Director Notes

CEO Succession Planning
Current Developments, Shareholder Activism, and Disclosure Practices
by Melissa Aguilar

Given the importance of the CEO role within a corporation and the potential disruption that
can result from an unexpected loss or change in top leadership, succession planning is considered
one of a board’s most important oversight responsibilities. This report examines recent governance
developments in the area of CEO succession, including shareholder activism during the 2011 and
2012 proxy seasons, and current examples of corporate disclosure and policies.

Overview: 2007–present
Despite the importance of leadership succession planning
to a company’s continued success, companies, up until
recently, rarely disclosed information about their succession
planning processes to shareholders. Investors began asking
for such information by filing shareholder proposals seeking
annual disclosure about succession planning. In late 2007, the
Laborers’ International Union of North America (LIUNA)—
the most active shareholder advocate for greater disclosure
of corporate succession planning processes—filed resolutions
at Merrill Lynch, Toll Brothers, and other companies asking
them to enact and disclose effective succession plans. However,
most companies were able to exclude those proposals from
their proxy statements by seeking no-action relief from the
staff of the U.S. Securities and Exchange Commission (SEC)
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in in reliance on Rule 14a-8(i)(7) of the Securities Exchange Act
of 1934. Such proposals were historically excluded as “relating
to [the company’s] ordinary business operations (i.e., the
termination, hiring, or promotion of employees).”
That began to change following the flurry of abrupt CEO
departures in 2008 triggered by the financial crisis, which
put a number of companies’ succession plans to a very public
test and demonstrated that many boards had not been giving
succession planning the attention it deserved. In October 2009,
the SEC staff issued a legal bulletin reversing its prior position,
declaring that, “One of the board’s key functions is to
provide for succession planning so that the company is not
adversely affected due to a vacancy in leadership.”1
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U.S. Securities and Exchange Commission Staff Legal Bulletin No. 14E (CF),
October 27, 2009 (www.sec.gov/interps/legal/cfslb14e.htm).

The SEC stated that:
Recent events have underscored the importance of this board
function to the governance of the corporation. We now recognize
that CEO succession planning raises a significant policy issue
regarding the governance of the corporation that transcends
the day-to-day business matter of managing the workforce. As
such, we have reviewed our position on CEO succession planning
proposals and have determined to modify our treatment of such
proposals. Going forward, we will take the view that a company
generally may not rely on Rule 14a-8(i)(7) to exclude a proposal
that focuses on CEO succession planning.

However, the SEC made it clear that proposals seeking
succession planning disclosure can still be excluded under
Rule 14a-8(i)(7) if they seek to micromanage the company
by “probing too deeply into matters of a complex nature
upon which shareholders, as a group, would not be in a
position to make an informed judgment.”2
The change in the staff’s view spurred a new crop of shareholder proposals related to succession planning in 2009,
renewing investor—and, therefore, boardroom—focus on
corporate disclosure practices in this area. For instance, proxy
advisory firm ISS (then known as RiskMetrics Group), which
provides proxy voting recommendations to many institutional
investors, updated its U.S. proxy voting guidelines in 2010
to add a policy on CEO succession planning. ISS’s policy
is generally to vote for proposals seeking disclosure on a CEO
succession planning policy, considering factors including the
reasonableness/scope of the request and the company’s existing
disclosure on its succession planning process.3 In addition,
the Council of Institutional Investors adopted a new corporate
governance policy on CEO succession planning in September
2011, which stated:
The board should approve and maintain a detailed CEO
succession plan and publicly disclose the essential features
in the proxy statement. An integral facet of management
succession planning involves collaboration between the board
and the current chief executive to develop the next generation
of leaders from within the company’s ranks. Boards therefore
should: (1) make sure that broad leadership development
programs are in place generally; and (2) carefully identify multiple
candidates for the CEO role specifically, well before the position
needs to be filled. To that end, the plan should address both
short- and long-term succession scenarios.
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Ibid.
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“2010 U.S. Proxy Voting Guidelines Summary,” RiskMetrics Group, February
25, 2010.
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Shareholder proposals 2011-2012
Table 1 provides information about shareholder proposals
seeking succession planning disclosure at companies that
held annual general meetings between Jan. 1, 2011 and May
15, 2012. The proposals typically request that the board
initiate the appropriate process to amend the company’s
corporate governance guidelines to adopt and disclose a
written and detailed succession planning policy, including
the following specific features:

•
•

The board of directors will review the plan annually;

•
•

The board will identify and develop internal candidates;

•

The board will annually produce a report on its succession plan
to shareholders.

The board will develop criteria for the CEO position, which
will reflect the company’s business strategy and use a formal
assessment process to evaluate candidates;

The board will begin non-emergency CEO succession planning at
least three years before an expected transition and will maintain
an emergency succession plan that is reviewed annually; and

For annual general meetings held between January 1 and
May 15, 2012, shareholders filed at least nine such proposals
(see Table 1 on page 3). Four proposals went to a vote at
Kohl’s Corp., Berkshire Hathaway Inc., Safeway Inc.,
and Sotheby’s. None of the proposals passed. Another five
proposals, which were all filed by LIUNA, were withdrawn
because the companies agreed
to implement them.
During calendar year 2011, shareholders filed 16 proposals.
The majority (10) were withdrawn by the sponsors, in most
cases before the companies filed their proxy statements.
Another three proposals were excluded by the companies
from their proxy statements because they were granted
no-action relief by the SEC. None of the three resolutions
that went to a vote in 2011 won majority support.
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Table 1

Shareholder Proposals Seeking a Report on Management Succession Plans (for AGMs January 1, 2011-May 15, 2012)
For votes

Company name

State of
Ticker incorporation

Meeting
date

Sponsor

Status

As a
percentage
of shares
outstanding

As a
percentage
of yes/no

As a
percentage
of votes
cast*

2012 (AGMs through May 15, 2012)
Layne Christensen

LAYN

6/7/2012

Dollar General

DG

Tennessee

6/1/2012

Amazon.com

AMZN

Delaware

5/24/2012

Safeway Inc.

SWY

Delaware

5/15/2012

Kohl’s Corporation

KSS

Wisconsin

5/10/2012

Sotheby’s

BID

Delaware

5/8/2012

AFL
BRK.B

Georgia
Delaware

5/7/2012
5/5/2012

CCL

Non-U.S.

4/11/2012

United Natural Foods, Inc.

UNFI

Delaware

12/13/2011

News Corporation

NWSA

Delaware

10/21/2011

FedEx Corporation

FDX

Delaware

9/26/2011

FedEx Corporation
Red Robin Gourmet
Burgers, Inc.

FDX

Delaware

9/26/2011

RRGB

Delaware

5/26/2011

The Allstate Corporation

ALL

Illinois

5/17/2011

Kohl’s Corporation
Bank of America
Corporation

KSS

Wisconsin

5/12/2011

BAC

Delaware

5/11/2011

Aflac
Berkshire Hathaway Inc.
Carnival Corp.

Laborers’ International
Union of North America
Laborers’ International
Union of North America
Laborers’ International
Union of North America
Laborers National
Staff Pension Fund
Trowel Trades S&P
500 Index Fund
Laborers’ International
Union of North America
Laborers’ International
Union of North America
AFL-CIO Reserve Fund
Laborers’ International
Union of North America

Withdrawn
Withdrawn
Withdrawn
Fail

23.2%

29.5%

29.1%

Fail

14.9

18

18

Fail

28.8

36.3

36.1

Withdrawn
Fail

3.1

4.6

4.6

25.6

29.6

29.2

19.7

23.9

23.8

18.7

30.1

29.9

Withdrawn

2011

Comcast Corporation

CMCSA Pennsylvania 5/11/2011

Intel

INTC

Delaware

5/1/2011

Jarden Corporation

JAH

Delaware

5/1/2011

PG&E Corp.

PCG

California

5/1/2011

Edison International

EIX

California

4/28/2011

SunTrust Banks, Inc.

STI

Georgia

4/1/2011

Hewlett-Packard Company

HPQ

Delaware

3/23/2011

Apple Inc.

AAPL

California

2/23/2011

International Brotherhood of Teamsters
Legal & General
Assurance (Pensions
Management) Limited
Indiana Laborers
Pension Fund
Indiana Laborers
Pension Fund
Ohio Laborers’
Pension Fund
Laborers’ International
Union of North America
Trowel Trades S&P
500 Index Fund
Laborers National
Staff Pension Fund
Laborers’ International
Union of North America
Laborers’ International
Union of North America
Laborers’ International
Union of North America
Laborers’ International
Union of North America
Laborers’ International
Union of North America
Laborers’ International
Union of North America
Massachusetts
Laborers’ Pension Fund
Central Laborers’
Pension Fund

Fail

Withdrawn
No-actioned
by SEC
No-actioned
by SEC
Withdrawn
Withdrawn
Fail
No-actioned
by SEC
Withdrawn
Withdrawn
Withdrawn
Withdrawn
Withdrawn
Withdrawn
Withdrawn
Fail

*Includes abstentions
Source: The Conference Board/FactSet Research System Inc., 2012.
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Current Practices
The following are key findings on corporate succession planning processes and practices, taken from The Conference Board report
The 2011 U.S. Director Compensation and Board Practices Report and CEO Succession Practices: 2012 Edition.
Board oversight structure Few companies report having a
dedicated, stand-alone board committee for CEO succession
planning oversight. Roughly half of the respondents to The 2011
U.S. Board Practices Survey indicated that those activities are
performed by the full board (44 percent of financial services
companies and 57 percent of both manufacturing and nonfinancial
services companies) or through delegation to the compensation
committee or the nominating/corporate governance committee.
Larger companies (companies with asset value of $100 billion
or more and companies with annual revenue of $1 billion or
more) are more likely to assign succession planning oversight
responsibilities to the compensation committee.a
Frequency of review Across industries and most size groups,
a majority of companies indicated that their boards review the
CEO succession planning process at least annually. However,
nearly a third companies with annual revenue of $100 million or
less indicated that their boards only review the CEO succession
plan when warranted by a change in circumstances (e.g.
retirement, sudden death or illness, or other emergencies).b
Board retention of retiring CEO Across all industries, the
majority of companies reported that they do not have a formal
policy stating whether the retiring CEO should continue to serve
on the board or not. However, there was a clear correlation
between the adoption of such policies and company size: more
than 20 percent of companies with annual revenue of $5 billion
or more and as many as 60 percent of companies with assets
valued at $100 billion or more require the CEO to leave the board
as part of the succession plan.c
Succession planning disclosure There is a also direct
connection between disclosure practice and company size.
Larger companies were more likely to disclose information
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on CEO succession planning in their annual reports than their
smaller counterparts. Roughly 29 percent of companies with
annual revenue of $5 billion or more reported disclosing such
information, compared to 20.9 percent of companies with
revenue of $1 billion to $4.9 billion, and even fewer companies
below that threshold. By industry, financial services companies
included succession planning information in their annual
disclosure to investors more frequently than any other industry.d

Responsibility for succession announcement In most cases
of CEO succession among S&P 500 companies, the chairman
of the board introduced the incoming CEO to the company’s
stakeholders (61.5 percent of succession events in 2011). In
more than half of those announcements, the chairman was
also the departing CEO. Perhaps to provide the appearance of
independence, in roughly 29 percent of cases, the lead independent
director made the announcement. The remaining announcements
simply stated that a new CEO had been appointed.e
Succession effective date Half of the succession announcements by S&P 500 companies in 2011 stated that the leadership
transition was effective immediately. Among the remaining half
of announcements that provided advanced notice to stakeholders, the mean (median) lead time was two months, with a
range of 10 days to seven months.f
Stated reason for CEO departure Among the official explanations offered to stakeholders, retirement was the most frequent
reason given for the CEO departure, cited in roughly 44 percent of
succession announcements in 2011. Nearly 22 percent companies
that announced CEO changes in 2011 did not provide a reason
for the departure, while another 20 percent linked the event to
resignation. The remaining instances cited health concerns or
other reasons.g

a

Matteo Tonello and Judit Torok, The 2011 U.S. Director Compensation and Board Practices Report, The Conference Board, Report 1486, 2011, p. 93.

b

Tonello and Torok, The 2011 U.S. Director Compensation and Board Practices Report.

c

Tonello and Torok, The 2011 U.S. Director Compensation and Board Practices Report, p. 94.

d

Tonello and Torok, The 2011 U.S. Director Compensation and Board Practices Report.

e

Jason D. Schloetzer, Matteo Tonello, and Melissa Aguilar, CEO Succession Practices: 2012 Edition, The Conference Board, Research Report 1492, 2012, p. 25.

f

Schloetzer, Tonello, and Aguilar, CEO Succession Practices.

g

Schloetzer, Tonello, and Aguilar, CEO Succession Practices.
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Case Studies

Shareholder Activism on CEO Succession
The following case studies offer insight into how some companies receiving shareholder proposals related to succession
planning have responded. Each case study includes the disclosure made by the company, if any, in its most recent annual
report and proxy statement, as well any reference to succession
planning in its corporate governance guidelines or principles.

Berkshire Hathaway
The AFL-CIO Reserve Fund filed a succession planning proposal at Berkshire Hathaway Inc. asking the board to initiate
a process to amend the company’s corporate governance
guidelines to adopt and disclose a written and detailed
succession planning policy, with the following features:

•
•

The board will review the plan annually.
The board will develop criteria for the CEO position, which will
reflect the company’s business strategy and will use a formal
assessment process to evaluate candidates.

•
•

The board will identify and develop internal candidates.

•

The board will annually produce a report on its succession plan
to shareholders.

The board will begin nonemergency CEO succession planning at
least three years before an expected transition and will maintain
an emergency succession plan that is reviewed annually.

The resolution was reportedly put forth partly due to
concern that the March 2011 resignation of David Sokol,
the former chairman of several Berkshire subsidiaries
and a potential successor to chairman and CEO Warren
Buffett, had created uncertainty about succession plans.
Sokol resigned unexpectedly amid revelations of some
controversial stock purchases.
The board recommended a vote against the proposal in
the company’s 2012 proxy, stating:
With the exception of the production of an annual report to
shareholders on its succession plan, the Berkshire board
has been and intends to continue to follow procedures with
respect to CEO succession planning that are at least as
comprehensive as being proposed. The board sees no benefit
to formally publishing its plan. If an immediate need arose
whereby Mr. Buffett was unable to manage Berkshire, the
board has identified the individual to succeed him. However,

www.conferenceboard.org

the board’s judgment as to the most capable successor could
change over time and it would be highly unusual for a public
company to name a successor for its CEO prior to either the
incumbent leaving that position or to the establishment of
a specific date for the CEO to relinquish the position. The
board believes it would be inadvisable to publicly report on
an annual basis its plans as requested by the proposal or to
add additional details to our current corporate governance
guidelines that already address this topic. Accordingly, the
board has concluded the shareholder proposal is not in the
best interests of Berkshire shareholders.

In his February 2012 annual letter to shareholders, 81year-old Buffett noted that the primary job of a board of
directors “is to see that the right people are running the
business and to be sure that the next generation of leaders
is identified and ready to take over tomorrow.”
“Berkshire’s directors are at the top of the list in the time
and diligence they have devoted to succession planning,”
Buffett wrote. He added, “Your board is equally enthusiastic
about my successor as CEO, an individual to whom they have
had a great deal of exposure and whose managerial and human
qualities they admire. (We have two superb back-up candidates
as well.) When a transfer of responsibility is required, it will
be seamless, and Berkshire’s prospects will remain bright.”
“We’re pleased they have picked an internal candidate
because that’s important for the success of a company
with a strong culture like Berkshire Hathaway,” Brandon
Rees, acting director of the AFL-CIO office of investment,
reportedly told Bloomberg News in March. “We’d prefer
to have an assurance it’s the board driving the process and
have an annual update on the process.”
“We’re encouraged now that they have since disclosed
there is an internal candidate and two back-up candidates,”
Rees reportedly said, noting that the union doesn’t expect
Berkshire to identify a candidate by name.
In an April 17, 2012, letter to shareholders that increased
attention on the issue, Buffett disclosed that he had been
diagnosed with Stage I prostate cancer, but said the condition
“is not remotely life-threatening or debilitating in any
meaningful way.”
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“My doctors and I have decided on a two-month treatment
of daily radiation to begin in mid-July,” he wrote. “This
regimen will restrict my travel during that period, but will
not otherwise change my daily routine. I feel great—as if I
were in my normal excellent health—and my energy level
is 100 percent … I will let shareholders know immediately
should my health situation change. Eventually, of course,
it will; but I believe that day is a long way off.”
Buffett commented on the issue of succession planning at
the company’s May 5, 2012 annual meeting. “I don’t think
that every deal that I made would necessarily be makeable
by a successor, but they’ll bring other talents as well,”
Buffett reportedly said. “We’re not going to have an arts
major in charge of Berkshire.” The proposal went to a vote,
but received only 4.6 percent of for votes as a percentage of
votes cast.

Sources: Berkshire Hathaway Inc. annual report (Form 10-K), February
27, 2012 (www.berkshirehathaway.com); Berkshire Hathaway proxy
statement, filed March 16, 2012 (www.berkshirehathaway.com);
Berkshire Hathaway Inc. Corporate Governance Guidelines, January 7,
2010 (www.berkshirehathaway.com/govern/corpgov.pdf); Jeff Green
and Andrew Frye, “Berkshire Succession Gains Scrutiny That Also
Dogged Jobs,” Bloomberg News, March 19, 2012 (www.businessweek.
com/news/2012-03-19/berkshire-succession-gains-scrutiny-thatalso-dogged-jobs); Berkshire Hathaway Inc. News Release, April 17,
2012; “Warren E. Buffett, CEO of Berkshire Hathaway, Announces the
Resignation of David L. Sokol,” Berkshire Hathaway press release,
March 30, 2011 (www.berkshirehathaway.com/news/MAR3011.pdf);
“Warren Buffett Lieutenant Resigns Amid Stock Purchases,” Wall Street
Journal, March 30, 2011 (blogs.wsj.com/deals/2011/03/30/warrenbuffett-lieutenant-resigns-amid-stock-purchases-read-the-letter/);
“Berkshire Hathaway Board Responds to David Sokol Controversy,” Wall
Street Journal, April 27, 2011 (http://blogs.wsj.com/deals/2011/04/27/
berkshire-hathaway-board-responds-to-david-sokol-controversy/); Ben
Berkowitz, “Buffett tries to assure on Berkshire succession,” Reuters,
May 5, 2012 (http://news.yahoo.com/buffett-tries-assure-berkshiresuccession-160754528--finance.html).

Berkshire Hathaway’s CEO Succession Policies and Disclosure
The section on the Board of Directors’ Leadership Structure and
Role in Risk Oversight in the company’s 2012 proxy statement
refers to succession planning:
Mr. Buffett and the other members of the board of directors
extensively discuss succession planning at each meeting of
the board. Upon his death or inability to manage Berkshire,
no member of the Buffett family will be involved in managing
Berkshire but, as very substantial Berkshire shareholders,
the Buffett family will assist the board of directors in picking
and overseeing the CEO selected to succeed Mr. Buffett.
At that time, Mr. Buffett believes it would be prudent to have
a member of the Buffett family serve as the non-executive
chairman of the board. Ultimately, however, that decision will
be the responsibility of the then board of directors.
Source: Berkshire Hathaway Inc. proxy statement, March 16, 2012 (www.
berkshirehathaway.com).

Management Succession
Assuring that the company has the appropriate successor
to the current CEO in the event of his death or disability is
one of the board’s primary responsibilities. The company
does not anticipate that the CEO will retire other than due to
disability. The CEO reports annually to the board on executive
management succession planning and makes available, on
a continuing basis, his recommendation on succession in
the event he were disabled. The board and the committees
of non-management directors and independent directors
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regularly review succession planning and the strengths and
weaknesses of certain individuals currently employed by the
company who could succeed the CEO in the event of his death
or disability.
Source: Berkshire Hathaway Inc. Corporate Governance Guidelines, January 7,
2010 (www.berkshirehathaway.com/govern/corpgov.pdf).

Disclosure on Succession Planning
The risk factors section of the company’s 2011 annual report
noted that the company is dependent on a “few key people”
for its major investment and capital allocation decisions,
including Buffett, and vice chairman of the board Charles
Munger, but said its succession plan helps mitigate that risk.
If for any reason the services of our key personnel, particularly
Mr. Buffett, were to become unavailable, there could be a material
adverse effect on our operations. However, Berkshire’s board of
directors has identified three current Berkshire subsidiary managers
who are capable of being CEO. Berkshire’s board has agreed on
a replacement for Mr. Buffett should a replacement be needed
currently. The board continually monitors this risk and could alter its
current view regarding a replacement for Mr. Buffett in the future.
We believe that the board’s succession plan, together with the
outstanding managers running our numerous and highly diversified
operating units helps to mitigate this risk.
Source: Berkshire Hathaway Inc. annual report (Form 10-K), February 27, 2012
(www.berkshirehathaway.com).
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News Corp.
In May 2011, Legal & General Assurance (Pensions
Management) Limited filed a succession planning proposal
at News Corp. on behalf of Hermes Equity Ownership
Services, stating that the proposal was “intended to have
the board adopt a written policy containing several specific
best practices in order to ensure that shareholders have
clarity that succession will be handled appropriately.”
In June, News Corp. sought no-action relief from the
SEC to omit the proposal on the basis that it was already
“substantially implemented and fully effected.”
The company noted that it had already adopted a CEO
succession plan, and that its statement of corporate
governance, publicly available on its website, included
a comprehensive description of its CEO succession plan
and planning process. In addition, News Corp. said its

board would adopt an amendment to its statement of
corporate governance at its June 16, 2011, meeting to clarify
its current practice of reviewing succession planning “at
least annually,” and it would provide a description of its
CEO succession plan and planning process annually to
stockholders beginning with its 2011 proxy materials. The
proposal was withdrawn by the sponsor prior to a decision
on the no-action request.
Sources: News Corp. annual report (Form 10-K), August 15, 2011
(www.newscorp.com/investor/index.html); News Corp. proxy
statement, September 2, 2011 (www.newscorp.com/investor/
index.html); “Statement Of Corporate Governance,” News Corp.,
September 2011 (www.newscorp.com/corp_gov/socg.html); letter to
SEC staff, News Corp. July 5, 2011 (www.sec.gov/divisions/corpfin/
cf-noaction/14a-8/2011/legalandgeneralassurance070511-14a8.pdf).

News Corp.’s CEO Succession Policies and Disclosure
CEO Succession Planning
The board, with the assistance of the compensation committee,
oversees CEO succession planning. As set forth in the statement
of corporate governance, the board, in coordination with the
compensation committee, also sees that the company has in
place appropriate steps to address emergency CEO succession
planning in the event of extraordinary circumstances.
As part of the CEO continuity succession planning, the CEO
provides to the compensation committee recommendations
and evaluations of members of senior management and their
succession potential to the CEO position. The compensation
committee reviews potential internal candidates with the CEO
or other members of senior management as the compensation
committee considers appropriate, which review includes
development needs and developmental progress with respect
to specific individuals. Directors engage with potential internal
candidates at board and committee meetings and periodically
in less formal settings to allow personal assessment of candidates
by the directors. Further, the compensation committee periodically
reviews the overall composition of the qualifications, tenure, and
experience of members of senior management.
The compensation committee reports on its succession planning
efforts to the full board, and the full board reviews succession
planning at least annually at a regularly scheduled board meeting.
Emergency CEO succession planning enables the company to
respond to an unexpected vacancy in the CEO position while
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continuing the effective operation of the company and minimizing any
potential disruption or loss of continuity to the company’s business
and operations, including in the case of a major catastrophe.
Source: News Corp. proxy statement, September 2, 2011 (www.newscorp.com/
investor/index.html).

CEO Evaluation and Succession
The compensation committee is responsible for reviewing and
approving goals and objectives relevant to the compensation
of the company’s chief executive officer, evaluating the
performance of the CEO in light of the goals and objectives
and recommending to the board the compensation of the CEO
based on such evaluation. The board plans for succession to the
position of CEO of the company, which involves consideration of
its policies and principles regarding selection and performance
review of the CEO, and plans for succession in the event of an
emergency or the retirement of the CEO. To assist the board, the
CEO shall provide the compensation committee and the board
with an assessment of members of senior management and their
succession potential. The compensation committee shall report
the results of these assessments to the board. The board shall
review succession planning at least annually.
Source: News Corp. Statement of Corporate Governance, September 2011
(www.newscorp.com/corp_gov/socg.html).

Disclosure on Succession Planning
There was no succession disclosure in the the company’s annual
report (10-K) ﬁled August 15, 2011.

Director Notes ceo succession Planning: current developments, shareholder activism, and disclosure practices

7

United Natural Foods Inc.
In 2011, the International Brotherhood of Teamsters General
Fund filed a succession planning proposal at United Natural
Foods Inc., stating its concern that the company’s current
principles “lack a well-developed succession plan that
includes specific best practices and appear to delegate to the
CEO sole responsibility for identifying potential successors,
effectively limiting the board’s role to that of reviewing the
CEO’s recommendations.”
The fund’s supporting statement said its proposal was
intended to have the board “take ownership of succession
planning” and adopt a written policy containing several
specific best practices in order to ensure a smooth transition
in the event of the CEO’s departure.
“While we believe it is important for the CEO to have
input in succession planning, we believe the board should
be responsible for identifying and developing internal
candidates, including developing criteria that reflects the
company’s business strategy and using a formal assessment
process to evaluate candidates,” the fund’s supporting
statement said. The company’s current principles state:
“The CEO reports to the board periodically on succession
planning and leadership development, and provides the
board with recommendations of potential successors. The
CEO also makes available to the board, on a continuing
basis, recommendations regarding who should assume the
position of CEO in the event that he/she becomes unable or
unwilling to perform the duties of this position.”
UNF’s board opposed the proposal as unnecessary, not
stockholders’ best interest, and said it could expose the
company to competitive harm. The board said it already
had an effective succession planning process in place:
Our formal leadership succession planning process is set forth
in our corporate governance principles and requires our board
of directors to review and monitor leadership succession plans
for the position of CEO and other senior leadership positions.
Our corporate governance principles require our CEO to report
to our board of directors periodically on succession planning
and leadership development and to provide recommendations of
potential successors to senior leadership positions, including CEO.
Using these processes, our board of directors has developed a
senior leadership succession methodology to ensure continuity
and maintain the superior quality of our leadership team in the
event of a planned or unplanned departure of our CEO or other
senior leadership. Our board of directors periodically reviews its
leadership succession plan in light of our business strategy, market
trends and the competitive landscape for recruiting talent.
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The board also said that the flexibility provided by its
current succession planning process allowed its board
to act in its best interest “without the constraints of
arbitrary rules such as the three-year non-emergency
CEO succession planning” contained in the proposal.
In order for the annual report to stockholders envisioned by
the proposal to meaningful to stockholders, the company
said it would have to publicly disclose confidential and
sensitive information such as its business strategy and
outlook, its “most promising internal candidates, any
desirable external candidates and other factors” that the
board considers in the succession planning process. “…
Revealing such confidential and sensitive information
would be competitively harmful to us and not in the best
interest of our stockholders. For instance, if we are required
to publicly identify potential successors to our CEO we
would aid our competitors in identifying our high-value
executives. Furthermore, executives that are not identified
as potential successors may choose voluntarily to terminate
their employment with us causing us to lose the services of
employees whose service we value even though our board of
directors may not believe they are a candidate to succeed
our CEO,” the board said.

United Natural Food Inc.’s CEO Succession
Policies and Disclosure
The board reviews succession plans for the position of CEO as
well as certain other senior leadership positions. The CEO reports
to the board periodically on succession planning and leadership
development, and provides the board with recommendations of
potential successors. The CEO also makes available to the board, on
a continuing basis, recommendations regarding who should assume
the position of CEO in the event that he/she becomes unable or
unwilling to perform the duties of this position.
Source: United Natural Foods, Inc. Corporate Governance Principles, September 2,
2010 (http://phx.corporate-ir.net/phoenix.zhtml?c=93228&p=irol-govHighlights).

Disclosure on Succession Planning
The company’s most recent proxy statement, filed November
2, 2011, states that the board, which has overall responsibility
for risk oversight, “exercises its oversight responsibilities with
respect to strategic, operational and competitive risks, as well
as risks related to the planning for succession of our chief
executive officer and other members of senior management.”
Source: United Natural Foods, Inc. proxy statement, November 2, 2011
(http://phx.corporate-ir.net/phoenix.zhtml?c=93228&p=irol-IRHome).
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A proxy statement filed November 2, 2011, states that the
board, which has overall responsibility for risk oversight,
“exercises its oversight responsibilities with respect to
strategic, operational and competitive risks, as well as risks
related to the planning for succession of our chief executive
officer and other members of senior management.” There was
no succession disclosure in the company’s 2011 annual report.
The proposal went to a vote at the company’s December 13,
2011 annual meeting, and received 25.6 percent of votes FOR
as a percentage of shares outstanding (19.2 percent of votes
FOR as a percentage of votes cast), according to FactSet data.

www.conferenceboard.org

Sources: United Natural Foods, Inc. Corporate Governance Principles
(http://phx.corporate-ir.net/phoenix.zhtml?c=93228&p=irolgovHighlights); United Natural Foods Inc. proxy statement,
filed November 2, 2011 (http://phx.corporate-ir.net/phoenix.
zhtml?c=93228&p=irol-IRHome); United Natural Foods annual report
(Form 10-K) September 28, 2011 (http://phx.corporate-ir.net/phoenix.
zhtml?c=93228&p=irol-IRHome); United Natural Foods Inc. Form
8-K, filed December 19, 2011 (http://phx.corporate-ir.net/phoenix.
zhtml?c=93228&p=irol-IRHome).
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Case Studies

2011–2012 CEO Succession Events
The following case studies examine CEO succession events
occurring during 2011 and 2012, including the circumstances
surrounding the leadership transition, based on publicly
available information provided by the company and/or other
reputable sources, as denoted in a box at the end of each case.
A case of sudden death

Micron Technology
Summary of events On February 3, 2012, the board of
directors of Micron Technology announced that the
company’s chairman and CEO, Steven R. Appleton, passed
away in an airplane accident.

Pursuant to the company’s bylaws, the company announced
that president and chief operating officer D. Mark Durcan
would assume the responsibilities of CEO until a successor
was appointed, and the company said it would convene a
meeting over the weekend.
One day later, the company appointed Durcan as CEO and as
a director on Micron’s board. The board also announced the
appointment of director Robert E. Switz as chairman of the
board and Mark W. Adams as president. The announce- ment
came just days after Micron had announced Durcan would
retire at the end of the company’s fiscal year in August 2012.
Durcan reassured analysts during a February 10 call
that he was committed to staying on with the company.
“Relative to my own thoughts and my own decision to
come back, there’s nothing interim about my view of my
role here as CEO of Micron today,” he said.

instrumental in Micron’s success in his role as president
and COO and has garnered the respect of the company,
his team members and the industry at large.”
Reports quoted analysts and others praising the company
for its prompt response to the tragedy. “The sad news …
has caught investors and the company at an inopportune
time, but analysts aren’t concerned about succession
planning at the memory-chip maker,” a February 3
MarketWatch article stated. “The fact they were able to
transition without a hitch shows they did it correctly,”
Charles Elson, director of the John L. Weinberg Center
for Corporate Governance at the University of Delaware,
stated in a February 7 article by FOXBusiness.
Adams, who joined the company in June 2006 when Micron
acquired Lexar Media, Inc., served as vice president of
worldwide sales since July 2008, and previously served as
vice president of Digital Media. From January 2006 until
he joined Micron, Adams served as Lexar’s chief operating
officer, according to an 8-K filed February 9, 2012.
Appleton had joined Micron in 1983 and became an officer
in 1989, serving in various roles since then. He served on
the company’s board from April 1991 until July 1992, and
from May 1994 until his death. He held the posts of CEO,
president and chairman from September 1994 to June 2007,
serving since then as CEO and chairman.
Departing CEO (age) Steven R. Appleton (51).
Stated reason for departure Death.
Incoming CEO (age) D. Mark Durcan (51).

Durcan, who joined the company in 1984, had served as
president and COO since 2007 and previously served as
Micron’s chief technology officer.
“We are deeply saddened by Steve’s loss and will miss his
hand at the helm,” Durcan said. “I have provided the board
my ongoing commitment to work with the management
team and continue to move the company forward.”
Switz, the former chairman and CEO of ADC Telecommunications, served as a director since 2006 and previously served
as chair of Micron audit and governance committees.
“We are fortunate to be able to appoint someone with
Mark’s operations and technical leadership experience to
serve as the company’s CEO,” said Switz. “Mark has been
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Incoming CEO qualifications Joined the company in 1984,

served as president and COO since 2007, and previously
served as chief technology officer.
Succession type Internal promotion.
Joint election as board chairman No.
Corporate governance guidelines The board will establish

and review such formal or informal policies and procedures,
consulting with the governance committee, the CEO and
others, as it considers appropriate, regarding succession to
the CEO in the event of emergency or retirement.
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SEC filings There was no disclosure related to succession

planning in the company’s 2011 annual report or 2011
proxy statement.
Sources: “Statement by Micron Technology Board of Directors,” Micron
Technology press release, February 3, 2012 (http://investors.micron.com/
releasedetail.cfm?ReleaseID=646118); “Micron Technology Announces
Update,” Micron Technology press release, February 3, 2012 (http://
investors.micron.com/releasedetail.cfm?ReleaseID=646154); “Micron
Technology Appoints Mark Durcan as Chief Executive Officer, Director,”
Micron Technology press release, February 4, 2012 (http://investors.micron.
com/releasedetail.cfm?ReleaseID=646174); Form 8-K, filed February 9,
2012 (http://investors.micron.com/index.cfm); Micron proxy statement,
filed December 15, 20122 (http://files.shareholder.com/downloads/ABEA45YXOQ/1874546842x0xS1047469-11-10109/723125/filing.pdf); Micron
annual report (Form 10-k) filed October 25, 2011 (http://files.shareholder.
com/downloads/ABEA-45YXOQ/1874546842x0xS723125-11-189/723125/
filing.pdf); Micron corporate governance guidelines, December 16, 2010
(www.micron.com/about/commitment/governance/guidelines); “Micron
Technology, Inc. Announces Retirement Of Mark Durcan As President,”
Reuters, January 26, 2012 (www.reuters.com/finance/stocks/MU.O/keydevelopments/article/2469282); “Micron Technology Inc. - Shareholder/
Analyst Call,” Seeking Alpha, February 10, 2012 (http://seekingalpha.com/
article/363251-micron-technology-inc-shareholder-analyst-call?part=qanda);
“Death of Micron CEO leaves big void,” MarketWatch, Feb. 3, 2012 (/www.
marketwatch.com/story/death-of-micron-ceo-leaves-big-void-2012-02-03);
Matt Egan, “Micron Aces Difficult CEO Transition Test,” FOXBusiness,
February 7, 2012 (www.foxbusiness.com/technology/2012/02/07/micronaces-surprise-ceo-transition).

John Gordon, Anadarko lead director, described the
announcement as the “culmination of a multi-year phased
process.” Gordon noted, “The board believes that Al has
demonstrated the leadership skills and intellectual depth to
ensure the long-term growth and stability of the company.”
Hackett added, “This is a good time for the transition to
a long-planned succession, given the company’s strong
exploration and operational success, and robust portfolio
for long-term growth. After 13 years as a public company
CEO, it’s time for me to consider other avenues for personal
and professional growth. It’s been my privilege to serve as
CEO for over eight years, and I look forward to serving
Anadarko as executive chairman.”
During his six plus years with Anadarko, Walker has
served as senior vice president of finance, chief financial
officer, chief operating officer and president. He is a
director of Centerpoint Energy, Inc. and Western Gas
Holdings, LLC, a subsidiary of Anadarko, and general
partner to Western Gas Partners, LP.
Departing CEO name (age) James T. Hackett (58).
Stated reason for departure Retirement.
Incoming CEO name (age) Al Walker (55).
Incoming CEO qualifications Currently serves as

A case of insider promotion

Anandarko Petroleum Corp.
Summary of events The succession events at Anadarko

Petroleum Corp. are an example of an insider promotion
and also of a CEO apprenticeship, where the departing
CEO remains involved for a limited period to assist with
the leadership transition.
On February 21, 2012, the board of Anadarko Petroleum
Corp. announced that CEO Jim Hackett would retire, and
promoted president and chief operating officer Al Walker
to president and CEO. The board said Hackett, who had
served as CEO since December 2003, would serve in the
newly created position of executive chairman, effective May
15, 2012, when Walker would also stand for election to the
board, in conjunction with the company’s annual meeting.
In his role as executive chairman, the company said
Hackett would “continue to play an important role in the
company’s strategic direction,” while being a spokesperson
for the company and industry. Hackett will serve as
executive chairman through the company’s annual meeting
in 2013, and he will retire from Anadarko in June 2013.
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Anandarko’s president and chief operating officer, and
a director of Centerpoint Energy, Inc. and Western Gas
Holdings, LLC, a subsidiary of Anadarko, and general
partner to Western Gas Partners, LP. Previously served
as the company’s senior vice president of finance, chief
financial officer, chief operating officer and president.
Succession type Internal promotion.
Joint election as board chairman No.
Corporate governance guidelines The compensation and

benefits committee conducts an annual review of the CEO’s
performance and compensation. In executive session, the
non-management directors review the compensation and
benefits committee’s report in order to ensure that the CEO
is providing the best long and short-term leadership for
the company. The nominating and corporate governance
committee makes an annual report to the board on
emergency as well as expected CEO succession planning.
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The entire board works with the nominating and corporate
governance committee to nominate and evaluate potential
successors to the CEO. The CEO provides the board or
the nominating and corporate governance committee
with recommendations and evaluations of potential
successors, along with a review of any development plans
recommended for such individuals.
SEC filings The company’s proxy statement, filed March
23, 2012, lists overseeing the emergency and expected CEO
succession plans among the responsibilities of the nominating and corporate governance committee. There was no
CEO succession planning disclosure in the company’s most
recent annual report.
Sources: “Anadarko Announces Leadership Transition,” Anandarko
Petroleum Corp., press release, Feb. 12, 2012 (www.anadarko.com/
Investor/Pages/NewsReleases/NewsReleases.aspx?release-id=1663024);
“Corporate Governance Guidelines,” Anandarko Petroleum Corp.
November 9, 2011 (www.anadarko.com/About/Pages/Governance.aspx)
; Anandarko proxy statement, filed March 23, 2012 (www.anadarko.com/
Investor/Pages/SECFilings.aspx); Anandarko annual report (Form 10-K),
February 21, 2012 (www.anadarko.com/Investor/Pages/SECFilings.aspx).

A case of CEO auditioning policy

Apple Inc.
Summary of events The series of succession events at Apple

Inc. is an example of a CEO auditioning policy, where the
skills, management style, and organizational compatibility
of the incoming CEO are tested through a preliminary and
temporary assignment. Chief operating officer Timothy
Cook, who replaced Steve Jobs as CEO in 2011, served as
second-in-command for more than five years, and he led
the company’s day-to-day operations on three separate
occasions while Jobs was on medical leave.
On August 24, 2011, Apple announced that co-founder
Steve Jobs had resigned as CEO and was elected chairman
of the board. The company named chief operating officer
Timothy Cook as his successor, effective immediately.
“I have always said if there ever came a day when I could
no longer meet my duties and expectations as Apple’s CEO,
I would be the first to let you know,” Jobs wrote in a letter
made public by the company. “Unfortunately, that day
has come.”
Praising Jobs’ “extraordinary vision and leadership,”
Arthur Levinson said Apple’s board has “complete confidence that Tim is the right person to be our next CEO.”
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Jobs’ resignation as CEO followed his third leave for
health reasons since 2004. On January 17, 2011, Apple had
announced that Jobs would take a medical leave to focus
on his health, but would remain as CEO and be involved
in major strategic decisions for the company. The company didn’t specify how long the absence would be, and it
put Cook in charge of all day-to-day operations, as it had
done during both of Jobs’ prior leaves. (In 2009, he took a
six-month leave to recover from a liver transplant. In 2004,
Jobs had surgery to treat pancreatic cancer.)
January’s news fueled concern about the company’s
succession plans because Apple’s success was so closely
associated with Jobs and the company had been extremely
tight-lipped about his past health issues and its succession
plans. Investors filed a shareholder proposal asking
Apple’s board to adopt and annually disclose a written
CEO succession planning policy to shareholders. The
board recommended a vote against the proposal, arguing
that it had already been substantially fulfilled, since the
company’s corporate governance guidelines require the
board and CEO to annually review succession planning
for senior management—including identifying candidates
for succession. Apple shareholders failed to approve the
proposal at the company’s annual meeting in February 2011.
Jobs was already a member of the board, but prior to
electing him as chairman in August, Apple had not
previously listed an official chairman. It had listed two
co-lead directors, Levinson, chairman of Genentech, and
Avon Products Inc. chairwoman and CEO Andrea Jung.
As COO, Cook was responsible for the company’s
worldwide sales and operations, including end-to-end
management of its supply chain, sales activities, and service
and support in all markets and countries. He also headed
Apple’s Macintosh division and played a key role in the
development of reseller and supplier relationships.
“Tim’s 13 years of service to Apple have been marked
by outstanding performance, and he has demonstrated
remarkable talent and sound judgment in everything he
does,” Levinson said.
Following Jobs’ death on October 5, 2011, Apple’s board
named Levinson nonexecutive chairman and added Robert
Iger, president and CEO of The Walt Disney Company, as
a director.
Departing CEO name (age) Steve Jobs (56).
Stated reason for departure Resignation.
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Incoming CEO name (age) Timothy Cook (50).
Incoming CEO qualifications Chief operating officer since

2005. Previously led day-to-day operations three times in
seven years during prior CEO’s medical leaves. Previously
executive vice president of worldwide sales and operations
since 2002.
Succession type Internal promotion.
Joint election as board chairman No.
Corporate governance guidelines The compensation

committee should conduct, and review with the board,
an annual evaluation of the performance of all executive
officers, including the CEO. The compensation committee
is expected to use this review in the course of its deliberations
when considering the compensation of the CEO and
senior management. The board also reviews the CEO
performance evaluation to ensure that the CEO is providing
effective leadership of the corporation. As part of the annual
evaluation, the board and the CEO should conduct an annual
review of management development and succession planning
for senior management, including the CEO.
SEC filings There was no CEO succession disclosure in

the company’s most 2011 annual report or January 2012
proxy statement.
Sources: “Steve Jobs Resigns as CEO of Apple,” Apple press release,
August 24, 2011; Apple Names Arthur D. Levinson Chairman of the
Board,” Apple press release, November 15, 2011; “Apple Adds Disney’s
Iger to Board, Names Arthur Levinson Chairman,” Wall Street Journal,
November 16, 2011; public letter from Steve Jobs, Apple, August 24,
2011; Apple Corporate Governance Guidelines, November 17, 2010
(http://investor.apple.com/governance.cfm). Apple proxy statement,
filed January 9, 2012, Apple Media Advisory, Jan. 14, 2009; “Jobs Had
Liver Transplant,” Wall Street Journal, June 20, 2009; “LIUNA Calls on
Apple to Adopt Proposal Requiring CEO Succession Plan,” Laborers’
International Union of North America press release, January 18, 2011;
Apple annual report (Form 10-K) filed October 26, 2011 (http://investor.
apple.com/sec.cfm#filings).

A case of early announcement

Newell Rubbermaid
Summary of events Newell Rubbermaid is an example

of a company that provided investors with details of its
succession plan months before a transition was to take place.
It is also representative of a CEO apprenticeship, where the
outgoing CEO remains involved for a limited period to help
the company with the leadership transition.
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In January 2011, the company announced that president
and CEO Mark D. Ketchum would retire later that year,
and that an executive recruiting firm to help it search
outside for his replacement and assist with the assessment
of internal candidates. Newell Rubbermaid said Ketchum
would remain on the company’s board through the spring
of 2012 “to help ensure a smooth and orderly transition to
a new leader.”
“I love this company and the people I work with, making
my decision to retire extremely difficult, but consistent with
the commitments I made to my family when I joined the
company,” Ketchum said in a statement.
Ketchum had joined Newell Rubbermaid as a director in
2005. He was named interim president and CEO in 2005 after
then-CEO Joseph Galli resigned by mutual agreement with
the board, and named permanent CEO in February 2006.
Board chairman Michael T. Cowhig praised Ketchum’s
leadership for “transforming the company into a new
Newell Rubbermaid which remains poised for strong
growth in the years to come.” “Although our board of
directors and associates would have loved Mark to remain
our CEO for several more years, we fully respect the
commitment he made to his family, and appreciate the fact
that he has chosen to retire at a time when the company
has completed most of its transformation efforts and is
positioned for continued success,” said Cowhig.
In June, the board appointed Michael B. Polk, a director since
2009, to succeed Ketchum as president and CEO, effective
July 18, and said Ketchum would remain a director until
the company’s next board elections in May 2012.
Polk spent eight years at Unilever, most recently as president
of global foods, home and personal care, responsible for
the development, innovation and marketing of Unilever’s
$64 billion portfolio of categories and brands. He is credited
with transforming the company’s business in the Americas,
sharpening Unilever’s portfolio strategy and creating a more
competitive, faster growing, innovation-driven organization.
Polk served as member of the Unilever Executive Board
since 2007. Before joining Unilever, Polk spent 16 years at
Kraft Foods and three years at Procter & Gamble.
Describing Polk as an “extremely talented global marketer
and leader,” Ketchum said, “I am extremely proud of
Newell Rubbermaid’s transformation and I retire confident
that the company is well positioned for growth.”
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“He is the right leader at the right time to build on Newell
Rubbermaid’s successful transformation and accelerate
our global growth,” Cowhig said of Polk’s appointment.
Commenting on Ketchum’s tenure as CEO, he added, “Mark
accomplished everything we asked him to do and more. He
optimized the portfolio, transformed the culture, reengineered
the supply chain and put in place a global growth strategy
driven by consumer innovation and brandbuilding.” Cowhig
added, “We are grateful for Mark’s leadership, especially
during the difficult economic times and through the many
elements of our transformation initiatives, which sets up
Newell Rubbermaid for the next stage of growth.”
Departing CEO name (age) Mark D. Ketchum (61).
Stated reason for departure Retirement.

The organizational development & compensation committee
regularly reviews matters relating to management succession
planning, including succession planning in the event of the
unexpected death, incapacity or resignation of the CEO,
and periodically reports on these matters to the board. The
board expects the CEO to make available at all times his or
her recommendation and evaluation of potential successors,
along with any development plans recommended for such
persons, and to work closely with the organizational
development & compensation committee in connection
with such matters. The entire board will work with the
organizational development & compensation committee in
selecting and evaluating potential successors to the CEO.
The organizational development & compensation committee
annually oversees the review of the performance of the
CEO and the other senior officers of the company.

Incoming CEO name (age) Michael Polk (50).
SEC filings The company’s 2012 proxy statement notes
Incoming CEO qualifications Newell Rubbermaid director

since 2009. Held a number of top-level posts at Unilever,
most recently serving as president of its global foods, home
& personal care division since June 2010. Prior to joining
Unilever in 2003, Polk spent sixteen years at Kraft Foods
Inc. and three years at The Procter & Gamble Company.
Succession type Outside hire.
Joint election as board chairman No.
Corporate governance guidelines One of the board’s primary

responsibilities is to select and evaluate the performance of the
CEO and, in consultation with the CEO, to select and evaluate
the performance of other senior officers of the company.
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that the organizational development & compensation
committee is principally responsible for assisting the board
in management succession planning. There was no CEO
succession disclosure in the company’s 2011 annual report.
Sources: “Newell Rubbermaid President and Chief Executive Officer
Mark D. Ketchum to Retire This Year ,” Newell Rubbermaid press release,
January 11, 2011; “Newell Rubbermaid Appoints Michael B. Polk President
and Chief Executive Officer,” Newell Rubbermaid press release, June
23, 2011; “Joseph Galli Resigns as CEO of Newell Rubbermaid; Board
Member Mark D. Ketchum Named Interim CEO,” Newell Rubbermaid
press release, October 17, 2005; “Newell Rubbermaid Names Permanent
CEO,” Newell Rubbermaid press release, February 14, 2006; “Corporate
Governance Guidelines,” Newell Rubbermaid, November 9, 2011 (http://
ir.newellrubbermaid.com/governance.cfm); Newell Rubbermaid proxy
statement, March 29, 2012 (http://ir.newellrubbermaid.com/sec.cfm);
Newell Rubbermaid annual report (Form 10-K), February 29, 2012 (http://
ir.newellrubbermaid.com/sec.cfm).
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Succession Planning Disclosure Examples
Disclosure about a company’s succession planning policies
and practices is frequently found in its corporate governance
guidelines, but also may appear in various filings and forms.
Some companies have also begun including brief disclosure
on succession planning practices in their annual proxy
statements. The following are examples of succession
planning disclosure made by some S&P 500 companies
in 2012 proxy filings.

American Express Co.
The following is based on the American Express Co.
proxy statement filed on March 19, 2012 (https://materials.
proxyvote.com/Approved/025816/20120301/NPS_119966/
images/American_Express-Proxy2012.pdf).
Management Succession Planning One of our board’s primary
responsibilities is to ensure that we have the appropriate
management talent to successfully pursue our strategies.
Oversight of the management succession process is the
responsibility of the Nominating and Governance Committee.
Our board believes that the directors and the CEO should
collaborate on succession planning and that the entire
board should be involved in the critical aspects of the CEO
succession planning process, including establishing selection
criteria that reflect our business strategies, identifying and
evaluating potential internal candidates, and making key
management succession decisions.
Management succession is regularly discussed by the directors
in board meetings and in executive sessions of the board. Our
board annually conducts a detailed review of the company’s
talent strategies, leadership pipeline, and succession plans
for key executive positions. Directors become familiar with
potential successors for key management positions through
various means, including the comprehensive annual talent
review, informal meetings, board dinners, and presentations
to the board.

The proxy also states that, “CEO and management succession planning is one of the board’s highest priorities.
Our board devotes significant attention to identifying and
developing talented senior leaders.”

Hewlett-Packard
The following is based on the Hewlett-Packard proxy
statement filed on February 3, 2012 (http://h30261.www3.
hp.com/phoenix.zhtml?c=71087&p=irol-sec).

of the CEO and annually reviews senior management selection
and succession planning that is undertaken by the committee.
As part of this process, the independent directors annually
review the committee’s recommended candidates for senior
management positions to see that qualified candidates are
available for all positions and that development plans are
being utilized to strengthen the skills and qualifications of the
candidates. The criteria used when assessing the qualifications
of potential CEO successors include, among others, strategic
vision and leadership, operational excellence, financial
management, executive officer leadership development, ability
to motivate employees, and an ability to develop an effective
working relationship with the board.

Johnson Controls
The following is based on the Johnson Controls proxy
statement filed on December 9, 2011 (www.johnsoncontrols.
com/publish/us/en/investors/sec_filings.html).
Board Succession Plan We designed the board succession
plan to maintain effective shareholder representation.
The succession plan has three important elements. First,
the succession plan sets the mandatory retirement age
for directors as the last day of the calendar year in which
a director reaches his or her 72nd birthday. Second, the
succession plan states that no director may serve as a
committee chair of the same committee for more than five
consecutive years or of any committee after the last day of
the calendar year in which the director reaches his or her
70th birthday. Before a committee chair reaches his or her
70th birthday, we will implement a transition process in
which the new chair will work collaboratively with the retiring
chair as they transition duties and responsibilities. Third, the
succession plan requires that at the time a chief executive
officer either resigns or retires from our company, he or she
must resign and retire from the board as well, following a
transition period upon which the CEO and the compensation
committee mutually agree.
Pursuant to the terms of the succession plan, Messrs. Barnett
and Cornog will retire from the Board of Directors on December
31, 2012.
We provide the corporate governance guidelines and corporate
governance committee charter on our website at www.
johnsoncontrols.com/governance, or you may request a copy
of these materials by contacting Shareholder Services at the
address or phone number that we provide in the “Questions
and Answers” section of this proxy statement.

Succession Planning Among the committee’s responsibilities
as described in its charter is to oversee succession planning
and leadership development. The board plans for succession
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Praxair Inc.
The following is based on the Praxair Inc. proxy statement
filed on March 14, 2012 (www.praxair.com/investors).
Succession Planning and Personnel Development Under the
leadership of the compensation & management development
committee, the board conducts an annual succession planning
and personnel development session in which senior executives
are evaluated with respect to their potential for promotion
into senior leadership positions, including that of the CEO.
In addition, a wide variety of senior executives are purposely
exposed to the board by way of board and committee
presentations and directors have unrestricted access to a
broad cross-section of managers and high potential employees
for assessment and development purposes, as well as for
information gathering.

Eli Lilly & Company
The following is based on the Eli Lilly & Company proxy
statement filed on March 5, 2012 (http:// investor.lilly.com/
sec.cfm).
Key Board Responsibilities
Selection of Chairman and Chief Executive Officer;
Succession Planning
The board currently combines the role of chairman of the
board with the role of chief executive officer, coupled with a
lead director position to further strengthen the governance
structure. The board believes this provides an efficient and
effective leadership model for the company. Combining the
chairman and CEO roles fosters clear accountability, effective
decision-making, and alignment on corporate strategy. To
assure effective independent oversight, the board has adopted
a number of governance practices, including:

•

a strong, independent, clearly-defined lead director role
(see below for a full description of the role)

•

executive sessions of the independent directors after every
regular board meeting

•

annual performance evaluations of the chairman and CEO
by the independent directors.
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However, no single leadership model is right for all companies
and at all times. Depending on the circumstances, other
leadership models, such as a separate independent chairman
of the board, might be appropriate. Accordingly, the board
periodically reviews its leadership structure.
The lead director recommends to the board an appropriate
process by which a new chairman and CEO will be selected.
The board has no required procedure for executing this
responsibility because it believes that the most appropriate
process will depend on the circumstances surrounding each
such decision.
A key responsibility of the CEO and the board is ensuring
that an effective process is in place to provide continuity of
leadership over the long term. Each year, succession-planning
reviews culminate in a detailed review of top leadership talent
by the compensation committee and a summary review by
the independent directors as a whole. During this review, the
CEO and the independent directors discuss future candidates
for senior leadership positions, succession timing, and
development plans for the highest-potential candidates.
In addition, the CEO maintains in place at all times, and reviews
with the independent directors, a confidential plan for the
timely and efficient transfer of his or her responsibilities in
the event of an emergency or his or her sudden departure,
incapacitation, or death.

Target Corp.
The following is based on the Target Corp. proxy statement filed on April 30, 2012 (www.sec.gov/Archives/edgar/
data/27419/000104746912005023/a2207783zdef14a.htm).
Management Succession Planning One of the primary
responsibilities of the Board is to ensure that Target has a highperforming management team in place. On an annual basis, the
Board conducts a detailed review of management development
and succession planning activities to maximize the pool
of internal candidates who can assume top management
positions without undue interruption. In addition, the Board
has adopted a CEO emergency succession policy to govern
unforeseen succession needs.
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