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Effective Dates

T Compensation rules effective December 15
T 8-Krules effective November 7
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Executive Compensation Disclosure

T Rules reflect iEra of Outraget over executive
compensation

A Amounts received by executives of largest
corporations

N Lack of correlation between compensation and
performance

N Smaller public companies caught in crossfire
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Example: Disney Corporation

T Between 1998 and 2000, Michael Eisner made more than
$680 million from exercise of stock options ($570 million in
1998 alone)

T Shares barely outperformed stock market
General impression:

T Board had not focused on the potential value of the
awards

T Could have gotten same performance for less reward
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General Electric

T Post-retirement payments to Jack Welch
N Access to GE aircraft for unlimited personal use

~

N Exclusive use of furnished NYC apartment (value:
$50,000/month)

n Unrestricted access to chauffeured limousine and
security

n Etc.
T Valued at $2.0 to $2.5 million per year
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General Electric

T GE disclosed only that Welch was to receive ifacilities and
services comparable to those provided to him prior to
retirementi

T SEC issued cease and desist order

N Investors could not learn many of the most significant
ifacilities and servicesi
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New Rules are Intended to:

I Provide investors with clearer and more complete picture
of compensation

T Cause board of directors to focus on:
N Material factors underlying compensation
N Decisions reflected in data presented in tables
T Prevent surprises for directors and CEOs
n Particularly ones that are personally embarrassing
N Be aware of buildup of accumulated compensation
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New Rules are Intended to:

T Cause entire board to focus on compensation issues

T Permit investors to assess compensation plans across:
N Companies
N Industries

T Provide meaningful guidance with regard to compensation
practices and standards
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New Rules will Require Companies to Start
Early

T Prepare executive compensation disclosure material now
Mockup of tables
CD&A
Tally sheets
Review pay equity and proportionality
T Compared to other employees
T Compared to other companies

N 3N N
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Other Matters Covered In Rule:

T Revise 8-K reporting requirements
N Adoption of plans
A Awards to executive officers

T Disclose standards used in determining independent
status of directors

N Describe, by specific category or type, transactions not
disclosed under iTransactions with Related Personsi
that were considered by the board

T Plain English
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