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The challenges facing our clients have not gotten easier.  
At a time when fairness and equality are the subject of 
significant focus from politicians and the wider population, 
executive pay remains in the spotlight.
Remuneration committees are finding the scope of their roles widening and that issues 
including the gender pay gap, pay differentials and equitable pension provisions are 
increasingly captured within the committee’s remit. 

FIT helps our clients to respond to these challenges. Our highly experienced partners both 
lead and are integrally involved in all our client relationships, rather than delegating work  
to less experienced colleagues. This allows us to get to the root of our clients’ issues quickly 
and then provide wise, commercial (and sometimes challenging) counsel which helps our 
clients design genuinely tailored, strategically-focused remuneration packages.

How we can help

We provide a full service offering, supporting our clients on all aspects of executive 
remuneration, from benchmarking, through policy design, shareholder consultation and 
legal implementation. Our partners are integrally involved in all stages of the process. 
Given the increased politicisation of executive pay, our position as the UK’s largest 
independent executive remuneration consultancy ensures that our clients receive the  
very best advice, free from concerns around quality or independence.

What we do

Pay Policy
Formulation

Annual Bonus
Design

LTI Design

Performance Targets
and Measurement

All-Employee Reward
Programmes

Investor
RelationsReviewing Service

Contracts

Communication

Directors’ Remuneration
Report

Ad hoc events i.e. Severance
& Recruitment, M&A and IPOs

Full Legal Implementation
Service

Pay
Benchmarking

Partner-led
service
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FIT Remuneration Consultants LLP is the UK’s largest 
independent executive remuneration consultancy and we 
advise a number of the world’s largest companies from  
our offices in London.

FIT’s highly experienced consultants advise on all aspects  
of executive remuneration. Whether the subject is 
remuneration policy, incentive plan design, pay bench-
marking, shareholder engagement, technical 
implementation, M&A or IPO support, we have the 
resources, expertise and judgment to assist our clients so 
that they can make informed decisions on executive pay.

Some of the largest UK and globally listed companies, co-
operatives, mutuals and other organisations come to us for 
robust guidance across all areas of executive remuneration.

Through our association with Frederic W. Cook and Co.,  
Inc. (the largest executive remuneration consultancy in  
the US) and Pretium Partners Asia Limited in Hong Kong,  
we are able to offer our clients a global perspective.
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Introduction

Welcome to FIT’s 2019 FTSE 100 Directors’ Remuneration Survey

This report examines the elements which make up total 
remuneration for executive and non-executive directors in 
the FTSE 100 and provides a contrast between practice in 
the FTSE 30 and practice in the remainder of the FTSE 100 
(which we refer to as the ‘FTSE 31-100’).

The table and chart below show the market capitalisation 
and sector profiles of the FTSE 100 used for this report. 
Equity investment trusts, of which there is one in the FTSE 
100, have not been included in this report. The market 
capitalisations shown are the six-month average to  
31 March 2019.

Six-month average market capitalisation to 31 March 2019, £’m

 FTSE 100 FTSE 30 FTSE 31-100 

Upper Quartile £20,407 £73,673 £8,317

Median £8,105 £39,773 £6,373

Lower Quartile £5,585 £24,424 £5,322
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This report covers all of the main components of  
executive remuneration:

• Base salary

• Pension

• Annual bonus

• Long-term incentives

As legislative requirements and investors’ expectations have 
evolved over recent years, we have seen a number of trends 
develop around executive remuneration. The proxy guidance 
agencies and largest institutional investors have driven many 
of these changes through their voting guidelines, and a 
number of other developments have been influenced by the 
2018 revised UK Corporate Governance Code (see the “Year 
in focus” section).

We have seen an increasing focus on the link between 
executive directors’ remuneration and that of the wider 
workforce. The majority of executive directors received 
base salary increases in the year which were in line with 
inflation and wider workforce increases at 2%-3% or below. 
While there were a small number of executive directors 
receiving higher increases, these were typically reflective 
of a broadening of responsibilities or part of a series of 
phased increases where a new executive was appointed on 
a below-market base salary (see the “Base salary” section). 
On the same theme, there has been a much-publicised push 
for executive directors’ pension arrangements to be aligned 
with the wider workforce, and we have begun to see this 
reflected in the data (see the “Pensions” section). From next 
year, companies will need to publish the ratio of CEO total 
pay to that of the upper quartile, median and lower quartile 
employee, which will provide a further tool for investors 

wishing to compare executive directors’ remuneration to that 
of the wider workforce. A number of companies chose to 
publish their ratio early on a voluntary basis (see the “Total 
remuneration” section).

Investors now expect companies to have overriding 
discretion to adjust (downwards) formulaic outturns under 
both annual bonus and long-term incentive plans. In our 
experience, annual bonuses have tended to be more 
discretionary in their nature whereas long-term incentive 
plans have tended to be more contractual in nature and 
therefore have not included such flexibility in their rules.  
We have been assisting a number of our clients in recent 
months with updating their plan rules to incorporate 
sufficient discretion, as well as ensuring that malus and 
clawback triggers are comprehensive and enforceable.  
There has also been pressure on remuneration committees 
to apply discretion when making long-term incentive awards 
to reduce award levels on a percentage-of-salary basis 
where the share price has decreased materially.

Share ownership guidelines of at least 200% of base salary 
have become the norm among the FTSE 100 (and across 
the main market more generally) over recent years and are 
increasing from that level. A more recent development has 
been around the extension of these beyond the cessation  
of employment. A number of companies have adopted 
‘post-cessation shareholding guidelines,’ with the most 
onerous of these guidelines extending the full guideline 
for two years post-cessation (see the “Share ownership 
guidelines” section).

With a team of some of the most experienced executive 
remuneration consultants in the UK, we can help our clients 
to consider all of these complex issues.

Sector breakdown of the FTSE 100

FTSE 31-100

FTSE 30
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Year in focus
After considerable build-up over recent years, 2018 saw the publication of two key 
documents; the revised UK Corporate Governance Code (the ‘Code’), published in 
July 2018, and The Companies (Miscellaneous Reporting) Regulations 2018, published 
in June 2018, which included amendments to the reporting regulations for Directors’ 
Remuneration Reports. Draft legislation, due to come into effect from 10 June 2019, 
will further amend the reporting regulations to implement changes required by the 
Shareholder Rights Directive II (‘SRD II’).

Both the revised Code and the amendments to the DRR Regulations came into effect  
for financial years beginning on or after 1 January 2019 and therefore companies with 
31 December 2019 year-ends, reporting in 2020, will be the first to report formally under 
the new rules (with SRD II effectively catching most companies a year later). On several 
points from both the Code and the amended regulations, a number of companies have 
reported on a voluntary basis in advance of the new rules coming into effect.

The UK Corporate Governance Code applies to all 
companies with a premium listing of equity shares, whether 
incorporated in the UK or elsewhere. It therefore applies 
to companies listed on the London Stock Exchange’s Main 
Market (including the FTSE All Share index) but not to 
companies listed on AIM.

The Code operates on a ‘comply or explain’ basis, as 
established by the Cadbury Report – the first version of the 
Code – in 1992. This means that companies can choose not 
to comply with a Provision of the Code but must explain the 
reasons for noncompliance. 

The draft version of the revised Code, published in 
December 2017, drew on the Financial Reporting Council’s 
(‘FRC’) 2016 Corporate Culture and Role of Boards Report, 
the Hampton-Alexander Review and the Parker Review and 
contained a number of changes which were requested by 
the Government’s response to the Green Paper Consultation 
on Corporate Governance Reform. Most of the changes 
which were seen in the draft Code were incorporated into 
the final version, although there were a small number of 
further changes were made for the final version of the 
revised Code.

The 2018 revised Code is significantly ‘shorter and sharper’ 
than the previous (2016) update – 15 pages versus 30 – but 
the core structure of the Code (being broad ‘Principles’ 
supported by more detailed ‘Provisions’) was retained.

The revised Code has five sections:

1. Leadership and purpose;

2. Division of responsibilities;

3. Composition, succession and evaluation;

4. Audit, risk and internal control; and,

5. Remuneration.

The press release which accompanies the release of the 
revised Code highlighted the following on remuneration:

The revised UK Corporate Governance Code

“To address public concern over executive 
remuneration, the new Code emphasises 
that remuneration committees should 
take into account workforce remuneration 
and related policies when setting director 
remuneration. Importantly formulaic 
calculations of performance-related 
pay should be rejected. Remuneration 
committees should apply discretion when 
the resulting outcome is not justified.”
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The Code outlined three broad Principles under the 
“Remuneration” section (Principles P, Q and R), stating that 
remuneration should support the company’s long-term 
strategy and values, that the process for determining senior 
employees’ pay should be transparent and independent and 
that remuneration committees should apply discretion when 
determining remuneration outturns as opposed to relying 
solely on formulaic outturns.

These Principles are supported by ten Provisions (Provisions 
32 – 41) which provide for the membership and 
responsibilities of the remuneration committee, certain 
elements of design of executive remuneration and contracts 
and the inputs into these decisions, and disclosure of the 
work of the remuneration committee.

Provision 32 states that remuneration committees should 
consist of a minimum of three independent non-executive 
directors or, in the case of smaller companies (one that  
is below the FTSE 350 throughout the year immediately  
prior to the reporting year), two independent NEDs. 
The draft version of the revised Code removed this 
lesser requirement for smaller companies, but this was 
reintroduced for the final version. This provision also  
includes a requirement for a new remuneration committee 
chair to have served on a remuneration committee for at 
least 12 months prior to appointment.

A significant change from the 2016 version of the Code is 
the expansion of the remit of remuneration committees 
required under the Code. Provision 33 states that this 
should include responsibility for “setting” (as opposed 
to “recommending and monitoring”) remuneration for 
senior management. Additionally, the Code states that 
the remuneration committee should “review workforce 
remuneration and related policies.” These two changes 
combined will impact on some companies more than others, 
but we think these are interesting developments and are in 
line with an increasing focus on fairness and alignment in 
discussions on pay.

Provision 34, which outlines the Code requirements on the 
setting of non-executive directors’ remuneration, is broadly 
unchanged from the previous version of the Code. In 
practice, the Chairman’s remuneration is typically set by the 
remuneration committee (excluding the Chairman, if he or 
she is a member), perhaps in conjunction with the executive 
directors, and the non-executive directors’ remuneration 
is set by the Chairman and executives. To date, fees for 
Chairmen and non-executive directors have received little 
focus from investors; these may start to come under more 
scrutiny, with ISS stating in its updated guidance (published 
in November 2018) that it will be giving a greater focus to 
fee levels than has been the case historically.

Under Provision 35, the remuneration committee should 
have the responsibility for appointing remuneration 
consultants and the consultants should be identified. The 
Provision also requires companies to disclose any other 
connection between the consultants and the company or 
individual directors. This requirement is unchanged from 
the 2016 version of the Code. A new addition refers to the 
need for committees to apply independent judgement when 
considering consultants’ advice although, in our experience, 
this is already the position.

The UK Corporate

Principles
P. Remuneration policies and practices should be designed 

to support strategy and promote long-term sustainable 
success. Executive remuneration should be aligned to 
company purpose and values, and be clearly linked 
to the successful delivery of the company’s long-term 
strategy.months.

Provisions 
32. The board should establish a remuneration committee 

of independent non-executive directors, with a 
minimum membership of three, or in the case of smaller 
companies, two. In addition, the chair of the board 
can only be a member if they were independent on 
appointment and cannot chair the committee. Before 
appointment as chair of the remuneration committee, 
the appointee should have served on a remuneration 
committee for at least 12 months.

33. The remuneration committee should have delegated 
responsibility for determining the policy for executive 
director remuneration and setting remuneration for the 
chair, executive directors and senior management [the 
executive committee or the first layer of management 
below board level, including the company secretary]. 
It should review workforce remuneration and related 
policies and the alignment of incentives and rewards 
with culture, taking these into account when setting  
the policy for executive director remuneration

34. The remuneration of non-executive directors should 
be determined in accordance with the Articles of 
Association or, alternatively, by the board. Levels 
of remuneration for the chair and all non-executive 
directors should reflect the time commitment and 
responsibilities of the role. Remuneration for all non-
executive directors should not include share options  
or other performance-related elements.

35. Where a remuneration consultant is appointed, this 
should be the responsibility of the remuneration 
committee. The consultant should be identified in the 
annual report alongside a statement about any other 
connection it has with the company or individual 
directors. Independent judgement should be exercised 
when evaluating the advice of external third parties 
and when receiving views from executive directors and 
senior management.
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Governance Code

Q. A formal and transparent procedure for developing 
policy on executive remuneration and determining 
director and senior management [the executive 
committee or the first layer of management  
below board level, including the company  
secretary] remuneration should be established.  
No director should be involved in deciding their  
own remuneration outcome.

R. Directors should exercise independent judgement 
and discretion when authorising remuneration 
outcomes, taking account of company and individual 
performance, and wider circumstances.

 

36. Remuneration schemes should promote long-term 
shareholdings by executive directors that support 
alignment with long-term shareholder interests. 
Share awards granted for this purpose should be 
released for sale on a phased basis and be subject 
to a total vesting and holding period of five years or 
more. The remuneration committee should develop 
a formal policy for post-employment shareholding 
requirements encompassing both unvested and 
vested shares.

37. Remuneration schemes and policies should enable 
the use of discretion to override formulaic outcomes. 
They should also include provisions that would 
enable the company to recover and/or withhold 
sums or share awards and specify the circumstances 
in which it would be appropriate to do so.

38. Only basic salary should be pensionable. The 
pension contribution rates for executive directors, 
or payments in lieu, should be aligned with 
those available to the workforce. The pension 
consequences and associated costs of basic salary 
increases and any other changes in pensionable 
remuneration, or contribution rates, particularly  
for directors close to retirement, should be  
carefully considered when compared with  
workforce arrangements.

39. Notice or contract periods should be one year or 
less. If it is necessary to offer longer periods to 
new directors recruited from outside the company, 
such periods should reduce to one year or less after 
the initial period. The remuneration committee 
should ensure compensation commitments in 
directors’ terms of appointment do not reward poor 
performance. They should be robust in reducing 
compensation to reflect departing directors’ 
obligations to mitigate loss.

There are two parts to Provision 36:

• Firstly, the Provision states that shares which vest under 
long-term incentives should not be fully realisable until 
at least five years from grant. Previously, the Code 
requirement had been to “consider” the application of 
a holding period, but the revised Code goes further. 
Although the majority of companies in the FTSE All Share 
operate a two-year holding period (taking vesting to five 
years from grant), there remain a number of companies 
which will need to consider introducing one.

• Secondly, Provision 36 states that remuneration 
committees “should develop a formal policy for post-
employment shareholding requirements.” The Investment 
Association has indicated that it expects each executive 
director’s shareholding guideline to apply in full for a 
period of at least two years post-cessation, although ISS 
has not made a firm recommendation on where it expects 
the market to move on this. A number of institutional 
investors have also stated a preference for continuing 
shareholding guidelines for a period beyond termination.

As highlighted in the accompanying press release to the 
revised Code, the use of remuneration committee discretion  
is a priority for the FRC in the revised Code. Provision 37 
encourages companies to enable their remuneration 
committees to apply such discretion to override formulaic 
outturns. In our experience, broad discretion is often 
outlined in Policies but is less often reflected in the  
relevant incentive plan rules.

Many of our clients are considering the terms of their 
annual bonus and long-term incentive plans to ensure 
there is sufficient flexibility to allow a holistic assessment of 
performance prior to outturns being confirmed. Companies 
will also need to consider the impact on the ‘incentive 
effect’ of their plans; in order for variable pay to act as a 
true incentive, individuals must trust that, if they and the 
company perform, they will receive a positive outturn. 
Institutional investors and proxy guidance agencies have 
stated that they will expect remuneration committees to 
apply discretion where appropriate, and to clearly disclose 
its use.

While many companies are responding to this through 
adding a discretionary override to existing arrangements, 
we would encourage companies to stress-test when the 
application of discretion may be appropriate. We have 
helped a number of companies to develop more bespoke 
approaches to ensuring that outturns are fully aligned with 
wider company performance.

There is a risk that executives’ long-term incentive awards 
are being ‘hit twice’ by any downturn in performance, 
with remuneration committees under pressure to apply 
discretion, not only to reduce outturns but also to make 
reduced awards where the share price has fallen materially 
in the year: ISS has been particularly vocal this year in 
criticising companies which have not scaled back awards to 
reflect a fall in share price, aligning its position with that of 
the Investment Association.
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The requirement under Provision 38 for only base salary 
to be pensionable and for remuneration committees to 
consider the impact of base salary increases on pension 
provisions are unchanged from the previous iteration of 
the Code. New in 2018, however, is the statement that 
“pension contribution rates for executive directors, or 
payments in lieu, should be aligned with those available to 
the workforce.” This is consistent with the views which we 
have been hearing from a number of institutional investors 
and proxy guidance agencies in recent years. The Investment 
Association, in its voting guidance issued in 2019, has 
stated that it will issue a Red Top, its most severe rating, 
to any resolution to approve a Directors’ Remuneration 
Policy where there is not an explicit commitment to align 
new executive directors’ pension arrangements with those 
of the majority of the workforce, and to any Directors’ 
Remuneration Report where a new appointee (from 1 
March 2019) has pension provisions above those of the 
workforce. While the IA acknowledges that it is more 
difficult to make changes to incumbents’ arrangements, 
it has stated that it will issue an Amber Top where an 
executive director’s pension contributions or cash in lieu are 
25% of salary or more. ISS is yet to issue specific guidance 
on pensions, and we expect this to form part of its updated 
guidelines when they are published later this year.

Provision 39 states that notice periods should be capped  
at one year or less and that compensation commitments  
do not reward poor performance. This Provision is 
unchanged from the previous version of the Code. 
Alongside Provisions 36 and 37, this Provision is aimed at 
avoiding payments for failure.

Provision 40 outlines six considerations for remuneration 
committees when determining executive directors’ 
remuneration; clarity, simplicity, risk, predictability, 
proportionality and alignment to culture. In practice, most 
remuneration committees are likely already considering 
many of these points although some may find it useful 
to create a formal ‘checklist’ based on these topics when 
making key decisions on design, implementation and 
disclosure of directors’ remuneration.

Finally on remuneration, Provision 41 states that the 
annual report (in practice, the Directors’ Remuneration 
Report) should contain a description of the work of the 
remuneration committee which should include a number  
of elements, including:

• How the executive directors’ remuneration links to 
strategy.

• Why the remuneration is appropriate. This should  
include pay ratios (see “Amended DRR Regulations”)  
and pay gaps.

• A description of how the committee has addressed the 
factors in Provision 40, discussed above. The Code asks 
for examples to support this.

• Whether the Directors’ Remuneration Policy operated as 
intended and, if not, what changes need to be made.

40. When determining executive director remuneration 
policy and practices, the remuneration committee should 
address the following: 

 • clarity – remuneration arrangements should be 
transparent and promote effective engagement with 
shareholders and the workforce; 

 • simplicity – remuneration structures should avoid 
complexity and their rationale and operation should be 
easy to understand; 

 • risk – remuneration arrangements should ensure 
reputational and other risks from excessive rewards, 
and behavioural risks that can arise from target-based 
incentive plans, are identified and mitigated; 

 • predictability – the range of possible values of 
rewards to individual directors and any other limits or 
discretions should be identified and explained at the 
time of approving the policy;

 • proportionality – the link between individual 
awards, the delivery of strategy and the long-term 
performance of the company should be clear. Outcomes 
should not reward poor performance; and

 • alignment to culture – incentive schemes should 
drive behaviours consistent with company purpose, 
values and strategy.

41. There should be a description of the work of the 
remuneration committee in the annual report, including: 

 • an explanation of the strategic rationale for executive 
directors’ remuneration policies, structures and any 
performance metrics; 

 • reasons why the remuneration is appropriate using 
internal and external measures, including pay ratios  
and pay gaps; 

 • a description, with examples, of how the 
remuneration committee has addressed the factors in 
Provision 40; 

 • whether the remuneration policy operated as 
intended in terms of company performance and 
quantum, and, if not, what changes are necessary; 

 • what engagement has taken place with shareholders 
and the impact this has had on remuneration policy  
and outcomes; 

 • what engagement with the workforce has taken 
place to explain how executive remuneration aligns with 
wider company pay policy; and 

 • to what extent discretion has been applied to 
remuneration outcomes and the reasons why.

 • a designated non-executive director.
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• What shareholder engagement took place in the year and 
whether this has impacted on the policy or outturns.

• What engagement has taken place with the workforce  
to explain how executive pay aligns with pay policy in  
the wider company. For most companies, this will be 
strongly linked to Provision 5 of the Code which relates  
to reporting on S.172 of the Companies Act and the 
board engaging with the workforce (see below).

• Details and rationale for any discretion which has been 
applied in the year.

As referenced above, Provision 5 of the Code requires 
company boards to “understand the views of the company’s 
other key stakeholders” in addition to shareholders and to 
“describe in the annual report how their interests and the 
matter set out in section 172 of the Companies Act 2006 
have been considered in board discussions and decision-
making”. For engagement with the workforce, one or a 
combination of the following methods should be used, as 
shown below.

Methods for engaging with the workforce

• A director appointed from the workforce;

• A formal workforce advisory panel;

If the board has not chosen one or more of these methods, 
it should explain what alternative arrangements are in place 
and why it considers that they are effective.

In our experience so far this year, companies have proactive 
in seeking to engage with employees in a way which will 
be most effective for them and which build on existing 
processes, rather than simply trying to ‘tick a box.’ This is 
an area which we expect to evolve naturally (but potentially 
materially) over the coming years.

The Companies (Miscellaneous Reporting) Regulations 2018, 
brought forward by the Business Secretary in June 2018 
included a small number of amendments to the reporting 
for Directors’ Remuneration Reports (‘DRRs’). The DRR 
Regulations apply to UK-incorporated companies which are 
listed on a recognised exchange.

CEO to employee pay ratio

Companies with at least 250 UK employees will need 
to disclose the ratios of CEO pay to the upper quartile, 
median and lower quartile paid employee. The comparison 
is to be made between the CEO’s single figure table total 
and employees’ pay and benefits, using one of three 
methodologies to identify the employee who sits at  
each quartile.

A. Calculate the single figure total for each UK employee 
and take the upper quartile, median and lower quartile 
of this dataset;

B. Use the Gender Pay Gap Reporting hourly pay data 
to identify which employee falls at each quartile 
and calculate the single figure total for these three 
employees;

C. Use data other than, or in addition to, the gender  
pay data to identify which employee falls at each 
quartile and calculate the single figure total for these 
three employees.

The Investment Association and LGIM have stated that  
they prefer option A, as it is the ‘purest’ approach and  
that the use of a different methodology would require  
clear justification.

In addition to the ratios, the absolute base salary and total 
pay and benefits figures are to be disclosed for the upper 
quartile, median and lower quartile employee.

The disclosure will build up each year until a rolling ten- 
year disclosure is made. An explanation will need to be 
provided for year-on-year changes and how the ratio at 
median relates to pay, reward and progression practices  
for employees.

Glass Lewis has included CEO pay ratios within its guidelines 
for 2019, although it stated that this will not have a material 
impact on its voting recommendations at this time.

The impact of share price on executive directors’ pay

Two new disclosures were proposed:

• For any portion of the annual incentives and/or long-
term incentives in the single figure table, the amounts 
(if any) that related to share price appreciation should 
be disclosed in the notes to the table. In practice, this 
typically applies only to performance share awards.

• Within the illustrations of application of remuneration 
policy (the ‘scenario charts’) an indication of the 
maximum remuneration receivable assuming share 
price appreciation of 50% over the long-term incentive 
performance period must be set out. While not strictly 
required, we expect most companies to include this as  
an additional bar in the chart.

Discretions

There is an existing obligation in the DRR Regulations 
to disclose any exercise of discretion on remuneration 
outcomes by the remuneration committee (in the auditable 
notes to the single figure total table).

The amended DRR Regulations require the exercise of 
such discretion to be disclosed additionally as an item 
in the introductory Annual Statement to the DRR by the 
remuneration committee chair.

The amended DRR Regulations
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European legislation – SRD II

With Brexit delayed beyond March 2019, the Government 
has published draft legislation – The Companies (Directors’ 
Remuneration Policy and Directors’ Remuneration Report) 
Regulations 2019 – which transposes the Shareholder Rights 
Directive II (‘SRD II’) into national law on 10 June 2019.

The Companies Act and reporting regulations already cover 
most of SRD II, although the main changes are:

• Remuneration for the Chief Executive Officer or Deputy 
Chief Executive Officer will need to be disclosed even if 
they are not a Main Board director.

• The Directors’ Remuneration Policy must explain the 
decision-making process followed for its determination, 
review and implementation, including measures to avoid 
or manage conflicts of interest and, where applicable, the 
role of the remuneration committee or other committees 
concerned except where this information is explained 
elsewhere in the Directors’ Remuneration Report.

• Any payment to a director outside of the approved Policy 
can only be made once approval has been obtained for 
an amendment to the Policy. Previously, payments could 
be provisionally made, subject to a later ratification by 
shareholders for that specific payment.

• The Single Figure Table will require two additional 
columns showing total fixed pay and total variable pay.

• Any changes to the exercise price or date of exercise of 
any share options held by directors will need to be noted. 
This will most likely be the result of a capital structure 
change which would already be explained (as it would 
also impact on the number of shares under award) so  
this will not generally require further action.

• The disclosure of the percentage change in remuneration 
for the CEO compared with the wider workforce is 
expanded to require the same disclosure for all directors 
individually (both executive and non-executive) compared 
with the average percentage change of employees of 
the company (as opposed to employees of the Group, as 
under the existing regulations) on a full-time equivalent 
basis. The explanatory notes to the legislation also state 
that a further comparison will be required to company 
performance, as measured by Total Shareholder Return, 
but this is not contained within the draft regulations. 
This disclosure will build (starting with financial years 
beginning on or after 10 June 2019) until a five-year 
disclosure is made on a rolling basis.

As it would be extremely unusual for non-executive 
directors to receive variable pay, their inclusion in this 
expanded disclosure will be unlikely to be of much interest 
to shareholders. That said, ISS has stated that it will consider 
increases in non-executive directors’ fees alongside increases 
to executive directors’ base salaries and those for the work-
force. Its guidelines also state that the fee level should not 
be excessive relative to similarly-sized companies in the same 
sector. This indicates to us a greater focus on non-executive 
directors’ fee levels than has previously been the case.

Paying for success
In March 2019, the Business, Energy and Industrial Strategy 
(“BEIS”) Select Committee published a report covering the 
second strand of its inquiry into “Delivering on fair pay”.  
The report contained a number of recommendations.

Simplify and reduce/cap executive pay

The report notes that increases in the realised pay of 
executives has been primarily driven by performance-related 
elements such as long-term incentives, and therefore argues 
for a simpler structure of executive pay “based on fixed term 
salary plus deferred shares, vesting over a long period, but 
subject to conditions to avoid ‘rewarding for failure.’”

The Investment Association states that a majority of its 
members are now willing to consider supporting the 
introduction of restricted shares if an appropriate strategic 
rationale is put forward but that it will challenge this if there 
has been a recent history of no vesting under the existing 
Performance Share Plan although, arguably, future prospects 
are a more important consideration than past performance. 
Its principles also highlight some more detailed expectations 
and, in particular, state the need for overriding discretion 
on vesting. The IA’s guidance notes that its members have 
mixed views on the need for a more formulaic underpin.

A pervading theme of the Select Committee report is  
the reduction and/or capping of executive remuneration.  
To support this goal, the report recommends:

• Absolute caps on total remuneration for executive 
directors should be set (and explained) by remuneration 
committees each year, with a new regulator (see below) 
in place to exert downward pressure, avoid unjustifiable 
payments and, if such payments are made, to ensure that 
they can be readily recovered.

• Over time, the proportion of variable pay “should be 
reduced substantially.” The Committee argues that there 
is a strong case for a cap similar to that which applies 
to financial services companies (i.e. 100% of fixed pay, 
which can be increased to 200% with shareholder 
approval), which could be applied via the UK Corporate 
Governance Code or new legislation. It does, however, 
acknowledge that the impact of pay regulation in the 
banking sector has been more to increase fixed pay than 
to reduce overall pay.

• The use of profit-sharing schemes should be increased to 
share profits “more evenly” amongst the workforce.

A tougher regulator

The report suggests the recommendation of the recent 
Kingman report that the FRC should be replaced with a 
new body – the Audit, Reporting and Governance Authority 
(‘ARGA’) – which is “tough on those companies which 
behave unreasonably on executive pay”. Indeed, the report 
makes a number of recommendations which are dependent 
on action by ARGA.
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Improved shareholder engagement

The report (somewhat unfairly, in our view) singles 
out remuneration committees for particular criticism in 
relation to the controversial examples of executive pay. It 
recommends that remuneration committees “engage early 
and meaningfully with major investors on executive pay.” In 
our experience, remuneration committee chairs often go to 
considerable lengths to engage with investors with mixed 
results. Indeed, in recent years, it has been some investors 
and proxy agencies which have not properly engaged with 
remuneration committees.

The report also argues that shareholders and, to a certain 
extent, proxy advisors are failing to provide effective 
stewardship of executive pay in investee companies. The 
FRC recently issued a consultation on a draft update to 
the Stewardship Code and a final version is expected to be 
published in Summer 2019. The Select Committee agrees 
with the Kingman report that this draft is “not fit for 
purpose” and proposes that:

• ARGA should revise the Stewardship Code to delivery 
effective engagement on executive pay;

• Regulators should apply the Stewardship Code “strictly 
and consistently”; and,

• Proxy advisors should tailor policy guidelines for individual 
investors “so as to resist excessive and poorly designed 
pay policies and awards.”

Workforce representation

The report argues that at least one employee representative 
should sit on the remuneration committee.

Expand pay ratio disclosures

The Select Committee is supportive of the disclosure of pay 
ratios, but argues that the current requirements should be 
expanded to:

• Include the lowest pay band as well as the quartile  
data; and,

• Widen the scope of the regulations beyond the listed  
sector to all companies with more than 250 employees 
(including Partnerships).

Financial services legislation  
– CRD V
The next update to the EU’s Capital Requirements Directive 
(‘CRD V’), is currently making its way through the EU 
legislative process. Current estimates are that the provisions 
may come into force in 2019 or 2020.

The draft CRD V will reduce the application of proportionality 
if the PRA and FCA apply these new proposals in full:

• The Tier 3 threshold will become €5 billion (from £15 
billion)

• The ‘de minimis’ for individuals will be reduced to €50,000 
(from £500,000)

• CRD V would reinforce the EU’s view that it is not possible 
to dis-apply the ‘bonus cap’ under proportionality (the 
UK’s current position is a challenge to the EU’s view). 
CRD V does this by saying that, under the new lower 
proportionality thresholds, only the rules on the following 
can be relaxed:

 i. delivery of 50% of variable pay in shares or instruments

 ii. deferral at 40%/60% of variable pay

 iii. discretionary pensions on retirement being held back

• The UK currently views proportionality as applying to the 
following, but this may no longer apply for CRD V:

 i. malus and clawback

 ii. buy-outs

 iii. the ‘bonus cap’
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2019 AGM 
season

We expect to see (and, indeed, have already begun to see) 
a number of companies making small, incremental changes 
to their Directors’ Remuneration Policies to comply with 
the recommendations of some institutional shareholders 

and proxy guidance services. We expect to see more 
material changes next year, when the majority of FTSE 100 
companies are due to renew their Policies as part of the 
normal ‘three-year cycle.’

With the first Directors’ Remuneration Policies being put to a shareholder vote at the 
2014 AGM season and the majority of companies renewing their Policies at the 2017 
AGM season, 2019 is once again ‘off-cycle’. Only 12 companies in the FTSE 100 have 
put a new Policy to vote so far this year. Nonetheless, the 2019 AGM season has already 
been busy for companies, institutional investors and proxy guidance services, with ever-
increasing levels of media coverage around executive remuneration.
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IVIS’ voting classifications

Blue

Amber

Red

Proxy guidance services

To enable a better understanding of how pay is being 
perceived by shareholders, we analyse the voting guidance 
distributed by two of the main advisory voting services:

• IVIS – the proxy guidance arm of the Investment 
Association (‘IA’). IVIS does not make voting 
recommendations, but awards each annual report  
a Blue Top, an Amber Top or a Red Top to indicate 
whether there are any issues which require shareholders’ 
attention. An Amber Top indicates some breach of the 
IA’s guidelines (which is material but not necessarily a 
cause for significant concern) and a Red Top (being its 
most severe warning) indicates a significant breach of the 
guidelines. In rare situations, IVIS awards a Green Top, 
indicating that there was a cause for concern which has 
subsequently been clarified with the company.

• ISS – Institutional Shareholder Services. ISS makes voting 
recommendations to its members (either a For, Against 
or Abstain recommendation). Over the last few years, 
ISS has indicated that it has been issuing fewer Abstain 
recommendations than has previously been the case.

The following two charts show the voting guidance 
distributed by IVIS and ISS. Note that, at the time of writing, 
not all companies in the FTSE 100 have had their IVIS and 
ISS reports published and so the data for this year represents 
only a sample of the FTSE 100. ISS and IVIS present a 
separate analysis for each resolution so, for the 2019 AGM 
season, we have shown these separately. On a historic basis, 
we have shown the most critical of the recommendations 
for the Remuneration Policy and the Remuneration Report 
resolutions, i.e. a company which receives a Blue Top for its 
Policy and an Amber Top for its Report will show as Amber.

ISS’ voting recommendations

For

Abstain

Against

2010

2013

2012

2011

2014

2015

2016

2017

2018

2019

Policy 2019

Report 2019

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2010

2013

2012

2011

2014

2015

2016

2017

2018

2019

Policy 2019

Report 2019

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%



18 FTSE 100 Directors’ Remuneration

Support for the (binding) Remuneration Policy resolution 2019

Including Abstentions

Excluding Abstentions

Voting outcomes for remuneration resolutions

Remuneration resolutions are ‘ordinary resolutions’,  
meaning that they require 50% of votes cast to be in 
favour in order to pass. These calculations do not include 
abstentions. In order to see the full picture, our analysis 
below calculates the level of support both excluding and 
including abstentions.

The charts below present the voting outcomes at the 2019 
AGM season so far (once again this only represents a  
sample of the FTSE 100) as, at the time of writing, not all 
AGMs have taken place. The first chart shows the level of 
support for the binding Remuneration Policy resolution 
(where such a resolution has been put to a vote) and 
the second shows the level of support for the advisory 
Remuneration Report resolution.

These two graphs highlight some interesting points:

• IVIS has awarded a Red Top to 6% of companies in the 
FTSE 100 in the AGM season so far and an Amber Top 
to 75% of companies (compared with 54% last year 
and 46% the year before). This means that only 19% of 
companies in the FTSE 100 have received a Blue Top in the 
AGM season so far.

• With three-quarters of companies receiving an Amber 
Top, we believe this presents a challenge to IVIS’ members. 
We have seen 81% of the FTSE 100 flagged as breaching 
some element of the IA’s policy on either the Remuneration 
Policy or Remuneration Report, meaning that there is no 
differentiation between a minor breach of a technical 
point and a more significant breach of one of the IA’s key 
principles (unless deemed significant enough to merit a 
Red Top). This makes it difficult to take an Amber Top too 
seriously, despite press commentary sometimes referring to 
an Amber Top as cause for a ‘revolt.’ This is important for 
companies when considering their risk appetite for adverse 

external comment, as a Blue Top essentially requires full 
compliance with all ‘best practice’ developments. Indeed, 
a significant proportion of companies are now receiving 
an Amber Top simply because an executive director has a 
pension allowance of 25% of salary.

• Support levels from ISS are not significantly changed in 
2019 compared with the prior year; 13% of companies 
received an Against recommendation (2018: 13%), 
although no companies received a recommendation to 
Abstain (2018: 4%). 87% of companies have received a 
recommendation to vote “For” in the 2019 AGM season 
so far. An ISS Against recommendation is significantly more 
correlated with significant shareholder dissent than an 
Investment Association Red Top.

In recent years, Glass Lewis has become increasingly 
influential and, when advising clients, we would similarly 
analyse the likely reaction to any proposals. However, due to 
different licencing conditions, it is not possible to include an 
equivalent chart in our surveys.
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Support for the (advisory) Remuneration Report resolution 2019

Including Abstentions

Excluding Abstentions
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Companies are receiving lower levels of support for AGM 
remuneration resolutions than has previously been the case, 
although the vast majority have received over 80% of votes 
in favour. The data highlights some interesting points.

• In the FTSE 100, there have been only two incidents in the 
2019 AGM season so far of binding resolutions to approve 
a Remuneration Policy receiving fewer than 80% of votes 
in favour, although only a small number have held a 
binding vote so far this year.

• 40% of Remuneration Policy resolutions and 52% of 
Remuneration Report resolutions received over 95% 
of votes in favour among the FTSE 100 this year. Even 
if abstentions are aggregated with votes against, this 
becomes 30% and 42%, respectively.

• 66% of Remuneration Report resolutions in the FTSE 
100 received over 90% of votes in favour. In 2018, 76% 
received at least 90% support.

• There have been a number of instances of significant 
dissent among Remuneration Report resolutions for FTSE 
100 companies this year, with four companies receiving 
less than 60% of votes in favour of their Remuneration 
Reports. Indeed, one of these companies had its 
Remuneration Report resolution voted down.

It is worth noting that any company which receives a 
significant vote against its Remuneration Policy and/or 
Report is required under the DRR Regulations to explain, 
when announcing the results, what actions it intends to take 
to consult shareholders in order to understand the reasons 
for the significant vote against. It must also provide an 
update on the views received from shareholders and actions 
taken within six months after the shareholder meeting. It 
should then provide a final summary in the annual report on 
what impact the feedback has had on the decisions taken 

and any actions taken in response to the concerns. The 
revised UK Corporate Governance Code defines ‘significant’ 
as at least 20% of votes against, with some commentators 
suggesting that abstentions should be aggregated with 
votes against for these purposes, despite that not being the 
strict legal position.

14 companies received less than 80% support for either 
the policy or implementation report last year and 13 of 
these have subsequently published their subsequent annual 
report and accounts. Of those which have published 
another annual report, 12 have commented on how they 
have responded to this dissent in the annual report, with 
comments either featuring prominently in the Chairman’s 
letter or in the Statement of Shareholder Voting section in 
the remuneration report. Any company receiving more than 
20% of votes against any resolution (not necessarily on 
remuneration) is now included on the IA Register, and 9 of 
the companies which received significant dissent last year 
has since provided an update to the IA.

Any company which has its Remuneration Report voted 
down is obliged to put its Remuneration Policy to a binding 
shareholder vote in the following year if it has not done  
so at the AGM in question. So far, one FTSE 100 company 
has had its Remuneration Report voted down in the 2019 
AGM season. 

The process of, and expectations from, consultation with 
institutional shareholders and the proxy guidance services 
are changing. It is no longer viable to simply ‘sell’ a firm 
proposal. In our experience, better consultations genuinely 
involve open exchanges of views and dialogue, with initial 
proposals being open to refinement in light of feedback 
received. FIT’s partners have decades of experience 
supporting remuneration committees through this process.
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Setting base salary at an appropriate level is very important, 
with much scrutiny from institutional investors and proxy 
guidance services over any increases. It is important always 
to consider base salary in the context of the remuneration 
package as a whole – as an increase to base salary can 

often flow through into pension, annual bonus  
opportunity and the value of long-term incentive awards – 
and to consider any increases in the context of pay for the 
wider workforce.

The tables below present a quartile analysis of executive 
directors’ base salaries in the FTSE 100.

Base salary is a particularly important element of executive remuneration as it forms the 
basis for most other aspects of an executive director’s remuneration package (as other 
elements of the remuneration package are often expressed as a percentage of base salary).

The median base salary for CEOs in the FTSE 100 fell by 
4.6%. This reduction was primarily driven by changes in 
the constituents of the FTSE 100 index, with a number 
of companies which paid above-median base salaries 
being replaced with companies paying base salaries below 
the median. In addition, several companies in the FTSE 
100 appointed a new CEO on a lower base salary than 
their predecessor. The median base salary for CFOs was 
unchanged in the year and the median for other executive 
directors was 4.4% lower than in 2018, largely driven by a 
change in the sample.

The DRR Regulations require every element of the Directors’ 
Remuneration Policy to be capped, either in absolute terms 
or otherwise, although the majority of companies in the FTSE 
100 do not disclose a cap on base salary. Of the companies  
 
 

in the FTSE 100 which do disclose a cap on salaries, 58% 
now apply a ‘hard’ cap while the remainder apply a ‘soft’ 
cap, meaning that the company retains some flexibility to 
exceed this under certain circumstances (such as a material 
change in responsibilities, or to allow the company to recruit 
an inexperienced executive director on a below-market base 
salary and to move this towards a more competitive level 
over time).

The following table analyses the relationship between 
the salary of the CEO and the other directors; it displays 
a quartile analysis of the relationship between the Chief 
Executive Officer’s base salary and that of the Chief Financial 
Officer and the other executive directors on a company-by-
company basis. Where a company has more than one other 
executive director, the average base salary has been used.

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper Quartile £1,108 £717 £726 £1,333 £898 £1,229 £930 £575 £567

Median £898 £570 £562 £1,192 £767 £821 £801 £505 £496

Lower Quartile £743 £475 £439 £1,080 £718 £747 £687 £452 £408

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper Quartile £1,087 £716 £733 £1,346 £917 £1,239 £874 £573 £585

Median £857 £570 £537 £1,212 £770 £808 £800 £500 £505

Lower Quartile £743 £477 £451 £1,085 £718 £702 £662 £449 £425

Base salary 2018/19 (£’000)

Base salary 2017/18 (£’000)
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Base salary expressed as a % of CEO base salary 2018/19

Increases in executive directors’ base salaries are subject to 
intense scrutiny, particularly those which are above inflation 
or above the increases for the wider workforce. The table 
below presents a quartile analysis of the levels of  

salary increase for executive directors for 2019. This data 
represents a matched sample, so excludes cases where a 
new executive director has been appointed or where an 
individual has changed role.

22% of CEOs in the FTSE 100 did not receive salary 
increases in the year (21% of CFOs and 20% of other 
executive directors). The following charts show that base 

salary freezes were more common in the FTSE 30 than the 
FTSE 31-100 and that above-inflationary salary increases 
remain uncommon across the FTSE 100. 

Base salary increases for 2018/19 (%)

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper Quartile 3.0% 3.0% 4.0% 3.0% 2.7% 3.0% 3.0% 3.0% 4.5%

Median 2.5% 2.5% 3.0% 2.4% 2.0% 3.0% 2.5% 2.8% 3.0%

Lower Quartile 1.9% 2.0% 2.0% 0.0% 0.0% 2.0% 2.0% 2.0% 2.0%

Last year’s median 2.0% 2.5% 2.5% 2.0% 2.5% 3.0% 2.0% 2.4% 2.0%

 FTSE 100 FTSE 30 FTSE 31-100

 CFO OD CFO OD CFO OD

Upper quartile 72% 74% 69% 79% 72% 74%

Median 66% 65% 66% 65% 66% 65%

Lower quartile 61% 56% 60% 56% 62% 57%

Last year’s median 66% 66% 66% 68% 65% 66%

Base salary increases in the FTSE 30 (% of companies)

Base salary increases in the FTSE 31-100 (% of companies)
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As can be seen, the majority of salary increases have 
been aligned with the wider workforce. Such a focus on 
salary inflation is already starting to have a negative and 
unforeseen consequence on pay inflation more generally; 
some companies which would prefer to review executive 

 
 

directors’ remuneration triennially, alongside the approval 
of the Directors’ Remuneration Policy, are finding that the 
award of a modest, annual increase is less likely to attract 
criticism than a higher increase every three years.

Differential in base salary increases for the CEO and the wider  
workforce 2018/19 (percentage points)

Of the executives who were awarded a salary increase in 
the year, the majority received an increase of between 1% 
and 3%, broadly in line with inflation. Institutional investors 
and proxy guidance agencies are increasingly comparing 
executive directors’ salary increases with those available 
to the wider workforce, with remuneration committees 
expected to offer a thorough justification for any increases 
in excess of this level. The chart below shows the differential 

between base salary increases (in percentage terms) for 
the Chief Executive Officer and the average increase for 
UK employees on a forward-looking basis, where this 
has been disclosed. A positive differential means that the 
CEO received a higher base salary increase than the wider 
workforce, and a negative differential means that the 
increase was lower for the CEO.
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The Investment Association expects an explicit commitment 
to align new executive directors’ pension arrangements with 
those of the majority of the workforce when a company 
puts a new Directors’ Remuneration Policy to vote, and 
for any new appointees to have pension provisions in line 

with those of the workforce. While the IA acknowledges 
that it is more difficult to make changes to incumbents’ 
arrangements, where an executive director’s pension 
contributions or cash in lieu are 25% of salary or more,  
it is issuing an ‘Amber Top’ warning.

The 2018 UK Corporate Governance Code included a statement that pension contribution 
rates for executive directors should be aligned with those available to the workforce. 
Although some institutional investors and proxy guidance agencies have acknowledged 
that it is more difficult to make changes to incumbents’ arrangements than to implement 
these changes on appointment, pressure is increasing on companies to make at least 
some movement towards alignment for incumbents.

Pensions
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We expect to see a further reduction in the prevalence of 
Defined Benefit pensions over the coming years as executive 
directors leave their roles, as such plans have already been 
closed to new joiners. The median tenure of an executive 
director participating in a Defined Benefit pension plan is 
over 20 years, compared with under 7 years for an executive  
 

director receiving a Defined Contribution pension and/or 
cash supplement.

The table below presents a quartile analysis of the value 
of pension provision (excluding those in a wholly defined 
benefit scheme) as a percentage of base salary.

We have seen some reduction in the median pension 
contribution, with the median contribution for CEOs in the 
FTSE 100 reduced to 21% of salary from 25% previously. 
We expect to see this reduce further in the coming years, 

as new executive directors are appointed with pension 
provisions which are aligned with the wider workforce 
and as some incumbent executive directors’ pension 
contributions are reduced.

Pension provision 2018/19 (% of base salary)

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper Quartile 25% 25% 25% 30% 26% 29% 25% 25% 25%

Median 21% 20% 19% 25% 25% 22% 20% 20% 17%

Lower Quartile 15% 15% 12% 18% 20% 14% 15% 14% 12%

Last year’s median 25% 24% 20% 27% 26% 25% 25% 20% 20%

A number of the FTSE 100 published their Annual Reports 
and Accounts prior to these changes in the UK Corporate 
Governance Code and subsequent voting guidance from 
investors and proxy guidance agencies and, among those 
companies with a December 2018 year-end, only a minority 
have put a new Directors’ Remuneration Policy to vote.  
We therefore expect to see further change over the next 
year, as a significant number of FTSE 100 companies will 
consider changes to pension provisions as part of a wider 
Policy review this year.

A small number of companies in the FTSE 100 continue to 
operate Defined Benefit plans. With regard to alignment 
with the workforce, these will need more careful and 
bespoke consideration from both remuneration committees 
and investors and analysts.

The charts below show the types of plans provided to 
Executive Directors in the FTSE 30 and the FTSE 31-100.

Types of pension for executive directors  
in the FTSE 30 2018/19  
(% of executive directors)

Types of pension for executive directors  
in the FTSE 31-100 2018/19  
(% of executive directors)
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Annual bonus opportunity

Maximum annual bonus opportunity 2018/19 (% of base salary)

Target annual bonus level 2018/19 (% of maximum)

While a small number of companies operate uncapped 
‘profit pool’ bonuses, the vast majority of companies in the 
FTSE 100 determine an annual maximum bonus opportunity 
as a percentage of salary for each Executive Director.  

A portion of the annual bonus becomes payable following 
the year-end, subject to performance measures and, often, 
continued employment, with a part of the annual bonus 
typically deferred into shares for a number of years.

As many companies pay annual bonuses in a combination 
of cash and deferred shares, it is important to consider the 
total award level in aggregate. The table below presents 

a quartile analysis of the total maximum annual bonus 
opportunity as a percentage of salary.

Maximum annual bonus opportunity has not changed 
significantly in the year. The median opportunity increased 
by 5% of salary for CEOs in the FTSE 100, reflecting 
changes in the sample rather than companies increasing  
the bonus opportunity for their executive directors.

The following table shows a quartile analysis of the  
annual bonus levels payable for achieving target 
performance, as a percentage of maximum opportunity 
(where this is disclosed).

The median target annual bonus level is 50% of  
maximum opportunity. ISS has indicated that it favours 
companies paying no more than 50% of maximum for  
on-target performance.

The table below presents a quartile analysis of absolute 
target annual bonus levels. This analysis uses the target  

bonus level where one is disclosed (two-thirds of the FTSE 
100) and assumes the median position of 50% of maximum 
opportunity where the target level is not disclosed. Where 
neither a target bonus level nor a maximum opportunity is 
disclosed, the single figure annual bonus (being the annual 
bonus paid with respect to performance in the previous 
year) is assumed to be the on-target level.

Annual bonus

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper Quartile 200% 200% 200% 225% 200% 200% 200% 200% 200%

Median 185% 162% 152% 200% 195% 178% 180% 150% 150%

Lower Quartile 150% 150% 150% 182% 153% 131% 150% 150% 150%

Last year’s median 180% 160% 150% 200% 190% 175% 180% 150% 150%

An overwhelming majority of Executive Directors in the FTSE 100 are eligible to receive 
an annual bonus, subject to performance in the year. Annual bonuses are typically  
paid partly in cash following the year-end, with the balance deferred into shares in  
the company.

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper Quartile 57% 60% 56% 56% 60% 50% 57% 58% 57%

Median 50% 50% 50% 50% 50% 50% 50% 50% 50%

Lower Quartile 50% 50% 50% 50% 50% 50% 50% 50% 50%
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Target annual bonus levels are unchanged at median for 
CEOs and CFOs across the FTSE 100, although in the FTSE 
30 the median target bonus increased by 10% for CEOs 
and 12% for CFOs. The data for other executive directors is 
more variable year-to-year due to the smaller sample size.

Under the DRR Regulations, companies are required to 
disclose the monetary value of any annual bonus which has 

been awarded based on performance in the relevant year. 
This includes the value of any cash bonus paid and the face 
value of any deferred shares at the date they  
were determined.

The table below presents a quartile analysis of these ‘single 
figure’ annual bonus values paid.

The median bonus paid to CEOs in the year is 2.6% 
lower than in 2017, while for CFOs it is 3.1% higher. The 
differential between the median bonus paid to a CEO in the 
FTSE 30 and a CEO in the FTSE 31-100 has narrowed slightly 
compared with last year, with the median bonus in the FTSE 
30 now 95% higher than in the FTSE 31-100 (2017: 102%). 
This was driven by the 3.5% increase in median bonus paid 
to CEOs in the FTSE 31-100; by contrast, the median in the 
FTSE 30 was broadly unchanged.

In addition to the value of annual bonus paid, the DRR 
Regulations also require companies to disclose the annual 
bonus awarded to the CEO as a percentage of the maximum 
annual bonus opportunity over a rolling period of ten  
years. The chart below shows a quartile analysis of the  
levels of annual bonus paid as a percentage of maximum 
over the period.

Target annual bonus level 2018/19 (£’000)

Levels of annual bonus paid (% of maximum)

Single figure annual bonus paid 2018 (£’000)

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile £1,226 £731 £774 £1,569 £893 £802 £914 £545 £625

Median £850 £498 £457 £1,289 £823 £696 £751 £416 £430

Lower quartile £656 £369 £340 £1,104 £680 £583 £584 £338 £325

Last year’s median £850 £497 £425 £1,173 £733 £783 £734 £436 £380

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile £1,639 £923 £793 £1,967 £1,248 £1,587 £1,156 £669 £638

Median £1,059 £663 £540 £1,672 £927 £1,053 £857 £581 £402

Lower quartile £628 £450 £316 £1,244 £787 £687 £506 £332 £251

Last year’s median £1,087 £643 £576 £1,669 £890 £1,190 £828 £496 £545
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Deferral

Compulsory deferral 2018/19 – including all companies (% of annual bonus)

Compulsory deferral 2018/19 – including companies which operate deferral only  
(% of annual bonus)

The practice of investing a portion of the annual bonus 
in exchange for an award of ‘matching shares’ (which 
historically vested subject to continued employment and 
performance targets) has now firmly become minority 
practice in the FTSE 100 (see the “Long-Term Incentives” 
section). A portion of an executive director’s annual bonus 
is now typically invested into shares without a matching 
element, with the deferred element of the bonus typically 
released after 3 years (the ‘deferral period’).

In the FTSE 100, 87% of companies now operate deferral on 
a part of the annual bonus. The portion of the annual bonus 

which is deferred is typically determined as a percentage 
of the total bonus earned (for example, 50% of any annual 
bonus payable is deferred into shares), although some 
companies defer any bonus in excess of a particular amount 
(for example, any bonus in excess of 100% of salary is 
deferred into shares). We therefore analyse deferral at both 
target and maximum performance levels. The following 
tables present a quartile analysis of the percentage of 
annual bonus which is compulsorily deferred. The first table 
includes all companies, whereas the second includes only 
those which operate compulsory deferral.

Of those which operate bonus deferral, 60% defer at least 
half of any bonus payable. The most common position in 
the FTSE 100 is to defer 50% of any bonus.

On-target level Maximum level

CEO CFO OD CEO CFO OD

Upper quartile 50% 50% 50% 50% 50% 50%

Median 40% 50% 50% 50% 50% 50%

Lower quartile 33% 33% 33% 33% 33% 40%

On-target level Maximum level

CEO CFO OD CEO CFO OD

Upper quartile 50% 50% 50% 50% 50% 50%

Median 50% 50% 50% 50% 50% 50%

Lower quartile 33% 33% 40% 37% 33% 40%

Measuring performance

The DRR Regulations require companies to disclose both the 
performance measures for annual bonuses and the targets 
for those measures on a prospective and a retrospective 
basis. Companies may, however, choose not to disclose 
the measures or the targets on the grounds of ‘commercial 
sensitivity’. Within the FTSE 100, thorough retrospective 
disclosure of performance measures and targets is now 
common, with over 90% of companies disclosing the 
measures and (at least some) targets. Almost all companies 
continue to use the ‘commercial sensitivity’ carve-out to 
avoid making thorough disclosures on a prospective basis.

Both ISS and the Investment Association have stated that 
they expect companies to disclose the threshold, target and 
maximum performance levels for each financial measure.  
 

60% of companies in the FTSE 100 now fully disclose the 
targets for all financial measures on a retrospective basis.

The last few years have seen an increased focus on the 
disclosure of non-financial objectives and, in particular, 
personal objectives. This trend has continued, with 
companies now expected to make more detailed disclosures 
of non-financial objectives, how they link to strategy and 
the levels of achievement against these objectives.

It is common for companies to use multiple performance 
measures for the annual bonus, with companies typically 
using at least three.

The chart below provides a breakdown of the types of 
financial performance measures used in annual bonus  
plans among companies in the FTSE 100.
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Type of financial performance measures in annual bonus plans (% of plans)

As can be seen above, the vast majority of companies in 
the FTSE 100 use an income statement measure. The chart 
below shows where on the income statement companies 
are measuring performance. Measures which are ‘higher’ 

on the income statement are often considered to be more 
directly within management’s control, whereas measures 
which are ‘lower’ on the income statement are seen as  
more closely aligned with the shareholders’ experience.

Income statement performance measures in annual bonus plans (% of plans)

After income statement measures, the use of non- 
financial measures is most common. Where non-financial 
measures are used, they tend to represent around 20-30% 
of the bonus opportunity. These non-financial measures  
are commonly expressed as ‘personal targets’ and  
‘strategic objectives.’

Common non-financial performance measures include 
employee and customer metrics, health & safety targets,  
risk measures and succession planning. 

Income statement 
measure

Non-financial 
measures

Cashflow Return measure Sector-specific 
measures

Costs Other Margin
0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Revenue

EBITDA

EBIT

PBT

PAT

EPS

Divisional measure

0% 5% 10% 15% 20% 25% 30% 35%



FTSE 100 Directors’ Remuneration30

Non-financial performance measures in annual bonus plans (% of plans)

The FRC made it clear in the revised UK Corporate 
Governance Code and the accompanying press release that 
it sees the use of remuneration committee discretion as a 
priority, with the Code encouraging companies to enable 
their remuneration committees to apply such discretion 

to override formulaic outturns in variable remuneration. 
Three-quarters of companies in the FTSE 100 explicitly state 
in their Directors’ Remuneration Reports that they have 
the flexibility to override the formulaic outturns under the 
annual bonus plan.

Other common measures include cashflow, return measures 
(such as Return on Equity, Return on Capital Employed or 
Return on Net Assets) and sector-specific measures (such 

as Total Property Return within the Real Estate sector or 
cost:income ratio within Banking).

Companies almost unanimously include provisions for 
malus and/or clawback in their annual bonus plans, i.e. the 
ability to withhold or reclaim (respectively) values delivered 
under the annual bonus under certain circumstances. Such 
circumstances typically include the company becoming 
aware of material facts which would lead to the view that 
the annual bonus outcome should have been different, 

or circumstances come to light which would justify the 
company’s summary dismissal of an individual.

Following recent, high-profile cases in the press, a number 
of companies have been reviewing and updating their malus 
and clawback provisions. The Investment Association is 
encouraging companies to review the triggers for malus  
and clawback and to test their enforceability.

Malus and clawback

Remuneration committee discretion

Productivity

Specific project delivery

Brand & Reputation

ESG measures

Operational measures

Succession planning

Risk measures

Stakeholder management

Sales

Health & Safety

Customer measures

Employee measures

Group measures

Personal measures

0% 10% 20% 30% 40% 50% 60% 70%

The chart below provides a breakdown of the most 
commonly disclosed non-financial measures.
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Long-term incentives

LTIs can be structured in a number of ways, all of which 
carry both advantages and disadvantages. In spite of the 
overwhelming proportion of FTSE 100 companies utilising 
performance shares, we do not believe that a PSP is the 

best choice for all companies (although they may remain 
appropriate for many) and we continue to believe that other 
LTI structures may have merit for certain companies.

Despite calls for companies to be given more freedom to operate more bespoke pay 
arrangements and to implement pay structures which are more appropriate for each 
company’s business plan and circumstances, long-term incentives (‘LTIs’) in the FTSE 100 
remain overwhelmingly structured as Performance Share Plans (‘PSPs’), with 91% of 
companies making awards of performance shares.

We categorise the LTI structures as follows:

• Performance Share Plans (“PSPs”) – performance 
shares, in the form of free shares or nil- or nominal-
cost options, vest at the end of a set time period (the 
‘performance period’) to the extent to which performance 
measures are satisfied and subject to continued 
employment. Participants receive the whole value of  
any vested shares.

• Pre-Grant Share Plans (“PGSPs”) – the grant of pre-
grant performance shares is dependent on performance 
measures over a period prior to grant (the ‘performance 
period’), with shares vesting at the end of a set time 
period (the ‘vesting period’) subject only to continued 
employment. Participants receive the whole value of any 
vested shares.

• Share Option Plans (“SOPs”) – share options, granted 
with an exercise price based on the market price at grant, 
vest at the end of the performance period to the extent 
to which performance measures are satisfied and subject 
to continued employment. Share options typically remain 
exercisable for a set period of time (the ‘exercise period’). 
Participants receive only the increase in value of any 
vested shares above the exercise price. 
 
 
 
 
 
 

• Matching Share Plans (“MSPs”) – an amount is 
invested in shares (‘investment shares’) by the participant, 
either out of the participant’s own funds or through the 
deferral of a portion of his or her annual bonus, and 
matching shares are granted at a set ratio (for example, 2 
matching shares for every 1 investment share). Matching 
shares vest at the end of the performance period to the 
extent to which performance measures are satisfied and 
subject both to continued employment and the continued 
holding of the investment shares. Investment shares are 
not ordinarily forfeitable. Participants receive the whole 
value of any vested shares.

• Restricted Share Plans (“RSPs”) – restricted shares, in 
the form of free shares or nil- or nominal-cost options, 
vest at the end of a set time period (the ‘vesting period’) 
subject only to continued employment. Participants 
receive the whole value of any vested shares. Increasingly, 
however, these may be subject to performance underpins 
and so may arguably be closer to a PSP than to pure 
restricted shares.

• Value Creation Plans (‘VCPs’) – Value Creation Plans 
are typically one-off, end-to-end plans under which the 
participant receives a share of the upside in any value 
generated for shareholders. Following high-profile cases 
where such plans have resulted in significant payments, 
there have been calls for companies to include absolute 
caps on the outturns under such plans.
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Long-term incentives available to executive directors 2018/19 (% of companies)

The chart below shows a breakdown of the LTI structures 
used by companies in the FTSE 100.

Awards over ‘traditional’ performance shares are made by 
the overwhelming majority of companies in the FTSE 100, 
continuing the trend seen in recent years. We have begun 
to see some movement towards the introduction of more 
‘bespoke’ pay arrangements, although these remain a small 
minority of plans.

One variation on a traditional PSP is to make awards based 
on performance prior to grant and then to determine 
vesting based only on continued employment. While we 
have only identified one company in the FTSE 100 which 
currently makes awards of pre-grant performance shares, 
we note that some deferred bonus arrangements could be 
categorised in this way. Such awards may become more 
common over the next few years, with more flexibility 
typically allowed when setting and disclosing performance  
measures and targets and a greater ability for remuneration 
committees to judge performance ‘in the round’. 

That said, as these plans become more established,  
this flexibility may be reduced, and greater scrutiny may  
be applied.

Share Option Plans have made up only a small minority 
of LTIs in the FTSE 100 for many years now. While share 
options have certain advantages over performance shares 
(mainly that share options only deliver value to participants 
if the share price increases beyond the exercise price, so 
cannot be seen to ‘reward failure’), only two FTSE 100 
companies award share options to their executive directors.

The use of matching shares has been discouraged by 
institutional investors and proxy guidance services in recent 
years, in part because MSPs have historically been used 
alongside another plan. Calls for ‘simplicity’ have often been 
interpreted as calls for companies to operate only one LTI, 
with the combination of a PSP and an MSP being seen as 
‘complex’. Awards are now made to executive directors under 
Matching Share Plans at only two FTSE 100 companies.
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Following support in principle from a number of institutional 
investors and proxy guidance services, we have begun to 
see some movement towards restricted share awards for 
executive directors, with six companies in the FTSE 100 
making awards over restricted shares to executive directors. 
While this report solely covers practice for Main Board 
directors, we note that, in our experience, a significant 
minority of companies operate RSPs for below-Board 
executives. Indeed, we have assisted numerous companies 
with the roll-out of such arrangements below-Board 
and we anticipate this trend continuing. We suspect that 
shareholders will increasingly be supportive of further 
proposals as investors think through their view on such plans, 
particularly given the increasing focus on overall quantum, 
although these may require performance underpins and/or a 
higher level of discount from PSP award levels than the 50% 
originally suggested by the ERWG.

An alternative to the long-term structures listed above 
is that of removing long-term incentives altogether and 
consolidating the LTI quantum in to the annual bonus to 
create a plan with a significant portion of the annual bonus 
deferred into shares which we refer to as a ‘Combined Plan’. 
A FIT partner helped to pioneer this type of remuneration 
structure for Kingfisher in 2002 and we have identified 
two companies in the FTSE 100 which are operating such 
arrangements in 2019.

The overriding theme of the ERWG report, which reignited 
the debate around long-term pay structures, is that both 
companies and shareholders should adopt more flexible 
thinking in how executive pay – and long-term incentive  
pay in particular – is structured. We have argued for  
greater innovation for a number of years and we echo  
this sentiment.

Although only a limited number of companies operate more 
than one LTI, to determine overall award levels it is important 
to consider the aggregate value of awards to be granted in a 
given year under all plans.

 

The table below presents a quartile analysis of the face value 
of awards under PSPs to Executive Directors. Other types  
of plan, including share options, matching shares and 
restricted shares, have been included on a ‘PSP-equivalent’ 
basis, being the PSP face value which would result in an 
equivalent ‘fair value’.

The following table presents a quartile analysis of the total 
fair value of LTIs which are awarded to Executive Directors 
under all LTI structures.

Face value of PSP awards 2018/19 (% of base salary)

Value of LTI awards 

Fair value of PSP awards 2018/19 (% of base salary)

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile 350% 300% 280% 450% 400% 300% 300% 250% 250%

Median 250% 225% 205% 358% 285% 269% 249% 200% 200%

Lower quartile 200% 200% 194% 277% 229% 231% 200% 178% 189%

Last year’s median 250% 205% 207% 360% 300% 275% 225% 200% 200%

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile £2,090 £1,274 £1,152 £3,217 £1,816 £1,460 £1,345 £825 £854

Median £1,297 £756 £686 £2,552 £1,399 £1,237 £1,031 £594 £622

Lower quartile £914 £523 £482 £1,997 £1,102 £1,137 £813 £462 £451

Last year’s median £1,242 £717 £723 £2,556 £1,294 £1,284 £1,025 £564 £616
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The median face value of PSP awards as a percentage of 
salary in the FTSE 100 is unchanged for CEOs (although 
has increased by 24% of salary in the FTSE 31-100) and 
has increased by 20% of salary for CFOs. Total fair value 
has increased by 4.4% for CEOs and 5.4% for CFOs. This 
is arguably a better assessment of long-term incentive 
quantum than face value, as it captures base salary as well 
as award multiple (for example, a company with a relatively 
low base salary may make PSP awards at a high multiple of 
salary but still be making awards with a fair value around 
the median).

Under the DRR Regulations, companies are required to 
disclose the monetary value of LTIs which have vested 
based on performance periods ending in the relevant year. 
This includes the impact of share price movements and 
any dividends accrued up to the date of vesting or, if later, 

exercise (while many companies traditionally permitted 
participants to continue to accrue the benefit of dividends 
on outstanding awards, guidelines from ISS state that such 
accrual should cease from the point at which the participant 
is first able to exercise the award, which has led to this 
quickly becoming the norm).

The table below presents a quartile analysis of these ‘single 
figure’ LTI values of vested long-term incentives. We have 
included ‘long servers’ only, being executive directors who 
have been in the same position at the company for at least 
three years. The logic for this is that the majority of LTIs 
have a three-year performance period, meaning that anyone 
who joined within those three years would (unless holding 
buy-out awards with shorter performance periods which 
expired) have a zero in the LTI column.

At median, the value of LTIs vesting reduced by 7.5% for 
CEOs and was broadly unchanged for CFOs. This is largely 
driven by decreases in the FTSE 31-100, where the median 
decreased by 16.5% and 12.2% for CEOs and CFOs, 
respectively. The median single figure LTI vesting in the 
FTSE 30 increased by c.30% for CEOs and CFOs in the year, 
having decreased slightly last year.

As with the annual bonus, the DRR Regulations additionally 
require companies to disclose the number of LTI shares 
vesting to the CEO as a percentage of the maximum number 
which could have vested over a rolling period of ten years. 
The chart below shows a quartile analysis of LTI vesting as a 
percentage of maximum over the period.

Single figure LTI vesting 2018 (£’000)

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile £3,510 £1,776 £1,216 £6,065 £2,648 £2,754 £1,904 £958 £786

Median £1,734 £855 £664 £3,498 £1,790 £2,321 £1,204 £690 £663

Lower quartile £429 £383 £171 £1,076 £921 £124 £352 £217 £173

Last year’s median £1,875 £862 £800 £2,665 £1,407 £221 £1,442 £786 £807
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LTI vesting schedules

Measuring performance

Performance periods have historically been three years for 
PSPs. The revised UK Corporate Governance Code now 
states that shares which vest under long-term incentives 
should not be fully realisable until at least five years from 
grant, reflecting common market practice.

While we have so far seen little movement towards 
performance periods which are longer than three years, 
the vast majority of LTIs among FTSE 100 companies now 

incorporate a post-vesting ‘holding period’ (where an award 
has typically fully vested but the participant is either not 
free to exercise the award or has committed not to sell 
the vested shares for the length of the period, net of tax). 
While some companies do not allow awards to vest until the 
end of the holding period (i.e. shares remain forfeitable on 
resignation), most companies do not make the release of 
shares contingent on further employment beyond the three-
year performance period.

The selection of performance measures is key to the success 
of any long-term incentive plan. Investors are increasingly 
looking to see a clear link between performance measures 
and corporate strategy, with companies under pressure to 
demonstrate this link explicitly in the DRR. A balance must 
also be struck between the use of multiple measures (to link 
more directly to strategy and the company’s KPIs), simplicity  
 

and line-of-sight for the participant and a genuine link  
to performance.

The chart below shows the number of performance 
measures used in PSPs in the FTSE 100. The majority of 
FTSE 100 companies use either two or three performance 
measures. Only a small minority of companies in the FTSE 
100 use a single measure of long-term performance.

90% of FTSE 100 companies’ long-term incentives now 
have a combined performance period and additional holding 
period meaning that awards are not fully realisable until at 
least 5 years following grant. This has developed quickly in 
recent years, increasing from only 40% five years ago.

There are four companies in the FTSE 100 whose long-term 
incentives are not fully released until at least seven years after 
grant. This is in order to comply with banking legislation, with 
each of these being Banks subject to CRD IV.
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Performance measures in PSPs (% of plans)The graphic to the side shows the performance measures 
used by companies in the FTSE 100. While Total Shareholder 
Return (‘TSR’) and Earnings Per Share (‘EPS’) remain the 
most common measures of long-term performance, 
the majority of companies are also incorporating other 
performance measures.

TSR remains the most common performance measure for 
PSPs in the FTSE 100, with 76% using TSR as either a single 
metric or as one of several. Almost all of these companies 
set relative (as opposed to absolute) TSR targets. It is most 
common to measure TSR against a comparator group of 
companies with vesting between, for example, median 
and upper quartile ranks. An alternative used by a number 
of these companies is the use of TSR measured against 
an index of comparator companies with vesting between, 
for example, matching the index’s performance and 
outperforming the index by 8% per annum. The following 
chart shows the comparator groups / indices against which 
relative TSR is measured.

Comparator groups and indices for relative TSR measurement (% of plans)

It is most common to measure TSR against a bespoke 
comparator group, particularly in the FTSE 30, most 
likely because there are an insufficient number of large, 
multinational companies in the same sector and of a similar 
scale on a domestic, or even international, index. In the FTSE 
31-100, practice is more mixed.

After TSR, EPS is the next most common performance 
measure for PSPs in the FTSE 100, with 52% of companies 
using EPS as either a single measure in conjunction with  

another measure. 91% of plans use either TSR or EPS to 
some extent, with 12% measuring PSP performance against 
a combination of TSR and EPS only.

As a result of the discussion encompassing the effectiveness 
of performance measures and whether these are truly 
aligned to a company’s strategy, a majority of companies 
have introduced other performance measures alongside 
TSR or EPS. 80% of companies use other performance 
measures, unchanged from last year, while 9% solely use 
other performance measures.
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The chart below shows a breakdown of the performance 
measures used other than TSR and EPS. The percentages  
 

shown are the percentage of plans, i.e. the total  
constitutes the 80% of plans which use at least one other 
performance measure.

Breakdown of ‘other’ performance measures (% of other measures)

Targets for Vesting

The setting of performance targets can be particularly 
challenging for long-term incentives, requiring companies 
to set targets typically three years ahead which will 
remain both stretching and achievable under ordinary 
circumstances. In addition to supporting companies in the 
selection of performance measures, we support numerous 
companies in the process of target setting.

 

As mentioned above, TSR is measured almost exclusively 
on a relative basis within the FTSE 100; with only 5% of 
companies using TSR as a performance measure setting 
absolute growth targets. 76% of TSR measures are relative 
to a comparator group on a ranked basis, with median 
to upper quartile by far the most common target range. 
The chart below shows the range of targets for threshold 
to maximum vesting. As can be seen, no plan allows for 
vesting for TSR below the median (the 50th percentile).

Sector-specific measures incorporate those which are 
common within certain sectors, but which would not be 
used more broadly, such as Total Property Return within the 
Real Estate sector or cost:income ratio within Banking.

Given the current executive remuneration landscape, and 
the increasing demand for ‘pay for performance’ and a 

remuneration strategy which is clearly aligned with the 
success of the company, we envisage that the move to 
a broader range of performance measures (other than 
the standard TSR and EPS measures) is likely to continue. 
Indeed, supporting companies when considering the most 
appropriate measures is often a significant part of the advice 
which we provide to clients.
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TSR target ranges against a relevant comparator group for threshold  
to maximum vesting in PSPs

The remaining 19% of companies measure TSR in excess of 
that of an index. The following chart shows the threshold 

and maximum TSR targets in excess of relevant indices. No 
company in the FTSE 100 allows for vesting for TSR below 
that of the relevant index.

Growth in EPS is an important measure of underlying 
performance for many companies. The following chart 
shows the ranges of EPS growth required for threshold 

to maximum vesting in PSPs in the FTSE 100. When the 
target is disclosed as growth in excess of inflation, we have 
assumed average inflation of 2% per annum.

TSR target ranges against a relevant index group for threshold to maximum vesting in PSPs
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It is worth noting that, in recent years, there has been a 
move away from applying an inflation linkage to EPS 

targets. Within the FTSE 100, only 12% of companies which 
use EPS as a long-term measure link targets to inflation.

EPS growth target ranges for threshold to maximum vesting in PSPs

Malus and clawback

Remuneration Committee discretion

Companies almost unanimously include provisions for 
malus and/or clawback in their long-term incentive plans, 
i.e. the ability to withhold or reclaim (respectively) values 
delivered under the LTI under certain circumstances. Such 
circumstances typically include the company becoming 
aware of material facts which would lead to the view that 
the LTI outcome should have been different, or 

circumstances come to light which would justify the 
company’s summary dismissal of an individual.

Following recent, high-profile cases in the press, a number 
of companies have been reviewing and updating their malus 
and clawback provisions and this is an area. The Investment 
Association is encouraging companies to review the triggers 
for malus and clawback and to test their enforceability.

The FRC made it clear in the revised UK Corporate 
Governance Code and the accompanying press release that 
it sees the use of remuneration committee discretion as a 
priority, with the Code encouraging companies to enable 
their remuneration committees to apply such discretion to 
override formulaic outturns in variable remuneration. Half of 
companies in the FTSE 100 explicitly state in their Directors’ 
Remuneration Reports that they have the flexibility to 
override the formulaic outturns under the long-term 
incentive plans.

There has also been pressure on remuneration committees 
to apply discretion when making long-term incentive 
awards to reduce award levels on a percentage-of-salary 
basis where the share price has decreased materially. 
This has been a new voting issue this AGM season for 
ISS in particular, although it has not formally set out the 
parameters which it considers should lead to a reduction 
in award levels and, to date, it has been inconsistent in its 
application of this policy.
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Total 
remuneration
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Examining the value of all of the elements of pay in aggregate 
allows all stakeholders to value a remuneration package. 
When calculating total remuneration, it is important to 
remember that the theoretical values attributed to a package 
and the actual levels of remuneration received by an executive 

director are unlikely to be the same. While the actual level of 
total remuneration is dependent on performance outcomes 
for the annual bonus and long-term incentives and (in the 
case of LTIs) share price movements, the theoretical values  
of total remuneration depend only on assumed levels of 
performance outcomes.

Total fixed remuneration 2018/19 (£’000)

When determining the suitability of a remuneration package or, indeed, any individual 
element of pay, it is imperative that the potential levels of total remuneration are 
considered. A modest increase in base salary can result in significant increases in total 
remuneration if the pension contribution, annual bonus opportunity and the face value  
of long-term incentive awards are determined as a percentage of base salary.

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile £1,381 £970 £894 £1,831 £1,481 £1,547 £1,134 £740 £761

Median £1,125 £728 £680 £1,625 £1,021 £1,145 £1,021 £609 £607

Lower quartile £898 £571 £547 £1,353 £926 £840 £783 £535 £525

Last year’s median £1,170 £755 £745 £1,680 £1,069 £1,110 £1,046 £624 £626

Fixed remuneration

Regardless of performance outcomes, as long as they 
remain in the position, an executive director will receive their 
base salary, pension contribution and certain benefits in 
kind (for example, the use of a company car, private medical 
insurance or insurance benefits). In aggregate, we consider 
these to be ‘fixed remuneration’.

In the year, the value of fixed remuneration is the minimum 
amount that an executive director can earn. The table  
below presents a quartile analysis of fixed remuneration  
for executive directors in the FTSE 100.

Variable remuneration

The maximum variable remuneration opportunity, being  
the aggregate of the maximum annual bonus opportunity 
and the face value of PSP awards, represents the  
maximum percentage of salary which can be awarded 
to an executive director and, if all performance measures 
are satisfied in full, the maximum which can be earned in 
addition to fixed remuneration (excluding the impact of 
share price movements and dividend roll-up, which could 
result in the value of a vested LTI being higher than the  
face value awarded).

The table overleaf presents a quartile analysis of the 
maximum variable remuneration opportunity as a 
percentage of base salary. The median variable pay data  
is not consistent with the sum of the median maximum 
annual bonus opportunity and the median face value of  
PSP awards, demonstrating the importance of considering 
total remuneration data in aggregate as well as data for  
the individual components of pay packages.
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While it is important to consider both total fixed 
remuneration and the maximum variable remuneration 
opportunity, it is most useful to look at the level of total 
remuneration which would be achieved for a target level 
of performance. ‘Total target remuneration’ is the sum of 

fixed remuneration, the target annual bonus level and the 
fair value of LTIs. See the “Methodology” section for more 
detail around the calculation of total target remuneration.

The tables below show the total target remuneration for 
executive directors.

The median total target remuneration for CEOs is 
unchanged in the year in the FTSE 100 as a whole; in the 
FTSE 30, the median decreased by 2.1% and, in the FTSE 31-
100, the median increased by 2.6%. The median for CFOs 
increased by 2.8% in the FTSE 100 (FTSE 30: 1.1% increase; 
FTSE 31-100: 2.1% decrease).

Under the DRR Regulations, companies are required to set 
out the ‘single figure total remuneration’ received by each 
executive director. This is the sum of the salary, taxable 
benefits and pension received in the year, the single figure 
annual bonus paid (see the “Annual bonus” section), the 
single figure LTI vesting (see the “Long-term incentives” 

section) and any other remuneration received in the  
year (for example, any value received under all-employee 
share plans).

The tables below present a quartile analysis of the ‘single 
figure total remuneration’ values. As executive directors who 
have been in position for fewer than three years are unlikely 
to have had an LTI vesting, we have performed this analysis 
on two bases; ‘all incumbents’ (being all executive directors 
who have been in the same position for at least one year) 
and ‘long servers only’ (being all executive directors who 
have been in the same position for at least three years).

Total target remuneration 2018/19 (£’000)

Total target remuneration 2017/18 (£’000)

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper Quartile £4,674 £2,850 £2,634 £6,702 £4,000 £3,772 £3,342 £2,162 £2,284

Median £3,224 £2,097 £2,068 £5,863 £3,522 £3,240 £2,967 £1,651 £1,826

Lower Quartile £2,670 £1,543 £1,517 £4,602 £2,778 £2,544 £2,480 £1,382 £1,332

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper Quartile £5,117 £2,778 £2,504 £6,676 £3,895 £3,880 £3,344 £2,090 £2,106

Median £3,223 £2,039 £1,937 £5,991 £3,484 £3,300 £2,891 £1,686 £1,700

Lower Quartile £2,619 £1,552 £1,364 £4,536 £2,676 £2,776 £2,314 £1,391 £1,275

Total remuneration

Maximum total variable remuneration opportunity 2018/19 (% of base salary)

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile 590% 500% 452% 669% 600% 495% 482% 450% 450%

Median 450% 400% 400% 590% 510% 434% 425% 380% 394%

Lower quartile 375% 350% 350% 473% 400% 406% 350% 330% 350%

Last year’s median 430% 390% 378% 594% 510% 438% 400% 375% 350%
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As can be seen, these single figure total remuneration 
figures for longer servers are higher than the target total 
remuneration, reflecting (i) actual bonus outturns were 
higher than target at median, and (ii) median single figure 
LTI vesting (which includes the impact of share price 
movements and dividends accrued) is higher than the 
median of the fair value of LTIs.

Reflecting the pattern seen in the single figure LTI vesting 
data, the median single figure total remuneration for long 
servers decreased in the FTSE 100 (by 11.7% for CEOs and 
by 8.1% for CFOs) and in the FTSE 31-100 (by 18.0% and 
11.2% for CEOs and CFOs, respectively), but increased 
materially in the FTSE 30. The median for CEOs in the FTSE 

30 increased by 20.1% and for CFOs by 23.4%. The data 
for other executive directors is more variable, reflecting the 
smaller sample size.

The following tables analyse the relationship between the 
total remuneration (on both a ‘total target’ and a ‘single 
figure total’ basis) of the CEO and the other directors; they 
display a quartile analysis of the relationship between the 
Chief Executive Officer’s total remuneration and that of the 
Chief Financial Officer and the other executive directors 
on a company-by-company basis. Where a company has 
more than one other executive director, the average total 
remuneration has been used.

Single figure total remuneration 2018 (£’000) – long servers only

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile £7,280 £3,521 £3,156 £9,623 £4,628 £6,771 £4,045 £2,335 £2,321

Median £3,826 £2,427 £1,959 £7,357 £4,117 £4,340 £3,152 £1,937 £1,652

Lower quartile £2,693 £1,803 £1,119 £3,908 £3,274 £2,931 £2,244 £1,489 £1,099

Last year’s median £4,333 £2,640 £2,475 £6,086 £3,337 £3,562 £3,846 £2,181 £2,430

Total target remuneration expressed as a % of CEO total target remuneration 2018/19

Total target remuneration expressed as a % of CEO total target remuneration 2018/19

 FTSE 100 FTSE 30 FTSE 31-100

 CFO OD CFO OD CFO OD

Upper quartile 67% 74% 65% 75% 68% 73%

Median 60% 62% 60% 60% 60% 62%

Lower quartile 54% 50% 56% 54% 54% 50%

Last year’s median 59% 63% 57% 61% 59% 63%

 FTSE 100 FTSE 30 FTSE 31-100

 CFO OD CFO OD CFO OD

Upper quartile 74% 79% 77% 96% 71% 74%

Median 57% 53% 61% 60% 57% 51%

Lower quartile 46% 38% 48% 49% 45% 37%

Last year’s median 56% 49% 57% 55% 54% 48%

Single figure total remuneration 2018 (£’000) – all incumbents

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile £5,934 £3,447 £3,216 £9,141 £4,628 £4,930 £4,044 £2,107 £2,321

Median £3,504 £2,054 £1,988 £6,110 £4,117 £3,880 £3,054 £1,657 £1,812

Lower quartile £2,416 £1,440 £1,143 £3,873 £2,769 £2,753 £2,077 £1,238 £1,119

Last year’s median £3,873 £2,293 £2,430 £5,818 £3,321 £3,240 £3,331 £2,110 £1,842
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Balance of remuneration 2018/19 (% of total target remuneration)

The following chart illustrates the median balance of 
executive directors’ remuneration packages at a target level 
of performance.

Total Fixed 
Remuneration

Target annual 
bonus

Fair value of 
LTI awards

Institutional investors and proxy guidance agencies are 
increasingly comparing executive directors’ remuneration 
with that of the wider workforce and, from next year, 
companies with at least 250 UK employees will need to 
disclose the ratios of CEO pay (on a ‘single figure total 
remuneration’ basis) to the equivalent for the lower  
quartile, median and upper quartile employee.

28% of companies in the FTSE 100 have voluntarily 
disclosed this ratio under the new methodology early, with 
43% of these using Option A to determine the employee at 
each quartile (calculating a single figure total remuneration 
figure for all employees), 32% using Option B (using the 

Gender Pay Gap Reporting data) and 14% using another 
methodology which they consider appropriate (i.e.  
Option C). 11% did not disclose the methodology used  
in 2018, although from 2019 this will be a compulsory  
part of the disclosure.

The table below shows an analysis of the ratio of CEOs’  
total remuneration to that of the lower quartile, median  
and upper quartile employee among those companies  
in the FTSE 100 which voluntarily disclosed the ratios in 
2018. The table presents the mean and median ratios 
among this group.

CEO to employee pay ratio

CEO to employee pay ratio 2018

25th percentile Median 75th percentile

FTSE 100 median ratio 102 : 1 77 : 1 48 : 1

FTSE 100 mean ratio 121 : 1 87 : 1 56 : 1

Other
Executive
Directors
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The level of shares required to satisfy share ownership 
guidelines is typically expressed as a percentage of base 
salary, with ISS and the Investment Association, among 
others, recommending that companies operate guidelines of 
at least 200% of base salary for executive directors, while 
some institutions encourage higher levels again. 96% of 
companies in the FTSE 100 now operate share ownership 
guidelines, and 89% have set the level of shareholding 

required to at least 200% of base salary for all executive 
directors. Every company in the FTSE 100 which operates  
a share ownership guideline has a level of at least 200%  
of salary for the CEO.

The following table presents a quartile analysis of the 
level of share ownership that the guidelines require as a 
percentage of base salary.

The median share ownership guidelines are unchanged in 
the FTSE 100, at 300% of base salary for CEOs and 200% 
of salary for CFOs. The median for CEOs in the FTSE 31-100 
increased from 250% to 300%.

The revised UK Corporate Governance Code states that 
remuneration committees “should develop a formal 
policy for post employment shareholding requirements.” 
The Investment Association has indicated that it expects 
each executive director’s shareholding guideline to apply 
in full for a period of at least two years post-cessation, 
although ISS has not made a firm recommendation on 

where it expects the market to move on this. So far, only 26 
companies in the FTSE 100 have introduced post-cessation 
shareholding guidelines.

While not in line with the IA’s policy, some companies have 
phased the application of their shareholding guidelines post-
cessation, for example applying the full guideline for one 
year and then requiring the outgoing executive to hold half 
of this level for one further year. We believe there is merit in 
such an approach, as the influence of any decisions made by 
a departing executive director clearly diminishes over time.

Share ownership guidelines 2018/19 (% of base salary)

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile 400% 300% 288% 500% 338% 300% 300% 200% 250%

Median 300% 200% 200% 400% 275% 250% 300% 200% 200%

Lower quartile 250% 200% 200% 300% 213% 213% 200% 200% 200%

Last year’s median 300% 200% 200% 400% 300% 275% 250% 200% 200%

Share ownership guidelines
Institutional shareholders and proxy guidance services expect companies to operate share 
ownership guidelines, also known as shareholding guidelines, which either encourage 
or require executive directors to build and maintain a long-term shareholding in their 
company. This principle has now been taken further, with ‘post-cessation’ guidelines now 
encouraged, whereby the guidelines continue to operate beyond the end of the executive 
director’s employment.
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The chart below shows how companies have applied 
post-cessation shareholding guidelines so far. Only 31% of 
companies which have so far extended their shareholding 

 

guidelines beyond cessation of employment have  
stated that the full guideline will apply for two years 
following cessation, the position required to comply  
with the IA’s policy.

The IA’s policy that companies should extend their full 
shareholding guidelines beyond cessation could have an 
unintended consequence: while many companies would 
be comfortable with further increasing the shareholding 
guidelines which apply in situ (and, indeed, the median 
position in the FTSE 100 now exceeds 200% of salary for 
CEOs), there is a disincentive to do if this full guideline 
would be extended post-cessation.

The IA has emphasised the need for remuneration 
committees to state “the structures or processes it has  
in place to ensure that the post-employment shareholding 
requirements are maintained”. While it has not historically 
been common for shares held towards shareholding 
guidelines to be held within an employee ownership trust 
or nominee account in the UK, this may become more 
common as companies consider the mechanics of  
enforcing post-cessation shareholding guidelines. 

Extension of shareholding guidelines post-cessation 2018/19

Full guideline applies 
for 2 years

Full guideline applies 
for 1 year

A portion of the guideline 
applies for at least 2 years

A portion of the guideline 
applies for 1 year

Other

Full guideline applies for 
1 year, and half of the 
guideline for a further year 

27% 

4% 

12% 

31% 

15% 

11% 



FTSE 100 Directors’ Remuneration 49

Fees for chairmen and  
non-executive directors

In addition to the executive directors, a company Board 
generally consists of a Chairman (typically a non-executive 
role) and a number of non-executive directors (‘NEDs’). 
Particularly for larger companies, one of the NEDs is typically 
appointed as the Senior Independent Director (‘SID’), who 
acts as an alternative point of contact to the Chairman when 
such contact may not be appropriate. The Board allocates 
responsibility on certain matters to Board committees which 
are populated by some or all of the NEDs (‘committee 
members’), with one member of each committee acting as 
the ‘committee chair’.

The most common committees are the audit committee, the 
remuneration committee and the nominations committee. 
It is also common for financial services companies to have a 
risk committee. Other committees which some companies 
have include committees for governance, investment, health 

& safety or corporate social responsibility, although these  
are less common.

The Chairman of the Board may be a member of, or indeed 
act as chair of, one or more committees. The Chairman  
often acts as the nominations committee chair.

One requirement of the new Corporate Governance Code 
is around the issue of workforce engagement, and one of 
the recommended methods for workforce engagement 
is through the appointment of a ‘designated non-
executive director’, with responsibility for co-ordinating 
any engagement with employees. A number of companies 
are paying an additional fee for this role, with the fee for 
chairing a committee used as reference point when setting 
this fee. Although the level of disclosure was insufficient to 
allow meaningful analysis this year, we expect to include 
such data next year.

As legislative requirements and corporate governance expectations have developed in 
recent years, the scope of non-executive directors’ roles has increased. At the same 
time, institutional investors and proxy guidance agencies have increased their focus on 
directors’ external commitments to ensure that they have sufficient time to devote to 
their roles (and to avoid so-called ‘overboarding’). These pressures mean that the time 
commitment and reputational risk associated with non-executive roles is increasing.

Increases in total fees

Historically, non-executive directors’ fees (including those 
for the Chairman) were reviewed relatively infrequently 
(typically every third year). There has been a move over 
recent years towards undertaking an annual review, 
although this remains far from universal. Interestingly, 
there has also been pressure over this period either to 
freeze NEDs’ fees or to award only inflationary increases in 
line with the outcomes of executive directors’ base salary 
reviews and increases for the wider workforce, despite 
increases in the number of days required for working on 
Board business.

This pressure has, in our experience, arisen more from 
internal concerns than from shareholders. We have seen 
non-executive directors resisting significant increases in 
their own fees, conscious that they themselves are taking a 
tougher line on pay for their executive colleagues. That said, 
ISS has indicated that it will be giving increased focus to the 
levels of non-executive directors’ fees.

The following table presents a quartile analysis of the 
increase in total fees compared with the previous year. 
This analysis includes only cases where there has been an 
increase. Over three-quarters of companies in the FTSE 100 
increased NEDs’ fees during the year, with 41% of Chairmen 
receiving an increase.
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In the FTSE 100 as a whole, the median total fees increased 
by approximately 2.5% – 3.0%, in line with the increases 
seen in executive directors’ base salaries and in line with 

 

those seen last year. The median total fee increases for SIDs 
and NEDs in the FTSE 30 were slightly higher, at 3.6% and 
4.2%, respectively.

Chairman fees 2018/19 – financial services (£’000)

 FTSE 100 – FS FTSE 30 – FS FTSE 31-100 – FS

Upper quartile £750 £1,138 £499

Median £508 £779 £418

Lower quartile £344 £752 £314

Last year’s median £439 £750 £400

Chairman fees 2018/19 (£’000)

 FTSE 100 FTSE 30 FTSE 31-100 

Upper quartile £614 £750 £437

Median £423 £698 £357

Lower quartile £311 £600 £290

Last year’s median £405 £693 £357

Within financial services, Chairman fees tend to be higher 
than in other sectors, given the additional time commitment 

often expected. The table below presents a quartile analysis 
of Chairman fees in the financial services (‘FS’) sector of the 
FTSE 100.

Fees for the chairman

Company Chairmen typically receive an all-inclusive 
fee, which encompasses all aspects of the role. Where 
the Chairman also acts as chairman of the nominations 
committee, for example, he or she does not typically receive 
an additional fee for the time commitment required, as this 
would be deemed to be an ordinary part of the role.

The table below presents a quartile analysis of Chairman 
fees in the FTSE 100. The median Chairman’s fee increased 
by 4.4% in the FTSE 100 as a whole, partly driven by a 
change in the constituents of the index and by changes  
in personnel.

Total fee increases 2018/19 (%)

Fee levels

 FTSE 100 FTSE 30 FTSE 31-100

 CEO CFO OD CEO CFO OD CEO CFO OD

Upper quartile 4.2% 5.1% 6.3% 4.5% 8.8% 6.6% 4.1% 4.5% 5.2%

Median 2.4% 3.1% 2.7% 2.7% 3.6% 4.2% 2.4% 2.9% 2.5%

Lower quartile 1.9% 2.4% 1.4% 2.3% 3.2% 1.6% 1.7% 2.0% 1.4%

Last year’s median 2.5% 3.0% 2.7% 2.4% 3.6% 4.0% 3.0% 2.9% 2.7%
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Fee structure for non-executive directors

Fees for non-executive directors are often calculated by 
paying all NEDs a base fee and then paying additional 
responsibility fees for acting as SID, committee membership 
and/or for chairing a committee. In the FTSE 100, most 

companies provide a breakdown of NEDs’ fees incorporating 
additional fees for some or all of these responsibilities.

The table below presents a quartile analysis of NED base 
fees in the FTSE 100. The median base fee in the FTSE 100 
as a whole was unchanged in the year.

Additional fee for acting as Senior Independent Director 2018/19 (£’000)

 FTSE 100 – FS FTSE 30 – FS FTSE 31-100 – FS

Upper quartile £30 £37 £20

Median £20 £30 £15

Lower quartile £12 £25 £10

Last year’s median £20 £30 £15

% pay fee 87% 90% 86%

Base fees 2018/19 (£’000)

 FTSE 100 FTSE 30 FTSE 31-100 

Upper quartile £85 £100 £74

Median £70 £90 £66

Lower quartile £62 £80 £60

Last year’s median £70 £89 £64

The table below shows a quartile analysis of additional 
fees for acting as Senior Independent Director. The median 
additional fees for acting as SID were unchanged in the year. 

87% of companies in the FTSE 100 disclose that they pay an 
additional fee for acting as SID.

Almost all companies in the FTSE 100 disclose that they pay 
additional fees for acting as chairman of a committee. The 
following table presents a quartile analysis of additional fees 
for chairing a one of the ‘main three’ Board committees 
– being the audit committee, remuneration committee 

(‘Rem’) and nominations committee (‘Nom’). A number of 
companies are now also disclosing additional fees for other 
committees; we include the quartiles for acting as chairman 
of the risk committee below, as this is a common committee 
among financial services companies.

Additional fee for acting as chairman of a committee 2018/19 (£’000)

 FTSE 100 FTSE 30 FTSE 31-100

 Audit Rem Nom Risk Audit Rem Nom Risk Audit Rem Nom Risk

Upper quartile £34 £30 £22 £70 £51 £38 £30 £74 £25 £20 £20 £30

Median £22 £20 £18 £30 £37 £31 £27 £71 £20 £18 £15 £26

Lower quartile £17 £15 £11 £21 £30 £30 £22 £70 £15 £15 £11 £17

Last year’s median £23 £20 £20 £30 £38 £32 £26 £70 £20 £18 £18 £22

% pay fee 98% 97% 25% 18% 100% 100% 20% 20% 97% 96% 28% 17%
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It is more common to receive additional fees for chairing 
the audit or remuneration committees rather than the 
nominations committee. This is mainly because the latter 
is often chaired by the Company Chairman, who does not 
typically receive additional fees.

While only 18% of companies disclose a fee for acting as 
chairman of a risk committee in the FTSE 100 as a whole, 
within the financial services sector of the FTSE 100 we see 
89% of companies disclosing such a fee.

While it is considerably less common to pay fees for 
committee membership than for chairing a committee (as 
many companies feel that this commitment is averaged 
out across directors and is, therefore, covered by the base 
fee), it is becoming increasingly common to pay such fees, 
particularly among the largest listed companies. In the FTSE 
30, 73% of companies disclose paying an additional fee for 
membership of a committee, compared with 32% in the 
FTSE 31-100.

When extensive travel is required, an additional travel 
allowance may also be paid.

The table on the next page shows a quartile analysis of the 
total fees paid to non-executive directors (other than the 

SID), split between those who act as chair of at least one 
committee and those who do not.

Additional fee for membership of a committee 2018/19 (£’000)

 FTSE 100 FTSE 30 FTSE 31-100

 Audit Rem Nom Risk Audit Rem Nom Risk Audit Rem Nom Risk

Upper quartile £25 £20 £15 £33 £30 £30 £15 £35 £15 £10 £9 £11

Median £15 £15 £10 £15 £24 £18 £13 £34 £10 £8 £5 £10

Lower quartile £10 £8 £5 £10 £16 £15 £10 £31 £7 £5 £5 £6

Last year’s median £15 £14 £10 £15 £23 £18 £11 £30 £10 £10 £8 £10

% pay fee 44% 43% 36% 13% 73% 73% 67% 20% 32% 30% 23% 10%

Single figure total fees – Senior Independent Director 2018 (£’000)

 FTSE 100 FTSE 30 FTSE 31-100

Upper quartile £137 £176 £112

Median £103 £160 £94

Lower quartile £86 £135 £80

Last year’s median £102 £143 £89

Single figure total fees for non-executive directors

As with executive directors’ remuneration, the DRR 
Regulations require companies to disclose a single figure 
total remuneration figure for the Chairman and the non-
executive directors, including all fees and benefits in kind.  

As benefits are generally modest, we have excluded  
the value of benefits from our analysis of NEDs’ fees.  
The following table presents a quartile analysis of the  
single figure total fees for NEDs acting as Senior 
Independent Director.
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The median total fees paid to non-executive directors were 
broadly unchanged across the FTSE 100 as a whole and 
in the FTSE 31-100. In the FTSE 30, NEDs fees increased 
by 4% (including all NEDs), by 16.8% for those who chair 
a committee and by 5.7% for those who do not act as a 
committee chair.

As with Chairmen’s fees, it is worth considering NED total 
fees within the financial sector of the FTSE 100, given the 
additional time commitment often expected. The table 
below presents a quartile analysis of single figure total fees 
for NEDs in the financial services sector of the FTSE 100.

Single figure total fees – Non-Executive Directors 2018 (£’000)

Single figure total fees – Non-Executive Directors 2018 – financial services (£’000)

 FTSE 100 FTSE 30 FTSE 31-100

 All Chair No Chair All Chair No Chair All Chair No Chair

Upper quartile £178 £197 £163 £258 £230 £276 £112 £117 £100

Median £113 £119 £104 £228 £219 £230 £100 £107 £81

Lower quartile £94 £105 £75 £184 £202 £169 £87 £101 £70

Last year’s median £116 £118 £112 £180 £207 £166 £101 £100 £77

 FTSE 100 FTSE 30 FTSE 31-100

 All Chair No Chair All Chair No Chair All Chair No Chair

Upper quartile £116 £128 £112 £179 £195 £168 £93 £105 £86

Median £88 £99 £84 £130 £153 £130 £77 £85 £71

Lower quartile £73 £79 £67 £104 £120 £103 £68 £75 £62

Last year’s median £87 £100 £81 £125 £131 £123 £76 £85 £70
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Methodology

We have obtained data for the following Executive Directors:

Chief Executive Officer – this is either the CEO or the 
full-time Executive Chairman, if there is one and he or she is 
higher-paid than the CEO;

Chief Financial Officer; and

Other Executive Directors – this includes Main Board 
executive directors, excluding the CEO, Executive Chairman 

and CFO, and is calculated on an average-per-company 
basis. 44% of companies had at least one incumbent ‘other 
executive director’, and only 17% had two or more.

New joiners are included within the analysis when the 
company provided sufficient information to calculate total 
on-target remuneration. They are, however, excluded from 
analysis of single figure data and variable pay out-turns.

In analysing the data, we have used the following 
methodology:

Element of 
remuneration

Methodology

Base salary Reported, unadjusted current salary or salary paid in the prior year.

Pension We have either used the salary supplement / company contribution to a Defined Contribution 
Scheme as a % of salary or applied a factor of 20 to the increase in accrued pension after 
inflation under a Defined Benefit Scheme

Benefits in kind As disclosed in the latest Report & Accounts. Where banks have introduced role-based pay, 
we have included this within benefits.

Total fixed remuneration The sum of the base salary, pension and benefits in kind.

Target annual bonus Based on the target level, if disclosed. If the target level is not disclosed, we have used 
50% of the maximum. If neither is disclosed, the bonus paid over during the last year was 
assumed to be at the target level.

Face value of 
Performance Share Plans

If a company discloses its long-term incentive grant policy, we include this as the face value 
on a “PSP-equivalent” basis based on the fair value of the awards (i.e. the PSP face value 
which would deliver the same fair value of the LTI). Otherwise, awards made in the previous 
year are included on a “PSP-equivalent” face value basis

Fair value of long-term 
incentives

If the company discloses its long-term incentive grant policy, we include this on a fair value 
basis (i.e. using an option pricing model). Otherwise, awards made in the previous year are 
included on a fair value basis.

Market norm expected values are used (20% of face value for share options, 55% of face 
value for performance shares and matching shares and 100% for restricted shares). These 
values take into account the loss of value from a performance condition.

Total target 
remuneration 

The sum of the total fixed remuneration, the target annual bonus and the fair value of LTIs

The FTSE 100 has been struck as at 1 January 2019. We have sourced the data used  
in this report from companies’ Annual Report and Accounts and have included all  
FTSE 100 companies with a year-end up to and including 31 December 2018

This report is intended to be a summary of key issues but is not comprehensive and does not constitute advice. 
No legal responsibility is accepted as a result of reliance on the contents of this report
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Our partners
Rory Cray  rory.cray@fit-rem.com +44 (0)20 7034 1116

Rory has over 20 years’ relevant experience in the field of executive remuneration. 
He is a qualified solicitor and, prior to joining FIT, was a partner at Pinsent Masons. 
He is a member of the Corporate Governance Committee of the QCA.

Darrell Hare  darrell.hare@fit-rem.com +44 (0)20 7034 1113

Darrell has over 20 years’ relevant experience and was previously a consultant at PwC 
prior to joining FIT.

Matt Higgins  matt.higgins@fit-rem.com +44 (0)20 7034 1117

Matt has over 15 years’ relevant experience in the field of executive remuneration, 
with 8 as a Partner. He originally qualified as a Chartered Accountant at PwC.

John Lee  john.lee@fit-rem.com +44 (0)20 7034 1110

John is the Managing and Founding Partner of FIT, having previously been Managing 
Partner of New Bridge Street Consultants. He has advised in the area of executive 
remuneration for over 25 years having qualified as a Solicitor, a New York Attorney 
and as a Chartered Tax Advisor. John was a founding member of the Remuneration 
Consultants Group and co-author of its code of conduct.

Sahul Patel  sahul.patel@fit-rem.com +44 (0)20 7034 1778

Sahul has been an advisor to Remuneration Committees for almost 15 years. He is 
a Chartered Accountant and a Chartered Financial Analyst (CFA) charterholder.

Iain Scott  iain.scott@fit-rem.com +44 (0)20 7034 1114

Iain has over 12 years’ experience of advising in the field of executive remuneration. 
He originally qualified as a Chartered Accountant at EY.

Katharine Turner  katharine.turner@fit-rem.com +44 (0)20 7034 1115

Katharine has over 30 years’ experience working in the field of executive pay gained 
first in industrial relations and pay research and later in industry. Prior to joining FIT 
in 2015, Katharine led the EMEA Executive Compensation consulting team at Willis 
Towers Watson. 
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