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BACKGROUND/ METHODOLOGY

= XYZ Company’s International Compensation Group asked LJA
Consulting, LLC to identify, collect and compare bonus and long-term
incentive plan practices for comparably sized companies in the United
States and Italy.

= To achieve this objective, we collected base salary, target bonus and
long-term incentive data for executive, middle management and entry
level positions from several U.S. published surveys and Towers Perrin’s
proprietary Italian Compensation Database.

= All United States data is illustrated in U.S. Dollars and Italian data is
expressed in Euros (Note: Exchange rate: 1 U.S. Dollar = 1 Euro).

= The remainder of this report contains an executive summary of our
findings and provides detailed supporting market pay documentation.

\ 2 LIA I CONSULTING



EXECUTIVE SUMMARY

= Qverall, we found that the increased number of multinational
companies, the introduction of the Euro and increasingly mobile global
workforces have led to significant changes in compensation practices in
many European countries.

= Recent market pay data indicates that variable compensation and the
concept of a “pay at risk” are beginning to expand beyond the borders
of the United States.

o Specifically, Italian annual target bonus levels and eligibility criteria
are beginning to mirror United States practices (See table on the
following page).

= Additionally, our analysis indicates a significant increase in the use of
long-term incentives in the Italian marketplace.

o Specifically, there has been an increase in the size long-term
incentive awards at the executive level; and

o Long-term incentive plans are being offered to more employees at
lower salary levels - similar to United States practices.
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Hi INTERNATIONAL MARKETPLACE COMPARISON
UNITED STATES VS. ITALY

United States! Italy?
XYZ's Base Target Long-Term Total Direct Base Target Long-Term Total Direct
Equivalent Level Salary Level Bonus? Incentive? Compensation® Salary Level Bonus3 Incentive? Compensation®

(000) (%) (%) (000) (000) (%) (%) (000)
$160.0 30.0% 50.0% $288.0 €160.0 20.0% 30.0% €240.0
Vice President $150.0 30.0% 45.0% $262.5 €150.0 20.0% 30.0% €225.0
$140.0 27.0% 45.0% $240.8 €140.0 20.0% 30.0% €210.0
$130.0 25.0% 40.0% $214.5 €130.0 20.0% 20.0% €182.0
$120.0 25.0% 35.0% $192.0 €120.0 15.0% 20.0% €162.0
Senior Director $110.0 23.0% 30.0% $168.3 €110.0 15.0% 20.0% €148.5
$100.0 20.0% 25.0% $145.0 €100.0 15.0% 10.0% €125.0
$90.0 20.0% 20.0% $126.0 €90.0 12.0% 10.0% €109.8

Director
$80.0 20.0% 15.0% $108.0 €80.0 12.0% 0.0% €89.6
$70.0 15.0% 0.0% $80.5 €70.0 10.0% 0.0% €77.0
Manager
$60.0 10.0% 0.0% $66.0 €60.0 10.0% 0.0% €66.0
$50.0 5.0% 0.0% $52.5 €50.0 5.0% 0.0% €525
Professional

$40.0 0.0% 0.0% $40.0 €40.0 0.0% 0.0% €40.0
Exempt $30.0 0.0% 0.0% $30.0 €30.0 0.0% 0.0% €30.0
Non-Exempt $20.0 0.0% 0.0% $20.0 €20.0 0.0% 0.0% €20.0

* Source: Towers Perrin, Executive and Middle Management Report and Mercer HR Consulting, Inc LTI Survey
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2 Source: Towers Perrin, Executive and Middle Management Italian Database
3Expressed as a percent of Base Salary

4 Represents the expected value of the LTI award expressed as a percent of Base Salary.
5 Represents the sum of Base Salary Level, Target Bonus, and Long-Term Incentive.



EXECUTIVE SUMMARY (CONTINUED)

= While there is still a significant gap between the United States and the
Italian marketplace in terms of annual bonus and long-term incentive
payout levels, the general structure of Italian target bonus and long-
term incentive plans strongly mirror the United States marketplace (See
graphs below; U.S. in red, Italy in green).
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EXECUTIVE SUMMARY (CONTINUED)

= | ooking into the future, we envision that the gap between the United
States and the Italian marketplace will continue to narrow as:

o More Italian companies embrace increased variable compensation
and the concept of “pay at risk” to reduce fixed costs while
simultaneously increasing annual incentive and total cash
opportunities;

o More Italian companies begin to take advantage of the significant
economic and retention effects of long-term incentives at the
executive and middle management levels;

o New favorable Italian tax laws continue to evolve and spur the use
of stock options; and

o A true global economy continues to materialize and increases
competition for talented mobile workforces.
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APPENDICES

(Not included: Confidential /Proprietary)
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