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2020 MARKET DYNAMICS LONGNECKER
¢

¢ Income Inequality
® Gender Pay Gap

* Negative Press vs. Positive Press o Minority Pav G
inority Pay Gap

® Proxy Statement vs. Bank Statement

+ Proxy Voting PRESSURES

® Say-on-Pay Initiative * Not-for-Profit Regulations

* More Time, More Recognition * 10-Year Bull Run
* Employee Compensation Info Sharing / ¢ Bloated Personal & Govt. Debt
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POLITICAL DEBATE TOPICS: Income Inequality Q LONGNECKER

How many average workers’ salaries would it take to pay an average
CEO salary? Canada has one of the highest ratios in the world.
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SOURCES: AFL-CIO; U.S. BUREAU OF LABOR STATISTICS; OECD; NATIONAL STOCK MARKETS
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POLITICAL DEBATE TOPICS: Income Inequality Q LONGNECKER

Top earners continue to pull away from everyone else
Cumulative percent change in real hourly wages since 2000

+30% +25% Top 5%
+20%
+12% Bottom 10%
+10%
— +7% Median
10%
2000 2018

Source: Economic Policy Institute THE WASHINGTON POST
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POLITICAL DEBATE TOPICS: Gender Pay Gap Q LONGNECKER

The Gender Pay Gap In Developed Nations Visualized

% difference in full-time earnings between men/women in selected OECD nations’
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POLITICAL DEBATE TOPICS: Minority Pay Gap Q LONGNECKER

Median Annual Earmings, by Race/Ethnicity and Gender, 2015
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or Latina/o American (non-Hispanic) and Other and Alaska Native
Pacific Islander

® Women @ Men X% Women's eamings as a percentage of men’s eamings

Source: US Census Bureay, 2015 Amencan Community Survey 1-Year Egimates

©2019 Longnecker & Associates



LEGISLATION: Not-for-Profit Regulations Q LONGNECKER

& ASSOCIATES
Who Cares?

ALL IN.

* IRS — Protects against tax abuse
* State Regulators — Consumer Protection

* Donors — Concerned that appropriate portion of contribution is used in accordance
with donative intent

* Members — Concerned that dues are used in accordance with member intent
* Media — Excessive compensation makes great news in current economic environment

* Competitor Organizations — The pool of available member donor funds is smaller
than ever, creating competition for those funds

* Competing Interests — More than ever, nonprofit entities are seen as tools of
political and social reform, and potential adversaries are looking at executive
compensation as a means to tarnish public image.

* Your Employees, Executives and Target Executives!
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LEGISLATION: Not-for-Profit Requlations LONGNECKER
0 ¢

Reasonable Process & Reasonable Pay

1. Board or Committee Chair
* Annual cycle established
* Manageable number of committee members
* Designated process and responsibilities between board and management for:
* Annual performance goal setting and assessment
* Compensation planning and decisions systematically organized

* Organization compensation philosophy
* Organization compensation budget

Responsibilities of Committee versus Board designated

2. Process in place for addressing intermediate sanctions, the rebuttable
presumption of reasonableness
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MARKET VOLATILITY: 10-Year Bull Run

LONGNECKER
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A Bull Market for the Record Books
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Source: Thanks for the Memories: The Bull Market Nears 10-Year Mark | January 2019, Kiplinger.com

THE S&P 500 INDEX FROM MARCH 9, 2009, THROUGH JANUARY 11, 2019 09/30/2015 06/23/2016
Stocks enter an earn- Britain votes
05/18/2012 ings recession—four toleave the
Facebook stock quarters of declines in European
2500 debuts at $38 per S&P 500 profits from Union. Stocks
05/06/2010 share, reaping 01/01/2014 the previous ygarts dip 5%, then
TheFlash Crash 09/05/201 $1§ bl-lllon' oe The Affordable Care fg::;;gp: thheepear:relrIS pounce back. 09/20/2018
03/09/2009 A 08/05/2011 Gold prices peak spiteitsrecent Act goes into effect. n &y Share prices peak
The bull mark sendsthe price Asasovereign at $1,895 per woes, thestock Health care stocks and materials sectors at2930.75 for the
th i l.Jll t;nar et of the S&P 500 debt crisis ounce. Gold has hasrisenatan subsequently soar asoll prices swoon. 08/02/2018 S&P500. The
at will become ; - .
the longest on dlownt:.ﬁ:/orl]n roils Europe, since fallen to average annual 15.4% annualized, Apple becomes average 401(k)
record Isborn. h es;s tar gin political brinks- $1,287, making rate of 22%since nearly double the first stock to balance hits
lou at; @ gk manship in the gold-mining 1ts1PO, clobber- the pace of the hit $1 trillion in $106,500, up
algorithms roc US.overgovern-  stocksoneofthe  ingtheS&P500's S&P 500. marketvalue. It from $46,300in
2000 d?he market, ment borrowing worst betsin the 13.4% average later shrinks to the first quarter
lsconnictlng leads to a down- bull market, return over the less than $700 of 2009, and the
SOmeExXCnange-  grade of Treasury returning just same period. billionasinves- ~ number of 401(k)
traded funds debt. The S&P o 11/08/2016 illionai i
0.3% ayear, t millionaires :
from the value ! ors worry about :
of their holdings S00fallsmore onaverage. 12/16/2015 Fjrre5|dept iPhone sales. reaches 187,000, :
: than 19% (not rumpis upfrom12,000. :
including divi- _ 09719/2014 The Federal Reserve elected; stocks Is this theend of :
Alibaba. the Ch : s this the end of
dends) from April ibaba, the Lhinese raises short-term soar on opti- he bull market? :
) ] > the bull market? :
; 06/2009 to October. e-commerce com rates above zero for mism about tax i
1500 ;'The Great Recession, pany, becomes the the first time in cuts and lighter
: the worst downturn ‘a'tg::: 'Zg?;all seven years, but the regulation.
{ sincetheGreat Ime, raisin stock market largel I —
Depression, 06/19/2013 $21.8 billion on shrugs it off.g !
officially ends. Stocks and bonds the New York 12/31/2018
_ react violentlyina Stock Exchange. The stock market
: “taper tantrum” postsits first
losing year since
when the Fed
announces it will ;008‘ gressgrec:
12/31/2010 —_— cut back its massive by wortesabou
1000 Bank failures reach /2112012 bond-buying interest rates anfi
: 157 for the year; Rates on 30-year program. an economic slow-
bank stocks, down fixed mortgages down. The total
10/2009 anaverage of 2.8% sink t03.31%, return for the S&P
Unemployment during the bear the lowest since 500 falls 4.4%
peaks at10%, market, rise ata Freddie Mac started forthe vear.
the highest 22.2% annualized tracking rates. /
level since 1982. piceud”"“kg tthe
ull market.
] ] ! ] ] I ] I ] I
2010 201 2012 2013 2014 2015 2016 2017 2018 2019

& ASSOCIATES

ALL IN.



MARKET VOLATILITY: Bloated Personal & Government Debt
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The Financial Impact of Sovereigh Debt Around the World - 2017
This Map Shows Countries’ Debt and Their Ability to Pay It Back

.|
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How to read this map: Countries appear bigger as their national debt is higher. e.g. USA. Conversely, countries
with lower national debt appear smaller. e.g. Nigeria. The colour represent countries’ debt to GDP ratio.

Article & Sources:

https://howmuch.net/articles/worlds-debt-2017

http:/www.usdebtclock.org/
U.S. Treasury Department
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MARKET VOLATILITY: Life Cycles Are Short & Business Is Volatile
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2020
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BUSINESS OBJECTIVES

BUSINESS STRATEGY
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MILLENIALS: More Time More Recognition

Pto, Flex-time, Autonomy will be the New Currency of Choice

Travel GiftCard  Recognition

Trophy
Related

Off-Site
Meeting Off

Autonomy Environment

Other
Tangible

Service
Award

Time- Flex-work

Soc. Finance/
Media/ Retire

Interesting Volunteer
Work

Generation: Boomer Life Stage
< X

o Millennial
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Single, no children
Married with Children
Approaching Retirement/

Empty Nest

‘LONGNECKER
V&ASSOCIATES

ALL IN.

The bigger the circle,

the more it matters

* 2020 TAKEAWAY: PTO, Flex-time
and autonomy should be a
significant consideration for the
Total Rewards offering and a
significant way to differentiate
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MILLENIALS: Employees Sharing Compensation Information Q LONGNECKER
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Google Doc with Salaries went Viral in 2019

et Salaly |(minuai)
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Eng $162,433
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Dev 172,857
Dev $103,750

$120,553

Eng

Dev I$1 90,775

M $140,600
ale $113,542
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SHAREHOLDER ACTIVISM Shareholder Outreach and the Impact on Pay Q LONGNECKER

FIGURE 8 - PENSION FUNDS MOST LIKELY TO OPPOSE CEO PAY
AT ALL S&P 500 COMPANIES AND THE 100 MOST OVERPAID COMPANIES

MN (Dutch pension fund) ($146 B)

Pensionfund Metalekiro (PME) (853 B)

PGGM Investments (3251 B)

Minnesota State Board of Invesiment (393 B)

Achmea ($136 B)

Florida State Board of Administration ($202 B)

Hermes (847 B)

California Public Empioyees’ Retirement System (CalPERS) (8323 B)
bpfBOUW (De Stichting Bednjfstakpensioenfonds voor de Bouvmijverheid) (857 B)
British Columbia Investment Management Corporation (BCI) ($101 B)
Massachusets Pension Reserves Invesiment Management (PRIM) (366 B)
New York City Pension Funds (3197 B)

New York State Common Refirement Funds ($192 B)

Connecticut Retirement Plans & Trust Funds (832 B)

Ohio Public Employees Retirement System (OPERS) (386 B)

Los Angeles Co. Employees Retirement Association (LACERA) (856 B)
Caisse de dépot et placement du Québec ($308 B)

Texas Employess Refirement System ($29 B)

California State Teachers Retirement System (CalSTRS) (3221 B)
State of Wisconsin Investment Board (SWIB) (8111 B)

Canada Pension Plan Invesiment Board (CPPIB) (3248 B)
University of Califomia $107 B)

Maryland State Retirement and Pension System (843 B)

Texas Teacher Retirement System (3165 B)

41%

Los Angeles Gty Employees’ Retrement System (LACERS) (843 B) e ste0s
Alaska Retirement Management Board (827 B) 21 S8P 500
Ontario Teachers' Pension Plan (OTPP) (3141 B) CEOs

§§§§¥§§§§§§

Hinois Municipal Refirement Fund (841 B)

PSP Investments ($105 B)

Texas Education Agency (837 B)

Norges Bank Investment Management ($1301 B)

Alberta Investment Management Corporation (AMco) ($78 B)
New York State Teachers' Relirement Sysiem ($113 B)

Arizona State Retirement System (338 B)

Washington State Invesiment Board (WSIB) (3116 B)

Oregon Investment Council (877 B)

Los Angeles Fire & Police Pensions (321 B)

Pennsyhvania Siate Employees’ Retirement System (SERS) (828 B)
Colorado PERA (855 B)

Virginia Retirement System (867 B)
Pensioenfonds Vervoer (826 B)

North Carolina Depariment of State Treasurer (394 B)

Ontario Municipal Employees Refirement System (OMERS) ($95 B)
Australia Retail Employees Superannuation (835 B)

SOURCE: Fund Vtes, websites and independert research

Source: New Calpers Comp Analysis to Hold Directors’ Feet to the Fire | April 2019, Agenda Week 14

70% 80% 90%  100%
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MEDIA RELATIONS: Negative Press vs. Positive Press Q LONGNECKER
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‘ MEDIA RELATIONS: A Proxy Statement is Not a Bank Statement

- $5B Market Cap

Realized vs. Reported Value (as of 12/31/2018)

TOTAL CEO COMPENSATION (FY2018) | $1B
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‘ MEDIA RELATIONS: A Proxy Statement is Not a Bank Statement Q LONGNECKER

TOTAL CEO COMPENSATION (FY2018)| $5B - $25B Market Cap
Realized vs. Reported Value (as of 12/31/2018)

$25,000

80%

$20,000

60%
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Total Compensation ($Mil)
3yr Total Shareholder Return
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CONTACT US FOR QUESTIONS

281.378.1350 | LONGNECKER.COM

Brent Longnecker | Longneckerb@longnecker.com
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