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Taleo H: Talent Drives Performance”

> About Taleo
- Revenue of $200M
- Acknowledged industry leader (Gartner, Bersin)

- Over 4,100 customers worldwide (47 of Fortune 100)

» Talent Management Suite

Recruiting

OnBoarding

Performance Management

Compensation

» Pay for Performance

- Retain key talent

- Top performers drive business growth
- Growth is good!

- Align employee activity with business goals
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Lori Wisper

North America Talent and
Organization Consulting

Hewitt Associates

To protect the confidential and proprietary information included in this material, it may not
be disclosed or provided to any third parties without the approval of Hewitt Associates LLC.
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Primary Source for Today’s Discussion

Hewitt U.S. Salary Increase Survey
2009/2010

Created in 1976
Delivered in August 2009
Medium to large U.S. employers

1,156 companies, 99 power/gas
companies

Merit/overall salary increases
Salary structure movement
Variable compensation
Special topics

Free to participants

Hewitt Survey Findings of Impact on
Organization Spending for 2010

Update of the Salary Increase Survey
Delivered in November 2009

Medium to large U.S. employers

555 companies, 49 power/gas companies
Also focused on pay for performance

Free to participants

Hewitt 2009 IEHRA Energy Industry
Compensation Survey

Partnership with Hewitt and Independent
Energy Human Resources Association

Data effective May 1, 2009

78 companies

Data broken out by utility and nonregulated
companies




What Happened in the Last Year?




What Happened in 2009
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Bubble Over Extended

Source: The Boston Consulting Group—Collateral Damage White Paper




Perspectives for 2010

Cautious Prominent Some Recovery
v “Sideliners” In Budget

5“ ” ! tx ir.‘; L g .

e - - ~ Retention

No Salary  Concerns
Cuts

- S T T X -
i" SR T e S : 3 2 o Anxiety About
S e _ L AE S - . - :
L Sl S, TRRE R oRRR S Pay for Performance
e e A S = S = L s SRS I P T
? 4 e o P RS S E C
h> g~ - X -
T < -

- /
. ¥

P e



General Trends:
Impact on Overall Salary Increases in Prior Recessions

Current crisis resulted in the most dramatic impact on base salary increases
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Source: Hewitt Survey—U.S. Salary Increases 2009/2010
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General Trends:
Impact on Variable Pay in Prior Recessions

These plans have survived the greatest challenge

120 118
10.8 105 10.8
| 9.7
_ 10 8.8
o
>
©
o
oS 57 2.9
o
o 91 4 3.8
(O]
o
1990 1991 1992 1993 2000 2001 2002 2003 2008 2009 2010
Projected
1991 Recession 2002 Recession 2009 Recession

Source: Hewitt Survey—U.S. Salary Increases 2009/2010

Hewitt '\




General Trends: What Happened in the Last Year?

On the compensation side

B 75% of companies reduced overall salary increase spending

B 48% of employers introduced pay freezes

B 20% of organizations instituted salary reductions for part or all of the workforce
B Promotions were greatly reduced

B Salary structures were frozen

B Shift/premium pay arrangements were constrained

B Highest funding for variable pay on record




Where Do Things Stand Now?




Where Things Stand Right Now

Salary Increase Budgets Variable Pay Budgets
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Source: Hewitt Survey—U.S. Salary Increases 2009/2010 and Impact on Organization Spending for 2010 Y l 4
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Hewitt U.S. 2009/2010 Salary Increase Survey—
Overall Salary Increases by Employee Group

Overall Salary Increases

Percent of Payroll

Executive Salaried Salaried Nonunion Union

Exempt Nonexempt Hourly

m 2010 Projected 2009 Actual

Source: Hewitt Survey—U.S. Salary Increases 2009/2010 for the 2009 data
Hewitt Survey—Impact on Organization Spending for 2010 for the 2010 data
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Hewitt U.S. 2009/2010 Salary Increase Survey—Energy
(Power/Gas) Overall Salary Increases by Employee Group

Overall Salary Increases

Percent of Payroll

Executive Salaried Salaried Nonunion Union

Exempt Nonexempt Hourly

m 2010 Projected 2009 Actual

Source: Hewitt Survey—U.S. Salary Increases 2009/2010 for the 2009 data
Hewitt Survey—Impact on Organization Spending for 2010 for the 2010 data
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Industry Overall Salary Increase Outlook for 2010
Salaried Exempts
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Source: Hewitt Survey—Impact on Organizational Spending for 2010




Putting Salary Increase Budgets in Perspective

All Industries
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Putting Variable Pay Spending in Perspective

All Industries

11.8 12.0
12 + 11.4 112 11.2
10.8 105 10.8
10 1 9.3 >/ 9:5
8.8
8

8 .
=
[}
o
o 6T
o

4 -+

2 .

0 4 } } } } } } } } } } } —

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Projected

m Variable Pay

Hewitt




A Dramatic and Ongoing Shift in Pay Mix

Comparison of Total Compensation Budgets and
Spending for Salaried Exempt (1991 vs. 2010)
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The New Economic Reality:
Rewarding and Retaining High Performers




While the Pay Landscape Has Changed...How We
Reward Performance Has Not...

Percent of Eligible Employees Receiving Actual Merit Increases

2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
;9’:9‘?:9\’27866 91.6 92.2 93.1 93.1 86.2 91.7 91.7 92.6 93.3 87.2
Executive Salaried Exempt Salaried Nonexempt

Average Low, Average, and Average High Increase Awarded

mAverage High
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Source: Hewitt Survey—U.S. Salary Increases 2009/2010
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The Primary Pay for Performance Vehicle Is...
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Source: Hewitt Survey—Impact on Organization Spending for 2010

What Approaches Do You Use to Differentiate Rewards Based on Performance

95%
70%
58%
40%
Base Salary Variable Pay Special LTI Awards Other
Increase Recognition
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While Salary Budgets are Shrinking, Variable Pay Fills
Some of the Gap

Managing Variable Pay for Key Contributors (High Performance/High Potential)

The creation of a discretionary incentive pool is most prevalent

Range in Funding Current Variable Pay Plan

Higher base salaryincreases for 2010 — 15.6%

Provide additional learning and development i
" : : A 17.2%
opportunities to high-performing employees

Offer retention bonuses for specified period of

N 15.6%
employment | = Percent of
Grant discretionary restricted stock and/or stock options I 18,8 Organizations
to high-performing employees 070

Create supplemental, discretionary incentive pool for

. . 32.8%
high-performing employees

Source: Hewitt 2009 Variable Compensation Measurement™ (VCM™) database
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Pay-for-Performance Programs Only Moderately
Successful

How Successful Are You in
Differentiating Pay Based on Performance

The Primary Objective of Most Pay-for-

Performance Programs Include:
Extremely

Successful

B Improving financial performance Minimally
22%

o Successful
B Retalnlng tOp performers 26%

B |Improving operational objectives such as
customer service and quality

B Using compensation dollars more
effectively

Moderately
Successful
52%

Bottom Line
These objectives will be the focus for 2010 as well—how can we accomplish them with

only moderately successful programs?

Source: WorldatWork Paying for Performance Survey 2004 and
Hewitt Survey—Impact on Organization Spending for 2010
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More Nonregulated Businesses Have Variable Pay Plans

Nonregulated vs. Utility/Regulated
Total Cash Comparision
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Source: 2009 IEHRA Energy Industry Compensation Survey
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Without Variable Pay, Utilities are Disadvantaged in
Attracting and Retaining Talent

Base Salary Alone Is
No Longer Enough...

Compensation Total Cash

_——

Talent Risk Zone

Base Salary

$50,000 $100,000 $250,000

Salary Level




Why Pay for Performance Should Matter to the Utility
Industry Now More than Ever

B More effective compensation management means more dollars available
for hot skills and mission critical jobs:

— Nuclear engineering and other specialists in Nuclear
— Environmental/renewable energy jobs
— Smart Grid technology related jobs

B Utility companies need to compete for talent with nonregulated
companies with strong pay for performance programs
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Will Smart Grid Change How Utilities Pay for Talent?

New Technology = New Pay Challenges:

SMART GRID Soart applurces

Deruerd muragerent
b

Unique combination of skills/background
which are scarce

— Engineering
— Information Technology
— Communication

— Project Management

— Utility Industry

Creative Thinkers “Utility Innovation” “The deployment of smart grids, applying digital
technology to the nation’s electricity network, is

Grow talent from within versus go out intended to help utilities better manage the flow of

and get it? electricity, avoid failures and, for the first time, give

consumers details on how they consume energy so
that they can cut use and perhaps cost.”
(USA Today, February 17, 2010)




Engineering Pay Mix: Base Salary and Total Cash
Compensation in the Energy Industry
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Engineering: Total Cash Trends

Constant Company Trends in Average Total Cash
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Questions & Answers
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Taleo — Contact Information:
877.818.2536
www.taleo.com to download whitepapers,
brochures, get a free 30-day trial of any of
the products, watch customer videos.

Presented by the
Employment Services Division of Energy Central:

_ ZQ EnergyCentraljobs.com

4 N
Energy Central — Contact Information:
sales@energycentraljobs.com
303.782.5510



http://www.taleo.com/
mailto:sales@energycentral.com

Questions & Answers

\
Lori Wisper — Contact Information:

lori.wisper@hewitt.com
847.295.5000
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Additional Resources

energybiz
utility

SIERRA ENERGY GROUP

ene%ybiz

ENERGY CENTRAL

Professional

Go to where the power industry gathers
for news, information, and analysis, visit
Www.energycentral.com.

The magazine for C-level executives about the
business of energy. FREE subscriptions available at
www.energybizmag.com.

The magazine for building a smart grid and delivering
information-enabled energy. FREE subscriptions
available at www.intelligentutility.com.

Your source for IT and smart grid research, analysis,
and consulting. Visit www.sierraenergygroup.net.

Discuss strategic issues with all the major influences
on energy. Go to www.energybizforum.com.

Get the inside scoop with Energy Central
Professional News Service. Start your FREE trial at
http://pro.energycentral.com/professional.



http://www.energybizmag.com/
http://www.energycentral.com/
http://www.intelligentutility.com/
http://www.sierraenergygroup.net/
http://www.energybizforum.com/
http://pro.energycentral.com/professional
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Thank You for Joining Us

For the latest news, articles
and blogs, please visit. . .
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www.energycentral.com
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