
 

 

Prospectus Disclaimer 

 

These materials, which may include descriptions of company stock plans, 

prospectuses and other information and documents, and the information they 

contain, are provided by your company, not by Fidelity, and are not an offer or 

solicitation by Fidelity for the purchase of any securities or financial instruments.  

These materials were prepared by your company, which is solely responsible for 

their contents and for compliance with legal and regulatory requirements.  

Fidelity is not connected with any offering or acting as an underwriter in 

connection with any offering of your company's securities or financial 

instruments.  Fidelity does not review, approve or endorse the contents of these 

materials and is not responsible for their content. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 



 

 

THIS DOCUMENT CONSTITUTES PART OF A PROSPECTUS COVERING SECURITIES 

THAT HAVE BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 

ARTHUR J. GALLAGHER & CO. 

EMPLOYEE STOCK PURCHASE PLAN 

(Effective June 1, 2015) 

Common Stock 

(par value $1.00 per share) 

 

 

 

Arthur J. Gallagher & Co., which we refer to as the Company, we, us or our, may issue shares of 

our common stock, par value $1.00 per share, which we refer to as Common Stock, to our employees, 

covered by this prospectus pursuant to the Arthur J. Gallagher & Co. Employee Stock Purchase Plan, 

which we refer to as the “ESPP.”  A copy of the ESPP is attached as Exhibit A to this prospectus. 

Our principal executive offices are located at Two Pierce Place, Itasca, Illinois 60143.  Our 

telephone number is (630) 773-3800. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 

SECURITIES AND EXCHANGE COMMISSION NOR HAS THE SECURITIES AND 

EXCHANGE COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS 

PROSPECTUS.  ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

No dealer or other person has been authorized to give any information or to make any 

representation in connection with the shares of Common Stock to which this prospectus relates other than 

the information and representations contained in this prospectus and, if given or made, such information 

or representation must not be relied upon as having been authorized by us or any other persons. 

The delivery of this prospectus shall not under any circumstances create an impression that there 

has been no change in the facts set forth herein since the date hereof. 

This prospectus does not constitute an offer or solicitation by anyone in any state in which such 

offer or solicitation is not authorized or in which the person making such offer or solicitation is not 

qualified to do so or to anyone to whom it is unlawful to make such offer or solicitation. 

 

 

 

 

The date of this prospectus is June 15, 2015. 
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ADDITIONAL INFORMATION 

We have filed a registration statement on Form S-8 (Registration No. 333-204976) with the 

Securities and Exchange Commission, which we refer to as the Commission, pertaining to the shares of 

Common Stock offered hereby.  The registration statement became effective on June 15, 2015.  This 

prospectus, which constitutes a part of the registration statement, omits certain information contained in 

the registration statement and in the exhibits to the registration statement. 

In addition, we are subject to the informational requirements of the Securities Exchange Act of 

1934, as amended, which we refer to as the Exchange Act, and, accordingly, we file annual, quarterly and 

current reports, proxy statements, and other information with the Commission.  Copies of such reports, 

proxy statements and other information may be read and copied at the Commission’s Public Reference 

Room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549.  You can request copies of such 

documents by writing to the Commission and paying a fee for the copying cost.  You may obtain 

information on the operation of the Public Reference Room by calling the Commission at 1-800-SEC-

0330. 

All reports and other information that we file with the Commission are also available to the public 

on the Commission’s web site at www.sec.gov under “Gallagher Arthur J & Co” or our CIK number: 

0000354190.  

We make available through our web site at www.investor.ajg.com our annual reports on Form 10-

K, our quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports 

filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as soon as reasonably 

practicable after we electronically file material with, or furnish it to, the Commission.  In addition, you 

may request a copy of any of these filings, including the documents that are incorporated by reference in 

this prospectus, and any other documents required to be delivered to eligible participants in the ESPP 

pursuant to Rule 428(b) of the Securities Act, at no cost by writing or telephoning us at Arthur J. 

Gallagher & Co., Attention: General Counsel, Two Pierce Place, Itasca, Illinois 60143 or (630) 773-3800. 

In the future, if the ESPP is amended, we will provide additional updated information with 

respect to the shares of Common Stock discussed in this prospectus and the ESPP by means of appendices 

or amendments to this prospectus. 

DOCUMENTS INCORPORATED BY REFERENCE 

The Commission allows us to “incorporate by reference” the information we file with them, 

which means that we can disclose important information to you by referring you to those documents.  The 

information incorporated by reference is an important part of this prospectus, and information that we file 

later with the Commission will automatically update and supersede this information. 

We incorporate by reference into this prospectus the following documents or information filed with 

the Commission (other than, in each case, documents or information deemed to have been furnished 

under Item 2.02 or Item 7.01 of Form 8-K, which is not deemed filed in accordance with SEC rules and is 

not incorporated by reference herein):  

 

 Our Annual Report on Form 10-K for the fiscal year ended December 31, 2014, filed on February 

13, 2015; 

 Our Quarterly Report on Form 10-Q for the three months ended March 31, 2015, filed on April 

28, 2015; 

http://www.sec.gov/
http://www.investor.ajg.com/
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 Our Current Reports on Form 8-K filed on February 6, 2015, May 1, 2015, and June 1, 2015; 

 The description of our common stock contained in our Registration Statement on Form S-4, filed 

on May 16, 2013 (File No. 333-188651); and 

 All documents filed by us under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act 

of 1934, as amended, on or after the date of this prospectus and prior to the filing of a post-

effective amendment which indicates that all securities offered under the registration statement on 

Form S-8 (Registration No. 333-204976) have been sold or which deregisters all securities then 

remaining unsold. 

PLAN INFORMATION 

Title of Plan and Summary 

 The name of the ESPP is the Arthur J. Gallagher & Co. Employee Stock Purchase Plan.  The 

ESPP became effective June 1, 2015.  Arthur J. Gallagher & Co. is the registrant whose shares of 

Common Stock are being offered under the ESPP.  Up to an aggregate total of 8,000,000 shares of our 

Common Stock are being offered pursuant to the ESPP.  The ESPP is not subject to the provisions of the 

Employee Retirement Income Security Act of 1974. 

 The ESPP consists of a 423 Component, which is structured to be a qualified employee stock 

purchase plan under Section 423 of the Internal Revenue Code (the “Code”), and a Non-423 Component.  

The 423 Component is intended to be used for the Company’s employees in the United States and the 

Non-423 Component is intended to be used for the Company’s employees outside the United States, 

where participation in the 423 Component is not advisable or practical.   

The following is a summary of the principal provisions of the ESPP.  Except as specifically noted 

below, this summary discusses the terms of the 423 Component of the ESPP.  The summary is qualified 

in its entirety by reference to the full text of the ESPP, which is attached to this prospectus as Exhibit A.  

Participants are encouraged to read the ESPP in its entirety. 

Purpose and Term 

 The purpose of the ESPP is to provide eligible employees of the Company and its designated 

subsidiaries and affiliates with an opportunity to purchase shares of the Company’s common stock.  The 

term of the ESPP does not expire at any specified date.   

Administration 

 The ESPP is administered by the Company, or such committee or person appointed by the 

Company to be the Administrator of the ESPP. 

 Unless otherwise determined by the Board, and to the extent permissible under applicable law, 

the Administrator will have discretionary authority to construe, interpret and apply the terms of the ESPP, 

to establish rules and regulations relating to the ESPP and to make all other determinations necessary or 

advisable for the administration of the ESPP.  Importantly, every finding, decision and determination 

made by the Administrator will be final and binding upon all parties. 
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Eligible Participants 

 Generally, any employee of the Company or any of its designated subsidiaries or affiliates, on a 

given Enrollment Date, is eligible to participate in the ESPP, provided that the Company may impose 

eligibility requirements to the extent permitted by applicable laws.  However, employees who are citizens 

or residents of a non-U.S. jurisdiction may be excluded from participation if such employees’ 

participation is prohibited under the law of the applicable jurisdiction, or if such participation would cause 

the ESPP to violate Section 423.  Furthermore, in the case of the Non-423 Component, eligible employees 

may be excluded from participation in the ESPP if the Administrator determines that participation of such 

employee is not advisable or practical.  

 It is within the sole discretion of the Administrator to determine the eligibility of the following 

groups of people, prior to any given Enrollment Date: (i) those who have not completed at least two years 

of service since his or her last hire date; (ii) those who customarily work not more than 20 hours per 

week; (iii) those who customarily work not more than five months per calendar year; (iv) those who are 

highly compensated employees, within the meaning of Section 414(q) of the Code; or (v) those who are 

highly compensated employees, within the meaning of Section 414(q) of the Code, with compensation 

above a certain level, or who are officers or subject to the disclosure requirements of Section 16(a) of the 

Exchange Act. 

 As of June 15, 2015, the following groups of people are eligible to participate in the ESPP: (i) 

those who customarily work not more than 20 hours per week; and (ii) those who customarily work not 

more than five months per calendar year.  Participants are encouraged to visit the Company’s “HR 

Manual,” accessible on the Company’s Intranet, which includes current information regarding eligibility 

requirements and other information regarding the ESPP. 

Time-Frame to Purchase Shares  

 The ESPP is structured so that a new Offering Period begins on the first day on which the New 

York Stock Exchange is open for trading (“trading day”) on or after January 1, April 1, July 1 and 

October 1 of each year, or, in other words, every third month.  Each Offering Period will end on the last 

trading day, on or before March 31, June 30, September 30 and December 31 of each year.  Each of these 

four Offering Periods will run simultaneously with a Purchase Period, which commences on the 

Enrollment Date and ends with the Exercise Date. 

Source of Shares 

 Any shares of Common Stock issued upon exercise may consist, in whole or in part, of authorized 

and unissued shares, treasury shares, shares purchased in the open market (on an exchange or in 

negotiated transactions) or any combination thereof. 

Enrollment and Purchase of Shares under the ESPP 

Enrollment 

Unless the Company or the Administrator determines otherwise, an eligible employee can enroll 

in the ESPP by (i) submitting to the Company’s Human Resources representative a properly completed 

subscription agreement, on a date determined by the Administrator, or (ii) following an electronic or other 

enrollment procedure determined by the Administrator. In either case, the eligible employee must 

complete necessary forms, follow any procedures for enrollment and adhere to necessary deadlines as 

may be established by the Administrator from time to time.  
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Participants are encouraged to visit the Company’s “HR Manual,” accessible on the Company’s 

Intranet, which includes current information regarding enrollment procedures and other information 

regarding the ESPP. 

Purchase of shares of Common Stock under the ESPP 

Eligible employees may purchase shares of Common Stock through payroll deductions during 

each quarterly Offering Period.  At the time a participant enrolls in the ESPP, he or she will indicate on 

his or her subscription agreement the amount of the requested payroll deduction, which will be put 

towards the purchase of shares of Common Stock.  The amount of the payroll deduction cannot exceed 

15% of the employee’s compensation paid by the Company during each Offering Period. 

Unless the participant withdraws from the ESPP, at the end of each Offering Period, the 

accumulated funds in a participant’s account will be used to automatically purchase up to the maximum 

number of shares of Common Stock for which the option was granted.  The number of shares purchased 

will be determined by dividing the money retained in the employee’s purchase account as of the Exercise 

Date by the applicable purchase price of the shares.  The shares will be purchased at a price, designated 

by the Company, of up to a 15% discount from the fair market value of our Common Stock on the last 

trading day of the Offering Period, the first trading day of the Offering Period, or the lower of the two.  

The discount is currently set at 5% (as of June 15, 2015).  The fair market value of a share of Common 

Stock will be the closing price of our Common Stock as reported on the New York Stock Exchange on 

any relevant date. 

Participants are encouraged to visit the Company’s “HR Manual,” accessible on the Company’s 

Intranet, which includes current information regarding the discount rate and other information regarding 

the ESPP. 

Each participant will receive an individual purchase account statement, at least annually, which 

indicates: (i) amounts of contributions; (ii) purchase price of shares; (iii) number of shares of Common 

Stock purchased; and (iv) remaining cash balance in the purchase account, if any. 

Limitations to Participation in the ESPP 

An eligible employee will not be granted an option under the ESPP to the extent that, 

immediately after the grant, such individual would own stock of the Company and/or hold outstanding 

options to purchase shares of Common Stock amounting to 5% or more of the total combined voting 

power or value of all classes of stock of the Company or its subsidiaries. 

In addition, an eligible employee will not be granted an option under the ESPP to the extent that, 

immediately after the grant, such individual’s rights to purchase stock under all employee stock purchase 

plans of the Company exceeds the lesser of 2,000 shares of stock or $25,000 worth of stock for each 

calendar year in which such option is outstanding at any time.   

Participants are encouraged to visit the Company’s “HR Manual,” accessible on the Company’s 

Intranet, which includes current information regarding annual share purchase limits and other information 

regarding the ESPP. 

If, for any reason, a participant ceases to be eligible for the ESPP, he or she will be deemed to 

have elected to withdraw from the ESPP and the entire balance that has accumulated in the participant’s 

account will be returned.  
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Delivery of Shares of Common Stock 

 The Company will arrange for the delivery of the shares purchased by a participant as soon as 

practicable thereafter, and in a manner determined appropriate by the Administrator, in its sole discretion.  

The Company may permit or require that shares be deposited directly with a broker designated by the 

Company or to a designated agent of the Company.  The Company may require that shares be retained 

with such broker or agent for a designated period of time, and/or may establish procedures to permit 

tracking of disposition of shares.  Participants will be responsible for paying the fees associated with such 

brokerage account. 

Transferability Restrictions 

 A participant cannot assign, transfer, pledge, or otherwise dispose of the accumulated 

contributions in his or her purchase account, or any rights regarding the exercise of an option or receipt of 

shares of Common Stock under the ESPP. 

 In the event of the death of a participant, any shares of Common Stock and cash, if any, from the 

participant’s purchase account, will be delivered to the executor, administrator or personal representative 

of the estate of the participant, or anyone else as allowed by applicable law. 

 Furthermore, as a condition of participation in the ESPP, the Company requires participants to 

give the Company prompt notice of any dispositions of shares of Common Stock acquired by exercise of 

an option.  The Company may further require that until such shares are disposed of, the participant must 

hold all shares in his or her name until the later of two years after the date of such option, or one year after 

the date of exercise of such option. 

Participant Withdrawal and Loss of Eligibility  

 A participant can withdraw from the ESPP at any time, with proper notice and according to 

prescribed procedure.  Participants are encouraged to visit the Company’s “HR Manual,” accessible on 

the Company’s Intranet, which includes current information on withdrawal procedures and other 

information regarding the ESPP. At the participant’s election, all credited contributions in the 

participant’s purchase account may remain and be used to purchase shares of Common Stock, or 

alternatively, all credited contributions in a participant’s purchase account may be returned after receipt of 

notice of withdrawal, and in such case any remaining option to purchase shares of Common Stock for the 

Offering Period will be terminated automatically.  In both cases, no further contributions for the purchase 

of shares will be made for the Offering Period.  A participant’s withdrawal will not affect his or her 

eligibility to participate in any similar plan offered by the Company. 

 An employee loses eligibility to participate in the ESPP when the employment relationship with 

the Company ends.  When a participant ceases to be eligible to participate in the ESPP, the individual’s 

payroll deductions under the ESPP will stop, and a certificate for the participant’s shares and all 

accumulated funds in the participant’s purchase account, if any, will be returned to the participant or 

appropriate representative.    

Dissolution, Liquidation or Corporate Change 

Dissolution or Liquidation 

 In the event of the proposed dissolution or liquidation of the Company, any Offering Period then 

in progress will be shortened by setting a new Exercise Date.  The Offering Period will then terminate 
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immediately prior to the consummation of such proposed dissolution or liquidation, but the new Exercise 

Date will be before the Company dissolves or liquidates.  The Company will notify any participants if the 

Exercise Date is changed. 

Corporate Change 

 In the event of a Change in Control, each outstanding option will be assumed or an equivalent 

option substituted by the successor company.  However, if the successor company refuses to assume 

outstanding options or offer an equivalent substitute option, then, in the sole discretion of the 

Administrator, either (i) all outstanding options will be cancelled and all participant contributions returned 

to the participants; or (ii) a new Exercise Date will be set to shorten the relevant Offering Period, on 

which the participant’s options will be exercised automatically.  The Administrator will notify any 

participants if the Exercise Date is changed. 

Amendment or Termination of the ESPP 

 The Administrator in its sole discretion, may at any time amend, suspend or terminate the ESPP 

in any respect and for any reason, unless the amendment requires stockholder approval pursuant to 

Section 423, or applicable laws or stock exchange rules.  If the ESPP is terminated, the Administrator in 

its sole discretion, may either terminate all outstanding Offering Periods either immediately or upon 

completion of the purchase of shares on the next Exercise Date, which may be sooner than originally 

scheduled, or allow the Offering Periods to expire in accordance with their terms.  If the Offering Periods 

are terminated prior to their terms, all amounts then credited to a participant’s purchase account that have 

not been used to purchase shares of Common Stock will be returned to him or her as soon as practicable.   

Non-423 Component 

 If the Company determines that participation in the Non-423 Component is not advisable or 

practicable for any employee, the Company may provide for a purchase of shares by such eligible 

employee in a separate purchase period under the Non-423 Component with terms that do not comply 

with the requirements of Section 423 of the Code.  The Company may then establish rules and regulations 

relating to the operation and administration of such purchase period under the Non-423 Component, 

subject to the terms and limitations in the ESPP. 

Certain Federal Tax Consequences of Issuance of Share under the ESPP  

THE FOLLOWING SUMMARY IS INTENDED TO PROVIDE ONLY A GENERAL 

OUTLINE OF THE FEDERAL INCOME TAX CONSEQUENCES OF PARTICIPATION IN THE 

ESPP BY PARTICIPANTS SUBJECT TO U.S. TAXES.  IT DOES NOT ADDRESS ANY OTHER 

TAXES IMPOSED BY THE UNITED STATES, TAXES IMPOSED BY ANY STATE OR POLITICAL 

SUBDIVISION THEREOF OR FOREIGN JURISDICTION, OR THE TAX CONSEQUENCES 

APPLICABLE TO PARTICIPANTS WHO ARE NOT SUBJECT TO U.S. TAXES.  WE STRONGLY 

URGE ALL PARTICIPANTS TO CONSULT WITH INDEPENDENT TAX COUNSEL REGARDING 

THE FEDERAL INCOME TAX CONSEQUENCES ASSOCIATED WITH PARTICIPATION IN THE 

ESPP PRIOR TO MAKING A DECISION WITH RESPECT TO PARTICIPATING IN THE ESPP. 

 The U.S. federal income tax consequences for an ESPP participant will depend on whether he or 

she participates in the 423 Component or the Non-423 Component.    
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Section 423 Component 

 A participant will not recognize income with respect to purchases of shares of Common Stock 

under the 423 Component until he or she sells or otherwise disposes of the shares. 

 If a participant sells or otherwise disposes of the shares more than two years from the first day of 

the Offering Period in which his or her shares were purchased, and the amount realized exceeds the 

purchase price, the participant will recognize ordinary compensation income equal to the lesser of (i) the 

excess of the fair market value of the shares as of the first day of the Offering Period over the purchase 

price and (ii) the amount realized over the purchase price.  If the amount realized exceeds the fair market 

value of the shares on the first day of the Offering Period, such excess will be taxed as long-term capital 

gain.  Under these circumstances, the Company will not receive a tax deduction for any compensation 

income recognized by the participant. 

 If a participant sells or otherwise disposes of shares prior to the end of the two-year period 

described above, the participant will recognize ordinary compensation income equal to the excess of the 

fair market value of the shares as of the date of purchase over the purchase price, without regard to the 

amount realized upon such sale or disposition.  The Company will be entitled to a deduction for 

compensation expense equal to the ordinary income recognized by the participant.  The amount of 

ordinary compensation income recognized is added to the basis of the shares for purposes of determining 

the further amount of gain or loss upon such disposition.  Any further gain or loss will be either long or 

short-term capital gain depending upon how long the shares were held from the date of purchase. 

Non-Section 423 Component 

 Participants in the Non-423 Component will realize ordinary compensation income equal to the 

value of the shares on the date of purchase less the purchase price, and the participant will have a basis in 

the shares purchased equal to the value of the shares on the date of purchase.  When a participant in the 

Non-423 Component sells or otherwise disposes of the shares from the Non-423 Component, he or she 

will recognize capital gain or loss equal to the difference between the sales proceeds received and the 

basis in such shares, which capital gain or loss will be long or short-term depending upon how long such 

shares were held from the date of purchase. 

 The discussion set forth above is intended only as a summary and does not purport to be a 

complete enumeration or analysis of all potential tax effects relevant to recipients of awards under the 

ESPP. 

Additional Plan Information 

Questions regarding the ESPP or requests for additional information regarding the ESPP may be 

made by calling (630) 773-3800 or by writing to Arthur J. Gallagher & Co., Attention: General Counsel, 

Two Pierce Place, Itasca, Illinois 60143. 

*** 

  

  



EXHIBIT A 

ARTHUR J. GALLAGHER & CO. 

EMPLOYEE STOCK PURCHASE PLAN 

 



ARTHUR J. GALLAGHER & CO.  
EMPLOYEE STOCK PURCHASE PLAN  

Section 1. Purpose.  

(a) The purpose of the Arthur J. Gallagher & Co. Employee Stock Purchase Plan (as amended from time to time and 

including both the 423 Component and Non-423 Component described below, the “Plan”) is to provide the 

employees of the Company and its Designated Subsidiaries and Designated Affiliates with an opportunity to 

purchase shares of Common Stock through accumulated Contributions.  

(b) The Plan includes two components: a Code Section 423 Component (the “423 Component”) and a non-Code 

Section 423 Component (the “Non-423 Component”). The Company intends to have the 423 Component qualify as 

an “employee stock purchase plan” under Section 423. The provisions of the 423 Component, accordingly, shall be 

construed so as to extend and limit participation in a uniform and nondiscriminatory basis consistent with the 

requirements of Section 423. In addition, the Plan authorizes the grant of options under the Non-423 Component, 

which does not qualify as an “employee stock purchase plan” under Section 423; such options granted under the 

Non-423 Component shall be granted pursuant to rules, procedures or sub-plans adopted by the Administrator 

designed to achieve tax, securities laws or other objectives for Eligible Employees and the Company. Except as 

otherwise provided herein, the Non-423 Component will operate and be administered in the same manner as the 

423 Component. Offerings intended to be made under the Non-423 Component will be designated as such by the 

Administrator at or prior to the time of such Offering.  

(c) If a Participant transfers employment from the Company or any Designated Subsidiary participating in the 

423 Component to a Designated Affiliate participating in the Non-423 Component, he or she shall immediately 

cease to participate in the 423 Component; however, any Contributions made for the Purchase Period in which such 

transfer occurs shall be transferred to the Non-423 Component, and such Participant shall immediately join the then 

current Offering under the Non-423 Component upon the same terms and conditions in effect for his or her 

participation in the Plan, except for such modifications as may be required by applicable law or otherwise applicable 

for Participants in such Designated Affiliates. A Participant who transfers employment from a Designated Affiliate 

participating in the Non-423 Component to the Company or any Designated Subsidiary participating in the 

423 Component shall remain a Participant in the Non-423 Component until the earlier of (i) the end of the current 

Offering Period under the Non-423 Component, or (ii) the Enrollment Date of the first Offering Period in which he 

or she participates following such transfer. Notwithstanding the foregoing, the Administrator may establish different 

rules to govern transfers of employment between companies participating in the 423 Component and the Non-

423 Component, consistent with the applicable requirements of Section 423.  

Section 2. Definitions.  

(a) “Administrator” means the Company or such committee or person to which or whom the Company has 

appointed to be the Administrator for Plan purposes.  

(b) “Affiliate” means (i)any entity that, directly or indirectly, is controlled by, controls or is under common control 

with, the Company or (ii)any entity in which the Company has a significant equity interest, in either case as 

determined by the Administrator, whether now or hereafter existing (which, for avoidance of doubt, shall include 

any Subsidiary).  

(c) “Applicable Laws” means the requirements relating to the administration of equity-based awards under U.S. state 

corporate laws, U.S. federal and state securities laws, the Code, any stock exchange or quotation system on which 

the shares of Common Stock are listed or quoted and the applicable laws of any foreign country or jurisdiction 

where options are, or will be, granted under the Plan.  

(d) “Board” means the Board of Directors of the Company.  

(e) “Change in Control” means the occurrence of any of the following events:  



(i) any “person,” as such term is used in Sections 13(d) and 14(d) of the Exchange Act (other than the Company, any 

trustee or other fiduciary holding securities under an employee benefit plan of the Company, or any corporation 

owned directly or indirectly by the stockholders of the Company in substantially the same proportion as their 

ownership of the Company’s stock), is or becomes the “beneficial owner” (as defined in Rule 13d-3 under the 

Exchange Act), directly or indirectly, of securities of the Company representing 50% or more of the combined 

voting power of the Company’s then outstanding securities (other than pursuant to a merger or consolidation 

described in clause (1) or (2) of Section 2(e)(iii);  

 
  

(ii) individuals who, as of the date hereof, constitute the Board (as of the date hereof, the “Incumbent Board”) cease 

for any reason to constitute at least a majority of the Board, provided that any person becoming a Director 

subsequent to the date hereof whose election, or nomination for election by the Company’s stockholders, was 

approved by a vote of at least a majority of the Directors then comprising the Incumbent Board (other than an 

election or nomination of an individual whose initial assumption of office is in connection with an actual or 

threatened election contest relating to the election of the Directors of the Company, as such terms are used in Rule 

14a-11 of Regulation 14A under the Exchange Act) shall be, for purposes of the Plan, considered as though such 

person were a member of the Incumbent Board;  

(iii) the Company’s stockholders approve a merger or consolidation of the Company with any other corporation, and 

such merger or consolidation is consummated, other than (1)a merger or consolidation which would result in the 

voting securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining 

outstanding or by being converted into voting securities of the surviving entity) more than 75% of the combined 

voting power of the voting securities of the Company or such surviving entity outstanding immediately after such 

merger or consolidation, or (2)a merger or consolidation effected to implement a recapitalization of the Company (or 

similar transaction) in which no “person” (as defined above) acquires more than 50% of the combined voting power 

of the Company’s then outstanding securities; or  

(iv) the Company’s stockholders approve an agreement for the sale or disposition by the Company of all or 

substantially all of the Company’s assets, and such sale or disposition is consummated.  

For the avoidance of doubt, a transaction will not constitute a Change in Control if its sole purpose is either to 

change the state of the Company’s incorporation or to create a holding company that will be owned in substantially 

the same proportions by the persons who held the Company’s securities immediately before such transaction.  

(f) “Code” means the U.S. Internal Revenue Code of 1986, as amended. Reference to a specific Section of the Code 

will include the Treasury Regulations under such Section of the Code.  

(g) “Committee” means the Compensation Committee of the Board or such other committee designated by the 

Board to administer the Plan.  

(h) “Common Stock” means the common stock, one dollar ($1.00) par value, of the Company.  

(i) “Company” means Arthur J. Gallagher & Co., a Delaware corporation.  

(j) “Compensation” for an Offering means the items of an Eligible Employee’s compensation that the Administrator, 

in its discretion, specifies as being included for such Offering, which may include (without limitation) regular base 

straight time gross earnings, commissions, sales rewards or other sales-related payments, and exclude any items of 

the Eligible Employee’s compensation that the Administrator, in its discretion, excludes for such Offering, which 

may include (without limitation) equity compensation and payments for incentive compensation, bonuses, overtime 

or any other similar compensation. The Administrator, in its discretion, may, on a uniform and nondiscriminatory 

basis for each Offering, establish a different definition of Compensation for a subsequent Offering Period. Further, 

the Administrator shall have discretion to determine the application of this definition to Participants outside the 

United States.  



(k) “Contributions” means the payroll deductions, any other additional payments that the Administrator may permit 

to be made by a Participant and any alternative forms of contributions permitted under Section 6(f) to fund the 

exercise of options granted pursuant to the Plan.  

(l) “Designated Affiliate” means any Affiliate that has been designated by the Administrator from time to time in its 

sole discretion as eligible to participate in the Non-423 Component.  

(m) “Designated Subsidiary” means any Subsidiary that has been designated by the Administrator from time to time 

in its sole discretion as eligible to participate in the 423 Component.  

(n) “Director” means a member of the Board.  

(o) “Eligible Employee” means a person treated as an employee of the Company or a Designated Subsidiary or 

Designated Affiliate for purposes of Section 423. For purposes of the Plan, the employment relationship will be 

treated as continuing intact where a Participant transfers employment between the Company, Designated 

Subsidiaries and/or Designated Affiliates and while an individual is on sick leave or other leave of absence that the 

Employer approves or is legally protected under Applicable Laws. Where a period of leave of absence exceeds three 

months and the individual’s right to reemployment is not guaranteed either by statute or by contract, the 

employment relationship will be deemed to have terminated three months and one day following the commencement 

of such leave. The Administrator, in its discretion, from time to time may, prior to an Enrollment Date for all options 

to be granted on such Enrollment Date in an Offering, determine (on a uniform and nondiscriminatory basis or as 

otherwise permitted by Section 1.423-2 of the Treasury Regulations for options granted under the 423 Component) 

that the definition of Eligible Employee will or will not include an individual if he or she: (i) has not completed at 

least two years of service since his or her last hire date (or such lesser period of time as may be determined by the 

Administrator in its discretion), (ii) customarily works not more than 20 hours per week (or such lesser period of 

time as may be determined by the Administrator in its discretion), (iii) customarily works not more than five months 

per calendar year (or such lesser period of time as may be determined by the Administrator in its discretion), (iv) is a 

highly compensated employee within the meaning of Section 414(q) of the Code, or (v) is a highly compensated 

employee within the meaning of Section 414(q) of the Code with compensation above a certain level or is an officer 

or subject to the disclosure requirements of Section 16(a) of the Exchange Act. Under the 423 Component, each 

exclusion shall be applied with respect to an Offering in a manner complying with Section 1.423-2 (e)(2)(ii) of the 

Treasury Regulations. A Participant shall be deemed to have ceased to be an Eligible Employee either upon an 

actual termination of employment or upon the corporation employing the Participant during an Offering Period 

ceasing to be an Affiliate of the Company, or if the Participant transfers to an Affiliate that is not a Designated 

Subsidiary or Designated Affiliate.  

(p) “Employer” means the Designated Subsidiary or Designated Affiliate that is the employer of the applicable 

Eligible Employee in accordance with the definition in Section 2(o).  

(q) “Enrollment Date” means the first Trading Day of each Offering Period.  

(r) “Exchange Act” means the Securities Exchange Act of 1934, as amended, including the rules and regulations 

promulgated thereunder.  

(s) “Exercise Date” means the last Trading Day of each Purchase Period.  

(t) “Fair Market Value” of a share of Common Stock as of any date means the closing transaction price of a share of 

Common Stock as reported on the New York Stock Exchange on such date, or if there is no reported transactions on 

such date, on the next preceding date for which a transaction was reported.  

(u) “New Exercise Date” means a new Exercise Date if the Administrator shortens any Offering Period then in 

progress.  

(v) “Offering” means an offer under the Plan of an option that may be exercised during an Offering Period as further 

described in Section 4. Unless otherwise specified by the Administrator, each Offering to the Eligible Employees of 



the Company, a Designated Subsidiary or a Designated Affiliate shall be deemed a separate Offering (the terms of 

which Offering under the Non-423 Component need not be identical), even if the dates and other terms of the 

applicable Offering Periods of each such Offering are identical and the provisions of the Plan will separately apply 

to each Offering. To the extent permitted by Section 1.423-2(a)(1) of the Treasury Regulations, the terms of each 

separate Offering under the Section 423 Component need not be identical, provided that the terms of the Plan and an 

Offering together satisfy Section 1.423-2(a)(2) and Section 1.423-2(a)(3) of the Treasury Regulations.  

(w) “Offering Periods” means the periods established in accordance with Section 4 during which an option granted 

pursuant to the Plan may be exercised on one or more Exercise Dates. The duration and timing of Offering Periods 

may be changed pursuant to Section 4 and Section 21.  

(x) “Parent” means a “parent corporation,” whether now or hereafter existing, as defined in Section 424(e) of the 

Code.  

(y) “Participant” means an Eligible Employee that participates in the Plan.  

(z) “Purchase Account” of a Participant means the account created by the Company under the Plan for the 

Participant which is credited to reflect the amount of the Participant’s Contributions.  

(aa) “Purchase Period” means a period of time within an Offering Period, as may be specified by the Administrator 

in accordance with Section 4, generally beginning on the Enrollment Date and ending on an Exercise Date. An 

Offering Period may consist of one or more Purchase Periods.  

 
  

(bb) “Purchase Price” for an Offering Period means the purchase price designated by the Administrator for such 

Offering Period, which may be an amount equal to (i) 85% or more of the Fair Market Value of a share of Common 

Stock on the Enrollment Date, (ii) 85% or more of the Fair Market Value of a share of Common Stock on the 

Exercise Date, or (iii) the lower of an amount determined under (i) and an amount determined under (ii); provided 

however, that the Administrator may provide for a different Purchase Price for an Offering Period (subject to 

compliance with Section 423 and Applicable Laws) or pursuant to Section 21; provided further, in no event shall the 

Purchase Price be less than the par value of a share of Common Stock.  

(cc) “Section 423” means Section 423 of the Code and the Treasury Regulations thereunder.  

(dd) “Subsidiary” means a “subsidiary corporation,” whether now or hereafter existing, as defined in Section 424 

(f) of the Code.  

(ee) “Trading Day” means a day on which the New York Stock Exchange is open for trading.  

(ff) “Treasury Regulations” means the U.S. Treasury regulations issued by the Department of Treasury under the 

Code.  

Section 3. Eligibility.  

(a) General. Except as otherwise provided in this Section 3 and subject to the requirements of Section 5, any Eligible 

Employee on a given Enrollment Date shall be eligible to participate in the Plan.  

(b) Non-U.S. Employees. Employees who are citizens or residents of a non-U.S. jurisdiction (without regard to 

whether they also are citizens or residents of the United States or resident aliens within the meaning of 

Section 7701(b)(1)(A) of the Code) may be excluded from participation in the Plan or an Offering if the 

participation of such Employees is prohibited under the laws of the applicable jurisdiction or if complying with the 

laws of the applicable jurisdiction would cause the Plan or an Offering to violate Section 423. Further, in the case of 

the Non-423 Component, Eligible Employees may be excluded from participation in the Plan or an Offering if the 

Administrator has determined that participation of such Eligible Employees is not advisable or practicable.  



(c) Limitations. Notwithstanding any provisions of the Plan to the contrary, no Eligible Employee will be granted an 

option under the Plan (i)to the extent that, immediately after the grant, such Eligible Employee (or any other person 

whose stock would be attributed to such Eligible Employee pursuant to Section 424(d) of the Code) would own 

capital stock of the Company or any Parent or Subsidiary of the Company and/or hold outstanding options to 

purchase such stock possessing 5% or more of the total combined voting power or value of all classes of the capital 

stock of the Company or of any Parent or Subsidiary of the Company, or (ii)to the extent that his or her rights to 

purchase stock under all employee stock purchase plans (as defined in Section 423) of the Company or any Parent or 

Subsidiary of the Company accrues at a rate, which exceeds $25,000 USD worth of stock (determined using the Fair 

Market Value of the stock at the time such option is granted) for each calendar year in which such option is 

outstanding at any time, as determined in accordance with Section 423.  

Section 4. Offering Periods. The Plan will be implemented by consecutive Offering Periods with a new Offering 

Period commencing on the first Trading Day on or after January 1, April 1, July 1 and October 1 of each year, and 

terminating, respectively, on the last Trading Day on or before March 31, June 30, September 30 and December 31 

of each year, or on such other dates as the Administrator will determine. Unless and until the Administrator 

determines otherwise in its discretion, each Offering Period shall consist of one three-month Purchase Period, which 

shall run simultaneously with the Offering Period. The Administrator will have the authority to establish additional 

or alternative sequential or overlapping Offering Periods, a different duration for one or more Offerings or Offering 

Periods or different commencement or ending dates for such Offering Periods with respect to future offerings 

without stockholder approval if such change is announced prior to the scheduled beginning of the first Offering 

Period to be affected thereafter, provided, however, that no Offering Period may have a duration exceeding 27 

months. In addition, to the extent that the Administrator establishes overlapping Offering Periods with more than 

one Purchase Period in each Offering Period, the Administrator will have the discretion to structure an Offering 

Period so that if the Fair Market Value of the shares of Common Stock on the first Trading Day of a new Purchase 

Period within that Offering Period is less than or equal to the Fair Market Value of the shares of Common Stock on 

the Enrollment Date, then (i) that Offering Period will terminate immediately as of that first Trading Day, and 

(ii) the Participants in such terminated Offering Period will be automatically enrolled in a new Offering Period 

beginning on the first Trading Day of such new Purchase Period.  

Section 5. Participation. An Eligible Employee may participate in the Plan by (i) submitting to the Company’s 

designated Human Resources representative, on or before a date determined by the Administrator prior to an 

applicable Enrollment Date, a properly completed subscription agreement authorizing Contributions in the form 

provided by the Administrator for such purpose, or (ii) following an electronic or other enrollment procedure 

determined by the Administrator, and in either case completing any other forms and following any procedures for 

enrollment in the Plan as may be established by the Administrator from time to time.  

  
Section 6. Contributions.  

(a) At the time a Participant enrolls in the Plan pursuant to Section 5, he or she will elect to have payroll deductions 

made on each pay day or other Contributions (to the extent permitted by the Administrator) made during the 

Offering Period in an amount not exceeding 15% of the Compensation which he or she receives on each pay day 

during the Offering Period, or such different maximum percentage as may be determined by the Administrator prior 

to any Offering Period; should a pay day occur on an Exercise Date, a Participant shall have the payroll deductions 

made on such day applied to his or her Purchase Account under the current Purchase Period, unless otherwise 

provided by the Administrator. The Administrator, in its sole discretion, may permit all Participants in a specified 

Offering to contribute amounts to the Plan through payment by cash, check or other means set forth in the 

subscription agreement prior to each Exercise Date of each Offering Period. A Participant’s subscription agreement 

will remain in effect for successive Offering Periods unless terminated as provided in Section 10.  

(b) Payroll deductions for a Participant will commence on the first pay day following the Enrollment Date and will 

end on the last pay day of the Offering Period to which such authorization is applicable, unless sooner terminated by 

the Participant as provided in Section 10.  



(c) All Contributions made for a Participant will be credited to his or her Purchase Account and payroll deductions 

will be made in whole percentages only. A Participant may not make any additional payments into his or her 

Purchase Account.  

(d) A Participant may discontinue his or her participation in the Plan as provided in Section 10. If permitted by the 

Administrator, as determined in its sole discretion, for an Offering Period, a Participant may increase or decrease the 

rate of his or her Contributions during the Offering Period or Purchase Period by (i) properly completing and 

submitting to the Company’s designated Human Resources representative, on or before a date determined by the 

Administrator prior to an applicable Exercise Date, a new subscription agreement authorizing the change in 

Contribution rate in the form provided by the Administrator for such purpose, or (ii) following an electronic or other 

procedure prescribed by the Administrator. If a Participant has not followed such procedures to change the rate of 

Contributions, the rate of his or her Contributions will continue at the originally elected rate throughout the Offering 

Period and future Offering Periods (unless terminated as provided in Section 10). The Administrator may, in its sole 

discretion, limit the nature and/or number of Contribution rate changes that may be made by Participants during any 

Offering Period or Purchase Period, and may establish such other conditions or limitations as it deems appropriate 

for Plan administration. Any change in payroll deduction rate made pursuant to this Section 6(d) will be effective as 

soon as administratively practicable after the date on which the change is made by the Participant. Notwithstanding 

the foregoing, unless and until otherwise determined by the Administrator, a Participant shall not be permitted to 

increase or decrease his or her rate of Contributions during an Offering Period, with the exception that a Participant 

may withdraw from the Plan and receive a refund of Contributions in accordance with Section 10.  

(e) Notwithstanding the foregoing provisions of this Section 6, to the extent necessary to comply with 

Section 423(b)(8) of the Code and Section 3(c)(ii), a Participant’s Contributions may be decreased to 0% at any time 

during an Offering Period. Subject to Section 423(b)(8) of the Code and Section 3(c)(ii), Contributions will 

recommence at the rate originally elected by the Participant effective as of the beginning of the first Offering Period 

scheduled to end in the following calendar year, unless terminated by the Participant as provided in Section 10.  

(f) Notwithstanding any provisions to the contrary in the Plan, the Administrator may allow Eligible Employees to 

participate in the Plan via cash, check or other means instead of payroll deductions if payroll deductions are not 

permitted under applicable local law and, for any Offering under the 423 Component, the Administrator determines 

that cash contributions are permissible under Section 423.  

Section 7. Grant of Option. On the Enrollment Date of each Offering Period, each Participant in such Offering 

Period will be granted an option to purchase on each Exercise Date during such Offering Period (at the applicable 

Purchase Price) up to a number of shares of Common Stock determined by dividing such Participant’s Contributions 

accumulated prior to such Exercise Date and retained in the Participant’s Purchase Account as of the Exercise Date 

by the applicable Purchase Price; provided that in no event will a Participant be permitted to purchase during a 

Purchase Period if such purchase would allow the Participant to purchase Common Stock under the Plan and any 

other employee stock purchase plan of the Company or its Designated Subsidiaries which is qualified under 

Section 423, and which, when aggregated, would have a Fair Market Value (as determined on the Enrollment Date 

for the Purchase Period in which such right is granted) in excess of $25,000 or such other amount as may be 

specified under Section 423. The Administrator may, in its discretion and prior to the Enrollment Date of any 

Offering Period, (i) change the maximum number of shares of Common Stock that may be purchased by a 

Participant in such Offering Period or on any Exercise Date within an Offering Period, including the method for 

determining such maximum, or (ii) specify a maximum aggregate number of shares of Common Stock that may be 

purchased by all Participants in an Offering Period or on any Exercise Date within  



an Offering Period. Further, the Board may limit the number or value of the shares of Common Stock made 

available for purchase in a qualified period (e.g., 12-month period) by Participants in specified countries or working 

for specified Employers, if necessary to avoid securities law filings, achieve tax objectives or to meet other 

Company compliance objectives in particular locations outside the United States, provided that any such limitation 

is imposed under the Non-423 Component or, with respect to any Offering under the 423 Component, is imposed on 

an equal basis to all Participants under such Offering or as otherwise permitted in accordance with Section 423. 

Exercise of the option will occur as provided in Section 8, unless the Participant has withdrawn pursuant to 

Section 10. The option will expire on the last day of the Offering Period.  

Section 8. Exercise of Option.  

(a) Unless a Participant withdraws from the Plan as provided in Section 10, his or her option for the purchase of 

shares of Common Stock will be exercised automatically on the Exercise Date, and the maximum number of full 

shares subject to the option will be purchased for such Participant at the applicable Purchase Price with the 

accumulated Contributions from his or her Purchase Account. Unless otherwise determined by the Administrator 

prior to the Enrollment Date of any Offering Period, fractional shares calculated up to five decimal places will be 

purchased. In the event that the Administrator determines not to allow the purchase of fractional shares, any 

Contributions accumulated in a Participant’s Purchase Account which are not sufficient to purchase a full share may 

be retained in the Participant’s Purchase Account for the subsequent Offering Period or Purchase Period, subject to 

earlier withdrawal by the Participant as provided in Section 10. Any other funds left over in a Participant’s Purchase 

Account after the Exercise Date will be returned to the Participant. During a Participant’s lifetime, a Participant’s 

option to purchase shares hereunder is exercisable only by him or her.  

(b) If the Administrator determines that, on a given Exercise Date, the number of shares of Common Stock with 

respect to which options are to be exercised may exceed (i) the number of shares of Common Stock that were 

available for sale under the Plan on the Enrollment Date of the applicable Offering Period, or (ii) the number of 

shares of Common Stock available for sale under the Plan on such Exercise Date, the Administrator may in its sole 

discretion (x) provide that the Company will make a pro rata allocation of the shares of Common Stock available for 

purchase on such Enrollment Date or Exercise Date, as applicable, in as uniform a manner as will be practicable and 

as it will determine in its sole discretion to be equitable among all Participants exercising options to purchase shares 

of Common Stock on such Exercise Date, and continue all Offering Periods then in effect or (y) provide that the 

Company will make a pro rata allocation of the shares available for purchase on such Enrollment Date or Exercise 

Date, as applicable, in as uniform a manner as will be practicable and as it will determine in its sole discretion to be 

equitable among all Participants exercising options to purchase shares of Common Stock on such Exercise Date, and 

terminate any or all Offering Periods then in effect pursuant to Section 21. The Company may make a pro rata 

allocation of the shares available on the Enrollment Date of any applicable Offering Period pursuant to the preceding 

sentence, notwithstanding any authorization of additional shares for issuance under the Plan by the Company’s 

stockholders subsequent to such Enrollment Date.  

(c) At the time the option is exercised, in whole or in part, or at the time some or all of the shares of Common Stock 

issued under the Plan is disposed of (or any other time that a taxable event related to the Plan occurs), the Participant 

must make adequate provision for the Company’s or Employer’s federal, state, local or any other tax liability 

payable to any authority including taxes imposed by jurisdictions outside of the U.S., national insurance, social 

security or other tax withholding obligations, if any, which arise upon the exercise of the option or the disposition of 

the shares of Common Stock (or any other time that a taxable event related to the Plan occurs), including, for the 

avoidance of doubt, any liability to pay an employer tax or social insurance contribution which has been shifted 

from the Company or any Employer to the Participant as a matter of law or contract. At any time, the Company or 

the Employer may, but will not be obligated to, withhold from the Participant’s compensation the amount necessary 

for the Company or the Employer to meet applicable withholding obligations, including any withholding required to 

make available to the Company or the Employer any tax deductions or benefits attributable to sale or early 

disposition of shares of Common Stock by the Eligible Employee. In addition, the Company or the Employer may, 

but will not be obligated to, withhold from the proceeds of the sale of shares of Common Stock or any other method 

of withholding the Company or the Employer deems appropriate.  

Section 9. Delivery. As soon as reasonably practicable after each Exercise Date on which a purchase of shares of 

Common Stock occurs, the Company will arrange the delivery to each Participant of the shares purchased upon 



exercise of his or her option in a form determined by the Administrator (in its sole discretion) and pursuant to rules 

established by the Administrator. The Company may permit or require that shares be deposited directly with a 

broker designated by the Company or to a designated agent of the Company, and the Company may utilize 

electronic or automated methods of share transfer. The Company may require that shares be retained with such 

broker or agent for a designated period of time, and/or may establish procedures to permit tracking of dispositions of 

shares.  

  
Section 10. Withdrawal.  

(a) A Participant may withdraw all but not less than all the Contributions credited to his or her Purchase Account 

and not yet used to exercise his or her option under the Plan at any time by (i) submitting to the Company’s 

designated Human Resources representative a written notice of withdrawal in the form determined by the 

Administrator for such purpose, or (ii) following an electronic or other withdrawal procedure determined by the 

Administrator. Further, unless otherwise determined by the Administrator, any Participant who elects to decrease the 

rate of his or her Contributions to 0% during an Offering Period shall be deemed to withdraw from participation in 

the Plan. The Administrator may impose, from time to time, a requirement that the applicable notice of withdrawal 

from the Plan be on file with the Company for a reasonable period prior to the effectiveness of the Participant’s 

withdrawal, subject to such prior period not exceeding 45 days after the giving of the notice. All of the Participant’s 

Contributions credited to his or her Purchase Account will be paid to such Participant promptly after receipt of 

notice of withdrawal and such Participant’s option for the Offering Period will be automatically terminated, and no 

further Contributions for the purchase of shares will be made for such Offering Period. If a Participant withdraws 

from an Offering Period, Contributions will not resume at the beginning of the succeeding Offering Period, unless 

the Participant re-enrolls in the Plan in accordance with the provisions of Section 5.  

(b) A Participant’s withdrawal from an Offering Period will not have any effect upon his or her eligibility to 

participate in any similar plan that may hereafter be adopted by the Company or in succeeding Offering Periods that 

commence after the termination of the Offering Period from which the Participant withdraws.  

Section 11. Termination of Eligible Employee Status. Upon a Participant’s ceasing to be an Eligible Employee, 

for any reason, he or she will be deemed to have elected to withdraw from the Plan and the Contributions credited to 

such Participant’s Purchase Account during the Offering Period but not yet used to purchase shares of Common 

Stock under the Plan will be returned to such Participant or, in the case of his or her death, to the person or persons 

entitled thereto under Section 15, and such Participant’s option will be automatically terminated.  

Section 12. Interest. No interest will accrue on the Contributions of a Participant in the Plan, except as may be 

required by applicable law, as determined by the Company, and if so required by the laws of a particular 

jurisdiction, shall apply to all Participants in the relevant Offering except to the extent otherwise permitted by 

Treasury Regulation Section 1.423-2(f), or with respect to any Offering under the Non-423 Component, the payment 

of interest shall apply as determined by the Administrator.  

Section 13. Stock.  

(a) Basic Limitation. Subject to adjustment upon changes in capitalization of the Company as provided in 

Section 20, a maximum of 8,000,000 shares of Common Stock will be made available for sale under the Plan. All or 

any portion of such maximum number of shares may be issued under the Section 423 Component.  

(b) Rights as an Unsecured Creditor. Until the shares are issued (as evidenced by the appropriate entry on the books 

of the Company or of a duly authorized transfer agent of or broker selected by the Company), a Participant will only 

have the rights of an unsecured creditor with respect to such shares, and no right to vote or receive dividends or any 

other rights as a stockholder will exist with respect to such shares.  

(c) Source of Shares. Any shares of Common Stock issued upon exercise may consist, in whole or in part, of 

authorized and unissued shares, treasury shares, shares purchased in the open market (on an exchange or in 

negotiated transactions) or any combination thereof.  



Section 14. Administration. The Plan will be administered by the Board or the Committee. Unless otherwise 

determined by the Board, in connection with the administration of the Plan, any of the Chief Executive Officer, 

President, Chief Financial Officer, Chief Accounting Officer, Secretary or Chief Human Resources Officer of the 

Company, by and behalf of the Company, shall have the authority (a) to negotiate, fix and vary the terms of, and to 

execute and deliver, contracts, agreements, assignments, concessions, licenses, options and all other similar 

instruments, (b) to engage any agents or contractors, including banks, stock brokers and attorneys, (c) to amend the 

Plan, and (d) to otherwise do all acts and things necessary or suitable in connection with the exercise of any of the 

aforementioned powers; provided, that no such authorization shall extend to any amendment of the Plan that 

increases the number of shares of Common Stock available for purchase under the Plan or otherwise requires 

stockholder approval under applicable tax or stock exchange rules. Notwithstanding the foregoing, the Board or the 

Compensation Committee of the Board shall administer the Plan to the extent necessary to comply with Applicable 

Laws.  

Unless otherwise determined by the Board (within the constraints of Applicable Laws), the Administrator will have 

full and exclusive discretionary authority to construe, interpret and apply the terms of the Plan, to designate separate 

Offerings under the Plan, to determine which entities shall be Designated Subsidiaries or Designated Affiliates, to 

determine eligibility, to adjudicate all disputed claims filed under the Plan (including making factual 

determinations), to change the Offering Periods and Purchase Periods, limit the frequency and/or number of changes 

in the amount withheld during an Offering Period or Purchase Period, permit payroll withholding in excess of the 

amount designated by a Participant in order to adjust for delays or mistakes in the Company’s processing of properly 

completed subscription agreements, establish reasonable waiting and adjustment periods and/or accounting and 

crediting procedures to ensure that amounts applied toward the purchase of shares of Common Stock for each 

Participant properly correspond with Contribution amounts, and establish such other limitations or procedures as the 

Administrator determines in its sole discretion advisable that are consistent with the Plan, including adopting 

amendments to the Plan and/or outstanding options as permitted by Section 21.  

Further, the Administrator, or its delegate to the extent permitted by Applicable Laws, may adopt such rules, 

procedures and sub-plans as are necessary or appropriate to permit the participation in the Plan by employees who 

are foreign nationals or employed outside the United States, the terms of which rules, procedures and sub-plans may 

take precedence over other provisions of the Plan, with the exception of Section 13(a), but unless otherwise 

superseded by the terms of such sub-plan, the provisions of the Plan shall govern the operation of such sub-plan. To 

the extent inconsistent with the requirements of Section 423, any such sub-plan shall be considered part of the Non-

423 Component, and rights granted thereunder shall not be required by the terms of the Plan to comply with 

Section 423. Without limiting the generality of the foregoing, the Administrator is specifically authorized to adopt 

rules and procedures regarding eligibility to participate, the definition of Compensation, handling of Contributions, 

making of Contributions to the Plan (including, without limitation, in forms other than payroll deductions), 

establishment of bank or trust accounts to hold Contributions, establishment of trusts to hold shares of Common 

Stock on behalf of employees or other escrow arrangements in relation to placing appropriate sale restrictions on 

shares of Common Stock, payment of interest, establishment of the exchange ratio applicable to Contributions 

withheld in a currency other than U.S. dollars, obligations to pay payroll tax, determination of beneficiary 

designation requirements, withholding procedures and handling of stock certificates that vary with applicable local 

requirements. The Administrator also is authorized to determine that, to the extent permitted by Section 1.423-2(f) 

of the Treasury Regulations, the terms of an option granted under the Plan or an Offering to citizens or residents of a 

non-U.S. jurisdiction will be less favorable than the terms of options granted under the Plan or the same Offering to 

employees resident solely in the U.S. Every finding, decision and determination made by the Administrator will be 

final and binding upon all parties.  

Section 15. Death of Participant. In the event of the death of a Participant, any shares of Common Stock and cash, 

if any, from the Participant’s Purchase Account will be delivered to the executor, administrator or personal 

representative of the estate of the Participant, or such other individual as may be prescribed by applicable law.  

Section 16. Transferability. Neither Contributions credited to a Participant’s Purchase Account nor any rights with 

regard to the exercise of an option or to receive shares of Common Stock under the Plan may be assigned, 

transferred, pledged or otherwise disposed of in any way (other than by will, the laws of descent and distribution or 

as provided in Section 15) by the Participant. Any such attempt at assignment, transfer, pledge or other disposition 



will be without effect, except that the Company may treat such act as an election to withdraw funds from an 

Offering Period in accordance with Section 10.  

Section 17. Use of Funds. The Company may use all Contributions received or held by it under the Plan for any 

corporate purpose, and the Company will not be obligated to segregate such Contributions except under Offerings in 

which applicable local law requires that Contributions to the Plan by Participants be segregated from the Company’s 

general corporate funds and/or deposited with an independent third party for Participants in non-U.S. jurisdictions. 

Until shares of Common Stock are issued, Participants will only have the rights of an unsecured creditor with 

respect to such shares.  

Section 18. Reports. Individual Purchase Accounts will be maintained for each Participant in the Plan. Statements 

of account will be given to participating Eligible Employees at least annually, which statements will set forth the 

amounts of Contributions, the Purchase Price, the number of shares of Common Stock purchased and the remaining 

cash balance, if any.  

Section 19. No Right to Employment. Participation in the Plan by a Participant shall not be construed as giving a 

Participant the right to be retained as an employee of the Company or a Subsidiary or Affiliate, as applicable. 

Furthermore, the Company or a Subsidiary or Affiliate may dismiss a Participant from employment at any time, free 

from any liability or any claim under the Plan.  

Section 20. Adjustments, Dissolution, Liquidation or Change in Control.  

(a) Adjustments. In the event that any dividend or other distribution (whether in the form of cash, shares of Common 

Stock, other securities, or other property), recapitalization, stock split, reverse stock split, reorganization, merger, 

consolidation, split-up, spin-off, combination, repurchase, or exchange of shares of Common Stock or other 

securities of the Company, or other change in the corporate structure of the Company affecting the shares of 

Common Stock occurs, the Administrator, in order to prevent dilution or enlargement of the benefits or potential 

benefits intended to be made available under the Plan, will, in such manner as it may deem equitable, adjust the 

number and class of shares of Common Stock that may be delivered under the Plan, the Purchase Price per share and 

the number of shares of Common Stock covered by each option under the Plan that has not yet been exercised, and 

the numerical limits of Section 7.  

(b) Dissolution or Liquidation. In the event of the proposed dissolution or liquidation of the Company, any Offering 

Period then in progress will be shortened by setting a New Exercise Date, and will terminate immediately prior to 

the consummation of such proposed dissolution or liquidation, unless provided otherwise by the Administrator. The 

New Exercise Date will be before the date of the Company’s proposed dissolution or liquidation. The Administrator 

will notify each Participant in writing or electronically, prior to the New Exercise Date, that the Exercise Date for 

the Participant’s option has been changed to the New Exercise Date and that the Participant’s option will be 

exercised automatically on the New Exercise Date, unless prior to such date the Participant has withdrawn from the 

Offering Period as provided in Section 10.  

(c) Change in Control. In the event of a Change in Control, each outstanding option will be assumed or an 

equivalent option substituted by the successor corporation or a Parent or Subsidiary of the successor corporation. In 

the event that the successor corporation refuses to assume or substitute for the option, then, in the sole discretion of 

the Administrator, either (i) all outstanding options will be cancelled by the Administrator as of a date prior to the 

effective date of the Change in Control and all Contributions shall be refunded to the Participants; or (ii) the 

Offering Period with respect to which such option relates will be shortened by setting a New Exercise Date on which 

such Offering Period shall end. The New Exercise Date will occur before the date of the Company’s proposed 

Change in Control. The Administrator will notify each Participant in writing or electronically prior to the New 

Exercise Date, that the Exercise Date for the Participant’s option has been changed to the New Exercise Date and 

that the Participant’s option will be exercised automatically on the New Exercise Date, unless prior to such date the 

Participant has withdrawn from the Offering Period as provided in Section 10.  



Section 21. Amendment or Termination.  

(a) The Administrator, in its sole discretion (except as provided in Section 14), may amend, suspend, or terminate 

the Plan, or any part thereof, at any time and for any reason. If the Plan is terminated, the Administrator, in its 

discretion, may elect to terminate all outstanding Offering Periods either immediately or upon completion of the 

purchase of shares of Common Stock on the next Exercise Date (which may be sooner than originally scheduled, if 

determined by the Administrator in its discretion), or may elect to permit Offering Periods to expire in accordance 

with their terms (and subject to any adjustment pursuant to Section 20). If the Offering Periods are terminated prior 

to expiration, all amounts then credited to Participants’ Purchase Accounts that have not been used to purchase 

shares of Common Stock will be returned to the Participants (without interest thereon, except as otherwise required 

under local laws, as further set forth in Section 12) as soon as administratively practicable. In addition, an 

amendment to the Plan must be approved by the stockholders of the Company within 12 months of the adoption of 

such amendment if such amendment would authorize the sale of more shares than are then authorized for issuance 

under the Plan or would change the definition of the corporations that may be designated by the Administrator as 

participating companies under the Plan.  

(b) In the event the Administrator determines that the ongoing operation of the Plan may result in unfavorable 

financial accounting consequences, the Administrator may, in its discretion and, to the extent necessary or desirable, 

modify, amend or terminate the Plan to reduce or eliminate such accounting consequence including, but not limited 

to:  

(i) amending the Plan to conform with the safe harbor definition under the Financial Accounting Standards Board 

ASC Topic 718 (or any successor thereto), including with respect to an Offering Period underway at the time;  

(ii) altering the Purchase Price for any Purchase Period or Offering Period including a Purchase Period or Offering 

Period underway at the time of the change in Purchase Price;  

(iii) shortening any Offering Period by setting a New Exercise Date, including an Offering Period underway at the 

time of the Administrator action;  

(iv) reducing the maximum percentage of Compensation a Participant may elect to set aside as Contributions; and  

(v) reducing the maximum number of shares of Common Stock a Participant may purchase during any Offering 

Period. Such modifications or amendments will not require stockholder approval or the consent of any Plan 

Participants.  

(c) The Administrator may amend an outstanding option or grant a replacement option for an option previously 

granted under the Plan if, in the Administrator’s discretion, it determines that (i) the tax consequences of such option 

to the Company or the Participant differ from those consequences that were expected to occur on the date the option 

was granted, (ii) clarifications or interpretations of, or changes to, tax law or regulations permit options to be granted 

that have more favorable tax consequences than initially anticipated, or (iii) such amendment is necessary or 

advisable to comply with applicable local laws.  

Section 22. Notices. All notices or other communications by a Participant to the Company under or in connection 

with the Plan will be deemed to have been duly given when received in the form and manner specified by the 

Company at the location, or by the person, designated by the Company for the receipt thereof.  

Section 23. Notification of Disposition of Shares. As a condition of participation in the Plan, the Company 

requires Participants in an Offering under the 423 Component to give the Company prompt notice of any disposition 

of shares of Common Stock acquired by exercise of an option. The Company may further require that until such 

time as a Participant in an Offering under the 423 Component disposes of shares acquired upon exercise of an 

option, the Participant shall hold all such shares in the Participant’s name (or, if elected by the Participant, in the 

name of the Participant and his or her spouse but not in the name of any nominee) until the later of two years after 

the date of grant of such option or one year after the date of exercise of such option. The Company may direct that 

the certificates evidencing shares acquired by exercise of an option refer to such requirement to give prompt notice 

of disposition.  



Section 24. Conditions upon Issuance of Shares. Shares of Common Stock will not be issued with respect to an 

option unless the exercise of such option and the issuance and delivery of such shares pursuant thereto will comply 

with all applicable provisions of law, domestic or foreign, including, without limitation, the Securities Act of 1933, 

as amended, the Exchange Act, the rules and regulations promulgated thereunder, and the requirements of any stock 

exchange upon which the shares may then be listed, and will be further subject to the approval of counsel for the 

Company with respect to such compliance. The inability or impracticability of the Company to obtain from any 

regulatory body having jurisdiction the authority, if any, deemed by the Company’s legal counsel to be necessary to 

the lawful issuance and sale of any shares under the Plan, or the approval of any securities exchange or market 

system upon which the shares of Common Stock may then be listed, if any, deemed by the Company’s legal counsel 

to be necessary to the issuance and sale of any shares under the Plan in compliance with the requirements of such 

securities exchange or market system, shall relieve the Company of any liability in respect of the failure to issue or 

sell such shares as to which such requisite authority or approval shall not have been obtained. As a condition to the 

exercise of an option, the Company may require the Participant to satisfy any qualifications that may be necessary or 

appropriate, to evidence compliance with any applicable law or regulation, and to make any representation or 

warranty with respect thereto as may be requested by the Company.  

Section 25. Section 409A. The Plan is exempt from the application of Section 409A of the Code and the Plan will 

be interpreted consistent with such intention. The Non-423 Component is intended to be exempt from the 

application of Section 409A of the Code under the short-term deferral exception and the Plan will be interpreted 

consistent with such intention. In furtherance of the foregoing and notwithstanding any provision in the Plan to the 

contrary, if the Administrator determines that an option granted under the Plan may be subject to Section 409A of 

the Code or that any provision in the Plan would cause an option under the Plan to be subject to Section 409A of the 

Code, the Administrator may amend the terms of the Plan and/or of an outstanding option granted under the Plan, or 

take such other action the Administrator determines is necessary or appropriate, in each case, without the 

Participant’s consent, to exempt any outstanding option or future option that may be granted under the Plan from or 

to allow any such options to comply with Section 409A of the Code, but only to the extent any such amendments or 

action by the Administrator would not violate Section 409A of the Code. Notwithstanding the foregoing, the 

Company shall have no liability to a Participant or any other party if an option to purchase shares of Common Stock 

under the Plan that is intended to be exempt from or compliant with Section 409A of the Code is not so exempt or 

compliant or for any action taken by the Administrator with respect thereto.  

Section 26. Tax-Qualification. Although the Company may endeavor to (i) qualify an option for favorable tax 

treatment under the laws of the United States or jurisdictions outside of the United States or (ii) avoid adverse tax 

treatment to Participants, the Company makes no representation to that effect and expressly disavows any covenant 

to maintain favorable or avoid unfavorable tax treatment, notwithstanding anything to the contrary in the Plan, 

including Section 25. The Company shall be unconstrained in its corporate activities without regard to the potential 

negative tax impact on Participants.  

Section 27. Term of Plan. Subject to Section 28, the Plan will become effective upon its adoption by the Board, and 

will continue in effect until terminated under Section 21; provided, however, no Offering Period may commence 

until after the date that the Plan is approved by the stockholders pursuant to Section 28.  

Section 28. Stockholder Approval. The Plan will be subject to approval by the stockholders of the Company 

within 12 months after the date the Plan is adopted by the Board. Such stockholder approval will be obtained in the 

manner and to the degree required under Applicable Laws.  
 
  

Section 29. Governing Law. The Plan shall be governed by, and construed in accordance with, the laws of the State 

of Delaware without regard to its choice of law provisions.  

Section 30. Severability. If any provision of the Plan is or becomes or is deemed to be invalid, illegal, or 

unenforceable for any reason in any jurisdiction or as to any Participant, such invalidity, illegality or 

unenforceability shall not affect the remaining parts of the Plan, and the Plan shall be construed and enforced as to 

such jurisdiction or Participant as if the invalid, illegal or unenforceable provision had not been included.  

 



Section 31. Headings. Headings are given to the sections and subsections of the Plan solely as a convenience to 

facilitate reference. Such headings shall not be deemed in any way material or relevant to the construction or 

interpretation of the Plan. 
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