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The Seven Deadly SinsThe Seven Deadly Sins

1 Failing to Explain “Why?”1. Failing to Explain Why?
2. Playing “Hide the Ball”
3. Writing Too Much/Too Littleg
4. Disconnect Between CD&A and Proxy Tables
5. Not Making Disclosures Reader Friendly 
6. Not Providing Adequate Analysis 
7. Not Following the Rules
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Failing to Explain “Why?”Failing to Explain Why?
Most common examples:

– Cash Fees to Directors Why did each director get the amount shown, e.g., no y g , g ,
explanation of retainer and meeting fees

– In the CD&A and Narrative to the Summary Compensation Table, in discussing the pay 
of an executive, saying that it was called for by the executive’s employment agreement 

Why did the Company think the terms of the employment agreement that called forWhy did the Company think the terms of the employment agreement that called for 
such compensation were appropriate, especially given the actual performance and 
surrounding events during the past fiscal year?

– Not explaining why an NEO’s salary or other compensation was increased

Suggestion:
– Companies should ensure they address all 5Ws with their disclosures, i.e., Who, What, 

Where, When and Why (and sometimes How)
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Failing to Explain “Why?”Failing to Explain Why?
Examples

– Footnote to Directors Compensation Table’s Fees Earned or Paid in Cash column:p
Annual Retainers. The Company pays its non-management Directors an annual retainer of $80,000 for Board service 
and pays an additional annual retainer of $10,000 to members of the Audit Committee and $5,000 to members of the 
Compensation and Benefits Committee, including the chairs. The Company also pays an annual retainer to the chair 
of each of the Committees as follows: Audit $20,000; Compensation and Benefits $15,000; Nominating and 
Governance $10,000; and Public Responsibility $10,000. The Company pays no fees for attending meetings, but the 

Discussion of CEO Severance pursuant to Employment Agreement

p y p y p y g g
annual retainer for Board service of $80,000 is reduced by $20,000 if a Director does not attend at least 75% of our 
Board meetings and meetings of any Committee on which he or she serves. All the non-management Directors, 
except for Messrs. A and B, deferred the total amount of their 2006 retainers into either a cash account, a share 
equivalent unit account, or both, under the Deferred Compensation Plan described below in note 4.

– Discussion of CEO Severance pursuant to Employment Agreement
CEO Severance and Change in Control Arrangements
Pursuant to his employment agreement with the Company, Mr. X is entitled to certain severance and change in control 
benefits if his employment is terminated. Specifically, benefits are payable upon his involuntary termination by the 
Company without cause or voluntary termination by Mr. X for good reason (e.g., adverse change in responsibilities, 
pay reporting relationships or the Company’s/successor’s failure to abide by the agreement) These benefits include apay, reporting relationships or the Company’s/successor’s failure to abide by the agreement). These benefits include a 
cash severance payment, additional supplemental retirement benefits, health and welfare benefits continuation and 
vesting of certain long-term incentive awards. The cash severance payment is two times base salary plus target annual 
incentive or, if termination is following a change in control, payment of three times base salary and target annual 
incentive. In the event of a change in control, Mr. X would receive these severance benefits if his employment were 
subsequently terminated (by the Company or by the executive for good reason). The pay continuation levels and
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subsequently terminated (by the Company or by the executive for good reason). The pay continuation levels and 
triggering events were set to attract Mr. X, who had a similar arrangement with his prior employer, to join the 
Company.



Failing to Explain “Why?”Failing to Explain Why?
– Why Was CEO’s Salary Increased?

Base Salary
B l i h fi d l f d i ffi ’ h i W b l i flBase salary is the fixed element of our named executive officer’s cash compensation. We set base salaries to reflect 
a named executive officer’s overall experience level, expected future contributions to the growth and development 
of our company, the requirements and responsibilities of the position, the impact and importance of the position 
within our organization, internal pay equity and competitive pay research. The timing and amount of base salary 
increases depend on the named executive officer’s past performance, expected future contributions to the growth 
and development of our company and current market competitiveness The Compensation Committee approvesand development of our company and current market competitiveness. The Compensation Committee approves 
salary increases for executive officers based upon performance evaluations conducted by the Chief Executive 
Officer, and, in selected cases, the Chairman.
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Playing “Hide the Ball”Playing Hide the Ball
Most common examples:

– Company performance goals:p y p g
Not disclosing them at all
Not disclosing them at all and not stating that they have been omitted due to 
competitive harm
N t i i bl t f th d f diffi lt f th tNot giving a usable assessment of the degree of difficulty for the company to 
achieve its goals and/or the individual executive(s) to achieve his(their) goals

– Potential Payments Upon Termination or Change-in-Control
Not indicating all that someone would receive, e.g., leaving out those amounts that g g g
are currently vested
Not quantifying the cost and/or value of any benefits to be provided
Giving a single number for each type of termination with little explanation of what 
it is comprised of or how those constituent amounts were calculated or determinedit is comprised of or how those constituent amounts were calculated or determined

– Companies that benchmark compensation not telling readers where actual compensation 
paid in the last fiscal year places NEOs versus the comparator group companies and/or 
targeted levels
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Playing “Hide the Ball”Playing Hide the Ball
Examples

– Performance Goal Disclosuref

The Compensation Committee establishes specific criteria to assist it in determining the 
annual bonuses for the Chief Executive Officer and other executives. As described above, at 
the beginning of 2006, the Committee established a target bonus for each executive, which 
e e e t the t the C ld e e t t the e e ti e e h e frepresent the amount the Company would expect to pay the executive each year for 

satisfactory performance. … 

Then, in early 2007, the Compensation Committee assessed how the Company and each 
executive performed against the pre established goals and targets In evaluating theexecutive performed against the pre-established goals and targets. In evaluating the 
Company’s performance and each individual executive’s 2006 performance, the 
Compensation Committee determined that the Company and its executives generally met or 
exceeded the financial and individual goals that were established for 2006. With respect to 
the Company’s financial goals regarding amounts of Adjusted OIBDA and free cash flowthe Company s financial goals regarding amounts of Adjusted OIBDA and free cash flow 
achieved, the Company met or exceeded its main financial targets. The Company achieved 
11% growth in Adjusted OIBDA in 2006 compared to 2005 and generated $4.8 billion of 
free cash flow.
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Playing “Hide the Ball”Playing Hide the Ball
– CIC and Termination Payments and Benefits
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Playing “Hide the Ball”Playing Hide the Ball
– Not telling where actual compensation for last fiscal year comes out against the 

comparator group and/or targeted levels

Base Salary
The Company’s executive salary structure is based on broad salary bands. Individual 
salary levels reflect the executive’s scope of responsibility, performance and 

i A l i i b d i f titi d t l ti texperience. Any salary increase is based on a review of competitive data relative to 
the Market and Industry Peers and individual performance.

The Committee benchmarks total annual compensation (base salary and annual 
i ti t iti ) i t th M k t P d t t l tiincentive opportunities) against the Market Peers and targets annual compensation 
levels that are approximately at the 50th percentile when compared with the Market 
Peers.

In 2006 the Committee and the independent members of the Board did not increaseIn 2006, the Committee, and the independent members of the Board, did not increase 
the base salary for any of the named executive officers. Because base salary 
determines the target and maximum award opportunities under the annual and long-
term incentive plans, the size of these incentive opportunities for the named 
executive officers did not increase for 2006
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executive officers did not increase for 2006.



Writing Too Much/Too LittleWriting Too Much/Too Little
Most common examples:

– Stock ownership guidelines Generally say too little about the policy and the state of p g y y p y
executive stock ownership:

Not using a table to help present this information
Indicating that the guideline is a multiple of salary, but not giving a dollar amount
N t i di ti th b f h d th l t ti ti ’ h hiNot indicating the number of shares used the last time executives’ share ownership 
was assessed under the guidelines
Not indicating the number of shares each executive owns
Not indicating how long each executive has been subject to the guidelinesg g j g
Not indicating how long each executive has remaining to comply with the 
guidelines
Not indicating what is counted for purposes of the stock ownership guidelines

T ki 17 t id th P i B fit T bl d l t d ti– Taking 17 pages to provide the Pension Benefits Table and related narrative
– Taking 40+ pages to cover compensation disclosures for executives and directors
– Taking 4 paragraphs to cover compensation disclosures for executives
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Writing Too Much/Too LittleWriting Too Much/Too Little
Examples

– Stock Ownership Guidelines Disclosurep

Stock Ownership Guidelines
The Committee has established stock ownership guidelines for the Chief Executive Officer, other 
executive officers, and all other officer level employees. The guidelines were increased in 2005 to a 
minimum level of ownership of five times base salary for the Chief Executive Officer and were p y
continued at the lesser of three times base salary or 50,000 shares for other executive officers and the 
lesser of one times base salary or 25,000 shares for all other officers. Newly appointed officers are 
expected to be in compliance with the ownership guidelines within five years of their appointments. We 
believe all officers subject to these guidelines are in compliance.

Stock Ownership Guidelines
The named executives can use their equity incentive awards to satisfy our stock ownership goals. 
Because we believe strongly in linking the interests of management with those of our stockholders, we 
instituted stock ownership goals in 1996 that require each of the named executives to own, within five 
years of the date of assuming a senior management position, common stock worth a multiple of base 
salary. For the chief executive officer, the goal is seven times salary. For the other named executives, 
the goal is four times salary. Each of the named executives continued to exceed his respective goals as 
of the end of 2006. In accordance with our policy on insider trading, the named executives are 
prohibited from engaging in transactions with respect to any securities issued by XYZ or any of its
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prohibited from engaging in transactions with respect to any securities issued by XYZ or any of its 
subsidiaries that might be considered speculative or regarded as hedging, such as selling short or 
buying or selling options, puts or calls.



Writing Too Much/Too LittleWriting Too Much/Too Little
– Too Little?

Compensation Discussion and Analysis
XYZ’s program regarding compensation of its executive officers is different from most public company programs. Mr. A’s compensationXYZ s program regarding compensation of its executive officers is different from most public company programs. Mr. A s compensation 
is reviewed annually by the Governance, Compensation and Nominating Committee (“Committee”) of the Corporation’s Board of 
Directors. Due to Mr. A’s desire that his compensation remain unchanged, the Committee has not proposed an increase in Mr. A’s 
compensation since the Committee was created in 2004. Prior to that time Mr. A recommended to the Board of Directors the amount of 
his compensation. Mr. A’s annual compensation has been $100,000 for over the last 25 years and he would not expect or desire it to 
increase in the future.

The Committee has established a policy that: (i) neither the profitability of XYZ nor the market value of its stock are to be considered in 
the compensation of any executive officer; and (ii) all compensation paid to executive officers of XYZ be deductible under Internal 
Revenue Code Section 162 (m). Under the Committee’s compensation policy, XYZ does not grant stock options to executive officers.
The Committee has delegated to Mr. A the responsibility for setting the compensation of XYZ’s two other executive officers.

Like Mr. A, Mr. B has been paid an annual salary of $100,000 for over the last 25 years. Mr. A does not anticipate that Mr. B’s 
compensation will be increased in the future. Both Mr. A and Mr. B will on occasion utilize XYZ personnel and/or have XYZ pay for 
minor items such as postage or phone calls that are personal. Mr. A and Mr. B reimburse XYZ for these costs by making an annual 
payment to XYZ in an amount that is equal to or greater than the costs that XYZ has incurred on their behalf. During 2006, Mr. A
reimbursed XYZ $50,000 and Mr. B reimbursed XYZ $5,500. Mr. A and Mr. B do not use Company cars or belong to clubs to which the 
Company pays dues It should also be noted that neither Mr A nor Mr B utilizes corporate owned aircraft for personal use Each of themCompany pays dues. It should also be noted that neither Mr. A nor Mr. B utilizes corporate-owned aircraft for personal use. Each of them 
is personally a fractional [jet] owner, paying standard rates, and they use XYZ owned aircraft for business purposes only.

Factors considered by Mr. A in setting Mr. C’s salary are typically subjective, such as his perception of Mr. C’s performance and any 
changes in functional responsibility. Mr. A also sets the compensation for each of the CEO’s of XYZ’s significant operating businesses. 
He utilizes several different incentive arrangements, with their terms dependent on such elements as the economic potential or capital 
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intensity of the business. The incentives can be large and are always tied to the operating results for which a CEO has authority. These 
incentives are never related to measures over which the CEO has no control.



Disconnect Between CD&A & Proxy TablesDisconnect Between CD&A & Proxy Tables

Most common examples:
– Code Section 162(m)-qualified annual bonus described in the CD&A Annual bonus ( ) q

then disclosed in the “Bonus” column of the Summary Compensation Table (and not the 
Non-Equity Incentive Compensation” column)

– CD&A lists multiple types of awards that were granted during the last fiscal year, but the 
Grants of Plan-Based Awards Table only has a single line for each NEO and the detailsGrants of Plan Based Awards Table only has a single line for each NEO and the details 
of each grant are not reported
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Disconnect Between CD&A & Proxy TablesDisconnect Between CD&A & Proxy Tables

Example
– CD&A text and Summary Compensation Table regarding annual bonusy p g g

Tax Deductibility of Compensation. Section 162(m) of the Internal Revenue Code of 1986, as 
amended, imposes a $1 million limit on the amount that a public company may deduct for 
compensation paid to the company’s CEO or any of the company’s four other most highly 
compensated executive officers who are employed as of the end of the year. This limitation does not 

l i h h i d S i 162( ) f “ lif iapply to compensation that meets the requirements under Section 162(m) for “qualifying 
performance-based” compensation (i.e., compensation paid only if the individual’s performance 
meets pre-established objective goals based on performance criteria approved by shareowners). For 
2006, the grants of stock options, RSUs and PSUs and the payments of annual bonuses and long-term 
performance awards were designed to satisfy the requirements for deductible compensation.p g y q p
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Not Making Disclosures Reader FriendlyNot Making Disclosures Reader Friendly

Most common examples:
– Using the densest text possible long sentences, longer paragraphs, writing out g p g , g p g p , g

numbers where tabular disclosure would improve clarity
– Using no tables of charts in the CD&A
– Using no sub-tables to explain amounts disclosed in the required tables

N t i t bl h t h t i f ti h ibl– Not using tables, charts or graphs to convey information wherever possible
– Not addressing the 5 Ws (Who, What, When, Where and Why [and sometimes How])
– Not having “adequate” readability scores for your CD&A and other narrative disclosures
– Leaving out columns from tables without letting readers know that the column has beenLeaving out columns from tables without letting readers know that the column has been 

omitted and the reason for the omission, e.g., the company does not make grants of stock 
options to directors, so the Option Awards column has been omitted from the Directors 
Compensation Table
Not totaling amounts by executive or director in tables or sub tables– Not totaling amounts by executive or director in tables or sub-tables
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Not Making Disclosures Reader FriendlyNot Making Disclosures Reader Friendly

Examples
– Footnotes to the Summary Compensation Table that could be done in tabular formaty p f

Amounts in this column include the following: for Mr. A: tax reimbursements of $11,143, Company 
contributions to defined contribution plans of $207,750, and dividend equivalents of $248,725; for Mr. 
B: Company contributions to defined contribution plans of $50,525, and dividend equivalents of 
$78 671; for Mr C: Company contributions to defined contribution plans of $59 450 and dividend$78,671; for Mr. C: Company contributions to defined contribution plans of $59,450, and dividend 
equivalents of $27,262; for Mr. D: Company contributions to defined contribution plans of $56,963, and 
dividend equivalents of $35,140; and for Mr. E: Company contributions to defined contribution plans of 
$47,438, and dividend equivalents of $47,403. Amounts in this column also include the following 
perquisites: for Mr. A: personal financial planning, personal travel on Company aircraft of $373,187, 

l f C l i f $53 409 d l d Cpersonal use of Company autos, personal security of $53,409 and spousal attendance at Company-
related events; for Mr. C: personal financial planning, personal travel on Company aircraft of $27,696, 
personal security, annual executive physical, family attendance at Company-related events and other 
personal expense; for Mr. D: personal travel on Company aircraft, spousal attendance at Company-
related events and other personal expense; and for Mr. E: personal financial planning, personal travel on p p ; p p g, p
Company aircraft, personal security and spousal attendance at Company-related events. See the 2006 
Summary Compensation Table Narrative for a description of these items and information about 
aggregate incremental cost calculations.
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Not Making Disclosures Reader FriendlyNot Making Disclosures Reader Friendly

Summary of our CD&A Readability Study Findings:

Large Cap (n = 8)Large Cap (n  8)

Mid Cap (n = 6)

Small Cap (n = 7)
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Source: Exequity’s PULSE Study: Readability of CD&As Filed Under the New Proxy Disclosure Rules (April 9, 2007)



Not Providing Adequate AnalysisNot Providing Adequate Analysis

Most common examples:
– Conclusory statements in the CD&A that say that because of company performance, y y p y p ,

executive received $X amount, with no discussion of the company performance and how 
the executive assisted in achieving such performance or otherwise detailing the 
relationship between the company results and the compensation paid

– Not adequately discussing how company and individual performance factor into awardNot adequately discussing how company and individual performance factor into award 
decisions

– No discussion of actual individual performance assessments which lead to a change in 
compensation
N th h di i f th ti l f idi NEO ith d/ CIC– No thorough discussion of the rationale for providing NEOs with severance and/or CIC 
protection or how this compares to what is offered salaried employees generally

– No adequate explanation of perquisites offered to NEOs, especially tax gross-ups, is 
provided
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Not Providing Adequate AnalysisNot Providing Adequate Analysis

Examples
Base Payy
Base salaries for targeted executives are benchmarked against similar jobs at other companies within the Survey Group. 
Actual salaries vary by individual and are based on sustained performance toward achievement of XYZ’s strategy and 
goals. 

The Compensation Committee, in conjunction with the other independent Directors of the Board, evaluates the CEO's 
f ll i li h f bli h d d l l d bj i i ffi l l lperformance annually in light of established corporate and personal goals and objectives. Executive officer salary levels 

and adjustments are reviewed and approved by the Compensation Committee. Changes in base salary for the NEOs, as 
well as for all XYZ employees, depend on projected salary changes in the external market for similar jobs, the individual's 
current salary compared to the market, and the employee's contributions to XYZ’s performance. Promotional increases 
may occur when new roles and/or responsibilities are assumed.

Base Salary
Base salary is the fixed element of our named executive officer’s cash compensation. We set base salaries to reflect a 
named executive officer’s overall experience level, expected future contributions to the growth and development of our 
company the requirements and responsibilities of the position the impact and importance of the position within ourcompany, the requirements and responsibilities of the position, the impact and importance of the position within our 
organization, internal pay equity and competitive pay research. The timing and amount of base salary increases depend 
on the named executive officer’s past performance, expected future contributions to the growth and development of our 
company and current market competitiveness. The Compensation Committee approves salary increases for executive 
officers based upon performance evaluations conducted by the Chief Executive Officer, and, in selected cases, the 
Chairman.
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Not Following the RulesNot Following the Rules
Most common examples:

– Disclosure of a Code Section 162(m) qualified annual bonus:( ) q
In the “Bonus” column of the Summary Compensation Table instead of the Non-
Equity Incentive Compensation column
Not disclosing the annual bonus (as NEIP) at all in the Grants of Plan-Based 
Awards TableAwards Table
Not disclosing the Code Section 162(m) maximum annual bonus amount (as NEIP) 
in the Grants of Plan-Based Awards Table

– Not including a discussion of the company’s stock option and equity award grant 
practices

– Not including the last fiscal year in the title to the compensation tables
– Putting all awards on a single line in the Grants of Plan-Based Awards Table

Not putting required supplementary columns in the proper location in the Grants of Plan– Not putting required supplementary columns in the proper location in the Grants of Plan-
Based Awards Table
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Not Following the RulesNot Following the Rules
Examples

– Not Including Last Fiscal Year in Title to Tablesg
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Not Following the RulesNot Following the Rules
– All Awards in a Single Line in the Grants of Plan-Based Awards Table & Not Placing 

Required Supplemental Columns in the Proper Spot in the Same Table

© 2007. EXEQUITY, LLP. All Rights Reserved. 24



Suggestions for Next Year’s Proxy DisclosuresSuggestions for Next Year s Proxy Disclosures

The SEC’s Report Card Release post-proxy season will 
highlight those disclosures that the SEC wants companies tohighlight those disclosures that the SEC wants companies to 
improve on for next year
Disclosures under the new rules are not easy. 
To prepare good disclosures takes time, patience, an attitude of 
openness, and access to the necessary compensation 
informationinformation
If the SEC doesn’t warn companies about not disclosing 
performance metrics’ targets and actual numbers achieved, 
expect more companies to disclose less about these next year
Companies should review this presentation and the SEC’s new 
Report Card Release (once available) when drafting their
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Report Card Release (once available) when drafting their 
disclosures for next year



Suggestions for Next Year’s Proxy DisclosuresSuggestions for Next Year s Proxy Disclosures

The SEC should address a few things to make the rules work 
better and result in better disclosures:better and result in better disclosures:

– Consider ways to limit the length of disclosures, particularly the CD&A and termination 
payments/benefits disclosures

– Require all annual bonuses to be disclosed in the “Bonus” column – keeps consistency 
i h l d i i li i h h i d h h ld hi k f hiwith past rules and is more in line with how companies and shareholders think of this 

type of compensation
– Consider requiring only the full grant date fair value for option and stock awards to be 

reported in the Summary Compensation Table and require a footnote that indicates the 
total accounting expense for all such awards during the last fiscal year

– Clarify when a grant of equity earned in a prior year should be disclosed, e.g., an annual 
bonus earned in 2007 and paid, in stock, in 2008

– Clarify the Section 162(m) bonus pool disclosure requirements in the context of anClarify the Section 162(m) bonus pool disclosure requirements in the context of an 
annual bonus that has a maximum for Section 162(m) purposes that is a percent of the 
pool or revenue/profit, i.e., should the maximum disclosed be the target award maximum 
communicated to the NEO or the amount generated by the Section 162(m) pool?
Consider having companies disclose the spread positive or negative of vested and
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– Consider having companies disclose the spread – positive or negative – of vested and 
unvested options in the Outstanding Equity Awards at Fiscal Year End Table



Suggestions for Next Year’s Proxy DisclosuresSuggestions for Next Year s Proxy Disclosures

– Consider requiring an Award Type column in the Grants of Plan-Based Awards and 
Outstanding Equity Awards at Fiscal Year End Tables
Clarify how vested restricted stock units (RSUs) are to be disclosed; suggest be included– Clarify how vested restricted stock units (RSUs) are to be disclosed; suggest be included 
in the Outstanding Equity Awards at Fiscal Year End Table after vesting and until paid 
out and specifically excluded from the Nonqualified Deferred Compensation Table

– Clarify whether the potential payments upon a termination or change-in-control should 
i l d d h id h d h h i l d llinclude vested amounts that get paid out upon such events, and whether a single dollar 
amount will suffice or whether the amounts of its components must be detailed

Consider requiring a minimum level of tabular disclosure limited to four 
termination events:

– Voluntary Termination of Employment
Pre-CIC
Post-CIC

I l T i i f E l– Involuntary Termination of Employment
Pre-CIC
Post-CIC

Consider standard categories for the tabular disclosure as well as an “All Other”Consider standard categories for the tabular disclosure as well as an All Other  
category, which would need to be itemized and quantified if certain thresholds are 
met, similar to All Other Compensation in the Summary Compensation Table
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Provide a summary of compensation decisions made in last 
fiscal yearfiscal year

Source: American International Group, Proxy filed 4/6/2007, p. 31
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Better communication of performance goals and actual 
performance for each NEOperformance for each NEO

Source: The Allstate Corporation, Proxy filed 4/2/2007, p. 23
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Source: Marathon Oil Corporation, Proxy filed 3/13/2007, p. 47
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Include an explanation of the amounts reported in the 
Stock and Option awards columns of the SummaryStock and Option awards columns of the Summary 
Compensation Table, i.e., grant date fair value vs. FAS 123R 
expense recognized during last fiscal year

Source: JPMorgan Chase & Co. Proxy filed 3/30/2007, p. 17
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Source: Federated Department Stores, Inc., Proxy filed 4/4/2007, p. 48
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Source: The Dow Chemical Company, Proxy filed 3/23/2007, p. 20
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Source: Wachovia Corporation, Proxy filed 3/9/2007, p. 26
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Source: Alcoa Inc., Proxy filed 2/26/2007, p. 23
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Include a sub-table to the Summary Compensation Table that 
outlines the components of Non-Equity Incentiveoutlines the components of Non Equity Incentive 
Compensation

Source: Aetna Inc., footnote 5 to Summary Compensation Table, Proxy filed 3/19/2007
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Include a sub-table to the Summary Compensation Table that 
outlines the components of All Other Compensationoutlines the components of All Other Compensation

Source: Aetna Inc., Proxy filed 3/19/2007, p. 41
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Source: United Technologies, Inc., Proxy filed 2/23/2007, p. 17

Source: Sprint Nextel Corporation, Proxy filed 4/9/2007, p. 36
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Source: Target Corporation, Proxy filed 4/9/2007, p. 27
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Include a table and thorough narrative discussion of stock 
ownership guidelines that indicates, what the guidelines are,ownership guidelines that indicates, what the guidelines are, 
the number of shares and date calculated for the guidelines, the 
number of shares actually owned by each NEO, how much 
time is given to attain the guideline and where each NEO is intime is given to attain the guideline and where each NEO is in 
that time period, and what counts for purposes of the 
guidelines
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Stock Ownership Guidelines

To help further align the personal interest of the company’s executive officers with the interests of stockholders, effective March 20, 
2007, the Compensation Committee updated the company’s stock ownership guidelines for the amount of common stock which must

Best Practices for Proxy Disclosure

2007, the Compensation Committee updated the company s stock ownership guidelines for the amount of common stock which must 
be held by the company’s executive officers. 

The ownership multiple below will be used to determine a target number of shares by multiplying the executive officer’s annual base 
salary in effect for May 7, 2007 by the applicable multiple shown below, and dividing the result by the average closing price of the 
company’s common stock during the immediately preceding 12 months. Each executive officer must attain ownership of the required 
stock ownership level before March 31, 2010 (or, if later, within three years of becoming an executive officer) and maintain 
ownership of at least such amount of the company’s common stock while they hold office or until the Compensation Committee re-
establishes the ownership multiple, whichever comes first. 

In the event that an executive officer fails to reach a required 
level of stock ownership during the three-year period above,
we may require any annual incentive payments to the executive 
officer to be paid in common stock until the applicable required 
level of stock ownership is obtained.

In order to meet this stock ownership requirement, an executive officer may count all shares of common stock owned by the 
executive officer, including common stock held in the company’s 401(k) plan and any company RSUs, but excluding any RSUs that, g p y ( ) p y p y , g y
vest upon retirement.
The following table shows the value of common stock 
held by each of the actively serving named executive 
officers as of March 20, 2007 relative to the stock 
ownership guideline:
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Source: Genworth Financial, Inc., CD&A, 
Proxy filed 3/23/2007
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Source: The Dow Chemical Corporation, Proxy filed 3/23/2007, p. 23
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Source: Target Corporation, Proxy filed 4/9/2007, p. 22
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Include a description of the various grants in the Grants of 
Plan-Based Awards TablePlan Based Awards Table

Source: CVS/Caremark Corporation, Proxy filed 4/4/2007, p. 39
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Source: The Allstate Corporation, Proxy filed 4/2/2007, p. 32
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Totaling amounts by NEO in tables

Source: The Allstate Corporation, Proxy filed 4/2/2007, p. 36
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Source: JPMorgan Chase & Co., Proxy filed 3/30/2007, p. 20
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Using charts to explain termination or change-in-control 
payments and benefitspayments and benefits

Source: Weyerhaeuser Company, Proxy filed 3/9/2007, p. 38
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Source: Motorola, Inc., Proxy filed 3/15/2007, p. 53 
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Best Practices for Proxy DisclosureBest Practices for Proxy Disclosure

Better explanations of cash fee amounts included in the 
Directors Compensation TableDirectors Compensation Table

Source: Raytheon Company, Proxy filed 3/21/2007, p. 11, footnote to Director Compensation Table
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Source: Merrill Lynch & Co., Inc., Proxy filed 3/16/2007, p. 58
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