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The 2019 executive compensation methodology for
companies in the Russell 3000 consists of both a
guantitative and a qualitative assessment (also referred to
as the “quantitative scorecard” and “qualitative scorecard”).
Used in combination, these assessments will determine the
scope of Northern Trust Asset Management’s (NTAM)
proxy engagement and proxy voting activities as they
relate to executive compensation in 2019.

QUANTITATIVE SCORE CARD

The quantitative scorecard is intended to screen companies for engagement,
focusing in on companies whose pay appears out of line with their fundamental
performance based on relative overall average spread between fundamental
performance indicators, total shareholder return (TSR) and CEO total
compensation. It consists of the following parts:

1. Three sets of percentile rankings across five 1-year performance periods:

A B

A percentile ranking the CEO’s total granted Percentile rankings of nine unique
pay relative to industry or peers identified in fundamental performance indicators relative
the proxy statement'. to the same peer group in box a.

2. A“fundamental spread” between the CEO’s pay percentile and each
fundamental performance indicator’s percentile for each performance
year is calculated and averaged in each year resulting in a set of five
annual fundamental spreads.

3. A“TSR spread” is calculated between the CEO’s pay percentile and the
1-year TSR performance for each performance year, for a set of five
TSR spreads.

4. Anaverage spread of the fundamental spreads and TSR spreads, at equal
weights, is calculated to arrive at an “overall average spread”.

5. Each company is ranked by its overall average spread within its GICS
industry group (2-digit GICS group).

1:S&P P 500 companies are ranked amongst peers identified in the proxy statement; Russell
3000 companies (ex. S&P 500) are ranked against their industries ( 4-digit GICS group)
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A percentile ranking of the company’s TSR
relative to the same peer group in box a.

Northern Trust Asset Management


https://www.northerntrust.com/asset-management/united-states

NORTHERN TRUST ASSET MANAGEMENT COMPENSATION SCORECARD METHODOLOGY

Companies that fall within the bottom 10th percentile of their respective
sectors? will be the focus of NTAM’s compensation engagements for 2019,
and will also be subject to the qualitative assessment described below. NTAM
will continue to engage with companies in the Russell 3000 that have received
less than 70% support on a management say-on-pay proposal (MSOP) in the
prior year and where Northern Trust holds 1.5% or more of the total votable
shares even if they do not fall within the bottom rankings of their GICS sectors
under the quantitative assessment.

QUALITATIVE SCORE CARD

The qualitative scorecard assesses the features and disclosures of the
company’s compensation plan. It consists of four segments:

General Features
and Practices

Disclosure Practices

Metrics Selection

Performance Alignment

Within each segment, there are a series of factors, each of which carry a
range of point values. Companies that fail the qualitative scorecard will be
flagged for a potential negative vote on the company’s advisory vote to ratify
named executive officers’ compensation at the next annual general meeting
of shareholders.

2:NTAM may establish alternate thresholds for sectors with fewer than 50 constituent companies
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to change based on market or other conditions.

Northern Trust Asset Management is composed of Northern Trust Investments, Inc, Northern Trust Global Investments Limited, Northern
Trust Global Investments Japan, KK, NT Global Advisors Inc,, 50 South Capital Advisors, LLC and investment personnel of The Northern Trust
Company of Hong Kong Limited and The Northern Trust Company.

© 2018 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, Illinois 60603 U.S.A.

northerntrust.com Q61984 (11/18)

Northern Trust Asset Management 2


https://www.northerntrust.com/asset-management/united-states

