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Continuing intense focus on executive pay is the new reality 
for companies, remuneration committees and executives.

At the same time, many companies are questioning whether 
their pay structures are suitably aligned to strategy as the 
economy continues to adjust to the aftershocks of the 
global financial crisis and the Brexit vote.
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.

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



FTSE AIM Directors’ Remuneration 3

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 benchmarking, shareholder 
engagement, technical implementation, M&A, IPO support  
or Board governance, we have the resources, expertise and 
judgment to assist our clients so that they can make difficult  
but informed decisions on executive pay.

Some of the largest UK and globally listed companies, co-
operatives and other mutuals 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.

We have close ties to the QCA – Quoted Companies Alliance – 
which publishes the widely-accepted prevailing guidance and 
recommendations for small and mid-cap quoted companies 
(including AIM companies).

Two members of our team sit on QCA Expert Groups, one on  
its Corporate Governance Expert Group and one on its Share 
Schemes Expert Group, enabling us to understand and  
influence the guidance.
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Introduction

Welcome to FIT’s 2018 survey of the remuneration of directors of companies listed on 
the Alternative Investment Market (AIM).

We have researched companies in the AIM 100 and in the 
next largest 100 companies (which we refer to as the “AIM 
101-200”). As practice on AIM can differ from that on the 
Main Market we have, where appropriate, drawn comparisons 
between AIM and Main Market practice, comparing AIM 200 
companies with a group of Main Market companies with an 
equivalent median market capitalisation.

The table and chart below show the market capitalisation 
and sector profiles of the AIM 200 companies used for this 
report. Equity investment trusts, of which there are four 
in the AIM 200, have been excluded in this report. The 
market capitalisations shown are the six-month average  
to 31 March 2018.
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There are interesting differences in the way companies 
approach executive pay on AIM compared with the Main 
Market; the use of share options in performance-related pay, 
for example, is far more common among AIM companies.

While some shareholders and voting guidance services 
encourage companies to ‘think outside the box’ and 
‘simplify’ the broader design of executive pay structures, 
it is interesting to see the criticism which some Main 
Market companies have received for seeking to adopt more 
bespoke approaches. Such a straightjacketed approach is, 
unfortunately in our view, likely to reinforce the prejudice 
towards ‘vanilla’ arrangements. AIM companies, on the 
other hand, often have additional freedom to consider more 
bespoke plans which are genuinely linked to the company’s 
strategy and circumstances. 

Particularly for entrepreneurial ‘growth’ companies on AIM, 
it is perhaps counter-intuitive to see lower levels of awards 
under long-term incentives than we see for equivalent roles 
in Main Market companies. It is important for companies 
to strike the right balance between the costs and benefits 
of incentive plans to make the most effective use of the 
available resources.

With a team of some of the most experienced executive 
remuneration consultants in the UK, we can help our clients 
consider the most appropriate arrangements.

Six-month average market capitalisation to 31 March 2018 (£’m)

 AIM 100 AIM 101-200

Upper Quartile £618 £169

Median £403 £144

Lower Quartile £284 £125
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The Legislative Regime

Main Market companies must apply the UK Corporate 
Governance Code (a revised version of which was published 
in 2018 and will begin to apply from 1 January 2019) and 
to report on their compliance on a ‘comply or explain’ 
basis. Prior to 2018, AIM companies did not have a similar 
obligation. The updated AIM Rule 26 now requires AIM 
companies to apply a “recognised corporate governance 
code” and to detail compliance with, and any departures 
from, the chosen code on its website. This requirement took 
effect for all AIM companies from 28 September 2018.  
This information should be renewed annually, and the 
website should include the date on which this information 
was last reviewed.

Whilst some AIM companies (particularly the largest) will 
choose to apply the UK Corporate Governance Code, 
the majority of AIM companies are choosing to apply the 
Quoted Companies Alliance Corporate Governance Code 
(“QCA Code”). Indeed, 69% of AIM 100 companies and 
91% of AIM 101-200 companies have adopted the QCA 
Code which is “principles-based and tailored to meet 
the needs of growing companies”. Of the 30 largest 
AIM companies, 48% have adopted the UK Corporate 
Governance Code (10% of the remaining companies 
in the AIM 100 and 3% of the AIM 101-200). 4% of 
companies in the AIM 200 have adopted another code 
other than the UK Corporate Governance Code or QCA 
Code, largely an equivalent from the jurisdiction in which 
they are incorporated. The QCA Code is ‘light-touch’ in its 
requirements for remuneration, with the main points being:

• A company should have a Remuneration Committee  
with its own terms of reference;

• The Annual Report should contain a separate 
Remuneration Committee Report;

• The remuneration policy should support the company’s 
long-term strategy and support risk-management policies;

• The Remuneration Committee Report should explain  
the roles of any advisers to the Remuneration  
Committee; and,

• Non-Executive Directors should only participate in 
share incentive plans in exceptional cases and following 
consultation with shareholders.

The QCA also produces more extensive guidance on 
remuneration in its publication entitled “Remuneration 
Committee Guide for Small and Mid-size Quoted 
Companies”, first published in 2012 and updated in 2016. 
This is regarded as the main guidance available to AIM 
companies, although this does not form part of the formal 
QCA Code which companies may choose to apply under 
AIM Rule 26. This document was based on institutional 
shareholder guidelines and the requirements set out in the 
UK Corporate Governance Code which applies to Main 
Market companies.

The QCA guidelines suggest that, even where not legally 
required, companies should produce detailed Directors’ 
Remuneration Reports which describe their forward-looking 
pay policy. Many AIM companies do voluntarily produce a 
report and they may also ask their auditor to report on the 
remuneration report as would be required for a company 
listed on the Main Market. Of the companies covered by 
our review, almost 70% included a Directors’ Remuneration 
Report within their annual report (69% of the AIM 100 and 
64% of the AIM 101-200).

The QCA also suggests that companies should consider 
holding an advisory shareholder vote on pay, even if this is 
not legally required. Within the AIM 100, 56% of companies 
with a Directors’ Remuneration Report put the report to a 
vote at their AGM, with just under 40% of companies with 
a report putting it to vote in the AIM 101-200.

Main Market companies are also required to include a full 
Directors’ Remuneration Policy in their annual report which 
is subject to a binding vote at least every three years. Four 
companies chose to have an additional (non-binding) vote 
on policy.

Of the two main advisory voting services that cover the 
Main Market, IVIS and ISS, only the latter provides coverage 
of AIM. ISS only comments on remuneration arrangements 
where the company has chosen to put a resolution on 
remuneration to shareholders and does not tend to be 
critical of companies that do not.

The following charts show the voting guidance distributed 
by ISS for approval of the Directors’ Remuneration Report.

The statutory regulations for the reporting of, and voting on, directors’ remuneration 
applies to “quoted companies” as defined in Section 385, Companies Act 2006. As 
AIM is not specified in the Section 385 definition, the regulations do not apply to 
AIM companies. AIM companies are not, therefore, required to publish a Directors’ 
Remuneration Report.
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This chart highlights some interesting points:

• Support levels from ISS are higher in the AIM 101-200 in 
2018 than in 2017, and are broadly in line with those seen 
in 2017 in the AIM 100. The number of recommendations 
for a vote “Against” has decreased and there have been no 
recommendations to “Abstain”.

• In both the AIM 100 and AIM 101-200, support from ISS is 
similar to that seen in the FTSE SmallCap.

The following table presents the voting outcomes in the 
2018 AGM season for the resolution seeking approval 
of the Directors’ Remuneration Report. Just over a third 
of companies which held a vote on remuneration chose 
to disclose the percentage of votes supporting the 
remuneration resolutions, with the majority only stating 
whether or not a vote is passed.

The percentage of votes supporting the remuneration resolutions

Outcomes of votes on remuneration in the 2018 AGM season

 2018 2017 2016 2015 2014

Upper Quartile 99.9% 100.0% 99.9% 100.0% 100.0%

Median 98.2% 98.4% 98.6% 99.7% 99.7%

Lower Quartile 93.3% 92.8% 95.5% 92.3% 95.9%

Only three companies receiving an ISS recommendation for 
a vote “Against” chose to disclose the percentage of votes 
supporting the remuneration resolutions; none of the three 
received over 90% support. The chart below breaks down 

the number of companies choosing to put a remuneration 
report resolution to shareholders at the AGM and the 
percentage of these resolutions which passed.

No remuneration vote

Pass

Fail

2014

2015

2016

2018

2017

AIM 100

AIM 101-200

AIM 100

AIM 101-200

AIM 100

AIM 101-200

AIM 100

AIM 101-200

AIM 100

AIM 101-200

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

ISS – percentage of vote recommendations For and Against

For

Against

This demonstrates that, for those companies which 
disclose the voting results, support for AGM remuneration 
resolutions has been strong on the whole, with an 
overwhelming majority receiving over 90% of votes “For”. 
One company in the AIM 200 lost a vote on remuneration 
in the year (2017: zero).



Base Salary

The table below presents a quartile analysis of Executive 
Directors’ salary levels within AIM-listed companies. We 
have also shown what the expected salaries would be for a 

group of companies from the Main Market with the same 
median market capitalisation, in order to show the discount 
experienced on AIM.

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 discount is around 20%-30% on AIM compared with 
their Main Market counterparts. In previous years, we have 
presented an additional analysis in which we removed CEOs 
who hold a stake of more than 10% in their company, which 
showed little difference for base salary but had the impact of 
materially reducing the discount for AIM when considering 

total target remuneration. This year, the analysis showed no 
material differential in the discounts, so we have excluded 
these tables.

The following tables present a quartile analysis of the level 
of salary increases for the year, both including and excluding 
cases where the executive’s salary was frozen.

Base salary 2017/18 (£’000)

10 FTSE AIM Directors’ Remuneration

Executive Director salary increases (including salary freezes)

Executive Director salary increases (excluding salary freezes)

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile £400 £275 £299 £304 £216 £199

Median £330 £243 £239 £250 £186 £175

Lower Quartile £278 £199 £186 £200 £140 £113

Main Market Median £440 £302 £287 £358 £239 £248

Discount for AIM 25% 20% 17% 30% 22% 30%

 AIM

 CEO CFO OD

Upper Quartile 7.0% 8.3% 8.3%

Median 3.0% 3.0% 2.5%

Lower Quartile 2.0% 2.0% 2.0%

Main Market Median 2.0% 3.0% 3.0%

 AIM

 CEO CFO OD

Upper Quartile 5.0% 7.3% 3.0%

Median 3.0% 2.0% 2.0%

Lower Quartile 2.0% 2.0% 2.0%

Main Market Median 2.0% 2.0% 2.0%
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AIM Market base salary increases

These salary increases are based on a matched sample 
and so ignore cases where there has been a change in 
incumbent.

The prevalence of salary freezes reflects not only 
shareholder scrutiny of pay levels (which, while less 
significant for AIM companies, is still an influence on 
companies, particularly on those which attempt to follow 

‘best practice’), but also affordability concerns and the fact 
that salaries may not be reviewed every year.

The following table analyses the relationship between the 
salary of the CEO and the other directors. Where there 
is more than one Other Executive Director at a company, 
salaries are averaged.

Base salary expressed as a % of CEO base salary

CEO

CFO

OD

In respect of year-on-year changes in salary for Executive 
Director positions, 22% of AIM 200 CEOs, 18% of CFOs 
and 23% of Other Executive Directors did not receive a 
salary increase this year. This compares with 36% of CEOs, 
31% of CFOs and 48% of Other Executive Directors in the 
FTSE SmallCap.

Large salary increases (above 10%) are much more common 
on AIM than on the Main Market. There are a number of 
possible reasons for this; there is often less pressure from 
shareholders for AIM companies to phase increases in  
salary or to link increases to those for general employees  

(with no requirement to disclose the increases for other 
employees as on the Main Market); there are a larger 
number of companies which do not undertake an annual 
review of salaries and therefore some of these increases 
will be the first increase for a number of years; and many 
of these large increases are from a relatively low base and, 
therefore, may not necessarily be regarded as significantly 
larger in monetary terms.

0% >0% to 1% >1% to 2% >2% to 3% >3% to 4% >4% to 5% >5% to 6% >6% to 7% >7% to 8% >8%
0%

5%

10%

15%

20%

25%

30%

35%

40%

 AIM 100 AIM 101-200

 CFO OD CFO OD

Upper Quartile 77% 91% 84% 94%

Median 67% 70% 75% 70%

Lower Quartile 63% 52% 63% 56%

Main Market Median 67% 63% 65% 68%
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Pension
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The chart below shows the types of plans provided  
to Executive Directors. 

The use of defined contribution pensions for Executive Directors is the majority practice 
on AIM, although a significant percentage of companies (around a third) do not include 
a pension element in their directors’ remuneration packages. Very few companies on 
AIM disclose paying a cash supplement in lieu of a contribution to a registered pension 
scheme (either exclusively or alongside a defined contribution or defined benefit 
pension). On the Main Market, this treatment would likely be encouraged as companies 
are coming under increasing pressure to align pension provisions for senior executives 
with those available to staff more generally, with such a provision included in the  
revised UK Corporate Governance Code. However, recent tax changes resulting in a 
tax liability for annual contributions valued at more than £10,000 and the reduction in 
the lifetime allowance to £1 million may move market practice towards offering a cash 
supplement for at least part of the pension value.

Types of pension on AIM

Pension provision 2017/18 (% of base salary)

Defined 
Benefit
<1%

Cash 
supplement

6%

Defined 
Contribution

57% No pension
33%

- 3%

-

-

Accrual of defined benefits pensions on full salary is now 
uncommon on the Main Market and almost extinct on AIM. 
While the chart opposite suggests that there are only a few 
examples of companies offering both a defined contribution 
provision and a salary supplement, we suspect that this is 
not the case in practice. In our experience, a number of 
AIM-listed companies offer both as a result of the annual 
allowance being reached but do not distinguish between 
the two in the pensions column of the emoluments table  
or the accompanying notes.

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

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile 11% 12% 10% 10% 10% 9%

Median 5% 7% 6% 3% 5% 3%

Lower Quartile 0% 2% 1% 0% 0% 0%

Main Market Median 15% 15% 15% 15% 15% 11%



Annual bonus opportunity

Maximum annual bonus opportunity 2017/18 (% of base salary)

Target annual bonus level 2017/18 (£’000)

The table below presents a quartile analysis of Executive 
Directors’ maximum annual bonus opportunity as a 
percentage of salary for those which disclose a maximum 
limit. The median level is 100% of salary for all positions 
in both the AIM 100 and AIM 101-200 and in their 
Main Market equivalents (with the exception of CEOs in 

companies of an equivalent size to the AIM 100, where 
the Main Market median is 120% - this is likely to be just 
down to sampling, as the median maximum annual bonus 
opportunity for CEOs in the FTSE SmallCap, i.e. representing 
companies with a larger market capitalisation than the Main 
Market equivalents analysed, is 100% of salary).

The following table reveals on-target bonus levels. Disclosure 
of a target level for the annual bonus is uncommon on AIM 
so, where only a maximum is provided, we have assumed a 

target level of 50% of this. Where neither the target nor the 
maximum levels are disclosed, the bonus paid over the last 
year was assumed to be at the on-target level.

The discount shown here may overstate the real level of 
discount due to the larger number of AIM companies which 
do not disclose a maximum or target level of annual bonus.

The following table presents a quartile analysis of the 
monetary value of the bonus received during the year. 

Around 85% of CEOs in the AIM 100 were paid a bonus 
in the year, as were 79% of CEOs within companies of the 
same size on the Main Market. In the AIM 101-200, this 
was slightly lower at 71%, with 67% among Main Market 
companies of the same size.

Annual Bonus
On the Main Market, the vast majority of annual bonus plans are subject to  
annual individual limits in terms of pay-outs, expressed as a percentage of base salary.  
On AIM, we are not yet seeing this level of disclosure, although it is becoming 
increasingly common for companies to disclose a maximum. 60% of the AIM 100 
disclose a maximum, as do 45% of the AIM 101-200 (where companies publish a 
Directors’ Remuneration Report).
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 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile 139% 130% 100% 100% 100% 100%

Median 100% 100% 100% 100% 100% 100%

Lower Quartile 100% 100% 95% 100% 50% 100%

Main Market Median 120% 100% 100% 100% 100% 100%

Discount for AIM 17% - - - - -

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile £274 £174 £168 £144 £100 £95

Median £167 £123 £113 £109 £68 £71

Lower Quartile £111 £75 £60 £50 £21 £25

Main Market Median £275 £163 £173 £187 £117 £118

Discount for AIM 39% 24% 35% 42% 42% 40%



Annual bonuses for directors of companies listed on 
the Main Market are often paid partly in cash, with part 
deferred into shares. This is most common within the largest 
Main Market companies (around 85% of the FTSE 100, 81% 
of the FTSE 250 and 63% of the FTSE SmallCap operate 
deferral). This element of Main Market ‘best practice’ has 
not yet become common on AIM, with only just over 20% 

of companies disclosing the use of deferral, compared with 
56% in the Main Market equivalent companies.

The following table sets out the percentage of the total 
bonus that is deferred (including only those companies 
which operate a deferral plan) at both on-target and 
maximum bonus levels.

% of bonus compulsorily deferred at target and maximum bonus levels –  
companies with deferral only

Annual bonus paid 2017 (£’000)

Deferral
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Measuring in-year performance

Pressure on Main Market companies to improve disclosure 
of annual bonus measures and targets has been increasing 
for some time; disclosure of broad measures is now 
majority practice, particularly within larger Main Market 
companies, and retrospective disclosure of bonus targets 
is becoming increasingly commonplace; around 90% of 
companies in the FTSE SmallCap now disclose the financial 
targets for their bonus retrospectively. Strictly, under the 
reporting regime effective from 2013, both prospective and 
retrospective disclosure of all performance measures and 
the targets for those chosen measures are required for Main 
Market companies, although companies may choose not to 
disclose either the measures or the targets on the grounds 
of “commercial sensitivity”.

Even though companies on AIM are not obliged to disclose 
either measures or targets for their annual bonuses, over 
half of AIM 200 companies choose to offer some broad 
disclosure of how their bonus is measured, although this 
is often only in the form of an ‘umbrella’ term such as 
‘personal’ or ‘non- financial’ without disclosing specific 
measures. It should be noted that this may not be simply 
applying a lower level of disclosure. A sizeable minority of 
pre-profit AIM companies operate bonus arrangements 
on a more discretionary and less formulaic basis, with 
payments linked to a broad assessment of delivery of agreed 
milestones (which they may feel uncomfortable in disclosing 
in detail) rather than linked to sliding-scale profit targets.  
In our experience, many companies move to more regular 
and formulaic plans as their businesses mature.

While the median level of deferral shown is 50% of  
on-target annual bonus, this is the highest level of bonus 
deferral which we usually see, and typical deferral levels  

(if any) seen in the market are anywhere from 25% to 50%  
of annual bonus.

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile £368 £218 £215 £204 £105 £75

Median £204 £143 £121 £81 £43 £37

Lower Quartile £66 £39 £29 £0 £0 £25

Main Market Median £283 £167 £104 £138 £62 £49

Discount for AIM 28% 14% -16% 41% 30% 25%

 On-target level Maximum level

 CEO CFO OD CEO CFO OD

Upper Quartile 50% 50% 50% 50% 50% 50%

Median 50% 45% 50% 37% 33% 33%

Lower Quartile 33% 29% 31% 26% 25% 30%

Main Market Median 35% 33% 33% 35% 33% 33%
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Where adequate disclosure has been offered to identify the 
particular performance measures used in an annual bonus 
plan, the chart below provides a breakdown of these. The 
most commonly disclosed financial measure is profit (44%). 

Among companies which offer information on specific 
performance measures, 59% measure at least part of the 
annual bonus against non-financial measures.

The use of “umbrella” terms such as ‘personal’ or ‘strategic’ 
to describe annual bonus performance measures is very 
common among AIM companies, particularly outside of 
the AIM 100. The chart below shows the percentage of 

companies which disclose using ‘personal’ or ‘strategic’ 
performance measures within the AIM market. Of the AIM 
200 companies which operate a bonus plan, 43% use 
‘personal’ measures, and 34% use ‘strategic’ measures.

Non-financial performance measures in annual bonus plans

Performance measures in annual bonus plans (% of companies which disclose measures)

Non
Financial

Profit EBITDA Other FinancialSales/RevenueFinancial 
(unspecified)

EPSCash
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The ability to withhold payment of an incentive plan 
(“malus”) or to reclaim an award after it has been paid 
(“clawback”) is now the norm within Main Market 
companies. In the FTSE All Share, it is almost universal 
practice to include malus and/or clawback provisions in 
annual bonus plans.

We are yet to see many examples of malus and clawback 
provisions being disclosed by companies on AIM; in the 

companies covered by this report, only 23 companies 
disclose either malus or clawback in their annual bonus 
plans, with 15 of these in the AIM 100. We are aware 
of some AIM companies which include such provisions 
but which do not include a formal disclosure of them; 
accordingly, our analysis almost certainly underestimates 
their prevalence to some extent.

Malus and clawback



18 FTSE AIM Directors’ Remuneration

Long-Term Incentives
Long-term incentives in AIM companies offer far more variety than in companies on 
the Main Market. More than half of long-term incentives (“LTIs”) awarded to CEOs 
in the AIM 100 were made under Share Option Plans, with around a third operating 
Performance Share Plans. This is in stark contrast to Main Market companies of  
equivalent size, where over 82% operate a Performance Share Plan and only 5%  
operate a Share Option Plan.

LTIs can be structured in a number of ways, all of which 
carry both advantages and disadvantages. 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.

• Other LTI structures – other structures include Value 
Creation Plans, which are typically one-off, end-to-end 
plans under which the participant receives a share of 
the upside in any value generated for shareholders, or 
Cash Plans, in which an award over a set amount of cash 
is made which pays out at the end of the performance 
period, to the extent to which performance measures  
are satisfied and subject to continued employment.

Some of these alternative structures may be useful for 
certain AIM companies, as they can be less dilutive than 
SOPs or PSPs.

The chart on the right shows a breakdown of the LTI 
structures used by companies on AIM and by companies  
of a similar size on the Main Market.
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Long-Term Incentives available to Executive Directors

It is majority practice among Main Market companies to make 
an annual award of long-term incentives, but practice is more 
mixed on AIM; in our experience, some companies make 
annual awards while other companies make triennial awards 
with three-year performance measures, balancing cost and 
dilution concerns with the need to avoid “fallow” years in 
which a director has no outstanding long-term incentives.

Of CEOs who participate in a long-term incentive plan 
(around 80% of CEOs in both the AIM 200 and similarly-
sized companies on the Main Market), only around 50% of 
eligible AIM 200 CEOs received an award under a long-term 
incentive plan in the year while almost 90% received an 
award among the Main Market companies.

There are a number of reasons why annual awards are 
less common among AIM companies than Main Market 
companies. Lower levels of award among AIM companies 
than the Main Market equivalents means that gearing is 
typically lower in AIM, and occasional grants over a higher 
multiple of salary may provide more incentive and better  
aid retention than smaller, annual awards.

Affordability, dilution and liquidity may also be factors, 
particularly among smaller companies. On this last point, 
relatively illiquid stock not only affects a company’s ability to 
purchase shares with which to satisfy an award (hampering 
the company’s ability to control dilution) and to sell shares in 
order to satisfy the tax liability associated with an award,  
 

but could also lower the “perceived value” of awards 
received by an executive; the executive cannot realise the 
value of a vested award if there is no market for the shares.

Where disclosed, the vast majority of long-term incentive 
awards are released/exercisable after three years; post-
vesting holding periods (where the executive may not 
sell awarded shares for a period after the award vests) 
and performance periods of greater than three years are 
extremely rare on the AIM market. In the FTSE SmallCap, 
64% of companies now operate a combined performance 
period and holding period of at least five years but, 
unsurprisingly, very few AIM companies have adopted  
such practices.

Executive Directors awarded an LTI in 2017

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

AIM Market 37% 52% 53% 39% 59% 44%

Main Market Median 65% 77% 65% 80% 75% 65%

AIM
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PSP PGSP SOP MSP RSP Other None
0%

10%

20%

30%

40%

50%

60%

70%

80%

90%



20 FTSE AIM Directors’ Remuneration

Value of LTI awards

Measuring long-term performance

The following tables present a quartile analysis of the face 
value of awards to Executive Directors under all PSPs and 

SOPs, again including only companies where an award was 
granted in the year.

The selection of performance measures is key to the success 
of any long-term incentive. 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 realised between the use of (i) multiple measures  
to link more directly to strategy and the company’s KPIs,  
(ii) simplicity, and (iii) line-of-sight for the participant and  
a genuine link to performance.

A large number of discrete performance measures could 
result in more stable “average” vesting levels each year 
as some measures vest in full and others lapse, making 

very high rewards for exceptional performance or very 
low / nil rewards for below-target performance less likely. 
Meanwhile, the use of a sole performance metric can 
incentivise Executive Directors to focus only on that one 
measure, possibly at the expense of other measures which 
may be important to the company’s strategy.

It is most common for AIM companies operating a PSP  
to use a single performance measure, although a large 
number of companies use two measures. For Share 
Option Plans, 52% of companies do not use performance 
measures; where measures are used, most companies  
use only one measure.

We have not presented a median for the face value of Share 
Option Plan awards to directors of companies on the Main 
Market, as there were very few examples of Main Market 
companies which granted such an award during the year.

The following table presents a quartile analysis of the total 
fair value of LTIs which are awarded to Executive Directors 
under all LTI structures, including performance shares, share 
options, matching shares and restricted shares.

Face value of PSP awards granted in 2017 (% of base salary)

Face value of SOP awards granted in 2017 (% of base salary)

Fair value of LTI awards 2017/18 (£’000)

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile 236% 206% 811% 124% 91% 75%

Median 126% 122% 150% 93% 59% 60%

Lower Quartile 98% 85% 61% 64% 45% 45%

Main Market Median 106% 103% 84% 104% 100% 113%

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile 113% 547% 454% 205% 75% 51%

Median 44% 236% 227% 63% 6% 39%

Lower Quartile 41% 160% 153% 36% 2% 10%

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile £317 £234 £268 £193 £67 £65

Median £217 £134 £109 £80 £41 £38

Lower Quartile £83 £80 £5 £31 £7 £4

Main Market Median £280 £168 £101 £271 £172 £407

Discount for AIM 23% 20% -7% 70% 76% 91%
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There has been much debate surrounding the performance 
measures operated in LTIs. In particular, frequent questions 
relate to whether measures are aligned with company 
strategy, and whether they are the best indicators of the 

long-term success of the company. The following charts 
show the performance measures used in PSPs and SOPs in 
the AIM 200.

Number of performance measures

PSP

SOP

Performance measures in PSPs Performance measures in SOPs

Other
21%

TSR or Share
Price
25%

EPS
18%

6% 18%

6%

6%

Other
11%

TSR or Share
Price
13%

EPS
9%

None
52%

3% 9%

-

3%

No measures 1 measure 2 measures
0%

10%

20%

30%

40%

50%

60%

3+ measures



22 FTSE AIM Directors’ Remuneration

Performance measures based on Total Shareholder Return 
(“TSR”) or share price targets are the most common for 
PSPs (which, by definition, have performance measures 
associated with them), with 55% of companies using one 
of TSR or share price as either a single metric or as one 
of several. Earnings per Share (“EPS”) is also prevalent 
among AIM companies, with 48% of companies using EPS 
as either a single measure or in conjunction with TSR or 
another measure for PSPs. 79% of companies use either a 
TSR or share price measure or EPS to some extent. 39% of 
companies use ‘other’ measures (21% do so exclusively) on 
AIM, compared with 42% in the FTSE SmallCap (only 7% 
exclusively).

A market-value Share Option Plan will return no value to the 
Executive unless the share price has increased since grant; 
arguably, this is in itself a performance measure, and aligns 
the Executive’s interests with those of the shareholders 
through incentivising share price growth. A little over half 
of Share Option Plans do not have explicit performance 
measures attached.

Where performance measures are used in Share Option 
Plans in the AIM 200, TSR and share price measures are 
again the most common performance measure, with 52% 
of companies using them, followed by EPS (44%).

There are two ways in which companies can measure TSR, 
by setting either relative or absolute targets. Relative TSR 
measures a company’s returns compared with a selected 
comparator group and typically rewards an Executive 
where returns have been higher than the median of the 
comparators even if negative in absolute terms. Conversely, 
absolute TSR measures whether the share price has risen 
in absolute terms, regardless of whether the company may 
have underperformed its peers. Where a company is not 
paying material dividends, share price is a proxy for TSR.

It is interesting to note the pervasiveness of absolute TSR 
measures on AIM compared with the Main Market. For PSPs 
on AIM, 56% of TSR measures are based on absolute TSR or 
share price targets with the balance based on relative TSR, 
and for Share Option Plans almost all plans measure TSR on 
an absolute basis. Among the Main Market comparators, a 
little over 15% of companies use an absolute measure, with 
an overwhelming majority using a relative TSR measure. 
We believe that, at least in part, this difference is a result 
of some companies on AIM viewing success differently 
from many on the Main Market; more mature companies 
may view success as either keeping up with or exceeding 
the market, whereas younger, less established companies 
may see their priority as high growth regardless of how the 
wider market is performing. The perceived complexity of 
TSR may also be a factor; with external data being required 
to measure relative TSR, smaller companies may choose to 
base all of their performance measures on internal budgets 
and results.

The charts below show a breakdown of the performance 
measures used other than TSR, share price and EPS. The use 
of non-financial measures is rare for Share Option Plans on 
AIM but is more common for PSPs (recalling that only 39% 
of PSPs and only 17% of SOPs use measures other than EPS 
or TSR and are included in this sample). Such measures may 
involve strategic goals, such as a product launch or gaining 
regulatory approval, or customer service or safety statistics. 
Other financial measures include profit or sector-specific 
measures such as Total Property Return.

Breakdown of “other” performance 
measures in PSPs

Breakdown of “other” performance 
measures in SOPs

11% Non-financial

89% Financial

32% Non-financial

68% Financial
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Given the current executive remuneration landscape, and 
the increasing demand for ‘pay for performance’ and 
a remuneration strategy that is clearly aligned with the 
success of the company, we envisage that the move to a 
broader range of performance conditions other than only 

the standard TSR and EPS measures is likely to continue. 
Indeed, supporting companies when considering the most 
appropriate metrics is often a significant part of the advice 
which we provide to clients.

Long-term incentives below the AIM 200

While Performance Share Plans make up a little over 50% of 
long-term incentives in the AIM 100, Share Option Plans are 
more common in the AIM 101-200 and among smaller AIM 
companies. Particularly among AIM companies with a market 
capitalisation of £100m or below, Share Option Plans make 
up the vast majority of LTIs. Interestingly, approximately half 
of SOPs have some performance measures attached and this 
pattern remains broadly consistent across AIM.

The chart below shows the proportion of Performance 
Share Plans and Share Option Plans among the largest  
500 AIM companies, broken down into bands of 100.  
The Share Option Plan data is split between those which  
use performance measures and those which do not.

Split between PSPs and SOPs across AIM

The ability to withhold payment of an incentive plan 
(“malus”) or to reclaim an award after it has been paid 
(“clawback”) is now the norm within Main Market 
companies. In the FTSE All Share, it is almost universal 
practice to include malus and/or clawback provisions in LTIs.

We are seeing only limited examples of malus and clawback 
provisions being disclosed by companies on AIM, although 

this is more common for LTIs than for annual bonuses; in the 
companies covered by this report, only 35 companies disclose 
either malus or clawback in their LTIs, with 23 of these in  
the AIM 100. We are aware of some AIM companies which 
include such provisions but which do not include formal 
disclosure of them; accordingly, our analysis almost certainly 
underestimates their prevalence to some extent.
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Total fixed remuneration 2017/18 (£’000)

Regardless of performance outcomes, as long as they 
remain in 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 on AIM.

Fixed remuneration

Total 
Remuneration

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile £484 £335 £379 £334 £234 £222

Median £371 £263 £269 £279 £200 £193

Lower Quartile £310 £213 £203 £219 £150 £130

Main Market Median £514 £360 £338 £441 £286 £304

Discount for AIM 28% 27% 20% 37% 30% 36%

When determining the suitability of a remuneration package, or indeed any element 
thereof, 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.

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.

We include two ways of analysing total remuneration  
in the AIM 200:

1. ‘Total on-target’ method: based on the total   
 remuneration which Executive Directors would expect to  
 receive at on-target performance. This consists of the  
 salary, benefits, pension, the on-target bonus (or, if this  
 is not disclosed, the bonus paid last year) and the  
 expected value of long-term incentive plan awards  
 made in the year.

2. ‘Total paid’ method: includes the total salary, pension,  
 benefits and bonus received in the year. This is  
 analogous to the single figure table which companies  
 on the Main Market publish, although we have excluded  
 the value of equity awards for consistency, as not all AIM  
 companies disclose this.
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Total target remuneration excluding LTIs expressed as a % of CEO total target remuneration 

The following table analyses the relationship between the 
total target remuneration (excluding LTIs) of the CEO and 
the other directors. Where there is more than one Other 

Executive Director at a company, total remuneration  
is averaged.

The following table shows the total target remuneration 
which executives would expect to receive, including the 

fair value of LTIs. See the “Methodology” section for more 
detail around the calculation of total target remuneration.

 AIM 100 AIM 101-200

 CFO OD CFO OD

Upper Quartile 77% 93% 86% 92%

Median 67% 73% 74% 68%

Lower Quartile 59% 52% 63% 52%

Main Market Median 63% 59% 63% 63%

The tables below show the “target” remuneration which 
executives would expect to receive, excluding the value of 
any long-term incentives.

The discount to the Main Market median is 36% for a  
CEO in the AIM 100 and slightly higher at 43% in the AIM 
101-200.

The following table shows a quartile analysis of the total 
remuneration received in the year, excluding the value of 
any equity awards.

Total target remuneration excluding LTIs 2017/18 (£’000)

Total remuneration paid 2017 excluding LTIs (£’000)

Total remuneration

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile £731 £462 £440 £450 £310 £308

Median £510 £375 £371 £351 £242 £230

Lower Quartile £403 £282 £255 £238 £171 £145

Main Market Median £800 £522 £527 £614 £405 £446

Discount for AIM 36% 28% 30% 43% 40% 48%

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile £933 £511 £514 £531 £363 £300

Median £576 £403 £404 £376 £267 £225

Lower Quartile £426 £308 £270 £274 £182 £169

Main Market Median £769 £509 £475 £605 £377 £406

Discount for AIM 25% 21% 15% 38% 29% 45%
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Total target remuneration 2017/18 (£’000)

The discount is higher when long-term incentives are 
included, at 40% at median for CEOs in the AIM 100 
compared with their Main Market counterparts, and at 54% 
in the AIM 101-200.

The chart below illustrates the median total remuneration 
received at the on-target level in both the AIM 100 and 
the AIM 101-200 and compares this with the Main Market 
equivalent levels.

Total target remuneration by role 2017/18

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile £1,126 £649 £567 £577 £395 £360

Median £668 £456 £373 £395 £271 £251

Lower Quartile £445 £307 £260 £244 £182 £158

Main Market Median £1,122 £751 £726 £853 £534 £586

Discount for AIM 40% 39% 49% 54% 49% 57%
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Share ownership guidelines

Shareholders of Main Market companies now expect a 
policy designed to increase the long-term shareholding of 
their executives and this principle has been incorporated 
into the UK Corporate Governance Code. The revised 
UK Corporate Governance Code additionally encourages 
companies to form a policy on post-employment 
shareholding guidelines, although we are yet to see 
significant movement on this.

92% of companies disclose a shareholding guideline for 
their executives in the FTSE SmallCap, typically expressed as 
a percentage of salary. Five years is by far the most popular 
time period over which the guideline is expected to be met,  

where a time period is disclosed. A common alternative 
(or additional) approach is to require directors to hold a 
proportion of any shares that vest from long-term incentive 
arrangements until the required level is met, and not set  
a time period.

Some AIM companies, particularly within the AIM 100, 
have introduced such guidelines; where such guidelines 
exist, they are typically over 100% or 200% of salary. 
The following table presents the level of share ownership 
guidelines as a percentage of base salary. Again, in our 
experience, the actual prevalence of such guidelines will  
be higher.

Share ownership guidelines 2017/18 (% of base salary)

 AIM 100 AIM 101-200

 CEO CFO OD CEO CFO OD

Upper Quartile 200% 200% 200% 138% 100% -

Median 200% 125% 150% 100% 100% 100%

Lower Quartile 100% 100% 100% 100% 100% -

% with SOGs 22% 22% 16% 9% 9% 7%

Main Market Median 200% 200% 175% 150% 150% 150%

% with SOGs 90% 95% 91% 80% 78% 69%

Total target remuneration expressed as a % of CEO total target remuneration

The following table analyses the relationship between the 
total target remuneration (including LTIs) of the CEO and 
the other directors. Where there is more than one Other 

Executive Director at a company, total remuneration  
is averaged.

 AIM 100 AIM 101-200

 CFO OD CFO OD

Upper Quartile 79% 83% 85% 92%

Median 65% 70% 75% 68%

Lower Quartile 57% 47% 63% 51%

Main Market Median 61% 58% 63% 66%
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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. Among the larger AIM 
companies, a little over 35% of companies have a designated 
SID. 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 chairman.

The most common committees are the Audit Committee, the 
Remuneration Committee and the Nominations Committee. 
Other committees which some companies have include 
committees for Risk, Governance, Investment or Corporate 
Social Responsibility, although these are less common.

The Chairman of the Board may be a member of, or indeed 
act as chairman of, one or more committees. The Chairman 
often acts as the Nominations Committee chairman.

The financial crisis has amplified Non-Executive Directors’ responsibilities and 
accountability, as greater business challenges have arisen. Reputational risk and increased 
regulatory burdens (particularly, but not exclusively, in financial services), have no doubt 
increased the time commitment and pressures associated with non-executive roles.

Increases in total fees

The table below presents the increase in total fees compared 
with the previous year (including only those cases where 
there has been an increase). In the AIM 100, Chairmen’s 
fees increased by 6.4% at median, SIDs’ fees by 3.0% (albeit 
over a small sample) and other NEDs’ fees by 6.4%, above 
inflation and the increases seen for Executive Directors. Fee 
inflation is slightly lower in the AIM 101-200 for Chairmen, 
although higher for SIDs and NEDs.

It should be noted that only 37% of AIM 200 Non-Executive 
Directors (43% and 30% in the AIM 100 and AIM 101-200 
respectively) were awarded an increase during the year, 
with 26% of Chairmen also receiving an increase. 38% of 
Non-Executive Directors received an increase at Main Market 
companies of an equivalent size and 16% of Chairmen 
received an increase.

Increase in total fees (of those receiving an increase)

 AIM 100 AIM 101-200

 Chair SID NED Chair SID NED

Upper Quartile 52.8% 5.0% 11.1% 24.0% 8.4% 10.1%

Median 6.4% 3.0% 6.4% 4.2% 7.3% 7.1%

Lower Quartile 2.4% 3.0% 3.0% 1.7% 5.5% 1.6%

Main Market Median 2.3% 5.8% 3.0% 2.0% 3.8% 2.8%
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Base fees 2017/18 (£’000)

Additional fee for acting as Senior Independent Director 2017/18 (£’000)

Chairman fees 2017/18 (£’000)

Fees for the Company Chairman

Fees for Non-Executive Directors

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 on AIM.

Among larger companies, 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 SmallCap, most companies provide a breakdown 
of NEDs’ fees.

The table below presents a quartile analysis of NED base 
fees on AIM.

The table below shows a quartile analysis of additional fees 
for acting as Senior Independent Director. Only 11% of  

companies in the AIM 200 disclose that they pay an 
additional fee for acting as SID, most of these in the AIM 100.

 AIM 100 AIM 101-200

Upper Quartile £113 £80

Median £80 £70

Lower Quartile £70 £50

Main Market Median £150 £119

Discount for AIM 47% 41%

 AIM 100 AIM 101-200

Upper Quartile £50 £43

Median £40 £38

Lower Quartile £35 £33

% disclose 57% 71%

Main Market Median £48 £41

% disclose 97% 90%

 AIM 100 AIM 101-200

Upper Quartile £10 -

Median £10 £4

Lower Quartile £5 -

% disclose 17% 5%

Main Market Median £7 £5

% disclose 68% 47%
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Total fees paid

This table highlights the total fees paid to Non-Executive 
Directors, split into all of those that chair at least one 
committee and those that chair no committees.

Paying an additional fee to the SID is common practice on the 
Main Market; among similarly-sized Main Market companies, 
57% of companies disclose an additional fee for the SID.

The following table presents the additional fee for chairing a 
committee.

Additional fee for acting as chairman of a committee 2017/18 (£’000)

Only 20% of AIM 200 companies disclose additional fees 
for chairing a committee, with only a few companies 
disclosing additional fees for being a member. This 
compares to 72% of companies of a similar size disclosing 
fees for committee chairmen on the Main Market. It is less 
common to pay fees for committee membership as many 
companies feel that this commitment is averaged out across 
directors so is covered by the base fee.

It is more common to receive additional fees for chairing 
the remuneration and audit committees rather than the 
nomination committee, partially as the latter is often chaired 
by the company chairman who does not typically receive 
separate additional fees.

Total fees paid for NEDs 2017/18 (£’000)

 AIM 100 AIM 101-200

 Audit Rem Nom Audit Rem Nom

Upper Quartile £10 £10 £6 £10 £10 -

Median £5 £6 £5 £5 £6 £5

Lower Quartile £5 £5 £5 £5 £5 -

% disclose 22% 21% 8% 14% 18% 5%

Main Market Median £8 £8 £8 £8 £8 £6

% disclose 81% 76% 24% 65% 60% 18%

 AIM 100 AIM 101-200

 All Chair No Chair All Chair No Chair

Upper Quartile £52 £54 £54 £45 £46 £45

Median £45 £46 £40 £39 £40 £35

Lower Quartile £37 £40 £32 £34 £35 £33

Main Market Median £50 £54 £48 £44 £45 £42

Discount for AIM 11% 15% 16% 11% 10% 17%
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Percentage of companies which have made awards under equity plans to NEDs

 Median market capitalisation £`m % of companies making awards to NEDs

AIM 100 £403 7%

AIM 101-200 £144 17%

AIM 201-300 £76 16%

AIM 301-400 £43 20%

AIM 401-500 £27 21%

Participation in equity plans

The UK Corporate Governance Code, applying to companies 
listed on the Main Market, requires companies to identify 
whether it considers each Non-Executive Director to 
be independent. One circumstance which can impair 
independence listed within the UK Corporate Governance 
Code is whether a NED “has received or receives additional 
remuneration from the company apart from a director’s 
fee” or “participates in the company’s share option or a 
performance-related scheme.”

As such, the guidelines of many institutional investors and 
advisory voting services (both ISS and IVIS) state that NEDs 
in the Main Market should not participate in equity plans. 
It is, therefore, rare for companies on the Main Market to 
operate equity plans for NEDs (only 1% of companies on the 
FTSE All Share allow NEDs to participate in such a plan).

Practice is much more mixed on AIM (where most 
companies are likely to choose to apply the QCA Corporate 
Governance Code), with the advantages of granting 
share options or shares to NEDs (e.g. helping to attract 
a prestigious NED to join the Board while at the same 
time conserving cash and improving alignment with 

shareholders) often considered to outweigh the issue of 
compromising independence. Indeed, the QCA Code warns 
that “independence can be easily compromised” but does 
not explicitly advise against the use of share incentive 
plans for NEDs, stating only that, where performance-
related remuneration is under consideration, “shareholders 
must be consulted and their support obtained.” Further, 
ISS states that, for AIM companies, share options will 
not be considered to impact on a NED’s independence if 
the quantum is not considered to be material and if the 
company’s policy is not to make recurring awards to NEDs.

As such, while there are independence considerations 
and some additional technical challenges associated with 
making awards under equity plans to NEDs, a number of 
AIM companies (particularly outside the AIM 100) choose to 
make awards to NEDs. The table below shows the number 
of companies which have made awards under equity plans 
to NEDs (as a percentage of companies which publish details 
of remuneration) among the largest 500 AIM companies, 
broken down into bands of 100.



FTSE AIM Directors’ Remuneration 33



34 FTSE AIM Directors’ Remuneration

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. 39% of companies had at least one incumbent 
“Other Executive Director”, and only 11% had two or more.

New joiners are included within the analysis when the 
company provided sufficient information to calculate total 
on-target remuneration. However, they are 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.

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

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, which is in line with the methodology for valuing 
pension under the BEIS regulations.

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 during the last year was assumed to 
be at the target level.

Fair value of LTIs 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 AIM index has been struck as at 1 April 2018. We have sourced the data used 
in this report from companies’ Annual Report and Accounts and have included all FTSE 
AIM 100 companies and the next largest 100 FTSE AIM companies with a year-end  
up to and including 31 December 2017, excluding Investment Trusts.

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.

Rory advises companies on the design and implementation of all aspects of remuneration. 
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.

He has considerable experience of advising companies on the remuneration packages of 
their senior executives and on the design of their incentive arrangements. Darrell has 
extensive modelling and financial skills.

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

Matt has almost 15 years’ relevant experience in the field of executive remuneration and 
has been a Partner for 8 years. He originally qualified as a Chartered Accountant at PwC.

Before joining FIT in June 2016, Matt was the appointed Remuneration Committee advisor 
to circa 35 FTSE 350 and SmallCap companies and also advised a significant number of 
AIM listed companies.

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 across the FTSE All Share and 
AIM for almost 15 years and has assisted with several IPOs in recent years. Prior to joining 
FIT earlier this year, Sahul was the lead advisor to around 30 Remuneration Committees. 
He specialises in the design of tailored remuneration structures, combining strong 
financial and analytical skills with a deep understanding of shareholders’ views.

Sahul 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 10 years’ experience of advising in the field of executive remuneration. 
He originally qualified as a Chartered Accountant at EY.

Iain advises UK and global companies on all aspects of remuneration, including the design 
and calibration of performance targets for incentive plans. He has particular expertise in 
advising on the financial and accounting implications of incentive plan design.

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.

She advises boards and management teams across a range of sectors on all aspects of 
executive remuneration, corporate governance and broader reward matters. 
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