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A Campaign To Tighten Executive Pay
Shareholders Seek Ties With Performance
By Brooke A. Masters
Washington Post Staff Writer
Friday, April 28, 2006; D01
After years of complaining about sky-high executive pay packages, this year shareholder activists are finally getting some traction in their efforts to do something about the issue.

The issue will come up today at the annual meeting of Merrill Lynch & Co., where chief executive E. Stanley O'Neal took home $37.5 million last year, including $2 million in long-term incentive pay. The American Federation of State, County and Municipal Employees is sponsoring a resolution calling for an annual up-or-down vote on the company's pay plan for top executives. Though the vote would be nonbinding, it would give shareholders a way to make their views clear, advocates argue.

Closer to Washington, a carpenters union's proposal to tie Towson-based Black & Decker Corp. chief executive Nolan D. Archibald's bonuses and long-term stock grants to the company's performance garnered support from 47 percent of the shares voted at the hardware company's annual meeting last week. Archibald was paid $11.7 million plus stock options, which the company's proxy statement said were valued between $7.7 million and $19 million in 2005.

Yesterday, up to 22 percent of shareholders of drugmaker Pfizer Inc. withheld support from directors who approved a pension plan that will pay chief executive Hank McKinnell $6.5 million a year or a lump sum of $83 million when he retires.

"If management increasingly takes more and more, there's less for shareholders," said Frederick E. Rowe Jr., president of Investors for Director Accountability, which urged the withhold vote at Pfizer. Reining in executive compensation has been one of the hottest shareholder issues since the stock market bubble burst in 2000, but for years, proposals have drawn little interest outside of a small group of activist investors.

This year, that seems to be changing. Though fewer compensation proposals were put forward -- 159 so far versus 252 last year -- a larger percentage are making it onto proxy ballots and receiving significant support, according to Institutional Shareholder Services, which tracks and evaluates proxy votes for large investors such as pension plans and mutual funds.

A proposal at Lucent Technologies Inc. to tie incentive compensation -- bonuses, stock and stock options -- to company performance passed with 54 percent of the vote in February after falling short last year. And shareholders at Morgan Stanley defied management this month to adopt a proposal requiring shareholder approval for any future severance packages worth more than three times salary. The vote was widely seen as a slap at the $44 million in cash awarded to chief executive Philip J. Purcell when he was ousted last year.

Executive pay "has always been an irritant but now it's risen to the top of the pile for U.S. investors," said ISS Vice President Patrick McGurn. "We're seeing a steady stream of 40 percent support or more for these pay-for-superior-performance resolutions. Investors are starting to say, 'If not now, when?' "

Even institutional investors that have traditionally voted with management are growing concerned. An ISS survey of 320 institutional investors worldwide found that 21 percent of U.S. investors and 36 percent in Canada ranked executive compensation as the most important corporate governance issue, far outpacing issues such as company performance and financial reporting.

Observers and activists say the issue has gained steam for two reasons: Securities and Exchange Commission Chairman Christopher Cox spotlighted the issue with a proposal to force companies to disclose more compensation information, including previously hidden perks. In addition, chief executive pay has continued to rise.

According to a survey by Mercer Consulting of 350 large public companies, median total direct compensation -- salary, bonus and present-day value of long-term stock and option grants -- rose 5 percent in 2005, to $6.8 million. The median value of chief executive salary and bonuses alone rose 7.1 percent, to $2.4 million.

"It just seems to get worse and worse. At the moment the most we can hope for is to slow it down, and that's not acceptable," said Jack Bogle, the retired chief executive of Vanguard Investments who is sharply critical of high executive salaries in his recent book "The Battle for the Soul of Capitalism."

The rise in executive compensation was in line with the 6.8 percent median increase in total shareholder return but far outpaced the consumer price index, which rose 3.4 percent. Real hourly non-farm wages rose 2.1 percent in 2005, according to the Labor Department.

"People have had enough," said Richard Ferlauto, director of pension and benefit policy for AFSCME, which has resolutions asking for an annual up-or-down shareholder vote on executive pay on ballots not only at Merrill but also at U.S. Bancorp, where the proposal drew about 39.5 percent support, Countrywide Financial Corp. and Home Depot Inc.
Company officials argued in interviews and in proxy materials sent to investors that they are working to align executive pay with performance and that the activists' proposals are too rigid. Black & Decker's management, for example, opposed its shareholder pay-for-performance proposal, arguing that the company needed to "maintain the flexibility" to reward good performances.

Both Mercer's statistics and a rival survey of 200 large firms by Pearl Meyer & Partners found that chief executive compensation rose more slowly in 2005 than in 2004, when the increase in total shareholder return was higher. In addition, most chief executives' salaries now move in the same direction as company results. "You don't see a lot of people in the bad-boy box where pay went up and the company's stock went down," said Pearl Meyer managing partner Jan Koors. But, she noted, "The median continues to rise."

That's the issue raised by the United Brotherhood of Carpenters and Joiners of America's "pay for superior performance" proposal, which made it onto ballots at 17 companies, including Black & Decker. The nonbinding resolution asks companies to withhold incentive compensation from chief executives unless earnings or shareholder returns outperform median performance by the company's peers. The proposal drew 39 percent support at Dupont on Wednesday and is pending at 14 other companies.

"You should get superior pay for superior performance. What we have now is superior pay for average or below-average performance," said Ed Durkin, director of corporate affairs for the carpenters union.

Pfizer shareholders proposed withholding votes from directors after the SEC turned down an AFL-CIO proposal that would have required shareholder approval for pensions that exceeded an executive's salary. The activists complained that Pfizer shares have fallen 44 percent since McKinnell took the helm in 2001. Company officials argued that they are already addressing the problem. In 2005, McKinnell's salary and bonus totaled $5.97 million, down 4 percent from 2004. Pfizer shares dropped 13 percent last year.
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Executives Are Still Raking It In...

Notwithstanding poor performance in some firms, total compensation for corporate chiefs has risen - or at least not dropped as much - as the companies' total shareholder return.
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AP
SEC Moves for More Exec Pay Disclosure
Tuesday January 17, 2006 12:29 pm ET 
By Marcy Gordon, AP Business Writer 

SEC Moving to Require Companies to Disclose More Details About Executive Pay, Perks 

WASHINGTON (AP) -- Federal securities regulators moved Tuesday to require companies to provide far greater detail about their executives' pay packages and perks in an effort to shed more light on an area that has provoked investor and public anger. 

The five members of the Securities and Exchange Commission voted unanimously at a public meeting to propose the plan, which would make the biggest changes in rules governing disclosure of executives' compensation since 1992. The proposal will be opened to a 60-day public comment period and could be formally adopted by the SEC sometime afterward, possibly in time to take effect for the spring annual-meeting season next year. 

Companies for the first time would be required to furnish tables in annual filings showing the total yearly compensation for their chairman, chief financial officer and the next three highest-paid executives. The true costs to the bottom line of their pay packages, including stock options, would have to be spelled out. 

"This information is information that shareholders have a right to know," Commissioner Cynthia Glassman said before the vote. 

Also under the SEC proposal: 

--The level at which total executive perks must be detailed would be reduced from $50,000 to $10,000. 

--New disclosure tables for executives' retirement benefits and the compensation of company directors would be required. 

--Companies would be required to explain the objectives behind their executives' compensation. Companies' annual filings would have to include sections written in plain English on executive pay. 

Recent academic studies have shown dizzying leaps in top executives' salaries, bonuses and stock benefits in recent years, as well as big increases in executive compensation as a percentage of company earnings -- money that otherwise would go to shareholders. At the same time, critics of corporate conduct underline what they see as a disconnect between company officials' pay and performance. 

"It has been a very long time since the (SEC) has revised these rules," agency chairman Christopher Cox told reporters last week. The tighter rules are needed "to eliminate the surprise of hidden payments" to executives and to ensure that shareholders are fully informed, he said. 

Still, some critics of corporate conduct don't believe fuller disclosure of compensation goes far enough because it won't rein in runaway pay and may even create competitive pressure among companies that will push it up. 

Even after the corporate scandals of 2002, as some companies continued to lavish on their executives extravagant pay packages with scant justification -- and often tied to short-term leaps in stock prices -- the SEC began in 2004 to consider tightened disclosure requirements for compensation. 

In one high-profile case, the SEC said in September 2004 that General Electric Co. violated the law by failing to fully disclose to investors the millions of dollars in perks enjoyed by its retired chief executive Jack Welch, one of Wall Street's most admired CEOs. They included unlimited personal use of GE's planes, exclusive use of an $11 million apartment in New York City, a chauffeured limousine, a leased Mercedes, office space, financial services, bodyguard security and security systems for Welch's homes. 

The SEC did not fine GE in the settlement but won a promise from the company to fully disclose such benefits in the future. The agency also has brought cases involving disclosure of compensation against Tyson Foods Inc. and The Walt Disney Co.

Big CEO pay packages may soon be crystal clear 

By Greg Farrell, USA TODAY

Responding to a wave of outrage over the pay packages of some CEOs, federal regulators will propose a rule next week that would force public companies to disclose, in a single number, the total compensation of each of their top executives.

In a meeting with journalists Tuesday, Securities and Exchange Commission Chairman Christopher Cox explained that the proposal, to be voted on next Tuesday, would bring the SEC rules on compensation disclosure up to date with changes in the way the marketplace rewards senior managers.

Cox pointed out that since 1992, the last time the SEC weighed in on the matter, various forms of pay — from stock options to deferred compensation to post-merger termination payments — had led to some confusion over how compensation should be disclosed. "We are moving from the status quo to a disclosure regime in which, to the maximum extent possible, the current year's compensation is fully reported," he said. 

The proposal, which is still not finalized, will likely contain:

• A requirement that companies disclose, in tabular form, the total compensation paid to the CEO, CFO and the next three highest officers. Until now, a CEO's cash salary and bonus might be in one part of a company's financial disclosures, while information about supplemental compensation and other benefits were in a different part. Under the new rule, all of that compensation would have to be spelled out in one easy-to-read table. Companies would also have to put a dollar value on the stock options granted to executives.

• A requirement that companies disclose the value of the retirement packages awarded to the top five named officers of a company. This component gained popularity following the disclosure of a generous retirement package awarded to Jack Welch, former CEO of General Electric. GE never disclosed details about Welch's retirement package, which included use of a Manhattan apartment, a country club membership, use of the corporate plane and Red Sox tickets. Instead, they came out in 2002 during divorce proceedings between Welch and then-wife Jane Beasley.

• A lowered threshold for reporting "perks" awarded to top executives. Companies now must report perks that add up to more than $50,000, or 10% of an executive's salary and bonus. The new rule would require reporting all perks that add up to $10,000.

• A new requirement forcing companies to disclose termination payouts that kick in when an executive leaves after selling or merging the company.

• A table for directors clearly showing how much money each board member received in a given year.

Alan Beller, director of the SEC's division of corporation finance, told reporters Tuesday that the commission had no interest in changing executive compensation, just in improving its disclosure. "We do not have our thumb on the scale of compensation," he said.

Lynn Turner, managing director of Glass Lewis, says more than improved disclosure is needed. "Disclosure in and of itself is not going to stop the runaway compensation train," Turner says. He'd rather see compensation packages put to a shareholder vote each year.
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Abstract 

It isn't yet clear how backdating may have been carried out. Grants typically are approved in writing by directors, and it's possible that in some cases documents were altered. Vitesse Semiconductor Corp. has fired three executives over the "integrity of documents" related to options. It's also possible that executives took advantage of directors' inattentiveness to secure retroactively priced grants, or directors may have knowingly approved a grant carrying an earlier date.

Paul Gudonis, a director who sits on the company's compensation committee, said the grants "corresponded to compensation-committee meetings." Officials at Boston Communications, whose prospects have dimmed of late following the loss in May last year of a patent case, declined to comment. Mr. [Snowden] didn't return messages. The options currently can't be exercised for profit, because the company's share price has tumbled in recent years to below where it was when they were granted.

Douglas Chappell, former general counsel for Renal and a lawyer now with Fresenius, said Mr. [Sam Brooks] would typically schedule compensation- committee meetings to coincide with low points in the company's stock price. Asked how Mr. Brooks could anticipate rises in the price time after time, Mr. Chappell said that Mr. Brooks's knowledge of the industry was such that he knew when a recovery was likely after a downturn. "It was inconceivable that there was backdating," Mr. Chappell said, "but it was not inconceivable that Mr. Brooks was looking to spread the wealth" by picking dates when the stock price was low.

Full Text (2960   words) 

In 2001, KLA-Tencor Corp., a leading semiconductor-equipment maker, granted its top executives, including Chairman Ken Levy, two batches of stock options. They arrived on unusually fortunate days for the executives: The first dated at the share price's first-half low; the second at its second-half low.

In all, Mr. Levy received 10 grants from KLA-Tencor and its predecessor company between 1994 and 2001 -- all preceding quick runups in the share price; an analysis by The Wall Street Journal found the probability that that pattern occurred merely by chance is tiny -- around one in 20 million.

Mr. Levy and company executives didn't return repeated phone and email messages.

Over the past two months, questions about the timing of executive options have rocked more than a dozen companies, leading to probes by board committees, securities regulators and federal prosecutors. Ten executives or directors at these companies have left their posts in recent weeks.

Now a fresh statistical examination by the Journal has turned up five additional companies, including KLA-Tencor, with highly improbable patterns of options grants, similar to those of some companies already facing scrutiny from federal authorities.

The newly identified companies span the U.S. and do everything from making telescopes to running dialysis clinics. One is Boston Communications Group Inc., a prepaid-wireless-technology provider, which in three out of five years gave grants to senior executives priced on the very day when its stock was at annual lows.

The five companies are noteworthy for nearly always awarding top executives option grants dated just ahead of a sharp rise in the company's share price. The dates also were often at the bottom of steep dips in the share price. The statistical analysis doesn't prove any wrongdoing. It is possible that the sharp rises after grants result from luck, a sense of market timing or some other factor. But the repeated grants before sharp stock gains raise the question of whether the grants were actually awarded later, then backdated to the more favorable time, or otherwise gamed.

The federal options probe has already tamped down share prices of companies under scrutiny and triggered yet another wave of suspicion about misbehavior in the executive suite. Backdating "represents the ultimate in greed," says Arthur Levitt, a former chairman of the Securities and Exchange Commission. "It is stealing, in effect. It is ripping off shareholders in an unconscionable way."

The methodology used by the Journal to detect highly improbable grant patterns was reviewed by David Yermack, an associate professor of finance at New York University's Stern School of Business, and by Erik Lie, an associate professor of finance at the University of Iowa. Both scholars have studied options timing. John Emerson, an assistant professor of statistics at Yale University, developed a computer program to calculate probabilities for the grants.

Mr. Lie, who wrote a watershed academic paper suggesting that options backdating could be pandemic, believes that scores more companies could come under the microscope. His data on thousands of option grants show that, on average, shares perform far better than normal in the periods after option dates. The aberration is so large, Mr. Lie says, that backdating or some other means of grant timing "must be widespread."

Last week, the U.S. Attorney for the Southern District of New York issued subpoenas to a half-dozen companies. Two more companies disclosed they had received inquiries from the SEC, which is examining at least 20 companies for potential backdating or other manipulation of options timing.

Wall Street analysts are sifting through securities filings for signs of fortunately timed options, figuring that disclosure of a problem, or even the specter of one, is likely to send shares of a company reeling. Several companies already caught up in the probe have said they will need to restate years of past financials to account for additional expense from granting underpriced options. UnitedHealth Group Inc., the giant Minnetonka, Minn.-based insurer, says it may need to restate three years of financial results, pulling down net income by as much as $286 million over the period.

Of the companies that are under scrutiny, one has fired three executives, and three resigned from another. At a third, Power Integrations Inc., the chairman and the finance chief resigned, and at Brooks Automation Inc. two directors stepped down.

Stock options have long been a popular carrot to dangle before top executives, giving them a stake in improving the shareholders' lot. The idea: The executives make money only if the share price rises. Typically, options for top executives can be granted only by the board or its compensation committee, and are supposed to carry a "strike," or exercise, price equal to the market value at the time the options are approved by directors. A recipient sometimes must wait a year or more for the option to "vest," then can cash out the option if the share price is above the option's strike price.

But backdating -- deliberately moving the grant date earlier, to a more beneficial time when the price was lower -- in effect gives the executive an instant paper profit, undermining the incentive purpose of options. Companies caught backdating risk disclosure and securities-fraud violations. Executives who perpetrate such a scheme can face wire fraud and other criminal charges.

It isn't yet clear how backdating may have been carried out. Grants typically are approved in writing by directors, and it's possible that in some cases documents were altered. Vitesse Semiconductor Corp. has fired three executives over the "integrity of documents" related to options. It's also possible that executives took advantage of directors' inattentiveness to secure retroactively priced grants, or directors may have knowingly approved a grant carrying an earlier date.

Most of the unusual options grants appear to have occurred from the mid-1990s through August 2002, when the Sarbanes-Oxley corporate- governance act tightened disclosure requirements, curtailing the potential for retroactively dated grants. Many companies, including some of the largest, grant options around the same time every year -- say, at the board's first-quarter meeting -- thus curbing the potential for backdating. Most of the unusually favorable grants occurred at companies that don't have a fixed schedule for doling out options.

Under accounting rules that were long in effect until recently, issuing a below-market option should trigger extra compensation expense, reducing a company's net income. Companies that failed to record that expense may have to restate their financial results, in some cases going back many years. Backdating also could run afoul of complex tax laws, requiring companies and individual to pay back taxes and penalties.

KLA-Tencor was formed from the merger of two major suppliers of semiconductor equipment. It is a powerhouse in the specialized and expensive gear used by the world's largest chipmakers to test the quality of their complex production systems. It has a market value of about $9 billion. Based in San Jose, Calif., KLA-Tencor has generated a fortune for Mr. Levy, the founder of one of its predecessors.

The company has assured shareholders -- whose holdings in the company get diluted each time an option is exercised -- that its option grants serve an important incentive purpose. "Stock options are granted at market price on the date of grant and will provide value to the executive officers only when the price of the Company's Common Stock increases over the exercise price," KLA-Tencor's compensation committee members wrote in a report filed with the company's 2002 proxy statement.

KLA-Tencor's 2001 stock chart looks a bit like a "W," with sharp drops in April and October. Mr. Levy and other top executives were granted options dated at the very bottom of each dip. One grant carried an exercise price of $29.31; the other, $32.75. KLA-Tencor shares now trade around $45, which means the options could be yielding millions in gains.

But had either 2001 grant come a bit more than a month later, it would have carried an exercise price closer to $50, yielding zero potential profit today.

It wasn't the only time that KLA executives, including Mr. Levy, former CEO Kenneth Schroeder and current chief Rick Wallace, received propitious grants. Grants to Messrs. Levy and Schroeder in 1998 and 2000 also were dated at that year's lowest closing price.

The 1998 grant proved lucrative for the executives. Mr. Levy has reaped at least $6 million from cashing out options issued then, while Mr. Schroeder has pocketed at least $10 million. Mr. Levy didn't return phone or email messages. Neither the company's chief financial officer nor a company spokeswoman returned several messages seeking comment. Mr. Schroeder couldn't be reached to comment.

Among the other companies flagged by the Journal's analysis: Meade Instruments Corp., which makes telescopes familiar to amateur and professional astronomers. The Irvine, Calif., company, whose products are sold at Wal-Mart Stores Inc. outlets and elsewhere, had sales of $112 million in the fiscal year ended February 2005.

Between 1998 and 2002, founder John Diebel received six option grants. Two were dated at yearly-low closing prices. Another tied for a quarterly low. Immediately after one particularly well-timed grant, dated March 3, 2000, at the lowest closing price of that year, shares more than tripled over the next 20 trading days.

A statistical analysis indicates that the likelihood of a pattern as favorable, or more favorable, than Mr. Diebel's if grant dates had been chosen randomly -- without regard to share price -- is about one in 800,000.

Mr. Diebel said he was more concerned with building the business than executive compensation, and says that he made only about $60,000 on his options. "Not to seem cavalier," he said, "I never worked for money."

He said that given the "high level of integrity with which the company has been run and the quality of its legal advice both inside and outside the company, I would be shocked if there was any inappropriate activity with regard to Meade's granting of stock options."

The company's general counsel, Mark Peterson, said he believed all options were granted "in compliance with the terms and conditions" of the company's incentive plan and were in accord with applicable SEC rules and regulations. Mr. Peterson said he did not believe that options had ever been granted below fair market value at Meade. He also said the company to the best of "my knowledge has never granted options in order to take advantage of material nonpublic information."

All six of the companies named in a March article by the Journal, using the same statistical methodology, are facing government probes. Several, including UnitedHealth, Comverse Technology Inc. and Affiliated Computer Services Inc. have admitted to past problems with the option-grant process, and may restate earnings. Jabil Circuit Inc., of St. Petersburg, Fla., denied any problem with backdating.

The new analysis found that grants dated before sharp stock run-ups were also frequently enjoyed by E.Y. Snowden, chief executive of Boston Communications. In seven grants from 1998 to 2002, Mr. Snowden received options dated at the year's lowest close three times, with one of those three tying for the yearly low. Two others were dated at quarterly lows. (The first grant, not dated at a low point, was issued on the same day Mr. Snowden signed his employment agreement as CEO, according to the company's proxy.) The Journal estimates that the probability of Mr. Snowden's pattern occurring by chance is around one in five million.

Paul Gudonis, a director who sits on the company's compensation committee, said the grants "corresponded to compensation-committee meetings." Officials at Boston Communications, whose prospects have dimmed of late following the loss in May last year of a patent case, declined to comment. Mr. Snowden didn't return messages. The options currently can't be exercised for profit, because the company's share price has tumbled in recent years to below where it was when they were granted.

Renal Care Group Inc., a Nashville-based company that offers dialysis services to tens of thousands of patients at hundreds of facilities, also shows a pattern of seemingly well-timed options. Between 1997 and 2002, it made six grants to top executives, including CEO Sam Brooks and No. 2 executive Gary Brukardt. Shares posted double-digit gains in the 20 trading days following five of the grant dates -- twice rising more than 30%. One grant landed on the year's low, and two others were dated at quarterly lows. The Journal's analysis puts the odds of the executives' pattern occurring if the dates had been chosen by chance at about one in 100 million.

Earlier this year, Germany-based Fresenius Medical Care AG bought Renal Care for $3.5 billion. Mr. Brukardt, who remains an executive of Fresenius, couldn't be reached for comment. A Renal Care spokeswoman declined to comment. Mr. Brooks died in 2003. The executives received grants with strike prices ranging from about $9 to about $19, adjusted for splits, from 1997 to 2002. Fresenius paid $48 a share to buy the company.

Douglas Chappell, former general counsel for Renal and a lawyer now with Fresenius, said Mr. Brooks would typically schedule compensation- committee meetings to coincide with low points in the company's stock price. Asked how Mr. Brooks could anticipate rises in the price time after time, Mr. Chappell said that Mr. Brooks's knowledge of the industry was such that he knew when a recovery was likely after a downturn. "It was inconceivable that there was backdating," Mr. Chappell said, "but it was not inconceivable that Mr. Brooks was looking to spread the wealth" by picking dates when the stock price was low.

Grants at Trident Microsystems Inc., a chipmaker in Sunnyvale, Calif., also preceded sharp run-ups. Each of seven grants between 1995 and 2001 to chief executive Frank Lin were dated ahead of a double- digit rise in share price over the next 20 trading days. That's all the more remarkable because between 1995 and 2001, Trident shares were generally heading down; indeed, they lost nearly 80% of their value between the time of Mr. Lin's first grant in 1995 and the last in 2001.

One grant, dated Dec. 20, 2000, came ahead of a 67% leap. The day tied for the lowest closing price of the year. According to the Journal's analysis, the odds of the seven-grant pattern having come by chance were around one in 100 million.

Trident's shares have been hot lately, thanks to strong demand for fancy televisions that Trident helps equip, such as flat-panel and high-definition sets. Mr. Lin realized $44 million by exercising options between July 1, 2005, and March 31, 2006. The options' value were enhanced by Trident's rising share price -- and by the fortuitous pricing of the options.

An outside lawyer for Trident, John Howard Clowes, said the company's normal option-granting time is late July to October. He said the December 2000 grant followed by two days a meeting in which shareholders approved additional shares for the company's option plan. Mr. Clowes said the board approved the grant, either at a meeting or through written consent, on Dec. 20. He said Mr. Lin declined to comment. Mr. Clowes declined to comment about the other grants.

John Edmunds, Trident's chief financial officer, said in an email yesterday that the company had referred the options-timing issue to the audit committee of its board. As for Mr. Lin's recent options gains, Mr. Edmunds said that the CEO had held all the grants more than seven years, including during a difficult time for Trident, and that the vast majority of his gains came from the recent surge in the company's stock price, not from the specific timing of any grant. "This was not a circumstance where someone got rich quickly or easily or made a lot of money simply because of the timing of the grant," Mr. Edmunds said.

Mr. Lie, of the University of Iowa, believes that only a small minority of the companies that may have engaged in backdating or grant-timing will turn up such extreme patterns. Those that may have moved grants by only a few days or weeks, to secure a small advantage, are unlikely to be flagged by statistics.

Among the companies with several highly unusual grants but not a stark overall pattern is B/E Aerospace Inc., a Wellington, Fla., maker of aircraft interiors. The company came under investor scrutiny late last week because its chief executive, Amin J. Khoury, was one of two directors who abruptly resigned from the board of Brooks Automation, a company caught up in the backdating probe.

Brooks Automation has said it will likely need to restate some seven years of earnings because of option problems. It is under investigation by the SEC. Mr. Khoury and the other director who resigned were on the company's compensation committee in 2000, and were the only directors to have received a favorably priced grant with the same date as the options granted to Brooks Automation's CEO. Brooks Automation said Mr. Khoury and the other director resigned voluntarily, so that management and the board wouldn't be distracted by past events as they wrestle with the current situation.

But B/E Aerospace has its own history of unusually priced grants to Mr. Khoury. He received a grant priced on Dec. 17, 1997, at the lowest price of the second half of that year. Some other grants were priced at monthly or quarterly lows, though still others came at unremarkable times. Mr. Khoury couldn't be reached over the weekend, and he did not return messages last week.

Friday, following Mr. Khoury's resignation from the Brooks Automation board, shares in B/E Aerospace dropped 10% as investors fretted about possible repercussions for Mr. Khoury and his own company. In an interview Saturday, B/E Aerospace's finance chief, Tom McCaffrey, said all that company's grants were dated at the time they were approved by directors, and that the actions at Brooks Automation were "absolutely irrelevant" to B/E Aerospace.

