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How has CEO pay compared to worker
pay over the last 50 years?
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Top 25 Most Overpaid CEOs

TOTAL DISCLOSED
RANK COMPANY COMPENSATION
Discovery Communications Inc. $156,077,912
Oracle Corporation $75,335,428
CBS Corporation / v $57,175,645
Chipotle Mexican Grill, Inc. ' $57,077,473
Microsoft Corporation $84,308,755

Vertex Pharmaceuticals Incorporated $36,635,468
Yahoo! Inc. ! $42,083,508

Exxon Mobil Corporation $33,096,312
QUALCOMM, Inc. $60,740,592
General Electric Company ' $37,250,774
salesforce.com, inc. : $39,907,534
Honeywell Intemational Inc. $29,142,121
The Walt Disney Company $46,497,018
Bristol-Myers Squibb Company $27,062,382
Viacom, Inc. $44,334,858

JPMorgan Chase & Co. ‘ $27,701,709
Prudential Financial Inc. ~ $37,483,092

The Coca-Cola Company , $25,224 422
Regeneron Pharmaceuticals Inc. $41,965,424
CVS Health Corporation $32,350,733
Target Corporatuon 528,164,024

~ $2532285
Allergan PLC (formerly Actavis) $36,613,829
Comcast Corporation $32,961,056

Bed Bath & Beyond Inc. ) $19,116,040
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Mutual Funds That Vote Against Overpaid CEOs
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SOURCE: Fund Votes

* Funds that had less than 25 votes at the representative companies were excluded from this list.



Rubber-Stamping Mutual Funds

CALAMOS
STEWARD 100%
TCW 100%
WADDELL & REED 08%
BLACKROCK 97
VANGUARD 97
PRIMECAP ODYSSEY 97
TIAA-CREF 96%
HARBOR 95%
HARTFORD 95%
40% 50% 60% 70|% Q(i}% 100%

SOURCE: Fund Votes
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* Funds that had less than 25 votes at the representative companies were excluded from this list.



DIMENSIONAL (8292,117)
SCHWAB (864,546)
COLUMBIA ($166,476)
AMERICAN ($1,277,606)
MANAGERS/AMG ($34,837)
PRINCIPAL ($158,578)

LEGG MASON ($96,140)
FRANKLIN TEMPLETON (8506,829)
JOHN HANCOCK (8184,126)

MFS ($206,600)

INVESCO ($153,690)
OPPENHEIMER (8201,056)

JANUS (8111,120)

WELLS FARGO (8121,544)
PUTNAM ($76,662)

JP MORGAN (8328,286)

FIDELITY ($1,504,468)

AMERICAN CENTURY (8121,967)
VOYA/ING ($102,848)

GOLDMAN SACHS (8104,461)

T ROWE (3635,008)
HARTFORD ($99,547)
TIAA-CREF ($114,764)
VANGUARD ($2,713,671)
BLACKROCK (8237,989)

0% 10% 20% 3% 40% 50%
SOURCE: Fund Votes




Funds With Year Over Year Change
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SRI Funds & Opposition
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CALVERT 87%
[ I I S G
TRILLIUM/PORTFOLIO 21 75%
| |
PAX 61%
BOSTON COMMON
QUAKER
PRAXIS
BRIDGEWAY
BOSTON TRUST & WALDEN FUNDS
PARNASSUS
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Public Pension Funds & Opposition

awmussmLioNs |

CALIFORNIA PUBLIC EMPLOYEES (3296,744)

CANADA PENSION FUND (8228 431)
CALIFORNIA STATE TEACHERS ($186,954) are
NEW YORK STATE COMMON $178.252) | 50%
ONTARIO TEACHERS' PENSION PLAN ($133.257) NN 26%
TEXAS TEACHERS' RETIREMENT ($128,933) 25%
BC INVESTMENT MANAGEMENT CORP. $123.600) I 76%
WISCONSON INVESTMENT BOARD ($100,214) ___j .
NEW JERSEY PUBLIC EMPLOYEES ($81,884) 22%
OHID STATE TEACHERS (73350 R 26%
OREGON PUBLIC EMPLOYEES ($71,571) | %

—— ——
VIRGINIA RETIREMENT SYSTEM (367 ,866) E:l
MASSACHUSETTS PRIM (859,919) 36%




Labor Funds, Foundations, and Endowments

AMALAGAMATED LONGVIEW
LOYOLA UNIVERSITY
NATHAN CUMMINGS

STATE STREET IAM SHARES FUND

UNIVERSITY OF CALIFORNIA

UNIVERSITY OF MICHIGAN

UNIERSITY OF TEXAS INVESTMENT MANAGEMENT

SOURCE: Fund Votes and As You Sow Research




Compensation Committee Directors

PRIMARY EMPLOYMENT

OTHER PUBLIC COMPANY BOARDS

Discovery Gould, Paul Managing Director, Executive VP Alien & Company (investment banker) Ampco-Pitisburgh Corporation and Liberty Giobal
Communications I~y yron Robert J— (Chain Chaiman, Discovery
Back, Robert R.
Oracke Corporation ~ Chizen, Bruce R. — Chair Senior Adviser to Permira Advisers LLP; Veenture Partner, Voyager Capital ~ Synopsys
Conrades, George H. Akamai Technologies (Chair) Harley-Davidson, lromvood Pharmaceuticals
Seligman, Naomi O. senior partner at Ostriker von Simson, a technology research fimm Akamai Technologies, iGate Comp
CBS Corporation Gordon, Bruce S. Northrop Grunman, ADT
Gifford, Charles K. — Chair Chairman Emeritus Bank of America, Eversource Energy
Marris, Doug CEQ, Sony Music
Cohen, William S. Chairman, CEQ, Cohen Group
Chipotle Mexican Friedman, Darlene, J. — Chair
Grill, Inc. Fynn, Patrick
Microsoft Corporation  Dublon, Dina™ Former CFO & EVF, JPMorgan Chass Pepsico, Acceniure PLC, supervisory board Deutsche Bank
Stanton, John Chairman, Trilogy Intemational Pariners Columbia Sportswear
Panke. Helmut Former Chairman of the Board of Management, BMW Bayerische Motoren  US8 AG, Singapore Aifines Limited, Bayer AG
' Werke AG (supervisory Board)
Klawe, Maria M. President, Harvey Mudd College Broadcom




Directors on Compensation Committees of Overpaid Companies

DIRECTOR 1 SN OTHER BOARDS PRIMARY AFFILIATION
Barr, William P. Dominion Resources, Inc.; Time Warner Inc. Selected Funds

Bethune, Gordon M. Honeywell International Inc.; Prudential Financial Inc. Sprint Corporation

Bollenbach, Stephen F. Mondeléz international, Inc.; Time Warner Inc. KB Home; Macy's; Moelis & Company
Bums, M. Michele Alexion Pharmaceuticals; Inc., Goldman Sachs Group Cisco Systems, Inc.; Etsy, Inc.
Calhoun, David L. The Boeing Company; Caterpillar Inc. Nielsen Holdings N.V.

Collins, Jr., Arthur D. Alcoa Inc.; The Boeing Company Cargill, Inc.; U.S. Bancomp

Duberstein, Kenneth M. The Boeing Company; Travelers Companies Inc Mack-Cali Realty Corporation

Gerber, Murry S. BlackRock; Inc., Halliburton Company 1.S. Steel Corporation

Gordon, Bruce S. CBS Corporation; Northrop Grumman Corporation The ADT Corporation

Johnson, James A.* Goldman Sachs Group, Inc.; Target Corporation




Overpaid by Pay and Performance Indicators
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Overpaid by Sustainability Indicators
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Overpaid by Consensus Measures




R. Paul Herman

R. Paul Hermon
CEO + Founder
HIP Investor




Top 25 Most Overpaid CEOs by HIP

COMPANY

CEO NAME(S)

CEO PAY VALUE

RN EWN -

DISCOVERY COMMS.'A' David M. Zaslav $156,077,912
MICROSOFT $84,308,755
ORACLE Safra A. Catz and Mark V. Hurd $75,335,428
QUALCOMM Steven M. Mollenkopf $60,740,592
CHIPOTLE MEXICAN GRILL Steve Elis and Monty Moran $57,077,473
CBS'B' Leslie Moonves $57,175,645
WALT DISNEY Robert A Iger $46,497,018
VIACOM ‘B’ Philippe P. Dauman $44,334,858
YAHOO Manissa A. Mayer $42,083,508
PRUDENTIAL FINANCIAL John R. Strangfeld $37,483,092
GENERAL ELECTRIC Jeffrey R. Immeit $37,250,774
VERTEX PHARMACEUTICALS Jeffrey M. Leiden $36,635,468
REGENERON PHARMACEUTICALS Leonard S. Schieifer $41,965,424
EXXON MOBIL Rex W, Tillerson $33,096,312
LOCKHEED MARTIN Marillyn A. Hewson $33,687,442
ACTAVIS Brenton L. Saunders $36,613,829
TIME WARNER CABLE Robert D. Marcus $34,615,507
CVS HEALTH Larry J. Merlo $32,350,733
TIME WARNER Jeffrey L. Bewkes $32,903,139
COMCAST ‘A’ Brian L. Roberts $32,961,056
TARGET Brian C. Cornell $28,164,024
SALESFORCE.COM Marc Benioff — (Chief Executive Officer and Chairman of the Board) $31,333,332
JP MORGAN CHASE & CO. James Dimon $27,701,709
HONEYWELL INTL. David M. Cote $29,142,121

BOEING W. James McNemey, Jr. $28,861,920




How HIP Investor Analyzed CEO Pay
and Linkages to Financial Performance

* Reliable sources:

— |ISS for Total Disclosed Compensation for S&P500 executives

— Thomson Reuters for financial returns, and some Exec Pay data
* Relationships tested:

— 1, 3, 5and 10 year performance

— Total Shareholder Return (TSR), and,
Return on Invested Capital (ROIC)

— CEQO’s most-recent pay, and multi-year average,

Exec team’s most-recent-pay, and multi-year average
* Regressions output:
— Highest correlation = 2.4% for 3-year TSR of CEO-most-recent-pay
— Typical correlation = less than 1% for multiple years & performance




How HIP Calculated the Overpaid CEOs:
e.g. Discovery Comm’s, David Zaslav

“CEO Pay” Starting Point, $10,827,477
based on regression analysis

Variation for Financial Performance +or -

(up for positive 5-year TSR, $11,093,825

or down for negative 5-yr TSR) Multiplied by the ratio of

Actual Financial Performance annualized 5-year TSR:
+26.97%

Expected CEO Pay $13,819,497

Actual CEO Pay $156,077,192

Overpayment to CEO $142,258,415

based on regression analysis

The predictability of CEO Pay based on 0.0153
Financial Performance (R-squared) (or, 1.53%)



THE MOST OVERPAID CEOs of 2014

REGENERON PHARMS. / Leonard

o Schiefer, $42M

@ CBS'B'/Les Moonves S57M

CHIPOTLE MEXN.GRILL / Steve
Ellis and Monty Moran, S57M

DISC(;VERY COMMS.'A' / David
Zaslav, S156M

ORACLE / Safra Catz + Mark

Hurd, $75M ~ MICROSOFT / Satya Nadella
~ e O $84M

EXXON MOBIL / Rex Tillerson
S33M

25,000,000 50,000,000 75,000,000 100,000,000 125,000,000 150,000,000 175,000,000




12 MONTHS AFTER, IS HIGH CEO PAY WORTH IT?
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CEO Pay Needs Updating of Metrics
and Better Accountability

 CEO Pay is not closely linked to Financial Performance
Which is a disconnect from the CEO Pay stock and option packages

* CEO Pay frequently linked to “old” financial metrics

— Like Earnings Per Share (EPS)
* Earnings are subject to massaging by accounting treatment
* Shares outstanding are repurchased rather than invested in R&D

* “CEO Pay to Avg Worker Pay” is a key indicator of risk

HIP analysis of 4,800 companies over 9 years finds that CEOs paid 400x to 1000x the
average worker destabilizes the incentive structures, and pollutes the culture

This “new” metric also correlates to expected changes in financial returns (shareholder
value; cash flow) and financial risk (volatility)

— SECto require this new metricin 2017
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