	



	



http://www.chicagotribune.com/business/chi-0510120024oct12,1,5249459.story 

Top execs are just plane folks

Many CEOs have a company jet at their disposal, even for personal trips. The perk is common--and attracting new scrutiny.

	
	

	
	
	
	

	
	


By Mike Hughlett
Tribune staff reporter

October 12, 2005

Already lavished with pay and perks that most workers can only dream of, chief executives at many major corporations also have the use of a company jet at their disposal.  How those jets are used, however, has come under new scrutiny from corporate governance watchdogs in the wake of a report linking executive flight logs with time spent on the golf course.  The Wall Street Journal reported this month that CEOs from at least 10 companies--among them Motorola Inc.'s Edward Zander--have used corporate jets to fly to places where, whatever else they did, they played lots of golf.

Zander and the other CEOs have every right to do so. Their corporate boards allow them to use company jets for business and personal reasons. In fact, Zander is required to use the corporate jet for security reasons, a common stipulation.  Still, whether CEOs are using planes for a golf outing, a safari or a tea party, the practice raises eyebrows.  "I don't believe it's an appropriate use of shareholder assets," said Charles Elson, director of the John L. Weinberg Center for Corporate Governance at the University of Delaware. "It sends the wrong message."

Patrick McGurn, executive vice president with Institutional Shareholder Services, agreed. "These folks are paid a lot and they can lease their own aircraft," said McGurn, whose organization advises fund managers on corporate governance.

However, stock analysts who follow companies like Motorola don't see the plane perk as a big deal.  "Most people would look at this and say, `This is the kind of perk these guys are entitled to,'" said Ben Bollin, an analyst who covers Motorola for FTN Midwest Securities.  Personal use of company jets isn't uncommon. However, over the past year, more companies are reporting it--and reporting it more thoroughly--because the Securities and Exchange Commission and the Internal Revenue Service have been scrutinizing the issue, McGurn said.

"They made it clear they weren't going to tolerate poor disclosure in this area," he said.  
CEOs at five of the 10 largest Illinois-based companies--Exelon Corp., Boeing Co., Kraft Foods Inc., Allstate Corp. and Motorola--used company aircraft for personal reasons last year, according to SEC filings.  A sixth, McDonald's Corp., allowed "limited personal use" in 2004, but beginning this year allowed personal use only for annual physical examinations.  In 2004, the biggest personal plane user among the leaders of Illinois' top companies was John Rowe, CEO of Exelon, an electricity provider.

He logged $266,877 worth of personal use of Exelon aircraft. Rowe also had $2.9 million in salary and bonus last year and was granted restricted stock worth $1.5 million.

Rowe isn't required to use a company plane; rather, he's granted 50 hours of personal use annually as part of his compensation package, said Jennifer Medley, an Exelon spokeswoman.

Where did he go with the plane? "He uses it primarily for vacations," Medley said.

In 2004, Kraft CEO Roger Deromedi's compensation included $157,838 for personal use of company aircraft. Deromedi was paid $2.9 million in salary and bonus last year and received restricted stock worth $6.4 million.

Where did he go with the plane? "I know he takes a few family vacations each year," said Kris Charles, a Kraft spokeswoman.

Harry Stonecipher, ousted from Boeing this year after having an affair with a female co-worker, got personal flight time worth $116,111. He was paid $2.8 million in salary and bonus and got a restricted stock grant worth $1.2 million.

Where did he go with the plane? Some of his trips were to visit family in the Midwest, said Tim Neale, a Boeing spokesman. But most were back and forth between Chicago and a home in Florida, Neale said.

Edward Liddy, Allstate's CEO, got $80,616 worth of personal use on company aircraft last year. He was paid $4.8 million in salary and bonus and also received restricted stock worth $1.8 million.

Where did he go with the plane? His personal travel included vacations and attending to family matters, said Mike Trevino, an Allstate spokesman.

(At Tribune Co., the owner of the Chicago Tribune, CEO Dennis FitzSimons used the corporate jet for business and personal travel valued at $17,904 in 2004, according to an SEC filing. FitzSimons was paid nearly $1.2 million in salary and bonuses last year. The media company would not comment beyond the filing about FitzSimons' use of the plane.)

When Motorola hired Zander in late 2003, he was living in California and was managing partner of a private equity firm.

Zander still owns a home in a Northern California golf course development, and records of golf scores and plane flights show Motorola jets flying to a nearby airport before some of Zander's golf games, The Wall Street Journal reported.

Motorola declined to comment for this story, but a company spokeswoman told the Journal that Zander frequently combines personal time and business during trips to California.

Overall, Zander used company aircraft for personal reasons to the tune of $133,925 in 2004, according to an SEC filing. Zander was paid $1.5 million in salary last year and received $4.6 million in bonuses. Zander also got restricted stock valued at $9.1 million.

Zander's personal plane use accounted for 2 percent of Motorola aircraft's total operating hours, the filing said. That's a tad less than the 2.1 percent average in 2002 and 2003 for Zander's predecessor as Motorola's CEO, Christopher Galvin.

Galvin's personal use of Motorola aircraft was worth $106,031 in 2003. Galvin, like Zander, was required to use a Motorola plane for business and personal travel "pursuant to the company's security program" established by the board.

Enhancing security is often cited as a reason for requiring chief executives to use company aircraft for all travel. That's the case for Kraft's Deromedi, as well as Tribune's FitzSimons, security filings say.

Boeing "encourages" its CEO to use company aircraft because of security reasons. And Allstate "requests" senior management maximize use of company aircraft to, among other things, "avoid the risks of commercial air travel."

McGurn believes "security arguments are laughable. What is safer than a large commercial jetliner?" he said, noting leaps in aviation security since the Sept. 11 terrorist attacks.

Elson agreed. "It's an armed camp," he said, referring to the typical U.S. airport.
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