Disclosure of the Week: Exelon (EXC), Link to Filing

Exelon changed the structure of their performance share unit program. In doing so, they granted a
one-time transition award to help switch from having a one-year performance period to a three-year
performance period. They provided shareholders with a chart to help explain when awards will pay
out under all three program types: the “Prior Program”, the “Transition Award”, and the “New
Program”.

One-time Performance-based Transition Award

“Commencing in 2013, the committee approved the transition award as a result of lengthening the
performance period from one year to three years for the 2013-2015 LTPSA (as shown in the chart
below), which significantly decreases the targeted equity payments that executives can expect to vest in
2014 and 2015. The committee believes this refinement ensures fair treatment of participants during
the transition. The committee determined that it was appropriate to address these transition issues by
making a performance-based transition award grant in 2013 to executives impacted by this change.
One-third of these transition awards vested in January 2014, with the remaining balance vesting

in January 2015, based on the same goals as the performance shares, but excluding the relative total
shareholder return modifier and the individual performance multiplier.”
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http://www.sec.gov/Archives/edgar/data/1109357/000119312514128137/d667742ddef14a.htm

In addition, there was an interesting proposal made by one of Exelon’s shareholders. Quebe
Investment Management made a proposal to limit NEO’s compensation to no more than one hundred
times the median total compensation paid to all employees.

Proposal 5: A Shareholder Proposal to Limit the Individual Total Compensation
for each Named Executive Officer to One Hundred Times the Annual Total
Compensation Paid to All Employees of the Company

Qube Investment Management Inc. (“Qube”), 200 Kendall Building, 9414-91 Street NW, Edmonton, AB
T6C 3P4, Canada, beneficial owner of 14,319 shares of stock, 7,593 of which have been held
continuously for more than one year, submitted the following proposal and supporting statement:

“PROPOSAL — Total Executive Compensation Limit at 100 Times Average Wages

RESOLVED: That the Board of Directors and/or the Compensation Committee are requested to limit the
individual total compensation for each Named Executive Officer (NEO) to ONE HUNDRED TIMES the
median annual total compensation paid to all employees of the company. This pay ratio cap will be the
same as as requried [SIC] by the SEC when reporting under Item 402 of Regulation S-K using U.S.
Generally Accepted Accounting Principles (GAAP).

SUPPORTING STATEMENT

As a global player in the utilities sector, Exelon should take the lead in addressing continued public
criticism that executive employees have been offered excessive compensation in recent years.

The 2012 US Census Bureau American Community Survey (www.census.gov) states that the median
household income in the US was $51,371, placing pay for Named Executive Positions (NEO) at Exelon
over 200 times the average American worker in at least one case.

It is reasonable to expect a rational link between the compensation programs of all employees at Exelon
worldwide and a fantastic concept that any one employee’s contribution could be considered greater
than one hundred times the contribution of the other team members.

A basic premise in the design of executive compensation is peer benchmarking. Research, including from
the Conference Board, illustrates the flaw in this benchmarking logic. Three quarters of vacant CEO
positions are filled from internal promotions and, when outside candidates are chosen, most are junior
ranking executives brought in from elsewhere, not CEOs jumping ship. Focusing CEO compensation
against peer positions ratchets gross pay while demoralizing employees with an inconsistent pay gap. As
the CEO is an employee of the corporation, pay should be conducted within the context of
compensation for the organization as a whole and an extension of the infrastructure that governs the
rest of the company’s wage program(s). This pay disconnect could demotivate employees and
compromise the confidence of shareholders, both leading to lower share values.



Some believe capping executive compensation will create a competitive disadvantage for the firm. We
believe this perspective is ripe for a challenge. Certainly any lost competitiveness will be offset by great
improvements to the corporate reputation and increased demand for the shares.”



Disclosure of the Week: Intel (INTC), Link to Filing

After receiving only a 68% approval rating on their Say on Pay vote in 2013, Intel began a substantial
shareholder outreach program. They provide clear disclosure stating what they were aiming to
address and how they went about fixing shareholder concerns.
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Disclosure of the Week: Goldman Sachs (GS), Link to Filing

Goldman Sachs provides a chart showing compensation and benefits as a percentage of net revenue.
They divide it into two sections, showing the average of ratios before the financial crisis and after and
highlights that the average has decreased since the financial crisis.

“In 2013, we had the second-lowest ratio of compensation and benefits expense to net revenues since
we became a public company in 1999, reflecting the significant shift in our cost structure following the
financial crisis. Our average compensation and benefits expense to net revenues ratio from 2009-2013
(post-global financial crisis) has decreased 880 basis points from fiscal 2000-2007 (pre-global financial
crisis).

Compensation Ratios?
Pre-crisis average: 47.3% Post-crisis average: 38.5%
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3 Compensation ratio is defined as compensation and benefits expense as a percentage of net revenues. Represents our fiscal 2000-2007 average
compensation ratio versus our 2009-2013 average compensation ratio. Compensation and benefits expense includes amortization of employee initial
public offering and acquisition award expenses, if any, except for nonrecurring acquisition awards expense in 2000 of $290 million.


http://www.sec.gov/Archives/edgar/data/886982/000119312514131134/d627791ddef14a.htm

Disclosure of the Week: Boston Properties (BXP), Link to Filing

Boston Properties received a failing Say on Pay vote in 2013. Following this vote, they engaged in
discussions with shareholders and ISS to implement changes to their compensation designs. They
provide a very clear chart with a column titled “What we Heard” and a second titled “How We
Responded”. Afterwards, they gave a timeline of the company’s Say on Pay and shareholder outreach
history.

“Stockholder feedback gave the Compensation Committee a better understanding of the reasons for the
negative 2013 Say-on-Pay vote. The following timeline of key events reflects the Compensation
Committee’s strong engagement in the past year with stockholders in their response to their concerns:”
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