
DATE: [Insert Date] 

TO: Compensation Committee / Board of Directors 

FROM: [Insert Internal Audit/Compliance Department Name] 

SUBJECT: Advisory Letter: Review of Executive Compensation Clawback Provisions 

Dear Members of the Board, 

The purpose of this advisory letter is to provide an overview of the current status and 

effectiveness of the Company's executive compensation clawback provisions. In light of 

evolving regulatory requirements, including [Insert Relevant Regulation, e.g., SEC Rule 10D-1 

or Dodd-Frank Act], we have conducted a preliminary assessment of our recovery policies. 

1. Scope of Review 

Our advisory review focused on the following areas:  

• Alignment of internal policies with current stock exchange listing standards. 

• Identification of "trigger events" (e.g., financial restatements, ethical misconduct, or 

breach of restrictive covenants). 

• The process for identifying "covered executives" and calculating recoverable incentive-

based compensation. 

2. Summary of Observations 

During our review, we noted the following items for your consideration:  

• Policy Compliance: [Briefly state if the policy meets current legal minimums]. 

• Operational Readiness: [State whether the HR and Payroll systems can effectively track 

and recoup disbursed funds]. 

• Enforceability: [Note any potential challenges in enforcing clawbacks in specific 

geographic jurisdictions]. 

3. Recommendations 

To strengthen the Company's governance framework, we suggest:  

• Updating executive employment contracts to include explicit consent to the clawback 

policy. 

• Refining the definition of "misconduct" to include reputational damage or significant risk 

management failures. 

• Establishing a clear timeline and communication plan for the board to follow once a 

trigger event is identified. 

4. Conclusion 

A robust clawback provision is essential for maintaining investor confidence and ensuring 

accountability. We recommend a formal legal review of the proposed updates to ensure full 

compliance with the latest SEC and Exchange mandates. 



We are available to discuss these observations in further detail at the next Committee meeting. 

Sincerely, 

[Your Name] 

[Your Title] 

[Organization Name] 


