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About
Diligent Institute
Diligent Institute seeks to help corporate leaders be more effective by providing
cutting-edge insights on corporate governance, by amplifying the voices of diverse
corporate leaders, and by sharing broadly all that we are learning about modern
governance practices.
Founded in 2018, Diligent Institute serves as the global corporate governance
research arm and think tank of Diligent Corporation, the largest SaaS software
company in the Governance, Risk and Compliance (GRC) space. We produce
original research both on our own and in collaboration with partners, including
institutions of higher education and thought leaders in the corporate governance
space. We produce over a dozen reports each year, ranging from our monthly
Director Confidence Index, which measures how corporate directors are feeling
about the economy, to in-depth reviews of issues such as ESG (environment,
social, governance) practices, to our AI-powered Corporate Sentiment Tracker
that analyzes data from thousands of public sources to discern what’s on the minds
of corporate leaders. Diligent Institute is funded solely by Diligent Corporation.
Learn more at diligentinstitute.com.
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About
Diligent
Diligent is creating and leading the modern governance movement.
Serving nearly 1 million users from over 25,000 customers around the
world, our innovative technology gives leaders a connected view of
governance, risk, compliance and ESG across their organization. We
spark the insights they need to make better decisions and lead with
purpose. Our employees are passionate, smart and creative people who
not only want to help build the next great software company, but who
want to make the world a more sustainable, equitable and better place.
Learn more at diligent.com.
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Reflecting on a Landmark Year
in Investor Activism
The issue of shareholder activism has gained greater
attention over recent years, with the investment
landscape witnessing landmark cases of activism on
big issuers that caught public attention. The need for
companies to be better prepared for potential activism
has increased, and issuers are taking proactive steps
to reform their corporate governance policies and
practices.
The pandemic brought about a sharpened focus on
issuers, and leading investors started looking closely
at the practices of governing boards to ensure that
they are geared toward sustainable value creation.

We also saw action taking place by investor activists
on diversity, equity and inclusion (DEI). Earlier this year,
the Investment Association, an influential group that
represents 250 members with over GBP 8.5 trillion
under management in the United Kingdom, reported
that it will issue an amber warning to FTSE 350
companies that fail to disclose ethnic diversity. This is
one of several examples of large, influential investor
groups engaging in ESG activism.
As global economies began to rebound from
the COVID-19 pandemic, activist investors have
become more emboldened on ESG issues. The
2021 proxy season saw some landmark ESG-related
developments, such as the successful campaign by
Engine No. 1 against ExxonMobil, in which a small
activist hedge fund successfully argued for several
changes to the “Big Oil” company’s board composition.
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Executive Summary

This report follows up a similar study published by
Diligent (formerly CGLytics, A Diligent Brand) in
July 2020 and examines the activities of activist
investors and the characteristics of the companies they
targeted in the first eight months of 2020.
In this report, Diligent Institute sought to learn more
about the steps companies are taking to become
better prepared for shareholder activism. The paper
evaluates the number of companies that faced
activism in 2020 and 2021, while drawing comparisons
between the two years. Our data suggests that activist
investor momentum will continue throughout the rest of
2021 and into 2022.
The paper also touches on some of the governance
characteristics and fundamentals of targeted
companies. Additionally, we undertook a case study of
three oil companies that received extensive press, as
they were the targets of successful activism campaigns
in 2021. The goal of the case study provides instructive
insights on how shareholder activism is evolving and
how issuers can best prepare.

Methodology
To better understand current practices, we worked
with the Diligent CGI research team to analyze the
governance data of companies targeted by investor
activists from January 1, 2020, through September 6,
2021. The data of 726 companies that engaged with
investors was included in our sample.
For the purposes of this report, we looked at targeted
companies’ “governance fundamentals,” which
includes board diversity, director skill sets, executive
compensation and company performance.
The research focused solely on investor activism
campaigns that were either successful, unsuccessful,
settled and/or withdrawn. Any campaigns that were still
ongoing as of September 6, 2021, were excluded from
the study.

Key Findings
•

While the overall number of investor activist
campaigns declined in 2021 as compared to 2020,
the number of ESG-related campaigns, and the impact
and success of investor activist campaigns, rose year
over year. From January to August 2021, 13% of activist
campaigns were successful, compared to 11% at the
same period in 2020.

•

Companies targeted by activist investors consistently
lag their peers in terms of the number of board
members with skills in technology, compliance, and
sustainability. Specifically, on the latter, directors with
that background accounted for only 1% of the sample.

•

In our case study of three companies, we found that
governance fundamentals tended to improve postactivism. On average, gender balance, tenure, and
skills set diversity improved for these three companies
resulting from the activism.
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Summary of Findings
Activist Campaigns Focus on ESG
Policies and Performance
ESG factors have gained traction and visibility over
the years, not only among investors and shareholders
but also among other stakeholders, governments
and regulators. This has led to increased pressure for
companies to incorporate ESG policies into various
parts of their businesses.
In September 2021, the Diligent Institute published
Aligning Pay, People and Planet, which evaluated the
current state of inclusion of ESG key performance
indicators (KPIs) in executive remuneration policies
across companies in the European Union. We saw
that ESG-related metrics in compensation plans are
increasing across Europe according to our sample,
with France setting the pace for other countries on the
continent.
Due in part to substantial capital accumulated in ESGfocused funds, issuers should prepare for courting from
activist investors to push ESG agendas during proxy
fights. Market data1 suggests that the combined assets
under management of investment firms that have
signed the United Nations Principles for Responsible
Investment is increasing, and currently totals about
US$103 trillion.

In Diligent Institute & Corporate Board Member’s
January 2021 Director Confidence Index (DCI):
•

25% of those surveyed either had already tied
ESG metrics to executive compensation or
were planning on doing so.

•

40% had already, or were planning to,
incorporate DEI metrics into executive
compensation.

1. This section utilizes data from the UNPRI Annual Report 2020, https://www.unpri.org/annual-report-2020/how-we-work/building-our-effectiveness/enhance-our-global-footprint.
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Summary of Findings
ESG-Focused Investor Activism
Is Gaining Ground
In the 2020 edition of this report, we indicated that
governance issues, such as shareholder rights, board
tenure, independence, diversity and expertise, were
attracting activist investor attention. At the time of
publication in July, of the 797 activist campaigns in
the first half of 2020, only 9% were successful or
settled — and only one campaign out of every 11 were
successful. Another 38% were either unsuccessful and/
or withdrawn, and the remaining 54% were ongoing or
had no outcomes.
Our current findings show that in total, 1,170 campaigns
were carried out across the full year of 2020, of which
20% were successful or settled — a rate that more
than doubled from the first half of the year to one out
of every five campaigns. The increased success rate
continued through early September 2021, with 715
campaigns, of which 18% were successful or settled.
The Odds of a Successful Shareholder Activist
Campaign Increased in 2021
To measure the success rate only, we set out to
understand how many campaigns were successful
between January and August in both 2020 and 2021.
While 2020 saw more activist campaigns than 2021,
13% of the campaigns in 2021 (1 in 8) were successful,
relative to 11% of 2020 (1 in 9).
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Summary of Findings
Investor Support for Say-on-Pay
Resolutions at an All-Time Low
Since the SEC adopted “say-on-pay” (SOP) in January
2011 and included similar requirements in Section 951
of the Dodd-Frank Wall Street Reform and Consumer
Protection Act, various jurisdictions have implemented
some form of SOP rules. In years past, companies
could routinely count on receiving shareholder support
of 90% or greater on most compensation policies.
But SOP has become a popular vehicle for investors
to use in expressing concern about compensation
practices, and companies receiving low support for
their compensation policies are inviting future investor
activism.
Utilizing data from Diligent CGI and reviewing 2021
proxy season trends in the S&P 500, we learned the
total number of proposals receiving strong investor
support (over 90% shareholders in favor) is at an
all-time low: approximately 18% fewer SOP-related
resolutions received strong investor support in 2021
versus 2020.
Average support level for SOP in the S&P 500
dropped from 2020 to 2021
Norwegian Cruise Line saw the biggest defeat on SOP
in 2021, with 82.56% of votes being cast against their
executive compensation report. Shareholders rejected
the advisory executive compensation proposal of
US$36.4M as granted CEO pay for 2020, up from
US$17.8M in 2019, suggesting a growth of 104% at a
time when the cruise and transportation industry was
suffering due to the COVID-19 pandemic.
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A Lack of Modern Governance Practices
Is a “Red Flag” for Investor Activism
Modern governance practices include having a diverse
board with the necessary skill sets, perspectives and
independence to adequately represent the interests
of the company’s stakeholders. Companies face
increased scrutiny from investors when their boards
lack important skill sets, have a low level of director
independence, a combined Chair-CEO role or high
levels of director entrenchment. We examined each of
these red flag issues in our study.

!

RED FLAG #1
Combined Chair-CEO Role

Utilizing Diligent CGI, we reviewed the governance
data of 735 companies globally that engaged with
activist investors on governance, ESG strategy or M&A
issues in 2020 and 2021. Our findings suggest that
230 companies combined chair and CEO positions
in both years. Separation between the two roles has
been a red flag issue for investors and proxy advisors,
as the combination of the two roles is perceived to
hamper effective supervision. In March 2021, Glass
Lewis released an updated report finding2 that
“boards with independent chairs serve shareholders
more effectively than boards led by a CEO or other
executive.”

!

RED FLAG #2
A “Skills Gap” in the Boardroom

A recurring issue being discussed among investors is
whether board members have the requisite skills to
effectively carry out their oversight function. Activist
investors3 have often questioned the experience of
board members of the companies they have targeted,
particularly if they feel directors are not the right fit
for the company’s industry, stage of growth or future
strategy. Investors seek to know about directors’
previous board experience, either as executive or
nonexecutive members, and whether they have served
in C-suite roles and gained finance, technology, and
sector-specific expertise.

For the companies in our sample for the year 2020,
29% had combined chair and CEO positions. In 2021,
of the companies that engaged with activist investors,
the data suggests that 36% had combined chair and
CEO positions.
This year, “Big Oil” companies Chevron and
ExxonMobil faced significant activist activity; both
companies had a combined chair-CEO role. For
ExxonMobil, shareholders presented a resolution
requisitioning the board to require the chair be an
independent member of the board. The resolution
was resolved with the shareholders that this would be
phased in for the next CEO transition.

2. Sullivan and Cromwell LLP recap on governance update, last updated August 18, 2021, https://www.sullcrom.com/corporate-governance-quarterly-update-August-2021.
3. Matthew Scott, “Activist Campaigns Question Board Governance And Competence,” Corporate Board Member, https://boardmember.com/activist-campaigns-question-board-governance-and-competence/.
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The average industry expertise that directors of targeted
companies have is 30% and 31% for 2020 and 2021,
respectively.

Arguably, compliance4 and technology expertise rank
highly among the skills most needed to navigate
today’s business climate. Sustainability has also
become one of the most desired skills, with the
explosion of ESG focus. Yet our data suggests that they
are some of the least represented skills on the boards
of companies targeted by activists.
•

In 2021, of the 3,098 directors in our data set,
approximately 19% had technology expertise, and
11% had a compliance background.

•

In 2020, of the 4,623 directors in our data set,
approximately 14% had technology expertise.

•

In both years, directors with a sustainability
background were the least represented. Directors
with sustainability acumen represented 1.42% of
directors who engaged with activist investors in
2021. For 2020, we found that they represented
approximately 1.21%.

•

The data suggests that for targeted companies,
directors lacked exposure to the industries and
their sectors. In 2021, companies in the utilities
and energy sectors had the least percentage of
directors with industry expertise, with 11% and 14%
respectively.
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We also found that close to one-third of companies
in the data set (89 companies out of the 283 that
experienced an activist campaign) had no directors
with technology expertise in 2021, with most of these
companies being in the financials sector.

	
RED FLAG #3
Lack of Technology Expertise in
!
the Boardroom Invites Cyber Risk
Regulations mandating technology expertise on
the board have yet to materialize, but boards have
grown increasingly nervous about their dependence
on information technology combined with directors’
general lack of experience in professional technology
roles. Corporations are currently dealing with
competitive pressures compounded by increased
cybersecurity risks, which has heightened board
sensitivity to IT risk. Unfortunately, many boards remain
in the dark when it comes to overseeing cyber risk and
digital transformation strategy.
In 2020 and 2021, our data suggests that companies
in the energy, materials, consumer staples and utilities
sectors had the fewest directors with technology
expertise. Of companies that engaged with activist
investors in 2021 in the energy sector, 20 out of 235
directors had technology expertise, compared to 19
out of 192 directors in 2020.
Meanwhile, the level of cyber risk has exploded,
growing more than four-fold5 during the pandemic.
The recent attacks on issuers, such as the ransomware
attack against Colonial Pipeline and the cyberattack
against Microsoft Exchange, have highlighted
the importance of effective cybersecurity risk
management.6

4. We defined compliance as the combination of audit and risk specialist experience.
5. Dan Lohrmann, “2020: The Year the COVID-19 Crisis Brought a Cyber Pandemic,” Government Technology, December 11, 2020, https://www.govtech.com/blogs/lohrmann-on-cybersecurity/2020-the-year-the-covid-19-crisis-brought-a-cyber-pandemic.html.
6. F
 inancier Worldwide Magazine, “Boards need to grasp the cyber security nettle,” October 2021, https://www.financierworldwide.com/boards-need-to-grasp-the-cyber-securitynettle#.YV4BrrgzY2w.
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Case Study

How Investor Activism Impacts
Modern Governance:
A Case Study of “Big Oil” in 2021
This proxy season, we witnessed an unprecedented series of successful activist campaigns against several “Big
Oil” companies, and growing interest from institutional investors appearing at the ballot box. Shareholders are
increasingly viewing issuers’ attention to ESG criteria as a link to their business performance and resilience. The
success of this year’s activist campaigns against energy giants served as a harbinger of the mounting pressure on
companies to enhance their performance and ESG practices.
There are new guidelines and stakeholder pressure mandating investors to demonstrate their pledge to be
responsible owners — and institutional investors have responded by updating their voting policies to incorporate
ESG. Notably, earlier this year BlackRock released its proxy voting guideline with key guideline changes focused
on climate risk, human capital management, diversity and stakeholder interests. The investor also announced
plans to engage with more than 1,000 issuers on climate issues.
ESG-cognizant shareholders are looking into how boards and management teams oversee environmental and
social performance, how ESG oversight is allocated among board committees, and whether a board has sufficient
expertise in environmental issues and social issues.
To explore the impact of activism on modern governance, we conducted a case study of investor activism against
the three energy giants that received press significant attention in 2021: Exxon Mobil Corporation, Chevron
Corporation and Royal Dutch Shell.

In May 2021, Engine No. 1, a hedge fund that has been pushing for ExxonMobil to gradually move away from
fossil fuels, won election of at least two out of four of the slate of directors it put forward for the issuer’s board.
This shift is expected to push the oil giant to move its strategy forcefully into cleaner energy.

Background: Activist Investors Target “Big Oil” in 2021
Engine No. 1, which has only a 0.02% stake7 in ExxonMobil, won the support of some of the company’s biggest
shareholders, including the California State Teachers’ Retirement System (CalSTRS), the second-largest U.S.
pension fund; the New York State Common Retirement Fund; and BlackRock, ExxonMobil’s second-largest
shareholder with a 6.7% stake. Though ExxonMobil said it would add two new directors to complement their
board’s expertise on sector and climate, Engine No. 1 was not impressed with their choices. The activist investor

7. M
 att Phillips, “Exxon’s Board Defeat Signals the Rise of Social-Good Activists,” New York Times, https://www.nytimes.com/2021/06/09/business/exxon-mobil-engine-no1-activist.
html#:~:text=A%20Strategic%20Focus%20on%20Exxon&text=Engine%20No.%201%20held%20only,percent%20of%20the%20voting%20shares.
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made the case that the company would need directors8 who were not only ESG conscious, but who also brought
more experience in the energy sector and would be able to more effectively help the company reposition itself
for a future “green economy.” In December 2020,9 the energy giant unveiled a five-year greenhouse emission
plan:10 intensity of upstream emissions to drop by 15%–20%; methane intensity by 40%–50%; flaring intensity by
35%–45%. The plan was met with a negative reaction from the market, as it was less aggressive than the plan
from ExxonMobil’s peers — such as BP, which committed to reduce carbon emission by 40% in 2050.
Chevron saw shareholders vote 61% in favor of a proposal introduced by Follow This,11 a campaign group that
uses activist investment to put pressure on oil companies into decarbonizing in-line with the limits set by the 2015
Paris climate agreement.12 The proposal required Chevron to substantially reduce the greenhouse gas (GHG)
emissions of their energy products (Scope 3) in the medium- and long-term future. According to Follow This, they
sought to compel Chevron to follow the lead of BP, Equinor and Total, which had already adopted Scope 3 goals.
In Chevron’s response on January 18, 2021, the company stated the proposal dealt with matters relating to the
company’s ordinary business operations and would therefore be excluded from proxy materials in 2021. That
approach did not stop the proposal from making its way to the ballot box and being approved by shareholders.
Royal Dutch Shell plc (Shell) narrowly escaped rebellion from shareholders after an activist investor backed by
Legal and General Investment Management (LGIM) launched a campaign against the oil company’s carbon-cutting
plans, saying that the plans lacked the credibility and ambition required to combat global warming. At the meeting,
a shareholder resolution calling for Shell to take a more aggressive approach on the climate crisis — by setting
binding carbon emissions reduction targets — received 30% of votes, LGIM among them. Shell put forward a
resolution on its own “energy transition strategy” to reduce carbon emissions, which passed with 88% of votes
cast in favor. While the activist proposal was not ultimately successful, it represents an escalation of pressure on
Shell to consult shareholders and report on their climate-related plans within six months.

How “Big Oil” Governance Changed Following Activist Campaigns
Utilizing Diligent CGI, we examined and analyzed how the governance of these three companies has evolved
post-activism. We found the following modern governance practices were impacted:
•

The gender balance of the three boards improved.

•

The diversity of director skill sets increased.

•

Average director tenure and age both decreased.

•

Executive compensation fell, commensurate with a decrease in total shareholder return (TSR).

Impact of Activism on Board Refreshment
Though the agitation of shareholders was not directly linked to board diversity, director refreshment was one
of the outcomes of the activist campaigns. For all three companies, there was a better gender balance on their
boards post–shareholder activism. Notably, Shell’s board currently has gender parity, with an even 50-50 split
between male and female directors.

8. The Economist, “ExxonMobil loses a proxy fight with green investors,” May 29, 2021, https://www.economist.com/business/2021/05/23/what-a-proxy-fight-at-exxonmobil-saysabout-big-oil-and-climate-change.
9. Eric Rosenbaum, “Oil giant Exxon Mobil pushes new climate change plan as activist investors circle,” December 14, 2020, https://www.cnbc.com/2020/12/14/exxon-mobil-beginsto-mount-defense-of-itself-and-a-bigas-activists-circle.html.
10. ExxonMobil, “ExxonMobil announces emission reduction plans; expects to meet 2020 goals,” news release, December 14, 2020, https://corporate.exxonmobil.com/News/Newsroom/News-releases/2020/1214_ExxonMobil-announces-2025-emissions-reductions_expects-to-meet-2020-plan.
11. “Resolution at 2021 AGM of Chevron Corporation,” filed by Follow This, https://www.follow-this.org/wp-content/uploads/2021/01/US-2021-climate-resolution-Chevron.pdf.
12. Adam Vaughan, “Paris climate deal: key points at a glance,” The Guardian, December 12, 2015, https://www.theguardian.com/environment/2015/dec/12/paris-climate-deal-keypoints.
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Additionally, the average tenure of the directors on the three boards decreased from 5.25 years to 3.76 years, and
the new additions to the board were also slightly younger. The average age of the companies’ directors reduced
from 64.60 years to 62.96 years. Meanwhile, the average board size increased from 11.00 to 11.67.

Following the changes to the three boards, we also observed an increase in the diversity of skill sets represented
in the boardrooms. There was a slight increase in the number of directors with technology expertise (from four
to five across the three companies), while the number of directors with finance expertise remained consistent.
Meanwhile, the number of directors with nonexecutive, leadership and executive, and governance expertise was
reduced.
For Royal Dutch Shell and Chevron, there was not a significant difference in the sector expertise of their boards
post-activism. The upheaval at ExxonMobil led to three new directors with industry and sector-specific expertise.
Pre-activism, only the chairman and CEO, Darren Woods, had energy sector expertise, due to his previous
nonexecutive role at Imperial Oil.
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Realigning Executive Compensation to Fit the Times
Looking closely at the average compensation of the three CEOs, the data suggests that average realized
compensation has been on a steady rise from 2016 to 2018 though it dipped a little in 2017. From 2016 to 2018,
average realized compensation grew by 41%, while average granted pay and TSR dropped by 23% and 16%,
respectively. From 2019 to 2020, all indicators fell; however, TSR fell faster than average granted compensation
and average realized compensation.

Tying Executive Compensation Incentives to ESG
There has been increasing pressure on compensation committees — coming from regulators, institutional investors
and proxy advisors, among others — to include ESG-related KPIs in the pay plans for executives. In our case study,
we explored how ESG metrics were incorporated into pay plans for the three oil companies’ executives from 2019 to
2021. One of the current challenges of incorporating ESG-related metrics in executive compensation plans is that it
can be difficult to measure and monitor. Still, the number of ESG metrics employed by these companies in their CEO
compensation plans seems to be on an upward trend.
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Analyzing the 201913 Shell annual report, the company’s policy introduced executive incentives tied to KPIs on
sustainable development goals, weighted at 20% of the total short-term incentive (STI). The company included
metrics such as total recordable case frequency, operational tier 1 and 2 process safety events, and refining GHG
intensity (tons of CO2 equivalent per Solomon’s Utilized Equivalent Distillation Capacity).14 These underlining
metrics were all clearly defined, with their weightings clearly disclosed. Additionally, compensation was tied
to a measure known as “energy transition,” weighted at 10% of the long-term incentive (LTI). The goal focused
on Shell’s strategic ambition to focus on energy transition toward meeting their net carbon footprint (NCF)
commitment.15 For 2020,16 Shell’s ESG metrics remained largely unchanged. However, looking ahead, Shell
announced that 2021’s incentive pay will include additional ESG-related metrics, including progress on energy
transition and safety, which will be weighted at 15% each. The weighting of the energy transition condition under
the company’s LTI has also been increased to 20%, reflecting the increasing importance of delivering on the
strategic business transformations required to succeed in the transition to greener energy.
Analyzing the 202017 Compensation Discussion and Analysis (CDA) section of Exxon’s DEF 14A, the LTI plan
was linked to operating performance (safety and operations integrity), rather than ESG specifically. Explaining
the reasoning behind this, the company said that safety is a leading indicator of business performance and
underscores as a core value for the company. The executive compensation committee reported that the
operating performance metric includes process safety, controls and environmental performance, but they did not
provide any specific ESG-related metrics. In their 202118 DEF 14A, the company disclosed that no annual bonus
was granted, in-line with current business environment and resulting company earnings. Prior to the successful
activist campaign in 2021, ESG metrics in the long-term incentives were largely absent, despite the company
adding a KPI on progress toward meeting strategic objectives, one of which was reducing environmental impacts.
We anticipate that the incentive structure is likely to change for next year as a result of board refreshment and
shareholder pressure on the company’s approach to ESG.
For Chevron, the 202019 CDA disclosed that 15% of the annual bonus payout for executives was hinged on health,
safety and environment. The focus of this metric as the company defines it is improving “loss of containment
performance and spill volume, personal safety and greenhouse gas management.” However, the company’s LTI
plan has no element of ESG-related metrics. The 202120 Definitive Proxy Statement disclosed that most of the
metrics remained unchanged, with the exception of adding a new metric on “energy transition” as part of STI.
According to the issuer, this is in response to investor input and reinforces Chevron’s focus on advancing a lower
carbon future. The new category will account for 10% of STI and will measure Chevron’s progress toward reducing
GHG intensity, increasing renewable energy and carbon offsets, and investing in low-carbon technologies.

13. Sections of the remuneration policy, as taken from the Annual Report 2019, https://reports.shell.com/annual-report/2019/.
14. Definitions of terms as defined by Royal Dutch Shell:
• Total recordable case frequency (TRCF) is the number of employees and contract staff injuries requiring medical treatment or time off for every million hours worked. It is a
standard measure of occupational safety.
• A Tier 1 process safety event is an unplanned or uncontrolled release of any material, including non-toxic and non-flammable materials, from a process with the greatest actual
consequence resulting in harm to employees, contract staff, or a neighboring community, damage to equipment, or exceeding a threshold quantity, as defined by the API
Recommended Practice 754 and IOGP Standard 456. A Tier 2 process safety event is a release of lesser consequence.
• Refining GHG intensity is a measure of GHG emissions (direct and indirect GHG emissions associated with imported energy, excluding emissions from exported energy),
expressed in metric tons of CO2 equivalent, emitted into the atmosphere per unit of Utilized Equivalent Distillation Capacity (UEDC™). UEDC™ is a proprietary metric of
Solomon Associates. It is a complexity-weighted normalization parameter that reflects the operating cost intensity of a refinery based on the size and configuration of its
particular mix of process and non-process facilities.
15. Shell, “Our Climate Target: Frequently Asked Questions,” accessed October 7, 2021, https://www.shell.com/energy-and-innovation/the-energy-future/what-is-shells-net-carbonfootprint-ambition/faq.html.
16. Sections of the remuneration policy, as taken from the Annual Report 2020, https://reports.shell.com/annual-report/2020/.
17. S
 ections of the compensation policy, as taken from the definitive proxy statement, https://www.sec.gov/Archives/edgar/data/0000034088/000119312520102226/d869473ddef14a.htm.
18. Sections of the compensation policy, as taken from the definitive proxy statement, https://www.sec.gov/Archives/edgar/data/34088/000119312521082140/d94159ddefc14a.htm.
19. Sections of the compensation policy, as taken from the definitive proxy statement, https://www.sec.gov/Archives/edgar/data/0000093410/000119312520100407/d838093ddef14a.htm.
20.Sections of the compensation policy, as taken from the definitive proxy statement, https://www.sec.gov/Archives/edgar/data/0000093410/000119312521109793/d74377ddef14a.htm.
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ESG Metrics in Executive Compensation Focus on the Short-Term

Among the three companies, our data suggests that ESG metrics are more prevalent in the short-term incentives
(STI) annual bonus component of variable compensation, relative to long-term incentives (LTI). They are also more
prevalent in cash-remunerated plans compared to equity-remunerated plans.
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Appendix
Number of Companies Per Country

Sector Breakdown of Companies

2020

2020

United States.......................................................................... 368
United Kingdom...................................................................... 20
Ireland..........................................................................................2
Canada.......................................................................................28
Japan............................................................................................3
Australia...................................................................................... 16
Switzerland.................................................................................4
Cayman Islands......................................................................... 1
France..........................................................................................2
United Arab Emirates.............................................................. 1
Norway........................................................................................ 1
Spain............................................................................................ 1
Finland.........................................................................................2
Netherlands............................................................................... 1

Communication Services.......................................................39
Information Technology.........................................................50
Consumer Discretionary........................................................66
Health Care................................................................................64
Industrials....................................................................................70
Consumer Staples....................................................................26
Energy..........................................................................................27
Utilities.........................................................................................20
Financials....................................................................................68
Materials...................................................................................... 21

Germany...................................................................................... 1

2021
United States..........................................................................237
Australia...................................................................................... 3
Isle of Man..................................................................................1
Japan...........................................................................................2
United Kingdom...................................................................... 13
Canada...................................................................................... 15
Ireland.........................................................................................2
France......................................................................................... 3
Netherlands...............................................................................1
Norway........................................................................................1
Switzerland.................................................................................1
Italy...............................................................................................2
Finland.........................................................................................1
Bermuda......................................................................................1

2021
Communication Services....................................................... 21
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Guideline Definitions
Skills Matrix
Executive and nonexecutive expertise
This is assigned to individuals who have held executive
or nonexecutive positions in a listed or non-listed
corporation (foundations are excluded) for at least
two consecutive years. This group of individuals
includes senior global leadership, executive committee
members or equivalent positions, and members of
boards of directors.
Financial expertise
Such expertise can be earned through education and
extensive experience. Financial expertise is assigned
to individuals who have worked in a company as a
principal financial or accounting officer, controller,
certified public accountant, or auditor. It consists of
individuals who have experience in actively supervising
the aforementioned positions, and/or overseeing or
assessing the performance of companies or public
accountants with respect to the preparation, auditing
or evaluation of financial statements. Individuals will
also be given the financial expertise if they have held
public office that included financial-based roles (e.g.,
finance minister, accountant general, etc.). An individual
with a Ph.D. in finance receives the financial expertise.
The financial expertise is also given to people who are
considered to have extensive exposure to the audit
committee.
Governance expertise
Such expertise is assigned to individuals who have
worked as a company secretary, legal counsel and/
or in a position with compliance responsibilities (e.g.,
a compliance officer). Professionals who have been
members of a corporate governance committee will
also receive the governance expertise. The same
applies to individuals who are practicing governance at
academic institutions.
Industry and sector expertise
This is assigned to professionals based on their
curriculum vitae, after identifying the industries they
have worked in. When the industries of different
companies that they have worked in are common, then
a professional would be given the industry and sector
expertise. The Global Industry Classification Standard
(GICS) structure for industry and sector groups is used
as a basis for each company in which the individual has
worked.

Leadership expertise
Such expertise is assigned to a professional who has
occupied a senior managerial and leadership role
within a company or unit, with responsibilities in the
overall design, development of the company or unit, as
well as leading a workforce.
Technology expertise
This is assigned to individuals who have had
extensive experience in technology roles during
their career. It would include responsibilities for
information technology, software development, digital,
cybersecurity and another IT-related departments.
Individuals with a Ph.D. in technology, information
technology or computer science will be automatically
assigned with technology expertise.

Executive Compensation –
EU and Australia – Aggregates
Granted compensation
This is the sum of the total indirect compensation
and total direct compensation granted in the year of
statement for one year, three years or five years. You
can retrieve the three-year and five-year data from the
Pay for Performance (P4P) tool.
Computation: base salary + benefits + other
compensation + annual bonus + deferred cash grants
+ share grants + option grants + pension contribution +
severance payments.
Realized compensation
This includes all realized components of compensation
in the year of interest. It is the sum of total indirect
compensation granted and total direct compensation
realized for one year, three years or five years. You can
retrieve the three-year and five-year data from the P4P
tool.
Computation: base salary + benefits + other
compensation + annual bonus + cash vested + value
of performance or restricted shares vested + value of
performance or restricted options exercised.
Cash or share vested means vested during a specific
financial year. The value of vested shares is calculated
based on the share price at vesting date or, if not
available, the calendar year-end share price. The value
of exercised options is calculated by subtracting the
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exercise price from the share price at date of exercise
or, if not available, the share price at calendar year-end.
Realizable compensation
This includes all realizable components of
compensation in the year of interest. It is defined as
the sum of total indirect compensation granted and
total direct compensation realizable for one year. You
can retrieve the three-year and five-year data from the
P4P tool.
Computation: base salary + benefits + other
compensation + annual bonus + deferred cash vested
+ value of performance or restricted shares vested +
performance or restricted options vested.

Executive Compensation – US
Granted compensation
This is the sum of the total indirect compensation
and total direct compensation granted in the year of
statement for one year, three years or five years. You
can retrieve the three-year and five-year data from the
Pay for Performance (P4P) tool.
Computation: base salary + benefits + annual bonus +
Non-Executive Incentive Plan+ share grants + option
grants + pension contribution + severance payments.
Realized compensation
This includes all realized components of compensation
in the year of interest. It is the sum of total indirect
compensation granted and total direct compensation
realized for one year, three years or five years. You can
retrieve the three-year and five-year data from the P4P
tool.
Computation: base salary + benefits + bonus + Non-EIP
+ value of performance or restricted shares vested +
value of performance or restricted options exercised.
The value of vested shares is calculated based on the
share price at vesting date. The value of exercised
options is calculated as of the date of exercise and is
based on the difference between the exercise price
and the market price of the stock on the exercise date.
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Companies Used in Both Years
Electronic Arts Inc.

Saga Communications, Inc.

Kinder Morgan, Inc.

Company

Irongate Group

Chevron Corporation

Royal Caribbean Group

TESSCO Technologies
Incorporated

Cineworld Group plc

Cognizant Technology
Solutions Corporation

Vertex Pharmaceuticals
Incorporated

Monro, Inc.
Playtech plc
PetMed Express, Inc.
Sumitomo Corporation
General Motors Company
Gabelli Value Plus+ Trust Plc
Activision Blizzard, Inc.
McKesson Corporation
Aviva plc
Chico’s FAS, Inc.
salesforce.com, inc.
Caterpillar Inc.
Constellation Brands, Inc.
Saputo Inc.
Fortress Biotech, Inc.
CoStar Group, Inc.
FleetCor Technologies, Inc.
UDG Healthcare plc

McDonald’s Corporation
FirstEnergy Corp.
BlackRock, Inc.
Best Buy Co., Inc.
AstraZeneca PLC
Dollarama Inc.
Delta Air Lines, Inc.
AMC Networks Inc.
Impinj, Inc.
Harte Hanks, Inc.
Square, Inc.
Veeva Systems Inc.

Sunrun Inc.

Mondelez International, Inc.

Thomson Reuters Corporation

Telephone and Data Systems,
Inc.

The Wendy’s Company
Mustang Bio, Inc.
Hilton Grand Vacations Inc.
NiSource Inc.
Southern Copper Corporation
Lincoln National Corporation
The Interpublic Group of
Companies, Inc.
Bloomin’ Brands, Inc.

3M Company

Universal Logistics Holdings,
Inc.

Pepsico, Inc.

Weis Markets, Inc.

Lyft, Inc.

Air Transport Services Group,
Inc.

Monster Beverage Corporation
Bunge Limited
Invitae Corporation

Lowe’s Companies, Inc.
Stericycle, Inc.
DuPont de Nemours, Inc.

Amazon.com, Inc.

P.A.M. Transportation Services,
Inc.

Walmart Inc.

EMCOR Group, Inc.

XPO Logistics, Inc.

Vivendi SA

Nasdaq, Inc.

VeriSign, Inc.

Facebook, Inc.

eBay Inc.

Twitter, Inc.

The Kroger Co.

United Parcel Service, Inc.

Genesco Inc.

Cowen Inc.

The Southern Company

KVH Industries, Inc.

Firstgroup plc

Target Corporation

The Allstate Corporation

Royal Dutch Shell A N.V.

Expedia Group, Inc.

Honeywell International Inc.

CoreCivic, Inc.

UnitedHealth Group
Incorporated

Chemed Corporation

At Home Group Inc.

Dominion Energy, Inc.

Xerox Holdings Corporation

PayPal Holdings, Inc.

Booking Holdings Inc.

Marathon Petroleum
Corporation
Valero Energy Corporation
Bank of Marin Bancorp
The Goldman Sachs Group,
Inc.
Public Storage
The GEO Group, Inc.
HCA Healthcare, Inc.
General Electric Company
Ross Stores, Inc.
SWK Holdings Corporation
Zoetis Inc.
Old Republic International
Corporation
The Home Depot, Inc.
Republic Services, Inc.
Fortive Corporation
State Street Corporation
iA Financial Corporation Inc.
New York Community Bancorp,
Inc.
CBRE Group, Inc.
Chipotle Mexican Grill, Inc.
Loblaw Companies Limited
Merck & Co., Inc.
Zynga Inc.

Duke Energy Corporation

Quest Diagnostics
Incorporated

Resideo Technologies, Inc.

TMX Group Limited

Vector Group Ltd.

Biogen Inc.

DaVita Inc.

Southwest Airlines Co.

The Charles Schwab
Corporation

Yelp Inc.

Altria Group, Inc.

CVS Health Corporation

Alkermes plc

Netflix, Inc.

JPMorgan Chase & Co.

St. Modwen Properties PLC

PPL Corporation

Southwestern Energy

Northrop Grumman
Corporation

Alphabet Inc.
Equinor ASA
ConocoPhillips
Phillips 66
Occidental Petroleum
Corporation

Laboratory Corporation of
America Holdings
Toshiba Corporation
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Cerner Corporation

T. Rowe Price Group, Inc.

Woodside Petroleum Ltd

Tesco PLC

Axon Enterprise, Inc.

Arrow Global Group PLC

The Boeing Company

Strategic Equity Capital plc

The Western Union Company

CF Industries Holdings, Inc.

The Bank of Nova Scotia

Norfolk Southern Corporation

Marriott International, Inc.

QEP Resources, Inc.

AmerisourceBergen
Corporation

Medallion Financial Corp.

Canadian National Railway
Company

Kohl’s Corporation

Bank of America Corporation
Union Pacific Corporation
Intel Corporation
Cascades Inc.
Gilead Sciences, Inc.
U.S. Silica Holdings, Inc.
S&P Global Inc.
Johnson & Johnson
Verizon Communications Inc.
Pilgrim’s Pride Corporation
Uber Technologies, Inc.
JetBlue Airways Corporation
O’Reilly Automotive, Inc.
Archer-Daniels-Midland
Company

Chubb Limited
Extended Stay America, Inc.
Charter Communications, Inc.
Pfizer Inc.
eHealth, Inc.
Baxter International Inc.
Coca-Cola Consolidated, Inc.
BorgWarner Inc.
Alcoa Corporation
American Express Company
Global Payments Inc.
Cigna Corporation
Dollar General Corporation
Huntsman Corporation

Illinois Tool Works Inc.

Dover Corporation

Skyworks Solutions, Inc.

Abbott Laboratories

Sempra Energy

The Timken Company

Office Depot, Inc.

Spirit AeroSystems Holdings,
Inc.

Cadence Design Systems, Inc.
Lockheed Martin Corporation
Intercontinental Exchange, Inc.
BP p.l.c.
The PNC Financial Services
Group, Inc.
Omnicom Group Inc.
General Dynamics Corporation
Prudential Financial, Inc.
Ferro Corporation
Eli Lilly and Company
Newell Brands Inc.
Bristol-Myers Squibb Company
HollyFrontier Corporation
Stryker Corporation
Colgate-Palmolive Company

Citigroup Inc.
PPG Industries, Inc.
Adverum Biotechnologies, Inc.

Harmonic Inc.
AbbVie Inc.
International Business
Machines Corp
Nine Entertainment Co.
Holdings Limited
Bank of Montreal
FBL Financial Group, Inc.
Dow Inc.
Royal Bank of Canada
The AES Corporation
The Toronto-Dominion Bank
The Bank of New York Mellon
Corporation
Laurentian Bank of Canada
Exxon Mobil Corporation
Atlantia SpA
Cedar Realty Trust, Inc.
Kaman Corporation
Barclays PLC
Blucora, Inc.
Synopsys, Inc.
Abraxas Petroleum Corporation

Sampo Oyj
STAAR Surgical Company
Applied Materials, Inc.
MAXIMUS, Inc.
OncoCyte Corporation
Starbucks Corporation
Adtalem Global Education Inc.
Corteva, Inc.
TEGNA Inc.
The Walt Disney Company
AECOM
Mallinckrodt plc
Ovintiv Inc.
Sanderson Farms, Inc.
SEACOR Holdings Inc.
MiMedx Group, Inc.
HSBC Holdings plc
SUEZ SA
MGM Resorts International
Collectors Universe, Inc.
Perspecta Inc.
Boston Private Financial
Holdings, Inc.

Principal Financial Group, Inc.

Brookfield Property Partners
L.P.

HP Inc.

Verso Corporation

Wells Fargo & Company

Kimberly-Clark Corporation

Tribune Publishing Company

Berkshire Hathaway Inc.

Apple Inc.

Forward Air Corporation

Ryder System, Inc.

Danone S.A.

Nuance Communications, Inc.

Columbia Property Trust, Inc.

CoreLogic, Inc.

Raytheon Technologies
Corporation

Innoviva, Inc.

Great Canadian Gaming
Corporation

First Community Bankshares,
Inc.

Centene Corporation
Dignity plc
Credito Valtellinese S.p.A.

Bausch Health Companies Inc.
Kingstone Companies, Inc.
Treehouse Foods, Inc.

AutoNation, Inc.

International Flavors &
Fragrances Inc.

AMN Healthcare Services, Inc.

Berkshire Hills Bancorp, Inc.

Benefitfocus, Inc.
HC2 Holdings, Inc. (F.K.A.
Primus Telecommunications
Group, Inc.)
Cardtronics plc
Walgreens Boots Alliance, Inc.
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Dorel Industries Inc.

ACI Worldwide, Inc.

Ebix, Inc.

Visa Inc.

New Hope Corporation Limited

Howmet Aerospace Inc.

ZIOPHARM Oncology, Inc.

The Procter & Gamble
Company

Strategic Education, Inc.

Unibail-Rodamco-Westfield

AA plc

Front Yard Residential
Corporation

GTT Communications, Inc.
Athersys, Inc.
Enzo Biochem, Inc.
AGCO Corporation
The Greenbrier Companies,
Inc.
Canadian Pacific Railway
Limited
Regis Healthcare Limited
Village Roadshow Limited
Garrett Motion Inc.
Mack-Cali Realty Corporation
Australia and New Zealand
Banking Group Limited
OPKO Health, Inc.
W. R. Grace & Co.
Evergy, Inc.
California Resources
Corporation
Global Indemnity Limited
Tabcorp Holdings Limited
Target Hospitality Corp.
Crawford & Company
Riverstone Energy Limited
WD-40 Company
Northern Oil and Gas, Inc.
Tile Shop Holdings, Inc.
Contango Oil & Gas Company
J. Alexander’s Holdings, Inc.
St. James’s Place plc
Bluegreen Vacations Holding
Corporation (fka BBX Capital
Corporation)
Nature’s Sunshine Products,
Inc.
MobileIron, Inc.
Microsoft Corporation

Link Administration Holdings
Limited
Myer Holdings Limited
Metals X Limited
Cisco Systems, Inc.
Elanco Animal Health
Incorporated
Loral Space & Communications
Inc.

Clarus Corporation

Amigo Holdings PLC

Amphenol Corporation

Welltower Inc.

The Blackstone Group Inc.

BlackBerry Limited

Hemisphere Media Group, Inc.

Evolent Health, Inc.

BJ’s Restaurants, Inc.

OneSpan Inc.

Anterix Inc.

Conduent Incorporated

Teck Resources Limited

Cromwell Property Group

Guyana Goldfields Inc.

Valaris plc

Restaurant Brands International
Inc.

CorMedix Inc.
Marchex, Inc.
FedEx Corporation

Janus Henderson Group plc

Webcentral Group

Telenav, Inc.

Unifi, Inc.

Artis Real Estate Investment
Trust

Lindblad Expeditions Holdings,
Inc.

Automatic Data Processing, Inc.

Otello Corporation ASA

Stratus Properties Inc.

NetApp, Inc.

KLA Corporation

Capstar Financial Holdings, Inc.

Comcast Corporation

NIKE, Inc.

Gulf Marine Services PLC

GAIN Capital Holdings, Inc.

Cubic Corporation

Booz Allen Hamilton Holding
Corporation

GameStop Corp.
Whitehaven Coal Limited
Cochlear Limited
Ashford Hospitality Trust, Inc.
G4S plc
ADC Therapeutics SA
Marrone Bio Innovations, Inc.
Insurance Australia Group
Limited
ARYZTA AG
First United Corporation
Noble Energy, Inc.
Cardinal Health, Inc.
Cogeco Communications Inc.

PolarityTE, Inc.

Smith & Wesson Brands, Inc.

Invesco Ltd.

Oracle Corporation

Clear Channel Outdoor
Holdings, Inc.

Omega Flex, Inc.
VolitionRx Limited
Brookfield Asset Management
Inc.
CenterPoint Energy, Inc.
PDL BioPharma, Inc.
Banc of California, Inc.
Lear Corporation
e.l.f. Beauty, Inc.
Perficient, Inc.
TG Therapeutics, Inc.
Nielsen Holdings plc
Abeona Therapeutics Inc.

CarMax, Inc.

The TJX Companies, Inc.

Petropavlovsk PLC

Fortinet, Inc.

Tesla, Inc.

Assembly Biosciences, Inc.

MásMóvil Ibercom, S.A.

Outfront Media Inc.

Bristow Group Inc.

Nokia Corporation

Tetraphase Pharmaceuticals,
Inc.

Dollar Tree, Inc.

Virtusa Corporation
Bombardier Inc.
Allegiant Travel Company
Boingo Wireless, Inc.
Pearson plc
Triumph Group, Inc.
Weatherford International plc
Ultralife Corporation

Rocket Pharmaceuticals, Inc.
National HealthCare
Corporation
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