


4. Capital Contributions

Partners must make specified capital contributions for each partnership unit held and principals must
make subordinated loans, rather than capital contributions, to the firm. The contributions or loans are
due at the time that the relevant units are issued to the partner or principal and no interest is paid on
them. Those making capital contributions will receive the balance of such an account only upon
leaving the firm.

5. Retirement Age and Retirement Benefits

Retirement is allowed at any time but with reduced retirement benefits; full retirement benefits can be
received only if a partner works until age 55. Partners admitted prior to 1992 generally must retire at
age 65 and partners admitted after 1992 generally must retire at age 62, but the Board has allowed
exceptions on a case-by-case basis.

Partners can receive benefits pursuant to a defined-benefit plan and a defined-contribution plan.

Similarly, the firm offers a medical plan, which includes coverage for long-term care and benefits for

vision and/or dental services. Partners may also elect to receive life insurance plans and surviving

spouse options. Retired partners can contribute to a Health Savings Account, can receive assistance

with certain legal issues (such as preparing a will) and can participate in an employee assistance

program that gives them access to counselors for a variety of work/life issues.

6 International Network Structure

Grant Thornton International Ltd. ("GTI") is a private U.K. company limited by guarantee incorporated
in England and Wales. GTI provides an international network structure for the various Grant Thornton

entities. GTI executes a standard agreement with each member firm that requires compliance with

GTI policies covering a wide range of issues. GTI itself does not perform professional services. Each

member firm is a separate legal entity which governs itself, is not responsible for the activities of other
member firms, and handles its administrative matters on a local basis. There is no common
ownership among the firms (with the exception of certain limited instances), nor does GTI have an
ownership stake. They are instead joined by a global strategy with a commitment to providing high
quality service to clients doing business across borders and to being leaders in the markets they
serve.

GTI is governed by a Board of Governors and managed by a Global Leadership Board. The Global
Leadership Board is comprised of the Chief Executive Officer, Chief Operating Officer, global leaders
of the four main practice areas (Audit, Specialist Advisory Services, Services to Privately Held
Businesses and Tax), member firm development, and marketing and communications. The Global
Leadership Board is responsible for strategy implementation, supporting the development of global
practices and setting policies for human resources, information technology, marketing, quality control,
and risk management. GTt uses Grant Thornton as its international brand name and the activities of
member firms are coordinated in accordance with GTI policies as embodied in the standard member
firms agreement.
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GTl's quality control and risk management functions are designed to provide assurance that member
firms deliver high quality audits worldwide. GTI manages business risks effectively by requiring
member firms to follow strict policies and procedures, including those governing independence, client
acceptance and client retention. To that end, GTI reviews a member firm's compliance with GTI

policies and procedures and applicable professional standards at least once every three years and
member firms registered with the PCAOB are inspected at least every two years. Based upon these
reviews, member firms develop and implement actions plans, and GTI reviews the progress on these
plans. If there are areas where improvement is needed, GTI requires that the member firm take
immediate remedial action.

KPMG LLP

Govemlng Body

A Composition

KPMG's governing body, called the Board of Directors (the "Board"), may have between 13 and 18
members; the Board currently has 16 members. The chairperson of the Board and the deputy
chairperson are elected for an initial five-year term and may be re-elected for an additional three-year
term; other members serve a five-year term and may not seek re-election until they have been off the
Board for two years. KPMG requires that a majority of the members of the Board be CPAs and
prohibits members of the management committee - other than the chairperson of the Board and the
deputy chairperson of the Board - from serving on the Board.

B. Selection Process

A nominating committee, assisted by a subcommittee comprised of a majority of non-Board members
elected directly by the partners, selects a slate of candidates for the Board, and partners may invoke
procedures to place other candidates on the ballot directly. Neither the chairperson nor the deputy
chairperson is involved in the selection of the Board's slate of nominees. The slate of candidates is
then voted on by the partners in an election supervised and tabulated by outside counsel. Partners'
votes are counted using two methods of calculation. First, each partner has a single vote and,
second, each partner has as many votes as capital contributed to the firm. To be elected, each

candidate must receive a majority of votes under both methods of calculation.

C. Authority

The Board has the authority to oversee the business, property, and other affairs of the firm, including
the election of the chairperson and deputy chairperson, approval of senior management
appointments, and general oversight of management operations. The Board also has the authority to
elect new members of the partnership and to remove partners. It further provides oversight of partner
compensation.
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2. Chairperson and Chief Executive Officer

A. Selection Process

The chairperson of the firm, who serves as both the chairperson of the Board and the chief executive
officer, is elected by a majority of the Board, subject to a ratification vote of the partners in an election
supervised by outside counsel.

B. Authority

KPMG's chairperson of the firm, as both chairperson of the Board and chief executive officer, is
responsible for managing the firm's business and other affairs and carrying out the firm's policies. The
chairperson may act on behalf of the firm on all matters and may delegate such powers to other
officers, committees, or partners. In this capacity, the chairperson or the chairperson's delegate may
appoint and remove administrative officers, open bank accounts, borrow money, mortgage or pledge
property, execute and deliver powers of attorney, contracts, bond, and other obligations and
instruments in the name of and on behalf of the firm.

While KPMG does not separate the roles of chairperson of the Board and chief executive officer, one
of the at-large members of the Board is elected by his or her fellow at-large Board members to be the
lead director. The lead director has a number of specific duties, including chairing executive sessions
of the Board from which the chairperson and deputy chairperson are excused, making Board
committee appointments, advising the chairperson on the agenda of the Board meetings, and
reporting to the partners on the activities of the Board at the annual meeting of the partners.

3. Partner Assessment

A. Annual Evaluation

KPMG uses a performance management system that includes goal-setting, interim reviews,
engagement reviews, and year-end reviews. This system provides a detailed and objective
assessment of an individual's performance in relation to the firm's strategic priorities, core
skills/behaviors, and core values. Individual partners set goals based on the firm's goals and the
goals of the relevant business unit. Individual goals are specific to the person's role or level in the firm
and the goals are separated into four strategic priorities: professionalism and integrity, employer of
choice, quality growth, and global strength and consistency. After performance managers complete
the performance evaluations, the firm undertakes a leadership review process at various practice
levels. These reviews always include input from functional as well as professional practice leadership.
Once these reviews are completed, cross-functional reviews including statistical analyses are
conducted at a firm-wide level by Human Resources, the Management Committee, and the Board.

B. Compensation

At the beginning of each fiscal year, KPMG sets a target compensation for each partner, which is
based on an allocation of the firm's expected earnings for the year. The determination of target
compens lion for partners takes place through a rigorous process Involving top leadershIp and the
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oversight of the Board of Directors, designed to drive the firm's four strategic priorities set forth above.
Partners' role(s) in the career architecture as well as their performance evaluations are vetted by
local, area, and national leadership. Based on these approved components, target compensation

recommendations are made within guidelines prescribed by senior leadership and approved by the
Board. All individual partner target compensation recommendations are then vetted at the area,
functional and national level and are formally reviewed and approved by the firm's Management

Committee and Board.

Actual compensation is determined at the end of each year in relation to each partner's target
compensation. To the extent that the firm exceeds or falls short of its expected earnings, every
partner's actual compensation is adjusted up or down in proportion to his or her target. This pro rata
share of excess or shortfall in actual earnings is the only variable component of an individual partner's
annual compensation. All partners participate in a single compensation pool, and there is no separate

bonus pool.

C Involuntary Termlflatlon

A partner may be asked to leave the firm for any number of reasons, including poor performance and
ethics and compliance violations. There are two methods by which a partner's withdrawal may be
affected. First, upon a two-thirds vote, the Board of Directors may require a partner to withdraw from
the firm immediately. Second, management may ask that a partner voluntarily leave the firm. Where
management has asked a partner to withdraw, the partner may seek review of such a request by a

committee that addresses the rights of partners. The Board may, in its discretion, provide for up to 12
months of severance pay to a partner who has been asked to withdraw from the firm before the end
of the fiscal year in which the partner reaches the age of 58.

4 Capital Contributions

Under authority granted in the partnership agreement, the Board sets the capital requirements for
partners. Capital is a percentage of the partner's target compensation, and may change from time to
time depending on the needs of the firm.

5 Retirement Age and Retirement Benefits

KPMG has no minimum retirement age and a mandatory retirement age of 60, unless the
Management Committee grants the partner an extension. The firm offers four qualified pension plans,
including defined benefits and defined contribution plans, and one non-qualified plan. In addition,
some partners are participants in two frozen legacy plans, a qualified defined contribution plan and a
non-qualified defined benefit plan.

The health care plans available to retired partners depend upon age and Medicare eligibility. Partners
are eligible to continue their health care coverage upon retirement if their age plus years of service
equals 73 or more or if they are at least 55 and have 10 or more years of service.

flolir d P Itn r nd utvlvlng pOl.l3e:; are IIglble to contlnUf! coverage fo lIIe Wim lJdyrn fli of

premiums.
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6 International Network Structure

KPMG International ("KPMGI") is a Swiss cooperative. KPMGI grants the right to practice under the

name of KPMG to separately owned and operated member firms, subject to the terms of a
membership agreement. The right of member firms to practice under the name KPMG is usually
restricted to a particular geographic area. Each member firm is a licensee of KPMGI. Member firms
facilitate the delivery of services to their clients through other member firms. The primary purpose of
the cooperative is to promote consistent, high-quality professional service within each firm that bears
the KPMG name.

Member firm compliance with KPMGI policies is monitored through a system of independent review
activities. KPMGI employs a Quality Performance Review Programme, which is an annual member
firm activity designed to meet the requirements of International Standard of Quality Control NO.1 and
verify that member firms are in compliance with KPMGI's quality control and risk management
policies and relevant professional standards. KMPGI also uses a Risk Compliance Programme, which
is an annual member firm activity helping firms demonstrate compliance with KPMGI's standards on
education, licensing, document retention, and control over personnel evaluations. KPMGI also
performs Global Compliance Reviews of each member firm every three years. During these reviews,
the KPMG International Global Compliance Team monitors the firm's risk management, financial

reporting policies, and its overall practice structure. Based on KPMGl's compliance reviews, member
firms develop and implement specific action plans to address all identified deficiencies, the
completion of which is monitored by local and regional management and KPMGI.

PRICEWATERHOUSECOOPERS LLP

Governing Body

A. Composition

PwC's governing body, the Board of Partners and Principals (the "Board"), has at!east 12 and not
more than 18 members in addition to the firm's Senior Partner, who serves as both chairperson and
chief executive officer. Members of the Board are elected for staggered terms of four years, and can
be re-elected for one additional term. There is no minimum number of CPAs required to be on the
Board, but only CPAs oversee the practice of public accountancy at the firm. Principals are members
of the firm who are not CPAs.

B. Selection Process

The Board appoints a nominating committee made up of partners who are not candidates for election
to the Board and who are not members of the firm's management. That committee then solicits, vets,
and proposes a list of candidates to the Board for its approval. After Board approval, the list of
candidates, which in practice has a greater number of candidates than available seats, is submitted to
the partners for election. The partners' vote is on a head count (one partner, one vote) basis in an
election typically supervised by an independent election teller.
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C. Authority

The Board is responsible for the overall strategic direction of the firm and approves the firm's
philosophy, policies, and direction. The Board's authority generally extends to the ability to adopt
long-range strategies and business plans and to make major financial commitments or other major
transactions that could significantly affect the scope or expansion of the practices and business of the

firm. The Board makes decisions regarding the firm's capital and the manner in which the partners
participate in firm profits. The Board also plays a role in the nominating process of Senior Partner
candidates and one of the Board's committees handles involuntary withdrawal of partners. The Board
considers the admission and withdrawal of partners. The Board also approves the compensation of
the Senior Partner and the members of the senior management team as a group, after a review and
recommendation by a committee of the Board.

2. Chairperson and Chief Executive Officer

A. Selection Process

The partners of PwC elect a Senior Partner, who serves both as chairperson of the Board and as
chief executive officer. The Board appoints a nominating committee consisting of partners who are
not members of the Board and are not members of firm management. The nominating committee is
responsible for soliciting, vetting, and proposing to the Board candidates to serve as Senior Partner.
The nominating committee has the discretion to nominate one candidate, or more than one
candidate. The nominating committee presents its report and candidates to the Board for approval,

after which the matter is submitted to the partners. Election of the Senior Partner where there is only
one candidate is decided by a vote of two-thirds of the partners voting on a head count basis, while
election of the Senior Partner where there is more than one candidate is decided by a vote of a
majority of the partners voting on a head count basis. The Senior Partner election typically is
supervised by an independent election teller.

B. Authority

The Senior Partner manages the practice and business of the firm, and proposes strategic initia1ives
for the firm. The Senior Partner may also appoint persons and committees to assist in firm
management. The Senior Partner participates in compensation decisions, including recommending
the compensation of firm management to a committee of the Board. The Senior Partner also serves
as chairperson of the Board.

3 Partner Assessment

A. Annual Evaluation

PwC has developed a set of quantifiable measures to assess a partner's progress in four key areas:
(1) People, (2) Quality, (3) Profitable Growth, and (4) Internal Teamwork. A partner initially sets goals
for him or herself on the basis of these four key areas and then is evaluated based upon his or her
performance with fe ect to th 58 oals.
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B. Compensation

Partnership compensation is based upon two components: the partner's level of responsibility within
the firm and the firm's performance. The first component is based upon the partner's performance
and the partner's role within the firm. The second component depends on how well the firm has
performed and the number of equity shares that have been allocated to an individual partner. A small
number of partners receive performance awards each year, based on the partner's individual
performance as measured against the goals set at the beginning of the year.

C Involuntary Termination

There are two processes to seek the involuntary withdrawal of partners, depending on when the
affected partner joined the firm. For partners who joined prior to November 1, 1997, the involuntary
withdrawal process begins with the Senior Partner sending a written recommendation that the partner
should withdraw to a Board committee. That recommendation must be based on one of the
enumerated reasons in the partnership agreement. The partner may respond in writing and appear,
with counsel, before the Board committee. If the committee votes unanimously to terminate the
partner, the issue is submitted to the partners as a whole for a vote. A three-fourths vote of the

partnership is required to remove the partner. For partners who joined after November 1, 1997, the

process is generally the same, except that the Senior Partner need not refer to an enumerated
reason in the partnership agreement for terminating the partner, but may simply recommend that it is
in the best interests of the firm that the partner withdraws, and the partnership vote is not required.
Further, a three-fourths vote of the Board committee is required in those circumstances.

4. Capital Contributions

A partner must contribute the amount of capital required by Board-adopted policies. Partners receive
the balance of such an account upon leaving the firm.

5. Retirement Age and Retirement Benefits

PwC allows retirement at age 50 if the partner meets required service benchmarks, and requires
retirement at the completion of the fiscal year in which the partner turns 60. The Board may extend
the retirement date for an individual partner for periods up to two years.

PwC retired partners participate in an unfunded nonqualified retirement plan, which gives retired
partners a right to participate in the current year profits of the firm, subject to a. cap. PwC also
provides a defined-benefit plan and a defined-contribution plan. Similarly, the firm offers a medical
plan for retired partners, subject to certain eligibility requirements.

6. International Network Structure

PricewaterhouseCoopers International Limited ("PwC International") is an English private company
limited by guarantee that provides an international network structure for the various PwC entities.
E ch member firm 01 we International is a separate and Independent legal entity that uses the PwC
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brand name. By joining PwC International, a member firm agrees to abide by its common policies and
to maintain the standards of the global network. A member firm also gains access to common
resources, methodologies, knowledge, and expertise shared among the firms. The member firms
have also agreed to engage in significant annual compliance activities, covering various lines of
business, ethics and business conduct, and independence issues.
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