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August 2015

Getting to Know Your Peers: Who is Alphabet
Inc.?

With a major corporate restructuring, companies need to decide if Google’s new holding
company should remain in their equity plan peer group.

On August 10, Google announced the creation of its new parent company, Alphabet Inc., surprising the
technology community. Wall Street cheered the strategy as shares rose 4.4% in next-day trading and have stayed
at that level. For companies with Google as a peer, the move can impact them in numerous ways. In this piece,
we examine the effect of Alphabet on relative total shareholder return (TSR) plans.

What are the Details?

The restructuring means that Google will become a slimmed down version of itself under the new holding
company, Alphabet Inc. Going forward, Alphabet will preside over the Google family of companies— including its
venture capital arm, life sciences businesses, and home automation products— allowing each entity to run
independently with its own CEO. The move is an attempt to free up those smaller companies so they can more
easily pursue their individual business goals. Financial results will also be reported for each separate entity.

Once the conversion takes place, which is expected later this year, each Google share will convert to a share of
Alphabet on a one-to-one ratio, maintaining the same rights as before and the same ticker symbols. On a per
share basis, it appears the only change is to the name of the company.

How Does this Impact Your Relative TSR Plan?

The most common type of peer group used within relative TSR plans locks in the peers at the start of the
performance period, also known as a “closed” peer group. Typically, a closed peer group will exclude companies
who go through a significant restructuring or corporate transaction in the middle of the performance period. The
belief is the company at the end of the performance period is not generally viewed as the same company that it
was at the beginning of the performance period and, as a result, may no longer be a relevant peer.

Most of the time, this belief is true as many restructurings involve major acquisitions or spin-offs of business units.
However, in the case of Google, they are essentially the same company with the same assets as before, just in a
new order. A shareholder will continue to hold the same assets on the day following the restructuring as they did
the day prior. For this reason, we feel that companies with Google in their outstanding performance equity plan
peer group should retain the company under its new name. No other adjustments are needed; simply connect
Google’s prior performance to Alphabet’s performance going forward. Nonetheless, we do recommend
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compensation and accounting professionals have a discussion with your management team and compensation
committee to verify this treatment aligns with the intentions of your plan.

To learn more about participating in a Radford survey, please contact our team. To speak with a member of our
compensation consulting group, please write to consulting@radford.com.
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About Radford

Radford delivers compensation data and advice to technology and life sciences companies. We support firms at
every stage of development, from emerging start-ups to established multi-nationals. Today, our surveys provide
in-depth compensation insights in more than 80 countries to over 2,650 participating organizations and our
consultants work with hundreds of firms annually to design rewards programs for boards of directors, executives,
employees and sales professionals. Radford is part of Aon Hewitt, a business unit of Aon plc (NYSE: AON). For
more information on Radford, please visit radford.com.

About Aon Hewitt

Aon Hewitt empowers organizations and individuals to secure a better future through innovative talent, retirement
and health solutions. We advise, design and execute a wide range of solutions that enable clients to cultivate
talent to drive organizational and personal performance and growth, navigate retirement risk while providing new
levels of financial security, and redefine health solutions for greater choice, affordability and wellness. Aon Hewitt
is the global leader in human resource solutions, with over 30,000 professionals in 90 countries serving more than
20,000 clients worldwide. For more information on Aon Hewitt, please visit aonhewitt.com.

This article provides general information for reference purposes only. Readers should not use this article as a replacement for legal,
tax, accounting or consulting advice that is specific to the facts and circumstances of their business. We encourage readers to consult
with appropriate advisors before acting on any of the information contained in this article.

The contents of this article may not be reused, reprinted or redistributed without the expressed written consent of Radford. To use
information in this article, please write to our team.

© 2015 Aon plc. All rights reserved.
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