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The managerial power approach does not guestion the desirability of
using options to compensate exectitives. Options provide managers with
greater incentive to create shareholder value, and thus the nse of options
in exesutive compensation might well be beneficial to shareholders.
Rather, the managerial power approach Iocuses on whether the
magnitade and design of a particular option-based pay package is close
10 that which would arise under optimal contracting.

I other words, the question is nof whether a particular option plan makes
shareholders better or worse off than no option plan, bt whether the
"details" of the plan that is adopted - the number of options granted to the
executives and moreé importanily, the way in which those options are
structured - are optimal. The devil is in these details, which are very
important. A badly designed option plan might produce significantly less
value for shareholders than a plan constructed to maximize sharcholder
wealth.
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Jiem 402(k) wa 164
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Susan J. Stabile, O3 KO ;16 BY2 L1998 MIPP *0°T AIn Sw oy nMT WA 175
“Viewing Corporate Executive Compensation Through a Partnership Lens: A Tool to
.Focus Reform,” 35 Wake Forest L Rev. 153 (20043)
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Don M. Chance, Raman Kumar & Rebecca B. Todd, “The ‘Repricing” of Execotive W1 177
MPTTA NI 4000 M Napy DMameR) WStock Options,” 57 J. Fin. (2000) 129,148
by wTATTITAR WETAT FTMEN0 40 RERY 19941985 QUM qomI IP2TTMIOHA
AR 7473wt Mo

.ow w1 178

YR DR PR W T Oy .62 'y Y 176 1N Bebohuk & Fried w179
Mark A. Chen, “Executive 7 .D7DX DhyDs »Im wWn-mnen ox poo Yymw
.Option Repricing, Incentives, and Retention,” 597, Fin. 1167, [171 (2004)
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5% 179 mpn Chen 1Y 181

99



PHOWN 12 0MDHUn oI e

72 B 2 MAINT NTIMN MRD PUIMR DYOmMT Yo0w x3al U.1998-1994

v Y207 A9anm 1o e Eomxbikn mvna nha cpvy0 v amw M
ATERTR TR NN PN R0 AR M) T2 DYIom DeyeRUm m
¥ mbasmn *pwwod M I3 MW v Y9

TEMT PRT NI DR ANT YU oM DI by qou
TETURTTT ST TIPTTANZ (MAAIE MTTENY DIy TR Sy md rem
5y pmon N7 pEo? M Ywamn my Lrewe Phuwana npown
my1 5y Mo meem Yoomtmm 9y 0mImR SRR DpIvh2 Amerm
Srarn yapa amEtw  artetips DR DIEY (rMeptT S S
AIPT TIRNM P2 PLTCPT NN 0 7UES ApTn X mran 'Y mbnann
B oebmam Yman ab marnke

performance) n7ann YW DN DRI AIX AEA? 1IN TR H2°
Sy rvaan cbya oohaprw TRYOMT OX 9127 ORTP? TwBRW (graph
TPION TR AKX XTAT @7 N33 LThRInT 15w PR ApTTn nNan2 ongpen
[broad market index) m>vapn mAAn S 2w S o2 Anann Sw
Ty N2 MPIINTMEIRG MPTINT TR S00 2 IRIT Shanw T3
o YR DK oA :’3'1‘? v MR Py LS&P 50077 ITaY musy n
¥ omoy mivn AMR2 mAnn moan

mIpn P> 402 DMUMD man DM Pwan Py onnv Hhs v o
MPIPmR AW YU 1 e 2wen® menaen e o mevp L SK
o By ,2004 TALIT TTINZ PR .nTans Pwogvetat mn’ita i

1174 'py2 ,op K 182

OT W9 183

O wo 184

Item 402(j) (Additional Information with Respect to Compensation Committee WY 185
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Based Payment
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David Aboody, Mary E. Barth & Ron Kaszniki, “Firms’ Voluntary Recognition of W7 192
Stock-Based Compensation Expense,” 42 J. Aect Res. 123-125 (2004); Catherine
Schrand, *“Discussion of Firms® Voluniary Recognition of Stock-Based Compensation
mnns oINEe ATIsR npein Yw o LExpense,” 42.J Acct. Res. 151-153 (2004)
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.82-84 ,56-57

Michael Schroeder, “FASB Plan to Expense Options Faces Challenge,” The Wall w7 193
Streef Journai 21.4.04, Nomis, “Accounting, Board Wants Options to Be Reported as an
Expense.” New York Times 1.4.04
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