NASP

The National Association of
Stock Plan Professionals

New York d New Jersey Chapter

What the Downturn Has Taught
Us About Long-Term Incentives

September 11

Blair Jones, CCP, CBP
Managing Principal
212-388-9776
bjones@semlerbrossy.com

, 2009

Todd Sirras
Managing Principal
310-943-8369
tsirras@semlerbrossy.com

CONSULTING GROUP, LLC

10940 WILSHIRE BLVD.
SUITE 800

LOS ANGELES, CA 90024
310.481.0180
310.481.0181 FAX

www.semlerbrossy.com



Looking Back to Plan Ahead

A quick review of the landscape

Lessons and implications

for future LTI design

Implications for and from
financial services industry
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Environment/ Context




Volatile Times
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Big Questions

How should we think about pay today 1 2009 decisions

and 2010 designs?

Fa

A How do we know our programs are really aligned
with business objectives?

A Can asingle LTI vehicle ever work?

A Do quick fixes do more harm than good?

A Was the value based approach misguided?

A Is LTl an entitlement?

A How do we guide participant expectations?
AWhat is fAcompetitiveo?
AWhat do we really mean by

\\A How do we think about risk? /
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Fluid Environment

Internal Realities

AReductions in accumulated wealth

AEmphasis on affordability (some industries more than others)

AGoal-setting challenges
ADifficulty in calibrating annual equity grants
ANo clarity about what to expect next

Alegislative and regulatory changes currently under

consideration i Congress, Treasury, SEC

- Aincreasing 3'd Party activism i Shareholder
proposals, Emphasis on o0Say

ACompensation Pornbo

| External Reactions

/
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Successfully Navigating Pay Program Design

el

Donot -ROtate r

A Reconfirm Linkages between Vehicles and Program Objectives

A Address Big One-Time Actions Carefully and Comprehensively

4 )

A Consider Dilution as Well as Grant-Date Dollar Targets

i A Consistently Communicate Program Objectives, Changes, and
the Variable Nature of Awards

n Front o of Ar eas We

A Proactively Seek Avenues For Dialog With Shareholders In
Advance Of Legislative Activity And Popular Reaction
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Lesson One

Reconfirm Linkages between Vehicles and Program

ODbjectives




LTI Balance

A Optionsdominated
environment has
evolved into a more
balanced one

A Diversified, but still
highly correlated

A 20009:
A Drop In single
vehicle companies?

A Shortterm / Long
Term measurement

So What?
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Checklist: What are
the Key Objectives?

Value Sharing

AChange Behavior

AFocus on Value
Drivers

AShareholder
Alighment

AProvide Stability
AOther

Pay Delivery Performance
Focusing & Driving

Avoid blindly following
the crowd.
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