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approval of the 2025 CEO Performance 
Award. 

Vanguard funds’ approach to proxy voting

Vanguard offers a broad selection of more than 
400 funds globally that address a wide range 
of investor needs. There is no one “Vanguard 
view” or voting decision on proxy voting at public 
companies. Proxy voting is disaggregated across 
more than two dozen different investment 
managers and investment stewardship teams, 
each with their own independent proxy voting 
policies and voting decisions. We also offer 
Investor Choice, which provides a growing number 
of fund investors the opportunity to participate 
more directly in the proxy voting process. 

Investor Choice voting policy options

Vanguard Investor Choice empowers individual 
investors, financial advisors, and retirement 
plan sponsors to express a preference for how 
their index fund holdings vote. The program’s 
expansion in 2026, which includes Vanguard 500 
Index Fund, will double the number of eligible 
investors to approximately 20 million and triple 
the assets eligible to participate in the program 
to more than $3 trillion. With Investor Choice, 
index fund investors can select a proxy voting 
policy, from a menu of distinct options, that is 
best aligned with their views on what corporate 
governance outcomes are most likely to drive 
long-term shareholder value creation. Their policy 
selection directs how their share of an eligible 
fund votes at corporate shareholder meetings on 
important topics such as executive pay. 

https://corporate.vanguard.com/content/corporatesite/us/en/corp/about-our-funds/proxy-voting-across-funds/investor-choice.html#about
https://corporate.vanguard.com/content/corporatesite/us/en/corp/about-our-funds/proxy-voting-across-funds/investor-choice.html#policy-options


At the 2025 annual meeting of Tesla, a U.S.-listed 
manufacturer of electric vehicles and energy 
generation and storage systems, the voting 

policy selections by Vanguard participating fund 
shareholders were applied as follows: 

Investor Choice policy option Vote Publicly disclosed vote rationale

Company Board-Aligned Policy For Aligned with the recommendation made by the portfolio company’s 
board of directors pursuant to the board’s own fiduciary duty to act in 
the best interest of the company’s shareholders. 

Egan-Jones Wealth-Focused Policy For*  “The Wealth-Focused Policy emphasizes holding directors accountable 
for company performance and ensuring that executive pay is aligned 
with that performance. Deviations from market-standard governance 
practices are not generally seen as a material risk to the company 
under this policy. In the case of the 2025 CEO Performance Award, the 
pay package is entirely aligned with performance.”

Glass Lewis ESG Policy Against Specific vote rationale was not publicly disclosed.

Vanguard-Advised Funds Policy** For  The 2025 CEO Performance Award sufficiently aligned with 
shareholders’ interests. The Tesla board made a credible case that the 
current CEO is core to the company’s strategy and current valuation 
and provided sufficient evidence that the board process and award 
design were deliberate and aligned CEO rewards with shareholder 
returns over the long term.

Notes: The proportionate shares of participating investors that selected the Mirror Voting Policy were voted in approximately the 
same proportions as votes cast at the meeting by other shareholders of the security. As of the record date of the Tesla vote, the 
voting policy selections made by participating investors were: Company Board-Aligned Policy: 24%; Egan-Jones Wealth-Focused 
Policy: 23%; Glass Lewis ESG Policy: 18%; Mirror Voting Policy: <1%; Vanguard-Advised Funds Policy: 35%. The percentages 
represent voting policy selections for Vanguard ESG U.S. Stock ETF, Vanguard S&P 500 Growth Index Fund, Vanguard Russell 1000 
Index Fund, Vanguard Mega Cap Index Fund, Vanguard Dividend Appreciation Index Fund, Vanguard High Dividend Yield Index 
Fund, Vanguard Tax-Managed Capital Appreciation Fund, and Vanguard Tax-Managed Small-Cap Fund.  

Vanguard continues to make participation easy. 
Vanguard brokerage account clients can easily 
make a voting policy selection directly through 
their account or the Vanguard Mobile app. 

Investors who hold their Vanguard fund at another 
firm can participate through a unique link received 
by either email or letter communication.

* See the full vote rationale: https://ejproxy.com/post/tesla-performance-award-recommendations.

** This describes the proxy voting and engagement activities conducted by Vanguard’s Investment Stewardship program pursuant 
to the Vanguard-Advised Funds Policy. This does not describe (a) votes cast on behalf of investors who, through Vanguard’s 
Investor Choice program, chose to have their proportionate portfolio holdings in select Vanguard funds voted in accordance 
with another proxy voting policy, or (b) proxy voting and engagement activities conducted by third-party investment advisors 
that manage certain Vanguard funds. Proxy voting decisions in both cases may differ from voting decisions made pursuant 
to the Vanguard-Advised Funds Policy. Throughout this document, “the funds” refers to Vanguard-advised funds shares voted 
pursuant to the Vanguard-Advised Funds Policy.

https://ejproxy.com/post/tesla-performance-award-recommendations


Vanguard Investment Stewardship

Vanguard Investment Stewardship’s program is 
responsible for proxy voting and engagement on 
behalf of Vanguard-advised funds. The Vanguard-
advised funds supported a management 
proposal to approve the 2025 CEO Performance 
Award at Tesla’s 2025 annual meeting. Through 
Vanguard’s Investor Choice program, investors can 
choose to have Vanguard’s Investment Stewardship 
team engage with companies and make proxy 
voting decisions on their behalf. As previously 
announced, in early 2026, Vanguard will cease 
having a single internal investment stewardship 
function voting and engaging on behalf of 
Vanguard-advised funds. Two separate investment 
stewardship teams will begin operations in the 
first quarter of 2026, each aligned to newly 
formed U.S. investment advisors, Vanguard 
Capital Management and Vanguard Portfolio 
Management. Over time, the two separate internal 
teams’ proxy voting policies and approaches to 
engagement will evolve independently of each 
other. Vanguard expects this to serve as another 
step in our long-standing work to diversify 
perspectives in the proxy ecosystem. 

How the Vanguard-Advised Funds’ Policy was applied

Policy position

As articulated in the funds’ proxy voting 
policies, on behalf of the funds, the Investment 
Stewardship team evaluated compensation 
plans on a case-by-case basis, taking into 
consideration the facts and circumstances at 
the company in question. Compensation policies 
linked to long-term relative performance are 
fundamental drivers of sustainable, long-term 
returns for a company’s investors. Providing 
effective disclosure of compensation policies, 
their alignment with company performance, and 
their outcomes is crucial to giving shareholders 
confidence in the link between executives’ 
incentives and rewards and the creation of 
long-term shareholder returns. The funds do 
not believe there is a one-size-fits-all approach 
to executive compensation, as the norms and 
practices for executive compensation vary by 
industry type, company size, company maturity, 
and region.

Analysis and voting rationale

At Tesla’s 2025 annual meeting, the board 
sought shareholder approval for the 2025 CEO 
Performance Award. The 10-year, performance-
based restricted stock award includes 12 
tranches that can be earned based on achieving 
both market-capitalization and operational 
milestones. According to Tesla, the award was 
structured to align the CEO’s compensation with 
long-term shareholder returns in the form of far-
reaching performance targets that, if achieved, 
would represent the creation of significant value 
for Tesla shareholders. 

As part of the analysis to inform the funds’ 
voting decisions, the Investment Stewardship 
team met with Tesla executives and independent 
directors, including the members of the board’s 
special committee that was responsible for 
designing the proposed award. During the team’s 
engagements, which focused on key aspects of 
the plan’s design and the board’s rationale for 
the construction of the award’s interdependent 
performance goals, they shared the board’s 
view that the current CEO is uniquely tied to the 
company’s current valuation and to the prospects 
for the company’s transformative approach. With 
respect to companies held by Vanguard-advised 
funds, Vanguard’s Investment Stewardship team 
is focused on governance practices associated 
with long-term shareholder returns. The team 
does not seek to influence or dictate strategy or 
operations, which it believes is the purview of a 
company’s management and board of directors.  

Members of the board noted that the award 
structure requires the CEO to achieve aspirational 
goals aligned with Tesla’s strategy—ensuring the 
award pays out only if significant shareholder 
value is created—and establishes a vesting 
schedule designed to align the CEO’s interests 
with shareholders’ financial interests over the 
next decade. Throughout the engagements, Tesla 
directors addressed the team’s concerns about the 
potential for misalignment between executive pay 
and company performance under some scenarios, 
particularly if the award’s milestones are partially 
achieved.

https://corporate.vanguard.com/content/corporatesite/us/en/corp/articles/update-on-our-us-investment-advisory-structure.html


In assessing the award’s structure and board 
governance of CEO pay, the Investment 
Stewardship team noted the combination of 
unprecedented value-creation targets, the large 
magnitude of the pay award, and the board’s 
articulated belief that the current CEO singularly 
possesses the leadership characteristics required 
to realize the company’s ambitious strategic 
vision. With the absolute targets and large 
quantum of the award, the team’s analysis 
focused on evaluating the risk that outsize 
rewards could be earned without corresponding 
company outperformance. The analysis of the 
plan design, along with the board’s explanation of 
how the market-capitalization; earnings before 
interest, taxes, depreciation, and amortization; 
and product goals work in combination, 
increased the team’s confidence in the plan’s 
rigor. Furthermore, the board and members of 
its special award committee demonstrated that 
they had appropriately considered the associated 
risks and trade-offs when designing the plan.

The Tesla board made a credible case that the 
current CEO is core to the company’s strategy 
and current valuation. The board also provided 
sufficient evidence that the board process and 
award design were deliberate and aligned CEO 
rewards with shareholder returns over the long 
term. In the absence of significant concerns 
with a board’s process, Vanguard’s Investment 
Stewardship team does not believe that it is 
better positioned than the board to determine 
the specific level of compensation that is 
appropriate to motivate and retain a given 
executive. After carefully analyzing the available 
information; assessing the board’s process, 
including its articulation of why the award is in 
the interest of Tesla shareholders’ long-term 
returns; and evaluating potential concerns with 
the award design, the Vanguard-advised funds 
supported the 2025 CEO Performance Award.

For more information about Vanguard funds, visit vanguard.com to obtain a prospectus or, if 
available, a summary prospectus. Investment objectives, risks, charges, expenses, and other 
important information about a fund are contained in the prospectus; read and consider it 
carefully before investing. 

Vanguard publishes information regarding its voting and engagement activities, including 
the funds’ proxy voting policies, Insights, and quarterly reports, to promote good corporate 
governance practices and to provide public companies and investors with our perspectives on 
important governance topics and key votes. This is part of our effort to provide useful disclosure 
of Vanguard’s investment stewardship activities. We aim to provide clarity on Vanguard’s 
positions on governance matters beyond what a policy document or a single vote can provide.

© 2025 The Vanguard Group, Inc.  
All rights reserved. Vanguard Marketing 
Corporation, Distributor.

5077223 122025

http://www.vanguard.com



