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COMPANY INFORMATION & PERFORMANCE 

‒ Tutor Perini provides general contracting, construction 
management, and design-build services  

‒ Net Income decreased from $86m in 2012 to -$265m in 2013 

PAY PROGRAM 

‒ Annual bonus based on pre-tax income (below plan for 2012) 

‒ While the NEOs did not achieve a plan-based annual bonus in 
2012, the Committee awarded discretionary bonuses to 3 NEOs 
(including a payment equal to 50% of base salary for the CEO)  

‒ In June 2012, the Compensation Committee implemented a 
new long-term incentive award agreement with the CEO, which 
will provide him with performance-based annual grants of 
options and RSUs annually for the next three years; 
performance goals not disclosed, which led proxy advisors to 
raise concern over the rigor of the goals 

RESPONSE TO FAILED SAY ON PAY 

‒ Restructured CEO’s Employment Agreement: no base salary 
increases, reduced annual incentive opportunity from 175% of 
salary to 150% of salary, significantly reduced perquisites, 
eliminated excise tax gross-up as of Sept. 2013 

‒ Governance: Implemented ownership guidelines, added double-
trigger provision for change in control, and adopted clawback  

‒ Peer Group: overhauled peer group to remove seven companies 
not in engineering/construction services industries 

ISS PROPOSAL SUMMARY EXCERPTS 

“While a number of positive changes have been implemented, the 
committee's provision of a discretionary bonus and renewal of 
significant annual equity awards, during a period of extended poor 
TSR performance, serve to maintain the disconnect between pay 
and performance. ISS recommends that shareholders vote 
AGAINST the say-on-pay proposal. In addition, the persistence of a 
pay-for-performance disconnect over multiple years warrants a 
vote AGAINST members of the compensation committee…” 

VOTES OF THE WEEK: NABORS INDUSTRIES AND TUTOR PERINI 

This week we highlight two companies - Nabors Industries and Tutor Perini - which both failed Say on Pay for the 
third year in 2013. Additionally, two directors at Nabors and one director at Tutor Perini failed to receive 
majority support in the election. We chose these two because of similarities in reasons for low support including: 

‒ High CEO pay during a period of lagging TSR performance and significant year-over-year decreases in net income 

‒ Shareholder concerns not addressed fully despite outreach and program changes 

 
 

 

 

 

 

 

 

 

COMPANY INFORMATION & PERFORMANCE 

‒ Nabors Industries operates as a land drilling contractor 

‒ Net Income decreased from $247m in 2012 to $167m in 2013 

PAY PROGRAM 

‒ CEO’s annual bonus based on  2% of cash flow  in excess of 15% 
of average shareholder equity; bonus equal to $17.5m in 2012 

‒ CEO’s LTI consists of restricted stock and performance shares  

‒ CEO also receives quarterly contributions of $300k in deferred 
contributions until 2019 (total of $7.5m)  

CHANGES TO CEO’S EMPLOYMENT AGREEMENT 

‒ In January 2013, the CEO’s employment agreement was 
modified to include the following positive features: 

‒ Bonus: Introduced annual cash bonus cap of 2x base salary and 
replaced cash flow over equity hurdle with financial/operational 
performance targets 

‒ Long-term Incentives: Made all LTI subject to performance-
based metrics and introduced TSR metric for 40% of LTI awards 
relative to company-chosen peer group 

‒ Severance: Eliminated cash severance in the event of 
death/disability, implemented cap of 2.99x salary and bonus for 
severance on termination without cause 

‒ That said, proxy advisors and shareholders were likely 
concerned over CEO’s one-time $60m award in Jan. 2013 for 
terminating his prior agreement (fully-vested stock grant of 
$27m, $18m in cash, and grant of restricted stock of $15m) and 
the modified single-trigger provision in new agreement 

ISS PROPOSAL SUMMARY EXCERPTS 

“A vote AGAINST this proposal is warranted in light of the 
exorbitant $60 million payment in return for terminating the CEO's 
old agreement as well as the modified single trigger provision in his 
new agreement entered into in February 2013…Given the 
persistent problematic pay practices … WITHHOLD votes are also 
warranted for the compensation committee members…” 

Source: Semler Brossy data and analysis; Fund Votes LLC; ISS Voting Analytics; S&P Research Insight; Nabors Industries DEF14A and Tutor Perini DEF14A. 

1 Financials as of the three most recently disclosed fiscal year ends (i.e., FYE2012, FYE2011, and FYE2010)             2 As disclosed in the Summary Compensation Table.  

 

20131 20121 20111 

OUTCOME 36% 25% 43% 

3-YR TSR -13% 13% -5% 

CEO PAY2   $19.7m $20m $13.5m 

REVENUE $6.9b $6.1b $4.2b 

MARKET VALUE $4.2b $5.0b $6.7b 

NABORS INDUSTRIES 20131 20121 20111 

OUTCOME 38% 38% 49% 

3-YR TSR -7% -18% -18% 

CEO PAY2   $6.5m $10.6m $10.3m 

REVENUE $4.1b $3.7b $3.2b 

MARKET VALUE $652m $584m $1.0b 

TUTOR PERINI 
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