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VOTE OF THE WEEK: APPLE 2014 2013 2012

OUTCOME 96% 61% 83%

1-YR TSR 1 -26% 64% 38%

3-YR TSR 19% 54% 47%

CEO PAY2 $4.3M $4.2M $378M

REVENUE $171B $156B $109B

MARKET 
VALUE

$434B $627B $376B

COMPANY INFORMATION, PERFORMANCE, AND CONTEXT

‒ Apple, Inc. is a designer and manufacturer of computing and communication devices, as well as related software, 
services, and peripherals 

‒ As of fiscal year end 2013, one-, three- and five-year total shareholder return (TSR) was -26%, 19%, and 31%, 
respectively

‒ FY 2013 revenue increased 10% year over year, while net income decreased by 11%

2011 CEO RETENTION AND PROMOTION GRANT

‒ In 2011, CEO, Timothy Cook, was granted 1M RSUs at time of his promotion, with a grant date fair value of $376M, 
scheduled to vest 50% after 5 years and 50% after 10 years

‒ Upon shareholder concern over Company’s practice of awarding time-based awards to both CEO and other NEOs, 
the Company decided to modify Mr. Cook’s grant to include performance conditions and staggered vesting

‒ Performance conditions require Apple’s 3-year trailing TSR to be in the middle third of the S&P 500 for half of the 
RSUs to vest or the top third for all of the RSUs to vest

ADDITIONAL CHANGES MADE AFTER 2013 SAY ON PAY VOTE

‒ Did not make changes to any other NEOs’ outstanding awards, but indicated that future equity awards would include 
performance conditions

‒ Adopted formal stock ownership guidelines for NEOs which require the CEO to hold 10x his base salary and NEOs to 
hold at least 3x their base salaries

‒ Net sales and operating income goals for annual incentive payouts were set 16% to 22% higher than prior year goals

PAY PROGRAM

‒ Annual Incentive: Each executive officer has a target annual incentive opportunity equal to his base salary, which is 
based 50% on net sales and 50% on operating income

‒ CEO Long-Term Incentives: Because of Mr. Cook’s 2011 grant of 1M shares, he is not expected to receive a new grant 
in the near-term and so proposed the revision to his 2011 grant placing over $123M of value at risk; his unvested 
RSUs do not accrue dividend equivalents

‒ NEO Long-Term Incentives: Biennial grant strategy; awards of ~$60M made in 2012 but no awards made in 2013

ISS PROPOSAL SUMMARY EXCERPTS

‒ “A vote FOR this proposal is warranted. In response to relatively low support for the last two say on pay resolutions 
(including 61% in 2013), the company has established robust executive stock ownership guidelines and attached 
performance conditions to what was previously a solely time-based grant of restricted stock awarded to the CEO. 
While the grant modification also accelerated the award's vesting schedule, it ties a significant portion to relative TSR 
performance, putting about 40% of the shares at risk without adding upside potential to the award. Fiscal 2013 
bonus payouts were linked to rigorous goals, and no other significant concerns were found in reviewing the pay 
program.”

Source: Semler Brossy data and analysis; Fund Votes LLC; ISS Voting Analytics; FactSet; Apple DEF14A.
1 Financials as of the three most recently disclosed fiscal year ends (i.e., FYE2013, FYE2012, and FYE2011). 
2 As disclosed in the Summary Compensation Table. 

Apple received 96% support on Say on Pay in 2014 after receiving 61% in 
2013, 83% in 2012, and 98% in 2011. The Company’s year over year 
increased support is likely due to: 

– Strong shareholder outreach following a low vote in 2013

– Implementation of share ownership guidelines for executives

– Increase in the rigor of goals for target bonuses

– Addition of performance conditions to CEO’s 2011 promotion grant

– Commitment to adopt performance conditions on future NEO equity 
awards


