
CEO Compensation Review

(Sample Benchmarking Study)



1Introduction

 The purpose of this study was to obtain an understanding of the CEO compensation 
practices in the “semiconductor/electronic component” industries to assist the Board of 
Directors (the “Board”) in determining the appropriate compensation package for a CEO.

 To accomplish this objective, we gathered compensation data from both published surveys 
reporting the compensation practices of non-publicly traded companies and from the SEC 
disclosures of “small-cap” publicly traded companies.

 In conclusion, we identified two alternative CEO compensation arrangements for the Board 
to consider which are both supported by the findings of this study.
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2Methodology

We identified 19 publicly-traded companies classified under GICS 45301020 
(semiconductors) and 45203015 (electronic components) with revenues ranging between 
$48 and $160 million (the “Peer Group”).

 From these 19 companies, we gathered CEO compensation data from SEC disclosures, 
including base salary, annual bonus, equity compensation and all other compensation, and 
benchmarked the average, median, 75th and 90th percentiles for each compensation 
component, Total Cash Compensation and Total Direct Compensation.

 To obtain an understanding of the broader market in these industries, we also reviewed 
published survey data to identify the compensation practices of non-publicly traded 
companies with revenues ranging between $25 and $50 million.
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3Definitions

Median The midpoint of a data set when it is arranged in chronological order.

Total Cash Compensation The total compensation paid to an individual in cash in the form of 
base salary and annual bonus.

Total Direct Compensation The total compensation paid to an individual in cash and equity 
compensation (e.g., stock options and restricted stock).

75th Percentile An ordinal ranking of a data point within a data set where 75 percent 
of the data in that set is either above or below the data point.

90th Percentile An ordinal ranking of a data point within a data set where 90 percent 
of the data in that set is either above or below the data point.
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4Analysis

 The Peer Group consisted of the following publicly traded “small cap” companies:
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5Analysis (cont’d)

 Peer Group CEO compensation practices:
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6Findings

Peer Group CEO Compensation Mix

Base Salary
26%

Annual 
Bonus
10%

Long-Term 
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7Findings (cont’d)

 Peer Group annual CEO compensation as a percentage of Market Cap:
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8Findings (cont’d)

 Published CEO compensation survey data obtained from non-publicly traded semiconductor 
companies with revenue generation plus profit (obtained from Radford):

Note: Private companies do not typically provide annual equity grants.
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Base Salary Target Bonus TCC
Average $499,000 $266,466 $765,466
Median $450,000 $250,000 $700,000
75th Percentile $600,000 $402,000 $1,002,000

Average Median 75th Percentile
New Hire Grants 
(percentage of Common Stock)

5.7% 5.6% 6.4%



9Observations

 Median Net Income of the Peer Group was slightly above $2 million, while Median CEO TDC was 
approximately $1.1 million.

 Over two thirds of CEO TDC was paid in equity compensation, with 54% in stock awards and 46% in 
stock options.

 The Peer Group annual CEO TDC as a percentage of market cap ranged from 0.5%, at the median, to 
0.74% at the 75th percentile.

 There was little disparity between the Peer Group compensation data and the published survey 
data, despite the differences in Revenue and Net Income. The Peer Group consists of “micro-cap” to 
“small-cap” companies. Several of the Peer Group companies have been publicly traded for less than 
two years, and have Net Income far less than lntegra. Based on these circumstances, we believe the 
Peer Group is an appropriate comparator for lntegra for purposes of determining the replacement 
cost for a CEO and for determining market competitive CEO compensation.

Executive Compensation & Employee Benefits | Manatt, Phelps & Phillips, LLP



10Alternative CEO Compensation Arrangements

 Alternative 1: The Conventional Approach

– Base Salary: $350,000

– Bonus: 50% Target/100% Max ($125,000/$350,000)

– TCC: $475,000 Target/$700,000 Max

– Equity: $500,000 Target/$750,000 Max (60% Stock Awards/40% Stock Options)

– TDC: $975,000 Target/$1,450,000 Max

 Alternative 2: The Equity Approach

– TCC: $0 (or minimum required by law)

– Equity: 0.5% to 0.75% of outstanding common (60% Stock Awards/40% Stock Options)
Note: For both alternatives 1 and 2, performance-based vesting would apply to all stock awards with increased payout for goal attainment in excess of target up to max. Time-based vesting applies to stock 
options.
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11XYZ Company/CEO Compensation Term Sheet

Component Amounts Terms and Conditions

Total Direct Compensation 
(Annually)

Target = $3,600,000
Maximum = $5,400,000

 TDC does not include the one-time equity award, housing and car allowance or 
medical benefits.

Term of Employment 3-Year Term (“Initial Term”) with automatic renewal 
for 1-year periods at the end of the Initial Term.

 The term shall be automatically extended unless either party provides notice to the 
other no later than 60 days prior to the end of the Term.

Base Salary $900,000  Paid in accordance with normal payroll practices.

Annual Bonus Executive shall be entitled to a cash bonus payment, 
payable no later than March 31 of the year following 
each performance period, based on performance goal 
attainment as follows:

Target Payout = $900,000
Max Payout = $1,800,000

 Each Annual Bonus performance period shall be one year coinciding directly with the 
Company’s fiscal year.

 For the 2014 performance period (i.e., FY2014), Executive shall be guaranteed an 
Annual Bonus equal to the greater of

– 50% of Base Salary or
– What Executive would receive based on the annual incentive goals in effect as 

of Executive’s Start Date.
 For the 2015 performance period (i.e., FY2015) and later, the performance goals 

shall be set by the Compensation Committee (“Committee”) with consultation of 
Executive not later than March 1st of that same year.

 Goal Attainment at Target level shall be based on aggressive “stretch” goals (i.e., 
“significant out performance of budget”).

 Calculation of the bonus payment/goal attainment shall be based on pro-rata goal 
attainment between Threshold and Maximum as determined by the Committee 
based on audited financial statements in accordance with Company practice not 
later than March 15th, and payment shall occur as soon as reasonable practicable 
thereafter.
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Base Salary Percentage Goal Attainment

80% Threshold

100% Target

200% Maximum



12XYZ Company/CEO Compensation Term Sheet (cont’d)

One-time Equity 
Award

Executive shall have the choice to receive one of the following:

 45,000 shares of restricted stock (“RS”), or 

 Stock Option to purchase 135,000 shares at closing price per share on 
Start Date

Grant Date FMV = $900,000 (if RS)

 3-year time-based cliff vesting shall apply, based on continued service, 
where 100% of the shares shall vest on the third anniversary of 
Executive’s Start Date.

 All shares shall become immediately vested upon Executive’s 
“termination of employment” (as defined below) within 1 year 
following a Change in Control.

Long-Term 
Incentives (“LTI”)

LTI awards shall be granted to Executive as restricted stock units (“RSUs”) 
at the beginning of each fiscal year. The LTI performance period shall be 3 
years in duration, beginning on the first day of the fiscal year and ending 
on the last day of the third fiscal year thereafter. The RSUs will be 
converted into shares on a one-unit for one-share basis at the end of each 
performance period based on performance goal attainment as follows:

The maximum number of RSUs subject to conversion will be determined 
at the beginning of each 3-year performance period by dividing the 
closing price of the Company’s common stock on the first trading day of 
the performance period by 300% of Executive’s then current base salary.

Target Payout = $1,800,000

Max Payout = $2,700,000

 Vesting/conversion into shares shall be based on objectives set by the 
Compensation Committee (“Committee”) with consultation of 
Executive not later than March 1st.

 Performance goals may include EBITDA, ROE, TSR and Enterprise Value.

 Goal Attainment at Target level shall be based on aggressive “stretch” 
goals (i.e., “significant outperformance of budget”).

 RSUs that are not converted due to lack of goal attainment are forever 
forfeited.

 Executive must maintain continuous employment throughout the 
entire performance period for RSUs to be converted into shares.

 The conversion of RSUs into shares of restricted stock shall be based on 
pro-rata goal attainment between Threshold and Maximum as 
determined by the Committee based on audited financial statements in 
accordance with Company practice not later than March 15th.
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Conversion Percentage Goal Attainment

50% Threshold

66.66% Target

100% Maximum



13XYZ Company/CEO Compensation Term Sheet (cont’d)
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Severance “Termination of Employment” with no Change in Control (“CIC”):

 100% of Base Salary

 Continuation of medical benefits for 12 months

“Termination of Employment” within 1 year following a CIC:

 200% of Base Salary

 200% of Target Bonus

 RSUs shall become vested pro-rata based on either (at Executive’s 
choice)

– the number of days elapsed in the performance period prior to the 
CIC date or

– goal attainment on the CIC date

 All One-Time Equity Awards shall become immediately vested in full

 Continuation of medical benefits for 12 months

 “Termination of Employment” shall be defined to include an 
involuntary termination by the Company without “cause” and a 
voluntary termination by Executive with “good reason.”

 All severance payments shall be paid in lump sum and shall be 
conditioned on the execution and delivery of a Release Agreement.

 All severance payments following a CIC shall be subject to a 
“modified cut back” whereby Executive shall receive the greater of

– the total after tax severance payments less any excise taxes 
payable by Executive under IRC 4999 or

– the maximum amount payable to Executive before any such 
excise taxes apply.

 Executive must elect the method for determining RSU accelerated 
vesting no later than the Start Date.

Other Payments  $4,000 monthly housing allowance, payable for 12 months

 Car allowance commensurate with Company policy

Executive “Buy In” Executive shall purchase common stock with an aggregate value of 50% of Base 
Salary

 No later than the six months following the Start Date, Executive 
shall purchase shares of Company stock from the open market with 
an aggregate value equal to 50% of his current Base Salary.

 Executive shall be required to hold such shares until the earlier of 
his termination of employment for any reason or a CIC.



14

Executive Compensation & Employee Benefits | Manatt, Phelps & Phillips, LLP


	CEO Compensation Review
	Introduction
	Methodology
	Definitions
	Analysis
	Analysis (cont’d)
	Findings
	Findings (cont’d)
	Findings (cont’d)
	Observations
	Alternative CEO Compensation Arrangements
	XYZ Company/CEO Compensation Term Sheet
	XYZ Company/CEO Compensation Term Sheet (cont’d)
	XYZ Company/CEO Compensation Term Sheet (cont’d)
	Slide Number 15

