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September 15, 2009

Via Electronic Mail

Elizabeth M. Murphy

Secretary

Securities and Exchange Commission
100 F Street, N.E.

Washington, D.C. 20549-1090

Re:  Proxy Disclosure and Solicitation Enhancements (S7-13-09)
Dear Ms. Murphy:

I write to express support for the Securities and Exchange Commission’s Proposed Rule, Proxy
Disclosure and Solicitation Enhancements (the “Proposed Rule”). As principal fiduciary of the
$21.8 billion Connecticut Retirement Plans and Trust Funds (“CRPTF”), I have long been an
advocate for responsible executive compensation policies and practices, including a more
rational correlation between pay and long-term company performance, greater transparency
surrounding executive pay — such as disclosure of compensation consultants — and greater
shareholder input on compensation-related issues. I have also supported initiatives to strengthen
the accountability of corporate boards and enhance their role in risk oversight.

These initiatives reflect my conviction that corporate governance can and does affect the value of
companies in the CRPTF’s portfolio. Robust board oversight is a valuable counterweight to
management’s undue influence. Appropriate incentives linked to company performance reward
superior performance without encouraging excessive risk taking. The Proposed Rule will give
investors meaningful information about corporate governance and compensation that will enable
them to evaluate company practices and make better-informed voting and investment decisions.

Attached are my comments concerning some of the questions raised by the Commission as well

as suggested changes to strengthen various provisions of the Proposed Rule. My main point calls
on the SEC to consider adopting the following as part of the Final Rule.
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Proposed Reforms in the CD&A

¢ Disclosure of pay elements that impact risk and decision-making, including internal pay
equity, “hold-to-retirement,” and clawback provisions;

¢ Discussion of performance metrics and specific targets for performance measurement
periods that have ended;

¢ Disclosure of realizable compensation, accumulated wealth and walk-away pay;

Compensation Consultant Disclosure

¢ Disclosure of all fees paid when a consulting firm provides executive
compensation/director consulting and other kinds of services to the same company;

¢ Disclosure of policies and procedures at compensation consulting firms designed to
mitigate conflicts of interest, including equity ownership and incentive compensation
arrangements;

Compensation Committee Report

® Requirement for board compensation committees to sign off on the compensation
committee report such that the report is deemed “filed” and inclusion of the CD&A
disclosure within this report;

Proposed Reforms Related to the Board of Directors

e Extension of disclosure of director skills and experience to include qualifications to serve
on key committees, such as audit and compensation committees; and

¢ (larification of “material risk” to include risk related to sustainability, such as climate
risk.

Beyond our comments, please also know that I support the perspective of the Council of
Institutional Investors in its separate comment letter to the SEC on the Proposed Rule.

I appreciate the opportunity to express my views to the Commission on this matter. Please feel
free to contact Assistant Treasurer of Policy Meredith Miller should you have any questions
concerning these comments. Ms. Miller can be reached at (860) 702-3294 or
meredith.miller@ct.gov.

Sincerely,

C Ldouiic A o

Denise L. Nappier
State Treasurer

Attachment



Comments of Connecticut State Treasurer Denise L. Nappier
Proxy Disclosure and Solicitation Enhancements (S7-13-09)

Background

The CRPTF has long viewed executive compensation as among the most important
corporate governance issues. How a board chooses to pay executives reveals a great deal about
how well the board is fulfilling its responsibilities on behalf of shareholders. As the financial
crisis has demonstrated, misaligned incentives can induce executives to take risky actions that
are not in companies’ and shareholders’ long-term best interests. Recently, public and media
attention has reinforced the CRPTF’s commitment to effecting compensation reform.

To that end, the CRPTF has promoted initiatives at individual companies on a variety of
executive compensation issues with a focus on fostering pay practices that reward long-term
sustainable performance at portfolio companies. The CRPTF also engaged Citigroup and AIG on
issues related to risk and executive pay. Shareholder proposals seeking an advisory vote on
executive pay at three companies—Sun Microsystems, CVS Caremark and Tupperware
Brands—garnered majority shareholder support, while two others received significant votes in
favor. Other initiatives dealt with compensation consultants, internal pay equity, severance
policy and “hold-to-retirement” requirements.

Throughout these engagements, the CRPTF has stressed the importance of ensuring that
shareholders have sufficient disclosure about pay policies and practices to make informed voting
and investment decisions. Settlements of proposals at Limited Brands, Merck and Avon Products
led those companies to include enhanced disclosure on compensation consultants in their proxy
statements. Similarly, the CRPTF’s engagements at Goodyear Tire & Rubber and Lockheed
Martin in 2009 resulted in more proxy disclosure regarding the role of internal pay equity in the
pay-setting process; similar engagements in 2008 also brought about disclosure improvements.

The CRPTF has also been active on issues related to board accountability and leadership,
as well as board oversight of risk. A shareholder proposal pressing for an independent board
chairman at Walt Disney Co. contributed to the company’s decision to separate the roles. This
year, the CRPTF sponsored proposals on the subject at Exxon Mobil and Time Warner. The
CRPTF also continues to engage with companies on other issues critical to the bottom line,
including board diversity and climate risk.

Proposed Reforms to the CD&A

The changes the Commission has proposed to the Compensation Discussion and Analysis
(“CD&A”) section of the proxy statement will provide investors with meaningful information
that will improve the quality of voting and investment decisions. The changes should apply to
all companies that file proxy statements, as there is no reason to believe that compensation
policies and practices have less impact at smaller companies or companies in particular
industries, the recent focus on financial companies notwithstanding.

The Commission’s proposal to require companies to include in the CD&A a discussion of
how compensation policies and practices create risk that may have a material effect on the
company is commendable. Especially critical is its coverage of policies and practices applicable



not only to senior executives but also to employees further down in the organization. Although
the compensation of senior executives is important because they oversee the development and
execution of company strategy, the compensation of lower-level personnel, such as risk
managers, traders and business area heads, can have at least as large an impact on risk. The
Commission should expand this discussion to include elements of director pay that could create a
material risk, since the incentives provided to directors can also skew decision making.

The Commission should provide more guidance to companies in determining whether a
risk is material for purposes of this discussion. Experience under the principles-based approach
of the CD&A has shown that many companies will use the absence of a specific requirement or
illustration to conclude that disclosure is not necessary on a topic. For that reason, it would be
useful for the Commission to provide examples of the types of risks included in this new
discussion.

Further, the Commission should require disclosure, including not just description, but
analysis, on several specific items that apply to companies of all sizes and industries and about
which there is widespread agreement regarding their possible material impact on risk. Those
items are:

e Whether a company has a “hold-to-retirement” or similar policy and, if it does, that
policy’s terms; if not, why not;

e Whether the company has a clawback or similar policy and, if it does, a description of
that policy; if not, why not;

e Whether the company has any mechanism for retaining some portion of executive
bonuses for a period of time to ensure that the performance on which the bonus was
based was sustainable; if not, why not; and

e Whether and how the company considers internal pay equity in setting executive pays; if it
doesn’t, why not.

To allow shareholders to determine whether compensation received by an executive is the
result of performance goals set by the compensation committee, the degree to which the
executive meets those goals, and the timing of actual payments of compensation, the
Commission should require a tabular presentation that clearly delineates these. The presentation
should include (a) the potential (or realizable) compensation for the current year for each Named
Executive Officer (NEO) in each compensation category, based on the performance metrics set
for that executive (this could be a range), (b) the compensation in the past year, based on
performance against performance metrics, and (c) the actual compensation received during the
past year (including vesting of restricted stock, exercise of stock options, salary, bonus, etc.).

To clearly show how compensation is related to performance, companies should also be
required to disclose performance metrics and specific targets for performance measurement
periods that have ended. Investors have been disappointed by the frequency with which
companies have refused to disclose this information, claiming that to do so would cause
competitive harm. The likelihood of such harm with respect to targets no longer in use is
remote, and not disclosing them prevents investors from accurately assessing how strong the link
is between pay and performance and whether the choice of performance metrics or targets
incentivizes the taking of excessive risk.

Finally, the Commission should mandate disclosure of accumulated wealth and walk-
away pay in the CD&A. Specifically, the Commission should require companies to disclose the



total value of all equity (including the value of all vested stock options) and pension benefits held
by a NEO at the end of the reporting period. Moreover, investors would greatly benefit from
tabular disclosure of walk-away pay, including potential payments under different termination
scenarios such as retirement, termination for cause, termination without cause, or a change-in-
control. Such disclosure would provide shareholders with a more complete picture of
compensation practices and awards at the companies in which they invest.

Compensation Consultant Disclosure

We thank the Commission for considering our May 12, 2008, rulemaking petition' to
require disclosure of more information on consultants engaged to advise on executive
compensation and strongly support the Proposed Rule. Although consultants’ advice and survey
data are often cited by companies in justifying levels of pay and pay programs, investors do not
have any way of knowing whether this advice is independent. Specifically, investors aren’t able
to assess the extent to which a consultant’s objectivity might be compromised by the provision of
other consulting services, not related to executive compensation, for the company or its
management.

There is reason to believe that conflicts of interest involving compensation consultants
are worthy of concern. A 2007 study by the House Committee on Oversight and Governmental
Reform (“Oversight Committee Study”), using data subpoenaed from consulting firms, found
that on average, consulting firms that provided both executive compensation and other kinds of
consulting to companies were paid nearly 11 times more for the other consulting than for the
executive compensation services. At 27 companies, this ratio was higher than 20 to one. 2

The Oversight Committee Study also found that more acute conflicts of interest, as
measured by the fee ratio between executive compensation and non-executive compensation
services, were associated with higher levels of executive compensation.” And although the
Oversight Committee did not probe compensation consultant companies on the issue of equity
ownership, it did suggest that consulting firms may actively seek out potential employees who
can cross-sell other products and services unrelated to the consulting function.”

All of this adds up to a strong case for requiring disclosure of services other than
executive compensation consulting a firm has provided to an executive compensation client or its
board, the fees associated with all engagements, the role of management in hiring the consulting
firm for these other services and whether the compensation committee has approved the
provision of other services. To provide a complete picture of actual or potential conflicts of

' Rulemaking Petition No. 4-558, “Request for rulemaking requiring companies to disclose in the proxy
statement the fees associated with all engagements for a single company and any ownership interest a
consultant working for the compensation committee may have in the parent consulting firm,” May 12,
2008.

* House Committee on Oversight and Governmental Reform, “Executive Pay: Conflicts of Interest
Among Compensation Consultants,” at 4 (Dec. 2007). I am aware of other studies that purport to find no
relationship between full-service compensation firms and higher executive pay. Because there currently is
no requirement that companies disclose fees for executive consulting and other consulting services, these
studies rely on narrow slices of information, which precludes them from drawing meaningful conclusions.
> 1d. at 6-7.

* 1d. at 8-9.



interest, the Commission should also require disclosure of any policies the consulting firm has
regarding (a) ownership of equity interests in the firm by consultants who provide executive
compensation consulting services and (b) incentive compensation arrangements that base an
executive compensation consultant’s compensation on revenue derived from services outside the
realm of executive compensation.

The Proposed Rule requires disclosure of information relating to potential conflicts of
interest when a consultant has provided both consulting on executive/director compensation and
other consulting services. The Proposed Rule states that a consultant is not considered to have
provided executive/director consulting services simply by virtue of having “consult[ed] on any
broad-based plan that does not discriminate in scope, terms or operation, in favor of executive
directors or officers . . ..” Although a carveout of this type is sensible, it should be defined
narrowly to ensure that the services it describes are confined to plan design and not to
recommending that a compensation committee take any particular action—such as making a
specific grant or award—under the plan.

The comment record for this release documents that several consulting firms met with
Commissioners Aguilar and Paredes following the release of the Proposed Rule to present a
model proxy disclosure on the selection and role of the compensation consultant. Notably, this
model omits disclosure of the fees paid for executive compensation consulting and other
consulting services provided to the company and it omits any mention of equity ownership by
the consultant who provides executive compensation services.

Unlike the Proposed Rule, which gives the investor the ability to determine if potential
conflicts of interests may exist, the model gives the compensation committee complete
discretion to make that decision, subject to disclosure of its reasoning. Specifically, the model
provides disclosure of fees paid to the consultant’s firm for non-compensation consulting
services only as a percentage of firm revenues. This approach ignores the findings by the
Oversight Committee which showed that 37% of the Compensation Committees who used
compensation consultants that also provided services to management characterized such
consultants as “independent” in the annual proxy statement. Moreover, the percentage cited
above ignores the relevant ratio for conflicts of interest: the proportion of total fees paid for
services provided to the Compensation Committee versus fees for services provided to the
company and its management. Finally, the percentage of revenues approach does not address the
cross-selling incentives that may exist when a single firm provides services to both the
Compensation Committees and to management.

Compensation Committee Report

Under the current rules, the CD&A is part of the company’s disclosure and is deemed
“filed” with the Commission. The Compensation Committee Report, a skeletal section stating
whether the Compensation Committee reviewed and discussed the CD&A and whether it
recommended that the CD&A is included in the company’s annual report and proxy statement, is
deemed filed. The Compensation Committee Report, however, contains none of the substantive
information regarding executive compensation policies and practices that appears in the CD&A.

As aresult, the members of the Compensation Committee do not have ownership of the
CD&A, despite the fact that it is their decisions that determine its contents. The unsatisfactory
disclosures found in the CD&A since it was created by the Commission’s 2006 rule revisions



may stem, at least in part, from this disconnect between compensation disclosures and the
directors responsible for them. The disavowal of responsibility by key actors in the Bank of
America/Merrill Lynch bonus debacle—with both sides blaming the lawyers—illustrates the
nature of the problem.

To remedy this situation, the Commission should fold the CD&A into the Compensation
Committee Report and require that the Compensation Committee Report appear in the proxy
statement above the names of the Compensation Committee’s members. The Compensation
Committee Report should be deemed “filed,” subjecting it to liability under the Exchange Act.
These changes would restore accountability to the Compensation Committee, which is where it
belongs.

Proposed Reforms Related to the Board of Directors

The Commission’s proposed changes designed to elicit more disclosure regarding
director nominees and the role of the board will be helpful to investors in evaluating individual
directors and assessing the board as a whole. The proposed disclosures regarding directors,
especially the proposed new information on the experience, skills and qualifications they bring to
the board, should appear each year, so shareholders can get a complete picture of the board even
if they are not voting on some of the directors that year.

The Commission should extend the disclosure requirements dealing with directors’
qualifications to board committees, including committees such as finance, risk management and
corporate responsibility committees; although these are not considered to be “key” monitoring
committees, they may be as important as key committees at some companies. Companies should
be encouraged to disclose this new information in a user-friendly format; attached to this letter is
an example of such disclosure provided by Canadian public company Nexen, Inc.

Requiring that companies disclose the current board leadership arrangement, why it
believes that arrangement is the best one for the board under the circumstances, and information
regarding the lead director role (if there is one) fills a gap in current disclosure. Although more
large companies are shifting toward having independent board chairmen, the single CEO/chair
arrangement is still the norm among U.S. public companies. Investors currently do not know
why particular board leadership structures are in place at companies.

The Commission has asked whether it should require specific disclosure regarding board
diversity. There is strong evidence that board diversity is associated with better firm
performance. A recent report by the California Public Employees Retirement System entitled
“Board Diversification Strategy: Realizing Competitive Advantage and Shareholder Value,”
found that more diverse boards, especially those with more women, were in place at higher-
performing companies. Companies whose boards were in the top quartile for female
membership outperformed those in the bottom quartile by 53% for return on equity, 42% for
return on sales and 66% for return on invested capital. Accordingly, disclosure regarding the
role of diversity in the director nomination process will be useful to investors in making voting
and investment decisions.

The Commission’s proposal that companies must explain the role of the board in risk
management will be a timely and welcome addition to the proxy disclosure. The recent financial
crisis has highlighted the effect of lax board oversight of risk; investors learned only after the



fact that many companies’ boards did not fully understand the nature and extent of risks the
companies had assumed. This discussion will complement the enhanced disclosure regarding the
qualifications of directors, including the discussion of how directors are a good fit for any risk
management or similar committee.

As with the compensation risk discussion, the Commission should provide guidance
regarding the kinds of risks covered by the rule. Specifically, the Commission should make sure
it is clear in the adopting release that “material risk” can encompass risk relating to
sustainability, such as climate risk. Recently, studies® have found serious shortcomings in
companies’ risk disclosure dealing with climate change, even among companies whose strategies
expose them to material risk from the effects of climate change and regulation designed to
mitigate it. Compensation arrangements that promote a short-term outlook or that focus
exclusively on particular financial metrics can lead executives to pursue strategies that increase
companies’ risk in this area. Accordingly, disclosure of this impact should be required in the
new section.

An analysis of the board’s role in succession planning would also be useful in enabling
investors to understand how the board manages risk. The Commission should require companies
to disclose whether it has approved and maintains a CEO succession plan and, if it has, to
describe the key terms of that plan. Also of value to investors would be disclosure about whether
CEO succession planning has been delegated to a board committee, and, if so, which one.

> See, e.g., The Corporate Library, “Climate Risk Disclosure in SEC Filings: An Analysis of 10-K
Reporting by Oil and Gas, Insurance, Coal, Transportation and Electric Power Companies,” June 2009.
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NOMIMEES

All current directors were alected at the annual meeting on April 28, 2008, and are management nominees for election to the

board, except for Mr. Berry who was appointed on December 8, 2008 and Mr. Bertram and Mr, Romanow who were appointed

10 the board effective January 1, 2009

Independent
Director since Dec, 8, 2008

Areas of Expertise:
Growth
international

CEQ

Exploration
Compensation

Oif and Gas

HSE & SR
Diversity

Witiiam 5. Berry
Houston, Texas, United States

William Berry, 56, is a retired oil and gas executive, He was formerly
Executive Vice President of ConccoPhilflips from 2003 to 2008, He
also held senior exgeutive positions with Phillips Petroleum Co.
His career in the oil and gas industry began in 1976 and includes
experience working in West Africa, the North Sea, Asia, Russia, the
Caspian Sea and North America.

M. Berry has Bachelor and Masters of Science degrees in Petroleum
Engingering from Mississippi State University.

He is a director of Willros Group, Inc.

independent
Director since Jan. 1, 2008

Areas of Expertise:
Growih
Compensation
Governance
Financial

Diversity

Robert §. Bertram
Aurcra, Ontario, Canada

Robert Beriram, 84, is a retired pension investment executive. He
was the Executive Vice President of Ontario Teachers’ Pension Plan
Board {Teachers} from 1990 to December 2008. He led Teachers
investment program and had oversight of the pension fund's growth
10 $108.5 billion from $19 billion when it was established in 1980,
Prior to that, he spent 18 years at Telus Corporation, formerly
Alberta Government Telephones, Before leaving Telus, he was
Assistant Vice President and Treasurer,

Mr. Bertram has a Bachelor of Arts degree in History from the
University of Calgary and a Master of Business Administration from
the University of Alberta. He is a Certified Financiai Analyst (CFA)
charter holder and a holder of an 1CD.D designation (institute of
Corporate Directors and the Rotrnan School of Business).

Robert is the Chair of the Strategic Committee of Glass Lewis
L1.C and 2 director of The Cadillac Fairview Corporation and Maple
Leaf Sports and Entertainment Ltd, He is also a director of several
not-for-profit boards and societies, including the Canadian Public
Accountability Board (CPAR).

NEXEN INC. 2009 MANAGEMENT PROXY CIRCULAR
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Dennis 6. Flanagan
Calgary, Alberta, Canada

Not Independent
Direclor since May 17, 2000

Areas of Expertise:
Growth
international

CEO

Gil and Gas
Govearnance
Financial

Diversity

Dennis Flanagan, 68, is a retired oif and gas executive. He worked
in the oil and gas industry for more than 40 years with Ranger
Qil Limited (Ranger) and ELAN Energy inc. (ELAN), most recently
as Executive Chair of ELAN unti it was bought by Ranger in 1987
He was involved in 2ll phases of exploration and development in
Canada, the US and the UK North Sea.

Mr. Flanagan completed the Registered Industrial and Cost
Accountant program, the predecessor to the Certified Management
Accountant program, in 1987, He worked in various accounting and
management positions at Ranger, including as the Chief Financial
Officer [CFO) and Executive Vice President (EVP).

Dennis fs Chair of Canexus income Fund, an affiliate controlled by
Nexen, and a director of NAL Oil & Gas Trust. He is also founding Chair
of STARS ({Shock Trauma Air Rescue) Foundation.

8. Barry Jackson
Catgary, Alberta, Canada

Independent
Director since Sept. 1, 2001

Health, Safety,
Eavironment and
Social Responsibility
[HSE & SR) Committea
Chair since May 8, 2003

Areas of Expertize;
Growth

CEO
Compensation

Gil and Gas
Governance

HSE & SR
Diversity

Barry Jackson, 56, is a retired oil and gas executive. He was
formerly the Chair of Resolute Energy Inc. and Deer Creek Energy
Limited. He was also President, Chisf Executive Officer (CEQ) and
a director of Crestar Energy Inc. (Crestar), He has worked in the ot
and gas industry since 1974 and held senior executive positions
with Northstar Energy Corporation ant Crestar.

M. Jackson has a Bachelor of Science degree in Engineering from
the University of Calgary and is a member of the Association of
Professional Engineers, Geologists and Geophysicists of Alberta,
He has served on the boards of several public companies and on
the audit committees of somae of those boards.

Barry is Chair of TransCanada Corporation and TransCanada
Pipelines Limited and a director of WastJet Airlines Lid.

Kevin J. Jerkins
Calgary, Alberta, Canada

Independent
Director since Dec, 17, 1996

Compensation and
Human Resources
(Compensation)
Committee Chair since
April 27, 2006

Audit committee
financial expert

Areas of Expertise:
Growth
Interrational

CEG
Compensation
Governance
Financial

HSE & SR

Kevin Jenking, 52, is a Managing Director of TiWest Capital Partners,
an independent private equity firm. He was President, CEC and a
dirgctor of The Westaim Corporation from 1996 to 2003. From 1985
to 1986 he held senior executive positions with Canadian Airlines
International Lid, {Canadian). He was elected to Canadian's boarg
of directors in 1987, appeinted Prasident in 1991 and appointed
President and CEQ in 1994, Earlier in his career, he was CFO
of Canadian.

Mr. Jenkins has a Bachelor of Laws from the University of Alberts and
a Master of Busingss Administration from Harvard Business School.

Kevin is Vice Chair and a director of World Vision Canada.

MEXEN INC, 2000 MANAGEMENT PROXY CIRCULAR



Independent
Dirgctor since July 5, 2006

Areas of Expertise:
Growth
International
Governance

HSE & SR
Diversity

A. Anne Ncleltan, PG,
Edmonton, Alberta, Canada

The Honourable Anne Mclellan, 58, has been counsel at Bennett Jones
LLP, Barristers and Solicitors, and Distinguished Scholar in Residence
at the University of Aiberta in the institute for US Polioy Studies since
2006. Previously, she served as the Liberal Member of Parliament
for Edmonton Centre from 1993 10 2006. Between 2003 and 2006,
she served as the Deputy Prime Minister and Minister of Pubtic
Safety and Emergency Preparedness. Before that, she served as
Minister of Health, Minister of Justice and Attorney General, Minister
of Natural Resources and Federal Interlocutor for Métis and
Non-Status indians.

Prior to entering politics, Ms. Mclellan taught law at the University of
New Brunswick and the University of Alberta, serving as Associate
Dean of the Faculty of Law at the University of Alberta from 1988
10 1987 and as Acting Dean from July 1891 to Juns 1892,

Ms. Mclellan holds Bachelor of Arts and Bachelor of Laws degrees
irom Dathousie University and a Master of Laws degree from King's
College, University of London. She was appointed 1o the Privy
Council of the Government of Canada in 1893.

Anne is also a direcior of Agrium Inc. and Cameco Corporation.

Independent
Director since Jan, 5, 2004

Areas of Expertise!
Growth
International
Compensation

Cil and Gas
Financial

HSE & SR

Eric P Mewell, 0.0,

Edmeonton, Alberta, Ganada

Eric Nawall, 64, is the retired Chancellor of the University of Alberta,
a position he held from 2004 to 2008. He is the retired Chair and
CEQ of Syncrude Canada Ltd. (Synorude), positions he held from
1894 and 1989, respectively, until 2004. He served as President of
Syncrude from 1989 to 1987, Prior to that, he worked with Impeyial
Qi Limited and Esso Petroleumn Canada Lid.

My, Newell holds a Bachelor of Applied Science degres in
Charnical Engineering from the University of British Columbia and
a Masters of Sclence in Management Studies from the University
of Birmingham, England, He has received Honorary Doctorates of
Law from Athabasce University, University of Alberta, University
of British Colurnbia and University ot Lethbridge, and an Honorary
Diploma from Northern Alberta Institute of Technology {NAIT). He
is an Officer of the Order of Canada and a member of the Alberts
Order of Excellence,

Eric is the Chair of CAREERS: The Next Generation and Alberta
Energy Research Institute, Vice Chalr of Lisutenant Governor Arts
Award Foundation, and a member of the boards of C.D. Howe
Institute, Telus World of Science, The Gairdner Foundation, Junior
Achievermnent of Northern Alberta and The Learning Partnership, As
past Prasident of the Alberta Chamber of Rescurces, he led the
creation of the National Gil Sands Task Force in 1995,

NEXEN INC. 2009 MANAGEMENT PROXY CIRCULAR
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Thomas €. O'Neilf
Toronto, Ontario, Canada

Independent
Director since Dec. 10, 2002

Audit Committee Chair
since April 27, 2005

Audit committes
financial expert

Aveas of Expertise:
Growth
international

CEQ
Compensation
Governance
Financial
Marketing

Torn O'Nelll, 83, is the retired Chair of PwC Consulting. He was
formerly CEO of Pwl Consulting; COO of Pricewaterhouse-
Coopers LLP. Giobal, CEO of PricewaterhouseCoopers LLP Canada,
and Chair and CEQ of Price Waterhouse Canada. He worked in
Brussels in 1975 to broaden his international experience and from
1975 to 1985 was client service partner for numerous multinationals,
specializing in dual Canadian and USisted companies.

Mr. O'Neill has a Bachelor of Commerce degree from Queen’s
University. He was designated a Chartered Accountant in 1870
and made a Fellow (FCA) of the institute of Chartered Accountants
of Cntario in 1988. He has an Honorary Doctorate of Law from
Queen's University.

Torn is the Chair of BCE Inc,, Vice Chair of Adecco S.A. and a director
of Loblaw Companies Lim#ted and The Bank of Nova Scotia. He is
a member of the External Audit Comrnittes of the Internationat
Monetary Fund and a director of St. Michaei's Hospital.

Marvin F. Romanow
Calgary, Alberta, Canada

Not Independent
Director since Jan, 1, 2002

Areas of Expertise:
Growth
International

CEO
Comgpensation

Qif and Gas
Governance
Financial
Marketing

Marvin Romanowy, 53, has been President and CEO of Nexen since
January 1, 2009, He was Executive Vice President and CF(O since
June 1, 2001, Prior to this, he held a varisty of finance positions at
Nexen, beginning with Vige President, Finance in 1897 and CFO in
1898. His career has spanned many financial and operating roles,
including professional and leadership roles in corporate finance,
planning, business development, exploration and development, and
reservoir engineering.

Mr. Romanow has a Bachelor of Engineering degree lwith great
distinction} and a Master of Business Administration from the
University of Saskaichewan, He is also a graduate of Harvard's
Pragram for Management Development and, in 2007, he completed
INSEAD’s Advanced Management Programme. He was recognized
as Canada’s "CFO of the Year” in 2007 and in September of the
same year received the Petroleum Economist award for “Energy
Executive of the Year 2006".

Marvin is a director of Canexus Incorme Fund. He is an advisory
member of the Human Resources, Compensation and Pension
Committee of Syncrude Canada Lid., & joint venture in which
Nexen owns 7.23%. He is also a director of Canadian Energy
Research Institute,

NEXEN INC, 2009 MANAGEMENT PROXY CIRCULAR



Independent

Board Chair since
April 27, 2005

Areas of Expertise:
Growth
Governance

HSE & SR
Diversity

Francis M. Saville, 0.0,
Calgary, Alberta, Canada

Director since May 16, 1994

Francis Saville, 70, Chair of Nexan, is counsel with Fraser Milner
Casgrain LLP, Bayisters and Solichtors. He iotned the firm in 1965 and
had an extensive practice in the areas of energy and environmenial
law, as welf as municipal faw and land-use planning. He specialized
in reprasenting energy corporations in regulatory applications.

Mr. Saville has Bachelor of Arts and Bachelor of Laws degrees
from the University of Alberta and he was appointed a Queen'’s
Counsel in 1884. He holds the ICD.D designation {Institute of
Corporate Directors and the Haskayne School of Business).

In 2008, Francis was elecied Chair of the board of trustees of
the Lester B. Pearson Coflege of the Pacific.

Independent

Committee Chair
since April 27, 2006

Areas of Expertise:
Growth
internaticnal

CEC
Compensation
Governance

HSE 8 S8R
Diversity

Johi M, Willson
Vancouver, British Columbia, Canada

Director since Dec. 17, 1996

Reserves Review {Reserves)

John Wilison, 89, is a retired mining executive. He was the
President and CEQ of Placer Dome nc. from 1993 10 1899, He
was President and CEOQ of Pegasus Gold Ine, from 1989 10 1992
and was with Cominco Limited prior to that. During his career, he
worked in Ghana, Montana, Washington State, British Columbia,
the Northwest Territories and Greenland,

Mr. Willson was raised in Portugal and England. He holds Bachelor
and Master degrees in Mining Engineering from the Roval School
of Mines, University of London, England.

John is a director of Finning International Inc. He s also 2 member
of the board of the YMCA of Greater Vancouver.

Independent
Diractor since June 1, 1997

Finance Committee
Chair since Apsil 27, 2006

Areas of Expertise:
Growth
Internationad

CEO
Compensation

Oi and Gas
Governance
Financial

HSE & SR
Diversity

Victor J. Zaleschul
Catgary, Alberta, Canada

Vi Zaleschuk, 65, is a retired oil and gas executive. Me was
the President and CEQ of Nexen from 1897 to 2001, He joined
Nexen in 19886, as the company was developing operations in
Yemen and expanding its international strategy. From 1986 w0
1984, he was Senior Vice President {SVP), Finance and from
1994 10 1997 he was SVP and CFO. Prior to Nexen, he worked
with Co-Enerco, Dome Petroleum Ltd,, Siebens O & Gas Ltd.
and Hudson's Bay Ol & Gas Lid.

Mr. Zaleschuk holds a Bachelor of Commerce degree from the
University of Saskatchewan and was designated as a Chartered

Accountant in 1967,

Vic is Chair of Cameco Corporation and a director of Agrium Ing.

RETIREMENTS

Mr. Fischer retired from the board, effective December 31,
2008, at which time he also retired as President and CEO.
NMr. David Hentschel and My, Bichard Thomson are not standing
for re-slection in 2008, They each reached Nexen's mandatory
retireament age for directors in 2008, We thank thern for their
valuable contributions and dedicated service to Nexen and
our sharecwnars.

M. Hentschel servad on the board for 24 years and Mr, Thomson
tor 12 years. Both worked with Nexen through significant events
and growth, including becoming independent from Qocidental
Petroleum Corporation, the share listing on the New York Stock
Exchange and name change to Nexen inc., acquiring cur UK
North Sea assets, restructuring our chemicals business into
Canexus Incorne Fund and implementing phase one of our Long
Lake oif sands preject. In addition, My, Hentschel served during
our acyuisitions of Wascana Energy Inc. and US Guif of Mexico
assets, and production startup in Yermnen.
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OYHER PUBLIC COMPANY DIRECTORSHIPS/COMMITTEE APPUINTMENTS

Other Public Stock
Name Company Directorships Exchange Committee Appointments
Berry Willbros Group, Ing. NYSE Compensation Committee
Nominating and Corporate Governance Committee
Bertram © None - Nore
Flanagan Canaxus income Fund (Chair} TSX None
NAL Gil & Gas Trust T8X Audit Committee
! Chair, Reserves Committee
Jackson Ta_'arlsCana(_ia_Ccrpq:ation (Cha_lir) ’_ ) TSX None?
TransCanada Pipelines Limited {Chair)? Nene?
WoestJet Airlines Ltd, TSX Nene
Jenking Nong - None
Mclellan o Agrium ing. TSX Corporate Governance and Mominating Commitiee
Environment, Health and Safety Committee
Carneco Corporation T8X Human Resources and Compensation Commitiee
Nominating, Corporate Governance and Risk Committes
; Safety, Hea_llh and E_n_vircnment Cornmitiee
Newell | Nong - None
O'Neill Adecco S.A. SWX Audit Committee
Corporate Governance Committee
BCE Ing, (Chair) TS8X Chair, Audit Committee
. Loblaw Companies Limited T8X Chatr, Audit Committee
The Bank of Nova Scotia T8X Audit Commitiee
Romanow Canexus income Fund T8X None
Savill None - Nonre

Willsan

Zaleschuk

‘ Agrium Inc.

Finning International inc.

TSX

Chair, Human Resources Commities
Governance Committes

TSX

\ Cameco Corporation (Chain

TSX

Chatr, Audit Committee

Human Resources and Compensation Committee

Human Resources and Compensation Committee
Nominating, Corporate Governance and Risk Committee
Resarves Oversight Committae

Notes:

T Board meatings for these two companies sre held at the same tine,

2 M Jacksor is a non-voting member of the Governance Committae and the Human Resourcas Committee.

Interiscking Service as at March 2, 2088

In assessing board member independence, we acknowledge these relationships, but are confident that they do not present any

actual or perceived conflicts to independence.

Company Birectors in Common Committees in Common
Agrumine. MoLellan None
Zaleschuk
Cameco Corporation Melellan Human Resources and Compensation Committae and
‘ Zaleschuk Nominating, Carporate Governance and Risk Committee
Canexus Income Fund Ftanagan None
Romanow
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AREAS OF EXPERTISE

We maintain a skills matrix and directors indicate thelr expertise level in each area according to:

1 no or limited application;

2 basic application;

3 skilled application—they have significant operational experience in the area, but not at a senior executive level; and
4 expert application—they have senior exgcutive experience ih the area.

The areas of expertise in the nominee directors’ biographies reflect areas where they are most skilled. See the Committee Reports
on pages 28 through 38 for expertise relevant to each committes.

Number of Nominee
Birectors with Skilled
Skili/Experiehce Description or Expert Application

Managing/Leading Growth-—Senior executive experience driving strategic insight and direction
1o encourage innovation and conceptualize key trends 1o continucusly challenge the organization 12
o shar R its vision while achieving significant organic growth.

lntemationaf—Semor executive experighce working in an organization with global operations where Nexen is
or may ke ective. Has a thorough understanding of different cultural, political and regulatory requirements.

CEQ/Senior Officer—Experiance working as a CEO or senior officer for » major organization with
international operations,

Exploration—Experience as a senior executive or top functional authority leading an exploration
department in a major upstream or integrated exploration and production company. May have formal H
education in geology, geophysics or engmeenng

Compensation-~Senior executive experience or board compensation committee ;Jartlmpanon wnh
a thorough understanding of compensation, benefit and pension programs, tegisletion and agreements.

. . R . . . 10
This inclutes specific expertise in executive compensation programs including hase pay, ingentives,
aqguity and perqu:sates.
Qi and Gas—Senior executive experience in i?:a m% and gas mc!ustry, comblned with 2 strong knowiedge of 9
Nexen's strategy, martkets, competitors, financials, operational issves, reguistory concesns and technology.
Governance/Board-—Prior or current experience as a board member of a major Canadian organization 10
{public, private or non«pmﬁt secturs}wsth mtemauona! operaiaons
Finaneial Acumen~~Senior executive experience in financial accounting and reporting, and corporate ‘flnamt;s:;r g
especially with respect to debt and eguity markets, Familiarity with Internal financial controls,
Health, Safety, Environment and Social Responsibility (HSE & SR)—Thorough understanding of industry
regulations and public policy related to workplace heaith, safety, environment and social responsibility. 10
May have had an active |sadership role in the shaping of public policy in Canada and abroad.
Demonszzatad commitment to Nexen’s H3E & SR values
Dwersntvmcontrsbutes o the beard in 8 way that enhances perspectives through diversity in gendey, ethnic s
background, geegraphic origin, experience {industry and public, private and non-profit sectors), etc,
Marketing Expertise—Senior executive experience in the energy marketing industsy, combined with a strong a1

knowledge of Naxen’s strategy, markets, competitors, financials, operational issues and regulatory concerns.

MNete:
1 The number of non-executive directors with marketing expertiss is one less then last vear, With the appointment of three new director nominees, the board as a
whole has mairtained the same level of markating expertise.
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