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This report provides an overview of the most overpaid and underpaid 
companies, as identified by our proprietary pay-for-performance 
model, in the S&P 500 and Russell 3000 indices. This report compares 
and contrasts pay-setting and incentive plan design processes and 
provides additional information on shareholder reaction and vote 
results.  We also review pay practices among the highest or most 
overpaid companies in Brazil, Canada, the UK and Continental Europe 
with a special focus on the chief executives of 20 large, systemically 
important banks.

All voting results referred to are calculated as “For” votes as a 
percentage of “For,” “Against” and “Abstain” votes, unless otherwise 
noted.
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InTRodUCTIon
& key findings
Nearly all companies claim a commitment to 
aligning pay with performance. As the leading 
independent proxy advisory firm, our mission is 
to put their claims to the test. With the use of our 
pay-for-performance (P4P) model, shareholders can 
quantitatively assess whether the compensation 
committee has fulfilled its promise.

Pay Dirt 2012 focuses on three areas: overpaid, 
underpaid and, simply, highest paid executives, each 
spotlighted for a different reason. The overpaid and 
underpaid executives represent the most extreme 
disparities between pay and performance according 
to our P4P model. While such lists are determined 
quantitatively, a subjective assessment and analysis 
of these companies is just as vital, bringing more 
clarity and insight into what may be driving extreme 
misalignments of pay and performance. With this in 
mind, we posed these questions: (1) What, if any, 
structural deficiencies within the compensation 
programs of the “overpaid” executives promote 
the extreme misalignment between pay and 
performance; and (2) do compensation frameworks 
(or the lack of them) for “underpaid” executives lead 
to other long-term problems, such as retention or 
sustainability? When it comes to those executives 
who simply made our highest paid lists, shareholders 
may ask a different, though related question: When 
is pay simply too much, no matter what performance 
results are achieved?

With the advent of mandatory say-on-pay proposals 
in the United States, as discussed throughout this 
report, shareholders have had a greater opportunity 
to voice displeasure over executive pay. Though only 
56 companies failed to receive majority shareholder 
support for their say-on-pay proposal, we believe 
shareholders are greatly influencing and shaping 
executive pay design. have pay levels declined? 
Well, the short answer is no. Within the universe 
of companies in our pay-for-performance model, 
median change in S&P 500 CEo pay from 2010 to 
2011 was 4.3%. moreover, the median change in 
CEo pay of companies in the S&P 500 overpaid 25 

reached an alarming 46.7%. While shareholders may 
fear CEo pay skyrocketing to astronomical levels, 
there are some positive notes:  The median change 
in CEo pay of the Underpaid S&P500 25 was actually 
negative 17.2%. 

Pay dirt, much like compensation practices and 
disclosure, has evolved over time. This year, 
with greater focus and discussion on executive 
compensation globally, not just in the United 
States, we included a section highlighting CEo pay 
issues in other markets. While we do not yet have 
a comprehensive pay-for-performance model for 
these markets, we have utilized available data to 
develop a rudimentary look at CEo pay levels and 
performance in Brazil, Canada, United Kingdom and 
Continental Europe.  Finally, we’ve added a section 
focusing on CEo pay at major global financial 
institutions. Perhaps it will come as little surprise 
that when comparing pay and performance at these 
banks, the biggest disconnect appeared at Citigroup. 
The banking giant had the most high-profile say-on-
pay failure of 2012 as well as the recent news of the 
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abrupt departure of CEo vikram Pandit, an event 
some observers have linked, at least indirectly, to 
investor angst regarding executive pay issues.

KEy FINDINGS
• The misalignment between pay and performance 

is most glaring in the Russell 3000 overpaid 25, 
with a median change in CEo pay of positive 
15.5% and median change in EPS growth of 
negative 15.21%. The list also includes the most 
companies — nearly one-third – whose say-on-
pay proposals failed to earn majority support.

• For all but one company reappearing on the 
overpaid lists, at least 35% of voters said nay 
on pay at their last annual meeting, and some 
companies that have appeared on the list for 
an incriminating third-year run (Abercrombie 
& Fitch, lockheed martin Corp, and Allegheny 
Technologies) have earned particular scrutiny. 

• It did not appear that overpaid companies 
relied heavily on the compensation committee’s 
(presumably generous) discretion when 
determining plan-based bonuses. In fact, half 
as many Underpaid companies determined 
long-term incentives in a formulaic manner as 
overpaid ones. 

• Similarly, companies on the Underpaid lists are 
less likely to grant performance-based short-
term incentives (in the case of the Russell 3000 
Underpaid list, much less likely). Furthermore, 

twice as many Underpaid companies left 
bonuses entirely up to the compensation 
committee’s discretion. We found that 65% of 
the companies on the S&P 500 overpaid list 
disclose payout limits greater than 500% of 
base salary for performance-based long-term 
incentive (lTI) awards. on the other hand, no 
companies on the Russell 3000 Underpaid list 
have maximum lTI payouts that exceed 500% 
of base salary. 

• Companies on the S&P 500 Underpaid list seem 
less vulnerable to the problems that internal 
pay inequity imply, with 84% of its CEos 
receiving less than three times the average 
named executive officer (nEo) pay during the 
past fiscal year. A closer look at the S&P 500 
overpaid list revealed that whenever a CEo 
appeared on this list did receive far more than 
his/her management team, he/she happened 
to be the recipient of a generous non-recurring 
award this year. 

• In our analysis of twenty large banks, U.S. CEos 
were the highest paid, followed respectively by 
the UK, Canada and Europe. moreover, each 
of the five most overpaid CEos was employed 
at banks in the U.S. or United Kingdom. In 
addition, using our three-year weighted average 
of TSR, the three banks with the widest pay-for-
performance disconnects have returned -24%, 
-23% and -9% to shareholders, respectively.
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2012PAY DIRT
the UNITED STATES

1. WHOLE FOODS MARKET INC.
2. Amazon.com Inc. 14. ConAgra Foods Inc.
3. Public Service Enterprise group Inc. 15. FmC Technologies Inc.
4. dIRECTv 16. o'Reilly Automotive Inc.
5. Fossil Inc. 17. U.S. Bancorp

6. Intuitive Surgical Inc. 18. CmS Energy Corp.

7. masterCard Inc. Cl A 19. joy global Inc.
8. Perrigo Co. 20. visa Inc.
9. Fastenal Co. 21. Caterpillar Inc.
10. Costco Wholesale Corp. 22. priceline.com Inc.
11. Berkshire hathaway Inc. Cl A 23. m&T Bank Corp.
12. CenterPoint Energy Inc. 24. Pall Corp.
13. nordstrom Inc. 25. Cliffs natural Resources Inc.

1. HEWLETT-PACKARD CO.
2. dean Foods Co. 14. Amgen Inc.
3. Citigroup Inc. 15. Allegheny Technologies Inc.
4. valero Energy Corp. 16. leucadia national Corp.
5. Abercrombie & Fitch Co. Cl A 17. Pitney Bowes Inc.

6. lockheed martin Corp. 18. E*TRAdE Financial Corp.

7. Safeway Inc. 19. United States Steel Corp.
8. j.C. Penney Co. Inc. 20. lSI Corp.
9. hospira Inc. 21. huntington Bancshares Inc.
10. Bank of new york mellon Corp. 22. Pg&E Corp.
11. Robert half International Inc. 23. Sherwin-Williams Co.
12. nabors Industries ltd. 24. marathon oil Corp.
13. newell Rubbermaid Inc. 25. Quest diagnostics Inc.

fIgUrE 1.1

fIgUrE 1.2

UNDERPAID OVERPAID& compANIES

S&P 500: UndERPAId 25

S&P 500: ovERPAId 25
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fIgUrE 1.3

fIgUrE 1.4

RUSSEll 3000: UndERPAId 25

RUSSEll 3000: ovERPAId 25

1. KODIAK OIL & GAS CORP.
2. green mountain Coffee Roasters Inc. 14. Credit Acceptance Corp.
3. vmware Inc. 15. Aruba networks Inc.
4. opko health Inc. 16. merge healthcare Inc.
5. gold Resource Corp. 17. Fortinet Inc.

6. virnetx holding Corp. 18. Endologix Inc.

7. Sauer-danfoss Inc. 19. Ulta Salon Cosmetics & Fragrance Inc.
8. mBIA Inc. 20. Pernix Therapeutics holdings Inc.
9. Amerco 21. oplink Communications Inc.
10. gulfport Energy Corp. 22. Penns Woods Bancorp Inc.
11. Paramount gold & Silver Corp. 23. Universal display Corp.
12. newmarket Corp. 24. PriceSmart Inc.
13. Cardtronics Inc. 25. healthStream Inc.

1. RADIAN GROUP
2. gentiva health Services Inc. 14. Investment Technology group Inc.
3. EnergySolutions Inc. 15. CIBER Inc.
4. office depot Inc. 16. ITT Corp
5. Avid Technology Inc. 17. griffon Corp.

6. Cenveo Inc. 18. SandRidge Energy Inc.

7. manpowergroup 19. Tutor Perini Corp.
8. harsco Corp. 20. Comstock Resources Inc.
9. Shaw group Inc. 21. level 3 Communications Inc.
10. Callaway golf Co. 22. om group Inc.
11. genon Energy Inc. 23. healthways Inc.
12. geron Corp. 24. digital River Inc.
13. meritor Inc. 25. 1-800-Flowers.com Inc. Cl A

UNDERPAID OVERPAID& compANIES
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glass lewis’ list of the most eye-popping pay packages of 2012 
contains many of the usual names, with the vast majority making 
the cut because of time-vesting equity grants. In fact, the only 
company not to have been featured on the highest Paid list 
in the past two years is j.C. Penney’s Ronald johnson, whose 
inducement equity awards amounted to nearly $70 million. The 
aggregate compensation received by the nation’s 25 highest-
earning executives skyrocketed from approximately $1 billion 
in 2010 to $1.6 billion in 2011, though more than half of the 
increase can be attributed to the gargantuan equity grant to 
Apple CEo Tim Cook.

other companies to make the top 10 because of newly 
appointed or departing CEos were google and hewlett-
Packard. leslie moonves of CBS Corp., larry Ellison of oracle 
Corp., mario gabelli of gAmCo Investors and david zaslav of 
discovery Communications are returnees from last year. Simon 
Property group tied its CEo david Simon to a new long-term 
employment contract that included a retention award of 1 
million lTIP units, valued at nearly $120 million. 

BIG FISHthe

HIGHEST PAID CEOs
Apple Inc. Timothy d. Cook*  $376,346,522 

Simon Property group Inc. david  Simon  $144,824,748 

google Inc. Cl A Eric E. Schmidt**  $101,152,829 

j.C. Penney Co. Inc. Ronald B. johnson and myron E. Ullman, III  $73,932,994 

CBS Corp (Cl B) leslie  moonves  $70,115,269 

oracle Corp. lawrence j. Ellison  $65,738,852 

discovery Communications Inc. Series A david m. zaslav  $63,157,149 

gAmCo Investors Inc. Cl A mario j. gabelli  $61,693,390 

hewlett-Packard Co. margaret C. Whitman and léo Apotheker  $51,729,505 

Abercrombie & Fitch Co. Cl A michael S. jeffries  $46,625,535 

HIGHEST PAID CEOs 
EXCLUDING ONE-TIME GRANTS AND COMPANIES WITH MULTIPLE CEOs

CBS Corp. leslie  moonves  $70,115,269 

oracle Corp. lawrence j. Ellison  $65,738,852 

discovery Communications Inc. david m. zaslav  $63,157,149 

gAmCo Investors Inc. mario j. gabelli  $61,693,390 

Abercrombie & Fitch Co. michael S. jeffries  $46,625,535 

herbalife ltd. michael o. johnson  $45,432,330 

viacom Inc. Philippe P. dauman  $41,582,500 

honeywell International Inc. david m. Cote  $37,577,369 

Iconix Brand group Inc. neil  Cole  $37,424,782 

valeant Pharmaceuticals International Inc. j. michael Pearson  $37,281,067 

*Steven P. jobs also served as CEo, but received just $1 in total compensation
**larry Page also served as CEo, but received just $1 in total compensation

fIgUrE 2.2

fIgUrE 2.1
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QuaNtItatIVE LooK at tHE 
uNDERPaID VS. oVERPaID
Simply put, companies in the Underpaid 25 lists 
maintain high financial performance while providing 
executive pay in the bottom percentile of their 
peers while companies in the overpaid 25 lists 
award extravagant compensation packages to nEos 
despite marginal – or many cases, distressingly poor 
– corporate performance. As demonstrated in figures 
3.1 and 3.2, there is a notable gap in median CEo 
pay and diverging stock price performance among 
the overpaid 25 and Underpaid 25 companies. The 
severe misalignment between pay and performance 

is most glaring in the Russell 3000 overpaid 25. The 
list includes the most companies whose say-on-pay 
proposals failed, at nearly one-third.

In addition to deviation in stock price performance, 
shareholders may find it interesting to compare 
CEo pay as a percentage of last fiscal year (lFy) net 
income. The median CEo compensation as a percent 
of net income was 0.31% for S&P 500 Underpaid 25, 
while the S&P 500 overpaid 25 had a median CEo 
pay-to-net-income ratio of 1.4%. one of the biggest 
offenders is leucadia national Corp., which paid its 
CEo, Ian m. Cumming, 166% of the Company’s lFy 
net income.1 

1 mr. Cumming’s compensation package for 2011 was $28 million. The 
Company’s lFy net income was $17 million.

MEDIAN CEO PAY 
FOR S&P 500 

LISTS

MEDIAN CHANGE 
IN CEO PAY FOR 
S&P 500 LISTS

MEDIAN CEO PAY 
FOR R3000 LISTS

MEDIAN CHANGE 
IN CEO PAY FOR 

R3000 LISTS

UNDERPAID 25:
$4,518,487

UNDERPAID 25:
-17.2%

UNDERPAID 25:
$965,864

UNDERPAID 25:
4.1%

OVERRPAID 25:
$16,639,352

OVERRPAID 25:
46.7%

OVERPAID 25:
$5,954,944

OVERPAID 25:
15.5%

S&P 500
UndERPAId 25

RUSSEll 3000
UndERPAId 25

S&P 500
UndERPAId 25

RUSSEll 3000
UndERPAId 25

S&P 500
ovERPAId 25

RUSSEll 3000
ovERPAId 25

S&P 500
ovERPAId 25

RUSSEll 3000
ovERPAId 25

median EPS growth
29.68%

median Stock Price 
Change
38.84%

median Stock Price 
Change:
17.5%

median EPS growth
62.1%

median EPS growth
-1.23%

median Stock Price 
Change: 
-37.7%

median Stock Price 
Change:
-12.3%

median EPS growth
-15.21%

fIgUrE 3.1
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REPEat oFFENDERS & VotE 
RESuLtS: tHE oVERPaID 50
After another year of generous pay packages 
awarded despite poor corporate performance, some 
companies on the last year’s overpaid lists found 
themselves ranked again among the most overpaid 
in the U.S.. We’ve got to ask: how have shareholders 
responded to the repeated offense, and do they even 
care? It turns out they do: For the last two years of 
say on pay, these overpaid companies have suffered 
significant shareholder opposition for sustaining a 
significant disconnect between pay and performance. 
In fact, the companies that climbed up the rankings 
on our overpaid list correspondingly received an 
increase in against votes, as seen in figure 4.1. For 
all but one reappearing company on the overpaid 
list, at least 35% of voters said nay on pay at their 
last annual meeting2, and some companies that have 
appeared on the list for an incriminating third-year 
run (Abercrombie & Fitch, lockheed martin Corp., 
and Allegheny Technologies) have earned particular 
scrutiny. 

abERCRoMbIE & FItCH

The retail company has been known to partake in 
rather unorthodox and increasingly dubious pay 
packages, including paying CEo michael jeffries 
$4 million to stop using the company jet in 2011. 
Since its crippling fall in 2009 (nearly breaking even 
with a net income of $254,000), the company’s return 
to profitability has been slow. Shareholders seized 
their first opportunity to express disapproval, with 
44% of shares refusing to support the 2010 pay 
program. This year, the compensation committee, 
claiming that jeffries is “effectively the founder” 
of modern day Abercrombie & Fitch, approved yet 
another unconventional feature in the executive’s 
employment agreement that made him eligible 
for semi-annual grants of stock appreciation rights 
(SARs), which vest based on total shareholder return 
(TSR) over a modest six-month period. Although 
these awards are now underwater (as the proxy 
notes) due to the Company’s falling stock price, the 
aggregate grant value of these SARs awards was 
$43.2 million (according to our calculations, that’s 
enough to purchase 3 million pairs of Abercrombie & 
Fitch socks—sock appreciation rights, if you will). As 
part of an “ongoing dialogue” with its shareholders, 
2 The exception is valero Energy (vlo), which got the thumbs down from 25% 
of voting shares.

this award was part of AnF’s initiative to increase its 
reliance on performance-based long-term awards. 
Perhaps the combined strength of jeffries’ “founder 
status” rationale and various other changes to 
the program were simply not enough to pacify 
disgruntled shareholders; only 23.7% supported the 
pay program at AnF’s june 14 meeting.

LoCKHEED MaRtIN CoRPoRatIoN

Chastised by a 65.5% say-on-pay approval rating 
during the first year of say on pay, lockheed martin 
gathered feedback from 26 of its largest investors 
and made a number of changes to its compensation 
program, including amending CEo Robert Stevens’ 
option grant to contain performance metrics and 
revising its peer group. In its proxy statement, 
the aerospace and defense company states it was 
unable to find a uniform explanation for the negative 
votes and a consistent recommendation for changes 
to be made. however, lmT actually raised overall 
executive compensation in 2011, with the average 
nEo’s pay increasing 33% from the previous year. 
Setting challenging goals under its incentive plans 
seems to be a problem for lockheed martin; the 
aforementioned amendment to the option grant sets 
hurdles for 2012 lower than those applied in 2011, 
and restricted stock units (RSUs) granted under the 
lTIP can vest if the company achieved a TSR at or 
above the 35th percentile – basically rewarding 
executives for underperforming its peers. despite 
the concerted effort to address major shareholder 
concerns, lmT received similar say-on-pay support 
as the previous year,  gaining 64.4% approval at its 
annual meeting.

REPEAT OFFENDERS RANK IN LIST SOP VOTE RESULTS

S&P 2011 2012 2011 2012

vlo 7 4 67.5% 76.9%

AnF 10 5 55.9% 23.7%

lmT 14 6 65.5% 64.4%

SWy 23 7 52.8% 50.3%

jCP 20 8 70.9% 56.9%

BK 13 10 79.1% 58.0%

ATI 6 15 55.4% 59.1%

x 21 19 66.0% 64.6%

R3000 2011 2012 2011 2012

Cvo 22 6 40.4% 56.2%

Sd 3 18 70.4% no vote held

fIgUrE 4.1
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aLLEGHENy tECHNoLoGIES INCoRPoRatED

After squeaking by its first say-on-pay proposal, 
Allegheny pored over its compensation program and 
found some fat to trim, not particularly surprising since 
it has received poor pay-for-performance grades 
since 2008. It discontinued a retention long-term 
incentive program, reduced payouts under another 
long-term program, eliminated certain perquisites 
and expanded its stock ownership guidelines. despite 
those measures, total compensation increased for 
each nEo except Richard harshman, the retiring 
CEo, albeit not to the extent seen at lockheed martin. 
Taking another page from lockheed martin’s book, 
Allegheny set its target operating cash flow goal at 
an ambitious $-35 million—down $406 million from 
2011. Perhaps inspired by the Company’s ability to 
crush both of its short-term financial goals (adjusted 
operating cash flow was $30 million), 59% of voting 
shares approved of its 2011 compensation program, 
a 6.66% improvement.

aN aNaLySIS oF Say-oN-Pay VotE RESuLtS 

Since the implementation of say-on-pay two years 
ago, most observers agree that the primary driver 
of failed say-on-pay resolutions is the bottom line: 
Shareholders will often support even the most 
ludicrously designed executive pay packages as 
long as stock price (shareholder return) checks out. 
Taking a closer look at companies appearing on 
this year’s overpaid, Underpaid and highest Paid 
lists, we can see that this adage also rings true. 
Truly, it is hardly surprising that all companies on 
our Underpaid list, which provided moderate – and 
sometimes minuscule – compensation packages 
while maintaining strong financial performance, 
earned the staunch support of their shareholders, 
averaging approval from 95.8% of shares. At the 
same time, more than half of overpaid companies 
(which averaged 65.2% approval) endured significant 
shareholder disapproval3 with their advisory vote.

SHaREHoLDER REaCtIoN to HIGHESt PaID 
CEoS

Interestingly, of the companies with the country’s 
top 10 highest paid CEos, only six held advisory 
votes on executive compensation during 2012. of 
those, four received majority shareholder approval. 
Simon Property group Inc. and Abercrombie & Fitch 
both found themselves opposite of shareholder 
3 glass lewis considers “significant amount of negative votes” less than 75% 
approval of the executive compensation program.

sentiments, with paltry support levels below 30%; 
j.C. Penney encountered substantial opposition but 
narrowly avoided failing.

The four companies in the top 10 that did not hold 
say-on-pay votes were google, CBS, discovery 
Communications Inc. and gAmCo. In 2011, 
shareholders in these companies approved proposals 
to hold votes on executive compensation every 
three years rather than annually. Unsurprisingly, each 
of these companies has shareholders with control of 
more than 20% of the company’s voting power, with 
google, CBS and gAmCo all majority-controlled by 
management.

Pay SEttING
PEER GRouPS aND bENCHMaRKING

The pay determination process often begins with the 
compensation committee compiling a peer group. 
Sometimes with the assistance of a compensation 
consultant, a company’s choice in its peers and 
its decision on where to benchmark can have a 
tremendous impact on the size and structure of 
an executive’s compensation program. As shown 
below in figure 6.1, while a large majority of S&P 
500 companies use a peer group to help guide 
compensation decisions, many choose to review 
peer data to gain an understanding of general 
pay levels and then use discretion in setting target 
compensation. 

our analysis indicates that companies in our S&P 500 
overpaid 25 were more likely than their Underpaid 
counterparts to benchmark pay levels to a peer group, 
and above the market median with more frequency. 

OVERPAID 50 10 HIGHEST PAID CEOS UNDERPAID 50 ALL (N=2358)

0%
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6%

0%

92%

69%

22%

17%
14%

8%

22%

17%

8%
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40%

60%

90%

100%
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14%
17%

12%

17%

24%

33%

4% 3% 2%
0% 0% 0%

dISTRIBUTIon oF FAvoRABlE 
SAy-on-PAy voTES

fIgUrE 5.1
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This analysis also demonstrates that the overpaid list 
was slightly more likely to set pay levels above the 
market median than our general survey of S&P 500 
companies. however, the narrowness of this margin 
could suggest that benchmarked pay levels were 
not necessarily the driving factor for the presence 
of these companies on their respective lists; rather, 
poor corporate performance, along with incentive 

structures that did not provide for a corresponding 
reduction in payments, are likely larger sources of 
concern.

tHE uSE aND abuSE oF  “aSPIRatIoNaL” PEER 
GRouPS

Some companies might have a legitimate reason 
to benchmark pay levels above the median of their 

S&P 500 UNDERPAID 25 S&P 500 OVERPAID 25 S&P 500 COMPANIES (n= 470)

HAVE PEER GROUP 76.0% 88.0% 79.1%

BENCHMARK TO PEER GROUP? 52.6% 54.5% 55.6%

BENCHMARK AT/AROUND MEDIAN 47.4% 31.8% 34.1%

BENCHMARK ABOVE MEDIAN 5.3% 22.7% 20.7%

fIgUrE 6.1

10,000

LF
Y 

C
EO

 C
O

M
PE

N
SA

TI
O

N
 (I

N
 $

00
0)

2011 TSR (%)
-60 -40 -20 0 20 40 60

20,000

30,000

40,000

50,000

60,000

PEP

MktCap
$25.1B

JCP

NKE

tGt
yuM

M

JWN

KSSGPSMaR

bby
SPLS

SHLD

LtD

tJX

GIS
KMbLoW

DIS

fIgUrE 6.2

j.C. PEnnEy PEER gRoUP



10

peers due to their size or possibly greater executive 
responsibilities. Conversely, benchmarking to the 
median of any given peer group, while acceptable or 
desirable on the surface, may lead to excessive pay 
levels: Peer groups can be “cherry picked” to include 
other companies with handsomely paid executives, 
or companies that are much greater in size. 

Peer group selection is by no means a science, 
with vast discretion afforded to the compensation 
committee and its consultants in determining an 
appropriate group of companies. While many 
committees will actively take steps to place their 
company roughly at the midpoint of a peer group, 
a closer look at certain companies in our S&P 500 
overpaid 25 list of CEos finds some low-hanging 
fruit in terms of problematic peer group selection and 
benchmarking. j.C. Penney (jCP) may be the most 
obvious example (see figure 6.2): At the beginning 
of 2011 calendar year (likely close to the time the 
compensation committee would have constructed 
its peer group), jCP was the smallest company 
measured by market capitalization, with revenues 
at roughly the 35th percentile of its selected peer 
group. 

given jCP’s ambitious plan to become “America’s 
favorite store,” shareholders might forgive the 
compensation committee for benchmarking pay 
to the median of its peer group in order to attract 
top executive talent. Companies also are not able 
to influence the size of their main competitors, nor 
the amount of appropriate comparable companies. 
however, the committee’s decision to target 
compensation of its new executive team to the 
75th percentile of such an aspirational group (the 
most eye-catching member of which was Pepsico, 
Inc., whose revenues and market cap dwarf those 
of jCP) is much harder to justify. Eventually, jCP’s 
one-time equity grants to its new CEo meant that 
total compensation was in fact the highest in its peer 
group, vastly overshooting the already questionable 
benchmark.

CoMPENSatIoN CoNSuLtaNtS

Companies may seek advice (or a rubber stamp) 
from compensation consultants when establishing 
pay practices and quantities. Companies on the 
overpaid and Underpaid lists widely sought the 
counsel of compensation consultants. no consultant 
dominated the field, though; in fact, the 50 overpaid 
and Underpaid companies of the S&P 500 used 20 

different consulting firms (those of the Russell 3000 
used 19). given such a wide range of firms, it is difficult 
to pinpoint trends. We have noticed, however, that 
companies on the Underpaid lists employ consultants 
less often, substantially less often in the case of the 
Russell 3000; 88% of the Russell 3000 overpaid 
companies engaged a consultant while only 56% of 
their underpaid counterparts did.

tRaNSItIoN PayMENtS aND GuaRaNtEED 
boNuSES

Companies sometimes enter into special agreements 
outside of their established pay structures. These 
agreements, generally related to changes in 
leadership, can play a significant role in inflating 
a company’s management bill. There are often 
unforeseen costs that are tacked on to planned 
compensation expenses. Inducement awards, or sign-
on bonuses, are frequently used to attract outside 

We would like to believe that good planning 
practices could avoid misuse of company 
resources found at J.C. Penney Co. Inc. (JCP) 
and PG&E Corp. (PCG).  

j.C. Penney dished out $137.9 million in make-
whole equity awards, time-vesting awards and 
cash bonuses to four external executives. This 
sum does not include plan-based compensation 
or the departing CEo’s severance payments 
and is well over 50 times what Amazon.com (a 
retailer with more than 20 times j.C. Penney’s 
market capitalization) paid its entire nEo team 
for fiscal 2011. Seemingly incongruous with the 
Company’s new plan, these equity awards also 
vest upon a change in control. 

Pg&E went through a similar, although smaller, 
management overhaul, paying $4.9 million in 
severance to two departing executives and 
$8.4 million in sign-on payments to two new 
ones. The $13.4 million in aggregate transition 
payments (enough to buy 86.7 million KWh of 
residential electricity in California, Pg&E’s home 
state, as of july 2012, see footnote 6) played a 
role in Pg&E’s jump from number 16 on the 2011 
S&P 500 Underpaid list to number 22 on the 
2012 S&P 500 overpaid list.
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executives. Severance agreements are commonly 
used to recognize successful careers and can also 
serve to attract and retain executives and limit the 
distractions a potential termination may create.  
guaranteed bonuses generally set a payout floor, 
usually in connection with initiating employment.

Sign-on bonuses are not uncommon and are generally 
reasonable in both size and nature. Concerns can 
arise, however, when their values become excessive 
or when they lack performance or continued 
employment conditions. In these instances, sign-on 
bonuses may represent an inefficient use of company 
resources or reveal poor succession planning 
practices.

Similar to sign-on bonuses, severance packages4 
are often reasonable. Concerns arise when they 
become too large, though, especially given their 
intrinsically performance-insensitive nature; an 
executive will find it hard to improve the performance 
of a company where he or she no longer works. 
Egregious severance payments can indicate serious 
succession planning issues, especially when coupled 
with excessive sign-on bonuses. In fact, we found 
that roughly half of the companies that paid sign-
on bonuses we identified as excessive also granted 
egregious severance payments. Such appearances 
betray a last-ditch effort to revamp a management 
team at a higher cost.

The Russell 3000 overpaid list was the only one to 
feature guaranteed bonus provisions; three of the 
four occurrences fixed bonus payouts at no more 
than 100% of base salary. We rarely look upon 
these bonuses favorably given their performance-
insensitive nature. SandRidge Energy, Inc. (SD), 
however, takes the cake with its agreement with 
CEo Tom Ward (who also co-founded Chesapeake 
Energy, no corporate governance sweetheart). 
mr. Ward’s agreement mandates that he receive 
at least $16,250,000 in restricted stock each 
january (or approximately 182,000 barrels of West 
Texas Intermediate as of january of 2011)56 and is 
automatically extended on an annual basis. 

4 our P4P model does not include severance payments. We review them 
here because they are often linked with excessive sign-on bonuses, which are 
included in the model, and may be indicative of further egregious pay practices.
5 U.S. department of Energy, “Cushing, oK WTI Spot Price FoB 
(dollars Per Barrel),” http://www.eia.gov/dnav/pet/hist/leafhandler.
ashx?n=PET&s=RWTC&f=m, accessed october 11, 2012.
6 U.S. department of Energy, “U.S. Energy Information Administration – EIA 
– Independent Statistics and Analysis,” http://www.eia.gov/beta/state/data.
cfm?sid=CA#Prices, last accessed october 11, 2012.

INCENtIVE PLaN DESIGN
given that the bulk of nEo pay generally comes in 
the form of variable pay, the quality of a company’s 
incentive plans can play a major role in determining 
the compensation of an executive team. For this 
reason, we prefer to see objective, transparent and 
formulaic plans. It does not appear to be the case, 
however, that overpaid companies relied heavily 
on the compensation committee’s (presumably 
generous) discretion when determining plan-based 
bonuses. In fact, half as many Underpaid companies 
determined long-term incentives in a formulaic 
manner as overpaid ones. Similarly, companies on the 
Underpaid lists are less likely to grant performance-
based short-term incentives (in the case of the Russell 
3000 Underpaid list, much less likely). 

Furthermore, twice as many Underpaid companies 
left bonuses entirely up to the compensation 
committee’s discretion. While we recognize that 
entirely formulaic plans may fall short in completely 
reflecting either the performance of a company or 
the achievements of its executives, but we prefer 
the majority of variable pay to be determined in a 
transparent, objective manner in order to forge a 
tight link between pay and performance. In this case, 
however, compensation committee discretion may 
have played a role in reducing overall payouts. 

CoMMIttEE DISCREtIoN
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As the roles and responsibilities of top executives 
expand in scope, the challenge of designing a pay 
program that accounts for a company’s unique 
circumstances becomes increasingly difficult – there 
can be no “one size fits all” approach to plan design. 
In order to ensure that the compensation committee 
members charged with designing effective plans 
are empowered to account for a company’s unique 
circumstances, committee members are afforded 
varying degrees of discretion to grant compensation, 
sometimes even granting awards beyond the pre-
established metrics and formulas of their short- and 
long-term plans. The level of discretion exercised 
by compensation committee members can be 
a revealing indication of the effectiveness of a 
company’s overall compensation program.

Among the S&P 500 overpaid 25, we found that 
the executive teams often benefit from committee 
discretion in varying forms, including heavy 
subjective weightings in performance formulas, 
adjustments to performance targets, discretionary 
changes to plan payouts, and additional awards 
granted outside of a pre-established plan. We noted 
such forms of discretion at 14 of the 25 S&P 500 
overpaid companies, including seven companies 
where the committee exercised authority to alter 
performance targets and payouts. one Hewlett-
Packard Co. (HPQ) nEo who benefitted from a 
15% boost to his annual bonus and all five nEos at 
j.C Penney (jCP) had annual bonuses adjusted to a 
floor payout at the discretion of the compensation 
committee. At LSI Corporation (LSI), an annual bonus 
pool funded based on a single metric (non-gAAP 
operating income) would have resulted in payouts 
to the nEos equaling approximately 68% of target. 
however, the committee cited the negative impact 
on its operations caused by flooding in Thailand in 
late 2011 and exercised its discretion to increase the 
bonus pool and award each nEo at 95% of target. 

Committee discretion was not limited to the 
overpaid lists. We identified moderate to high levels 
of discretionary authority permitted by plans in 12 
of the 25 S&P 500 Underpaid companies. of these 
12 companies, five operate incentive plans that 
grant the committee the specific authority to make 
upward adjustments to awards, including Whole 
Foods Market Inc. (WFM), which permits bonus 
adjustments of up to 30% of base salary, Conagra 
Foods Inc. (CaG), which permits up to 25% upward 

modifications, and Perrigo Co. (PRGo), where 
awards can be increased by up to 50%. In each of 
these instances, potentially problematic committee 
discretion did not result in excessive payouts— 
Whole Foods, ConAgra and Perrigo appeared at 
numbers 1, 8 and 14, respectively, on our S&P 500 
Underpaid 25 list. While shareholders should be 
aware of the potentially problematic reliance on 
committee subjectivity, they can be reassured that 
the resulting payouts were justified by the company’s 
positive performance.

When excessive, we remain highly critical of 
committee discretion to modify payouts originally 
governed by performance formulas. heavy reliance 
on committee discretion erodes shareholders’ 
ability to assess how performance translates into 
payouts and undermines the legitimacy of a pay-for-
performance philosophy. Well-designed short- and 
long-term compensation plans establish a palpable 
link between achievements and payouts.

Payout LIMItS

Simply looking at the quantity of performance-
based plans does not paint the full picture, though. 
The quality of the plan is key. The potential payout 
range, for example, can have a considerable effect 
on the alignment of compensation and performance. 
When a compensation committee allows for a high, 
or worse yet no payout ceiling, incentive awards 
can reach excessive levels. Perhaps the worst of 
the overpaid lot, Robert half International Inc. (RhI) 
allowed for dramatically outsized payouts under its 
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short-term incentive plan. The CEo’s target award 
was approximately 620% of his base salary and the 
maximum was twice that. In addition, there were 
similarly sized long-term incentives –about 1133% of 
base salary.

Recognizing this as a concern for shareholders, glass 
lewis generally notes when payout limits exceed 
500% of an executive’s base salary or if there are no 
limits. We found that 65% of the companies on the 
S&P 500 overpaid list disclose payout limits greater 
than 500% of base salary for performance-based 
long-term incentive (lTI) awards. on the other hand, 
no companies on the Russell 3000 Underpaid list 
have maximum lTI payouts that exceed that level. 

INCENtIVE StRuCtuRE oF HIGHESt PaID CEoS

In light of the enhanced shareholder scrutiny and 

media attention that accompany such large awards, 
one might assume that they would come with testing 
performance conditions. however, our analysis 
suggests that the top 10 highest paid CEos fell 
behind the standard set by a majority of established 
public companies with regard to “at risk” pay. For 
example, four of the short-term incentive payments 
made to CEos were classified by glass lewis 
as entirely discretionary. While mario gabelli of 
gAmCo appears to be the only CEo in the top 10 
whose cash incentive opportunity is unlimited, the 
amount of discretion afforded to the compensation 
committees is notably greater than standard; our 
analysis of roughly 1,500 companies in our 2012 
Say on Pay Season Review suggests that about 
84% of companies maintained short-term incentive 

compensation plans that were performance-based.

The lack of performance conditions on the long-term 
incentive awards granted to the country’s 10 highest 
paid executives is even more prominent. of the 
grant-date fair value of approximately $870 million 
in equity awards granted to these CEos, our analysis 
indicates that only about 11% of the shares were tied 
to specific performance criteria. The remainder of 
these awards vests solely over the passage of time—
although it must be said that the 10- and 8-year 
service requirements of Apple’s Tim Cook and SPg’S 
david Simon are substantial.

“SyMboLIC” SaLaRIES:  CEoS WItH 
baSE SaLaRIES oF $100,000 oR 
LESS

In our review of the Underpaid, overpaid and 
highest Paid lists, we found a minority of CEos who 
have accepted a “small” base salary. opting for a 
“smaller” salary can demonstrate a CEo’s pledge to 
the long-term interest of the company. But are these 
“small” base salaries truly a bargain? We identified 
seven companies in our Pay dirt lists whose CEo 
had a base salary of $100,000 or less7 (see figure 
8.1). As seen in figure 8.1, however, the majority of 
these CEos received additional larger payments 
on the side, through means such as equity grants, 
perquisites or cash incentives. on the other hand, all 
of these CEos – except meg Whitman, who recently 

7 While $100,000 is by no means “small” to the average household, the median 
S&P 500 salary is nearly $1 million. All companies in figure 8.1 are in the S&P 
500 Index, and for the purpose of this analysis, we believe 10% of the median 
salary is relatively “small.”

CEO INFORMATION
NaME SaLaRy totaL CoMP bENEFICIaL oWNERSHIP

Kosta n. Kartsotis $0 $0 10.40%

mario j. gabelli $0 $61,693,390 < 1% of Cl. A; 99.35% of Cl. B

margaret C. Whitman $1 $16,518,930 < 1%

lawrence j. Ellison $1 $65,738,852 22.40%

jeffrey P. Bezos $81,840 $1,681,840 19.50%

Warren E. Buffett $100,000 $491,925 37.5% of Cl. A; 2.4% of Cl. B

COMPANY INFORMATION
CoMPaNy tICKER 1-yR tSR* 3-yR tSR* LISt

FoSl 12.6% 375.0% SP500 U25

gBl -7.2% 78.6% highest Paid CEos

hPQ -37.9% -26.8% SP500 o25

oRCl -17.5% 48.0% highest Paid CEos

Amzn -3.8% 237.6% SP500 U25

BRK.A 42.2% 210.0% SP500 U25

* All TSR figures in this page are as of december 31, 2011. Source:Thomson one Banker
** Companies that did not have a say-on-pay vote at their most recent annual meeting are listed as n/A

fIgUrE 8.1

$1.00
SaLaRy CEO: mr. Ellison TOTAL COMPENSATION: $65,738,852

COMPANY: oracle Corporation LIST: highest Paid CEos
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joined the underperforming hewlett-Packard – 
impressed shareholders and investors with a strong 
3-year TSR.

In fiscal 2011, after receiving base salaries of 
$250,000 in 2010 and $1 million in 2009, oracle 
Corporation’s larry Ellison opted for a three-figure 
base salary – in pennies. however, shareholders 
already know mr. Ellison is not one of the highest 
paid CEos and richest people in the world from 
this marginal salary. In addition to his $13 million 
annual bonus, he received 7 million stock options, 
which we valued at $50,851,037. According to the 
latest proxy filed on September 21, 2012, it appears 
that mr. Ellison yet again received a $1 base salary, 
but was granted another 7 million options for fiscal 
2012. oracle Corporation received 66% support 
from voting shares with regard to its say-on-pay 

vote; however, we note that mr. Ellison beneficially 
owns more than one-fifth of the Company’s common 
stock, which only appears set to climb given the 
considerable size of the option grants he receives 
every year. Unless mr. Ellison has a sudden change of 
heart, shareholders can certainly expect him to use 
his significant ownership to support his pay package 
at every annual meeting.

despite receiving no base salary at all, mr. gabelli of 
gAmCo Investors Inc. made our highest Paid CEos 
list. With arguably the most “compact” compensation 
discussion and analysis section of any company on this 
list, gAmCo’s compensation committee evidently 
felt that its executive compensation program could 
be explained in slightly fewer than two pages. The 
footnotes to the summary compensation table, 
however, give us some clues about his total pay: $9.4 
million of mr. gabelli’s cash payment consisted of the 
“Incentive management Fee as CEo and other of 
gAmCo;” $16.3 million was for “acting as portfolio 

manager and/or attracting and providing client 
service to a large number of gAmCo’s separate 
accounts;” $26.5 million for “creating and acting as 
portfolio manager of several open-end gAmCo and 
gabelli Funds;” and $9.2 million for “creating and 
acting as portfolio manager of the closed-end gabelli 
Funds.” So long as mr. gabelli continues to control 
roughly 99% of gAmCo through his ownership of 
Class B shares, shareholders are unlikely to receive 
substantially improved disclosure in this area.

All Fossil Inc. employees can take pride in boasting 
they received a larger total direct compensation 
than their CEo. mr. Kartsotis declined all forms of 
compensation, earning $0 direct total compensation 
from the compensation committee for the last four 
years.  According to the Company’s most recent 
proxy statement, “For fiscal 2011, mr. Kartsotis, [the] 

CEo, continued to refuse all forms of compensation, 
expressing his belief that, given his level of stock 
ownership, his primary compensation is met by 
continuing to drive stock price growth, thereby 
aligning his interests with stockholders’ interests.” 
Shareholders can certainly take this statement for a 
fact - the Company has rewarded its shareholders 
with a 1-year and 3-year TSR of 12.6% and 375%, 
respectively8. mr. Kartsotis beneficially owns 10.4% 
of the Company’s shares, ensuring that he does have 
a significant stake and that his interests are quite 
aligned with those of the shareholders.

INtERNaL Pay (IN)EQuIty
According to harvard University studies on pay 
distribution among management teams9, generous 
servings of the executive pay pie handed out to 

8 TSR figures in this page are as of december 31, 2011. Source:Thomson one 
Banker
9 Bebchuk, lucian, Cremers, martijin, and Peyer, Urs, “The CEo Pay Slice” and 
“Pay distribution in the Top Executive Team,” last revised october 2009.

$0.00
SaLaRy CEO: mr. gabelli TOTAL COMPENSATION: $61,693,390

COMPANY: gAmCo Investors Inc LIST: highest Paid CEos

$0.00
SaLaRy CEO: mr. Kartsotis TOTAL COMPENSATION: $0

COMPANY: Fossil Inc. LIST: S&P 500 Underpaid 25
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CEos can prove revealing (and risky) associations 
with firm and CEo characteristics. Shareholder rights, 
for instance, seem to be weaker when the CEo 
pay slice (CPS) is higher, and CPS is correlated with 
lower profitability and lower returning acquisition 
decisions. Firms with higher CPS tend to provide their 
CEos with opportunistically timed options and tend 
to increase CEo compensation following positive 
industry stocks. The incriminating list goes on. of 
course, an inequitable distribution of pay between 
the CEo and other nEos can arise in a number 
of ways – an all-powerful CEo with unmitigated 
influence over the board of directors being the most 
obvious – but it is clear that the materialization of 
internal pay inequity is never a good sign. 

glass lewis finds that compensation committees 
that are mindful of internal pay equity when setting 
pay can increase the involvement of other executives 
and prepare them for future transition into the role 
of CEo. As seen below, companies on the S&P 500 
Underpaid list seem less vulnerable to the problems 
that internal pay inequity imply, with 84% of their 
CEos receiving less than three times the average 
nEo pay during the past fiscal year.

A closer look at the S&P 500 overpaid list drew an 
interesting conclusion: Whenever a CEo appearing 
on the S&P 500 overpaid list did receive far more 
than his/her management team, he/she happened to 
be the recipient of a generous non-recurring award 
this year. newell Rubbermaid had entered into an 
employment transition agreement with its new CEo 
that awarded him more than $15 million in equity 

awards; hospira Inc. had recently recruited CEo F. 
michael Ball with copious make-whole payments; 
and Anthony Earley joined Pg&E with a one-time 
equity mirroring his annual lTI award, but three times 
the amount. In fact, eight out of the 13 overpaid 
companies that exhibited an inequitable equity award 
distribution between CEos and other nEos had 
granted a huge non-recurring award to their CEo. 
We find this somewhat unsurprising: Companies 
that may be performing the same (or slightly better) 
than last year can very well exhibit significant pay-
for-performance disconnects when they dramatically 
increase total compensation this year. In these 
cases, such increases come from substantial sign-
on bonuses or retention awards, and it makes sense 
that these awards earned these companies their 
first appearance on the overpaid list. Though such 
awards are generally non-recurring, they also tend to 
be unfettered by peer comparison or benchmarking 
processes, lack performance conditions, and, as in 
these cases, are handed egregiously (and exclusively) 
to the CEo.

The highest Paid CEo list, however, elicited more 
divergent results. Some companies with internal 
pay inequity had a more rooted tradition of favoring 
CEos, including leslie moonves from CBS Corp., 
who routinely receives more than four times (6.0 in 
2011, 5.9 in 2010, and 4.4 in 2009) the average nEo 
on his management team. The same can be said for 
gamco Investors (which gives mysterious cash grants 
of upwards of $35 million to CEo mario gabelli 
every year) and discovery Communications (which 
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entered into a preferential employment agreement 
with david zaslav, securing him a payday more than 
four times the next highest paid management team 
member for the last two years). on the other hand, 
Tim Cook (Apple), david Simon (Simon Property 
group), Eric Schmidt (google) and michael jefferies 
(Abercrombie and Fitch) all received enormous one-
time awards ($376 million in RSUs, $120 million in 
lTIP units, $94 million in options and gSUs, and $43 

million in SARs, respectively) resulting in inequitable 
pay distributions within their management teams.

The harvard studies had another interesting 
conclusion: CEo turnover after bad performance 
is lower if CEo pay slice is higher. It suggests that 
while inequitable CEo pay slices expose shaky spots 
in corporate governance structures, when times go 
bad, at least the hefty serving makes the CEo stick 
around.
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PAy dIRT 2012:

PERSPECtIVE
AN INTErNATIoNAL

In overdue recognition that executive compensation 
has truly become a global flashpoint for investor 
action and reaction, glass lewis has added a new 
feature to Pay dirt this year – a look at CEo pay in 
select global markets.  Brazil, Canada, the UK and 
Continental Europe, were reviewed because they 
have provided sufficient disclosure of compensation 
levels and practices to enable a worthwhile analysis 
of pay and performance.

While we do not yet have a pay-for-performance 
model for these markets, we have analyzed the 
highest paid executives (Brazil) as well as some of 
the more overpaid CEos in other markets using a 
simplified approach to measuring performance.  
due to reasons explained in greater detail below, 
many Brazilian companies have been deemed 
exempt from disclosing CEo pay figures, making 
a true comparison of pay across market peers very 
difficult.  For other markets, we analyzed the largest 
companies  and compared each firm’s last fiscal year 
CEo pay and recent financial performance  to those of 
companies of similar sector and size. As a bonus, we 
selected each market’s five largest banks (by market 
capitalization) and pitted them against each other to 
determine which earned the title of “most overpaid 
bank.” We note again that the methodologies used 
in this section are not as robust as the U.S. pay-for-
performance model and, as a result, we do not claim 
that these companies have the most overpaid CEos 
of their respective home markets. nevertheless, 
we use this opportunity to present some of the 
most notable pay-for-performance disconnects and 
highest paid CEos among these selected global 
markets.

bRaZIL
Brazil is undoubtedly the beacon of executive “say-
on-pay” among its capital market peers in latin 
America. Currently, the Brazilian Securities Regulator 
(Cvm) instructs issuers to provide a description of the 
pay policies of their boards of directors, management 

boards, supervisory councils and committees; key 
performance indicators considered when assessing 
variable pay; a breakdown of fixed, short-term variable 
pay and long-term share-based pay recognized by 
each administrative body; a description of long-term 
equity-based schemes; and the highest, lowest and 
average salaries paid to directors and executives. This 
disclosure, found in Section 13 of each company’s 
annual Formulário de Referência (“Reference 
Form”), has been 
standardized by 
Cvm Instruction 
480. however, 
due to the lack of 
regulation legally 
requiring issuers 
to disclose even 
the minimum specifications of the Cvm’s Instruction, 
many Brazilian issuers provide vague, boilerplate 
descriptions and explanations of their remuneration 
structure and policies or entirely omit crucial 
remuneration information, such as the highest, 

“Brazil adopted say on pay 
one year before the United 
States.”

did you know?
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lowest and average salaries paid to executives. 
despite being the first in latin America to give 
shareholders a vote on executive remuneration 
policies, the Brazilian capital market has a long way 
to go to achieve actual, sweeping transparency and 
disclosure, not to mention aligning disclosure and 
pay policies with international best practice.

Unfortunately, there has been and continues to be 
significant issuer opposition to the Cvm’s executive 
remuneration disclosure requirements. Issuers, 
primarily banking institutions (e.g. Itaú Unibanco, 
Banco Santander (Brasil)), state-affiliated/owned 
entities (e.g. Petrobras, CEmIg), those controlled 
by families, entities or groups of shareholders 
acting in concert (e.g. vale, lojas Americanas) 
and associates of the Rio chapter of the Instituto 
Brasileiro de Executivos de Finanças, have been 
exempt by Brazilian federal or superior court judges 
from the obligation to disclose the highest, lowest 
and average executive remuneration. They claimed 
that by disclosing the amounts received by the 
highest paid executive they would be implicitly 
disclosing the CEo’s total remuneration. This was 
upheld on the grounds that the requirement to 
disclose individual remuneration violates executive 
privacy and confidentiality guaranteed by Brazilian 
law 6,385; therefore, only a law could force them to 

disclose the information instructed by the Cvm. 

With the issues surrounding say-on-pay in Brazil, 
the lack of a breakdown of individual executive 
remuneration and inconsistencies with respect 
to issuer disclosure, Brazilian CEo overpaid and 
underpaid comparisons are difficult to make. As 
a result, we focused on the top 10 highest paid 
executives for Brazil. Further, our analysis is limited 
to annual general meetings (Agms) we reviewed 
between january 1 and october 1, 2012, and to 
issuers that disclosed the highest, lowest and average 
salaries paid to executives.

notably, the gap between the two highest paid 
executives was only R$1,467,946 (US$ 788,159) but 
the difference in their market cap was a staggering 
R$184.3 billion (US$99 billion). In fact, AmBEv was 
the only company in the Bm&FBovESPA with a 
market cap of over R$100 billion to disclose executive 
remuneration figures. 

Additionally, only three companies in the top 10 
reported net losses for fiscal year 2011, those 
controlled by Eike Batista – ogx Petróleo e gás 
Participações (ogx), mPx Energia (mPx) and llx 
logística (llx) – all of which also experienced a 
significant decline in EPS growth over fiscal year 
2011. A look at ogx’s Section 13 reveals that there is 
no relationship between the company’s remuneration 

RANK TICKER COMPANY

FYE MARKET 
CAP 

(MILLIONS 
BRL)

FYE CEO**

HIGHEST 
INDIVIDUAL 

REMUNERATION 
(BRL)

HIGHEST 
INDIVIDUAL 

REMUNERATION 
(USD)***

1 AmBv4 Companhia de Bebidas das Américas 
(AmBEv) R$ 187,536.37 12/31/11 joão mauricio giffoni 

de Castro nieves R$ 16,430,619 $8,821,809 

2 oSxB3 oSx Brasil S.A. R$ 3,226.62 12/31/11 luiz Eduardo 
guimarães Carneiro R$ 14,962,673 $8,033,650 

3 TRPn3 ogx Petróleo e gás Participações S.A. R$ 44,043.68 12/31/11 Eike Fuhrken Batista R$ 14,279,774 $7,666,993 

4 lREn3 lojas Renner S.A. R$ 5,945.77 12/31/11 josé galló R$ 10,843,562 $5,822,047 

5 BvmF3 Bm&FBovESPA S.A. R$ 19,404.00 12/31/11 Edemir Pinto R$ 10,805,969 $5,801,863 

6 mPxE3 mPx Energia S.A. R$ 6,357.52 12/31/11 Eduardo Karrer R$ 10,447,471 $5,609,381 

7 TRPn3 Tarpon Investimentos S.A. R$ 698.81 12/31/11 josé Carlos Reis de 
magalhães neto R$ 8,105,879 $4,352,150 

8 llxl3 llx logística S.A. R$ 2,336.39 12/31/11 otávio de garcia 
lazcano R$ 7,316,089 $3,928,102 

9 BRPR3 BR Properties S.A. R$ 3,330.07 12/31/11 Claudio Bruni R$ 7,299,980 $3,919,452 

10 CTIP3 CETIP S.A. - mercados organizados R$ 6,845.09 12/31/11 luiz Fernando 
vendramini Fleury R$ 6,522,115 $3,501,807 

fIgUrE 10.1

BRAzIl: 10 hIghEST PAId ExECUTIvES*

Source: Glass Lewis, Company Filings, Capital IQ.
* Amounts reported for highest, lowest and average individual remuneration include all fixed annual compensation (salary, direct or indirect benefits, compensation for participation in 
committees, etc.), variable compensation (annual bonuses in cash or shares, profit sharing, compensation for participation in meetings, commissions, sign-on bonuses, etc.), retirement 
benefits, job termination benefits and equity or stock-based compensation. We assume the highest paid executive is the CEo.
** Through december 31, 2011.  
*** R$1.00 = US$0.5369 (exchange rate as of december 31, 2011).
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policy and its short- or long-term performance; short-
term incentives (STIs) are non-existent and long-term 
incentives (lTIs) are solely based on time-vesting 
options. It is no wonder that ogx’s CEo throughout 
2011 (which coincidentally, or not, was Eike Batista 
himself) received a handsome R$14.3 million 
(US$7.7 million) after leading the company to a loss 
of R$482.17 million (US$253.88 million), 290.34% 
decline in EPS growth, 31.90% drop in share price 
and 5.63% decline in RoE.   

on the other hand, the remuneration structure of 
AmBEv, which is also controlled, has a more balanced 
approach to performance-based pay. Although its 
lTIs are solely based on time-vesting options, unlike 
ogx, AmBEv has STIs based on a variety of KPIs. 
The pay mix of AmBEv is 17.47% fixed salary, 15.42% 
STIs and 62.33% lTIs, compared to ogx’s 19% fixed 
salary and 81% lTIs.

CaNaDa
While CEo compensation in Canada has not 
historically been a major concern for shareholders, 
an increased desire to link executive compensation 
and company performance, combined with ever-
increasing executive compensation levels around the 
world, has intensified Canadian shareholders’ scrutiny 

of executive compensation. After reviewing and 
analyzing the CEo compensation levels of the 100 
largest companies in Canada by market capitalization 
compared to the performance of those companies, 
based on performance metrics including TSR and 
EPS, we uncovered 15 companies with notable 
discrepancies between pay and performance.

Although the average total CEo compensation on 
our list was approximately C$9.5 million— more than 
60% higher than the average CEo compensation 
for the 100 largest companies in Canada— the 
individual figures ranged from as little as C$2.8 
million to a whopping C$17.1 million, reflecting 
that major pay-for-performance disconnects were 
not strictly seen at companies with massive CEo 
compensation packages, but also at companies with 
smaller compensation packages, awarded through 
plans that failed to align compensation and company 
performance.

The company with the largest disconnect was Encana 
Corp. (Encana), where CEo Randall Eresman received 
a compensation package valued at C$9.3 million. 
Approximately 24.2% of Encana’s shareholders 
expressed their discontent with mr. Eresman’s pay 
package by voting against the company’s say-
on-pay proposal. The largest component of mr. 

COMPANY NAME INDUSTRY MARKET CAP 
(C$MM)*

CEO TOTAL 
COMP (C$)

WEIGHTED 
AVERAGE 

TSR

SAY-ON-PAY 
RESULTS**

Encana Corp. oil & gas Production $16,132  $9,336,068 -21.1% 75.8%

Shaw Communications Inc.*** Broadcasting & Cable $8,944  $33,089,779 8.0% n/A

manulife Financial Corporation Insurance (life) $21,508  $10,330,779 -22.7% 82.6%

Trilogy Energy Corp oil & gas operations $2,414  $5,277,509 133.1% n/A

Cameco Corporation other metals/minerals $7,393  $5,720,571 -23.4% 88.2%

Enerplus Corporation oil & gas Production $3,165  $2,767,672 6.3% n/A

Talisman Energy Inc. oil & gas operations $13,177  $7,353,464 -14.6% 87.5%

Agnico-Eagle mines ltd. Precious metals $8,644  $9,989,017 -25.3% 64.1%

Ivanhoe mines limited metal mining $8,571  $17,141,812 -0.7% n/A

nexen Inc. oil & gas Production $13,409  $3,589,202 -16.6% 87.2%

Kinross gold Corp. Precious metals $11,381  $6,863,566 -24.7% 78.5%

Sun life Financial Inc. Insurance (life) $13,847  $6,639,038 -17.3% 96.1%

Thomson Reuters Corp Financial Publishing $23,211  $8,102,065 -8.1% 94.0%

Eldorado gold Corp. gold Producers $9,804  $9,641,386 -0.9% n/A

Shoppers drug mart Corporation Retail (drugs) $8,474  $6,909,467 0.3% 91.7%

AVERAGES $11,338  $9,516,760 -1.8% 84.57%

fIgUrE 11.1

* Based on Thomson Financial
** With regards to say-on-pay, companies that did not have a say-on-pay vote at the most recent annual meeting are listed as n/A
*** The amount listed for CEo compensation reflects portions paid to multiple individuals who served as CEo during the fiscal year.

CAnAdA’S noTABlE PAy-FoR-PERFoRmAnCE dISConnECTS
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Eresman’s compensation was C$6.6 million in long-
term incentive awards, made up of RSUs, PSUs and 
share options. Under Encana’s lTIP, RSUs vest over a 
three-year period while PSUs vest based on Encana’s 
“recycle ratio.” despite Encana’s failure to meet 
certain recycle ratio targets established for awards 
granted in 2010, the compensation committee 
excercised its discretion to lower these targets based 
on “more recent comparative data and changes in 
commodity prices,” resulting in vesting for 65% of 
the second tranche of these awards (none would 
have vested under the original targets). glass 
lewis is skeptical of any retroactive reduction in 
performance targets, and we place the onus on 
the compensation committee to provide a cogent 
rationale in justification of any changes; in Encana’s 
case, the committee failed to do so.

one of the most contentious CEo compensation 
packages during the year was the C$10.0 million 
package awarded to Sean Boyd, CEo of Agnico-Eagle 
mines ltd. (Agnico), where 35.9% of shareholders 
voted against the company’s say-on-pay proposal. 
mr. Boyd received a bonus of approximately C$1.2 
million despite the Company’s weighted average 

total return performance of -25.3%, well below 
its peers. Among the several flaws in Agnico’s 
executive compensation program was a failure to tie 
any long-term incentive award vesting to company 
performance. We also raised concerns with Agnico’s 
base salary positioning, set at the 75th percentile 
of the Company’s peers without any justification for 
paying well above the peer median.

uNItED KINGDoM
Companies listed on the main market of the london 
Stock Exchange (lSE) have been required to submit 
non-binding say-on-pay proposals for shareholder 
approval since 2003. despite its strong regulatory 
regime, pay in the UK has been on an upward 
trajectory for the past two decades. Recently 
announced government reforms attempt to address 
this through the introduction of binding shareholder 
votes. Binding votes will apply to forward-looking 
remuneration policy from october 2013, while 
annual advisory votes will remain in place for the 
actual remuneration paid over the previous year. The 
binding votes on policy, including exit payments, will 
be held every three years, or when the remuneration 

COMPANY NAME INDUSTRY MARKET CAP 
(£MM)

CEO TOTAL 
COMP
(£MM)

WEIGHTED 
AVERAGE 

TSR

SAY-ON-PAY 
RESULTS

WPP group plc Advertising  £10,540.39 £30.40 25.9% 40.5%

Barclays plc diversified Banks  £20,349.86 £11.26 -8.6% 68.5%

Aviva plc multi-line Insurance  £8,503.19 £4.75 -8.4% 41.4%

lloyds Banking group plc diversified Banks  £21,335.91 £10.20* -22.6% 95.1%

Centrica plc multi-Utilities  £16,420.89 £5.48 13.2% 83.8%

Royal Bank of Scotland group plc 
(The) diversified Banks  £23,805.42 £7.26 -20.0% 98.9%

RSA Insurance group plc Property & Casualty 
Insurance  £3,979.19 £6.08* -2.1% 91.2%

Bg group plc Integrated oil & gas  £42,835.78 £10.21 19.0% 92.1%

ICAP plc Investment Banking & 
Brokerage  £2,057.09 £6.21 6.7% 87.7%

vodafone group plc
Wireless 
Telecommunication 
Services

 £89,776.32 £12.70 12.3% 95.8%

SSE plc Electric Utilities  £12,279.03 £2.35 2.1% 96.0%

British land Company plc (The) diversified REIT's  £4,740.31 £3.99 0.6% 92.3%

BAE Systems plc Aerospace & defense  £10,028.21 £6.18 1.0% 88.7%

land Securities group plc diversified REIT's  £6,199.09 £2.13 -6.0% 97.1%

BhP Billiton diversified metals & 
mining  £68,579.37 £6.82* 12.5% 95.6%

fIgUrE 12.1
* The amount listed for CEo compensation reflects portions paid to multiple individuals who served as CEo during the fiscal year.

UnITEd KIngdom’S noTABlE PAy-FoR-PERFoRmAnCE dISConnECTS
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policy is altered. Should a binding policy vote not be 
approved, the company will be required to submit 
its policy for binding shareholder approval again the 
following year.

We compared CEo pay and company performance 
in the FTSE 100 relative to market capitalization and 
industry peers to generate a list of 15 companies 
with notable discrepancies between pay and 
performance. Unsurprisingly, several of these 
companies saw significant shareholder opposition 
during the 2012 proxy season. 

WPP is on the list largely due to the potential £23.6 
million payout under a matching share award. 
however, even excluding long-term incentives, 
chief executive Sir martin Sorrell still received total 
compensation of £6.77 million, in part reflecting a 
controversial 30% increase to his salary during the 
year. In total, Sir martin’s remuneration significantly 
exceeded peers, and despite strong performance 
his substantial pay sparked shareholder anger and 
subsequent rejection of the company’s remuneration 
report. 

Several other companies also made the list based 
primarily on excessive pay levels rather than 
underperformance. In the cases of vodafone and 
Bg group, the absence of pronounced growth 
despite high pay levels is largely mitigated by steady 
returns. By contrast, companies such as British land, 
SSE, RSA Insurance and land Securities group have 
restrained pay structures, but have significantly 
underperformed. The biggest underperformer was 
Aviva, which saw shareholders reject its remuneration 
report and force the departure of CEo Andrew 

moss. Although mr. moss’ pay was on par with pay 
at similarly sized companies, it exceeded industry 
peers and the company’s performance was below 
peers in all categories. 

CoNtINENtaL EuRoPE
As it is elsewhere in the world, executive compensation 
has been a hot topic across Continental Europe. 
Companies must adjust to ever-evolving regulations 
and recommendations handed down by national 
and supranational authorities spurred by increased 
attention and scrutiny from a variety of stakeholders. 
Though curbing excessive compensation is one of 
the ultimate aims of the say-on-pay vote, European 
countries have approached this goal in a multitude 
of ways. one such area where approaches differ is 
the level of disclosure of executive pay required by 
law. 

While disclosure of pay varies significantly from 
market to market due to regulations, it also may 
vary within markets based on a company’s size and 
industry. Consequently, shareholders are not always 
equipped with all the relevant information necessary 
to fully evaluate CEo pay packages through a 
quantitative lens. Though our compensation analysis 
in Continental Europe is centered on a qualitative 
assessment due to these limitations, we have 
gathered CEo compensation data from markets 
where disclosure is relatively consistent and complete 
to provide a glimpse into the European landscape of 
CEo compensation. 

The average CEo pay data in Figure 13.1 does not 
include CEo pay of all of the components of the 

INDEX 
NAME COUNTRY FIXED STI LTI OTHER/

BENEFITS TOTAL

dAx germany € 1,315,263 € 2,577,218 € 1,233,182 € 155,862 € 5,281,525

SmI 20 Switzerland € 1,524,685 € 1,739,122 € 1,804,052 € 178,137 € 5,245,996

FTSE mIB Italy € 1,457,646 € 1,040,927 € 584,454 € 593,024 € 3,676,051

CAC 40 France € 1,096,800 € 1,234,061 € 1,209,277 € 72,480 € 3,612,619

IBEx 35 Spain € 1,530,185 € 1,509,494 € 379,681 € 90,864 € 3,510,224

AEx netherlands € 859,974 € 560,434 € 1,151,440 € 78,642 € 2,650,490

BEl 20 Belgium € 831,564 € 537,623 € 350,305 € 98,214 € 1,817,706

SToCKholm 30 Sweden € 1,075,008 € 341,559 € 168,875 € 44,646 € 1,630,088

oBx norway € 631,981 € 211,705 € 90,689 € 39,920 € 974,295

fIgUrE 13.1
Note: Average amounts do not reflect pay amounts for all components of the index due to discrepancies in disclosure. 

AvERAgE CEo PAy By BlUE ChIP IndEx
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blue chip indices due to incomplete and inconsistent 
disclosure. however, we found that the data is 
representative of the pay structures prevalent in the 
markets reviewed.

In the netherlands, where say-on-pay was introduced 
in 2004 and is most established, CEo compensation 
is weighted more toward long-term incentive awards. 
In addition, while pay at Swedish and norwegian 
companies generally comes primarily in the form of 
fixed pay, at german and Spanish companies, pay is 
weighted more toward annual bonuses. 

There also appear to be significant differences in total 
average pay; german CEos receive total pay that 
is more than five times higher than their norwegian 
counterparts. Though this can be attributed to the 
difference in size and scope of the companies in the 
markets, the comparison is striking nevertheless.

When looking at total CEo pay in the markets with 

relatively consistent disclosure:

• Three Italian companies appeared on the list, 
more than any other country.

• The two highest paid CEos were at german 
companies.

• The companies with the two highest paid CEos 
in France are not part of the CAC40 index.

We compared CEo pay and company performance 
relative to industry and market cap peers to generate 
a standout list of companies with high disconnects 
between pay and performance.

• no Swedish CEos appeared on our high Pay-
for-Performance disconnect list 

• Three of the CEos on the highest paid list also 
appear among the high Pay-for-Performance 
disconnects.

COMPANY COUNTRY FIXED STI LTI OTHER/
BENEFITS TOTAL 

volkswagen Ag germany € 1,886,206 € 11,040,000 € 3,670,000 € 0 € 16,596,206

SAP Ag** germany € 2,429,900 € 7,206,700 € 3,540,000 € 515,600 € 13,692,200

Rexel SA** France € 1,019,400 € 1,191,890 € 10,453,345 € 284,365 € 12,949,000

Finmeccanica** Italy € 2,433,000 € 965,000 € 0 € 9,490,000 € 12,888,000

novartis Ag Switzerland € 1,575,860 € 1,447,078 € 8,806,102 € 87,883 € 11,916,923

Banco Santander SA Spain € 4,037,687 € 7,019,000 € 0 € 548,000 € 11,604,687

Telecom Italia** Italy € 3,035,000 € 2,109,000 € 5,849,687 € 379,000 € 11,372,687

Telefónica SA Spain € 2,930,800 € 4,015,440 € 3,928,695 € 295,255 € 11,170,190

dassault Systèmes SA France € 968,000 € 1,113,200 € 8,924,880 € 32,463 € 11,038,543

Pirelli Italy € 3,600,439 € 4,530,000 € 2,109,821 € 4,531 € 10,244,791

fIgUrE 13.2

* For a complete table of the highest paid CEOs for each country, see Appendix J.
**The amount listed for the CEO compensation reflects portions paid to multiple individuals who served as CEO during the fiscal year

hIghEST PAId CEos*

COMPANY 
NAME COUNTRY INDUSTRY MARKET 

CAP(MM)
CEO TOTAL 
COMP (EUR)

WEIGHTED 
AVERAGE 

TSR

SAY ON PAY 
RESULTS

Technicolor SA France movies & Entertainment € 259 € 2,331,073 n/A n/A

Amg Advanced 
metallurgical group netherlands diversified metals & 

mining € 209 € 3,705,212 -32.4% n/A

grontmij nv netherlands Construction & 
Engineering € 112 € 1,470,000 -33.4% 1

Stada Arzneimittel Ag germany Pharmaceuticals € 1,133 € 2,349,043 -2.3% n/A

Telefónica SA Spain
Integrated 
Telecommunication 
Services

€ 59,962 € 11,170,190 -1.8% 0.6007

hIghEST PAy-FoR-PERFoRmAnCE dISConnECTS

fIgUrE 13.3
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oN fINANcIALS:

Compensation at the world’s largest and most 
systemically important banks has become a hot 
button issue around the globe, with regulators, media 
and the public blaming poor incentive structures and 
spiraling executive pay for paving the way for the 
global financial crisis. 

Issues ranging from the mortgage fiasco in the United 
States to the debt crisis in Europe have dramatically 
affected many of these institutions to different 
degrees and in various ways. In this analysis, we 
focused on the CEo pay at five of the largest banks in 
Europe, Canada, the United Kingdom and the United 
States to see how the numbers stack up  several key 
financial metrics, including TSR, EPS growth, RoE 
and RoA.  It is important to note that this is a list 
of the five largest banks in four distinct markets and 
that a CEo who is overpaid or underpaid on this list 
may not be considered overpaid or underpaid when 
compared to peer groups in their home country. 

overall, U.S. banking CEos were the highest paid, 
followed by the UK, Canada and Europe, respectively. 
The five most overpaid CEos were employed at 
banks in the U.S. or United Kingdom, reinforcing 
the intense spotlight on executive pay in these 
markets and the “shareholder spring” witnessed 
this past proxy season. our results reveal some wide 
disconnects between CEo pay and performance 
as well as some interesting differences in the wide 
range of amounts paid, and in the composition of 
remuneration packages. 

It is important to recognize that in certain cases the 
analysis does not capture the complete picture, 
since some of these banks have gone through major 
changes or introduced new CEos in an effort to revive 
sagging share prices. Indeed, shareholders have 
responded to these pay packages using their say-on-
pay vote to very different degrees, likely based not 

only on bank performance and shareholder returns, 
but also the individual circumstances affecting these 
companies as they navigate the financial crisis.

Using our three-year weighted average of TSR, the 
three banks with the widest pay-for-performance 
disconnects have returned -24%, -23% and -9% to 
shareholders, respectively, providing ample fuel for 
the high “Against” votes noted above. While Bank 
of America shareholders have seen the worst three-
year returns of all the banks on this list at -29%, 
shareholders can take solace in the fact that its CEo’s 
2011 pay of $7.5 million mirrored the decline to a 
far greater extent than the $20.8 million received by 
Citigroup CEo vikrim Pandit, who took the top spot 
on our list.

Following predecessor Charles Prince’s resignation 
amid heavy mortgage-backed security losses, mr. 
Pandit was appointed CEo of Citigroup in 2007. 
After overseeing the 2010 repayment of $45 billion 
in government TARP funds (one of the largest of 
any U.S. bank), mr. Pandit was granted total 2011 
compensation of approximately $20.8 million— a 

CEO PAY AT GLOBAL BANKS

focUS
A look at CEO pay at the top banks in North 
America, the United Kingdom and Europe|
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figure that didn’t sit well with shareholders, who 
reacted by rejecting the Company’s 2012 advisory 
vote on executive compensation. In october 2012, 
after five years and an approximate 90% share price 
decline, mr. Pandit unexpectedly announced his 
resignation from the Company.

At number two is lloyds Banking group’s António 
horta-osório, who, despite declining his bonus, was 
offered a handsome sum to turn around the struggling 
bank when he was recruited from Banco Santander. 
given the state of the bank when mr. horta-osório 
took the helm, it is premature to ascertain whether 
pay and performance at the UK bank will return to 
a more aligned state. however, it is worth noting 
that his joining arrangements, including long-term 
incentives worth £8.1 million ($12.59 million), were 
widely supported at the 2012 annual meeting, with 
more than 95% of shareholders voting in favor of the 
bank’s remuneration report. 

The third spot on our list belongs to Barclays, where 
shareholders emphatically objected to the terms 

of newly appointed CEo Bob diamond’s joining 
arrangements, which included a £5.75 million ($8.94 
million) tax equalization payment (not represented in 
the table above) for relocating to the UK. In addition 
to a £1.35 million salary, mr. diamond was granted a 
£2.7 million bonus and received long-term incentives 

DISCONNECT 
RANK COUNTRY COMPANY CEO PAY 

(USD MM) 3 YEAR TSR
MARKET 

CAP 
(USD MM)

SAY ON PAY 
RESULTS

1 U.S. Citigroup $21 -24% $101,903.8 45.3%

2 UK lloyds Banking 
group* $16 -23% $44,897.5 95.1%

3 UK Barclays $18 -9% $45,680.3 68.5%

4 U.S. jP morgan Chase $23 1% $158,104.1 91.5%

5 UK Royal Bank of 
Scotland $11 -20% $48,418.0 98.9%

6 Europe Banco Santander $15 -7% $75,916.8 88.4%

7 U.S. Bank of America $7 -29% $98,285.8 85.2%

8 U.S. Wells Fargo $18 0% $180,914.9 94.0%

9 Europe UBS* $9 -4% $47,363.4 60.1%

10 Europe deutsche Bank $8 1% $38,816.6 94.3%

11 Canada Royal Bank of 
Canada $11 0% $83,784.3 84.9%

12 Canada Bank of nova Scotia $10 10% $62,229.8 94.4%

13 UK Standard Chartered $11 26% $55,332.9 89.7%

14 Canada Toronto-dominion $11 12% $75,554.5 93.7%

15 UK hSBC holdings $9 1% $173,843.2 86.3%

16 Europe BnP Paribas* $4 -1% $61,869.5 n/A

17 Europe Banco Bilbao vizcaya 
Argentaria $5 -7% $41,189.9 96.3%

18 Canada Bank of montreal $9 12% $38,598.9 90.9%

19 U.S. US Bancorp $10 5% $63,909.5 95.0%

20 Canada Canadian Imperial 
Bank of Commerce $10 16% $31,680.3 97.5%

fIgUrE 14.1
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with a value of £6.74 million at grant. Following 
criticism from shareholders, additional performance 
requirements were attached to some of mr. diamond’s 
awards. But despite the concessions, nearly one-
third of shareholders refused to support the bank’s 
remuneration report, mirroring the sentiment 
associated with the 33% decline in Barclays’ share 
price during the year. Shortly thereafter, both the 
chairman of the board and mr. diamond were forced 
to resign following revelations of Barclays’ role in the 
lIBoR rigging scandal. 

Pay CoMPoSItIoN

A look at the top banks in these markets reveals 
some interesting trends: At nearly $3.2 million 
(refer to figure 14.2), the average base salary of the 

European CEos is nearly twice that of the other 
banks examined. Furthermore, their short-term 
incentive awards, which have historically been largely 
cash-based, were also the largest of the banks we 
examined and twice the size of the UK sample.

however, their long-term incentive awards — 
which typically make up the lion’s share of total 
compensation — are significantly smaller than the 
awards seen in other markets. At $1.2 million, the 
average CEo’s long-term incentive award was a 
mere 11% of the generous equity heaped on U.S. 
bank CEos; those in this sample received an average 
award of $10.9 million, while the biggest winner was 
the CEo of jPmorgan Chase, with $16.8 million.

Pay SIMILaRItIES aMoNG CaNaDIaN CEoS

Although Canada’s top banks have weathered the 
financial crisis in superior fashion compared with their 
international peers, we have found very little variation 
in CEo pay at Canadian banks. despite some clear 
disparities in shareholder returns, it is worth noting 
that using glass lewis’ valuation methodology, the 
CEos of the major Canadian banks all received pay 
packages between C$9.35 million and C$10.96 
million – a paltry spread when compared to the wide 
range in compensation levels at other companies. 
While these banks have all performed well compared 
to their international peers, it is interesting to see 
that such little difference exists among these CEos, 
particularly given the variance in the size of these 
companies. 
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GICS-baSED Pay-FoR-
PERFoRMaNCE MoDEL10 
glass lewis believes management’s primary 
duty is to maximize shareholder value through 
sustainable corporate performance. We view 
executive compensation practices as a window 
into the performance of that duty, and believe 
compensation practices should align the interests 
of management with those of shareholders, within 
reasonable and ethical boundaries, and ultimately 
link pay to company and stock performance. many 
factors that affect company performance also affect 
the company’s industry. Compensation should be 
closely tied to how well a company performs relative 
to its peers; executives should be rewarded for their 
company’s ability to outperform its competitors. 

our gICS code-based model compares seven 
performance11 and two compensation metrics12 
against those of a company’s peers, which are 
bucketed into four groups: industry, sector of similar 
size (both based on gICS codes), similar market 
capitalization and same geographic region of 
incorporation. Each peer group is assigned a weight 
in the analysis, based principally on the market 
capitalization of the subject company. In most 
instances, geographic peer groups play a very small 
role in the overall calculation, while industry peers of 
similar size are a significant factor. 

The model then calculates a weighted-average 
executive compensation percentile and a weighted-
average performance percentile. For example, a 
company might be in the 85th percentile in executive 
compensation relative to its peers and the 65th 
10 This report considers companies with annual meetings between August 15, 
2011 and july 27, 2012. Companies with meetings after july 27, 2012 were 
evaluated using our new pay-for-performance model, which is discussed in 
greater detail below.
11 The performance indicators considered are stock price change, change in 
book value per share, change in operating cash flow, earnings per share growth, 
total shareholder return, return on equity and return on assets. Achievement in 
these categories is calculated based on a weighted average of one-, two- and 
three-year data with the largest weighting given to the annualized three-year 
performance data.
12 We consider the total pay of the chief executive and of the top five 
executives.

percentile in performance. Based on these percentile 
scores, we calculate a final numeric score we call the 
“pay-for-performance gap.” In the example above, 
the gap would be 20, representing the difference 
between the compensation and performance 
percentiles. We place the gap scores on a forced 
curve so that the companies with the largest gaps 
can be identified as those that have done a poor 
job of linking compensation with performance. Each 
company is assigned a letter grade (“A” to “F”), 
based on this curve, with 10% of the companies we 
analyze receiving an “A” and 10% receiving an “F.” 

tyPES oF CoMPENSatIoN Not 
CaPtuRED by tHE MoDEL
Any pay-for-performance grading system will have 
its shortcomings and ours is no exception. Since the 
glass lewis model focuses squarely on compensation 
awarded in the most recent fiscal year, it fails to 
account for significant amounts of pay that had been 
awarded in prior years and accumulated in value, 
sometimes resulting in substantial windfalls. Pension 
compensation and pay realized through stock option 
exercises are prime examples of this deficiency in 
our model.

our approach to estimating stock option valuations 
seeks to determine the cost of the awards as a 
compensation cost to the company, using the fair 
value of the awards at their grant dates. To estimate 
these expenses, glass lewis uses the Black-Scholes 
valuation methodology, taking into consideration the 
volatility of the stock and the time value of money. For 
consistent comparability across peers, we do not rely 
on company estimates, but instead apply proprietary 
assumptions in order to eliminate valuation 
fluctuations resulting from companies selecting 
Black-Scholes inputs favorable to executives.  This 
model does not reflect the actual cash an executive 
may realize upon exercising the options, which may 
vary significantly.

APPEndIx A
HOw GLASS LEwIS’ PAy-FOr-PErFOrmANCE mOdEL wOrKS|
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tHE MaRKEt-baSED Pay-FoR-
PERFoRMaNCE MoDEL13

our enhanced pay-for-performance model uses 
the same basic methodology to compare the 
compensation of a company’s top five executives to 
its performance, with a few exceptions. our model 
now evaluates five indicators of shareholder wealth 
and business performance — change in operating 
cash flow, EPS growth, total shareholder return, 
return on equity and return on assets — against peers 
selected using Equilar’s market-based peer groups. 
Rather than comparing one-year compensation to 
one-, two- and three-year performance, pay and 
performance are now both measured using a three-
year weighted average. Additionally, the model also 
no longer assigns companies letter grades based on 
a forced curve; grades are now strictly determined 
by the size of the pay-for-performance “gap.”

PEER SELECtIoN PRoCESS
SEC regulations require companies to list 
firms compared for executive compensation 
benchmarking. Equilar uses this disclosed company 
relationship information to build a peer network. 
The peer network consists of companies and their 
disclosed peer connections. The Equilar algorithm 
extracts this information to identify the strength of 
relationships between two companies. The stronger 
the correlation, the higher the peer is ranked.

By looking directly at market data, this approach 
avoids the limitations of arbitrary financial cut-offs 
or discrete industry groupings and better represents 
the complex relationships that exist in a competitive 
marketplace.

13 The market-based pay-for-performance model was not used in determining 
companies for Pay dirt 2012; it applies to companies with annual meetings on 
july 28, 2012 and later.
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APPEndIx g
BrAzIL| Source: Glass Lewis, Company filings.

RANK TICKER COMPANY NAME FYE MARKET CAP 
(MILLIONS BRL) FYE CEO NAME²

HIGHEST 
INDIVIDUAL REM 

(BRL)

HIGHEST INDIVIDUAL 
REM (USD)³

STOCK PRICE 
CHANGE – 1 FY

TSR CHANGE 
– 1 FY

LFY NET 
INCOME 
(MILLIONS BRL)

1YR EPS 
GROWTH

1 AmBv4
Companhia de 

Bebidas das 
Américas (AmBEv)

R$ 187,536.37 12/31/11
joão mauricio 

giffoni de Castro 
nieves

R$ 16,430,619 $8,821,809 33.2% 38.2% R$ 8,640.98 13.6%

2 oSxB3 oSx Brasil S.A. R$ 3,226.62 12/31/11
luiz Eduardo 

guimarães 
Carneiro

R$ 14,962,673 $8,033,650 -40.5% -40.5% R$ 7.57 109.2%

3 TRPn3 ogx Petróleo e gás 
Participações S.A. R$ 44,043.68 12/31/11 Eike Fuhrken 

Batista R$ 14,279,774 $7,666,993 -31.9% -31.9% (R$ 482.17) -290.3%

4 lREn3 lojas Renner S.A. R$ 5,945.77 12/31/11 josé galló R$ 10,843,562 $5,822,047 -14.2% -11.0% R$ 336.91 8.9%

5 BvmF3 Bm&FBovESPA 
S.A. R$ 19,404.00 12/31/11 Edemir Pinto R$ 10,805,969 $5,801,863 -25.4% -21.3% R$ 1,048.00 -6.0%

6 mPxE3 mPx Energia S.A. R$ 6,357.52 12/31/11 Eduardo Karrer R$ 10,447,471 $5,609,381 76.5% 76.5% (R$ 408.55) -59.4%

7 TRPn3 Tarpon 
Investimentos S.A. R$ 698.81 12/31/11 josé Carlos Reis de 

magalhães neto R$ 8,105,879 $4,352,150 -16.2% -2.6% R$ 109.50 -30.7%

8 llxl3 llx logística S.A. R$ 2,336.39 12/31/11 otávio de garcia 
lazcano R$ 7,316,089 $3,928,102 -28.8% -28.8% (R$ 39.39) -724.9%

9 BRPR3 BR Properties S.A. R$ 3,330.07 12/31/11 Claudio Bruni R$ 7,299,980 $3,919,452 1.9% 2.5% R$ 335.41 -66.6%

10 CTIP3
CETIP S.A. 
- mercados 

organizados
R$ 6,845.09 12/31/11 luiz Fernando 

vendramini Fleury R$ 6,522,115 $3,501,807 14.2% 15.6% R$ 220.52 75.5%

RANK TICKER COMPANY NAME FYE MARKET CAP 
(MILLIONS BRL) FYE CEO NAME²

HIGHEST 
INDIVIDUAL REM 

(BRL)
ROE

HIGHEST 
INDIVIDUAL 

REM AS % OF 
NET INCOME

CONTROLLED? HAS REM/NOM 
COMMITTEE?

LISTING 
SEGMENT

1 AmBv4
Companhia de 

Bebidas das 
Américas (AmBEv)

R$ 187,536.37 12/31/11
joão mauricio 

giffoni de Castro 
nieves

R$ 16,430,619 34.6% 0.2% yes, Subsidiary yes Conventional

2 oSxB3 oSx Brasil S.A. R$ 3,226.62 12/31/11
luiz Eduardo 

guimarães 
Carneiro

R$ 14,962,673 0.2% 197.8% yes, Individual no nm

3 TRPn3 ogx Petróleo e gás 
Participações SA R$ 44,043.68 12/31/11 Eike Fuhrken 

Batista R$ 14,279,774 -5.6% n/A yes, Individual no nm

4 lREn3 lojas Renner S.A. R$ 5,945.77 12/31/11 josé galló R$ 10,843,562 31.0% 3.2% no yes nm

5 BvmF3 Bm&FBovESPA 
S.A. R$ 19,404.00 12/31/11 Edemir Pinto R$ 10,805,969 5.4% 1.0% no yes nm

6 mPxE3 mPx Energia S.A. R$ 6,357.52 12/31/11 Eduardo Karrer R$ 10,447,471 -26.2% n/A yes, Individual no nm

7 TRPn3 Tarpon 
Investimentos S.A. R$ 698.81 12/31/11 josé Carlos Reis de 

magalhães neto R$ 8,105,879 316.9% 7.4% yes, group yes nm

8 llxl3 llx logística S.A. R$ 2,336.39 12/31/11 otávio de garcia 
lazcano R$ 7,316,089 -5.7% n/A yes, Individual no nm

9 BRPR3 BR Properties S.A. R$ 3,330.07 12/31/11 Claudio Bruni R$ 7,299,980 10.5% 2.2% no no nm

10 CTIP3
CETIP S.A. 
- mercados 

organizados
R$ 6,845.09 12/31/11 luiz Fernando 

vendramini Fleury R$ 6,522,115 20.7% 3.0% no yes nm

¹ Amounts reported for highest, lowest and average individual remuneration include all fixed annual compensation (salary, direct or indirect benefits, compensation for participation in 
committees, etc.), variable compensation (annual bonuses in cash or sha
² Through december 31, 2011.
³ R$1.00 = US$0.5369 (exchange rate as of december 31, 2011).
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APPEndIx h
CANAdA| Source: Glass Lewis, Company filings.
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APPEndIx I
UNITEd KINGdOm| Source: Glass Lewis, Company filings.

COMPANY 
NAME

MARKET CAP 
(£MM)

CEO TOTAL 
COMP 
(£MM)

WEIGHTED 
AVERAGE TSR

WEIGHTED 
AVERAGE EPS ROA ROE SAY ON PAY 

RESULTS

WPP group plc  £10,540.39 £30.40 25.9% 29.8% 4.4% 12.6% 40.5%

Barclays plc  £20,349.86 £11.26 -8.6% -13.4% 0.2% 5.4% 68.5%

Aviva plc  £8,503.19 £4.75 -8.4% -71.0% 0.1% 1.8% 41.4%

lloyds Banking 
group plc  £21,335.91 £10.20* -22.6% n/A 0.4% -6.1% 95.1%

Centrica plc  £16,420.89 £5.48 13.2% -10.9% 2.4% 7.5% 83.8%

Royal Bank of 
Scotland group 
plc (The)

 £23,805.42 £7.26 -20.0% n/A 0.1% -2.7% 98.9%

RSA Insurance 
group plc  £3,979.19 £6.08* -2.1% -22.9% 2.2% 9.3% 91.2%

Bg group plc  £42,835.78 £10.21 19.0% 1.7% 7.6% 13.9% 92.1%

ICAP plc  £2,057.09 £6.21 6.7% -3.5% 0.2% 11.7% 87.7%

vodafone group 
plc  £89,776.32 £12.70 12.3% 12.1% 5.1% 9.0% 95.8%

SSE plc  £12,279.03 £2.35 2.1% -33.3% 0.3% 1.9% 96.0%

British land 
Company plc 
(The)

 £4,740.31 £3.99 0.6% -36.5% 5.9% 9.4% 92.3%

BAE Systems plc  £10,028.21 £6.18 1.0% -1.8% 6.2% 29.3% 88.7%

land Securities 
group plc  £6,199.09 £2.13 -6.0% -39.9% 4.8% 7.3% 97.1%

BhP Billiton  £68,579.37 £6.82* 12.5% -1.8% 12.5% 23.6% 95.6%

*The amount listed for CEo compensation reflects portions paid to multiple individuals who served as CEo during the fiscal year.
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APPEndIx j
CONTINENTAL EUrOPE| Source: Glass Lewis, Company filings.

FIXED STI LTI OTHER TOTAL 

Europe European Average for Blue Chip 
Indices € 1,199,961 € 1,217,238 € 839,460 € 177,568 € 3,434,228

Switzerland SmI 20 Average € 1,524,685 € 1,739,122 € 1,804,052 € 178,137 € 5,245,996

(5) novartis Ag € 1,575,860 € 1,447,078 € 8,806,102 € 87,883 € 11,916,923

Roche holding ltd. € 3,288,752 € 1,921,934 € 2,896,945 € 86,052 € 8,193,683

ABB ltd. € 1,637,532 € 2,776,364 € 2,361,036 € 698,669 € 7,473,601

UBS Ag1 € 2,948,458 € 3,032,229 € 758,057 € 190,272 € 6,929,016

nestle S.A. € 1,644,376 € 3,067,341 € 2,034,902 € 23,748 € 6,770,367

germany dAx 30  Average € 1,315,263 € 2,577,218 € 1,233,182 € 155,862 € 5,281,525

(1) volkswagen Ag € 1,886,206 € 11,040,000 € 3,670,000 € 0 € 16,596,206

(2/1) SAP Ag1 € 2,429,900 € 7,206,700 € 3,540,000 € 515,600 € 13,692,200

daimler Ag (fka daimlerChrysler) € 2,008,000 € 4,076,000 € 2,570,000 € 0 € 8,654,000

Siemens Ag € 2,000,000 € 3,947,602 € 2,675,030 € 29,594 € 8,652,226

RWE Ag € 2,700,000 € 3,708,000 € 0 € 2,037,000 € 8,445,000

Spain IBEx 35 Average € 1,530,185 € 1,509,494 € 379,681 € 90,864 € 3,510,224

(6/6) Banco Santander SA € 4,037,687 € 7,019,000 € 0 € 548,000 € 11,604,687

(8/5) Telefónica SA € 2,930,800 € 4,015,440 € 3,928,695 € 295,255 € 11,170,190

Repsol-yPF SA € 3,096,188 € 3,109,000 € 1,553,000 € 280,000 € 8,038,188

Ferrovial SA1 € 2,100,000 € 3,222,840 € 2,402,400 € 6,640 € 7,731,880

ACS Actividades de Construcción y 
Servicios, S.A. € 1,932,000 € 2,519,000 € 0 € 13,000 € 4,464,000

France CAC40 Average € 1,096,800 € 1,234,061 € 1,209,277 € 72,480 € 3,612,619

(3) Rexel SA1 2 € 1,019,400 € 1,191,890 € 10,453,345 € 284,365 € 12,949,000

(9) dassault Systèmes SA2 € 968,000 € 1,113,200 € 8,924,880 € 32,463 € 11,038,543

lvmh moët hennessy louis vuitton 
SA € 1,728,399 € 2,200,000 € 4,354,194 € 618,464 € 8,901,057

SCoR S.E.2 € 1,200,000 € 865,500 € 4,836,813 € 42,800 € 6,945,113

Sanofi € 1,200,000 € 2,280,000 € 2,965,517 € 8,287 € 6,453,804

Italy FTSE mIB Average € 1,457,646 € 1,040,927 € 584,454 € 593,024 € 3,676,051

(4) Finmeccanica1 € 2,433,000 € 965,000 € 0 € 9,490,000 € 12,888,000

(7/8) Telecom Italia1 € 3,035,000 € 2,109,000 € 5,849,687 € 379,000 € 11,372,687

(10) Pirelli € 3,600,439 € 4,530,000 € 2,109,821 € 4,531 € 10,244,791

Salvatore Ferragamo S.p.A. € 703,000 € 7,682,802 € 0 € 16,000 € 8,401,802

Eni € 1,430,000 € 2,110,000 € 3,234,000 € 15,000 € 6,789,000

netherlands AEx Average € 859,974 € 560,434 € 1,151,440 € 78,642 € 2,650,490

Unilever nv € 1,058,000 € 1,429,000 € 4,543,526 € 180,000 € 7,210,526

Wolters Kluwer € 1,023,000 € 1,115,000 € 2,975,417 € 259,000 € 5,372,417

heineken € 1,050,000 € 1,764,000 € 1,617,489 € 0 € 4,431,489

Reed Elsevier € 1,227,841 € 1,224,157 € 1,726,844 € 34,130 € 4,212,972

ASml holding nv € 787,000 € 586,709 € 2,510,228 € 136,765 € 4,020,702

(#/#) Indicates Rank on European highest Paid/overpaid list 1multiple CEos 2not Blue Chip
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APPEndIx K
GLOBAL BANKS| Source: Glass Lewis,Thompson Financial
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SAn FRAnCISCo 
headquarters
glass, lewis & Co., llC
one Sansome Street
Suite 3300
San Francisco, CA 94104
Tel: +1 415-678-4110
Tel: +1 888-800-7001
Fax: +1 415-357-0200

nEW yoRK
glass, lewis & Co., llC
48 Wall Street
15th Floor
new york, n.y. 10005
Tel: +1 212-797-3777
Fax: +1 212-980-4716

AUSTRAlIA
CgI glass lewis Pty limited
Suite 8.01, level 8,
261 george St
Sydney nSW 2000
Australia
Tel: +61 2 9299 9266
Fax: +61 2 9299 1866

IRElAnd
glass lewis Europe, ltd.
6th Floor, Riverpoint
Bishop’s Quay
limerick, Ireland
Phone: +353 61 404700
Fax: +353 61 404711


