Opterf* Equity Compensation Solutions

Attracting & Retaining
Executives with

Using

StockOpterinsight StockOpter-Pro

Equity Compensation Portfolio Analysis Software Equity Compensation Strategy Modeling Software
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Company Highlights

= Net Worth Strategies, Inc: Founded 1998, located
iIn Bend, OR

= | eader in equity compensation planning solutions:
= Software: StockOpter® Insight & StockOpter® Pro
= Advisor Education Programs
= Back-office Planning Assistance

= Corporate Equity Compensation Education

m Software Customers: advisors from nearly every
major financial advisory firm

Stock’ Opter“
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Equity Comp Is Big Money

m 11,500 publicly traded companies offer
employee equity programs

m 15% of outstanding shares held as options

m 12+ million individuals hold employee stock
options

= 500,000+ highly compensated executives
have options or restricted stock

= 80% of executive compensation in form of
equity
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Common Misconceptions

Maximizing equity compensation value is just luck
SO getting assistance or creating a strategy Is
unnecessary

One should exercise / sell when:
= Options expire or employment Is terminated

= Money Is needed
m Stock price target is met

Taxation can be avoided

Stock Options are being replaced by Restricted
Stock Grants so managing them Is unnecessary

Stock’ Opter
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Truths About Equity Comp

m Careful planning and professional assistance
facilitates better decisions & reduces costly
mistakes

m Exercise / sell decisions should be based on:

= Remaining time value / leverage not stock price alone
= Financial goals not just cash flow requirements
= Level of concentration in company stock and options

m Taxes are unavoidable but they can be managed

= Although many companies have changed their
equity comp. programs recently, outstanding option
or SAR grants still require timely action

Stock’ Opter
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The StockOpter® Process for
Facilitating Diversification Decisions

m Step 1: StockOpter® Portfolio Analysis

= Determines “when” to exercise / sell by
guantifying value, leverage and risk

m Step 2: StockOpter® Strategy Modeling

= Address “what-if” questions and optimize for
tax and cash flow efficiency
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Two StockOpter® Programs

Creates a personalized
Stock’Opter@Insig ht report focusing on the
Equity Compensation Portfolio Analysis Software InveStment reason for

diversification.

Models tax and cash flow
StOCk/Opter“’Pro efficient strategies when
Equity Compensation Strategy Modeling Software the Cllent |S ready to take
action.

Stock Opter
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StockOpter:Insight

r

StockOpter® Insight Wizard

Intro

client [ il

Holdings

| wetome to StockOpter ®Insight 1.7

| Using Insight is a five-step process
Reports
——— Enter {or edit) general information about your client by
i clicking the 'Client’ tab at the left.
Triggers
L Enter {or edit) data about your client's option holdings by
Monitoring clicking the "Holdings' tab at the left.

Tools Run Reports by clicking the ‘Reports’ tab at the left.

About Define trigger events for monitoring your clients' holdings
by clicking the ‘Triggers’ tab at the left.

Generate monitor reports on demand by clicking the
‘™Monitoring’ tab at the left.

Authorization Status

izati 3 Number in use: Expand
¢ subscription will expire on Extend

pf authorized clients cases, or to extend your subscription,
Strategies, Inc. at {(541) 383-3899 or on the Web at

ww NetWorthStrategies.com

A menu driven tool that

Creates custemizable
rFEpPeRts N \Werd iermeai

Close frsigiit
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StockOpter® Portfolio Analysis

m Establishes a decision framework that

faci

m RecC

itates timely and prudent action
uired Input:

= Grant data and vesting schedule

= Financial assumptions

= Should be discussed with a financial
advisor to interpret the data

= Needs to be updated periodically
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Sample Option Holder

Financial Goal: $2,000,000

Diversified Portfolio Value: $250,000
Company: NASDAQ (hypothetical)

Current Stock Price: $25.50

Estimated Stock Volatility: 40% (annual report)
Income Tax Rate: 40% (combined state & fed)

Stock Options:
m 1-1SO: 20,000 vested
E 3— NQSOs / SARs: 70,000 vested & 45,000 unvested

Shares:
m 15,000 shares held (cost basis: $300K)

StockOpter

Equity Compensatio
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Portfolio Analysis Segments

= Valuation:
= In-the-money Value
m Cash-out Value
m Black Scholes, Time and Forfeit Values

m Leverage

= Financial Goals
m Concentration

m Decision Metrics

StockOpter
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In-the-Money Valuation

Opter®

Current
FMV

11999

N2001
N2003
S2005
N2007

Grand Total

In-the-Money Values

Unvested

Expiration

Date
04/01/09
04/01/11
04/01/13
04/01/15
04/01/17

Strike
Price
$15.3670
$40.2345
$20.5500
$25.2500
$27.0510

# of IT™M
Options | Value $
202,660
0
148,500
3,750

# of
Options

15,000
30,000

45,000

# of
Options
20,000
25,000
30,000
30,000
30,000

135,000

ITM
Value $
202,660

0
148,500
7,500

0

INVIValtier="Currenit ENVV-(Eair Varket
Value) — Grants PrCe X 77 O SHEres

StockOpter:

Equity Compensation Solutions
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Cash Out Valuation

£ Opter® 4 Cash-Out Values/

Current
FMV $25.50 Vested

After

Grant | Expiration Strike # of ITM Potential Tax
Date Price Options | Value $ Tax $ | Value $
11999 ISO 04/01/09 = $15.3670 20,000 202,660 81,064 121,596
N2001 NQ 04/01/11 = $40.2345 25,000 0 0 0
N2003 NQ 04/01/13  $20.5500 30,000 148,500 59,400 89,100

S2005 SAR 04/01/15 @ $25.2500 15,000 3,750 1,500 2,250

N2007 NQ  04/01/17  $27.0510 0 0 0 0
Grand Total 90,000 354,910 = 141,964 m

pd

Cash Ouit Value = NiViValuer= Poetenitaitiax
(Calcuiated by appIVine IRCemE 2k Fates)

StockOpter:
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/s

11999

N2001
N2003
S2005
N2007

Black Scholes Valuation

Opter® £ Time & Black-Scholes Values/

Vested

Unvested

Total

Expiration
Date
04/01/09
04/01/11
04/01/13
04/01/15
04/01/17

Grand Total

$15.3670
$40.2345
$20.5500
$25.2500
$27.0510

Time
Value $
17,492
101,770
222,477
184,098
0

525,837

Black Scholes Value =
Time Value + ITM Value

220,152
101,770
370,977
187,848

0

Time
Value $

184,098 187,848
409,277 409,277

593,375 597,125

Time
Value $
17,492 220,152
101,770 101,770
222,477 370,977
368,196 375,696

409,277 g
1119212 (L7757

Comparerter iV
\Value off $358,660

Copyright Net Worth Strategies, Inc. © 2008
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Forfelt Valuation

/ Opter® Time & Black-Scholes Values

Current
FMV Vested Unvested Total
Expiration Time Time Time
Date Value $ Value $ Value $
11999 04/01/09 @ $15.3670 17,492 220,152 17,492 220,152
N2001 04/01/11 = $40.2345 101,770 101,770 101,770 101,770
N2003 04/01/13 | $20.5500 222,477 370,977 222,477 370,977
S2005 04/01/15 @ $25.2500 184,098 187,848 184,098 187,848 368,196 375,696
N2007 04/01/17  $27.0510 0 0 409,277 409,277 409,277 409,277

Grand Total 525,837 880,747 593,375 597,125 1,119,212 1,477,872

Forfeit Value = \/s. ITM
Time Value of ‘ Value of
VVested = BS\ ol : Unvested:

®
Unvested Forfeit Value $3,750
$1,119.,212

StockOpter:
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Leverage

Leverage Analysis

Based on Current Portfolio of Vested and Unvested Options
Black-
Scholes

Optere

Incremental Option Incremental Incremental | After Tax | Incremental

-20.0%
-20.0%

20.0%
20.0%
20.0%

Value $
0
0
19,060
100,660
358,660
873,130
1,546,330
2,449,368

Change
0.0%

-100.0%

-81 104

Value $
244,334
397,368
632,466
981,384

1,477,872

Change

Value $
0
0
11,436
60,396
215,196
523,878
927,798
1,469,621

Change
0.0%
-100.0%
-81.1%
-71.9%

143.4%
77.1%
58.4%

48.6%
39.2%

2,184,041
3,040,211

20.0%
20.0%

A 20006 gecreasenn
SteCK pHce Vields
a 71.9%0 decrease

I Evivaloe
StockOpter

Equity Compensation Solutions

A 2090 [rcreasein
stock price vields
a 1458, 496 JIiCIEASE
IRt NVISvalue
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Financial Goals

Opter® Financial Goal Analysis /

$4,000,000

$3,500,000

Financial Goal

s Current Price

$2,500,000 -
==$=  Financial Goal

$2,000,000 - = W= Value of Diversified
Portfolio (VDP)

VDP + Vested
$1,500,000 - Holdings

= ==V\/DP + Vested +
Unvested

$1,000,000 -

$500,000 -
ml= ] = I == = F == =

$0 -

Q Q
1 N
M3 2

Goal status Value of Diversified

Stock Price

at various Portielio

STOCK PHICES ;
StockOpter
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Concentration

/ Opter®  Concentration Analysis

\\\\\\\\\\\\\\\\\\\

@ Value of Diversified Portfolio- 30%
W After Tax Value of Owned Shares - 44%

7094 o) 00 rtfolio B After Tax Value of Vested - 25%
ISR ComPany. O After Tax Value of Unvested - 0%

Steck Or GPLIGRS

Stock Opter
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Decision Metrics

0205061 Glrgranizs
theeretic petential
Nasil9een achieved

Insight Ratios
Strike

y £ Opter-

Expiration

Y Time | Insight

ID
11999
N2001
N2003
S2005
N2007

1ISO
NQ
NQ

SAR
NQ

Grand Total

Date
04/01/09
04/01/11
04/01/13
04/01/15
04/01/17

Price
$15.3670
$40.2345
$20.5500
$25.2500
$27.0510

Value $
202,660

0
148,500

Value $
17,492
101,770
222,477
184,098
0

525.837

220,152
101,770
370,977
187,848

0

880.747

Ratio®

C7.95%)

100.00%

59.97%
98.00%
N/A

StockOpter:

Equity Compensation Solutions

Copyright Net Worth Strategies, Inc. © 2008




Insight

Ratio Factors

= Terminating employment?

m Bullish on company growth prospects?

m Concerned with negative leverage?

m Close to achieving a financial goal?

s Concentrated

s Upcoming cas

nosition?

n-flow requirements?

Stock’ Opter
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Taking Action

m After deciding to take action based on your
StockOpter® Portfolio Analysis....

m Address “what-If” guestions and optimize
for tax and cash flow efficiency with
StockOpter® Strategy Modeling to:

= Model the after-tax cash flow effects of
different exercise and sell / hold strategies

= |dentify tax optimization opportunities

= Compare and contrast strategies using
different stock price growth assumptlo_:a@ckopter
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StockOpter-Pro

Microsoft Excel - New SO Pro.xls [Read-Only]

@_)I File Edit iew Insert  Format  Tools Data  Window Help 50 Views | 50 Tools SO Help | Adobe POF
NEHRASSRTE & S = e

ER Ry Ry R o N | o | & By [i=d | ¥ Reply with Changes... End Review... !

i Add Mew ~ Edit~ Delete~ MM |80 S = | S @ = T |#|ﬂ§|®|?|!

A1 f

StockOpterPro 3.6

Equity Compensation Strategy Modeling Software
Getting Started with StockOpter Pro

New Client Case | Experienced users can click here to start 2

Guided Entry MNew users are guided through buildi

The Tour Tour of features and functions A Wi Zard d rive n Excel
!nmowces: tOOI that enab|eS
Users Guide Open the StockOpter Pro User's @ adVi SO rS tO i m p I e m e nt
Overview Basic information on getting start equ |ty CompensatIOﬂ
Strategies thial: arrer ek
& CashFiiov/ EfficIEni:

Load Sample Data | Load sample data to try atest cas

Contacting Net Worth Strategies:
Ermail: info@MNetWorthStrategies.com
Phone: (541} 383-3889 fram 7:00 a.m. to 5:00 p.m. Pacific Time
On the Web: wwwy NetWorthStratenies.com

W4 » M\ Overview % Welcome /. Sssumptions 4 BaseCase 4 TPV Chart / TPYTerminal £ TPV1S # ATCF Chart # &llCases / Td

StockOpter:
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StockOpter® Strategy Modeling

= lllustrating Diversification:

= Comparing diversification rates & stock prices to an
alternative investment

= |llustrating Cash Flow:
= |llustrating the effects of exercising & selling
= Determining exercise and tax costs

= lllustrating Taxation:
m Tax effects of exercising (AMT & Ordinary)
= Holding ISOs to get capital gains rates

Stock’ Opter“
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Entering Assumptions

.
Assumptions Wizard

Basic Info. | Income | Deductions Tax Estimates ]Issuing Corps | Investment Account |

4th & prior years  3rd Prior Year  2nd Prior Year 1st Prior Year

$) 0 [ [e [

Minimum tax credit
carryforward

Capital gains tax o

Capital loss _
carryforward rate override

Average state 0
income tax rate

Investment interest

carryforward Annual

Change %%

Capital loss carryforward 4 State taxable | 0 | 0
- AMT basis income adjustment

Investment interest
carryforward - AMT basis %

Estimated inflation / escalation
rate for tax-related values. | o

ERteringltax and
anciallassumptiensiIs
dene using thrsiwizard
StockOpter:

Equity Compensation Solutions
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Applying Strategies

Strategies

By Grant Type Goal-Based strategies

By Inventory

Type of Goal Target Values ..
By Goal

" after Tax Cash Flow € Are Fixed

- = I.i-\- > r : f;"
nM] Limit Diversification % vary by Year Ediit tafqets

Exercise 1S0s to AMT limit afterwards?

Set Exercise/Sale Order

Diffferent “types™ of
exercise anadsell
strategies; can| be

applied autematicaily

Copyright Net Worth Strategies, Inc. © 2008

StockOpter:

Equity Compensation Solutions




Applying Price Assumptions

StockOpter Price Indexer E]@

ESTIMATED STOCK PRICE(S)

Ifﬁ;; lﬂ-

e O apply anindex .

Change the 'Estimated Stock Price” on this Case | 2l cormparies
sheet for shares of ...

| <Choose Indess|
3
Index starting year: Arngen
Apple Computer
Applied Materials
ATET
INVESTMENT ACCOUNT Autodesk
Barrick Gold Corporation

\ .| Boein bt
(¢ = o Leave Investment AcColyg Lse “Assumptiors—sr ":'Ell_ Tt LT T T ICas

To mirror the performace of this index:

.. Or apply an e

rate of the | J
on this Case sheet to
o of this index ...

Stock and alternative ~
IRVESTHMERNT QoI Fales
caneeraepIIed\VIitia :
customizable indices Stock’Opter'
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Opter®

lllustrating Results

Case Summary

Case Sheet:

Diversify
10% per yr
for 5 wrs

Case Sheet:

Diversify
20% per yr
for 3 yrs

After Tax
Cash Flow

Total
Portfolio
Value

After Tax

Year | Cash Flow

Total
Portfolio
Value

ter® Total Portfolio Terminal Value/

[Read-Only]

it Tools  Chart  Window | Help SOViews | SOTools SOHelp | Adobe PDF

Boo ez iime B gl

Type a question forhelp » - @ X

B LU= ==H]$

fo | E5 | 65 . e A~

k3 366
24 161
120 322
142 5595
151,801
47 923
43 OBk
7084
81 BEY
-161,470
15,146
28523
17 531
18,737
33 551

B17 B394

798 805

HE2 252
1,108 526
1,232,002
1,356 803
1 565 BB
1 B85 ,735
1,845 401
16135918
1,733,862
1,862,193
2,000 672
2,145 481
2307 Bod

2005
2006
2007
2003
2009
20310
2011
2012
2013
2014
2014
2016
2017
2018
2019

140 851
187 046
198,075
39,335
35717
32578
31,451
28218
31,311
-84 353
17 3591
18 567
2929
21407
22878

BEZ 531
BEY 447
732 |77
821 542
907 553
995 261
1,086 257
1,183 843
1284718

1236309 |

1,324,748
1419573
1,520,454
1625270
1,745 550

Charts and tables

CoOMPare effects ol

v

y1 1w o yTS

= MY |

Xalz®ea Sk neE @l HEnE

Total Portfolio Terminal Value

500 1,000 1,500 2,000
Total Portfolio Value in 15 Years ($000) when cashing out remaining options and shares

Icome £ Owerviews # Assumptions { BaseCase  Case2 4 TPV Chart % TPWTerminal ¢ TPV 1S # ATCF Chart / &liCases 4 SingleCase / ToDoSchedule / CaseSummary

StockOpter:

Equity Compensation Solutions
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Copyright Net Worth Strategies, Inc. © 2008




Optimizing Alternatives

= Tax Optimization:

= |SO disqualifying disposition analysis (determining If it
IS advantageous to sell the underlying stock prior to the
1 year holding period)

s Exercising ISOs up to AMT limit

m Cash Flow Optimization:
= Achieving an after-tax cash flow amount

= Achieving an after-tax diversification percentage

Stock’ Opter“
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Comparing Taxation Effects

—
3
4

Opter® Tax Comparison
Tax Comparison 1

TAX CALCULATIONS

Federal Income Tax Calculation

Diversify 10% per yr for
2005 | 2006 |Summary lll 2005 | 2006 [Summary|

Diversify 26% per yr for:

Difference|

18

Reqgular Federal Income Tax

B3 392 84185

162 557 111,248 | 131,224 0 242 472 (39 9158)

19

AMT Calculation

34

Tentative Minimum Tax

73822 94579

168,801 MB,775 | 135826 | 252 KOO (B83,759)

35
36
43
45
a0

Carryovers and intermediate calculations
ThAT / Regular Tax Differential

Minirmum tax credit carryforeard

Total Tax Calculation

(5.430) (10,814)
4500 4500

(10,814)
4 500

(5.528)
4 500

(4,501
4 500

(4 501 (6.213)
4 500 0

55

Total Tax

113,216 139,503

252,718 160,079 183575 | 561,654 (103,935

59
B0
B

B2
B3
B4
B4
&

Total Tax Comparison
Tax prior to stock option activity (fram Assumptions)
Incremental taxes from all stock option activity

INVESTMENT ACCOUNT
Annual dividends rate

Capital gains distributions rate
Appreciation rate

Beginning year balance

64,511 | B9881
458 406 | B2 F22

1.00% "
200%" 200%
5.00%" 5.00%

0 £3396

1.00%

134 591
118 026

B4 511
103,265

B3 551
123,694

134 631 a
226 563 (103,935)

To00%”  1.00%
To200%” 200%
" os00%” 500%
i 0 140851

73

75
iz
77
78
75
a0

End of year balance

TOTALS FROM STOCK OPTION ACTIVITY
“alue of investment account (12/31)

“alue of unvested options and restricted shares
“alue of vested options and unrestricted shares
TOTAL PORTFOLIO VALUE

Total after tax cash flow fram all stock option activity

L}

Copyright Net Worth Strategies, Inc. © 2008

B3,386 160,716

2005 | 2006 | Summ
160,

B3386 160,716
93 600 133,400
455 709 | 504 559
B17 594 795,305
63356 94,181
[1%; (1%

160,716 140,851 | 334 940 534 940 174,224

OUitpPU T ComPANG the
e EfECtS o
diffferent strategies

133 .4
504 H
798 9
157 A4

StockOpter:
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Next Steps

m Alternatives for presenting the analysis:

= Review the workbook with the client side-by-side or with
a web-conference

= Copy and paste relevant output into a Word document
that explains the analysis

= Implementation: Exercise, Sell, & Reinvest

= Provide StockOpter® Portfolio updates on a
guarterly basis to trigger subseqguent action

= Conduct additional StockOpter® Strategy
Modeling as required

Stock’ Opter
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Summary

m Assisting executives with equity compensation Is an
underserved & lucrative market

m The proven StockOpter® process consists of 2 steps:

= Provide clients with a StockOpter® Insight Portfolio Analysis to
establish a decision framework

= Provide clients with a StockOpter® Pro Strategy Model to address
what-if guestions to optimize decisions

= Provide clients with a Portfolio update on a regular basis
m For complex cases use NWSI as your back-office

m For additional information & resources:
x Web: www.networthstrategies.com
= Call;: 541-383-3899

StockOpter:

Equity Compensation Solutions
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