Executive Pay:

The 9/11 Factor

As stocks sank after
the attacks, scores of
companies rushed
to tssue options to
top officials. Some
reaped millions.

By CHARLES FORELLE,
JAMES BANDLER
And MARK MAREMONT

N SEPT. 21, 2001, rescuers
dug through the smolder-
ing remains of the World
Trade Center. Across
town, families buried two
firefighters found a week earlier. At
Fort Drum, on the edge of New York’s
Adirondacks, soldiers readied for de-
ployment halfway across the world.

Boards of directors of scores of
American companies were also busy
that day. They handed out millions of
bargain-priced stock options to their
top executives.

The terrorist attack shut the U.S.
stock market for days. Whenitreopened
Sept. 17, stocks skidded more than 14%
over five days, in the worst full week for
the Dow Jones Industrial Average since
Germany invaded France in May 1940.
But for recipients of options, the lower
their company’s stock price when op-
tions are awarded the better, since the
options grant a right to buy shares at
that price for years to come. The grants
setrecipients up for millions of dollars in
profit if the shares recovered.

A Wall Street Journal analysis
shows how some companies rushed,
amid the post-9/11 stock-market de-
cline, to give executives especially
valuable options. A review of Stan-
dard & Poor’s Execu-

Comp data for 1,800 lead-
ing companies indicates
that from Sept. 17, 2001,
through the end of the
month, 511 top executives
at 186 of these companies
got stock-option grants.
The number who re-
ceived grants was 2.6
times as many as in the
same stretch of Septem-
ber in 2000, and more
than twice as many as in

Home Depot grants
one million options to
CEO Robert Nardelli

In the wake of 9/11, about
90 big companies that
didn’t usually grant stock
options in September did so
as their falling stocks made
options potentially more
valuable for executives.

Number of executives who got stock

options in September of different years, ........... 1.

T. Rowe Price grants  Merrill Lynch grants
280,000 options to two 753,770 options to
top executives Stanley O’Neal
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UnitedHealth grants Teradyne grants
96,000 options 1,023,315
to executive options to seven
R. Channing Wheeler top executives
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Note: Grant data, from Standard & Poor's ExecuComp, encompass 1,800 leading companies. Data include options to
companies’ top executives—typically the CEO and the four next most highly compensated officers.

Option totals are adjusted for splits.

*Estimates of grant dates based on expiration dates. Based on entire S&P ExecuComp database of 1,800 companies.
Sources: Standard & Poor's ExecuComp; WSJ research; WSJ Market Data Group

the like period in any other year be-
tween 1999 and 2003.

Ninety-one companies that didn’t regu-
larly grant stock options in September did
soin the first two weeks of trading after the

terror attack. Their grants
were concentrated around
Sept. 21, when the market
reached its post-attack low.
They were worth about $325
million when granted, based
on a standard method of valu-
ing stock options.
The 91 companies in-
cluded such corporate icons
., as Home Depot Inc., Black &
% Decker Corp. and United-
£ Health Group Inc. It in-
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g cluded two companies di-

rectly touched by the tragedy. Mer-
rill Lynch & Co., across the street
from the Twin Towers, lost three em-
ployees. On Sept. 24, Merrill granted
its president options to buy more
than 750,000 shares, at a price 15%
below the pre-attack level. At Tera-
dyne Inc. in Boston, an employee
delayed a business trip until Sept. 11
to attend a son’s soccer game and
died on American Flight 11. Tera-
dyne that month gave its CEO more
than 600,000 options at a price en-
abling him to buy stock at 24% below
its pre-attack level.

At Stryker Corp., a Michigan
maker of orthopedic products, one-
time stock-option-committee member
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