IMPACT

Meta Platforms Inc.
Proposal #10 — Report on the Feasibility of Linking Child Safety Improvements to Executive Compensation
Annual Meeting May 27, 2026

Contact: Michael Passoff, CEO, Proxy Impact, michael@proxyimpact.com

RESOLVED CLAUSE: Shareholders request the Board's Compensation Committee publish a report (at reasonable
expense, within a reasonable time, and omitting confidential or proprietary information) assessing the feasibility
of integrating performance on improving child safety into Meta's senior executive compensation program, which
it describes in its annual proxy materials.

SUMMARY

Meta faces escalating litigation, regulatory, and operational risks related to child safety practices, including
adverse jury verdicts, expanding global regulation, increasing pressure for platform redesign and documented
harms to children and teens. These developments may create material financial and governance risks for
shareholders.

Meta's executives have been aware of the damage their products cause to children and teens for nearly a
decade, yet have not taken protective action, resulting in the current and growing legal and regulatory risks
facing the company. This resolution asks the Compensation Committee to assess the feasibility of linking child
safety performance to executive pay to incentivize executives to take action to prevent further harms to
children and teens and protect the company against legal damages and regulatory risk.

Key concerns include:
Legal Liability
¢ Two landmark lawsuits resulted in adverse jury verdicts in March 2026, totaling $375 million in New

Mexico (with $3.7 billion requested in abatement), and $6 million in California.

e These lawsuits set a precedent for over 2,400 active lawsuits from children, families, school districts, and
42 state attorneys general that are active and with more lawsuits expected.

e Meta's own insurers refuse to cover these claims, putting the financial responsibility for compensation
in these, pending, and future cases directly on the company.

Regulatory Risk

e Apreliminary finding regarding Meta breaching the EU Digital Services Act regarding children under 13
was issued 29 April 2026 with a potential fine of up to $12 billion, and billions more in additional fines
until Meta is in compliance.

e 15+ countries are enacting or advancing bans on social media access for minors.
Reputational Risk

e Meta has received a constant stream of negative media regarding its child safety issues such as reports
that Meta’s Al chatbots engage in sexually explicit roleplay with minors, and Instagram links vast
pedophile networks per Wall Street Journal investigations.

Structural Revenue Risk

e Ongoing litigation and emerging regulation may require platform redesign, including changes to
recommendation systems, engagement-maximizing features, age-verification systems, and data
practices for minors.
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e Platform redesign could reduce user engagement, limit behavioral data collection, increase compliance
costs, and weaken advertising-targeting efficiency.

e Approximately 98% of Meta’s revenue is derived from advertising and material changes to engagement
metrics or data availability may directly affect revenue growth and operating margins.

This proposal requests a report focused on the feasibility of linking child safety outcomes to executive pay so
that Meta's compensation structure reflects the company's stated commitment that “At Meta, child protection
is always a top priority.” * The proponents of this resolution hold over $800 million of Meta Class A stock.

LEGAL, INSURANCE, REGULATORY, AND REPUTATIONAL RISKS FACING META FROM ITS CHILD SAFETY
POLICIES

U.S. Litigation: Two Landmark Jury Verdicts in Two Days and over 2,000 pending cases

On March 24, 2026, a New Mexico jury ordered Meta to pay $375 million in civil penalties for misleading users
about the safety of its platforms while children were targeted by sexual predators.? A bench trial phase began
May 4, 2026 with the NM Attorney General asking that Meta be declared a public nuisance and to pay $3.7
billion in an abatement plan, as well as make design changes to Meta’s platforms including mandatory age
verification, predator removal, and restrictions on encrypted messaging for minors.3

On March 25, 2026, a Los Angeles jury found Meta and YouTube negligent for designing platforms harmful to
young people, awarding $6 million. It is the first civil action to hold Meta accountable for causing addiction and
mental health problems.* Experts have described the back-to-back verdicts as Big Tech's 'Big Tobacco moment.”

Meta’s stock dropped 8% after the lawsuit verdicts.® These cases are considered ‘Bellwether lawsuits’ which
serve as a test case for a larger group of similar lawsuits and can heavily influence future decisions. This is
significant as Meta is facing federal multidistrict litigation (MDL) which includes more than 2,407 active cases as
of March 2026, brought by individuals, school districts, and attorneys general from 42 states.” The first federal
trial is scheduled for Oakland in summer 2026.

Insurance Denial

The Delaware Superior Court ruled in March 2026 that Meta's own insurers, including Hartford Casualty
Insurance Company, are not obligated to defend child safety claims, reasoning that the claims arise from
intentional design choices and are therefore not covered by standard Commercial General Liability policies. Any
damages awarded will flow directly to Meta's balance sheet.?

EU Digital Services Act — Preliminary Breach Finding

On April 29, 2026, the European Commission announced preliminary findings that Meta's Instagram and
Facebook are in breach of the Digital Services Act (DSA) for failing to prevent children under 13 from accessing
its services.? The Commission found that children can enter false birth dates with no verification, reporting tools
require up to seven clicks to access, and Meta disregarded readily available scientific evidence on the
vulnerability of younger children. An estimated 10-12% of children under 13 are on Instagram or Facebook. If
the preliminary findings are confirmed, a fine of up to 6% of Meta's total worldwide annual turnover —
estimated at up to $12 billion — may be imposed, along with ongoing periodic penalties of up to 5% of Meta’s
worldwide annual turnover until compliance is met.°

International Platform Bans

Meta has been at the center of concerns about social media’s negative impacts on minors and at least 15
countries have enacted or are advancing legislation banning or restricting minors' social media access.
Australia's ban for under-16s came into force in December 2025 and it is considering fines up to $49.5 million
AUD (~$32M USD) against Meta and other social media companies for non-compliance.! France passed an
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under-15 ban in January 2026; Indonesia banned under-16's in March 2026; Malaysia's ban took effect January
2026. Currently, Denmark, Spain, Norway, Slovenia, Portugal, and the UK are all advancing legislation.? Six EU
nations have formed a coalition to embed a mandatory under-16 restriction in the upcoming EU Digital Fairness
Act. 2 These bans directly threaten Meta's youngest-user pipeline — the cohort with the highest lifetime
advertising value — and impose compliance costs that compound with every new jurisdiction.

Reputational and Talent Risk

Meta’s child safety issues have been widely covered by the media including CEO Zuckerberg testifying in front of
Congress,'* investigative reports by the Wall Street Journal®> *® and New York Times,” 18 former high-level
employees publicly criticizing Meta’s child safety practices on book tours and at multiple Congressional
hearings;*the 2023 Surgeon General’s report calling social media’s impact on children’s mental health a “urgent
public health issue;”?° and the current worldwide coverage of the child safety trials which will be ongoing with
thousands of pending lawsuits. Additionally, child advocacy groups have increased public demonstrations and
protests targeting Instagram and Facebook.?!

Sustained reputational damage from child safety failures creates a toxic employer brand — which can be
particularly damaging in a competitive labor market.

KEY CONCERNS REGARDING META'S CHILD SAFETY PRACTICES
Addictive Design

Social media impacts adolescent and children’s brains differently than adult brains.??> Meta’s design features
promote high-dopamine stimulus for an age group that is not biologically able to regulate its own attention.
Addictive design features include the infinite scroll, which eliminates natural stopping cues; algorithmic reward
schedules which uses unexpected content to maximize seeking behavior; stimulus speed, which reduces
attention span; social feedback, such as “likes” and comments which triggers social comparison and
hypersensitivity; and ephemeral content, which creates an artificial scarcity and "Fear of Missing Out" (FOMO),
compelling daily engagement. Underlying all of the above is Meta’s knowledge that its product design was
causing harm and that it repeatedly failed to make improvements in any substantial way.?3

Failure to Disclose Harms

Internal documents show that Meta knew of potential mental and physical harms to minors and failed to
disclose them. As early as 2017, Meta identified that its products were addictive to children. In 2019, Meta
halted an internal study after it found that users who stopped using Instagram and Facebook for a week showed
lower rates of anxiety, depression and loneliness.?* In 2021, Meta's own internal research documented that
Instagram's beauty filters had negative impacts on teen self-image and links to body dysmorphia, eating
disorders increased depression, anxiety, and suicidal ideation. A formal proposal to ban these filters was
rejected by Meta CEO Mark Zuckerberg.?

Hiding the Problem

Meta’‘s reporting of online child sexual abuse materials (CSAM) nearly doubled from 15.8 million cases in 2019 to
30.7 million in 2023, which accounted for 85% of all reports to the National Center for Missing and Exploited
Children.?6 Meta’s plan to apply end-to-end encryption to multiple platforms prompted a letter from top U.S.,
U.K. and Australian law enforcement officials to CEO Zuckerberg warning that encryption would enable millions
of child sex images and videos to go undetected, endangering children and shielding predators.?” Despite this,
Meta began applying end-to-end encryption in 2024 and this functionality reduced the number of CSAM reports
by 6.9 million from the year before it was applied.?®
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In a 2025 Congressional hearing, two former Meta researchers testified that Meta’s virtual reality products
exposed minors to bullying, nudity, and sexual content and that Meta disregarded and censored their research,
and in at least one case, deleted evidence of sexual harassment.?®

Guardrails Abandoned for Al Growth

On April 26, 2025, the Wall Street Journal reported that Meta Al chatbots engaged in sexually explicit roleplay as
underage characters — including with reporters who identified themselves as minors. Internal evidence showed
Meta loosened Al safety guardrails to increase traffic despite staff objections which were overruled by CEO Mark
Zuckerberg.3° Generative Al child sexual exploitation is growing at an astonishing rate. The National Center for
Missing and Exploited Children received 4,700 reports in 2023 and 1.5 million reports in 2025.3!

Algorithmic Amplification of Exploitation

A 2023 Wall Street Journal investigation found that Instagram's recommendation algorithms actively guided
pedophiles toward sellers of child sexual abuse material.3?

No Measurable Accountability

Across all of these issues, the core criticism from investors, law enforcement, child safety organizations, and
regulators is consistent: Despite mounting evidence that Meta’s child safety impacts are getting worse, Meta
continues to announce child safety policies and practices but provides no quantitative data to demonstrate their
effectiveness — hence this resolution's call for metrics-linked executive accountability.

LEGALLY MANDATED PLATFORM REDESIGN IS LINKED TO REVENUE STREAM

The litigation is no longer only a financial liability — it is becoming a direct driver of mandatory platform
redesign. The New Mexico bench trial phase which began May 4, 2026, seeks court-ordered changes including
effective age verification, removal of predators, and restrictions on encrypted messaging for minors.33 These are
the precise platform features that Meta has resisted changing commercially.

The Los Angeles trial verdict, finding negligent design, directly implicates Meta's core product architecture —
infinite scrolling, algorithmic amplification, and engagement-maximizing features. A federal multidistrict
litigation (MDL) trial scheduled for Oakland in summer 2026 will set legal precedents for thousands of active
cases.

The EU Digital Services Act preliminary finding of April 29, 2026 separately identifies a required set of design
changes including: accounts for minors are private by default; reduced algorithmic amplification for young users;
disabled compulsive-use features such as streaks, autoplay, and push notifications; and strengthened
moderation and reporting tools.3* If finalized, these requirements could require substantial operational and
product changes across Meta’s EU operations.

Meta receives 98% of its revenue from advertising. Potential court-ordered or regulatory-driven platform
redesign could affect engagement metrics, data collection practices, and advertising revenue generation which
are at the heart of Meta’s advertising business. As of February 2026, Meta’s stock traded at about 24 times
forward earnings, a valuation based on an assumption of continued advertising growth and behavioral data
collection, along with artificial intelligence development.3

Court or regulatory mandated product redesign, combined with laws limiting minors’ access to social media,
along with the growing reputational risk of Meta not being a safe place for younger users — may reduce
engagement metrics and ad revenue, and impact Al development.
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THE IMPACT OF META'S CHILD SAFETY PRACTICES ON INVESTMENT PORTFOLIOS

Meta acknowledged on its 2025 and 2026 earnings calls that child safety issues pose the risk of material financial
losses. The legal cases, social media bans, regulatory shifts, and pending cases, and regulations will only
increase the materiality of child safety to Meta's business model.

CEO Mark Zuckerberg testified personally in the New Mexico trial, which resulted in a $375 million verdict
against the company.3® This is no longer an abstract reputational risk. It is a CEO-level accountability event with a
nine-figure jury outcome.

For index fund investors, the concern extends beyond Meta itself. Meta and Alphabet (Google/YouTube)
together account for approximately 8-9% of the S&P 500's total market capitalization, at a time when the top 10
companies account for roughly 40% of the index — approximately double the concentration level of 2015—
2016.% Financial impairment of Meta from litigation reserves, forced platform redesign, or structural revenue
regulation would not remain isolated in individual portfolios (given that other companies are being targeted
with similar litigation, child safety MDL trajectory may also be viewed as a material risk factor in other tech
sector holdings) but impact investors at all levels - from institutional and high-net worth investors to the
retirement funds of middle class workers.

The concurrent risk layers — a preliminary EU DSA finding carrying up to a $12 billion fine, 2,407+ MDL cases
with two adverse jury verdicts in the past two months, insurance carriers refusing to defend, and a bench trial
phase seeking mandatory platform changes — represent a risk stack that is growing faster than Meta's
announced remediation efforts.

THE FINANCIAL RISKS FROM META'S CHILD SAFETY PRACTICES

Direct Financial Exposure

The two March 2026 jury verdicts of $375 million (with $3.7 billion requested in abatement) and $6 million,
represent only the beginning of a litigation cycle that mirrors, structurally, the trajectory of tobacco and opioid
litigation. As the federal MDL trial proceeds in Oakland in summer 2026, and as 42 state Attorneys General cases
advance, settlement pressure across the full docket will increase. Each MDL trial verdict that goes against Meta
reduces its negotiating position in the remaining pool of cases and increases their financial burden.

Insurance Non-Coverage

Meta's insurers are refusing to defend child safety claims, arguing the damages arise from intentional design
choices. The full financial exposure of any adverse verdict, settlement, or regulatory penalty will flow directly to
Meta's balance sheet3®

Regulatory Fine Exposure

The EU Digital Services Act preliminary finding announced April 29, 2026, carries a maximum fine of 6% of
Meta's total worldwide annual turnover — potentially up to $12 billion based on 2025 revenues, and up to 5% of
Meta's total worldwide annual turnover for payments during non-compliance.?® The Children’s Online Privacy
Protection Act (COPPA) violations in the U.S. carry civil penalties of up to $53,088 per violation per day.*° The
Senate’s proposed GUARD ACT, which seeks to reduce harmful Al interactions with minors, stipulates civil
penalties of up to $250,000 per violation, and criminal liability fines of up to $250,000 per violation.** Meta has
billions of underage users on its platforms.

Revenue Structural Risk

Proposed U.S. legislation including a trio of bills called the UnAnxious Generation package would impose a 50%
tax on digital advertising revenue derived from minors.*? International bans are already removing the youngest,
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highest-life time value (LTV) user cohort from Meta's addressable advertising base due to the company's refusal
to adjust its algorithm or enforce policies to reduce harm to children, while compliance infrastructure costs
compound with each new jurisdiction implementing a ban.

META’S OPPOSITION STATEMENT FAILS TO ADDRESS THE RESOLUTION

Meta's Board Response to this resolution rests on four bullet-point assertions. Each is addressed in turn below.

"At Meta, we prioritize helping keep young people safe online."

The gap between Meta's stated priority and its actual performance is precisely the concern shareholders are
raising. Meta platforms pose physical and psychological risks that many children and teens are unprepared for
including sextortion and grooming, hate group recruitment, human trafficking, cyberbullying and harassment,
exposure to sexual or violent content, invasion of privacy, body shaming, self-harm content, and financial scams,
among others. Internal company documents released during the recent lawsuits show that Meta knew that
harm was being done and did little or nothing to stop it.

"We believe that the current structure of our compensation program supports our objectives..."

Meta's Board claims its existing compensation structure — which it describes as emphasizing 'long-term
incentives' tied to 'company priorities' — is sufficient to drive action on child safety. Yet the current structure
contains no specific, measurable, weighted child safety performance condition of any kind. A pay structure that
is discretionary, with no objective metrics attached, cannot be said to 'support' any specific company priority —
child safety or otherwise.

Additionally, the Board's claim that its program 'adequately incentivizes our executives to act on our company
priorities' is directly contradicted by the outcomes. Meta's child safety performance during the period this
compensation structure was in place has resulted in:

e two jury verdicts against the company — one totaling $375 million (with a request for a $3.7 billion

abetment), and another totaling $6 million;

¢ apreliminary EU Digital Services Act breach finding carrying potential fines of up to $12 billion;

e 2,407+ active MDL lawsuits;

e Meta's own insurers refusing to defend child safety claims.

If the compensation structure is incentivizing adequate child safety action, the outcomes do not reflect it.

"Our compensation, nominating & governance committee is best positioned to determine the structure of our
executive compensation program."

Proponents fully agree that the Compensation Committee is best positioned to determine the structure of
executive pay. Numerous large-cap companies' Compensation Committees link safety performance directly to
executive bonuses in sectors where safety risk is existential — energy, mining, pharmaceuticals. Meta operates
in a sector where the safety risk is now producing nine-figure jury verdicts.

The Compensation Committee is indeed positioned to design an appropriate structure; shareholders are asking
it to demonstrate that capacity.

"Our board of directors believes the requested report is unnecessary and would not provide additional benefit
to our shareholders in light of our existing practices."

The Board offers no analysis to support this conclusion. It does not identify what 'existing practices' it believes
render the report unnecessary, nor does it explain what 'additional benefit' standard it is applying or why the
requested report fails to meet it.
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It is not credible to assert that no shareholder benefit would flow from the Compensation Committee assessing
the feasibility of aligning executive financial incentives with reducing the growing legal, regulatory and
reputational risks stemming from Meta's failed child safety policies and practices.

WHY SHAREHOLDERS SHOULD SUPPORT A REPORT ON THE FEASIBILITY OF LINKING CHILD SAFETY
IMPROVEMENTS TO EXECUTIVE COMPENSATION

The Governance Gap

Meta's Proxy Statement says its compensation program is designed to 'align the interests of our executives with
those of our shareholders in the overall success of our company.' %3 Yet Meta's CEO receives $1 in base salary, no
performance bonus, and no equity awards tied to any measurable outcome.** For other executives, the
Compensation Committee has relied on discretionary payments without objective performance metrics.

A coalition of 36 institutional investors representing $3.6 trillion in assets under management sent a formal
letter to Meta in October 2024 specifically citing the absence of performance-based pay conditions as a
governance failure.*® The investors also raised concern about inadequate child safety practices.

In 2021, 2022, 2023 and 2024, a majority of Meta's independent [non-management] shareholders voted for
child safety related proposals — 56%, 57% 54% and 59% respectively — yet all were blocked by CEO Mark
Zuckerberg's supervoting share structure.*® The company has still not published the child safety related
guantitative metrics and performance targets that shareholders have strongly supported since 2020.

The Current Bonus Structure

Meta's Proxy Statement list four bonus pay priority categories in 2025, one of which is “Make progress on
societal issues related to our business.” Bonus pay is at the Board’s discretion and none of these categories were
assigned any specific weighting or dollar amount of the target bonus. The Proxy states that the 2025 bonuses
were determined based on the increase in total revenue, continued growth in users, the launch of wearable
products and the development of its Al program. #’ Societal issues, despite being listed as one of the four
priorities, was absent from the current bonus considerations.

In 2025, target bonuses for Named Executive Officers (excluding Zuckerberg) increased from 75% to 200% of
base salary, creating a substantial bonus pool to which meaningful child safety conditions could be applied.*® On
March 25, 2026 — the day of the second child safety jury verdict — Meta filed an revised executive bonus plan
offering mega-grants of up to $900 million and which tied senior executive’s pay to stock price appreciation that
can only be fully realized if the company reaches a market capitalization of $9 trillion (500% growth) by 2031.4°
This suggests that achieving this exponential growth will be a priority, regardless of the changes that need to be
implemented to improve child safety.

Online child safety concerns will not go away, and all indications are that the demands for action will intensify.
The potential costs from lawsuits and fines can scale up quickly. Even small daily fines for violations can balloon
into large amounts given the billions of under 18 users on Meta platforms. And if the U.S. lawsuits and EU
regulations are successful then there is the likelihood that they will be adopted by other countries. Product
redesign will require significant effort and costs and will likely need to be incorporated into Al development as
well.

Child safety is an issue that needs to be dealt with, and incentivizing executives to ensure this may be the most
efficient and economical means of doing so.>°
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What the Research Says

A 2025 study across 40 countries and 32 industries found that ESG-linked executive compensation is associated
with a statistically significant reduction in the gap between a company's stated commitments and actual
practice.”® A separate academic study confirms that ESG pay linkage fails only when targets are vague, low-
weighted, or disconnected from financial consequences — all of which can be avoided in this case.>?

The financial argument for linking Meta executive pay to child safety outcomes is unusually strong compared to
most ESG pay proposals:

e  First, the liability is not hypothetical — Meta is already facing millions of dollars of legal fines with
thousands of active lawsuits awaiting decisions, and with billions of dollars of potential regulatory
penalties, and is being acknowledged as material in Meta's own earnings calls.

e Second, the current compensation structure contains zero performance-based accountability
mechanisms — a governance failure that institutional investors representing trillions in AUM have
formally objected to in letters to CEO Zuckerberg over consecutive years.

e Third, the data is there. Meta tracks CSAM reports, underage account removals, user time, harassment
reports, and regulatory compliance status, among many other data points, allowing child safety
performance to be measured precisely enough to serve as a compensation metric.

e Fourth, the academic evidence on when ESG pay linkage works is unambiguous: it requires specific,
measurable, adequately weighted metrics tied to outcomes that are financially material to the company.
Child safety regulatory fines and litigation reserves meet all four criteria in a way that most ESG metrics
do not. Consequently, there is an opportunity to make child safety improvements financially significant
for the leadership team.

Assessing Performance-Linked Compensation

This resolution does not mandate a specific compensation structure. It asks the Compensation Committee to
assess feasibility

The resolution before shareholders is the least invasive available accountability mechanism, but the signal it
sends — that the board takes child safety seriously enough to consider making it financially material for senior
executives — would have immediate effects on regulatory relationships, litigation optics, and institutional
investor confidence. A board actively assessing child safety performance linkage has a materially stronger
position in discussions with regulators, class counsel, and institutional shareholders than one that has
demonstrably ignored the issue for years.

Given the litigation and regulatory trajectory, the failure to explore a child safety pay link is a risk management
failure that is becoming increasingly difficult for a fiduciary to defend.

We ask that you Vote FOR Proposal #10 — Report on the Feasibility of Linking Child Safety Improvements to
Executive Compensation

THE FOREGOING INFORMATION MAY BE DISSEMINATED TO SHAREHOLDERS VIA TELEPHONE, U.S. MAIL, E-MAIL,
CERTAIN WEBSITES AND CERTAIN SOCIAL MEDIA VENUES, AND SHOULD NOT BE CONSTRUED AS INVESTMENT
ADVICE OR AS A SOLICITATION OF AUTHORITY TO VOTE YOUR PROXY. THE COST OF DISSEMINATING THE
FOREGOING INFORMATION TO SHAREHOLDERS IS BEING BORNE ENTIRELY BY THE FILER. PROXY CARDS WILL
NOT BE ACCEPTED BY THE FILER. PLEASE DO NOT SEND YOUR PROXY TO THE FILER. TO VOTE YOUR PROXY,
PLEASE FOLLOW THE INSTRUCTIONS ON YOUR PROXY CARD.
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