
UNDERSTANDING THE 
REMUNERATION REPORT



 “ASA’s voting and engagement guidelines are a tool for establishing a direct link between 

appropriate executive reward structures through remuneration, with company 

performance and reward to shareholders.”

 The Two-Strikes Rule – If 25% or more shareholders vote against the company’s 

remuneration report two years in a row, a board spill is initiated.

 The most important element of any remuneration structure is to attract and retain 

superior executive talent which operates in an environment with long-term financial 

alignment with shareholders.

 ASA expects financial performance, corporate governance, shareholder reward and 

executive remuneration to have a logical relationship.

Why KMP remuneration is an important 
issue for shareholders



 This is a portion of the total executive remuneration that is paid to executives if they meet certain short-term 

hurdles.

 Usually, short-term incentives are paid in cash though it is more common now to see a deferred payment with a 

percentage in cash and a percentage in company shares.

 ASA prefers that at least 50% of any STI award should be paid in equity with a minimum 12-month holding lock. Up 

to 50% can be paid as cash.

 The long-term incentive is usually paid out in performance rights that vest over a period of years.

 Most commonly, vesting periods last between three to four years in Australian companies but ASA prefers a longer 

vesting period with a minimum four-year lock.

 Shareholders value LTIs more than executives as it has been indicated that executives tend to devalue LTIs because 

the outcome is more uncertain.

 LTI plans commonly have significant hurdles defined over measures like relative Total Shareholder Return and 

Earnings Per Share.

Common short-term and long-term 
incentive plans



ASA Guidelines for 
Remuneration

 Points 19-36 in the ASA Voting and Engagement Guidelines

 Issues covered include the remuneration report, CEO remuneration, 
short-term incentives, long-term incentives, retesting of incentives, 
relative TSR, negative TSR and absolute TSR, dividends on 
performance rights, on-market purchases vs newly issued equity, ASA’s 
opposition to underlying earnings as a performance metric, other LTI 
performance hurdles, executive sign-on benefits, retention payments, 
termination payments, treatment of incentive schemes in takeovers, 
calculation and valuation of share grants, acquisition of shares by 
directors under an incentive scheme, loans to executives, voting in 
relation to the “two strikes” regime



Fair value vs face value of shares

AMP changed from using fair value to face value

If fair value was 

used, the disclosed 

“value” of the award 

would be lower

Percentage of fixed 

remuneration increases 

from 125% to 225% to 

compensate for the change



Start with Remuneration Report
We are looking at how the company determines how many 
performance rights to grant under an LTI plan, so the starting point 
is the disclosure on LTI

Look for 

headings 

like this

What is the value 

of the LTI award 

divided by – is it 

the value of share 

rights or a VWAP?

References here to 

the Monte Carlo 

simulation and the 

Black-Scholes 

model mean a “fair 

value” is used



The statutory table
Companies are required to show a remuneration table that is 
compliant with accounting standards Look for references 

to accounting 

standards

Reference to “share 

based payment” 

only appears in the 

statutory table

Table includes a “fair 

value” for share 

based payments such 

as performance 

rights. This “fair 

value” is an 

accounting concept 

(see AASB13)

http://www.aasb.gov.au/admin/file/content105/c9/AASB13_09-11.pdf


The statutory table continued



Is there another table? Look for a 

comparison to the 

statutory table

Words such as 

“actual”, “cash”, 

“realised” or 

“take home” in 

the heading will 

tell you this is 

the actual rem 

table



Dissecting the actuals table
Only awards realised in the financial year are included

Fixed remuneration 

NOT split into 

salary, super and 

non-cash benefits

This should 

be the same 

as the stat 

table

Value of STI 

deferred from prior 

years (calculated 

using a VWAP) Value of LTIs of performance 

rights whose performance 

period ended in the FY 

Compare the 

LTI value of 

rights – this is 

the main 

distinction 

between the 

tables



Am I looking at the statutory table?
Where companies include both tables, the statutory table is usually 
towards the end

This table is 

included with 

other disclosures 

required by the 

Corporations Act

Look for references to 

the accounting 

standards in the 

footnotes



Comparing the actuals table

As the actuals table is 

not based on accounting 

standards, practices may 

differ – here Graincorp

has included amounts 

earned but not yet paid

Total CEO rem 

lower as no LTIs 

vested in the 

year and no 

“fair value” 

amount included



What should the actual 
remuneration table 
ideally show?



Remuneration outcomes for the year

 Fixed remuneration

 Cash STIs received

 Deferred STIs from prior years

 LTIs vested in the year

 Other remuneration

What should the table show?



A template table of actual 
remuneration

KMP name Fixed
remuneration

Cash STI Deferred STI 
realised

LTI vested Other 
remuneration

Total 
remuneration

The table 
should cover 
all persons 
listed as KMP 
at any time 
during the 
year (not just 
the CEO)

This would 
include salary, 
non-monetary 
benefits and 
superannuation 
contributions 

This is the non-
deferred portion 
of STI payments 
actually paid to 
the executive in 
the financial year

The value of any 
deferred and 
unrestricted STIs 
from prior years 
that vested and 
was realised by 
the executive in 
the financial 
year

This should be 
calculated as the 
face value of 
shares vested on 
the date of 
vesting (based 
on VWAP or 
closing share 
price on the 
vesting date)

The value of 
performance 
rights/options 
awarded in prior 
years that vested 
in the financial 
year

This should be 
calculated as the 
face value of the 
award at the 
date of vesting 
(based on VWAP 
or closing share 
price on the 
vesting date)

If necessary, 
explain any share 
price gains

This would 
include any 
loans forgiven, 
fringe benefits 
tax and long 
service 
entitlements 

Any substantial 
amounts such as 
termination 
payments and 
one-off 
payments should 
be explained or 
listed in a 
separate column

This represents 
the actual total 
remuneration 
received by the 
executive in 
the financial 
year, being the 
sum of the 
prior columns



A good example IAG 2017 Annual Report



A good example Insurance Australia Group 2017 Annual Report


