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303A.00 Corporate Governance Standards

303A.05 Compensation Committee

(.il Listed companies must have a compensation committee composed entirely of independent
directors .

(b) The compensation committee must have a written charter that addresses :

(i) the committee's purpose and responsibilities-which, at minimum, nulst be to have direct
responsibility tn:

(,1) review and approve corporate goals and objectives relevant to CEO compensation,
evaluate the CEO's performance in light of those goals and objectives, and, either as a
committee ur together with the other independent directors (as directed by the board),
determine and approve the CEO's compensation level based on this evaluation ; and
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(B) make recommendations to the board with respect to non-CEO executive officer
compensation, and incentive-compensation and equity-based plans that are subject to board
approval ; and

(C;) produce a compensation committee report on executive officer compensation as required
by the SEC to be included in the listed company's annual proxy statement or annual report on
Form 10-K filed with the SEC;

(ii) an annual performance evaluation of the compensation committee .

Cononcntnry,;: to determining the long-term incentive component of CF:O compensation . the
conultifec should consider the listed company's performance and relative shareholder icon it, fire
value of similar incentive awards to CEOs at comparable companies, and die awards given to the
listed company's CEO in past years, To avoid confusion, note that the compensation conunittee is
riot precluded from approving awards (with or without ratification of file board) as may be required
to comply with applicable tar laws (i,c, Rude 162(m) ;) . Note also that nothing in Section 303A.05
(h)(i)(B) is intended to preclude. the hoard from delegating its authority over such matters to die
compensation committee .

The conipensatn?si committee charter should also address the following items. ec»mnittee member
qualifications ; comtniticetnernbcr appointment and removal ; committee structure and operations
(including authorty to delegate to subcommittees) ; and committee reporting to the board .

Additionally . if a compensation consultant is to assist in the evaluation of director, CEO
or executive officer compensation, the compensation committee charter should give that Committee
sole. authority to retain and terminate the eonsn)tin;_. firrn, including sole authority to approve the
'firm's fees and other retention t'enns .

13oards may allocate the responsibilities of the ainhpensafion committee to committees of their own
denomination, provided that the committees are composed entirely of independent directors . Any
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such enminirice mtut have a published coinrnittee charter.

Nothing in this provi;ian should be construed zs precluding discussion of CEO compensation with
the board generally, as it is riot the intent of this standard to impair contnttmication among members
of the board.
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