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VOTE OF THE WEEK:  APPLE 

Apple received a 61% favorable vote in 2013, after 
receiving votes above 80% in both 2012 and 2011. 

Among issues cited by proxy advisors: 

– Large, non-performance based biennial annual grants to all 
NEOs (excluding the CEO) of $60m each 

– Lack of stock holding requirements and ‘non-robust‘ 
ownership requirements as of FY2012 

– Low levels of stock ownership across NEO team, despite long 
tenures 

Though Apple has had strong performance historically, it 
has experienced a 31% drop in TSR since its 2012 fiscal-
year end. 

2013 2012 2011 

OUTCOME 61% 83% 98% 

1-YR TSR 
(as of FYE) 

76% 34% 53% 

3-YR TSR 
(as of FYE) 

53% 50% 23% 

CEO PAY 
($000s)1   

$4,175 $377,996 $59,092 

COMPANY PERFORMANCE 

– Positive total stockholder return on a 1-yr and 3-yr basis as of FYE; however, since September 2012, TSR is -31% 

– Revenue increased by ~45% and Net Income increased by ~61% 

PAY PROGRAM 

– CEO received 1m RSUs in August 2011 at time of his promotion, which the company intends as compensation over a 
10-year period; RSUs vest 50% after five years and 50% after ten years 

– Formulaic annual incentive plan tied to net sales (50%) and operating income (50%).  Committee can make 
downward adjustments based on subjective assessments of individual performance.  

– Long-term incentives (LTI) typically made through biennial grants of RSUs except for the CEO.  All other NEOs 
received 150,000 RSUs in FY12 with a GDFV of ~$60m (adjusted to $66m including dividend equivalents).  Awards 
vest 50% after two years and 50% after five years 

COMPENSATION ARRANGEMENTS AND PRACTICES 

– No perquisites, employment agreements, or change-in-control agreements; also has clawback and anti-hedging 
policy 

– Ownership guidelines set at 10x salary for the CEO; Company adopted ownership guidelines of 3x salary for other 
NEOs in February 2013 

– Proxy advisors question the value and non-performance based nature of equity awards made to NEOs besides the 
CEO 

– Proxy advisors also question the lack of stock holding requirements in light of low NEO ownership levels  (only one 
NEO besides the CEO has beneficial ownership greater than 5,000 shares) 

ISS PROPOSAL SUMMARY EXCERPTS 

– “NEO equity grants made in 2012 do not appear to provide appropriate incentives for the executive team. These 
large awards are unlinked to company performance and, unlike the large CEO award made in FY2011, carry relatively 
short vesting periods. Combined with the lack of stock holding requirements, non robust ownership guidelines, and 
only nominal levels of stock ownership among most company executives, the company's equity granting practices do 
not provide a clear link between very high pay and long-term alignment with shareholders' interests. Accordingly, a 
vote AGAINST the proposal is warranted.” 

1 As disclosed in the Summary Compensation Table. 

Source: Semler Brossy analysis, ISS Voting Analytics. 
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