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Introduction

Welcome to Mercer’s 2024 UK Board
Remuneration Handbook, covering the latest
FTSE350 Board remuneration practices and
trends.

The 2024 remuneration disclosures tell two different
stories. The latest headline statistics show UK
executive pay reverting to the long-run norm following
some years of volatility caused by the pandemic,
supply chain disruptions, international conflicts and
ensuing rises in inflation. Beneath the surface,
however, we may be seeing the precursors of
significant future change.

Over the last year, the UK’s standing among global
financial markets has been questioned as investors
have seen a number of high-profile companies choose
to list in the US rather than London. At the same time,
the competitiveness of UK executive pay relative to the
US has also become a concern for companies seeking
to attract the best talent. Among this year’s AGMs, we
have seen a number of companies seek to address
these concerns around pay competitiveness by
introducing innovative new policies that attempt to
bridge the Atlantic divide. The response from investors
to these more US-style policies has been mixed, with
some companies obtaining strong support and others
seeing material dissent.
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As we publish this handbook, the Investment
Association has also published new Principles of
Remuneration. These represent a significant re-writing
of the existing Principles. Among other changes they
introduce some welcome additional flexibility for
companies who wish to tailor their approach to their
particular circumstances.

The changes to the Investment Association Principles
may take a little time to digest and may not
significantly influence new policies until 2026, when
around 50% of UK listed companies will be required to
hold their next triennial binding Directors’
Remuneration Policy vote. As part of their preparation
for 2026, companies will be considering their own
competitive challenges in light of the trends outlined in
this handbook and how their next Remuneration Policy
should evolve to address these.

We trust this handbook is helpful as you begin to
review your Policy for 2025 and beyond. Please
contact any of the team with comments or questions —
refer to the back of this handbook for details.

Mercer UK Executive Reward team
October 2024

Note: this handbook comprises data for FTSE financial year-ends up to
and including 31 March 2024. Where relevant, data has been converted
to GBP using the Q1 2024 average FX rate (£1: €1.17 : $1.27)
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season
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Summary of key trends during the 2024 AGM season

Element of Details
reward
Salary + Typical executive salary increases in 2023/24 were still being driven by above target inflation, which

led companies to award executives increases in the range of 3.0% to 5.0%
* These increases were nevertheless generally below or aligned to salary increases offered to the
wider workforce as investor pressure to moderate increases continues

Annual bonus * Median bonus payments in respect of 2023 performance were slightly lower than those received in
respect of 2022, but are nonetheless back to the pre-pandemic average level and are above most
companies’ stated target level of around 50% of maximum

+ Investors are likely to focus on the level of payouts at companies where bonuses are significantly
above the target level and company performance is perceived to be unexceptional

Long-term * LTI payout levels in both the FTSE100 and FTSE 250 are now back to their pre-pandemic level
incentives » Performance share plans remain the predominant LTI vehicle in the UK with only a handful of
companies granting restricted shares to Executive Directors, typically with a 5-year time horizon and
performance underpin(s). Restricted share plans are very common below Board creating a potential
disconnect in the design of remuneration for Executive Directors compared to other employees
+ A small minority of companies sought and gained approval for “hybrid” LTI in which Executive
Directors receive grants of both performance shares and restricted shares

Pension * Almost all FTSE350 companies have now aligned executive director pension contributions to the
wider workforce
+ The remaining handful of companies that have not yet aligned pensions for incumbent executive
directors may find that over time they come under greater pressure on this issue

Total earnings * In broad terms, the median actual total single figure realised pay levels are higher than last year by
c.7% for CEOs and ¢.13% for CFOs across FTSE350 companies

ESG * The rapid increase in prevalence of ESG measures has slowed, with a slight fall in annual bonus
plans containing ESG metrics and a slight increase in long-term incentives containing ESG metrics.
This may suggest that companies are becoming more comfortable setting longer-term targets in this
area
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This “out-of-cycle” year has seen shareholder support for
remuneration policies decrease slightly, and support for
iImplementation reports increase slightly

Around one-third of FTSE350 companies sought a Trend in AGM voting outcomes
shareholder vote on a new remuneration Policy at 2024 Average % votes in favour
AGMs - compared to around half last year. The lower
number of Policy votes reflects the fact that most of the
FTSE remains on the same three-year Policy cycle.

The average level of shareholder support has decreased
slightly from ¢.93% to ¢.90% year-on-year. This decrease
is comparable to that seen at similar stages in previous
three-year policy cycles: 2023 was an “in-cycle” year
whereby the majority of companies were required to hold a

IN[SDREES

Policy Report —— FTSE100 == FTSE250

- 96%
- 94%
- 92%
- 90%
- 88%
- 86%
84%

Policy vote and a greater proportion of Policies will have 2016 2017 2018 2019 2020 2021 2022 2023 2024
been “roll-overs” with only minor changes and higher
support. 2024 was “out-of-cycle”: companies holding Policy
votes were more likely to have sought significant changes
and fewer roll-overs of existing Policies. However, no
companies have failed their Policy votes so far in 2024.

Implementation report votes have remained broadly flat >%\ 2
\/

compared to 2023 for FTSE250 companies, while
FTSE100 companies have seen an increase in

Implementation Report —— FTSE100 = FTSE250

96%

94%

92%

90%

shareholder support. Eight companies obtained votes in 2016 2017 2018 2010 2020 2021 2022 2023 2024
favour of 80% or lower (vs. nine last year). Two companies

failed to receive a majority vote for their remuneration

report: Plus500 (34.1%) and C&C Group (40.5%).
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The 2024 AGM season saw a decrease in the number of red tops and
an increase in the number of blue tops

There was a smaller proportion of IVIS “Red-Tops” in 2024 IVIS colour tops
compared to the previous year, with the distribution of % of implementation reports
colour-tops continuing to return to those seen pre-2019.

Many of the shareholder voting issues were similar to those FTSE100

from prior years.

45%

Shareholder ‘hot spots’ for the 2024 AGM season Blue &% W BBl 559 l49% 50% [ll53%)
0
* One of the most common reasons for Red-Tops has
continued to be the lack of alignment between executive e sion 4106 40%
. . . 0 0,
director pension levels and wider workforce levels. 39% . 46% 6% 4%
* Another common reason was the poor disclosure of Red mmmm e e mm |
. . 4% 3% 3% 5% 14% 10% 15% 4% 1%
Incentive targets. 2016 2017 2018 2019 2020 2021 2022 2023 2024
+ Some of the Red-Tops were also triggered in relation to
significant salary increases to executives compared to FTSE250
the wider workforce.
+ Other reasons included generous treatment of leavers, 370350
. . .. . 510.44% 0 OB 449 I 415% I 4 3% Il 4 2%, 50%
poor disclosure, insufficiently stretching goals, or Blue By E

bonuses paid based on individual performance only.

47% 57% 58% 4o 40% 45% 500

43% 42%

Red s Bl oom mm mm BH B m ==
6% 10% 7% 7% 7% 15% 12% 8% 8%

2016 2017 2018 2019 2020 2021 2022 2023 2024
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Gender diversity has been a key topic for some shareholders during

the year

Gender diversity is a topic gaining traction, with
some shareholders calling for a more balanced
ratio of males and females within executive roles.

Companies continue to make slow progress in
equalising the balance between male and female
representation, with the 1A expecting to see women
represent at least 33% of all board members.

Only around one quarter of current FTSE100 CFOs
are female and there is further to go in terms of
increasing the proportion of CEOs who are female.
Women occupy only 10% of CEO roles in FTSE100
companies, and just 5% of CEO roles within the
FTSE250.

@ Mercer

Prevalence of females in top executive director positions

CEO
FTSE100 FTSE250
10% 5%
I Male
Female
CFO
FTSE100 FTSE250

18%

I Male

Female

82%

26% '
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There is a disparity between the single figure of remuneration for top
executive director roles on the basis of gender

For FTSE350 companies where females occupy the CEO role, the median single figure of remuneration is ¢.32%
lower than that of the median company with a male CEO. While for CFO roles, the median female CFO single
figure of remuneration is ¢.9% higher than that of the median male CFO.

These figures are inspite of the fact that where FTSE350 CEOs are female the companies they lead typically have
larger market caps than those led by male CEOs (median £4.6bn for female CEOs vs £2.1bn for male CEOSs).
However, some of these differences may be accounted for by differences in sector so comparisons based on size
should be treated with a degree of caution.

FTSE350 CEO Single Figure by gender FTSE350 CFO Single Figure by
£000 gender
£000
3,955 2,265
Upper 2,055
quartile
2,765 Upper
2,465 quartile 1.325 1,445
Median ,
1,685
Lower Median
quartile 1415
9830 Lower 835 835
quartile
Male Female Male Female
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Continuing effects of inflation resulted in increased salary increases
for 2024

Median salaries have increased by between 5% and 7%, slightly higher than the level of median salary increases
awarded to individual incumbents, reflecting incumbent changes and changes in the composition of each index.
Further data on incumbent increases may be found on the next page.

Salaries continue to be well correlated with company size. Median FTSE100 salaries are now £990k and £640k for
the CEO and CFO, respectively (vs £945k and £600k last year), and £665k and £450k in the FTSE250 (vs £630k
and £430k last year).

CEO salary (£000) CFOssalary (£000)
Lower Upper Lower Upper
quartile  Median  quartile quartile Median quartile
FTSE30 1,185 ‘ 1,305 ‘ 1,435 760 |795 850 FTSES0
FTSE31-100 785 ‘ A | 1015 505 | B | 655 FTSE31-100
FTSE250 585 ‘ 665 ‘ 775 400 |450 | 500 FTSE250
FTSE350 620 ‘ 770 ‘ 940 420 | 495 | 605 FTSE350
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Executive salary increases have generally been below that of the
wider workforce

Given persistent inflation going into 2024, the expectation remained that EDs would receive increases that were
lower than the workforce. This expectation has generally been met?.

Where CEO and CFO salaries were increased, the median rise was around 3.0% to 5.0% (4.0% - 6.9% for other
EDs). This compares to 4.0% to 5.0% for executive directors last year. However, we also saw we saw a slight
increase in companies awarding significantly above inflation increases to individual executive directors to address

gaps to market-competitive levels.

CEO salary increases CFO salary increases
(excluding zeroes) (excluding zeroes)
Lower Upper Lower Upper
quartile Median quartile quartile  Median quartile
FTSE30 3.3% 4.0% | 4.5% 3.9% | 4.0% | 45% FTSES0

FTSE31-100 3.9% | 4.0% | 4.9% 38% | 4.0% 5.0% FTSE31-100

FTSE250 3.0% 4.0% | 5.0% 3.0% 4.0% 5.0% FTSE250

FTSE350 3.4% 4.0% | 5.0% 3.0% 4.0% 5.0% FTSE350

1. Not all companies disclose a figure for wider workforce increases, and instead stated a relative position to the executive salary increases
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Maximum bonus opportunities remain stable

2024 median maximum annual bonus opportunities have remained almost unchanged. The only median to
increase was the median maximum bonus opportunity for FTSE100 CFOs (from 180% to 200% of salary).

Investors expect the target bonus opportunity to be no more than 50% of the maximum. Around 82% of the
FTSE350 have a target bonus of 50% of maximum, with only ¢.10% of companies with a target bonus above 50%
(vs ¢.12% of companies last year). It should be noted that considering target as a percentage of maximum is not
common practice internationally, where the focus tends to be on maximum as a multiple of target.

CEO annual bonus opportunity
(maximum as a % of salary)

CFO annual bonus opportunity
(maximum as a % of salary)

Lower _ Upper Lower Upper
Quartile Median  Quartile Quartile Median Quartile
FTSE30 200% [200% 250% 180% | 200% | 210% FTSE30
FTSE31-100 165% 190%| 190% 150% | 175% | 200% FTSE31-100
FTSE250 150% |150% | 200% 125% | 150% | 155% FTSE250
FTSE350 150% 175% | 200% 135% | 150% | 200% FTSE350
@ Mercer The UK Board Remuneration Handbook / 2024 uk.mercer.com/executive-reward © 2024 Mercer 13
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The average number of measures used continues to grow, although
some companies have simplified their scorecards to use fewer metrics

Although the average number of measures used in
annual bonus plans continues to grow, the percentage
of FTSE350 companies that operate a bonus plan and
use three or more measures has fallen from ¢.93% last
year to 86% this year, suggesting some companies are
simplifying their bonus scorecards. ESG metrics have
fallen slightly in prevalence and are now used by
€.78% of the FTSE350 (down from ¢.80% last year).

Profit metrics remain the most common financial
measures — used by ¢.87% of the FTSE350. This is
followed by cashflow, revenue and operating efficiency
measures.

Annual bonuses are commonly complemented by non-
financial measures. Personal and strategic measures
are common non-financial measures but are now used
less than ESG measures.

While non-financial measures are common, financial
metrics generally have the most significant weighting,
with an average ratio of financial to non-financial
measures of roughly 67:33.

Annual bonus performance measures
(prevalence as a % of companies)

FTSES30

Profit NN 3%

Personal objectives [N 56% I 51%
Cashflow I 52% Il 24%
Operating efficiency [N 52% B 26%
Revenue [ 41% I 35%
Capital efficiency [ 22% Bl 18%

ESG N 70%
Other 19% 32%

FTSE31-100

I 89%

I 74%

FTSE250

I 85%

FTSE350

I 87%

IS 50% I 51%

I 40% I 43%

I 37% I 36%

B 24% B 29%

M 1% M 14%

I 81% I 78%
25% 26%
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ESG metrics now commonplace in bonuses

Environmental, social and governance (ESG) However, the past year has seen a small fall in the
measures remain the second most common type of overall number of ESG metrics implemented, with
metric used in annual bonuses. slightly fewer companies including ESG metrics in the
annual bonus and a slight increase in the prevalence of
The type and scope of ESG measures adopted by ESG metrics in LTIs, potentially indicating some
FTSE companies depends on factors such as sector companies are using more robust, longer-term ESG
and the maturity of each company’s ESG strategy. targets.
The trend of companies’ ESG measures being The level of disclosure varies considerably, and many
primarily focused on environmental issues has companies continue to use broad, qualitative targets.
continued, with over half of all ESG measures now
being related to the environment. We expect measures to remain relatively diverse,

reflecting each company’s business model and
circumstances.

Annual bonus performance measures
(prevalence as a % of companies)

Environmental | 51% N 5390 ——39

Customer [ 29% D 33% D 31%
Human Capital |G 27% I 23% . 25%
Diversity, Equity & Inclusion [N 27% I 19% S 23%
Health & Safety [N 26% . 2% I 2%
Governance [ 18% s 1% I 18%
Employee Engagement [ 17% . 22% I 20%
Social [l 8% Bl 9% Bl 9%
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Bonus deferral remains commonplace in FTSE350

The vast majority of the FTSE350 operate mandatory Shareholder pressure for simplified remuneration
bonus deferral into shares. policies has resulted in the demise of voluntary

deferral and share matching plans, with only a very
Over 82% of FTSE350 bonus deferral policies are small minority of companies now offering such
based on a fixed percentage of bonus earned (most arrangements.

often 50% of any payout), with the remaining
companies deferring any bonus earned above a
threshold (e.g. 100% of salary).

Bonus deferral (prevalence) Mandatory deferral amount
None ™ Mandatory deferral ™ Voluntary deferral (% of bonus)
Lower Upper
Quartile Median Quartile
FTSE 100 FTSE 250
FTSE30 40% 50%| 50%
5%
FTSE31-100 33% 50% | 50%
FTSE250 33% |33% 50%
FTSE350 33% 50%| 50%
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Median bonus outcomes for the 2023 financial year are now firmly back
at pre-pandemic levels

Following the rebound in median bonus payouts from Trend in CEO bonus outcomes
2020 to 2021, bonus payouts in respect of both 2022 % of maximum opportunity
and 2023 fell slightly, albeit they have reverted to pre-

pandemic levels. FTSE100
97%
: Upper 88% 88%
The current level of payouts is above the ¢.50% of quartile  78% 80% o501 o
. . . . (1] 0, (]
maximum level that most companies state is their on- Modian 005 5%
target level. This implies that on average FTSE350
. . 0 60%
companies have outperformed their budget forecasts Lower  50% 40% ’
. e . 0,
by a significant margin. quartile 43% 47%
Consistently above target bonus payouts could call into 0%
guestion the robustness of annual bonus targets.
Companies paying relatively high levels of bonus for FTSE250
unexceptional performance are likely to be closely Upper 96% 89%
scrutinised. Quartile  84% 82% 86%
7% 66%
Median 58% 0 63%
40%
47%
Lower 28% 30%
Quartile 0% 16%
2019 2020 2021 2022 2023
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Performance shares remain the predominant long-term incentive
structure in the FTSE350, with only small changes in the prevalence of
other plans year-on-year

The majority of companies (80%+) continue to operate a  Prevalence of long-term incentive vehicle
performance share plan as the sole form of LTI. (% of FTSE350 companies)

A minority of companies have other arrangements in
place. Around 9% of the FTSE350 use restricted shares
(11% last year) as some companies seek more certain,
but less geared, long-term incentives to address
concerns around their ability to set 3-year targets. All
other things being equal, investors generally expect the
face value of restricted shgres to be reduced by 50% 0 | ETSEEED

compared to the face/maximum value of performance companies have Restricted stock plans
shares, to compensate for the more guaranteed nature a performance 9% of companies

of the awards. share plan only

Share matching plans
1% of companies

Value-sharing plans
1% of companies

._

Share option plans
2% of companies

Performance share plans
86% of companies

While it is common to grant a mix of performance and
restricted shares to executives below Board level, only
handful of companies have US-style “hybrid” LTls. In
2023 we saw four companies introduce hybrid plans
with varying levels of shareholder support. Those
companies that received significant support were
successfully able to make the case that their particular
exposure to US talent markets made adoption of a
hybrid essential to their ongoing ability to attract and
retain senior talent with the appropriate skills and

experience for their business.

No LTI
5% of companies

‘7
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A handful of companies increased LTI maxima although overall
LTI award values remain broadly unchanged

Companies looking to address competitive issues with Face value of CEO LTI by
Executive Director packages mostly focused on increasing LTI plan type
. . 0,
opportunities over annual bonus opportunities. In the FTSE100, (% salary)
the median maximum PSP awards increased to 300% of salary qatis Median  qumiie
(290% last year). FTSE250 median maximum PSP awards are PSP (max) 225% 300% 375%
i i i FTSE100
unchgqged, with the upper quartile PSP maximum also RSP 125% 150% 175%
remaining at 250% of salary.
PSP (max) 150% 200% 250%
Shareholders continue to expect remuneration committees at FTSE250  osp 100%  115%  195%
companies where share price has fallen (by 25% or more) to
scale-back LTI awards at grant or commit to apply discretion
on vesting to mitigate the potential for windfall gains.
Fair value! of LTI opportunities (all plans) for CEOs Fair value! of LTI opportunities (all plans) for CFOs
(% of salary) (% of salary)
Lower Upper Lower Upper
Quartile  Median Quartile Quartile  Median Quartile
FTSE30 160% 205% |250% 145% 165% | 200% FTSESO
FTSE31-100 125% | 150% | 200% 100% I 125% | 150% FTSE31-100
FTSE250 75% | 100% | 125% 75% |90%| 100% FTSE250
FTSE350 90% | 115% | 150% 75% | 100%| 125% FTSE350

1.  Estimated at 50% of face value for Performance Share Plans, 20% for Option Plans, 100% for Restricted Share Plans and Monte-Carlo valuation for Value Creation Plans
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LTI scorecard metrics remain consistent year-on-year

Around 70% of FTSE350 companies (over 75% last The prevalence of ESG measures has slightly

year) use three or more measures in determining increased, with 55% of the FTSE350 including such

vesting. metrics in their most recent LTI grants (53% last
year). Where ESG measures are used in the LTI, the

TSR and EPS remain the most common measures, most prevalent measures by far relate to

now followed by ESG measures. Other measures environmental objectives, which now comprise 50%

such as return, cashflow, revenue continue to remain of all ESG measures of FTSE350 LTI grants.

popular. These typically supplement rather than
replace TSR and EPS.

Long-term incentive performance measures
(prevalence as a % of companies)

FTSE30
TSR/share price [N 77 N 61% I 63% . 64%
EPS/Profit I 50% I 61% I 64% I 1%
Capital efficiency NN 47% . 49% I 36% I 41%
Cashflow [N 33% B 20% Bl 16% Bl 19%
Revenue [ 17% B 18% M 10% Bl 13%
Operating efficiency [l 13% M % B % B 7%
Individual objectives [l 10% M 10% B 5% B 7%
ESG N 70% N 63% I 48% I 55%
Other 20% 16% 11% 14%
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EPS remains the second most common measure used within LTI plans
behind TSR/share price

Many companies continue to use EPS as a measure The median EPS payout threshold is a 5% increase
of profitability. Behind TSR/share price, EPS is the per annum. However, some companies anticipating
most common measure used within LTI plans. Most significant growth have EPS payout thresholds of
companies include EPS measures within the LTIP >20% increase per annum.

rather than the annual bonus.

Average annual increase in EPS within LTI performance metrics (%) 3‘1%

30%
25%
20%

15%

Median Maximum: 12%

10%

5% Median Threshold: 5%

0%
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LTI vesting outcomes have recovered to pre-pandemic levels in both
the FTSE100 and FTSE250

LTI vesting levels have fully recovered from the fall that Trend in CEO LTl outcomes
resulted from the COVID-19 pandemic. The median % of maximum opportunity
FTSE100 LTI vesting for 2023 has recovered to the
long-run pre-pandemic median of ¢.70-75% vesting. FTSEL00
Vesting levels in the FTSE250 are now back to 60-65%
vesting. Qggrzleé 89% 6195 92%
70% 73% 76% 75%
Shareholders continue to expect Remuneration Median 25 47%
Committees to exercise care when adjudicating Lower 506 ’ .y
incentive outcomes. Where significant payouts Quartie 24% ’
occurred in circumstances where investors believed A%
there was a windfall element, this was reflected in lower 0% 0%
support for some DRR votes at 2024 AGMs.
FTSE250
Upper 95% 100%
Quartile
75% 74%
63% 60% T 63%
Median
Lower 21% 25%
Quartile 30% 12%
20%
0% 0% 0%
2019 2020 2021 2022 2023
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3-year performance periods and a 5-year total time horizon remain the
norm in LTIs

Where companies have introduced restricted shares,
investors expect that the plan includes a total time
horizon of at least 5 years as well.

3-year performance and vesting periods are the norm
in FTSE long-term incentives, with most companies
also imposing a 2-year post-vesting holding period
consistent with the requirement in the UK Corporate
Governance Code.

FTSE350 LTI time horizons

(% of plans) Total time horizon
(Performancel/vesting

Performance period

period plus holding period)

96% 93%
1% 2% 1% 2% 1% 4%
—— — [ ]
<3 years 3 4 5+ 1-3 years 4 5 6+
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Virtually all companies have now aligned ED pensions with the

workforce

The 2018 UK Corporate Governance Code (the Code)
sets out an expectation for companies to align their
pension contribution rates for executive directors (EDs)
with those available to the wider workforce.

Virtually all FTSE350 companies already comply with
the Code in respect of new EDs and around 95% of the
FTSE350 have aligned pension rates for incumbent
EDs (vs ¢.93% last year).

The median workforce pension rate in the FTSE100
where disclosed is 10.5% of salary, whilst in the
FTSE250 the median pension rate is 7% of salary.

@ Mercer

FTSE350 ED pensions alignment with workforce

New EDs Incumbent EDs
1% e
= Pension
aligned (or
lower)
Pension not
yet aligned
Workforce pension
rates (% of salary)
Upper 13
quartile
Median 10.5 10
Lower 10
quartile 7
5
FTSE100 FTSE250
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Executive pension contributions have largely converged at around 9%
to 10% of salary, in-line with the UK workforce average

The FTSE100 median incumbent CEO pension remained at 10% of salary, consistent with last year. In the
FTSE250, the CEO median has slightly increased from 8% to 9% of salary since last year.

Some companies with workforce pension rates of less than 10% of salary have used this opportunity to review
pension rates across the wider workforce to bring them more in-line with the UK market, an outcome that was
encouraged by the UK Government and investors when this policy was communicated in 2019.

Employer contributions to DC schemes (or cash in lieu allowances) —incumbent executives
CEO pension CFO pension
(% of salary) (% of salary)

Lower Upper Lower Upper
quartile Median quartile quartile Median quartile
FTSE30 10% | 11% | 14% 9% | 11% | 14% FTSE30
FTSE31-100 7% | 10% | 12% 7% | 10% | 12% FTSE31-100
FTSE250 5%| 8% | 10% 5%| o | 10% FTSE250
0,
FTSE350 6% | 9% | 12% 6% | 10% | — FTSE350
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The single figure of remuneration for FTSE100 Executive Directors has
increased much faster than salaries, reflecting the recovery in bonus
and LTI payout levels

Single figure remuneration for CEOs was slightly higher in 2023 compared to

2022, with an increase of ¢.7% for the FTSE350. However, single figure \S(?aﬂl_z:_'gg;f
remuneration for CFOs in 2023 was significantly higher than in 2022, seeing Median Change
an increase of ¢.13% for the FTSE350. This is a higher increase than we are
seeing for salaries and is likely to be the result of the recovery in annual bonus CEO CFO
and LTI payouts in the FTSE100.
FTSE30 9% 35%
_ ] ) ) FTSE31-100 0% 17%
The expected single figure remuneration of CFOs is around 50% to 60% of
that received by CEOs across the FTSE350. FTSE250 6% 7%
FTSE350 7% 13%
CEO single figure of remuneration (£000) CFO single figure of remuneration (£000)
Lower Upper Lower Upper
quartile Median quartile quartile Median quartile
FTSES0 4,420 6,805 9,935 2,190 3,310 4,725 | FTSE30
FTSE31-100 2,035 3,470‘ 4,855 1,230 ‘1,640‘2,120 FTSE31-100
FTSE250 | 1,090 1,905 2,585 670 1,045 ‘ 1,500 FTSE250
FTSE350 1,400 2,420 ‘3,905 835 1,390 ‘ 2,055 FTSE350
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Minimum shareholding requirements remain broadly stable

Almost all FTSE companies operate shareholding requirements for their executives. The minimum is now expected

to be at least in-line with the typical annual equivalent award of PSPs under the company’s policy. Most companies
comply with this expectation.

The median FTSE100 CEO share ownership requirement has fallen slightly and is now 315% of salary (350% of
salary last year), whilst FTSE250 companies have mostly kept their shareholding requirement unchanged at 200%
of salary. The fall in median FTSE100 requirements is likely due to changes in the composition of the index rather
than companies actually changing existing requirements.

The majority of companies require executives to hold a proportion of vested shares from deferred bonuses or
vested LTIP shares until the guidelines are met. Most also now specify a time horizon over which the guidelines
must be achieved (generally five years).

CEO share ownership requirement CFO share ownership requirement
(as a % of salary) (as a % of salary)
Lower Upper Lower Upper
quartile Median quartile quartile Median quartile
FTSE30 400% 475% | 500% 300% | 300% | 400% FTSE30
FTSE31-100 250% 300% | 365% 200% |250% | 300% FTSE31-100
FTSE250 200% |200% | 275% 200% | 200% FTSE250
ETSE350 200% 250% | 350% 200% | 200% | 300% FTSE350
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Post-exit shareholding requirements are commonplace in the FTSE350

Around 96% of FTSE350 companies operate post-exit
shareholding requirements.

The minimum expectation of the Investment
Association (IA) is that the post-exit shareholding
requirement should apply for at least two years at a
level equal to the lower of the in-post guideline and the
individual’s actual shareholding on departure.

Outside of the FTSE100, over three-quarters of
companies have adopted a policy in line with the IA's
expectation, with around 4% of businesses in partial
compliance (e.g. reducing the shareholding
requirement for the second year post departure).

In the FTSE250, practice is more split, with just over
half of companies in full compliance and ¢.44% in
partial compliance.

Levels of adoption of post-employment shareholding
have remained stable year-on-year, with the
percentages of FTSE100 and FTSE250 companies that
fully comply showing minor decreases from last year.
Companies that have not yet introduced any form of
requirement or have not yet fully complied will likely
come under pressure to do so when they next seek to
make significant changes to their policies.
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Prevalence of post-employment shareholding
requirement

FTSE100

Full compliance — guidelines

. aligned with 1A requirements

Partial compliance - guidelines
adopted but not aligned with IA
requirements

None

FTSE250

Full compliance — guidelines
aligned with IA requirements

Partial compliance - guidelines
adopted but not aligned with IA
requirements

None
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Company chair fees remained about the same since last year, NED fees
experienced a small increase

Following some years of freezes, most companies tend to increase their Board fees in-line with (or slightly below)
the salary increase offered to executives and the wider workforce. However, this year sees FTSE100 and
FTSE250 chair fees remain broadly unchanged.

Historically companies increased NED fees once every two to three years. However, as Board members and
shareholders have become more concerned that NED time commitments and responsibilities are increasing
without a commensurate increase in fee levels, we have seen a greater number of companies moving to annual
fee reviews as a means of keeping pace with the growing demands on NEDs time. That said, concerns remain
that companies are still not increasing fees quickly enough to compensate NEDs for the significant increase in
time commitment that has taken place over the last two decades and this year NED fees were typically increased

by only 1% to 3%.
Board fees
Chair fees (£000) NED base fees (£000)
Lower Upper Lower Upper
quartile Median quartile quartile  Median quartile
FTSE30 563 | 635 | 720 85 | - | 99 FTSE30
FTSE31-100 345 | 405 | 464 69 ’ 75| 80 FTSE31-100
FTSE250 196 | 235 | 300 56 | - | 68 FTSE250
FTSE350 223 | 300 | 418 58 ’ 67 | 78 FTSE350
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Additional committee chair fees have increased slightly, while SID fees
remain static

The median additional fee paid to FTSE350 committee chairs for their responsibilities increased by ¢.9% — ¢.11%
from last year. However, the median fee premium paid to FTSE350 SIDs remained roughly the same as last year.
The median audit chair fee continues to be higher than the median for chairing the remuneration committee,
although in practice over 75% of the FTSE350 pay identical fees for chairing the audit and remuneration
committees and the difference in median is the result of the minority of companies that differentiate fees between
the two roles.

Board meeting attendance fees are a minority practice within the FTSE as the base fee is generally considered to
be all-inclusive, although some directors at the largest companies receive additional international travel allowances.

A significant minority of FTSE350 companies pay an additional fee to their designated NED for representing the
views of the workforce to the board. Where a fee is paid, the median fee is £18,000 for the FTSE100, and £10,000
for the FTSE250 (vs. £13,000 and £10,000 respectively last year) and is nhow approaching parity with the SID fee.

Remuneration Committee
Chair premium

Audit Committee
Chair premium

Senior Independent
Director fees

(£000) (£000) (£000)
Lower Upper Lower Upper Lower Upper
quartile Median quartile quartile Median  quartile quartile  Median quartile
FTSE30 33 37 | 43 30 ’ 35 | 40 31 ’ 36 | 45 FTSE30
FTSE31-100 19 22 | 30 18 ’21 | 28 15 | 20 | 25 FTSE31-100
FTSE250 | 10 14 | 20 10 ’13 | 17 10 ’11 | 16 FTSE250
ETSE350 12 18 | 26 11 ’ 17 | 25 11 l 15 | 25 ETSE350
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Committee membership fees are paid by around 35% of the FTSE350,
up from around 25% last year

Committee membership fees are more common at the largest FTSE constituents, which generally have larger
boards with more dispersed responsibilities. As a result, just over half of the FTSE100 pay an annual fee for
being a member of a Board committee. Such fees are more common in some other markets, e.g. North America.

Only around one quarter of FTSE250 companies pay additional committee membership fees.

Audit Committee
member premium

(£000)
Lower Upper
quartile Median quartile
FTSE30 16 | 20 28
FTSE31-100 . l L, | 18
FTSE250 5 | 7 | 10
FTSE350 6 11 | 18

1. Includes Risk, Sustainability and other Committees

Remuneration Committee
member premium

(£000)
Lower Upper
quartile Median quartile
15 | 19 | 26
7 | 13 | 18
4 | 6 | 8
5 l 10 | 17

Other! Committee
member premium
(£000)

Lower Upper
quartile Median quartile

15|17 | 24

FTSE30

FTSE31-100

FTSE250

FTSE350
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Contact us

Peter Boreham
peter.boreham@mercer.com

Andrew Marshall
andrew.marshall2@mercer.com

Debbie Chan
debbie.chan@mercer.com

Nic Stratford
nicolas.stratford@mercer.com

Ming-Lai Wong
ming.lai.wong@mercer.com

Tower Place West

London EC3R 5BU

+44 (0) 20 7178 5112
www.uk.mercer.com/executive-reward
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Rich Latham
rich.latham@mercer.com

Richard Symons
richard.symons@mercer.com
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About us

We are a leading team of executive remuneration consultants

Our service offering

Remuneration design

Reward strategy development

Short and long-term incentive
design

Performance measure selection
Balanced scorecard design
Peer group selection

Calibrating targets, modelling
potential pay outcomes

Modelling of pay and
performance

Financial modelling
Tax and accounting implications
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HR support
» Pay benchmarking

* Recruitment packages for new
hires

Pay and grading structure design

* Employee communication /
handbooks

» Total reward statements

» Salary administration and
support

» Performance management and
reporting

Pensions and benefits
+ Employee engagement

Remuneration Committee support

* Independent advice on all
aspects of executive
remuneration and governance

» Updates on market trends
» Executive remuneration reviews

» Pay and performance
benchmarking

» Pay for performance analysis

» Target setting

« Shareholder consultation

» Drafting the remuneration report
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The content of this publication is provided for general information and market snapshots only, and it is not intended
to be relied on as professional advice. It does not contain investment, financial, legal, tax or any other advice and
should not be relied upon for this purpose. You must obtain professional or specialist advice before taking, or
refraining from, any action on the basis of the content in this publication.

Although we make reasonable efforts to ensure the accuracy of the information in our publications, which may
include publicly available information, we make no representations, warranties or guarantees, whether express or
implied, that the content on is accurate, complete or up to date. This document contains confidential and
proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by
Mercer. Its content may not be modified, sold or otherwise provided, in whole or in part, to any other person or
entity, without Mercer’s prior written permission.

A business of Marsh McLennan
Issued in the United Kingdom by Mercer Limited which is authorised and regulated by the Financial Conduct

Authority. Registered in England and Wales No. 984275. Registered Office: 1 Tower Place West, London, EC3R 5BU
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