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%\�-RVHI�5DVKW\

(PSOR\PHQW� FRQWUDFWV�PD\�KDYH
SRVW�HPSOR\PHQW� REOLJDWLRQV� DQG
FRYHQDQWV��LQFOXGLQJ�FRQILGHQWLDOL�

W\�DJUHHPHQWV��QRQFRPSHWLWLRQ�DJUHHPHQWV�
DQG�QRQVROLFLWDWLRQ�DJUHHPHQWV��7KHVH�SRVW�
HPSOR\PHQW�DJUHHPHQWV�XVXDOO\�VSHOO�RXW
FHUWDLQ� OHJDO� REOLJDWLRQV� WKDW� HPSOR\HHV
KDYH�GXULQJ�WKH�SRVW�HPSOR\PHQW�SHULRGV�
HYHQ� WKRXJK� WKHLU� HPSOR\PHQW� VHUYLFHV
KDYH�EHHQ� WHUPLQDWHG� DQG� WKH\� DUH� QR
ORQJHU�HPSOR\HG�E\�WKH�FRPSDQ\�
(PSOR\HUV� VRPHWLPHV� HQIRUFH� WKHVH

UHVWULFWLYH�FRYHQDQWV�WKURXJK�HTXLW\�DZDUGV�
)RU�H[DPSOH��WKH�HPSOR\PHQW�DJUHHPHQWV
PD\�FRQWDLQ�D�IRUIHLWXUH�RI�XQSDLG�HTXLW\
DZDUGV�RU�FODZEDFN�IHDWXUHV�IRU�WKH�YDOXH
RI�YHVWHG�DQG�H[HUFLVHG�DZDUGV�LI�HPSOR\�
HHV� IDLO� WR� KRQRU� WKHVH�SRVW�HPSOR\PHQW
REOLJDWLRQV��
7KH�6DUEDQHV�2[OH\�$FW�RI�������62;�

DQG�WKH�'RGG�)UDQN�$FW�RI������DOVR�SUR�
YLGH�IRU�FODZEDFN�SURYLVLRQV�WKDW��XQGHU�FHU�
WDLQ�FLUFXPVWDQFHV��UHTXLUH�WHUPLQDWHG�H[HF�
XWLYHV�WR�VXUUHQGHU�WKH�YHVWHG�HTXLW\�DZDUGV
RU�WKH�SURILWV�WKDW�WKH\�KDYH�UHDOL]HG�
7KLV�DUWLFOH�GLVFXVVHV�WKH�DFFRXQWLQJ�LPSOL�

FDWLRQV�RI�HTXLW\�DZDUGV�WKDW�DUH�VXEMHFW�WR
SRVW�SHUIRUPDQFH�IRUIHLWXUH�RU�FODZEDFN�SUR�
YLVLRQV�GXH� WR�XQSHUIRUPHG�RU�XQGHUSHU�
IRUPHG�SRVW�SHUIRUPDQFH�REOLJDWLRQV�RU�WKH
RFFXUUHQFH�RI�FHUWDLQ�SRVW�SHUIRUPDQFH
HYHQWV��7KH�JXLGDQFH� IRU�DFFRXQWLQJ� WUHDW�
PHQW�RI�WKHVH�WUDQVDFWLRQV�LV�EDVHG�RQ�7RSLF
�����³6WRFN�&RPSHQVDWLRQ�´�DQG� UHFHQWO\
LVVXHG�$FFRXQWLQJ�6WDQGDUG�8SGDWH��$68�
���������$FFRXQWLQJ� IRU�6KDUH�%DVHG
3D\PHQWV�:KHQ� WKH�7HUPV�RI�DQ�$ZDUG
3URYLGH�7KDW�D�3HUIRUPDQFH�7DUJHW�&RXOG
%H�$FKLHYHG�DIWHU� WKH�5HTXLVLWH�6HUYLFH
3HULRG�

Post-Performance Obligations
,Q�VRPH�VLWXDWLRQV�� WKH�HQG�RI�HPSOR\�

PHQW�PHDQV� WKDW� D� IHZ� OHJDO� REOLJDWLRQV

PD\� FRQWLQXH� WR� OLQJHU� GXULQJ� WKH�SRVW�
HPSOR\PHQW�SHULRG��
&RQILGHQWLDOLW\�DJUHHPHQWV��(PSOR\HHV

KDYH�D�EDVLF�FRPPRQ�ODZ�REOLJDWLRQ�WR�UHQ�
GHU�IDLWKIXO�DQG�OR\DO�VHUYLFHV�WR�WKHLU�HPSOR\�
HU�GXULQJ�WKHLU�HPSOR\PHQW��$V�D�JHQHUDO�UXOH�
HPSOR\HHV�PD\�OHDYH�WKHLU�HPSOR\PHQW�DQG
ODZIXOO\�FRPSHWH�DJDLQVW�WKHLU�IRUPHU�HPSOR\�
HUV�� WDNLQJ� WKH�NQRZOHGJH� WKDW� WKH\�KDYH
JDLQHG�GXULQJ�WKHLU�HPSOR\PHQW��%XW�WKH\�FDQ�
QRW�XVH�DQ\�RI�FHUWDLQ�LQIRUPDWLRQ�WKH\�OHDUQHG
ZKLOH�ZRUNLQJ�IRU�WKHLU�SUHYLRXV�HPSOR\HUV�
VXFK�DV�WUDGH�VHFUHWV��FRQILGHQWLDO�LQIRUPDWLRQ�
RU�FXVWRPHU� OLVWV�DJDLQVW� WKHLU�HPSOR\HUV
DIWHU� WKH\�DUH�QR� ORQJHU�ZRUNLQJ�IRU� WKH
FRPSDQ\²WHPSWLQJ�DV�LW�PLJKW�EH�

7HUPLQDWHG�HPSOR\HHV�GR�QRW�QHFHVVDU�
LO\�QHHG�WR�SK\VLFDOO\�UHPRYH�FRQILGHQWLDO
LQIRUPDWLRQ�WR�YLRODWH�VXFK�REOLJDWLRQV��7KH
UXOHV� DSSO\� WR� FRPPHUFLDOO\� YDOXDEOH
NQRZOHGJH� OHDUQHG�RU�PHPRUL]HG�GXULQJ
WKH�HPSOR\PHQW�DV�ZHOO��ZKLFK�WKH\�PD\
XVH� LQDGYHUWHQWO\� DV�ZHOO� DV� FRQVFLRXVO\�
(PSOR\HUV�XVXDOO\�REWDLQ�D�VLJQHG��ZULWWHQ
FRQILGHQWLDOLW\� DJUHHPHQW� IURP�HPSOR\�
HHV� EHIRUH� WHUPLQDWLRQ� WR� HQVXUH� WKH
VWURQJHVW� FODLP�RI� UHVWUDLQW� DJDLQVW� WKH
HPSOR\HH��,W�ZRXOG�EH�EHWWHU��KRZHYHU��LI
HPSOR\HHV�VLJQHG�WKH�FRQILGHQWLDOLW\�DJUHH�
PHQWV� DW� WKH� EHJLQQLQJ�RI� WKHLU� HPSOR\�
PHQW� WR� VDWLVI\� WKH� FRPPRQ�ODZ�FRQWUDFW
UHTXLUHPHQW�RI�FRQVLGHUDWLRQ�

Employment Contracts with 
Post-Employment Obligations 
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1RQFRPSHWH� DJUHHPHQWV�� ,Q� FHUWDLQ
FDVHV��HPSOR\HUV�UHTXLUH�HPSOR\HHV�WR�VLJQ
D�QRQFRPSHWH�DJUHHPHQW�WR�SUHYHQW�WKHP
IURP�GLUHFWO\� FRPSHWLQJ�ZLWK� WKHLU� IRU�
PHU�HPSOR\HUV�DIWHU�WKH�WHUPLQDWLRQ�RI�WKH
HPSOR\PHQW� DJUHHPHQW��(PSOR\HUV¶
OHJDO� UHPHG\� LQ� FDVHV� RI� YLRODWLRQ� RI
QRQFRPSHWH�DJUHHPHQWV� LV� DQ� LQMXQFWLRQ�
&RXUWV� JHQHUDOO\� UHFRJQL]H� WKDW� QRQFRP�
SHWLWLRQ� UHVWULFWLRQV� GLVWRUW� WKH� IUHH�PDU�
NHW� DQG� DUH� UHOXFWDQW� WR� HQIRUFH� WKHP
XQOHVV� WKHUH� LV� VWURQJ� HYLGHQFH� WKDW� VXFK
FRPSHWLWLRQ�ZRXOG�WKUHDWHQ�WKH�VXUYLYDO�RI
WKH�IRUPHU�HPSOR\HU¶V�EXVLQHVV��7KXV�� LQ
PRVW�LQVWDQFHV��D�FRQYLQFLQJ�FDVH�PXVW�EH
PDGH� IRU� WKH� FRXUWV� WR� H[FOXGH� HPSOR\�
HHV� IURP� FRPSHWLQJ�ZLWK� WKHLU� IRUPHU
HPSOR\HUV�
1RQVROLFLWDWLRQ�DJUHHPHQWV��(PSOR\HHV

RIWHQ�ZLVK� WR�PDLQWDLQ� UHODWLRQVKLSV�ZLWK
WKHLU�IRUPHU�FRZRUNHUV�RU�FXVWRPHUV��,V�LW
OHJDO�WR�DVN�DQ�H[�FROOHDJXH�WR�MRLQ�D�QHZ
HPSOR\HU"� ,V� LW� OHJDO� WR� DVN� FXVWRPHUV
WKDW�H[�HPSOR\HHV�DFTXLUHG�IRU�D�SUHYLRXV
HPSOR\HU�WR�IROORZ�WKHP�WR�D�QHZ�HPSOR\�
HU"�7KH�OHJDOLW\�RI� WKHVH�DFWLYLWLHV� LV�XVX�
DOO\�GHWHUPLQHG�RQ�D�FDVH�E\�FDVH�EDVLV�

Enforcement of Restrictive Covenants
6RPH�FRPSDQLHV�KDYH�VXFFHVVIXOO\�XVHG

HTXLW\� DZDUGV� IRU� WKH� HQIRUFHPHQW� RI
VXFK� UHVWULFWLYH� FRYHQDQWV��7KHUH� DUH� GLI�
IHUHQW�DSSURDFKHV�� IRU�H[DPSOH�� WKH�FRP�
SDQ\¶V�WHUPLQDWLRQ�GRFXPHQWV�PD\�LQFOXGH
IRUIHLWXUH� SURYLVLRQV� IRU� XQSDLG� HTXLW\
DZDUGV�RU� FODZEDFN�SURYLVLRQV� WR� UHFDS�
WXUH� SDUW� RU� DOO� RI� WKH�YDOXH�RI� YHVWHG
HTXLW\�DZDUGV�LQ�FDVH�DQ�HPSOR\HH�YLRODWHV
WKH�SRVW�SHUIRUPDQFH�FRQGLWLRQV��
&RXUWV� XVXDOO\� WU\� WR� EDODQFH� WKH� LQGL�

YLGXDO� HPSOR\HH¶V� ULJKW� WR�PRYH�RQ� DQG
HDUQ� D� OLYLQJ�ZLWK� WKH� IRUPHU� HPSOR\HU¶V
QHHG� WR� SURWHFW� LWV� OHJLWLPDWH� SURSULHWDU\
EXVLQHVV�LQWHUHVWV��(PSOR\HUV�VKRXOG�FRQ�
VLGHU�ZKHWKHU�WKH\�QHHG��DQG�FDQ�HQIRUFH�
DQ\� SRVW�WHUPLQDWLRQ� UHVWUDLQWV� RQ
HPSOR\HHV��$�FRPSDQ\�PXVW�WDNH�WKH�JHR�
JUDSKLFDO� ORFDWLRQ�RI� WKH� HPSOR\HH¶V
SODFH�RI�HPSOR\PHQW�DQG�WKH�FRPSDQ\�LQWR
DFFRXQW��DV�ZHOO�DV�DQ\�VWDWH�ODZV�UHJXODW�
LQJ�QRQFRPSHWH�DJUHHPHQWV�
0XOWLQDWLRQDO�RUJDQL]DWLRQV�VKRXOG�DOVR�EH

DZDUH� WKDW� WKHVH� UHVWULFWLYH�FRYHQDQWV�PD\
ZRUN� LQ� VRPH�FRXQWULHV��EXW� WKHLU�HQIRUFH�
PHQW�PD\�EHFRPH�SUREOHPDWLF�LQ�RWKHUV��7KH
FRYHQDQW�PD\�DOVR� IDFH� OHJDO�FKDOOHQJHV� LI
HTXLW\�DZDUGV�DUH�YLHZHG�DV�SDUW�RI�UHJXODU

FRPSHQVDWLRQ�DQG�WKH�HPSOR\HH�FODLPV�HQWL�
WOHPHQW�WR�WKH�DZDUG��1HYHUWKHOHVV��LQ�VRPH
VLWXDWLRQV�WKH�UHVWULFWLYH�FRYHQDQW�RQ�HTXLW\
DZDUGV�PD\�ZRUN�DV�D�GHWHUUHQW��UHJDUGOHVV
RI�LWV�HQIRUFHDELOLW\�

Post-Performance Events
7KH�'RGG�)UDQN�$FW� UHTXLUHV� WKH�6(&

WR� LVVXH� UXOHV� EDUULQJ�QDWLRQDO� H[FKDQJHV
IURP� OLVWLQJ� DQ\� FRPSDQ\� WKDW� KDV� QRW
LPSOHPHQWHG�D�FODZEDFN�SROLF\�WKDW�GRHV
QRW�LQFOXGH�UHFRXSPHQW�RI�LQFHQWLYH�EDVHG
FRPSHQVDWLRQ�IRU�FXUUHQW�DQG�IRUPHU�H[HF�
XWLYHV�IRU�D�WKUHH�\HDU�SHULRG��7KH�6(&�KDV
QRW� \HW� LVVXHG� LWV� ILQDO� UHJXODWLRQV�RQ
WKHVH�FODZEDFN�UHTXLUHPHQWV��
7KH�'RGG�)UDQN�$FW¶V� FODZEDFN

UHTXLUHPHQWV�DUH�GLIIHUHQW�WKDQ�WKH�62;
SURYLVLRQV��8QGHU�'RGG�)UDQN�� FRPSD�
QLHV� DUH� UHTXLUHG� WR� UHFRYHU� FRPSHQVD�
WLRQ��LQFOXGLQJ�RSWLRQV��EDVHG�RQ�PDWHUL�
DOO\� LQDFFXUDWH� ILQDQFLDO� LQIRUPDWLRQ�
UHJDUGOHVV� RI�PLVFRQGXFW� RU� IDXOW�
([KLELW�� FRPSDUHV� WKH� FODZEDFN�SURYL�
VLRQV� XQGHU� WKHVH� WKH� WZR� DFWV� �-RVHI
5DVKW\��³7KH�'RGG�)UDQN�$FW�$GGUHVVHV
&RUSRUDWH�*RYHUQDQFH�´�7KH�&3$
-RXUQDO��$SULO�������SS���������
(YHQ�WKRXJK�WKH�6(&�KDV�QRW�\HW�LVVXHG

WKH�ILQDO�UXOHV�RQ�WKLV�SURYLVLRQ��VHYHUDO�FRP�
SDQLHV�DUH�DOUHDG\�GLVFORVLQJ� WKHLU�FODZ�

EDFN�SROLFLHV��OLNHO\�EHFDXVH�SUR[\�DGYLVR�
U\�ILUPV�VXFK�DV�*ODVV�/HZLV�DQG�,QVWLWXWLRQDO
6KDUHKROGHU�6HUYLFHV�FRQVLGHU�FRPSDQLHV¶
FODZEDFN�SROLFLHV�ZKHQ�PDNLQJ�WKHLU�³VD\�
RQ�SD\ �́YRWLQJ�UHFRPPHQGDWLRQV��

ASU 2014-12
,Q� -XQH�������)$6%� LVVXHG� LWV�FRQVHQ�

VXV�RI� WKH�(PHUJLQJ� ,VVXHV�7DVN�)RUFH�DV
$68����������7KH�(,7)�FRQFOXGHG�WKDW�D
SHUIRUPDQFH� WDUJHW� WKDW�DIIHFWV�YHVWLQJ�DQG
LV�DFKLHYHG�DIWHU�WKH�UHTXLVLWH�VHUYLFH�SHULRG
LV�D�SHUIRUPDQFH�FRQGLWLRQ� �$6&��������
��������7KXV��FRPSHQVDWLRQ�FRVW�VKRXOG�EH
UHFRJQL]HG�RYHU�WKH�UHTXLUHG�VHUYLFH�SHULRG
LI�LW�LV�SUREDEOH�WKDW�WKH�SHUIRUPDQFH�FRQGL�
WLRQ�ZRXOG�EH�DFKLHYHG��7KH�WRWDO�FRPSHQ�
VDWLRQ�FRVW�VKRXOG�UHIOHFW�WKH�QXPEHU�RI�HTXL�
W\�DZDUGV� WKDW�DUH�H[SHFWHG� WR�YHVW�DQG
VKRXOG�EH�DGMXVWHG�EDVHG�RQ�WKH�DFWXDO�IRU�
IHLWXUH�UDWH��WUXHG�XS��ZKHQ�WKRVH�DZDUGV�DUH
XOWLPDWHO\�YHVWHG�
7KLV�FRQVHQVXV�SURYLGHV�DGGLWLRQDO�JXLG�

DQFH�DQG�FODULILFDWLRQ� IRU� WKH�DFFRXQWLQJ
WUHDWPHQW�RI�VWRFN�FRPSHQVDWLRQ�DZDUGV�WKDW
KDYH�D�ULJKW�RI� IRUIHLWXUH�RU�FODZEDFN�GXU�
LQJ�WKH�SRVW�SHUIRUPDQFH�SHULRG��8QGHU�WKLV
JXLGDQFH��DQ�HQWLW\�VKRXOG�QRW�UHFRUG�FRP�
SHQVDWLRQ�FRVW�XQWLO� LW� LV�SUREDEOH� WKDW� WKH
SHUIRUPDQFH� WDUJHW�ZLOO�EH�DFKLHYHG�
)XUWKHUPRUH��SHUIRUPDQFH�FRQGLWLRQV�DIIHFW
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EXHIBIT 1
Comparing Clawback Provisions

Clawback
Provisions Sarbanes-Oxley Act Dodd-Frank Act

Scope Accounting restatement Accounting restatement due to 
due to material noncompliance material noncompliance with any 
with the securities laws as a financial reporting requirements 
result of misconduct under the securities laws

Recovery Amount received as incentive- Erroneously awarded incentive-
based compensation and profits based compensation (including 
realized from stock sales stock options) in excess of the 

amount that would have been 
paid under the restatement

Applicability CEOs and CFOs All current and former executive
officers

Period covered 12 months 3 years



RQO\� WKH�YHVWLQJ�FRQGLWLRQ�RI� VWRFN�FRP�
SHQVDWLRQ�DZDUGV�DQG�GR�QRW�LPSDFW�WKH�HVWL�
PDWH�RI�WKH�DZDUG¶V�JUDQW�GDWH�IDLU�YDOXH��
$68���������LV�HIIHFWLYH�IRU�DOO�HQWLWLHV

IRU� DQQXDO� SHULRGV�EHJLQQLQJ� DIWHU
'HFHPEHU����� ������ DQG� LQWHULP�SHULRGV
ZLWKLQ� WKRVH�\HDUV��7KH�JXLGDQFH� FDQ�EH
DGRSWHG�RQ�D�SURVSHFWLYH�EDVLV��EXW�LW�FDQ
DOVR�EH�DSSOLHG�RQ�D�PRGLILHG�SURVSHFWLYH
EDVLV� IRU� SHUIRUPDQFH� WDUJHWV� RXWVWDQGLQJ
RQ�RU� DIWHU� WKH�EHJLQQLQJ�RI� WKH� ILUVW
DQQXDO� SHULRG�SUHVHQWHG� DV� RI� WKH� DGRS�
WLRQ�GDWH��(DUO\�DGRSWLRQ�LV�SHUPLWWHG�

ASC 718—Contingent Provisions
&ODZEDFNV�� WKH� FRQWLQJHQW� SURYLVLRQV

LQ�HTXLW\�DZDUGV��DUH�XVHG�IRU�WKH�HQIRUFH�
PHQW� RI� FRQILGHQWLDOLW\�� QRQFRPSHWH�� DQG
QRQVROLFLWDWLRQ�FRYHQDQWV��7KHVH�FODZEDFN
SURYLVLRQV�PD\�DOVR�EH�WULJJHUHG�E\�RWKHU
HYHQWV��VXFK�DV�WKH�UHVWDWHPHQW�RI�ILQDQFLDO
VWDWHPHQWV�� DV� UHTXLUHG�E\� WKH�'RGG�
)UDQN�$FW��&RQWLQJHQW�SURYLVLRQV�RI�HTXL�
W\�DZDUGV��OLNH�IRUIHLWXUH�SURYLVLRQV��GR�QRW
LPSDFW� WKH� HVWLPDWH�RI� WKH�JUDQW�GDWH� IDLU
YDOXH��$6&��������������DQG�$6&�����
���������� ,QVWHDG�� WKH�HIIHFW�RI� VXFK�FRQ�
WLQJHQW�SURYLVLRQV�VKRXOG�EH�DFFRXQWHG�IRU�
LI� DQG�ZKHQ� WKH� FRQWLQJHQW� HYHQWV� RFFXU
�$6&���������������
,I�WKH�FODZEDFN�IHDWXUH�LV�WULJJHUHG�DQG

WKH�HPSOR\HH�PXVW�UHWXUQ�WKH�JDLQ�UHDOL]HG

RQ� WKH� H[HUFLVH� RI� DQ�RSWLRQ�RU� VDOH� RI
VKDUHV��RU�PXVW�UHWXUQ�VKDUHV�LQ�H[FKDQJH
IRU� FRQVLGHUDWLRQ� LQ� DQ� DPRXQW� OHVV� WKDQ
WKHLU�FXUUHQW�IDLU�YDOXH��WKH�FRPSDQ\�VKRXOG
UHFRJQL]H�WKH�DSSURSULDWH�GHELW�DPRXQW�DV
HLWKHU� FDVK�RU� WUHDVXU\� VWRFN�RQ� LWV� EDO�
DQFH�VKHHW��$6&��������������UHTXLUHV�WKDW
DQ�RIIVHWWLQJ� FUHGLW� VKRXOG�EH� UHFRJQL]HG
LQ�WKH�VWDWHPHQW�RI�RSHUDWLRQV�LQ�DQ�DPRXQW
HTXDO� WR� WKH� OHVVHU� RI� ���� WKH� UHFRJQL]HG
FRPSHQVDWLRQ� FRVW� RU� ���� WKH� FXUUHQW� IDLU
YDOXH�RI� WKH� FRQVLGHUDWLRQ� UHFHLYHG��7KH
H[FHVV�RI� WKH� IDLU�YDOXH�RI� WKH�FRQVLGHUD�
WLRQ�UHFHLYHG�DQG� WKH�DPRXQW�UHFRUGHG� LQ
WKH� VWDWHPHQW� RI� RSHUDWLRQV� �HTXDO� WR
VWRFN� FRPSHQVDWLRQ� UHFRJQL]HG��PXVW� EH
UHFRUGHG�DV�DGGLWLRQDO�SDLG�LQ�FDSLWDO�
7KH�JXLGDQFH�YLHZV� WKH�FODZEDFN�SUR�

YLVLRQ�DV�GLIIHUHQW�WKDQ�WKH�IRUIHLWXUH�SUR�
YLVLRQ��7KH�FODZEDFN�SURYLVLRQ� LV� UHODWHG
WR�D� WUDQVDFWLRQ� WKDW�KDV� WDNHQ�SODFH�ZLWK
D�FXUUHQW�RU�IRUPHU�HPSOR\HH�DV�D�UHVXOW�RI
D�FXUUHQW�RU� IRUPHU�HPSOR\PHQW� UHODWLRQ�
VKLS��ZKHUHDV� WKH� IRUIHLWXUH� SURYLVLRQ� LV
UHODWHG�WR�D�FXUUHQW�HPSOR\HH�DV�DQ�HTXLW\
RZQHU��([KLELW���VXPPDUL]HV�WKH�DFFRXQW�
LQJ� LPSOLFDWLRQV� RI� WKH� FODZEDFN� SURYL�
VLRQ�LQ�WKH�DFFRXQWLQJ�JXLGDQFH�

Noncompete Provisions
([DPSOHV� ��� DQG� ��� LQ�$6&��������

���KDYH�DGGUHVVHG� WKH� LVVXH�RI�QRQFRP�

SHWH� FODXVHV� LQ� HPSOR\PHQW� FRQWUDFWV�
([DPSOH� ��� FRQFOXGHV� WKDW� QRQFRPSHWH
DUUDQJHPHQWV� GR� QRW� DIIHFW� WKH� UHTXLVLWH
VHUYLFH� SHULRG��7KXV�� VWRFN� FRPSHQVD�
WLRQ�H[SHQVH�VKRXOG�EH�UHFRJQL]HG�UDWDEO\
RYHU� WKH� VWDWHG� YHVWLQJ� WHUPV�� UHJDUGOHVV
RI�WKH�H[LVWHQFH�RI�D�QRQFRPSHWH�DUUDQJH�
PHQW��
([DPSOH�����RQ�WKH�RWKHU�KDQG��DSSHDUV

WR�LPSO\�WKDW�QRQFRPSHWH�SURYLVLRQV�FUH�
DWH� LQ�VXEVWDQFH� UHTXLVLWH� VHUYLFH� SHUL�
RGV��7KH�UHFRJQLWLRQ�RI�VWRFN�FRPSHQVD�
WLRQ�VKRXOG�EH�H[WHQGHG�WR�WKH�GXUDWLRQ�RI
WKH� REOLJDWLRQ��7KH� FLUFXPVWDQFHV� WKDW
)$6%�GHVFULEHV� LQ�([DPSOH�����KRZHY�
HU�� DUH� GLIIHUHQW� IURP�([DPSOH� ���� ,Q
([DPSOH� ���� DOO� DZDUGV� DUH� YHVWHG
LPPHGLDWHO\� DQG� DUH� VLJQLILFDQW� WR� WRWDO
FRPSHQVDWLRQ��)XUWKHUPRUH��WKH�XQLWV�DUH
WUDQVIHUDEOH� WR� WKH� HPSOR\HH� EDVHG� RQ� D
GHOD\HG�WUDQVIHU� VFKHGXOH��ZKHUHDV� LQ
([DPSOH���� WKH� HTXLW\� DZDUGV� DUH� H[HU�
FLVDEOH�XSRQ�YHVWLQJ�DQG�DUH�SURSRUWLRQ�
DWH�WR�WRWDO�FRPSHQVDWLRQ�
&RPSDQLHV�JHQHUDOO\�DYRLG�WKH�PRGHO�LQ

([DPSOH����EHFDXVH�LW�PD\�KDYH�WD[�LPSOL�
FDWLRQV�XQGHU� ,5&� VHFWLRQ����$��6HFWLRQ
���$�FUHDWHG�QHZ� UHTXLUHPHQWV� IRU� QRQ�
TXDOLILHG�GHIHUUHG� FRPSHQVDWLRQ� DUUDQJH�
PHQWV�DQG�LPSRVHV�VLJQLILFDQW�SHQDOWLHV�LI
FHUWDLQ�DUUDQJHPHQWV�GR�QRW�FRPSO\�ZLWK
VXFK� UHTXLUHPHQWV��6HFWLRQ����$�FRXOG
DSSO\�LQ�FHUWDLQ�FDVHV�WR�VHSDUDWLRQ�DUUDQJH�
PHQWV� DQG�SRVW�HPSOR\PHQW� SD\PHQWV
>6XOOLYDQ�	�:RUFHVWHU�//3��������³6HFWLRQ
���$� 4XHVWLRQV� DQG� $QVZHUV�´
KWWS���ZZZ�VDQGZ�FRP�DVVHWV�KWPO
GRFXPHQWV�&/,(17B$'9�B�B$B
4XHVWLRQBDQGB$QVZHUB*XLGHB���$B
�%���������3')@�
7KHUHIRUH�� EDVHG�RQ� WKH�JXLGDQFH� LQ

$6&�����DQG�$68����������QRQFRPSHWH
DQG�RWKHU�SRVW�SHUIRUPDQFH�DUUDQJHPHQWV
DQG�HYHQWV�GR�QRW�LPSDFW�WKH�IDLU�YDOXH�DQG
WKH�UHTXLVLWH�VHUYLFH�SHULRG�RI� WKH�DZDUGV
LQ�PRVW� LQVWDQFHV�� KRZHYHU�� WKH\�PD\
LPSDFW�WKH�IRUIHLWXUH�UDWHV��
7KH�IROORZLQJ�H[DPSOH�GHSLFWV�WKH�DSSOL�

FDWLRQ�RI�$6&����� DQG� UHFHQWO\� LVVXHG
$68���������

Example
$W� WKH�EHJLQQLQJ�RI� ��;���(QWLW\�$

JUDQWV� LWV�&KLHI�([HFXWLYH�2IILFHU� �&(2�
������QRQTXDOLILHG�VWRFN�RSWLRQV�DQG������
UHVWULFWHG� VWRFN�XQLWV� �568���7KH� HTXLW\
DZDUGV�ZLOO� YHVW� LQ� IRXU� \HDUV� �DQQXDO
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EXHIBIT 2
Summary of the Accounting Implications of the Clawback Provisions

Clawback or Forteiture Event                 Accounting Treatment

Forfeiture of options or restricted stock units
not vested but employee has rendered ser-
vices and company has recognized the
compensation expense

Clawback of options or restricted stock units
vested (the fair market value of equity awards
is equal or less than grant date fair value)

Clawback of options or restricted stock units
vested (the fair market value of equity
awards is greater than grant date fair value)

Reversal of stock compensation expense
and adjustment of forteiture rate

Company records offsetting entry as other
income in the statement of operations

Company records offsetting entry as other
income (to the extent that stock compensa-
tion expense equal to grant date fair value
has been recognized) in the statement of
operations

Excess of fair market value of the equity
awards over the grant date fair value 
(stock compensation recognized) reflected in
additional paid-in-capital



FOLII�YHVWLQJ������HYHU\�\HDU���7KH�HTXLW\
DZDUGV�EHFRPH� IUHHO\� WUDQVIHUDEOH� XSRQ
YHVWLQJ�DQQXDOO\�
7KH� HTXLW\� DZDUGV� DOVR� DUH� WLHG� WR�

FHUWDLQ�SRVW�SHUIRUPDQFH�REOLJDWLRQV� �L�H��
QRQFRPSHWLWLRQ��QRQVROLFLWDWLRQ��FRQILGHQ�
WLDOLW\��DQG�DUH�VXEMHFW�WR�WKH�IROORZLQJ�IRU�
IHLWXUH�DQG�FODZEDFN�SURYLVLRQV�LI�SRVW�SHU�
IRUPDQFHV�REOLJDWLRQV�DUH�YLRODWHG�
! $OO�XQYHVWHG�DZDUGV�RXWVWDQGLQJ�ZLOO�EH
IRUIHLWHG�
! ,I� WKH�&(2�KDV� VROG� FHUWDLQ� HTXLW\
DZDUGV�GXULQJ�WKH�\HDU�SULRU�WR�KLV�WHUPL�
QDWLRQ��KH�PXVW�UHWXUQ�����RI�WKH�JDLQV�KH
KDV�UHDOL]HG�LQ�WKH�WUDQVDFWLRQ�WR�(QWLW\�$�
! )RU�DZDUGV�YHVWHG�EXW�QRW�VROG��WKH�&(2
PXVW�UHWXUQ�����RI�WKH�HTXLW\�DZDUGV�YHVWHG
WR�(QWLW\�$�ZLWK�QR�FRQVLGHUDWLRQ�
7KH�IDLU�PDUNHW�YDOXHV�RI�VWRFN�RSWLRQV

DQG�568V�JUDQWHG� DW� WKH�EHJLQQLQJ�RI
��;��ZHUH����SHU�VKDUH�DQG�����SHU�VKDUH�
UHVSHFWLYHO\��7KH� FORVLQJ�SULFH�RI�(QWLW\
$¶V� VWRFN� DW� WKH� DQQLYHUVDU\�RI� WKH�JUDQW
DQG� DW� WKH� WLPH�RI� WHUPLQDWLRQ�ZDV����
SHU�VKDUH�
7KH�&(2�RI�(QWLW\�$�����PRQWKV�DIWHU

KH�EHJLQV�HPSOR\PHQW��YROXQWDULO\� WHUPL�
QDWHV�KLV�VHUYLFHV�DQG�LV�VXEVHTXHQWO\�KLUHG
E\� D� GLUHFW� FRPSHWLWRU��+H� H[HUFLVHG
������568V�YHVWHG�IRU�����SHU�VKDUH�DW�WKH
DQQLYHUVDU\�RI�WKH�JUDQW�DQG�UHDOL]HG�D�JDLQ
RI����������������568�DZDUGV�î�������7KH
������RSWLRQV�YHVWHG�ZHUH�VWLOO�RXWVWDQGLQJ
DW�WKH�WLPH�RI�WHUPLQDWLRQ�
(QWLW\�$�KDV�XVHG�WKH�����IRUIHLWXUH�UDWH

IRU� WKH�HTXLW\�DZDUGV�JUDQWHG�WR�LWV�H[HF�
XWLYHV�DQG�LWV�SROLF\�LV�WR�WUXH�XS�WKH�IRU�
IHLWXUH� UDWHV� �DGMXVWLQJ� HVWLPDWHG� IRUIHL�
WXUH� UDWHV� WR� DFWXDO��ZKHQ� DOO� WKH� HTXLW\
DZDUGV� LQ� HDFK�SDUWLFXODU� JUDQW� DUH� IXOO\
YHVWHG�RU�FDQFHOOHG�
7KH� IROORZLQJ� MRXUQDO� HQWULHV� UHIOHFW

WKH� HTXLW\� WUDQVDFWLRQV�GXULQJ� WKH�&(2¶V
HPSOR\PHQW�DQG�SRVW�HPSOR\PHQW��7KH�WD[
LPSDFW�KDV�QRW�EHHQ�WDNHQ�LQWR�DFFRXQW�

Journal Entries during Employment
7KH�TXDUWHUO\� MRXUQDO� HQWULHV� IRU� ��;�

DUH�DV�IROORZV�
6WRFN�2SWLRQV
6WRFN�&RPSHQVDWLRQ ������
$GGLWLRQDO�3DLG�,Q�&DSLWDO ������

����RSWLRQV�YHVWHG�TXDUWHUO\�î����IDLU�PDU�
NHW�YDOXH��OHVV�����IRUIHLWXUH�UDWH�
568V
6WRFN�&RPSHQVDWLRQ ������
$GGLWLRQDO�3DLG�,Q�&DSLWDO ������

����568V�YHVWHG�TXDUWHUO\�î����IDLU�PDU�
NHW�YDOXH��OHVV�����IRUIHLWXUH�UDWH

Journal Entries after Termination
7KH�&(2� WHUPLQDWHV� KLV� HPSOR\PHQW

DW�WKH�HQG�RI�WKH�VHFRQG�TXDUWHU�RI���;��
WKXV� IRUIHLWLQJ�KLV�XQYHVWHG� VWRFN�RSWLRQV
DQG�568V��%HFDXVH�(QWLW\�$�KDV�PDGH
MRXUQDO�HQWULHV�IRU�WKH�VWRFN�FRPSHQVDWLRQ
IRU�WKH�ILUVW�WZR�TXDUWHUV�RI���;���LW�UHYHUV�
HV� WKHVH� MRXUQDO� HQWULHV� DQG� WUXHV� XS� WKH
IRUIHLWXUH�UHVHUYH�
6WRFN�2SWLRQV
$GGLWLRQDO�3DLG�,Q�&DSLWDO ������
6WRFN�&RPSHQVDWLRQ ������

5HYHUVDO�RI�MRXUQDO�HQWULHV�IRU�WKH�ILUVW�WZR
TXDUWHUV�RI���;����������î���
6WRFN�&RPSHQVDWLRQ ����
$GGLWLRQDO�3DLG�,Q�&DSLWDO ����

7R�WUXH�XS�WKH�IRUIHLWXUH�UHVHUYH�IRU���;�
��������í��������î���
568V
$GGLWLRQDO�3DLG�,Q�&DSLWDO ������
6WRFN�&RPSHQVDWLRQ ������

5HYHUVDO�RI�MRXUQDO�HQWULHV�IRU�WKH�ILUVW�WZR
TXDUWHUV�RI���;����������î���
6WRFN�&RPSHQVDWLRQ� ����
$GGLWLRQDO�3DLG�,Q�&DSLWDO ����

7R�WUXH�XS�WKH�IRUIHLWXUH�UHVHUYH�IRU���;�
��������í��������î ��
)XUWKHUPRUH�� WKH�&(2�VKRXOG� UHWXUQ

����RI�WKH�DPRXQW�RI�JDLQ�WKDW�KH�KDV�UHDO�
L]HG�IRU�WKH�H[HUFLVH�RI�568V�YHVWHG�DW�WKH
HQG�RI� WKH� ILVFDO� ��;��� ,I� WKH�PDUNHW
YDOXH�RI� WKH�VWRFN�DW� WKH� WLPH�RI�H[HUFLVH
ZHUH������WKH�MRXUQDO�HQWU\�IRU�WKH�UHFDS�
WXUH�RI�WKH�JDLQ�UHDOL]HG�ZRXOG�KDYH�EHHQ
DV�IROORZV�
&DVK ������
2WKHU�,QFRPH �������
$GGLWLRQDO�3DLG�,Q�&DSLWDO ������
������� ������î��������·��

������� LV� KDOI� WKH� VWRFN� FRPSHQVDWLRQ
UHFRJQL]HG� LQ� ��;��� ,QFRPH� UHFRJQL]HG
VKRXOG�EH� OLPLWHG� WR� WKH� OHVVHU�RI� WKH� IDLU
PDUNHW� YDOXH�RI� WKH� VWRFN�RU� VWRFN� FRP�
SHQVDWLRQ�UHFRJQL]HG�
,I� WKH�PDUNHW�YDOXH�RI�WKH�VWRFN�DW� WKH

WLPH�RI�H[HUFLVH�ZHUH�RQO\�����KRZHYHU�
WKH� MRXUQDO� HQWU\�ZRXOG� KDYH� EHHQ� DV
IROORZV�
&DVK ������
2WKHU�,QFRPH ������
������ �����î��������·����,QFRPH�UHF�

RJQL]HG�VKRXOG�EH�OLPLWHG�WR�WKH�OHVVHU�RI
WKH�IDLU�PDUNHW�YDOXH�RI�WKH�VWRFN�RU�VWRFN
FRPSHQVDWLRQ�UHFRJQL]HG��

0RUHRYHU�� ����RI� WKH� VWRFN�RSWLRQV
YHVWHG� DUH� VXEMHFW� WR� FODZEDFN�� ,I� WKH
PDUNHW� YDOXH�RI� WKH� VWRFN� DW� WKH� WLPH�RI
FODZEDFN�ZHUH������ WKH� MRXUQDO� HQWU\
ZRXOG�KDYH�EHHQ�DV�IROORZV�
7UHDVXU\�VWRFN ������
2WKHU�,QFRPH ������
$GGLWLRQDO�3DLG�,Q�&DSLWDO ������

������� ������î��������·�����������LV�KDOI
RI�VWRFN�FRPSHQVDWLRQ�UHFRJQL]HG�LQ���;��
,QFRPH�UHFRJQL]HG�VKRXOG�EH�OLPLWHG�WR�WKH
OHVVHU�RI�WKH�IDLU�PDUNHW�YDOXH�RI�WKH�VWRFN
RU�VWRFN�FRPSHQVDWLRQ�UHFRJQL]HG�
,I�WKH�PDUNHW�YDOXH�RI�WKH�VWRFN�DW�WKH�WLPH

RI�FODZEDFN�ZHUH�RQO\�����KRZHYHU��WKH�MRXU�
QDO�HQWU\�ZRXOG�KDYH�EHHQ�DV�IROORZV�
7UHDVXU\�6WRFN ������
2WKHU�,QFRPH ������

������� � ����î��������·���� ,QFRPH� UHF�
RJQL]HG�VKRXOG�EH�OLPLWHG�WR�WKH�OHVVHU�RI
WKH�IDLU�PDUNHW�YDOXH�RI�WKH�VWRFN�RU�VWRFN
FRPSHQVDWLRQ�UHFRJQL]HG�

Final Considerations
(PSOR\PHQW� FRQWUDFWV�PD\�KDYH�SRVW�

HPSOR\PHQW� REOLJDWLRQV� DQG� FRYHQDQWV�
DQG� FRPSDQLHV� VRPHWLPHV� HQIRUFH� WKHVH
UHVWULFWLYH� FRYHQDQWV� WKURXJK� WKH� HTXLW\
DZDUGV�E\� WKH� IRUIHLWXUH�RI�XQSDLG�HTXLW\
DZDUGV�RU�WKH�FODZEDFN�RI�VXFK�DZDUGV�LQ
FDVH�RI�EUHDFK�RI�FRYHQDQWV��)XUWKHUPRUH�
62;�DQG�'RGG�)UDQN�DOVR� LQFOXGH�FODZ�
EDFN�SURYLVLRQV�WKDW�UHTXLUH�H[HFXWLYHV�WR
VXUUHQGHU� WKH�YHVWHG�HTXLW\�DZDUGV�XQGHU
FHUWDLQ�FLUFXPVWDQFHV��
7KH� DFFRXQWLQJ� LPSOLFDWLRQV� RI� VWRFN

FRPSHQVDWLRQ� DZDUGV� WKDW� DUH� VXEMHFW� WR
SRVW�SHUIRUPDQFH� IRUIHLWXUH� RU� FODZEDFN
GXH�WR�FHUWDLQ�REOLJDWLRQV�RU�WKH�RFFXUUHQFH
RI�FHUWDLQ�HYHQWV�DUH�EDVHG�RQ�7RSLF�����
³6WRFN�&RPSHQVDWLRQ´�DQG�UHFHQWO\�LVVXHG
$68����������7KH� UHFHQWO\� LVVXHG�JXLG�
DQFH� HQXPHUDWHV� WKDW� SRVW�SHUIRUPDQFH
REOLJDWLRQV�RU�HYHQWV�GR�QRW�LPSDFW�WKH�IDLU
PDUNHW�YDOXH�RI�HTXLW\�DZDUGV�RU�WKHLU�UHT�
XLVLWH�VHUYLFH�SHULRGV��EXW�WKH\�PD\�LPSDFW
WKH�IRUIHLWXUH�UDWH���������������������������"

-RVHI�5DVKW\��&3$� KDV�KHOG�PDQDJHULDO
SRVLWLRQV�ZLWK� VHYHUDO� SXEOLFO\� KHOG� WHFK�
QRORJ\� FRPSDQLHV� LQ� WKH�6LOLFRQ�9DOOH\
UHJLRQ�RI�&DOLIRUQLD�DQG�KDV�EHHQ�D�SDUW�
WLPH� OHFWXUHU� RI� DFFRXQWLQJ�DW� 6DQ
)UDQFLVFR�6WDWH�8QLYHUVLW\��+H� FDQ�EH
UHDFKHG�DW� MUDVKW\#PDLO�VIVX�HGX�RU
MBUDVKW\#\DKRR�FRP��
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