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RADNOR, PENNSYLVANIA

April [  ], 2010

Dear Fellow Shareholder:

You are cordially invited to attend our Annual Meeting of Shareholders scheduled for Thursday, May 27, 2010, at
9:00 a.m., local time, at the Ritz-Carlton Hotel, 10 Avenue of the Arts, Philadelphia, Pennsylvania 19102.  Our Board
of Directors and management team look forward to greeting you.

The notice of meeting and proxy statement describe the matters to be acted upon at the Annual Meeting of
Shareholders.  Please review these documents carefully.

This year we have mailed many of our shareholders a notice of internet availability instead of a paper copy of our
proxy statement and our 2009 annual report to shareholders.  The notice of internet availability contains instructions
on how shareholders can access these documents over the internet as well as how shareholders can receive a paper or
e-mail copy of our proxy materials including our proxy statement, our 2009 annual report to shareholders and a proxy
card form.  We believe electronic delivery will allow us to provide our shareholders with the information they need,
while lowering the costs of the delivery of the materials and reducing the environmental impact of printing and
mailing paper copies.

It is important that you vote your shares of our stock, by either attending the Annual Meeting and voting in person, or
voting as promptly as possible by proxy, through the use of a proxy card, via telephone or over the internet.

On behalf of the entire Board of Directors, thank you for your continued support.

Sincerely,

William H. Cunningham
Chairman of the Board
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LINCOLN NATIONAL CORPORATION
RADNOR, PENNSYLVANIA

NOTICE OF
ANNUAL MEETING OF SHAREHOLDERS

April [  ], 2010

The Annual Meeting of Shareholders of Lincoln National Corporation will be held on Thursday, May 27, 2010, at
9:00 a.m., local time, at the Ritz-Carlton Hotel, 10 Avenue of the Arts, Philadelphia, Pennsylvania 19102.

The items of business are:

1.  to elect four directors for three-year terms expiring at the 2013 Annual Meeting;
2.  to ratify the appointment of Ernst & Young LLP, as independent registered public accounting firm for 2010;

3.  to approve an amendment to the Amended and Restated Articles of Incorporation to provide for election of
directors by majority vote;

4.  to approve an advisory proposal on the Company’s Executive Compensation; and
5.  to consider and act upon such other matters as may properly come before the meeting.

You have the right to receive this notice and vote at the Annual Meeting of Shareholders if you were a shareholder of
record at the close of business on March 22, 2010.  Please remember that your shares cannot be voted unless you cast
your votes by one of the following methods: (1) sign and return a proxy card; (2) vote via telephone; (3) vote via the
internet; (4) vote in person at the Annual Meeting; or (5) make other arrangements to vote your shares.

For the Board of Directors,

Charles A. Brawley, III
Vice President, Associate General Counsel &
Secretary
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LINCOLN NATIONAL CORPORATION
150 N. RADNOR CHESTER ROAD
RADNOR, PENNSYLVANIA 19087

PROXY STATEMENT
Annual Meeting of Shareholders

May 27, 2010

The Board of Directors of Lincoln National Corporation (the “Company,” “Corporation,” “we,” “our,” or “us”) is soliciting
proxies in connection with the proposals to be voted on at the Annual Meeting of Shareholders scheduled for May 27,
2010 (the “Annual Meeting”).  The Annual Meeting will be held at the Ritz-Carlton Hotel, 10 Avenue of the Arts,
Philadelphia, Pennsylvania 19102, beginning at 9 a.m. local time.  This proxy statement and a proxy card or a notice
of internet availability were first sent to our shareholders on or about April [  ], 2010.  Whenever we refer in this
Proxy Statement to the “Annual Meeting,” we are also referring to any meeting that results from an adjournment of the
Annual Meeting.

GENERAL INFORMATION

What proposals are being voted on at the Annual Meeting?

At the Annual Meeting, shareholders are being asked to vote upon the following items
of business:

1.    to elect four directors for three-year terms expiring in 2013;
2.    to ratify the appointment of Ernst & Young LLP as independent registered public
accounting firm
       for 2010;
3.    to approve an amendment to the Amended and Restated Articles of Incorporation
to provide for
       election of directors by majority vote;
4.    to approve an advisory proposal on the Company’s Executive Compensation; and
5.    to consider and act upon such other matters as may properly come before the
meeting.

Why did some shareholders receive a one-page notice in the mail regarding the internet availability of proxy materials
this year instead of a full set of the printed proxy materials?

In accordance with the rules and regulations of the Securities and Exchange Commission, or the SEC, instead of
mailing a printed copy of our proxy materials to each shareholder of record, we may furnish proxy materials by
providing access to those documents on the internet.  Most shareholders received a notice of internet availability (the
“Notice”) containing instructions as to how to access and review all of the proxy materials on the internet.  The Notice
also contains instructions on how shareholders can request a paper copy of our proxy materials including our proxy
statement, our 2009 annual report to shareholders and a proxy card form.  The Notice also instructs shareholders how
to submit their proxy on the internet.  If shareholders receiving on the Notice would like to receive paper or e-mail
copies of our proxy materials, you should follow the instructions in the Notice for requesting those materials.  To
ensure timely delivery of such proxy materials prior to the Annual Meeting shareholders should make such request by
May __, 2010.
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Who is entitled to vote at the Annual Meeting?

Only shareholders of record at the close of business on March 22, 2010, the record date for the meeting, are entitled to
vote at the Annual Meeting.  As of the record date, we had 3__,___,___ shares of common stock and 1_,___ shares of
$3.00 cumulative convertible preferred stock, series A, issued, outstanding and entitled to vote at the Annual
Meeting.  You are entitled to one vote for each share of common stock and each share of preferred stock you
own.  The number of shares you own (and may vote) is listed on the proxy card.

What constitutes a quorum?

A majority of all outstanding shares entitled to vote at the Annual Meeting constitutes a quorum, which is the
minimum number of shares that must be present or represented by proxy at the Annual Meeting in order to transact

1
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business.  Subject to the rules regarding the votes necessary to adopt the proposals discussed below, abstentions and
broker non-votes will be counted for purposes of determining whether a quorum is present.  Generally, “broker
non-votes” occur when brokerage firms return proxies for which no voting instructions have been received from
beneficial owners and the broker does not have discretionary authority to vote on the proposal.  Once a share is
represented for any purpose at the Annual Meeting, it will be deemed present for quorum purposes for the remainder
of the meeting (including any meeting resulting from an adjournment of the Annual Meeting, unless a new record date
is set).

How do I vote?

1.  In person.  If you are a shareholder of record, you may attend the Annual Meeting and vote your shares or send a
personal representative with an appropriate proxy.

If you own your shares in “street name” (i.e., through a broker-dealer or other financial institution) and you want to vote
at the Annual Meeting, you will need to obtain a proxy card from the institution that holds your shares and present that
card at the Annual Meeting.

If you own share equivalents through the Lincoln National Corporation Common Stock fund of the Lincoln National
Corporation Employees’ Savings and Retirement Plan or The Lincoln National Life Insurance Company Agents’
Savings and Profit-Sharing Plan, all of which are 401(k) plans, you cannot vote at the Annual Meeting.  Instructions
on voting these share equivalents are described in more detail below.

If you own share equivalents through the Delaware Management Holdings, Inc. Employee Savings and 401(k) Plan,
please contact your plan administrator for voting instructions.

You can obtain directions to attend the Annual Meeting and vote in person by contacting Shareholder Services at
1-800-237-2920 or shareholderservices@lfg.com.

2.  By Mail.  Mark, date, sign and mail the proxy card in the prepaid envelope the Company has provided you if you
received a paper copy of the proxy materials.  If you return the proxy card but do not mark your voting preference, the
individuals named as proxies will, to the extent permissible, vote your shares in accordance with the description of
each item in this proxy statement.  With respect to any other matter that properly comes before the Annual Meeting,
the individuals named as proxies will, to the extent permissible, vote all proxies in the manner they perceive to be in
our best interests.

3.  By Telephone or Internet.  If you are a shareholder of record, you may submit your proxy with voting instructions
by telephone if you are calling within the United States, Canada or Puerto Rico.  If you are a shareholder of record,
you may also submit your proxy through the internet by visiting the website listed on the proxy card or Notice.

If you hold your shares in “street name,” please check your proxy card, or contact your broker, nominee, fiduciary or
other custodian to determine if you will be able to vote by telephone or internet.

If you choose to submit your proxy with voting instructions by telephone or through the internet, you will be required
to provide your assigned control number noted on the enclosed proxy card before your proxy will be accepted.  In
addition to the instructions that appear on the proxy card, step-by-step instructions will be provided by recorded
telephone message or at the designated website on the internet.

Can I revoke my proxy and change my vote after I vote my proxy?
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Yes.  You may revoke your proxy or change your vote at any time prior to the Annual Meeting by: (1) sending our
Corporate Secretary a written revocation; (2) submitting a new proxy by mail, telephone or internet; or (3) attending
the Annual Meeting and voting your shares in person.

How do I vote my 401(k) and/or dividend reinvestment plan shares?

If you have invested in the Lincoln National Corporation Common Stock fund of the Lincoln National Corporation
Employees’ Savings and Retirement Plan or The Lincoln National Life Insurance Company Agents’ Savings and
Profit-Sharing Plan, the proxy/voting instruction card, when executed and returned by you, will instruct the trustee of
your plan how to vote the shares of common stock allocated to the plans.  If our stock books contain identical account
information regarding common stock that you own directly and common stock that you have an interest in

2
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through one or more of those plans, you will receive a single proxy/voting instruction card representing all shares
owned by you.  If you participate in one of these plans and do not return a proxy/voting instruction card by 11:59 p.m.
(E.D.T.) on May 24, 2010, the trustee of the plans will vote the shares in your account in proportion to shares held by
the plans for which voting instructions have been received.

If you participate in our dividend reinvestment plan, your proxy/voting instruction card(s) will also include your
shares of common stock allocated to your accounts in that plan.  To vote your shares in those plans, you must return
your proxy/voting instruction card(s) or submit your voting instructions by telephone or over the internet as instructed
on your proxy/voting instruction card(s).

If you own our shares through an employee benefit plan other than those plans mentioned above, including the
Delaware Management Holdings, Inc. Employee Savings and 401(k) Plan, you should contact the administrator of
your plan if you have questions regarding how to vote your shares.

What vote is required to approve each item?

A plurality of the votes cast is required for the election of directors (Item 1), which means that the director nominees
receiving the highest number of votes will fill the open director seats.  We do not have cumulative voting for directors.

With respect to the remaining items of business, the ratification of the independent registered public accounting firm
(Item 2), the approval of an amendment to the Amended and Restated Articles of Incorporation (Item 3) and advisory
proposal on Executive Compensation (Item 4), these proposals will be approved if more shares are cast in favor of a
proposal than against it.  For this purpose, abstentions and, if applicable, broker non-votes are not counted as votes
cast.

If any other matters are properly presented at the meeting, a particular proposal will be approved if the number of
votes cast in favor of the proposal exceeds the number of votes cast against the proposal.

Who may solicit proxies?

Our directors, officers and employees as well as Georgeson Shareholder may solicit proxies on behalf of the Board in
person or by mail, telephone, fax and other electronic means.

Who pays for the costs of soliciting proxies?

We will pay the cost of soliciting proxies. Our directors, officers and employees will receive no additional
compensation for soliciting proxies.  We will reimburse certain brokerage firms, banks, custodians and other
fiduciaries for the reasonable mailing and other expenses they incur in forwarding proxy materials to the beneficial
owners of stock that those brokerage firms, banks, custodians and fiduciaries hold of record.  As noted above, we have
retained Georgeson Shareholder to solicit proxies.  We will pay Georgeson a fee of $13,000, plus reasonable
expenses, for these services.

3
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SECURITY OWNERSHIP

Security Ownership of More than 5% Beneficial Owners

We have two classes of equity securities: common stock and preferred stock.  The following table shows the names of
persons known by us to beneficially own more than 5% of our common stock as of December 31, 2009.  We know of
no one who owns more than 5% of our $3.00 cumulative convertible preferred stock, series A.  The United States
Department of the Treasury owns all outstanding shares of our fixed rate cumulative perpetual preferred stock, series
B which is non-voting stock.

SECURITY OWNERSHIP
OF CERTAIN  BENEFICIAL OWNERS

AS OF DECEMBER 31, 2009

TITLE
OF CLASS

NAME AND ADDRESS
OF BENEFICIAL OWNER

AMOUNT AND NATURE
OF BENEFICIAL
OWNERSHIP

PERCENT OF CLASS

Common Stock
FMR LLC

82 Devonshire Street
Boston, MA  02109

20,426,738 6.76%

Common Stock
BlackRock Inc.

40 East 52nd Street
New York, NY  10022

16,540,814 5.48%

The information set forth in this table is based solely on our review of Schedules 13G filed with the Securities and
Exchange Commission, or SEC, and as of the date set forth above.  We do not have information regarding the
foregoing share position after December 31, 2009.  Information regarding the amount and nature of beneficial
ownership is to the best of our knowledge.

Security Ownership of Directors, Nominees and Executive Officers

The following table shows the number of shares of common stock and stock units (i.e., non-transferable, non-voting
“phantom” units, the value of which is the same as the value of the corresponding number of shares of common stock)
beneficially owned on December 31, 2009, by each director, nominee for director and “Named Executive Officer,”
individually, and by all directors and executive officers as a group.  As of December 31, 2009, none of the persons
listed in the table owned any shares of our preferred stock.

Whenever we refer in this Proxy Statement to the Named Executive Officers, or NEOs, we are referring to those
executive officers that we are required to identify in the Summary Compensation Table on page 48.
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SECURITY OWNERSHIP OF DIRECTORS, NOMINEES AND EXECUTIVE OFFICERS
AS OF MARCH 1, 2010

NAME

AMOUNT OF
LNC

COMMON
STOCK AND
NATURE OF
BENEFICIAL
OWNERSHIP1

PERCENT
OF CLASS

LNC STOCK
UNITS2

TOTAL OF
LNC

COMMON
STOCK AND

STOCK
UNITS

TOTAL
PERCENT

OF
CLASS

William J. Avery 34,007 * 18,044 52,051 *
Patrick P. Coyne 47,582 * 5,249 52,831 *

Frederick J. Crawford 235,000 * 3,817 238,817 *
William H. Cunningham 66,893 * 25,290 92,183 *

Wilford H. Fuller 25,751 * 139 25,890 *
Dennis R. Glass 1,669,252 * 28,535 1,697,787 *

George W. Henderson,
III 66,261 * 32,178 98,439 *

Eric G. Johnson 35,182 * 27,459 62,641 *
Gary C. Kelly -- * 275 275 *
Mark E. Konen 346,262 * -- 346,262 *

M. Leanne Lachman 38,929 * 37,040 75,969 *
Michael F. Mee 25,882 * 27,333 53,215 *
William P. Payne 76,704 * 16,234 92,938 *
Patrick S. Pittard 73,668 * 18,250 91,918 *

David A. Stonecipher 1,375,631 * 4,389 1,380,020 *
Isaiah Tidwell 26,611 * 8,928 35,539 *

All Directors and
Executive

Officers as a group –20
persons 4,755,987 1.55% 254,265 5,010,252 1.64%

_________________________________
* Each of these amounts represents less than 1% of the outstanding shares of our common stock as of March 1, 2010.

1.  The number of shares that each person named in this table has a right to acquire within 60 days of March 1, 2010 is
as follows:  Mr. Avery, 22,581 shares; Mr. Coyne, who ceased to be an executive officer of the Company on January
4, 2010 after the sale of our subsidiary, Delware Management Holdings, Inc., had 33,758 shares as of that date; Mr.
Crawford, 162,464 shares; Mr. Cunningham, 65,655 shares; Mr. Fuller, 22,104 shares; Mr. Glass, 1,453,159 shares;
Mr. Henderson, 65,655 shares; Mr. Johnson, 28,581 shares; Mr. Kelly, 0 shares; Mr. Konen, 296,112 shares; Ms.
Lachman, 28,581 shares; Mr. Mee, 25,581; Mr. Payne, 65,655 shares; Mr. Pittard, 65,655 shares; Mr. Stonecipher,
913,319 shares; and Mr. Tidwell, 26,521 shares.  In addition, the shares listed above include restricted stock of which
the following persons have sole voting power (and no investment power):  Mr. Coyne, 5,360 shares; Mr. Crawford,
5,958 shares; Mr. Glass, 52,047 shares; and Mr. Konen, 5,303 shares.  Mr. Konen’s shares include 441 shares for his
son for which he is a custodian.  Mr. Stonecipher’s shares include 381,499 shares held in a trust and 12,677 owned by
his spouse.  Finally, Mr. Stonecipher’s shares include 24,974 shares that are held by the Stoneypeak Foundation of
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which Mr. Stonecipher is a trustee, and with respect to which, he does not have a pecuniary interest.

2.  LNC Stock Units are non-voting, non-transferable phantom stock units that track the economic performance of our
common stock.

5
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GOVERNANCE OF THE COMPANY

Our Board of Directors consists of 12 members.  Eleven directors are non-employees, or outside directors, and the
Board has determined that all 11 are independent as discussed below.

Board Leadership Structure

We separate the roles of CEO and Chairman of the Board in recognition of the differences between the two roles.  The
CEO is responsible for setting the strategic direction for the Company and the day-to-day leadership and performance
of the Company, while the Chairman of the Board provides guidance and sets the agenda for Board meetings and
presides over meetings of the full Board.  In May 2009, independent director William H. Cunningham became the
non-executive chairman of the Board.  Mr. Cunningham is not an officer of LNC.  In addition to the duties described
above, Mr. Cunningham acts as the key liaison between the Board and management and helps set the agendas for
Board Committee meetings.  As chairman, Mr. Cunningham also has the authority to call special meetings of the
Board.

Our Corporate Governance Guidelines

Listed below are what we believe are some, but not all, of the more significant aspects of our Corporate Governance
Guidelines.  A full text of our Corporate Governance Guidelines is available on our website at
www.lincolnfinancial.com.

•  A majority of our Board, including the nominees for director, must at all times be independent under the applicable
New York Stock Exchange, or NYSE, listing standards as determined under the guidelines for determining the
independence of directors.  Director independence is discussed further below.

•  The independent directors must meet in executive session at least once a year and may meet at such other times as
they may desire.  The outside directors meet in connection with each regularly scheduled Board meeting and at
such other times as they may desire.  Mr. Cunningham, a director and our non-executive chairman, presides over
the meeting(s) of independent directors and the outside directors.

•  The Board has, among other Committees, an Audit Committee, Compensation Committee and Corporate
Governance Committee.  Only independent directors may serve on each of these committees, and all of the
directors serving on those Committees are independent under applicable NYSE listing standards and our Corporate
Governance Guidelines.

•  Outside directors are not permitted to serve on more than five boards of public companies in addition to our Board,
and independent directors who are chief executive officers of publicly held companies may not serve on more than
two boards of public companies in addition to our Board.  Inside directors are not permitted to serve on more than
two boards of public companies in addition to our Board.

•  The written charters of the standing Committees of the Board are reviewed not less than annually.  The charters of
the Audit, Compensation and Corporate Governance Committees comply with the NYSE’s listing standards.  The
charters are available on our website at www.lincolnfinancial.com.

•  We have Corporate Governance Guidelines that likewise comply with the NYSE’s listing standards.  The Corporate
Governance Guidelines are available on our website at www.lincolnfinancial.com.

•  We have a Code of Conduct that is available on our website at www.lincolnfinancial.com.  The Code of Conduct
comprises our “code of ethics” for purposes of Item 406 of Regulation S-K under the Securities Exchange Act of
1934, as amended, or the Exchange Act, and our “code of business conduct and ethics” for purposes of the NYSE
listing standards.  We intend to disclose amendments to or waivers from a required provision of the code by
including such information on our website at www.lincolnfinancial.com.

•  
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Committee chairs serve a minimum of three years and a maximum of six years, unless those limitations are
shortened or extended by the Board.

•  We have a mandatory retirement age of 72 for outside directors.
•  The Board conducts a review of the performance of the Board and its Committees each year.

•  Τηε Χορπορατε Γοϖερνανχε Χοµµιττεε ισ ρεσπονσιβλε φορ ινδιϖιδυαλ διρεχτορ ασσεσσµεντσ ανδ
οβταινσ ινπυτ φορ συχη ασσεσσµεντσ φροµ αλλ Βοαρδ µεµβερσ οτηερ τηαν τηε διρεχτορ βεινγ
ασσεσσεδ.  Τηεσε ασσεσσµεντσ, ινχλυδινγ χονφιδεντιαλ φεεδβαχκ το τηε διρεχτορ, ωιλλ βε χοµπλετεδ ατ
λεαστ ονε     ψεαρ πριορ το α διρεχτορ�σ αντιχιπατεδ νοµινατιον φορ α νεω τερµ.

6
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•  The Board conducts an annual CEO performance evaluation.  The non-executive chairman of the Board conducts a
meeting of the outside directors to discuss the evaluation and communicates the results to the CEO.

•  The Board reviews the annual succession planning report from the CEO, including the position of CEO as well as
other executive officers.

•  The Board, Audit Committee, Compensation Committee, Corporate Governance Committee, Executive Committee
and Finance Committee each have authority to retain legal counsel or any other consultant or expert without
notification to, or prior approval of, management.

•  Directors are required to submit their resignation from the Board upon changing their occupational status, and the
Corporate Governance Committee, with input from the CEO, makes a recommendation to the Board regarding
acceptance of such resignation.

•  Directors are required to achieve share ownership of three times the cash portion of their annual retainer within five
years of election to the Board, and based on the December 31, 2009 closing price of our common stock of $24.88,
our directors are in compliance with such requirements.

•  We will pay the reasonable expenses for each director to attend at least one continuing education program per year.
•  We have a director orientation program for new directors, and all directors are invited to attend orientation
programs when they are offered.

• We will not make any personal loans or extensions of credit to directors or executive officers.
• The Corporate Governance Committee must re-evaluate the Corporate Governance Guidelines each year.

Director Independence

Our common stock is traded on the NYSE.  NYSE listing standards and our Corporate Governance Guidelines require
that a majority of our directors meet the criteria for independence as set forth in the NYSE listing standards.  The
NYSE listing standards provide that in order to be considered independent, the Board must determine that a director
has no material relationship with us other than as a director.  The Board has adopted standards to assist it in
determining whether its members have such a material relationship with us.  These standards, which are part of our
Corporate Governance Guidelines, are discussed below and can be found on our website at www.lincolnfinancial.com.

The Corporate Governance Committee and the Board have reviewed the independence of each Board member,
including the nominees for director at the Annual Meeting, considering the standards set forth in our Corporate
Governance Guidelines (which include the NYSE standards for independence).  As a result of this review, the Board
affirmatively determined that directors Avery, Cunningham, Henderson, Johnson, Kelly, Lachman, Mee, Payne,
Pittard, Stonecipher and Tidwell are independent because they have none of the following material relationships with
us (either directly or as a partner, shareholder or officer of an organization that has a material relationship with us):

•  is or was an employee, or whose immediate family member is or was an executive officer, of us or our subsidiaries
during the three years prior to the independence determination;

•  has received, or whose immediate family member received, from us, during any 12-month period within the three
years prior to the independence determination, more than $120,000 in direct compensation, other than director and
committee fees and pension or other forms of deferred compensation for prior service (provided such compensation
is not contingent in any way on continued service);

•  (1) is, or an immediate family member is, a current partner of our external or internal auditor (to the extent the
internal auditor is a third-party); (2) is a current employee of such a firm; (3) has an immediate family member who
is a current employee of such a firm and who personally works on our audit; or (4) was, or who has an immediate
family member that was, within the three years prior to the independence determination (but is no longer) a partner
or employee of such a firm and personally worked on our audit within that time;
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•  is or was employed, or whose immediate family member is or was employed, as an executive officer of another
company where any of our present executives served at the same time on that company’s compensation committee
within the three years prior to the independence determination;

•  is or was an executive officer or an employee, or whose immediate family member is or was an executive officer, of
a company that makes payments to, or receives payments from, us for property or services in an
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amount which, in any single fiscal year, exceeds the greater of $1 million or 2% of such other company’s consolidated
gross revenues within the three years prior to the independence determination;

•  is an executive officer of a not-for-profit organization to which we or the Lincoln Financial Foundation, Inc.’s
annual discretionary contributions exceed the greater of $1 million or 2% of the organization’s latest publicly
available total annual revenues; and

•  has any other material relationship with us (either directly or as a partner, shareholder or officer of an organization
that has a relationship with us, including any contributions we made to a charitable organization of which the
director serves as an executive officer).

The Board of Directors also has determined that the following relationships are not material and do not impair a
director’s independence:

•  a director’s, or a director’s immediate family member’s, purchase or ownership of an insurance, annuity,
mutual fund or other product from us, or use of our financial services, all on terms and conditions
substantially similar to those generally available to other similarly situated third parties in arm’s-length
transactions and does not otherwise violate the criteria listed above;

•  a director’s membership in the same professional association, or the same social, fraternal or religious organization
or club, as one of our executive officers or other directors;

•  a director’s current or prior attendance at the same educational institution as one of our executive officers or other
directors;

•  a director’s service on the board of directors of another public company on which one of our executive officers or
directors also serves as a director, except for prohibited compensation committee interlocks; and

•  a director’s employment by another public company whose independent registered public accounting firm is the
same as ours.

In addition, a director who is also a member of our Audit Committee must meet the following additional requirements
regarding independence as required by Rule 10A-3(b)(1)(ii) under the Exchange Act:

1. A director is not independent if he or she accepts, directly or indirectly, any consulting, advisory or other
compensatory fee from us or any of our subsidiaries, other than the receipt of fixed amounts of compensation under a
retirement plan (including deferred compensation) for prior service with us or any of our subsidiaries (provided that
such compensation is not contingent in any way on continued service).

2.  A director is not independent if he or she is an “affiliated person” (as defined in Rule 10A-3(e)(1) under the
Exchange Act) of us or any of our subsidiaries.

Finally, the Board determined that those directors who are members of the Audit, Corporate Governance and
Compensation Committees are likewise independent of our management and us under our Corporate Governance
Guidelines and the SEC and NYSE rules, as applicable.

In conducting its independence review discussed above, the Board considered, among other things, transactions and
relationships between each outside director or any member of his or her immediate family and us or our subsidiaries
and affiliates.  In making these determinations, the Board considered that in the ordinary course of business,
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transactions occur between us and companies at which some of our directors are or have been directors, employees or
officers.  In each case, the amount of transactions with these companies in each of the last three years did not reach the
thresholds set forth in the standards.  Mr. Cunningham is a professor at and employee of The University of Texas with
which we engage in ordinary course of business transactions, namely, providing a 403(b) investment product.  These
transactions were on terms that are substantially equivalent to those prevailing at the time for comparable transactions,
and none reached the threshold levels set forth in our standards.
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Under our standards, discretionary contributions to not-for-profit organizations to which a director serves as an
executive officer of the lesser of $1 million or 2% of the organization’s latest publicly available total annual revenues
will not impair the director’s independence.  None of the directors are executive officers of the not-for-profit
organizations to which we or the Lincoln Financial Foundation, Inc. made contributions during 2009.

Director Nomination Process

The Corporate Governance Committee of the Board, which is composed solely of independent directors, is
responsible for (1) assisting the Board by identifying individuals qualified to become Board members,
(2) recommending to the Board the director nominees for the next annual meeting of shareholders and (3) evaluating
the competencies appropriate for the Board and identifying missing or under-represented competencies.  Our
Corporate Governance Guidelines provide that the Board itself should be responsible, in fact as well as procedure, for
selecting its own members.

The Corporate Governance Committee does not have any specific minimum qualifications that must be met by a
nominee.  However, its charter provides that “[I]n nominating candidates, the Committee shall take into consideration
such factors as it deems appropriate.  These factors may include judgment, skill, diversity, experience, the extent to
which the candidate’s experience complements the experience of other Board members and the extent to which the
candidate would be a desirable addition to the Board and any Committees of the Board.  The Committee may consider
candidates proposed by management, but is not required to do so.”

The Corporate Governance Committee identifies nominees by first evaluating the current members of the Board
willing to continue in service.  The Corporate Governance Committee begins by reviewing the individual director
assessments of existing directors who are being considered for re-nomination. Current members of the Board who
have skills and experience that are relevant to our business, who are willing to continue to serve and whose director
assessment indicates the director has performed well during the most recent term are considered for re-nomination.  If
any member of the Board being considered for re-nomination does not wish to serve or if the Corporate Governance
Committee decides not to re-nominate a given member, the Corporate Governance Committee identifies the desired
skills and experience that a potential new nominee should possess.  The Corporate Governance Committee also
considers whether it is necessary or desirable that the nominee be considered independent under the NYSE listing
standards, and, if so, whether the individual meets the standards for independence. The Corporate Governance
Committee may, but is not required to, retain an outside firm to assist in the identification and evaluation of potential
nominees.

The Corporate Governance Committee is responsible for reviewing with the Board the appropriate skills and
characteristics required of Board members in the context of the current make-up of the Board.  This assessment
includes integrity, business acumen, age, experience, professional accomplishments, skills such as an understanding of
marketing, finance, accounting, regulation and public policy, their international background, and a commitment to our
shared values, etc. – all in the context of an assessment of the perceived needs of the Board at a given point in
time.   Our Corporate Governance Guidelines also specify that diversity should be considered by the Corporate
Governance Committee in the director nomination process.  The Committee seeks nominees with a broad diversity of
backgrounds, experience, professions, education and differences in viewpoints and skills.  The Corporate Governance
Committee does not have a formal policy with respect to diversity; however, the Board and the Corporate Governance
Committee believe that the backgrounds and qualifications of the directors, considered as a group, should provide a
significant mix of experience, knowledge and abilities that will allow the Board to fulfill its responsibilities.

The Board has delegated the process of screening potential nominees who are not current directors to the Corporate
Governance Committee with input from the CEO.  In connection with the evaluation of a new nominee, the Corporate
Governance Committee determines whether it should interview the nominee, and, if warranted, one or more members
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of the Corporate Governance Committee would interview the nominee.  Upon completing the evaluation and the
interview, the Corporate Governance Committee makes a recommendation to the Board as to whether to nominate the
director nominee.

Although the Corporate Governance Committee does not solicit shareholder recommendations regarding director
nominees to be proposed by the Board, it will consider such recommendations if they are made in accordance with the
procedures set forth in Article I, Section 11 of our Bylaws, which is set forth in Exhibit 2 to this Proxy Statement and
discussed beginning on page 68 of this Proxy Statement under the heading “Shareholder Proposals.”  If the Corporate
Governance Committee determines that such a nominee should be considered as a director, it will

9
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recommend the nominee to the Board.  The Board may accept or reject the proposed nominee.  There are no
differences in the manner in which the Corporate Governance Committee evaluates nominees for director based on
whether the nominee is recommended by a shareholder.

Director Qualifications

The following paragraphs provide information as of the date of this proxy statement regarding the particular
experience, qualifications, attributes or skills that led our Board to the conclusion that each of the persons listed below
should serve as a director for the Company.  Each director brings a strong and unique background and set of skills to
the Board, giving the Board as a whole competence, diversity and experience in a wide variety of areas.  We believe
all of our directors have integrity and honesty and adhere to high ethical standards.  They have each demonstrated
business acumen and an ability to exercise sound judgment, as well as a commitment of service to the Company and
our Board.

Mr. Avery, the former President, CEO and Chairman of the Board of Crown, Cork & Seal (now Crown Holdings,
Inc.), brings a wealth of experience in driving strategic direction and leading organizational growth through his tenure
as the chief executive officer of this international publicly traded packaging company.  Mr. Avery qualifies as an “audit
committee financial expert” under the SEC guidelines.  In addition to his years of service on our Board, previously, he
served for over 10 years on the board and audit committee of Rohm and Hass Company, a diversified chemical
company.

Mr. Cunningham has substantial experience in accounting, finance and corporate governance serving as a professor
for more than 30 years at the University of Texas.  Mr. Cunningham also has significant experience in heading a large
public institution from serving as the chancellor and chief executive officer of the University of Texas, a large state
owned university.  Further, Mr. Cunningham has and continues to serve on the board of a number of public
companies.  This includes over 20 years of experience in our industry through his service on the board of directors of
Jefferson-Pilot Corporation, a public insurance company that was merged into one of our wholly-owned subsidiaries
in 2006.  In addition, Mr. Cunningham has a Ph.D. in business administration.

Having held executive level positions in the insurance and investment industries for nearly 30 years, Mr. Glass brings
a deep knowledge of our industry, our competitors and our products to his role as a director.  An experienced and
seasoned executive, Mr. Glass has served as our President since 2006, and our Chief Executive Officer and a member
of our Board since 2007.  Prior to the merger, he was the President and CEO and a Director of Jefferson-Pilot
Corporation since 2004.  Mr. Glass’s background also includes senior executive experience in financial accounting and
reporting as well as serving as the Chairman of the Board of the American Council of Life Insurers.

Mr. Henderson, the former CEO and Chairman of the Board of Burlington Industries, has substantial executive
leadership skills and management experience as the senior executive of a public company.  Mr. Henderson’s
background includes substantial experience with international operations and accounting and financial reporting.  In
addition to our Board, Mr. Henderson serves on the board of Bassett Furniture Industries, Inc., a public company.

Since 1997, Mr. Johnson has served as the President and CEO of a private company that manufactures products for
the food service industry.  In this role, Mr. Johnson has developed extensive executive management skills, expertise in
corporate strategy development and execution, as well as experience in mergers and acquisitions.  Mr. Johnson was
also the CEO of a public company giving him an understanding of finance and reporting requirements.

Mr. Kelly currently serves as the Chairman of the Board, President and CEO of Southwest Airlines, the fifth largest
airline in the U.S., and one well known for its commitment to customer service.  Prior to becoming the CEO of
Southwest, Mr. Kelly held a number of senior level positions within the organization, including as CFO, through
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which he has substantial expertise in finance, accounting and financial reporting.  Prior to joining Southwest, Mr.
Kelly served as a CPA for a public auditing firm.  Mr. Kelly brings knowledge of the customer experience to the
Board as well.

Ms. Lachman serves as president of a real estate consultancy firm and is an Executive in Residence at Columbia
Graduate School of Business.  Through her career she has served in executive level positions, including as the chief
executive officer for a number of different companies.  In addition, Ms. Lachman has an extensive background in real
estate analysis, investment management and development.  In 25 years of service as a director of our Company, she
has acquired a deep understanding of our business, our organization and our industry.  In addition to her service on
our Board, she is also on the board, audit committee and compensation committee (which she chairs) of Liberty
Property Trust, a public real estate investment trust.
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Mr. Mee brings significant public accounting and financial reporting skills from his experience as the chief financial
officer at a number of public companies, including Bristol-Myers Squibb, Co., Wang Laboratories and Monsanto
Co.  In addition to his management experience and leadership skills as a senior executive officer, Mr. Mee has also
developed expertise in corporate strategy development and international operations while with these companies.  In
addition to serving on our Board, Mr. Mee also serves on the board of Ferro Corporation, a public global materials
producer.

Having served in an executive management role for the past ten years with an investment banking and asset
management firm, Mr. Payne has developed extensive experience and financial expertise in providing strategic
advisory services to complex organizations.  In addition to his financial and investment experience, Mr. Payne has
experience as an attorney in mergers and acquisitions.  Mr. Payne brings an interdisciplinary set of skills to the
Board.  Mr. Payne has also served on the board of a number of public companies, including Cousins Properties, Inc.,
Anheuser Busch, Inc. and Crown Crafts, Inc.

Mr. Pittard, as the former chairman, president and CEO of Heidrick & Struggles International, Inc., one of the largest
publicly traded global recruiting firms, brings his insights as a senior executive along with his understanding of
executive compensation matters and experience in driving strategic organizational growth.  More recently, Mr. Pittard
has served on the faculty of the Terry Business School at the University of Georgia.  In addition to serving on our
Board, Mr. Pittard has also served on the boards of other public companies, including Artisan Funds and CBeyond,
Inc.

Mr. Stonecipher provides substantial understanding, knowledge and insight into our business and our industry through
his experience as the former chairman, president and CEO of Jefferson-Pilot Corporation.  In addition to his
experience as a CEO, Mr. Stonecipher brings significant experience in finance, accounting, financial reporting, risk
assessment and mergers and acquisitions to the Board.  In addition to serving on our Board, Mr. Stonecipher served on
the board of Bassett Furniture Industries.

Over his 32 year career with Wachovia Bank, Mr. Tidwell developed extensive experience in banking, investments
and wealth management.  In addition to serving on our Board, Mr. Tidwell has also served for a number of years on
the boards of other public companies, including Lance, Inc. and Ruddick Corporation.  Through this experience, Mr.
Tidwell has also developed knowledge of risk assessment practices and a significant understanding of finance and
accounting principles.

Communications with Directors

The Board provides a process for interested persons to send communications to the Board or to the outside directors of
the Board.  Interested persons with information pertaining to any possible violation of our Code of Conduct, or
concerns or complaints pertaining to our accounting, internal accounting controls or audit or other concerns are invited
to communicate this information to the outside members of the Board of Directors at:

The Outside Directors
Lincoln National Corporation
150 N. Radnor Chester Road
Radnor, PA  19087
Attention:  Office of the Corporate Secretary
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All complaints and concerns will be received and processed by the Corporate Secretary.  Relevant and appropriate
complaints and concerns will be referred to our Board’s non-executive Chairman of the Board.  You may report your
concerns anonymously and/or confidentially.  If you choose to report your concerns anonymously, we will be unable
to contact you in the event we require further information in the course of our investigation.  If you choose to report
your concerns confidentially, we cannot guarantee absolute confidentiality.  In certain circumstances, it would be
impossible to conduct a thorough investigation without revealing your identity.  No retaliatory action will be taken
against employees who raise any concern in good faith.

11
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Director Attendance at 2009 Annual Meeting

The Board does not have a formal policy regarding attendance by Board members at our Annual Meeting of
Shareholders, but directors are encouraged to attend the Annual Meeting of Shareholders.  All of our directors
attended the 2009 Annual Meeting of Shareholders.

THE BOARD OF DIRECTORS AND COMMITTEES

Our Board is currently composed of 12 members.  The members of the Board, including Board nominees, their
relevant term of office and certain biographical information are set forth below under “Item 1 – Election of
Directors.”  Compensation of our directors is discussed below under “Compensation of Directors.”

During 2009, the Board met eight times.  All directors attended 75% or more of the aggregate of (1) the total number
of meetings of the Board and (2) the total number of meetings held by committees on which he or she served.

Board’s Role in Risk Oversight

Enterprise risk management is an integral part of our business processes.  We have a chief risk officer who has
responsibility for enterprise risk management.  The Board has delegated the regular oversight of our risk management
efforts to the Audit Committee.  The Audit Committee receives regular reports from members of senior management
on areas of material risk to the Company, including operational, financial, legal and regulatory, and strategic and
competitive risks.  After the Audit Committee receives the report, the Chairman of the Audit Committee reports on the
discussion to the full Board during the Committee reports portion of the next Board meeting. This enables the Board
and its Committees to coordinate the risk oversight role, particularly with respect to risk interrelationships.   We
believe that our current leadership structure supports the Board’s oversight role.

 Board Committees

The Board currently has six standing committees:  the Audit Committee, the Compensation Committee, the Corporate
Governance Committee, the Executive Committee, the Finance Committee and the Committee on Corporate
Action.  The following table lists the Directors who currently serve on the Committees and the number of meetings
held for each Committee during 2009.  The Audit, Compensation, Corporate Governance and Finance Committees
each conduct a self-evaluation of their respective committee’s performance each year.

Current Committee Membership and Meetings Held During 2009
(C=Chair     M=Member)

Name
Audit Compensation

Corporate
Governance Executive Finance

Corporate
Action1

William J. Avery M M
William H. Cunningham M C
Dennis R. Glass M C
George W. Henderson, III M M
Eric G. Johnson M M C
Gary C. Kelly M
M. Leanne Lachman C
Michael F. Mee M M M
William P. Payne C M
Patrick S. Pittard C
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David A. Stonecipher M M
Isaiah Tidwell M M
Number of Meetings in
2009: 9 11 4

0
7 --

1 The Committee on Corporate Action takes action by the unanimous written consent of the member of that
Committee, and eight such actions were taken in 2009.

The functions and responsibilities of the standing committees of our Board are described below.
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Audit Committee

The primary function of the Audit Committee is oversight, including risk oversight.  The principal functions of the
Audit Committee include:

•  assist the Board of Directors in its oversight of (1) the integrity of our financial statements, (2) our compliance with
legal and regulatory requirements, (3) the independent auditor’s qualifications and independence, (4) the
performance of our general auditor and independent auditor and (5) the Corporation’s policies and processes for risk
assessment and risk management;

•  select, evaluate and replace the independent auditors, and approve all engagements of the independent auditors;
•  review significant financial reporting issues and practices;

•  discuss our annual consolidated financial statements and quarterly “management discussion and analysis of financial
condition and results of operations” included in our SEC filings and annual report to shareholders, if applicable;

•  inquire about significant risks and exposures, if any, and review and assess the steps taken to monitor and manage
such risks;

•  review and discuss the risk policies and procedures adopted by management and the implementation of these
policies;

•  review the qualifications and background of senior risk officers;
•  establish procedures for the receipt, retention and treatment of complaints regarding accounting, internal auditing
controls or auditing matters, and for the confidential, anonymous submission by our employees of concerns
regarding questionable accounting or auditing matters;

•  report the Committee’s activities to the Board on a regular basis and make any recommendations as the Committee
deems appropriate;

•  consult with management before the appointment or replacement of the internal auditor; and
•  prepare the report required to be prepared by the Audit Committee pursuant to the rules of the SEC for inclusion in
our annual proxy statement.

The Board has determined that William J. Avery is an “audit committee financial expert” as defined under Item 407 of
Regulation S-K under the Exchange Act.  Mr. Avery is an independent director under applicable SEC rules, NYSE
listing standards and our Corporate Governance Guidelines.  The Audit Committee has authority to obtain advice and
assistance from internal or external legal, accounting or other advisors.  The Board has adopted a written charter for
the Audit Committee, a copy of which is available on our website at www.lincolnfinancial.com.

More information concerning the Audit Committee, including the Audit Committee Report, is set forth below under
“Ratification of the Appointment of the Independent Registered Public Accounting Firm” beginning on page 21.

Compensation Committee

The principal functions of the Compensation Committee include:

•  establish, in consultation with senior management, our general compensation philosophy;
•  review and confer on the selection and development of executive officers and key personnel;

•  review and approve corporate goals and objectives relevant to the compensation of the chief executive officer,
evaluate the chief executive officer’s performance in light of these goals and set the chief executive officer’s
compensation level based on this evaluation;

•  ensure that the compensation programs for the CEO, CFO, and the Corporation’s most highly compensated
executive officers exclude incentives to take unnecessary and excessive risks that threaten the reputation of the
Corporation;
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•  ensure that the compensation programs for all of the Corporation’s employees do not encourage the manipulation of
earnings reported by the Corporation;

•  review and recommend to the Board for approval candidates for chief executive officer;
•  review and approve all compensation strategies, policies and programs that encompass total remuneration of our
executive officers and key personnel;

•  make recommendations to the Board regarding incentive compensation and equity-based plans, and approve all
grants and awards under such plans to executive officers;
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•  approve employment and severance agreements for executive officers;
•  approve employee benefit and executive compensation plans and programs and changes to such plans and
programs, if the present value cost of each plan or change to a plan will not exceed $20 million for the next five
calendar years after their effectiveness; and

•  report the Committee’s activities to the Board on a regular basis and make any recommendations as the Committee
deems appropriate.

A copy of the Compensation Committee Charter is available on our website at www.lincolnfinancial.com.  The
Compensation Committee has the authority to retain and terminate compensation consultants and to approve any
compensation consultant’s fees and terms of retention and to obtain advice and assistance from internal or external
legal, accounting or other advisors.  More information concerning the Compensation Committee, including the role of
Towers Perrin, the compensation consultant retained by the Compensation Committee during 2009, and our executive
officers in determining or recommending the amount or form of executive compensation is set forth under
“Compensation Processes and Procedures” on page 24 below, and in the “Compensation Discussion & Analysis”
beginning on page 26 below.

Corporate Governance Committee

The principal functions of the Corporate Governance Committee include:

•  identify individuals qualified to become Board members;
•  subject to our Bylaws, recommend to the Board nominees for director (including those recommended by
shareholders in accordance with our Bylaws) and for Board Committees;

•  take a leadership role in shaping our corporate governance and recommend to the Board the corporate governance
principles applicable to us;

•  develop and recommend to the Board standards for determining the independence of directors;
•  recommend to the Board an overall compensation program for directors;

•  make recommendations to the Board regarding the size of the Board and the size, structure and function of Board
Committees;

•  assist in the evaluation of the Board and be responsible for the evaluation of individual directors;
•  report the Committee’s activities to the Board on a regular basis and make any recommendations as the Committee
deems appropriate; and

•  recommend to the Board such additional actions related to corporate governance as the Committee deems
advisable.

The Corporate Governance Committee has the authority to retain and terminate search firms and to approve any
search firm’s fees and terms of retention and to obtain advice and assistance from internal or external legal, accounting
or other advisors.  A copy of the Corporate Governance Committee Charter is available on our website at
www.lincolnfinancial.com.

Executive Committee

The Executive Committee meets at such times as it determines to be appropriate and has the authority to act for the
Board in the management and direction of the business and affairs of the Company during intervals between Board
meetings, except for those matters which are expressly delegated to another committee or the full Board.  The
Executive Committee will report to the Board of Directors any actions taken by the Committee as soon as practicable.

Finance Committee
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The principal functions of the Finance Committee include:

•  review and provide guidance to senior management with respect to our annual three-year financial plan;
•  review and provide guidance to senior management with respect to our capital structure, including reviewing and
approving (within guidelines established by the Board) issuance of securities by us or any of our affiliates,
reviewing and approving significant “off balance sheet” transactions and reviewing and recommending changes, if
necessary, to our dividend and share repurchase strategies;

•  review our overall credit quality and credit ratings strategy;
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•  review and provide guidance to senior management with respect to our reinsurance strategies;
•  review and provide guidance to senior management with respect to proposed mergers, acquisitions, divestitures,
joint ventures and other strategic investments;

•  review the general account and approve our investment policies, strategies and guidelines;
•  review our hedging program and the policies and procedures governing the use of financial instruments including
derivative instruments;

•  review the adequacy of the funding of our qualified pension plans, including significant actuarial assumptions,
investment policies and performance; and

•  report the Committee’s activities to the Board on a regular basis and make any recommendations as the Committee
deems appropriate.

The Finance Committee has authority to obtain advice and assistance from internal or external legal, accounting or
other advisors.  A copy of the Finance Committee Charter is available on our website at www.lincolnfinancial.com.

Committee on Corporate Action

Within limits now or hereafter specified by the Board and, in some cases, the Finance Committee, the principal
functions of the Committee on Corporate Action include:

•  determine the pricing of the securities offered from our shelf registration statement (including the interest rate,
dividend rate, distribution rate or contract adjustment payments, as applicable, the conversion ratio or settlement
rate, as applicable, the price at which such securities will be sold to the underwriters, the underwriting discounts,
commissions and reallowances relating thereto and the price at which such securities will be sold to the public);

•  approve, as necessary, the underwriting agreement, security and other transaction documents relating to the offering
and sale of the securities under our shelf registration statement; and

•  elect certain classes of our officers as the Board may determine by resolution.

ITEM 1 - ELECTION OF DIRECTORS

Our Board is currently composed of 12 members and is divided into three classes.  Directors elected at the Annual
Meeting are elected for three-year terms.  William H. Cunningham has served as our non-executive chairman since
2009, and a director since 2006.  The Board of Directors is authorized under our Bylaws to fill a vacancy in the class
of directors or reduce the size of the Board without seeking shareholder approval.

Nominees For Director

Unless you direct otherwise or specifically indicate that you are withholding authority to vote for one or more of the
nominees on the proxy you complete, your proxy will be voted for the Board’s nominees for terms expiring at the 2013
Annual Meeting or until their successors are duly elected and qualified.  All of the nominees are current directors of
LNC.  All nominees have agreed to serve on the Board if they are elected.  If any nominee is unable (or for whatever
reason declines) to serve as a director at the time of the Annual Meeting, proxies may be voted for the election of a
qualified substitute nominee selected by the Board.
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Nominees for a Term Expiring at the 2013 Annual Meeting

William J. Avery
Director since 2002
Age 69

Principal Occupation and Business Experience:
Retired Executive. Chairman of the Board and Chief Executive
Officer of Crown Cork & Seal Company, Inc., a manufacturer
of packaging products for consumer goods (1990 – 2001).

public and investment Company Directorships:
Director of Rohm & Haas (1997 – 2009).

William H. Cunningham
Director since 2006
Age 66

Principal Occupation and Business Experience:
Professor at The University of Texas at Austin (2000 – Present).

Public and Investment Company Directorships:
Director of Hayes Lemmerz International, Inc. (2003 – 2009);
Hicks Acquisition Company I, Inc. (2007 – 2009); Introgen
Therapeutics, Inc. (2000 – 2009); Jefferson-Pilot Corporation
(1986 – 2006); John Hancock Mutual Funds (1986 – Present);
LIN Television (2002 – 2007, 2009 – Present); Resolute Energy
Corporation (2009 – Present); and Southwest Airlines Co. (2000 –
Present).

William Porter Payne
Director since 2006
Age 62

Principal Occupation and Business Experience:
Managing Director, Broadpoint Gleacher Securities Group,
investment banking and asset management firm (2009 –
present); Partner, Gleacher Partners Inc., investment banking
and asset management firm (2000 – 2009, which in 2009 merged
to form Broadpoint Gleacher Securities Group).

Public and Investment Company Directorships:
Director of Anheuser Busch, Inc. (1997 – 2008); Cousins
Properties, Inc. (1996 – Present); Crown Crafts, Inc. (2001 –
2006); and Jefferson-Pilot Corporation (1993 – 2006).
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Patrick S. Pittard
Director since 2006
Age 64

Principal Occupation and Business Experience
Distinguished Executive in Residence at the Terry Business School, University of Georgia
(2002 – Present).  Chairman, President and Chief Executive Officer of Heidrick & Struggles
International, Inc., a global provider of senior level executive search and leadership
development services (1983 – 2001).

Public and Investment Company Directorships:
Director of Artisan Funds (2001 – Present); CBeyond, Inc. (2007 – 2009); and Jefferson-Pilot
Corporation (1986 – 2006).

The Board of Directors recommends a vote FOR each of the nominees.
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Directors Continuing In Office

The identity of, and certain biographical information relating to, the directors who will continue in office after the
Annual Meeting are set forth below.

Continuing in Office for a Term Expiring at the 2011 Annual Meeting

Dennis R. Glass
Director since 2006
Age 60

Principal Occupation and Business Experience:
President and Chief Executive Officer of Lincoln National Corporation (2007 –
Present).  President and Chief Operating Officer of Lincoln National Corporation (2006 –
2007).  President and Chief Executive Officer of Jefferson-Pilot Corporation (2004 –
2006).  President and Chief Operating Officer of Jefferson-Pilot Corporation (2001 – 2004).

Public and Investment Company Directorships:
Jefferson-Pilot Corporation (2004 – 2006).
Gary C. Kelly
Director since 2009
Age 55

Principal Occupation and Business Experience:
Chairman of the Board, President (2008 – Present) and Chief
Executive Officer of Southwest Airlines, Co. (2004 – Present);
its Executive Vice President & Chief Financial Officer (2001 –
2004); its Vice President Finance & Chief Financial Officer
(1989 – 2001); and its Controller (1986 – 1989).

Public and Investment Company Directorships:
Southwest Airlines (2004 – Present); and Jefferson-Pilot
Corporation (2005 – 2006);
Michael F. Mee
Director since 2001
Age 67

Principal Occupation and Business Experience:
Retired Executive.  Executive Vice President and Chief
Financial Officer of Bristol-Myers Squibb Company, a
pharmaceutical and related health care products company
(March 1994 – April 2001).

Public and Investment Company Directorships:
Director of Ferro Corporation (2001 – Present).

Edgar Filing: LINCOLN NATIONAL CORP - Form PRE 14A

37



17

Edgar Filing: LINCOLN NATIONAL CORP - Form PRE 14A

38



David A. Stonecipher
Director since 2006
Age 68

Principal Occupation and Business Experience
Retired Executive.  Non-executive Chairman of the Board of Jefferson-Pilot
Corporation (March 2004 – April 2006).  Director, Chairman of the Board, Chief
Executive Officer of Jefferson-Pilot Corporation (March 1993 – February 2004).

 Public and Investment Company Directorships:
Director of Bassett Furniture Industries (2001 – 2006); and Jefferson-Pilot
Corporation (1993 – 2006).

Continuing in Office for a Term Expiring at the 2012 Annual Meeting

George W. Henderson, III
Director since 2006
Age 61

Principal Occupation and Business Experience:
Retired Executive.  Chairman and Chief Executive Officer of
Burlington Industries, Inc., a manufacturer of textile products
(1995 – 2003).  (Burlington filed for bankruptcy protection under
Chapter 11 in late 2001 to transition and modify its business
model in the highly competitive textile business).

Public and Investment Company Directorships:
Director of Bassett Furniture Industries, Inc. (2004 – Present);
Jefferson-Pilot Corporation (1995 – 2006); and Propex Fabrics,
Inc. (2004 – 2007).

Eric G. Johnson
director since 1998
age 59

Principal Occupation and Business Experience
President and Chief Executive Officer of Baldwin Richardson
Foods Company, a manufacturer of dessert products and liquid
condiments for retail and the food service industry (December
1997 – present).
public and investment company directorships:
None.
M. Leanne Lachman
Director since 1985
Age 67
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Principal Occupation and Business Experience:
President of Lachman Associates LLC, an independent real
estate consultant and investment advisor (October 2003 –
Present).  Secretary of G.L. Realty Investors, Inc., a real estate
investment company (April 2004 – Present).
Public and Investment Company Directorships:
Director of Liberty Property Trust (1994 – Present).
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Isaiah Tidwell
Director since 2006
Age 65
Principal Occupation and Business Experience:
Retired Executive.  Executive Vice President and Georgia
Wealth Management Director, Wachovia Bank, N.A., a
diversified commercial banking organization (2001 – 2005).

Public and Investment Company Directorships
Director of Lance, Inc. (1995 – Present); Jefferson-Pilot
Corporation (2005 – 2006); and Ruddick Corporation (1999 –
Present).

COMPENSATION OF DIRECTORS

The Board of Directors adheres to the following guidelines in establishing outside director compensation:

•  A substantial portion of each outside director’s compensation is to be paid in shares of our common stock or stock
units based on our common stock;

•  In order to avoid the appearance of employee-like tenure or compromised independence, our outside directors are
not currently eligible for defined benefit pensions; and

•  Outside directors are expected to own shares of our common stock, or stock units based on our common stock, at
least equal in value to three times the cash portion of their annual retainer (3 x $86,000) within five years of first
being elected (33% of vested options are counted toward this requirement).

Our outside directors receive an annual retainer of $172,000, excluding any fees received for holding the position of
non-executive Chairman of the Board or a committee chair.  Current total compensation consists of an annual retainer
of $86,000 in cash, $43,000 in deferred stock units and $43,000 in stock options.  Directors may also elect to defer the
cash component of their annual retainer into various “phantom” investment options, including the Lincoln National
Corporation stock unit account option, available under the Lincoln National Corporation Deferred Compensation Plan
for Non-Employee Directors.  The investment options are the same as those offered under our 401(k) plan for
employees.  Amounts notionally invested into “phantom” investment options are credited with earnings or losses as if
the deferred amounts had been actually invested in either our common stock (payable only in stock), or in any of the
available investment options.  All amounts deferred under the Lincoln National Corporation Deferred Compensation
Plan for Non-Employee Directors are payable only upon the Non-Employee Director's retirement or resignation from
the Board.

In addition, our non-executive Chairman of the Board receives an additional $200,000 annual retainer payable in
deferred stock units.  Committee chairs receive an annual retainer of $10,000, except the chair of the Audit
Committee.  The chair of the Audit Committee receives an annual retainer of $20,000, and each other Audit
Committee member receives an annual retainer fee of $5,000.  No Board or Committee meeting fees are paid for
regularly scheduled meetings.
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Mr. Stonecipher receives non-qualified retirement payments in the form of a monthly life annuity of $72,705 with a
10-year guaranteed period and life insurance coverage of $850,000 under his prior employment agreement with
Jefferson-Pilot, which was filed as Exhibit 10(i) to the Jefferson-Pilot Form 10-K for the year ended December 31,
2002.

The Corporate Governance Committee has discretion to recommend to the Board additional compensation ($1,100 per
meeting) for meetings in addition to the regularly scheduled Board or Committee meetings.  Finally, outside directors
who are also directors of Lincoln Life & Annuity Company of New York, (“LLANY”), our indirect, wholly owned
subsidiary, receive an annual retainer of $15,000 and $1,100 for each Board and Committee meeting of LLANY
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that they attend.  For 2009, these outside directors of LLANY, who received such fees, were Mr. Barrett, Mr.
Henderson, Ms. Lachman and Mr. Pittard.

We also provide financial planning services to non-employee Directors with a value not to exceed $20,000 for an
initial financial plan, and $10,000 for annual updates.  A Lincoln Financial Network financial planner must provide
the financial planning services to be eligible for reimbursement.  We also allow non-employee directors to participate
in certain of our health and welfare benefits including our self-insured medical and dental plans as well as life
insurance and accidental death and dismemberment coverages.  The participating non-employee director is responsible
for all of the premiums for the coverage.  Finally, directors are eligible to participate in the Lincoln Financial
Foundation, Inc. matching charitable gift program.

The table below contains information about the compensation paid to outside directors during the fiscal year ended
December 31, 2009.

COMPENSATION OF DIRECTORS      

Fees Earned 
or Paid in Stock Option All Other
Cash1 Awards2 Awards3 Compensation Total

Name* ($) ($) ($) ($) ($)

William J. Avery 91,000 43,000 43,004 10,0004 187,004
J. Patrick Barrett 37,757 88,788 12,868 -- 139,413
William H.
Cunningham 89,709 170,473 43,004 10,0005 313,186

George W.
Henderson, III 110,400 43,000 43,004 -- 196,404

Eric G. Johnson 96,000 43,000 43,004 -- 182,004
Gary C. Kelly 14,460 6,833 6,844 -- 28,137
M. Leanne
Lachman 125,400 43,000 43,004 8,0005 219,404

Michael F. Mee 86,000 43,000 43,004 15,0005 187,004
William Porter

Payne 96,000 43,000 43,004 -- 182,004

Patrick S. Pittard 111,719 43,000 43,004 15,0004,5 212,723
David A.
Stonecipher 86,000 43,000 43,004 10,0005 182,004

Isaiah Tidwell 91,000 43,000 43,004 9,2505 186,254

* Mr. Glass, an employee-director, does not receive any director compensation.

1.  As described above, $43,000 of the annual retainer of $172,000 in 2009 was paid in deferred stock units under the
Deferred Compensation Plan for Non-Employee Directors, which are reported in the Stock Awards column.  In
accordance with our Corporate Governance Guidelines, Mr. Barrett retired from the Board of Directors in May
2009.  Mr. Cunningham received an additional $127,473 in deferred stock units for serving as non-executive
Chairman of the Board since May 2009.  The outside directors could elect to defer additional retainer and fees in the
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Deferred Compensation Plan.  In 2009, Mr. Barrett and Mr. Mee elected to defer 100% of their cash fees, and Mr.
Henderson and Mr. Tidwell elected to defer 50% and 80% of their respective cash fees.  The fees shown also include
any fees that an outside director was paid or earned for service on the Board of Lincoln Life & Annuity Company of
New York, our indirect, wholly owned subsidiary.

2.  Represents the grant date fair value of the portion of each Director’s annual retainer that was paid in deferred stock
units.  The fair values of these awards were determined in accordance with Financial Accounting Standards Board
(FASB) Accounting Standards Codification (ASC) Topic 718, Stock Compensation (formerly, FASB Statement
123R).  The assumptions made in calculating the grant date fair value of stock and option awards are set forth in Note
20 of the Notes to the Consolidated Financial Statements, included in Item 8 of the Form 10-K for the year ended
December 31, 2009.Stock awards consist of the deferred stock units reported in the Stock Awards column above and
phantom units awarded under the Directors’ Value Sharing Plan, which was terminated as of July 1, 2004 and include
accrued dividend equivalents, which are automatically deemed reinvested in additional phantom units of our common
stock.  At December 31, 2009, the vested stock units beneficially owned by the directors were: Mr. Avery, 18,037;
Mr. Cunningham, 25,280; Mr. Henderson, 32,165; Mr. Johnson, 27,448; Mr. Kelly 275; Ms. Lachman, 37,025; Mr.
Mee, 27,323; Mr. Payne, 16,228;
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Mr. Pittard, 18,243; Mr. Stonecipher, 4,387; and Mr. Tidwell, 8,924.

3.  Represents the grant date fair value of the portion of each Director’s annual retainer that was paid in option
awards.  At December 31, 2009, the number of unexercised stock options held by each of the directors was:  Mr.
Avery, 22,581; Mr. Cunningham, 73,834; Mr. Henderson, 73,834; Mr. Johnson, 28,581; Mr. Kelly 441; Ms. Lachman,
28,581; Mr. Mee, 25,581; Mr. Payne, 73,834; Mr. Pittard, 73,834; Mr. Stonecipher, 913,319; and Mr. Tidwell,
26,521.  The options held by Messrs. Cunningham, Henderson, Payne, Pittard, Stonecipher and Tidwell include
former options for Jefferson-Pilot Corporation common stock, which were converted into options for our common
stock in connection with our merger with Jefferson-Pilot.

4.  These amounts include: the provision of financial planning services with a Lincoln Financial Network advisor with
an aggregate incremental cost to us of $10,000 for both Mr. Avery and Mr. Pittard.

5.  Directors are eligible to participate in the Lincoln Financial Foundation, Inc. matching charitable gift program,
which matches contributions to various non-profit entities.  These amounts reflect matching contributions, except for
Mr. Pittard for whom the matching contribution amount was $5,000.

ITEM 2 - RATIFICATION OF THE APPOINTMENT OF
THE INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

On February 22, 2010, our Audit Committee appointed Ernst & Young LLP as our independent registered public
accounting firm for the year ending December 31, 2010.  We have engaged this firm and its predecessors in this
capacity continuously since 1968.  Although not required, we request that you ratify this appointment.  If you do not
ratify this appointment, the Audit Committee may reconsider its appointment.  Even if you do ratify this appointment,
the Audit Committee is empowered to terminate Ernst & Young LLP and select and retain another independent
registered public accounting firm at any time during the year.

Representatives of Ernst & Young LLP will be present at the Annual Meeting.  They will be given the opportunity to
make a statement, if they so desire, and will be available to respond to appropriate questions relating to the audit of
our audited consolidated financial statements for the year ended December 31, 2009.

The Board of Directors recommends a vote FOR the ratification of Ernst & Young LLP as our independent registered
public accounting firm for 2010.

Independent Registered Public Accounting Firm
Fees and Services

Below are fees that were incurred by Ernst & Young LLP, our independent registered public accounting firm, for
fiscal years 2009 and 2008 for professional services rendered as well as the related percentage of total fees that each
category comprises.

Fiscal Year
Ended -

December 31,  
2009

% of Total
Fees

Fiscal Year
Ended -

December 31,
2008

% of Total
Fees

Audit Fees $8,028,382 82.0 $8,145,020  79.6
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Audit-Related Fees 1,766,425 18.0   2,019,859  20.4
Tax Fees -- -- -- --
All Other Fees -- -- -- --
TOTAL FEES: $9,794,807 100 $10,236,879  100

Audit Fees

Fees for audit services include fees associated with the annual audit, the reviews of our interim financial statements
included in quarterly reports on Form 10-Q, accounting consultations directly associated with the audit, and services
normally provided in connection with statutory and regulatory filings.
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Audit-Related Fees

Audit-related services principally include employee benefit plan audits, service auditor reports on internal controls,
due diligence procedures in connection with acquisitions and dispositions, reviews of registration statements and
prospectuses and accounting consultations not directly associated with the audit or quarterly reviews.

Tax Fees

Tax fees include fees for tax compliance, tax advice, and tax planning services.  There were no fees in this category
for either the fiscal year ended 2009 or 2008.

All Other Fees

There were no fees in this category for either the fiscal year ended 2009 or 2008.

Audit Committee Pre-Approval Policy

In accordance with its charter, the Audit Committee’s policy is to pre-approve services provided by Ernst & Young
LLP.  These pre-approval procedures are set forth in Exhibit 3 hereto.  During the years ended December 31, 2009 and
December 31, 2008, all services provided by Ernst & Young LLP were pre-approved by the Audit Committee in
accordance with this policy.

Audit Committee Report

Management has primary responsibility for preparing Lincoln National Corporation’s financial statements and
establishing financial reporting systems and internal controls.  Management also is responsible for reporting on the
effectiveness of the Corporation’s internal control over financial reporting.  The independent registered public
accounting firm is responsible for performing an independent audit of the Corporation’s consolidated financial
statements and issuing a report on these financial statements.  The independent registered public accounting firm is
also responsible for issuing an attestation report on the Corporation’s internal control over financial reporting.

In this context, the Audit Committee has reviewed and discussed with management the audited financial statements
for the fiscal year ended December 31, 2009.  The Audit Committee has also discussed with the Corporation’s
independent registered public accounting firm the matters required to be discussed by Statement on Auditing
Standards No. 61 (now SAS 114), as amended (AICPA, Professional Standards, Vol. 1 AU section 380), as adopted
by the Public Company Accounting Oversight Board in Rule 3200T.  Additionally, the Audit Committee has received
the written disclosures and the letter from the independent registered public accounting firm required by the applicable
requirements of the Public Company Accounting Oversight Board regarding the independent registered public
accounting firm’s communications with the audit committee concerning independence, and has discussed with the
independent registered public accounting firm the independent registered public accounting firm’s independence.

Based upon the review and discussions referred to in this report, the Audit Committee recommended to the Board that
the audited consolidated financial statements for the fiscal year ended December 31, 2009 be included in the
Corporation’s Annual Report on Form 10-K for the fiscal year ended December 31, 2009 for filing with the SEC.

The Audit Committee

William J. Avery
George W. Henderson,
III
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Gary C. Kelly
M. Leanne Lachman,
Chair
Isaiah Tidwell
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ITEM 3 – APPROVAL OF AN AMENDMENT TO THE
RESTATED ARTICLES OF INCORPORATION

TO PROVIDE FOR THE ELECTION OF DIRECTORS BY MAJORITY VOTE

The Board of Directors recommends approval of an amendment to the Restated Articles of Incorporation to change
the standard of election in uncontested elections of directors to a majority of votes cast.  Please see Exhibit 4 to this
proxy statement for the text of the proposed addition to Article III, new Section 6.

Indiana law provides that, unless otherwise specified by the articles of incorporation, directors are elected by a
plurality of votes cast.  The Company’s Restated Articles of Incorporation do not specify otherwise; therefore,
directors are elected by a plurality of votes.  Under this standard, director nominees with the most votes cast in their
favor are elected to the Board, notwithstanding the number of votes withheld against a director nominee.  As a result a
director can be elected even though a majority of shares voted oppose his or her election.

Our Board is committed to good corporate governance and has periodically considered the advantages and
disadvantages of adopting a majority voting standard.  In the past the Board has considered that a plurality voting
standard, which has been the norm for U.S. corporations for many years, was in the best interests of the Company and
our shareholders.  More recently, however, as many shareholders have called for changes in the director election
standards to provide shareholders a more meaningful role in director elections, the Corporate Governance Committee
again considered the various positions for and against adopting a majority voting standard.

Based on the analysis and recommendation of the Governance Committee, the Board has concluded that amending the
Restated Articles of Incorporation to provide for election of directors by a majority of votes cast in uncontested
elections is in the best interests of the Company and our shareholders.  The Board believes, however, that the plurality
voting standard should still apply in contested elections.  An election is “contested” if there are more nominees than
vacancies on the Board of Directors.  Accordingly, the amendment provides that in a contested election – an election in
which the number of nominees exceeds the number of directors to be elected – the plurality standard will continue to
apply.

Under Indiana law, directors are elected to serve for their respective terms and until their successors have been elected
and qualified.  Thus, under a majority vote standard, an incumbent director who fails to receive a majority of the votes
cast would not be elected, but would continue to serve as a “holdover” director.  However, under proposed amendments
to the Company’s bylaws, which the Board of Directors intends to adopt subject to shareholder approval of this Item 3,
the unelected director would be required to offer to resign immediately.  The Board of Directors would determine the
appropriate responsive action within 90 days of the certification of the election results.  If the resignation is accepted,
the Board may decide to fill any resulting vacancy or decrease the number of directors.

If approved, the Amendment to the Restated Articles of Incorporation will be effective upon filing with the State of
Indiana, which the Company intends to do promptly if shareholder approval is obtained.

If this proposal is not approved, the proposed amendments to our Restated Articles of Incorporation and by-laws
would not be made and all existing provisions, including the existing plurality vote standard for all elections of
directors, will remain in effect.

The Board of Directors recommends a vote FOR the amendment to the Restated Articles of Incorporation to provide
for the election of directors by majority vote.

SECTION 16(a) BENEFICIAL OWNERSHIP
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REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our directors, certain officers and beneficial owners of greater than 10% of
our equity securities to file reports of holdings and transactions with the SEC and the NYSE.  Based on written
representations that we have received from our officers subject to Section 16 and directors, and a review of the reports
filed with respect to transactions that occurred during 2009, we believe that each of our directors and officers subject
to Section 16 met all applicable filing requirements.
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COMPENSATION PROCESSES AND PROCEDURES

The Compensation Committee of the Board of Directors has primary authority for considering and determining
executive compensation, while the Corporate Governance Committee reviews and recommends to the Board of
Directors the overall compensation program for our outside directors.  For a description of the principal functions of
the Compensation Committee, see “The Board of Directors and Committees – Compensation Committee” on pages
13-14.

Although there is nothing in its charter preventing the Compensation Committee from delegating its authority on
executive compensation matters to members of management, the Committee has not delegated its authority.  The
Compensation Committee has delegated to the Chair of the Committee the authority to approve changes to executive
officer compensation, subject to the Committee’s review and ratification.  However, grants of equity awards for
executive officers may only be made by the full Committee.  This delegation of authority was done primarily to
facilitate changes in compensation between Compensation Committee meetings if and as necessary usually in
connection with a promotion or new hire.

The Compensation Committee engaged Towers Perrin, now Towers Watson, in 2009 as its compensation
consultant.  For a further discussion of the services provided to the Committee and the Company by Towers Perrin
during 2009, see the “Role of Compensation Consultant” section below.  Our CEO and head of human resources make
recommendations to the Compensation Committee with respect to the base salary, target annual incentive awards and
target long-term incentive awards for each of the executive officers, except for our CEO.  For a further discussion of
the roles of our CEO and our head of human resources, in compensation decisions during 2009, see the “Compensation
Discussion & Analysis” immediately below.

The Compensation Committee normally approves the vesting of incentive awards at its first regularly scheduled
meeting of the calendar year (usually in late February or early March).  During this meeting, the Committee reviews
financial data provided by management reporting the results for the various performance measures previously
established for the just-completed annual and long-term performance cycles.  The Committee certifies the
achievement—or not—of the performance measures and approves the vesting of awards, as appropriate.  Our CEO and the
head of human resources provide the Committee with management’s recommendations for the targets for the upcoming
performance cycle.

The Compensation Committee generally grants equity awards to our executive officers once a year at its first regularly
scheduled meeting of the calendar year (usually in February or March).  However, the Compensation Committee may
also grant equity awards at other regularly scheduled meetings, or if circumstances require, the Committee or Board
may grant equity awards at special meetings or by taking action through unanimous written consent.  The Board of
Directors also has the same authority to grant equity awards.  For more information on our equity grant procedures,
see the “Compensation Discussion & Analysis—Equity Grant Procedures” below.

Under its charter, the Corporate Governance Committee reviews and recommends to the Board of Directors the
overall compensation program for directors, including retainer, meeting fees, perquisites, deferred compensation,
stock option plans or other incentive or retirement plans, and medical and life insurance coverage, but the Board of
Directors retains the authority to approve the compensation program.  Towers Perrin provides the Corporate
Governance Committee with market data and information on trends in directors’ compensation, which the Committee
uses in reviewing and setting director compensation.

Role of Compensation Consultant
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The Compensation Committee regularly consults with its external compensation consultant in performing its
duties.  The Compensation Committee has the authority to retain and terminate any compensation consultant, as well
as to establish the scope of the consultant’s work.  While the consultant reports to the Compensation Committee, the
consultant works with the Company’s human resources staff and executive management as approved by the
Compensation Committee.  In 2009, the Committee utilized Towers Perrin to provide advice regarding the Company’s
compensation practices for its executives and directors.

At the Committee’s request, Towers Perrin provided the Compensation Committee with market data and information
on trends in executive and director compensation, such as the use of various forms of equity and the prevalence of
different types of compensation vehicles.  The primary services regarding executive compensation that Towers Perrin
provided to the Committee were an evaluation of executive officers’ base salaries, short-term incentive
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targets and long-term incentive compensation relative to identified peers and the broader market.  Towers Perrin has
also provided advice on the design of the Company’s short-term and long-term incentive plans and evaluated the
impact of the Company’s equity programs on the total pool of shares available for grant.  Additionally, as discussed in
further detail below in the “Risk Assessment of Compensation Plans,” The Committee engaged Towers Perrin to
perform a risk assessment of several of our incentive compensation programs.

During 2009, Towers Perrin also provided additional services to management on the following matters unrelated to
executive or director compensation, including: (i) health and welfare plan design, financial management and
communications strategy; (ii) financial services consulting relating to various reinsurance programs, hedging
platforms and subsidiary financial reporting; (iii) actuarial services for certain subsidiaries; and (iv) financial services
consulting related to the divestiture of Lincoln National UK plc (“Lincoln UK”).

The table below shows the total amounts that Towers Perrin or its affiliates received directly or indirectly as a result of
its relationship with the Company.

Towers Perrin Group or
Affiliate Services Provided 2009 Payments
Towers Perrin Executive and Director Compensation provided

to the
Compensation Committee

$465,000

Towers Perrin Survey Data, Health, Welfare and Pension
related
consulting services provided to Management

$440,000

Tillinghast Financial services related to US business and
sale of
Lincoln UK provided to Management

$1,615,350

US Reinsurance Financial services related to US business and
sale of
Lincoln UK provided to Management

$272,650

The services provided to management were requested by areas of the Company that do not have direct responsibility
for executive compensation and were approved by management and not the Committee.

Risk Assessment of Compensation Plans

We have designed the structure and administration of our compensation programs to provide competitive incentives
for our executives and other employees to appropriately balance risk and reward and to align the interests of our
executives and other employees with those of our shareholders.  We believe the risks arising from our compensation
policies and practices for our employees are not reasonably likely to have a material adverse effect on the Company
and that the mix and design of the elements of executive compensation do not encourage management to assume
excessive risks.

As part of the risk assessment of our compensation plans, we undertook a formal process to identify, discuss, and
evaluate the various compensation programs across the business units enterprise-wide to assess any risks posed to us
by those programs.  The risk assessment process included, but was not limited to:

•  identifying the compensation programs that cover all of our employees;
•  reviewing each compensation program from a design and governance perspective, including evaluating the
behavior each program was designed to encourage and detailing the flow of compensation;
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•  identifying any risks inherent in the programs; and
•  identifying and discussing any additional mitigation factors in the program design and any additional risk controls
outside of the compensation process specific to each business model.

Our chief financial officer and chief risk officer then formally reviewed the detailed analysis of each program and met
with the Compensation Committee to discuss their findings.

In addition to the analysis above, the Compensation Committee engaged Towers Perrin, its compensation consultant,
to perform an independent risk assessment of two of our incentive compensation plans that cover employees on an
enterprise-wide basis, the annual incentive program awards (AIP) and the long-term incentive program awards (“LTI”),
as well as select programs that were identified during the above described risk assessment.  Towers Perrin’s analysis
incorporated an operational assessment of these plans including plan governance and design as well as an assessment
of the potential financial impact of these plans on our business.  Towers Perrin then met with our chief risk
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officer and chief financial officer and reviewed their analysis.  Thereafter, Towers Perrin, our chief risk officer and
chief financial officer met with the Compensation Committee to discuss their findings.

Some of the features of our compensation programs that limit risk include:

•  Incentive plan awards are based on a variety of indicators of performance, thus diversifying the risk associated with
any single indicator of performance;

•  Incentive plan awards are not based on a simple formulaic approach that could focus performance on short-term
outcomes, they take into account individual performance and other qualitative factors (i.e., is the focus on key
metrics);

•  Members of the Compensation Committee, approve the final incentive plan awards after the review of executive
and corporate performance and have the discretion to adjust the awards down even if the performance goals are
met;

•  The “clawback” features of our equity awards support the accuracy of our financial statements;
•  The multi-year performance criteria for our LTI program and the multi-year vesting elements of our other equity
awards align the interests of our executives with the long-term health of the Company;

•  Balanced pay mix;
•  Share ownership guidelines; and

•  Fixed compensation is set a meaningful level.

During these meetings, the Compensation Committee discussed in detail the evaluation and risk assessment review of
our compensation programs with the chief risk officer, the chief financial officer and Towers Perrin.  For example the
separation of the actuarial and sales functions provides for control over product design and pricing that mitigate
risk.  In addition to the features listed above the evaluation also identified that considerable risk mitigation is built into
our organizational structure.  These discussions confirmed that the design and implementation of our compensation
programs do not: (a) encourage our Senior Executive Officers to take: (i) unnecessary or excessive risks; or (ii) any
risk, including short-term or long-term risks, that could threaten the value of our business; (b) encourage behavior
focused on short term results versus long-term value creation; (c) encourage the manipulation of our reported earnings
to enhance employee compensation; or (d) unnecessarily expose us to risk.

EXECUTIVE COMPENSATION

Compensation Discussion & Analysis
Introduction

This Compensation Discussion & Analysis, or CD&A, provides a discussion and analysis of the various actions taken
in 2009 with respect to the compensation of those executive officers named in the compensation tables (the “NEOs”)
beginning on page 48 of this proxy statement, including base salaries and short and long-term incentive programs, as
well as a summary of their retirement benefits, and any special bonuses or retention awards granted.

Our NEOs for 2009 are:

Dennis R. Glass, President and Chief Executive Officer, our principal executive officer;
Frederick J. Crawford, Executive Vice President and Chief Financial Officer, our principal financial officer;
Patrick P. Coyne, formerly President of Lincoln National Investment Companies, Inc. and President of Delaware
Management Holdings, Inc.;
Wilford H. Fuller, President of Lincoln Financial Distributors; and
Mark E. Konen, President of Insurance and Retirement Solutions
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In July, 2009, we entered into an agreement with the U.S. Department of the Treasury (“Treasury”) to sell preferred
stock and warrants to the Treasury under the Capital Purchase Program (“CPP”), which was established under the
Troubled Asset Relief Program.  As a participant in the CPP, we are subject to certain compensation restrictions,
which include a prohibition on the payment or accrual of any bonuses (including equity-based incentive
compensation) to certain officers and employees except for awards of CPP-compliant long-term restricted stock and
stock units.  We are also subject to additional disclosure requirements as set forth in the Interim Final Rule on TARP
Standards for Compensation and Corporate Governance issued in June 2009 by the Treasury, which implements the
provisions of
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Section 111 of the Emergency Economic Stabilization Act 2008, as amended by the American Recovery and
Reinvestment Act of 2009 (the “Treasury Rules”).  Accordingly, this CD&A discusses compensation decisions made
prior to our participation in the CPP as well as compensation changes implemented to comply with the Treasury
Rules.  You should read the CD&A in conjunction with the compensation tables on pages 48-67.

Overview of Executive Compensation

Our executive compensation program is designed to attract, retain and motivate leaders who have the ability to foster
strong business planning and results through execution which will ensure the long-term success of the
Company.  Accordingly, our compensation practices are based on the following fundamental guiding principles:

•  a “pay for performance” culture creating a strong nexus between levels of executive compensation and our long-term
and short-term financial performance;

• competitive compensation targeted in general to “median” based on comparable market data, and payment of
above-average incentive compensation for above-average performance;

•  performance measures and goals that balance risk and reward and create the proper incentives for our NEOs to
achieve our overall business strategy; and

• appropriate share ownership requirements and long-term equity programs resulting in the alignment of our NEOs’
financial interests with those of our shareholders.

As we entered 2009, the worldwide economic recession, which had begun in 2007, produced the most turbulent and
challenging economic environment that businesses had experienced in decades.  During this period, credit spreads
widened across asset classes and reduced liquidity in the credit markets.  Analysts and economists noted in January
2009 that the U.S. economy lost more jobs in 2008 than in any year subsequent to World War II and projected that the
economic recovery might take longer than previously expected.  In the face of these capital market challenges, we
continued to focus on building our businesses through these difficult markets and beyond by developing and
introducing high quality products, expanding distribution in new and existing key accounts and channels and targeting
market segments that have high growth potential while maintaining a disciplined approach to managing our
expenses.  

Given this dynamic and challenging environment, the actions taken by our executives in 2009 to prudently and
actively manage our liquidity and capital positions have positioned the Company well moving forward.  These actions
include:

•  issuing $690 million of common stock and $500 million of senior notes during the second quarter of 2009;
•  issuing $950 million of preferred stock and a common stock warrant through the CPP in the third quarter of 2009;

•  issuing $300 million of senior notes in the fourth quarter of 2009 ; and
•  completing the divestiture of two non-core businesses – Lincoln UK in October 2009 and Delaware Management
Holdings, Inc. in January 2010.

These actions complemented our actions taken in late 2008 and early 2009 to restructure the Company to reduce
overall expenses.

In light of the impact of these challenging market conditions on our 2008 earnings, in early 2009 the Compensation
Committee reevaluated our guiding principles to determine if they continued to be the right executive compensation
philosophy for these difficult economic times.  Despite these challenges, the Committee concluded that our guiding
principles remain sound for the following reasons.  We still believe that attracting and retaining key executives is
essential to our continued growth and strong performance.  Even during downturns in Company performance, we
believe that our compensation programs should continue to motivate and engage successful, high-achieving
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employees and foster a long-term focus on enhancing the Company’s value. We continue to believe in fostering a pay
for performance culture, recognizing that differentiating pay based on Company and individual performance drives
both short and long-term value creation for shareholders.  Moreover, we continue to design our executive
compensation programs in a way that will position us to attract, retain and motivate key talent in the financial services
industry by offering competitive compensation packages that reward exceptional performance.

A significant portion of our executive officers’ annual compensation is linked to our annual business performance and
each individual’s contribution to that performance.  We also believe our executives should be motivated to achieve
long-term performance results that are aligned with shareholders’ interests.  In accordance with
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that premise, we link the interests of executive officers with those of our shareholders through our long-term equity
incentive awards and the risks and rewards of stock ownership.  Special benefits and perquisites for management
should be minimized and based on a business purpose.

Our 2009 long-term and short-term incentive programs were designed to reward above-average financial performance
with above-average compensation.  Conversely, our incentive programs were designed to reward average financial
performance with below-average compensation, and below-average performance with, in some cases, no payout at
all.  In each case, a significant portion of the total targeted compensation opportunity for each NEO is subject to the
achievement of Company and individual performance objectives.  Additionally, the design of our 2009 long-term
incentive program for our executive officers included equity-based awards which ensure that the ultimate value
realized by executives is linked to the performance of our stock over time.

Our compensation programs are also designed to be easily communicated to and understood by both our executives
and shareholders.  We put a strong emphasis on “line of sight” factors.  It is important to us and to our executives for
performance to be measurable and for compensation to be paid based on criteria that both executives and shareholders
can reasonably identify and understand.

In general, we aim to target total compensation at median for our executives as compared to the compensation paid to
executives in similar positions in similarly sized insurance-based, financial services, investment management
companies, or the general industry, as applicable.  For Messrs. Glass, Crawford and Konen, we used market data
drawn from the following companies included in the 2008 Diversified Insurance Study of Executive Compensation
provided by Towers Perrin:

· AEGON USA · ING
· Aetna · John Hancock
· AFLAC · Met Life
· AIG · Nationwide
· Allstate · Phoenix Companies
· AXA Equitable · Principal Financial
· CIGNA · Prudential Financial
· Genworth Financial · Sun Life Financial
· Hartford Financial Services · Unum Group

During 2009, Mr. Coyne served as the President of Delaware Management Holdings, Inc. (“Delaware”), our investment
management business.  In August 2009, we announced the sale of Delaware, and the sale closed on January 4,
2010.  For Mr. Coyne, the Committee reviewed compensation data for executives in similar positions who work in
certain investment entities participating in the 2008 McLagan Partners’ Investment Management Survey.  The
Committee specifically looked at compensation data for investment entities with between $35 billion and $100 billion
in assets under management as well as data for investment entities with over $100 billion in assets under management,
because at the end of 2008 Delaware had assets under management of approximately $120 billion.  We then took an
average of the data generated by those samples.  For a list of these companies, refer to Exhibit 5.

For Mr. Fuller, the President of Lincoln Financial Distributors, our wholesale distribution business, who joined the
Company in February 2009, the Committee reviewed compensation data for executives in similar positions from the
McLagan Partners’ Sales and Marketing Survey for years 2007 through 2009.  For a list of these companies refer to
Exhibit 6.  The Committee analyzed market data for actual compensation paid over a three year period, which showed
significant year to year fluctuations.  As a result of the recent global economic crisis, the actual compensation paid for
2008 to comparable executives in the surveyed companies was markedly depressed.  Therefore, the Committee
considered that data along with other factors, including those noted below, in determining the appropriate target
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compensation for Mr. Fuller for 2009 that we believe represents the stable market median for “targeted” total
compensation.  The other factors the Committee considered included the fact that this position was a key leadership
role within the executive management team; Mr. Fuller was recruited from outside of our industry; and our overall
belief in aligning total compensation opportunities within senior management.  Consistent with our compensation
philosophy, Mr. Fuller’s total compensation opportunity is designed to be above-average for above-average
performance and below average for average performance.
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While we generally aim to target compensation to the market median as determined from the above-named sources of
market data, in some cases, we may target above-median compensation.  We may pay above-median compensation in
cases where we have moved an executive officer from a leadership role in one business segment to a leadership role in
another business.  The Committee may do this for a variety of reasons, including organizational considerations, or the
need for specific expertise in the task of building a new business or improving an existing one or for executive officers
whom we have recruited from outside the company.  We will also take into consideration the criticality of their role in
the overall business strategy as well as succession planning.  In such cases, the compensation of the executive officer
may reflect median market compensation for their former position, but may be above-median compensation for their
new position.  Specifically, in 2009, we targeted above-median base compensation to Mr. Fuller for the reasons noted
below.

We may also award discretionary cash or equity-based bonuses to our executives for a variety of reasons, including as
a sign on bonus, as a retention tool, or in recognition of significant challenges or difficult projects we have asked them
to accept.

At its November 2008 meeting, the Compensation Committee approved a discretionary cash retention award for Mr.
Crawford, our Chief Financial Officer, or CFO.  The retention award was equal to Mr. Crawford’s annual base salary,
$510,000, and was payable to him in cash provided he remained in the position of CFO until at least until January 1,
2010.  Our CEO recommended the retention award for Mr. Crawford in recognition of the importance of ensuring
continuity in the role of CFO during the recent financial crisis and the exceptional talent, expertise and leadership Mr.
Crawford has brought to the company.  Mr. Crawford played an integral role in successfully guiding the Company
through the credit and financial crisis during 2007, 2008 and 2009 and leading the Company through the successful
execution of its capital plan described above.  This retention bonus was paid in January 2010.

At its February 2009 meeting, the Compensation Committee approved a discretionary leadership cash bonus of
$75,000 for Mr. Konen.  The Committee awarded Mr. Konen this bonus in recognition of the increase in his level of
responsibility with respect to taking on the management of the Retirement Solutions and Lincoln UK business lines
and his extraordinary leadership.

In order to induce Mr. Fuller to join the Company, the Compensation Committee approved a discretionary cash bonus
for him in the amount of $750,000 that was paid in February 2009.  Additionally, the Compensation Committee
approved two grants to Mr. Fuller of restricted stock units of our common stock, or RSUs.  The first grant was for
approximately $750,000 that will vest ratably over the next 3 years, with 1/3 vesting on the first anniversary of the
grant date, February 23, 2010, 1/3 vesting on the second anniversary, February 23, 2011, and the final 1/3 vesting on
the third anniversary of the grant date, February 23, 2012. The second grant was for approximately $390,000 of RSUs
that will vest in full on the third anniversary of the grant date, February 23, 2012.  As noted above, we believe that
granting long-term equity motivates our executives to achieve long-term performance results that are aligned with
shareholders’ interests.

Elements of Compensation

Traditionally, our executives receive four standard types of compensation: (1) base salary; (2) annual incentive
program or “AIP” awards; (3) long-term incentive or “LTI” awards; and (4) retirement and health and welfare benefits.  In
addition to these standard elements, the Compensation Committee may approve discretionary bonuses or grants of
equity awards in circumstances it deems appropriate, as noted above.  In general, we aim to make the fixed or certain
elements of compensation—base salary and benefits—the smallest percentage of total annual executive compensation,
while the largest component of total executive compensation—incentive awards—fluctuates in value and is variable based
on corporate performance and the performance of our business segments.  This allocation of compensation supports
our foundational “pay for performance” philosophy.  Annual decisions to set the appropriate levels of base salary, AIP
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and LTI targets are always made in consideration of the total direct compensation picture and the interaction of all
three elements.  However, as noted above the Treasury Rules contain prohibitions on the payment or accrual of any
bonuses, including equity-based incentive compensation to certain of our executive officers and employees, including
the “senior executive officers” or SEOs as defined in the Treasury Rules.  In July 2009, Messrs. Glass, Crawford,
Coyne, and Konen became subject to these restrictions as a result of our participation in CPP. The effect of these
restrictions on the compensation of these executives is discussed in further detail below.

In addition to our annual decisions on base salary and incentive compensation, we periodically review the level of
retirement and health and welfare benefits provided to our executives to determine whether our benefits continue to be
competitive and are consistent and supportive of our talent and business strategies.
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Base Salary

We pay competitive base salaries in order to draw key executive talent to the company and to retain this talent.  At the
request of the Compensation Committee, for each executive officer including each NEO, Towers Perrin identified
comparable executive roles with similar responsibilities in organizations of similar size and type, using the companies
identified from the Diversified Insurance Study and/or specific data provided by management from the McLagan
Partners’ surveys for certain of our NEOs, as discussed above.  For each NEO except for our CEO, our CEO and the
head of human resources reviewed the relevant market data from the sources listed above, including the Committee’s
compensation consultant.  Our CEO and the head of human resources and the Committee also discussed each
executive’s unique skills, experience and past performance, future challenges, organizational considerations, and the
general industry within which the executive’s business competes.

Then the head of human resources and the CEO together recommended the base salary to the Committee for approval.
Understanding that there is no perfect match between the roles played by our executives and the executives in the peer
companies we have identified, we may consider multiple sources of market data for this purpose.  We do not take a
formulaic approach to determining the base salaries of our executives.  The market data gathered in this manner is
only the point of departure in a discussion that considers a number of factors, including a subjective review of each
executive’s individual performance during the prior year, relevant experience, the significance of each NEO’s role to
our business strategy and their particular short and long-term challenges.  The Committee considered the
recommendation of our CEO and the head of human resources, the opinion of its compensation consultant, Towers
Perrin, the available market data, and tally sheets illustrating all elements of total targeted direct compensation (base
salary, AIP targets and LTI targets) when making its decision with regard to 2009 base salary.  The tally sheets are
just one point of information used by the Committee in the process of determining NEO compensation.  They help to
ensure that the Committee understands the historical context that is relevant to current compensation decisions.

For our CEO, the head of human resources met with Towers Perrin and the members of the Compensation Committee
to review the relevant market data specific to the chief executive officer position from the companies identified above
in the Diversified Insurance Survey of Executive Compensation.  The Committee considered the available market data
and a tally sheet illustrating all elements of total targeted direct compensation (base salary, AIP targets and LTI
targets) when considering the level of base salary appropriate for 2009.

In March 2009, the Compensation Committee met to establish 2009 compensation targets, and in light of the
uncertainty surrounding the global economic climate, adopted a general compensation framework for our executive
officers, including our NEOs, that included a freeze in base salaries.  The base salaries in effect at that time for each of
our NEOs were as follows:  Mr. Glass: $1 million; Mr. Crawford: $510,000; Mr. Coyne: $470,000; and Mr. Konen:
$517,500.  As noted above, Mr. Fuller did not join the Company until February 2009, at which time his base salary
was $400,000.

With one exception, all of our NEOs were paid an annual base salary for 2009 that was approximately at median or
the “market rate” for their positions, as determined by the above analysis.  As noted above, we may pay above median
compensation to executive officers whom we have recruited from outside the Company in part as an inducement to
join the Company.

Mr. Fuller’s base salary for 2009 was also paid above the median to the data considered in our analysis.  The decision
to recruit Mr. Fuller, and to pay him a base salary targeted to the market 75th percentile reflects the significance of
Lincoln Financial Distributors to our long-term business strategy and the criticality of Mr. Fuller’s role in the
management of that business.

Compensation Changes for CPP
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In July 2009, due to our participation in the CPP, certain of our officers and employees became subject to the
compensation restrictions in accordance with the Treasury Rules, including Messrs. Glass, Crawford, Coyne and
Konen.  As a result, the Compensation Committee approved modifications to the overall compensation framework for
these NEOs to ensure compliance with the compensation restrictions and prohibitions in the Treasury Rules.  These
modifications are detailed below.
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As discussed above, the Treasury Rules contain a prohibition on the payment or accrual of any bonuses, including
equity-based incentive compensation.  Therefore, all accruals of AIP and LTI awards for the affected employees
including our NEOs listed above ceased in July 2009, and from that point forward, the amount of any of these awards
that cannot be accrued during the period in which the Treasury’s investment in the Company remains outstanding will
be forfeited.

Consistent with the limitations set forth in the Treasury Rules, in August 2009 we approved compensation changes for
Mr. Coyne, the President of Delaware, to eliminate prohibited incentive compensation.   Mr. Coyne’s compensation
was modified such that he received approximately $2.208 million in cash salary for the remainder of 2009, which was
paid ratably each pay period over that period.  This modification was consistent with our practice discussed above of
targeting total compensation near median as compared with market data for executives in equivalent positions who
work in similarly sized investment entities.  As noted above, we closed on the sale of Delaware on January 4, 2010,
after which Mr. Coyne ceased to be an executive officer of the Company.

In November 2009, the Compensation Committee met to consider modifications to the compensation arrangements of
Messrs. Glass, Crawford and Konen, to eliminate prohibited incentive compensation.  The limitations imposed by the
Treasury Rules on the types of compensation we can offer to our restricted employees presented a unique challenge to
the Compensation Committee.  In arriving at these revisions to the compensation of our NEOs, the Compensation
Committee had to balance those restrictions with our overall goal of attracting, retaining and motivating exceptional
leaders with compensation opportunities that continue to be competitive to our marketplace for talent.   The
Committee reviewed market data provided by Towers Perrin for executives in equivalent positions and considered the
compensation structures utilized by other CPP participants for their executive officers.  Based on this review, the
Committee approved modifications to reduce the overall annual target compensation of these NEOs.  The Committee
also altered their mix of compensation elements to ensure compliance with the CPP compensation restrictions and
prohibitions.

The Committee implemented a compensation structure that would comply with the Treasury Rules, which was
comprised of cash salary and equity-based compensation, which we believe aligns the interests of our executives with
those of shareholders.  The equity component of their compensation, which in each case represented more than
two-thirds of their total compensation, includes salary paid in shares of our common stock (“Salary Shares”) and a grant
of long-term restricted stock units.  The Treasury Rules permit the grant of long-term restricted stock units, provided
that the value of the grant does not exceed one-third of each executive’s total annual compensation.   The Committee
considered this ratio in developing a strategy for the overall total direct compensation for these NEOs.

In each case, the Committee considered a number of factors in determining the amount of compensation to be paid to
the NEOs subject to the compensation restrictions.  At the request of the Compensation Committee, Towers Perrin
identified comparable executive roles with similar responsibilities in organizations of similar size and type, using the
following information:  For Messrs. Glass and Konen, we considered data from the 2009 Diversified Insurance Study
of Executive Compensation, and for Mr. Crawford we also considered companies from the 2009 Financial Services
Industry Executive Compensation Database.  For a list of these companies refer to Exhibit 7.  For Messrs. Crawford
and Konen, management (our CEO and the head of human resources) reviewed the relevant market data from the
sources listed above, including the Committee’s compensation consultant as well as emerging compensation trends in
the market.  Management and the Committee also discussed each executive’s unique skills, experience and past
performance, future challenges, organizational considerations, and the general industry within which the executive’s
business competes.  Then the head of human resources and the CEO together recommended the modified total direct
compensation to the Committee for approval.  The Committee considered the recommendation of the CEO and the
head of human resources, the opinion of its compensation consultant, Towers Perrin, the available market data, and
tally sheets illustrating all elements of total direct compensation when establishing the modified compensation for
each of these NEOs.  The tally sheets are just one point of information used by the Committee in the process of
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determining NEO compensation.  They help to ensure that the Committee understands the historical context that is
relevant to current compensation decisions.  They also took into account estimated 2009 performance and the actual
total direct compensation for 2008, and felt a discount was appropriate given the shift from compensation being
variable to being fixed.  After considering all of this information, the Committee approved the revised compensation
for these NEOs.

To determine the appropriate modified compensation for our CEO, the head of human resources met with Towers
Perrin and the members of the Compensation Committee to review the relevant market data specific to the chief
executive officer position from the companies identified above.  The Committee considered the available market data
and a tally sheet illustrating all elements of total targeted direct compensation when setting Mr. Glass’s revised
compensation, as well as emerging compensation trends in the market.  Again, the Committee felt a discount was
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appropriate, and as a result the CEO’s total annual direct compensation for 2009 was decreased by approximately 21%
as compared to his total targeted compensation for 2008.  Based on a review of these materials and consideration of
Mr. Glass’s performance record and the opinion of Towers Perrin, the Committee established and approved Mr. Glass’s
modified compensation.

Base Salary and Salary Shares

As part of the restructured total compensation opportunity, the Committee approved an annual cash base salary for the
listed NEOs as follows: Mr. Glass: $1.15 million; Mr. Crawford: $637,500; and Mr. Konen:  $646,875.  Additionally,
the Committee approved the payment of CPP-compliant Salary Shares to these NEOs during 2009 as follows: Mr.
Glass received approximately $3.1 million in annualized Salary Shares; Mr. Crawford received approximately
$920,000 in annualized Salary Shares; and Mr. Konen received approximately $1.04 million in annualized Salary
Shares.  The Salary Shares were credited each regular pay period, commencing in November 2009, as shares of our
common stock to be issued under the LNC 2009 Amended and Restated Incentive Compensation Plan (the “ICP”).  The
number of Salary Shares credited each pay period was determined by dividing the amount of salary to be paid in
Salary Shares for that pay period, net of applicable withholdings and deductions, by the average of the high and low
price for a share of LNC common stock as quoted on the New York Stock Exchange on the date prior to the pay date
for such period.  For 2009, a portion of the Salary Shares paid to these NEOs was for retroactive service periods in
2009 prior to November 2009.  All of the Salary Shares paid for retroactive service periods are subject to a 2-year
holding restriction.  Fifty percent of those Salary Shares that were paid for current service periods in 2009 are subject
to holding restrictions for 5 years.

CPP-Compliant Long-Term Restricted Stock Unit Grant

Each of our NEOs listed below also received a CPP-compliant long-term restricted stock unit (“CPP RSU”) award,
granted as of November 2, 2009, in the following amounts: Mr. Glass received a grant of 77,305 shares; Mr. Crawford
received a grant of 30,700 shares; and Mr. Konen received a grant of 32,985 shares.  These RSU awards do not exceed
one-third of these executives’ total annual compensation.  The RSU awards were issued under the LNC 2009 ICP and
will vest in full on the third anniversary of the grant date; however the CPP RSU awards may not completely vest until
LNC has fully redeemed the preferred stock issued to Treasury under CPP.

2009 Incentive Awards

Consistent with our past practice, at the start of 2009, our NEOs were eligible to participate in two incentive award
programs: an annual cash incentive award program, referred to above as the “AIP,” and a long-term incentive award
program, referred to as the “LTI.”  The discussion below describes our process for setting 2009 incentive awards prior to
our participation in the CPP.  As noted above, the Treasury rules prohibit the payment or accrual of incentive
compensation to certain employees for as long as the investment by Treasury remains outstanding.  As a result all
accruals of AIP and LTI awards for the affected employees including Messrs. Glass, Crawford, Coyne and Konen
ceased in July 2009.  The amount of any of these awards that cannot be accrued during the period in which we
participate in CPP will be forfeited.

In March 2009, the Compensation Committee met to establish the 2009 short-term and long-term incentive
awards.  For each NEO except for our CEO, our CEO and the head of human resources reviewed the relevant market
data from the sources listed above as well as emerging compensation trends in the market.  Our CEO and the head of
human resources and the Committee also discussed each executive’s unique skills, experience and past performance,
future challenges, organizational considerations, and the general industry within which the executive’s business
competes.  Then the head of human resources and the CEO together recommended the 2009 targets for AIP and LTI
to the Committee for approval.   There is no formula used to set incentive compensation targets—the judgment of the
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CEO and head of human resources is a key element to the process.  The Committee considered the recommendation of
our CEO and the head of human resources, the opinion of its compensation consultant, Towers Perrin, the available
market data, and tally sheets illustrating all elements of total targeted direct compensation for the prior year (base
salary and targeted incentive compensation under the AIP and LTI) when setting 2009 incentive award targets.  The
tally sheets are only one piece of information used by the Committee in the process of determining NEO
compensation.  They help to ensure that the Committee understands the historical context that is relevant to current
compensation decisions.  After considering all of this information, the Committee approved the 2009 AIP and LTI
compensation targets for our NEOs.

To determine the appropriate AIP and LTI compensation targets for our CEO, the head of human resources met with
Towers Perrin and the members of the Compensation Committee to review the relevant market data specific to
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the CEO position from the companies identified above in the Diversified Insurance Survey of Executive
Compensation as well as emerging compensation trends in the market.  The Committee considered the available
market data and a tally sheet illustrating all elements of total targeted direct compensation for the prior year (base
salary and targeted compensation under the AIP and LTI) when setting 2009 incentive award targets.  Based on a
review of these materials and consideration of Mr. Glass’s performance record and the opinion of Towers Perrin, the
Committee established and approved Mr. Glass’s 2009 AIP and LTI compensation targets.

Similar to base salary, incentive compensation for executive positions was generally targeted to the market median for
comparable positions in the companies identified above (from the relevant survey/study) taking into account
compensation trends in the current challenging economic environment.  However, incentive compensation for one of
our NEOs in 2009 (Mr. Fuller) was targeted at above the market median for the same reasons discussed above with
respect to his base salary.

For all of our executive officers, the percentage of total targeted direct compensation that is awarded in the form of
incentive compensation exceeds the percentage of compensation granted as base salary.  Specifically, for our NEOs,
the following table shows the allocation between the different forms of targeted direct compensation opportunities:
annual base salary and targeted incentive compensation: AIP and LTI.

NEOs Base Salary* 2009 AIP* 2009 LTI*

Dennis R. Glass,
President and CEO 15% 31% 54%

Frederick J. Crawford,
CFO of LNC 25% 27% 48%

Patrick P. Coyne,
President, Lincoln National

Investment
Companies, Inc. and Delaware

Management
Holdings, Inc.

14% 52.5% 33.5%

Wilford H. Fuller
President, Lincoln Financial

Distributors
18% 44.5% 37.5

Mark E. Konen,
President, Insurance Solutions 21% 29% 50%

  * The percentages above are calculated solely to illustrate the allocation of total targeted direct executive
compensation among three elements of compensation: annual base salary, and targeted compensation under the AIP
and LTI.  The percentages provided in the chart above are based on the total targeted direct compensation opportunity,
are not calculated pursuant to the methodology used for the Summary Compensation Table and do not include other
forms of non-direct compensation that are required to be included in the Summary Compensation Table.  These
percentages do not take into account the impact of our participation in the CPP on each affected NEO’s compensation.

The 2009 Annual Incentive Awards

The Compensation Committee approved income from operations per share, statutory earnings, sales growth and
achievement of budget goals as the corporate 2009 AIP performance measures in March 2009.  All AIP performance
measures were linked to our one-year financial plan, with the intention of aligning our overall financial targets with
our executive’s annual incentive plan goals and targets.  In order to drive performance appropriately, each AIP goal at
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maximum exceeded the target for such performance measures in our financial plan.  The Committee chose these
measures for the following reasons.

•  Income from Operations per Diluted Share — We believe that this measure is a significant valuation tool used by
stock analysts in the financial services industry and also reflects the success of actions that management has taken
during the applicable period to increase shareholder value.

•  Statutory Earnings — We believe that this measure is a significant indicator of financial stability especially in our
industry and recognizes the importance of capital management during the stressed market conditions leading into
2009.

•  Achievement of Sales Goals — In our business, sales in the short-term do not have a significant impact on income
from operations per share, but over time and at a compounded growth rate, they create value through building the
in-force contribution to earnings and returns. We believe that distribution strength (depth and

33

Edgar Filing: LINCOLN NATIONAL CORP - Form PRE 14A

70



breadth) is among the more important drivers of valuation, and sales growth is a good way to measure the value of the
distribution franchise and overall product competitiveness.  In the tables below, this includes the Insurance Solutions
sales, Retirement Solutions sales, and Investment Management sales, as well as specific line of business sales
measures for certain NEOs.
·  Achievement of Budget Goals — Management established an annual budget for the corporation as well as a budget for
each specific business unit, as one of the key assumptions in guaranteeing the success of our financial plan for
2009.  Therefore, the Committee set a budget-related performance goal for the year 2009 to reinforce the critical
importance of the containment of costs and expenses across the entire enterprise.

The Compensation Committee chose these measures because they focus on our overall corporate strategy of balancing
top-line growth, with profitability and financial stability.  For our CEO, Mr. Glass, the above measures at a corporate
level represented 100% of his AIP amount established for 2009.  For our CFO, Mr. Crawford, the above measures at a
corporate level represented 90% of his AIP total, while a business unit specific budget goal represented 10% of his
AIP total.  For Messrs. Fuller and Konen, corporate measures represented 25% of their AIP total, while line of
business specific performance measures represented 75% of their AIP total.  For Mr. Coyne, corporate measures
represented 20% of his AIP total, while line of business specific performance measures represented 80% of his AIP
total.  The variations in the levels of the measures for each NEO provides a direct line of sight for each NEO that is
specific to the business they manage, while including a balance with overall corporate goals and performance.

For 2009 annual incentive compensation, “Income from Operations” was defined as net income in accordance with
generally accepted accounting principles, but excluding the after-tax effects of the following items: (i) Realized gain
(loss) – defined as gains and losses on investments and derivative investments (including reinsurance embedded
derivative, net of the corresponding trading securities), performance of the variable annuity hedge program, losses
from impairments of long-lived assets (including goodwill and other intangibles), gain and loss on the sale of
subsidiaries, businesses, and other long-lived assets; (ii) FAS 113 reserve development and the related amortization on
subsidiaries, businesses and other long-lived assets sold through indemnity reinsurance; (iii) gain or loss on early
retirement of indebtedness; (iv) Initial effect of the adoption of new accounting principles that become effective
during the performance period; and (v) Discontinued Operations – both the income in the period and the gain or loss on
disposition (U.S. generally accepted accounting principles (“U.S. GAAP”) require that when a business meets the
criteria for being classified as Discontinued Operations, all prior periods must be restated).

In addition, when setting the measures, the Compensation Committee decided to exclude the after-tax effects of the
following items from Income from Operations because the Committee believed that these items were generally
attributable to factors largely unrelated to an individual’s performance: (i) Expenses related to acquisitions, mergers,
divestitures, integration and restructuring activities, including restructuring charges, and losses associated with
changes to employee benefit plans; (ii) Reductions in earnings in the performance period from those in the base year
as a result of the on-going impact of a change in accounting principle; (iii) Losses and expenses resulting from claims,
damages, judgments, liabilities and settlements arising from legal and regulatory proceedings in excess of $10 million;
(iv) Reduction in earnings that result from the sale or reinsurance of a business or block of business; and (v) Increases
in our effective tax rate due to changes in the computation of the separate account dividends received deduction under
the federal income tax law, and increases to the corporate tax rate from the rate in effect at the beginning of the
performance period due to legislative changes.

If the Compensation Committee found that any of these factors were reflective of individual performance, it could
have, in its discretion, included—rather than excluded—any of the five items listed above in the definition of Income from
Operations, or made any other adjustments to the definitions of Income from Operations, if the net effect of such
discretionary adjustments would be to reduce award payouts.  In certifying the results for the 2009 AIP awards, the
Committee included all of these items in the final calculations of the award payouts.

Edgar Filing: LINCOLN NATIONAL CORP - Form PRE 14A

71



The calculation of “Income from Operations per Diluted Share” is defined as “Income from Operations” (as defined
above) divided by the average diluted shares.

Statutory earnings for the purposes of the 2009 AIP awards will be equal to the sum of the measures listed below
which are derived from the Annual Statements for our U.S. domiciled life insurance companies: The Lincoln National
Life Insurance Company (“LNL”); Lincoln Life & Annuity Company of New York (“LLANY”); and First Penn-Pacific
Life Insurance Company (“FPP”), which for LNL and FPP are filed with the Indiana insurance department, and for
LLANY are filed with the New York insurance department:
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•  Net Income;

•  Change in Surplus as a result of reinsurance;

•  Contributions of capital and surplus as would be reported in “Change in Surplus Notes”, “Capital Changes” and “Surplus
Adjustment” line items; and

•  The increase in surplus of permitted accounting and actuarial practices by the respective state of domicile or the
adoption of new accounting or actuarial practices by the National Association of Insurance Commissioners as could
be reported in the various line items that make up “Net change in   capital and surplus for the year.”

In setting the goals for each of the 2009 AIP performance measures, both management and the Compensation
Committee intended the target levels to present a challenge for our NEOs, therefore requiring strong performance for
successful achievement of these goals.  Accordingly, the Committee approved the maximum goals for our 2009 AIP
performance measures at a level that exceeded our internal financial plan.  The target corporate income from
operations per share performance measure was set after consideration of a number of factors, including peer group
performance and our financial plan.  The target sales component of AIP, at both a corporate level and a business unit
level, was based on our financial plan which includes above-industry average sales growth rates, and reflects
management’s assessment of the level of growth needed to gain market share.  For the statutory earnings component,
we set the target measure per our financial plan and in recognition of the importance of capital management during the
stressed market conditions leading into 2009.  The goal for budget compliance at target was based upon controllable
costs as budgeted for 2009.

Our 2009 financial results exceeded expectations.  The Committee certified the performance results for the 2009 AIP
in February 2010.  The Treasury Rules contain a prohibition on the payment or accrual of any bonuses, including
equity-based incentive compensation during any time that the Treasury’s investment in our preferred stock remains
outstanding.  Therefore, all accruals of AIP awards for Messrs. Glass, Crawford, Coyne and Konen, ceased in July
2009 and the amount of these awards that cannot be accrued during the period in which the Treasury’s investment in
the Company remains outstanding was forfeited.  Additionally, any amounts of 2009 AIP that were accrued for
periods prior to July 2009, which are reflected in the Summary Compensation Table at page 48, cannot be paid until
such time as we have redeemed the preferred shares from the Treasury.  As a result of the sale of Delaware, any
obligation to pay Mr. Coyne’s 2009 AIP award was transferred to the buyer as part of the transaction.  Accordingly, the
Committee did not certify performance results with respect to Mr. Coyne and no amounts are included for him in the
Summary Compensation Table at page 48.

For Mr. Glass the performance measures were: Income from Operations per Diluted Share at 35%; Statutory Earnings
at 35%: Corporate Sales at 20%, and Corporate Budget Goal at 10%.  The chart below sets forth the various
performance measures approved for the 2009 AIP that applied to Mr. Glass, as well as the relative weighting of each
performance measure, the goals set for each measure, and the actual performance results for each measure.  The
aggregated, weighted performance results for Mr. Glass as a whole for the 2009 AIP was 127.2% of target.

($ amount in millions, except per share amounts)
2009 AIP Performance

Measures
for:

Dennis R. Glass

Relative
Weight

Goal at
Minimum

Goal at
Target

Goal at
Maximum

Actual
Performance
Results

Payout as a
Percentage

of
Target

Income from Operations
per Diluted Share 35% $2.92 $3.32 $3.85 $3.18 25.8%

35% ($100) $100 $350 $839 70.0%
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Statutory Earnings

Corporate Sales
Insurance Solutions:

Life Sales 5% $586 $666 $773 $610 2.4%

Insurance Solutions:
Group Protection 2.5% $295 $335 $389 $361 3.7%

Retirement Solutions:
Annuities 5% $8,114 $9,221 $10,696 $10,350 8.8%

Retirement Solutions:
Defined Contribution 2.5% $5,317 $6,042 $7,009 $4,952 0.0%

Investment Management 5% $13,826 $15,711 $18,225 $16,502 6.6%

Corporate Budget
Goal 10% N/A 100% 85% 100% 10.0%
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For Mr. Crawford the performance measures were: Income from Operations per Diluted Share at 31.5%; Statutory
Earnings at 31.5%: Corporate Sales at 18%, Corporate Budget Goal at 9%, and Business Unit Budget Goal at
10%.  The chart below sets forth the various performance measures approved for the 2009 AIP that applied to our
CFO, Mr. Crawford, as well as the relative weighting of each performance measure, the goals set for each measure,
and the actual performance results for each measure.  The aggregated, weighted performance results for Mr. Crawford
as a whole for the 2009 AIP was 114.5% of target.

($ amount in millions, except per share amounts)

2009 AIP Performance
Measures for:

Frederick J. Crawford

Relative
Weight

Goal at
Minimum

Goal at
Target

Goal at
Maximum

Actual
Performance
Results

Payout as a
Percentage

of
Target

Income from Operations
per Diluted Share 31.5% $2.92 $3.32 $3.85 $3.18 23.2%

Statutory Earnings 31.5% ($100) $100 $350 $839 63.0%

Corporate Sales
Insurance Solutions:

Life Sales 4.5% $586 $666 $773 $610 2.1%

Insurance Solutions:
Group Protection 2.25% $295 $335 $389 $361 3.3%

Retirement Solutions:
Annuities 4.5% $8,114 $9,221 $10,696 $10,350 7.9%

Retirement Solutions:
Defined Contribution 2.25% $5,317 $6,042 $7,009 $4,952 0.0%

Investment Management 4.5% $13,826 $15,711 $18,225 $16,502 5.9%

Corporate Budget
Goal 9% N/A 100% 85% 100.0% 9.0%

Business Unit Budget
Goal 10% N/A 100% 85% 0.0% 0.0%

For Mr. Fuller, corporate performance measures represented 25% of his 2009 AIP award, with the remaining 75%
based on business unit performance measures analogous to our corporate measures, which included line of business
earnings, sales for Lincoln Financial Distributors, and line of business budget compliance.  As a retention tool, the
Compensation Committee decided to pay a portion of Mr. Fuller’s 2009 AIP Award in advance of their certification of
the Company’s financial results.  The amount of $1,395,600 was paid out in December 2009.  The chart directly below
sets forth the performance measures approved for the 2009 AIP for Mr. Fuller, as well as the relative weighting of
each performance measure, the goals set for each measure and the actual performance results for each measure.  The
aggregated, weighted performance result for Mr. Fuller’s 2009 AIP was 142.8% of target.  The actual performance
results resulted in a final earned 2009 AIP award for Mr. Fuller that was higher than the amounts paid in 2009.  As a
result, Mr. Fuller is entitled to receive the excess difference between the amount paid in December 2009 and the total
of the earned AIP award.  The total of both amounts is reflected in the amounts set forth in the Summary
Compensation Table at page 48.
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($ amount in millions, except per share amounts)

2009 AIP: Performance
Measures for

Wilford H. Fuller

Relative
Weight

Goal at
Minimum

Goal at
Target

Goal at
Maximum

Actual
Performance
Results

Payout as a
Percentage

of
Target

Income from Operations
per Diluted Share 8.75% $2.92 $3.32 $3.85 $3.18 6.4%

Statutory Earnings 8.75% ($100) $100 $350 $839 17.5%

Corporate Sales
Insurance Solutions:

Life Sales 1.25% $586 $666 $773 $610 0.6%

Insurance Solutions:
Group Protection Sales 0.625% $295 $335 $389 $361 0.9%

Retirement Solutions:
Annuities 1.25% $8,114 $9,221 $10,696 $10,350 2.2%

Retirement Solutions:
Defined Contribution 0.625% $5,317 $6,042 $7,009 $4,952 0.0%

Investment Management 1.25% $13,826 $15,711 $18,225 $16,502 1.6%

Corporate Budget Goal 2.5% N/A 100% 85% 100% 2.5%

Lincoln Financial
Distributors

Net Contribution Margin
30% ($72) ($63) ($54) ($47) 60.0%

Lincoln Financial
Distributors

Life and MoneyGuard
Sales

12% $586 $666 $773 $610 5.7%

Lincoln Financial
Distributors

Annuities Sales
12% $8,085 $9,187 $10,657 $10,322 21.3%

Lincoln Financial
Distributors

Defined Contribution
Sales

3% $1,560 $1,773 $2,057 $1,383 0.0%

Lincoln Financial
Distributors

Investment Management
Sales

3% $3,430 $3,898 $4,522 $5,883 6.0%

Lincoln Financial
Distributors
Budget Goal

15% N/A 100% 85% 95% 18.0%
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For Mr. Konen, corporate performance measures represented 25% of his 2009 AIP award.  The remaining 75% were
business unit measures analogous to our corporate measures, which included line of business earnings, and line of
business sales and budget goals.  The chart directly below sets forth the performance measures approved for the 2009
AIP for Mr. Konen, as well as the relative weighting of each performance measure, the goals set for each measure, and
the actual performance results for each measure.  The aggregated, weighted performance result for Mr. Konen’s 2009
AIP was 122.2% of target.
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($ amount in millions, except per share amounts)

2009 AIP Performance
Measures for:
Mark E. Konen

Relative
Weight

Goal at
Minimum

Goal at
Target

Goal at
Maximum

Actual
Performance
Results

Payout as a
Percentage

of
Target

Income from Operations
Per Diluted Share 8.75% $2.92 $3.32 $3.85 $3.18 6.4%

Statutory Earnings 8.75% ($100) $100 $350 $839 17.5%

Corporate Sales
Insurance Solutions:

Life Sales 1.25% $586 $666 $773 $610 0.6%

Insurance Solutions:
Group Protection 0.625% $295 $335 $389 $361 0.9%

Retirement Solutions:
Annuities 1.25% $8,114 $9,221 $10,696 $10,350 2.2%

Retirement Solutions:
Defined Contribution 0.625% $5,317 $6,042 $7,009 $4,952 0.0%

Investment Management
Sales 1.25% $13,826 $15,711 $18,225 $16,502 1.6%

Corporate Budget Goal 2.5% N/A 100% 85% 100% 2.5%

Insurance Solutions:
Income from Operations 15% $605 $687 $797 $693 15.8%

Insurance Solutions: Life
Sales 7.5% $586 $666 $773 $610 3.6%

Insurance Solutions:
Group Protection Sales 7.5% $295 $335 $389 $361 11.1%

Insurance Solutions
Budget Goal 7.5% N/A 100% 85% 100% 7.5%

Retirement Solutions:
Income from Operations 15% $351 $399 $463 $487 30.0%

Retirement Solutions:
Annuities 7.5% $8,114 $9,221 $10,696 $10,350 13.2%

Retirement Solutions:
Defined Contribution 7.5% $5,317 $6,042 $7,009 $4,952 0.0%

7.5% N/A 100% 85% 93% 9.2%
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Retirement Solutions
Budget Goal

The 2009 Long-Term Incentive Award Program

Our 2009 LTI program, consistent with our past programs, is designed to encourage executive behavior that yields
increased shareholder returns by linking executive pay to the achievement of performance measures that drive
shareholder returns.  As with AIP, our LTI programs are intended to pay out above-average compensation only when
performance has been above-average, consistent with our fundamental or guiding principles for executive
compensation and are designed to encourage executive behavior that yields increased shareholder returns.  In
designing our LTI program for 2009, the Compensation Committee took into account the existing economic
environment and the global financial crisis in setting LTI targets for our executives, including our NEOs that were
30% below the targets established for 2008.  In general for our NEOs, except Mr. Coyne, the LTI awards for 2009
were granted as follows: (1) 33.3% as a 2009-2011 performance cash award payable if the performance target is
achieved; (2) 40% as an award of options to purchase shares of our common stock vesting ratably over a three-year
period; and (3) 26.7% as an award of restricted stock units (or “RSUs”).  These equity-based awards help us to achieve
our goal of executive share ownership and serve to align the interests of our executives with those of our
shareholders.  The RSUs vest in full on the third anniversary of the date of grant.

We awarded stock options because the value of the 2009 option grants to the applicable NEOs depends on the positive
financial performance of our company, as expressed through the increase in share value.  Our 2009 options have
ten-year terms, with the option price set at the closing price of our stock on the date of grant (May 14, 2009).  The
number of options was determined by dividing the amount of the executive’s total LTI target allocated to stock options
(or approximately 40% of the total award) by the Black-Scholes value of an option on the date of grant.

The Committee decided to split the equity-based awards between options, the ultimate value of which is solely
dependent on the long-term appreciation of our stock, and RSUs, which encourage long-term stock ownership.  This
reinforces our guiding compensation principles and balances the goals of motivating performance and retention of
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talent.  It also acknowledges that the volatility seen in the stock market, and our stock price, over the last eighteen
months has changed the perceived value of options as a retention tool in today’s market.

Mr. Coyne received 100% of his 2009 LTI award in the form of an award of restricted stock units in Delaware
Investments U.S., Inc. (or “DIUS RSUs”).  DIUS RSUs were issued under the DIUS 2009 Incentive Compensation Plan
(the “DIUS ICP”).   Mr. Coyne’s DIUS RSUs vest ratably over 4 years, and are settled in shares of common stock of
DIUS, our indirect, wholly owned subsidiary.  The DIUS ICP was established to provide executives of DIUS with the
opportunity to participate in the increase in value of DIUS and to provide participants such as Mr. Coyne with
long-term incentives to maximize the creation of shareholder value.  The Committee made a strategic decision to grant
Mr. Coyne’s 2009 LTI award fully in DIUS RSUs in light of the Company’s decision to pursue strategic alternative
with respect to Delaware.  The DUIS RSUs would serve as a strong retention tool to retain Mr. Coyne and maximize
the value resulting from the sale of this business.   As noted above, we closed on the sale of Delaware on January 4,
2010, after which Mr. Coyne ceased to be an executive officer of the Company, and all obligations under the DIUS
ICP were transferred to the buyer.

On May 14, 2009, at our Annual Meeting of Shareholders, our shareholders approved an amendment and restatement
of the Lincoln National Corporation 2009 Amended and Restated Incentive Compensation Plan (the “LNC 2009 ICP”).

In conjunction with the approval of the LNC 2009 ICP, the Committee approved the grant of the equity awards for
2009-2011 LTI cycle for our executive officers, including our NEOs.  Although the Committee intended to grant
equity awards to Dennis R. Glass, President and Chief Executive Officer, and Frederick J. Crawford, Executive Vice
President and Chief Financial Officer, at the requests of Messrs. Glass and Crawford, the Committee did not grant any
equity awards to Mr. Glass or Mr. Crawford for the 2009-2011 LTI cycle.

The 2009-2011 equity-based awards granted to the NEOs are set forth in the Grants of Plan-Based Awards table on
page 50 below.

However, as noted above, because the Treasury Rules contain a prohibition on the payment or accrual of any bonuses
(including equity-based incentive compensation), all accruals of these LTI awards for the affected employees
including all of our NEOs, except for Mr. Fuller, ceased in July 2009, and the amount of these awards that cannot be
accrued or paid during the period in which the Treasury’s investment in the Company remains outstanding will be
forfeited.

The 2009-2011 Performance Award Cycle

The 2009-2011 performance cycle was established in March 2009, based on a performance period beginning on
January 1, 2009 and ending on December 31, 2011.  The Committee established the maximum award amounts
payable to the NEOs, the relevant performance measure, Growth in Income from Operations per Diluted Share (based
on a compounded annual growth rate), and the goals for minimum payout (25% of target) and maximum payout
(200% of target) for the performance measure.  For the performance award to ultimately be payable, the threshold or
minimum achievement level for the performance measure must be attained.  Actual results will be calculated using
annualized performance for Growth in Income from Operations per Diluted Shares.  The definition for “Income from
Operations per Diluted Share” is listed on page 34 above.

The use of a single performance measure for the 2009-2011 performance cycle reflects the Committee’s and
management’s current judgment regarding the difficulties in establishing three-year goals in light of the turbulent and
uncertain equity markets and the difficult economic environment.  As a result, the Committee deemed it appropriate to
suspend the practice of including three-year Return on Equity and Growth in Gross Deposits and Sales as goals.  We
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believe that the emphasis on Growth in Income from Operations per Diluted Share over the three-year term is the most
important driver of our value and appropriately accounts for the ongoing uncertain and volatile economic
environment.

The Committee also set minimum, target, and maximum performance achievement levels for this measure at its
March, 2009 meeting. In setting the goals to be achieved with respect to the 2009-2011 LTI performance measure,
both management and the Compensation Committee noted that the target level presented a challenge for management
and was designed to create appropriate incentives for our executives to create financial growth and enhanced value for
shareholders. Whether we meet or exceed this target goal will depend upon performance over the entire three-year
performance cycle.
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The 2007-2009 Performance Award Cycle

For the 2007-2009 performance cycle, the executive officers were given the option for the awards to be paid out, if
vesting based on performance results occurred, as (a) 100% shares of our common stock, or (b) 75% shares of our
common stock and 25% in cash.  Executives were given the opportunity to elect the form of their award within thirty
days of the date the performance award cycle was established.  The payouts for the 2007-2009 performance period
could have ranged from 0% to 200% of each executive’s target 2007-2009 LTI performance award with a threshold
payout for each measure equal to 50% of target.

In February 2010, the Compensation Committee reviewed all of the various reports and analysis provided to it by
management regarding our performance during this cycle, and determined that the performance measures had not been
satisfied to the extent required by the Amended and Restated Incentive Compensation Plan and other performance
cycle documents.  Therefore, none of the 2007-2009 LTI performance awards were paid out to our officers including
our NEOs.

The chart below sets forth the various performance measures approved for the 2007-2009 LTI performance award
cycle, as well as the relative weighting, the goals, and the actual performance results for each performance measure
based on performance for the period beginning January 1, 2007 and ending December 31, 2009.

Performance
Measures for
2007-2009
Performance

Cycle

Relative
Weight

Goal at
Minimum

Goal at
Target

Goal at
Maximum

Actual
Performance
Results

Payout as a
Percentage of

Target

Income from
Operations per
Diluted Share

33⅓% 5% 10% 15% (22.26)% 0

Growth in Gross Deposits and Sales by Segment1
Individual
Markets
- Life

8.33% 5% 10% 15% (3.55)% 0

Individual
Markets
– Annuities

8.33% 10% 15% 20% (1.89)% 0

Employer
Markets 8.33% 10% 15% 20% 3.03% 0

Investment
Management 8.33% 5% 10% 15% (5.10)% 0

Return on
Equity
Based on
Income

from Operations

33⅓% 13% 13.75% 14.5% 8.36% 0

1 These represent the Segments of our business as they were reported in 2007.  We have since realigned our business
segments and as noted above on January 4, 2010 we closed on the sale of Delaware, our Investment Management
business.

Income from Operations for the 2007-2009 LTI performance award cycle was defined as net income determined in
accordance with U.S. GAAP, excluding the after-tax effects of: merger and integration related expenses, restructuring
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charges, curtailment gains/losses, realized gains/losses on investments and derivative instruments, gains/losses on the
sales of subsidiaries and FAS 113 reserve development business sold through indemnity reinsurance.    This definition
of income from operations is consistent with the definition used to report segment income from operations at the time
that the 2007-2009 LTIP performance award cycle was established.  Income from operations is an internal measure
that we use in the management of our operations.  Growth in income from operations per share was expressed as a
compounded growth rate based on the point-to-point difference between such measure for the year prior to the
beginning of the cycle (2006) and the final year of the cycle (2009).

Equity Award Information

Equity Clawback Provisions

Our 2009 equity awards for our executive officers, including options, are subject to non-compete, non-disclosure,
non-solicitation, non-disparagement and other restrictive covenants.  Violations of these provisions may
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result in the Committee’s cancellation, forfeiture, or rescission (“clawback”) of awards.  Specifically, if a breach of a
restrictive covenant occurs within six months of an option exercise or payment of performance shares, we may
demand that the exercise or award be rescinded and the amount of gain realized or payment received by the executive
returned to us.  By including these clawback provisions, we are attempting to protect the Company from
anti-competitive behavior by executives.  We believe that after six months the potential damages from such behavior
should be mitigated.  The awards for our NEOs who are subject to the Treasury Rules, contain additional clawback
language in compliance with the requirements of the Treasury Rules, which provide in part for the rescission of
awards wherein the distribution or accrual was based on materially inaccurate financial statements or any other
materially inaccurate performance metric criteria.

Equity Award Procedures

In November 2006, the Compensation Committee formally approved equity grant procedures, including procedures
for granting stock options.  Under these procedures which remained in effect for 2009, all options for our common
stock are granted with a “strike” or exercise price set at the closing price of our common stock, as reported on the
composite transactions table of the NYSE, on the date of grant.  Only the full Compensation Committee or the Board
of Directors has the authority to make equity grants with respect to our executive officers.

The Committee generally grants equity awards once annually as part of our long-term incentive compensation
program.  These grants are made during a regularly scheduled meeting of the Compensation Committee.  However,
the Compensation Committee or the Board of Directors may also grant equity awards to NEOs at other regularly
scheduled meetings.  For equity awards granted at a regularly scheduled meeting of the Board or Committee, the grant
date is the date of the meeting.  However, if the equity award is granted at a “special” meeting of the Board or
Committee, and such meeting does not occur during the period in which trading of our securities is permitted under
our Insider Trading and Confidentiality Policy (a “window period”), then the grant becomes effective on the first
business day of the next window period.  Window periods generally begin on the later of the second business day after
our quarterly earnings release or the first business day after our public call with investors.

In cases where the Compensation Committee or the Board of Directors grants equity awards by written consent, the
grant becomes effective on the first business day of the week following the effective date of the written consent;
provided, however, that if such business day is not during a window period, the grant becomes effective on the first
business day of the next window period.

Trading Restrictions on our Securities

As noted above, we have an Insider Trading and Confidentiality Policy that governs trading in our securities.  We also
have a prohibition on speculating in our securities.  In addition, executive officers may not, without the approval of
the Corporate Governance Committee, use derivative instruments to hedge the value of any of our securities.

Surrender of Stock Options

In March 2009, Mr. Glass surrendered his rights to awards of approximately 330,000 options to purchase shares of our
stock under the Amended and Restated Lincoln National Corporation Incentive Compensation Plan, or the Amended
and Restated ICP.  These options were surrendered by Mr. Glass in order to increase the number of options available
for grant under the Amended and Restated ICP as incentive awards for employees and mitigate overhang.

Share Ownership Requirements
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The Compensation Committee has adopted new share ownership requirements for our executive officers, including
our NEOs, and officers who are members of our Corporate Leadership Group (or “CLG”).  The requirements formalize
the Compensation Committee’s belief that our officers should maintain a material personal financial stake in the
Company to promote a long-term perspective in managing our business, and to align officer and shareholder interests,
which reduces the incentives for short-term risk-taking.  Under the new requirements, each officer must retain 50% of
the shares of a restricted stock or restricted stock unit award for 5 years from the grant date and 50% of the shares
acquired upon the exercise of stock option awards for 6 months from the date of exercise, both net of taxes.  Like
many companies, we have transitioned away from requirements tied to specific multiples of base salary because share
ownership requirements accomplish the goals of promoting ownership by our executives and are less sensitive to
volatile market changes.

41

Edgar Filing: LINCOLN NATIONAL CORP - Form PRE 14A

86



Benefits

Many of the benefits that we offer to our executive officers are the same benefits that are offered to our general
employee population.  With some exceptions, the additional benefits enjoyed by our executives are offered through
plans and programs that promote tax efficiency and replacement of benefit opportunities lost due to regulatory limits
in the broad-based tax-qualified plans.  In addition to providing retirement income, our benefits help to protect our
employees and executives from the financial catastrophes that can result from unexpected illness, disability, or
death.  These types of benefits are typically offered by the peer group of companies with whom we compete, and
therefore, help us to attract and retain key employees.

Our Deferred Compensation Plan

We provide certain benefits to our executive officers, including our NEOs, under our non-qualified defined
contribution plan, the Lincoln National Corporation Deferred Compensation & Supplemental/Excess Retirement Plan
(the “DC SERP”).  These benefits are targeted to providing retirement benefits at median, based on market data from our
peer companies described in the chart at page 28 above.

All of our NEOs participating in the DC SERP are eligible to receive an annual contribution from us of up to 15% of
their total pay (because a portion of this contribution is a matching contribution, this percentage assumes the NEO
contributed the maximum amount allowable).  “Total Pay” under the DC SERP means base salary and AIP paid during
the fiscal year.  For all NEOs except Mr. Coyne, this 15% will be deemed to come from a number of different source
contributions: a 6% basic matching contribution opportunity; a guaranteed 4% core contribution; and any transition
contributions (the result of our transition at the end of 2007 from a defined benefit to a defined contribution retirement
program).  The total of these various contributions for each executive will generally be expressed as a percentage of
total pay.  To the extent that this total percentage is less than 15%, the shortfall will be contributed as a “special
executive credit” under the DC SERP for each NEO.  The “special executive credit” for each NEO, if contributed for
2009, appears in footnote 4 to the Summary Compensation table at page 49.  The target of 15% of total pay as an
annual contribution is considered to be a market rate (at median) retirement benefit under an executive defined
contribution retirement program.  Mr. Coyne, as an employee of Delaware, participated in the Delaware Management
Holdings, Inc. Retirement Plan (“DRP”).  Mr. Coyne was eligible to receive a basic matching contribution, a
discretionary matching contribution and the employer contribution under the DRP.  All obligations under the DRP
were transferred to the buyer of Delaware upon the closing of the sale transaction as noted above.  More details about
the contributions and the calculation of the special executive credits may be found on page 58.

Change of Control Arrangements

During 2009, we sponsored a single plan where the payment of benefits is triggered by a termination of employment
(under specific circumstances) in anticipation of or after a change of control:  the Amended and Restated Lincoln
National Corporation Executives’ Severance Benefit Plan, as effective August 7, 2008, (the “LNC COC Plan”). In brief
the LNC COC Plan provides for a cash payment to the executive based on a multiple of “annual base salary” and “target
bonus” following the occurrence of two events (or triggers): (i) a change of control; and (ii) either (a) the executive’s
employment is terminated for any reason other than “cause”; or (b) the executive terminates his or her employment for
“good reason.”  The cash payment may entitle the executive to an after-tax payment, or “gross up, ” to cover any excise
tax amounts deemed to be “excess parachute payments” under Section 280G of the Internal Revenue Code of 1986, as
amended.  Additionally, a change of control will trigger benefit enhancements under the DC SERP.  A more detailed
description of the gross-up provision of the LNC COC Plan, the enhanced benefits provided under the DC SERP and
the benefits provided under other plans upon a change of control is provided below under “Potential Payments upon
Termination or Change of Control” beginning on page 60.
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The objectives of the change of control benefits are:

•  To attract and retain qualified executives in the face of an actual or threatened change of control of Lincoln
National Corporation (in the case of the LNC COC Plan);

•  To enable such executives to help our Board assess any proposed change of control of us and advise the Board as to
whether such a proposal is in our best interests, our shareholders’ best interests, and in the best interests of our
policyholders and customers without being unduly influenced by the possibility of employment termination; and
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•  To demonstrate to those executives our desire to treat them fairly and competitively in such circumstances.

At its February 23, 2009 meeting, the Committee reviewed a tally sheet prepared by Towers Perrin, estimating our
costs and executive benefits associated with a potential change of control for each NEO.  The Committee agreed that
the costs associated with a Change of Control were reasonable.  The Committee also reviewed a similar tally sheet at
its February 22, 2010 meeting.

The Treasury Rules prohibit the payment of any amounts under the LNC COC Plan to Messrs. Glass, Crawford,
Coyne and Konen while we are a participant in the CPP.

Severance Plans

In 2009, the Committee established the 2009 Severance Plan for Officers of Lincoln National Corporation (the “2009
Officers’ Severance Plan”) in order to formalize our prior severance practices for our officers.  The 2009 Officers’
Severance Plan was effective for the one-year period beginning on January 1, 2009 and ending on December 31, 2009
and provided for 52 weeks of severance benefits to our executive officers, including our NEOs, as well as a lump-sum
severance stipend of $200/week for each week of the severance period. Executive officers are paid in a lump sum no
earlier than the first day of the month which is six months after the date the officer’s job was eliminated.  “Job
Elimination” under the 2009 Officers’ Severance Plan means that the job worked by the employee no longer exists (e.g.,
because of a reduction in force, office closing, or a corporate reorganization).

In order to qualify for benefits under the 2009 Officers’ Severance Plan, each affected officer must sign our standard
form of agreement, waiver and release of claims which will include a non-compete provision, among other
conditions.  Any payments made under the 2009 Officers’ Severance Plan would offset, or reduce, on a
dollar-for-dollar basis, any payments to an executive under the LNC COC Plan.

           The Treasury Rules prohibit the payment of any amounts under the 2009 Officers’ Severance Plan to Messrs.
Glass, Crawford, Coyne and Konen while we are a participant in the CPP.

Section 162(m) of the Internal Revenue Code

Section 162(m) of the Internal Revenue Code caps a public company’s corporate income tax deduction at $1 million
per year for each NEO.  However, compensation that qualifies as performance-based compensation is not subject to
this cap.  The incentive awards that we pay are intended to qualify as performance-based compensation under Section
162(m) and are subject to limits established under the 2009 LNC ICP in compliance with the rules of that
Section.  Under the 2009 LNC ICP, our 2009 awards could in no event exceed, in the case of a cash award,
$8,000,000, or, in the case of equity awards or stock options, two million shares.  The Compensation Committee may
decide to further limit such awards.    However, because of our participation in the CPP, rules currently applicable to
participants in the CPP further limit the deductibility of compensation paid during a fiscal year to a covered employee
to $500,000, and eliminate the exception for “performance-based compensation” for covered employees.

In the case of our performance awards, the Compensation Committee retains the discretion to reduce the target award
or payout of any “covered executive” as defined under Section 162(m), or increase or decrease any other executive’s
individual payout, based on certain circumstances that may occur during the cycle.  The Committee may also consider
paying non-performance-based compensation to covered executives based on circumstances that could impact
performance results such as changing economic and market conditions, mergers or acquisitions, sale of a business,
restructuring charges, reserve strengthening or release, and/or extraordinary natural occurrences or man-made events
(e.g., acts of war).  In making such changes, the Committee would consider investor reaction, stock price performance,
performance of peers, retention considerations, and the CEO’s recommendation. The guiding principle in making
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adjustments and modifications would be to encourage and reward management for consistently high financial and
shareholder return performance relative to peers, while taking into consideration creation of shareholder value.

Notwithstanding the above and as may be permitted under our applicable plans, should compliance with Section
162(m) conflict with the Compensation Committee’s compensation philosophy, the Committee reserves the authority
to act in the manner it perceives in the best interests of us and our shareholders, even if such compensation is not tax
deductible.
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Compensation Committee Report

Narrative Description of Compensation Plans in accordance with the Treasury Rules

Compensation Plans for Our Senior Executive Officers (“SEOs”)

As discussed above, the compensation for our senior executive officers, as that term is defined under the Treasury
Rules (“SEOs”), comprises elements that are fixed, such as base salary, have fixed elements, such as retirement benefits,
and elements that are variable such as our incentive compensation programs that provide for short-term cash
incentives, the AIP awards, and the long-term incentives, the LTI awards.  In general, for our executives the fixed
portion of compensation makes up a smaller percentage of total annual executive compensation as compared with
variable portion, under the incentive compensation programs, which fluctuate in value and are variable based on
corporate performance and the performance of our business segments.  This allocation of compensation between fixed
and variable pieces supports our “pay for performance” philosophy.

Base Salary

As discussed in detail above, we pay competitive base salaries in order to draw key executive talent to the company
and to retain this talent.  Where available, we use competitive data for comparable executive roles with similar
responsibilities and scope in organizations of similar size and type, as discussed above.  We do not take a formulaic
approach to determining the base salaries of our executives.  The competitive data provides only the point of departure
in a discussion that considers a number of factors, including a subjective review of each executive’s individual
performance during the prior year, relevant experience, the significance of each SEOs role to our business strategy and
their particular short and long-term challenges.

With two exceptions, all of our NEOs were paid an annual base salary for 2009 that was approximately at median or
the “market rate” for their positions, as determined by the above analysis.  We may pay above-median compensation in
cases where we have moved an executive officer from a leadership role in one business segment to a leadership role in
another business.  We may do this for a variety of reasons, including organizational considerations, or the need for
specific expertise in the task of building a new business or improving an existing one.  In such cases, the
compensation of the executive officer we have moved may reflect median market compensation for their former
position, but may be above-median compensation for their new position.  We may also pay above-median
compensation to executive officers whom we have recruited from outside the company with higher median
compensation.

Because the base salary component of compensation is a fixed amount and sets a meaningful level that allows our
executives to meet their essential financial needs, it does not encourage unnecessary risk-taking or the manipulation of
reported earnings to enhance the compensation of any employee.

Retirement Benefits Under Our Deferred Compensation Plan

We provide certain retirement benefits to our executive officers, including our SEOs, under our DC SERP.  These
benefits are targeted to providing retirement benefits at median, based on market data from our peer companies
described above.

All of our SEOs participating in the DC SERP are eligible to receive up to 15% of total pay annually as a contribution
from us (because a portion of this contribution is a matching contribution, the 15% amount assumes the NEO
contributed the maximum amount allowable).  This 15% will be deemed to come from a number of different source
contributions: a 6% basic matching contribution opportunity; a guaranteed 4% core contribution; and any transition
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contributions.  The total of these various contributions for each executive will generally be expressed as a percentage
of total pay, which as noted above under the DC SERP is defined as base salary and AIP paid during the fiscal
year.  To the extent that this total percentage is less than 15%, the shortfall will be contributed as a “special executive
credit” under the DC SERP.  The target of 15% of total pay as an annual contribution is considered to be a market rate
(at median) retirement benefit under an executive defined contribution retirement program.  More details about the
contributions and the calculation of the special executive credits may be found on page 58.

As the amount of the contribution into the DC SERP for each SEO is a fixed percentage of their total pay and their
payment is deferred in accordance with the terms of the plan, the Committee believes these contributions to the DC
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SERP do not encourage unnecessary risk-taking that may threaten the value of the Company or the manipulation of
reported earnings to enhance their compensation.  Moreover members of the Compensation Committee, approve the
final amounts of the transition contributions and the special executive credit in their discretion after the review of
executive and corporate performance.

AIP Awards

As described above, our SEOs have traditionally been eligible for AIP awards.  The Committee approved the
performance measures for the 2009 AIP in March 2009 and certified the performance results for the 2009 AIP in
February 2010.  The Compensation Committee approved income from operations per share, statutory earnings, sales
growth and achievement of budget goals as the overall corporate 2009 AIP performance measures.  These measures
are designed to promote the critical objectives of profit growth, the stability of our capital position, cost controls and
business generation, balancing externally focused business measures with executive line of site to payout.   In addition
the Compensation Committee’s analysis will also take into account the performance of the relevant line of business and
of the individual.  All corporate AIP performance measures were linked to our one-year financial plan, with the
intention of aligning our overall financial targets with our executive’s annual incentive plan goals and targets.

These AIP awards are made based on achieving a certain level of performance in these various measures, which
diversifies the risk associated with any single indicator of performance and decreases the opportunity for
manipulation.  Additionally, prior to any amounts being paid pursuant to the AIP awards, the Compensation
Committee shall have certified that the relevant performance results have been attained.  The Compensation
Committee may also exercise its downward discretion in the amounts paid based on their review of executive and
corporate performance and the overall quality of earnings.  For these reasons the Compensation Committee does not
believe the AIP awards encourage unnecessary risk-taking that may threaten the value of the Company or the
manipulation of reported earnings to enhance their compensation.

LTI Awards

Our 2009 LTI award program, consistent with our past long-term incentive programs, is designed to encourage
executives to create value for our shareholders by linking executive pay to the achievement of performance measures
that drive shareholder return.  As with AIP, our LTI programs are intended to pay out above-target compensation only
when performance has been above-target, consistent with our fundamental or guiding principles for executive
compensation.  For 2009, the LTI awards were granted:  (1) 33.3% as a 2009-2011 performance cash award payable if
the performance target is achieved; (2) 40% as an award of options to purchase shares of our common stock vesting
ratably over a three-year period; and (3) 26.7% as an award of restricted stock units (or “RSUs”).  These RSUs vest in
full on the third anniversary of grant date.  As discussed above, the Committee did not grant any equity awards to Mr.
Glass or Mr. Crawford for the 2009-2011 LTI performance cycle.  Mr. Coyne received the entire portion of his equity
award as restricted stock units in Delaware Investments U.S., Inc. (or “DIUS RSUs”).  The DIUS RSUs vest ratably
over a four year period.

These equity incentive awards vest over a multi-year period and are not tied to formulas that could focus our
executives on specific short-term outcomes.  Instead, the value of these awards to the applicable SEOs depends on the
positive financial performance of our Company over time, as expressed through the increase in share
value.  Long-term equity-based awards such as these encourage our SEOs to act as owners, thus aligning their
interests with those of shareholders.  Additionally, these equity incentive awards are subject to “clawbacks” as detailed
above.

The Compensation Committee has established one performance measure for the performance cash award portion of
the 2009-2011 LTI cycle, the Growth in Income from Operations per Diluted Share, which focuses on sustainable
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long-term value creation for our shareholders.  Prior to any amounts being paid pursuant to the performance cash
awards, the Compensation Committee shall have certified that the required performance result has been attained.  The
Compensation Committee may also exercise its downward discretion in the amounts paid based on their review of
executive and corporate performance.

The use of equity based awards in conjunction with our share ownership requirements, discussed above at page 41,
reinforces our belief that our officers should maintain a material personal financial stake in the Company to promote a
long-term perspective in managing our business, and to align officer and shareholder interests, which reduces the
incentives for short-term risk-taking.
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For these reasons the Compensation Committee does not believe the LTI awards encourage unnecessary risk-taking
that may threaten the value of the Company or the manipulation of reported earnings to enhance their compensation.

Employee Compensation Plans

The compensation for our employees in general, similar to that of our senior executive officers, is comprised of
elements that are fixed or certain, such as base salary and retirement benefits, and elements that are variable such as
our incentive compensation programs.  The allocation of compensation between fixed and variable for our
non-executive officer employees is generally weighted more heavily to the base salary, but again is designed to
support our “pay for performance” philosophy.

Base Salary

As discussed above with regard to our SEOs, our base salaries are designed to be competitive in order to attract and
retain a high level of talent across all levels of the organization.  Because the base salary component of compensation
is a fixed amount it does not encourage unnecessary risk-taking or the manipulation of reported earnings to enhance
the compensation of any employee.

Retirement Benefits Under the LNC Employees’ Savings and Retirement Plan

We provide certain retirement benefits to our employees, under our LNC Employees’ Savings and 401(k) Plan
including: a basic matching contribution of up to 6% and a guaranteed 4% core contribution.  The total of these
various contributions for each executive will generally be expressed as a percentage of base salary.  As the amount of
the contribution is a fixed percentage of their total salary, the Committee believes these contributions do not
encourage unnecessary risk-taking that may threaten the value of the Company or the manipulation of reported
earnings to enhance their compensation.  Furthermore, officers whose contributions exceed applicable IRS limits may
elect to participate in the DC SERP with related Company contributions being deposited in the officer’s DC SERP
account.

AIP Awards

Our employees have traditionally been eligible for AIP awards, along the lines as discussed above for our SEOs.  As
discussed above, the Compensation Committee approved the performance measures for the 2009 AIP.  Again, these
AIP awards are made based on achieving a certain level of performance in the measures set forth above at pages
33-35, which diversifies the risk associated with any single indicator of performance.  Additionally, prior to any
amounts being paid pursuant to the AIP awards, the Compensation Committee shall have certified that the relevant
performance results have been attained.  Additionally, discretion may be exercised in the final amounts paid based on
a review of individual and corporate performance.  For these reasons the Compensation Committee does not believe
the AIP awards encourage unnecessary risk-taking that may threaten the value of the Company or the manipulation of
reported earnings to enhance their compensation.

LTI Awards

Some of our employees, namely other officers, are eligible to participate in our 2009 LTI award program, which is
discussed in detail above.  Again the equity incentive awards vest over a multi-year period and are not tied to formulas
that could focus employees on specific short-term outcomes.  The value of these awards depends on the positive
financial performance of our Company over time, as expressed through the increase in share value.  Long-term
equity-based awards such as these encourage employees to act as owners, thus aligning their interests with those of
shareholders.  Additionally, these equity incentive awards are subject to “clawbacks” as discussed above.  For these
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reasons the Compensation Committee does not believe the LTI awards encourage unnecessary risk-taking that may
threaten the value of the Company or the manipulation of reported earnings to enhance their compensation.

Other Commission and Bonus Plans

While the large majority of our employees participate in the AIP described above, sales employees who work in our
distribution units receive a significant portion of their total cash compensation via commission sales incentive
programs (“commission programs”).   The commission programs are used to reward our sales employees for building
and strengthening business relationships, as well as bringing new business to the organization.  The any risks
presented by the incentives in the commission programs are significantly mitigated by the following features of these
programs.  
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The commission programs are reviewed annually by a cross functional team with representatives from human
resources, finance, business unit executives and sales management who evaluate the structure and governance of the
plans to ensure they are in line with our business plan and competitive for the industry.  Additionally, the back-end
administration and payment of the commission sales incentive is handled by a separate team that does not participate
in the commission sales incentive programs.  Furthermore, our sales employees who participate in these commission
plans do not participate in the underwriting or pricing of the products they sell. Based on the foregoing, the
Compensation Committee does not believe the commission plans encourage unnecessary risk-taking that may threaten
the value of the Company or the manipulation of reported earnings to enhance their compensation.

Additionally less than 1% of non-executive employees within Lincoln participate in what we consider "Other Bonus
Plans".  This group is limited, and the award is designed to be approximately the same size of the award these
employees would receive if they participated in the AIP.  Lastly, many employees are eligible to receive a nominal
quarterly or annual employee recognition award.  Awards nominees are reviewed by senior leaders in the businesses
and recipients are selected based on pre-established list of criteria.  For these reasons the Compensation Committee
does not believe these types of nominal awards encourage unnecessary risk-taking that may threaten the value of the
Company or the manipulation of reported earnings to enhance their compensation.

Compensation Committee Certification in accordance with the Treasury Rules

The Compensation Committee certifies that:

(1) It has reviewed with LNC’s senior risk officers the compensation plans for our senior executive officers (“SEO”) and
has made all reasonable efforts to ensure that these plans do not encourage our SEOs to take unnecessary and
excessive risks that threaten the value of the Company;

(2) It has reviewed with LNC’s senior risk officers the employee compensation plans and has made all reasonable
efforts to limit any unnecessary risks these plans pose to the Company; and

(3) It has reviewed the employee compensation plans to eliminate any features of these plans that would
encourage the manipulation of reported earnings of the Company to enhance the compensation of any employee.

The members of the Committee have reviewed and discussed this Compensation Discussion & Analysis with
management.  Based on that review and discussion, the Committee has recommended to the Board of Directors of the
Corporation that the Compensation Discussion & Analysis be included in this proxy statement and incorporated by
reference into the Corporation’s Form 10-K for the year ended December 31, 2009.

The
Compensation
Committee

Patrick S.
Pittard, Chair
Eric G.
Johnson
Michael F.
Mee
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Summary Compensation Table

The table below contains information about our NEOs’ compensation earned or paid during the fiscal year ended
December 31, 2009.  The NEOs are:

•  our CEO and CFO; and
•  our three other most highly compensated executive officers employed on December 31, 2009.

Name and
Principal
Position Year

Salary
($)

Bonus
($)

Stock
Awards
($)1

Option
Awards
($)1

Non-Equity
Incentive
Plan

Compensation
($)2

Change
in

Pension
Value
and
Non-

Qualified
Deferred

Compensation
Earnings
($)3

All Other
Compensation

($)4
Total
($)

2009 2,239,123 __ 3,026,447 __ 1,328,533 94,030 308,463 6,996,596
Dennis R.
Glass 2008 1,000,000 __ 1,250,002 2,500,007 800,000 __ 2,259,340 7,809,349
President and
CEO of LNC 2007 929,231 __ 4,742,459 3,845,660 2,352,781 555,686 8,156,411 20,582,228

2009 825,643 __ 1,164,428 __ 335,447 27,456 82,562 2,435,536
Frederick J.
Crawford 2008 509,769 __ 358,280 716,554 244,400 15,073 135,408 1,979,484

 CFO of LNC2007 498,077 __ 1,656,046 748,262 758,350 64,860 707,986 4,433,581
Patrick P.
Coyne 2009 2,501,110 __ 1,108,724 0 __ __ 35,378 3,645,212
President,
Lincoln
National
Investment
Companies,
Inc. and
Delaware
Management
Holdings,
Inc.

2008 469,539 __ 660,868 791,955 423,447 __ 1,217,484 3,563,293

2007 450,000 __ 1,667,497 746,824 1,804,976 __ 690,283 5,359,580
Wilford H.
Fuller5

2009 355,385 800,181 1,517,151 398,401 1,428,000 __ 471,197 4,970,315

President,
Lincoln
Financial
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Advisors
Mark E.
Konen5 2009 908,563 75,000 1,630,640 581,920 449,134 20,673 110,325 3,776,255
President,
Insurance
Solutions
and
Retirement
Solutions 2008 499,327 __ 330,772 661,502 86,240 __ 236,088 1,813,929

1. Represents the grant date fair value of stock and option awards that were granted in 2009, 2008 and 2007.  The fair
values of these awards were determined in accordance with Financial Accounting Standards Board (FASB)
Accounting Standards Codification (ASC) Topic 718, Stock Compensation (formerly, FASB Statement 123R).  The
assumptions made in calculating the grant date fair value of stock and option awards with respect to the years
ended  December 31, 2007, 2008 and 2009 are set forth in Note 20 of the Notes to the Consolidated Financial
Statements, included in Item 8 of the Form 10-K for the year ended December 31, 2009.  The stock and option awards
granted in 2009 are described in more detail in the Grants of Plan-Based Awards table below.  The value of the stock
awards shown for Messrs. Glass, Crawford and Konen includes the amounts for Salary Shares, net of withholdings,
paid in accordance with the Treasury Rules for CPP participants as discussed in the CD&A at page 32. The value of
the stock awards shown for Mr. Fuller includes grants under the 2007-2009 LTI Cycle and the 2008-2010 LTI Cycle
in conjunction with the commencement of his employment with the Company, which were disclosed based upon the
probable outcome of the performance conditions associated with these awards on the date of grant.  Assuming the
highest level of performance under these awards, the grant date fair value of Mr. Fuller’s stock awards would be
$2,510,258.

2. Represents the AIP awards earned for the 2009 performance period under the Amended and Restated ICP.  Mr.
Glass, Mr. Crawford and Mr. Konen are subject to certain restrictions under the Treasury Rules for CPP participants,
and therefore, no AIP award amounts were accrued for any of these individuals after July 10, 2009.  The amounts
accrued prior to July 10, 2009, which have been earned and are listed in the table above, cannot be paid out until such
time as we have repaid the investment made by the Treasury under CPP.  More information on the AIP awards,
including the applicable performance targets, is provided in the Grants of Plan-Based Awards table below and the
CD&A on pages 33 to 38.

3.  These amounts reflect solely the total of all increases in the actuarial present value of each NEO’s (except Mr.
Coyne) accumulated benefits, for 2009, from year-end 2008 to year-end 2009, for 2008 from year-end 2007 to
year-end 2008, and for 2007, from year-end 2006 to year-end 2007, under our qualified and non-qualified defined
benefit pension plans shown in the Pension Benefits table on page 57.  For Messrs. Glass and Konen the amounts
attributable to the change in pension value for 2008 resulted in a decrease of $(107,566), and $(22,092)
respectively.  We froze all of our qualified and non-qualified defined benefit pension plans at the end of 2007.

Present values are calculated at year-end 2007, 2008 and 2009, respectively, using the interest rate and mortality rate
assumptions used in Note 16, Note 18 and Note 18 of the Notes to our Consolidated Financial Statements, included in
Item 8 of the Forms 10-K for the fiscal years ended December 31, 2007, 2008 and 2009, respectively.  Totals for the
plans listed above include the sum of increases only.
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As an employee of Delaware, Mr. Coyne participated in a defined contribution plan only.  See footnote 4 below. The
NEOs did not have any preferential non-qualified deferred compensation earnings.

4.  All Other Compensation:

Name
Perquisitesa

($)

Tax Gross-ups
or

Miscellaneousb
($)

401(k)
Matching

Contributionsc
($)

Additional
Company

Contributions
into

Deferred
Compensation
Plan (Match,

Core
and

Transitional
Contributions)c

($)

Special
Executive
Credit into
Deferred

Compensation
Pland
($)

TOTAL
($)

Dennis R.
Glass 16,600 0 32,500 259,363 0 308,463

Frederick
J.
Crawford

0 0 24,500 20,361 37,701 82,562

Patrick P.
Coyne 13,140 0 8,040 14,198 0 35,378

Wilford H.
Fuller 261,767 160,609 20,013 11,039 17,769 471,197

Mark E.
Konen 16,779 0 32,500 51,068 9,978 110,325

(a)  For Mr. Glass, the amount reflects the cost of matching charitable gifts made by the Lincoln Financial
Foundation, Inc. on his behalf and the reimbursement of financial planning expenses.

For Mr. Coyne, the amount reflects matching charitable gifts made by Lincoln Financial Foundation, Inc. on his
behalf, the reimbursement of financial planning and tax preparation expenses.

For Mr. Fuller, of the amount listed $258,802 is for relocation expenses; the remainder reflects the reimbursement of
expenses for a medical exam, the cost of attending sporting events, and the incremental cost of activities and welcome
items for him and his spouse in connection with offsite business events, which spouses were expected to attend.

For Mr. Konen, the amount reflects the cost of the annual installment of the country club initiation fees, the cost of
attending sporting events, matching charitable gifts made by Lincoln Financial Foundation, Inc. on his behalf, the
reimbursement of tax preparation expenses and the incremental cost of activities and welcome items for him and his
spouse in connection with offsite business events, which spouses were expected to attend.

More information regarding perquisites and personal benefits, including the manner in which we value personal use of
the corporate aircraft is discussed under “Narrative Disclosure to the Summary Compensation and Grants of
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Plan-Based Awards Tables” below on pages 52-53.

(b)  Represents amounts grossed-up for Mr. Fuller in connection with amounts paid for his relocation expenses.

(c)  Represents company matching contributions under our Employees’ Savings and Retirement Plan, or 401(k) plan,
and excess matching contributions to the DC SERP, which are amounts above applicable Internal Revenue Code
limits.  In addition, Mr. Coyne, as an employee of Delaware, participated in the DRP.  All obligations under the
DRP were transferred to the buyer upon the closing of the sale of Delaware on January 4, 2010.

 (d)  For all NEOs (except Messrs. Glass and Coyne), an additional contribution—a “special executive credit”— was made to
the DC SERP, which is described
        in more detail in the CD&A on page 42 above.  

5.  Mr. Fuller joined the Company in February 2009 and Mr. Konen was not an NEO in 2007.
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Grants of Plan-Based Awards

The table below provides information on grants of plan-based awards during fiscal year 2009 to the NEOs.  Except for
Mr. Coyne, all awards were granted under the LNC 2009 ICP.  Mr. Coyne’s stock awards were for DIUS RSUs
granted under the DIUS ICP, which are restricted units of DIUS common stock.

Name Grant Date

Estimated Possible Payouts
Under Non-Equity Incentive

Plan Awards

Estimated Future Payouts
Under Equity Incentive

Plan Awards

All
Other
Stock
Awards:
Number

of
Shares
of

Stock or
Units
(#)

All Other
Option
Awards:
Number of
Securities
Underlying
Options
(#)

Exercise
or
Base
Price
of

Option
Awards
($/SH)

Grant
Date
Fair
Value
of Stock
and

Option
Awards
($)11

Threshold
($)

Target
($)

Maximum
($)

Threshold
(#)

Target
(#)

Maximum
(#)

Dennis R.
Glass

12,500 2,000,0004,000,0001
291,667 1,166,6672,333,3342

11/2/20099 77,305 1,888,561
11/6/200910 10,962 255,634
11/20/200910 10,597 255,653
12/4/200910 11,050 255,642
12/18/200910 7,803 185,477
12/31/200910 7,455 185,480

Frederick
J.

Crawford

3,156 561,000 1,122,0001
85,848 334,390 668,7802

11/2/20099 30,700 750,001
11/6/200910 3,554 82,879
11/20/200910 3,436 82,894
12/4/200910 3,583 82,893
12/18/200910 3,487 82,886
12/31/200910 3,331 82,875

Patrick P.
Coyne

2,174 1,739,0003,478,0001
5/14/20098 17,532 1,108,724

Wilford
H. Fuller

1,563 1,000,0002,000,0001
70,000 280,000 560,0002

2/23/20093 7,793 15,586 31,172 17,628
2/23/20094 1,387 33,254 66,508 94,026
2/23/20095 66,313 750,000
2/23/20096 34,483 390,003
5/14/20097 38,755 16.24 398,401
5/14/20098 14,762 265,495

Mark E.
Konen

1,100 703,800 1,407,6001
102,245 408,980 817,9602

5/14/20097 56,607 16.24 581,920
5/14/20098 21,561 387,775
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11/2/20099 32,985 805,824
11/6/200910 3,748 87,403
11/20/200910 3,623 87,405
12/4/200910 3,778 87,404
12/18/200910 3,678 87,426
12/31/200910 3,513 87,403
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1.  Represents the potential 2009 AIP awards.  These potential AIP amounts do not reflect the impact of any forfeiture
under the Treasury Rules for CPP participants, which did not apply to us at the time of grant of these awards.  Actual
amounts earned by the NEOs are reflected in the Summary Compensation Table.  More information on the 2009 AIP
awards, including the applicable performance targets, is provided in the CD&A on pages 33-38.

2. Represents one-third of each NEO’s LTI target, except for Mr. Coyne, awarded as long-term incentive performance
awards for the 2009-2011 performance cycle, payable in cash.  Awards under the 2009-2011 performance cycle will
be determined in the first quarter of 2012 (for the performance period ending December 31, 2011) and the amount of
the award that vests may range from 0% to 200% of target depending on the satisfaction of the performance
goal.  These potential LTI amounts do not reflect the impact of any forfeiture under the Treasury Rules for CPP
participants, which did not apply to us at the time of grant of these awards.  For information on the 2009-2011
performance awards and the effect of the Treasury Rules for CPP participants, see the CD&A on pages 38-39.

3.  Represents the pro-rata portion of Mr. Fuller’s LTI target for the 2007-2009 performance cycle which was granted
at the February 23, 2009 Compensation Committee meeting in conjunction with the commencement of Mr. Fuller’s
employment.  In February 2010, the Compensation Committee confirmed that the performance goals for the
2007-2009 performance cycle were not satisfied, and as a result, no awards were paid out for the 2007-2009
performance cycle.  

4.  Represents the pro-rata portion of Mr. Fuller’s LTI target for the 2008-2010 performance cycle which was granted
at the February 23, 2009 Compensation Committee meeting in conjunction with the commencement of Mr. Fuller’s
employment.  Awards under the 2008-2010 performance cycle will be determined in the first quarter of 2011 (for the
performance period ending December 31, 2010) and the amount of the award that vests may range from 0% to 200%
of target depending upon the satisfaction of applicable performance goals.

5.  The award of RSUs granted to Mr. Fuller on February 23, 2009, which is described in the CD&A on page 29
above, vest in full on February 23, 2012.  Dividends accrue on the restricted stock units at the normal dividend rate.

6.  The award of RSUs granted to Mr. Fuller on February 23, 2009, which is described in the CD&A on page 29
above, vest in three equal annual installments beginning on February 23, 2010.  Dividends accrue on the restricted
stock units at the normal dividend rate.

7.  As described in the CD&A on page 38 above, approximately 40% of the 2009 LTI program awards for Mr. Konen
and Mr. Fuller were awarded in the form of options as reflected in the All Other Option Awards column above.  The
options granted have ten year terms.  The options vest ratably over a three-year period, with one-third vesting on each
anniversary of the grant date.  These options do not have a reload feature.  The amounts shown for these options do
not reflect the impact of any forfeitures under the Treasury Rules, which did not apply to us at the time of grant of
these awards.  At the request of Mr. Glass and Mr. Crawford, the Compensation Committee did not grant Mr. Glass or
Mr. Crawford an award of options under the 2009 LTI program.

8.  As described in the CD&A on page 38, approximately 26.7% of the 2009 LTI program awards for Mr. Konen and
Mr. Fuller were awarded in the form of RSUs as reflected in the All Other Stock Awards column above.  These RSUs
vest in full on the third anniversary of the grant date.  The amounts shown for these RSUs do not reflect the impact of
any forfeiture under the Treasury Rules, which did not apply to us at the time these RSU awards were granted.  At the
request of Mr. Glass and Mr. Crawford, the Compensation Committee did not grant Mr. Glass or Mr. Crawford an
award of RSUs under the 2009 LTI program.  Mr. Coyne received 100% of his 2009 LTI program award in the form
of DIUS RSUs that were to vest ratably over a four-year period, with one-quarter vesting on each anniversary of the
grant date.  These DIUS RSU awards were granted under the Delaware ICP.  All obligations under the Delaware ICP
were transferred to the buyer in connection with the closing on the sale of Delaware on January 4, 2010.
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9.  As described in the CD&A on page 32, certain of our NEO’s were awarded a grant of long-term RSUs that comply
with the Treasury Rules.  These RSUs vest in full on the third anniversary of the grant date.

10.  As described in the CD&A on page 32, certain of our NEO’s received Salary Shares that comply with the Treasury
Rules.  As noted in the CD&A, portions of these salary shares are subject to holding restrictions from 2 to 5 years
from the date of grant.

11.  Represents the grant date fair value of each award determined in accordance with FASB ASC Topic 718, and
does not reflect the impact any forfeiture under the Treasury Rules. All assumptions made in calculating the aggregate
fair value are set forth in Note 20 of the Notes to the Consolidated Financial Statements, included in Item 8 of the
Form 10-K for the fiscal year ended December 31, 2009.
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Narrative Disclosure to the Summary Compensation and Grants of Plan-Based Awards Tables

In general, the fixed or certain elements of compensation—base salary, retirement benefits and health and welfare
benefits—make up the smallest percentage of total executive compensation, while the largest component of total
compensation—incentive awards—fluctuates and is at risk based on our financial performance.

Perquisites and Personal Benefits

The following discusses the primary perquisites and personal benefits offered to the NEOs in 2009, not all of which
were used by the NEOs.  Under the financial planning and tax preparation program, the NEOs, along with the other
executive officers, were eligible for reimbursement of the costs of utilizing a Lincoln Financial Network financial
planner to provide financial planning services.  The reimbursement opportunity was equal to 100% of the first $1,800
of costs, plus 50% of costs above that amount up to a maximum of $6,000.  In addition, the same officer group was
eligible to receive up to $2,700 for the reimbursement of tax preparation services provided by any fee-for-service tax
preparer who was a certified public accountant, excluding Ernst & Young, LLP, our independent registered public
accounting firm.  If the officer does not use the entire tax preparation reimbursement allowance in a year, any
remaining amount may be applied to the financial planning reimbursement, but not vice versa.

In 2005, the Committee adopted a policy advising our CEO to use the corporate aircraft for personal travel as well as
business, when practical.  The policy was adopted due to security concerns and to allow for more efficient travel time
so that the CEO can devote more time to our business.  However, in March 2009, our CEO advised us that he does not
intend to use the corporate aircraft for personal travel, unless he reimburses us in accordance with the Time Sharing
Agreement as provided for under FAA regulations.  In general our policy with respect to other executive officers’
personal use of the corporate aircraft is as follows.  To the extent any executive and guest of an executive used
corporate aircraft for personal purposes, the usage was treated as a perquisite for proxy statement reporting
purposes.  For purposes of determining the value of such services, the personal use is calculated based on the
aggregate incremental cost to us.  For personal flights on corporate aircraft, aggregate incremental cost is calculated
based on a cost-per-flight-hour charge that reflects the operating costs of the aircraft, including parts, labor, overhauls
(but not engine overhauls of the type incurred every 5-10 years), fuel, landing and parking fees/taxes and crew travel
expenses.  We also include, as an aggregate incremental cost, any empty aircraft flights necessary to reposition the
corporate aircraft (i.e., dead head flights) resulting from a personal flight.  Executive officers, their families and
invited guests occasionally fly on the corporate aircraft as additional passengers on business flights.  Since such flights
do not result in additional aggregate incremental costs under our cost-per-flight-hour methodology, no incremental
cost is reflected in the Summary Compensation Table.  Finally, if more than one executive officer is on a personal
flight, we allocate the incremental cost on a proportional basis depending on the number of guests of each officer.

We also have a matching charitable gift program.  Under the program in 2009, all NEOs were eligible to apply for
matching contributions of up to $10,000.  Our full-time employees are eligible to apply for up to $2,500 in matching
contributions.

Other Considerations

In addition to the material terms of grants described in the footnotes to the Grants of Plan-Based Awards table above,
we wish to point out the following:

•  The exercise price and tax withholding obligations related to the exercise of all options may be paid by delivery of
shares, subject to certain conditions.

•  
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With respect to stock awards, we withhold a sufficient number of shares to satisfy the NEO’s mandatory minimum
tax withholding obligations upon vesting at the NEO’s election.

•  The LTI option and stock awards granted in 2009 vest as follows:

§  restricted stock unit awards granted on May 14, 2009 vest in full on the third anniversary of the grant date; and
§  stock options granted on May 14, 2009 vest in 3 equal annual installments beginning on May 14, 2010.
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•  The CPP-compliant long-term restricted stock unit awards granted on November 2, 2009 vest in full on the third
anniversary of the grant date.

•  Options and stock awards are not transferable except by will or pursuant to the laws of descent and distribution,
unless the Compensation Committee permits such a transfer.  The Compensation Committee has not permitted (nor
historically permitted) a transfer with respect to any of the awards shown in the Grants of Plan-Based Awards table
above.

•  In cases where an executive participating in the 2009 LTI program dies, is disabled, voluntarily leaves the company
after attaining age 55 with five years of service, or is involuntarily terminated for any reason other than for cause
and signs a general release of claims against us, the executive (or the executive’s beneficiary) will receive a
pro-rated performance award based on the number of days of service out of the total number of days in the
three-year performance cycle, provided that the applicable performance goals are achieved, and the Compensation
Committee does not exercise its discretion not to pay out on the award.  Any payout will be made at the same time,
and in the same manner, as other participants are paid.

•  The performance measures for the 2009 AIP and 2009-2011 LTI performance awards are discussed above in the
CD&A on pages 33-38.

· The 2009 options fully vest upon a change of control, as defined in the LNC COC Plan.  The Treasury Rules prohibit
the acceleration of vesting of these options under the LNC COC Plan for Messrs. Glass, Crawford, Coyne and
Konen while we are a participant in the CPP.

•  The option and restricted stock unit awards are subject to four restrictive covenants in the form of non-competition,
non-solicitation, non-disparagement, and non-disclosure provisions.  We have the right to “claw-back” an
award—specifically, to demand that the NEO return the shares to us upon breach of one of the covenants.  The
restrictive covenants and the “claw-back” right expire six months after an option exercise or payment of performance
shares.  However, we will have the right to claw-back any vested shares if the NEO is terminated for “cause” at any
time after a share vests (no expiration date).    The awards for our NEOs who are subject to the Treasury Rules,
contain additional clawback language in compliance with the requirements of the Treasury Rules, which provide in
part for the rescission of awards wherein the distribution or accrual was based on materially inaccurate financial
statements or any other materially inaccurate performance metric criteria.

Any vested options may be exercised by the executive or his/her beneficiary (as applicable), until the earliest to occur
of:

•  the expiration of the term of the option,
•  the first anniversary of the date the executive died or was disabled,

•  the fifth anniversary of the date the executive voluntarily left the company after attaining age 55 with five years of
service, or
•  three months from the date the executive was involuntarily terminated for any reason other than for cause.

Under the DC SERP, all of our participating NEOs are eligible to receive an additional contribution—a “special executive
credit” as a percentage of “total pay.”  For the purpose of determining the special executive credit, “total pay” under the DC
SERP means base salary and AIP paid during the fiscal year.  For each NEO except Mr. Coyne, the special executive
credit is calculated annually as follows: 15% of total pay expressed as a percentage, offset by the total of: (a) the
executive officer’s maximum basic matching contribution opportunity (6%), plus (b) core contributions (4%), plus (c)
transition contributions, if any (0.2%-8%) as determined under the 401(k) Plan, each expressed as a percentage.  For
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more details on the DC SERP, the contributions and the calculations of these amounts, see page 58 below.
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Outstanding Equity Awards at Fiscal Year-End

The table below provides information with respect to unexercised options to purchase shares of our common stock,
unvested stock awards and unvested equity incentive plan awards for each NEO as of December 31, 2009 on an
award-by-award basis.

Option Awards Stock Awards
Name

Number of
Securities
Underlying
Unexercised
Options
(#)

Exercisable1

Number of
Securities
Underlying
Unexercised
Options
(#)

Unexercisable1

Equity
Incentive

Plan Awards:
Number of
Securities
Underlying
Unexercised
Unearned
Options
(#)

Option
Exercise
Price
($)

Option
Expiration
Date

Number
of

Shares or
Units
of Stock
That

Have Not
Vested2
(#)

Market
Value
of

Shares
or

Units of
Stock
That
Have
Not

Vested
($)8

Equity
Incentive
Plan

Awards:
Number of
Unearned
Shares,
Units or
Other
Rights

That Have
Not Vested

(#)

Equity
Incentive
Plan

Awards:
Market or
Payout
Value of
Unearned
Shares,
Units or
Other
Rights
That

Have Not
Vested8
($)

Dennis R.
Glass

81,795
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