COMPENSATION AND LEADERSHIP RESOURCES COMMITTEE’S REPORT
The Compensation and Leadership Resources Committee has reviewed and discussed with management the Compensation
Discussion and Analysis included in this proxy statement. Based on this review and discussion, the Compensation Committee
recommended to the Board that the Compensation Discussion and Analysis be included in this proxy statement and our Annual Report
on Form 10‐K for the fiscal year ended December 26, 2015.
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COMPENSATION POLICIES AND PRACTICES
In March 2016, the Compensation Committee reviewed our compensation policies and practices for employees generally and
concluded that these policies and practices do not create risks that are reasonably likely to have a material adverse effect on us.
In reaching this conclusion, the Compensation Committee, with the assistance of management, assessed our executive and
broad‐based compensation and benefits programs to determine if any of them created undesired or excessive risks of a material
nature. The assessment included (i) a review of our compensation policies and practices for employees generally, (ii) identification of
the risks that could result from such policies and practices, (iii) identification of the risk mitigators and controls, and (iv) analysis of the
potential risks against the risk mitigators and controls and our business strategy and objectives. Although the Compensation
Committee reviewed all of our compensation programs, the Compensation Committee focused on the programs that have variability
of payout and in which employees could directly affect the payout of incentives. These programs included the EIP, Annual Incentive
Plan, Long‐Term Incentive Plan (“LTI”), Sales Incentive Plan and 2004 Plan.
In performing the assessment and reaching its conclusion, the Compensation Committee noted the following factors that the
Compensation Committee believes may reduce the likelihood of undesired or excessive risk‐taking:
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•

Our overall compensation levels are competitive with the market;

•

Our compensation practices and policies appropriately balance base pay versus variable pay and short‐term versus long‐
term incentives;

•

Although the EIP, Annual Incentive Plan, LTI and Sales Incentive Plan have variability of payout, the Compensation
Committee believes that any potential risks associated with such plans are controlled or mitigated by one or more of the
following: (i) the performance goals being multi‐dimensional (i.e., adjusted non‐GAAP net income, adjusted non‐GAAP
free cash flow, revenue), thereby increasing the range of performance over which incentives are paid, (ii) the performance
goals being aligned with our transformation plan and business objectives and being quantitative financial measures,
(iii) the use of sliding payout scales, with the payouts in certain instances being linearly interpolated for performance
falling between the performance levels set by the Compensation Committee, (iv) the ability of the Compensation
Committee and/or management to exercise discretion to reduce payouts, (v) the existence of multiple internal controls
and approval processes that are intended to prevent manipulation of outcomes by any employee, including the Named
Executive Officers, (vi) the incentive opportunities being capped, and (vii) the adoption of CAGR PRSUs which directly align
payouts with shareholder value creation;

•

Although the grant of equity awards under the 2004 Plan could motivate our employees to, among other things, focus on
increasing our short‐term stock price rather than the creation of stockholder value, the Compensation Committee believes
that potential risks are controlled or mitigated by one or more of the following: (i) awarding a combination of PRSUs, RSUs
and stock options, (ii) a PRSU minimum vesting period of one year from the grant date, a PRSU performance period of
three‐years and vesting of PRSUs occurring over a one‐year period following the end of the performance period, (iii) the
vesting provisions of stock options and RSUs occurring over multi‐year periods, (iv) caps on performance‐based
compensation opportunities, and (v) our stock ownership guidelines for our executive officers. In addition, we prohibit
our employees, including Named Executive Officers, from engaging in hedging transactions in our securities; and

•

We have implemented claw‐back provisions and policies, as described in more detail in “Compensation Discussion and
Analysis” above
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