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In This Thought Piece
If your company’s say-on-pay vote received a low level of
support at your last annual meeting, you will be preparing a
strategy to understand why, and bounce back. After reviewing
the issues, engaging with shareholders and amending your
compensation program as appropriate, you will want to
publish a proxy statement that explains your company’s
compensation philosophy and performance clearly, while
satisfying increased scrutiny from proxy advisors.
This Thought Piece highlights examples of certain key
disclosures that the proxy advisory firms want to see after a
low say-on-pay vote. While some of the following examples
are from proxy statements published by companies after a
low say-on-pay score, others are from companies that publish
these “best practice” disclosures as a matter of course.
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What Proxy Advisors Are Looking For

ISS’ review takes into consideration the following when a say-on-pay proposal receives less
than 70% support:
• The disclosure of details on the breadth of engagement, including information on the frequency and timing of
engagements, the number of institutional investors, and the company participants (including whether independent
directors participated);
• The disclosure of specific feedback received from investors on concerns that led them to vote against the proposal;
• Specific and meaningful actions taken to address the issues that contributed to the low level of support;
• Other recent compensation actions taken by the company and/or the persistence of problematic issues;
• The company’s ownership structure; and
• Whether the proposal’s support level was less than 50 percent, which would warrant the highest degree
of responsiveness.

o https://www.issgovernance.com/file/policy/latest/americas/US-Compensation-Policies-FAQ.pdf

www.argyleteam.com

• Whether the issues raised are recurring or isolated;
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Glass Lewis’ review takes into consideration the following when a say-on-pay proposal
receives less than 80% support:
Our review of a company’s practices also takes into consideration the compensation committee’s response to previous
say-on-pay votes and the level of shareholder support. When a company receives low support for its say-on-pay
proposal, we believe the compensation committee should provide some level of response to shareholders’ concerns,
including engaging with large shareholders to identify the concerns driving the opposition. Shareholders should also
expect adequate disclosure of any such engagement and any resulting feedback or changes being made to address
outstanding concerns.

o https://www.glasslewis.com/say-on-pay/

Disclosure Examples
Presenting Compensation in the Proxy Summary
• To reduce duplication, consider a “light” approach to compensation information in the Proxy Summary with the
“compensation story” pages being in the CD&A.
• Elements to consider for the Proxy Summary, as appropriate:
• The breadth and scope of the business (background about the company).
• Business highlights (not necessarily specifically tied to compensation metrics, although financial and non-financial results
tied to compensation metrics should be included).
• Compensation elements and their metrics (not goals or outcomes – the summary introduces readers to the
compensation plan).
• Pay for performance alignment over time – with the performance metric that’s most relevant for the company and
its industry.
• Compensation governance (“what we do / don’t do”).

www.argyleteam.com

• Shareholder outreach and a summary of resultant changes.
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• If it tells the right story, consider also showing (briefly/visually) that the program works by showing pay for performance over
time, whether that is actual pay or realizable pay or plan payouts over a 3 or 5-year period.
• Proxy Summary examples:
TANGER FACTORY OUTLETS

o https://www.sec.gov/Archives/edgar/data/899715/000120677419001227/skt_courtesy-pdf.pdf

WESTERN DIGITAL

o https://www.sec.gov/Archives/edgar/data/106040/000120677418002861/wdc_courtesy-pdf.pdf
PROXY SUMMARY

FISCAL 2018 EXECUTIVE COMPENSATION HIGHLIGHTS
FISCAL 2018 PAY ALIGNED WITH PERFORMANCE
Our overriding executive compensation philosophy is clear and consistent — we pay for performance. Our executives
are accountable for the performance of our company and the operations they manage and are compensated primarily
based on that performance.

Chief Executive Officer Total Direct Compensation Decreased in Fiscal 2018
Based on the compensation paid or awarded to our Chief Executive Officer (consisting of base salary, short-term
incentive ("STI") awards and fiscal 2018 annual long-term incentive ("LTI") awards), Mr. Milligan’s compensation
decreased 4.4% from fiscal 2017 to fiscal 2018:
CEO Pay Year-over-Year
Fiscal 2017

Fiscal 2018

Base Salary

$1,150,000

$1,250,000

+8.7%

STI Award
(based on amount earned)

$2,932,500

$2,175,000

(25.8%)

$13,762,605

$13,417,083

(2.5%)

$62,519

$279,391

4.5x

$17,907,624

$17,121,474

(4.4%)

LTI Award(1)
(at target level, based on grant date fair value)
All Other Compensation
Total CEO Pay (Fiscal 2018 vs. Fiscal 2017)
For fiscal 2018, we are required to report a one-time
adjustment with respect to the fiscal 2016-2017 performance
stock unit ("PSU") awards because the payout was modified
after the end of fiscal 2017 (as discussed on pages 51-53 of
our 2017 Proxy Statement)

$2,616,907

Total CEO pay reflecting the adjustment as required to be
reported in the Summary Compensation Table for Fiscal 2018
on page 70 of this Proxy Statement

$19,738,381

(1)

Year-over-Year Change

The fiscal 2018 LTI award excludes $2.6 million adjustment for a prior year (fiscal 2016-2017) PSU payout award required to be reported in the
fiscal 2018 Summary Compensation Table in accordance with SEC and accounting rules.

The charts below illustrate the mix of fiscal 2018 fixed pay (base salary) and variable or performance-based pay (annual
STI target and annual LTI awards based on the stock value on the award date) for our Chief Executive Officer and our
other named executive officers (on average).

Named Executive Ofﬁcer Average
Pay Mix (other than CEO)

Chief Executive Ofﬁcer Pay Mix

92%

8%

Base Salary

15%

13%

Annual Target
Bonus

16%

79%

LTI Awards
(at Target Level)

69%

Variable Pay –
At Risk

85%

Variable Pay –
At Risk

www.argyleteam.com

Pay Element
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Shareholder Outreach
• First and foremost, proxy advisors will be looking for a robust presentation of shareholder engagement. Our interpretation
of the ISS guidelines is that, in addition to the usual participants/process/feedback discussion, companies should also
present facts specifically about the feedback from shareholders voting no, and how the company addressed these
concerns. ISS will take board engagement after dissent into consideration when formulating its recommendation on
this year’s SOP and incumbent compensation committee members. Glass Lewis’ general expectation is that boards will
respond to shareholder dissent.
• Efforts made to solicit feedback from shareholders since the last Annual Meeting:
NEWMONT MINING

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/1164727/000120677418000734/nem_courtesy-pdf.pdf
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• “Year-round” shareholder outreach process and cycle:
AMERICAN EXPRESS

MCDONALD’S

o h ttps://www.sec.gov/Archives/edgar/
data/63908/000120677419001299/
mcd_courtesy-pdf.pdf

www.argyleteam.com

o h ttps://www.sec.gov/Archives/edgar/data/4962/000120677419000869/axp_courtesy-pdf.pdf
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o https://www.sec.gov/Archives/edgar/data/106040/000120677418002861/wdc_courtesy-pdf.pdf
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Changes Made as a Result of Shareholder Outreach
• Any changes to the compensation program should be clearly highlighted and emphasized.
Particularly if additional changes were made following last year’s say-on-pay vote, we would
suggest visually showing changes over multi-year period and emphasizing that the evolving
program is in line with shareholder feedback – even better if the program has evolved in line with
the company’s strategic transformation initiatives.
• Timeline of changes:
SANDRIDGE ENERGY

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/1349436/000120677418001297/sd_courtesy-pdf.pdf
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• A visually impactful chart to highlight “what we heard / what we did” may be presented in the proxy summary and
the CD&A:
JEFFERIES FINANCIAL

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/96223/000120677419000439/jef_courtesy-pdf.pdf
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CONOCOPHILLIPS

www.argyleteam.com

o http://static.conocophillips.com/files/resources/18proxystatement.htm#1
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MATTEL
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o https://mattel.gcs-web.com/static-files/9b271e77-503a-4264-933b-1212bf78b64d
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Letter from the Compensation Committee
• After a low/failed say-on-pay vote, we recommend a carefully considered Compensation Committee letter to explain their
rationale for compensation decisions, and any additional changes that have been made.
CHESAPEAKE ENERGY Q&A

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/895126/000110465918022869/a18-3046_1def14a.htm
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THE COCA-COLA COMPANY (LETTER AND “COMPENSATION COMMITTEE INSIGHTS”)

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/21344/000120677419000735/ko_courtesy-pdf.pdf
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CVS HEALTH

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/64803/000120677419001240/cvs_courtesy-pdf.pdf
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SANDRIDGE ENERGY

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/1349436/000120677418001297/sd_courtesy-pdf.pdf
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SOUTHERN COMPANY

www.argyleteam.com

o https://www.southerncompanyannualmeeting.com/media/2517/346338-1-_35_southern-company_nps_wr-spread-_r1.pdf
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• In a similar manner, a graphic may be used to highlight the Compensation Committee’s consideration of CEO performance
vs. outcome.
MORGAN STANLEY

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/895421/000119312519099179/d637011ddef14a1.pdf
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Appropriately Challenging Goals
• Shareholders will want to see that the goals on which compensation is based are challenging, given the company’s
business model, industry and past results.
• Show how the process for setting those goals takes those and other company/industry-specific factors into account,
resulting in goals that evolve as those factors evolve.
CONOCOPHILIPS

www.argyleteam.com

o http://static.conocophillips.com/files/resources/conocophillips-2018proxy.pdf
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• Evolution of goals over a three-year period:
COGNIZANT

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/1058290/000120677418001288/ctsh_courtesy-pdf.pdf
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• Outcomes/status of long-term plans:
TARGET

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/27419/000130817917000174/ltgt2017_def14a.pdf

• Summary Compensation Table vs. Realized Compensation:
BORG WARNER

o https://cdn.borgwarner.com/docs/default-source/investors/2018-proxy-statement.pdf?sfvrsn=9448cb3c_16
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Clear Link Between Compensation Program and Strategy
Compensation program complexity has been a criticism of investor groups, and with this in mind, the link between pay and
performance/strategy cannot be made clear enough:
EXELON

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/1109357/000120677419000934/exc_courtesy-pdf.pdf
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Scorecard to Highlight NEO Performance
ALLSTATE

o h ttps://www.sec.gov/Archives/edgar/

www.argyleteam.com

data/899051/000120677419001263/
all_courtesy-pdf.pdf
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CEO Achievements
Over Time
COCA COLA

o https://www.coca-colacompany.com/
content/dam/journey/us/en/private/
fileassets/pdf/2013/03/2013-coca-colaproxy.pdf


HOLOGIC

www.argyleteam.com

o https://www.sec.gov/Archives/edgar/data/859737/000120677419000140/holx_courtesy-pdf.pdf
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About Argyle
We are a creative communications firm offering end-to-end,
in-house execution capabilities.
Our experienced and passionate team is composed of attorneys, designers, project
managers, thinkers and web developers. We collaborate together around a process
that encompasses drafting, editing, designing and publishing across all digital and
print channels.
We are thrilled that communications prepared by Argyle have contributed to trustful
relationships between our clients and their readers, whether investors, employees or
other stakeholders.
In turn, our commitment to our clients has resulted in meaningful long-term
relationships with some of the most respected public and private companies in
the world.
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