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February 8, 2013

By Electronic Mail (shareholderproposals@sec.gov)
U.S. Securities and Exchange Commission
Division of Corporate Finance
Office of Chief Counsel
100 F. Street, N.E.
Washington D.C. 20549

Re: Shareholder Proposal by the Marco Consulting Group Trust I
Ladies and Gentlemen:
Pursuant to Rule 14a-8(j) under the Securities Exchange Act of 1934, on behalf of
Nabors Industries Ltd., a Bermuda company (the "Company"), we hereby request
confirmation that the Staff of the Securities and Exchange Commission
(the "Commission") will not recommend enforcement action if, in reliance on Rule 14a
8(j), the Company excludes a proposal (the "Proposal") submitted by the Marco
Consulting Group Trust I from the proxy materials for the Company's 2013 Annual
General Meeting of Shareholders (the "2013 Proxy"), which the Company expects to file
in definitive form with the Commission on or about April30, 2013.
Pursuant to Rule 14a-8(j) and Staff Legal Bulletin No. 14D (Nov. 7, 2008), we are
submitting this letter and its attachments to the Commission via electronic mail at
shareholderproposals@sec.gov.
Concurrently, we are sending a copy of this
correspondence to the proponent as notice of the Company's intent to omit the Proposal
from the 2013 Proxy.
BASIS FOR EXCLUSION
We hereby respectfully request that the Staff concur in our view that the Proposal
may be excluded from the 2013 Proxy pursuant to Rule 14a-8(i)(9) because the Proposal
conflicts with a proposal to be submitted by the Company in the 2013 Proxy and pursuant
to Rule 14a-8(i)(3) because the Proposal is inherently vague and indefinite.
THE PROPOSAL
The Proposal states:

"Resolved: Shareholders of Nabors Industries Ltd. (the 'Company') urge
the Compensation Committee ('Committee') to adopt a policy that all
equity compensation plans submitted to shareholders for approval under
Section 162(m) of the Internal Revenue Code will specify the awards that
will result from performance. This policy shall require shareholder
approval of quantifiable performance metrics, numerical formulas and
payout schedules ('performance standards') for at least a majority of
awards to the named executive officers. If the Committee wants to use
performance standards containing confidential or proprietary information
it believes should not be disclosed in advance, they can be used for the
non-majority of awards to the named executive officers. If changing
conditions make previously approved performance standards
inappropriate, the Committee may adjust the performance standards and
resubmit them for shareholder ratification. This policy should be
implemented so as not to violate existing contractual obligations or the
terms of any compensation or benefit plan currently in effect."
A copy of the Proposal and supporting statement is attached to this letter as Exhibit A.
RULE 14a-8(i)(9) ANALYSIS
We believe that the Proposal may be properly excluded under Rule 14a-8(i)(9),
which permits a company to omit a shareholder proposal and the related supporting
statement from its proxy materials if such proposal "directly conflicts with one of the
company's own proposals to be submitted to shareholders at the same meeting." In the
2013 Proxy, the Company currently intends to submit to its shareholders, and recommend
a vote for their approval of, a proposal that would adopt a new "Incentive Bonus Plan."
Pursuant to the Incentive Bonus Plan, performance-based awards will be available for
grant to officers and key employees of the Company, including "named executive
officers," based on performance criteria to be outlined in the plan. Because the Proposal
requests that the Compensation Committee of the Company adopt a policy that also
provides for performance-based awards to named executive officers, but on different
terms, the Company believes that the Proposal would be in direct conflict with the
Company's proposal. Thus, if included in the 2013 Proxy, an affirmative vote on both
the Company's proposal and the Proposal could lead to an inconsistent, alternative,
ambiguous and conflicting mandate from shareholders.
The Commission has stated that, in order for this exclusion to be available, the
proposals need not be "identical in scope or focus." Exchange Act Release No. 40018, at
n. 27 (May 21, 1998). The Staff has consistently permitted companies to exclude from
their proxy statements shareholder proposals that seek to place limitations or terms on
incentive awards to senior executives when a company proposes to present its own
incentive plan with different award terms. See, e.g.,

•

Charles Schwab Corp. (Jan. 19, 2010) ("Charles Schwab," discussed below);
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•

•

•

•

Abercrombie & Fitch (May 2, 2005) (concurring in the omission of a proposal
requesting that management adopt a policy requiring stock option vesting to be
performance-based as conflicting with a company incentive plan proposal that
provided for time-based vesting of stock options);
Crown Holdings, Inc. (Feb. 4, 2004) (concurring in the omission of a proposal
requesting management to consider terminating future stock options to top five
executives as conflicting with a company proposal to implement a stock option
plan for senior executives);
AOL Time Warner Inc. (March 3, 2003) (concurring in the omission of a proposal
requesting a prohibition on issuing additional stock options to senior executives as
conflicting with a company stock option plan proposal that permitted grants of
stock options to employees, including senior executives);
Baxter International, Inc. (Jan. 6, 2003) (concurring in the omission of a proposal
to prohibit future stock option grants to senior executives as conflicting with a
company proposal to implement an incentive compensation plan providing for
stock option grants to, among others, senior executives).

In Charles Schwab, the company received a proposal from a proponent with terms
similar to those in the Proposal. The company planned to submit its own annual
performance based incentive plan to its stockholders for approval. The two plans
contained differences with regard to financial metrics. The Staff agreed, in a situation
very similar to that of this letter, that the company could exclude the proposal under Rule
14a-8(i)(9) because approval ofboth proposals would lead to conflicting results regarding
the proper basis of incentive awards.
Similarly, the Incentive Bonus Plan, which will be submitted for shareholder
approval in the 2013 Proxy, conflicts with the Proposal as follows:
(a) Payout Schedules.
The Proposal would require that the Company's equity compensation plan contain
"payout schedules." By contract, the Incentive Bonus Plan will have no such schedules
and will state that the compensation committee of the Company "shall establish a Target
Award ... for each Participant selected to participate in the Incentive Plan during the
Award Year." This annual discretion by the compensation committee directly conflicts
with the Proposal's rigid structure.
(b) Quantifiable Performance Metrics.
The Proposal would require that the Company's equity compensation plan contain
"quantifiable performance metrics" for the majority of awards. The Incentive Bonus
Plan, however, utilizes quantifiable and non-quantifiable metrics, such as "completion of
one or more specifically designated tasks identified as being important to the strategy or
success of the Company." In Charles Schwab, the Staff concurred in omission of a
proposal that would require the exclusive use of relative peer-group performance
measures in making awards because the company's proposed plan would permit both
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relative and absolute performance to be utilized. Likewise, the Proposal would require
that quantifiable performance metrics be utilized exclusively only for a majority of
awards, while the Incentive Bonus Plan permits utilization of both quantifiable
performance metrics and non-quantifiable metricsfor all awards.
Accordingly, failing to exclude the Proposal from the 2013 Proxy would create
the potential for inconsistent, conflicting and ambiguous results, particularly if both
proposals were approved.
RULE 14a-8(i)(3) ANALYSIS
We believe that the Proposal may be properly excluded under Rule 14a-8(i)(3),
which permits a company to omit a shareholder proposal and the related supporting
statement from its proxy materials if such "proposal or supporting statement is contrary
to any of the Commission's proxy rules, including Rule 14a-9, which prohibits materially
false or misleading statements in proxy soliciting materials." The Staff has stated that a
proposal will violate Rule 14a-8(i)(3) when the language contained in the proposal is "so
vague and indefinite that neither the stockholders voting on the proposal, nor the
company in implementing the proposal (if adopted), would be able to determine with any
reasonable certainty exactly what actions or measures the proposal requires." Staff Legal
Bulletin No. 14B (Sept. 15, 2004).
The Staff has regularly concurred with the exclusion of shareholder proposals
concerning executive compensation under Rule 14a-8(i)(3) where aspects of the
proposals contain ambiguities that result in the proposals being vague or indefinite. In
particular, the Staff has allowed exclusion of proposals relating to executive
compensation that fail to define key terms or otherwise provide guidance on how the
proposal would be implemented. See, e.g.,
•

•

•

•

Verizon Communications Inc. (Feb. 21, 2008) (allowing exclusion of a
proposal requesting that the board adopt a new policy for the
compensation of senior executives, which failed to define critical terms
and was internally inconsistent);
Prudential Financial, Inc. (Feb. 16, 2007) (allowing exclusion of a
proposal urging the board to seek shareholder approval for certain senior
management incentive compensation programs, which failed to define
critical terms);
General Electric Co. (Feb. 5, 2003) (allowing exclusion of a proposal
urging the Board to seek shareholder approval for all compensation for
Senior Executives and Board members above a certain threshold, which
failed to define critical terms or otherwise provide guidance on how it
would be implemented); and
Woodward Governor Co. (Nov. 26, 2003) (allowing exclusion of a
proposal that called for a compensation policy based on stock growth,
which was vague and indefinite as to what executives and time periods
were referenced).
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Similarly, the Proposal does not supply the necessary assumptions needed for its
required calculations, and its terms offer no other guidance to the Company or its
shareholders with regards to the Proposal's proper implementation. As a result,
shareholders could not know what they were voting on were the Proposal to be presented,
and the Company could not determine how to implement the Proposal were it to be
approved.
The Proposal fails to specify any of the relevant assumptions necessary to make a
determination as to whether the "majority of awards" have been awarded pursuant to the
metrics requested by the Proposal. The vagueness of the Proposal leads to the following
ambiguities with regard to the calculation ofthe "majority of awards":
•

•

•

•

whether the "majority of awards" refers to the total number of securities
issued pursuant to the plan in a given period, the total value of securities
awarded in a given period, the number of named individuals receiving
awards in a given period, or some other metric;
whether the "majority of awards" is to be calculated at each issuance of
awards under the plan, on a yearly basis, over the life of the plan, or based
on some other unspecified time period;
if the "majority of awards" refers to the total value of awards, whether the
value of equity awards should be determined using the intrinsic value of
the awards, a value based on a valuation model such as the Black-Scholes
or binomial valuation model or some other method; and
if the "majority of awards" refers to the total value of awards, how to
calculate the assumptions necessary for the calculation, including the
Company's stock prices during an extended period of exercisability, or, in
the case of valuation models, measures such as the historic volatility of the
Company's stock price and prevailing interest rates.

Additionally, on a more fundamental level, the language of the Proposal is vague
and ambiguous to such an extent that its general intent cannot be determined. The initial
sentence of the Proposal asks the Company's compensation committee to "to adopt a
policy that all equity compensation plans submitted to shareholders for approval under
Section 162(m) of the Internal Revenue Code will specify the awards that will result from
performance." The vague phrase "specify the awards that will result from performance"
leads to the following ambiguities:
•

•

whether "specify[ing] the awards that will result from performance" at the
time of shareholder approval would require that the plan lists the exact
number of awards that will be awarded to each named executive officer
over some period of time;
whether "specify[ing] the awards that will result from performance" at the
time of shareholder approval would require that the plan lists the
aggregate number of awards that will be awarded pursuant to the plan over
some period of time; and
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•

if "specify[ing] the awards that will result from performance" requires that
some undetermined measure of awards to be awarded must be disclosed at
the time of shareholder approval, how to determine such amount given
that awards may be based on a number of future variables that would be
unknown at the time of shareholder approval.

Furthermore, the next sentence in the Proposal adds a layer of structural
ambiguity. The second sentence states that the policy "shall require shareholder approval
of quantifiable performance metrics, numerical formulas and payout schedules
('performance standards') for at least a majority of awards to the named executive
officers." It is unclear how this sentence relates to the first sentence's "specify the
awards that will result from performance" requirement. This ambiguity could lead to any
of the following conflicting interpretations:
1.

The first sentence's "specify the awards that will result from
performance" requirement is a separate requirement from the second
sentence's "shareholder approval of quantifiable performance metrics,
numerical formulas and payout schedules" requirement. The "majority of
awards" requirement of the second sentence applies only to those awards
based on "numerical formulas," not those "specifTied]" at the time of
submission to shareholders.
2. The first sentence's "specify the awards that will result from performance"
requirement is a separate requirement from the second sentence's
"shareholder approval of quantifiable performance metrics, numerical
formulas and payout schedules" requirement, but the "majority of awards"
requirement of the second sentence is intended to apply both to awards
based on "numerical formulas," and those "specifTied]" at the time of
submission to shareholders.
3. The second sentence's "shareholder approval of quantifiable performance
metrics, numerical formulas and payout schedules" requirement is
intended to modify the first sentence's "specify the awards that will result
from performance" language, and, as such, the first sentence contains no
independent requirements.
As a result of these ambiguities in the Proposal, neither the shareholders voting on
the Proposal, nor the Company in implementing the Proposal (if adopted) would be able
to determine with any reasonable certainty exactly what actions or measures the Proposal
requires. Thus, consistent with the Staff's previous interpretations of Rule 14a-8(i)(3), the
Company believes that the Proposal may be excluded as inherently vague and indefinite.

CONCLUSION
Based on the foregoing, we request your concurrence that the Proposal may be
omitted from the 2013 Proxy pursuant to Rule 14a-8(i)(9) and Rule 14a-8(i)(3).
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If we can be of any further assistance in this matter, please do not hesitate to call
me at (281) 775-8166.

Sincerely,

Laura W. Doerre
Vice President and General Counsel

enclosures
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Exhibit A

December 13, 2012
By mail and email
Mark.andrews@nabors.com
Mr. Mark D. Andrews
Corporate Secretary
Nabors Industries Ltd.
P.O. Box HM3349
Hamilton, HMPX
Bermuda
RE: Marco Consulting Group Trust I
Dear Mr. Andrews:
As the duly authorized representative of the Marco Consulting Group Trust I (the
"Trust"), I write to give notice that pursuant to the 2012 proxy statement of Nabors
Industries Ltd. (the "Company"}, the Trust intends to present the attached proposal (the
"Proposal") at the 2013 annual meeting of shareholders (the uAnnual Meeting") as the
lead filer. We expect to be joined by The AFL-CIO Equity Index Fund, The City of
Philadelphia Public Employees Retirement System and The Miami Firefighters' Relief
and Pension Fund as co-fliers. The Fund requests that the Company Include the
Proposal in the Company's proxy statement for the Annual Meeting.
A letter from the Trust's custodian documenting the Trust's continuous ownership of the
requisite amount of the Company's stock for at least one year prior to the date of this
letter is being sent under separate cover. The Trust also intends to continue its
ownership of at least the minimum number of shares required by the SEC regulations
through the date of the Annual Meeting.
I represent that the Trust or its agent intends to appear in person or by proxy at the
Annual Meeting to present the attached Proposal. I declare the Trust has no "material
interest" other than that believed to be shared by stockholders of the Company
generally.
Please direct all questions or correspondence regarding the Proposal to me. My email is
kinczewski@marcoconsulting.com and my direct line is 312-612-8452

Very Truly Yours,
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Greg A. Kine wski
Vice President/General Counsel

Headquarters Office • 550 W. Washington Blvd., Suite 900 • Chicago, IL 60661 • P: 312·575·9000 • F: 312-575-0085
East Coast Office • 25 Braintree Hill Office Park, Suite 103 • Braintree, MA 02184 • P: 617·298·0967 • F: 781-228·5871

RESOLVED: Shareholders of Nabors Industries Ltd. (the "Company") urge the Compensation Committee
("Committee") to adopt a policy t.hat all equity compensation plans submitted to shareholders for
approval under Section 162(m) of the Internal Revenue Code will specify the awards that will result from
performance. This policy shall require shareholder approval of quantifiable performance metrics,
numerical formulas and payout schedules ("performance standards") for at least a majority of awards to
the named executive officers. If the Committee wants to use performance standards containing
confidential or proprietary Information it believes should not be disclosed in advance, they can be used
for the non-majority of awards to the named executive officers. If changing conditions make previously
approved performance standards Inappropriate, the Committee may adjust the performance standards
and resubmit them for shareholder ratification. This policy should be implemented so as not to violate
existing contractual obligations or the terms of any compensation or benefit plan currently In effect.
SUPPORTING STATEMENT: The Company's 2012 advisory vote on executive compensation received
support from only 25 percent of its shareholders. In our opinion, this shows a disconnect between
executive pay and long term Company performance which warrants dramatic change.
We believe a major contributing factor to this pay for performance misalignment is that the recent plans
submitted by the Company for shareholder approval have only cited general criteria so vague or
multitudinous as to be meaningless and this has prevented shareholders from knowing what criteria
would be used to assess performance and in what way. We are also concerned that the Committee is
free to pick performance standards each year to maximize awards.
The Company's current Stock Plan provides awards may be subject to a potpourri of 10 metrlcs that
Include but are not limited to: (i) income before federal taxes and net Interest expense; (ii) achievement
of specific and measurable operational objectives In the areas of rig operating costs, accident records,
downtime and employee turnover; (iii) completion of one or more specifically designated tasks
Identified as being important to the strategy or success of the Company.
We do not believe such complete discretion for the Committee gives shareholders confidence executive
pay will be properly aligned with Company performance. Under this proposal, the Committee continues
to have complete discretion in selecting any number of metrics and to structure them as it feels
appropriate. But under this proposal, the Company must, when submitting a plan for shareholder
approval, specify for shareholders the performance standards establishing the link between Company
performance and specific awards --a common practice in the United Kingdom. By way of illustration,
not intended to limit the Company's discretion, examples satisfying this proposal are:
--If the Company's share price increases 10 percent over Its Peer Group for a 36-month period,
the CEO shall receive a grant of 100,000 Company shares.
--if the Company's operating income increases 10 percent over five years, the CEO shall receive
a grant of 100,000 Company shares.

