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David Bixby:  So, working in cyclical industries does present a lot of challenges in 
how you structure your pay programs in order to be flexible over those 
cycles. The oil and gas industry in particular over the last several 
years has been experiencing perhaps almost the worst case scenario 
for that cyclicality. After a very long run of everything constantly going 
up to hundred dollar oil, of course we had that crash in commodity 
prices at the end of 2014, and the industry is still largely recovering 
from that. 

 One of the things that we've seen that presents some additional 
challenges from a compensation standpoint is that oil and gas is not a 
monolithic industry. There are sectors within oil and gas that are 
impacted to a different extent and at different times by the changes in 
commodity prices. Depending on what part of the value chain you're 
involved in, you may be on the tail of the whip, or you may be close to 
the handle. So, one of the things that we've seen over the last couple 
of years, really since somewhere around 2015, is that companies that 
are involved in land-based exploration and land-based oil field 
services in North America have really started to recover a lot more 
quickly and have started to move up. You can see their stock prices 
moving up with the commodity prices, while the offshore companies, 
the offshore drillers and the service company companies that provide 
transportation out to the rigs are still lagging. 

 So, there was a disconnect somewhere around 2015 between those 
two sectors, and one of the challenges that presents, particularly for 
the offshore folks, is that you're competing for talent at the executive 
level where your corporate offices are headquartered with oil field 
services firms whose stock prices have started to recover more 
quickly, and they have more ready capital in order to buy out 
executives if they see somebody that they want on your team. So, 
you're presented with this challenge of trying to retain people in a 
situation where proxy advisory firms or some external observers 
maybe don't place as much importance on the risk of retention for top 
executives.  

 So, it's been something that we've worked with a lot of our clients to 
explain in the proxy and trying to come up with talking points for 
shareholders about how important it is to maintain the continuity of 
management as part of your strategy, your business, and talent 
strategy in order to keep things moving in the right direction through 
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the downturn so that you're properly positioned to succeed when 
everything really does turn around in all the sectors. 
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