
GUARANTY FEDERAL BANCSHARES INC
Form 8-K
May 07, 2018

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K
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Pursuant
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Date of Report (Date of earliest event reported): May 7, 2018
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(State or other jurisdiction of incorporation)
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2144 E Republic Road, Suite F200
Springfield, Missouri 65804
(Address of principal executive offices and zip code)

Registrant's telephone number, including area code: (417) 520-4333

Not applicable
(Former name or former address, if changed since last report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of
the registrant under any of the following provisions (see General Instruction A.2. to Form 8-K):

[_]Written communication pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[_]Soliciting materials pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
[_]Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
[_]Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined by Rule 405 of the
Securities Act of 1933 or Rule 12b-2 of the Securities Act of 1934.

Emerging growth company [_]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period of complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act [_]
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INCLUDED INFORMATION

Item 5.02. Departure of Directors or Principal Officers; Election of Directors; Appointment of Principal
Officers

(e) Written Description of 2018 Executive Incentive Compensation Annual Plan for Certain Executive Officers.

On May 7, 2018, the Company entered into short-term incentive compensation arrangements with respect to bonuses
payable in 2018 for Executive Officers Shaun A. Burke, President and Chief Executive Officer, Carter Peters, Chief
Financial Officer, Robin Robeson, Chief Operating Officer, H. Charles Puls, Chief Lending Officer and Sheri Biser,
Chief Credit Officer. The written description of each plan is attached hereto as Exhibits 10.1 through 10.5 and is
incorporated by reference in this Item 502(e).

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits

Exhibit
Number  Description

10.1 Written Description of 2018 Executive Incentive Compensation Annual Plan – President and Chief
Executive Officer

10.2 Written Description of 2018 Executive Incentive Compensation Annual Plan –Chief Financial Officer

10.3 Written Description of 2018 Executive Incentive Compensation Annual Plan –Chief Operating Officer

10.4 Written Description of 2018 Executive Incentive Compensation Annual Plan –Chief Lending Officer

10.5 Written Description of 2018 Executive Incentive Compensation Annual Plan –Chief Credit Officer

SIGNATURES
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

Guaranty Federal Bancshares, Inc.

By: /s/ Shaun A. Burke

Shaun A. Burke

President and Chief Executive Officer

Date: May 7, 2018

ckground: #FFFFFF"> In fiscal year 2009, the Committee also recommended and the Board approved a shift from the
granting of share bonus awards and no options in fiscal year 2008 to granting both share bonus awards and options in
fiscal year 2009, with a greater weighting to options. This shift was designed to create greater alignment of interests
with shareholders and to reward the company�s employees for the successful integration of the Solectron acquisition.

Elements of Compensation

We allocate compensation among the following components for our named executive officers:

�  base salary;

�  annual cash incentive awards;

�  multi-year cash and stock incentive awards;

�  stock-based compensation;

�  deferred compensation; and

�  other benefits.

Base Salary

We seek to set our executives� base salaries at levels which are competitive with our peer companies based on each
individual executive�s role and the scope of his or her responsibilities, also taking into account the executive�s
experience and the base salary levels of other executives within the company. The Committee typically reviews base
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salaries every fiscal year and adjusts base salaries to take into account competitive market data, individual
performance and promotions or changes in responsibilities.

Mr. McNamara�s base salary was maintained at $1,250,000 based on the F.W. Cook peer company data which
indicated that this level approximated the 75th percentile.
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Prior to his appointment as Chief Financial Officer effective June 30, 2008, Mr. Read served as Executive Vice
President of Finance for Worldwide Operations. As part of the Committee�s annual review of base salaries, the
Committee recommended and the Board approved an increase in Mr. Read�s base salary from $400,000 to $475,000.
This increase was made to approximate the 75th percentile of the Radford survey data for the second most senior
finance executive, after applying a premium of 10% to take into account that Mr. Read reported directly to the CEO.
On May 14, 2008, Mr. Read was appointed Chief Financial Officer effective June 30, 2008. In recognition of
Mr. Read�s appointment, Mr. Read�s base salary was increased to $600,000 effective May 15, 2008 and was set at
between the median and 75th percentile of the peer company data for his position.

Base salary levels for the other named executive officers (other than Mr. Smach) were increased as follows:
Mr. Clarke�s base salary was increased from $490,000 to $550,000 (paid in Canadian dollars), in order to pay a level of
base salary closer to the 75th percentile; Mr. Burke�s base salary was increased from $375,000 to $450,000, also to pay
a level of base salary closer to the 75th percentile; and Ms. Schiff�s base salary was increased from $350,000 to
$425,000, which represented the largest percentage increase for our named executive officers other than Mr. Read, but
reflected a level below the median of the peer company data.

Annual Incentive Bonus Plan

Through our annual incentive bonus plan, we seek to provide pay for performance by linking incentive awards to
company and business unit performance.

Key features of the bonus plan in fiscal 2009 were as follows:

�  performance targets were based on key company and business unit financial metrics

�  performance targets were measured on a quarterly basis in the cases of the first two fiscal quarters and a
quarterly and/or six month basis in the cases of the third and fourth fiscal quarters

�  the financial goals varied based on each executive�s responsibilities, with a substantial weighting on
business unit financial metrics for business unit executives

�  certain performance measures were calculated on a non-GAAP basis and excluded after-tax intangible
amortization, stock-based compensation expense, gains and losses from divestitures, and certain
restructuring and other charges, subject to approval by the Committee. We excluded these items in order to
arrive at more meaningful period-to-period comparisons of our ongoing operating results

�  bonuses were based entirely on achievement of financial performance objectives; there is no individual
performance component

�  each executive�s target bonus was set at a percentage of base salary, based on the level of the executive�s
responsibilities

Ø  the CEO�s target bonus was set at 150% of base salary and the CFO�s target bonus was set at 100% of
base salary

Ø  for executives other than the CEO and CFO, the target bonus was set at a range of between 60% and
80% of base salary

�  
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payout opportunities for each bonus component ranged from 50% of target to a maximum of 300% of target
(200% in the cases of the CEO and CFO)

�  for the third and fourth fiscal quarters, the plan provided a minimum payout of 50% of target for certain
company financial metrics
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The Committee recommended and our Board approved different performance metrics for our Chief Executive Officer
and Chief Financial Officer as compared with other executives, and different performance metrics for corporate
officers as compared with business unit executives. In addition, we varied the weightings for certain performance
metrics among different executives, in order to better align individual awards with our business strategy. For example,
we placed a greater emphasis on revenue growth for our Computing sector than for our Infrastructure sector, but
placed a greater emphasis on profit after interest growth for our Infrastructure sector than for our Computing sector.

Modification of Performance Metrics during Fiscal 2009

We modified the performance metrics used in our annual incentive plan on December 1, 2008 as a result of the
deteriorating macroeconomic conditions and its effects on the company�s performance. The performance metrics
initially approved and which remained in effect for the first two fiscal quarters were as follows:

�  for our CEO and CFO, bonuses were based on achievement of year-over-year quarterly EPS growth;
however, in Mr. Read�s case, his bonus for the first quarter was based on the metrics that applied to his
former position as Executive Vice President of Finance for Worldwide Operations, which were
achievement of year-over-year quarterly EPS growth, revenue growth and profit after interest growth;

�  Mr. Clarke�s bonus was based on achievement of year-over-year quarterly EPS growth, and revenue growth
and profit after interest growth at his business unit (Infrastructure);

�  Mr. Burke�s bonus was based on achievement of year-over-year quarterly EPS growth, and revenue growth
and profit after interest growth at his business unit (Computing); and

�  Ms. Schiff�s bonus was based on achievement of year-over-year quarterly EPS growth, revenue growth,
profit after interest growth, and SG&A reduction.

On December 1, 2008, the Committee recommended and our Board approved modifications to the performance
metrics for the third and fourth fiscal quarters, as follows:

�  for our CEO and CFO, bonuses were based on achievement of quarterly EPS and inventory reduction
targets and six-month free cash flow targets (which we refer to as the �company metric�);

�  Mr. Clarke�s bonus was based on achievement of the company metric and revenue growth and profit after
interest growth at his business unit (Infrastructure);

�  Mr. Burke�s bonus was based on achievement of the company metric and revenue growth and profit after
interest growth at his business unit (Computing); and

�  Ms. Schiff�s bonus was based on achievement of the company metric and SG&A-reduction targets.

Under the modified plan, Messrs. Clarke and Burke also were eligible for an additional bonus of up to 10% and 8.75%
of their respective annual base salaries for each of the third and fourth fiscal quarters based upon achievement of
inventory reduction targets at their business units. The modified plan also provided for a minimum payout for the third
and fourth fiscal quarters of 50% of the target company metric.

Prior to the plan modifications, the plan allocated 50% of the bonus opportunity to annual targets and 50% to
achievement of quarterly targets. As part of the modification, the annual targets were eliminated so that 100% of the
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bonus opportunity was allocated to the achievement of quarterly performance targets (other than with respect to the
six-month free cash flow target discussed above).

With the deteriorating macroeconomic environment accelerating in our third fiscal quarter, we increased our business
focus on controlling costs and managing our working capital to improve cash flow. As a result of this shift in our
business focus, and projected decreases in revenue, the Committee recommended
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and our Board approved the above-described modifications in the annual incentive plan performance metrics for our
third and fourth fiscal quarters. We believe that these changes were appropriately designed to motivate our executives
to execute the operational strategies necessitated by the unprecedented economic environment.

Annual Incentive Awards for the CEO and CFO

Mr. McNamara was eligible for a bonus award based on year-over-year quarterly EPS growth in the first and second
fiscal quarters, and achievement of quarterly EPS and inventory reduction targets and six-month free cash flow targets
for the third and fourth fiscal quarters. Mr. McNamara�s annual target bonus was 150% of base salary.

For the first fiscal quarter, Mr. Read was eligible for a bonus award based on year-over-year quarterly EPS growth,
revenue growth and profit after interest growth. Mr. Read�s target bonus for the first fiscal quarter was based on an
annual target of 70% of base salary. For the second through fourth fiscal quarters, Mr. Read�s bonus eligibility was
based on the same performance measures as Mr. McNamara. Mr. Read�s target bonus for the second through fourth
fiscal quarters was based on an annual target of 100% of base salary.

The following table sets forth the payout level opportunities that were available for Messrs. McNamara and Read as a
percentage of their target awards for the first and second fiscal quarters (second quarter only in the case of Mr. Read)
based on different levels of performance. The quarterly target bonus was 37.5% of base salary for Mr. McNamara and
25.0% of base salary for Mr. Read. For performance levels between the levels presented in the table below, straight
line interpolation was used to arrive at the payout level:

Annual Incentive Bonus Payout Levels (Q1 and Q2)

Payout (% Target) 50% 75% 100% 150% 200%1

Adjusted EPS Growth 10.0% 12.5% 15.0% 18.8% 22.5%  

1 The plan also provided for a maximum payout of 200% if 18% adjusted EPS growth was achieved and the average
closing share price of the company�s ordinary shares for the month of March 2009 was at least $12.50.

Mr. Read�s payout level opportunities as a percentage of the target award for each performance measure for the first
fiscal quarter based on different levels of performance are set forth below. Mr. Read�s quarterly target bonus was
17.5% of base salary, with a weighting of 20% for the EPS growth metric, 40% for the revenue growth metric and
40% for the profit after interest growth metric. For performance levels between the levels presented in the table below,
straight line interpolation was used to arrive at the payout level:

Adjusted EPS Growth Revenue Growth
Profit After Interest (PAI)

Growth
EPS Growth Payout Revenue Growth Payout PAI Growth Payout

10.0% growth 50% payout 8.0% growth 50% payout 10.0% growth 50% payout

15.0% growth 100% payout 10.0% growth 100% payout 15.0% growth 100% payout
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18.8% growth 150% payout 12.5% growth 150% payout 18.8% growth 150% payout

22.5% growth 200% payout 15.0% growth 200% payout 22.5% growth 200% payout

26.3% growth 250% payout 20.0% growth 250% payout 26.3% growth 250% payout

30.0% growth 300% payout 25.0% growth 300% payout 30.0% growth 300% payout
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The following table sets forth the payout level opportunities that were available for Messrs. McNamara and Read as a
percentage of the target award for each performance measure for the third and fourth fiscal quarters based on different
levels of performance. The quarterly target bonus was 37.5% of base salary for Mr. McNamara and 25.0% of base
salary for Mr. Read, with a weighting of 20% for the EPS metric, 40% for the inventory reduction metric and 40% for
the free cash flow metric. For performance levels between the levels presented in the table below, straight line
interpolation was used to arrive at the payout level:

Annual Incentive Bonus Payout Levels (Q3 and Q4)

Payout (% Target) 50% 75% 100% 125% 150% 175% 200%

Q3 Adjusted EPS 0.21 0.22 0.23 0.24 0.25 0.26 0.27

Q3 Inventory Reduction $250M $275M $300M $325M $350M $375M $400M

Q3 & Q4 Free Cash Flow $500M $550M $600M $650M $700M $750M $800M

Q4 Adjusted EPS 0.02 0.03 0.04 0.045 0.05 0.06 0.07

Q4 Inventory Reduction $250M $275M $300M $325M $350M $375M $400M

Q3 & Q4 Free Cash Flow $500M $550M $600M $650M $700M $750M $800M

For the inventory reduction metric, the incentive plan allowed for recoupment of bonus opportunities based on
aggregate third and fourth quarter performance.

The adjusted EPS growth performance metric (and in Mr. Read�s case, the profit after interest performance metric for
the first fiscal quarter) applicable for the first two fiscal quarters and the adjusted EPS and cash flow targets applicable
for the third and fourth fiscal quarters were calculated on an adjusted basis to exclude after-tax intangible
amortization, stock-based compensation expense, gains and losses from divestitures, and certain restructuring and
other charges, subject to approval by the Committee.

The following table sets forth the actual quarterly and total payout levels, both as a percentage of target and of base
salary, for Messrs. McNamara and Read:

Payout CEO CFO
Period (% Target) Actual Payout % (as a % of Base Salary) Actual Payout % (as a % of Base Salary)
Q1 200% 75.0% 49.175%1

Q2 0% 0% 0%

Q3 80% 30.0% 20.0%
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Q4 160% 60.0% 40.0%

Total 165.0% 109.175%

1 For the first fiscal quarter, Mr. Read�s bonus was calculated as described above under �-- Annual Incentive Bonus
Payout Levels (Q1 and Q2)�. Based on achievement of performance measures, Mr. Read�s first quarter payout as a
percent of target was 281%. Based on the quarterly target bonus of 17.5% of base salary, this yielded a payout of
49.175% of his base salary for his first quarter bonus, which was applied to his base salary as in effect at the end of
the first quarter.
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First quarter year-over-year adjusted EPS growth exceeded the maximum performance level, resulting in a payout of
200% of target. Second quarter year-over-year adjusted EPS growth was a negative 50% (without making adjustment
for charges of $129 million primarily relating to financially distressed customers), resulting in no payout. For the third
quarter, the threshold adjusted EPS target was not achieved, but inventory reduction was achieved at a 200% payout
level. For the fourth quarter, the threshold adjusted EPS target was not achieved and inventory reduction was achieved
at a 200% payout level. For the fourth quarter, free cash flow was achieved at a 200% payout level. On an aggregate
basis, bonus payouts were 110% of target for Mr. McNamara and 117.14% of target for Mr. Read.

Annual Incentive Awards for NEOs other than the CEO and CFO

For the first two fiscal quarters, Messrs. Clarke and Burke were eligible for bonus awards based on year-over-year
EPS growth and year-over-year revenue and profit after interest growth at their respective business units. Mr. Clarke�s
annual target bonus was 80% of base salary and Mr. Burke�s annual target bonus was 70% of base salary. Actual
payout level opportunities ranged from 50% to 300% of target. The weightings of the performance metrics for
Mr. Clarke were 20% for EPS growth, 25% for business unit revenue growth and 55% for business unit profit after
interest growth. Business unit profit after interest was calculated on an adjusted non-GAAP basis to exclude after-tax
intangible amortization, stock-based compensation expense, gains and losses from divestitures, and certain
restructuring and other charges, and to include a 12% cost of capital charge based on the average three month working
capital balances. The weightings of the performance metrics for Mr. Burke were 20% for EPS growth, 40% for
business unit revenue growth and 40% for business unit profit after interest growth. We treat the business unit profit
after interest performance measure as confidential. We set these measures at levels designed to motivate
Messrs. Clarke and Burke to achieve operating results at their respective business units in alignment with our business
strategy with payout opportunities at levels of difficulty consistent with the corresponding corporate level metric.

For the first two fiscal quarters, Ms. Schiff was eligible for a bonus award based on year-over-year EPS growth,
revenue growth, profit after interest growth and SG&A reduction, all calculated at the corporate level. Ms. Schiff�s
annual target bonus was 60% of base salary. Actual payout levels ranged from 50% to 300% of target. The weightings
of the performance metrics for Ms. Schiff were 20% for EPS growth, 30% for revenue growth, 30% for profit after
interest growth and 20% for SG&A reduction. The SG&A reduction measure was calculated on an adjusted,
non-GAAP basis consistent with the basis utilized for other non-GAAP measures.

For the third and fourth fiscal quarters, Messrs. Clarke�s and Burke�s bonus eligibility was modified to replace the EPS
growth metric with the company metric (the same metric used for Messrs. McNamara and Read). Actual payout level
opportunities were modified slightly to cap the payout opportunity for the company metric at 200% versus a
maximum payout opportunity of 300% for the EPS growth metric that applied in the first two fiscal quarters. In
addition, Messrs. Clarke and Burke also were eligible for an additional bonus of up to 10% and 8.75% of their
respective annual base salaries for each of the third and fourth fiscal quarters based upon achievement of inventory
reduction targets at their business units. We treat the business unit inventory reduction measure as confidential. We set
these measures at levels designed to motivate Messrs. Clarke and Burke to achieve inventory reduction levels at their
respective business units in alignment with our business strategy with payout opportunities at levels of difficulty
consistent with the corresponding corporate level metric.

For the third and fourth fiscal quarters, Ms. Schiff was eligible for a bonus award based on achievement of quarterly
EPS, inventory reduction, and SG&A reduction targets and six-month free cash flow targets. Actual payout level
opportunities were modified slightly to cap the payout opportunity for all of the metrics, other than SG&A reduction,
to 200% versus a maximum payout opportunity of 300% that applied in the first two fiscal quarters. The weightings of
the performance metrics for Ms. Schiff were 25% for each metric.
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The following table sets forth the payout level opportunities that were available for Messrs. Clarke and Burke as a
percentage of the target award for EPS growth (calculated at the corporate level) and revenue growth (calculated at the
business unit level) for the first and second fiscal quarters based on different levels of performance. The quarterly
target bonus was 20.0% of base salary for Mr. Clarke and 17.5% of base salary for Mr. Burke. For performance levels
between the levels presented in the table below, straight line interpolation was used to arrive at the payout level:

EPS Growth1 Revenue Growth
EPS Growth Payout Revenue Growth Payout

10.0% growth 50% payout 8.0% growth 50% payout

15.0% growth 100% payout 10.0% growth 100% payout

18.8% growth 150% payout 12.5% growth 150% payout

22.5% growth 200% payout 15.0% growth 200% payout

26.3% growth 250% payout 20.0% growth 250% payout

30.0% growth 300% payout 25.0% growth 300% payout

1 As discussed above, for the third and fourth fiscal quarters, the EPS Growth metric was replaced with the company
metric and the maximum payout level for the company metric was 200%. In addition, Messrs. Clarke and Burke
were eligible for additional bonuses based on inventory reduction at their business units in the third and fourth
fiscal quarters.

The weightings given to the performance metrics for Messrs. Clarke and Burke were as follows:

Business Unit Revenue Business Unit Profit After
EPS Growth Growth Interest Growth

Mr. Clarke 20% 25% 55%

Mr. Burke 20% 40% 40%
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Ms. Schiff�s payout level opportunities as a percentage of the target award for each performance measure for the first
and second fiscal quarters based on different levels of performance are set forth below. Ms. Schiff�s quarterly target
bonus was 15.0% of base salary, with a weighting of 20% for the EPS growth metric, 30% for the revenue growth
metric, 30% for the profit after interest growth metric, and 20% for the SG&A reduction metric. For performance
levels between the levels presented in the table below, straight line interpolation was used to arrive at the payout level:

Profit After Interest (PAI)
EPS Growth Revenue Growth Growth SG&A Reduction

EPS
Growth Payout Revenue Growth Payout PAI Growth Payout SG&A Level Payout

10.0% growth 50% payout 8.0% growth 50% payout 10.0% growth 50% payout 2.14%
(% sales)

50% payout

15.0% growth 100% payout 10.0% growth 100% payout 15.0% growth 100% payout 2.09%
(% sales)

100% payout

18.8% growth 150% payout 12.5% growth 150% payout 18.8% growth 150% payout 2.04%
(% sales)

150% payout

22.5% growth 200% payout 15.0% growth 200% payout 22.5% growth 200% payout 1.99%
(% sales)

200% payout

26.3% growth 250% payout 20.0% growth 250% payout 26.3% growth 250% payout 1.94%
(% sales)

250% payout

30.0% growth 300% payout 25.0% growth 300% payout 30.0% growth 300% payout 1.89%
(% sales)

300% payout

The following table sets forth the payout level opportunities that were available for Ms. Schiff as a percentage of the
target award for each performance measure for the third and fourth fiscal quarters based on different levels of
performance. The weightings for the performance measures were 25% for each metric. For performance levels
between the levels presented in the table below, straight line interpolation was used to arrive at the payout level:

Payout (% Target) 50% 75% 100% 125% 150% 175% 200% 300%

Q3 Adjusted EPS 0.21 0.22 0.23 0.24 0.25 0.26 0.27 n/a

Q3 Inventory Reduction $250M $275M $300M $325M $350M $375M $400M n/a

Q3 & Q4 Free Cash Flow $500M $550M $600M $650M $700M $750M $800M n/a

Q3 Adjusted SG&A $188M $186M $184M $182M $180M $178M $176M $168M
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Q4 Adjusted EPS 0.02 0.03 0.04 0.045 0.05 0.06 0.07 n/a

Q4 Inventory Reduction $250M $275M $300M $325M $350M $375M $400M n/a

Q3 & Q4 Free Cash Flow $500M $550M $600M $650M $700M $750M $800M n/a

Q4 Adjusted SG&A $171M $169M $167M $165M $164M $162M $160M $153M

For the inventory reduction metric, the incentive plan allowed for recoupment of bonus opportunities based on
aggregate third and fourth quarter performance.
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The following table sets forth the actual quarterly and total payout levels, both as a percentage of target and of base
salary, for Messrs. Clarke and Burke and Ms. Schiff:

M. Clarke M. Clarke S. Burke S. Burke C. Schiff
Payout Actual Payout % Payout Actual Payout % Payout C. Schiff

Period (% Target) (as a % of Base Salary) (% Target) (as a % of Base Salary) (% Target) Actual Payout % (as a % of Base Salary)
Q1 151.9% 30.4% 160.6% 28.1% 260.6% 39.1%

Q2 165.0% 33.0% 0.0% 0.0% 120.0% 18.0%

Q3 66.0% 13.2% 66.0% 11.6% 73.5% 11.0%

Q4 82.0% 16.4% 82.0% 14.4% 131.6% 19.7%

Total 93.0% 54.1% 87.8%

Long-Term Incentive Programs

Three-Year Performance Plan (fiscal 2007 through fiscal 2009)

In fiscal year 2007, the Committee recommended and the Board approved a three-year cash incentive bonus plan. The
three-year performance plan was designed to reward the named executive officers and certain other senior officers
based upon the achievement by the company of a three-year compounded annual revenue growth rate and a three-year
compounded annual EPS growth rate, provided that the individual receiving the bonus continued to remain employed
by the company. Under this plan, each of the named executive officers (other than Mr. Smach, who retired effective
June 30, 2008) was eligible for a bonus of up to $1,000,000 following the close of the 2009 fiscal year if certain
pre-established targets were achieved. For purposes of determining achievement of these targets, the plan used
non-GAAP measures on the basis discussed above under �� Annual Incentive Bonus Plan.� The Board established the
three-year cash incentive bonus plan to focus senior management on achievement of sustained EPS and revenue
growth at levels which would have resulted in payment of the $1,000,000 maximum bonus only if the company
performed significantly better than internal targets, with a lesser bonus opportunity if the company achieved its
internal targets. The three-year bonus plan provided for a bonus of $1,000,000 if the company achieved both a
three-year compounded annual revenue growth rate of at least 15% and a three-year compounded annual EPS growth
rate of at least 20%, and also provided for a bonus of $750,000 if the company achieved both a three-year
compounded annual revenue growth rate of at least 10% and a three-year compounded annual EPS growth rate of at
least 15%. No bonus would be awarded if the company failed to achieve the target performance level required for the
lesser bonus. Although the company achieved a three-year compounded annual revenue growth rate of 26.5%, the
company�s three-year compounded annual EPS growth rate was 2.4%. Accordingly, no bonuses were awarded under
this plan.

Three-Year Performance Plan (fiscal 2009 through fiscal 2011)

In fiscal year 2009, the Committee recommended and the Board approved a three-year incentive bonus plan. The
three-year performance plan is designed to reward the named executive officers and certain other senior officers based
upon the achievement by the company of three-year compounded annual EPS growth rates, provided that the
individual receiving the bonus remains employed by us at the time the bonus is paid. Under this plan, maximum cash
bonuses that may be earned based on performance are as follows: Mr. McNamara -- $4,000,000; Mr. Read --
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$1,250,000; Mr. Clarke -- $625,000; Mr. Burke -- $625,000; and Ms. Schiff -- $500,000. For purposes of determining
achievement of performance levels, the plan uses non-GAAP measures on the basis discussed above under ��Annual
Incentive Bonus Plan.� The Board established the three-year cash incentive bonus plan to focus senior management on
achievement of sustained EPS growth at levels which result in payment of the maximum bonus only if the company
performs

-33-

Edgar Filing: GUARANTY FEDERAL BANCSHARES INC - Form 8-K

Table of Contents 20



Table of Contents

significantly better than internal targets, with a lesser bonus opportunity if the company achieves its internal targets. If
the company fails to achieve the threshold performance level, no bonus will be awarded. As a result of the
dramatically deteriorating macroeconomic climate, which has slowed demand for our customers� products, and the
resulting decrease in our expected operating results, management of the company believes that achievement of the
performance measures for the three-year performance plan is no longer probable and these bonuses are not expected to
be paid.

For additional information about the three-year incentive bonus plan, please refer to the Grants of Plan-Based Awards
in Fiscal Year 2009 table, which shows the threshold, target and maximum amounts payable under the plan.

As discussed under �Competitive Positioning,� the Committee and the Board seek to set total target direct compensation
at the 75th percentile of our peer companies, subject to individual variances. In structuring the three-year incentive
bonus plan, the Committee and the Board assigned a value to the awards equal to one-third of the threshold payout
level for purposes of competitive benchmarking.

Stock-based Compensation

Stock Options and Share Bonus Awards

The Committee grants stock options and share bonus awards (the equivalent of restricted stock units), which are
designed to align the interests of the named executive officers with those of our shareholders and provide each
individual with a significant incentive to manage the company from the perspective of an owner, with an equity stake
in the business. These awards are also intended to promote executive retention, as unvested stock options and share
bonus awards generally are forfeited if the executive voluntarily leaves the company. Each stock option allows the
executive officer to acquire our ordinary shares at a fixed price per share (the market price on the grant date) over a
period of seven to ten years, thus providing a return to the officer only if the market price of the shares appreciates
over the option term. Share bonus awards are structured as either service-based awards, which vest if the executive
remains employed through the vesting period, or performance-based awards, which vest only if pre-established
performance measures are achieved. Before the share bonus award vests, the executive has no ownership rights in our
ordinary shares.

The size of the option grant or share bonus award to each executive officer generally is set at a level that is intended to
create a meaningful opportunity for share ownership based upon the individual�s current position with the company,
but the Committee and Board also take into account (i) the individual�s potential for future responsibility and
promotion over the term of the award, (ii) the individual�s performance in recent periods, and (iii) the number of
options and share bonus awards held by the individual at the time of grant. In addition, the Committee and Board
consider competitive equity award data, and determine award size consistent with the Committee�s and our Board�s
objective of setting long-term incentive compensation at the 75th percentile of our peer companies, subject to
individual variances.

As part of the annual compensation review process, the Committee recommended and the Board approved a shift from
the granting of share bonus awards and no options in fiscal year 2008 to granting both share bonus awards and options
in fiscal year 2009, with a greater weighting to options. This shift was designed to create greater alignment of interests
with shareholders and to reward the company�s employees for the successful integration of the Solectron acquisition.
The equity grant strategy in fiscal year 2008 had been focused on retention of senior management by awarding share
bonus awards with three-and four-year vesting schedules, with the vesting of 50% of the share bonus awards
contingent upon achievement of certain performance measures. The Committee and Board also determined to limit
option grants to seven-year terms to reduce the compensation expense and long-term overhang.
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Administration of Equity Award Grants

The Committee grants options with exercise prices set at the market price on the date of grant, based on the closing
market price. Our current policy is that options and share bonus awards granted to executive officers are only made
during open trading windows. Awards are not timed in relation to the release of material information. Our current
policy provides that grants to non-executive new hires and follow on grants to non-executives are made on
pre-determined dates in each fiscal quarter.

Grants During Fiscal Year 2009

The number of stock options and share bonus awards granted to the named executive officers in fiscal year 2009, and
the grant-date fair value of these awards determined in accordance with SFAS 123(R), are shown in the Grants of
Plan-Based Awards in Fiscal Year 2009 table.

As part of the annual compensation review process, the Committee recommended and the Board approved the
following options grants for our named executive officers: Mr. McNamara � 4 million options; Mr. Read � 1.4 million
options; Mr. Clarke � 600,000 options; Mr. Burke � 400,000 options; and Ms. Schiff � 300,000 options. The options have
seven-year terms and vest 25% on the first anniversary of the grant and in 36 monthly installments thereafter.
One-half of the options granted to Mr. McNamara and Mr. Read provide that the options may not be exercised unless
the market price of the company�s shares at the time of exercise is at least $12.50.

The Committee also recommended and the Board approved performance-based share bonus awards based on the same
performance measures as under the three-year performance plan discussed under �� Long-Term Incentive Programs --
Three-Year Performance Plan (fiscal 2009 through fiscal 2011).� Under these awards, the maximum number of shares
that the named executive officers may earn based on performance is as follows: Mr. McNamara � 500,000 shares;
Mr. Read � 200,000 shares; Mr. Clarke � 90,000 shares; Mr. Burke � 90,000 shares; and Ms. Schiff � 60,000 shares. If the
company fails to achieve the threshold performance level, no shares will vest. As a result of the dramatically
deteriorating macroeconomic climate, which has slowed demand for our customers� products, and the resulting
decrease in our expected operating results, management of the company believes that achievement of the performance
measures for the three-year performance plan is no longer probable and these share bonus awards are not expected to
vest.

Mr. Burke also received a special share bonus award for 50,000 shares which will vest on the third anniversary of the
grant date if Mr. Burke continues to remain an employee.

As discussed under �Competitive Positioning,� the Committee and the Board seek to set total target direct compensation
at the 75th percentile of our peer companies, subject to individual variances. In structuring the annual awards of
options and share bonus awards, for purposes of competitive benchmarking, the Committee and the Board assigned a
value to the performance-based share bonus awards equal to one-third of the threshold payout level. In addition, the
Committee and the Board considered the CEO and CFO option grants as two-year awards and therefore considered
the value of one-half of such grants for competitive benchmarking purposes.

In December 2008 and March 2009, the Committee recommended and the Board approved additional equity grants.
These grants were made in response to the global economic crisis in order to retain and incentivize our employees,
including our executives. Option grants made to the named executive officers in December 2008 were as follows:
Mr. McNamara � 2 million options; Mr. Read � 2 million options; Mr. Clarke � 600,000 options; Mr. Burke � 400,000
options; and Ms. Schiff � 300,000 options. These options have seven-year terms and vest 25% on June 2, 2009 and
25% annually thereafter. In March 2009, the Committee recommended and the Board approved an additional option
grant to Mr. McNamara for 2,000,000 shares and a service-based share bonus award for 500,000 shares. The options
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vest 25% on June 2, 2009 and 25% annually thereafter, and the share bonus award vests in three equal annual
installments beginning March 2, 2010. In making these grants to the named executive officers, the Committee and the
Board considered the impact of the company�s share price on the carried interest value of the executives�
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equity holdings (including the effects of the global economy on the attainability of outstanding performance-based
awards) and the desirability of making additional equity awards to provide for adequate retention.

For purposes of determining achievement of performance targets for performance-based share bonus awards, the
Committee uses non-GAAP measures on the basis discussed above under �� Annual Incentive Bonus Plan.�

Deferred Compensation

Each of the named executive officers participates in a deferred compensation plan or arrangement. These plans and
arrangements are intended to promote retention by providing a long-term savings opportunity on a tax-efficient basis.
Mr. McNamara participates in the company�s senior executive deferred compensation plan (referred to as the senior
executive plan). Following his appointment as Chief Financial Officer, Mr. Read also became a participant in the
senior executive plan effective January 1, 2009. Mr. Read participated in the company�s senior management deferred
compensation plan (referred to as the senior management plan) prior to his appointment as Chief Financial Officer.
Messrs. Clarke and Burke and Ms. Schiff participate in the senior management plan. As discussed below, we have
made deferred long-term incentive bonuses so that a significant component of the named executive officers�
compensation serves a retentive purpose, as the bonuses only will vest if the executive remains in the company�s active
employment. In structuring the executive deferred compensation arrangements, the Committee and the Board also
sought to provide an additional long-term savings plan for the executives in recognition that we do not otherwise
provide these executives with a pension plan or any supplemental executive retirement benefits.

Deferred Compensation for Messrs. McNamara and Read. Under the senior executive plan, a participant may defer up
to 50% of his salary and up to 100% of his cash bonuses. In addition, at the Committee�s and the Board�s discretion,
awards for deferred long-term incentive bonuses may be awarded in return for services to be performed in the future.
During fiscal year 2006, the Committee recommended and the Board approved a deferred bonus for Mr. McNamara of
$5,000,000. The deferred bonus (together with earnings) for Mr. McNamara vests as follows: (i) 10% vested on
April 1, 2006; (ii) 15% vested on April 1, 2007; (iii) 20% vested on April 1, 2008; (iv) 25% vested on April 1, 2009;
and (v) 30% will vest on April 1, 2010.

During fiscal year 2009, in recognition of his appointment as Chief Financial Officer, the Committee recommended
and the Board approved an initial one-time funding payment of $2,000,000 for Mr. Read in the senior executive plan.
The deferred bonus (together with earnings) for Mr. Read will vest as follows: (i) 10% will vest on January 1, 2010;
(ii) 15% will vest on January 1, 2011; (iii) 20% will vest on January 1, 2012; (iv) 25% will vest on January 1, 2013;
and (v) 30% will vest on January 1, 2014. Prior to his appointment as Chief Financial Officer, Mr. Read was a
participant in the senior management plan. As part of the annual contribution, Mr. Read was eligible to receive a
contribution equal to 30% of his base salary. During fiscal year 2009, the Committee recommended and the Board
approved a contribution of $180,000 (equal to 30% of his base salary). These contributions (together with earnings)
will vest as follows: (i) one-third will vest on July 1, 2012; (ii) one-half of the remaining balance will vest on July 1,
2013; and (iii) the remaining balance will vest on July 1, 2014.

Any unvested portions of the deferred bonuses for Mr. McNamara and Mr. Read (with respect to his senior executive
plan account) will become 100% vested upon a change of control (as defined in the senior executive plan) if they are
employed at that time or if their employment is terminated as a result of death or disability. Other than in cases of
death or disability or a change of control, any unvested amounts will be forfeited if the executive�s employment is
terminated, unless otherwise provided in a separation agreement. With respect to Mr. Read�s senior management plan
account, 100% will become vested in the case of his death and a percentage of the unvested portion of Mr. Read�s
senior management account will become vested in the event of a change of control (as defined in the senior
management plan), in an amount equal to the number of months from July 1, 2005 through July 1, 2014, divided by
108. Any portion of his senior management plan
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account that remains unvested after a change of control shall continue to vest in accordance with the original vesting
schedule.

Deferred Compensation for Mr. Clarke. During fiscal year 2008, the Committee recommended and the Board
approved an initial one-time funding payment of $366,355 for Mr. Clarke in the senior management plan. Beginning
with fiscal year 2009, Mr. Clarke received and may continue to receive a contribution equal to 15% of his base salary.
The percentage of deferred compensation for Mr. Clarke has been revised to reflect his participation in the company�s
Canadian defined contribution pension program as well as other benefits provided to him as part of his expatriate
assignment package. During fiscal year 2009, the Committee recommended and the Board approved a contribution of
$82,500 (equal to 15% of his base salary). These contributions (together with earnings) will vest as follows:
(i) one-third will vest on July 1, 2012; (ii) one-half of the remaining balance will vest on July 1, 2013; and (iii) the
remaining balance will vest on July 1, 2014.

Deferred Compensation for Mr. Burke. During fiscal year 2007, the Committee recommended and the Board
approved an initial one-time funding payment of $400,000 for Mr. Burke in the senior management plan. Beginning
with 2008, Mr. Burke has received and may continue to receive a contribution equal to 30% of his base salary. During
fiscal year 2009, the Committee recommended and the Board approved a contribution of $135,000 (equal to 30% of
his base salary). These contributions (together with earnings) will vest as follows: (i) one-third will vest on July 1,
2015; (ii) one-half of the remaining balance will vest on July 1, 2016; and (iii) the remaining balance will vest on
July 1, 2017.

Deferred Compensation for Ms. Schiff. Beginning with 2005, Ms. Schiff has received and may continue to receive a
contribution equal to 30% of her base salary under the senior management plan. In addition, during fiscal year 2007,
the Committee recommended and the Board approved a special discretionary deferred bonus for Ms. Schiff of
$250,000. During fiscal year 2009, the Committee recommended and the Board approved a contribution for
Ms. Schiff of $127,500 (equal to 30% of her base salary). These contributions (together with earnings) will vest as
follows: (i) one-third will vest on the first July 1st that occurs at least one year after the day that the sum of her age
and years of service with the company equals or exceeds 60; (ii) one-third will vest one year after the first vesting
date; and (iii) one-third will vest two years after the first vesting date.

Any unvested portions of the deferral accounts of Messrs. Clarke and Burke and Ms. Schiff will become 100% vested
if their employment is terminated as a result of his or her death. In the event of a change of control (as defined in the
senior management plan), a portion of the deferral account will vest, calculated as a percentage equal to the number of
months of service from November 10, 2006 to July 1, 2017, divided by 128 for Mr. Burke, the number of service
months from July 1, 2007 to July 1, 2014, divided by 84 for Mr. Clarke, and the number of months from July 1, 2005
to July 1, 2014, divided by 144 for Ms. Schiff. Any portion of their deferral accounts that remains unvested after a
change of control shall continue to vest in accordance with the original vesting schedule. Other than in cases of death
or a change of control, any unvested amounts will be forfeited if the executive�s employment is terminated, unless
otherwise provided in a separation agreement.

Deferred Compensation for Mr. Smach. Prior to this resignation, Mr. Smach was a participant in the senior executive
plan. During fiscal year 2006, the Committee recommended and the Board approved a deferred bonus for Mr. Smach
of $3,000,000. The deferred bonus (together with earnings) for Mr. Smach originally was scheduled to vest as follows:
(i) 10% vested on April 1, 2006; (ii) 15% vested on April 1, 2007; (iii) 20% vested on April 1, 2008; (iv) an additional
25% was to vest on April 1, 2009; and (v) an additional 30% was to vest on April 1, 2010. As discussed below under ��
� Thomas J. Smach Separation Agreement�, $841,353 of Mr. Smach�s deferral account was accelerated to vest on
June 30, 2008 and $1 million of his deferral account (together with earnings) will vest on December 31, 2009, subject
to compliance with the terms of his separation agreement.
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(ii) company contributions to the deferral accounts, (iii) earnings on the deferral accounts, and (iv) deferral account
balances as of the end of fiscal year 2009, see the section entitled �Executive
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Compensation � Nonqualified Deferred Compensation in Fiscal Year 2009.� The deferral accounts are unfunded and
unsecured obligations of the company, receive no preferential standing, and are subject to the same risks as any of the
company�s other general obligations.

Benefits

Executive Perquisites

Perquisites represent a small part of the overall compensation program for the named executive officers. In fiscal year
2009, we paid the premiums on long-term disability insurance for all NEOs (other than Mr. Clarke), provided tax
preparation assistance to Mr. Read and reimbursed Mr. Clarke for relocation costs associated with his international
assignment. In addition, we reimbursed Mr. McNamara for taxes due upon vesting of a portion of his deferred
bonuses. These and certain other benefits are quantified under the �All Other Compensation� column in the Summary
Compensation Table.

While company aircraft are generally used for company business only, certain executives, including our Chief
Executive Officer and Chief Financial Officer and their spouses and guests may be permitted to use company aircraft
for personal travel. We calculate the incremental cost to the company for use of the company aircraft by using an
hourly rate for each flight hour. The hourly rate is based on the variable operational costs of each flight, including
fuel, maintenance, flight crew travel expense, catering, communications and fees, including flight planning, ground
handling and landing permits. To the extent any travel on company aircraft resulted in imputed income to the
executive officer in fiscal year 2009, the company provided gross-up payments to cover the executive officer�s
personal income tax due on such imputed income. These benefits are quantified under the �All Other Compensation�
column in the Summary Compensation Table.

401(k) Plan; Canada Defined Contribution Pension Plan

Under our 401(k) Plan, all of our employees are eligible to receive matching contributions. The matching contribution
for fiscal year 2009 was dollar for dollar on the first 3% of each participant�s pre-tax contributions, plus $0.50 for each
dollar on the next 2% of each participant�s pre-tax contributions, subject to maximum limits under the Internal
Revenue Code. We do not provide an excess 401(k) plan for our executive officers. Messrs. McNamara, Read and
Burke and Ms. Schiff participate in the program.

In response to the global economic downturn we reviewed all employee-related expenses and explored ways to control
these expenses. Effective March 15, 2009, the company suspended the matching pre-tax 401(k) contributions made to
the 401(k) Plan for all employees classified by the company as salaried (exempt) employees. The match was not
suspended for employees participating in the plan who are classified by the company as hourly (non-exempt)
employees. The matches for Messrs. McNamara, Read and Burke and Ms. Schiff were suspended as a result of this
action.

Mr. Clarke participates in the company�s Canadian Defined Contribution pension plan. The Canadian plan is made up
of three components, as follows: (i) the Defined Contribution (DC) Pension Plan, where Flextronics makes monthly
contributions equal to 2% of an employee�s earnings; (ii) a Group Registered Retirement Savings Plan (RRSP)/After
Tax Savings Vehicle (ATSV), where employees can make optional contributions to a Group RRSP/ATSV; and (iii) a
Deferred Profit Sharing Plan (DPSP), where Flextronics will match any contributions made to the Group
RRSP/ATSV. The company will match 50% of the first 6% of the earnings contributed by an employee.

Other Benefits
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vision, group life, disability, and accidental death and dismemberment insurance, in each case on the same basis as
other employees, subject to applicable law.
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Termination and Change of Control Arrangements

The named executive officers are entitled to certain termination and change of control benefits under their deferred
compensation plans and under certain of their equity awards. These benefits are described and quantified under the
section entitled �Executive Compensation � Potential Payments Upon Termination or Change of Control.� As
described in that section, if there is a change of control of the company, the entire unvested portion of the deferred
compensation accounts of Mr. McNamara and Mr. Read under the senior executive plan will accelerate, and a
percentage of the unvested portion of Messrs. Read�s, Clarke�s and Burke�s and Ms. Schiff�s deferred compensation
accounts under the senior management plan will accelerate based on their respective periods of service. The vesting of
Mr. Smach�s deferral accounts was governed by his separation agreement, which is discussed in the section entitled
�� Thomas J. Smach Separation Agreement� below. Under the terms of certain of our equity incentive plans and the form
of share bonus award agreement used for certain of our grants of share bonus awards to our employees (including our
executives), in the event of a change of control, each outstanding stock option and each unvested share bonus award
with such a provision shall automatically accelerate, provided that vesting shall not so accelerate if, and to the extent,
such award is either to be assumed or replaced. In addition, certain of Mr. McNamara�s options are subject to
acceleration if there is a change of control and his employment is terminated or his duties are substantially changed.
These arrangements are intended to attract and retain qualified executives who could have other job alternatives that
might offer greater security absent these arrangements. The Committee determined that a single trigger for
acceleration of the executives� deferred compensation accounts was appropriate in order to provide certainty of vesting
for benefits that represent the executives� primary source of retirement benefits. With respect to the acceleration
provisions under the company�s stock incentive plans, the Committee believes that these provisions provide our Board
with appropriate flexibility to address the treatment of options and share bonus awards in a merger or similar
transaction that is approved by our Board, while providing appropriate protections to our executives and other
employees in transactions which are not approved by our Board. With respect to certain of Mr. McNamara�s options,
the acceleration of vesting of options only occurs if Mr. McNamara remains with the company through the change of
control and is terminated or his duties are substantially changed, commonly referred to as a �double trigger.�

Thomas J. Smach Separation Agreement

Thomas J. Smach terminated his employment effective June 30, 2008. Under the terms of Mr. Smach�s separation
agreement, Mr. Smach received his quarterly bonus for the first fiscal quarter of fiscal 2009, without reduction of the
50% annual holdback, and was no longer eligible for any additional annual or long-term cash incentive bonuses. He
also received a severance payment of $700,000, which amount was grossed up for income taxes. In addition, the
vesting of $841,353 of Mr. Smach�s deferred compensation account was accelerated and vested on June 30, 2008,
while the remaining unvested balance of $1 million of the deferral account (together with earnings) will vest on
December 31, 2009, subject to Mr. Smach�s compliance with certain non-solicitation and non-competition covenants.
The separation agreement also provided for accelerated vesting of an aggregate of 216,666 shares (and the
cancellation of 75,000 shares) subject to share bonus awards granted in 2006 and 2007, and extended the
exercisability of an aggregate of 670,000 options until December 31, 2008. Mr. Smach also will receive continued
health coverage in accordance with the terms of his senior executive severance agreement with The Dii Group, which
was acquired by the company in 2000.

EXECUTIVE COMPENSATION

The following table sets forth the fiscal year 2007, 2008 and 2009 compensation for:

�  Michael M. McNamara, our chief executive officer;

�  Paul Read, our current chief financial officer;
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�  Thomas J. Smach, our former chief financial officer, who resigned from the company effective
June 30, 2008; and
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�  Michael J. Clarke, Sean P. Burke and Carrie L. Schiff, the three other most highly compensated
executive officers serving as executive officers at the end of our 2009 fiscal year.

The executive officers included in the Summary Compensation Table are referred to in this proxy statement as our
named executive officers. A detailed description of the plans and programs under which our named executive officers
received the following compensation can be found in the section entitled �Compensation Discussion and Analysis�
beginning on page 20 of this proxy statement. Additional information about these plans and programs is included in
the additional tables and discussions which follow the Summary Compensation Table.

Summary Compensation Table

Change in
Pension
Value
and

Nonqualified
Non-Equity Deferred

Stock Option
Incentive
Plan Compensation All Other

Name and Principal Salary Bonus Awards Awards Compensation Earnings Compensation Total
Position (1) Year ($) (2) ($) (3) ($) (4) ($) (5) ($) (6) ($) (7) ($) (8) ($)

Michael M. McNamara 2009 $  1,250,000 $ 812,895 $ 102,405 $  4,674,588 $  2,062,500 � $ 83,183 $ 8,985,571
Chief Executive Officer 2008 $ 1,250,000 $  2,200,000 $  2,388,437 $ 1,514,541 $ 3,750,000 � $ 23,522 $  11,126,500

2007 $ 1,000,000 $ 750,000 � $ 2,347,360 $ 3,000,000 $  144,444 $ 365,304 $ 7,607,108
Paul Read* 2009 $ 584,375 � $ 277,882 $ 1,535,412 $ 655,050 � $ 31,390 $ 3,084,109
Chief Financial Officer
Michael J. Clarke 2009 $ 550,000 � $ 403,144 $ 837,920 $ 511,422 � $ 341,686 $ 2,644,172
President, Infrastructure
Sean P. Burke 2009 $ 450,000 � $ 339,049 $ 634,022 $ 243,027 � $ 10,529 $ 1,676,627
President, Computing
Carrie L. Schiff 2009 $ 425,000 � $ 231,886 $ 314,110 $ 373,355 � $ 10,488 $ 1,354,839
Senior Vice President 2008 $ 350,000 � $ 474,160 $ 39,260 $ 753,125 � $ 9,500 $ 1,626,045
and General Counsel 2007 $ 300,000 $ 125,000 $ 121,534 $ 53,063 $ 469,294 $ 46,412 $ 26,713 $ 1,142,016
Thomas J. Smach** 2009 $ 175,000 � $ 980,529 $ 371,117 $ 350,000 � $  2,194,528 $ 4,071,174
Former Chief Financial 2008 $ 700,000 $ 600,000 $ 1,194,221 $ 1,362,357 $ 1,400,000 � $ 16,754 $ 5,273,332
Officer 2007 $ 650,000 $ 450,000 � $ 1,390,831 $ 1,300,000 $ 111,714 $ 246,137 $ 4,148,682

* Mr. Read was appointed as our Chief Financial Officer, effective June 30, 2008.
** Mr. Smach resigned effective June 30, 2008

(1) Information for fiscal years 2007 and 2008 is not included for Messrs. Read, Clarke and Burke, each of whom
was appointed an executive officer during fiscal year 2009.

(2) Messrs. McNamara and Read deferred a portion of their fiscal year 2009 salary under our senior executive
deferred compensation plan, which amounts are included in the Nonqualified Deferred Compensation in Fiscal
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Year 2009 table on page 49 of this proxy statement. Messrs. McNamara, Smach, and Burke and Ms. Schiff also
contributed a portion of their fiscal year 2009 salaries to their 401(k) savings plan accounts and Mr. Clarke
contributed a portion of his earnings to the company�s Canadian after tax savings plan. All amounts deferred are
included under this column. Mr. Clarke�s salary is converted to Canadian dollars immediately prior to payout
using the prevailing exchange rate on the effective date of the beginning of the pay periods beginning in January
and July of each year.

(3) For fiscal year 2009, this column shows the unvested portion of Mr. McNamara�s deferred compensation account
that vested on April 1, 2009. For additional information about the company�s deferred compensation
arrangements, see the section entitled �Compensation Discussion and Analysis � Fiscal Year 2009 Executive
Compensation � Deferred Compensation� beginning on page 36 of this proxy statement and the discussion under
the section entitled �Nonqualified Deferred Compensation in Fiscal Year 2009� beginning on page 48 of this
proxy statement.

(4) Stock awards consist of service-based and performance-based share bonus awards. The amounts in this column
do not reflect compensation actually received by the named executive officers nor do they reflect the actual value
that will be recognized by the named executive officers. Instead, the amounts reflect the compensation cost
recognized by us in fiscal years 2009, 2008 and 2007 for financial statement reporting purposes in accordance
with SFAS 123(R) for share bonus awards granted in and prior to fiscal year
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2009. The amounts in this column exclude the impact of estimated forfeitures related to service-based vesting
conditions. As a result of the dramatically deteriorating macro-economic climate, which has slowed demand for
our customers� products and the resulting decrease in our expected operating results, management believes that
achievement of the longer-term goals for the performance-based share bonus awards granted to our named
executive officers in April 2006, May 2007 and June 2008 are no longer probable and these awards are not
expected to vest. As a result, cumulative compensation expense previously recognized for these share bonus
awards was reversed during the fourth quarter of fiscal year 2009. Compensation cost reversed during the fourth
quarter of fiscal year 2009 for the named executive officers was as follows: Mr. McNamara - $1,528,690;
Mr. Read - $506,997; Mr. Clarke - $313,627; Mr. Burke - $82,547; and Ms. Schiff - $235,220. The full grant-date
fair value of share bonus awards granted in fiscal year 2009 is reflected in the Grants of Plan-Based Awards in
2009 table beginning on page 43 of this proxy statement. For information regarding the assumptions made in
calculating the amounts reflected in this column, see the section entitled �Stock-Based Compensation� under Note 2
to our audited consolidated financial statements for the fiscal year ended March 31, 2009, included in our Annual
Report on Form 10-K for the fiscal year ended March 31, 2009.

(5) The amounts in this column do not reflect compensation actually received by the named executive officers nor do
they reflect the actual value that will be recognized by the named executive officers. Instead, the amounts reflect
the compensation cost recognized by us in fiscal years 2009, 2008 and 2007 for financial statement reporting
purposes in accordance with SFAS 123(R) for stock options granted in and prior to fiscal year 2009. The
amounts in this column exclude the impact of estimated forfeitures related to service-based vesting conditions.
There were no option grants to the named executive officers in fiscal year 2008. Information regarding the
assumptions made in calculating the amounts reflected in this column for grants made in fiscal year 2009, is
included in the section entitled �Stock-Based Compensation� under Note 2 to our audited consolidated financial
statements for the fiscal year ended March 31, 2009, included in our Annual Report on Form 10-K for the fiscal
year ended March 31, 2009. In connection with his resignation, Mr. Smach forfeited 204,166 stock options,
183,333 of which were originally granted on April 17, 2006 and 20,833 of which were originally grant on
August 23, 2004. The forfeiture of these options did not result in the reversal of any amounts previously
expensed by the company.

(6) The amounts in this column represent aggregate quarterly incentive cash bonuses earned in fiscal year 2009. For
additional information, see the section entitled �Compensation Discussion and Analysis � Fiscal Year 2009
Executive Compensation � Annual Incentive Bonus Plan.� Mr. Clarke�s bonus is calculated in United States
dollars and converted to Canadian dollars immediately prior to payout using the prevailing exchange rate on the
effective date of the beginning of the pay periods beginning in January and July of each year. Messrs. McNamara
and Smach deferred a portion of their quarterly incentive bonuses under our senior executive deferred
compensation plan, which amounts are included in the Nonqualified Deferred Compensation in Fiscal Year 2009
table on page 49 of this proxy statement. All amounts deferred are included under this column.

(7) The amounts in this column represent the above-market earnings on nonqualified deferred compensation
accounts in each respective fiscal year. None of our named executive officers participated in any defined benefit
or pension plans and none of our named executive officers realized any above-market earnings on their
non-qualified deferred compensation accounts in fiscal year 2009. Above-market earnings represent the
difference between market interest rates determined pursuant to SEC rules and earnings credited to the named
executive officers� deferred compensation accounts. See the Nonqualified Deferred Compensation in Fiscal Year
2009 table on page 49 of this proxy statement for additional information.
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(8) The following table provides a breakdown of the compensation included in the �All Other Compensation� column
for fiscal year 2009:

401(k)
Savings
Plan Relocation/

Company Enhanced Personal Expatriate
Match Long-Term Aircraft Assignment Tax
Expenses Disability Usage Expenses ReimbursementsMiscellaneous Total

Name ($) (1) ($) (2) ($) (3) ($) (4) ($) (5) ($) (6) ($)

Michael M.
McNamara $ 7,813 $  1,966 $  39,424 � $ 33,980 � $ 83,183
Paul Read � $ 1,661 $ 16,610 � $ 12,619 $ 500 $ 31,390
Michael J.
Clarke $  81,682 (7) � � $  150,004 $ 110,000 � $ 341,686
Sean P.
Burke $ 8,731 $ 1,798 � � � � $ 10,529
Carrie L.
Schiff $ 8,799 $ 1,689 � � � � $ 10,488
Thomas J.
Smach $ 3,950 $ 280 $ 21,942 � $  620,215 $  1,548,421 $  2,194,808

(1) The amounts in this column represent company matching contributions to the 401(k) saving plan accounts for
Messrs. McNamara, Smach and Burke and Ms. Schiff. In the case of Mr. Clarke, it represents the company
matching contribution to Mr. Clarke�s after-tax savings account in the company�s Canadian retirement program.

(2) The amounts in this column represent the company�s contribution to the executive long-term disability program
which provides additional benefits beyond the basic employee long-term disability program.

(3) The amounts in this column represent the variable operating costs resulting from the personal use of the company
aircraft. Costs include a portion of ongoing maintenance and repairs, aircraft fuel, satellite communications and
travel expenses for the flight crew. It excludes non-variable costs which would have been incurred regardless of
whether there was any personal use of aircraft.

(4) For fiscal year 2009, this amount represents the costs associated with Mr. Clarke�s international assignment and
includes rent and home management costs of $77,127 while on assignment in the United States, education
reimbursement of $56,698 and $16,179 of other related costs.

(5) For Mr. McNamara, this amount represents the sum of (A) $16,002 for the reimbursement of taxes with respect
to taxes due on Mr. McNamara�s vested deferred compensation amounts for the 2009 fiscal year and (B) $17,978
related to taxes due as a result of the personal use of the company aircraft. For Mr. Read, this amount represents
the sum of (A) $10,945 related to taxes with respect to the personal use of company aircraft and (B) $1,674
related to foreign taxes paid. For Mr. Clarke, this amount represents reimbursement for the incremental taxes
estimated to be due as a result of his international assignment. Amounts in this column for Mr. Clarke are
estimates. Actual tax amounts will only be known upon completion of tax filings in both the United States and
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Canada. For Mr. Smach, this amount represents the sum of (A) $24,231 for the reimbursement of taxes with
respect to the one percent tax in California on earnings above $1,000,000, (B) $1,252 related to the taxes due as a
result personal use of company aircraft, (C) $4,513 related to taxes due primarily as a result of a company gift
upon his retirement from the company and (D) $590,323 for the reimbursement of taxes with respect to his
severance payment.

(6) The amount disclosed for Mr. Read represents $500 paid for tax filing assistance. For Mr. Smach, this amount
includes (A) $7,068 for continued health coverage, (B) $5,521 for a company gift upon his retirement from the
company, (C) $650,000 representing the acceleration of a previously-awarded deferred bonus, plus accumulated
earnings on the deferred bonus as of June 30, 2008 of $191,353 and (D) $700,000 paid as a severance payment.
The amount disclosed for Mr. Smach does not include $1,000,000 representing the acceleration of a portion of
the unvested account balance of his deferred compensation account, which amount has been held back by the
company subject to Mr. Smach�s compliance with certain non-solicitation and other obligations. For more
information about the benefits paid to Mr. Smach upon his separation from the company, see the Potential
Payments Upon Termination or Change of Control table beginning on page 52 of this proxy statement.
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(7) All company contributions to Mr. Clarke�s after-tax savings account in the company�s Canadian retirement
program were paid in Canadian dollars and have been converted into United States dollars based on the
prevailing exchange rate at the end of the 2009 fiscal year.

Grants of Plan-Based Awards in Fiscal Year 2009

The following table presents information about equity and non-equity awards we granted in our 2009 fiscal year to our
named executive officers. The awards included in this table consist of:

�  awards under our three-year cash incentive bonus plan;

�  awards under our annual incentive cash bonus program;

�  stock options;

�  performance-based share bonus awards; and

�  service-based share bonus awards.

All Other All Other
Stock Option Grant

Awards: Awards: Exercise Date Fair
Number Number of or Base Value of

Estimated Future Payouts Under
Equity Incentive Plan of Shares Securities Price of Stock and

Estimated Future Payouts Under Non-Equity
Incentive Plan Awards Awards (1) of Stock Underlying Option Option

Grant Approval Threshold Target Maximum Threshold Target Maximum or Units Option Awards Awards

Name Date Date ($) ($) ($) (#) (#) (#) (#) (2) (#) (3)
($/Sh)
(4) ($) (5)

Michael M.
McNamara

� � $ 937,500 (6) $  1,875,000 (6) $  3,750,000 (6) � � � � � � �

� � $  2,000,000 (7) $ 3,000,000 (7) $ 4,000,000 (7) � � � � � � �

6/2/2008 � � � � 300,000 400,000 500,000 � � � $  5,295,000

6/2/2008 � � � � � � � � 2,000,000 $ 10.59 $ 7,964,000

6/2/2008 � � � � � � � � 2,000,000 $ 10.59 $ 8,500,000

12/5/2008 12/1/2008 � � � � � � � 2,000,000 $ 2.26 $ 2,344,000

3/2/2009 � � � � � � � 500,000 � � $ 970,000

3/2/2009 � � � � � � � � 2,000,000 $ 1.94 $ 2,041,600
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Paul Read � � $ 277,500 (6) $ 555,000 (6) $ 1,215,000 (6) � � � � � � �

� � $ 750,000 (7) $ 1,000,000 (7) $ 1,250,000 (7) � � � � � � �

6/2/2008 � � � � 100,000 150,000 200,000 � � � $ 2,118,000

6/2/2008 � � � � � � � � 700,000 $ 10.59 $ 2,787,400

6/2/2008 � � � � � � � � 700,000 $ 10.59 $ 2,975,000

12/5/2008 12/1/2008 � � � � � � � 2,000,000 $ 2.26 $ 2,344,000

Michael J.
Clarke

� � $ 220,000 (6) $ 440,000 (6) $ 1,386,000 (6) � � � � � � �

� � $ 375,000 (7) $ 500,000 (7) $ 625,000 (7) � � � � � � �

6/2/2008 � � � � 70,000 80,000 90,000 � � � $ 1,010,700

6/2/2008 � � � � � � � � 600,000 $ 10.59 $ 2,389,200

12/5/2008 12/1/2008 � � � � � � � 600,000 $ 2.26 $ 703,200

Sean P.
Burke

� � $ 157,500 (6) $ 315,000 (6) $ 992,250 (6) � � � � � � �

� � $ 375,000 (7) $ 500,000 (7) $ 625,000 (7) � � � � � � �

6/2/2008 � � � � 70,000 80,000 90,000 � � � $ 1,010,700

6/2/2008 � � � � � � � 50,000 $ 529,500

6/2/2008 � � � � � � � � 400,000 $ 10.59 $ 1,592,800

12/5/2008 12/1/2008 � � � � � � � 400,000 $ 2.26 $ 468,800

Carrie L.
Schiff

� � $ 127,500 (6) $ 255,000 (6) $ 669,375 (6) � � � � � � �

� � $ 250,000 (7) $ 375,000 (7) $ 500,000 (7) � � � � � � �

6/2/2008 � � � � 40,000 50,000 60,000 � � � $ 673,800

6/2/2008 � � � � � � � � 300,000 $ 10.59 $ 1,194,600

12/5/2008 12/1/2008 � � � � � � � 300,000 $ 2.26 $ 351,600
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(1) This column reflects the range of estimated future vesting of performance-based share bonus awards that were
granted in fiscal year 2009 under our 2001 Equity Incentive Plan and our 2002 Interim Incentive Plan. The
performance-based share bonus awards cliff vest after three years only if the company achieves pre-determined
three-year compounded annual adjusted EPS growth rates for the three years ending in fiscal year 2011. As a
result of the dramatically deteriorating macro-economic climate, which has slowed demand for our customers�
products, and the resulting decrease in our expected operating results, management of the company believes that
achievement of these performance measures is no longer probable and these awards are not expected to vest. For
additional information, see the section entitled �Compensation Discussion and Analysis � Fiscal Year 2009
Executive Compensation � Stock-based Compensation � Grants During Fiscal Year 2009� beginning on page 35
of this proxy statement.

(2) This column shows the number of service-based share bonus awards granted in fiscal year 2009 under our 2001
Equity Incentive Plan. For Mr. McNamara, the share bonus award vests in equal annual installments over three
years commencing on March 2, 2010, provided that Mr. McNamara continues to remain employed on the vesting
date. For Mr. Burke, the share bonus awards cliff vest on June 2, 2011, provided that Mr. Burke continues to
remain employed on the vesting date. For additional information, see the section entitled �Compensation
Discussion and Analysis � Fiscal Year 2009 Executive Compensation � Stock-based Compensation � Grants
During Fiscal Year 2009� beginning on page 35 of this proxy statement.

(3) This column shows the number of service-based stock options granted in fiscal year 2009 under our 2001 Equity
Incentive Plan. These options vest as follows: 25% on the one-year anniversary of the grant date, with the
remainder vesting in 36 equal monthly installments thereafter. Vesting is contingent upon the named executive
officer continuing to remain employed on the vesting date. In addition, grants to Mr. McNamara and Mr. Read,
consisting of 2,000,000 and 700,000 options, respectively, have a market based component, which requires that
the company�s stock price be at least $12.50 per share in order for the options to be exercisable. For additional
information, see the section entitled �Compensation Discussion and Analysis � Fiscal Year 2009 Executive
Compensation � Stock-based Compensation � Grants During Fiscal Year 2009� beginning on page 35 of this
proxy statement.

(4) This column shows the exercise price for the stock options granted, which was the closing price of our ordinary
shares on the date the options were granted.

(5) This column shows the grant-date fair value of share bonus awards and stock options under SFAS 123(R) granted
to our named executive officers in fiscal year 2009. The grant-date fair value is the amount that we will expense
in our financial statements over the award�s vesting schedule. Expense will be reversed for awards and options
that do not vest. For share bonus awards, fair value is the closing price of our ordinary shares on the grant date.
For stock options, the fair value is calculated using the Black-Scholes option pricing formula and a single option
award approach. The fair values shown for share bonus awards and stock options are accounted for in accordance
with SFAS 123(R). The grant date fair value of the share bonus awards reflects the maximum payout under these
awards. Additional information on the valuation assumptions is included in the section entitled �Stock-Based
Compensation� under Note 2 of our audited consolidated financial statements for the fiscal year ended March 31,
2009, included in our Annual Report on Form 10-K for the fiscal year needed March 31, 2009. These amounts
reflect our accounting expense, and do not correspond to the actual value that will be recognized by the named
executive officers. As a result of the dramatically deteriorating macro-economic climate, which has slowed
demand for our customers� products, and the resulting decrease in our expected operating results, management of
the company believes that achievement of the long-term goals for the performance-based share bonus awards
granted to our named executive officers in June 2008 is no longer probable and these awards are not expected to
vest. As a result, compensation expense previously recognized for these share bonus awards was reversed during
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the fourth quarter of fiscal year 2009.

(6) These amounts show the range of possible payouts under our annual incentive cash bonus program for fiscal year
2009. The maximum payment for Messrs. McNamara and Read (other than with respect to the first fiscal quarter
for Mr. Read) represents 200% of the target payment. The maximum payment for our
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other named executive officers, and for Mr. Read with respect to the first fiscal quarter, is approximately 300%,
except that the maximum payment with respect to 20% of the target payout amounts in the third and fourth fiscal
quarters for each of Mr. Clarke and Mr. Burke and with respect to 75% of the target payout amount in the third and
fourth fiscal quarters for Ms. Schiff was only 200%. In addition, the maximum payment amounts for
Messrs. Clarke and Burke include additional potential bonus amounts in the third and fourth fiscal quarters equal
to 10% and 8.75% of annual base salary, respectively, for each quarter. The threshold payment for each named
executive officer represents 50% of target payout levels. The annual incentive bonus plan provided for minimum
payouts for the third and fourth fiscal quarters of 2009 as follows: Mr. McNamara -- $234,375; Mr. Read --
$75,000; Mr. Clarke -- $11,000; Mr. Burke -- $7,875; and Ms. Schiff -- $23,907. Amounts actually earned in fiscal
year 2009 are reported as Non-Equity Incentive Plan Compensation in the Summary Compensation Table. For
additional information, see the section entitled �Compensation Discussion and Analysis � Fiscal Year 2009
Executive Compensation � Annual Incentive Bonus Plan� beginning on page 26 of this proxy statement.

(7) These amounts show the range of potential payouts under our three-year cash incentive bonus plan ending in
fiscal year 2011. Payouts will only be made if we achieve pre-determined three-year compounded annual
adjusted EPS growth rates for the three years ending in fiscal year 2011. As a result of the dramatically
deteriorating macro-economic climate, which has slowed demand for our customers� products, and the resulting
decrease in our expected operating results, management of the company believes that achievement of these
performance measures is no longer probable and these bonuses are not expected to be paid. For additional
information, see the section entitled �Compensation Discussion and Analysis � Fiscal Year 2009 Executive
Compensation � Long-Term Incentive Programs � Three-Year Performance Plan (fiscal 2009 through fiscal
2011)� beginning on page 33 of this proxy statement.

Outstanding Equity Awards at 2009 Fiscal Year-End

The following table presents information about outstanding options and stock awards held by our named executive
officers as of March 31, 2009. The table shows information about:

�  stock options,

�  service-based share bonus awards, and

�  performance-based share bonus awards.

The market value of the stock awards is based on the closing price of our ordinary shares as of March 31, 2009, which
was $2.89. Market values shown assume all performance criteria are met and the maximum value is paid. For
additional information, see the section entitled �Compensation Discussion and Analysis � Fiscal Year 2009 Executive
Compensation � Stock-based Compensation� beginning on page 34 of this proxy statement.
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Rights
That

Rights
That

Options Options Unearned Exercise Option
That
Have

Have
Not

Have
Not

Have
Not

(#) (#) Options Price Expiration
Not

VestedVestedVestedVested

Name Exercisable Unexercisable (#) ($) Date (#) ($)
(#)
(1) ($)

Michael M.
McNamara 150,000 � � $  13.98 09/21/2011 � � � �

2,000,000 � � $ 7.90 07/01/2012 � � � �
600,000 � � $ 8.84 09/03/2012 � � � �
200,000 � � $ 11.53 08/23/2014 � � � �

3,000,000 � � $ 12.37 05/13/2015 � � � �
510,417 189,583 (2) � $ 11.23 04/17/2016 � � � �

� 2,000,000 (3) � $ 10.59 06/02/2015 � � � �
� � 2,000,000 (4) $ 10.59 06/02/2015 � � � �
� 2,000,000 (5) � $ 2.26 12/05/2015 � � �
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