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Universe overview
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S&P 500 universe
Overview

WTW’s Global Executive Compensation
Analysis Team (GECAT) examined the
disclosed companywide equity
compensation practices and trends from
the S&P 500 for FY 2017 — 2021.1

The study is based on an analysis of
499 companies.?3

FY 2021 financials ranges

(all figures in $ millions):*

— Annual revenues: $648 to $572,754

— Total assets: $1,494 to $3,743,567

— Market capitalization: $6,511 to $2,324,390

The S&P 500 is composed of 11 industry sectors,

based on each company’s Global Industry
Classification Standard code.

($ billions)

$68.0

Annual revenues Total assets Market capitalization

m25th percentile m50th percentile m75th percentile

6%
6%

6%

= Communication services (23)
= Consumer discretionary (60)
= Consumer staples (32)

= Energy (21)

Financials (66)
‘ Healthcare (64)
= I[ndustrials (72)
13% Information technology (76)
Materials (28)

13% Real estate (29)
Utilities (28)

15%

12021 data were disclosed in 2022; therefore, 2021 data are the most currently available data for a full reporting year
2 Excludes one company due to limited disclosure
% Figures in the analysis represent rounded figures; percentage calculations based on exact figures
4FY 2021 = FY ended between 3/31/2021 and 2/28/2022
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GECAT’s share utilization focuses
on common measurements
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S&P 500 - FY 2021 medians at a glance
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Key findings

Use and mix of full-value awards remained steady

* Restricted stock usage highest in the energy sector (80% of LTI mix)

* Performance-based stock usage highest in the utilities sector (54% of LTI mix)
* Stock option usage highest in the industrials sector (21% of LTI mix)

S&P 500 median run rates have declined 25% since 2017
* Materials sector experienced the most significant run rate decline of 36% since 2017

S&P 500 median overhang continued decline from 7.4% in 2017 to 6.0% in 2021
* Highest overhang: healthcare sector, 8.3%
* Lowest overhang: utilities sector, 2.6%

Median LTI fair values
° Highest increase: communication services sector, 122% increase over 2017
* Healthcare and real estate sectors: 21% and a 76% increase over 2017, respectively

Companies requesting shares increased to 16% in the current proxies (up from 14% in 2017)
* Average number of shares requested also increased to 3.9% (from 3.5%) of common shares outstanding (CSO)
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S&P 500 - Total company equity grant prevalence and average LTI mix
2017 to 2021

* The use of options continued to decline, while the use of full-value awards increased slightly.
* Performance award usage decreased 0.9%, down from 62% in 2020 to 61% in 2021.

96% 96% 95% 96% 96%

2017 2018 2019 2020 2021

EmStock options  mRestricted stock  mPerformance awards

« The average LTI mix remained steady over 2020 figures with a 21% decrease in stock option grants
since 2017, while restricted stock and performance awards have increased 4% and 6%, respectively.

2017 2018

= Stock options = Restricted stock = Performance awards
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S&P 500 — Prevalence of equity grant compensation?
2017 to 2021

«  The combination of stock options, restricted stock and performance awards remained steady
over 2020 figures.
« The combination of restricted stock and performance awards decreased 3% from 26% in 2020

to 25% in 2021.
_ .
34%
32%
33%

Stock options, restricted stock
and performance awards

36%
Stock options
and restricted stock
Restricted stock
and performance awards
1%
] 0,
Stock options %O/A‘:
and performance awards 1%
1%
0% 5% 10% 15% 20% 25% 30% 35% 40%

m2021 2020 m 2019 = 2018 2017

' Chart excludes companies that grant only one equity vehicle type. For 2021, 1% granted only options, 18% granted only restricted stock and 1% granted only performance awards.
In addition, 0.8% of the S&P 500 companies did not disclose making any equity grants.
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S&P 500 - Overhang
2017 to 2021

The ongoing trend of delivering larger LTI value while granting relatively fewer full-value awards has
resulted in reduced median overhang levels from 7.4% in 2017 to 6.0% in 2021.

10.0%
9.0%
8.0%
7.0%
6.0%
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5.0%

4.0% 4.6% @ 4.5%
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1.0%

0.0%
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m2017 m2018 = 2019 = 2020 2021
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S&P 500 — Run rates
2017 to 2021

The 2021 median run rates had a 17% decrease over 2020 to 0.51%
of average CSO, continuing the downward trend that has resulted
in the median run rate decreasing 25% since 2017.

1.20%
1.00%

0.80%

0.69%

0.60%

0.51%
0.40%

0.31%
0.20%

0.00%
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S&P 500 — Median LTI fair value
2017 to 2021

The median LTI fair value was up 19% from 2017 to 2021,

it decreased 1.3% in 2020 but continued its upward trend in 2021.

LTI fair value as % of
market capitalization

at 2017 level
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S&P 500 - LTI fair value
2017 to 2021

At median levels, LTI fair value as a percentage of market capitalization increased 4.1%
compared with 2020, with LTI fair values also increasing by 9.2%. Average annual market
capitalization increased by 20% over 2020.

Average annual market LTI - Fair value comparison LTI - Fair value as % of market
capitalization ($ billions) ($ millions) capitalization comparison
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% $220.0
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$200.0
$180.0 0.50%
$160.0
$140.0 0.40%
$120.0
$100.0 U0
$80.0
0.20%
$60.0
$40.0 0.10%
$20.0
$- 0.00%
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Share utilization issues
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S&P 500 - Stock plan inventory

The percentage of S&P 500 companies requesting new shares for their stock plans continued to
decrease from 21% in 2019 to 16%. The average number of shares requested increased from 18.2
million in 2019 to 32.6 million, along with an increase in shares requested on average as a
percentage of CSO from 3.5% in 2019 to 3.9%.

16%

Companies requesting shares as part of a
new or amended equity plan decreased to
16% down from 20% in 2020 — lower than
the 21% in 2019 and the 17% in 2018 but
still higher than the 14% in 2017.

/i I 32.6 million
B

Shares requested on average

(3.9% CSO) increased from 19.2 million
(3.2% CSO) in 2020 — higher than

the 18.2 million (3.5% CSO) in 2019,
23.7 million (3.8% CSO) in 2018 and
22.7 million (3.5% CSO) in 2017.
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S&P 500 - Stock plan inventory

Over half of the companies requested shares in connection with the adoption of a new equity plan
(52%). Companies in the information technology sector accounted for 25% of those that adopted
new/amended equity plans. In 2020, percentages reverted to 2017 figures: 41% adopted new plans
and 59% amended existing plans.

@ Information technology 25%

m Requesting shares ekl
as part of a new or HEalihcare

amended equity plan
Consumer discretionary
Industrials
Real estate
‘ Consumer staples
Utilities
m Adopting new Energy
48%‘52% a7 o 2N Communication services
lAm(_ending existing Materials

equity plans
0% 5% 10% 15% 20% 25% 30%
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S&P 500 - Full-value fungible ratio

Fungible ratios provide for full-value awards to be counted against the equity plan at a higher rate
than stock options. Typically, the ratio ranges between 1.0 to 5.0. Despite 96% of companies granting
full-value equity, most companies do not use a full-value ratio or multiplier. When they do, it most
commonly ranges from 2.0 to less than 3.0.

‘; 69%

without a fungible ratio

m Full-value multiplier >1 and <2
= Full-value multiplier 22 and <3
= Full-value multiplier 23 and <4
» Full-value multiplier 24 and <5
Full-value multiplier 25

The percentages reverted
to 2017 figures, with no
significant changes from

2020, 2019 and 2018
(68%/32%)
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Appendix

Industry sector review and definitions
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S&P 500 — Total company equity grant prevalence by sector
2017 vs. 2021
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S&P 500 — Total company equity compensation mix by sector
2017 vs. 2021

Each type of equity vehicle was used in the highest
concentration by the following sectors in 2017 and 2021: S& P 500
* Restricted stock: Information technology (80% of LTI mix, 2017) 2017/2021

Energy (80% of LTI mix, 2021) 64%/66% Restricted stock

19%/21% Performance awards

* Performance awards: Utilities (55%/54% of LTI mix) _
17%/13% Stock options

* Stock options: Industrials (27%/21% of LTI mix)

7%
8%
6%
9%
7%
6%
6%
5%
4%

m Restricted stock m Performance awards m Stock options
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S&P 500 — Median overhang by sector
2017 to 2021

S&P 500
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S&P 500 — Median run rates by sector
2017 to 2021
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S&P 500 — Median overhang and run rate by sector
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S&P 500 — Median LTI fair value by sector
2017 vs. 2021
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Share utilization analysis
Definitions

Our analysis of share utilization focuses on common measurements, including run rate, LTI fair value
and overhang. We also provide a market overview of stock plan inventory and fungible ratios.

Run rate: The total number of shares granted under

(stock options granted + full-value awards granted)
equity compensation plans throughout a company’s
FY as a percentage of average CSO

(average total CSO + all shares listed in the numerator)

. . . . ((stock options granted x weighted-average fair value of options) +
LTI fair Value-_The aggregate fair value of equity (full-value shares awarded x weighted-average fair value of full-value awards))
awards granted in a year, expressed as a percentage
of average market capitalization

(average of beginning and ending market capitalization for the FY)

Overhang: The total number of shares reserved for
outstanding awards and future grants as a percentage

(new shares proposed + available shares under stock plans at FY end +
of total CSO at the end of a FY

outstanding awards)

(total CSO + all shares listed in the numerator)

Stock plan inventory: The number of shares available
and requested as part of a new or amended stock plan

Full-value fungible ratio: The number corresponding to
the ratio by which available shares are reduced for the
grant of full-value awards (usually between 1.0 to 5.0)
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Global Executive Compensation Analysis Team (GECAT)
Disclaimer

* The information represented by this report was collected by the Global
Executive Compensation Analysis Team (GECAT), which maintains
a strong commitment to quality and professionalism in the delivery of our
products and services. GECAT follows quality assurance procedures
designed to produce accurate and authoritative reports. GECAT enjoys
a long-standing reputation as the premier provider of information
on executive compensation for providing accurate and authoritative
information regarding executive compensation. Before making use of this
publication, however, you should understand the limitations to which our
work is subject. We have obtained all the data underlying or presented
in this publication from public sources; none of it comes from the survey
data submitted to us by clients. While we deal with sources with
a reputation for supplying quality data, we do not make any independent
verification of the accuracy, timeliness or completeness of the data
supplied to us.

* In addition, this report addresses executive compensation issues
in a general manner or, in some cases, with limited customization to reflect
selected client issues. It does not reflect the full range of needs and
circumstances of any particular purchaser. GECAT offers all information
with the understanding that GECAT is not engaged in rendering consulting,
legal, accounting or other professional services. If you need legal,
accounting or consulting assistance you should seek the relevant
professional services; therefore, it cannot serve as a substitute for
professional advice from consultants, lawyers, accountants and other
professional advisors who would have the opportunity to become familiar
with all your specific goals and concerns.

* Because of these limitations, GECAT cannot accept any responsibility,
and will not be liable, for any errors in this publication, your use of it or any
decisions you may make in reliance on it.
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