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Disclaimer

*  The following discussion and examples do not
necessarily represent the official views of Stock &
Option Solutions, Inc. with respect to any of the
issues addressed. Moreover, this presentation and
the views expressed by the individual presenters
should not be relied on as legal, accounting, auditing,
or tax advice. The outcome of any individual
situation depends on the specific facts and
circumstances in which the issue arises and on the
interpretation of the relevant literature in effect at
the time.

* Anyone viewing this presentation should not act
upon this information without seeking professional
counsel and/or input from their advisors.
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Materials Slides

http://www.sos-team.com/pdfs/documenting the process.pdf
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Agenda

*  Why Documentation Is Important

*  Processes that Should be Documented

* Level of Detail

* Potential Audience

* Storing Your Documentation

* Anything else | could/should document?
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Why Documentation is Important

* Best practice: able to show consistency in
performing equity procedures/processes

* Compliance: SOX requirements
* Planned absences: Vacations, Leave of Absence

* Unplanned absences: Family emergencies,
medical issues

* Refresher for “infrequent” processes (ESPP
enrollment and purchase, proxy reporting)
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Processes that Should be Documented

Everyday (day-to-day administration)
Settling option exercise trades
RSU releases
Demographic updates (name, address, termination)
New grant/award updates
Section 16 processes
Monthly/Quarterly processes
— Validating the month’s activity
— End of quarter preparation and reporting
Year end processes (calendar and fiscal)
—  Preparing for year end
— Year end reporting
— Vendors involved with year end (6039)
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Processes that Should be Documented (cont.)

* Complicated/unusual processes
— Manual workarounds
— Processes that involve other departments
— Processes that are out of the ordinary
* Infrequent processes
— ESPP enrollment and purchase
— Proxy reporting
— Death
— Divorce

e  Team Members
—  Who, title, email, phone
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Level of Detail

Start with the basics if time is limited
— Checklist of steps
Expand when time allows (off peak periods)

— Narratives (details about company, plans, why, how,
who)

— Specifics related to equity software
— Screen shots

Process Flows
— Simple or Complex

Combination of all of the above
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Samples of Detail Levels

GENERAL EQUITY ADMINISTRATION KNOWLEDGE ..
ROLE OF THE STGCK PLAN ADMINISTRATOR (SPA)
PROCESS FLOW..

PLAN DOCUMENTATION

RESTRICTED STOCK AWARDS AND RESTRICTED STC
PERFORMANCE BASED AWARDS.
DIVIDENDS AND DIVIDEND EQUIVALENTS.
GRANT PROCEDURES.

e EXERCISING STOCK GPTION:

GENERAL EQUITY ATMI

ISTRATION KNOWLEDGE
ROLE OF THE STOCK PLAN ADMINISTRATOR (SPA]
The Importance of the Stock Plan Adminstrator

VESTING AND RELEASE OF RESTRICTED AWARDS Al

[ S EMPLOYEE STATUS CHANGES.
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Jcare o controt e Log e e

ADIUSTING TERMS OF GRANTS / MODIFICATIONS.
TAXIMPLICATIONS .
EXPENSING......

st e v s

o ey DEFERRED TAX ASSET
EARNINGS PER SHARE (EPS)..
EMPLOYEE STOCK PURCHASE PLAN (ESHF)
INSIDERS / TRADING POLICIES.
REPORTING
PARTICIPANT EDUCATION AND COMMUNICATION
TRANSFER AGENT ROLE
PROCESSES AND CONTROLS
COMMON TERMS ...

OVERVIEW OF EQUITY ADMINISTRATION AT COMP,

ROLES AND RESPONSIBILITIES .
PLANS AND PROCEDURES SPECIFICTO COMPANY
Plans.... .
Participonts .......
Tyoes of Eauity Award:
Third Party Equity Vendor(s)
Granting Procedures.
Vesting ond Release of Restricted Awards (setti
Vesting and Release of Restrieted Awards (proet
Vesting and Release — PSAs and associated Divic
Exereises —Stock Options
Dividends/Dividend Equivalents
Emplopment status Changes (including Rebire, ¢
Award Modifications. .
Tax implications
Accounting/Expense..
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Samples of Detail Levels

High Level ESPP Process Flow

to
enroll and chooses
eontribution %
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Payroil updates with
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Potential Audience

* Someone with no stock admin experience (a
monkey)

* Your back up within the company
* An outside stock admin consultant
* Your boss

e Auditors

* Youl
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Storing Your Documentation

*  Accessible to anyone who might have a need
—  Onyour desk (check list only)

— Saved on the internal network

e  Set up a special folder and ONLY provide access to company
approved personnel

. Be aware of confidential information in the
documentation

— Passwords/User Names

— Employee specific data

— Personal phone numbers

— Screen shots containing confidential information

* Storage mechanism may be subject to audit and
compliance reviews
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What else could/should | document?

. Historical stock splits (forward and reverse)
- Board minutes, proxy details, SEC filings
- Employee communications
- Equity adjustment process
3 Who, how, tools used, etc.
© Previous merger and acquisition activity and special treatment

= Same as above plus...
. Acquired company equity plans and processes if available

. Fiscal year end (if differs from calendar)
. Full list of current Section 16 reporters (and previous reporters)
. Divorced employees and NEFS
. Company policies (or lack thereof)
- Grant Guidelines (HR/Compensation Committee process)
- Mobility

- Charge Backs
- Toll vesting for LOAs
- Transfer Agent
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What’s next?

Should | Go or Should | Stay?

*  Take that long needed vacation — unlike the song
lyrics...If you go there won’t be trouble...your
documentation will save you

* Job security — documenting your processes won’t
get you fired, rather they prove how much work
you do and your value to the team

*  Start small and grow!
* Ask for help if you are struggling on where to start
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Questions?

~
B>
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Contact Information
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Sorrell Johnson, CEP

Senior Equity Compensation Consultant
910 Campisi Way, Suite 2E

Campbell, CA 95008 USA

Bus: (408) 979-8700

E-mail: sjohnson@sos-team.com
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Julie Kenia, CEP

Senior Equity Compensation Consultant
910 Campisi Way, Suite 2E

Campbell, CA 95008 USA

Bus: (408) 979-8700

E-mail: jkenia@sos-team.com
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