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VOTE OF THE WEEK: KFORCE 

Kforce passed Say on Pay in 2013 with 98% vote support, after 
receiving 39% in 2012.  This represents a 58% increase in vote 
support year-over-year.  

Increased support may be attributable to an overhaul of the 
compensation programs, including: 

– Reduction in CEO pay 

– Modifications to go-forward pay framework to address concerns 
over annual incentive plan, long-term incentive pool allocation, 
and above-median benchmarking 

– Significant shareholder and proxy advisory engagement 

20131 20121 20111 

OUTCOME 98% 39% 85% 

1-YR TSR 24% -24% 29% 

3-YR TSR 7% 17% 18% 

CEO PAY2   $6.1m $11.7m $8.2m 

REVENUE $1.1b $1b $887m 

MARKET  
VALUE 

$515m $469m $640m 

COMPANY INFORMATION & PERFORMANCE 

– Provides professional and technical staffing services and solutions in the United States 

– Positive total shareholder return over a one-, three-, and five-year basis (24%, 7%, and 10%, respectively); Revenue 
increased by roughly 8% year over year; Net Income of -$13.7m for the year ($27.2m in 2011) 

PAY PROGRAM 

– Annual incentive plan based on 80% financial targets (40% Revenue, 40% EPS) and 20% individual performance 

– Long-term incentive pool  funded and allocated  based on three-year relative TSR performance  

– In light of CEO’s ownership and pay history, in FY13 and future years, CEO will receive annual performance cash (with 
max value of $1m) based on three-year relative TSR performance, in lieu of annual equity 

– The go-forward framework represents significant change over historical practice.  The company:  (i) modified annual 
incentive plan to be tied to only one set of metrics, (ii) reduced max upside in annual incentive plan from 340% to 
200% of target, (iii) reduced NEO annual incentive targets, (iv) disclosed that benchmarking target will be median of 
peers, (v) modified LTI allocation approach to be based on a predefined dollar value, rather than a percent of 
common stock and (vi) extended LTI performance period to three years 

– Historically, annual incentive compensation was calculated by using the greater amount determined under two 
discrete, formulaic plans.  LTI pool previously formulated as a percent of common stock, based on prior one-year 
relative TSR performance; based on 2011 and 2012 performance, the Committee allocated 2.67% and 2% of 
common stock, respectively, for LTI grants in 2012 and 2013.  LTI grants for 2012 performance were made in 
restricted stock with five-year ratable vesting; ongoing practice not disclosed 

– Committee eliminated  CEO’s LTI grant for 2012 performance (made in 2013) and 2012 annual incentive payout to 
bring pay in line with peer median 

COMPENSATION ARRANGEMENTS AND PRACTICES 

‒ Following the 2012 vote, the company engaged with its 25 largest institutional investors, as well as ISS 

‒ Also instituted clawback policy and anti-hedging policy; increased share ownership guidelines to 5x salary for CEO, 3x 
for President and CFO, 2x for other NEOs 

ISS PROPOSAL SUMMARY EXCERPTS 

– “The significant changes to the executive compensation design reflect a high level of Compensation Committee 
responsiveness to majority shareholder opposition to last year's say-on-pay resolution. These changes address the 
most problematic features in the prior compensation design, and the committee has further demonstrated its 
resolve by taking actions that affected the structure of 2012 pay. While shareholders should continue to monitor the 
execution of the new pay design, a vote FOR this proposal is warranted.” 

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

1 Financials as of the three most recently disclosed fiscal year ends (i.e., FYE2012, FYE2011, and FYE2010).  
2 As disclosed in the SCT; company grants equity based on prior year performance; as a result, SCT is not indicative of how the company views pay. 
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