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The bustnees of cbanging Huec™

Janmary 17, 2000

Kent Aldrich

Aldrich, Kilbride & Tatone

1011 Commercial Street NE, #220
Salem, Oregon 97301

Dear Kent:

On_May 5, the Executive Committes met in closed session fo conclnde the evalmation_of the
performance, compansation and benefifs of our CEQ, Michael Miller. The committee agreed not to
change his salary beyord the 1.6 % increase in the CPI-W, which raised his salary from $198,062 to
$201,231. However, we agreed that his performance merited an increase in bonus from $96,000 to
$120,600. In doe course, I conveyed these decisions to Michael and he expressed complete

satisfaction with our decisions.

Also, we agreed as a committee that it was important to objectively determine the compensation
Michael might be able lo earn as an execntive with a for-profit corporation. I undertook the task of
jdentifying relevant information on this subject in order to assure ourselves and, if necessary,
members of the press or public ﬂmt Michael’s compensation is fair and raasonable.

This summer [ acqmred a stndy condocted by James & Scott Assomatzs, which was conclnded in
April 1999 for an ideéntical purpose for another Goodwill. The stndy was designed specifically to
develop an index of salary, bomas and stock options paid to for-profit executives in companies of
relevant size to the nonprnﬁt executive’s. My review of the data developed by James & Scoit
Associates was. reassuring. It seems clear that the compensation paid for-profit executlves

substantially exceeds the compensation we currently pay onr CEO.

- In addition, I submitted the complete study to our Board Tressurer, Kent Aldrich, who consulted

with Bill Lovejoy of Benefit Brokers & Consultants, and Geoff Guilfoy, who recently chaired the
State Compensation Committee charged with determining the compensation of Oregon’s elected
officials. Kent and ali of the people be consulted apreed that it is appropnate for our committes to

rely on the study.

In part, Kent determined:

“By interpolating the high cortelation befween sales and executive base salary, a base salary
of $282,484 would be snggested.

The chief execufive of a retailing company in the 25™ percentile received a base salary of
$223,3010 with a bonus of 45%. A similar execufive who was in the median range received a

satary of $27%,800 with a bonus of 51%.

Competitive stock option multiples ranged from 159% to 183% of salary.”

GFFICE OF THE PRESIDENT
1943 ZE Sisch Averue
Fartiand, Cregon 87214-3079
5“5/253-6157 * Fax 503/23%.1702
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Kent's conclissions were summarized as fellows:

Relevant For-Profit Compensation High Ranpe 25" Percentile
Salary $ 282,484 $223300
Bonus - 45% 127,118 100,485
Options — 159% 449.159 355047
(For-profit sector % 858,752 $ 678,832
compensation for o -
responsibilifies similar

.. 1o Goodwill CEO) e o s

I believe our research and findings adequately address the need to be able 1o “justify” the
compensation of Goodwill's CEO with reference to the for-profit marketplace. .

H you bave any questions or snggestions that might shed further light on this matter or forther
solidify our position, I would Iike to hear from you.

Simcerely,
Thomas C. Young/ v
Chairman
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GOODWILL |
INDUSTRIES |

OF THE COLUMBIA WILLAMETTE

Our business is changing lves

GOODWILL INDUSTRIES OF THE COLUMBIA WILLAMETTE

EXECUTIVE COMPENSATION COMMITTEE CHARTER

L OVERVIEW

The Board of Directors of Goodwill Industries of the Columbia Willamette (“GICW™), an
organization qualified under Internal Revenue Code Section 501(c)(3), has approved the
formation of a Compensation Committee (the “Committee”). The Board has delegated to the
Commuttee the responsibility to review the total compensation and benefits levels provided to
those executives (“Executives™) listed on Exhibit A. Exhibit A is intended to include all of those
executives who are or may be “disqualified persons” within the meaning of Section 4958 of the
Internal Revenue Code and the related Treasury Regulations (the “Intermediate Sanctions
Rules™), which apply to any person who has “substantial influence” over a Section 501(c)(3)
organization.

The process that the Committee shall follow in carrying out its responsibilities is
summarized below. This process is intended to be consistent with GICW’s mission, the
Compensation Philosophy approved by GICW’s Board of Directors, and current “best practices.”
The process is further intended to satisfy the procedures for creating a rebuttable presumption
that executive compensation is reasonable, as set forth in the Intermediate Sanctions Rules.

II. COMPOSITION OF THE COMMITTEE

The Committee will be composed of a minimum of five (5) members of GICW’s Board
of Directors. No person shall be a member of the Committee who is an employee of GICW or
who otherwise has an economic relationship with GICW that would create a conflict of interest
as provided in the Intermediate Sanctions Rules and/or GICW’s Conflict of Inierest Policy.
Initially, the Chair will appoint three (3) directors to serve as Committee members for a two (2)
year term and two (2) directors to serve as Committee mermbers for a one (1) year term.
Thereafter, all Commuttee members shall serve two (2) year terms. In appointing members to the
Committee, the Board Chair will consider whether the resulting Committee composition will be
such that at least half of the Committee members have had some past direct or indirect
experience in establishing or evaluating compensation. The Committee shall include a minimum
of two (2) Directors who are not members of GICW’s Executive Committee.

1. COMMITTEE AUTHORITY

Under the procedures set forth below, the Committee is authorized to do the following:

* Conduct an armual performance review of the President/CEO.

R 1
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e Recommend a total compensation package for the President/CEO to the full Board of
Directors for its consideration. The Committee shall not have the authority to
approve the President/CEQ’s compensation.

» Approve a total compensation package for other Executives.
IV. COMMITTEE RESPONSIBILITIES
The Commttee shall:

o Annually review the current compensation and benefits levels provided to the
Executives and any contemplated adjustments to such compensation and benefits for
the ensuing year with the assistance of such experts as it deems necessary. This
review will encompass all elements of each Executive’s compensation package,
mcluding without limitation, base salary, incentive compensation, employee benefits
and perquisites (collectively referred to herein as “total compensation™).

¢ Conduct an annual performance review of the President/CEO.

e Obtain the data and other information necessary to sét reasonable total compensation
packages for each Executive, or, in the case of the President/CEOQ, to make a
recommendation for a total compensation package to the Board of Directors
consistent with GICW’s Compensation Philosophy.

e Make a formal recommendation to the Board of Directors regarding the
President/CEQ’s total compensation package.

s Report on the Executive compensation packages approved by the Committee to the
Board of Directors.

e Committee members shall treat the Committee’s proceedings as confidential.

V. GENERAL PROCESS TO BE FOLLOWED IN DEVELOPING AND
APPROVING EXECUTIVE COMPENSATION

1. Compensation Philosophy

The Commuittee shall, with the assistance of the compensation consultant (engaged as
described below) and legal counsel, develop a Compensation Philosophy that is consistent with
GICW?’s mission and organizational objectives. The Committee shall present such philosophy to
the Board of Directors for review and approval. The Committee shall review the Compensation
Philosophy on an annual basis to determine whether it continues to provide the Committee with
useful compensation-setting guidance and shall report the results of such review to the Board of
Directors. The Board of Directors shall approve any changes to the Compensation Philosophy.

SEA 1720963v3 51839-3 2




2. Review of Executive Goals

The Board of Directors shall develop and approve annual goals and performance criteria
to be used in determining merit increases and annual and long-term incentives for GICW’s
President/CEO. GICW’s President/CEQ shall establish such goals for the other Executives.
These goals will be forwarded to the Committee to assist it in its work. The Committee will
assess performance against these goals in consultation with such other Board committees as may
be appropriate.

3. Engage Compensation Consultant

The Committee will select and engage a qualified compensation consultant to review and
analyze the total compensation and benefits packages of the Executives. Items of total
compensation to be analyzed include all forms of cash and noncash compensation, including
salary, fees, bonuses, and severance payments; all deferred compensation attributed to the year in
which services are performed; the amount of any premiums paid for liability and other insurance
coverage; all other benefits, whether or not included in income for tax purposes, such as medical,
dental, life insurance and disability benefits; and foregone interest on loans. The consultant may
be engaged to provide such written opinions regarding reasonabléness of compensation as the
Committee determines to be advisable. At least every five (5) years, the Committee will engage
in a performance review of its compensation consultant, and, based on such review, will either
renew the enigagernent or select and engage a riew consultant.

4, Obtain Compensation Surveys and Reports

The Committee will, as part of its analysis, direct the compensation consultant to gather
appropriate comparability data (e.g., either published or specially conducted compensation
surveys) consistent with GICW’s Compensation Philosophy that would include total
compensation paid by similarly situated organizations for positions that are functionally
comparable to each of the GICW Executives.

The compensation data should cover employees with comparable responsibilities at a
significant number of organizations and should be sorted by a number of different variables,
including: the size of the organization, the geographic location of the organization, the nature of
the services the orgamzation provides, whether the organization is a nonprofit or for-profit
venture, the level of experience and specific responsibilities of the employees surveyed, and the
composition of the compensation packages offered to employees at those organizations. Survey
results (e.g., in summary form) should be provided to the Committee, as well as a written
analysis comparing the compensation of each Executive at issue {o the compensation of
individuals covered by the surveys.

5. Develop Compensation Recommendations

With respect to those Executives below the level of the President/CEQ, the Committee
will request that GICW’s President/CEO work with the compensation consultants to formulate a
compensation recommendation for each such Executive, consistent with GICW’s Compensation
Philosophy. In formulating recommendations, the President/CEO shall consider the
comparability data obtained by the compensation consultants. The President/CEQ shall present

SEA 1720963v3 51839-3 3




such recommendations, along with the supporting comparability data and the compensation
consultant’s analysis, to the Commitiee at a Committee meeting.

With respect to the President/CEQ, the Committee will work with the compensation
consultant to formulate a compensation recommendation based on the comparability data, the
President/CEQ’s performance, and GICW’s Compensation Philosophy. The Committee shall
conduct an annual performance review of its President/CEOQ to assist the Committee i its
compensation review process. The Committee shall present the results of the performance
review and its compensation recommendation to the full Board of Directors for consideration.

6. Review and Analyze Comparability Data

The Committee will consider the significant terms of the arrangement with each
Executive, including the total compensation to be paid and the employee’s duties and
responsibilities. For those Executives below the level of President/CEQ, the Committee will also
consider the President/CEQ’s recommendations. The Committee will thoroughly review and
discuss the comparability data gathered by the compensation consultant to detérmine whether the
total compensation for each of the Executives is reasonable, taking into consideration the job
duties of each position and the performance of each Executive. If applicable, the Committee also
will consider any opinions from compensation consultants concerning the reasonableness of
Executive compensation and any opinions obtained from legal or other consultants in their
respective arcas of expertise.

7. Approve Reasonable Total Compensation Packages for Executives Other
Than the President/CEO

The Committee will approve total compensation packages for each of the Executives
other than the President/CEQ that are consistent with GICW’s Compensation Philosophy, and,
based on all of the information presented to the Committee, that are reasonable and in the best
interest of GICW. The Committee may, if it chooses to do so, approve a range of compensation
for one or more of the individuals below the level of the President/CEQO and delegate to the
President/CEO the authority to set compensation within the approved range, to the extent that the
Committee determines such delegation to be advisable. Prior to any such delegation, the
Commitiee will evaluate whether the delegation has any effect on reasonableness opinions that
may have been requested of the compensation consultant.

8. Document Concurrently

The Committee’s decisions regarding compensation for each Executive will be
documented in written resolutions and minutes of the Committee. The Board of Directors’
decisions regarding compensation for the President/CEO will be documented in written
resolutions and minutes of the Board. In each case, the documentation will include:

a. the significant terms of the arrangement and the date it was approved;

b. the members of the Committee who were present during debate on the
compensation arrangement that was approved and how each member
voted;
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c. the comparability data obtained and relied on by the Committee and how
the data was obtained;

d. . the actions taken with respect to consideration of the arrangement by
anyone who is otherwise a member of the Committee but who had a
conflict of mterest with respect to the arrangement; and

e. the specific reasons for any determination by the Committee that
reasonable compensation for a particular arrangement should be higher
than the range indicated by the comparability data obtained.

Written documentation of the Committee’s or Board’s decision should be prepared by the
latet of the next meeting of the Committee or Board or 60 days after the Committee’s or Board’s
approval of compensation.

9. Reports to Board

The Committee shall promptly report its actions to the Board, which reports should be
reflected in the Board’s minutes.

10.  Access to Legal Counsel

In performing its duties, the Committee will have access to outside legal counsel with
experience ih providing legal advice on executive compensation matters to tax-exempt
organizations. Periodically, the Committee will review, in consultation with legal counsel, the
list of Executives on Exhibit A who are or may be “disqualified persons” within the meaning of
the Intermediate Sanctions Rules.
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EXHIBIT A
Executives to Which Executive Compensation Policy Applies:
. President/CEO
e Chief Financial Officer

e [Others]

SEA 1720963v3 51839-3 6




GOODWILL

IN DUSTRIES

OF THE COLUMBIA WILLAMETTE
Cur business is changing lives

GOODWILL INDUSTRIES OF THE COLUMBIA WILLAMETTE

TOTAL COMPENSATION PHILOSOPHY

Goodwill Industries of the Columbia Willamette (“GICW”) is committed to making an exemplary
contribution to the international Goodwill movement by providing outstanding vocational services
for Oregonians who face barriers to employment. GICW strives to operate on a social entrepreneur
model, achieving our mission on a self-sustaining basis with minimal reliance on government
funding. We believe that our employees and the people we serve are our most valuable assets.
Consequently, we seek to create an environment that fosters teamwork, achievement, récognition
and responsibility.

Attracting and retaining talented and dedicated employees is important at every level of our
orgamzation. It is particularly important, however, for GICW to recruit and retain outstanding
executive leaders who have a deep understanding of and commitment to our wide range of service
programs and to a self-sustaining economic model, as well as the skill to oversee the large and
complex retail operations upon which we rely for funding and job training. Talented
entreprencurial leadership is fundamental to our success. GICW strives at all times to be a model
corporate citizen. Accordingly, fairness, integrity, and sound business practices are the
comerstones of our compensation philosophy. Our total compensation arid benefits program is
designed to attract and retain great people and hold them accountable for achieving our ongoing
goals to improve the lives of Oregonians.

Our program is based on. the following principles:

" Reflective of values and legal requirements: The design and administration of our
compensation program will comply with all applicable laws and reflect the values of the
community that GICW strives to serve. The compensation program will be guided by and
supportive of GICW’s core organizational values of respect, partnership, service and
stewardship.

»  Competitive: We target total compensation packages—cash and benefits—at or near the median
or average of the peer group labor market with which we compete to recruit and retain talented
individuals, within the scope of our ability to pay.

»  Market-based: For our most senior management we look to a national labor market made up of
organizations with which GICW competes to recruit and retain talented leaders. For the rest of
our positions we look to a regional and local labor market made up of orgariizations with which
GICW competes for talent. Market data for purposes of setting compensation is selected on the
basis of the similarity of the organization’s activities; the similarity of duties performed; the
skills required to conduct the organization’s activities; the complexity and size of the
organization; and the geographic scope of the organization. Market data shall include nonprofit
organizations, and, where appropriate, for-profit organizations. Situations in which use of for-

SEA 17236833 51839-3 1
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profit market data in combination with nonprofit data is appropriate include, but are not limited
to, situations where there are insufficient nonprofit comparables to formulate a2 meaningful and
valid comparison, or where there is a single labor market in which both for-profits and
nonprofits must compete for the same limited pool of qualified candidates.

* Reasonable: Each individual’s total conipensation package will bé reasonablé tinder all of the
facts and circumstances, including, but not limited to: duties performed; amount and type of
responsibility; performance; time devoted to duties; special knowledge and experience;
individual ability; previous training; compensation paid in prior years; length of service; the
availability of similar services in the geographic area; prevailing economic conditions; and focal
living conditions.

»  Knowledge, skills and performance driven: To reward and retain the skilled employees
necessary to maintain our success, we strive to recognize the knowledge and expertise of our
employees as well as their ability to achieve GICW’s articulated goals on a sustained basis.

»  Fair: We strive to apply these common principles consistently across all employee groups
within GICW.

*  Balanced: We strive to set compensation to achieve balance in addressing external
competition, internal fairness, our service goals in light of projected community needs, the
expectations of our community stakeholders, and available financial resources.

» Flexible: Our total compensation program is designed to be responsive to changes in our market
as well as changes in the focus of our service programs.

= Comprehensive: The combination of cash compensation and benefits is designed to provide
reasonably priced health coverage, salary protection if an employee is unable to work, paid time
off, and retirement planning in a way that meets our employee needs while maintaining good
stewardship of our limited resources and maximizing the benefits we can provide to the
community we serve. '

*  Transparent: Notwithstanding the use of various compensation elements, our compensation
plan 1s intended to be easy to explain and administer.
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GOODWILL INDUSTRIES OF THE COLUMBIA WILLAMETTE

EXECUTIVE COMPENSATION FRAMEWORK

Base Pay
Base pay ranges will generally be established at or near the median of the defined market for the
position.

Annual Incentives

Executives are eligible for an annual incentive payment tied to organizational performance and to
sustained individual contributions to achieving GICW’s organizational goals. The amounts of
annual incentive payments and the performance measures for receiving annual incentive paymerits
shall be established in advance in a manner consistent with GICW’s Compensation Commilttee
Charter. Incentive amounts will be in line with median market practice for similar positions.

Long-term Inicentives

The President/CEO will be eligible for a long-term incentive payment tied to sustained performance
over a multi-year period (three to five years). The amounts of long-term incentive payments and the
performance measures for receiving long-term incentive payments shall be established in advance
in a manner consistent with GICW’s Compensation Committee Charter. Long-term incentive
payments combined with cash compensation (base pay plus annual incentive) shall be at or near the
median for total direct compensation of the defined market.

Health and Welfare Benefits
Health and welfare benefits are targeted to provide median values.
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