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Meet the Presenters li\lACD

Yvonne R. Jackson is the President and Principal of BeecherJackson, Inc., a human resources
management consulting firm she co-founded. She has more than 30 years of experience in human
resources. Jackson is currently a director of SpartanNash Co., serving as chair of the compensation
committee, and member of the nominating & governance committee. She is also a former board
member of Simmons College in Boston and former chair of the Association of Governing Boards of
Universities and Colleges. She is also a former director for Best Buy Inc. and Winn-Dixie Stores, Inc. and
a former advisory council member of PricewaterhouseCoopers. Jackson has served as the Chief Human
Resources Officer for Pfizer, Inc., Compaq Computer Company and Burger King Co.

Jan Koors is a senior managing director with Pearl Meyer and president of the firm’s Western Region.
She advises company boards and management teams on all aspects of strategic human capital decision
making. Koors has been quoted in the New York Times, the Wall Street Journal, and Financial Times. She
has appeared on CNN'’s MoneyLine and NBC Nightly News, and has spoken at numerous seminars on
executive and director compensation issues. Koors is an NACD Governance Fellow, and serves as faculty
for NACD's Director Professionalism® and Master Class programs. She is also responsible for Pearl
Meyer's annual Director Compensation Report, published in conjunction with NACD. She has been
named to the NACD D100® 12 times. Koors is a member of the Wellesley College Business Leadership
Council, on the board of The Big Shoulders Fund in Chicago, and serves on the advisory board for the
Berger Institute of Claremont McKenna College.

Joe Tripolitakis is a consultant in the Chicago office of Pearl Meyer. He has spent over five years helping
clients understand current compensation program deficiencies as well as providing recommendations
that align with current business strategy. Joe works with companies in a variety of industries and sizes,
ranging from small, privately-held firms to Fortune 500 companies. His areas of expertise include pay
for performance analyses, peer group selection, and value driver analyses. He also manages the data
collection process for Pearl Meyer’s annual Director Compensation Report, published in conjunction
with NACD.
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Housekeeping ANACD

Submit a question and receive your answer directly from Pearl Meyer,
either during today’s webinar or as a follow-up. You will also be
opted-in to receive future executive compensation thought
leadership from Pearl Meyer.

Tweet live during the event today with @NACD and @PearlMeyer
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Housekeeping ANACD

e You will automatically receive 2 NACD skill credit for your participation
(live program only).

* Credit may be applied to NACD Fellowship programs if you are
currently enrolled. Contact Fellowship@NACDonline.org for more
details.

* Presentation slides are available today at
www.pearlmeyer.com/director-compensation-2020 and within the
webinar console.

 The replay will be available early next week at
www.nacdonline.org/webinars and www.pearlmeyer.com/director-
compensation-2020.
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The Environment ANACD

* Boards are operating in a time of intense media and stakeholder
scrutiny

 The depth and breadth of director oversight and time
commitment is growing and there is demand for increased
expertise/experience in areas like technology, cyber security, HR,
Innovation, etc.

* Annual increases in director pay continue to be modest

* ISS is analyzing director compensation to identify companies
that “consistently” (defined as two or more years in a row)
compensate directors at the top 2-3% of the market

 Thereis a call to better align director pay to shareholder interests
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Presenter
Presentation Notes
 Identified companies that don’t provide a compelling rationale for their pay positioning are subject to potential withhold vote recommendations, which will be aimed at the directors that approve the compensation arrangements.



I Director Compensation Data for 1,400

Companies INACD

= All companies are publicly traded

Five Size Categories * Information is collected across 24
Based on Annual Revenue industries based on GICS at the
group level

= Source: Main Data Group

Micro: $50M — $500M

Small: $500M — $1B

Medium: $1B-$2.5B

= Large: $2.5B — $10B
= Top 200: Largest 200 companies
in the S&P 500
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I Board composition remains similar to
prior year

INACD

Micro Small Medium Large Top 200 | All Firms | All Firms

Median No. of Directors (a) 8 8 9 10 11 9 9
Median Director Age (yrs) 64 64 64 64 63 64 64
Median Director Tenure (yrs) 7.0 6.4 7.8 7.4 6.8 7.2 7.4

% with 1 year term 57% 56% 64% 7% 94% 68% 68%
Mandatory Retirement Age (yrs)

Prevalence of disclosure 29% 41% 53% 64% 79% 51% 51%

Median Retirement Age 75 75 73 74 74 74 73
Gender Diversity
% of companies with > 1 female director 71% 82% 93% 97% 100% 88% 82%
% of companies with > 2 female directors 31% 47% 60% 80% 94% 60% 53%
% of companies with > 3 female directors 9% 16% 25% 41% 67% 29% 23%
Combined CEO/COB Role 31% 34% 37% 34% 56% 37% 36%
Median No. of Board Meetings 7 6 7 7 7 7 7

(@) Includes non-employee and employee directors

> +10% pts. higher than last year

> +5% pts. higher than last year Source: Main Data Group
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Polling Question #1 ANACD

How long has it been since your board added a new outside director?
A. Withinthe last year

B. Within the last two years

C. Withinthe last three to five years

D

. More thanfive years
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Polling Question #2 ANACD

Does your board have:

A. Age limits

B. Tenure limits

C. Bothage andtenure limits

D. Neither
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? Total direct compensation increased by

+2% relative to the prior year

INACD

Total Direct

Compensation

Annual Growth in Median

Total Direct Compensation

2019 2018 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009
Micro $125,625 $119,991 +5% 3% +2% +4% +9% +4% +4% +1% +6% +20% -3%
Small $174,226 $169,226 +3% +2% +6% +5% +3% +1% +11% +2% +6% +10% @ -6%
Medium $198,906 $191,438 +4% 0% +6% -1% +1% +5% +4% +4% +8% +13% 2%
Large $242,004 $234,444 +3% +1% +4% +1% +3% +5% +6% +4% +6% +7% -1%
Top 200 $294,534 $286,719 +3% +2% +3% +3% +3% +2% +4% +6% +1% +5% +1%
All Firms $207,938 $203,031 +2% +2% +4% +3% +1% +3% +6% +3% +5% +11% @ -2%
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Presenter
Presentation Notes
TDC grew by 2% relative to prior year, across all participants, which is similar to increases we’ve seen over the past 7 years. Growth across all size categories were positive, with Micro companies exhibiting the highest growth at 5%. As ISS increases its focus on director pay, we expect companies to continue to “play it safe” in this department.



F Increases have been in cash retainers
and equity rather than committee pay ANACD

All Firms

2019 2018 2017 2016 2015 2014 >year
Change
_ _ $70,000 $66,000 $62,500 $60,000 $60,000 $55,000
Median Annual Cash Retainer
+6% +6% +4% 0% +9% +27%
Median Average Committee $10,000({ $10,000  $11,460  $11,000  $11,847  $12,000
Compensation 0% -13% +4% 7% -1% -17%
, 21% 23% 27% 29% 33% 38%
Prevalence of Board Meeting Fee
-2% -4% -2% -4% -5% -17%
_ _ _ $125,000f $120,000 $120,000 $110,000 $110,000 $104,110
=iy Median Equity Award
+4% 0% +9% 0% +6% +20%
) _ . $207,938| $203,031 $199,938 $191,440 $186,610 $184,943
Median Total Direct Compensatior
+2% +2% +4% +3% +1% +12%
Median Total Board Cost +3% +0% +5% +3% +2% +14%
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Presenter
Presentation Notes
Cash retainers increased by 6%, with the largest increase coming from the medium companies at 8%. 
Committee Compensation levels dropped for Small and Large organizations, and remained stagnant across all firms.



? Full-value stock accounts for the A
largest portion of total pay ANACD

$300,000 - $294,534
' BBoard Stock Options

mBoard Full-Value Stock

mCommittee Pay

$250,000 - BBoard Meeting Fees $242,004
mBoard Cash Retainer
$198,906
$200,000 -
$174,226
$150,000 -

$125,625

$100,000

$50,000

$0

Micro Small Medium Large Top 200

Source: Main Data Group
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Presenter
Presentation Notes
On this slide we’re looking at the mix of pay elements, and as we’ve seen over the past several years full-value stock continues to makes up the largest portion of total pay
The focus on equity usage increase with company size and you’ll notice that equity makes up at least 50% of the total pay package for each size bucket, with the exception of Micro companies
Board meeting fees and committee pay remain the smallest portion of total compensation



? The majority of companies match NACD's ,
leading practice of >50% of pay in equity ANACD

100% -
m2017

91%

50/, 88%88% 880, 89%

75%

50%

25%

0%

Micro Small Medium Large Top 200 All Firms

Source: Main Data Group
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Presenter
Presentation Notes
NACD Leading Practice: >50% of total pay in equity, here were looking at the percentage of companies that do comply with this practice

At least 70% of companies across Small, Medium, Large and Top 200 provide at least 50% of total pay in some of equity, and last year

We also see that the number of companies that provide at least 50% of pay in equity increased across all size categories each year for the past several years with the exception of Micro companies



@ Full-value shares are preferred over
stock options ANACD

Prevalence of Full-Value Equity and Stock Options
100%

. BFull Value 98%
= k [
SO0 Stock Options 8704
79%
70%
60%
50%
40%
30%
20%
10%
8% 7%
0%
Micro Small Medium Large Top 200

Source: Main Data Group
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Presenter
Presentation Notes
When we look further in to equity granting practices, and there is really no surprise here, we see that full value shares continue to be largely preferred over stock options. 

We’ve seen this trend hold true since option expensing became mandatory
 
The common rational out there is that Full value shares create stronger alignment between director and shareholder interests, with the thought that board members key responsibilities are focused on company oversight and governance.

If we dive in to the detail, we see that Stock options are more prevalent among smaller, start-up type companies that tend to rely heavily on them for executive compensation (e.g. pharmaceuticals, technology).



F Most companies set equity awards as a

fixed value

INACD

Equity Grant Practices: Fixed Values vs Fixed Shares

Micro Small Medium Large Top 200 || All Firms ZgilfmA;“
Total Firms Providing Equity 85% 93% 95% 95% 99% 93% 92%
Grant Determination
Fixed Value 75% 82% 84% 90% 91% 84% 82%
Fixed Shares 22% 18% 12% 9% 4% 13% 15%
Combination 4% 1% 4% 2% 5% 3% 4%
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Presenter
Presentation Notes
When looking at the Prevalence of equity- 85% of Micro companies and more than 93% of companies in other size categories are granting equity to directors
A reminder that

The vast majority of companies continue to use a fixed value approach to equity granting, with 84% of all participants using this approach. We actually say in increase in the prevalence of using a fixed value approach across all size categories, relative to prior year, likely do to increased volatility in the stock market over the past couple of years.

Fixed value: means that each year a consistent dollar value in equity is delivered each year , so that # of shares is adjusted at each grant date based on the stock ( A company will state that directors are granted $20,000 in equity each year)

Companies that take a Fixed share approach: # of shares granted is held constant and that the dollar value of grant changes based on changes in stock price ( each year we will grant 10,000 shares to your directors

Similar to the rational for granting full-value shares, the common thought out there is that using a fixed value approach is more consistent with a director’s responsibilities and confirms that most organization’s believe that a director’s service isn’t more or less valuable due to changes in stock price



Ownership guidelines are typically expressed ,
as a multiple of annual cash retainer INACD

Prevalence of Stock Ownership Guidelines (SOG)
Micro Small Medium Large Top 200 |[ All Firms 20.19 Al
Firms
% of Companies with Any Form of SOG 58% 78% 83% 91% 94% 80% 78%
% of Companies with a Multiple of Retainer SOG 48% 66% 74% 79% 80% 69% 67%
.......Median Multiple of Retainer Requirement 30 .. 40 . 50 ... 50 . 50 I .. 50 50 |

% of Companies with Share SOG 8% 8% 8% 8% 12% 9% 9%

% of Companies with Dollar SOG 6% 9% 5% 8% 8% 7% 8%
Median Dollar Value of SOG $175,000 $250,000 $320,000 $400,000 $525,000 [ $325,000 | $300,000
Median Time Frame (yrs) 5 5 5 5 5 5 5

Holding Period Requirements
Micro Small Medium Large Top 200 |[ All Firms 20.19 Al
Firms
% with Holding Requirements 25% 25% 30% 37% 38% 31% 30%
Type of Holding Guideline
Until or Beyond Retirement 21% 16% 14% [ 21 23%
Until Ownership Guideline Achieved 61% [N  73% 73% 47% 66% 65%
Other / Unknown 18% 13% 13% 7% 16% 13% 12%
> +5% pts. higher than last year
Source: Main Data Group

- > -5% pts. lower than last year
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Polling Question #3 ANACD

Does your company impose holding restrictions on equity awards:

* Yes, for afixed number of years (after share vesting or option exercise)
* Yes, until you meet ownership guidelines

 Yes, until retirement

* Yes, a combination of the above

e No

© NACD 2020 Allrights reserved. ELEVATE BOARD PERFORMANCE




? Prevalence of meeting fees to committee |,
members and chairs decreased slightly ANACD

YoY Change in Prevalence of Committee Meeting Fees

Micro Small Medium Large Top 200

Chair -3% -2% -49% -3% 0%
Audit

Member -3% -2% -5% -3% 0%

Chair -1% -4% -4% -4% 0%
Comp

Member -1% -4% -4% -4% 0%

Chair -1% -3% -2% -3% -1%
Nom/Gov

Member -1% -3% -3% -3% -1%
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Presenter
Presentation Notes
On this slide we’re looking at change in prevalence of providing any sort of committee pay
We’re seeing the prevalence of providing pay to committee chairs and members is slightly declining across all size organizations, a trend we’ve noticed over the years

These numbers are really indicating that companies are continuing to streamline their director compensation programs by eliminating meeting fees



? Audit committee chairs continue to be paid

more than other committee chairs AINACD
$30,000 -
B Audit Chair
$25,000 - @ Comp Chair
BGov Chair
$20,000 -
$15,000 -
$10,000 -
$5,000 -
$0 A

Micro Small Medium Large Top 200 All Firms
Source: Main Data Group
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Presenter
Presentation Notes
When looking at the retainer levels provided to the chairs of the three typical standing committees ,We continue to see Universal agreement that Audit chair continues to be the biggest job, followed by the Comp chair, followed by the Chair of nom/gov. 

In general the level of retainers was generally flat relatively last year across all size categories and committees



F Audit committee members are more likely
to be paid, and paid more ANACD

$12,000 -

BAudit Member

@ Memb 7%
$10.000 - Comp Member

EGov Member

0

$8,000 - 1% 66%
$6,000 -

66% 1% 87% 53%  52%

$4,000

$2,000

$0 -

Micro Small Medium Large Top 200 All Firms

Source: Main Data Group
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Presenter
Presentation Notes
On this page we’re looking at any type of pay made to committee members- retainers or meeting fees. Follows a similar hierarchical pattern as the chair retainers.

Note: Top 200 prevalence has dipped below 50% for Compensation and Governance members





Board Leadership

I Compensation for Non-Executive

INACD

Compensation for Non-Exec Leadership
Median Board Leadership TDC

Median TDC for Board
Leadership (b)

as a Multiple of Board Member

TDC (b)

Non-Executive Lead / Non-Executive Lead /
Chair Presiding Chair Presiding

Micro $170,000 $126,000 1.42x 1.16x
Small $239,700 $176,000 1.44x 1.13x
Medium $281,000 $225,000 1.45x 1.13x
Large $355,000 $260,000 1.56x 1.12x
Top 200 $455,000 $325,000 1.63x 1.12x
All Firms $276,500 $243,920 1.48x 1.13x

Source: Main Data Group
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Tipping Points for Director Pay INACD

=== HOW much is too much?

Ensuring pay is fair, given increasing responsibility, scope, and talent requirements
Balancing with public scrutiny
Will we see smaller, more frequent increases — rather than periodic “jumps”

Will we see more companies introduce shareholder-approved caps on director pay
to protect against criticism — or litigation?

Is it time to rethink how we use equity?

e The move toward restricted stock with fixed grant values “insulates” directors from
corporate performance

* Onthe other hand, increased ownership guidelines can tie directors to the long-
term performance of the stock

e Could hold-to-retirement requirements be a “tool” to encourage board turnover
and refreshment?
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Pearl Meyer ANACD &=,

Questions

You can submit a question in the top-right corner of your webinar console.
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Don’t Miss Our Next Webinar ANACD

Join NACD and Pearl Meyer for our next Compensation Series
webinar on March 26, 2020 at 2:00 PM (ET)

Register Today

Archives of earlier webinars in this series are available at
www.nacdonline.org/webinars or
www.pearlmeyer.com/knowledge-share
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§ NACD Credit and Fellowship
Information ANACD

If you have any questions regarding NACD credit or the Fellowship
programs, please contact:

Meghan Metzbower, Senior Manager, Fellowship
Phone: (571) 367-3638
Email: Fellowship@NACDonline.org

To learn more about NACD Fellowships, visit us at
NACDonline.org/Fellowship.
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Presenter
Presentation Notes
Cienna
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Pearl Meyer INACD

ThankYou
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