
2013 RUSSELL 3000 SAY ON PAY RESULTS  

SEMLER BROSSY / 5.22.13  

20131 20121 20111 

OUTCOME 78% 96% 87% 

1-YR TSR 10% -12% 21% 

3-YR TSR 5% 21% -12% 

CEO PAY2   $30.7m $23.7m $22m 

REVENUE $84.8b $49b $38.5b 

MARKET  
VALUE 

$24.7b $23.8b $27.3b 

VOTE OF THE WEEK: PRUDENTIAL FINANCIAL 

Prudential Financial passed Say on Pay in 2013 at 78%. This 
represents an 18% decrease in support YOY (96% in 2012).  

Among issues cited by proxy advisors contributing to the 
historically lower support: 

– Pay for performance disconnect  

– Discretionary aspect of the annual bonus plan 

– Relatively high bonus targets and opportunities 

Among positive factors cited by proxy advisors contributing to the 
passing performance: 

– Change in Pension Value and Non-qualified Deferred 
Compensation, which does not reflect a given year’s pay decision, 
accounted for more than half of CEO pay in 2012. Excluding this, 
CEO pay increased only 3% YOY. 

– 30% mandatory deferral of STI and 20% of LTI allocated to Book 
Value Performance Program (BVP) strengthens alignment with 
shareholder interests as book value per share includes realized 
gains and losses  from investments 

COMPANY INFORMATION & PERFORMANCE 

– Prudential is a global insurance and financial services provider 

– Positive total shareholder return over a one- and three-year basis (10% and 5%); negative five-year TSR of -8% 

– Revenue increased by roughly 73% year over year on the strength of acquisitions; Net Income of $469m for the year 
(decreased 87% year over year) 

PAY PROGRAM 

– Compensation program consists of a base salary, cash bonus with 30% mandatory deferral to the BVP and Long Term 
Incentives composed of Performance Units (weighted 40%), Options (40%) and Book Value Units (20%). 

– Annual incentive pool is funded based upon EPS using adjusted operating income; the Committee has discretion to 
adjust the pool based on S&P 500 performance, actual and relative TSR, special events and strategic performance 
and then allocates the pool based on its assessment of personal performance. In 2013 relative performance 
measured by ROE, EPS growth and book value per share will be used to modify AI pool funding. CEO’s target bonus is 
400% of salary with maximum opportunity of 800%. 

– Performance shares have a three year performance period based on average ROE; the Committee adjusts for the 
same factors as with the AP. 

– Book Value Performance Units track book value per share and are paid out in cash ratably over three years 

COMPENSATION ARRANGEMENTS AND PRACTICES 

‒ Benchmark target pay at or above peer group median because of size disparity between Prudential and the median 

‒ No clawback policy beyond Sarbanes-Oxley 

ISS PROPOSAL SUMMARY EXCERPTS 

– “ISS recommends cautionary support for the proposal… given that a substantial proportion of high pay stems from 
year-over-year changes in pension value and certain features – such as mandatory deferral of 30% of bonuses into 
book-value-per-share units – strengthen the alignment of pay and long-term performance. Shareholders will wish to 
closely monitor the program, however, as award targets remain high, and the Compensation Committee may 
exercise substantial discretion in determining payouts.” 

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