May 14, 2015

Pleasevote AGAINST the Advisory Vote to Approve Named Executive Offi@mpensatiomt Wal-Mart, Inc.’s
(NYSE: WMT) Annual Meeting on June 5, 2015.

Dear Wal-Mart, Inc. Shareholder:

As we noted last year, and despite the Compensdfiominations, and Governance Committee (“CNGCEt)&m

that it seeks to align pay with performance, Wald\ecutives continue to receive outsized comparsseelative
to lackluster performance. According to Equilar,MWEart this year ranks in the 72nd percentile faypbut just the
40th percentile for total shareholder returns. Gher past three and five years, Equilar has givet-Mart's pay-
performance alignment scores of -27 and -74, réiqedyg, indicating a significant, long-term misatignent. As it
has in the past, this year the Wal-Mart board’'s CNi@as lowered performance targets and made numaftars
the-fact adjustments to its performance measuras lthve resulted in this stark divergence betwemyn and
performance:

Targeted levels for performance measures incluBetrn on Investment (“ROI"), US Operating Income
Growth, and Total Company Sales Growth have alhlveduced — concurrent with declining performance.
The ROI target, which is given a 50% weight in deti@ing the vesting of Wal-Mart’s equity grantsite
named executives, has been steadily reduced fgrateseven years.

Wal-Mart makes numerous adjustments to the perfoceameasures it employs, using contradictory
justifications. On the one hand, the CNGC arguasttie assessment of executive performance shotild n
be influenced by factors outside of executive aadntsuch as global macroeconomic fluctuations. @ t
other, the CNGC asserts that such assessmentsdshotl reflect the effects of "store closings,
restructurings, acquisitions, and dispositions.t Bese factors clearly are under the control @cekives,
and would seem to reflect their strategic acumeusiness planning, and ability to execute plans
successfully. Moreover, these adjustments appebe targe and almost-always raise performance en th
adjusted measure relative to performance repontéuei 10K.

In FY2015, Wal-Mart’'s annual Cash Incentive Plagrpants provided payouts to named executives of at
least 70% of target, even though the unadjustetbpeance on the relevant metrics was far lower. For
instance, CEO Douglas McMillon received a Cash tiwe Plan payout of 75% of target - equal to 240%
of annual salary - when unadjusted performanceeaeli only a weighted average of 24.4% of targeted
performance.

While Wal-Mart announced an important initiativertise associate pay in January 2015, the compappi®ach
to human capital management remains unbalancedalealate that over the past year CEO McMillontsltdirect

compensation equaled approximately 1,139x the dnpag of full time sales associates (as reported by

Glassdoor.com), compared to 1,142x in FY2014, ant,@34x for previous CEO Mike Duke in FY2013. Wille
company’s share price now having underperformedS&B 500 by 25 percentage points over the pastabsy@0
percentage points over the past 3 years, and age points in the past year alone, it is urf@mthareholders to
send a clear message that a more balanced appgooagman capital management is overdue.

The CtW Investment Group works with union-sponsgredsion funds sponsored by affiliates of Chang#ito to
enhance long-term shareholder value through aotmreership. These funds have over $250 billion setsunder
management and are substantial WMT shareholders.

TargetsFall Along With Performance

The Wal-Mart board’s CNGC has repeatedly loweretll@ivels of the financial metrics it targets forfpemance-
related-pay purposes, and has done so again this Fggure one below illustrates this problem agelates to
Return on Investment and Total Company Sales,whentetrics used to determine vesting of performasiwres
for Wal-Mart’'s CEO:
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CEO Pay at WMT: Lowering the Bar .
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Additionally, each of the other metrics used in ferformance Share Pl US Sales, International Sales, ¢

Sam's Club Saleswas lowered significantly between FY2014 and FY 20While the CNGCnsists that it does
not undermine its performance goals by lowerings¢héargets, we find their reasoning unpersu. Indeed,

research by Pay Governandadicates that "stretch" targets for executives esppto successfully driv

outperformanceé suggesting that WaMart's lackluster growth may have resulted in framn the CNGC's failure t

set and hold to genuinely demanding tarc

Adjustmentsto Performance M easur es Further Delink Pay From Perfor mance

Additionally, Wal-Mart adjusts thperformance measures it targets both for its an@aah Incentive Plan and 1
its performance share units, to exclude a variéiyosts associated with store closi, restructurings, acquisition
and dispositions, as well as to remove the effeftsxchange rate fluctuations, losses and accrualseckl®o
litigation, and losses attributable to walmart.cand samsclub.con As we note above, the CNGC's justificatic
for these adjustments contradict oneother: if performance should only be measubased on factors unc
executive control, then why exclude the effectstoffe closings, restructurings, or \-Mart's online operation:
since these are all clearly subject to executivetrot? We further note that it is common for companiesh
significant international operations to hedge theirrency exposure, and that V-Mart does report holdin
securities for such exchange rate hedging purpdisesnot clear to us why such hedging strategiesid not be
under executive control, or why tefectiveness of such strategies should not affedormance evaluation for pi
purposes.

Moreover, it isremarkable how frequently the adjustments madéheyONGC have a positive rather than nege
effect on measured performance. Of the ten pmance measures subject to adjustments acros-Mart's
performance related pay plans, nine adjustmentsthadeffect of raising performance, and the oneatieg
adjustment lowered performance by 0-0.29% (the positive adjustments ranged from 0.8%96.6%). As noted
below, these adjustmenssibstantially increased the payouts to executietetive to their likely level based ¢
unadjusted performance.
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Wal-Mart International Operating Income Growth,
Actual vs. Adjusted
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Excessive Annual Cash I ncentive Payments Given Perfor mance Misses

In FY2015 Wal-Mart fell shdrof targeted performance 8 of the 10 measures useddaterminin¢ the annual
Cash Incentive paymentsven taking into account the significant, posit{the one negative adjustment was
to a metric used only in the Performance Share)jadjustments to 7 of these metricevdrtheless, executives s
receivedlarge payouts under this progr: for each named executive, the payout amounteat feast 150% c
salary, and for CEO McMillon it totaled 240%. Thegseyouts would presumably h: been much lower without tt
large, significant adjustments to these measuror instance,Mr. McMillon's weighted average adjust
performance equaled 68% of targeted performance, hés Cash Incentive payout totaled 75% of the etizad
payout. But oran unadjusted basis, the company achieved only246fithe weighted average performance g
on which the CEO is evaluated for the Cash Incenplan. There are similar, large divergences baiwibe
percentage of targeted performance achieved omgdjusted basis and the percentage of target payeartdad tc
the other named executives: Mr. Foran receiveda [f@yout based on achieving just 31% of performaoeds or
an unadjusted basis (54% adjusted). Mr. Cheesetvrggieived a 91% payout basec achievement of 29% ¢
targeted performance on an unadjusted basis (8j4stad).

Once again over the past yetre Wa-Mart board and the CNGC have found numerous meshenio delink pa

from performance, and provide scant if not implalesexplangons for their decisions. Consequently -Mart has
one of the highest CEO pay ratios in the UnitedeStaeven while its sar-store salestagnateand its stock price
lags. We urge you to join us in insisting that BRGC take a new, balanced approay Voting Against the

Advisory Vote to Approve Named Executive Officer pensatio at Wal-Mart, Inc.’s(NYSE: WMT) Annual

Meeting on June 5, 2015.

Sincerely,

%E@ﬁ%@w%\‘

Dieter Waizenegger
Executive DirectorCtW Investment Grot



