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Introduction

If your company's say-on-pay vote received a low level of support
at your last annual meeting, you will be preparing a strategy to
understand why, and bounce back. After reviewing the issues,
engaging with shareholders and amending your compensation
program as appropriate, you will want to publish a proxy statement
that explains your company's compensation philosophy and
performance clearly, while satisfying increased scrutiny from

proxy advisors.

This Thought Piece highlights examples of certain key disclosures
that the proxy advisory firms want to see after a low say-on-

pay vote. While some of the following examples are from proxy
statements published by companies after a low say-on-pay score,
others are from companies that publish these "best practice”
disclosures as a matter of course.
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What Proxy Advisors
Are Looking For

ISS »

ISS’ review takes into consideration the
following when a say-on-pay proposal
receives less than 70% support:

+ The disclosure of details on the breadth of engagement, including information
on the frequency and timing of engagements, the number of institutional
investors, and the company participants (including whether independent
directors participated);

+ The disclosure of specific feedback received from investors on concerns that led
them to vote against the proposal;

+ Specific and meaningful actions taken to address the issues that contributed to
the low level of support;

- Other recent compensation actions taken by the company and/or the persistence
of problematic issues;

+ Whether the issues raised are recurring or isolated;

+ The company's ownership structure; and

+ Whether the proposal’s support level was less than 50 percent, which would
warrant the highest degree of responsiveness.

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

4 A Resource for Effective Communications


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

)--J

7L GLASS LEWIS

Glass Lewis' review takes into
consideration the following when a
say-on-pay proposal receives less than
80% support:

Our review of a company’s practices also takes into consideration the compensation
committee’s response to previous say-on-pay votes and the level of shareholder
support. When a company receives low support for its say-on-pay proposal, we
believe the compensation committee should provide some level of response to
shareholders’ concerns, including engaging with large shareholders to identify

the concerns driving the opposition. Shareholders should also expect adequate
disclosure of any such engagement and any resulting feedback or changes being
made to address outstanding concerns.

https://www.glasslewis.com/say-on-pay/
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Disclosure
Examples

Presenting Compensation in the
Proxy Summary

- To reduce duplication, consider a “light” approach to compensation information
in the Proxy Summary with the “compensation story” pages being in the CD&A.

+ Elements to consider for the Proxy Summary, as appropriate:
+ The breadth and scope of the business (background about the company).

- Business highlights (not necessarily specifically tied to compensation metrics,
although financial and non-financial results tied to compensation metrics
should be included).

- Compensation elements and their metrics (not goals or outcomes - the
summary introduces readers to the compensation plan).

- Pay for performance alighment over time — with the performance metric that's
most relevant for the company and its industry.

- Compensation governance (“what we do / don't do”).

+ Shareholder outreach and a summary of resultant changes.

- If it tells the right story, consider also showing (briefly/visually) that the program
works by showing pay for performance over time, whether that is actual pay,
realizable pay, or plan payouts over a 3- or 5-year period.
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Shareholder Outreach

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

+ Efforts made to solicit feedback from shareholders since the last Annual Meeting:

Stockholder Outreach

Our Annual Director Stockholder Dutreach Program Other Ways We Engage

WHO WE ENGAGED TOPICS DISCUSSED

~50%

~30% _

Related-Person Transactions Policies and Procedures

Related-Person Transactions Polic
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+ "Year-round” shareholder outreach process and cycle:

Starbucks
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Changes Made as a Result of Shareholder Outreach

* Any changes to the compensation program should be clearly highlighted and emphasized. Particularly
if additional changes were made following last year's say-on-pay vote, we would suggest visually
showing changes over multi-year period and emphasizing that the evolving program is in line with
shareholder feedback - even better if the program has evolved in line with the company'’s strategic
transformation initiatives.

+ Timeline of changes:

General Motors

P Shareholder Engagement

ompany views tharehokler engagement &5 a continuous process and annually seeks feedback
¥ from our shareholders. Through these engagements, we received positive feedback in support of
our executive compensation program and, in parlicular, the Compensation Commitige's deci
further drive accountability and reinforce cur EV and grawth strategy, cubture, and ESG priar
The angoing dislog with sharehclders this past year provided crifical feedbach that was used in the
development of our 2022 LTIP design, which further aligns the interest of our executives to those of cur
shareholders.

The Compensation Comeittes seeks to align the
Company's executive compensation program
with the interests of the Compary's sharehalders.
The Compensation Committes considers the
results af the annusl Say-on-Pay vote, the long-
term vision and strateqgic goals of the Company.
input from mansgement. input From s
independent compensation consultant, and
investor engagement feedback when sedting
and developing compensation plans for our
expcutives. In 2021, 953 percent of our
shareholders voted in favar of gur executive
campensation program

We considered shacehoider feedback in making changes to cur LTIP
design. Far the 2022 LTIP design, we repisced Relative ROIC-Adjusted
with absalute EBIT-Adjusted Margin, maintained Relative TSR, and added
Electric Vehkle performance measures that reward performance for
GMNA EV Valume, GMNA EV Launch Timing, and GMNA EV Launch
Guality, These changes further link the lang-term compensation of cur
executives to the long-term EV strateqy of the Company.

Provide Additional ESG performance continues o e a focus for the Company and cur
the Impact Iders. The C tion Committes factars ESG perfarmance into
of £5G Results inta strateqic goals for pach NEG, We enhanced our disciosure to demonstrate
Compensation Decisions  our continued work, towards ESG performance and provided greater detail
inito the goal setting process for our strategic goals portian of the STIP. We
identify ESG results with a green ieaf in the “Our Company Performance”
section begining on page 47 of this Proxy Statement and the
“Porformance Results and Compensation Deciskons” section for our NEOs

beginning on page &1 of this Proxy Statement.

Review Incentive Plan
Metrics to Align to EV
Strategy and Reduce

Overall GHG Emissions

Continued i The C Committes reviews recommendations from is
Peer Group sal consultant annually to determene ! any

Sedection additicns. ar deletions ba 1he peer rous is aporcoriate. We ensure our peer
Orc position remaing tithve and a3 the Company

4 10 expand into new businesses. A full daclesure of our consistent
approach and framewark can be found in the *Poer Group for Compensation
Senchmarking” section on page 53 of this Proxy Statemsent,

grmeeal mataey phY ST

P Compensation Program Evolution

Our executive compensation program focuses leadership on key areas that drive the business formard
and align ta the short-term and lang-term interests of cur sharehaiders. The Compensation Committes
requiarly reviews and ghscusses plon performance at each meeting. The Compensation Committee
considers many factcrs when electing o make plan changes for future incentive lans. including results,
market trends. and feedback from s independent compensation consultant and shareholders. The
timeline below shows the actions we have taken to develap executive compensatian plans that align the
interests of cur senior leaders with thase of aur sharehalders.

e e

B 2022 LTIP Design Changes

The 2022 LTIP design will continue to kave a mix of PSUs and 2022 LTIF
Stock Options, and PSUs will now include the following
performance measures:
PSUs - 75%
EBIT-adjusted Margin - 30%
Relative TSR - 30%
EV Measures - 15%
* GMNAEV Voume
* GMNAEVY Launch Timing
* GMNA EV Launch Quality (modifier)
Stack Options - 25%
These changes further align cur executive compensation program with our all-electric future and directs
additional focus on Company growth and ESG performance, which will better support our path 1o EV
leadership and expansion into new markets and technologies.
P 2021 STIP and 2021 LTIP Overview
The 2021 STIP focuses leadership on key financial measures (T5% of STIP) and strategic goals (25% of
5TWP). The total payout for the STIP ranges from O to 200 percent based on performance against

vt weeeral matars 5
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- Avisually impactful chart to highlight “what we heard / what we did” may be presented in the proxy
summary and the CD&A:

Southern Company

Compenustion Discusion and Analysis Compensation Discussion and Analysis

Stockholder Outreach and Say on Pay Response
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B. Consideration of Fiscal 2020 Say on Pay and Related Stockholder Feedback
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Letter from the Compensation Committee

After a low/failed say-on-pay vote, we recommend a carefully considered Compensation Committee letter to
explain their rationale for compensation decisions, and any additional changes that have been made.

Southern Company

Compensation Discussion and Analyss

Letter from the Compensation and Management
Succession Committee
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+ Halliburton provides a Q&A with the Compensation Committee Chair in addition to the a letter.

Halliburton

Compensation Discussion and Analysis
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- In addition to a standard report for the Compensation Committee, Phillips 66 provides additional
commentary on specific aspects of the compensation program throughout their CD&A.

Phillips 66

— ) _
Compensation Discussion and Analysis
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Appropriately Challenging Goals

+ Shareholders will want to see that the goals on which compensation is based are challenging, given the

company's business model, industry and past results.

- Show how the process for setting those goals takes those and other company/industry-specific factors into

account, resulting in goals that evolve as those factors evolve.
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+ Evolution of goals over a three-year period
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Clear Link Between Compensation Program
and Strategy

+ Compensation program complexity has been a criticism of investor groups, and with this in mind, the link
between pay and performance/strategy cannot be made clear enough:

Exelon
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Scorecard to Highlight NEO Performance

Raytheon

COMPERLATION DIECUASON AND ANALYSE

2021 CEO Pay Decisions
Gregory J. Hayes
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About Argyle

.

www.argyleteam.com

We are a creative communications
firm offering end-to-end, in-house
execution capabilities.

530 Means Street Our experienced and passiqnate team.is
Suite 410 composed of attorneys, designers, project
Atlanta, GA 30318 managers, thinkers and web developers.
(404) 688-3584 We collaborate together around a process

that encompasses drafting, editing,
designing and publishing across all digital
and print channels.

We are thrilled that communications
prepared by Argyle have contributed to
trustful relationships between our clients
and their readers, whether investors,
employees or other stakeholders.

In turn, our commitment to our clients

has resulted in meaningful long-term
relationships with some of the most
respected public and private companies in
the world.
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