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Executive Summary
Going into 2020, corporate America continues to face pressure from 

shareholders on the most critical governance issues.  Shareholder 
engagement has become pivotal in today’s landscape to avoid any 
repercussions from investors and to ensure sound corporate performance.  
As a result, companies frequently search for approaches to best showcase 
shareholder value. Oftentimes, this comes in the form of the annual proxy 
statement (DEF 14A).

The proxy statement is a required SEC document, filed by corporations as 
a recap of the prior fiscal year. Over the years, proxies have come to serve 
as an effective vehicle for shareholder transparency and to detail policies 
around corporate governance practices and executive compensation. 
Investors are paying close attention to how companies are reacting and 
responding to the most pressing governance issues, and the proxy is an 
avenue for companies to highlight efforts around those issues. 

Proxy statements are unique to each company and encompass a number 
of key elements. In particular, the CD&A portion breaks down the executive 
compensation programs and strategies of a company, a prime area of 
focus for shareholders.  Given the high volume of information disclosed in 
proxies, investors often find it difficult to navigate through a proxy statement 
to find the most vital information for a respective company’s governance 
polices, particularly those of larger companies.  Therefore, it is essential that 
companies are cognizant of what they choose to disclose in their proxies 
and how they display those disclosures. This report will discuss trends and 
strategies companies across the Equilar 100 are implementing to facilitate 
effective shareholder usage and understanding of the proxy statement.

CD&A Word Count Decreases, but Remains Lengthy 

The average CD&A word count reached 9,359 words in 2018. Prior to 2018, 
the average CD&A word count was on a steady climb. From 2014 to 2017, 
average word count increased by almost 500 words. This comes as little 
surprise, given the fact that companies have adapted to stricter financial 
regulations and are leveraging the CD&A to tell their pay stories more 
effectively. However, the slight decrease in word count in 2018 may signal 
that companies are making an effort to truncate and optimize the amount of 
information that they choose to include within their CD&As. 

Perhaps as a result of the increased proxy length since 2014, as well as a 
means for shareholders to absorb key information in a more organized 
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manner, the prevalence of companies using a table of contents has 
increased over the last five years. In 2018, 36.4% of companies used a table 
of contents—this is up from 24.2% of companies in 2014. Furthermore, 
companies placed a greater focus on highlighting prominent features within 
the proxy, as the usage of supplemental graphs—such as an illustration of 
compensation planning process or comparison charts—increased by 1.2% 
since 2014. However, their popularity saw a decline between 2017 and 
2018 by 3.1 percentage points. Meanwhile, the use of pay mix graphs saw a 
substantial decline in 2018. While peaking in 2017 at 84.8%, the prevalence 
of companies using a pay mix graph for at least one of their top named 
executive officers dropped by six percentage points to 78.8% in 2018. These 
findings may indicate that while companies are still heavily relying on visual 
elements to illustrate compensation practices, they are doing so at a lower 
rate. 

Telling the Pay Story in Innovative Ways 

The inclusion of alternative pay calculations and graphs is an effective approach 
for companies to tell their pay strategies, and the decisions behind them, to 
key stakeholders. In 2018, 46.5% of companies used some form of alternative 
compensation calculation, such as realized or realizable pay, within the CD&A 
portion of the proxy. While this represents a 2.1 percentage point increase from 
2017, there was no change from the first year of the study. The prevalence 
of companies disclosing a pay for performance graph remained consistent 
between 2017 and 2018 at 22.2%—a two percentage point decline from 2014. 
Companies leverage pay for performance graphs to specify the breakdown 
of compensation into fixed and variable pay categories, highlighting how 
performance aligns with an executive’s pay. By using these graphs, companies 
are sending a message to shareholders that they are making a concerted effort 
to tie corporate performance to their compensation strategies in a clear, robust 
manner.

Alternative Pay Graphs

46.5%    46.5%

Compensation Program Checklist

72.7%    74.5%

Pay for Performance Graphs

24.2%    22.2%

Telling a Pay Story
(percentage of Equilar 100 companies, 2014   2018)
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Executive Summary

Preparing for Proxy  
Season 2020

Please join Equilar and 
DFIN for a webinar on 
December 10 to discuss 
key strategies for proxy 
design heading into the 
2020 proxy season. 
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Methodology

Key Findings
1. 75.8.% of Equilar 100 companies used a proxy summary in the annual proxy in 2018 

2. The word count of Equilar 100 companies’ CD&A portion saw a decline for the first time in five years, dropping 
to an average of 9,359 words in 2018

3. The number of companies that included a pay mix graph fell six percentage points from 2017 to 2018, down 
to 78.8% of companies

4. After hovering around 77.0-79.0%, the number of companies that included a compensation program checklist 
decreased by 3.3 percentage points from 2017 to 2018, down to 74.5%

5. In 2018, 46.5% of Equilar 100 companies included a graph displaying an alternative pay calculation different 
from those displayed in the summary compensation table, such as realized or realizable pay

Preparing for Proxy Season 2020: The Compensation Discussion & Analysis, an Equilar Publication, analyzes the annual 
proxy statements and subsequent CD&As of companies in the Equilar 100—the top 100 U.S.-listed companies by 
revenue—over the last five fiscal years. Samples included a total of 100 companies in 2016-2018, 99 companies from 
2015, and 98 companies in 2014. Fiscal year one was defined as companies with a fiscal year ending from June 1, 2018 
and May 31, 2019, with subsequent years following suit. Disclosure examples were chosen to highlight both the typical 
and exceptional examples of proxy disclosure.

The narrative part of this report highlights disclosure as well as proxy design trends and features of Equilar 100 
companies. DFIN has provided independent commentary for added context and color regarding specific proxy 
statement disclosures, as well as insight on how to navigate through disclosures heading into 2020.



To provide additional perspective on the trends uncovered 
in  Preparing for Proxy Season 2020, Equilar spoke with 
contributor Ron Schneider, Director of Corporate 
Governance Services at DFIN, to discuss the many 
considerations companies should take into account 
heading into the 2020 proxy season. Below is a snapshot 
of the conversation with Schneider. A deeper dive into this 
discussion and Schneider’s take on the most pivotal areas of 
governance policies to highlight in the proxy can be found at 
the end of this report.   

Equilar: Going into the 2020 proxy season, what should 
companies consider when constructing their proxies?  
Are there particular visual elements that are most 
effective both in attracting the attention of readers and 
appropriately communicating key information?  

Ron Schneider: Proxies continue to transition from 
a compliance focus to a strategic communication 
document, including voluntary or contextual information 
not required by the SEC and, as a result, are typically 
becoming longer over time. Many investors report 
using the proxy as a “reference” rather than a “reading” 
document. Hence, there is a greater need for efficient 
navigation and digestible text and visual elements.

Devices we see employed that can aid in this  
digestibility include:

1. The document’s cover incorporates company 
branding and key messages, including images of their 
business, products or services, and markets  
and customers.

2. CEO and/or board level substantive cover letters 
that highlight key strategies and initiatives, provide 
important context and help to humanize the board and 
executive leadership.

3. Proxy summaries highlighting key messages that are 
subsequently discussed at greater length. Topics can 
include some, or all, of the following:

 ► Company and strategy overview

 ► Performance (against strategy) highlights

 ► Governance and board highlights

 ► Compensation highlights

 ► ESG/sustainability/human capital management 
(HCM) highlights

4. Detailed tables of contents (TOC) to aid in 
locating topics of interest. Many companies include 
supplemental CD&A TOC’s or “roadmaps” to  
their content.

5. Director nominee photos to highlight diversity and 
humanize the board.

6. Board diversity graphics to highlight relevant aspects 
of diversity, including, but not limited to, gender, age, 
tenure, ethnic/racial/geographic diversity.

7. Board skills matrices (including the relatively newer 
“matrix-lite” versions) to highlight the presence and 
prevalence of important board skills and attributes.

8. Flow diagrams to explain key processes, such as, 
but not limited to, board evaluation/recruitment, CEO 
succession, risk oversight, pay setting and engagement. 
Some companies go one step further and indicate the 
“outcomes” from following these processes.

9. Checklists (“dos and don’ts”) of governance, 
compensation and other practices provide a useful 
snapshot in time.

10. Timelines increasingly are employed to provide a 
longer-term perspective and help companies “get credit” 
for more incremental change.

11. Pay mix graphs provide a high-level overview of 
performance-based (or “at-risk”) compensation.

12. Elements of pay tables expand upon the pay mix 
graph and provide insight into major elements  

Beyond the Numbers
A Q&A With DFIN

(continued on next page)
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of pay. Increasingly, these also discuss the “link to 
business strategy” where appropriate.

13. Pay for performance alignment (PFP) graphs let 
the company explain pay and performance as they see 
it. These can include “alternative pay” (i.e., realized or 
realizable pay). These may compete with or provide  
an alternative view to the PFP analyses of proxy 
advisors, and even of significant investors that run  
their own modeling.

14. And increasingly, ESG/HCM highlights, demonstrating 
board level oversight of the company’s relevant risks 
and opportunities and even demonstrating their 
progress toward established objectives (i.e., their 
“sustainability journey”).

Equilar: In this age of activism, how can companies use 
proxy disclosures to be more defendable to shareholders 
and showcase value? What are some best practices? Do 
practices differ from company to company? 

Ron Schneider: Different factors are material to 
different industries and even companies, stages of 
growth and competitive environments. What is clear 
though, is that no company is immune to potential 
activism, whether due to size, regulation or otherwise. 
Rather than wait for activist challenges to emerge, 

companies should:

1. Engage with their top, long-term investors, develop 
relationships with them and learn first-hand about 
their informational needs, then disclose the scope and 
perhaps nature of these engagement efforts.

2. Tell their best stories now, including:

 ► Business strategy and how that is appropriate for 
the current environment.

 ► Performance against that strategy (even if it isn’t 
presently translating into stock price appreciation).

 ► Board diversity, the mix of skills and the processes 
driving board refreshment.

 ► Pay alignment with business strategy.

 ► Board level oversight of ESG-related risks  
and opportunities.

A Deep Dive: Navigating 
Through Proxy Statements

on page 19 of this report.

Read More From
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Figure 1

Data Points

 ► Proxy summaries have grown in popularity by 17.3% across the Equilar 100 since 2014 (Fig. 1)

 ► The greatest change was between 2014 and 2015, where the prevalence grew by 6.1 percentage points (Fig. 1)
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Figure 2

Data Points

 ► The prevalence of an executive summary within the CD&A remained consistent in 2014 and 2018, at  
78.8% (Fig. 2)

 ► The most significant change was between 2015 and 2016, where the prevalence decreased by 1.8 percentage 
points (Fig. 2)
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Figure 3 Companies Including a CD&A Table of Contents

Data Points

 ► Over the past five years, the percentage of companies that used a table of contents in their CD&As grew by 
50.4%, reaching 36.4% in 2018 (Fig. 3)

 ► Between 2016 and 2017, the popularity of a table of contents in CD&As across the Equilar 100 grew by  
6.1% (Fig. 3)
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Figure 4 Companies Including a Compensation Program Checklist

Data Points

 ► Compensation program checklists were most popular in 2015 and 2016 at 78.8% and 79.0%, respectively  (Fig. 4)

 ► The most significant change took place between 2014 and 2015, when the popularity increased by 6.1 
percentage points (Fig. 4)
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Disclosure Example 1 Program Checklist

Allstate Corporation (ALL) 
DEF 14A (p.38) 

Filed 4/8/19

A compensation program checklist is an effective approach to depict what a company is doing and what they are not doing in 
terms of executive compensation strategy. This disclosure from the Allstate proxy statement is a prime example of conveying 
compensation practices to shareholders in a concise manner.

Executive Compensation | Compensation Discussion and Analysis

38 www.allstateproxy.com

Allstate’s Executive Compensation Principles
Allstate’s executive compensation program is designed to ensure that the interests of our executives are aligned 
with our shareholders:

We Pay for Performance

The majority of our CEO’s and other NEOs’ 
compensation opportunity is at-risk and based 
on measurable performance goals.

We Establish a Strong Link Between Performance 
Measures and Strategic Objectives

Performance measures are linked to operating priorities 
designed to create long-term stockholder value.

Moreover, our program adheres to high standards of compensation governance.

 
What We Do

 
What We Do Not Do

+ Benchmark to Peers of Similar Industry, Size and 
Business Complexity.

+ Target Pay at 50th Percentile of Peers.
+ Independent Compensation Consultant.
+ Moderate Change-in-Control Benefits.
+ Double Trigger in the Event of a Change in Control.
+ Maximum Payout Caps for Annual Cash Incentive 

Compensation and Performance Stock Awards 
(“PSAs”).

+ Robust Equity Ownership Requirements.
+ Clawback of Certain Compensation if Restatement 

Resulting from Fraud or Intentional Misconduct 
or Non-Competition or Non-Solicitation 
Covenant Breach.

+ One-Year Minimum Equity Vesting Provision in the 
Equity Plan.

– No Employment Agreements for 
Executive Officers.

– No Guaranteed Annual Salary Increases 
or Bonuses.

– No Special Tax Gross Ups.
– No Repricing or Exchange of Underwater 

Stock Options.
– No Plans that Encourage Excessive 

Risk-Taking.
– No Hedging or Pledging of 

Allstate Securities.
– No Inclusion of Equity Awards in 

Pension Calculations.
– No Dividends Paid on Unvested PSAs.
– No Excessive Perks.NEW

https://www.sec.gov/Archives/edgar/data/899051/000120677419001707/all3589521-defa14a.htm


Figure 5 Companies Including a Pay for Performance Graph

Data Points

 ► The most significant change in prevalence of pay for performance graphs was between 2014 and 2015, when 
their popularity dropped by two percentage points (Fig. 5)

 ► Overall, the prevalence decreased by 8.3% over the five-year period, ending at 22.2% in 2018 (Fig. 5)
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Disclosure Example 2 Pay for Performance Graph

Intel Corporation (INTC) 
DEF 14A (p.61) 

Filed 4/3/19

For the better part of the last decade, pay for performance has been under the spotlight. In 2018, 22.2% of companies, 
including Intel, featured a pay for performance graph in their proxies. Intel elected to include a heat map that depicts where 
it stands relative to its peers in terms of CEO three-year realizable pay compared to TSR.

Intel Security Group (ISecG) and approximately $165 million from the divestiture of Wind River. Operating income and diluted EPS
were both up from 2017. For key highlights of the results of our operations, see “A Year in Review” within the Proxy Statement
Highlights. We adjusted net income to exclude the one-time charge related to Tax Reform for purposes of incentive
compensation, as we believe it facilitates a better evaluation of our current operating performance against prior periods and our
peers.

PAY-FOR-PERFORMANCE
Our executive compensation programs are structured to provide strong pay-for-performance alignment and reflect our strong
2018 performance:

• The annual incentive cash payout under the executive officers’ 2014 Annual Performance Bonus Plan (Executive Incentive Cash
Plan), based on the financial and operational performance for 2018, resulted in a corporate average payout of 107% of the
annual incentive cash target for most of the listed officers and 118% of target for Mr. Shenoy, who oversees the Data Center
Group (DCG) and is subject to the DCG business unit goals.

• The quarterly incentive cash payout under the company-wide quarterly cash incentive program, based on Intel’s 2018 quarterly
profitability, resulted in 26.8 days of compensation for each of our executive officers in 2018.

• Under the 2015 program granting performance-based restricted stock units (referred to as “OSUs” or “outperformance stock
units” and beginning in 2019, referred to as “PSUs” or “performance stock units”), which was based on the company’s three-year
TSR relative to the median three-year TSR of our 15-company technology peer group, the 2015 OSU grants resulted in a 2018
payout of 113.5% of target and, together with dividend equivalents accrued on the shares that were earned over the 37-month
vesting period, were settled at 121.9% of target. Intel’s three-year TSR was 46.6%, whereas the median three-year TSR of our
15-company technology peer group was 43.2%.

Pay Governance determined that there was a strong alignment between our CEOs’ three-year realizable pay and our TSR relative
to peers as indicated in the chart below. Specifically, for the 2016-2018 period, our CEOs’ three-year realizable pay was at the
44th percentile of our peer group and our three-year TSR (+14% annualized) was at the 51st percentile.
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CEO REALIZABLE PAY RANK VS. 3-YEAR ANNUALIZED TSR PERFORMANCE RANK 
(AS OF 12/31/18) CEO TARGET PERFORMANCE

AND INCENTIVE PAY MIX1

Equity Awards

Base Salary

Non-Equity 
Incentive 
Compensation

93%
at risk pay

13%

7%

80%

1 Does not include Mr. Swan’s (i) $1,000,000 third
installment of his 2016 sign-on award, (ii) $1,500,000
cash bonus award for 2018 performance as interim
CEO, (iii) “Change in Pension Value and Non-Qualified
Deferred Compensation Earnings,” and (iv) “All Other
Compensation” as reported in the Summary
Compensation Table on page 79.

CEO TRANSITION

In June 2018, Mr. Krzanich resigned from the company as CEO and as a member of the Board. The Board then appointed Mr. Swan,
our CFO at the time, as interim CEO and CFO. In January 2019, the Board appointed Mr. Swan as our CEO and appointed Todd M.
Underwood as our interim CFO. The following is a summary of the compensation decisions in connection with the CEO transition.

Mr. Krzanich

In connection with his resignation, Mr. Krzanich did not receive any severance benefits and forfeited a total of 58,372 RSUs
(18,281 of these RSUs were from his 2017 grant and 40,091 of these RSUs were from his 2018 grant), and the Compensation
Committee determined that Mr. Krzanich would receive no annual incentive cash payout for 2018 under the Executive Incentive
Cash Plan. Mr. Krzanich was retirement eligible (since May 2009) at the time of his resignation under the pre-existing terms of our
equity plan and applicable equity grant agreements and, as a result, vesting of certain of Mr. Krzanich’s outstanding equity awards,
which consisted of 87,430 RSUs and 668,274 OSU shares, accelerated pursuant to the pre-existing terms and conditions of our

2019 PROXY STATEMENT Compensation Discussion and Analysis 61

https://www.sec.gov/Archives/edgar/data/50863/000119312519095785/d648184ddef14a.htm


Figure 6 Companies Including a Supplemental Graph

Data Points

 ► The popularity of supplemental graphs peaked in 2017, when 88.8% of Equilar 100 companies used an 
additional graph in their CD&A section (Fig. 6)

 ► From 2014 to 2018, the prevalence of supplemental graphs grew by just 1.2% (Fig. 6)
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Disclosure Example 3 Supplemental Graph

Caterpiller Inc. (CAT) 
DEF 14A (p.39) 

Filed 4/26/19

Supplemental graphs serve as an effective tool for companies to portray the components of their pay plans and performance 
around those components. In this disclosure, Caterpillar captures its annual incentive performance measures in an easy-to-
read graphic with results clearly highlighted.

392019 PROXY STATEMENT

COMPENSATION DISCUSSION & ANALYSIS

2018 ANNUAL INCENTIVE PERFORMANCE MEASURES AND RESULTS

MAX
2.0

Actual: $8.7

TARGET
1.0 UMPLEBY BONFIELD DE LANGE(2)JOHNSON PELLETTE(3)CHARTERHALVERSONCREED(1)

THRESHOLD(1)

0.5

WEIGHTINGMEASURES

$8.4$6.8$5.4

40% 30%30%
Enterprise
Operating

$5.4$3.9$2.7

50%

Enterprise
OPACC ($B)

 

$3.7$3.1$2.5

29%
CI OPACC
($B)

$3.0$2.3$1.8

E&T OPACC
($B)

$0.6$0.3$0.1

40%

RI OPACC
($B)

113.3100.088.8

20%

Enterprise
Services
Revenues

CI Services
Revenues

20%

E&T Services
Revenues

21%

8%

12%

RI Services
Revenues

SD&D Services
Revenues

(1) Mr. Creed participated in the Short-Term Incentive Plan (STIP); the measures of the STIP are similar to the AIP, aside from
  the threshold which is set at 0.3.

(2) Prorated weightings listed for De Lange due to his transition from CI Group President to SD&D Group President.

(3) Prorated weightings listed for Pellette due to his transition from E&T Group President to CI Group President.
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40%

20%

40%

40%

20%
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30%

40%

30%

18%

21%

8%

23%

Actual: $6.0

Actual: $3.5

Actual: $3.0

Actual: $0.8

Actual: 106.5

Actual: 103.9

Actual: 107.3

Actual: 108.0

Actual: 107.2

88.8

88.8

88.8

88.8

100.0

100.0

100.0

100.0

113.3

113.3

113.3

113.3

https://www.sec.gov/Archives/edgar/data/18230/000130817919000185/lcat2019_def14a.htm


Figure 7 Companies Including a Pay Mix Graph

Data Points

 ► The popularity of pay mix graphs for the CEO or other NEOs increased by four percentage points between 2014 
and 2015, going from 76.8% to 80.8% of total companies in the Equilar 100 (Fig. 7)

 ► 78.8% of Equilar 100 companies used a pay mix graph in 2018, decreasing in prevalence by 7.1% between 2017 
and 2018 (Fig. 7)
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Disclosure Example 4 Pay Mix Graph

T-Mobile Us Inc. (TMUS) 
DEF 14A (p.32) 

Filed 4/26/19

While written disclosure of pay mix is required within the proxy, 78.8% of Equilar 100 companies elected to include a visual 
element as well.  Among those companies was T-Mobile, which leveraged an eye-catching graphic to capture its pay mix to 
named executive officers and broke down the details of each element.

EXECUTIVE COMPENSATION

Executive Compensation Program
Our executive compensation program is aligned with our business strategy and is designed to attract and retain top talent, reward short-term and long-
term business results and exceptional performance, and most importantly, maximize stockholder value. Our program is competitive in the marketplace and
highly incentive-based, with Company performance determining a significant portion of total compensation.

Key Features of Our Executive Compensation Program

What We Do

Emphasis on pay for performance

Independent compensation consultant

Executive and director stock ownership guidelines

Clawback policy to recapture incentive payments

Use of multiple performance measures and caps on potential
incentive payments

Substantial majority of target total compensation is variable

Use of executive compensation statements (“tally sheets”)

Annual risk assessment of compensation programs

What We Don’t Do

No short-selling, hedging or pledging of Company’s securities

No excise tax gross ups

No guaranteed increases or bonuses

No plans that encourage excessive risk taking

No single-trigger vesting of equity awards upon a change in
control

No significant perquisites

Goals of Compensation Program
What We Pay and Why: Goals and Elements of Compensation

Emphasis on pay
for performance

Attract, retain and
motivate talented
and experienced

executives within the
highly competitive

and dynamic wireless
communications

industry

Recognize and
reward executives

whose skill and
performance are

critical to our
success

Align interests of
our executives with

our stockholders

Encourage
appropriate risk

taking

Elements of Total Direct Compensation
Summary of Named Executive Officer Average Target Compensation as of December 31, 2018

30% 
RSUs 

10% 
Base

17% 
STI

43%
PRSUs

 

We have three primary elements of compensation: base salary, annual short-term incentives and long-term incentives.

Long-Term Incentive (LTI) 
Performance-based restricted stock units (PRSUs)
and time-based restricted stock units (RSUs)

■ Emphasis on long-term Company performance
■ Retains and engages executive officers
■ Aligns executive officer interests with 

our stockholders
■

■

Approximately 73% of target total 
direct compensation

Benefits and Perquisites
Executive officers are generally not eligible for any
additional benefits or perquisites beyond what is provided
to the general employee population.

Base Salary

■ Competitive fixed base of cash compensation
■ Amount based on individual factors such as 

scope of responsibility, experience and 
strategic impact

Annual Short-Term Incentive (STI)

■ Based entirely on Company performance;
not guaranteed

■ Aligned with Company near-term objectives,
while also supporting our long-term strategic plan

■ Award opportunities established at threshold,
target and maximum values

■ Each measure capped at 200% of target

The Compensation Committee considers input from its independent compensation consultant, compensation survey data, and internal comparators among the officer positions
when setting target compensation. When setting base salaries, the Compensation Committee also considers the impact of base salary on other compensation elements. 

Cash Award

Number of PRSUs that can be earned
is capped at 200% of target

26 T-Mobile 2019 Proxy Statement
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Figure 8  Companies Including an Alternative Pay Graph or Table

Data Points

 ► Alternate pay tables or graphs remained consistent in terms of popularity over five years, starting and ending at 
46.5% in 2014 and 2018 (Fig. 8)

 ► Their popularity shrunk by 3.5 percentage points between 2015 and 2016, and grew by 2.1 percentage points 
between 2017 and 2018 (Fig. 8)
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Figure 9  Word Count of Equilar 100 CD&As

Data Points

 ► The average CD&A word count leveled at 9,359 words in 2018 (Fig. 9)

 ► The maximum CD&A word count had a greater volatility compared to the average and minimum, with the most 
significant slopes in the graph above (Fig. 9)

 ► The maximum and average word count peaked in 2017, whereas lowest minimum word count occured in  
2016 (Fig. 9)
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Commentary from DFIN

Proxy statements continue their transformation from 
SEC-driven compliance documents to more investor-
focused communications pieces. Major drivers of this 
transformation include:

 ► Say on Pay, as well as the CD&A, which are causing 
companies to tell their most compelling  
compensation story.

 ► Persistently high levels of activism, which are causing 
companies to tell their best strategy, performance and 
board stories.

 ► Continuing concentration of share ownership in largely 
indexed investors, which, while considered “passive”  
in terms of their portfolio construction, are very 
“active” concerning governance, engagement and 
proxy voting and increasingly housing these activities 
in “stewardship” groups. 

These major, long-term investors, including Blackrock, 
Vanguard, State Street Global Advisors and many others, 
endeavor to vote thoughtfully, but may not be as tuned  
in to company investor relations communications as are  
their actively-managed brethren. In part for this reason, 
they are encouraging their portfolio companies to make 
the proxy a “one-stop shop” in which companies discuss to 
some extent all topics relevant to making an informed  
voting decision.  

Their number one request: “Start the proxy with an 
overview of the company and its current strategies and 
performance. This way we will have more context for 
understanding, evaluating and voting upon the board, 
compensation and other key issues.”

More fulsome proxies often involve greater length. Many 
investors report using the proxy as a “reference,” rather 
than a “reading” document. Hence there is a great need for 
efficient navigation and digestible text and visual elements.

As companies strive to address the key issues, the top 
three areas of focus for most companies and investors are:

Board diversity, skills and qualifications, and the processes 
that will drive further diversity going forward. 
Useful design and other visual devices that can help 
illuminate board attributes and processes include:

 ► Board level cover letters discussing substantive issues, 
often accompanying similar CEO/management letters.

 ► Director nominee photos to help “humanize” directors 
and highlight aspects of diversity.

 ► Board diversity graphics to highlight gender, age, 
tenure, ethnic/racial, geographic and other forms  
of diversity.

 ► Board skills matrices (or “matrix-lite”) to highlight the 
presence of critical board skills and attributes.

 ► “Process flow” diagrams illustrating key board 
processes such as director evaluation and recruitment, 
CEO succession, oversight of risk and similar 
processes. Many investors favor those that also 
indicate the “outcome” of following these processes.

 ► Director videos imbedded in enhanced interactive 
online proxies.

Executive pay, pay for performance alignment, and 
how the pay program is aligned with and supports the 
company’s business strategy.

“Pay and strategy,” clearly articulated, can help mitigate 
the impact of negative proxy advisor Say on Pay vote 
recommendations. Here, we are seeing:

 ► Dedicated narrative sections discussing this including 
why selected metrics are the best measures of 
strategic performance.

 ► Elements of pay tables with columns titled “link to 
business strategy.”

 ► If strategy, and/or the pay program are evolving, 
brief tables titled “what’s new,” also clearly indicating 
“rationale for this change.”

ESG, CSR, sustainability and HCM issues that are material 
to the company.

A Deep Dive 
Navigating Through Proxy Statements

(continued on next page)
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U.S. companies, catching up to their European 
counterparts, increasingly identify and report on issues 
that are material to their business, typically in reports or 
information on their websites. As they do so, many are 
incorporating highlights of this information in their next 
proxies (with some companies doing so in the AR/10-K).

Investors want to know about a company’s ESG-related 
risks and opportunities, and that these are actively 
overseen at the board level. Some companies do so 
visually, depicting their “progress on their sustainability 
journey,” others call attention to and rely more on the 
full reports on their websites. This is a rapidly evolving 
practice, and as of yet there is no one right or wrong 
manner of doing this. What we have observed is most 
companies include more about this topic in subsequent 
years. For example:

 ► In year one of ESG proxy disclosure, a company may 
highlight their high ratings and rankings, community 
engagement and similar positive features.  

 ► In year two, they may reveal specific goals and 
objectives they have established.

 ► In years three and thereafter, they may provide 
specific metrics on their progress toward these 
previously identified goals and objectives.

Proxy communication standards—and investor 
expectations—are rising

Many companies are actively engaging with their 
investors and each year try to improve the quality and 
usefulness of the information they provide to them, 
often in thoughtful and creative ways. That said, even 
more companies report that they aren’t seeking to be 
on the cutting edge or to win “best proxy” awards, yet do 
want to communicate clearly with their investors, and do 
not want to be perceived as “communications laggards.” 
Many of these companies benchmark the quality and 
clarity of their communications relative to the market or 
to their more immediate peers.

However, if each year several of these proxy peers “up 
their game,” this median of peers rises, and if not careful, 
you can actually decline in relative terms. It’s important 
to recognize that your owners may own many of your 
peer companies as well. As more of these companies 
make successful efforts to communicate effectively, 
the bar of investor expectations keeps rising as well, so 
“standing still” increasingly isn’t an option.

DFIN is pleased to contribute to these valuable and unique 
Equilar disclosure trends reports. An additional tool you 
may find helpful in establishing the right level and means 
for your own proxy communications is our “Guide to 
Effective Proxies” which can be accessed here.

https://info.dfinsolutions.com/proxy-guide-2019#utm_source=Equilar&utm_medium=referral&utm_campaign=2019_Q3_NA_GCM_Proxy_Your-Proxy-Story&utm_touch=2019_Q3_NA_GCM_Proxy_Your-Proxy-Story%20%20Proxy%20Guide&sfcampid=7011O000003FCJ0QAO
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For more information visit  
www.equilar.com/shareholder-engagement

Effectively Analyze the 
Voting Patterns of Your 
Institutional Investors

 ► Maximize your engagement by 
identifying investors who have voted 
against your recommendations

 ► Scan across your industry or peer 
group to see how investors have 
voted for similar proposals

 ► Seamlessly map investor votes 
with management and shareholder 
proposals in proxy filings 

 ► Analyze year-over-year voting results

https://www.equilar.com/shareholder-engagement.html?utm_source=report&utm_medium=publication&utm_campaign=gc-pay-trends&utm_content=aug-2019
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