
2013 RUSSELL 3000 SAY ON PAY RESULTS  

SEMLER BROSSY / 4.03.13  

VOTE OF THE WEEK: TYCO 

Tyco received 69% on Say on Pay in 2013, following 95% in 
2012 and 71% in 2011.  Tyco received a decrease in support 
despite strong TSR performance and a positive investor 
reaction to its September 2012 corporate spin-off.  Investors 
and their proxy advisors likely maintained concerns about the 
value of the former CEO’s termination package. 

– Tyco spun-off two of its businesses in September 2012; following 
completion, the CEO and Chairman resigned from his role as CEO, 
though remained Non-Executive Chairman 

– His resignation triggered a “good reason” termination under the 
employment agreement; he received approximately $7.5m in 
cash severance, $35.1m in accelerated equity, and $3.5m in 
additional retirement benefits 

20131 20121 20111 

OUTCOME 69% 95% 71% 

1-YR TSR +41% +13% +9% 

3-YR TSR +20% +8% -4% 

CEO PAY  
($000s)2   

$30,553 $20,380 $19,869 

REVENUE $10.4B $17.4B $17.0B 

COMPANY PERFORMANCE 

– Positive total shareholder return over a one-, three-, and five-year basis 

– In September 2012, Tyco completed a spin-off into three distinct businesses (Tyco, Pentair, and ADT)  

PAY PROGRAM 
FOR 2012 

– Annual incentive plan for 2012 tied to operating income growth, organic revenue growth, and cash conversion 

– Long-term incentives (LTI) made through performance-based stock (weighted 50% for CEO; 40% for all other NEOs), 
options (50% for CEO; 40% for all other NEOs), and time-based RSUs (0% for CEO; 20% for all other NEOs).  In 2012, 
the performance shares were tied to an equal weighting of Return on Invested Capital and relative TSR and, given 
the spin-off, were measured over a nine month period 

– The CEO’s resignation at the time of the company separation triggered a “good reason” termination.  The CEO, who 
remains as Non-Executive Chairman, received $30.6m in reported pay in 2012, which includes a $7.5m severance 
benefit.  Tyco also accelerated vesting of the majority of the CEO’s outstanding equity (valued at $35.1m) and 
provided an additional $3.5m pension benefit under his SERP 

– Actual total compensation (as reported in the SCT) increased roughly 50% year over year for the outgoing CEO 

FOR 2013 

‒ Eliminated excise tax-gross ups for NEOs 

‒ Added a “double-trigger” requirement before severance benefits will be paid under a change-in-control 

‒ Reduced CEO severance multiple from 3x to 2x base salary + target bonus 

‒ Ended practice of providing a cash perquisite allowance to officers 

‒ Performance shares for 2013 have a three-year performance period and are tied to EPS, with a relative TSR modifier 

‒ Target total compensation for the new CEO (post spin-off) is roughly $7m 

ISS PROPOSAL SUMMARY EXCERPTS 

– “A vote AGAINST this proposal is warranted because the company paid a significant severance package, accelerated 
outstanding equity awards, and provided additional retirement benefits to the combined CEO and chairman who 
resigned from his position as CEO but will continue to serve as chairman.” 

Source: Semler Brossy analysis, ISS Voting Analytics. 

1 Financials as of the three most recently disclosed fiscal year ends (i.e., FYE2012, FYE2011, and FYE2010). FY2010 and FY2011 figures 

represent Tyco prior to the spin-off; FY2012 figures represent post spin-off. Total revenues are $10.4B, $10.6B, and $11.0B in 2012, 2011, 

and 2010, respectively, reflecting the distribution of ADT and Pentair as discontinued operations. 
2 As disclosed in the Summary Compensation Table.  
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