Awards made by the committee

Based on the foregoing, in January 2000 the committee approved the following incentive and retention
awards to the following named executive officers (excluding the special equity awards approved for

Mr. XXX in January 0000 in connection with his new ceo role):
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The committee made equity awards in 0000 and in prior years based on the grant date fair value of the
awards and not on the accounting treatment of those or prior awards in XXX’s financial statements under
the Statement of Financial Accounting Standards (sFas) No. 123 (revised 2004), “Share-Based Payment”
(sFas 123(Rr)) or other applicable accounting standards. Under sec rules, the treatment in the Summary
Compensation Table of equity awards is based on those accounting principles. As a result of this
requirement, equity awards with the same terms may differ in value as presented in the Summary
Compensation Table depending on an executive’s age and length of service with XXX, and therefore, it
may be difficult to discern the committee’s judgments about executive performance for 0000.
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The table set forth below summarizes the difference between the actions taken by the committee in
January 0000 regarding equity awards and the equity award values appearing in this year’s Summary
Compensation Table. The first two columns (after the executives’ names) below show the equity awards
that were made by the committee in January 0000 (excluding the special equity awards approved for

Mr. XXX in January 2008 in connection with his new ceo role). The third column is the values for equity
awards required to be shown in the Summary Compensation Table in accordance with sec rules. The last
column shows the difference between the sum of the first two columns (the committee action) and the
third column (values required by sec rules).
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The table shows that the committee awarded more equity in January 0000 than is reflected in the
Summary Compensation Table; as discussed previously in this Compensation Discussion and Analysis,
the committee awarded more equity and less cash than in prior years. The differences shown in the table
between committee action and the Summary Compensation Table are largely attributable to the fact that
the Summary Compensation Table, prepared in accordance with sec regulations, values equity awards
based principally on the treatment of compensation expense in the income statement of the employer
under sFAs 123(R). In general, under that rule, an equity award is expensed over the vesting period of the
equity award, unless the employee is eligible to retire. If the employee is eligible to retire, then the award
must be expensed on the grant date or accrued over a service period prior to the grant date. Although
XXX’s equity programs do not expressly contain retirement provisions, they do have terms that result in
retirement treatment under the applicable accounting standards.
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At XXX, if an employee’s age and years of service total at least 75, all of his or her equity awards will
continue to vest on schedule after termination of employment under most circumstances (the Rule of 75).
Accordingly, under sras 123(r), awards made to individuals who meet the Rule of 75 must be expensed
on or prior to the grant date. If an employee’s age and service total at least 60 and certain other service
requirements are satisfied, a portion of his or her equity awards will continue to vest on schedule after
termination of employment under most circumstances (the Rule of 60). Accordingly, under sFas 123(Rr),
that portion of the awards made to an individual who meets the Rule of 60 must be expensed on or prior
to the grant date.
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