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Introduction
Our survey series, Pearl Meyer On Point: Looking Ahead to Executive Pay Practices is designed to provide
organizations with an annual perspective on how their peers are responding to the latest changes in the
environment for decision-making around executive pay and governance. Survey results indicate some trends in
performance metrics, particularly the use of relative Total Shareholder Return (rTSR) in long-term incentives. In
this area, there are some potential contradictions in the rising use of the measure, yet low perceived
effectiveness of its use and indications that it is being implemented as an answer to outside pressure.
The 2016 survey was conducted online in August 2015 and includes responses from 257 organizations,
including 193 senior executives and human resource professionals and 64 non-employee Board members. The
results are summarized across several demographics including employee versus outside Directors, form of
company ownership, and revenue level (for public firms reporting revenue).
We hope you find this information useful as you make compensation-related decisions for the coming year. If
you have any questions or are interested in discussing these findings, please contact:
Beth Florin
Managing Director
beth.florin@pearlmeyer.com
(508) 630-1480
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2015 Executive Compensation Planning Survey
Organizational Demographics
All information collected in the survey will be held in the strictest confidence and all information will
be shared in aggregated form only.
* 1. Please enter your name and email address (note: the final report will be sent to the following email
address).
Name:
Email Address:

* 2. Are you currently an employee of the firm, or an outside director? (If you serve both roles at different
firms, please select one for the purposes of completing this questionnaire.)

Employee of the firm
Outside director
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2015 Executive Compensation Planning Survey
Company Name
* 3. What is the name of your company?
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2015 Executive Compensation Planning Survey
Board Company Name
* 4. What is the name of the firm on which you serve on the Board?
(Note: if you serve on multiple boards, please complete this survey with reference to your predominant role.)
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2015 Executive Compensation Planning Survey
Form of Ownership
* 5. What is the organization’s form of ownership?

Publicly Held – For Profit
Closely Held/Family Held – For Profit
Privately Held – For Profit
Mutual, Cooperative, or membership organization
Tax-Exempt or Government Chartered, including 501(c)(3), FFRDC
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2015 Executive Compensation Planning Survey
Ticker
6. Please enter your organizations Stock Ticker Symbol:
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2015 Executive Compensation Planning Survey
Industry
* 7. Please select the organization's primary industry.

Business Services
Consumer
Energy
Financial
Health Care
Industrial
Materials
Real Estate
Technology
Transportation
Other (Please specify):

* 8. Please select the appropriate revenue, asset size, or operational budget category for your organization,
for the most recently completed fiscal year.
My selection below is indicative of:

Revenue
Assets
Operational Budget
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* 9. Please select the appropriate revenue, asset size, or operational budget (if Tax Exempt of Government
Chartered) for your organization, for the most recently completed fiscal year.
(Used for reporting category.)
My organization’s size is:

Under $100 million
$100 million to less than $300 million
$300 million to less than $1 billion
$1 billion to less than $3 billion
$3 billion to less than $10 billion
$10 billion to less than $20 billion
$20 billion to less than $30 billion
$30 billion or greater
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2015 Executive Compensation Planning Survey
Incentive Design and Measures
10. To what extent do each of the following inputs influence selection of performance measures in your
incentive plans?
Not At All
Important

Not Very
Important

Neutral

Somewhat
Important

Very
Important

Annual operating budget or plan
Long-range or strategic plan
Peer group practices
Shareholder perspectives
Demonstrated link between measure and stock price
performance
Proxy Advisory group perspectives (e.g., ISS, Glass Lewis)
Other
If You Selected Other (please describe)

11. What informational/analytical inputs should be considered in the setting of performance standards in
annual and long-term incentive plans?

Always

Sometimes

Never

Annual budget
Long-range or strategic plan
Business unit “bottom-up” plans
% value sharing (e.g., % of earnings paid out to executives)
Historical peer financial performance
Historical company financial performance
Relative performance versus peers (e.g., percentile, rank)
Implications of specific levels of performance on stock price
Analyst expectations (e.g., First Call consensus estimates)
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2015 Executive Compensation Planning Survey
Board Involvement
12. How, if at all, has Board involvement in the performance measure selection process changed in recent
years?

Increased
Decreased
About the same

13. How, if at all, has Board involvement in the goal-setting process changed in recent years?

Increased
Decreased
About the same

14. How much time per year would you estimate the Board spends on performance measure selection and
goal-setting?

Under 2 hours
2 to 4 hours
4 to 6 hours
6 to 8 hours
8 to 10 hours
10 or more hours

15. What is your opinion on the Board's current level of involvement in goal setting and performance measure
selection?
Not enough involvement
About the right level of involvement
Too much involvement

9

2015 Executive Compensation Planning Survey
Peer Group
16. Is your performance peer group the same as your compensation (benchmarking) peer group?

Yes
No
Does not apply (e.g., no relative performance peer group)

10

2015 Executive Compensation Planning Survey
Performance Peer Group
17. When developing a performance peer group, how important are each of the following potential selection
criteria?
Not At All
Important

Not Very
Important

Neutral

Somewhat
Important

Very
Important

Firm size
Industry
Business model
Life cycle
Geography
Talent competitors (companies actively recruiting your executives
or companies you have identified as sources for executive talent)
Inclusion in Proxy Advisory peer groups
Other
If You Selected Other (please describe)
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2015 Executive Compensation Planning Survey
Compensation (Benchmarking) Peer Group
18. When developing a compensation (benchmarking) peer group, how important are each of the following
potential selection criteria?
Not At All
Important

Not Very
Important

Neutral

Somewhat
Important

Very
Important

Firm size
Industry
Business model
Life cycle
Geography
Talent competitors (companies actively recruiting your executives
or companies you have identified as sources for executive talent)
Inclusion in Proxy Advisory peer groups
Other
If You Selected Other (please describe)
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2015 Executive Compensation Planning Survey
Extraordinary Events & Exclusions
19. Do your incentive plans formally provide provisions for excluding unusual events when assessing
performance results?

Yes
No
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2015 Executive Compensation Planning Survey
Extraordinary Events
20. What extraordinary events are excluded when assessing performance results? (Check all that apply)

Foreign exchange rates
Interest rates
Raw material prices
Non-recurring items (e.g., Restructuring and/or discontinued operations, lawsuit settlement)
Share buy-backs
Asset write-downs
Other (please specify)
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2015 Executive Compensation Planning Survey
FX
21. How does your incentive plan performance assessment address Foreign Exchange (FX) impact?

Include FX impact in the calculation since dealing with and addressing FX is a part of life in a large global corporation.
Exclude FX impact from the calculation.
Create an FX collar where FX impact is included in the calculation up to a set point or range (i.e., +/-10%).
Other (please specify)
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2015 Executive Compensation Planning Survey
Collar
22. How is the FX collar determined?
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2015 Executive Compensation Planning Survey
Discretionary Adjustment
23. In an ANNUAL incentive plan for senior executives, final awards should allow for how much discretionary
adjustment to account for performance not captured by formula?

+/- 25% or more
+/- 15% to 20%
+/- 5% to 10%
Only negative discretion
None

24. In a LONG-TERM incentive plan for senior executives (e.g., a performance share plan or cash LTIP), final
awards should allow for how much discretionary adjustment?

+/- 25% or more
+/- 15% to 20%
+/- 5% to 10%
Only negative discretion
None
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2015 Executive Compensation Planning Survey

25. Factors that should be considered for discretionary adjustment

Never

Sometimes

Usually

Always

Significant economy-wide or industry-wide downturn or
accelerated recovery
Unanticipated movements in exchange rates
Unanticipated movements in interest rates
Unanticipated changes in key raw materials prices
Unanticipated gain or loss of a key customer or account
Restructuring and/or discontinued operations
Lawsuit settlement
Facilities accident
Unusual events associated with risky foreign operating
environments
Other
If you answered other (please specify)
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2015 Executive Compensation Planning Survey
Relative TSR in Equity Incentive Plans
26. Do you currently include relative TSR as a measure in your LTI program?

Yes
No
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2015 Executive Compensation Planning Survey
Perceptions Regarding Use of TSR
27. How long has this measure been in your LTI program (years)?

28. How important were each of the following factors when deciding to include relative TSR in your LTI
program?
Not At All
Important

Not Very
Important

Neutral

Somewhat
Important

Very
Important

Peer practices
Respond to Proxy Advisory group (e.g., ISS, Glass Lewis)
concerns
Respond to investor concerns
Create balance to existing financial metrics
Align investor and management interests
Other
If You Selected Other (please describe)

29. How many performance measures do you have in your LTI program?

Relative TSR is the only measure
Relative TSR is one of two measures
Relative TSR is one of three or more measures

30. To what degree do you feel the inclusion of relative TSR has impacted firm operating performance?

Significant Negative Impact
Some Negative Impact
No Impact
Some Positive Impact
Significant Positive Impact
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31. To what degree do your executives feel that relative TSR is an appropriate metric for inclusion in their LTI
awards?

Not At All Appropriate
Not Very Appropriate
Neutral or Mixed Views
Somewhat Appropriate
Very Appropriate

32. To what degree do you feel the inclusion of relative TSR has helped improve (or maintain) Total
Shareholder Return?

Significant Negative Impact
Some Negative Impact
No Impact
Some Positive Impact
Significant Positive Impact

33. To what degree do you feel the three year TSR results for your firm accurately reflect the efforts and
performance of your executive team (as opposed to outside influences)?

Not At All
Not Very Much
Neutral
Somewhat
Very Much

34. To what degree do you feel the inclusion of relative TSR is a performance metric helps to foster the right
executive behaviors?

Significant Negative Impact
Some Negative Impact
No Impact
Some Positive Impact
Significant Positive Impact
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2015 Executive Compensation Planning Survey
Not Currently Using TSR
35. Why do you not include relative TSR as a measure in your LTI program? (Check all that apply)

Challenges with selecting peers
Participants would not understand it / know how to influence it
Company prefers financial or other measures
Accounting / Valuation challenges
TSR not relevant to our organization (not publicly held)
Other (please specify)

36. How likely is it that you will consider adding TSR to a measure in your LTI program in the upcoming year?

We Will Not Add
Unlikely We Will Add
Neutral
Likely We Will Add
We Are Planning to Add
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2015 Executive Compensation Planning Survey
CD&A and Communication
37. How would you rate your executives’ understanding of their pay program?

Needs Significant Improvement
Needs Improvement
Fair
Very Good
Excellent

38. Which of the following elements have you incorporated into your CD&A in an effort to improve clarity and
understanding? (Check all that apply)

A proxy summary
An executive summary at the beginning of the CD&A
Charts and/or graphs on change in CEO pay from current to prior year
Charts and/or graphs on ratio of variable vs fixed pay for CEO and/or NEOs
Charts and/or graphs on CEO realizable and/or realized pay
Table listing major criteria for peer group (e.g., revenue, assets, market cap)
Glossary of terms
Other (please specify)

39. How would you rate the communication effectiveness of your latest CD&A?

Needs Significant Improvement
Needs Improvement
Fair
Very Good
Excellent
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40. Are you planning to change the tone and style of your CD&A narrative for 2016 to address any of the
following? (Check all that apply)

SEC proposed rules (e.g., pay vs. performance, clawbacks, CEO pay ratio)
Overall investor dissatisfaction with proxy writing
Specific investor feedback
Poor say on pay results
Director concerns regarding clarity
We are not planning to change the tone or style of our CD&A in 2016
Other (please specify)
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2015 Executive Compensation Planning Survey
2016 Projections
41. In percentage terms, what is your anticipated average base salary increase (excluding promotional
increases) for the upcoming year for the CEO? (enter 0% for no increase, enter 5.0% for a five percent
increase)

42. In percentage terms, what is your anticipated average base salary increase (excluding promotional
increases) for the upcoming year for the CEO’s direct reports? (enter 0% for no increase, enter 5.0% for a
five percent increase)

43. How will executive team annual bonuses for the current fiscal year compare to the prior fiscal year?

We do not expect to pay a bonus for this year’s results, but did pay one for last year’s results
We paid no bonus for last year and expect no bonus for this year’s results
This year’s will be considerably lower than last year’s
This year’s will be somewhat lower than last year’s
This year’s will be about the same as last year’s
This year’s will be somewhat higher than last year’s
This year’s will be considerably higher than last year’s

44. How does the grant date fair value of current fiscal year LTI awards to executives compare to last year?

Considerably lower than prior fiscal year
Somewhat lower than prior fiscal year
About the same as prior fiscal year
Somewhat higher than prior fiscal year
Considerably higher than prior fiscal year
Unknown or not applicable
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45. Do you anticipate implementing any of the following modifications to your LTI program in the upcoming
year? (Check all that apply)

Changing the mix of vehicles
Implementing new stock ownership guidelines
Increasing existing stock ownership guidelines
Implementing new holding period requirements post vesting
Implementing new ‘Hold until retirement” provisions
Implementing new “Hold until after retirement” provisions
Shortening the vesting period
Lengthening the vesting period
Implementing mandatory minimum vesting periods
Add a double trigger vesting provision associated with CIC-related terminations
Eliminate or restrict Committee discretion associated with non-CIC terminations
Changing performance metrics in performance-based awards
Implementing realizable value caps
Other (please specify)
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2015 Executive Compensation Planning Survey
Participant Input and Ideas
46. We welcome your suggestions for future PM&P On Point surveys, including data on market practices and
compensation and governance issues of concern to your firm.
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About Pearl Meyer
Pearl Meyer is the leading advisor to Boards and senior management on the alignment of executive
compensation with business and leadership strategy, making pay programs a powerful catalyst for value creation
and competitive advantage. Pearl Meyer’s global clients stand at the forefront of their industries and range from
emerging high-growth, not-for-profit, and private companies to the Fortune 500 and FTSE 350. The firm has
offices in New York, Atlanta, Boston, Charlotte, Chicago, Houston, London, Los Angeles, and San Francisco.

Contact Us
For other information and guidance on compensation issues, or to learn more about Pearl Meyer’s services,
please feel free to contact any of our offices listed on the next page.
Please note: This survey and its contents are confidential and proprietary and should not be provided to other
parties outside the firm for which the data was reported (non-participating firms) without the express written
consent of Pearl Meyer.
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NEW YORK
570 Lexington Avenue, 7th Floor
New York, NY 10022
(212) 644-2300
newyork@pearlmeyer.com
ATLANTA
One Alliance Center
3500 Lenox Road, NE, Suite 1708
Atlanta, GA 30326
(770) 261-4080
atlanta@pearlmeyer.com

HOUSTON
Three Riverway, Suite 1575
Houston, TX 77056
(713) 568-2200
houston@pearlmeyer.com

BOSTON
93 Worcester Street, Suite 100
Wellesley, MA 02481
(508) 460-9600
boston@pearlmeyer.com

LONDON
3rd Floor
58 Grosvenor Street
London W1K 3JA, UK
+44 (0)20 3384 6711
london@pearlmeyer.com

CHARLOTTE
3326 Siskey Parkway, Suite 330
Matthews, NC 28105
(704) 844-6626
charlotte@pearlmeyer.com

LOS ANGELES
550 S. Hope Street, Suite 1600
Los Angeles, CA 90071
(213) 438-6500
losangeles@pearlmeyer.com

CHICAGO
123 N. Wacker Drive, Suite 860
Chicago, IL 60606
(312) 242-3050
chicago@pearlmeyer.com

SAN FRANCISCO
595 Market Street, Suite 1340
San Francisco, CA 94105
(415) 651-4560
sanfrancisco@pearlmeyer.com

For more information on
Pearl Meyer, visit us at
www.pearlmeyer.com or
contact us at (212) 644-2300.
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