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2018 Say-on-Pay Recap for the REIT Industry
Support for Say-on-Pay proposals tapered off in 2018, resulting in a more challenging year for REITs regardless of the voting
recommendations of proxy advisory firms, such as ISS. Between 2015 and 2017, Say-on-Pay proposals in the REIT industry
experienced a pattern of increasing support, but in 2018, that trend reversed. Despite lower support at self-managed REITs,
externally-managed REITs were able to buck the trend due to increased compliance with ISS disclosure guidelines.

Key 2018 Say-on-Pay Highlights
• Decline in Say-on-Pay Support – Shareholder support decreased for both REITs and the general industry.
• Incentive Compensation Criticism – ISS was more vocal of its disapproval of certain incentive compensation
features, including target payouts if TSR is negative (notwithstanding relative performance) and target payouts
for relative performance at the median.
• Limited Impact of the Financial Performance Assessment (FPA) – The newly-added FPA test had a minimal
impact on ISS Say-on-Pay voting recommendations, with only one REIT that received a negative voting
recommendation from ISS adversely affected (shifting from a “Low” to “Medium” concern as a result of the
FPA).
• More Active Shareholder Voting – Institutional investors are becoming less reliant on the voting
recommendations of proxy advisors, even at companies with positive ISS voting recommendations, signaling to
companies the need for active engagement with shareholders and transparent compensation disclosure.

While overall Say-on-Pay support decreased among the Russell 3000, self-managed REIT results fared worse than the overall market:
•

The number of self-managed REITs with negative ISS voting recommendations increased at a higher rate than companies in
the Russell 3000 (a 4.1% increase from 2017 to 2018, compared to an increase of 1.4% for the Russell 3000)

•

Average support decreased more significantly for self-managed REITs (down 2.4% from 2017 to 2018, compared to a 1.3%
decline for the Russell 3000)
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Snapshot of Say-on-Pay at Self-Managed REITs
Declining Say-on-Pay support highlights the growing importance of governance matters, including compensation issues, among
institutional shareholders. Institutional shareholders are taking a more active and hands-on approach to educating themselves on
Say-on-Pay proposals and not relying solely on the voting recommendations of proxy advisors. Institutional shareholders becoming
more independent in their decision-making process is highlighted by the fact that:
•

60% of self-managed REITs that received a positive voting recommendation from ISS experienced a decrease in Say-on-Pay
support from the prior year

•

Lowest Say-on-Pay results for a REIT with a positive ISS voting recommendation received just a 60% shareholder approval
rate in 2018

REIT Say-on-Pay proposals experienced a 67% increase in negative ISS voting recommendations – jumping from 9 to 15 Against
voting recommendations from 2017 to 2018. Additionally, shareholder support declined regardless of whether a REIT received a For
or an Against ISS voting recommendation, disrupting the upward trend from previous years.
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Factors Influencing ISS Voting Recommendations
Ten out of the 15 self-managed REITs that received an Against voting recommendation from ISS triggered a “High” pay-forperformance concern; 4 triggered a “Medium” concern, and 1 triggered a “Low” concern under ISS’ quantitative evaluation. While
the CEO pay-for-performance relationship is a significant factor used by ISS, it is generally not the only contributing reason cited by
ISS for issuing an Against voting recommendation. The most common reasons cited by ISS include:
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Out of 15 that received an Against Say-on-Pay voting recommendation from ISS
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About FTI Consulting
FTI Consulting is an independent global business advisory firm dedicated to helping organizations manage change, mitigate risk and
resolve disputes: financial, legal, operational, political & regulatory, reputational and transactional. FTI Consulting professionals,
located in all major business centers throughout the world, work closely with clients to anticipate, illuminate and overcome complex
business challenges and opportunities. For more information, visit www.fticonsulting.com and connect with us on Twitter
(@FTIConsulting), Facebook and LinkedIn.
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