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Remuneration policy
renewals have been focused
on incorporating best
practice features rather than
fundamental structural changes
The ‘traditional’ combination of
an annual incentive plan and
performance share plan continues
to be the preferred remuneration
structure, with only one company
having so far introduced a form of
restricted shares.
Companies continue to introduce
or extend holding periods on
performance share plans, meaning
that 77% of all plans now have a time
horizon longer than three years.
Some companies are reducing
pension provisions (usually for new
executive directors), reflecting calls
from investors for provisions to more
closely align with the wider workforce.
Companies continue to increase
shareholding requirements. Several
companies have introduced a
requirement for executive directors to
maintain a shareholding after leaving
the company.
See page 4 for more.
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Proxy voting agencies have
so far raised fewer concerns
around remuneration than
last year.

So far, ISS has issued proportionally
fewer recommendations to vote
against the annual remuneration
report than last year (4% compared
with 12%).
Glass Lewis has issued more
recommendations to vote against
than ISS and IVIS with five against
annual remuneration reports and
two against remuneration policies.
Whilst IVIS has raised areas of
serious concern on the same
proportion of remuneration reports
as last year, there has been a
significant increase in companies
where no particular concerns have
been raised.
Where issues have been raised
these tend to relate to concerns
around overall quantum and the
link between executive pay and
company performance.
See page 6 for more.
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Shareholder support for the
remuneration report remains
high, having recovered from a
slight dip in 2016

The median vote for the
annual remuneration report
is 96% in FTSE 100 companies
and 94% in the top 30
companies.
Just 7% of companies have
received votes in favour of
less than 80%. So far, just one
FTSE 100 company has not
received a majority of votes
in favour of the remuneration
report.
The median vote for the
remuneration policy report
is 96% in FTSE 100 companies.
Just one company has
received a vote in favour of
less than 80%.

Remuneration outcomes
have remained around
the same level as in
previous years

The median salary increase
remains at 2.0%.
Although median bonus
payouts are slightly lower
than last year at 70% of the
maximum potential award,
three quarters of plans
paid out at least 60% of the
maximum.
Median vesting of 2014 PSP
awards which have vested so
far is 42% of the maximum
potential award. Around
a quarter of these awards
vested at zero.
See page 5 for more.

See page 10 for more.
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Best practice features are increasingly
prevalent
Policy renewal
•• Two-thirds of companies so far this year have put forward a policy for shareholder approval.
•• Most companies have made relatively minor changes to incorporate best practice features.
Simplification
•• So far this season, only one FTSE 100 company has proposed the introduction of a restricted share plan. One FTSE
250 company also proposed the introduction of a restricted share plan for executive directors, although this was
intended to be in addition to the current bonus and LTIP structure. This policy was withdrawn prior to the AGM.
•• A further four FTSE 100 companies have so far disclosed in the remuneration committee chair’s statement
that alternative arrangements, such as restricted share awards, were considered when determining the new
remuneration policy, but were decided against.
•• Five companies have reduced the number of plans in operation. In each of these companies, the ‘traditional’
combination of an annual incentive plan and performance share plan is now in place.
Quantum
•• 74% of companies have not altered the overall level of remuneration available to executive directors in 2017. Overall
opportunity has increased in eight companies and decreased in eight.
Pension provision
•• 12 companies have updated the policy on pension provision, effectively reducing the level of allowance for one or more
of the executive directors. In most cases, this applies to new and future appointments rather than existing directors.
Longer time horizons
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Annual
bonus

Long term
incentive

A portion of the bonus is deferred in 80% of annual bonus plans
5 companies have increased the
level of bonus deferred in shares

No shares are released until at least the third anniversary of grant in 75% of bonus plans

19 companies operating a performance share plan have
introduced or extended holding periods for shares
vesting at the end of the period

10% of plans measure performance over 4 or 5 years

77% of plans have a time horizon longer than three years

In 60% of plans no shares will be released for five years, up from 42% in 2016

Half of all plans now have a standard three year
performance period with a two year holding period

In 13% of plans shares are released over multiple years

Strengthened shareholding
•• 20 companies have increased shareholding requirements for at least one executive director. In a number of these
companies the increase only applies to the CEO.
•• Five companies have introduced a requirement for executive directors to maintain a shareholding after leaving the
company. This was already a requirement at an additional company.
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Pay outcomes are similar to last year
Salary increases
Based on companies which have disclosed forward-looking salaries, more executive directors will receive an
increase in 2017 than in 2016:
•• In 20% of companies the executive directors will receive no increase in 2017 compared with 29% of companies in
2016. This rises to almost a third of the top 30 companies compared with 45% last year.
•• In a third of companies the chief executive will receive no increase, rising to over half of the top 30 companies.
This is similar to last year.

Where
increases
have been
given these
are typically
less than 3%

The median increase is around 2.0% for the chief executive, although it is zero in the top 30 companies. This is similar
to last year. For the other executive directors the median increase is 2.3%, which is slightly higher than last year. In the
top 30 companies the median increase is 2.4%, compared with 1.5% last year.
Where increases have been given these are typically less than 3%. The CEO has received an increase in excess of 3% in
only four companies and only 16% of companies have awarded increases in excess of 3% to other executive directors.
Bonus payouts
Bonus payouts so far this year are slightly lower than last year. The median bonus payout is currently 70% of the
maximum that could be paid compared with 77% last year.
Only two companies have paid no bonus in respect of 2016.
Bonus payouts over the past five years in FTSE 100 companies – % of maximum
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PSP vesting
The median level of vesting for performance share plan (PSP) awards made in 2014 which have vested so far is 42%
of maximum. This compares with 38% of maximum for 2013 awards vesting.
Around a quarter of 2014 awards have vested at zero, which is slightly less than for 2013 awards (30%).
Disclosed use of committee discretion
Around 20% of companies (12) have disclosed that the remuneration committee has exercised its discretion to adjust
the formulaic bonus outcome to reflect overall performance or a specific incident. Of these companies, four also
made similar adjustments to LTIP awards vesting. In all instances, the adjustment reduced the amount received by
the executive director.
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Proxy recommendations reflect
the positive changes
The table below shows the number of reports issued by the three most influential proxy voting services at the time
of writing for the 2017 season.
FTSE 100

Top 30

Institutional Shareholder Services (ISS)

60

23

Investment Association’s Institutional Voting Information Service (IVIS)

60

23

Glass Lewis

68

24

The annual remuneration report
ISS
•• So far in 2017, ISS has recommended a vote against the remuneration report in proportionally fewer FTSE
100 companies than during the 2016 AGM season. Three companies, representing 5% of the companies
reported on so far, have received recommendations to vote against the remuneration report, compared with
12% last year. ISS also recommended an abstention in two companies last year.
•• 40% of FTSE 100 companies have so far received an unqualified recommendation to vote in favour
of the remuneration report from ISS, which is slightly higher than last year. ISS has issued a qualified
recommendation to vote in favour for 55% of companies, compared with 51% in 2016.

IVIS
•• So far this year, IVIS has raised areas of serious concern in two FTSE 100 companies (3%). Both of these are
top 30 companies. Only one of these companies also received a vote against recommendation from ISS.
•• There has been a significant increase in the proportion of FTSE 100 companies where no concerns have been
raised compared with last year, from 55% to 75%. This trend is replicated in the top 30 companies.

Glass Lewis
•• So far this year, Glass Lewis has issued recommendations to vote against the remuneration report in six
companies, representing 9% of FTSE 100 companies. Two of these companies are in the top 30.
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So far this
year, IVIS
has raised
areas of
serious
concern
in two
FTSE 100
companies
(3%)
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The charts below illustrate IVIS and ISS voting recommendations on the annual remuneration report over the
last four years, as well as Glass Lewis recommendations for 2017. In total, nine companies have so far received a
negative recommendation from at least one of ISS, IVIS and Glass Lewis.
IVIS, ISS and Glass Lewis voting recommendations for the annual remuneration report – FTSE 100
(2016/17 includes proxy voting reports published for meetings held up to the end of May 2017)
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IVIS, ISS and Glass Lewis voting recommendations for the annual remuneration report – Top 30
(2016/17 includes proxy voting reports published for meetings held up to the end of May 2017)
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The policy report
•• So far, around two-thirds of FTSE 100 companies have sought shareholder approval for a revised remuneration
policy report this season, reflecting the requirement under the 2013 remuneration regulations to hold a binding
policy vote at least every three years.
•• Overall six companies have received a negative recommendation from at least one of ISS, IVIS and Glass Lewis so far:
–– ISS has recommended a vote against the remuneration policy in three companies
–– IVIS has raised serious areas of concern in relation to the remuneration policy in only one company
–– Glass Lewis has recommended a vote against the remuneration policy in two companies
•• One of these companies withdrew the policy resolution before the AGM took place.
IVIS, ISS and Glass Lewis voting recommendations for the remuneration policy report – 2016/17
(2016/17 includes proxy voting reports published for meetings held up to the end of May 2017)
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Some concerns remain

Increases in quantum

Shareholders continue to raise concerns around
decisions that lead to significant increases to
executive directors’ pay. Specific concerns include:
•• Significant increases in variable incentive
opportunity
•• Substantial salary increases which have a knockon effect on the overall size of the package
•• Granting of exceptional awards, for example for
the purposes of recruitment and retention

Link between pay and
performance

Investors are making it clear that they expect
remuneration committees to set appropriately
stretching targets and to exercise appropriate
discretion in order to ensure that incentive
outcomes and awards reflect the wider performance
of the business and align with shareholder interests.
Companies have faced a negative reaction for:
•• Performance metrics which do not adequately
measure long-term performance
•• Lowering of performance targets without
compelling rationale or targets which are
considered to be insufficiently stretching
•• Structuring incentive awards in such a way that
overachievement against one performance metric
can compensate for lack of achievement against
another
•• Adjusting targets which has then resulted in larger
payouts or failing to apply discretion to outcomes
in the context of poor company performance or
specific material events

Concerns around quantum are the most frequently
raised issue for remuneration policy reports
receiving a negative voting recommendation.

A weak link between pay and performance is the
most common rationale given by proxy voting
agencies when issuing voting recommendations for
the annual remuneration report.
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Restraint reflected in voting outcomes
Annual remuneration report
So far in 2017, the level of shareholder support for the remuneration report is consistent with historic trends over the
last five years, having recovered from a slight dip in 2016:
•• The median vote for the report is 96% in FTSE 100 companies, which is the same as last year and in line with the
range of 96% - 97% we have seen over the last five years.
•• The median vote in the top 30 companies has been slightly lower than for FTSE 100 companies over the last five
years. The median vote so far this year is 94%, compared with 93% last year.
•• To date in 2017, 81% of FTSE 100 companies and 73% of the top 30 companies received more than 90% of votes
in favour of the directors’ remuneration report. Again, this represents a recovery from the dip in 2016.
•• Just 7% of companies have received votes in favour of less than 80%. So far, only one FTSE 100 company has not
received a majority of votes in favour of the remuneration report.
Proportion of votes in favour of the annual r emuneration report over the past five years
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The higher levels of positive proxy voting recommendations and voting outcomes are reflective of trends noted
elsewhere in this report, namely that companies have taken a relatively cautious approach during the 2017 AGM
season by adopting best practice features and exercising restraint on quantum. It is therefore important to note
that shareholders continue to take a strong position where practices are not considered to be in line with best
practice and this is evident at the lower end of the voting spectrum.
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The median
vote in
favour of the
remuneration
report is 96%,
in line with
the range of
96 - 97% over
the last five
years
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The following charts illustrate the proportion of shareholders voting in favour for each company and how
this relates to the colour coded IVIS reports from the Investment Association and to the proxy voting
recommendations of ISS and Glass Lewis. As we have noted in previous years we see a high correlation between
the voting recommendations from ISS and the voting outcome. Many US shareholders will automatically follow ISS
and Glass Lewis recommendations and companies with a significant US shareholding may want to take note of this.
FTSE 100 proportion of votes in favour of the annual r emuneration report for each company in 2017
(2017 includes meetings held up to the end of May 2017)
ISS voting recommendation

IVIS colour code
% votes in favour

% votes in favour

100%

100%

90%

90%

80%

80%

70%

70%

60%

60%

50%

50%

40%

40%

30%

30%

20%

20%

10%

10%

The adoption
of best
practice
features and
restraint on
quantum has
led to higher
levels of
shareholder
support

0%

0%
Serious area of concern
Some areas of concern
No areas of concern

Vote against
Abstain
Vote for but issues raised
Vote for

Glass Lewis voting recommendation
% votes in favour
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%
Vote against
Abstain
Vote for but issues raised
Vote for

11

The story of the 2017 AGM season so far|Initial findings on directors’ remuneration in FTSE 100 companies

Top 30 companies proportion of votes in favour of the a
 nnual remuneration report for each company in 2017
(2017 includes meetings held up to the end of May 2017)
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The policy report
So far in 2017, the level of shareholder support for the policy report has been higher than for the annual
remuneration report:
•• The median vote for the policy report is 96% in FTSE 100 companies.
•• To date in 2017, 90% of FTSE 100 companies received more than 90% of votes in favour of the remuneration
policy report.
•• So far, all FTSE 100 companies putting forward a policy to vote have received a majority of votes in favour of
remuneration policy report. Just one company has received a vote in favour of less than 80%.
Proportion of votes in favour of the remuneration policy report – 2017
(2017 includes meetings held up to the end of May 2017)
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FTSE 100 proportion of votes in favour of the remuneration p
 olicy report for each company in 2017
(2017 includes meetings held up to the end of May 2017)
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We look forward to discussing further with you some of the challenges
you will be facing over the next twelve months.
Remuneration strategy conference (3 October 2017)
Join us at our annual conference where we will be looking back at 2017 and discussing how the world of executive
remuneration will look in 2018. The conference will take place at our offices at 2 New Street Square. Registration for
the conference will open at www.deloitte.co.uk/events in July.
Forthcoming reports and surveys
Directors’ remuneration in FTSE 100 and 250 companies
Each year we produce reports on directors’ remuneration in FTSE 100 companies and FTSE 250 companies. These
reports allow us to focus specifically on the different remuneration practices and issues faced by these two groups
of companies. The reports provide detailed analyses of basic salary, salary increases, annual bonus payments
and details of annual and long term incentive design, pensions, notice periods, recruitment and termination
arrangements and other aspects of remuneration policy. The reports will be available, free of charge, in the autumn.
Beyond the Board - Survey of remuneration for positions below the board
We would like to invite you to participate in our free survey of remuneration for the important roles that sit directly
below the main board; a group of roles where reliable pay information is often hard to find. Participation in the
survey will ensure that you receive up to date and high quality pay, benefit and incentive information for this group
of employees at FTSE All Share companies. Data is treated confidentially and there is no subscription fee. We are
currently in the process of collecting data for the 2017 survey and results will be published in November. Email
executiveremuneration@deloitte.co.uk for further details on how to sign up.
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Contacts
If you would like further information on any of the areas covered in this report or help in interpreting and using this data please do not
hesitate to contact any of the names below:
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