
2013 RUSSELL 3000 SAY ON PAY RESULTS  

SEMLER BROSSY / 7.17.13  

VOTE OF THE WEEK: YAHOO!  20131 20121 20111 

OUTCOME 94% 50% 69% 

1-YR TSR 23% -3% -1% 

3-YR TSR 6% 10% -11% 

CEO PAY2   $36.6M -- -- 

REVENUE $5.0B $5.0B $6.3B 

MARKET  
VALUE 

$23.6B $20.0B $21.7B 

COMPANY INFORMATION, PERFORMANCE, AND CONTEXT  

‒ Yahoo! is a technology company that provides search, content, and communication tools online 

‒ As of fiscal year end 2012, one-, three-, and five-year total shareholder return was 23%, 6%, and -3%, respectively 

‒ Revenue stayed roughly flat year over year, while Net Income increased by ~275% (from $1.0B to $3.9B) 

‒ Significant turnover in Yahoo!’s Board and top management since last year’s annual meeting, 
including the appointment of a new CEO (Ms. Mayer) effective July 2012  

PAY PROGRAM 

2012 (OLD PROGRAM)  

‒ Annual incentives:  based 100% on two financial metrics (previously was based 70% on financial metrics and 30% on 
individual performance); metrics are revenue ex-Traffic Acquisition Costs (TAC) growth rate and ex-TAC operating 
margin; funding can range from a minimum of 50% to a maximum of 200% of executives’ base salaries 

‒ Long-term incentives:  consisted of an equal mix of stock options and time-based RSUs 

2013 (NEW PROGRAM) 

‒ Annual incentives:  eliminated the 50% minimum funding level, added operational goals, and subjected bonuses to 
an additional maximum amount determined based on Adjusted EBITDA  

‒ Long-term incentives:  annual equity composed of a roughly equal mix of time-based and performance-based RSUs; 
performance metrics will be set on an annual basis, and, for 2013, consisted of revenue-ex TAC (weighted 60%), 
operating income (20%), and free cash flow (20%) 

NEW-HIRE AWARDS 

‒ Ms. Mayer’s received a new-hire package of $56M, consisting of: (i) an annual grant of $12M ($6M in RSUs, and $6M 
in performance-based options); (ii) a one-time make-whole RSUs of $14M; and (iii) a retention grant of $30M ($15M 
in RSUs, and $15M in performance-based options)  

‒ The Company’s new CFO and COO (joined in October 2012 and November 2012, respectively), received new-hire 
packages that were similar in structure to the equity awards for Ms. Mayer; awards have a total value of $13.3M and 
$56M for the CFO and COO, respectively 

‒ Performance-based options for new-hire awards based upon revenue-ex TAC (weighted 50%), operating income 
(30%), and free cash flow (20%) 

ISS PROPOSAL SUMMARY EXCERPTS 

“A cautionary vote FOR this proposal is warranted. While the pay package for the new CEO raises some concerns, 
shareholders recognize that substantial compensation opportunities are required to persuade top talent to take on 
turnaround challenges. The Company has made noticeable progress since CEO Marissa Mayer’s hire in July 2012; given 
the magnitude of her pay package and certain design issues, shareholders are advised to continue close monitoring of 
pay and performance alignment at the Company.” 

Source: Semler Brossy data and analysis; Fund Votes LLC; ISS Voting Analytics; S&P Research Insight; Yahoo! 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. Ms. Mayer was appointed CEO and President effective July 17, 2012; FY2010 and FY2011 CEO compensation 

excluded, given change in incumbents. FY2012 CEO compensation excludes the performance-based options awarded in new-hire package (grant sizes were determined 

in FY2012, but are not included in the Summary Compensation Table since their specific performance goals had not yet been determined). 

Yahoo! received 94% support on Say on Pay in 2013 after receiving 50% 
and 69% in 2012 and 2011, respectively. The Company attributed its 
votes in prior years primarily to dissatisfaction with performance, as well 
as concerns over the severance payouts and other pay actions taken in 
2011 and 2012. Yahoo’s! 44% year over year increase in vote support is 
likely given: 

– Improved Company performance 

– Elimination of the 50% minimum funding level for annual incentives 

– 2012 equity awards that mitigate “pay for failure” concerns by 
shareholders and proxy advisors 
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