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ITT EDUCATIONAL SERVICES, INC.
13000 North Meridian Street
Carmel, IN 46032-1404

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD MAY 17, 2016

The 2016 Annual Meeting of Shareholders of ITT Educational Services, Inc. (“ITT/ESI”) will be held at the Key Bridge
Marriott, 1401 Lee Highway, Arlington, Virginia 22209, on Tuesday, May 17, 2016, at 9:00 a.m., local time, for the
following purposes:

1. To consider and vote upon three proposals described in the accompanying Proxy Statement providing for:

ProposalElection of two Directors to serve until the 2019 Annual Meeting of Shareholders and until their successors
One: are elected and have qualified.

ProposalRatification of the appointment of Deloitte & Touche LLP to serve as ITT/ESI’s independent registered
Two:  public accounting firm for its fiscal year ending December 31, 2016.

ProposalAdvisory vote to approve the compensation paid to ITT/ESI’s named executive officers, as disclosed

Three: pursuant to the compensation disclosure rules of the Securities and Exchange Commission, including the
Compensation Discussion and Analysis, compensation tables and narrative discussion, in the accompanying
Proxy Statement.

2. To act upon such other matters that may properly come before the meeting.
All shareholders of record at the close of business on March 21, 2016 will be entitled to vote at the meeting.
It is important that your shares be represented at this meeting. Whether or not you expect to be present, please vote as
soon as possible. We have provided information on available voting methods in the accompanying Proxy Statement. If
you attend the meeting, you may revoke your proxy and vote in person. If you would like to attend the annual

meeting, you must obtain an admission ticket in advance, as explained on page 4 of the accompanying Proxy
Statement.

By Order of the Board of Directors,
Ryan L. Roney

Executive Vice President, Chief Administrative and Legal Officer and Secretary

-1i-




Edgar Filing: ITT EDUCATIONAL SERVICES INC - Form DEF 14A

ITT EDUCATIONAL SERVICES, INC.
13000 North Meridian Street
Carmel, IN 46032-1404

PROXY STATEMENT

Annual Meeting of Shareholders
May 17, 2016

This Proxy Statement and accompanying proxy are being provided to shareholders on or about April 7, 2016 in
connection with the solicitation by the Board of Directors of ITT Educational Services, Inc. (“ITT/ESL,” “we” or “us”) of
proxies to be voted at the 2016 Annual Meeting of Shareholders (“Annual Meeting”) to be held at 9:00 a.m., local time,
Tuesday, May 17, 2016, at the Key Bridge Marriott, 1401 Lee Highway, Arlington, Virginia 22209, for the purposes

set forth in the accompanying notice.

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING
Why did I receive a Notice of Internet Availability of Proxy Materials?

Many of our shareholders will receive a Notice of Internet Availability of Proxy Materials (the “Notice”), which was or
will be sent to shareholders on or about April 7, 2016. We are furnishing our proxy materials to our shareholders on

the Internet, unless the shareholder has previously requested printed copies. Printed copies of our proxy materials
furnished at the previous request of our shareholders were or will be sent to those shareholders on or about April 7,
2016.

If you received a Notice by mail or e-mail, you will not receive a printed copy of our proxy materials unless you
request such a copy in the manner described in the Notice. The Notice also instructs you as to how you may access

and review this Proxy Statement and our 2015 Annual Report to Shareholders (which is our Annual Report on Form
10-K for the year ended December 31, 2015) (the “2015 Annual Report”), and how you may submit your proxy to vote
at the Annual Meeting.

NOTICE OF INTERNET AVAILABILITY OF PROXY MATERIALS

Important Notice Regarding the Availability of Proxy Materials
for the Shareholders Meeting to be held on May 17, 2016

The proxy statement and annual report are available at www.proxyvote.com.
Who is entitled to vote at the Annual Meeting?
Holders of our common stock outstanding at the close of business on March 21, 2016, the record date for the Annual
Meeting (the “Record Date”), are entitled to vote their shares at the Annual Meeting. As of the Record Date, 23,698,746
shares of our common stock were issued and outstanding. Each share of our common stock is entitled to one vote on

each matter properly brought before the Annual Meeting.

What will shareholders vote on at the Annual Meeting and how does the Board of Directors recommend that I vote?
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There are three proposals that shareholders will vote on at the Annual Meeting:

e election of two directors to serve until the 2019 Annual Meeting of Shareholders and until their successors are
elected and have qualified;

e ratification of the appointment of Deloitte & Touche LLP (“Deloitte”) to serve as our independent registered public
accounting firm for our fiscal year ending December 31, 2016; and

e advisory vote to approve the compensation paid to our Named Executive Officers (those executive officers
identified in the Compensation Discussion and Analysis below), as disclosed pursuant to the compensation
disclosure rules of the U.S. Securities and Exchange Commission (the “SEC”), including the Compensation
Discussion and Analysis, compensation tables and narrative discussion, in this Proxy Statement.

-1-
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The Board of Directors recommends that you vote FOR all three proposals.

As of the date of this Proxy Statement, our Board of Directors is not aware of any matters, other than those described
in this Proxy Statement, which are to be voted on at the Annual Meeting. If any other matters are properly raised at
the Annual Meeting, however, the persons named as proxy holders intend to vote the shares represented by your proxy
in accordance with their judgment on such matters.

What is the difference between holding shares as a shareholder of record and as a beneficial owner?

If your shares are registered directly in your name with our transfer agent, American Stock Transfer & Trust
Company, you are considered, with respect to those shares, the “shareholder of record.” The Notice has been or will be
sent directly to you, unless you previously requested printed copies of our proxy materials.

If your shares are held in a stock brokerage account or by a bank or other holder of record, you are considered the
“beneficial owner” of those shares held in “street name.” The Notice has been or will be sent to you by your broker, bank
or other holder of record who is considered, with respect to those shares, to be the shareholder of record. As the
beneficial owner, you have the right to direct your broker, bank or other holder of record on how to vote the shares in
your account.

How do I vote?
Shareholders of Record
If you are a shareholder of record, you may vote by using any of the following methods.

Through the Internet. You may submit a proxy through the Internet by following the instructions on the Notice or the
instructions on the proxy card if you previously requested to receive paper copies of our proxy materials or you
request paper copies in connection with this Annual Meeting. If you submit a proxy through the Internet, you do not
need to return a proxy card. The Internet voting facility for shareholders of record will close at 11:59 p.m., Eastern
Time, on May 16, 2016.

By Telephone. If you receive a proxy card by mail because you have previously requested to receive paper copies of
our proxy materials or you request paper copies in connection with this Annual Meeting, you may submit a proxy by
telephone by dialing the toll-free telephone number shown on the proxy card and following the recorded instructions.
If you submit a proxy by telephone, you do not need to return a proxy card. The telephone voting facility for
shareholders of record will close at 11:59 p.m., Eastern Time, on May 16, 2016.

By Mail. If you receive a proxy card by mail because you have previously requested to receive paper copies of our
proxy materials or you request paper copies in connection with this Annual Meeting, you may vote by completing,
signing, dating and mailing that proxy card in the pre-addressed postage-prepaid envelope that will be included when
the proxy card is sent to you.

In Person at the Annual Meeting. If you attend the Annual Meeting, you may vote your shares in person. We
encourage you, however, to vote by proxy card, through the Internet or by telephone even if you plan to attend the
meeting so that your shares will be voted in the event you later decide not to attend the meeting.

Beneficial Owners

If you are a beneficial owner, you may vote by using any voting instruction card provided by your broker, bank or
other record holder or by following their instructions for voting through the Internet or by telephone. If you are a
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beneficial owner who would like to vote in person at the Annual Meeting, you must obtain a legal proxy from your
broker, bank or other holder of record and present it at the Annual Meeting.

Pursuant to the rules of the New York Stock Exchange (“NYSE”), brokers may not exercise discretion to vote shares on
the following matters if the beneficial owner does not give voting instructions:

-

10
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e the election of directors; and
e the approval of the compensation paid to our Named Executive Officers.

Accordingly, if you are a beneficial owner and wish your shares to be voted on these matters, you must give your
broker voting instructions.

What does it mean if I receive more than one Notice or proxy card?

If you received more than one Notice or proxy card, your shares are registered in more than one name or are registered
in different accounts. Please follow the voting instructions included in each Notice and proxy card to ensure that all of
your shares are voted.

May I change my vote after I have submitted a proxy?

If you are a shareholder of record, you have the power to revoke your proxy at any time before the shares it represents
are voted, by:

e delivering to our Secretary an instrument revoking the proxy;
e delivering a new proxy in writing, through the Internet or by telephone, dated after the date of the proxy being
revoked and, in the case of telephone or Internet voting, before 11:59 p.m., Eastern Time, on May 16, 2016; or
¢ attending the Annual Meeting and voting in person (attendance without casting a ballot will not, by itself, constitute
revocation of a proxy).

If you are a beneficial owner, you may submit new voting instructions by contacting your broker, bank or other holder
of record. You may also revoke your previous voting instructions by voting in person at the Annual Meeting if you
obtain a legal proxy from your broker, bank or other holder of record and present it at the Annual Meeting.

How will the proxies be voted?

Kevin M. Modany and Ryan L. Roney, two of our executive officers, have been selected by our Board of Directors to
serve as proxy holders for the Annual Meeting. All shares of our common stock represented by properly delivered
proxies received in time for the Annual Meeting will be voted at the Annual Meeting by the proxy holders in the
manner specified by the shareholder. If a written proxy card is signed by a shareholder and returned without
instructions, the shares of our common stock represented by the proxy will be voted:

® FOR the election of the two director nominees named in this Proxy Statement;
® FOR the ratification of the appointment of Deloitte; and
e FOR the approval of the compensation paid to our Named Executive Officers as disclosed in this Proxy Statement.

What is the quorum required at the Annual Meeting?

In order for business to be conducted at the Annual Meeting, a quorum must be present. A quorum will be present if
the holders of a majority of the shares issued and outstanding as of the Record Date and entitled to vote are
represented in person or by proxy at the Annual Meeting. Votes cast by proxy or in person at the Annual Meeting will
be tabulated by the election inspector appointed for the meeting and will determine whether a quorum is present. The
election inspector will treat abstentions and broker non-votes as shares that are present for purposes of determining the
presence of a quorum. A broker non-vote occurs when a broker, bank or other holder of record holding shares for a
beneficial owner does not vote on a particular proposal because that holder does not have discretionary voting power
for that particular item (for example, the election of directors and the approval of the compensation paid to our Named

11
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Executive Officers) and has not received voting instructions from the beneficial owner.
What are the voting requirements to approve each of the proposals?

Election of Two Directors. To be elected, a Director nominee must receive a majority of the votes cast with respect to
such Director, which means that the number of shares voted “for” that Director’s election must exceed the number of
shares voted “against” that Director’s election. Shareholders will not be allowed to cumulate their votes in the election of
Directors. Abstentions and broker non-votes will not be considered as votes cast on this proposal and therefore will

have no effect on the outcome of this proposal.

3.

12
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Ratification of the Appointment of the Independent Registered Public Accounting Firm. The affirmative vote of a
majority of the shares of our common stock represented in person or by proxy at the Annual Meeting and entitled to
vote is required to ratify the appointment by the Audit Committee of the Board of Directors of Deloitte as our
independent registered public accounting firm for our fiscal year ending December 31, 2016. Abstentions will be
considered shares represented at the Annual Meeting and entitled to vote on this proposal. Accordingly, an abstention
will have the same effect as a vote against this proposal. Broker non-votes will not be considered shares entitled to
vote on this proposal and, therefore, will have no effect on the outcome of this proposal.

Advisory Vote on the Approval of the Compensation Paid to Our Named Executive Officers. The affirmative vote of
a majority of the shares of our common stock represented in person or by proxy at the Annual Meeting and entitled to
vote is required to approve the compensation paid to our Named Executive Officers, as disclosed pursuant to the
compensation disclosure rules of the SEC, including the Compensation Discussion and Analysis, compensation tables
and narrative discussion, in this Proxy Statement. Abstentions will be considered shares represented at the Annual
Meeting and entitled to vote on this proposal. Accordingly, an abstention will have the same effect as a vote against
this proposal. Broker non-votes will not be considered shares entitled to vote on this proposal and, therefore, will
have no effect on the outcome of this proposal. The shareholder vote to approve the compensation paid to our Named
Executive Officers is an advisory vote only and, therefore, the result of that vote will not be binding on our Board of
Directors or Compensation Committee. Our Compensation Committee will, however, consider the outcome of the
vote when evaluating our executive compensation principles and practices.

What do I need to do to attend the Annual Meeting in person?

If you would like to attend the Annual Meeting, you must be a holder of our common stock as of the Record Date, and
you must obtain an admission ticket in advance. You can submit a ticket request by mail to our Secretary, Ryan L.
Roney, at ITT Educational Services, Inc., 13000 N. Meridian Street, Carmel, IN 46032. Ticket requests will not be
accepted by telephone or e-mail. With your request, you must also submit:
¢ a phone number where we can reach you with questions;
e the address where the ticket should be mailed; and
e ownership verification as follows:

Shareholders of
Record

For ownership
verification provide:

Option A

e Name(s) of
shareholder;
e Address;

Beneficial Owners

For ownership
verification provide one
of the following:

* A copy of a brokerage
account statement
showing your share
ownership as of the

¢ Phone number; and Record Date (3/21/16);

¢ Shareholder

account number

Option B

* A copy of your

proxy card showing
shareholder name

and address

or
* A letter from your
broker, bank or other
nominee verifying your
Record Date (3/21/16)
ownership; or

* A copy of the voting
instruction card you
received from your

401(k)
Holders
For
ownership
verification
provide:

¢ Name;

e Address;
and

¢ Phone
number

13
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broker, bank or other
nominee showing
shareholder name and
address

Requests for admission tickets will be processed in the order in which they are received and must be received by our
Corporate Secretary no later than May 11, 2016. In addition to an admission ticket, you will be required to present a
valid government-issued photo identification, such as a driver’s license or passport, to be admitted into the Annual
Meeting. Use of cameras, recording devices, computers and other personal electronic devices will not be permitted at
the Annual Meeting.

What is “householding”?

“Householding” is a procedure under which we may deliver a single copy of the Notice, or this Proxy Statement and our
2015 Annual Report if printed copies have been requested, to multiple shareholders who share the same address

unless we have received contrary instructions from one or more of the shareholders. Upon request, we will deliver
promptly a separate copy of the Notice, or this Proxy Statement and our 2015 Annual Report if printed copies have
been requested, to any shareholder at a shared address to which we delivered a single copy of those documents. To
receive a separate copy of the Notice, this Proxy Statement or the 2015 Annual Report, or to notify us that you wish to
receive separate copies in the future, please contact our Corporate Secretary at the address shown on the cover page of
this Proxy Statement or by telephone at (317) 706-9200. Shareholders who hold shares in “street name” may contact
their brokerage firm, bank, broker dealer or other similar organization to request information about householding.

4-
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Who is paying for the costs of this proxy solicitation?

We will pay all expenses of solicitation of proxies. We have retained Georgeson Inc. to assist in soliciting proxies for
a fee of $5,000, plus amounts for any supplemental services and their costs and expenses. In addition, our officers,
Directors and other employees may solicit proxies, without additional compensation, by telephone, electronic mail,
facsimile or mail, or by meetings with shareholders or their representatives. We also will reimburse brokers, banks
and other record holders for their charges and expenses in forwarding proxy materials to beneficial owners.

PROPOSAL ONE: ELECTION OF TWO DIRECTORS TO SERVE UNTIL THE 2019 ANNUAL MEETING OF
SHAREHOLDERS AND UNTIL THEIR SUCCESSORS ARE ELECTED AND HAVE QUALIFIED

Our Board of Directors currently consists of eight Directors divided into three classes. Two classes contain three
Directors each, and one class contains two Directors. The term of one class expires each year. Generally, each
Director serves until the annual meeting of shareholders held in the year that is three years after the Director’s election
and thereafter until the Director’s successor is elected and has qualified.

John F. Cozzi is presently serving as one of our eight directors, in addition to serving on our Board's Audit
Committee and Compensation Committee. Mr. Cozzi's three-year term is set to expire at the Annual Meeting. On
March 30, 2016, Mr. Cozzi notified us of his decision not to stand for re-election. Mr. Cozzi's decision was not the
result of any disagreement with our management, the Board or us, but instead was due to other commitments on his
time. Mr. Cozzi has served as a director of ours since October 2003, and the Board thanks Mr. Cozzi for his years of
service on the Board.

Based on Mr. Cozzi’s decision not to stand for re-election and the recommendation of the Nominating and Corporate
Governance Committee, the Board has decided to reduce the size of the Board from eight members to seven members,
effective at the time of the Annual Meeting. Proxies cannot be voted for a greater number of persons than two, which
is the number of nominees named in this Proxy Statement.

At the meeting, two Directors are to be elected to hold office for a three-year term to expire at the 2019 Annual
Meeting of Shareholders and until their successors are elected and have qualified. The proxy holders intend to vote
such proxy for the election to the Board of Directors of Jerry M. Cohen and Thomas 1. Morgan, unless you direct them
to vote otherwise.

The voting standard for election of the Director nominees is a majority vote standard. This majority vote standard is
in effect because this is an uncontested election of Directors (i.e., the number of nominees for Director did not exceed
the number of Directors to be elected, as of the date that was 14 days in advance of the date that this Proxy Statement
was filed with the SEC). For any contested elections, the Directors would be elected by a plurality of the shares of our
common stock voted in person or by proxy at the meeting.

Each of the Director nominees for this Annual Meeting is currently serving on our Board of Directors. If either
nominee is not elected at the Annual Meeting, he is expected to tender his resignation to our Board of Directors. Our
Board of Directors will act on the tendered resignation and publicly disclose its decision regarding the tendered
resignation within 90 days from the date of the certification of the election results. In making its decision regarding
the tendered resignation, our Board of Directors may consider any factors or other information that it considers
appropriate and relevant. If a Director’s resignation is not accepted by our Board of Directors, the Director will
continue to serve until the end of the term of his class and until his successor is duly elected, or his earlier resignation
or removal. If a Director’s resignation is accepted by our Board of Directors, then the Board may fill the resulting
vacancy or decrease the size of the Board.

15
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Each of the nominees has consented to serve as a Director. If for any reason a nominee should become unable or
unwilling to accept nomination or election, the proxy holders intend to vote the proxy for the election of such other
person as our Board, upon the recommendation of the Nominating and Corporate Governance Committee, may select.
Alternatively, our Board may reduce the number of Directors to eliminate the vacancy.

Our Board of Directors does not have a policy with respect to the Directors’ attendance at our annual shareholder
meetings, but all of our Directors are encouraged to attend those meetings. Our 2015 Annual Meeting of Shareholders
was held on July 27, 2015, and all of the ten members of our Board of Directors at that time attended that meeting.

The Nominating and Corporate Governance Committee, in concluding that the nominees for Director and the
continuing Directors should serve as our Directors, considered the specific experience, qualifications, attributes and
skills of each such individual. Since each Director and nominee for Director is a current Director of ours, the
Committee also considered the significant contributions that each such individual has made to our Board of Directors
and its committees during his or her tenure as a Director. The Committee believes that each of the Directors and
nominees for Director possesses judgment, integrity, the ability to make independent inquiries and a willingness to
devote adequate time to Board duties. In addition, the Nominating and Corporate Governance Committee believes
that each Director and nominee for Director brings a strong and particular background, experience and set of skills to
our Board, giving the Board as a whole competence and experience in a wide variety of areas.

5.
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Set forth below is a brief summary of each Director’s principal occupation, business affiliations and certain other
information, as well as a summary description of the experiences, qualifications, attributes and skills that led the
Nominating and Corporate Governance Committee to the conclusion that each such person should serve as a Director
of ours. Unless otherwise indicated, each Director’s principal occupation has been the same for the past five

years. There is no family relationship between any of our Directors or executive officers.

Nominees for Director
Term Expiring at the 2016 Annual Meeting.

JERRY M. COHEN, age 64, retired as a senior partner of Deloitte in June 2014. Mr. Cohen joined Deloitte in 1973,
and served for over 40 years with that firm, providing business advisory and audit services to a wide range of global
organizations, including small, mid and large cap multinational public companies. Mr. Cohen worked with corporate
boards of directors to develop, enhance and support corporate strategy and functioned as an advisor to senior
executives and members of boards of directors. During his career, Mr. Cohen also served in a wide variety of strategic
and leadership roles at Deloitte, including: managing partner, Philadelphia office; member of the Mid-Atlantic
Executive Committee; regional managing partner — Assurance and Advisory Operations, Midwest; member of the
Assurance and Advisory Management Committee; and member of the Assurance and Advisory Partner Evaluation
and Compensation Committee. Mr. Cohen has been a Director of ours since September 2014.

Director Qualifications: Mr. Cohen’s many years of experience as an audit partner at Deloitte have provided him with
a deep and broad level of expertise in financial, accounting and reporting matters that is important to our Board of
Directors and, in particular, our Audit Committee. Our Board of Directors has determined that Mr. Cohen is an “audit
committee financial expert” as that term is defined in Item 407(d)(5) of Regulation S-K under the Securities Exchange
Act of 1934 (the “Exchange Act”) based on his experience in the accounting industry. Mr. Cohen also served in
numerous strategic and leadership roles at Deloitte.

THOMAS 1. MORGAN, age 62, served as chairman of Baker & Taylor, Inc. (“B&T”), a distributor of physical and
digital books, entertainment products and value-added services, from July 2008 until January 2014. He served as
chief executive officer of B&T from July 2008 through January 2013. Prior to that, Mr. Morgan served as chief
executive officer of Hughes Supply, Inc., a diversified wholesale distributor of construction, repair and
maintenance-related products, from May 2003 until his retirement in March 2006. Mr. Morgan is also a director of
Rayonier Advanced Materials, Inc. and Tech Data Corporation. During the past five years, Mr. Morgan was also a
director of Rayonier, Inc. Mr. Morgan previously served as a Director of ours from May 2006 to June 2008, and
currently has served as a Director of ours since January 2013.

Director Qualifications: Mr. Morgan’s significant past experiences as a chief executive officer and in other
management positions at a number of companies have provided him with strong leadership skills and a deep
understanding of management and governance issues. Mr. Morgan’s prior service on our Board of Directors gives him
a foundation of knowledge of our company and industry. His most recent experience at Baker & Taylor, Inc. has
provided him additional experience in an area related to our business, namely textbook distribution. Mr. Morgan
currently serves, and has served for over 19 years, as a director of other public companies.

The Board of Directors recommends a vote FOR each of the nominees listed above.

17
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Directors Continuing in Office
Term Expiring at the 2017 Annual Meeting.

JOHN E. DEAN, age 65, has served as our Executive Chairman since August 2014. Mr. Dean is an attorney who has
specialized in higher education law since April 1985. Mr. Dean has served as a principal of Washington Partners,
LLC, a public affairs firm, since June 2002. Mr. Dean also was a partner at the Law Offices of John E. Dean from
June 2005 through December 2015. Mr. Dean has been a Director of ours since December 1994.

Director Qualifications: John E. Dean has specialized in higher education law since April 1985 and has been a
principal of a public affairs firm since 2002. He has broad knowledge and experience with issues surrounding higher
education and our industry. Mr. Dean’s work provides him with current and valuable knowledge and insight of the
actions of Congress and the U.S. Department of Education (the “ED”) related to higher education matters. His
experience has also led to a strong understanding of the workings of government and public policy, particularly in
areas affecting our company.

VIN WEBER, age 63, has served as co-chairman and partner of Mercury Public Affairs LLC (doing business as
Mercury), a public affairs and lobbying firm, since October 2011. Mr. Weber was a partner at Clark & Weinstock Inc.
(“C&W?”) from 1994 until October 2011 and was the chief executive officer of C&W from 2007 until October

2011. During the past five years, he was also a director of Lenox Group, Inc. Mr. Weber has been a Director of ours
since December 1994.

Director Qualifications: Vin Weber has had significant involvement in public policy and management matters during
his career. This has contributed to Mr. Weber’s experience in, and strong understanding of, the workings of
government and public policy. Mr. Weber’s public policy involvement has been in a variety of highly-regulated areas,
including higher education, during which he has developed strong knowledge and political insight about our

industry. Mr. Weber also served in the U.S. House of Representatives from 1980 to 1992. Mr. Weber has served as a
director of public companies for over 21 years.

Term Expiring at the 2018 Annual Meeting.

C. DAVID BROWN, II, age 64, has been Chairman of Broad and Cassel, a law firm based in Florida, since March
2000. From 1989 until March 2000, he was Managing Partner of the Orlando office of the firm. Mr. Brown joined the
firm in 1980. Mr. Brown is the immediate past Chairman of the Board of Trustees for the University of Florida. Mr.
Brown is also a member of the board of directors of CVS Health Corporation, Rayonier Advanced Materials Inc., a
leading specialty cellulose production company, and Orlando Health, a major health care provider serving Florida.

During the past five years, he was also a director of Rayonier, Inc. Mr. Brown has been a director of ours since April
2015.

Director Qualifications: C. David Brown’s 36-year legal career, and his service on other public companies’ boards of
directors, has provided him with significant experience in public company strategy, operations, corporate governance
and legal matters. Mr. Brown’s experience and expertise contribute to his deep understanding of compensation,
management and governance issues.

JOANNA T. LAU, age 57, has served as chairperson and chief executive officer of Lau Acquisition Corporation

(doing business as LAU Technologies), a management consulting and investment firm, since March 1990. She is also
a director of DSW Inc. Ms. Lau has been a Director of ours since October 2003.
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Director Qualifications: Joanna T. Lau’s experience as the chairperson and chief executive officer of Lau Acquisition
Corporation has provided her with leadership skills and the ability to analyze varied aspects of a company’s

business. Her experience includes developing and implementing a turnaround and growth strategy for a

company. Ms. Lau currently serves, and has served for over 15 years, as a director of other public companies.

SAMUEL L. ODLE, age 66, has been a senior policy advisor for Bose Public Affairs Group, a public affairs

consulting firm, since October 2012. He has also acted as a consultant, primarily in the healthcare and life sciences
fields, since July 2012. Prior to that, he served as president and chief executive officer of Methodist Hospital (“MH”)
and Indiana University Hospital (“IUH”) and executive vice president of Indiana University Health (formerly Clarian
Health Partners) (“IU Health”), an Indianapolis-based private, non-profit healthcare organization comprised of MH, IUH
and Riley Hospital for Children, since July 2004. Mr. Odle has been a Director of ours since January 2006.

-
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Director Qualifications: Samuel L. Odle’s experience in executive positions at MH, IUH and IU Health have provided
him with the ability to analyze and assess numerous aspects of a complex and highly-regulated organization. He also
possesses leadership skills and decision-making abilities as a result of his executive experience. Mr. Odle’s services as
Chairman of the American College of Healthcare Executives also provided him with a national perspective on the
healthcare industry.

Meetings, Independence, Leadership and Committees of the Board of Directors

Meetings. During 2015, there were 14 meetings of the Board of Directors. During 2015, each of the Directors
attended 75% or more of the aggregate number of meetings of the Board of Directors and the standing Board
committees on which he or she served, other than Mr. Weber who attended 71%.

Independent Directors. Our Board of Directors currently contains seven non-employee Directors: Messrs. Brown,
Cohen, Cozzi, Morgan, Odle and Weber, and Ms. Lau. Our Board of Directors has adopted categorical standards to
assist it in making determinations of independence. Any transactions, relationships or arrangements that we may have
with any of our Directors are immaterial, so long as none of those transactions, relationships or arrangements caused
the Director to violate any of our categorical standards of independence. Our categorical standards of independence
are contained in Section 5 of our Corporate Governance Guidelines and are posted on our website at www.ittesi.com.
Our Board of Directors has determined that each of our current non-employee Directors is independent, and each of
the non-employee Directors in 2015 was independent, pursuant to our categorical standards of independence and in
accordance with Section 303A.02 of the NYSE Listed Company Manual. John E. Dean, a Director of ours since
December 1994, was appointed our Executive Chairman and became an employee of ours on August 4, 2014. Prior to
that date, Mr. Dean was a non-employee and independent Director. In the application of our categorical standards of
independence to determine the independence of each non-employee Director for service on our Board of Directors and
on its Audit, Compensation and Nominating and Corporate Governance Committees, there were no transactions,
relationships or arrangements with our non-employee Directors that were required to be disclosed pursuant to

Item 404(a) of Regulation S-K under the Exchange Act, or if not disclosed, that our Board considered.

The non-employee Directors on our Board of Directors meet at regularly scheduled executive sessions without our
management. The Directors on our Board of Directors who are determined to be independent meet by themselves in
executive session at least once annually. Our Board of Directors has chosen the Chair of the Nominating and
Corporate Governance Committee, currently Samuel L. Odle, to preside over the executive sessions of our
non-employee and independent Directors (“Presiding Director”). Interested parties may send communications to the
non-employee Directors, independent Directors or the entire Board of Directors by e-mail to

PresidingDirector @ittesi.com or by regular mail addressed to:

ITT Educational Services, Inc.
13000 North Meridian Street
Carmel, IN 46032-1404
Attention: Presiding Director

Although such communications are available to any Director who wishes to review them, our Chief Administrative
and Legal Officer initially reviews all communications and forwards to the Presiding Director those communications
that meet certain criteria set by the non-employee Directors.

Leadership. Our Corporate Governance Guidelines provide that the Board of Directors should be free to choose its
Chairman in any way that seems best for our company at any given point in time, based on the recommendation of the
Nominating and Corporate Governance Committee. Therefore, the Board of Directors does not have a policy on
whether the role of the Chairman and Chief Executive Officer should be separate or combined. Currently, the roles of
Chairman of the Board and Chief Executive Officer are separated, with John E. Dean serving as our Executive
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Chairman of the Board and Kevin M. Modany serving as our Chief Executive Officer. As Executive Chairman, Mr.

Dean is an employee and executive officer of ours. The Board of Directors believes that the current leadership
structure is appropriate. The Board of Directors also recognizes the important leadership roles that the Presiding
Director has in leading the executive sessions of our non-employee and independent Directors, and that the
chairpersons of each of the committees of the Board have in leading their respective committee meetings and
reviewing agendas in advance of such meetings.

_8-
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Role in Risk Oversight. The Board of Directors oversees our risk management processes to determine whether those
processes are functioning as intended and are consistent with our business and strategy. The Board conducts this
oversight primarily through the Audit Committee, although some aspects of risk oversight are performed by the full
Board of Directors or another committee. On a quarterly basis, the full Board of Directors receives updates and
information from management related to our company’s enterprise risk management program.

The Audit Committee is specifically tasked with, among other things:

¢ reviewing with our management and our independent registered public accounting firm our risk assessment and risk
management, including:
¢ the guidelines and policies governing the process by which management assesses and manages our exposure to risk,
and
® our major financial risk exposures and the steps taken by management to monitor and control those exposures;
e overseeing our systems of internal controls regarding finance, accounting, legal compliance and ethics;
e periodically reviewing legal, regulatory and related governmental policy matters; and
® reviewing management policies and programs relating to our compliance with legal and regulatory
requirements, business ethics, business integrity, conflicts of interest and environmental matters.

The Audit Committee has standing items on its meeting agendas relating to these responsibilities. In addition,
members of our management who have responsibility for designing and implementing our risk management
processes, such as our Chief Compliance and Risk Officer, regularly meet with the Audit Committee in separate
executive sessions after each Audit Committee meeting. The Audit Committee members, as well as each other
Director, have access to our Chief Compliance and Risk Officer, Chief Financial Officer and any other member of our
management, for discussions between meetings as warranted. The Audit Committee provides reports to the full Board
of Directors on risk-related items on a quarterly basis.

Board and Director Evaluations. On an annual basis, the Nominating and Corporate Governance Committee leads a
comprehensive evaluation process of the Board and individual directors. Each director completes a performance
self-evaluation questionnaire, which contains questions regarding the performance of the full Board, each standing
committee and each individual Board member. The Nominating and Corporate Governance Committee reviews and
discusses the results of the questionnaires, and reports those results to the full Board. The full Board then further
reviews and discusses the results of the evaluations.

Shareholder Outreach. Prior to our 2015 Annual Meeting, our Chief Executive Officer and our Chief Administrative
and Legal Officer had discussions with certain of our shareholders that own a significant percentage of our common
stock. As part of those discussions, our officers discussed the regulations affecting our industry that were issued by
the ED and generally prohibit us from providing any commission, bonus or other incentive payment based in any part,
directly or indirectly, upon student enrollments or the award of financial aid (the “Incentive Compensation
Prohibition””). We were told by some of those shareholders that while they would prefer that we base executive
compensation on performance-related metrics, as we did prior to 2011, they understand that we have concluded that to
do so would present a significant risk of violating the Incentive Compensation Prohibition. Despite understanding
these limitations on our executive compensation program, some of those shareholders may be required to follow
formulaic internal or external voting guidelines and, therefore, may be forced to cast a vote against our executive
compensation proposal when otherwise they may not have. In addition, some of the shareholders expressed their
support for the Compensation Committee’s objective that the compensation of executives be reflective of the
competitive marketplace in an effort to attract, retain and motivate talented executives. The Compensation Committee
evaluated the feedback received from these shareholders and reiterated that it too would prefer to include
performance-based metrics in our executive compensation program, but that the risk of violating the Incentive
Compensation Prohibition is too high. As a result, the Committee determined that it is not able to make changes to the
program at this time to address concerns related to the lack of performance-based metrics. The Committee noted that it
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continues to monitor the ED for any guidance that might reduce the risk of certain types of performance-based
compensation violating the Incentive Compensation Prohibition. See also “Compensation of Executive Officers and
Directors — Compensation Discussion and Analysis — Process for Establishing Compensation—Shareholder Feedback.” In
November 2015, the ED announced that it had reconsidered its interpretation of the applicable law and no longer

interprets the Incentive Compensation Prohibition to prohibit compensation based on students’ graduation from or
completion of their educational programs. As a result, in January 2016, the Compensation Committee determined to
continue the short-term compensation element of executive compensation, and it established the management

objectives for 2016 under such element, to include an objective based on the graduation rate of ITT Technical Institute
students.

Committees. The standing committees of the Board of Directors are the Audit Committee, the Compensation
Committee and the Nominating and Corporate Governance Committee.

9.
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Audit Committee. Our Audit Committee was established in accordance with Section 3(a)(58)(A) of the Exchange
Act. Our Board of Directors has adopted a written charter for the Audit Committee, a current copy of which may be
obtained from our website at www.ittesi.com. The functions of the Audit Committee are to assist the Board of
Directors in its oversight of:

¢ the integrity of our financial statements and other financial information provided by us to any governmental body or

the public;

¢ our compliance with legal and regulatory requirements;

e our systems of internal controls regarding finance, accounting, legal compliance and ethics that our management

and the Board of Directors establish;

e our auditing, accounting and financial reporting processes generally;
e the qualifications, independence and performance of our independent registered public accounting firm; and
¢ the performance of our compliance and internal audit functions.

The Audit Committee also performs other functions as detailed in the Audit Committee’s charter, including, without
limitation, appointing, compensating, retaining and overseeing our independent registered public accounting firm and
pre-approving all services to be provided to us by our independent registered public accounting firm.

The Audit Committee held eight meetings during 2015. The current members of the Audit Committee are Jerry M.
Cohen (Chairperson), John F. Cozzi, Joanna T. Lau and Thomas I. Morgan. Our Board of Directors has determined
that each of Messrs. Cohen, Cozzi and Morgan, and Ms. Lau is an “audit committee financial expert,” as that term is
defined in Item 407(d)(5) of Regulation S-K under the Exchange Act, and is independent pursuant to our categorical
standards of independence, Section 303A.02 of the NYSE Listed Company Manual and Rule 10A-3 of the Exchange
Act. Each of the members of the Audit Committee is independent pursuant to our categorical standards of
independence, Section 303A.02 of the NYSE Listed Company Manual and Rule 10A-3 of the Exchange Act.

Compensation Committee. Our Board of Directors has adopted a written charter for the Compensation Committee. A
current copy of the charter may be obtained from our website at www.ittesi.com. The principal function of the
Compensation Committee is to discharge the Board of Directors’ responsibilities relating to compensation of our
Directors and officers. The Compensation Committee has overall responsibility and authority for approving and
evaluating our Director and officer compensation plans, policies and programs. The Compensation Committee also
performs other functions as detailed in the Compensation Committee’s charter. The Committee’s charter provides that
it may delegate some or all of its responsibility and authority to subcommittees and/or our executive officers when the
Compensation Committee deems the delegation to be appropriate. The elements of the compensation program for our
executives presently consist of base salary, short-term compensation, equity-based compensation, qualified retirement
savings, pension benefits, employee benefits, perquisites, and potential payments upon termination of employment or
a change in control of us. See “Compensation of Executive Officers and Directors—Compensation Discussion and
Analysis.” Each element is determined by the Compensation Committee with the assistance of an independent
compensation consultant, upon the recommendation of our Chief Executive Officer, except for each element of our
Chief Executive Officer’s compensation, which is determined solely by the Compensation Committee with the
assistance of an independent compensation consultant. See “Compensation of Executive Officers and Directors —
Compensation Discussion and Analysis — Process for Establishing Compensation.”

The elements of the compensation program for our non-employee Directors presently consist of an annual retainer,
equity-based compensation, nonqualified deferred compensation, perquisites and potential payments upon termination
of services as a non-employee Director or a change in control of us. See “Compensation of Executive Officers and
Directors — Director Compensation.” Each element is recommended to the Board by the Compensation Committee with
the assistance of an independent compensation consultant and our Chief Executive Officer.
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The compensation consulting firm used by the Compensation Committee to advise the Committee on 2015 and 2016
compensation determinations was Willis Towers Watson Public Limited Company (“Willis Towers Watson™). The
consulting firm was retained directly by the Compensation Committee and has helped the Compensation Committee
develop an appropriate agenda for performing the Compensation Committee’s responsibilities. In this regard, the
consultant advises and assists the Compensation Committee:

¢ in determining the appropriate objectives and goals of our executive and Director compensation programs;
¢ in designing compensation programs that fulfill those objectives and goals;

¢ regarding the external and internal equity of our executive officers’ total compensation and the primary components

of that compensation;

¢ in evaluating the effectiveness of our compensation programs;

¢ in identifying appropriate pay positioning strategies and pay levels in our executive compensation program; and
¢ in identifying comparable companies and compensation surveys for the Compensation Committee to use to

benchmark the appropriateness and competitiveness of our executive compensation program.

-10-

26



Edgar Filing: ITT EDUCATIONAL SERVICES INC - Form DEF 14A

The Compensation Committee retains the consultant as an outside advisor to provide information and objective advice
regarding executive and Director compensation. All of the decisions with respect to our executive compensation,
however, are made by the Compensation Committee alone and may reflect factors and considerations other than, or
that may differ from, the information and recommendations provided by the consultant. The consultant may, from
time to time, contact our executive officers for information necessary to fulfill their assignment and may make reports
and presentations to and on behalf of the Compensation Committee that our executive officers also receive.

Willis Towers Watson and its affiliates did not provide any other services to us or our affiliates during 2015. In
addition, the Compensation Committee has determined that the work of Willis Towers Watson and each of its
employees who worked on the Compensation Committee’s engagement has not raised any conflict of interest.

The Compensation Committee held seven meetings during 2015. The current members of the Compensation
Committee are C. David Brown, John F. Cozzi, Thomas I. Morgan (Chairperson) and Samuel L. Odle. Each of the
current members of the Compensation Committee is independent, and each of the members of the Compensation
Committee in 2015 was independent, pursuant to our categorical standards of independence and Section 303A.02 of
the NYSE Listed Company Manual. In addition, each of the current members of the Compensation Committee is, and
each of the members of the Compensation Committee in 2015 was, a “non-employee director” within the meaning of
Rule 16b-3 under the Exchange Act and an “outside director” within the meaning of Section 162(m) of the Internal
Revenue Code of 1986, as amended (the “IRC”). None of the Compensation Committee members during 2015 was:

¢ an officer or employee of ours;
e a former officer of ours; or
¢ involved in a relationship requiring disclosure as a related person transaction pursuant to Item 404 of Regulation
S-K under the Exchange Act or as an interlocking executive officer/director pursuant to Item 407(e)(4)(iii) of
Regulation S-K under the Exchange Act.

Nominating and Corporate Governance Committee. Our Board of Directors has adopted a written charter for the
Nominating and Corporate Governance Committee. A current copy of the charter may be obtained from our website
at www.ittesi.com. The functions of the Nominating and Corporate Governance Committee, which are detailed in its
charter, are to:

e assist the Board of Directors by identifying individuals qualified to become Directors, and recommend to the Board
of Directors the Director nominees for each annual meeting of shareholders;
¢ develop and recommend to the Board of Directors the Corporate Governance Guidelines applicable to us;
¢ lead the Board of Directors in its annual review of the Board of Directors’ performance; and
e recommend to the Board of Directors Board members for each standing Board committee.

The Nominating and Corporate Governance Committee held three meetings during 2015. The current members of the
Nominating and Corporate Governance Committee are C. David Brown, Samuel L. Odle (Chairperson) and Vin
Weber. Each of the current members of the Nominating and Corporate Governance Committee is independent, and
each of the members of the Nominating and Corporate Governance Committee in 2015 was independent, pursuant to
our categorical standards of independence and Section 303A.02 of the NYSE Listed Company Manual.

The Nominating and Corporate Governance Committee will consider Director candidates recommended by our
shareholders. A shareholder who wishes to recommend a Director candidate for consideration by the Nominating and
Corporate Governance Committee should send the recommendation to our Secretary at ITT Educational Services,

Inc., 13000 North Meridian Street, Carmel, Indiana 46032-1404, who will forward it to the Committee. Any such
recommendation should include a description of the candidate’s qualifications for Board service, the candidate’s written
consent to be considered for nomination and to serve if nominated and elected, and addresses and telephone numbers
for contacting the shareholder and the candidate for more information. A shareholder who wishes to nominate an
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individual as a Director candidate at an annual meeting of shareholders, rather than recommend the individual to the
Nominating and Corporate Governance Committee as a nominee, must comply with the advance notice requirements
set forth in our By-Laws. See “Shareholder Proposals for 2017 Annual Meeting.”

-11-
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The Nominating and Corporate Governance Committee selects nominees for Directors on the basis of each candidate’s
broad experience, judgment, integrity, ability to make independent inquiries, understanding of our business
environment and willingness to devote adequate time to the duties of our Board of Directors. The Nominating and
Corporate Governance Committee identifies possible nominees for a Director who meet specified objectives in terms
of the composition of our Board of Directors that are established by law, the NYSE and/or our Board of

Directors. The only specified qualities and skills that the Nominating and Corporate Governance Committee believes
are necessary for one or more of our Directors to possess and the only specific standards for the overall structure and
composition of our Board of Directors are those imposed by law and the NYSE or contained in our Corporate
Governance Guidelines and the charters of the standing committees of our Board of Directors, such as independence,
financial expertise and age.

Our Corporate Governance Guidelines provide that our Nominating and Corporate Governance Committee is to take
into account such factors as geographic, occupational, gender, race and age diversity, among other factors, when
identifying possible nominees for Director. The Committee implements that policy, and assesses its effectiveness, by
examining the diversity of all of the Directors on the Board when it selects nominees for Directors. The Committee
has noted that the Directors’ geographic locations, occupations, gender, race and age are reasonably diverse and,
therefore, the diversity policy has been effective. The diversity of Directors is one of the factors that the Nominating
and Corporate Governance Committee considers, along with the other selection criteria described above.

The Nominating and Corporate Governance Committee utilizes various resources for identifying nominees for
Directors, including, but not limited to, recommendations of our Directors, management and shareholders, the media,
industry affiliations, government service and search firms. The Nominating and Corporate Governance Committee
evaluates nominees for Directors by assessing the nominees’ qualities, skills and potential contributions to our Board
based on available information, against the qualities, skills and contributions sought and the current composition of
our Board.

Indemnification Obligations

All but two of our current Directors are named defendants in at least one of the securities derivative lawsuits that have
been filed related to us, and Kevin M. Modany, our Chief Executive Officer, and Daniel M. Fitzpatrick, our former
Executive Vice President, Chief Financial Officer, are named defendants in those derivative lawsuits and in securities
class action lawsuits that have been filed against us. Messrs. Modany and Fitzpatrick have also been named as
defendants in a civil enforcement action filed by the SEC against us. Our By-laws and Restated Certificate of
Incorporation obligate us to indemnify our officers and Directors to the fullest extent permitted by Delaware law,
provided that their conduct complied with certain requirements. We are obligated to advance defense costs to our
officers and Directors, subject to the individual’s obligation to repay such amount if it is ultimately determined that the
individual was not entitled to indemnification. In addition, our indemnity obligation can, under certain circumstances,
include indemnifiable judgments, penalties, fines and amounts paid in settlement in connection with actions and
investigations.

PROPOSAL TWO: RATIFICATION OF THE APPOINTMENT OF DELOITTE & TOUCHE LLP
TO SERVE AS ITT/ESI’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR
ITS FISCAL YEAR ENDING DECEMBER 31, 2016

The Audit Committee of our Board of Directors has appointed Deloitte to serve as our independent registered public

accounting firm for our fiscal year ending December 31, 2016. Deloitte has served as our independent registered
public accounting firm since December 2014.
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Although shareholder ratification of the selection of Deloitte to serve as our independent registered public accounting
firm is not legally required, our Board of Directors has determined to afford our shareholders the opportunity to
express their opinions on the matter of auditors and, accordingly, is submitting to our shareholders at the Annual
Meeting a proposal to ratify the Audit Committee’s appointment of Deloitte. If a majority of the shares represented at
the Annual Meeting, in person or by proxy, are not voted in favor of the ratification of the appointment of Deloitte, the
Audit Committee will consider the facts and circumstances surrounding the vote and may reconsider such
appointment, but still may retain that firm. Notwithstanding this selection, and the ratification of this selection by our
shareholders, the Audit Committee, in its discretion, may direct the appointment of a different independent registered
public accounting firm at any time during the year if the Audit Committee determines that such a change would be in
our best interests. No representatives of Deloitte are expected to be present at the meeting.

The Board of Directors recommends a vote FOR the ratification of the appointment of Deloitte & Touche LLP to
serve as our independent registered public accounting firm for our fiscal year ending December 31, 2016.

-12-
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Audit Committee Report

The Audit Committee oversees our financial reporting process on behalf of our Board of Directors. Our management
has the primary responsibility for our financial statements and the reporting process, including the system of

disclosure controls and procedures and internal control over financial reporting. Deloitte, which is our independent
registered public accounting firm, is responsible for expressing an opinion on the conformity of our audited financial
statements with generally accepted accounting principles. The Audit Committee has reviewed and discussed with our
management and Deloitte the audited financial statements for our 2015 fiscal year. The Audit Committee also has
reviewed and discussed with our management and Deloitte our management’s report and Deloitte’s attestation report on
internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act of 2002.

The Audit Committee discussed with Deloitte the matters required to be discussed by the applicable Public Company
Accounting Oversight Board (“PCAOB”) standards. This discussion involved certain information relating to Deloitte’s
judgments about the quality, not just the acceptability, of our accounting principles and included such other matters as
are required to be discussed with the Audit Committee under standards established by the PCAOB.

The Audit Committee also has received the written disclosures and the letter from Deloitte required by applicable
requirements of the PCAOB regarding Deloitte’s communications with the Audit Committee concerning
independence, and has discussed with Deloitte its independence from us and our management. In addition, the Audit
Committee considered whether Deloitte’s independence would be jeopardized by providing non-audit services to us.

Based on the review and discussions referred to above, the Audit Committee recommended to our Board of Directors,
and the Board has approved, that the audited financial statements for our 2015 fiscal year be included in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2015 for filing with the SEC.

Audit
Committee
Jerry M.
Cohen, Chair
John F.
Cozzi
Joanna T.
Lau

Thomas I.
Morgan

Notwithstanding anything to the contrary set forth in any of our previous filings under the Securities Act of 1933, as
amended, or the Exchange Act that may incorporate future filings (including this Proxy Statement, in whole or in
part), the preceding Audit Committee Report shall not be incorporated by reference in any such filings.

Change in Independent Registered Public Accounting Firm

On October 29, 2014, PricewaterhouseCoopers (“PWC”) notified us that it would not stand for reappointment as our
independent registered public accounting firm to audit our financial statements for the fiscal year ending December
31,2014. PWC indicated to us, however, that it expected to complete its reviews of our financial statements for the
fiscal quarters ended March 31, 2014 and June 30, 2014. As a result, PWC’s engagement ended effective upon our
filing of our Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2014 on November 19, 2014.
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The reports of PWC on our consolidated financial statements as of and for the years ended December 31, 2013 and
December 31, 2012 did not contain an adverse opinion or a disclaimer of opinion and were not qualified or modified
as to uncertainty, audit scope or accounting principles, except that PWC’s report on our consolidated financial
statements as of and for the year ended December 31, 2013 was modified to include an emphasis of matter paragraph
indicating that we are subject to risks and uncertainties including litigation, governmental investigations and
increasing liquidity pressures that could affect amounts reported in our financial statements in future periods.

During the fiscal years ended December 31, 2013 and December 31, 2012, and the subsequent interim period through
November 19, 2014, there were no “disagreements” (as defined in Item 304(a)(1)(iv) of Regulation S-K and the related
instructions) between us and PWC on any matter of accounting principles or practices, financial statement disclosure,
or auditing scope or procedure, which disagreements, if not resolved to PWC'’s satisfaction, would have caused PWC
to make reference to the subject matter of the disagreement in connection with its reports, except for a disagreement
relating to whether or not we were required to consolidate a variable interest entity (the “PEAKS Trust”) in its financial
statements. In connection with our submission of an inquiry to the Office of the Chief Accountant (the “OCA”) of the
SEC related to whether the financial results of the PEAKS Trust should be consolidated in our consolidated financial
statements and, if so, during which periods, we concluded that we were not required to consolidate the PEAKS Trust.
PWC had evaluated the matter which was the subject of the submission to the OCA and concluded that we should
consolidate the PEAKS Trust. As previously reported, in June 2014, the Audit Committee of our Board of Directors
determined that, beginning on February 28, 2013, we should have consolidated the PEAKS Trust in our consolidated
financial statements. As a result, the disagreement on this matter was resolved to PWC’s satisfaction. The Audit
Committee of our Board of Directors has discussed the subject matter of the disagreement with PWC, and we have
authorized PWC to respond fully to the inquires of our successor independent registered public accounting firm
concerning the subject matter thereof.

13-
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During the fiscal years ended December 31, 2013 and December 31, 2012, and the subsequent interim period through
November 19, 2014, there were no “reportable events” (as described in Item 304(a)(1)(v) of Regulation S-K), except for
the material weaknesses in our internal control over financial reporting as of December 31, 2013. As disclosed in our
Annual Report on Form 10-K for the fiscal year ended December 31, 2013, our management concluded that we did

not maintain effective internal control over financial reporting as of December 31, 2013 as a result of four material
weaknesses described below. Specifically, we did not maintain effective internal control related to:

¢ the assessment of events that could affect the determination of whether we are the primary beneficiary of variable
interest entities in which we hold a variable interest;

¢ the assessment of the completeness and accuracy of the data maintained by the servicer of the private education
loans that are owned by a variable interest entity that we were required to consolidate;

¢ the review of assumptions and methodologies developed by third-party consultants to project guarantee obligations
under a risk sharing agreement entered into by us on February 20, 2009 (the “CUSO RSA”) in connection with a
private education loan program; and

¢ the timely identification and communication of information relevant to the private education loan programs to those
members of our management who are responsible for its financial reporting processes.

The control deficiency related to our assessment of events that could affect the determination of whether we are the
primary beneficiary of a variable interest entity affected multiple line items in our financial statements. See Note 10 —
Variable Interest Entities of the Notes to Consolidated Financial Statements in our Annual Report on Form 10-K for
the year ended December 31, 2013 for a discussion of the effect that consolidating a variable interest entity beginning
February 28, 2013 had on our consolidated financial statements. The control deficiency related to our failure to
maintain effective internal controls over the data maintained by the servicer of the private education loans could have
resulted in misstatements of the fair value of the private education loans upon consolidation of the variable interest
entity and the amount of the allowance for loan losses. The control deficiency related to our review of assumptions
and methodologies developed by consultants to project guarantee obligations under the CUSO RSA resulted in
adjustments to our loss related to loan program guarantees, other liabilities and related financial disclosures during the
preparation of our 2013 consolidated financial statements. The control deficiency related to the identification and
communication of information is considered to have contributed to the other identified material weaknesses, as
relevant information related to the private loan programs was not provided timely to those individuals responsible for
our financial reporting processes or to our independent registered accountants. The Audit Committee of our Board of
Directors discussed the subject matter of the material weaknesses with PWC, and we authorized PWC to respond fully
to the inquires of our successor independent registered public accounting firm concerning those material weaknesses.

We provided PWC with a copy of the foregoing disclosures. A copy of PWC’s letter to the SEC dated November 20,
2014, regarding its agreement with the foregoing statements, was filed as Exhibit 16.1 to our Current Report on Form
8-K filed with the SEC on November 20, 2014.

On November 17, 2014, the Audit Committee approved the appointment of Deloitte as our independent registered
public accounting firm for the fiscal year ending December 31, 2014 and interim quarterly periods beginning with the
three and nine months ended September 30, 2014. The Audit Committee appointed Deloitte following a request for
proposal process in which the Audit Committee conducted a comprehensive, competitive process to select the
independent registered public accounting firm. Deloitte’s formal engagement commenced on December 1, 2014.
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During the fiscal years ended December 31, 2013 and 2012, and the subsequent interim period through November 17,
2014, neither we, nor anyone on our behalf, consulted Deloitte regarding: (i) the application of accounting principles
to a specified transaction, either completed or proposed, or the type of audit opinion that might be rendered on our
financial statements, and neither a written report nor oral advice was provided to us that Deloitte concluded was an
important factor considered by us in reaching a decision as to any accounting, auditing or financial reporting issue; or
(i1) any matter that was the subject of a disagreement (as defined in Item 304(a)(1)(iv) of Regulation S-K and the
related instructions) or any reportable event (as described in Item 304(a)(1)(v) of Regulation S-K).

Audit, Audit-Related, Tax and All Other Fees

The following table sets forth fees for services provided by Deloitte related to 2015 and 2014. Deloitte was engaged
as our independent registered public accounting firm in 2014, and did not provide any services to us in, or related to,
the year ended December 31, 2013. The following table also sets forth fees for services provided by PWC, our

former independent registered public accounting firm, related to 2014.

PricewaterhouseCoopers

Deloitte & Touche LLP LLP
Type of Service 2015 2014 2014
Audit
$1,570,000(1) $2,476,934(2) $250,000 (3)
Audit-Related
$ 63,7754 $ 0 $ 0
Tax
$ 354,443(5) $ 0  $339,845(6)
All Other $ $
0 $ 0 1,600(7)
€)) Represents fees for the following services associated with the audit or review of our financial statements:

¢ auditing our annual consolidated financial statements for our 2015 fiscal year;
e reviewing our consolidated financial statements included in our Quarterly Reports on Form 10-Q which were filed
with the SEC in our 2015 fiscal year;
e conducting reviews of our internal control over financial reporting and assisting with requirements related to
internal control over financial reporting in 2015;
¢ conducting statutory audits (such as federal and state student financial aid compliance audits) for 2015; and
¢ providing other audit services in connection with statutory and regulatory filings or engagements for our 2015 fiscal
year.
Those services were rendered in both the 2015 and 2016 calendar years.
(2)  Represents fees for the following services associated with the audit or review of our financial statements:
¢ auditing our annual consolidated financial statements for our 2014 fiscal year;
e reviewing our consolidated financial statements included in our Quarterly Report on Form 10-Q for the third
quarter of 2014;
e conducting reviews of our internal control over financial reporting and assisting with requirements related to
internal control over financial reporting as of December 31, 2014;
¢ conducting statutory audits (such as federal and state student financial aid compliance audits) for 2014; and
e providing other audit services in connection with statutory and regulatory filings or engagements for our 2014 fiscal
year.

Those services were rendered in both the 2014 and 2015 calendar years.
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(3) Represents fees for services associated with the review of our consolidated financial statements included in our
Quarterly Reports on Form 10-Q for the first and second quarters of 2014.

(4)Represents fees for services rendered in the period indicated that were related to the performance of the audit or
review of our financial statements and were not reported as Audit services. The nature of those services included,
without limitation:

¢ financial statement audits of our employee benefit plans; and

e assistance with respect to accounting, financial reporting and disclosure treatment of transactions or events,
including:

e consultations with us;

e assistance with understanding and implementing related final and proposed rules, guidance, standards and
interpretations from accounting rulemakers, the SEC and the NYSE; and

e helping us assess the actual or potential impact of final or proposed rules, guidance, standards and interpretations
from accounting rulemakers, the SEC and the NYSE.

(5)Represents fees for tax services rendered in the period indicated. The nature of those services included, without

limitation:
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¢ the preparation and review of original and amended income, franchise and other tax returns with respect to federal,
state and local tax authorities; and

e tax advice and assistance related to statutory, regulatory or administrative developments, tax refund opportunities
and transactions.

(6)Represents fees for tax services rendered in the period indicated. The nature of those services included, without
limitation:

e the preparation and/or review of original and amended income, franchise and other tax returns with respect to
federal, state and local tax authorities;
¢ assistance with tax audits and appeals before federal, state and local tax authorities; and

e tax advice and assistance related to employee benefit plans and statutory, regulatory or administrative
developments, and tax credits and refund opportunities.

@) Represents fees for a subscription to PWC’s accounting research tool.

Audit and Non-Audit Services Pre-Approval Policy

The Audit Committee has adopted a policy that sets forth the procedures and conditions pursuant to which services
proposed to be performed by our independent registered public accounting firm may be pre-approved by the Audit
Committee. Under the Audit Committee’s policy, unless a type of service has received pre-approval by the Audit
Committee without consideration of specific case-by-case services (“general pre-approval”), it requires specific
pre-approval by the Audit Committee if it is to be provided by our independent registered public accounting firm.

For both types of pre-approval, the Audit Committee considers whether such services are consistent with the SEC’s
rules on auditor independence. The Audit Committee also considers whether our independent registered public
accounting firm is best positioned to provide the most effective and efficient service, for reasons such as its familiarity
with our business, people, culture, accounting systems, risk profile and other factors, and whether the service might
enhance our ability to manage or control risk or improve audit quality. All such factors are considered as a whole, and
no one factor is necessarily determinative.

In deciding whether to pre-approve any audit and non-audit services, the Audit Committee is also mindful of the
relationship between fees for audit and non-audit services and may determine, for each fiscal year, the appropriate
ratio between the total amount of fees for audit, audit-related and tax services and the total amount of fees for certain
permissible non-audit services classified as all other services.

The term of any general pre-approval is 12 months from the date of pre-approval, unless the Audit Committee
considers a different period and states otherwise and except that the pre-approvals related to an audit of our annual
consolidated financial statements will last until that audit is completed. The Audit Committee annually reviews and
pre-approves the services that may be provided by our independent registered public accounting firm without
obtaining specific pre-approval. The Audit Committee may add to or subtract from the list of general pre-approved
services from time to time, based on subsequent determinations.

The policy does not delegate the Audit Committee’s responsibilities to pre-approve services performed by our
independent registered public accounting firm to our management. The Audit Committee may delegate either type of
pre-approval authority to one or more of its members. The member to whom such authority is delegated must report,
for informational purposes only, any pre-approval decisions to the Audit Committee at its next scheduled meeting.
The Audit Committee has delegated both types of pre-approval authority to the Chairperson of the Audit Committee
with respect to any requests for services to be performed by our independent registered public accounting firm that
cannot be delayed without inconvenience until the next scheduled Audit Committee meeting.

Pre-approval fee levels or budgeted amounts for all services to be provided by our independent registered public
accounting firm are established annually by the Audit Committee. Any proposed services exceeding those levels or

36



Edgar Filing: ITT EDUCATIONAL SERVICES INC - Form DEF 14A

amounts require specific pre-approval by the Audit Committee.

All requests or applications for services to be provided by our independent registered public accounting firm that do
not require specific approval by the Audit Committee are submitted to our Chief Financial Officer and must include a
detailed description of the services to be rendered. Our Chief Financial Officer will determine whether such services
are included within the list of services that have received the general pre-approval of the Audit Committee.

Requests or applications to provide services that require specific approval by the Audit Committee are submitted to
the Audit Committee by both our independent registered public accounting firm and Chief Financial Officer.

All of the fees reported in the table above as “Audit,” “Audit-Related,” “Tax” and “All Other” services were pre-approved by
the Audit Committee.
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The annual audit services engagement terms and fees are subject to the specific pre-approval of the Audit Committee.
Audit services include all services performed to comply with the standards of the PCAOB, including, without
limitation, the annual financial statement audit (including required quarterly reviews) and other procedures required to
be performed by our independent registered public accounting firm to be able to form an opinion on our consolidated
financial statements. These other procedures include information systems and procedural reviews and testing
performed in order to understand and place reliance on the systems of internal control, and consultations relating to
the audit or quarterly review. Audit services also include services performed in connection with the independent
registered public accounting firm’s report on internal control over financial reporting. The Audit Committee monitors
the audit services engagement as necessary and also approves, if necessary, any changes in terms, conditions and fees
resulting from changes in audit scope, our structure or other items.

In addition to the annual audit services engagement approved by the Audit Committee, the Audit Committee may
grant general pre-approval of other audit services, which are those services that our independent registered public
accounting firm reasonably can provide. Other audit services include:

e statutory audits (such as federal and state student financial aid compliance audits) or financial audits for our
subsidiaries or affiliates;

e services associated with SEC registration statements, periodic reports and other documents filed with the SEC or
other documents issued in connection with securities offerings; and

e consultations with our management concerning accounting, financial reporting or treatment of transactions or
events.

Any audit services that the Audit Committee generally pre-approves are reflected in the minutes of the Audit
Committee meeting at which the services were pre-approved. All other audit services not reflected in the Audit
Committee’s meeting minutes must be specifically approved by the Audit Committee before they are performed.

Audit-related services are assurance and related services that are reasonably related to the performance of the audit or
review of our financial statements or that are traditionally performed by the independent registered public accounting
firm. Since the Audit Committee believes that the provision of audit-related services does not impair the independence
of the auditor and is consistent with the SEC’s rules on auditor independence, the Audit Committee may grant general
pre-approval to audit-related services. Audit-related services include, among others:

¢ due diligence services pertaining to potential business acquisitions or dispositions;
e consultations concerning accounting, financial reporting or disclosure treatment of transactions or events not
classified as “audit services”;
e assistance with understanding and implementing new and proposed accounting and financial reporting guidance
from rulemaking authorities;
e financial statement audits of employee benefit plans;
e assistance with assessing the actual or potential impact of final or proposed rules, standards or interpretations from
accounting authorities;
¢ agreed-upon or expanded audit procedures related to accounting and/or billing records required to respond to or
comply with financial, accounting or regulatory reporting matters;
® attest services not required by statute or regulation;
¢ information systems reviews not performed in connection with the financial statement audit;
e subsidiary or equity investee audits not required by statute or regulation that are incremental to the audit of the
consolidated financial statements;
e review of the effectiveness of the internal audit function;
e general assistance with understanding and implementing requirements of SEC rules and stock exchange listing
standards; and
e consultations and audits in connection with acquisitions.
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Any audit-related services that the Audit Committee generally pre-approves are reflected in the minutes of the Audit
Committee meeting at which the services were pre-approved. All other audit-related services not reflected in the Audit
Committee’s meeting minutes must be specifically approved by the Audit Committee before they are performed.

Tax services include tax compliance, planning and advice, as well as tax only valuation services. Since the Audit
Committee believes that the provision of tax services does not impair our independent registered public accounting
firm’s independence, and the SEC has stated that the independent registered public accounting firm may provide such
services, the Audit Committee believes it may grant general pre-approval to tax services. The Audit Committee will
not permit the retention of the independent registered public accounting firm in connection with a transaction initially
recommended by our independent registered public accounting firm, the sole business purpose of which may be tax
avoidance and the tax treatment of which may not be supported in the IRC and related regulations. The Audit
Committee will consult with our Chief Financial Officer or outside counsel to determine that the tax planning and
reporting positions are consistent with the policy.
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Any tax services that the Audit Committee generally pre-approves are reflected in the minutes of the Audit Committee
meeting at which the services were pre-approved. All tax services not reflected in the Audit Committee’s meeting
minutes must be specifically approved by the Audit Committee before they are performed.

The Audit Committee believes, based on the SEC’s rules prohibiting the independent registered public accounting firm
from providing specific non-audit services, that other types of non-audit services are permitted. Accordingly, the

Audit Committee believes it may grant general pre-approval to those permissible non-audit services classified as all
other services that it believes are routine and recurring services, would not impair the independence of our
independent registered public accounting firm and are consistent with the SEC’s rules on auditor independence.

Any other services that the Audit Committee generally pre-approves are reflected in the minutes of the Audit
Committee meeting at which the services were pre-approved. All other services not reflected in the Audit Committee’s
meeting minutes must be specifically approved by the Audit Committee before they are performed.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our executive officers and Directors, and persons who own more than 10%
of our common stock, to file reports of ownership with the SEC. These persons also are required to furnish us with
copies of all Section 16(a) forms they file. Based solely on our review of copies of such forms received by us, or
written representations from certain reporting persons that no Forms 5 were required for those persons, we believe
that, during 2015, all of our executive officers, Directors and greater than 10% shareholders complied with all
applicable filing requirements.

EXECUTIVE OFFICERS

The following is the biographical information with respect to our executive officers as of March 1, 2016. Unless
otherwise specified, the occupation of each individual has been the same for the past five years.

Name Age Position

John E. 65 Executive

Dean Chairman

Kevin M. 49 Chief Executive

Modany Officer

Eugene W. 60 President and

Feichtner Chief Operating
Officer

Angela K. 53 Senior Vice

Knowlton President,
Controller and
Treasurer
(Principal
Accounting
Officer)

June M. 67 Executive Vice

McCormack President and
President,
Online Division

Ryan L. 43 Executive Vice

Roney President, Chief
Administrative
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and Legal
Officer and
Secretary

Glenn E. 68 Executive Vice

Tanner President, Chief
Marketing
Officer

Rocco F. 44 Executive Vice

Tarasi, III President, Chief
Financial
Officer

John E. Dean has served as our Executive Chairman since August 4, 2014. Mr. Dean is an attorney who has
specialized in higher education law since April 1985. Mr. Dean has served as a principal of Washington Partners,
LLC, a public affairs firm, since June 2002. Mr. Dean also was a partner at the Law Offices of John E. Dean from
June 2005 through December 2015. Mr. Dean has been a Director of ours since December 1994.

Kevin M. Modany has served as our Chief Executive Officer since April 2007. Mr. Modany served as a Director of
ours from July 2006 until August 4, 2014 and as our Chairman from February 2008 until August 4, 2014. He also
served as our President from April 2005 through March 2009.

Eugene W. Feichtner has served as our President and Chief Operating Officer since August 2014. Mr. Feichtner
served as an Executive Vice President and as President, ITT Technical Institute Division from April 2009 until
August 2014. He served as our Senior Vice President, Operations from March 2004 through March 2009.

Angela K. Knowlton has served as our Senior Vice President, Controller and Treasurer since March 2010 and was

designated as our principal accounting officer in November 2014. She served as our Vice President, Controller and
Treasurer from February 2006 to March 2010.
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June M. McCormack has served as an Executive Vice President since April 2009 and as our President, Online
Division since May 2008. Ms. McCormack also served as our Interim Chief Information Officer from May 2012
through November 2012 and from June 2013 through September 2013.

Ryan L. Roney has served as our Executive Vice President, Chief Administrative and Legal Officer and Secretary
since July 2014. Mr. Roney served as the chief legal officer, executive vice president of business development and
corporate secretary of Vistage International, Inc., a chief executive membership organization, from December 2012
until July 2014. Prior to that, he served as the chief ethics and compliance officer of Powerwave Technologies, Inc., a
global supplier of end-to-end wireless solutions for wireless communications networks from June 2011 until
November 2012. From October 2000 until March 2011, Mr. Roney served in various roles with Smiths Group, PLC,
most recently as general counsel of Smiths Detection, a provider of regulated technology products and advanced
services from August 2002 through March 2011.

Glenn E. Tanner has served as our Executive Vice President, Chief Marketing Officer since April 2009. He served as
our Senior Vice President, Marketing from April 2007 through March 2009.

Rocco F. Tarasi, III has served as our Executive Vice President, Chief Financial Officer since January 25, 2016, and
prior to that, as our interim Chief Financial Officer beginning August 1, 2015. He served as Senior Vice President,
President — The Center for Professional Development from January 2013 until August 2015. He served as our Vice
President, Finance — Corporate Strategy and Development from October 2011 through January 2013. Mr. Tarasi was
the co-founder of BrainCredits Corporation, an education start-up, from August 2010 through October 2011, and
served as managing director, policylQ for Resources Global Professionals, a multinational professional services firm,
from July 2003 through August 2010.

PROPOSAL THREE: ADVISORY VOTE TO APPROVE THE COMPENSATION PAID TO ITT/ESI’S NAMED
EXECUTIVE OFFICERS, AS DISCLOSED PURSUANT TO THE COMPENSATION DISCLOSURE RULES OF
THE SEC, INCLUDING THE COMPENSATION DISCUSSION AND ANALYSIS, COMPENSATION TABLES

AND NARRATIVE DISCUSSION, IN THIS PROXY STATEMENT

We are asking you to approve the compensation paid to our Named Executive Officers, as disclosed pursuant to the
compensation disclosure rules of the SEC, including the Compensation Discussion and Analysis, compensation tables
and narrative discussion, in this Proxy Statement. This proposal, commonly known as a say-on-pay proposal, gives
our shareholders the opportunity to express their views on our executive compensation. The vote on this say-on-pay
proposal is not intended to address any specific element of compensation. In accordance with the advisory vote
conducted at the 2011 Annual Meeting of Shareholders on the frequency of future say-on-pay votes, we are currently
conducting say-on-pay votes on an annual basis. After the vote at this Annual Meeting, the next opportunity to vote
on say-on-pay will occur in connection with our 2017 Annual Meeting of Shareholders. The next advisory vote on the
frequency of say-on-pay votes will be conducted at the 2017 Annual Meeting of Shareholders.

As discussed in more detail below in the Compensation Discussion and Analysis section of this Proxy Statement, our
executive compensation program is designed to attract, retain and motivate skilled executives. Based on its review of
all of the elements of our executive officers’ compensation, the Compensation Committee found that the compensation
paid to our executive officers in 2015 was reasonable in light of market practices and effective in fulfilling the
Committee’s compensation objectives of competition, alignment with shareholder interests, and focus.

In early 2011, the Compensation Committee was required to make changes to our executive compensation program as
a result of the Incentive Compensation Prohibition regulations affecting our industry that were issued by the ED and

generally prohibit us from providing any commission, bonus or other incentive payment based in any part, directly or
indirectly, upon student enrollments or the award of financial aid. As a result, while it would prefer to base executive
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compensation on performance-related metrics, the risk of violating the Incentive Compensation Prohibition prevented,
and will prevent, the Committee from basing compensation amounts or adjustments on individual or company
performance. The Compensation Committee will continue to monitor the Incentive Compensation Prohibition. In
November 2015, the ED announced that it had reconsidered its interpretation of the applicable law and no longer
interprets the Incentive Compensation Prohibition to prohibit compensation based on students’ graduation from or
completion of their educational programs. As a result, in January 2016, the Compensation Committee determined to
continue the short-term compensation element of executive compensation, and it established the management
objectives for 2016 under such element, to include an objective based on the graduation rate of ITT Technical Institute
students.
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The Compensation Committee also determined, after consulting with regulatory counsel, that it does not believe that
the Incentive Compensation Prohibition prohibits compensation related to the attainment of management objectives
that are not based in any part, directly or indirectly, on success in enrolling students or the award of financial aid to
students. As a result, in each of early 2012 through 2016, the Committee established a short-term compensation
component for our executive officers which was or will be paid if certain management objectives are satisfied during
that year. These management objectives, which are described in more detail in the Compensation Discussion and
Analysis section of this Proxy Statement, are not in any way related to the enrollment of students or the award of
financial aid.

In setting compensation for 2016, our Compensation Committee considered the fact that, at the 2015 Annual Meeting
of Shareholders, our shareholders approved the compensation paid to our Named Executive Officers as disclosed in
the Proxy Statement for our 2015 Annual Meeting, and that the votes cast for that advisory proposal totaled
approximately 72% of the shares represented at the 2015 Annual Meeting and entitled to vote. The Committee noted
that this level of support was lower than the 84% level of support for the same proposal at the 2014 Annual Meeting
of Shareholders, but that it still reflected general satisfaction with our executive compensation program in light of the
limitations imposed by the Incentive Compensation Prohibition. The Committee also considered discussions that our
Chief Executive Officer and Chief Administrative and Legal Officer had prior to the 2015 Annual Meeting with
certain of our shareholders that own a significant percentage of our common stock regarding our executive
compensation program and any concerns that such shareholders had related to it. We were told by some of those
shareholders that while they would prefer that we base executive compensation on performance-related metrics, as we
did prior to 2011, they understand that we have concluded that to do so would present a significant risk of violating
the Incentive Compensation Prohibition. Some of those shareholders also expressed their support for the
Compensation Committee’s objective that the compensation of executives be reflective of the competitive marketplace
in an effort to attract, retain and motivate talented executives.

Accordingly, the Board of Directors recommends that our shareholders vote FOR the following resolution at the
Annual Meeting:

"Resolved, that the compensation paid to ITT Educational Services, Inc.'s Named Executive Officers, as disclosed
pursuant to the compensation disclosure rules of the Securities and Exchange Commission, including the
Compensation Discussion and Analysis, compensation tables and narrative discussion in this Proxy Statement, is
approved."

As an advisory vote, the outcome of the vote on this Proposal Three will not be binding on us, our Board of Directors
or our Compensation Committee. However, as was the case with the results of the say-on-pay vote at the 2015
Annual Meeting of Shareholders, our Compensation Committee will consider the outcome of this year's vote when
evaluating our executive compensation principles and practices and making future compensation decisions for our
Named Executive Officers.

The Board of Directors recommends a vote FOR the approval of the compensation paid to our Named Executive

Officers, as disclosed pursuant to the compensation disclosure rules of the SEC, including the Compensation

Discussion and Analysis, compensation tables and narrative disclosure, in this Proxy Statement.
COMPENSATION OF EXECUTIVE OFFICERS AND DIRECTORS

Compensation Discussion and Analysis

This discussion explains the compensation program for our executives, including the Named Executive Officers. The
individuals included as Named Executive Officers in this document are:

44



Edgar Filing: ITT EDUCATIONAL SERVICES INC - Form DEF 14A

e Kevin M. Modany, who served as our Chief Executive Officer during all of 2015;
® Rocco F. Tarasi, III, who has served as our Chief Financial Officer since August 1, 2015;
e Daniel M. Fitzpatrick, who served as our Chief Financial Officer during 2015 until July 31, 2015; and
¢ John E. Dean, Eugene W. Feichtner and Ryan L. Roney, who were our three other most highly compensated
executive officers during 2015.
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Mr. Modany has served as our Chief Executive Officer since April 2007. In August 2014, Mr. Modany notified our
Board of Directors of his resignation as a Director and as Chairman of the Board, and of his intention to resign as our
Chief Executive Officer. On August 4, 2014, we entered into a letter agreement with Mr. Modany (the “2014 Letter
Agreement”), pursuant to which Mr. Modany agreed to remain our Chief Executive Officer for a period ending on
February 4, 2015, which period was subsequently extended to December 31, 2015. In early to mid-December 2015,
members of our Compensation Committee and full Board began discussing potential alternatives following December
31, 2015, including whether to further extend the 2014 Letter Agreement or to enter into an alternative arrangement
with Mr. Modany. On December 31, 2015, Mr. Modany informed us of the rescission of his notice to resign from the
Chief Executive Officer position. In connection with Mr. Modany’s rescission of his resignation notice, our Board of
Directors determined that it was in the best interests of our company and our shareholders to retain Mr. Modany as our
Chief Executive Officer. On December 31, 2015, the Compensation Committee approved a new severance
compensation arrangement with Mr. Modany, which was documented in a new letter agreement between us and Mr.
Modany (the “New Modany Letter Agreement”). The New Modany Letter Agreement terminates the 2014 Letter
Agreement in its entirety. The New Modany Letter Agreement provides that in certain employment termination
circumstances outside of a change in control situation, Mr. Modany will be entitled to receive two times the sum of his
base salary plus his target short-term compensation amount for that year. The New Modany Letter Agreement did not
make any modifications to Mr. Modany’s then current base salary, short-term compensation terms, or other
compensation arrangements, including participation in the Senior Executive Severance Plan. See “—Compensation
Elements—Potential Payments Upon Termination of Employment or a Change In Control of Us—Modany Letter
Agreements” and “—Compensation Elements—Potential Payments Upon Termination of Employment or a Change In
Control of Us—Senior Executive Severance Plan.”

Mr. Dean has been a Director of ours since 1994, and in August 2014, he became our Executive Chairman of the
Board. As Executive Chairman, Mr. Dean is an employee and executive officer of ours, and therefore he was
considered along with our other executive officers in the determination of the Named Executive Officers for

2015. Mr. Dean’s compensation as Executive Chairman was determined by the Compensation Committee separately
from the compensation of the other Named Executive Officers, and he is not a participant in the short-term
compensation element of our executive compensation program, he is not eligible for perquisites from us, and he is not
a participant in any of our employee benefit programs or plans, other than the EST 401(k) Plan and
statutorily-mandated employee benefits (such as worker’s compensation coverage). As a result, in this discussion, Mr.
Dean’s compensation is described separately from the descriptions of the compensation programs and determinations
applicable to our other executive officers, including the other Named Executive Officers.

This discussion describes the following:
o the objectives of our compensation program;
¢ what our compensation program is designed to reward;
e each element of compensation;
¢ why we choose to pay each compensation element;

* how we determine the amount to pay and, where applicable, the formula with respect to each compensation

element;
® how each compensation element and our decisions regarding that element relate to our overall compensation

objectives and affect our decisions regarding other compensation elements; and
e our consideration of the results of the most recent shareholder advisory vote on the compensation of our Named

Executive Officers and any related effect on our executive compensation policies and decisions.

Executive Summary. Our executive compensation program is designed to attract, retain and motivate skilled

executives. Based on its review of all of the elements of our executive officers’ compensation, the Compensation
Committee found that the compensation paid to our executive officers in 2015 was reasonable in light of market
practices and effective in fulfilling the Committee’s compensation objectives, as described below. See “—Compensation
Objectives.”
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In 2011, the Compensation Committee was required to make changes to our executive compensation program as a

result of the Incentive Compensation Prohibition affecting our industry that severely limits the types of, and bases for

awarding, compensation to employees of postsecondary education institutions, like us. The ED defined this

prohibition on incentive compensation to include anything of value for services rendered (other than a fixed salary or

wage) that is:

e based in any part, directly or indirectly, on success in enrolling students or the award of financial aid to students;
and

e provided to any employee who undertakes recruiting or admitting of students, makes decisions about and awards
federal student financial aid, or has responsibility for any such activities.

The limiting language of the Incentive Compensation Prohibition is very broad and the ED has not provided sufficient
guidance on the breadth or scope of the regulations. As a result, we determined that the Incentive Compensation
Prohibition could be interpreted to cover all of our employees (including our executive officers) and to prohibit the
payment of compensation based on any performance-related metric, including common performance metrics such as
earnings, earnings per share and total shareholder return since such metrics are driven by student enrollment and
amounts received from financial aid. We reached this conclusion after consulting with regulatory counsel and
considering that any alternative conclusion would involve a high level of risk for our company. An institution that is
found to be in noncompliance with the Incentive Compensation Prohibition could face significant monetary penalties,
limitations on its operations and/or termination of its eligibility to participate in all federal student financial aid
programs.
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In 2011, the Compensation Committee determined that, while it would prefer to continue to base executive
compensation on performance-related metrics, the risk of violating the Incentive Compensation Prohibition prevented,
and would prevent, the Committee from basing compensation amounts or adjustments on individual or company
performance after the July 1, 2011 effective date of the Incentive Compensation Prohibition. The Compensation
Committee recognized that, while the short- and long-term performance of both the individual executive officers and
our company would no longer be used in compensation decisions, such performance would be reviewed by the full
Board of Directors when evaluating the continued employment of each executive officer. The Compensation
Committee determined that it would continue to be guided by the following objectives in determining the
compensation of our executives:
® competition;
¢ alignment with shareholder interests; and
e focus.

As a result of the prohibition on basing any portion of the executives’ compensation on performance, the
Compensation Committee did not establish an annual bonus program for 2015, but it did establish a short-term
compensation element based on certain management objectives in 2015. As a result, in order to achieve the objectives
noted above, the Compensation Committee used the following compensation elements as part of the 2015 executive
compensation program, as described in more detail below under “—Compensation Elements”:
® base salary;
e short-term compensation;
® an annual grant of equity compensation;
e employee benefits;
® perquisites; and
e qualified retirement savings.

Compensation Objectives. The Compensation Committee is guided by the following objectives in determining the

compensation of our executives:

e Competition. The Committee believes that compensation should reflect the competitive marketplace in order for us
to attract, retain and motivate talented executives.

e Alignment with Shareholder Interests. Compensation should include equity-based compensation awards in order to
align the executives’ interests with those of our shareholders.

e Focus. The Committee believes that certain elements of compensation should provide some security to our
executives to allow them to continue to focus on our financial and operating results, their individual performance
and their job responsibilities.

Compensation Elements. The elements of our compensation program, a description of the purpose of each element
and the objectives that each element supports are shown in the table below. See “— Compensation Objectives.”

Compensation Link to Compensation
Element Purpose Objectives
Base Salary Fixed cash component  *Competition

used to help us attract, eFocus
motivate and retain our

executives.
Short-Term Variable cash component *Competition
Compensation used to help us motivate *Focus

and retain our

executives.
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Equity-Based Used to promote equity *Competition
Compensation (e.g., ownership by our *Alignment with
Time-Based Stock executives. Shareholder Interests
Options and/or Aligns the executives’ *Focus

Restricted Stock Unit interests with those of

Awards) our shareholders.
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Qualified Retirement Savings
(i.e., 401(k) Plan Contributions)

Nonqualified Deferred
Compensation

Pension Benefits (i.e., Qualified
and Nonqualified Retirement

Plan Earnings)

Employee Benefits

Perquisites

Potential Payments Upon

Termination of Employment or a

Change in Control of Us

Used to help us provide
stable compensation and
some security to our
executives, in order to
help them save for
retirement on a
tax-deferred basis.

Provided some security
to our executives and
helped them save a
portion of their
compensation for
retirement on a
tax-deferred basis.

Allowed executives to
focus on their job
responsibilities while
employed and provided
some security upon
retirement.

Provides stable
compensation and some
security to our
executives, in order to
allow them to focus on
their job responsibilities.

Used to recognize our
executives based on their
responsibilities and to
help us attract, motivate
and retain our
executives.

Provides for payments in
connection with a change
in control and/or
involuntary termination
of employment.

Provides some security
to our executives to help
them focus on their job
responsibilities and to

*Competition
*Focus

eDeferrals and

contributions are no

longer made under
these plans.

*Benefit accruals under
our pension plans were
frozen as of

March 31, 2006.

*Competition
*Focus

*Competition

*Competition
*Alignment with
Shareholder Interests
*Focus
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encourage them to
remain employed with us
during a critical time of a
potential change in
control.

2015 Compensation

Base Salary. Salaries provide a necessary element of stability in the total compensation program and, as such, are not
subject to variability. Salaries are set and administered to reflect the value of the job in the marketplace. In January
2015, the Compensation Committee determined not to make any changes to the annual base salaries for 2015 for any
of the Named Executive Officers (other than Mr. Feichtner) based on the current market and business conditions and
inflationary considerations. The Committee did not utilize or review specific peer group comparator information
related to that determination. As previously disclosed, the Compensation Committee had approved an increase in Mr.
Feichtner’s base salary from $319,411 in 2014 to $400,000 in 2015, to be effective as of February 9, 2015 (the date in
2015 that other employees at our headquarters received compensation adjustments), as a result of the increased duties
and responsibilities assumed by Mr. Feichtner in connection with his appointment as our President and Chief
Operating Officer in August 2014.

In connection with his appointment as Executive Chairman in August 2014, the Compensation Committee approved

an annual base salary for Mr. Dean of $575,000. At the request of the Compensation Committee, Willis Towers
Watson conducted a market comparison review of the base salary amounts for similar executive chairman

positions. Willis Towers Watson advised the Compensation Committee that the base salary amount for Mr. Dean was
reasonable and within the range of market comparisons. The letter agreement that we entered into with Mr. Dean on
August 4, 2014 (the “Dean Letter Agreement”) established this amount as the annual base salary for Mr. Dean while he
remains employed as our Executive Chairman. As a result, the Compensation Committee did not make any changes

to Mr. Dean’s base salary for 2015.
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Short-Term Compensation. In January 2015, the Compensation Committee established a short-term compensation
element for our executive officers (other than Mr. Dean, due to his position as Executive Chairman, and Mr. Modany,
due to his previously-announced intention to resign from the company) that would be payable in early 2016, if certain
management objectives (the “2015 Management Objectives”) were accomplished during 2015. On July 27, 2015, the
Compensation Committee established a short-term compensation opportunity for Mr. Modany related to 2015. The
Compensation Committee had not included Mr. Modany in our 2015 short-term compensation element in January
2015 when it established that element for other executive officers, due to the fact that, at that time, it was expected
that Mr. Modany would not be serving as our Chief Executive Officer for any extended period of time in 2015 due to
his announced resignation. In July 2015, the Compensation Committee recognized that Mr. Modany continued to
serve in the role of Chief Executive Officer for longer than originally anticipated, and had diligently worked toward
the 2015 Management Objectives. As a result, the Compensation Committee approved Mr. Modany’s participation in
the same short-term compensation arrangement as the other executive officers.

On July 27, 2015, the Compensation Committee approved a modified short-term compensation opportunity for Mr.
Fitzpatrick. Mr. Fitzpatrick previously was eligible for a short-term compensation payment related to the 2015
Management Objectives, but he would have had to have been employed by us on the payment date of the short-term
compensation in early 2016. Since Mr. Fitzpatrick’s employment with us ended prior to that time, Mr. Fitzpatrick
would not have received any payment related to the 2015 short-term compensation arrangement. The Compensation
Committee recognized Mr. Fitzpatrick’s contributions in 2015, and determined to provide him with a pro-rated
short-term compensation opportunity related to the 2015 Management Objectives, based on the period of his service
as an employee in 2015.

The 2015 Management Objectives were not in any way related to the enrollment of students or the award of financial
aid to avoid violating the Incentive Compensation Prohibition. Instead, the 2015 Management Objectives consisted of
various business objectives that relate to certain initiatives that are part of our strategic plan. The 2015 Management
Objectives and their relative weightings are as follows:

Management Objectives Weight

1. Resolve certain outstanding legal and regulatory matters involving the

company. 20%
2. Optimize the total number of contact hours in the first academic quarter of

the ITT Technical Institutes’ program offerings. 20%
3. Effect matters relating to the third-party loan servicing organizations for the

private education loan programs. 15%
4. Improve the 2015 ITT Technical Institute quarterly student evaluation

average score. 15%

5. Reduce the current and future carrying cost and collateralization of the letter
of credit that the company is required to post for the benefit of the U.S.

Department of Education. 10%
6. Improve the average NCLEX score of the 2015 graduates of the

Breckinridge School of Nursing and Health Sciences nursing program. 10%
7. Acquire a training company to support strategic initiatives associated with

The Center for Professional Development at [TT Technical Institute. 5%

8. Obtain requisite federal, state and accrediting commission authorizations for
the ITT Technical Institutes to offer a dual high school diploma and
associate degree program. 5%

On January 25, 2016, the Compensation Committee reviewed the results of the 2015 Management Objectives and
determined the extent to which each of the 2015 Management Objectives was accomplished by our executive officers
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in 2015. The Committee assigned zero to five points to each 2015 Management Objective, based on its determination
of the extent to which the objective was accomplished. The number of points assigned to each 2015 Management
Objective was multiplied by the weight associated with that 2015 Management Objective, resulting in a weighted
number of points for that 2015 Management Objective. The weighted number of points for all of the 2015
Management Objectives were added together, resulting in a total number of weighted points. The following table sets
forth the maximum short-term compensation percentage associated with each range of the total number of weighted
points that could be assigned to the 2015 Management Objectives by the Compensation Committee:

4.
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Total
Weighted = Maximum Short-Term
Points  Compensation Percentage
4.76 - 5.00 200.0%
4.51-4.5 187.5%
4.26 - 4.50 175.0%
4.01-4.25 162.5%
3.76 - 4.00 150.0%
3.51-3.75 137.5%
3.26 - 3.50 125.0%
3.01-3.25 112.5%
2.76 - 3.00 100.0%
2.51-2.75 87.5%
2.26 - 2.50 75.0%
2.01-2.25 62.5%
1.76 - 2.00 50.0%
1.51-1.75 41.7%
1.26 - 1.50 33.3%
1.00 - 1.25 25.0%

Based on the Committee’s determination of the extent to which each of the 2015 Management Objectives was
accomplished, the total number of weighted points for the 2015 Management Objectives was 2.10. That total number
of weighted points corresponds to a maximum short-term compensation percentage of 62.5%, based on the above

table.

To determine the maximum short-term compensation amount that an officer could receive, the Committee multiplied
the maximum short-term compensation percentage (determined as described above) by a standard short-term
compensation percentage of annualized base salary, ranging from 32% to 100%, with the percentage depending on the
officer’s position, and then multiplied that result by the officer’s annualized base salary. The Committee utilized the
annualized base salary as of December 31, 2015 for Messrs. Modany, Tarasi, Feichtner and Roney, and as of
September 2, 2015 for Mr. Fitzpatrick. The Committee used Mr. Fitzpatrick’s base salary rate as of that date, because
that was last day of his employment with us in 2015. The following table sets forth the 2015 standard short-term
compensation percentage of annualized base salary for each of the Named Executive Officers who were participants in

the 2015 short-term compensation element:

2015 Standard Short-

Named Term Compensation
Executive Percentage of
Officer Annualized Base Salary
Kevin M.

Modany 100%

Rocco F.

Tarasi, 111 50/65%(1)
Daniel M.

Fitzpatrick 65%
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Eugene W.

Feichtner 70%((2)
Ryan L.

Roney 65%

(1) Mr. Tarasi’s standard short-term compensation percentage was 50% with respect to the seven months of 2015 that
he served as our Senior Vice President, President — The Center for Professional Development, and was 65% with
respect to the five months of 2015 that he served as our Executive Vice President, Interim Chief Financial
Officer. The 2015 short-term compensation payment to Mr. Tarasi, as set forth below, reflected the use of these
two standard short-term compensation percentages as applicable.

(2) Reflects an increase from the prior year, due to Mr. Feichtner’s appointment as our President and Chief Operating
Officer in August 2014.

An executive officer’s actual short-term compensation payment, however, could be more or less than the officer’s
potential short-term compensation amount as calculated as described above. An executive officer’s actual short-term
compensation amount also took into consideration the Compensation Committee’s discretionary assessment of the
officer’s individual contribution toward accomplishing each 2015 Management Objective.

The Committee did not make any further adjustments to any of the Named Executive Officers’ 2015 short-term
compensation from the amounts calculated as described above.
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On January 25, 2016, the Compensation Committee approved the payment of the 2015 short-term compensation
amount in cash to each of the Named Executive Officers, other than Mr. Dean, as follows:

Named 2015 Short-Term Compensation
Executive 2015 Short-Term Payment as a Percentage of
Officer Compensation Payment 2015 Annualized Base Salary
Kevin M. $515,048 62.5%

Modany

Rocco F. $ 77,854 35.2%

Tarasi, III

Daniel M. $112,348 (1) 27.3%

Fitzpatrick

Eugene W. $174,999 43.7%

Feichtner

Ryan L. $146,250 40.6%

Roney

(1) Pro-rated payment amount based on the period of Mr. Fitzpatrick’s service as an employee in 2015, as described
above.

On January 26, 2015, the Compensation Committee also approved an additional bonus payment of $100,000 to Mr.
Fitzpatrick in recognition of his significant efforts and time spent on company matters in 2014. That additional bonus
payment amount is not included in the amount of Mr. Fitzpatrick’s 2014 or 2015 short-term compensation payment,
because it was a discretionary payment that was not part of the short-term compensation element in either year.

Mr. Dean was not a participant in the 2015 short-term compensation element, and he did not receive any discretionary
or other bonus payments from us related to 2015.

Equity-Based Compensation. The Compensation Committee believes that equity-based compensation should be a
major component of the total compensation for executives. The Committee believes that the use of equity in the
payment of compensation enhances our executives’ commitment to our company over the long-term, because the value
of equity-based compensation awards, such as time-based stock options, restricted stock and RSUs, helps align the
executives’ interests with those of our shareholders. The type and value of the equity-based compensation awards vary
based on the executive’s level and type of responsibilities.

In January 2015, the Compensation Committee approved an award of the same number of shares subject to equity
awards to each executive that it had awarded in the prior year, except in the cases of: (i) Mr. Modany, who did not
receive a 2015 equity grant due to his previously-announced intention to resign from the company; (ii) Mr. Feichtner,
whose 2015 equity grant was increased due to the increased duties and responsibilities assumed by him in connection
with his appointment as our President and Chief Operating Officer in August 2014; and (iii) Mr. Dean, who did not
receive a 2015 equity award in connection with his service as our Executive Chairman. Due to the fact that our stock
price was significantly lower at the time of the grant in 2015 than in 2014, the award of the same number of shares in
2015 as in 2014 resulted in a much lower grant date fair value of the equity awards received by the executives in 2015
compared to 2014. Due to the fact that we were not current in our filings with the SEC at the time of the Committee’s
approval, the Committee determined that the effective grant date of the equity awards would be the third trading day
following the date that we became current in our filings with the SEC (unless within that three trading day period, we
again became no longer current in our filings with the SEC). In May 2015, the Committee determined that the equity
awards to be granted to executive officers in 2015 would vest in equal installments over a three year period, beginning
on the first anniversary of the date on which the equity awards would have been granted, had we been current in our
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filings with the SEC, which date was February 9, 2015.

In July 2015, in connection with Rocco F. Tarasi’s appointment as our interim Chief Financial Officer, the
Compensation Committee approved an award of RSUs to Mr. Tarasi, with a value of $50,000 based on the closing
price of our common stock on the effective grant date. The effective grant date was August 6, 2015, and 16,667 RSUs
were granted to Mr. Tarasi on that date.

In 2015, Ryan L. Roney received two sets of equity awards, one consisting of stock options and RSUs as part of the
annual grant of equity-based compensation to executives in 2015, as described above, and the other consisting of stock
options and RSUs as part of his new hire compensation package. Mr. Roney began his employment with us in July
2014, and in connection therewith, the Compensation Committee approved an award of 5,208 stock options and 2,344
RSUs to Mr. Roney, which would vest over a three-year period. Although the Compensation Committee approved
these new-hire equity awards to Mr. Roney in July 2014, because we were not current in our filings with the SEC at
that time, the Committee determined that the effective grant date of the equity awards would be the third trading day
following the date on which we became fully current in our filings with the SEC, as long as we remained current as of
the grant date. In May 2015, the Compensation Committee determined that the equity awards to be granted to Mr.
Roney in connection with his hire in 2014 would begin to vest on July 7, 2015, which was the first anniversary of the
date on which his employment commenced.

-26-
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The following table sets forth information about the stock options and RSUs that were granted under the ITT
Educational Services, Inc. Amended and Restated 2006 Equity Compensation Plan (the “Amended 2006 Plan”) effective
June 17, 2015 to each Named Executive Officer, other than Messrs. Modany and Dean, and as of August 6, 2015 for

the additional grants to Mr. Tarasi, as described above.

Stock Options RSUs

Number of

Securities Date

Underlying Compensation
Named Executive ~ Option Exercise =~ Expiration Number Grant  Committee
Officer Granted Price Date of RSUs Date (1) Took Action
Rocco F. Tarasi,
I 5,000 (2) $4.91 06/17/22 2,250 (3) 06/17/15 01/26/15 (4)
Rocco F. Tarasi,
I N/A N/A N/A 16,667(5) 08/06/15 07/27/15(6)
Daniel M.
Fitzpatrick 15,000 (2) $4.91 06/17/22 6,750 (3) 06/17/15 01/26/15 (4)
Eugene W.
Feichtner 17,500 (2) $4.91 06/17/22 7,875 (3) 06/17/15 01/26/15 (4)

Ryan L. Roney 12,500 (2) $4.91 06/17/22 5,625 (3) 06/17/15 01/26/15 (4)
Ryan L. Roney 5,208 (7) $4.91 06/17/22 2,344 (8) 06/17/15 07/21/14 (9)

1 The effective date of the stock option and RSU grants.

(2)Nonqualified stock option granted at 100% of the closing market price of a share of our common stock on June
17, 2015, the effective date of the grant. One-third of the option is exercisable on each of February 9, 2016,
February 9, 2017 and February 9, 2018.

(3) The period of restriction for this RSU grant lapses in thirds on each of February 9, 2016, February 9, 2017 and
February 9, 2018.

(4) These stock option and RSU grants were initially approved by the Compensation Committee during a Committee
meeting on January 26, 2015, their vesting commencement date was approved by the Compensation Committee
during a Committee meeting on May 20, 2015, and they had an effective grant date of June 17, 2015.

(5) The period of restriction for this RSU grant lapses in thirds on each of August 6, 2016, 2017 and 2018.

(6) This RSU grant was approved by the Compensation Committee during a Committee meeting on July 27, 2015.

(7)Nonqualified stock option granted at 100% of the closing market price of a share of our common stock on June
17, 2015, the effective date of the grant. One-third of the option is exercisable on each of July 7, 2015, July 7,
2016 and July 7, 2017.

(8) The period of restriction for this RSU grant lapses in thirds on each of July 7, 2015, July 7, 2016 and July 7, 2017.

(9) These stock option and RSU grants were initially approved by the Compensation Committee during a Committee
meeting on July 21, 2014, their vesting commencement date was approved by the Committee during a Committee
meeting on May 20, 2015, and they and had an effective grant date of June 17, 2015.

2016 Compensation.

Base Salary. In January 2016, the Compensation Committee determined not to make any changes to the annual base
salaries for any of the Named Executive Officers (other than Mr. Tarasi) based on the current market and business
conditions. The Compensation Committee approved an increase in Mr. Tarasi’s base salary from $221,450 in 2015 to
$350,000 in 2016, to be effective as of February 8, 2016 (the date in 2016 that other employees at our headquarters
received compensation adjustments), as a result of the increased duties and responsibilities assumed by Mr. Tarasi in
connection with his appointment as our Chief Financial Officer. Mr. Tarasi’s 2016 base salary amount was based on
the Committee’s review of peer group comparator information for similar positions.
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In March 2016, the Compensation Committee discussed and approved a reduction in Mr. Dean’s annual base salary
from $575,000, as provided in the Dean Letter Agreement, to $200,000. On March 12, 2016, we and Mr. Dean

entered into an Amendment No. 1 to the Dean Letter Agreement (the “Dean Amendment”), pursuant to which the Dean
Letter Agreement was amended to change Mr. Dean’s annual base salary thereunder to $200,000.

The following table sets forth the annualized base salary information for each of the Named Executive Officers (other
than Mr. Fitzpatrick) as of February 8, 2016 (except for Mr. Dean’s base salary, which is as of March 12, 2016). As
noted above, 2016 was the second consecutive year with no base salary increases for the Named Executive Officers,
other than in connection with promotions.
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Dollar

Increase/ Percentage
Named (Decrease) Increase/
Executive 2016 Annualized From  (Decrease) From
Officer Base Salary  Prior Year Prior Year
Kevin M.
Modany $824,076 $ 0 0%
Rocco F. Tarasi,
111 $350,000 $ 128,550 58.0%
John E. Dean $200,000 $(375,000) (65.2)%
Eugene W.
Feichtner $400,000 $ 0 0%
Ryan L. Roney $360,000 $ 0 0%

Short-Term Compensation. In January 2016, the Compensation Committee established a short-term compensation
element for our executive officers (other than Mr. Dean) that will be payable in early 2017, if certain management
objectives (the “2016 Management Objectives”) are accomplished during 2016. As with the 2015 Management

Objectives, the 2016 Management Objectives are not in any way related to the enrollment of students or the award of

financial aid to avoid violating the Incentive Compensation Prohibition. Instead, the 2016 Management Objectives
consist of various business objectives that relate to certain initiatives that are part of our strategic plan. The 2016
Management Objectives and their relative weightings are as follows:

Management Objectives Weight
1. Resolve (through settlement or 20%
otherwise) outstanding legal and
regulatory matters involving the company

2. Increase the 2016 weighted average 20%
graduation rate for ITT Technical Institute
(calculated utilizing a completion period

equal to 1.5 times the anticipated program
duration for a full-time student)

3. Improve the 2016 ITT Technical 10%
Institute quarterly student evaluation
average score

4. Improve the average NCLEX score of 10%
the 2016 graduates of the Breckinridge

School of Nursing and Health Sciences

nursing program

5. Establish relationships with Corporate 10%
Partners to deliver customized corporate
training and other educational services

6. Design, develop and obtain the 10%
necessary regulatory authorizations to
offer an alternative delivery methodology
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for an accredited degree program

7. Design, develop and implement a 10%
revised marketing and advertising
campaign for ITT Technical Institute

8. Obtain the requisite federal, state and 5%
accrediting commission authorizations for

the ITT Technical Institutes to offer new

diploma and/or degree programs

9. Obtain the requisite federal, state and 5%
accrediting commission authorizations for

the ITT Technical Institutes to open new

campus locations
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The determination of the extent to which the 2016 Management Objectives are accomplished by our executive officers
will be made by the Compensation Committee in early 2017. The Committee intends to assign zero to five points to
each 2016 Management Objective, based on the extent to which the Committee determines the objective was
accomplished. The number of points assigned to each 2016 Management Objective will be multiplied by the weight
associated with that 2016 Management Objective, resulting in a weighted number of points for that 2016 Management
Objective. The weighted number of points for all of the 2016 Management Objectives will be added together,
resulting in a total number of weighted points. The following table sets forth the maximum short-term compensation
percentage that is associated with each range of the total number of weighted points that are assigned to the 2016
Management Objectives by the Compensation Committee:

Total
Weighted Maximum Short-Term
Points Compensation Percentage
4.76 - 5.00 200.0%
4.51-4.75 187.5%
4.26 - 4.50 175.0%
4.01-4.25 162.5%
3.76 - 4.00 150.0%
3.51-3.75 137.5%
3.26 - 3.50 125.0%
3.01-3.25 112.5%
2.76 - 3.00 100.0%
2.51-2.75 87.5%
2.26 - 2.50 75.0%
2.01-2.25 62.5%
1.76 - 2.00 50.0%
1.51-1.75 41.7%
1.26 - 1.50 33.3%
1.00 - 1.25 25.0%

To determine the maximum short-term compensation amount that an officer may receive, the maximum short-term
compensation percentage (determined as described above) will be multiplied by a standard short-term compensation
percentage of annualized base salary as of December 31, 2016, ranging from 32% to 100%, with the percentage
depending on the officer’s position, and the result will be multiplied by the officer’s annualized base salary. The
Committee believes that the current short-term compensation element is working effectively (given the Incentive
Compensation Prohibition limitations), and therefore, the Committee did not modify the standard short-term
compensation percentage of annualized base salary for the Named Executive Officers, other than in connection with
promotions. The following table sets forth the 2016 standard short-term compensation percentage of annualized base
salary as of December 31, 2016 for each of the Named Executive Officers who currently are participants in the 2016
short-term compensation element:

2016 Standard Short-
Named Term Compensation
Executive Percentage of
Officer Annualized Base Salary
Kevin M.
Modany 100%
Rocco F.
Tarasi, III 65%
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Eugene W.
Feichtner 70%
Ryan L. Roney 65%

An executive officer’s actual short-term compensation payment, however, may be more or less than the officer’s
potential short-term compensation amount as calculated as described above. An executive officer’s actual short-term
compensation amount will be based on the Compensation Committee’s discretionary assessment of the officer’s
individual contribution toward accomplishing each 2016 Management Objective. Any 2016 short-term compensation
payment will be made in cash. The Compensation Committee mays, in its sole discretion, modify the terms of the
short-term compensation element at any time before it is paid.

-20.
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Equity-Based Compensation. In January 2016, the Compensation Committee discussed awarding the same number of
shares subject to equity awards to each executive that it had awarded in the prior year, but noted that, due to the
current trading price of our common stock, the value of those equity-based awards would be well below the value of
equity awards granted by our comparator companies to their senior executives. The Committee discussed that, based
on the current trading price of our common stock, it would not be possible to grant a sufficient number of equity-based
awards to reach the target value level, without resulting in shareholder dilution issues. Based on those discussions, the
Committee determined to grant to each executive a 2016 annual equity award consisting of 1.5 times the number of
RSUs and the same number of stock options that, in each case other than Mr. Modany, were included in the 2015
annual equity award for such position or, in Mr. Modany’s case, were included in his 2014 annual equity award since
he did not receive any equity awards in 2015. The Committee recognized that this would still result in the value of the
equity awards being less than the target positioning relative to peer companies, but would provide some additional
compensation for our executives who continue to work diligently during challenging times.

The following table sets forth information about the stock options and RSUs that were granted under the Amended
2006 Plan effective March 18, 2016 to each Named Executive Officer, other than Mr. Dean and Mr. Fitzpatrick, as
described above.

Stock Options RSUs

Number of Date

Securities Compensation

Underlying Committee
Named Executive ~ Option Exercise =~ Expiration Number Grant Took Action
Officer Granted Price Date of RSUs Date (1) 2)
Kevin M.
Modany 62,500 (3) $3.57 3/18/23 42,188 (4) 3/18/16  01/25/16
Rocco F. Tarasi, 10,125
111 15,000 (3) $3.57 3/18/23 4) 3/18/16  01/25/16
Eugene W. 11,813
Feichtner 17,500 (3) $3.57 3/18/23 4) 3/18/16  01/25/16
Ryan L. Roney 12,500 (3) $3.57 3/18/23 8,438 (4) 3/18/16  01/25/16

Q) The effective date of the stock option and RSU grants.

(2) The stock option and RSU grants were approved by the Compensation Committee during a Committee meeting on
January 25, 2016, and had an effective grant date of March 18, 2016.

(3)Nonqualified stock option granted at 100% of the closing market price of a share of our common stock on March
18, 2016, the effective date of the grant. One-third of the option is exercisable on the anniversary date of the grant
in each of the years 2017, 2018 and 2019.

(4) The period of restriction for this RSU grant lapses in thirds on the anniversary date of the grant in each of the years
2017, 2018 and 2019.

Other Elements of Compensation

Retirement Plans

Qualified Retirement Savings. Our executives participate in our ESI 401(k) Plan, a qualified defined contribution

plan, that is designed to provide substantially all of our employees with a tax-deferred, long-term savings vehicle. See “—

Equity Compensation and Qualified Savings Plans — ESI 401(k) Plan.”

Nonqualified Deferred Compensation. Due to federal limitations that preclude our highly-compensated employees
from fully participating in the EST 401(k) Plan, we established the ESI Excess Savings Plan, an unfunded,
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nonqualified deferred compensation plan for a select group of our management, including executive officers. We froze
the ESI Excess Savings Plan, effective for plan years beginning on and after January 1, 2008, such that executives
may no longer make elective deferrals and we no longer make contributions under the ESI Excess Savings Plan.
Amounts previously credited to an executive under the ESI Excess Savings Plan, however, continue to accrue interest
in accordance with the terms of the ESI Excess Savings Plan until those amounts are distributed pursuant to the plan’s
terms. See “— Nonqualified Deferred Compensation Plans — ESI Excess Savings Plan.”

In addition, we established the ESI Executive Deferred Bonus Compensation Plan (the “Deferred Bonus Plan”), an
unfunded, nonqualified deferred compensation plan, for a select group of our management and highly-compensated
employees, including the Named Executive Officers. The Deferred Bonus Plan allows eligible employees to defer
payment of all or a portion of his or her annual bonus compensation and to earn interest on any annual bonus
compensation payable in the form of cash and deferred under the plan. Since the Committee did not establish an
annual bonus award component of executive compensation for 2015, executives did not receive any compensation that
they could elect to defer under the Deferred Bonus Plan with respect to 2015. See “— Nonqualified Deferred
Compensation Plans — Deferred Bonus Plan.”
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The terms of the ESI Excess Savings Plan and the Deferred Bonus Plan, including the interest rate on the earnings on
the Named Executive Officers’ account balances under each plan, are based on common and typical terms and types of
nonqualified deferred compensation plans that had been adopted by other publicly traded companies at the time that
we adopted those plans.

Pension Benefits. Pension benefits provide retirement compensation that is based on the salary and bonus
compensation paid to the employee during his or her employment. We froze the benefit accruals under the ESI
Pension Plan and ESI Excess Pension Plan for all participants in the plans on March 31, 2006, such that no further
benefits accrue under those plans after March 31, 2006. Participants do, however, continue to be credited with vesting
service and interest credits according to the terms of those plans. See “— Pension Plans — ESI Pension Plan” and “— ESI
Excess Pension Plan.”

Employee Benefits and Perquisites

Employee Benefits. All of our executives, other than Mr. Dean, are eligible to participate in our employee benefits,
which include medical and dental benefits, vision insurance, life insurance, flexible spending account, tuition
reimbursement, disability insurance, vacation leave, sick leave, bereavement leave, ITT Technical Institute tuition
discounts and an employee assistance program that can help employees find answers to various kinds of personal
concerns by offering consultation, support, information, planning and referrals. The employee benefits are generally
available on a non-discriminatory basis to all full-time and part-time regular employees.

Perquisites. We also provide limited perquisites to our executives, including the Named Executive Officers, other than
Mr. Dean, that vary based on the executive’s level. The perquisites include use of a company car for Mr. Modany only,
a tax return preparation and financial planning allowance, tickets to sporting, theater and other events, enhanced
disability benefits, an annual physical examination and relocation assistance for newly-hired executive officers from
outside the Indianapolis metropolitan area whom we ask to relocate. The Compensation Committee also has
approved, in prior years, the payment by us of fees and expenses of counsel to certain executive officers incurred in
connection with the negotiation of transition arrangements.

The value and type of perquisites made available to our executives are based on the value and type of perquisites that
had been made available to executives at other publicly-traded companies at the time that we began making those
perquisites available, and at the time of each subsequent annual review by the Compensation Committee of those
perquisites. The Compensation Committee believes that the limited perquisites assist in furthering the objectives of
attracting, retaining and motivating executives, as well as helping our executives focus on their job responsibilities.
The Compensation Committee also believes that our executives value the perquisites provided to them and, given that
the cost to us of the perquisites is not significant, the Committee has determined to continue providing these
perquisites to our executives.

The perquisites that we provided to our Named Executive Officers in 2015 are disclosed in the Summary
Compensation Table and footnotes thereto. See “— Summary Compensation Table.” In January 2016, the Compensation
Committee approved the value and type of perquisites to be provided in 2016 to the Named Executive Officers, which
are generally consistent with the value and type of perquisites provided to them in 2015. The aggregate incremental
cost to us in 2016 for providing all of the 2016 perquisites to the Named Executive Officers is not expected to exceed
$150,000.

Potential Payments Upon Termination of Employment or a Change In Control of Us
Modany Letter Agreements. On December 31, 2015, in connection with Mr. Modany’s notification to our Board of
Directors of the rescission of his August 2014 notice of his intent to resign from the Chief Executive Officer position,

we entered into the New Modany Letter Agreement with Mr. Modany. The New Modany Letter Agreement
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terminates in its entirety the 2014 Letter Agreement, pursuant to which, among other things, Mr. Modany would
remain as our Chief Executive Officer for an initial period through February 4, 2015 (which period was subsequently
extended through December 31, 2015), following which he would serve as a consultant to us for a period of 18
months.

The New Modany Letter Agreement provides that if we terminate Mr. Modany’s employment with us without Cause
(as defined in the ITT Educational Services, Inc. Senior Executive Severance Plan (the “Senior Executive Severance
Plan”)), or if Mr. Modany resigns his employment with us for Good Reason (as defined in the Senior Executive
Severance Plan), Mr. Modany, subject to his compliance with a release requirement and certain non-disclosure and
restrictive covenant obligations, will be entitled to receive severance compensation in an amount equal to two times
the sum of (i) his base salary, plus (ii) his target short-term compensation amount for the fiscal year in which the
termination occurs, payable in substantially equal installments over the twenty-four months after the date of Mr.
Modany’s termination of employment. The Committee considers the release, non-disclosure and restrictive covenant
conditions as providing value to our company under these circumstances. In addition, the New Letter Agreement
provides that Mr. Modany continues to be eligible to participate in the Senior Executive Severance Plan, which
provides for certain severance benefits if a termination of employment occurs under certain circumstances and if a
change in control of the company has occurred or is imminent, as described below. If, however, Mr. Modany’s
employment ends under circumstances in which he is eligible to receive the severance benefits under the Senior
Executive Severance Plan, he will not be entitled to the severance compensation described in the New Modany Letter
Agreement.
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Willis Towers Watson advised the Compensation Committee that the two times multiplier term of the severance
compensation under the New Modany Letter Agreement was reasonable and within the range of market comparisons.

Fitzpatrick Letter Agreement. On April 29, 2015, in connection with Mr. Fitzpatrick’s notification to us of his plan to
retire as our Chief Financial Officer, we entered into the Fitzpatrick Letter Agreement, pursuant to which Mr.
Fitzpatrick agreed to remain our Chief Financial Officer (or Special Advisor) through October 29, 2015 (which was
subsequently advanced to September 2, 2015). The Fitzpatrick Letter Agreement provides that subject to Mr.
Fitzpatrick’s compliance with the release requirement and the restrictive covenants and cooperation provisions, he
would provide consulting services to us during the 18 months following his resignation as Chief Financial Officer, and
we would pay Mr. Fitzpatrick a monthly fee equivalent to his then-current monthly base salary and there will be
continued vesting of his equity-based awards.

Mr. Fitzpatrick’s employment with us ended on September 2, 2015, and, pursuant to the terms of the Fitzpatrick Letter
Agreement, we paid Mr. Fitzpatrick a severance payment of $64,969, which is equal to the base salary he would have
been paid from September 2, 2015 to October 29, 2015, and a lump sum of $20,598, which is equal to the cost of 18
months of coverage under COBRA for continued medical, prescription drug, dental and vision coverage. Also as
provided by the Fitzpatrick Letter Agreement, on September 3, 2015, we and Mr. Fitzpatrick entered into a Consulting
Agreement (the “Consulting Agreement”). Pursuant to the Consulting Agreement, during the 18-month period
following September 2, 2015, Mr. Fitzpatrick will serve as a consultant to us in exchange for a monthly fee equivalent
to his most recent monthly base salary ($34,333). The Compensation Committee also approved the payment by us of
the fees and expenses of Mr. Fitzpatrick’s counsel incurred in connection with the negotiation of the Fitzpatrick Letter
Agreement.

Senior Executive Severance Plan. Our executive officers, including the Named Executive Officers (other than Mr.
Dean), participate in the Senior Executive Severance Plan, which provides for severance benefits if:
® we terminate the executive’s employment, other than for cause, or when the executive terminates his or her
employment for good reason, in each case within two years after the occurrence of a change in control of us; or
e we terminate the executive’s employment, other than for cause, if a change in control of us is imminent.

The benefits vary depending on the executive’s level and include, among other things, two or three times the
executive’s base salary and bonus and a stipend equal to two or three times the annual cost of certain employee
benefits. See “— Potential Payments Upon Termination or Change In Control — Senior Executive Severance Plan.”

The Compensation Committee believes that a change in control transaction, or potential change in control transaction,
would create uncertainty regarding the continued employment of our executives. This is because many change in
control transactions result in significant organizational changes, particularly at the senior executive level. In order to
encourage our executives to remain employed with us during an important time when their continued employment in
connection with or following a transaction is often uncertain and to help keep our executives focused on our business
rather than on their personal financial security, we believe that providing certain of our executives with severance
benefits upon the specified terminations of employment is in the best interests of our company and our shareholders.

The benefits under the Senior Executive Severance Plan are not payable merely because a change in control
transaction occurs or is imminent. Instead, payment of the severance benefits is only triggered if a change in control
has occurred or is imminent and certain types of termination of employment occur within certain limited time periods.
The Compensation Committee has determined that this “double trigger” requirement is appropriate and reasonable.

If benefits are triggered under the Senior Executive Severance Plan, our Chief Executive Officer would be entitled to
payments under the “three times” multiplier and the other covered executives would be entitled to payments under the
“two times” multiplier. Our Chief Executive Officer would also be entitled to certain benefits that would not be
available to the other covered executives, including that our Chief Executive Officer would receive a tax gross-up
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payment on any excise taxes and that his severance benefits would not be limited in the event of the imposition of an
excise tax. The Compensation Committee believes that our Chief Executive Officer should receive the higher
multiplier and the enhanced benefits given his high level of responsibility and the substantial duties that he has with
us, as well as the fact that it is common market practice for a chief executive officer to receive a higher level of
severance benefits than other executive officers.

The amount and type of severance pay made available to our executive officers are based on common and typical

amounts and types of severance pay that were made available to executives by other publicly-traded companies at the
time that these benefits were determined.
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Other Plans. In addition, awards granted under our equity compensation plans and all or a portion of the contributions,
benefits and earnings under our qualified savings plan, nonqualified deferred compensation plans and pension plans
may vest and/or become payable to the participating employees, including the Named Executive Officers, if the
participating employee’s employment terminates in certain situations or we undergo a change in control. See “— Potential
Payments Upon Termination or Change In Control.” The accelerated vesting and payments are useful in providing
security to our executives and helps them to focus on their job responsibilities, instead of the safety of compensation
that they have previously been awarded or paid. Further, the accelerated vesting of equity compensation awards upon
a change in control:
e provides employees with the same opportunities as shareholders, who are free to sell their equity at the time of the

change in control event and thereby realize the value created at the time of the transaction;
e ensures that employees do not have the fate of their outstanding equity tied to the future success of the new and

different company that results from the change in control;

e can be a strong retention device during change in control discussions, particularly for those employees whose
equity represents a significant portion of their total pay package; and
e treats all employees the same regardless of their employment status after the transaction.

Process for Establishing Compensation. The Compensation Committee of our Board of Directors has overall
responsibility and authority for approving and evaluating the compensation programs and policies pertaining to our
executives and Directors. Each year, the Compensation Committee reviews all elements of all of our executive
officers’ compensation and the internal pay equity of our Chief Executive Officer’s compensation compared to our
other executive officers’ compensation. The Compensation Committee also annually reviews the tally of total
compensation of our executives in order to determine that the amount of compensation is within appropriate
competitive parameters. The tally information is not, however, a key factor in the Committee’s current compensation
decisions, because the tally information is reflective of past competitive market practice.

The Compensation Committee has met, and will continue to meet, in executive sessions which are not attended by any
of our employees. The Committee regularly reports its activities to our Board of Directors.

When making executive compensation decisions, the Compensation Committee also considers, for all executives other
than our Chief Executive Officer, the recommendation of our Chief Executive Officer. Our Chief Executive Officer
recommends salary levels, short-term compensation amounts, equity-based compensation awards and perquisites for
our other executives based on their salary grade level. Our Chief Executive Officer’s compensation is determined
solely by the Compensation Committee with the assistance of the Committee’s independent compensation consultant.
The Compensation Committee applies the same principles for executive compensation in determining our Chief
Executive Officer’s compensation that it applies in determining the compensation of our other executive officers. The
Compensation Committee has established a higher level of compensation for our Chief Executive Officer than the
levels for our other executive officers, due to:
¢ the high level of responsibility that he has with us;
o the substantial duties and responsibilities that he has to us; and
o the fact that the market and comparator compensation information demonstrates higher levels of compensation for
chief executive officers both within and outside of our industry.

Independent Compensation Consultant. The Compensation Committee directly retains a consultant from an
independent compensation consulting firm to provide advice on aspects of our executive and Director compensation
programs. The Committee requests written reports and holds meetings with the consultant, which are not attended by
any of our employees, in order to obtain independent opinions on compensation proposals. The independent
compensation consultant helps the Committee determine the amount and, where applicable, the formula for each
element of the compensation program for each executive. The independent compensation consultant also assists the
Committee in selecting the companies used for benchmarking and comparison purposes in certain years. The
Compensation Committee retained the independent compensation consulting firm Willis Towers Watson to advise it
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on 2015 and 2016 compensation determinations. For additional information about the role of Willis Towers Watson,
see “Proposal One: Election of Two Directors to Serve Until the 2019 Annual Meeting of Shareholders and Until Their
Successors are Elected and have Qualified — Meetings, Independence, Leadership and Committees of the Board of
Directors — Committees — Compensation Committee.”

Determinations. In determining and recommending the compensation of our executives, the Compensation Committee
consults with its independent compensation consulting firm and, along with our Chief Executive Officer, makes
assessments after deliberate and thorough review and consideration of various factors. In 2015 and 2016, these factors
included:
¢ the level and area of job responsibilities of the executive;
¢ inflationary factors; and
¢ tenure and industry knowledge and experience.

In determining 2015 compensation, the Compensation Committee did not review a detailed analysis of compensation
paid to executives at comparator companies, but it did review a report from Willis Towers Watson regarding
executive compensation pay level trends, short- and long-term incentive plan design trends and other trends in
executive compensation. In determining 2016 compensation, the factors above also included the competitive
marketplace and, in particular, how the level of an executive’s compensation compares with the compensation paid to
executives in the same or similar positions and with similar responsibilities at comparator companies.
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In January 2015, the Compensation Committee met in executive session to review a tally of the total compensation
received by each of the executive officers in 2014 and information provided by Willis Towers Watson. The

Committee noted that there had not been any clarification regarding the types of compensation that are prohibited and
which activities and employees are covered by the Incentive Compensation Prohibition and, therefore, it would

continue to avoid basing executive compensation on performance-related metrics. In January 2015, the Committee
determined to continue the short-term compensation element of executive compensation, and it established the
management objectives for 2015 under such element. See “—Compensation Elements—2015 Compensation—Short-Term
Compensation.”

In January 2016, the Compensation Committee met in executive session to review a tally of the total compensation
received by each of the executive officers in 2015 and information provided by Willis Towers Watson. The
Committee noted that, with one exception, there still had not been any clarification regarding the types of
compensation that are prohibited and which activities and employees are covered by the Incentive Compensation
Prohibition and, therefore, it would continue to avoid basing executive compensation on performance-related

metrics. The one exception is that the ED announced in November 2015 that it had reconsidered its interpretation of
the applicable law and no longer interprets the Incentive Compensation Prohibition to prohibit compensation based on
students’ graduation from or completion of their educational programs. In January 2016, the Committee determined to
continue the short-term compensation element of executive compensation, and it established the management
objectives for 2016 under such element, to include an objective based on the graduation rate of ITT Technical Institute
students. See “—Compensation Elements—2016 Compensation—Short-Term Compensation.”

Shareholder Feedback. In January 2016, the Compensation Committee considered the fact that, at the 2015 Annual
Meeting of Shareholders, our shareholders approved the compensation paid to our Named Executive Officers as
disclosed in the Proxy Statement for our 2015 Annual Meeting, and that the votes cast for that advisory proposal
totaled approximately 72% of the shares represented at the 2015 Annual Meeting and entitled to vote. The Committee
noted that this level of support was lower than the level of support for the same proposal at the 2014 Annual Meeting
of Shareholders, but that it still reflected general satisfaction with our executive compensation program in light of the
limitations imposed by the Incentive Compensation Prohibition. The Committee also considered discussions that our
Chief Executive Officer and Chief Administrative and Legal Officer had prior to the 2015 Annual Meeting with
certain of our shareholders that own a significant percentage of our common stock regarding our executive
compensation program and any concerns that such shareholders had related to it. We were told by some of those
shareholders that while they would prefer that we base executive compensation on performance-related metrics, as we
did prior to 2011, they understand that we have concluded that to do so would present a significant risk of violating
the Incentive Compensation Prohibition. Despite understanding these limitations on our executive compensation
program, some of those shareholders may be required to follow formulaic internal or external voting guidelines and,
therefore, may be forced to cast a vote against our executive compensation proposal when otherwise they may not
have. In addition, some of the shareholders expressed their support for the Compensation Committee’s objective that
the compensation of executives be reflective of the competitive marketplace in an effort to attract, retain and motivate
talented executives. The Compensation Committee evaluated the feedback received from these shareholders and
reiterated that it too would prefer to include performance-based metrics in our executive compensation program, but
that the risk of violating the Incentive Compensation Prohibition is too high. As a result, the Committee determined
that it is not able to make changes to the program at this time to address concerns related to the lack of
performance-based metrics. The Committee noted that it continues to monitor the ED for any guidance that might
reduce the risk of certain types of performance-based compensation violating the Incentive Compensation Prohibition.

Equity-Based Compensation. The Compensation Committee is responsible for determining equity-based
compensation paid to our executives. All equity-based compensation awards to our executives at the Senior Vice
President level and above are granted exclusively by our Compensation Committee. The Compensation Committee
has delegated limited authority to our Chief Executive Officer to grant equity-based compensation awards to our
newly-hired executives below the Senior Vice President level and other key employees.
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Equity-based compensation is granted to our executives and other key employees under the following circumstances:

the Compensation Committee has typically made grants to our executives and other key employees annually during
its first regularly scheduled meeting of the calendar year, which grants become effective prospectively;

the Compensation Committee has typically made grants to our newly-hired executives at the Senior Vice President
level and above at a Committee meeting occurring either:

prior to the date that the executive’s employment with us begins, in which case the effective date of the grant is
typically the executive’s first day of employment with us but, if the markets are closed on that day, is the next
subsequent day that the markets are open; or

after the executive’s employment with us begins, in which case the effective date of the grant is the date of the
Committee meeting or a subsequent date specified by the Committee at its meeting; and

pursuant to authority delegated to him by the Compensation Committee, our Chief Executive Officer typically
grants equity-based compensation to our newly-hired executives below the Senior Vice President level and other
key employees on the newly-hired employee’s first day of employment with us.
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In each of the above circumstances, the exercise price of any stock option granted is the closing market price of a
share of our common stock on the effective date of the stock option grant. In addition, the number of any RSUs is
either determined prior to the effective date of grant or is based on the closing market price of a share of our common
stock on the effective date of the RSU grant. The grants of equity-based compensation to newly-hired employees that
otherwise would have occurred between April 30, 2014 and June 12, 2015 were postponed due to our company not
being current in its filings with the SEC. Those grants were made following our company becoming current in its
SEC filings.

We do not time our release of material non-public information for the purpose of affecting the value of our executives’
compensation, nor do we time our grants of equity-based compensation to take advantage of material non-public
information. Nevertheless, our process for granting equity-based compensation (as described above) may result in
equity-based compensation, including stock options, being granted to our executives and other key employees at times
when our Board of Directors or the Compensation Committee is in possession of material non-public information
about us. This possibility is not taken into account in determining whether to make the equity-based compensation
awards or the amount or value of those awards.

Benchmarking. The Compensation Committee believes that compensation decisions are complex and from time to
time it reviews the compensation levels paid to executives in the same or similar positions at other comparator
companies. Although the Compensation Committee does not rely solely on benchmarking to determine any element of
compensation or overall compensation, the Compensation Committee has utilized compensation data in connection
with decisions regarding the competitive positioning of the Company’s compensation levels.

In setting and administering the compensation program and policies for our executives, the Committee attempts to

target:

¢ the cash portion of the compensation of our executives to the median of the range of the cash compensation
provided to executives of comparator companies, based on the dollar amount of such compensation; and

¢ the equity-based compensation of our executives not to exceed the upper quarter of the range of equity-based
compensation provided to executives of comparator companies, based on the number of shares awarded as a
percentage of the number of shares outstanding.

This is intended to result in targeting the overall total direct compensation of our executives to the upper third of the
range of compensation provided to executives of comparator companies. The Committee targets the upper third of the
range, because it believes that part of the range will help us attract and retain a higher than average level of

executive. As discussed above, however, due to our stock price in recent years, the actual equity-based compensation
and, as a result, total direct compensation of our executives has been below the targeted positioning.

For 2015 compensation determinations, the Compensation Committee did not utilize a company-specific peer group
or other detailed comparator information. The Committee reviewed information from Willis Towers Watson that
reviewed trends in executive compensation pay levels, trends in short- and long-term incentive plan design and other
executive compensation trends. That information contained data regarding the primary components of compensation
from the 2014/2015 Towers Watson CDB General Industry Executive Compensation Survey for the chief executive
officer position and aggregate top 20 highest paid executives. That survey consisted of 342 companies. Companies
used in that analysis reflected the general industry, and the Compensation Committee did not select specific
companies from among the survey participants. Data provided in the analysis reflected broad industry trends related
to executive compensation. The information also included executive compensation trends in companies in the S&P
1500.

For 2016 compensation determinations, the Compensation Committee reviewed compensation information provided
by Willis Towers Watson and contained in the 2015/2016 Towers Watson Compensation DataBank (“Towers Watson
Survey”) and the 2015 Mercer Benchmark Database Executive Compensation Survey (“Mercer Survey”). The Towers
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Watson Survey consisted of 360 companies. The Mercer Survey consisted of 252 companies. The Compensation
Committee did not select specific companies from among the survey participants. Information from the surveys was
adjusted to our company’s size by using regression analysis to reflect each executive’s scope of revenue responsibility.

Additionally, our Compensation Committee used information from proxy statements of a company-specific peer
group as a supplement to the general industry published survey data, which remains a primary data source given the
similarity in size to our company of the companies included. The proxy peer group data was primarily used for the
Chief Executive Officer and Chief Financial Officer positions, because these positions are most directly comparable to
the positions at our company. The proxy peer group companies were used for industry financial comparison purposes
and as a source of data for compensation plan design characteristics. In consultation with Willis Towers Watson, the
Compensation Committee considered the following characteristics in choosing which companies to include in the peer
group:
e U.S.-based companies that either compete with our company for market share or operate in similar industries as our
company;
e competitors for senior executive talent;
e revenue and market capitalization; and
¢ the peer groups used by others.
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As a result, the Compensation Committee reviewed proxy data obtained from proxy materials of the following 12
companies in our industry:

- American Public Education, Inc.; - Education Management Corporation;

- Apollo Education Group, Inc.; - Grand Canyon Education, Inc.;

- Bridgepoint Education, Inc.; - K12 Inc.;

- Capella Education Company; - Lincoln Educational Services Corporation;
- Career Education Corp.; - Strayer Education, Inc.; and

- DeVry, Inc.; - Universal Technical Institute, Inc.

Additional Compensation Matters.

Clawback, Stock Ownership and Hedging Policies. We do not have any policies regarding automatic adjustment or
recovery of compensation paid or awarded to our executives in the event any of the performance measures upon which
that compensation was paid or awarded are restated or adjusted, such that the compensation paid or awarded would
have been less under the restated or adjusted performance measures. The Compensation Committee is monitoring
regulatory developments with respect to compensation recoupment policies and will adopt any policies necessary or
appropriate in light of final rules to be issued by the SEC.

We do not impose any specific equity or security ownership requirements on our executives. We believe that the
equity-based compensation paid to our executives serves to align their interests with those of our shareholders.

We believe that it is improper and inappropriate for any employee or Director to engage in short-term or speculative
transactions involving our securities. We have a policy that prohibits our officers and Directors from purchasing or
selling any publicly-traded options for our securities. This includes the trading of any call or put, the writing of any
call or put, hedging or the use of collars. Further, our officers and Directors are prohibited from purchasing any
financial instruments (including without limitation prepaid variable forward contracts, equity swaps, collars and
exchange funds) that are designed to hedge or offset any decrease in the market value of equity securities granted to or
held by such person. In addition, our officers and Directors are prohibited from holding our securities in a margin
account or otherwise pledging our securities as collateral for a loan.

The Impact of Accounting and Tax Treatments on the Compensation. Section 162(m) of the IRC limits the allowable
deduction for compensation paid or accrued with respect to the chief executive officer and each of the three other most
highly compensated executive officers (other than the chief financial officer) of a publicly held corporation to no more
than $1 million per year. This limitation does not apply to compensation that meets the requirements under

Section 162(m) and the regulations promulgated thereunder for “qualified performance-based” compensation. Our
equity-based compensation plans have been approved by our shareholders and include a fixed limit on the number of
stock options that may be granted to any individual in any given year, and the exercise price is based on the fair
market value of our stock on the date of grant. As a result, any future gains that may be realized on the stock options
granted under our equity-based compensation plans should be exempt from the $1 million limit on deductible
compensation under Section 162(m). RSUs granted under our equity compensation plans, however, are subject to the
162(m) deduction limitation because the vesting of those RSUs is based on the passage of time instead of performance
conditions. Further, the Committee’s ability to maximize the tax deductibility of other forms of compensation
beginning July 1, 2011 is limited by the Incentive Compensation Prohibition, because those regulations can be
reasonably interpreted to prohibit the payment of performance-based compensation.

Section 409A of the IRC provides certain requirements for deferred compensation arrangements. Those requirements,
among other things, limit flexibility with respect to the time and form of payment of deferred compensation. If a

payment or award constitutes deferred compensation subject to Section 409A and the applicable requirements are not
satisfied, the recipient could be subject to tax on the award and all other deferred compensation of the same type, and
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an additional 20% tax and interest at the underpayment rate plus 1%, at the time the legally binding right to the

payment or award arises or, if later, when that right ceases to be subject to a substantial risk of forfeiture. Payments or
awards under our plans and arrangements either are intended to not constitute “deferred compensation” for Section 409A
purposes (and will thereby be exempt from Section 409A’s requirements) or, if they constitute “deferred compensation,”
are intended to comply with the Section 409A statutory provisions and final regulations.
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Compensation Committee Report

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis required by
Item 402(b) of Regulation S-K under the Exchange Act with our management. Based on that review and discussions,
the Compensation Committee recommended to our Board of Directors that the Compensation Discussion and
Analysis be included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2015 and in our
Proxy Statement for our 2016 Annual Meeting of Shareholders for filing with the U.S. Securities and Exchange
Commission.

Compensation
Committee

C. David Brown
John F. Cozzi
Thomas I.
Morgan, Chair
Samuel L. Odle

Compensation-Related Risk Assessment

Our Compensation Committee conducted an assessment of the risks related to our compensation policies and practices
in January 2016. In conducting this assessment, the Compensation Committee noted several features of our
compensation programs that reduce the likelihood of excessive risk-taking, including the following:
® We have established internal controls, enterprise risk management and a compliance program to discourage and
identify any excessive risk-taking by our employees.
e There is a balanced mix of cash, equity, annual and longer-term components in the compensation program for our
executives.
e While our short-term compensation element is based on certain management objectives for a particular year:

the maximum short-term compensation percentage is capped at 200% of the standard short-term percentage of our
executives’ annualized base salary, to protect against disproportionately large shorter-term incentives;
the Compensation Committee has substantial discretion on which to base the actual amount of the short-term
compensation payments, including the ability to consider and reduce a payment amount if the Committee
determines that an executive caused us to incur unnecessary or excessive risk;
the management objectives include many different business objectives that are company-wide objectives, as
opposed to individual objectives, which encourage decision-making that is in the best long-term interests of our
company and shareholders; and

¢ the management objectives are not unreasonable or clearly unattainable without excessive risk-taking.
A significant portion of our executives’ total compensation consists of equity-based long-term awards, most of
which vest over a period of three years, which encourages our executives to focus on sustaining our long-term
interests. The equity grants are also made annually, so executives always have unvested awards that could decrease
in value if our business is not managed for the long term.
Some of our non-executive employees are eligible to receive equity awards. For those non-executive employees
who are eligible to receive equity awards, the equity awards encourage those employees to focus on our long-term
interests.

Based on these factors, the Compensation Committee believes that our compensation policies and practices encourage

behaviors that are aligned with our long-term interests, and that numerous factors, such as the lack of
performance-related incentives, dissuade our employees from taking risks for short-term gain. As a result, the
Compensation Committee determined that any risks arising from our compensation policies and practices are not
reasonably likely to have a material adverse effect on us.
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The following table sets forth information regarding the compensation of the Named Executive Officers for each of

our last three completed fiscal years.

Name and
Principal
Position
(a)
Kevin M.
Modany
Chief
Executive
Officer

Rocco F.

Tarasi, III (9)
Executive

Vice President,

Chief Financial

Officer

Daniel M.
Fitzpatrick
Former

Executive Vice

President,

Chief Financial

Officer

John E. Dean
(10)

Executive
Chairman

Eugene W.
Feichtner
President
and Chief
Operating
Officer

Ryan L. Roney
11

Year
(b)
2015
2014

2013
2015

2014
2013

2015
2014
2013

2015
2014

2015
2014

2013

2015
2014

Summary Compensation Table for Fiscal Years 2015, 2014 and 2013

Stock

Option

Non-Equity

Incentive Plan

Salary (1) Bonus (2) Awards (3) Awards(4) Compensation(5)

(©) (e)
$824,076 $ 0% 0
$821,380 $ 0% 785813
$798,596 $ 0$ 543,094
$221,450 $ 0% 61,049
$220,725 $ 0% 62865
$210,219 $ 0% 43448
$276,548 $ 0% 33,143
$410,652 $100,000 $ 188,595
$391,915 $ 0$ 130,343
$575,000 $ 0S$ 0
$309,726 $ 0 $1,000,002
$391,168 $ 0% 38,666
$318,366 $ 0% 125,730
$309,535 $ 0$ 86,895
$360,000 $ 0$ 39,128
$174,575 $ 0 $ 0

®
$ 0
$788,750

$572,500

$ 18,250
$ 63,100
$ 45,800

$ 54,750
$189,300
$137,400

©@ o
o

$ 63,875
$126,200

$ 91,600

$ 64,634
$ 0

(2)
$ 515,048
$ 721,067

$1,000,093

$ 77,854
$ 96,884
$ 134,375

112,348
234,325
325,000

@ LH P

©& &~

174,999
245,000

&L L

$ 232,581

146,250
102,375

©~ &~

Change in Pension

Value and Non-

qualified Deferred

Compensation
Earnings (6)

(h)

$ 5,022
$11,908

$ 3,011

$
$
$

@ LH L

“@ &L

0
0
0

oS O O

=)

$ 9,009
$93,530

$ 214

“@ &L

=)

All Other

Compensation(7)

(1)
$ 35,199 .
$ 65,714

$ 55,333 .
$ 10,591

$ 14,331 .
$ 12,610 -

$226,230
$ 13,792 .
$ 19,468

$ 5971
$ 221

$ 12,111
$ 11,088

$ 10,949

$ 69,308
$ 70,479
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Executive
Vice President,
Chief
Administrative
and Legal
Officer

(1) Amounts shown represent the dollar value of base salary earned during each of the years indicated. For Mr. Dean,
the amount shown for 2014 consists of: (i) $75,000, which is the dollar value of the annual retainer that he received
in early 2014 as a non-employee Director of ours in 2014; and (ii) $234,726, which is the base salary that he earned
in 2014 following his appointment as the Executive Chairman of the Board on August 4, 2014. Mr. Dean elected
to receive payment of his annual retainer in shares of our common stock, and to defer receipt of those shares,
pursuant to the ESI Non-Employee Directors Deferred Compensation Plan (the “Directors Deferred Compensation
Plan”). See “—Director Compensation—Directors Deferred Compensation Plan.”

(2) Amounts shown represent the dollar value of discretionary bonus amounts earned in the stated year. Under
Item 402(a) of Regulation S-K under the Exchange Act, any bonus award that is paid above the amounts earned by
the Named Executive Officer under, or that is otherwise paid to the Named Executive Officer without regard to,
pre-established targets is to be reported in this column. The amounts earned under pre-established targets are
reported in column (g), “Non-Equity Incentive Plan Compensation,” of the Summary Compensation Table. The
amount shown for Mr. Fitzpatrick in 2014 represents a discretionary bonus payment made to him in recognition of
his significant efforts and time spent on company matters in 2014, which was in addition to the amount paid to him
under the short-term compensation element of the executive compensation program for 2014, shown in the
“Non-Equity Incentive Plan Compensation” column.

(3) Amounts shown represent the aggregate grant date fair value, computed in accordance with ASC 718, of all awards
of RSUs granted to the Named Executive Officer in the year indicated. To determine the grant date fair value of
RSU awards, we use the closing market price of a share of our common stock on the effective date of the RSU
award. The amounts ultimately realized by the Named Executive Officers from the RSU awards will depend on the
price of our common stock in the future and may be quite different from the values shown. For Mr. Dean, the
amount shown includes the aggregate grant date fair value of the award of RSUs granted to him on August 4, 2014,
but does not include the amount of the 2014 Director annual retainer paid in early 2014 that Mr. Dean elected to
receive in the form of shares of our common stock. That amount is included in column (c) of the table, and the fair
value of such common stock was $74,984.

(4) Amounts shown represent the aggregate grant date fair value, computed in accordance with ASC 718, of all awards
of stock options granted to the Named Executive Officer in the year indicated. The option awards relate solely to
shares of our common stock. None of the Named Executive Officers has received any stock appreciation rights
(“SARSs”) from us. We did not adjust or amend the exercise price of any options previously awarded to any of the
Named Executive Officers, whether through amendment, cancellation or replacement grants, or any other means
(such as a repricing), or otherwise materially modify such awards, during any of the years indicated. We used a
binomial option pricing model to determine the grant date fair value of the stock options granted in each of the
years indicated, which takes into account the variables defined below:
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e “Volatility” is a statistical measure of the extent to which the stock price is expected to fluctuate during a period and
combines our historical stock price volatility and the implied volatility as measured by actively traded stock
options.

e “Expected life” is the weighted average period that those stock options are expected to remain outstanding, based on
the historical patterns of our stock option exercises, as adjusted to reflect the current position-level demographics of
the stock option grantees.

e “Risk-free interest rate” is based on interest rates for terms that are similar to the expected life of the stock options.

¢ “Dividend yield” is based on our historical and expected future dividend payment practices.

The following table sets forth the assumptions supporting those variables that were used to determine the values
reported with respect to the stock options granted to the Named Executive Officers in each of the years indicated:

Assumptions Associated with
Stock Options Granted In
2015 2014 2013
Volatility  107% 55% 60%
Expected
life (in
years) 4.7 4.7 4.6
Risk-free
interest rate  1.6% 1.3% 0.7%
Dividend
yield None None None

The amounts ultimately realized by the Named Executive Officers from the option awards will depend on the price
of our common stock in the future and may be quite different from the values shown.

(5) Amounts shown represent the dollar value of all amounts earned for services performed during each of the years
indicated pursuant to awards under non-equity incentive plans. There were no earnings on any outstanding
non-equity incentive plan awards during any of the years indicated. The amounts reported in this column consist of
amounts earned under the short-term compensation element of our executive compensation, based on the
management objectives for that year, and paid in the following year. Under Item 402(a) of Regulation S-K under
the Exchange Act, our short-term compensation element is defined to be non-equity incentive plan compensation,
instead of bonus compensation, to the extent that the outcome with respect to the relevant targets under our
management objectives was substantially uncertain at the time the targets were established by the Compensation
Committee and communicated to the participants. As a result, our short-term compensation element is intended to
serve as an incentive to obtain results over a specified fiscal year, which caused it to be reported in this
column. Due to changes in positions or contemplated positions in 2015, certain modifications were made during
2015 related to the short-term compensation element for Messrs. Modany, Tarasi and Fitzpatrick, as described in “—
Compensation Discussion and Analysis — Compensation Elements — 2015 Compensation — Short-Term
Compensation.” Those modifications were made at a time when the outcomes related to the 2015 Management
Objectives were still substantially uncertain. No changes were made to the 2015 Management Objectives
applicable to any of the Named Executive Officers. The amount shown in 2014 for Mr. Feichtner was based on his
base salary rate as of February 9, 2015, instead of December 31, 2014 as initially contemplated, due to the fact that
his base salary increase in connection with his appointment as our President and Chief Operating Officer in August
2014 was only delayed to February 2015 instead of being effective in August 2014 as a result of the Incentive
Compensation Prohibition related to the number of permitted salary increases in a year. No changes were made to
the 2014 Management Objectives applicable to Mr. Feichtner or any other Named Executive Officer. Amounts
shown in this column include any portion of the award that may have been deferred by the Named Executive
Officers under the Deferred Bonus Plan. See “— Nonqualified Deferred Compensation Plans — Deferred Bonus Plan.”

(6) Amounts shown consist of:

82



Edgar Filing: ITT EDUCATIONAL SERVICES INC - Form DEF 14A

e the aggregate change in actuarial present value of the Named Executive Officer’s accumulated benefit on an
annualized basis under all defined benefit and actuarial pension plans (including supplemental plans) from
December 31 of the prior completed fiscal year to December 31 of the covered fiscal year, except that with respect
to the 2013 aggregate change in actuarial present value for all Named Executive Officer participants, that aggregate
change was a negative number (see table below), and therefore in accordance with the SEC rule, that negative
change is not included in the amount reported in this column or in the “Total” column; and

¢ the above-market or preferential earnings on compensation that is deferred on a basis that is not tax-qualified,
including such earnings on nonqualified defined contribution plans.
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The aggregate change in actuarial present value of the Named Executive Officer’s accumulated benefit on an
annualized basis under each of the following plans is presented in the table below:
¢ the Retirement Plan for Salaried Employees of ITT Corporation (the “Old Pension Plan”), a non-contributory defined
benefit pension plan;
¢ the ESI Pension Plan, a cash balance defined benefit plan; and
¢ the ESI Excess Pension Plan, an unfunded, nonqualified retirement plan.

See “— Pension Plans.”
ESI Excess
ESI Pension Plan Pension Plan
Old Pension Plan Aggregate Change Aggregate Change
Aggregate Change in Present Value in Present Value

Named in Present Value of of of

Executive Accumulated Accumulated Accumulated

Officer Benefit Benefit Benefit Total
Kevin M.

Modany

2015 $ 0 $ 686 $ 83 3% 1,571
2014 $ 0 $ 4,024 $ 5,188 % 9,212
2013 $ 0 $(1,612) $(2,078) $ (3,690)
Rocco F.

Tarasi, III

2015 $ 0 $ 0 $ 0% 0
2014 $ 0 $ 0 $ 0% 0
2013 $ 0 $ 0 $ 0% 0
Daniel M.

Fitzpatrick

2015 $ 0 $ 0 $ 0$ 0
2014 $ 0 $ 0 $ 0$ 0
2013 $ 0 $ 0 $ 08$ 0
John E.

Dean

2015 $ 0 $ 0 $ 0% 0
2014 $ 0 $ 0 $ 0$ 0
Eugene W.

Feichtner

2015 $ (7,227) $12,862 $3,129 $§ 8,764
2014 $ 78,018 $12,312 $3,008 $ 93,338
2013 $(36,285) $11,788 $2,893 $(21,604)
Ryan L.

Roney

2015 $ 0 $ 0 $ 0% 0
2014 $ 0 $ 0 $ 0% 0

In addition, the above-market or preferential earnings on compensation that is deferred on a basis that is not
tax-qualified for the benefit of the Named Executive Officers under the ESI Excess Savings Plan, an

unfunded, nonqualified retirement plan are specified in the table below. There were no above-market or preferential
earnings on compensation that is deferred on a basis that is not tax-qualified for the benefit of the Named Executive
Officers under the Deferred Bonus Plan, an unfunded, nonqualified deferred compensation plan, in 2015, 2014 or
2013. See “— Nonqualified Deferred Compensation Plans.”
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Named ESI Excess Savings Plan
Executive Above-Market or
Officer Preferential E
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