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An Overview

* Top Five Total Rewards Priorities survey completed annually
for the past 15 years

« 2009 survey includes responses from 426 people

« Asked to rank concerns from both an employee and
employer perspective
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Survey Demographics

Participants by industry
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Participants by number of employees
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Most significant organizational challenges

The anticipated shortage of qualified workers, retaining today’s workforce, as well
as declining economic conditions are at the top of the chart.

Shortage, motivation, and retention of qualified talent 32%

Declining economic conditions, and the impact on employee retirement and 25%
savings plans (NEW choice for 2009)

Rising cost of total rewards 20%
Changing workforce demographics (e.g., age, gender and culture) 9%
Managing rewards risks (e.g., regulatory compliance, funding requirements 6%

and investor scrutiny)

Requirements and complexity associated with global workforce and rewards 4%
programs
Other 4%

* Percentage of survey respondents identifying each challenge as their most significant over the next three years.
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Top 5 Total Rewards challenges today

Employers are thinking strategically about Total Rewards given that the Top 5 Total
Rewards challenges are consistent with a focus on the big picture.

The cost of providing healthcare | 2009 o8

benefits to active employees 71%
. . 65%
motiae,and reten th aentedempioyees e | S
need to effectively run our organization 74%

Clear alignment of our Total Rewards strategy _ 51%
Wih our business strateay and orand 8]

The willingness of employees to pay for an
increasing portion of benefit plan coverage 48%
and to manage their own reward budget 58%
(i.e., becoming better consumers of benefits)

The ability of our reward programs to attract,

The ability of our reward programs to
accommodate the varying needs and _ 45%
interests of different generations, (New choice for 2009)
including Boomers, Gen X, Gen Y, etc.

0% 10% 20% 30% 40% 50% 60% 70% 80%

Figure represents the percentage of respondents ranking each challenge within their top five priorities.

Copyright © 2009 Deloitte Development LLC. All rights reserved. -4 -



Planned rewards redesign to focus on communication

Despite the concerns of employees and organizations, the number of organizations
planning a redesign in their Total Rewards programs is trending downward for
2009. Of those organizations planning to make a change, employee
communications is the most commonly-cited modification.

Increase employee communication and

0,
education surrounding your reward programs 69%

Redesign some of our rewards programs to better align
the interests of our employees and the organization

56%

48%

Packaging, branding and/or communications

Better measure return on
investment of our rewards programs

31%

Adjust mix of Total Rewards program components 28%

Engage in a more formal and rigorous process of asking
employees what they value most about their reward
programs

Create a more consistent/strategically aligned structure
for our Total Rewards program on a global basis

26%

26%

21%

Add benefit programs to the Total Rewards program

0% 10% 20% 30% 40% 50% 60% 70%
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Specific Areas for Redesign

« 62% of respondents plan to redesign their compensation programs
during 2009

— 65% will consider increased use of performance-based pay
- 41% want to improve performance management tracking and administration

« Respondents also will focus on retirement plans in 2009

— 34% will consider redesign of their defined contribution plans
— 15% will focus on defined benefit plans

« 70% of respondents will consider health coverage changes in 2009

— Increased cost sharing remains the most-used cost savings vehicle at 58%
— 46% will consider increase in consumerism
— 43% want to include greater usage of wellness/disease management initiatives
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Generations factored into Total Rewards plans

The number of employers planning generation-based changes in Total Rewards is
likely to rise sharply in the future as they link their worries about future talent
management with a greater appreciation for the profoundly different attitudes about

work and career expectations.

My organization’s leadership team understands
the Total Rewards perspectives and values of
the different generations in our workforce

. -

Agree
strongly

Agree
somewhat

Neither agree
nor disagree

Disagree

19%
somewhat °

Disagree
strongly

5

0% 20%

40% 60%

My organization has the correct Total Rewards
strategy in place to recruit and retain the age
groups we need in our workforce

strongly
somewhat
nor disagree
somewhat

Disagree . 4%
strongly
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Top personal challenges of survey respondents

A pattern of growing personal concern over “big ticket” economic items is replacing
angst about cost of healthcare benefits. The figures below represent the challenges

that are most important to the respondent as an employee or individual.

Ny 0 Ao e 76%

including post retirement health care
The investment performance of my 401(k) or other _ 56%
employer sponsored savings/profit sharing plan °

My ability to earn additional rewards that

allow me to stay on top of inflation I 55%

and advance in real economic terms

Uncertainty about my employer’s commitment to D 31%

maintaining current reward programs

My cost of current health care benefits [ 29%

My increasing responsibility to manage _ 17%
my own reward budget

My ability to understand and make effective _ 17%
investment decisions for my 401(k) plan °

Eldercare responsibilities [ 12%

Other [ 8%

r T T T T T T
0% 10% 20% 30% 40% 50% 60% 70%
Percent of respondents choosing each issue among their top three challenges
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Employee responses to personal challenges

In response to the personal challenges faced by today's employees, many indicate
that they plan to take actions focused on increased personal responsibility and
forward planning. The figures below represent how employees plan to respond to

these personal challenges over the next three years.

Actively participate in wellness and
disease management programs to
maximize my health status

48%

Delay my planned retirement age 44%

Increase my level of contributions to 44%

private savings plans

Initiate formal retirement planning
and/or estate planning through
resources external to my employers

35%

Increase me level of contributions to 339
qualified retirement plans (e.g., 401(k))

0% 10% 20% 30% 40% 50% 60%
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What They're Saying...
Survey respondents were asked to share what changes to the Total Rewards programs their organizations are contemplating or have already
implemented for 2009. Here's what they're saying about:

Total Rewards

“Although we operate and make decisions with a view of Total Rewards, it is not ‘packaged’ or communicated as "Total Rewards' to our employees.
We want employees to understand that the company provides much more beyond just compensation and benefits. We will be adding a wellness
program, so that may be the start of our repackaging.”

"My company’s Total Rewards program remains committed to its current level and mix of employee benefits.”

Com pensation

“The uncertain economic environment has prompted management to rethink the year-end bonus structure which would communicate lower bonus
targets for a potential decrease in earmings for the near term.”

“The adjustment to our compensation program will be a mix between the elements of salary, short-term incentives and long-term incentives.”

Retirement
“We intend to continue discretionary contributions to the defined contribution plan, but levels will be based on company profitability.”

“We entered 2008 launching a study to move us from a defined benefit pension plan to a defined contribution savings plan, but given the
recent market activity, have delayed the implementation from Q1 2009 1o a date yet to be determined. We felt it was not the right ime to shift
accountability to the employes to manage their retirement monies in the declining financial markets.”

Health and Welfare
“We have launched a wellness campaign to drive awareness and hopefully behavior, with the expectation of reducing sick pay and health care

expenses of our employees.”

“We are loocking at all options for our health care plan, from including tobacco/mon-tobacco rates 1o limiting dependent coverage if spouse has
coverage available; from requiring participation in health risk assessments to self-funding approaches.”

Other Rewards Programs
“The high price of commutes plus the emphasis on reducing air emissions has prompted the company to consider more flexible work arrangements.”

“We will explore careerdife fit alternatives in 2009, grounded in an understanding of generational differences.”
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