333

dadde

el ol Lantl an 2 Tas ACALN (o 1lS ) milinby (IS @S 10 deasiie 35le
Jlae¥I 208 2003 il /ol 26 . il gl amandl (531l 3uns cillan Sa S3guiall &l Al

olasla 2

Kim Clark, “Corporate Scandals: Is It a Problem of Bad Apples, or Is It the Barrel?”
Prepared remarks for the National Press Club, February 26, 2003, Harvard Business

School.

1- Brian J. Hall and Kevin J. Murphy, «The Trouble with Stock Options,» Journal of Economic

Perspectives 17 (2003): 51.
2- Hall and Murphy, «The Trouble with Stock Options».

3- Janice Revell, «Mo’ Money, Fewer Problems; Is It a Good Idea to Get Rid of the $ 1 Million

CEO Pay Ceiling?» Fortune, March 31, 2003, 34.

4-Kevin J. Murphy, “Executive Compensation,” in Handbook of Labor Economics, vol. 3, bk.
2, ed. Orely Ashenfelter and David Card, 2487 (New York: Elsevier 1999).

o> AeaalSYI g dl 3ol @z 23510 301 O 3Ll Sl Aol 2590 s

a0 LT aladl juall ol Hlea | 2 35031 7gungy 39l caladl (p paall 592l g9 inga

R VO I { PYPYCR W WA

5- Graef S. Crystal, In Search of Excess: The Overcompensation of American Executives (New

York: W. W. Norton, 1991); Robert A. G. Monks and Nell Minow, Corporate Governance,

3" ed. (Oxford: Blackwell Publishing, 2001), 221 - 225.



—_ ;.\JT O).: J>T —_—

A Ogilall el pd Jae (e Bya jo (oguad Gle £ -6

Linda J. Barris, «The Overcompensation Problem: A Collective Approach to Controlling
Executive Pay», Indiana Law Journal 68 (1992): 59; Marc J. Loewenstein, «Reflections on
Executive Compensation and a Modest Proposal for (Further) Reform», Southern Methodist
University Law Review 50 (1996): 201; Carl T. Boguss, «Excessive Executive Compensation
and the Failure of Corporate Democracy», Buffalo Law Review 41 (1993): 1; Eric W. Orts,
«Shirking and Sharking: A Legal Theory of the Firm», Yale Law and Policy Review 16
(1996): 265 - 329; and Charles M. Yablon, «Bonus Questions - Executive Compensation in

the Era of Pay for Performance», Notre Dame Law Review 75 (1999): 271.

e il e Leia W 5l A3 Ln3ll Haill Aga g ¢y Alial | a3 Gagunl e g 3L SUy
JE S
Michael Patrick Allen, «Power and Privilege in the Large Corporation: Corporate Control
and Managerial Compensation», American Journal of Sociology 86 (1981): 1112 - 1123;
Richard A. Lambert, David F. Larcker, and Keith Weigelt, «The Structure of Organizational
Incentives», Administrative Science Quaterly 38 (1993): 438 - 461; Sydney Finkelstein and
Donald C. Hambrick, «Chief Executive Compensation: A Study of the Intersection of Markets
and Political Processes», Strategic Management Journal 10 (1989): 121 - 134; Sydney Finkelstein
and Donald C. Hambrick, «Chief Executive Compensation: A Synthesis and Reconciliation,»
Strategic Management Journal 9 (1989): 543 - 558; Charles A. O’Reilly III, Brian G. Main,
and Graef S. Crystal, «CEO Compensation as Tournament and Social Comparison: A Tale of
Two Theories,» Administrative Science Quaterly 33 (1988): 257 - 274; Sydney Finkelstein,
«Power in Top Management Teams: Dimensions, Measurement, and Validation», Academy
of Management Journal 35 (1992): 505 - 538; James Wade, Charles A. O’Reilly III, and Ike
Chandratat, «Golden Prarchutes: CEOs and the Exercise of Social Influence», Administrative
Science Quaterly 35 (1990): 587 - 603; and Mayer N. Zald, «The Power and Functions of
Boards of Directors: A Theoretical Synthesis», American Journal of Sociology 75 (1969): 97

- 111



= ol —

7- Oliver Jean Blanchard, Florencio Lopez-de-Silanes, and Andrei Shleifer, «What Do Firms
Do with Cash Windfalls?» Journal of Financial Economics 36 (1994): 337 - 360; David
Yermack, «Good Timing: CEO Stock Option Awards and Company News Announcementsy,
Journal of Finance 52 (1997):449 - 476. and Marianne Bertrand and Sendhil Mullainathan,
«Are CEOs Rewarded for Luck? The Ones without Principles Are», Quaterly journal of

Economics 116 (2001): 901 - 932.

ai1-8

Lucian A. Bebchuk, Jesse M. Fried, and David 1. Walker, «Managerial Power and Rent
Extraction in the Design of Executive Compensation,» University of Chicago Law Review
69 (2002): 753; and Lucian A. Bebchuk, and Jesse M. Fried, «Executive Compensation as

an Agency Problem,» Journal of Economic Perspectives 17 (2003): 72.

e il sl g U agtedl sl sl 2 5elaill 12a (e sl 2Gas le ¢ SO -9
JEL S

John M.Abowd and David S. Kaplan, «Executive Compensation: Six Questions That Need

Answering,» Journal of Economic Perspectives 13 (1999): 145 -168; Murphy, «Executive

Compensation»; and John E. Core, Wayne Guay, and David F. Larcker, «Executive Equity

Compensation and Incentives: A Survey,» Economic Policy Review 9 (2003): 27 - 50.

LI 0yg3La el (o Bag B iy ey lami g1 Jllae e walall 3, ol S
Sl G pall liaygal g gunga Sy (s3lall el pd Laslal Gl 3 yugidl 3 Sl lalanl o e
Frank H. Easterbrook, «Managers, Discretion and Investors, Welfare: Theories and
Evidence,» Delaware Journal of Corporate Law 9 (1984): 540 - 571; and Daniel R. Fischel,
«The Corporate Governance Movement,» Vanderbilt Law Review 35 (1982): 1259 -

1292.

10. Michael C. Jensen and Kevin J. Murphy, «Performance Pay and Top -Management Incentives,»
Journal of Political Economy 98 (1990): 225 - 264; and Michael C. Jensen and Kevin J.
Murphy, «CEO Incentives: It’s Not How much You Pay, but How,» Harvard Business Review

68 (1990): 138 - 153.



SN Uy f-T

el il gl Al Jie (33 35 e 2aSLAN Zpazl Jlee ¥ cye anly e g SO -11
It ulius g ‘:LA D9
Abraham H. Maslow, «A Theory of Human Motivations,» Psychology Review 50

(1943): 370 - 396.
12. Clarence B. Randall, The Executive in Transition (New York: McGraw - Hill, 1967), 26.

13- Lucian A. Bebchuk and Yaniv Grinstein, «The Growth of Executive Pay,» working paper,

Harvard Law School and Cornell University, 2004.

rIPURI RTINS |

e 3393le pttadia al |l (e Aeuiiieslic
Ira M. Millstein, «The Professional Board,» Business Lawyer 50 (1995): 1428.

1- Rafael LaPorta, Florencio Lopez-de-Silanes, and Andrei Shleifer, «Corporate Ownership

around the World,» Journal of Finance 54 (1999): 471 - 517.

2- Adolf A. Berle Jr. and Gardiner C. Means, The Modern Corporation and Private Property

(New York: Macmillan, 1932).

M ALkl o2 Jgo ealiall gy 3900 -3
Michael C. Jensen and William Meckling, «Theory of the Firm: Managerial Behavior,
Agency Costs, and Ownership Structure,» Journal of Financial Economics 3 (1976): 305

-360.

4- Jensen and Meckling, «Theory of the Firm,» 305 - 360; and Oliver Williamson, The Economics
of Discretionary Behavior: Managerial Objectives in a Theory of the Firm (Englewood

Cliffs, NJ: Prentice Hall, 1964).

5- Michael C. Jensen, «Agency Costs of Free Cash Flow, Corporate Finance, and Takeovers,»

American Economic Review 76 (1986): 323 - 329.

6- Andrei Shleifer and Robert W. Vishny, «Management Entrenchment: The Case of Manager

- Specific Investments,» Journal of Financial Economics 25 (1989): 123 -140 .



= ol —

.Delaware General Corporate Law, sec. 141 : JELl S e JI31 -7

8- John E. Core, Wayne Guay, and David F. Larcker, «Executive Equity Compensation and

Incentives: A Survey», Economic Policy Review 9 (2003): 27- 50.

il-9
Brehm v. Eisner, Delaware Supreme Court, 746 A.2d 244, 262- 263 (2000).

Aol ¥yl B Joo Sholis laggiod aums G dpasdl byl e -10
KevinJ. Murphy, «Executive Compensation,» in Handbook of Labor Economics, vol. 3, bk. 2, ed Orley
AshenfelterandDavidCard(New Y ork: Elsevier,1999),2485-2563;and Core, Guay,and Larcker, «Executive

Equity Compensation and Incentives,» 2750-.

g 3ensll 118 (e LS M Jlea¥l e -11

J. A.Mirrlees, «The Optimal Structure of Incentives and Authority within an Organization,» Bell
Journal of Economics 7 (1976): 105 -131; Bengt Holmstrom, «Moral Hazard and Observability,»
Bell Journal of Economics 10 (1979): 74 - 9 1; and Steven Shavell, «Risk Sharing and Incentives

in the Principal and Agent Relationship,» Bell Journal of Economics 10 (1979): 55 - 73.

.Murphy, «Executive Compensation» : yIxi|

JE S e U85 -12
Michael C Jensen and Kevin J. Murphy, «Performance Pay and Top Management

Incentives,» Journal of Political Economy 98 (1990): 225 - 264.

JE S Sle I3 -13
Lucian A. Bechchuk and Christine Jolls, «Managerial Value Diversion
and Sharehodcr Wealth,» Journal of Law, Economics, and Organization

15 (1999): 487- 502

14- Ira Kay, Ph.D., testimony before the Senate Finance Committee, April 2002, http://finance.

senate.gov/hearings/testimony/041802iktest.pdf, 2 (accessed April 29, 2004).



SN Uy J.>-T

JE S Sle 0 -15
Franklin Snyder, «More Pieces of the Compensation Puzzle,» Delaware Journal of

Corporate Law (2003): 129 - 183 .

il -16
Jay W. Lorsch, «Compensating Corporate CEOs: A Process View,» Harvard Business

School working paper #99 - 013, 1998, 48.

Slge !y Jlae e Gy pnll agld 35l ulloe colS Ja .2
000 3393 e tuan ol e Buwiie 35l

Adam Smith, An Inquiry into the Nature and Causes of the Wealth of Nations (New

York: Modern Library, 1937), 107.

1- Stacey R. Kole, «The Complexity of Compensation Contracts,» Journal of Financial

Economics 43 (1997): 101.

2- Stacey Burke, Glenn Davis, Chris Loayza, Conor Murphy, and Sergio Schuchner, Board
Structure/Board Pay 2002 (Washington, DC: Investor Responsibility Research Center,

2002), 43.

3- Burke, Davis, Loayza, Murphy, and Schuchner, Board Structure/Board Pay 2002, 41.

(m)162 331 Al |1 g puntl el sl ¥ y90l3 -4
Internal Revenue Code, sec. 162(m).
e s 9l s 2alll aladl 5l @a3altlois alS ol @ gilingad A dgadd! (yyalagll
cpilosll agec oo (pladl el e Leis) e euloasgall 993 L,V (ypaloplly 43k Sy
ALl 8L B1gY B (9515 AlST s egliznassd (pe e pustll &S00 e Cammy 0y
LT+ ((m)162 35U sl | cnals Ul Cag ya3 pasia 31 ) (€)(2)27-CFR § 1.162 26 5131 . 1934
O ! gl il sgae 3 ally @las )3 ! iopralisll yud (ye 3513Y1 Gulma sLine]
Al S« ulrell Ayguiang Aogill algll spam mola 5,51 alge ela lolSa ol Gl a8 501 ¢ye
.(€)(3)27-CFR § 1.162 26,1531 .(m)162 331 Loy Lesid uloell 2 cpim 5l clinelS RN |



= ol —

5- Robert Charles Clark, Corporate Law (Boston: Little, Brown and Company, 1986), 194.

6- NASD Rule 4350; NYSE Listed Company Manual Rule 303A; American Stock Exchange
Company Guide secs. 121, 801809-; SEC Release No. 34 - 48745 (November 4, 2003); and SEC

Release No. 34 - 48863 (December 1, 2003).

15U Alales @ yuintl Jlae¥l @IS 50 AMEX 385 a1 23U 3156¥1 35 Jalas -7
50 Zuauaiy LiSa Lol uloma 00550 01 W1 3 puiall ol 5l B cym oty Y Emy
LI 31 9W Bgas 2 Alm el lS 5 281 St Sl ol | s Line W1 (e ,3 ST gl a2l

(121B(2)(c 331 35 ,a¥I

8- Pearl Meyer & Partners, «Executive Pay Trends: Looking Forward and Looking
Back» (2002): 3; and Garry Strauss, «Companies Pony Up to Keep Directors:

Boards Seats Have Become Hot Seats,» USA Today, November 21, 2002, B1.

9- UAL Corp Form 10 - K (filed March 28, 2003): 104; and Starwood Hotels & Resorts

Worldwide Inc. Form 10-K/A (filed July 7, 2003): 3.

10- Lucjan A. Bebchuk and Marcel Kahan, «A Framework for Analyzing Legal Policy towards

Proxy Contests,» California Law Review 78 (1990): 1071 - 1135.

11- Lucian A. Bebchuk, «The Case for Shareholder Access to the Ballot,» Business Lawyer 59

(2003): 43 - 66.

12- Brian G. M. Main, Charles A. O’Reilly III, and James Wade, «The CEO, the Board of
Directors, and Executive Compensation: Economic and Psychological Perspectives,»
Industrial and Corporate Change 11 (1995): 302303-; Victor Brudney, «The Independent
Director - Heavenly City or Potemkin Village?» Harvard Law Review 95 (1982): 610, n.
39; and Benjamin E. Hermalin and Michael S. Weisbach, «Endogenously Chosen Boards
of Directors and Their Monitoring of the CEO,» American Economic Law Review 88

(1998): 96 - 97.



SN Uy J.>-T

il 35531 aloms pyinga ye Al iy 3D Aacuge dan e e £ 3L
Benjamin E. Hermalin and Michael S. Weisbach, «Boards of Directors as an
Endogenously Determined Institution: A Survey of the Economic Literature,» Federal

Reserve Bank of New York Economic Policy Review 9 (2003): 7 - 26.

2 oyl Regual | Aalall S 3 (e 341 Juo (30 8L 78 5T e g 9 315Nkl g 13
i 3 U LI IS 1994 aLlall 2 Lol p T 3l Bl 5l Ll 311 500 ¢ 550 4313
oS ) el (ye L 33 2 Al el 2 Tguine oIS il alall el ol

Anil Shivdasani and David Yermack, «CEO Involvement in the Selection of New

Board Members: An Empirical Analysis,» Journal of Finance 54 (1999): 1834.
14- Burke, Davis, Loayza, Murphy, and Schuchner, Board Structure/Board Pay 2002, 49.

15-Main, O’Reilly, and Wade, «The CEO, the Board of Directors, and Executive Compensation»;
and Cynthia A. Montgomery and Rhonda Kaufman, «The Board’s Missing Link,» Harvard

Business Review 81 (2003): 89.

16- NASD Rule 4350; NYSE Listed Company Manual Rule 303A; American Stock Exchange

Company Guide sec. 804; and SEC Release No. 3448745- (November 4, 2003).

17- Daniel Nasaw, «Opening the Board: The Fight Is On to Determine Who Will Guide the

Selection of Directors in the Future,» Wall Street Journal, October 27, 2003, RS.

Tagasds 3,131 Galoms sline pn an 51§ (ysube 20 e 3 yumy ald 5S35 38 52 ale ypua-18
coliiall Ganl (i 32 0508 e al T uud bl Ugee) IS Gle «Gidgy wlil o aeall
il

Jeffrey Kranser, «Tyco Sues 2 Former Executives Accused of Pay Impropriety, a

Coverup,» Boston Globe, June 18, 2002, DL

M&&é}js)‘)?lu&d%ﬁw&h‘jbuﬂﬁl))uﬁ M‘&{:}.S.S}jjasfiﬁ\_cﬁm

O A8yl el Al fya 3 5l Hletil L le (Wl cod S Ll ubiliw andd) g culinigantl

el @ La2U1 (nergde Ll 2 8400 4l Caliny L g $ 10503 jal 2 L5120 0800 51, L



— ol —

Ja Y L3Sl el 5l e 3,5l sl S Buslad) Aegall dg il a3 2 llsg o ,a Y1
il L 3us gl de Llh el ¥ gl (o dany (ye
Susan Pulliam, Jared Sandberg, and Deborah Solomon, «WorldCom Board Will
Consider Rescinding Ebbers’s Severance,» Wall Street Journal, September 10, 2002, Al.
B Oy 3 Ldly s 7580 1398 (gule 3.4 98 (aide LA G slm¥l Wie A sd c)ud
Gl el 3ot Ol e diag® 5y saell U3 il Mo Busl sty LeSmll A 43 040 2 S|
S Al A IS Cgule 1.4 J3Y1 Lle
Christopher Stern, «WorldCom Director Urged to Leave,» Washington Post, September
13, 2002, EO1.
el S (ye 93,000 Jutnes 25395 s s o Laslia Buged M sl e A8 Joogs
clBlam ¥y Las¥l guen (e by 3 a0 3 35 11 $156,000 0503 lilia sy ceuomy
Syl ded 24l il 6,5 Y
il 3,5al oia B 5,lel alie¥! Jrolas e UM -19
Gary Strauss, «Do Conflicts Cloud the Objectivity of Boards?» USA Today, March 5,

2002, 1A.

20- Victor Brudney and Allen Ferrell, «Corporate Speech and Citizenship: Corporate Charitable

Giving,» University of Chicago Law Review 69 (2002): 1197.
21- Strauss, «Do Conflicts Cloud the Objectivity of Boards?»

22- In re Oracle Corp. Derivative Litigation, 824 A.2d 917, 920 -921 (Del. Ch.

2003).

@@l8 5 13l 1 Lagae (igan 351531 (ulloma eLnaly cpn paall Ol 1S58 S5 SLia -23
AT alall 5ol g3 s YU S e - Lahglings 31 &y il colganll g5l
il s Bl 53 Ame oty S 5800 (o Tt ol il gl 03550 2S5
sl ddn La s

Joann S. Lublin, «Many Former Chief Executives Get Lush Perks and Fat Fees for Limited

‘Consulting” Worky», Wall Street Journal, September 13, 2002, B1.



SN Uy J.>-T

Richard A. Oppel Jr., «Senate Panel Says Enron’s Board Could Have Stopped High

Risk Practices,» New York Times, July 7, 2002, 1.

25- NYSE Listed Company Manual Rule 303A; NASD Rule 4350; and American Stock

Exchange Company Guide sec. 121.

s U139 NYSE 20U 31550 <5055 Bgaw 2 Juzmaatl] dog i e 20lull 3l 2 5€ 5
aialy 3 g 5 S Auan] (e Byead) Ul 4y g
26- NYSE Listed Company Manual Rule 303A.02(b)(ii).
e .$60,000 Laxally cilinygaidl Gl Cadios yuSialg awls 30
NASD Manual 4200(a)(14)(B); American Stock Exchange Company Guide sec.

121A(b).

< ygu58 Boaw 2 Alm el | IS 51 s 2 (303A.02(b)) i 3ggilall suclall Lle Lggas 27

slnel alazill sla oy Lo Taois 38T @il awls yles o] Joall (S AW 31559

Oty (38 58012 cnlalall ey s ¥ Byl (o Bl 53 @by 53 (a2l 350531 ulma

Y AU 39O 5055 Boaw sl 309 Cnlitise s LinelS awill dagy & (45 b5
NASD Manual 4200(a)(14)(C) : il .3l awuls yslas 339 crliiens s Line ¢ygoins

28- NYSE Listed Company Manual Rule 303A(2)(b)(v).

ot M aculs 3 ¢y Ll G158 5 30 a1 3 U 31591 Bgas Ji® (yo Biaiall 390l
sl Sl Ilea ! (pe 3L 5 91 $200,000

American Stock Exchange Company Guide, sec. 12 1A(d); and NASD Manual 4200(a)

(14)(D).
Loglall suelall Lols gl 29
NYSE Listed Company Manual Rule 303A(2)(b)(v).

30- Kevin Hallock, «Dual Agency: Corporate Boards with Reciprocally Interlocking
Relationships,» in Executive Compensation and Shareholder Value: Theory and Evidence, ed.

Jennifer Carpenter and David Yermack (Boston: Kluwer Academic Publishers, 1999), 58.



= ol —

uﬁ):!..\i‘ Go—iean e 5)‘)?{‘ u_u.ﬂ_'a-_n digune dlgl.&ﬁ U'LC&""—:“E u_].” LJ_A“9.Q_” calasal Yy
sl nalalt
Eliezer M. Fich and Lawrence J. White, «Why Do CEOs Reciprocally Sit on Each

Other’s Boards?» working paper, New York University School of Business, 2001.

31- Ivan E. Brick, Oded Palmon, and John K. Wald, «CEO Compensation, Director
Compensation, and Firm Performance: Evidence of Cronyism,» working paper, Rutgers

University Business School, September 2002, 29.

32- Main, O’Reilly, and Wade, «The CEO, the Board of Directors, and Executive

Compensationy.

L}malhnulcﬂymd‘.&ob‘):s;‘t\.djylujldfas‘zu‘ﬁﬂ‘)}éiugﬂ@mz)}_‘mj
el 38T onge 2 cpiall cpum H Ll Gl ¢ Lina | e 1S LS ST gty duas

33- Rakesh Khurana, Searching for a Corporate Savior: The Irrational Quest for Charismatic

CEOs (Princeton, NJ: Princeton University Press, 2002), 83.
34- Khurana, Searching for a Corporate Savior, 84.

35- Melvin A. Eisenberg, «The Compensation of Chief Executive Officers and Directors of
Publicly Held Corporations,» 7th Annual Corporate Governance Institute, SE39 ALI-ABA

(1999): 117- 118.

36-Main, O’Reilly,and Wade, «The CEO, the Board of Directors, and Executive Compensationy,

304.
37- Burke, Davis, Loayza, Murphy, and Schuchner, Board Structure/Board Pay2002, 47.

38- Graef S. Crystal, In Search of Excess: The Overcompensation of American Executives

(New York: W. W. Norton, 1991).

39-Main, O’Reilly,and Wade, «The CEO, the Board of Directors, and Executive Compensationy,

319-320.



SN Uy J.>-T

Bucliall 3 alall 2 egual| oilS 5l (e (6831 S 58 LU ciae 2003 alall oL 1 -40
slinel sl Ay pande BSUI Boim S5l 1 o Lgin BB A e Less Lgape (A slauillg
3ol ullza

Pearl Meyer & Partners, «2003 Director Compensation» (2003): 9; http://www.execpay.

com/ResDir.htm (accessed June 23, 2004).

41- George P. Baker, Michael C. Jensen, and Kevin J. Murphy, «Compensation and Incentives:

Practice vs. Theory», Journal of Finance 63 (1998): 614.
42- Journal of Financial Economics 51 (1999): 37 1- 406 .

C}}.\.Zlu;ll u.ul:r_l‘ ;L_‘ALSI daaall ‘q.g.w;y‘ ‘A)) = BJ\:‘.} Y e 3..\.:>‘j u__lﬂ tM_Iam -43
:).I‘a_}l
Charles M. Elson, «Executive Over-Compensation - A Board-Based Solution», Boston

College Law Review 34 (1993): 981 - 983.

O 1 s Gl J SV onmy Uil g il 12 le 5 oY1 oLy (g puutl] Jndy Layy -44
ekl 15T 230y ) aloell 3Bl g el (o gy el g ulnll sLael culaygas

SURIAR]

Harley E. Ryan Jr. and Roy A. Wiggins III, «Who Is in Whose Pocket? Director Compensation,
Bargaining Power, and Barriers to Effective Monitoring», working paper, Louisiana State

University and Bentley College, 2003.

45- Richard M. Cyert, Sok-Hyon Kang, and Praveen Kumar, «Corporate Governance,
Takeovers, and Top-Management Compensation: Theory and Evidence», Management

Science 48 (2002): 453 - 469.

46- Eugene F. Fama and Michael C. Jensen, «Separation of Ownership and Control», Journal

of Law and Economics 26 (1983): 301 - 325.



= ool

JEL S Sle JIa00-47
Geeta Anand, «Double Trouble: Ties to Two Firms Tainted by Scandal Haunt Top

Doctor», Wall Street Journal, December 24, 2002, Al.

JEL e e Ll -48

Joshua Green, «Savage Business,» American Prospect 13 (2002): 14 - 15.

JEL Jw Sle 0800449
Main, O’Reilly, and Wade, «The CEO, the Board of Directors, and Executive

Compensation», 302 - 303.

50- Jay W. Lorsch and Krishna G. Palepu, «Limits to Board Effectiveness» working paper,

Harvard Business School, 2003, 3.
51- Khurana, Searching for a Corporate Savior, 81 - 118.

52- Judith Burns, «Everything You Wanted to Know about Corporate Governance But Didn’t

Know to Ask», Wall Street Journal, October 27, 2003, R6.

53- Sidley Austin Brown & Wood LLP, «Best Practices Calendar for Corporate Boards and

Committees» (March 2004): 1- 2.

54- Patrick McGeehan, «Quick: What’s the Boss Making?» New York Times, September 21,

2003, sec. 3, 1.
55- Crystal, In Search of Excess, 42 - 50.

56- Warren Buffett, letter to shareholders of Berkshire Hathaway, Inc., included in the Annual
Report to the Shareholders of Berkshire Hathaway Inc., February 2004, §; http:/www.

berkshirehathaway.com/letters/2003 1tr.pdf (accessed April 30, 2004).

$oldite ala sl 2 ot Lgasiy ) LW e 3yl 13l a3y Ba s L aIY =57

.Crystal, In Search of Excess : yail (41 ol J}q.;l i by gaid!



SN Uy J.>-T

.Warren Buffett, letter to sharcholders, 8 :(ys deuiiza 3 )Luall 03 -58
59- Carol J. Loomis, «This Stuff Is Wrongy, Fortune, June 25, 2002, 74.

60- Stuart Gillan, «Has Pay for Performance Gone Awry: Views from a Corporate Governance

Forumy, Research Dialogue 68 (2001): 116-.

I S, 2 el eligtons 115 alall ol joal ol s B Bl 53 Gle MM -61
) Jass ¥ il B el lS LA 2 Lgie culinygatl) (g5 Litis pustid
Martin J. Conyon and Simon I. Peck, «Compensation Consultants and Executive Pay»,
working paper, The Wharton School, University of Pennsylvania, and Weatherhead School
of Management, Case Western Reserve University, 2004, 3.
l¥ell el dane o) e LSt i3 il 2SLall oy cilidana le Al yull 038 ag 5

sl 301 ye 513 oill Lgilds o Gaies 3ol

:a090al saelall Lle 3ulas -62
NYSE Listed Company Manual Rule 303A(5)(b)(ii).

63- Kevin J. Murphy, «Explaining Executive Compensation: Managerial Power vs. the

Perceived Cost of Stock Optionsy», University of Chicago Law Review 69 (2002): 847.
64- Khurana, Searching for a Corporate Savior.

65- Michael S. Weisbach, «Outside Directors and CEO Turnover», Journal of Financial
Economics 20 (1998): 453 - 454.

Aeliall plad 2 3 Laladl il il le Lgalaial o35 Sitl 6,23 aslwlyull

Alall ould B3] Jlain ! ¢yo paliy pulell elinel o cuoslill Glsl sy off Ll s

el Ol Sl O S 0599 Aoy 438 JUL s ey el <15V 20> 2

B L3l e Jal gl oLl puiat S 5528 7o gy mBlin Cauniall e15Y1 (g3 aLal

dail 3 A 35050 Guloe 2 (canlill Gilal (pe) cautsnl ol liae ¥

Warren Boeker, «Power and Managerial Dismissal: Scapegoating at the Topy,

Administrative Science Quarterly 37 (1992): 400 - 418.



= ol —

G IS 21 2 1Y g a8 olaaed alad) ol B! Sl o L Lis ol
SIS 8112 4 ta paungy phenl 3)1aY alma ) Coania 43l 3 alall juall Lo Jaiy
.M‘C}}Jd@ﬂ‘ L@:‘GAHL?IJ‘B):M‘
Vidhan K. Goyal and Chul W. Park, “Board Leadership Structure and CEO Turnover»,

Journal of Corporate Finance 8 (2002): 49 - 66.

66- Denis B. K. Lyons, «CEO Casualties: A Battlefront Report», Directors & Boards (1999):

43 - 45.

67- Holman W. Jenkins, «Outrageous CEO Pay Revisited», Wall Street Journal, October 2,

2002, A17.

68- Narayanan Subramanian, Atreya Chakraborty, and Shahbaz Sheikh, «Performance
Incentives, Performance Pressure, and Executive Turnover», working paper, Brandeis

University, 2003.

69- Chris McNeil, Greg Nichaus, and Eric Powers, «Management Turnover in Subsidiaries of
Conglomerates versus Stand-Alone Firms», working paper, School of Business, Penn State

Erie, and Moore School of Business, University of South Carolina, 2003.

JEL e Sle 1850270

Ira M. Millstein and Paul W. MacAvoy, “The Active Board of Directors and Performance

of the Large Publicly Traded Corporation,” Columbia Law Review 98 (1998): 12831321-;
and Mark J. Loewenstein, “The Conundrum of Executive Compensation,” Wake Forest Law

Review 35 (2000): 15.
I e 33 gud | Cragad 15508 -3

el B @y e Auaiie 5)lue

Brehm v. Eisner, 746 A.2d 244, 262 (Del. Sup. 2000).

1- Linda J. Barns, «The Overcompensation Problem: A Collective Approach to Controlling

Executive Pay,» Indiana Law Review 68 (1992): 82.



SN Uy J.>-T

2- Brehm v. Eisner, 746 A.2d 244, 259 - 63 (Del. Sup. 2000).
3- Zupnick v. Goizueta, 698 A.2d 384 (Del. Ch. 1997).
4- Steyner v. Meyerson, C. A. No. 13139, 1995 WL 441999 (Del. Ch. 1995).

5- Mark J. Loewenstein, «Reflections on Executive Compensation and a Modest Proposal for

(Further) Reform,» Southern Methodist University Law Review 50 (1996): 201 - 223 .

6. Randall S. Thomas and Kenneth J. Martin, «Litigating Challenges to Executive Pay: An

Exercise in Futility?» Washington University Law Quarterly 79 (2001): 576 - 579.

7- Bnehm v. Eisner, 746 A.2d 244 (Del. Sup. 2000); In re Walt Disney Co. Derivative Litig.,

825 A.2d 275 (Del. Ch. 2003).

38 e s il g5 Sliga M (e IS 200 2003 Gudacd 1/ 62 Caslgh e 3l -8
e CalS Al 5 @y | 3 i Ll @IS L(IRRC) (oo potieal | Alas 2l ghne o
Cpa dazis 3L 35 54500 Ly & Gl SIS 5 (yo daa 2211 40 o) Lggd an g IRRC 55,1
Y @t @l e Aale byl gl o cinatiel 13 calS 1500 o & ol lS 5

Creged! slnay ]

9- Randall S. Thomas and Kenneth J. Martin, «The Determinants of Shareholder Voting on Stock

Option Plans», Wake Forest Law Review 35 (2000): 46 - 51.

ol Azl aomsll 5 O e BUT U1 A L Bl ! 15t Jlie e ¢ MU -10
iliaygad pUaidY Ay gllall dog 201 2 g e AS LA OIS D] Lo s ¢ (ageal |
oo el e 2 Laslate | Lo 3 ) yuad 3l cageaill s g plall ¢y sl
il Y al Ayl el 5391

Finova Group Inc., Schedule 14A (filed on April 2, 1997); and Home Depot Schedule

14A (filed on April 19, 2002).

Gesliall al 311 112003 alatl 2 a0l 39wy 31 e¥ &ia 313 3Gl 628 (i sl -11

il Lgugaat Hlgal dglal



= ol —

Investment Advisers Act Release No. 2106 (January 31, 2003); Finul Rule: Disclosure
of Proxy Voting Policies and Proxy Voting Records by Registered Management Investment
Companies; SEC, 7 CFR Parts 239, 249, 270, and 2; Release Nos. 33 - 8188, 34 - 47304, IC
- 25922; File No. S7 - 36 - 02; RIN 3235 - AI64.
£15¥30e 1 Lo A5 glatll Gualiall aiy Lo @@Ll O3t O peliiead | OIS LL o, <
Lgie IS ye Hus ‘:,:._H du o Cblatl sueld e udy sasliad! el fye JSI (gLt
S slea¥l gy O 255 Y Ll ccolS il AeSga Ll e cogentll 2 4L g
Jeceadl s - cogenitl cilile 2y yail] Caas 3 Adglaatl Gyaliall jleel aat Lagas Sis
2 regeal| cagens dol il 2 Lisline b (e Lail el 3loni¥ AlSie Jond dulels )3 <Y

R- U i | - VUM VPN
12- David Parthiban, Rahul Kochar, and Edward Levitas, «The Effect of Institutional Investors
on the Level and Mix of CEO Compensation,» Academy of Management Journal 41 (1998):

200 - 208.

13- Pui-Wing Tam, «Hewlett Sues, Seeking to Foil Compaq Deal,» Wall Street Journal, March

29,2002, A3.

14. Jennifer E. Bethel and Stuart L. Gillan, «The Impact of the Institutional and Regulatory

Environment on Shareholder Voting,» Financial Management 31 (2002): 29.

15- Stuart L. Gillan, «Option-Based Compensation: Panacea or Pandora’s Box?» Journal of

Applied Corporate Finance 14 (2001): 124.

16- Bethel and Gillan, «The Impact», 44.

il =17
SEC Release No. 34 - 48108 (File Nos. SR - NYSE - 2002 - 46 and SR -NASD -2002
- 140) (June 30, 2003); and SEC Release No. 34 - 48872 (File No. SR - Amex - 2003 - 100)

(December 3, 2003).

18- Thomas and Martin, «The Determinants,» 58 - 59.



N 093 J.>-T

a0 -19

Georgeson Shareholder, «Annual Corporate Governance Review» (2003): 3; and
Brian R. Cheffins and Randall S. Thomas, «Should Shareholders Have a Greater Say over
Executive Pay? Learning from the U.S. Experience», Journal of Corporation Law Studies

1 (2001): 301.

ML el Alem ald e us 132000 alall Ly Leti¥ @uugll Ol slas 9 puiaduds cn
O 351,30 A S Sl o (e S 55 83 2 0 skl esliasgay GLaT cilngs cile g e
sl LYl 2 daladl dagadl el il poas

20- Randall S. Thomas, and Kenneth J. Martin, «Should Labor Be Allowed to Make Shareholder

Proposals?» Washington Law Review 73 (1998): 41, 68, 76.

21- Andrew Countryman, «Board Term Battle Heats Up: Shareholder Activists Pushing for Switch to

Annual Elections,» Chicago Tribune, June 16, 2003, 1.

22- Tom Petruno, «Activist Investors Making Inroads,» Los Angeles Times, May 18, 2003,
Pt. 3, 1.
8 Lo i (ol oreleansl o petiead| b 38 50 U3 (e Lgaan @3 il cilidasnalt Las
Y gudl Ales Atle sl cadan 3l Ao gill 5153 agac (s psall ] alill jus 5
a3 35 o LS5, 31 23gW1 2 5L os 3WI Gams Al 0208 g By . daza 2510 10 Yol
> 3L 10 S Lo el 3L ol Ll g L S0 gl (e i oo L 33 2L 30 Lo

QLA}L«_U 0l L.\JJJZL\ da ,Sd L;;\.}\L.u;.u}i' U:O‘)-AI&H-“ Silaus B )
ol 598 39u -4

(g o] i) Bl B e Lutiae 5)lue
Frank H. Easterbrook, «Managers’ Discretion and Investors’ Welfare: Theories and

Evidence,» Delaware Journal of Corporate Law 9 (1984): 570.

1- Frank H. Easterbrook, «Managers’ Discretion and Investors’ Welfare»; Daniel R. Fischel,

«The ‘Race to the Bottom’ Revisited: Reflections on Recent Developments in Delaware’s



= ol —

Corporation Law,» Northwestern University Law Review 76 (1982): 9 16 - 920 ; and
Eugene F. Fama, «Agency Problems and the Theory of the Firm,» Journal of Political

Economy 88 (1980): 289.

2- Lucian A. Bebchuk, «Federalism and the Corporation: The Desirable Limits on State
Competition in Corporate Law,» Harvard Law Review 105 (1992): 1461 - 1467 ; Lucian
A. Bebchuk, «Limiting Contractual Freedom in Corporate Law: The Desirable Constraints
on Charter Amendments,» Harvard Law Review 102 (1989): 1840 - 1846; Lucian A.
Bebchuk and Mark J. Roe, «A Theory of Path Dependence in Corporate Ownership and
Governance,» Stanford Law Review 52 (1999): 142 - 153.
oLl sl bl 53 0 (e 0 e Byl (593 e bead JlaeVl o2 a g3
Jadtl o Chgen (38,01 AL A yLin g 38 5 Bline b ol pleni¥l Bale ] ol
¥ ISl @gudl Ales ellims duwzmy g2 =il

3- C. Edward Fee and Charles J. Hadlock, «Raids, Rewards, and Reputations in the Market for
CEO Talent,» Review of Financial Studies 16 (2003): 1327.
Ol i agae o Bl el it B o &l 53 g geilall o

dadd 2L 26.5 9l ¥ 1,200 Lasae JL5 1998-1990 581 Ll oy Lall cralall

4- Melvin A. Eisenberg, «The Structure of Corporation Law» Columbia Law Review 89 (1989):

1495.
5- Fee and Hadlock, «Raids, Rewards, and Reputations,» 1352.

gé&uu“(ltlS).:u W&c@ﬂl ‘:L_d\):'.\iloi LML:.AQD:'J.E:)_Q)}&;)_}_JL;H -6
L you 51 Lgoms 5 81,000 JS Jolaa $11.5 dad L 1997 aladl oLl yus 5l sy 031500
Ogeageal!
Tod Perry and Marc Zenner, «CEO Compensation in the 1990s: Shareholder Alignment

or Shareholder Expropriation?» Wake Forest Law Review 35 (2000): 149.

el JUI Gy Bagal alall 5l 39,5 Aesloon Olasd 5 3 5B 20 2oL 3 )5ms



—_ ;.\JT O).: J,>-T —_—

3 3 ) 6 penit! Lagoluas 2 1l 039081,000 JSI 11 5l Lay 1998 aladl oLl
$5kle 1 Lgtle ol 3 2dg0ll Ragall 315 Apauld
Brian J. Hall and Jeffrey B. Liebman, «The Taxation of Executive Compensation,» Tax
Policy and the Economy, vol. 14, edited by James Poterba (Cambridge, MA: MIT Press, 2000),
6, fig. 1.
STl sl 3 @gaad ! JU (ol Bl aladl pull 35,3 3 pualias 0 a4 (s
2 e 9 (e a3 1986 - 1974 5011 (e 3305l cldaall ) Tl ol 2 Lslass!
3ol el LT @ guall U (ol s Lagal aladl il 3958 Bl (6 i Gl o152 s
0.30 ) uaas )LJ.\_.J Ceaudal dagd 295 1,000 JSI$3.25 daall I <lis 2 Lalsg 3,0l
el B o el Hlad leastl 251§ 1,000 JSI$
Michael C. Jensen and Kevin J. Murphy, «Performance Pay and Top-Management

Incentives,» Journal of Political Economy 98 (1990): 261.

L@'@Ax) (;}LA:“.UY‘ .d_m)}g) QLS‘).‘.’ZJ‘ ‘QS Laj}g Z\:LA.A;‘ u__‘.c ;5."4.” N ] 3.__4.‘4‘)) dﬁi -7
cals ﬁ‘fd‘ﬁ\ solns ye T)..\.AAA
Henry G. Manne, «Mergers and the Market for Corporate Control,» Journal of Political

Economy 73 (1965): 110 - 120 .

8- Lucian Bebchuk, John Coates IV, and Guhan Subramanian, «The Powerful Antitakeover

Force of Staggered Boards: Theory, Evidence, and Policy,» Stanford Law Review 54

(2002): 887 - 951.

9- Marcel Kahan and Ed Rock, «How I Learned to Stop Worrying and Love the Pill: Adaptive

Responses to Takeover Lawy» University of Chicago Law Review 69 (2002): 871- 915.

10- Anup Agrawal and Ralph A. Walking, «Executive Careers and Compensation Surrounding

Takeover Bids,» Journal of Finance 49 (1994): 986.
sy 39 b leill LT 800 (s yo8 3313 2 o ikl ulS il Al sl 02ia e ToLis

LilS o oy ) Joad! S 2 Lo gt 38T S« Mtea¥l iog e 0 Ayl oy LSl



= ool

bl olinggas 2 ly 35bs (gl e Loy o LagiSU s e gl alall jpall pie Lo
¥l (g 56 e Lo SIS Ll @l 5l ey A Jaadl S 390> (pass alall
RETRCIIIN B [FPFEC U JERT A

il =11
Lynn Stout, «The Unimportance of Being Efficient,» Michigan Law Review 87 (1988):

645 - 647,

alall Zegeall @lS 201 2 U Guly 5alial Aulimds 223l le ¢ 31U

et Gl linggaitl el 55 gt higatild Hum oS Bl Lo slaie¥l a2 -12
Lol (! adlSs 3303 ol ol CadlSE 3505 20 Al il 3 elall Sle oy poall
Ugal! puwgill cile g piie (y90 Aslisd e 653 Y ASW Bd e @5Lall bgatll ol

IS Gy Julill st Y glamty 0y o yuadl s I pe Shiasg

13- Easterbrook, «Managers’ Discretion and Investors’ Welfare»

14- Jean Tirole, The Theory of Industrial Organization (Cambridge, MA: MIT Press, 1988):

277 - 303.

Ot Aot le ZeSlat| Hlail) dgag -5

aue Juad 500 ()58 Aa35 2 Aa skl S a0 (e B ly ale jts (e Auiiie 3)lie
Uonll das Lgipol ALlaa 2 olldg aign e plad)l
Anonymous Fortune 500 CEO, interviewed in Carol J. Loomis, «This Stuff is Wrong,»

Fortune, June 25, 2002, 82.

NSy Al 2 e 5 Ul LY bl 7952 podl Adabi g5l aoeif L) -1
e 1 ALl el oM e IS5+ Y50 5508 2 g bl 2 i
JEL S

Jack Hirshleifer, «Competition, Cooperation, and Conflict in Economics and Biology,»

American Economic Review 68 (1978): 238 - 243 ; Raghuram G. Rajan and Luigi Zingales,



SN Uy J.>-T

«Power in a Theory of the Firm,» Quarterly Journal of Economics 113 (1998): 387 - 432;

and Raghuram G. Rajan and Luigi Zingales, «The Firm as a Dedicated Hierarchy: A

Theory of the Origin and Growth of Firms,» Quarterly Journal of Economics 116 (2001):

805 - 851.

Ot el il Aty T cyaigl] U S ol 3 alans oyla Glls sy

S 9t alaia¥l cya JLall V1 gy @y g o) Jlas e BLa (ol 8l Lle Tgsls a3
Ol dlali 4 alla s

) Gy el g 38T gl 0B o Adalidl g 593 e Jud ! (@23 3ea e CBgBell -2
Sydney Finkelstein, «Power in Top Management Teams: Dimensions, Measurement,

and Validation,» Academy of Management Journal 35 (1992): 505 - 538.

3-James Wade, Charles A. O’Reilly III, and Timothy Pollock, «Overpaid CEOs and Underpaid
Managers: Equity and Executive Compensation,» working paper, University of Wisconsin-

Madison, Stanford University, and University of Maryland, 2004, 27.

Crel| HLS Casdun v e lLinaadl (o T Ao yall alall ol gal algs BN Jany 2. -4
3L Ol s yall aloall juall cibimagas p3lgs Lild L 131 cLacie .0 52 ¥ cniuaiil
caladl uadl @glund s9a T (pe @ailial Bus (o caais o) Leilas pn 2 9 (g a5l
e 3Ll callall 2)lgh 2 sgaigcalall jull pe @gaead Gl Jeall culdMe (ya (pusy
I G packald 2Ll | CannlSA iy s ()l 02068 W 2 o (S - el 3L
A ALl S e 55 521 Bl Yo 2 e 3 5Ll sy @l Al Lo 392
3 i Aslaall Aoletl CenlSU o) oo Lis Aegll alazilly dwatd alall ) Lgy y5liy
e G Ol gl il 3 0 Baas (e i3 ¥ copragaal | e 35LAIN any cisle
il alall paal) @ g (e (gl ilingsad Sl 35 (e poagy watd el el by
£ Jlas Gle @33 13l 2 il I g i 518 Sl

5- Jay W. Lorsch and Elizabeth M. Maclver, Pawns or Potentates? The Reality of America’s

Corporate Boards (Boston: Harvard Business School Press, 1989), 23 - 31.



= ool

il -6
Matthew Brelis, «GE, Welch Agree to Slash His Perks: Retired CEO Will Retain

Office, Staff, Lose Many Benefits,» Boston Globe, September 17, 2002, DI.

7- Linda C. Quinn, «Executive Compensation under the New SEC Disclosure Requirements,»
in Seventh Annual Corporate Law Symposium: Executive Compensation, University of

Cincinnati Law Review 63 (1995): 770 - 771.

I Jas e 130 -8

Kevin J. Murphy, «Explaining Executive Compensation: Managerial Power vs. the
Perceived Cost of Stock Options,» University of Chicago Law Review 69 (2002): 847
- 869; Holman W. Jenkins Jr., «Business World: Outrageous CEO Pay Revisited,» Wall

Street Journal, October 2, 2002, A17.

9-Randall S. Thomas and Kenneth J. Martin, «The Effect of Shareholder Proposals on Executive

Compensation», University of Cincinnati Law Review 67 (1999): 1021 - 1065.

10- Kenneth J. Martin and Randall S. Thomas, «When Is Enough, Enough? Market Reaction to
Highly Dilutive Stock Option Plans and the Subsequent Impact on CEO Compensation»,

Journal of Corporate Finance (forthcoming).

11- Alexander Dyck and Luigi Zingales, «The Corporate Governance Role of the Media,»
working paper, Harvard Business School and the University of Chicago, 2002; and
Alexander Dyck and Luigi Zingales, «Private Benefits of Control: An International

Comparison,» Journal of Finance 59 (2004): 537- 600.

12- Robert Monks and Nell Minow, Corporate Governance, 2nd ed. (Cambridge, MA: Blackwell

Publishing, 1995), 399 - 411.

13- Judith Dobrzynski, «CalPERS Is Ready to Roar, but Will CEOs Listen?» Business Week,

March 30, 1992, 44.



SN Uy f-T

14- YiLin Wu, «The Impact of Public Opinion on Board Structure Changes, Director Career
Progression, and CEO Turnover: Evidence from CalPERS’ Corporate Governance Program,»

Journal of Corporate Finance 10 (2004): 199.

Goliiios au 2105 3 Ko eVl il >l e LB e 3 5L 65 o byl g3 -15
.linygaid!
John M. Bizjak, Michael L. Lemmon, and Lalitha Naveen, «Has the Use of Peer Groups
Contributed to Higher Levels of Executive Compensation?» Working paper, Portland State

University, 2000, 10, 44.

16- James B. Wade, Joseph F. Porac, and Timothy G. Pollock, «Worth, Words, and the

Justification of Executive Pay», Journal of Organizational Behavior 18 (1997): 657, 658.

17- Joseph F. Porac, James B. Wade, and Timothy G. Pollock, «Industry Categories and the
Politics of the Comparable Firm in CEO Compensation,» Administrative Quarterly 44

(1999): 112 - 144.

18- Kevin J. Murphy, «Politics, Economics, and Executive Compensation» University of

Cincinnati Law Review 63 (1995): 736.
19- Bizjak, Lemmon, and Naveen, «Has the Use of Peer Groups» 2 - 3.

20- Kevin J. Murphy, «Executive Compensation,» in Handbook of Labor Economics, vol. 3, bk.
2, ed. Orley Ashenfelter and David Card (New York: Elsevier, 1999), 2485, 2517 - 2518;
Graef S. Crystal, In Search of Excess: The Overcompensation of American Executives
(New York: W. W. Norton, 1991), 219; and Shawn Tully, «Raising the Bar,» Fortune, June

8, 1998, 272.

21- Harvard Business School Dean Kim B. Clark, prepared remarks, National Press Club,

February 26, 2003.

22- Murphy, «Explaining Executive Compensation»; and Brian J. Hall and Kevin J. Murphy,



= ol —

«The Trouble with Stock Options,» Journal of Economic Perspectives 17 (2003): 64 - 65 .
See also Franklin Snyder, «More Pieces of the Compensation Puzzle,» Delaware Journal of

Corporate Law 28 (2003): 133.

23- Holman W. Jenkins Jr., «Business World: Outrageous CEO Pay Revisited,» Wall Street

Journal, October 2, 2002, Al7.

G a e kil 224

Brian Hall and Kevin J. Murphy, «The Trouble with Stock Options» 65.

26- Murphy, «Executive Compensation,» 2493.
3S pa Y1 AL 3 5e¥1 rilsd (w11 313 1929 alall 2 Bgudl Lial g1 5Lgi¥I -27
055 313 03 1, a T Bouadl gl g1 LW Ol U138 11934 51933 cyalall 2 oY1
zmnﬁunggL;J—u@ﬂﬂdpaﬂ¢mh4
JEL S Sle pIan0-28
Melvin A. Eisenberg, «Corporate Law and Social Norms,» Columbia Law Review

99 (1999): 1253 - 1292 ; and Symposium on Norms and Corporate Law, University of

Pennsylvania Law Review 149 (2001): 1607 - 2191.

29- Andrew Balls, «Ill - judged Incentives: Share Options Are a Poor Way to Make Executives Act in

Shareholders’ Interests,» Financial Times, November 12, 2002, 13.

30- Murphy, «Explaining Executive Compensation,» 847; and Hall and Murphy, «The Trouble

with Stock Optionsy, 49 - 70.
Vg Aaludl (o 48 Mall -6

e 8393Lke 58 gl 9 (e Ansiia s e
John E. Core, Robert W. Holthausen, and David F. Larcker, «Corporate Governance,
Chief Executive Compensation, and Firm Performance» Journal of Financial Economics

51(1999): 372.



SN Uy f-T

1- Core, Holthausen, and Larcker, «Corporate Governance, Chief Executive Compensation,

and Firm Performance,» 372 - 373.

2- David Yermack, «Higher Market Valuation of Companies with a Small Board of Directors»

Journal of Financial Economics 40 (1996): 205.

3- Core, Holthausen, and Larcker, «Corporate Governance, Chief Executive Compensation,

and Firm Performance» 372 - 373.

4- Core, Holthausen, and Larcker, «Corporate Governance, Chief Executive Compensation,

and Firm Performance» 372 - 373.

5- Vidhan K. Goyal and Chul W. Park, «Board Leadership Structure and CEO Turnover»

Journal of Corporate Finance 8 (2002): 49 - 66.

6- Richard Cyert, Sok-Hyon Kang, and Praveen Kumar, «Corporate Governance, Takeovers, and
Top - Management Compensation: Theory and Evidence». Management Science 48 (2002):
453 - 469; James Wade, Charles A. O’Reilly III, and Ike Chandratat, «Golden Parachutes,
CEOs, and the Exercise of Social Influence», Administrative Science Quarterly 35 (1990):
592 - 593 ; Martin J. Conyon and Kevin J. Murphy, «The Prince and the Pauper? CEO Pay in
the U.S. and the U.K»., Economic Journal 110 (2000): 640 - 671; and Core, Holthausen, and
Larcker, «Corporate Governance, Chief Executive Compensation, and Firm Performancey,

371- 406.

7- Core, Holthausen, and Larcker, «Corporate Governance, Chief Executive Compensation,
and Firm Performancey, 372 - 373; and Cyert, Kang, and Kumar, «Corporate Governance,

Takeovers, and Top-Management Compensation», 453 - 469.

8- Harley E. Ryan Jr. and Roy A. Wiggins III, «Who Is in Whose Pocket? Director Compensation,
Board Independence, and Barriers to Effective Monitoring», working paper, Louisiana

State University and Bentley College, 2003, 25.



= ool

9- Kevin Hallock, «Reciprocally Interlocking Boards of Directors and Executive Compensation»

Journal of Financial and Quantitative Analysis 32 (1997): 332.

10- Brian G. Main, Charles A. O’Reilly 111, and James Wade, «The CEO, the Board of Directors,
and Executive Compensation: Economic and Psychological Perspectives», Industrial and

Corporate Change 11 (1995): 293 - 332.

11- Harry A. Newman and Haim A. Mozes, «Does the Composition of the Compensation
Committee Influence CEO Compensation Practices?» Financial Management 28 (1999):

41 - 53.

12- Cyert, Kang, and Kumar, «Corporate Governance, Takeovers, and Top- Management

Compensationy, 453 - 469.

13- Andrei Shleifer and Robert W. Vishny, «Large Shareholders and Corporate Control,»

Journal of Political Economy 94 (1986): 461 - 688.

14- Cyert, Kang, and Kumar, «Corporate Governance, Takeovers, and Top- Management

Compensation,» 453 - 469.

15- Core, Holthausen, and Larcker, «Corporate Governance, Chief Executive Compensation,
and Firm Performance» 372 - 373; and Richard A. Lambert, David F. Larcker, and Keith
Weigelt, «The Structure of Organizational Incentives» Administrative Science Quarterly

38 (1993): 438 - 461.

16- Donald C. Hambrick and Sydney Finkelstein, «The Effects of Ownership Structure on Conditions
at the Top: The Case of CEO Pay Raises» Strategic Management Journal 16 (1995): 175 - 193;
and Henry L. Tosi Jr. and Luis R. Gomez - Mejia, «The Decoupling of CEO Pay and Performance:

An Agency Theory Perspective» Administrative Science Quarterly 34 (1989): 181.

17- Marianne Bertrand and Sendhil Mullainathan, «Are CEOs Rewarded for Luck? The Ones

without Principals Are» Quarterly Journal of Economics 116 (2001): 929.



SN Uy f-T

18- Marianne Bertrand and Sendhil Mullainathan, «Agents With and Without Principals»

American Economics Review 90 (2000): 205.

19- Jay C. Hartzell and Laura T. Starks, «Institutional Investors and Executive Compensation»
Journal of Finance 58 (2003): 2351 - 2374. See also Parthiban David, Rahul Kochar, and
Edward Levitas, «The Effect of Institutional Investors on the Level and Mix of CEO

Compensation» Academy of Management Journal 41 (1998): 200 - 208.

20- David, Kochar, and Levitas, «The Effect of Institutional Investors on the Level and Mix of

CEO Compensation» 200 - 208.

21- Kenneth A. Borokhovich, Kelly R. Brunarski, and Robert Parrino, «CEO Contracting and

Anti - Takeover Amendments» Journal of Finance 52 (1997): 1503 - 1513.

22- Anup Agrawal and Charles R. Knoeber, «Managerial Compensation and the Threat of

Takeover» Journal of Financial Economics 47 (1998): 219.

23- Shijun Cheng, Venky Nagar, and Madhav V. Rajan, «Identifying Control Motives in
Managerial Ownership: Evidence from Antitakeover Regulation» Review of Financial

Studies (forthcoming).

24- Marianne Bertrand and Sendhil Mullainathan, «Is There Discretion in Wage Setting? A Test
Using Takeover Legislation» Rand Journal of Economics 30 (1999): 535; Gerald T. Garvey
and Gordon Hanka, «Capital Structure and Corporate Control: The Effect of Antitakeover
Statutes on Firm Leverage» Journal of Finance 54 (1999): 519, 520; and Paul A. Gompers,
Joy L. Ishii, and Andrew Metrick, «Corporate Governance and Equity Prices» Quarterly

Journal of Economics 118 (2003): 107 - 155.

25- Gompers, Ishii, and Metrick, “Corporate Governance and Equity Prices,” 107 - 155.

26- Kevin J. Murphy, «Explaining Executive Compensation: Managerial Power versus the

Perceived Cost of Stock Options» University of Chicago Law Review 69 (2002): 853.



= ool

27- Robert Parrino, «CEO Turnover and Outside Succession: A Cross-Sectional Analysis»

Journal of Financial Economics 46 (1997): 168.

28- Bertrand and Mullainathan, «Agents With and Without Principals» 205.

dui I debu 2 (g prll 590

Oy dlxa das Lg'.'v):-;l Ablse 2 als Uyﬁgwﬁlmung,l{g
John E. Core, Robert W. Holthausen, and David F. Larcker, Corporate Corporate
lawyer interviewed in Suzanne Koudsi, «First, Why CEOs Are Paid so Much to Beat It»,

Fortune, May 29, 2000, 34 - 35.
1- Mattel proxy statement filed with SEC, April 28, 2000, 24 - 25.

2- Joann S. Lublin, «As Their Companies Crumbled, Some CEOs Got Big-Money Payouts»

Wall Street Journal, February 26, 2002, B1.

3- Rakesh Khurana, Searching for a Corporate Savior: The Irrational Quest for Charismatic CEOs

(Princeton, NJ: Princeton University Press, 2002), 3 - 4.

4- Dan Sabbagh, «Orange Chief Received $70m in Two Severance Payments» Times (London),

March 12, 2003, 25.

S- Jay C. Hartzell, Eli Ofek, and David Yermack, «What’s in It for Me? CEOs Whose Firms Are
Acquired» Review of Financial Studies 17 (2004): 37 - 61.
5,40 o 2 a8 Lo Lial Sl Al culus] Joo Juolinll (e ae le g U3 -6
il
Andrew Ross Sorkin, «Those Sweet Trips to the Merger Mall» New York Times, April

7,2002, sec. 3, 1.
7- Sorkin, «Those Sweet Trips to the Merger Mall».

8- Hartzell, Ofek, and Yermack, « What’s in It for Me?»



SN Uy J.>-T

9- Julie Wulf, «Do CEOs in Mergers Trade Power for Premium? Evidence from ‘Mergers of

Equals» Journal of Law, Economics and Organization 20 (2004): 60 - 101.

10- «Retired Kodak CEO Received 47% Boost in His Bonus in 1999» Wall Street Journal,

March 14, 2000, AS.

11- Justin Fox, «The Amazing Stock Option Sleight of Hand» Fortune, June 25, 2001, 86

-92.

12- Joann S. Lublin, «Executive Pay under the Radar» Wall Street Journal, April 11, 2002,

B7.
13- Lublin, «Executive Pay under the Radar» B7.

14- Gary Strauss, «CEOs Cash In after Tenure» USA Today, April 25, 2002, money section, B1.
.‘.L:h.\.cm‘ w&‘ -8

O 339 Le conbigl . el (ylga 10e Reaiie bylie
Joann S. Lublin, «<How CEOs Retire In Style: Many Former Chief Executives Get Lush
Perks and Fat Fees for Limited Consulting Work» Wall Street Journal, September 13, 2002,

BI1.

linigal Caingd dandiil A GuSOgm0 ) (o (@B prws oSy yaal LS paical a1 -1
2 Y 52 Vlogas e dasll Gl 13 0¥ fegud el (K5 Gle @gl Ampiall Gyl
LAl as atl ebily
Robert A. G. Monks, The Emperor’s Nightingale: Restoring the Integrity of the

Corporation in the Age of Shareholder Activism. (Boston: Addison-Wesley, 1999), 5962-.

alagll ae Lzl Guolin 2 gyl aaill (e 3Lt Led @8 U1 AV musgid -2
2] ol 538l Calygag 2ainl 81 38 1 e Glagdy a il ot Bl 1l
2 Loy %640 2331 Lguads IS 3 ) Ay Aald (g lmudaiey o Logll 9 38 1) ]

e (als Cals gty Syl o Lol oo ymatly . JUI Gl 7Ll (e gl el el 3



= ol —

i3 %100 283U g conas Lag ae il 13 Lo boe 2 Lgaudt sLaitias¥l el s ol deed Gudions

S el Gl

o3 38,81 ol o y1ail . Ll Bgiall 2ol allgal sLetily Calagl) agay i1 JLALI
A pall ol Lglaes (e $100 3 ) (nases e lanll i3 Lo 5ue 2100 CaLsgall
R it s $40 ) aGay Ay puio gagds Calagll Lol 840 g3l g s puiall Lgal 330l 2 iniies
|2 puiazey - $60 0503 = 5 — e Ll e g ey cn $120 gtk 3311860 5 ay 3L
+860) el o $96 Cali gald 8 5y La « (%60 ye %40) $ 24 Layad J 53 3y yuiad ey !
(836

Ol oyt Jagll se sl Goaio s 2 alosll Jlgal HLaianly 38 2l agas :2 JLALI
Lia 38yl ag 5 aelmnll J8 Led a2 Goaiall 2 Lgea3$100 4 Liay @ alus &S 551
$40 2315 as puinll Lga! 3301 Atnain s Ay puiall a3l Lglins (o $100 flas (inuainty Ll
0543 gy ing Lo = e lanll ¢y o Catagl 533 500 $200 503 $100 L1 JLUN ul 5 5o
O %040) s A pus $80 diie g welaty o calysll 11 ($200) a1 Jansy .$100
ol gl Jemn o ] JELV Sy dadiony Las $24 3oy 58T (5108120 3L iay da iy ($200
G2 LW e, ) il sens e L piticaly e Lanll (13 Lo 300 2 $100 e 38 5201 ye
5oe 238 ) s ol L 138 il Gl e oSo @t 2 JU 2 calhgll dyle Joas
Sl Gladis | e $60 il 24l ae bzl o L

ool i1 @lS il (e %70 gom O dd el Ty 525 ol s Lt WU SIS 3S 4 cuse -3
el AL A8l ne Latl By lin choaiel w45 ya ] 6201 Gl U
Clark Consulting, «Executive Benefits: A Survey of Current Trends: 2003 Results»

26.

L@:vﬁ.,m,‘ua\_;.l\g_l__..as_ﬁ\ ae sl 3gais el el .,\_y;‘}cga.dui uﬁuéi&uﬁ-4
sl e rals addle o)y Gesliall ¢l Jlgal Hleitinl yoe cUdg Sl pall ¢y e
Ol el 38 5 803 0l s U1 g o1l s (S0 Lguiliga By L gy juta
Ompmad I Y At 1 2S5 201 Lgla dadi yo Ca IS ABgama 028 Sl yunll 40 Bg3 T

@@ilanl e 335 zmamtl LA 0g peat) el 131 oLatl  Bgaiaall (o pytpdical|



SN Uy f-T

ileablive e+ LT Sl punll (e Tams Loy Lol @gauss (o3-S il (g0 iunl| 2

Al Ll (ol 2laatl 3 5l Jass ) ()93 63 yuiia
B pio il ol s il (e 0 paal b oLl LeaSall e Ll G gotius den Lo lud -

oAl B Lo oy @219 e0 pandily L JEL I plads 3 lS (ol pb¥ le

A oo Bl y Ly Cala g9 38 5801 0 iyt (ye 038102 03 3 oo S ¢y ain

oo ety JW Gl 7Ll e gl ol i 2 Lay < %40 2331 Lgauds SIS 5!

i Le 3 2 L Laia¥l il ol o s e (3313 Calasll5 38yl o L]

gyl Glads | 13 %100 2aILdlg cona Leg ae sl

9 Gl el e Ll Bgaiem (o yul) Bms Lafiianly 38 5500 g 553 JLAL
a3 ST ol LSl s e lal Bguio slaiel I e La 3 58 o) (5,381 . St
Ja3l) s lall Bgaiin (o2 JELI 2 Calogll dule Jumomy 501 danih gt Lanll (alall paell
el e L G ) i uadl ae L Jagest Lol $100 38 5l s 2 JIL1 2 LeSa
3 s i $40 Cali s LeS die gangg ($200) Al s le sty pull Janoey .$200
28161 (8120 flas 2 JUELI 2 Cali g1 LS To] dadimy yoatls .$80 Ly Ay puis iny L -
QB2 a Y alagtl e $24 5

A8 5l e eliel (e pualls ol LSl selantl 3gais dubmy Le S 031 Hlaidd
Ji La 3 2840 5l diay s puall LgandSs 38 ! candd: (2 Alas MU (s 29 1 ollit) 2
Lol L Jasd | el Bgaim 2 del le $100 cosing 5l $100 Cals gall cnds Lo e laul!
g Lotie yaal| ae i Al 0 2 $80 51 aiie oan puiall LganlSs (i 38 5l a3 YLl 2
s aeLal Al o 2 2 yunll sl gl ) Caim 3 .S 501 e (438200 il 4
38 ll syl S g 50 L e B gaiamn] (o o] A Ll ey Jfiar (6211 8100
2 Fias $100 s 5g 0ell $200 23 ye ge3litl 2 Latl 5Y1 ) e lanll Al 0 2 $40 ) e
gl e lE Al pe 2840 Hladey 3S 4 Al L punl) S (ayass

Longe yoall aelas b Lo s s 2 $40 5l ahies s piall L gauds counas 3 a0 SIS 5
($40) alall 1a oy ieal ST ne Ll A e 2 0y e 510 LgandSs ( inidii oy o
Lgale (y1S0g okl ae i o (84031 ds (e %100) $40 e HLeiiiaad! I3 (o ot emng

oo 38 520 3 oF BLELL 964 3 120 Ly oy Ll 1a e %40 S5 3y 285



= ool

A 3o 2840 ) u g gyl LgaslSS cunas: Laniie (Rial 1 2Ll (ye $24 —y J31) $40
LgadSs conndd cn 2 Ll 2 dlents Las 8T lsel Jomn 3 gLl 23S alla . e lal
Cyo el oy (g1 824 Ll e U o e Ll 15 Ls 5.0 2 $40 51 o Gies gy yuiall
Loy ! Lguudd LI piall auidy Commy dogenal (6> Ja3e o deld Gain sl alel

Al 38 all Glas Gle il Ll ealall als gl Jajll 3gaiall

A 3L ol ampgattl Ll Lgaliey ull g puiall il 5 STl Caly 5 8 e Sy el -6
eslag sl (e Lol A0Sl fy nad) selas Gualiat dgilie alel o) slaiels
el degiiag 3auata

Myron S. Scholes, Mark A. Wolfson, Merle Erickson, Edward L. Maydew, and Terry

Schevlin, Taxes and Business Strategy: A Panning Approach, 2" ed. (Upper Saddle River,

NJ: Prentice Hall, 2002), 181 - 185.

ity 3L O Cpa peatls ol LaaSal! s il 3gaieal Ay puall 32 LSO ()Lt (e -7
calS 1a0a . cya 3l 59 pe e (el e o) 35l le By yall S| puiall Coaid aBgat
e 35018 52 Ll g JE (i e 3Ll (e a0l e dgll 2. SLasas il
2255 LgiSt Aial s 1120 o il LganlSS (a y joall olingad @umd (g 3 LY
0955 0 el b Aol A3 sl dalai: ¢yl « Slaitans s yuall LgantS3 2 el

ol 2 B as g 6,3 Y1 dog yall e IS Lo 13 gy T i
8- Clark Consulting, «Executive Benefits: A Survey of Current Trends: 2003 Results» 26.

9- Steven Balsam, An Introduction to Executive Compensation (San Diego, CA: Academic

Press, 2002): 175.

JEL S e 185010
Mike Blahnik, «For CEO Pensions, Rank Has Its Privileges» Star Tribune (Minneapolis,

MN), May 18, 2003, 1A.

bl 11

International Business Machine Schedule 14A (filed on March 12, 2001): 18.



SN Uy J.>-T

Ly by 5 i 38 580 Golaad) aladl pall Galsy ol 155 53T ke aslin-12
I8 e 10 o)l ube (goiw guelss
Paul Hodgson, «Golden Parachutes and Cushioned Landings» The Corporate Library

(February 2003): 14

Jsla 2 0y paall 5350 0 Byt L ol e IS e Digies Al 3,001 @l 020 gl !
Adall &S il caliaygas

13- Cynthia Tichson, quoted in Liz Pulliam Weston, «Despite Recession, Perks for Top Executives

Grow» Los Angeles Times, February 1, 2002, Al.

il -14

Glenn Howatt, «HealthPartners Ex-CEO Reaped Bord’s Favors: Secret Deals

Contributed to $5.5 Million Package» Minneapolis (MN) Star Tribune, January 17, 2003,

Al.

AuLeeSs e lm alas 315,55l 3 585 515) alors O g5 5l Al 50,3532 35

Olall S 2ail oka (e Ll @ Yl il a8 e juall s ol da ,suall L sls

c B! 2238 ;20 1L Al 255 gl lalSHl day 5 Il 3531 il (s ol danng

3 21 AL 3155315 3l g1 Bm M ais ] Ll cls pall le clis 1 @byl -15
2 5ol eladl Gaslis sue Lgie (oo 38,5 S 2 clealall (o5& CaSa (pe I
codball gt Lgaens Comeiedd W enlS il 0 L Lgie (poaudiead | sue g a8 55 S

Ellen E. Schultz, «Big Send-Off: As Firms Pare Pensions for Most, They Boost Those

for Executives» Wall Street Journal, June 20, 2001, Al.

eyl -16
Joann S. Lublin, «Executive Pay under the Radar» Wall Street Journal, April 11, 2002,

B7; and Anne Fisher, «Proxies: The Treasure Is Still Burried» Fortune, June 8, 1998, 285.
17- Financial Accounting Standard no. 132 (revised 2003).

18- Financial Accounting Standard no. 87 (1985).



= ool

19- Schultz, «Big Send-Off».

022 B 093 e (S el Gilg ) ulme 33Ls 12004 aladl (e 590 /03l ju yn 2220
pans paiid Ul ol Al G clisie le paty 11 :2004 alall S a1 2 J el
3alio w3y @Sl L (ye Laslasly 2 1a 511 Lgy yooe colimpgad ulesd il 150

2004 0l /5141 2 sl (3305 5 pde e 5l ulne

G IS 5l e %86 0 2001 ale i liiw M syl NS B2 5,52 cLa 21
de 5l Gaslio Glesd A8 ol |y | aatiad A 5l b cald (oW1 LW g gl
U IR PPV i I PRV DN BRI
Clark Bardes Consulting, «Executive Benefits: A Survey of Current Trends:
2001 Results» 33; http://www.clarkconsulting. com/ knowledgecenter/ articles
/benefits/20020305.pdf (accessed June 23, 2004); Ron Suskind, «Mor Executives Get Pension
Guarantees to Protect against Takeovers, Failuresy Wall Street Journal, July 5, 1991, B1; and
Theo Francis and Ellen Schultz, «As Workers Face Pension Cuts, Executives Get Rescued»

Wall Street Journal, April 3, 2003, C1.
22- Francis and Schultz, «As Workers Face Pension Cutsy.
23- Francis and Schultz, «As Workers Face Pension Cutsy.
24- Suskind, «Mor Executives Get Pension Guarantees.
25- Suskind, «Mor Executives Get Pension Guarantees».

colmiaal Sl @S 201 e %93 gl oyl dd ol Ty 8 ol L M 1, IS 3S 4 e | 26
2002 alal 20268 Ualad sl 13 43 yad G201 ol U
Clark Consulting, «Executive Benefits» 2.
Je b @ O @a31S 5y 995 95 s 8 5 (g pods (o 0 Lansie JLAU S (1o 227

Ragd (e %20 Layad il e Gle (yglanmy @gild (Ja ¥l Alysls @ jol 5o g ngilalSe g
ETRE TUREA PR



SN Uy f-T

Ellen E. Schultz and Theo Francis, «Well-Hidden Perk Means Big Money for Top

Executives» Wall Street Journal, October 11, 2002, A1, A9.
28 - Liz Pulliam Weston, «Despite Recession» Al.

29- Lublin, «Executive Pay under the Radar»

GG (401 dalas 2 gyl (anaddl ye 53l Lgd @B ) 30V gl -30
Sl cilS LSy ol 50l o Lo gag Bual yil S 55 e (lagiy (il a1 oLl
5ol B s A (lauining Caligll 38 il () (35810 (29 1 i) 2 alas SN 2
Lol o ity JUS ol sl e ilid] Joeath 132 Lay %40 Za3Ll Lguuisi IS0
o Lesoe 2 Lguat sl el sl y o] 3 Gusimd e ) pals ca Ll 3 € il )]
Syl Gl | 133 %100 351015 conas Lag ae sl
ol gall a3 3S a1 5 o 18T (K401 Al s allgal HLasly Calsgll agay 4 JLaL)
Lnaiea Ly piall ool Lglis (ya 810038y (onass .o elzl J5 Lasa s $100
AL AL iy $40 51 a iy By o B3 o Lol Lal . $40 g3l5y gy il Lgal 31
g O 8120 giden (21 ¢ il agazill Jage put saliel Glws 2. 560 a9
(860 (e %40) $24 Layad |53 3 yuiad e 1 120 griney . $60 05 ey — ezl e
Lle 2 (S ol oyl (g1 1836 0543 gyl oy ay Lialo lalis cabogall ot Ls
(836 +$60) $96 ilis (s (e Callall
g alasll ol o y1atl ALasLl (K401 Al (s dllgal HLasly Calagll agay 55 JLALI
flae paainy Lyl Lin 38 5200 a9 (401 Alad (pauis gl 2 45liaygad (50 $100 4Lus
AL L al s sy 340 g3l 55 s puiall Lgaal 3301 Bundies g puiall sl Lglsns (30 8100
2y $80 Calogll gy (K401 2o 2 sl (ya Calogll dummny Lontia $200 9030 $100
A I 2 4 dadie Las $24 jlues 33T 61 ($120 3liay dadiomy g ($200 o %40) S50
aidghenn le Lo yeitily ae Lzl 13 Le50e 2 $100 Lo 38,500 ¢y o Calagll Jomm Gos
Gl e (Ko @l Calagll dde Juns (o201 $24 AILI1 2 LYl e 01 ol L (K)401 Al 5L 5
caelal 4 Lesa a2 $100 flie Cabsgall Aliall 2S ol cads 594 cn Sl 2.2 S a1



= ol —

31- Internal Revenue Code, sec. 402 (g) (1) (B).

Lz pectes oLl LSl e il Bgaiion sl lafiianl Sl Gand o 38 3 (61 asugy 32

3l e cpals s =l Gasliaall s Jlgal el oo W3y Sl punll oy s

4 @) Ao U i) Aalis] 2SS Lgade (3 pu I3 (ST Lgualhgn 2459 Lgo jote
e A o iliinassd ol Ll e Aol G ol linges @l 5 des Lo L) -33

oAl 594 Bl e o @215 0 pandiy Il JLLT 1 0T A BlS (ol 5 1Y)

30 @2 Alas UL (yaus

(401 dalas sl 755 Alaga yud Ala g cliaygad Alad yyoiall 8 5l w16 JLa!
Lgea ST (30l B Bl (ylainiey Calngll g 38 501 () 594 i) 2 LeS il
CalaghlaS o Lnl o sty JUT s 75T (e gealit) el el 2 Lay %40 2L
Ll conas Lag e Ll |3 Lo 3 2 Lguuih leiiia¥l il ]yl B 3uimd e oyl a3
Syt Gleais | 43 %100

bl yaall a3 S Ala e b ingad Alas shatiel ] aedd S 01 Gl 0 1510
2 LeSo . alagll (K401 dalas sus] cye 5 JELI 2 Calogll dule Jonmy g1 duii gt Ll
on il i Al 3l calinygantl Alas 2 ol tlad Lol $100 38 ) s o5 L)
@l lge Il aalas¥l ($100) dslingas Gle aelmll ol Jams . $200 ol oelss
I Ly %040 Cali sl LeS die ganyg ($200) alae e 6l (%100 ¢ %100) ol gt
28161 (8120 flaas 5 Sl 2 Cala gl LS T3 dadimy yaalls .$80 Loy Ay s iny Ls -
A QB 2 AN Galagll e $24 4

e sbiel (e Gl b oLl Al 5l lgal] el 53 sl Lo I Y1yt
$40 5| ey s yeiall L ganl€s 38 5l s (30 Atas MU (yaus 54 (e JLI 23S 501
Goml 24 el Sle $100 coaing gl $100 Catsgall cunds Lanie seladll | 3L oz o2
2 880 5l ey syl LganlS3 (aais 38 5l Lo 6 JUL1 2 Lel .2 Lagll (K401 dalas
el Lglas I o 0 3 5 e ¢ST.$200 fles 4 g Lestie joall ae s 2> e
Jax Jal e o 1] 38 5 e (g0 A S (6201 $100 flaa e L) Al 5023y juiall
$40 5| Ay 3 A s pudall CalS) 03905 g0 Le = $200 31 $100 (ye g3 yutll &



SN Uy f-T

Jic 33ell $200 s 1835 $100 fLus L pe LSl 2 Lall 591 o) e latl & ls o 2
JULI 238 5 als . puull el s ja 2 $40 1 day 8 Al L il Sl agass 2
3oe 2840 5 ades o pall LgaslSs camnad o o5 JUL 2 dlasms Las 58T liel Jams 6
oLzl 43 Le

Longe yuall aelas (113 Lo 5. 2 $40 5l aies o puiall LganlSs i 3 201 SIS 5 )
(340) sl fim e piinsl oIS nelanll &t ya 2 (ST duads Il LgadSs jauani oy o
Lgale OS5 ¢ okl sl oo ($40 31 s (ya %100) $40 flos Hlaiiiea¥l Glis (ya Casmn g
3l G o BoLaLL . $64 48 5l iy com G Ll s e %40 S35 3y yun o 85 )]
2840 5l adey sy penadl LganlS3 i Losie (aial 0 Aladl (e $24 5 J31) $40 55w
Ao liaygat Alad slaiel (| ooz 21824 BL1 U 0 - ae Ll Al e
(K)401 dalas Lgauas all Lgaudd LI 3 joaell aud ooy Lgauaiad 6 po Alage jud g dols
AL S 58 Gl e 3l Lal comalall orals gall 2t

AU culimygatl 5Ll Lgaliey ) By piall ol 300 Bl 2 5 & e Jsnoell -34
I e giiag Banaie calagy sl eus
Scholes, Wolfson, Erickson, Maydew, and Schevlin, Taxes and Business Strategy 181

- 185.
35- Internal Revenue Code, sec. 1.

36- Internal Revenue Code, sec. 11;

R 3 Al g ¢ Cy ol Aol A€l e Ll yalin g Sl oo LS

ledl Gle cnalill padles o) 0 Gu sk e Ala 3Ll cliaygatt| dalasd ey sl o IS
S puall lain | aay 2L all Lglies aluiiaal 11 38 20 aasd Az ¥ 028 (- ais
Loludl cye sy leiiial (g - Lguilge uaiy Ly juote 3k e cnals adllsy ol 1
Al sl byl abs cnom Lende Lgas @y cdpuaidl Lgies® 35005 Cougy padlsd!
e Bl Coma e sl le cnalid] adl 3508 (e Gl syl g3l o]
Londlgs e Lageny oy calil) 3.8 58 alS W &0 A0zl Jlsa¥ 5L el w5lse
3yl e (5 S pntl gy (ot 3Lt e cpalill g Al il slatiel La



= ol —

e %70 51 11996 ale cayal Tl ys coals al Alaaly (4585 3 Jyigont CallSSg ag—u)
3lasd! e cnalit! (i lg B sl il slatiel I Ll @3 1S5 el 2 5891 100031 IS 21
ot o B3l 02 IS O 1 i Lo s cslinggal] Lglalas (s Sl oy
SURNNEG - JOP-Jl |

Christopher Drew and David Cay Johnston, «Special Tax Breaks Enrich Savings of

Many in the Ranks of Management», New York Times, October 13, 1996, sec. 1, 1.
37- Clark Consulting, «Executive Benefits» 2.
38- «Tax Deferred Pay for Executives» New York Times, October 18, 1996, A36.
Gomieas Lo a5 1S Lgiln  nguat) A Lemml Ao sl By haad| WS 1S58 28 1 551t [ang -39
1992 ale ¢ Linwb Ly g 35150 3 Jlsbe CAl jus (ye Lglss e

40- Gretchen Morgenson, «Executive Pay, Hiding Behind Small Print» New York Times,

February 8, 2004, sec. 3, 1.
41- The Corporate Library,«The Use of Company Aircraft» Special Repost (2001).

42- Lublin, «Executive Pay under the Radar»; and Gray Strauss, «CEOs Cash In after Tenure»

USA Today, April 25, 2002, money section, B1.

(2004 gole /5T 12 Jomdl asl5) ) 3g S gl Hlail -43
http://contracts.corporate.findlaw.com/agreements/fleetboston/murray.emp.200.10.10.

html (accessed May 12, 2004).

44- Joann S. Lublin, «Many Former Chief Executives Get Lush Perks and Fat Fees for Limited

Consulting Work» Wall Street Journal, September 13, 2002, B1.
35Ut Jlaxiaal e egamdl ) eslinsgaitl uslical asl Jung Gl junill 12 a -45
e 13 s ol il el 35 Loy diungy 3S il Lol
Yale D. Tuber, quoted in Lublin, «Executive Pay under the Radar.

S5l Jas3 B Jom 3oall clalail le asll] jug 5 iasgel ol alyla 5 <546



—_ ;.\JT O).: J>T —_—

47- The Corporate Library,«The Use of Company Aircrafty.
48- Ira Kay, cited in Strauss, «CEOs Cash In after Tenure».
49- Lublin, «Many Former Chief Executives Get Lush Perksy.
50- Strauss, «CEOs Cash In after Tenurey.

51- Strauss, «CEOs Cash In after Tenurey.
52- Joann Lublin, «How CEOs Retire In Style» Wall Street Journal, September 13, 2002, B1.

O 8393 Le pdadll |28 2 culabanally Ate¥! -53

Lublin, «<How CEOs Retire In Style».

cro 9 e Ll K& e ol landl oas i o Lgud @y ¥ s Il i o lall, -54
Ay el Bl il 38y e Lt alall jpullcJS clagla 5l il Jolaad . gaaill JSad!
3,5l ‘z\..\i’u.u‘ Shoal Sle 43)“1 ;Lmijﬁdm%uK Gyl &m.u‘» LSRe:x] 2
bl Ll s Aol 150 dslad! &S i)
Strauss, «CEOs Cash In after Tenurey.
.$500000 (ye sy Loy gl ois dad Hum
Ol oo 9,8 -9
21 2 Cnagenall g g 01 o ¥ e juaill (g S 3S 54 (ye duiie 5yl
1999 ¢ byl /oyleass

Conseco, Inc., Definitive Notice and Proxy, Schedule 14A, April 21, 1999, 17.

1- Gary Strauss, «Execs Reap Benefits of Cushy Loans» USA Today, December 24, 2002,

1B.

2-15U.S.C. 78m (k); and David S. Hilzenrath and Helen Dewar, «Senate Votes to Curb Insider

Lending» Washington Post, July 13, 2002, A13.

3- Paul Hodgson, «My Big Fat Corporate Loan» The Corporate Library, 2002, 1.



= ol —

4- Andrew Backover, «Questions on Ebbers Loans May Aid Probes» USA Today, November

6, 2002, money section, 3B.

5- Dana Cimilluca, «Former Worldcom CEO Misses Loan Payment» Toronto Star, May

7,2003, C4.

12 1gades 6y aS pull oia (48 Cya dsgiall g 5311 -6
Gary Srtrauss, «Don’t Bother Paying Us Back, Many Boards Tell CEOs» USA Today,

November 13, 2001, 1B.

7- Debra Sparks, «The Mother of All Stock Option Plans» BusinessWeek, November 23, 1998,

158.
8. Sparks, «The Mother of All Stock Option Plans» 158.

9- Star Staff Report, «7 Ex-Conseco Officials Race Separate Suits on Loans» Indianapolis Star,

May 8, 2004, C1.

10-Rob Kaiser, «Comdisco Loans Re-Examined: 106 Former Execs at Bankrupt Firm Press for

Relief» Chicago Tribune, August 11, 2002, C1.
11- Hodgson, «My Big Fat Corporate Loan» 1.
12- Hodgson, «My Big Fat Corporate Loan» 3.

13- Kathleen M. Kahle and Kuldeep Shastri, «Executive Loans» Journal of Financial and
Quantitative Analysis.
¥ ae Gyl e Lo dole (21 Glagll (o, 30 Ola (g yaals 9 LIS ol ) a5 52y
o2l 533l By 2 Ly pal (0 5335 ) 38 il Caly el 255 Leadl Y el pe JB1 551
el e 51531l (ya 05058 @i ST S (e Lism s aS15all (ye $2 ccnalS )

14- Kahle and Shastri, «Executive Loansy». 9

15- Kahle and Shastri, «Executive Loans» 5



—_ ;.\JT O).: J,>-T —_—

3l ) 3l 2y jouell A glall (9 4311 (40 %12.6 Lo (g il 5 LIS &5 55 Lo 32916

1B LS sl s PP slacl 6 o 03 Lagiwl s Lgileds 1 2000-1996 crm

lail eVl e %10.2 20 5051 3l (pe g a0l ileaal sliel 6y

Kahle and Shastri, «Executive Loans» 9

Slaad g |5 g 25 i wals 550 5legd! U2 cSun 3 clbLadll ois @laes (S
el s g3 LiiSay Al 5l 3.l A U1 2002-2000 ey 3kl 3L 2 Byl 2 @ gusd!
Aa bl slae¥ Cadd e

17- Hodgson, «My Big Fat Corporate Loan» 2.

18- Palph Kong, «Insider Loans: Everyone Was Doing It» Business 2.0 (November 2002):82.

19- Hodgson, «My Big Fat Corporate Loany 2.

a0l -20
David Leonhard, «It’s Called a ‘Loan,” But It’s Far Sweeter» New York Times,

February 3, 2002, 1.

e il ISyl @3lsls ald le Ly yall 3guall eeadll al iVl Allius (28lik 21
22- Leonhard, «It’s Called a ‘Loan,” But It’s Far Sweeter»; and Leonhard, «It’s Called a

‘Loan,” But It’s Far Sweeter»; Joann S. Lublin, «Executive Pay under the Radar: As CEOs

Reported Salaries and Bonuses Get Pinched, Many Chiefs Are Finding Ways to Increase

Their Compensation» Wall Street Journal, April 11, 2002, B7

LS B9d> il Ao AoSLEY Oliny gaid!-10

215 o aVL e Ul el inygaitl ye T yosS Lo (3 yuntll il Aag yal | Egall el hitl -1
1990 alall 2.2 Hes dim s (na S 9 uaiin JSobe (2 Hiuo

Michael C. Jensen and Kevin J. Murphy, «Performance Pay, and Top-Management

Incentives» Journal of Political Economy 98 (1990): 225264-.



= ool

2- Paul Hodgson, «What Really Happened to CEO Pay in 2002?» The Corporate Library 2003, 8.

el -3
Kevin J. Murphy, «Executive Compensation» in Handbook of Labor Economics, vol.

3, bk. 2, ed. Orley Ashenfelter and David Card (New York:Elsevier, 1999), 2535.

il -4
Charles P. Himmelberg and R. G. Hubbard, «Incentive Pay and the Market for CEOs:
An Analysis of Pay-for-Performance Sensitivity» Working paper, Columbia University and

the National Bureau of Economic Research, 2000, 19.

5- Oliver Jean Blanchard, Florencio Lopez-de-Silanes, and Andrei Shleifer, «What Do Firms

Do With Cash Windfalls?» Journal of Financial Economics 36 (1994): 358 - 359.

6- Marianne Bertrand and Sendhil Mullainathan, “Are CEOs Rewarded for Luck? The Ones

without Principals Are,” Quarterly Journal of Economics 116 (2001): 901- 932.

7- Murphy, «Executive Compensation,» 2537.

@) Alax Jady Wil daiiall @ (631 ciga 0 e 3S 58 Jha clS il a2 -8
Sl Bamiaall @l u¥ ald)l e pae Ll Goslicall Sl bl ul clas )
.elalsy
Ellen E. Shultz, «McDermott Alters Its Pay Formulas for Top Executives» Wall Street

Journal, February 25, 2002, A2.

9- Bethany McLean, «That Old Financial Magic: How You Grow Earnings Five Times Faster

Than Reveneus? Just Watch» Fortune, February 18, 2002, 70.

10- Floyd Norris, «Pension Folly: How Losses Become Profits» New York Times, April 26,

2002, C1.

11- Jesse Drucker and Theo Francis, «Pensions Fall-Not CEO’s Bonus» Wall Street Journal,

June 18, 2003, C1.



SN Uy f-T

12- Carol J. Loomis, «The Stuff Is Wrong» Fortune, June 25, 2002, 73 - 84.

13- Kevin J. Murphy and Paul Oyer, «Discretion in Executive Contracts: Theory and Evidence»
Working paper, University of Southern California and Marshall School of Business and

Stanford University Graduate School of Business, 2003.

14- Richard Trigauz, «Great Disconnect» St. Petersburg Times, May 26, 2002, 1H; Louis
Lavelle, «Executive Pay» BusinessWeek, April 15, 2002, 84; and David Leonhardt, «Coke

Rewrote Rules, Aiding Its Boss» New York Times, April 7, 2002, sec. 3, 6.

15- Jesse Drucker, «<AT&T Wireless Eases Bonus Rules» Wall Street Journal, April 15, 2003,

B3.

16- Gretchen Morgenson, «The Rules on Bosses’ Pay Seem Written with Pencil» New York

Times, May 25, 20032, sec. 3, 1.

17- Yaniv Grinstein and Paul Hribar, «CEO Compensation and Incentives-Evidence from

M&A Bonuses» Journal of Financial Economics.

18- Andrew Ross Sorkin, «Those Sweet Trips to the Merger Mall» New York Times, April 7,

2002, sec. 3, 1.
.El Paso Corp Schedule 14A (Filed March 18, 2002): 10 : ;I3 -19
a0l -20
SBC Communications Schedule 14A (Filed February 14, 1998): 23.

21- Bernard S. Black, «Bidder Overpayment in Takeovers» Stanford Law Review 41 (1998):

597.

22- Fred J. Weston, Juan A. Siu, and Brian A. Johnson, Takeovers, Restructurings, and

Corporate Governance, 3" ed. (Upper Saddler River, NJ: Prentice Hall, 2001), 200,221.

23- Sara B. Moeller, Frederik P. Schlingemann, and Rene M. Stulz, «Do Shareholders of



= ol —

Acquiring Firms Gain From Acquisitions?» Southern Methodist University, University of

Pittsburgh, and Ohio State University, 2003, 9.

24- David Henry, «Mergers: Why Most Big Deals Don’t Pay Off,» BusinessWeek, October

14, 2002, 60, 62.
25- Grinstein and Hribar, «CEO Compensation and Incentivesy.
Creladl (g0l 3L a1Ske @ 0l Shad CBLai¥l (41 3] climpgatl] (g5l dians 2l JLB-26
I Bt el 301 L By (S g syl il elliiine Huis o Lila e il iais
.((le).:u.” J}A
Sorkin, «Those Sweet Trips to the Merger Mall».
FaS 52 3500] Alaat Lagal
27- Sorkin, «Those Sweet Trips to the Merger Mall».
ol ) 20Se ellal (ygen 358 Jgs oael 5,8 e aladll s A -28
Paul Hodgson «Golden Hellos» The Corporate Library, 2002.

29- Gretchen Morgenson «Conseco Shares Slide on News of Rating Drop and Departure» New

York Times, January 5, 2002, C1.

30- Al Lewis, «Global Crossing’s Revolving Door Pure Platinumy, Denver Post, February 17,

2002, K - 01.

31- Patrick McGeehan, «Top Executives’ Lucrative Deals Tie the Hands That Pay Them», New

York Times, June 28, 2003, B1.

32- Jeremy Kahn, «Suddenly Some Perks Aren’t Worth the Pain», Fortune, November 11,

2002.



SN Uy f-T

33- Paul Hodgson «My Big Fat Corporate Loan» The Corporate Library, 2002, 5.

34- Liz Pulliam Weston, «Despite Recession, Perks for Top Executives Grow» Los Angeles

Times, February 1, 2002, Al.
35- IRS Notice 2002 - 8.

36- Dean Foust and Louis Lavelle, «CEO Pay: Nothing Succeeds like Failure» BusinessWeek,
September 11, 2000, 46.

37- McGeehan, «Top Executives’ Lucrative Dealsy

38- Paul Hodgson, «Golden Parachutes and Cushion Landings» The Corporate Library, 2003, 7.
39- Hodgson, «Golden Parachutes and Cushioned Landings» 7.

40- Paul Hodgson, «Paying CEOs to Stay at Home» The Corporate Library, 2003, 1.

41- Steven Balsam, An Introduction to Executive Compensation (San Diego, CA: Academic

Press, 2002), 86 - 87.

42- Balsam, An Introduction to Executive Compensation, 110.
T eguw Y1 Ol 2 Zdalat ! Hlea-11
O 335 le bl 3,8 (e Buwnie sl
Alfred Rappaport. «New Thinking on How to Link Executive Pay with Performance»
Harvard Business Review 77 (1999): 92.

1- Kevin J. Murphy, «Executive Compensation» in Handbook of Labor Economics, vol. 3, bk.
2, ed. Orley Ashenfelter and David Card (New York: Elsevier, 1999), 2490; and David
Yermack, «Do Corporations Award CEO Stock Options Effectively?» Journal of Financial

Economics 39 (1995): 238.

JE s e 30022
Clifford Holderness, Randall Kroszner, and Dennis Sheehan, «Were the Good Old

Days That Good? Evolution of Managerial Stock Ownership and Corporate Governance



= ool

since the Great Depression» Journal of Finance 54 (1999): 435 - 469; John J. McConnell
and Henri Servaes, «Additional Evidence on Equity Ownership and Corporate Value»
Journal of Financial Economics 27 (1990): 595 - 612; and Randall Morck, Andrei Shleifer,
and Robert Vishny, «Management Ownership and Market Valuation» Journal of Financial

Economics 20 (1988): 293 - 3 15.

3- Michel A. Habib and Alexander P. Ljungqvist, «Firm Value and Managerial Incentives: A Stochastic

Frontier Approach». Forthcoming. Journal of Business.

4- David Leonhardt, «Report on Executive Pay: Will Today’s Huge Rewards Devour Tomorrow’s
Earnings?» New York Times, April 2, 2000, sec. 3, 1.
il S @ gue¥l il slaiel e Ly s 035 atl 65231 B gl syl o))
3 06S5 Y W eyl da ez o A Ll elal s amlu sa a2 gy el cslagal]
i Gl ol 5 Al Ao Bul 5 o pgla] 0a) A e Lally 36 LSO jlan Jundl 385 coanio
BT b ¥! e 0 19829 1978 sle (o Lga ol il iimygatl] il @gea¥l s da tas.
Jsea¥l e Ligaumma ool 31 ¥l @ 0l g gyl colial) A Baaaitly ims Laga o 53 433 3L
s Jend g1 Jand !y 1) Lol Bmmal) a2 g Rallall e @2 gl 3 B 55251l
bl sl 3l ab el g Madl (b yus (3l ccaan | 53 03 yughailly el oy ylica ()l g <3S !
Richard A. DeFusco, Robert R. Johnson, and Thomas S. Zorn, «The Association
between Executive Stock Option Plan Changes and Managerial Decision Making» Financial

Management 20 (1991): 40.

Jsl a0 3 oIS @laslall (ye (San 5u® 58T gy s liall Toion g gie o) -5
123 ya
Bengt Holmstrom, «Moral Hazard and Observability» Bell Journal of Economics 10

(1979): 74 - 91.

Simon Patterson and Peter Smith, «<How to Make Top People’s Pay Reflect Performance»

Sunday Times (London), August 9, 1998, business section, 12.



SN Uy J.>-T

7- J. Angel and Douglas M. McCabe, «Market-Adjusted Options for Executive Compensation»

Global Business and Economics Review 4 (2002): 14.

N a8 g 5105 0 LgiSiar ¥ s pgall LA Ol ) i Jloi321 5318
A il 3 a1 g Jass 501 Sl
Lisa K. Meulbroek, «Executive Compensation Using Relative-Performance-Based
Options: Evaluating the Structure and Costs of Indexed Options» working paper, Harvard
Business School, 2001, 1 - 3.
Gl IS 523 Jras 5 dogy ylI alaziaa¥ yaew il 3 LA o g yulige sy gle]
Ceatd LBy . Jaodl o Byeadl ol 5810 AalS 3 20y 253 Y AS 1 Gl s o 521 Jastl ]
clloy ablall Al 3l ety lige

il -9

Alfred Rappaport, «New Thinking on How to Link Executive Pay with Performance»
Harvard Business Review 77(1999): 91-101; Mark A. Clawson and Thomas C. Klein,
«Indexed Stock Options: A Proposal for Compensation Commensurate with Performance»

Stanford Journal of Law, Business & Finance 3 (1997): 31 - 50.

a0 -10
A. Johnson and Yisong S. Tian, «The Value and Incentive Effects of Non-Traditional
Executive Stock Option Plans» Journal of Financial Economics 57 (2000): 25 - 26.
il Lgangaiy A pgall il sLiell (g 5uamtl 8Ll Yoo Juuolitll cye a3l
Shane A. Johnson and Yisong S. Tian, «Indexed Executive Stock Options» Journal of

Financial Economics 57 (2000): 35.

11- Kevin J. Murphy, «Explaining Executive Compensation: Managerial Power vs. the

Perceived Cost of Stock Optionsy», University of Chicago Law Review 69 (2002): 863.

Ol Ja il JLEL S e Lis L gdlis o B ygald 6y Alatioms oalSa ol in -12

Bl bl il o a3 Gt (e i o L (e LA il yai o ygo



= ool

syl
Bengt Holmstrom, «Moral Hazard in Teamsy, Bell Journal of Economics 13 (1982):

328 -330.
e plalia ¢y Zpazll Ll dulad Le le pasll 1 a2 < 5Y L, 2
g gl 3w 0 3 a0 245N ge Ly 3025 (e Ll el das o La o Aiias
358 Bl @gate o el llo 2 Aliamlly Camy LA Al
13- Brian J. Hall, «A Better Way to Pay CEOs?» in Executive Compensation and Shareholder

Value, ed. Jennifer Carpenter and David Yermack (Boston: Kluwer Academic Publishers,

1999), 43.
14- Shawn Tully, “Raising the Bar,” Fortune, June 8, 1998, 272.
15- 1ly, «Raising the Bar».

16- Joann S. Lublin, « Why the Get-Rich-Quick Days May be Over» Wall Street Journal, April

14,2003, R3.

17- Tully, «Raising the Bar».

BB g ¥ Ol slaie W e gua g allys -12

e 3355 Le OIS L ul dns 5 35lT L al g e Buwiie 35l
John M. Abowd and David S. Kaplan, «Executive Compensation: Six Questions That

Need Answering» Journal of Economic Perspectives 13 (1999): 157.

1- J. Murphy, «Executive Compensation» in Handbook of Labor Economics, vol. 3, bk. 2, ed.
Orley Ashenfeltet and David Card (New York: Elsevier, 1999), 21; and Brian J. Hall and
Jeffrey B. Liebman, «The Taxation of Executive Compensation» in Tax Policy and the

Economy, vol. 14, ed. James Poterba (Cambridge, MA: MIT Press, 2000), 11.

2- APB Opinion No. 25; Ronald L. Groves, Executive Compensation 214.04 at 498 (CCH Tax

Transactions Library, 1992).



SN Uy J.>-T

AN S als)l ol ailall sl ¥l alsl e g eall lalSe waias Lo Hluiey -3
2lS B 53 le 3515¥1 aloms 095K Lot i gagall e oS3 . ST nlal€ Lyl a3
Al o) s 4l s gl @ L alusinl 2282 B yully Gesll (s
sl 3 s g e (S S il pany A Zlisd clalSU @ ayass

NI

S oS 15 Lay Lasals 150 50 3geadl 2 nguadl o o e ol 30 flin « J_2dly -4
0393 qeamd U UL Grala 2 o 585 Ll al clS il cblus 2 g5 05 @ gua!
Sl el 3l 2 s o]
Hassan Espahbodi, Pouran Espahbodi, Zabihollah Rezaee, and Hassan Tehranian,
«Stock Price Reaction and Value Relevance of Recognition versus Disclosure: The Case of

Stock Based Compensation», Journal of Accounting and Economics 33 (2002): 343 - 373.

5- Jennifer Reingold «Commentary: An Option Plan Your CEO Hates», BusinessWeek,
February 28, 2000, 82; and James P. Miller, «Indexing Concept Aims at Fairness», Chicago

Tribune, May 4, 2003, Cl.

6- Frederic W. Cook & Co., «Update on Stock Option Accounting Debate», July
30, 2002. http://www.fwcook.com/alert_letters/702-30-UpdateSOAccting

Debate.pdf (accessed June 23, 2004).

:&,JjJ:SJ}'I e2sll HIasl -7
http://www.tiaa-cref.org/pubs/html/admin_resource/article2.html (accessed May 30,

2004).

8- Andrew Hill, «Emotions Run High in Fight over US Stock Option Costs». Financial Times,

January 31, 2003, 20.

9- Georgeson Shareholder, «2003 Annual Corporate Governance Review», 2003, 7. http://

www.georgesonshareholder.com/pdf/200320%a.wrapup.pdf (accessed June 23, 2004).



= ol —

00 -10
Financial Accounting Standards Board, «Exposure Draft: Proposed Statement
of Financial Accounting Standards», March 31, 2004, http:// www. fasb.orgr/ draft/

ed_share-based payment.pdf (accessed May 23, 2004).

11- Financial Accounting Standards Board, «Statement of Financial Accounting Standardsy,

no. 123 (October 1995), 23 - 25.

12- Graef S. Crystal, In Search of Excess: The Overcompensation of American Executives

(New York: W. W. Norton, 1991), 234.

13- Financial Accounting Standards Board, «Statement of Financial Accounting Standards»,

no. 123 (October 1995), 14.

14- Linda Barns, «The Overcompensation Problem: A Collective Approach to Controlling

Executive Pay», Indiana Law Journal 68 (1992): 73.

15- Justin Fox, «The Only Option (for Stock Options, That Is): Pretending They Are Free
Didn’t Work. Expensing Them May Be the Silver Bullet We’re Looking For», Fortune,

August 12,2002, 110.

LgomiaS ol 5Ll (e %6.9 ()l 0031 5 & jule Sy 38 5 Lyl aal 53 32516
O adell 7iad %68.6 Loyl ade A jalis] g craladl (p el miad Lgualsgl culS At
il L oW Canll (e oy Yl

Pearl Meyer & Partners, «Equity Stake: Study of Management Equity Participation in

the Top 200 Corporations», 2001, 14.

17- Patricia M. Dechow, Amy P. Hutton, and Richard G. Sloan, «Economic Consequences of
Accounting for Stock-Based Compensationy», Journal of Accounting Research 34 (1996):

1 -20.

18- Surya N. Janakiraman, Richard A. Lambert, and David F. Larcker, «An Empirical



SN Uy f-T

Investigation of the Relative Performance Evaluation Hypothesis», Journal of Accounting

Research 30 (1992): 66.
19- 17 CFR § 229.402 (2001).
20- Janakiraman, Lambert, and Larcker, «An Empirical Investigation», 66 - 67.

21- A. Dye, «Relative Performance Evaluation and Project Selection», Journal of Accounting

Research 30 (1992): 28.

il 22
Rajesh K. Aggarwal and Andrew A. Samwick, «Executive Compensation, Strategic

Competition, and Relative Performance Evaluation: Theory and Evidence». Journal of

Finance 54 (1999): 2000.
23- Murphy, «Executive Compensation», 2538, table 9.

24- Saul Levmore, «Puzzling Stock Options and Compensation Normsy», University of
Pennsylvania Law Review 149 (2001): 19221930 ,1923-. Options with performance-

conditioned vesting could have similar effects.

25- Charles P. Himmelberg and R. Glenn Hubbard, «Incentive Pay and the Market for CEOs: An
Analysis of Pay -for- Performance Sensitivity», working paper, Columbia University and the

National Bureau of Economics Research, 2000, 1 -3.

Ll il
Paul Oyer, «Why Do Firms Use Incentives That Have No Incentive Effects?»
Forthcoming. Journal of Finance.

26- Himmelberg and Hubbard, «Incentive Pay and the Market for CEOs». 1- 3.

27- C. Edward Fee and Charles J. Hadlock, «Raids, Rewards, and Reputations in the Market for

CEO Talent», Review of Financial Studies 16 (2003): 1347.



— ol —

28- Kevin J. Murphy, «Explaining Executive Compensation: Managerial Power versus the

Perceived Cost of Stock Optionsy», University of Chicago Law Review 69 (2002): 863.

29- John E. Core, Wayne Guay, and David F. Larcker. «Executive Equity Compensation and
Incentives: A Survey», Economic Policy Review 9 (2003): 12 -13; Gerald Garvey and Todd
Milbourn, «Incentive Compensation When Executives Can Hedge the Market: Evidence
of Relative Performance Evaluation in the Cross Section», Journal of Finance 58 (2003):
1557 - 1581; and Li Jin, «CEO Compensation, Diversification, and Incentivesy», Journal of

Financial Economics 66 (2002): 29 - 63.

30- David M. Schizer, «Tax Constraints on Indexed Options», University of Pennsylvania Law

Review 149 (2001): 1942 - 1943,
Al A paad) Alalal) 2 Ll 09 50 13 @guinns (ol Lan¥ (LA (o criipns LaS
Sl IS ol A 7 L e | Ludan) e gl olils Lg lass ol
O eell Lanall e La dalad e Blami ¥l Al g ydie @gesd!
31-26 USC § 162m (1994).

32- Schizer, «Tax Constraints on Indexed Optionsy, 1942 - 1943.
PPN PNFEEE SRS {JEN B FEN P PYUYERS PUDS- W= N0 UV VS-S
s 0l 4 ol ¥ Jlaia) i S a1 o puiall (gilall ¢y a (m)162 3 3411 J 12
ggogll tan LlE . (ogastl 1aa 2 Alundi Ay yis Aol LagSadl (1 LAl juiall aals
)l
David M. Schizer, «Reducing the Tax Costs of Indexed Options», Tax Notes 96 (2002):

1375.
A4S Fgd> o dailal Ol gail 12 285Lall Hled Jg> s 3b1.13

e 8393 Ly gy ()ly e Aafiae 3)lue

Shawn Tully, «Raising the Bar», Fortune, June 8, 1998: 272.



SN Uy J.>-T

il -]

Kevin J. Murphy, «Performance Standards in Incentive Contracts» Journal of
Accounting and Economics 30 (2001): 273; and Richard A. DeFusco, Robert R. Johnson,
and Thomas S. Zorn, «The Effect of Executive Stock Option Plans on Stockholders and

Bondholdersy, Journal of Finance 45 (1990): 617.

JEL S e a2
Tom Nohel and Steven Todd, «Stock Options and Managerial Incentives to Investy,

Journal of Derivatives Accounting 1 (2004): 29 - 46.
3- Nohel and Todd, «Stock Options and Managerial Incentives to Invest».

4- Chongwoo Choe, «Leverage, Volatility, and Executive Stock Optionsy, Journal of Corporate

Finance 9 (2003): 593.

il -5
Kevin J. Murphy, «Executive Compensation», in Handbook of Labor Economics, vol.

3, bk. 2, ed. Orley Ashenfelter and David Card (New York: Elsevier, 1999), 70, table 5.

6- Brian J. Hall and Kevin J. Murphy, «Stock Options for Undiversified Executives», Journal
of Accounting and Economics 33 (2002): 23.
gue ¥ 5L (ya gl das JSa! Lam slatel ol Ll 1, 31 009 3T slal &1, 5
JBL S e il g0 Jlas le Zagleakl Tose o 3a Y
Yisong S. Tian, «Optimal Contracting, Incentive Effects, and the Valuation of Executive
Stock Options», working paper, York University, 2001, 40.
2 2y 38 0e Ly ol SLall Ll g9l A lomal 3 s Ly 0 20509 3 Sl
JSatauste il i s e slaie ¥l ety ey Ll alusind ¥l jeudl Gloin¥ s
(Bgead! 23S 580 jans 20209 gl By Wlgeg ol 9,59 ¢ pually oLl Aeaill il
el 395 523 gy ol Y1 Al @l M (6350 201 i) 5 o) 318 Ll (e
iyl gy oty Jloma 2 agall e gy bl (sl Cadal sl



— ol —

Brian J. Hall and Kevin J. Murphy, «Optimal Exercise Prices for Executive Stock
Options», American Economic Association Proceedings 90 (2000): 213; and Hall and
Murphy, «Stock Options for Undiversified Executivesy, 3 - 42.

Leguoniiy L gl Shuags ull Baaondl yu v LgiSia ¥ o2 Auldatll Lagiaal s ol j2
Cro i G gl a AL LA £55 (o o B giall Ll (e %94 () g ¥
aiSas Lagiblun Jand Lgaganal 6y G301 Lol astie | 0l Anaill Uy ol Lo sl )
S BISLaetl 2l Y LSl sl Al 2ndl g1l A nailf il gy @ omeas = o
s liagl SIS g8 o Ll gLty 0] gl el Ll LgSluad Al & pudont
Ay juasetll Y Jalad Sal o1 g ccmalall  paal! o3l oo Jadlly @ameas Lals sl Sl
~Rigne dog pi 2 Lgudany alamia¥) land e L 708 LegilS Lma )15 « ¥l 5L
! aas ($9leas Lgalana (ST (3 puals L) L e gy eguadl ya (o oo le]
(le @bls) mill ag
7- Gretchen Morgenson, «After .B.M.’s Option Overhaul», New York Times, February 29,

2004, sec. 3, 1.
8- Morgenson, «After [.B.M.’s Option Overhauly, sec. 3, 1.

9- Paul L. Gilles, «Alternatives for Stock Optionsy», HR Magazine, January 1999, 40 - 48.

50 -10

BrianJ. Hall, «A Better Way to Pay CEOs?» in Executive Compensation and Shareholder
Value, ed. Jennifer Carpenter and David Yermack (Boston: Kluwer Academic Publishers,
1999): 43; Nohel and Todd, «Stock Options and Managerial Incentives to Invest»; Shane
A. Johnson and Yisong S. Tian, «The Value and Incentive Effects of Non-Traditional
Executive Stock Option Plans», Journal of Financial Economics 57 (2000): 334-; and chard
A. Lambert, David F. Larcker, and Robert E. Verrecchia, «Portfolio Considerations in

Valuing Executive Compensation», Journal of Accounting Research 29 (1991): 129 -149.

:).I'a_';l-ll



SN Uy f-T

Michel A. Habib and Alexander P. Ljungqvist, «Firm Value and Managerial Incentives:
A Stochastic Frontier Approach», working paper, London School of Business and Stern

School of Business, New York University, 2003.

12- Hall, «A Better Way to Pay CEOs», 43.

2 g yaa JEL 10 -13
Steven Balsam in An Introduction to Executive Compensation (San Diego, CA:

Academic Press, 2002), 151.

14- Joe Cheung, «Valuation of ‘Razorback’ Executive Stock Options: A Simulation Approachy,

working paper, The University of Auckland, 2002.
15- Internal Revenue Code, Section 162(m).

16- Deborah Solomon, «SEC Probes Options Grants Made as Company News Boosts Stock»,

Wall Street Journal, March 30, 2004, 1.

17- David Aboody and Ron Kasznik, «CEO Stock Option Awards and the Timing of Corporate
Voluntary Disclosuresy», Journal of Accounting and Economics 29 (2000): 73-100; Steven
Balsam, Huajing Chen, and Srinivasan Sankaragurus-wamy, «Earnings Management Prior
to Stock Option Grants», working paper, Temple University Department of Accounting,
2003; and David Yermack, «Good Timing: CEO Stock Option Awards and Company News

Announcements» Journal of Finance 52 (1997): 449 - 477.

Jed olea¥ 2 5305 clolazml sga g Iy 631 S5V e A il 038 @ a3 -18
BN NENEI PEN [ 7

Keith Chauvin and Cathy Shenoy, «Stock Price Decreases Prior to Executive Stock

Option Grantsy, Journal of Corporate Finance: Contracting, Governance, and Organization

7(2001): 53 - 76.

19- Balsam, Chen, and Sankaraguruswamy, «Earnings Management Prior to Stock Option

Grantsy.



= ool

20- Menachem Brenner, Rangarajan K. Sundaram, and David Yermack, «Altering the Terms of

Executive Stock Optionsy», Journal of Financial Economics 57 (2000): 110.
Lgiles Sl 1S 2 (e %3 3l ((IRRC) paifiaad| Al sfeney Aalail| uloms¥1 38,1 Lang
.1998 ‘al.d\ 2 Ao giall Lghla juawisslel cwlda€ 5 1189 Lasae dldlga ol
g
Kathy B. Ruxton, Executive Pay, 1998: Chief Executive Officer Compensation at S&P
Super 1,500 Companies as Reported in 1998 (Investor Responsibility Research Center,

1999), 2.

21- Brenner, Sundaram, and Yermack, «Altering the Terms of Executive Stock Optionsy,

112.

22- Thomas A. Ratcliffe, «New Guidance in Accounting for Stock-Based Compensation: FASBIN

No. 44», National Public Accountant 46 (200 1): 28.

23- Brian J. Hall and Thomas Knox, «Managing Option Fragility», working paper no. 02 - 19,

Harvard Business School, Negotiations, Organizations and Markets Unit, 2002, 3.

kil 24

Justin Fox, «Amazing Stock Option Sleight of Hand», Fortune, June 25, 2001, 86.

25-Viral V. Acharya, Kose John, and Rangarajan K. Sundaram, «On the Optimality of Resetting

Executive Stock Optionsy, Journal of Financial Economics 57 (2000): 67.

26- Li Jin and Lisa Meulbroek, «Do Underwater Executive Stock Options Still Align Incentives? The

Effect of Stock Price Movements on Managerial Incentive-Alignment», working paper, Harvard

Business School, 2001, 39 - 40.

eyl =27
Mary Ellen Carter and Luann J. Lynch, «The Effect of Stock Option Repricing on
Employee Turnover», working paper, The Wharton School, University of Pennsylvania,

and University of Virginia Darden Graduate School of Business, 2003, 4.



SN Uy J.>-T

28-P. Jane Saly, «Repricing Executive Stock Options in a Down Market», Journal of Accounting

and Economics 16 (1994): 326.

29- A. Martinez, «Moving the Goal Posts: Options Re-pricing Gives Companies a Powerful
Tool to Retain Workers; Critics See It as Rewarding Failure», Wall Street Journal, April 9,
1998, R4; J. A. Byrne, «How to Reward Failure: Reprice Stock Options», BusinessWeek,
October 12, 1998, 50; and James E. Heard, «Executive Compensation: Perspective of the
Institutional Investor,” University of Cincinnati Law Review 63 (1995): 749.

Lol 483l 018 lS ) 28 5o iliolin s Leitian) liusshin uloma daing
g Alex 338150 0393 Lgllaginnl o L yunes 3lely o ¥ 23, Ll 0 Lo
FEPIC [P WU
http://www.cii.org/decwascii/web.nsf/doc/policies_iv.cm (accessed March 17, 2004).
wnaail] 3le] Lggs iy Il LI (e %20 53 2 45T I cilaal sl S| cauals 30
el 33l 5552 @gudl aus (ya lel B 43T alumlY ;e it o
Il
Brenner, Sundaram, and Yermack, «Altering the Terms of Executive Stock Options»,

112.

003 1 ety Crmageal | dae oye Lo Lay 1351591 Gulloma (o pell Gy ae <31
22 ¥ Hlaud e muﬁ‘,\_\_ﬁu\,mi shael et sslel o ulSa
bl ) sole

Donald M. Chance, Raman Kumar, and Rebecca B. Todd, «The ‘Re-pricing’ of

Executive Stock Optionsy, Journal of Financial Economics 57 (2000): 148.

32- Brenner, Sundararn, and Yermack, «Altering the Terms of Executive Stock Options»,

121.

33- Chance, Kumar, and Todd, «The ‘Re-pricing’ of Executive Stock Options», 131; and Mary
Ellen Carter and Luann J. Lynch, «An Examination of Executive Stock Option Re-pricing»,

Journal of Financial Economics 61(2001): 209.



= ol —

34- Sandra Renfro Callaghan, P. Jane Saly, and Chandra Subramaniam, «The Timing of Option
Re-pricing», working paper, Texas Christian University, University of St. Thomas, and

University of Texas at Arlington, 2003.

eyl -35
Timothy G. Pollock, Harold M. Fischer, and James B. Wade, «The Role of Power and
Politics in Repricing Executive Options», Academy of Management Journal 45 (2002):

1178.

B e el Ll Gy 53l Blent JISaT 500 clilin Las¥ 71 it LS 36

Loge cltng ymidl 33leYablba plol il il 53lel dalas (o a3

alaziol e Sle Aamial) o5l gt Lgas compns 301 3S5Lall el (e
.Q‘le

37- Thomas Hemmer, Steve Matsunaga, and Terry Sherlin, «Optimal Exercise and the Cost
of Granting Employee Stock Options with a Reload Provision», Journal of Accounting

Research 36 (1998): 234.

38

P. Jane Saly, Ravi Jagannathan, and Steven J. Huddart, «Valuing the Reload Feature of

Executive Stock Options», Accounting Horizons 12 (1999): 220.

¥ SIS A (0 38,55 21 101999 ale JLi s s Jgg Al 535332 ol -39
albls Huai el s g Lghla =disalels P g—“-” wlyudl2 3 Jgaall
Aulac oy (e Aammieal| (51 puiadl gt L e aomy Gl @l (g Glaggail] Aol
sl el L ‘a\_x'::wl

Christopher Gay, «Hard to Lose: ‘Reload’ Options Promote Stock Ownership among

Executives; But Critics Say They’re a Lot More Costly than Shareholders Realize», Wall

Street Journal, April 8, 1999, R6.

1,800 -40

.Saly, Jagannathan, and Huddart, «Valuing the Reload Feature», 220



SN Uy J.>-T

gl i ale] Aleal ot JSAN ¢y e Sy il )il gy o b sue
i sl S e Tagan Tl saums alS il pans e gine a0 callal alasiul
S iy LA alasial g die JILE 6 @ IS O yan sl slasl (e T
gl 6o U1 ALY LA JlaT ey Le 1l Byl LA Jlat sues 6,5
.«Gay, «Hard to Lose : x|
3lay Gl L Lot ) sl Sl A alin) e petl) gt cnsglea1 IS

41- Heard, «Executive Compensation», 749. 759

il -42
Gay, «Hard to Lose»; and Jennifer Reingold, «Nice Option if You Can Get It»,

BusinessWeek, May 4, 1998, 111.

e g ¥ @lS il eildace el Ll jus cald sLaiz¥l ol yi cile gema o] 43
i) el Ol Al cealsng 1995 ale 111993 ale (e S&P A3Y L A 5ull B
il (50 %30 sy (pladions 15318 0318 55 @l (o L3 o L (150
ORI Gl OIS o 2 gl alaseil ol o (e Lgule Gslimoey il Al
ALYl @ gumins Jama O 08158 @l (o L3 0 S lmms (9 <ty
g

Eli Ofek and David Yermack, «Taking Stock: Equity-Based Compensation and

Evolution of Managerial Ownership», Journal of Finance 55 (2000): 1377 - 1378.

I S le b0 -44
Joann S. Lublin, «With Options Tainted, Companies Award Restricted Stock» Wall

Street Journal, March 3, 2003, B1.

45- Lublin, «With Options Tainted».

Al yaw e 220 6 a2 1) 50l @gud BSLe (6355 0l T Jaimtl (e -46

(Bgeall 2 Ao gine Logu Limal (158t 0120 @ gua¥l e atlat Todls . jainll gl



= ool

Oslemomy Gl 5Ly @ gua¥l (e Lgalans 2 33980 0385 Lo sole ol 3953 Lo
(ra 8 ysS B ol clliey Loty L glons Ul 35 201 (o T ol mgas Lgule
Ay pllo 2 5o Las ,ST Unblons ()5S0 Y Jaes 4B il Ly 31 3 01 @ g
Jr 100 S 51 o2 @l (le @giSle et ¥ ! (3 Y1 3S 581 gl A Len
e ST alasmianl slenl Lgt Gl LA IS Ly Baud) 2 63T S 55 @ gl @i
aleis Lo 38T Gaall 2 @guadl yans 0 olails Jam SI LgSlay (5201 il o5 yauall
Uitwe Lyl byl a1 303Y 55 ST dans (@l ) Lesla 3ugatl gl A Sk

47- Brian J. Hall and Kevin J. Murphy, «The Trouble with Stock Options», Journal of Economics

Perspectives 17 (2003): 60.

e 3 le it wains 5 slagl GLI e Buwiie 35l

Eli Ofek and David Yermack, «Taking Stock: Equity-Based Compensation and the

Evolution of Managerial Ownership», Journal of Finance 55 (1997): 1367 - 1384.
%d._ua.nﬂ‘ e A s dng yaa 5)5.&.” 0ia 2 dausll TAMJ‘ -1
Oren Bar - Gill and Lucian Bebchuk, «The Costs of Permitting Managers to Sell

Shares», working paper, Harvard Law School, 2003.

2- David M. Schizer, «Executives and Hedging: The Fragile Legal Foundation of Incentive

Compatibility», Columbia Law Review 100 (2000): 468 - 472.

3- Jennifer N. Carpenter, «The Exercise and Valuation of Executive Stock Options», Journal of

Financial Economics 48 (1998): 139.

4- Paul L. Gilles, «Alternatives for Stock Options», HR Magazine, January 1999, 40 - 48;
Steven Huddart, «kEmployee Stock Options», Journal of Accounting and Economics 18

(1994): 207231-; and Ofek and Yermack, «Taking Stock», 1376 - 1377.



—_ ;.\JT O).: J>T —_—

5- Ellen E. Schultz and Theo Francis, «Fair Shares? Why Company Stock Is a Burden for Many
and Less So for a Few», Wall Street Journal, November 27, 2001, Al; Greg Ip, «Collars
Give Insiders Way to Cut Risk», Wall Street Journal, September 17, 1997, Cl, C3; Stuart
Weinberg, «Insiders Hedge with Zero-Cost Collarsy», Wall Street Journal, August 7, 2002,
BS5; and Randall Smith and Jesse Eisinger, «The Insiders’ Magic Way to Sell», Wall Street

Journal, March 19, 2004, CI.

6- J. Carr Bettis, John M. Bizjak, and Michael L. Lemmon, «Managerial Ownership, Incentive
Contracting, and the Use of Zero-Cost Collars and Equity Swaps by Corporate Insidersy,

Journal of Financial and Quantitative Analysis 36 (2001): 345 - 370.

Lole Thpue 375 cynasd 3530 clads « pulags J1ails 5 olod o)l iian Lgy a3 Al ys i€ -7
okl 2y e 1G5 b o gall ells (e L 0l e el il S Lgnan ot
il Lgalamial 7505 Jd 4 Aenall @gud! bls crasi2 aldl

Stewart J. Schwab and Randall S. Thomas, « What Do CEOs Bargain For? An Empirical
Study of Key Legal Components of CEO Contractsy», working paper, Cornell Law School and
Vanderbilt Law School, 2004, 5.

8- Schwab and Thomas, «What Do CEOs Bargain For?» 13.
9- Schizer, «Executives and Hedgingy, 442 - 443.
10- Ofek and Yermack, «Taking Stock», 1376.

11- John E. Core and David F. Larcker, «Performance Consequences of Mandatory Increases in

Executive Stock Ownership», Journal of Financial Economics 64 (2002): 322.
12- American Express Schedule 14A (filed on March 16, 2001): 25.
13- American Express Schedule 14A filings from 1993 to 2000.

14- American Express Schedule 14A (filed on March 10, 2000), 27, as reported in Steven
Balsam, An Introduction to Executive Compensation (San Diego, CA: Academic Press,

2002), 211.



= ool

il -15
Joann S. Lublin, «Why the Get-Rich-Quick Days May Be Over», Wall Street Journal,

April 14,2003, R3.
.«Lublin, «Why the Get-Rich-Quick Days May be Over : 4l -16

kil Al oogd Alels 223 lie e MU -17
Jesse M. Fried, «Reducing the Profitability of Corporate Insider Trading through

Pretrading Disclosure», Southern California Law Review 71 (1998): 334 - 348 , 364.

18- Fried, «Reducing the profitability of Corporate Insider Trading», 322 - 323; and H. Nejat

Seyhun, Investment Intelligence from Insider Trading (Cambridge, MA: MIT Press,
1998).
e A3l LY eliae B LT e digiomy Le sl (g pp ) glations w328
575 e calall agead ] (o @18 5 gl £l I Ggaany G sl il Balel cilidn
il padie yamg phlie pud
Jesse M. Fried, “Insider Signaling and Insider Trading with Repurchase Tender
Offers», University of Chicago Law Review 67 (2000): 421 - 477; and Jesse M. Fried,
“Open Market Repurchases Signaling or Managerial Opportunism” Theoretical Inquiries

in Law 2 (2001): 865 - 894.

A0 -19

Jesse M. Fried, «Insider Abstention», Yale Law Journal 113 (2003): 486 - 491.

.C.F.R. Section 240.10b5 - 1 17 : J1xil -20

JE S Lo I 221
Steven E. Bochner and Leslie A. Hakala, «Implementing Rule 10b5-1 Stock Trading

Plansy, Insights 15 (2001): 2.

il aladl SLEY! Ay Buisd e ¢ oS 22
Fried, «Reducing the Profitability of Corporate Insider Trading», 303 - 392.



SN Uy J.>-T

e Bl Fegual | @l 521 2 Cenlit!] Glmol (S5 esliiilatdl (e G Caaitl 2
Las ygleny U IS il @guly

23- Randall Smith and Danielle Sessa, «Ameritrade Says Insiders’ Sales Must Now Be

Announced First», Wall Street Journal, March 17, 1999, C3.
24- Fried, «Reducing the Profitability of Corporate Insider Tradingy, 345.

25-J. Carr Bettis, Jeffrey L. Coles, and Michael L. Lemmon, «Corporate Policies Restricting

Trading by Insiders», Journal of Financial Economics 57 (2000): 192.

26- Kumar Sivakumar and Gregory Waymire, «Insider Trading Following Material News
Events: Evidence from Earnings», Financial Management 23 (1994): 23 - 32.
LYl e LS (ot e e 35305 5l 5Lai¥ Bl i sl ) Jalgall 2Ly
sl s gl elaglat s

Fried, «Reducing the Profitability of Corporate Insider Tradingy», 346.

Lol g ¥ Al sl s 5Sule 38 55 (g paete o o o JIALT s Lo 582527
e all B 5950 s T alil Bewd Lle wiei 33 g 3ue LT Y1 Lgaguly 5Ll
T2 0¥ a8 (g e 2.4 died Lo g 1] ciae a3 Alimdll 215 ¥I (3L el e
3oladl ol sl il BLall (e eVl iy o I3 6l sabe /LT sl = oyl /0L
> AL 60 Dalant Juraas dogugl) N gl paeas g3 G2l calall pn LT 50
Bridget O’Brian, «Insider Selling of a Stock Headed South May Mean Others Should

Also Bail Out», Wall Street Journal, July 17, 1996, C14.
28- Andrew Hill, «Inside Tracky, Financial Times (London), August 2, 2002, 10.

29- Henny Sender and Rebecca Blumenstein, “Questing the Books: Global Crossing Creditors

Review Sales, Swaps,” Wall Street Journal, February 25, 2002, A6.

30- Mark Gimein, «You Bought, They Sold», Fortune, September 2, 2002, 64 - 65.



= ol —

31- William S. Lerach, «Plundering America: How American Investors Got Taken for Trillions

by Corporate Insidersy», Stanford Journal of Law, Business and Finance 8 (2002): 103.

32- Jennifer N. Carpenter and Barbara Remmers, «Executive Stock Option Exercises and Inside

Information», Journal of Business 74 (2001): 513 - 534.

ydahl =33
Bin Ke, Steven Huddart, and Kathy Petroni, «What Insiders Know about Future
Earnings and How They Use It: Evidence from Insider Trades», Journal of Accounting and

Economics 35 (2003): 315 - 346.

il -34
Messod Beneish, Eric Press, and Mark E. Vargus, «The Relation between Incentives to Avoid

Debt - Covenant Default and Insider Trading», working paper, Indiana University, 2001.

35- David Leonhardt, «It’s Called a ‘Loan,” But It’s Far Sweeter», New York Times, February
3, 2002, sec. 3, 11; and David Leonhardt, «Executives Beyond Enron Took Months to

Report Salesy», New York Times, February 11, 2002, CI.

36- Shijun Cheng, Venky Nagar, and Madhav V. Rajan, «Do Delayed Insider Disclosures
Convey Information about Future Earnings?» working paper, University of Michigan

Business School, 2002.

37- Alex Berenson, «2 Tyco Officials Sold Stock by Returning It to Company» New York

Times, January 30, 2002, CI.
38- Sarbanes-Oxley Act, sec. 403(a).

39- SEC Release No. 338230- (May 7, 2003).

LYl (e 35 5W1 Galoms s Line Ty crealo gl piay L 5l sl (3533 (0 (2)306 33LL1 -40
3S 2 alosl Lad oy ¥ Il e il Bgaiall s Loe sue Ll Lingl € 01 wgualy
Jeiis 1) Batizel) s Lenad el Ll oo gaelal Ggaiall 2 qgius)l Joaiy



N 093 J.>-T

Lattas 305 Y suelanl Byaiall slae sue o)yl - (1S 5! gud dleis Legp 33l e
LWl lidun wie oy 3 Y1 Crali gl im0 potell s 1 Al laglall yag%
Lol e lal el o Lo B yall (11 ya Lgun y0 @ La 3ale sl el ¢ Joo 3 el
Byaall A5 s salel e el 35 o1 Leial @l Gle sagas el )l
(gl Aaas e creailatl o e o) e il gali s e @uall U3 e Loyl 3] @i sl
3 il @guly sVl Hlas Gl el aiiey o 3ALY e asgall i e olo clIn
Al e apl] 3508 (e sungs Gl Cosw gae il Gyuiuall sLee 3ue s L 51

AL s cilaglas (e dule gais Lo 1 Tl & jael) SLaa¥l cilide

il 3aLad) salgadl Gl Lmgia z33e0 e gL 41
Bar-Gill and Bebchuk, «The Costs of Permitting Managers to Sell Shares».

42- Daniel Bergstresser and Thomns Philippon, «CEO Incentives and Earnings Management:

Evidence from the 1990s», working paper, Harvard Business School and Massachusetts
Institute of Technology, 2003; Messod D. Beneish, «Incentives and Penalties Related to
Earnings Overstatements That Violate GAAP», Accounting Review 74 (1999): 425 - 457; and
Bin Ke, «The Influence of Equity-Based Compensation on CEOs’ Incentives to Report Strings

of Consecutive Earnings Increases», working paper, Pennsylvania State University, 2003.

43- Beneish, «Incentives and Penalties», 425 - 457.

Aprlme bl s ciagd U IS a0 20 il LS Ol e 53] Bl ys coais
o ciionl 0B AU 31Ny 315oN1 B Sia (il e Buiiati cilel oY Toua Ga ¥ Lgiten
SIS 3l 2 @ gl plad gl die giig el Junas sl e il 3l LT @ gilols
SUSIPIRY]
Simi Kedia and Natasha Burns, «Do Executive Stock Options Generate Incentives for
Earnings Management? Evidence from Accounting Restatementsy, working paper, Harvard

Business School, 2003.

44- Scott L. Summers and John T. Sweeney, «Fraudulently Misstated Financial Statements and

Insider Trading: An Empirical Analysis», Accounting Review 73 (1998): 131 - 146.



= ool

45- Shane A. Johnson, Harley E. Ryan, and Yisong S. Tian, «Executive Compensation and
Corporate Fraud», working paper, Louisiana State University and York University, 2003.

46- Merle Erickson, Michelle Hanlon, and Edward Maydew, «How Much Will Firms Pay for
Earnings That Do Not Exist? Evidence of Taxes Paid on Allegedly Fraudulent Earningsy,

Accounting Review.

47- See Section 304 of the Sarbanes-Oxley Act of 2002.

Q:i)_-jn-\l‘ C’LA_.!}:J )’.3#-15

0y 8355 La 1 ogenalion aliis (AU 3lou¥y 3155Y1 Bia Gy (e Aeaiiia 35k
SEC Chairman William Donaldson, quoted in Lori Calabro, «Above Board», CFO
Magazine (October 2003),

http://www.cfo.com/article/1,5309,108017%C07 %CM%7C7067 %C,00.html

(accessed June 23, 2004).

1- Jesse M. Fried, «Reducing the Profitability of Corporate Insider Trading through Pretrading

Disclosure», Southern California Law Review 71 (1998): 303 - 392.
2- Reg. S-K, Item 402 (17 CFR 229 - 402).
NYSE Corp. Gov. Rules Sec. 303A.05 : J1x -3
JE e Gle yIn30 -4

TIAA-CREF, “Policy Statement on Corporate Governance», http://www.tiaa-cref.org/

pubs/html/governance policy (accessed March 16, 2004).

5- NASD Rule 4350; NYSE Listed Company Manual Rule 303A; SEC Release No. 34 - 48108

(June 3, 2003).

JEL S e I3 -6
Andrew Countryman, «Investors Get Say on Equity Pay; SEC Mandates Stockholder
Vote», Chicago Tribune, July 1, 2003, C3; and Amy Strahan Butler, «S.E.C. Passes Rule

Changes for Options», New York Times, July 1, 2003, C3.

il -7



—_ ;.\JT O).: J>T —_—

Wachtell, Lipton, Rosen, and Katz, «Stock Plan Design for the Upcoming Proxy
Seasony, January 21, 2004.

ol B (g peliical | a0 -8

Council of Institutional Investors, «Council Policies - Director and Management

Compensationy», http://www.cii.org/dcwascii/web.nsf/doc/policies_iv.cm (accessed June
23,2004).
OIS ,ad 1 AeS g pglas -16
0u9 )k pullol (ye 3393 e cntl aliby sLatiull e Luwiie 35l
Chancellor William Allen, writing in Blasius v. Atlas, 564 A.2d 651, 659 (Del. Ch. 1988).
el -1
Lucian A. Bebchuk, «The Case for Shareholder Access to the Ballot», Business Lawyer
59 (2003): 43 - 66, reprinted in Lucian A, Bebchuk, ed., Sharecholder Access to the Corporate
Ballot (Cambridge, MA: Harvard University Press, 2004); and Lucian A. Bebchuk, The
Case for Allocating More Power to Shareholders, Harvard Law Review (forthcoming).
93l (nlsa e dalasl Hlail il (e agall i oalela i) e g LU -2
il Grrageadly el oo Ll asal
Martin Lipton and Steven A. Rosenblum, «Election Contests in the Company’s Proxy:
An Idea Whose Time Has Not Come», Business Lawyer 59 (2003): 6794-, reprinted in
Bebchuk, Shareholder Access to the Corporate Ballot; and John J. Castellani and Amy L.
Goodman, «The Case against the SEC Director Election Proposal», in Bebchuk, Shareholder
Access to the Corporate Ballot.
3- Charles M. Elson, «The Duty of Care, Compensation, and Stock Ownership»,University of
Cincinnati Law Review 63 (1994): 690 - 692.
4- Unocal Corp. v. Mesa Petroleum Co., 493 A. 2d 946, 949 (Del. 1985); quoting Aronson V.
Lewis, 473 A. 2d 805, 811 (Del. 1984).

5- Bebchuk, «The Case for Shareholder Access to the Ballot», Business Lawyer 59 (2003): 43 - 66.



= ol —

30 Jnay gl 115891 Gasliao (313 e 215 (ygaguad] s el el giad] s 3ae e LB1-6
Sl e slads (S5 @ ALl lse sl ol Adle ol ue o lgll alall 2 1y a5 5
ot i UL ol e gond e S 01 oy ot B 350331l 1l &S lons
e pulmtl elinel HLasls Juatd Ss @ @Yl 6l o g3 - @guodl Alas - lins
OIS 138 . ll3 I Loy 38 11 Blis Joasd g »S (5,3 Lilinzs Laily  33LLY!
2 bl clinel Glail 3 atet) 3y Lt cilel yondl e Lo 535 dendd suall el tlia
4] Ay alom ) Sl @¥gloma (e Lgadly Lag Al guadl e Mt (209 e Bl
3alel ol i I 3 el Il c¥glontl Bla 2 ol (Al gaall o) 201 25ain ALy a ol
sl AU e lae ae AUSa
7- Letter from Henry A. McKinnell, Ph.D., chairman and CEO, Pfizer Inc., and chairman, The
Business Roundtable, to Jonathan G. Katz, secretary, SEC (December 22, 2003), http:/
www.sec.gov/rules/proposed/s71903/s71903 - 381.pdf (accessed March 16, 2004).
o) @l cdas Ao Gy 33592 L g jo @S UL L@lln.fa:'gl” PR N I
il g LA dy sl Gy dlg9 3 el | JLlee ¥ Wolls
Castellani and Goodman, «The Case against the SEC Director Election Proposal.

8- Lucian Bebchuk and Marcel Kahan, «A Framework for Analyzing Legal Policy towards Proxy
Contestsy», California Law Review 78 (1990): 10711136-.

9- Letter from Lucian A. Bebchuk to Jonathan G. Katz, secretary, SEC (December 22, 2003),
http:// www.sec.gov/rules/Proposed/s 71903/labebchuk 122203.htm (accessed March 16,
2004).

il -10

Lucian Bebchuk and Alma Cohen, «The Costs of Entrenched Boards», Harvard Law

School, working paper, 2003, http://www.law.harvard.edu/faculty/bebchuk/ (accessed
March 16, 2004).

bl Ll o00g! Aumgin Aadlia le M3 -11

Lucian Bebchuk and Assaf Hamdani, «Optimal Defaults for Corporate Law Evolutiony,

Northwestern Law Review 96 (2002): 489 - 520.



SN Uy f-T

(0538 ! e ) 53 e 35 alloma Aalus ()] (S gy Jalo le gL 3 -12
il (0ol IS g 3 il 5l tam] ) 2 ¥01 2 dall by

Lucian A. Bebchuk, «Federalism and the Corporation: The Desirable Limits on State

Competition in Corporate Law», Harvard Law Review 105 (1992): 1435 - 15 10; and

Lucian A. Bebchuk and Allen Ferrell, «Federalism and Takeover Law: The Race to Protect

Managers from Takeovers», Columbia Law Review 99 (1999): 1168 - 1199.
Sl a3 Jmeittl 3L ely dmeattl )53 051 0 &y J5¥5 Lo Cby 3510
) A gl 93 cLgad Almaad | 1S ) e dalasdl 2 Lagas 22,015 2 iall cul ¥
bl aelt Aol lestl 805 et o MGV W gl Solias culay yi5
Lucian A. Bebchuk and Alma Cohen, «Firms’ Decision Where to Incorporatey, Journal
of Law and Economics 46 (2003): 383 - 425.
13- Lipton and Rosenblum, «Election Contests in the Company’s Proxy», 83 - 85.
14- Lipton and Rosenblum, «Election Contests in the Company’s Proxy», 82.
15- Lipton and Rosenblum,«Election Contests in the Company’s Proxy», 77.

16- 485 U.S. 224, 234 (1988), quoting Flamm v. Eberstadt, 814 F. 2d 1169, 1175 (7th Cir.

1987).
17- Lipton and Rosenblum, «Election Contests in the Company’s Proxy», 87.

18- Martin Lipton, «Takeover Bids in the Target’s Boardroom», Business Lawyer 33 (1979):
101 - 134; and Jeremy C. Stein, «Takeover Threats and Managerial Myopia», Journal of

Political Economy 96 (1988): 6180-.

19- Paul A. Gompers, Joy L. Ishii, and Andrew Metrick, «Corporate Governance and Equity
Prices», Quarterly Journal of Economics 118 (2003): 107 - 155; and Bebchuk and Cohen,

«The Costs of Entrenched Boards».
20- Lipton and Rosenblum, «Election Contests in the Company’s Proxy», 76.

21- Lipton and Rosenblum, «Election Contests in the Company’s Proxy,» 94.

S





