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Glossary

•	 Total guaranteed package (TGP) 
– refers to all components of 
remuneration that are guaranteed, 
including base salary and benefits 
that typically accrue on a monthly 
basis (pension, medical, and car 
allowance among others).

•	 Short-term incentive (STI) – refers 
to all cash-based payments that 
are paid to an individual based 
on company and individual 
performance for a 12-month period. 
STI differs from the target STI 
which is reflective of the company’s 
policy regarding the potential STI 
earnings.

•	 Long-term incentive (LTI) – refers 
to all cash and equity-based awards 
that accrue to an individual based 
on company performance over a 
period longer than 12 months.

•	 Variable pay – refers to short-term 
incentives and long-term incentives.

•	 Total remuneration (TR) – refers 
to the TGP plus the short-term 
incentive.

•	 Total earnings (TE) – refers to 
the TGP, plus both the short-
term incentive and the long-term 
incentive pay.
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Executive 
summary

As the global economy has shown 
signs of market recovery but not at 
the pace anticipated, we are finding 
companies are once again investing 
in recruiting and retaining talent in 
an effort to align people strategy with 
business strategy. However, this is all 
in a market that is facing regulatory, 
shareholder and media scrutiny over 
executive remuneration, while at 
the same time, trying to preserve 
shareholder returns in the face of 
what appears to be an ever increasing 
payroll cost. Consequently, it is not 
surprising that the key challenge 
facing companies is to budget for low 
base pay increases, whilst remaining 
competitive in the market to retain 
and motivate key employees. With 
regard to variable pay, companies are 
starting to question the effectiveness 
of deferral and are looking more 
towards incorporating non-financial 
performance criteria in long-term 
incentive plans.

New regulation is constantly 
being developed globally and is 
forcing companies to revisit their 
remuneration mix and their decision-

making on executive remuneration 
practices – the development of 
claw-back provisions is just but one 
such example. At the time of writing 
this publication, the European Union 
is in the process of finalising the 
most updated text of the Capital 
Requirements Directive (CRD 4), 
which proposes the introduction of 
a one-to-one cap of variable to fixed 
pay. The prescriptive elements of 
these regulations are aimed at large 
European Banks, however, they are 
likely to make their way to the rest of 
the world. Although South African 
remuneration practices are less 
regulated than in Europe and the US, 
we tend to emulate these markets 
(especially the UK) over time. 

In this publication, we report on trends 
in the remuneration paid to executive 
directors of JSE-listed companies over 
the last 12 months. In addition, we 
have provided some insight on the 
following:

•	 shareholder and institutional 
investor sentiment with regard to 
executive remuneration,

•	 the type and combination of 
company performance conditions 
for long-term incentives,

•	 whether deferral is effective for 
short-term incentives, and

•	 what is in the pipeline globally in 
terms of remuneration governance 
legislation?

For the first time, we have also looked 
at:

•	 prescribed officers and the available 
data from remuneration reports,

•	 female representation on boards 
globally, and

•	 a holistic approach to the 
implementation of a new long-term 
incentive plan.

We hope that you will find this trends 
publication and the issues it raises of 
interest and assistance.

 

Gerald Seegers 
Director: Human Resources Service

Gerald Seegers

Welcome to PwC’s 
fourth edition 
of the Executive 
directors – Practices 
and remuneration 
trends report: 
South Africa 2012. 
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Sources of 
information

The data set out in this publication 
is drawn from information publicly 
available for the 12-month reporting 
period ending on 30 April 2012 (the 
‘cut off date’). The information has 
been taken from the annual reports of 
373 companies that are listed on the 
Johannesburg Securities Exchange 
(JSE).

Format of information and definitions

Since the introduction of this 
annual publication in June 2009, 
our belief remains that there is no 
direct correlation between market 
capitalisation – calculated by reference 
to the number of shares in issue and 
the prevailing share price – and the 
remuneration of executive directors. 
However, we are of the view that 
market capitalisation is a good proxy 
for size and complexity, and is an 
appropriate metric to set peer groups 
and for benchmarking purposes. It 
is against this backdrop that data is 
analysed in terms of:

•	 Large-cap

The top 40 JSE-listed companies, 
valued by means of market 
capitalisation.

•	 Medium-cap

41 to 100 of the JSE-listed 
companies, valued by means of 
market capitalisation.

Information

Remuneration levels rarely follow a 
normal distribution curve. For this 
reason, we have used a quartile/
percentile range in preference to 
averages and standard deviations that 
assume normality.

These quartiles/percentiles are defined 
as: 

•	 Lower	quartile	(25th	
percentile)

75% of the sample earns more and 
25% earn less than this level

•	 Median	(50th	percentile)

50% of the sample earns more and 
50% of the sample earns less than 
this level

•	 Upper	quartile	(75th	
percentile)

25% of the sample earns more and 
75% earn less than this level
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•	 Small-cap

101 to 373 of the JSE-listed 
companies, valued by means of 
market capitalisation.

Those companies that are listed on 
the AltX have been aggregated into 
the above valuations. Where the AltX 
is evaluated as a standalone group, it 
refers to 59 companies with a market 
value of R13.926 bn. 

In addition to analysing the 
remuneration paid to executive 
directors across the JSE as a whole, we 
have also analysed the remuneration 
paid by reference to four main 
industries (in addition to AltX) – 
basic resources, financial services, 
industrial and services. In respect 
of each industry, we have split the 
data in accordance with the market 

capitalisation of the companies and 
the AltX. Further details about each 
industry and the sectors which make 
up that industry are set out in the 
annexure to this publication. 

The remuneration values expressed in 
this publication are the totals paid to 
executive directors excluding the value 
of awards allocated under long-term 
incentive plans and gains made on the 
settlement of awards allocated under 
long-term incentive plans.

Where values are given, they are 
annual values in each case.

Terms used

The terms used throughout this 
publication are as set out in the 
glossary. 
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Remuneration 
– where are 
we? 

Introduction

The past year was marked by a 
considerable amount of stakeholder 
action groups challenging decisions 
made by government. The predicted 
and long awaited economic recovery 
following the global economic 
crises has not materialised in its 
entirety. Although certain sectors 
have produced significant growth, 
others continue to struggle. This 
sentiment, together with ever 
increasing commodity prices, has 
sparked interesting debates in the 
media surrounding predicted and 
required growth in South Africa. 
Coupled with discussions on economic 
growth targets and the performance 
of South African companies, the 
topic of executive remuneration 
remained a very hot one in 2011 and 
2012. We have seen shareholders and 
institutional investors becoming more 
vocal than ever regarding perceived 
excessive payments made to executive 
directors.

It remains a tough act to balance the 
interests of all stakeholders including 
shareholders, the wider base of 
employees, government, the general 
public and especially the expectations 
of executives directing companies on 
a daily business to remain profitable, 
increase profitability or return to 
profitability. 

In our report we have investigated 
the general quartiles of total 
remuneration, the elements which 
make up total remuneration as well 
as whether regulation and legislation, 
similar to what is currently proposed in 
the UK and Australia, is the solution in 
South Africa. 

As was the case in 2011, the 2012 
reporting period saw increases in 
TGP and total remuneration paid 
to executive directors vary quite 
considerably from industry to industry 
and across large-cap, medium-cap and 
small-cap companies. This is possibly 
a product of uncertain economic times 
and companies seeking to retain what 
they perceive to be their top talent, 
or bidding to obtain talent from 
elsewhere in the market. 

For the 2012 reporting period we noted 
that actual STI payments to CEOs of 
large cap companies rose significantly 
from the 2011 reporting period. CFO 
and other executive directors’ actual 
STI for the 2012 reporting period, for 
large cap companies, exceeded that 
of medium and small cap companies. 
However, they did not increase by the 
same margin from the 2011 reporting 
period as did large cap companies’ CEO 
actual STI. Actual STI is designed to be 
a factor of financial outperformance 
and it is therefore an indication that 
high growth was delivered in certain 
sectors during the 2012 reporting 
period. 

Reward mix for 
executives

The typical reward mix and what this 
should be remains a question posed by 
companies on a daily basis. Disclosure 
thereof has become standard practice 
amongst JSE-listed companies. 
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Based on data collected for large-cap 
JSE-listed companies at the median level 
and assuming on-target performance, the 
on target reward mix for fixed to variable 
pay is illustrated in the graph on the left.

As with our Executive directors’ 
remuneration – Practices and trends 
report 2011, supported by disclosure 
in JSE-listed companies’ remuneration 
reports for the past year, the ‘pay for 
performance’ principle remains the 
cornerstone of executive remuneration 
policies. Variable remuneration remains 
the focus for executives, with some 
companies reporting outright that TGP 
will remain constant in order for variable 
pay to comprise the bulk of executive 
directors’ total remuneration. 

When we look at actual fixed and variable 
pay to executives for the 2012 reporting 
period, the ratio is illustrated in the graph 
to the left. 

Both the pay mix based on on-target 
performance and the pay mix based on 
actual performance for the 2012 reporting 
period are heavily weighted towards 
variable pay. As observed in the graph 
alongside, the actual variable pay is 
greater than the on-target variable pay 
levels, and this affects the overall mix. The 
more heavily weighted variable pay is a 
function of performance, and in particular, 
short-term incentives that have exceeded 
on-target levels. 

It appears as though companies have 
taken cognisance of the best practice pay 
mix through design of policies focusing 
on variable pay. As such, when on-target 
levels are met and exceeded, together 
with relatively low or no TGP increases, 
the actual pay mix reflects a somewhat 
different picture to the best practice 
reward mix.

CEOCEO CFO ED

40%

30%

30%

49%

27%

24%

52%

26%

21%

Total guaranteed
pay

Short-term
incentive

Long-term
incentive

Reward mix – on target performance

CEOCEO CFO ED

34%

25%

41%

40%

24%

36%

39%

23%

39%

Total guaranteed
pay

Short-term
incentive

Long-term
incentive

Actual pay mix
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Introduction

TGP quartiles of companies surveyed 
will be dealt with in greater detail later 
in this report. In this section we look 
at whether TGP in uncertain times 
has increased or decreased, resulting 
in a change in the best practice pay 
mix which we have seen over the past 
years.

Average increases

The general trend for TGP increases 
in South Africa for wider based 
employees, for the 12-month period 
prior to March 2012, was 6.7% to 7.2% 
on average.1 In comparison, last year’s 
average TGP increase trend for the 
12-month period prior to March 2011, 
ranged between 7.6% and 8.0%2 and 
it is therefore evident that companies 
are approaching TGP increases with 
greater caution. This is understandable 
when considering the greater reward 
and economic landscape both 
nationally and internationally. 

1 Benchmarking for Success – PwC Salary and 
wage movement survey, March 2012

2 Salary and Wage Movement Survey, March 
2011 – PwC Remchannel

Fixed pay – 
greater or 
lesser of a 
deal? 

When looking at executive director 
TGP increases for the 2012 reporting 
period, we note that the median 
increase for large, medium and small 
cap companies listed on the JSE 
was 6% to 8%. In instances where 
increases exceeded 8%, this tended to 
be a function of change in leadership. 
Generally, for 2012 the executive 
director’s median TGP increase 
mirrored the general average TGP 
increase for wider based employees. 

The reported inflation rate in South 
Africa in April 2012 was 6.1%, with 
the average inflation rate for 2011 
recorded as 5.03%. Therefore, the 
overall 2012 TGP increases appear to 
be in line with or slightly higher than 
the average South African inflation 
rate. 

In terms of UK data, it is important to 
note that the surveys extend to base 
salary, excluding benefits, due to 
different approaches in remuneration 
structuring. Therefore, UK base 
salary data cannot be used as a direct 
comparison, however, it does provide 
an indication in terms of increases. In 
the UK, we see that the median FTSE 
100 and FTSE 250 actual base salary 
increases in 2011 across all levels of 
executives ranged from 3% to 4%. 
Salary increases expected in 2012 
across the FTSE 100 and the FTSE 250 
are identical, with rises expected to be 
between 2% and 4%, broadly in line 
with 2011 rates.3 

3 Getting the balance of executive pay right – 
PwC UK executive reward survey, January 
2012
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The trends reported in the UK reflect 
substantially lower increases than in 
South Africa. Also, in light of global 
economic conditions, coupled with 
increased shareholder activism and 
public scrutiny, we expect that 2013 
TGP increases in South Africa should 
not significantly exceed inflation. 
Anticipated TGP increases will largely 
depend on whether markets on the 
whole increase and any increases 
in TGP not aligned to share price 
performance are likely to meet strong 
resistance from shareholders. 

Companies are not expected to place 
greater emphasis on TGP in the year 
ahead and TGP increases for executives 
should be aligned, to or even less than, 
increases for wider based employees. 
It is envisaged that companies will 
continue to focus on variable pay as 
the differentiating element to either 
reward performance or attract critical 
skills. It will, however, be interesting 
to see whether recent proposals 
pertaining to bonus capping will 
change companies’ approach in future.
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Variable pay 

Short-term incentives (STI)

Getting tough on performance

Within the South African context, two 
notable trends have been identified for 
the STI component of incentive pay. 
Firstly, it appears as though the actual 
pay levels have increased. Intuitively, 
the actual levels may naturally increase 
as guaranteed pay increases, but the 
increases appear to surpass CPI levels. 
Secondly, institutional investors have 
become increasingly more vocal on 
issues of performance and the need to 
create the environment for STIs to be 
more transparent and more aligned 
with performance. 

Ideally, the combination of these two 
factors would result in better company 
performance, coupled with more 
effective incentive pay frameworks. 
Unfortunately, the equation is not as 
simple as that, and the phenomenon of 
incentives exists as a dynamic, complex 
system. We note that there remains a 

fair amount of managerial influence 
in the determination of incentive 
structures as well as incentive pay-
out levels. Managerial influence is 
proposed as a counter-argument to 
the agency approach, which suggests 
that individuals are rational value 
maximising beings, leading to stronger 
performance and pay relationships. 

The reality is that individuals, both 
at the shareholder and management 
levels, do not represent wholly 
rational beings. Management becomes 
accustomed to their incentive 
payments in good periods, and they 
develop the ability to create strong 
arguments for incentive pay even 
in period of weakened economic 
performance. Shareholders, 
represented through their 
remuneration committees, become 
accustomed to the levels of pay that 
are expected by management as well 

The relationship between pay 
and performance has long been a 
critical talking point of executive 
remuneration. The volatile economic 
conditions, triggered by the financial 
crisis, has heightened the scrutiny 
on incentives and placed renewed 
emphasis on the relationship 
between performance and pay. The 
problem is not uniquely Western, 
with organisations across the globe 
turning toward incentive pay as an 
appropriate way to manage risk and 
reward. Globalisation of organisations 
and the continual war for talent is 
reinforcing the emphasis on incentive 
pay. The focus on incentive pay 
provides organisations with flexibility 
in uncertain times, while providing 
attractive leverage in the event of 
sound business performance. However, 
the global convergence of governance 
norms has galvanized the resolve to 
ensure that incentives are appropriate. 
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as falling into the trap of ‘group-think’ 
in terms of how incentives should 
be structured and managed. Thus, 
while there continues to be a big 
focus on improving the link between 
performance and pay, there is much 
work still to be done.

Our research suggests that 
organisations are focusing on the 
following areas as they become 
tougher on performance:

•	 Holistic	view	of	performance – 
organisations are increasingly using 
a mix of financial, non-financial, 
and personal performance measures 
to determine STI. The over-
emphasis on financial measures 
appears to be waning and a more 
balanced approach to performance 
is being implemented. A focus on 
sustainability, both financially, and 
non-financially remains one of the 
strong design components of recent 
STI plans.

•	 Getting	the	targets	right	– 
organisations are looking to ensure 
that appropriate threshold, on-
target and stretch targets are set to 
ensure appropriate lower and upper 
bound pay-out levels. The payout 
levels need to be sufficient to protect 
against unwarranted incentive 
payments, while still providing 
sufficient reward in the case of 
exceptional performance.

•	 Implementation	of	incentive	
deferrals – organisations are 
increasingly implementing bonus 
deferrals where a portion of the 
STI is deferred for a period of time 
and paid out as cash subject to 
continued performance, or a portion 
of the STI is deferred into shares, 
thereby creating a strong incentive 
to ensure continued organisational 
performance.

The first two discussion points 
mentioned above, namely: ‘a holistic 
view of performance’ and ‘getting 
the targets right’, play an important 
role in providing the environment 
for sufficient differentiation between 
individuals within STI scheme 
structures.

Our consulting engagements with 
clients have highlighted the challenge 
of differentiating between individuals 
and the danger of not differentiating 
sufficiently. While a more egalitarian 
approach has noble intentions, 
experience has highlighted that 
mediocrity develops in environments 
devoid of sufficient differentiation. 
It occurs in organisations where the 
appraisals place too many of the 
individuals at below par performance, 
and it occurs in organisations that 
appraise all their employees as 
stars. In the former case, employees 
don’t believe there is a reasonable 
probability of a favourable appraisal, 
so they end up not pursuing the 
targets in any event. In the latter 
case, the organisation runs the risk of 
developing a comfort zone and a sense 
of entitlement. 

How does one create a reasonable 
level of differentiation without 
subscribing to a false moderated view 
of the organisation? Importantly, 
it starts with the acceptance that 
differentiation is the cornerstone 
of a performance culture. With this 
acceptance comes the courage to 
manage, and to make tough decisions 
based on performance. We would 
encourage robust debate between 
managers and employees about set 
objectives and performance against 
those objectives. 

The next step is to then ensure the 
design mechanics, in terms of a holistic 
set of measures and appropriately 
set targets, support the objective of 
appropriate differentiation. In doing 
so, the organisation will go some way 
to developing a stronger link between 
performance and pay.

What do executives want?
The third discussion point mentioned 
above, namely ‘implementation of 
incentive deferrals’, is a hot topic as 
it is seen as a mechanism to ensure 
sustainability, and drive medium to 
long-term performance. PwC’s recent 
Psychology of Incentives Survey4, 
suggests that while the intention 
is to encourage performance, the 
mechanism may have a negative effect 
on performance. 

The research indicates that executives, 
even those operating at the most 
strategic level, value short-term 
certainty over long-term uncertainty, 
even where the long-term gain 
may be higher. In short, executives 

4 Making executive pay work – The psychology 
of incentives: 2012
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apply a discount factor to deferral 
payments due to the uncertainty, 
and these discount factors exceed 
rational economic discount rates. 
Thus, the longer the executive has 
to wait for the incentive, the less it is 
worth. The outcome is that deferrals 
may be counter-productive from 
both a retention and performance 
management perspective if they do not 
take into account the discount factors 
applied by executives.

A strong sentiment coming out of the 
Psychology of Incentives Survey is the 
issue of complexity and ambiguity. 
We have long advocated the fact 
that STI need to measure tangible 
outcomes linked to personal and 
team or divisional performance; ‘line 
of sight’ as it is termed within the 
industry. Our research suggests that 
executives prefer internal measures of 
profit rather than any other external 
measure, while at the same time 
executives prefer fewer measures 
rather than more. Again, the issue is 
certainty. Executives are more likely 
to behave in a particular way where 
there is greater certainty about the 
outcome. While being mindful of 
rent-seeking behaviour, the research 
suggests a strong argument for more 
simple approaches to the design and 
implementation of STI. It is clear 
from the research that complexity 
and ambiguity destroy value, and that 
companies should look to make their 
incentive structures simpler rather 
than more complicated. 

Size matters
We are often asked to comment on what the appropriate on-target incentive is 
for a CEO, CFO, or an executive director. This latest report supports our thinking 
that the appropriate threshold, on-target and stretch percentage for executive 
directors depends on the size and complexity of the organisation. In the same 
way that size and complexity impacts guaranteed pay, the appropriate incentive 
percentages are a function of size and complexity. One of the main arguments for 
this is that large organisations carry greater risk due to more complex systems 
at play, and that the outcome of failure has far wider implications in the case of 
larger organisations. Although this argument has been tested, it has remained the 
mainstream thinking in terms of risk and complexity. Furthermore, the cost of the 
incentive relative to profits tends to be lower in the case of larger organisations. 
Thus, larger companies have the luxury of being able to afford more attractive 
incentives in the event of strong performance.

The analysis below indicates the median percentages relative to TGP based on 
actual payments for the 2012 reporting period. It is important to note that these 
actual percentage levels are not indicative of the range between threshold, 
on-target, and stretch levels, but only the actual levels based on a vast range of 
performance outcomes across the various companies.

CEO CFO ED

Large-cap 121% 90% 100%

Medium-cap 85% 54% 50%

Small-cap 46% 38% 25%

The differing STI percentage levels indicate differing pay mixes with large-cap 
organisations receiving a greater portion of their cash-based pay in the form of 
a variable STI. The discussion regarding the actual STI percentage levels has 
introduced the issue of risk. Generally speaking, higher risk results in higher 
reward and the table above substantiates this. The Psychology of Incentives 
Survey provides an interesting perspective on the issue of risk within the context 
of executive pay, suggesting that while risk levels vary across age, gender, and 
geographical region, generally speaking; executives are risk averse in their 
thinking. 

This emphasises the point that as companies look to implement variable pay 
structures in order to provide flexibility and cost containment in tougher 
economic conditions, these variable pay structures must be developed within the 
context of appropriate risk tolerance bands, and that remuneration committees 
must know their audience when developing fixed versus variable pay mixes. 
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Will bonus capping gain traction?

•	 Bonus pool calculations didn’t 
sufficiently take account of firms’ 
capital and liquidity costs and the 
risks they faced.

•	 Performance management systems 
often focused too heavily on 
financial performance and didn’t 
take into account multi-year 
performance.

Following on from the review, the 
major outcome has been the discussion 
of a possible implementation of bonus 
capping. In response to the issue of 
capital and liquidity risks, the EU 
set up the Capital Requirements 
Directive (CDR). The most recent 
evolution of this directive has become 
known as the CDR4 and is currently 
the focus of discussions involving 
the European Parliament, European 
Commission, and European Council. 
Early indications are that the Council 
has raised the issue of the suitability 
of the maximum ratio of variable to 
fixed pay. It is now looking increasingly 
likely that a leverage cap of 1:1 will 
be implemented, since there is very 
little political support for not doing 
so, and the Members of the European 
Parliaments’ (MEPs) position has 
gained significant momentum since 
MEPs voted on it in early May 2012. 
The current draft text refers to 
‘variable pay’ and is clearly intended 

to include all variable remuneration in 
the definition. The current draft text 
also contains fairly broad definitions 
of ‘fixed’ and ‘variable’ remuneration, 
which appear quite all-encompassing. 
The fact that definitions appear in 
the text at all suggest that MEPs are 
reluctant to leave definition of these 
terms to subsequent EBA deliberations. 

This leaves open the possibility that, 
unless specific transitional rules apply, 
the pay ratio could apply as early as 1 
January 2013. 

Due to the short time frame and 
potential impact of this cap, firms 
now appear to be planning for its 
introduction, including the scenario 
of a 1:1 cap applying to total variable 
pay, as early as 1 January 2013. The 
final regulations may be less onerous 
than the current proposals, but the 
actions of the regulators indicate the 
vigour with which they are pursuing 
these reforms. If these reforms gain 
traction within the European context, 
we would expect to see some of these 
changes being implemented within the 
South African environment, most likely 
through updates to King III. As such, 
the actual pay mix levels as indicated 
earlier in the report may become a 
thing of the past, and the mix between 
short-term and long-term incentives 
will become a critical decision point. 

Financial services pay models in the 
UK have changed profoundly since the 
financial crisis as a result of European 
Union (EU) and domestic regulation, 
but the story is far from over. It’s likely 
that all financial services firms will 
face increased challenges as further 
regulations impacting remuneration 
arrangements are introduced over 
the next few years. The relevance of 
both the UK market and the financial 
services industry group is that both 
play a leading role in shaping executive 
remuneration trends globally. 

Following the financial crisis, the 
Financial Stability Board (FSB) and 
a number of national regulators 
conducted reviews into the governance 
and structure of remuneration 
arrangements within the financial 
services sector. The main conclusions 
drawn from these reviews were that:

•	 Firms (and regulators) had failed 
to appreciate the extent to which 
remuneration policies and practices 
could encourage excessive risk 
taking.

•	 The structure of remuneration 
specifically could encourage 
excessive risk taking by focusing on 
cash-based, STIs.
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STI payment levels

The actual payout levels for the 
2012 reporting period reflect the 
combination of higher on-target 
percentages for larger companies as 
well as higher guaranteed pay levels for 
large cap companies, as suggested in 
the discussion on size and complexity. 
As a result we observe that the large-
cap CEOs received a median STI which 
at R8.25m is more than double that 
of the medium cap CEO (R3.72m), 
while the small-cap CEO received an 
STI that is one eighth the size of the 
large-cap CEO at R981,000. It is noted 
that the CEO STI rose significantly 
from the levels of the 2011 reporting 
period, and this has contributed to the 
differentials.

These differentials appear to be 
consistent across the remaining 
executive positions with the CFO and 
executive directors in the large-cap 
group having received an STI that is 
double that of the medium-cap CFO 
and executive director. Furthermore, 
the small-cap CFO and executive 
directors received an STI that ranges 
between one sixth and one eighth 
of the large-cap CFO and executive 
director STI. 

These differentials appear to be 
consistent across the remaining 
executive positions with the CFO and 
executive directors in the large-cap 
group having received an STI that is 
double that of the medium-cap CFO 
and executive director. Furthermore, 
the small-cap CFO and executive 
directors received an STI that ranges 
between one sixth and one eighth 
of the large-cap CFO and executive 
director STI. 

In line with our previous reports, 
the graphs below report on the 2012 
reporting period (1 May 2011 to 30 
April 2012) referred to as ‘2011 data’. 
The 2011 reporting period (1 May 
2010 – 30 April 2011) is used for 
comparative purposes and is referred 
to as the ‘2010 data’.
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Long-term Incentives (LTIs)

Challenges

With executive remuneration continuing to be in the spotlight, LTI plans are not 
excluded from public scrutiny.

One of the main challenges faced by companies is the setting of performance 
conditions and ensuring the LTI addresses retention. We have seen the following 
as key LTI challenges pertaining to performance conditions and potential 
solutions in the market: 

Challenge Potential solutions

Setting of three-year financial targets •	 Using a more balanced scorecard which 
includes strategic, operational and financial 
performance conditions.

•	 A greater focus on annual performance 
periods, whereby the line of sight over the 
short-term is clearer and targets can be set 
with more ease. In addition, elements of 
deferral in shares and risk adjustment are 
incorporated in these arrangements.

•	 The use of restricted shares (i.e. no 
performance conditions attached) based 
on strategic key performance indicators 
achieved with a vesting period of up to five 
years.

At least two main performance 
conditions: Earnings per Share (EPS) 
and Total Shareholder Return (TSR)

EPS and TSR have not only found its way 
into a number of UK companies’ share plans, 
but also many South African companies. 
These measures are in line with historic 
market practice, but often are not aligned to 
company strategy. Both these measures may 
be valuable if incorporated as part of a range 
of key performance indicators as opposed 
to being used on their own. This will provide 
a more holistic and sustainable approach to 
shareholder value creation over the longer 
term.

A recent PwC UK publication5 confirmed the challenges above and highlighted 
certain external factors which should be taken into account for the retail industry; 
such as views of institutional shareholders, increased governance and risk 
adjustment, and a general trend to de-leverage incentive plans to decrease risk. 

5 Motivating and retaining executives in difficult times: Executive remuneration trends in the retail sector 
www.pwc.co.uk/hrs – February 2012
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In South Africa, trends around LTI 
plans continue to revolve around 
addressing retention risks with 
shareholder activism and the impact 
of the Companies Act 71 of 2008 
(the Act) becoming more and more 
prevalent.

Retention risks
Scarce skills and retention risks 
continue to be a concern for 
remuneration committees and 
executives alike. Many companies 
prefer to address these risks through 
their share-based LTI plans by:

•	 implementing specific plans aimed 
at making ad-hoc awards without 
any performance conditions, as and 
when the need to address retention 
arises, and/or

•	 introducing a retention element 
to their normal annual allocations 
in addition to the performance 
element.

Whereas ad-hoc retention awards 
remain preferable and more acceptable 
to shareholders, there may be merit 
in making smaller annual retention 
awards as opposed to a big ad-
hoc awards which might pose a 
retention risk if the award vests. 
From an executive’s perspective, the 
psychological effect of having certainty 
that at least a portion of the regular 
share awards will vest if they stay with 
the company should not be discounted. 

It may have a significant impact on 
the positive morale of the workforce 
where share awards are not viewed 
favourably or are even disregarded 
due to awards being underwater as 
a result of various factors, including 
the economic downturn, performance 
condition targets being set incorrectly 
etc. We have seen opposing views 
from institutional investors in this 
regard where some are opposed to 
the making of a combination of LTI 
awards with and without performance 
conditions on an annual basis, whilst 
others were generally comfortable 
with this approach. Making these types 
of ‘combination’ awards also opens up 
the debate of whether all employees or 
only specific categories of employees 
should receive combination awards 
and whether the quantum of annual 
retention awards should make up a 
portion of the regular annual award 
levels or should rather be calculated on 
top of the performance-based awards. 

Shareholder activism
We have seen more shareholder 
activism in general around LTIs, 
but especially where new plans are 
introduced by companies. Gone are 
the days where companies could 
introduce a share plan with only 
a brief consultation process with 
shareholders. Lobbying shareholders, 
from as early as the design process 
of the LTI plan, is becoming more 
ubiquitous. We are seeing that 
shareholders, especially institutional 

investors, want more and more input 
in the design and parameters of share 
plans. The following matters were 
raised in our recent dealings with 
institutional investors:

•	 In the past, a limit of around 10% of 
issued share capital to be awarded 
under a company’s share plan was 
widely accepted by shareholders. 
Such limits are now being 
considered excessive and many 
companies had to lower these limits 
or face shareholders not approving 
new plans.

•	 Shareholders want to know what 
performance conditions and vesting 
periods will be applied to a new 
share plan. Some investors go one 
step further and are very specific 
as to the nature of the performance 
condition they wish to see and we 
are noting that a return on invested 
capital related condition is widely 
favoured amongst institutional 
investors. In the past, these 
types of detail were largely left 
to the remuneration committee 
to determine, and rightly so, as 
business circumstances and the 
appropriateness of certain type 
of performance conditions may 
change.

•	 Longer vesting periods – typically 
between three and five years.
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Institutional investors appear to favour 
the market purchase of shares as 
opposed to the issuance of shares to 
settle LTI awards. This does not come 
as a surprise as this approach will 
cause no dilution to shareholders and 
has been the preferential settlement 
method for a number of years.

Shareholders deserve the right to have 
a say in executive remuneration and 
specifically LTI plans. In our dealings 
with institutional investors, we have 
seen that in certain instances, valid 
suggestions were made which were 
implemented by companies. However, 
there may be a sentiment that these 
shareholders are trying to exert too 
much control over these matters and 
may be perceived as an attempt to 
take over the role of the remuneration 
committee which is, after all, the 
representative of shareholders. 

Companies Act
The requirements of the Act are 
discussed in more detail later in this 
report. 

The Act has a significant impact on 
share plans and we have seen varying 
interpretations by companies in 
this regard. In the past, companies 
could easily avoid taking share plans 
to shareholders for resolution by 
purchasing shares in the market in 
settlement of the plan awards. This 
would also scope the plan out of 
the ambit of Schedule 14 of the JSE 
Listings Requirements. However, we 
have seen the majority of companies 

opting to take the more conservative 
approach in interpreting the provisions 
in the Act dealing with employee 
share plans and therefore seek the 
necessary approvals from shareholders 
in terms of the Act, irrespective of the 
settlement method adopted.

Share ownership
The PwC UK executive reward survey6 
(the PwC UK Reward Survey) posed 
the question whether it is time to 
move away from the approach of 
linking pay to long-term performance 
and instead adopt an approach of a 
total competitive package which is 
not linked to company performance 
but simply requires a significant 
proportion of the package to be held in 
shares over the longer term. In the UK, 
the majority of listed companies have 
share ownership guidelines in place. 
This survey showed the median level of 
share ownership for CEOs at 200% of 
base salary.

In South Africa it appears that 
companies are dispersed among 
having similar guidelines and not 
having such guidelines at all. In the 
past few months we have seen large 
listed companies introducing such 
requirements and it remains to be 
seen whether more companies will 
adopt similar requirements or increase 
its shareholding requirements in a 
response to shareholder activism. 

6 Getting the balance of executive pay right: 
PwC executive reward survey – January 2012

Analysis of LTI plans
The analysis shown below is based on 
the large-cap JSE listed companies, 
unless otherwise stated.

Prevalence of instruments

The graph below provides an analysis 
of the type of share-based LTI’s used by 
the large-cap JSE-listed companies.

Deferred bonus plans largely operate 
on the basis that employees defer a 
mandatory or voluntary a portion 
of their after-tax bonus into shares. 
Depending on the design of the 
plan, companies may match such an 
investment by allocating matching 
shares in the ratio considered 
applicable under the circumstances. 
Matching shares normally have 
continued employment conditions and 
in some instances performance vesting 
conditions.

Not surprisingly, 46% of all plans used 
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by the large-cap JSE-listed companies 
are full share-type plans followed by 
option-type plans at 36%. In line with 
our experience in the past few months, 
the latter showed a drop from 40% 
reported in our 2011 report.

The PwC UK Reward Survey noted 
that the use of option plans decreased 
by about two-thirds from 2006 and 
only 15% of the FTSE 350 companies 
are still using option plans. This trend 
was mirrored in the PwC Global 
Equity Incentive survey7 report (PwC 
Global Equity survey), which showed a 
decline in the use of options in favour 
of shares and share units. The PwC 
UK Reward Survey also noted that 
performance share plans (which are 
similar to full share-type plans) are the 
share plan of choice for the majority of 
companies surveyed. Again, this was 
mirrored in the PwC Global Equity 
survey which noted restricted shares 
(similar to full share-type awards) 
have become the most commonly used 
instrument for the first time. 

7 2011 Global Equity Incentives Survey: The 
Rise of Performance-based Equity

Mix of instruments

The graph below provides insight as to 
the combination of share plans 
employed by companies. The 
percentages are based on the number 
of occurrences of a particular plan type 
within the sample.8  

Using a combination of full share-
type and option-type plans is still the 
most common approach amongst the 
large-cap JSE listed companies. This is 
followed by full share-type only plans 
at 29% and lastly option-type plans 
only at 18%.

8 For example, a particular company may have 
more than one full share-type plan. For this 
reason, the percentages in diagram  2 do 
not tie back to those in diagram 1, which has 
reference to a per company (as opposed to a 
per plan) analysis.
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The PwC UK Reward Survey noted that 
in the past, companies traditionally 
adopted three plans, a deferred 
bonus plan, a performance share 
plan and an option plan. Currently, 
most companies in the UK use a 
performance share plan only, followed 
by a combination of a deferred bonus 
plan and a performance share plan. 

General levels of allocation 

Generally, the allocation of LTI awards 
depends upon the strategy and 
remuneration policy of the particular 
company, the specific industry, 
affordability and retention risk. We 
have seen that the range of expected 
value of annual LTI allocations (as a 
percentage of TGP) across all levels 
of executives range between 30% and 
67% at the median quartile. 

These ranges take into account the 
total LTI allocation.

Expected value takes into account any 
discounts for probability of vesting 
due to vesting conditions and other 
variables that would apply to option-
type plans.
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Nature of performance conditions

We are seeing an evolving trend from 
the use of financial performance 
conditions only, towards using a 
combination of financial and strategic 
conditions. These strategic targets 
include key performance indicators 
such as production targets, safety 
targets, market share, environmental 
targets, customer satisfaction, BEE 
ratings and so forth. Our analysis of 
the financial performance conditions 
used by the large-cap JSE-listed 
companies is shown below.9

9 TSR: Total Shareholder Return, HEPS:  
Headline Earnings per Share, EPS: Earnings 
per Share, EBIT: Earnings before Interest and 
Tax, EBITDA: Earnings before Interest, Tax, 
Depreciation and Amortisation, RoCE: Return 
on Capital Employed, RoE:  Return on Equity

Relative TSR

Increase in share price

HEPS/EPS

EBIT/EBITDA

RoCE/RoE

Economic value

Other

Diagram 3
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Earnings related performance 
conditions (i.e. HEPS/EPS) proved to 
be the most common in LTIs employed 
by the large-cap JSE-listed companies 
followed by relative TSR.

The popularity of TSR and EPS have 
been mirrored in the PwC Global 
Equity Survey where the most common 
performance measure since 2007 has 
been cited as EPS followed closely by 
TSR. Other measures of return such 
as RoE, RoA and ROIC saw a return to 
popularity in 2011 after a decline in 
2009. 

The PwC UK Reward Survey noted 
that, in an effort to align pay with 
long-term performance, best practice 
measures such as TSR are being used 
by companies, although it does not 
necessarily reflect the company’s 
key business objectives. The survey 
suggested that the practice of using 
TSR on its own is declining and TSR in 
combination with other performance 
conditions was noted as the most 
common measure for performance 
share plans in the FTSE 100 companies 
and TSR in combination with EPS in 
the FTSE 250 companies. The trend 
to move away from using traditional 
financial measures like TSR and EPS 
only were mirrored in the composition 
of financial performance conditions 
used by the FTSE 100 companies for 
deferred annual bonus plans. 

What should companies 
know before implementing a 
new LTI?
•	 Income tax implications – the 

tax implications for employees 
participating in the LTI as well as 
the company tax implications and 
efficiencies should be considered.

•	 Accounting considerations – the 
accounting treatment of equity-
settled and cash-settled plans will 
differ. In addition, disclosure in 
consolidated financial statements 
and the accounts of individual 
group companies should be 
considered. In this regard cash 
settlement may lead to volatility 
with regard to companies’ balance 
sheet. 

•	 Settlement methods – this needs 
to be considered carefully as it 
impacts income tax, accounting and 
regulatory aspects of the LTI plan.

There are additional implementation 
risks, namely:

•	 liquidity and risk management of 
the LTI plan,

•	 shareholder consultation before 
implementation,

•	 employee engagement and 
communication,

•	 regulatory concerns,

•	 setting the correct performance 
conditions, and

•	 benchmarking and cost 
implications.
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Our response to an ever changing LTI environment

Companies should take great care to 
carefully plan and design LTIs in so far 
as they drive the required behaviour 
by executives, retain key talent in 
difficult times, align with shareholder 
value creation and take into account 
larger considerations such as the 
environment, social and governance 
considerations.

In addition, where possible and insofar 
as it aligns to the purpose of the LTI, 
tax and accounting efficiencies should 
also be considered early in the design 
phase. 

We are of the opinion that shareholder 
activism in general and specifically 
around LTIs will continue to be 
the order of the day. Engagement 
with shareholders on executive 
remuneration, especially material 

terms of variable pay, will be pivotal in 
ensuring favourable votes on new LTI 
plans and remuneration reports. 

We are excited by the emerging trend 
to include strategic performance 
conditions as part of the portfolio of 
conditions imposed on LTIs as this 
shows that companies are starting to 
think strategically about their LTIs, 
what LTIs are achieving, and how they 
are contributing to shareholder value.
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Prescribed 
officers – what 
do we see?

Introduction

Companies have grappled with the 
following question – which individuals 
should be included under the realm of 
prescribed officers as prescribed by the 
Act? 

This is as the definition of this 
special class of employee is a typical 
catch-all provision, drafted widely 
to include all individuals involved in 
any material aspect of the company 
or any part thereof. Quite simply, this 
can be any person that has general 
executive authority over the company, 
or a significant portion thereof, 
concerning the financial affairs, legal 
requirements or day-to-day operational 
responsibility. 

King III was also recently amended 
to provide that the remuneration of 
prescribed officers, and no longer 
the top three earning employees who 
are not executive directors, should be 
disclosed on an individual basis.

Approach followed

The question of which individuals are 
prescribed officers with the implication 
that their total remuneration inclusive 
of fixed pay, bonuses, ad-hoc payments 
and long-term share-based gains 
should be disclosed as is the case with 
board directors, is purely a factual 
question. 

In the broader sense, any employee can 
be defined as a prescribed officer. This 
is regardless of the designated title or 
office held. The Act seems to indicate 
that a prescribed officer carries 
similar if not the identical duties and 
responsibilities as that of a director 
in a majority of the instances. This 
is as employees could have immense 
authority or ability to influence 
the management or direction of a 
company, without being designated as 
a director. 

Besides the disclosure element anyone 
who is appointed to a position or office 
construed to be a prescribed officer 
should understand the implications 
and potential consequences, as well as 
personal liability of accepting such a 
position or office. Accountability must 
be applied to such a person, towards 
the company and its shareholders. The 
Act sets a high standard of integrity, 
which encourages prescribed officers, 
as with directors, to act honestly and to 
bear the responsibility of their actions.
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Market information

The current 2012 reporting period 
was the first year for disclosure of 
prescribed officers’ remuneration 
information. 

Having said that, the Act came into 
effect on 1 May 2011 and therefore, 
limited listed companies have 
identified their prescribed officers in 
their published annual reports. From 
our review we noticed that companies 
that have financial year ends beyond 
June 2011 have complied with this 
disclosure requirement. In the financial 
services industry, it seems like the 
requirement was embraced at large. 
Based on our research, companies have 
predominantly disclosed prescribed 
officers’ remuneration on an individual 
basis as opposed to disclosure based on 
an average. 

We have also found that there is 
commitment by companies to make 
the reporting transparent with regard 
to prescribed officers as companies 
have constituted sub-committees to 
review designations in light of this 
requirement and to educate directors 
and officers pertaining to the Act and 
other governance requirements. 

Data pertaining to prescribed officers 
is very limited at this stage and there is 
not sufficient data available to do a 
detailed quartile analysis. However, 
looking at a simple differential 
between the average available 
prescribed officer data versus the all 
industry data for executive directors on 
a TGP level, we see the following: 

Next year when a full year of reporting 
on prescribed officers is available, 
a more comprehensive picture will 
emerge.
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Local and global view

With the Act becoming effective in 
May 2011, the 2012 reporting period 
proved to be the year during which 
the ambiguous provisions contained 
therein challenged companies from a 
practical perspective. 

There were also some changes to 
King III, mostly to accommodate 
the prescribed officers’ disclosure 
requirement introduced in the Act. 

Governance codes such as the Code for 
Responsible Investing in South Africa 
(CRISA) saw the light in late 2011, 
with its effective date of reporting 
being 1 February 2012. This code is 
particularly relevant for institutional 
investors. In addition, Business 
Leadership South Africa (BLSA) 
announced that it would be releasing 
a code on remuneration and labour 
practices for its members.

Globally, the UK has continued to 
consult on further pay governance 
reforms with eminent legislation on 
pay in the pipeline. The US has not 
had any further legislative reforms 
since the Dodd-Frank Bill; however, 
shareholders are becoming more vocal 
in this country as far as it pertains to 
non-binding votes on remuneration. 

Until recently, the European Union 
Commission’s (EU Commission) green 
paper on corporate governance was 
the latest regulatory guidelines issued 
by this body insofar remuneration and 
other governance aspects. However, 
on 16 May 2012 the EU’s top executive 
official, Michel Barnier, announced 
that he has a plan which could pave the 
way for a pan-EU law next year that 
would give investors legal clout to take 
on Europe’s top executives over pay.

In his statement Barnier hinted 
at mandatory shareholder vote 
on remuneration as well as a vote 
by shareholders on the two key 
ratios of remuneration, the ratio 
between the lowest and the highest 
paid in the company and the ratio 
between the fixed and variable 
parts of remuneration. Publication 
of pay packages for the top 20 to 30 
executives of the biggest EU banks was 
also mentioned. 

Prior to proposing and writing the 
first draft of EU laws regulating pay, 
support will have to be gained from 
the EU Commission, the EU’s executive 
authority; this includes the support of 
all 27 member countries as well as the 
European parliament. 

A governance 
storm or light 
drizzle?
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In Australia, after extensive 
consultation and recommendations 
by the Corporations and Markets 
Advisory Committee, amendments to 
the Australian Corporations Act 2001 is 
proposed relating to:

•	 disclosure of steps to shareholders 
of how bonuses were clawed 
back, non-compliance resulting in 
shareholders being able to strike 
down the remuneration report. 
In terms of the two-strike rule, 
the board can be asked to step 
down if more than 25% no votes 
are obtained at two consecutive 
shareholder meetings,

•	 more transparent disclosure of 
termination payments and ‘golden 
handshakes’, and 

•	 relieving certain unlisted entities 
from the obligation of preparing a 
remuneration report and therefore 
reducing the regulatory burden on 
companies. 

South Africa 

Purpose and requirements of the Companies Act 

The Act deals with various corporate 
aspects, but noteworthy for 
remuneration are the provisions 
relating to company administration, 
issue of shares and share dealings by 
directors and prescribed officers. 

The purpose of the Act is to promote 
competitiveness and development of 
the South African economy. To achieve 
these objectives, focus has amongst 
other been placed on:

•	 promoting the efficiency of 
companies and their management,

•	 encouraging transparency and high 
standards of corporate governance, 
and 

•	 making company law compatible 
and harmonious with best practice 
jurisdictions internationally.

As a result, a significant number of 
the provisions of the Act may have a 
direct impact on the administration of 
remuneration and especially LTIs. 

In terms of the Act, companies are 
required to set in motion considerable 
changes. Most of these impact the 
duties of executive directors charged 
with the fiduciary responsibility which 
rests more heavily on them as the Act 
gains traction. Companies are required 
to: 

•	 change the company name to reflect 
new rules on name endings,

•	 approve and adopt a new 
Memorandum of Incorporation,

•	 carefully consider the role of 
shareholders’ agreements,

•	 review and amend all notices to 
shareholders and other documents 
to ensure that these are in the 
prescribed form and/or language,

•	 endorse share certificates in terms 
of the Act where the transfer of 
shares is restricted,

•	 optional conversion of par value 
shares to shares having no par 
value,

•	 directors to ensure that companies 
limited by guarantee must elect 
to become a profit company and 
make the necessary consequential 
changes or become a non-profit 
company,
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•	 clearly identify prescribed officers 
as required in the Act,

•	 check that all directors, prescribed 
officers, committee members, 
company secretaries and auditors 
are eligible and not disqualified as 
defined in the Act, 

•	 review whether adequate indemnity 
and/or insurance has been provided 
for directors and prescribed officers,

•	 educate directors, prescribed 
officers and other relevant staff as 
to their responsibilities so that there 
is no misunderstanding as to their 
future responsibilities,

•	 institute audit committee and social 
and ethics committees with correct 
membership,

•	 re-examine the extent of the 
company’s responsibility to have 
its financial statements audited 
correctly and examine future 
disclosure requirements,

•	 directors are required to strictly 
comply with the Act, especially with 
the provisions dealing with: 

•	 the duties, conduct and liabilities 
of directors,

•	 rights of shareholders to receive 
notices and have access to 
information,

•	 meetings of shareholders and 
directors, and the adoption of 
resolutions,

•	 approvals required for any 
distributions, financial assistance 
(as well as intra-group loans), 
insider share issues and options, 
and

•	 any fundamental transactions, 
mergers and acquisitions or 
offers of take-over (except to 
the extent that the transitional 
arrangements may delay its 
effect).

•	 Listed companies should comply 
with the amended JSE Listings 
Requirements. 

These conditions are clear 
requirements for the directors to 
implement.

How does the Companies Act 
impact on executive remuneration?

The Act, as was the case with its 
predecessor, requires disclosure of 
directors’ total remuneration on 
an individual level. As well as the 
disclosure of prescribed officers’ total 
remuneration, dealt with earlier in this 
report.

The requirement to obtain 
shareholders vote on remuneration to 
directors, for their services as directors, 
has generally been interpreted by 
companies as a shareholders vote on 
non-executive directors’ fees only. 

From our experience of the market 
and based on disclosure, the only 
shareholders votes passed relating to 
executive directors’ pay has pertained 
to LTI and share-based allocations. 

The provisions of the Act which may be 
of relevance for LTI’s include:

•	 shareholder approval for the issue 
of shares,

•	 the provisions relating to the 
granting of financial assistance, and

•	 the definition of employee share 
schemes and the standards for 
qualifying as such. 

The issue of shares to certain 
categories of individuals, including 
directors and prescribed officers, may 
require approval by a special resolution 
of the shareholders of a company.

Approval by means of a special 
resolution may also be required for the 
provision of financial assistance for 
the issue or purchase of shares in the 
company or the provision of loans or 
other financial assistance to directors 
or prescribed officers in general. In 
addition, the solvency and liquidity test 
will have to be satisfied and the terms 
under which the financial assistance 
will be provided should be fair and 
reasonable. 

However, an exemption may be 
available from compliance with the 
special resolution requirements to 
the extent that the issue of shares 
or provision of financial assistance 
is made pursuant to a qualifying 
employee share scheme.
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An employee share scheme is 
defined as a scheme established 
by a company for the purpose of 
offering participation therein solely to 
employees, officers and other persons 
closely involved in the business of 
the company or a subsidiary of the 
company, either by means of the 
issue of shares in the company or by 
the grant of options for shares in the 
company.

Further requirements to be satisfied 
include the appointment of a 
compliance officer and adequate 
disclosure to both participating 
employees and shareholders. 

Due to the restrictive definition of 
employee share schemes, limited to 
option schemes and the issue of shares, 
a significant amount of uncertainty has 
been created as to the extent to which 
these exemptions will be available in 
terms of a typical LTI. As a result of the 
number of differing interpretations on 
this subject, clarity should be obtained 
before any grants are made in terms of 
an LTI plan.

King III

The non-binding advisory vote 
by shareholders on companies’ 
remuneration policies can be said 
to have become embedded practice 
at shareholders’ meetings. Despite 
companies having accepted this as 
market practice, quite a few companies 
were unpleasantly surprised to find 
that shareholders do not merely 
consider this vote as a ‘rubber stamp’ 
and during 2012 some top companies’ 
remuneration reports received ‘against’ 
votes from shareholders.

The requirement to disclose the 
remuneration of the three most highly-
paid employees was removed and 
replaced with a requirement to disclose 
the remuneration of persons falling 
within the definition of prescribed 
officers per the Act. This amendment 
is welcomed and provides clarity and 
alignment on this aspect between King 
III and the Act. 

Code for Responsible Investing in 
South Africa (CRISA) and Business 
Leaders South Africa (BLSA)

CRISA sets out the governance duties 
of institutional investors in relation 
to the overall governance system 
including engagement with parties on 
environmental, social and governance 
issues when making investment 
decisions. 

The large institutional investors all 
participated in the development of 
this code, which comprise five main 
principles:

•	 incorporation of sustainability 
considerations into investment 
analysis as part of delivery of risk-
adjusted returns to beneficiaries,

•	 acceptance of ownership 
responsibilities in investment 
activities,

•	 collaborate to promote acceptance 
of CRISA principles and other 
codes and standards applicable to 
institutional investors,

•	 recognition of circumstances and 
relationships which hold potential 
for conflicts of interest and manage 
these, and

•	 transparency about the content of 
their policies, how the policies are 
implemented and how CRISA is 
applied to enable stakeholders to 
make informed assessments.

Some institutional investors have 
publicly disclosed how they vote at 
shareholders’ meetings and in our 
non-mandatory environment relating 
to remuneration governance, the 
ultimate beneficiaries could require 
institutional investors to be more 
transparent about the manner in which 
they carried out their fiduciary duties. 

Recent media reports have hinted at 
the power the Government Employees’ 
Pension Fund (managed by the 
Public Investment Corporation), 
has as the largest institutional 
investor, to regulate excessive 
executive remuneration, by way of its 
institutional investor vote. 

In addition, the BLSA has also 
announced that it will be releasing 
a code on remuneration and labour 
practices in South Africa applicable to 
its members.

International trends

Introduction

We have already made mention of 
developments in Europe, Australia 
and have briefly mentioned UK reform 
proposals. However, as South African 
remuneration governance follows that 
of the UK relatively closely, we have 
expanded on the type of remuneration 
reforms making headlines in the UK.
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Changes to shareholder voting 
rights 

In March 2012 the Department for 
Business, Innovation and Skills (BIS) 
issued a consultation document 
containing its proposed changes to 
shareholder voting rights. 

The main proposals are:

•	 An	annual	binding	vote	
on	company’s	future	
remuneration	policies

Such a proposed binding vote will 
require a separate section of the 
remuneration report covering 
the forward-looking policy. The 
following information is likely to be 
contained in this forward looking 
report:

•	 composition and potential pay 
levels for each director,

•	 how proposed pay structures 
reflect and support company 
strategy and key performance 
indicators, 

•	 what the performance criteria 
are and how performance will be 
assessed, 

•	 total reward for each director 
under different performance 
scenarios,

•	 how and why the company has 
used benchmarks and other 
comparison data to inform pay 
levels and structures,

•	 how employee pay (ratio 
between broad based employee 
remuneration and executive 
remuneration) and employee 
views have been taken into 
account, and

•	 how shareholders’ views have 
been sought and taken into 
account, including the results 
from the previous year’s votes on 
remuneration.

•	 An	increased	level	of	required	
support	for	the	binding	vote

A simple majority is currently the 
requirement; UK government is 
however considering a higher level 
of support from shareholders as it 
believes that this will encourage 
companies to improve their 
engagement with shareholders on 
pay. A requirement of between 50% 
and 75% is being investigated. In 
practice, the fact that the vote will 
probably be binding may deliver 
the increased level of engagement 
desired. 

•	 An	advisory	vote	on	
the	implementation	of	
remuneration	policy

It is proposed that an advisory vote 
be retained for the historic part of 
the remuneration report to allow 
shareholders to signal whether they 
are happy with how the previously 
agreed remuneration policy has 
been implemented and on how 
the remuneration committee 
has exercised its discretion. It is 
anticipated that the level of support 
for the advisory vote to avoid 
sanctions will be increased to a 75% 
majority. 

Sanctions for failing to achieve 
75% on the advisory vote include a 
statement to the market (within 30 
days) setting out:

•	 the number and proportion of 
shareholders voting for, against 
and abstaining,

•	 the main issues shareholders 
have raised (which affected the 
voting outcome), and

•	 how the company proposes 
to work with shareholders to 
address these issues.

•	 A	binding	vote	on	termination	
payments	of	more	than	one	
year’s	salary

Proposals were made to amend 
the UK Companies Act to provide 
shareholders (of UK-listed 
companies) with a binding vote 
on any termination payment that 
exceeds (in value) the equivalent of 
one year’s salary. 

In determining the amount of the 
potential termination payment, all 
benefits and incentives that vested 
or continued to vest at cession 
or thereafter would be included. 
Clearly this proposal could impact 
the existing terms of directors’ 
service contracts and these would 
need to be amended when the 
new legislation comes into force 
(expected around October 2013).

Consultation closed at the end of 
April 2012 and the BIS published a 
summary of the feedback received. 
It is expected that UK government 
will announce final proposals 
shortly, to enable legislation to be 
passed in the next parliamentary 
session.
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Conclusion 

Although, the current developments 
in South Africa indicate that 
remuneration governance will 
remain non-mandatory, apart from 
the specific requirements of the Act, 
it will be interesting to see how the 
economic climate, public pressure 
and the political environment impact 
this. It could mean that South Africa 
may move to a more legislated 
environment, similar to the sentiments 
expressed in the UK and the early 
proposals by representatives of the EU 
and Australian government.
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Introduction

In our 15th annual Global CEO 
survey10, the issue of leadership 
talent was highlighted as one of the 
most pressing global challenges in 
the current environment. At first 
consideration this would seem to be 
an unlikely situation. There have never 
been as many educated people in the 
world, nor has it ever been as simple 
for employers to tap this vast pool 
online. 

It is presumed that highly skilled 
talent is also highly mobile and that 
networking advances also mean that 
many more tasks can be handled 
remotely or can be outsourced easily. 
However, the reality is quite different. 
The ever-increasing complexity of the 
work environment and technology 
enhancements appear to be driving the 
talent crunch.

As a result, managing skills shortages 
is one of the main priorities keeping 
CEOs awake at night. Our research 
indicates that 66% of CEOs would like 

10 PwC Global CEO survey 2012 – Delivering 
results: Value and growth in a volatile world 

to be spending more time developing 
the leadership and talent pipeline, 
outweighing other priorities including: 

•	 improving organisational efficiency, 

•	 developing strategy and managing 
risk, meeting with regulators and 
policy makers, and 

•	 meeting with providers of capital. 

Therefore, as development of 
leadership is a top priority for CEOs, 
pay levels of suitable qualified and 
experienced executives will be shaped 
accordingly. 

Before considering the remuneration 
paid to executive directors of JSE-listed 
companies, we consider the profile of 
this leadership talent that CEOs seek to 
develop.

Number of executive 
directors

As at 30 April 2012, there were 
1,151 executive directors of JSE-
listed companies. This is an increase 
of five executive directors over the 
2011 figure of 1,146. Interestingly, 
the number of executive directors 
increased in all of the industry groups, 
except in the AltX group of companies, 
where the number of executive 
directors declined by 7% over the 
most recent year. The most noticeable 
increase was a 5.4% increase in the 
services industry group, followed by a 
4.1% increase in the financial services 
industry group.

The growth in the number of directors 
is in line with the findings of our 
Global CEO Survey. In the report, 
more than half of the CEOs surveyed 
indicated that they had increased 
headcount in the most recent year, and 
we expected this trend to filter through 
to the executive team. 

The profile of 
an executive 
director
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The number of executive directors can 
be compared with a total of 2,26711 
non-executive directors and means 
that executive directors make up 
33.67% of the boards of JSE-listed 
companies. 

Age profile

Against the backdrop of the ageing 
leadership challenge indicated in 
last year’s Global CEO Survey, the 
South African reality is that the age 
of an executive director is reasonably 
young, relative to both global norms 
and the mandatory retirement age. 
Our research indicates that while the 
median age has increased by a year 
from 49 years to 50 years, the median 
is noticeably lower than the retirement 
age of 63 years.

We would attribute the lower age to 
the skills crisis experienced in South 
Africa. The most recent version of the 
Global CEO Survey indicates that the 
most pressing issue within the South 
African context, as perceived by South 
African CEOs, is the lack of sufficient 
skills and leadership talent. The 
findings of the report correlate to 
private sector research indicating the 
current existence of a significant 
shortage of skills in South Africa. 
Although the report suggests that the 
skills shortage is most prevalent among 
high performance managers, the 
majority of CEOs believe that skills 
shortage is affecting the composition of 
the senior management team. 

11 Our “Non-executive directors – Practices 
and fees trends report: January 2012” (“NED 
Report”) noted that there were 2,267 non-
executive directors of JSE-listed companies as 
at 30 November 2011.
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ACI12 representation

Transformation remains one of the 
thorniest issues in business and this is 
particularly evident when reviewing 
the profile of the executive director. 
Appropriate representation is 
indicative of effective transfer of skills 
to a historically disadvantaged group 
and is representative of the 
achievement of a representative 
balance in economic power across the 
racial classes. While, it is widely 
acknowledged that transformation has 
been slow and is nowhere near 
representative levels, our research 
suggests that the shift is happening, 
albeit slowly. The research indicates 
that ACI representation has increased 
from 10% to 16% in the most recent 
year. 

The major driver of this shift has been 
the increase of 11% in the financial 
services industry group and the 
8% increase in the basic resources 
industry group. Interestingly, the basic 
resources industry group is the centre 
of the nationalisation debate, while 
the financial services industry group 
has not been immune to suggestions 
of nationalisation with some calls to 
nationalise banks.

12 “African, Coloured, Indian” referring to 
historically disadvantaged individuals
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Gender

As indicated in our NED fees report13 launched in January 2012, the issue of 
gender diversity on the board is a hot topic internationally with the Green Paper 
on the EU Corporate Governance Framework14 highlighting the need for greater 
gender diversity on boards. Our latest research relating to the 2012 reporting 
period indicates that female board representation for South Africa is 15.8%. It is 
notable that the central findings of the Women in Leadership Census for 2012, 
conducted by the Businesswomen’s Association (BWA), is reasonably closely 
correlated to our research. We expect the deviation to be a function of the sample 
group, as PwC’s research only relates to listed organisations. 

When one looks at the global perspective, it is clear that South Africa is reasonably 
progressive trailing only a handful of Scandinavian countries, and the United 
States.15 

13 Non-executive directors’ fees and practices trends report 2012
14 Feedback statement: summary of responses to the Commission Green Paper on the EU Corporate 

Governance Framework
15 Women representation on boards is derived from data extracted from publications by companies listed 

on the stock exchanges of the countries referred to in the graph
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Norway’s leading gender 
representation could be the direct 
result of gender representation 
laws which required public limited 
companies boards to have at least 
40% representation of each gender. 
Spain and Germany followed a similar 
approach.

In March 2012, the European justice 
commissioner,Viviane Reding, 
launched a public consultation 
to generate proposals to increase 
women’s participation at senior levels, 
especially on board level. This could 
include legislative reform.

The analysis of the executive 
component of board directorships 
shows the percentage of females 
operating in executive roles, and 
intuitively the percentage is somewhat 
lower. The figures indicate that the 
percentages vary across industry 
groups, ranging between 9% and 
13%. While these figures are not 
representative of the population, the 
trend is that female representation 
is growing. In last year’s report we 
indicated female representation 
ranging between 2% and 7%, with an 
average of 4.2%. This year’s report 
indicates an average of 8%, almost 
double the previous year’s figure. 
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The notable growth areas have been 
the Industrial group where female 
representation has grown from 2% 
to 9% and the Services group where 
female representation has grown from 
4% to 13%. 

Of the females in executive 
positions, the majority (64%) are 
ACI individuals. The following chart 
indicates the percentage of female 
executive directors who are classified 
as ACI individuals. 
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Introduction

In response to feedback from our client 
base, the analysis in this year’s report 
has been refined to show greater detail 
and present more informative trends. 
In particular, we have provided a more 
comprehensive analysis based on the 
position held by executive directors. 
As such, we have now included the 
comparisons for the CEO, CFO and 
the Executive Director, as opposed to 
including all positions together. 

The analysis has been done according 
to industry classifications across 
the Resources, Financial Services, 
Industrials and Services sectors. Within 
the industry analysis, companies have 
been separated into large, medium, 
and small cap companies. 

In line with our previous reports, 
the graphs below report on the 2012 
reporting period (1 May 2011 to 30 
April 2012) referred to as ‘2011 data’. 
The 2011 reporting period (1 May 
2010 – 30 April 2011) is used for 
comparative purposes and is referred 
to as the ‘2010 data’.

Executive 
directors’ 
remuneration 
– JSE trends 

Analysis
Basic resources
The basic resources sector has 
experienced volatile trading conditions 
through 2011, with fluctuating 
exchange rates and commodity prices. 
The impact of higher commodity 
prices was seen through improved 
performance across the basic resources 
industry. The aggregated revenue 
from JSE listed mining houses with a 
revenue exceeding R200m increased 
by 36%, from R222bn to R303bn in 
2011, resulting in net operating cash 
flows increasing by 49%. Despite 
this increase in earnings, the sector 
has disappointed in terms of an 
increase in market capitalisation, 
suggesting that the stability of global 
economic recovery and local cost 
pressures appear to be weighing on the 
sentiment of future expectations. 

Interestingly, it appears as though 
the trends occurring at senior and 
executive level pay are mirroring the 
uncertainty of the industry. The most 
notable trend is that TGP for CFOs has 
declined across the large, medium, 
and small-cap groups. CEOs only 
experienced a decline in the small 
cap group, while executive directors 
experienced growth in TGP levels 
across the large, medium, and small 
cap groups. 
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Basic resources: large-cap 
The large-cap group has indicated 
the most subdued movements from 
last year with increases in line with 
general market trends. In the case 
of the CEO and executive directors, 
the TGP has increase by levels that 
would be perceived to be below market 
levels at 6.1% and 4.1% respectively. 
In addition, the position of CFO has 
experienced a decline of 3.4%. 

In 2009, one CFO in large-cap basic 
resources received an extraordinary 
non-recurring amount for health care 
retention and personal travel as part of 
his guaranteed package. This amount 
would have created an anomaly  in the 
overall median differential between 
2009 and 2010 and has therefore been 
excluded.
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Executive Director

Percentage increases 2011 2010

CEO 6.1% 12.5%

CFO -3.4% -35.3%

ED 4.1% -7%
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Basic resources: medium-cap
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Basic resources: medium-cap CFO

The medium-cap group has proved 
to be the most volatile in terms of 
executive pay movements for 2011. It is 
noted that the group has experienced 
large increases in TGP for the position 
of CEO and executive directors, rising 
to R4.57m and R3.98m respectively. 
In contrast, the position of CFO 
experienced a sharp decline from 
R4.1m to R2.75. Significant changes 
in TGP structures are often indicative 
of changes in leadership teams and 
we would expect a notable set of 
resignations and appointments to be 
driving this particular trend. 
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Executive Directors

Percentage increases 2011 2010

CEO 37.5% -48.8%

CFO -43.4% -6.5%

ED 39.4% -69.0%
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Basic resources: small-cap

The small-cap group within the 
basic resources sector has shown 
a decrease in TGP for the CEO and 
CFO, while the TGP for executive 
directors has continued the increase 
from the previous year. This is the only 
observation in the entire report where 
a CEO TGP has declined, and the 
decline is noted as a relatively sharp 
one at 21.4%, indicating a decline from 
R3.21m to R2.53m. Changes in the 
sample group, in particular de-listings 
and suspensions tend to affect the 
median levels in the small-cap group 
and this may be driving the downward 
trend in guaranteed pay for CEOs in 
the small-cap basic resources group. 
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Executive Directors

Percentage increases 2011 2010

CEO -21.4% 19.5%

CFO -13.3% -18.1%

ED 14.2% 14.5%
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Financial services
Financial services appear to have had 
a stronger year in 2011, following 
a tough 2010. PwC’s Major Banks 
Analysis16 indicates that South African 
banks have achieved an aggregate 
return on equity of 16% in 2011, up 
10.3% from 2010, while at the same 
time posting headline earnings of 
R39.9bn, a 17.7% growth in the year. 
Our research indicates that the main 
driver of the growth in 2011 has been 
the containment of costs. 

Against this backdrop, it is notable that 
the TGP for CEOs, CFOs, and executive 
directors across the large, medium, 
and small-cap groups has increased 
following a considerable downward 
trend in 2010. The research indicates 
that all positions in the small-cap 
group received a trim in 2010, while 
the median for executive directors 
in the large and medium-cap group 
along with the median TGP for CFOs 
in the medium-cap group was lower 
than the preceding year. We have 
noted with interest the change in pay 
models for financial services in more 
developed economies. These, however, 
have focused mostly on the variable 
component of executive pay. 

Financial services: large-cap
Large-cap companies in the financial 
services industry have increased 
levels of TGP for the CEO, CFO, and 
executive directors. CEO and executive 
director increases appear to be healthy 
relative to general market increases at 
9.6% and 12.8% respectively, rising to 
R5.93m and R3.18m. The median TGP 
for the position of CFO has a marginal 
increase of 1% to R3.61m. 

16 Maintaining Stability Amid Uncertainty: South 
African Major Banks Analysis
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Executive Director 

Percentage increases 2011 2010

CEO 9.6% 53.3%

CFO 1.0% 6.7%

ED 12.8% -3.6%
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Financial services: medium-cap

The medium-cap group has indicated 
an upward trend in the median TGP 
for all positions. This upward trend is 
in line with general market movements 
when looking at the position of CEO, 
where the median has increased by 
5.6%. However, CFOs and executive 
directors have experienced an increase 
in the median TGP, which exceeds 
general market levels, rising to R2,07 
and R2,18m respectively. It is noted 
that the number of directors increased 
by 4% in the financial services 
industry, representing the second 
largest increase in number of directors. 
It is likely that some of these new 
appointments are driving the upward 
trend.
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Executive Director

Percentage increases 2011 2010

CEO 5.6% 16.2%

CFO 31.3% -2.8%

ED 41.1% -6.6%
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Financial services: small-cap

Similar to that of the large and 
medium-cap group, we observe a 
number of noticeably high increases 
in the median TGP. This has occurred 
following a year where the median 
level declined for all positions. The 
absolute levels of pay are shown to 
range between R1.23m and R1.42 
across the various executive positions 
for small-cap financial services 
companies.
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Executive Director

Percentage increases 2011 2010

CEO 26.7% -9.7%

CFO 4.8% -18.6%

ED 14.8% -2.5%
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Industrial
The industrial sector appears to be 
experiencing mixed fortunes following 
the slow-down in infrastructure spend. 
It appears as though the excesses of 
the spend leading up to the FIFA World 
Cup have dried up and many of the 
major industrial giants are having 
to work much harder to achieve the 
same levels of performance seen in 
the lead up to 2010. In addition to 
slowing demand, input costs appear to 
be having an effect on margins within 
this industry. In particular, the growth 
in the fuel price through 2011, as well 
as escalating iron ore costs appears to 
be putting pressure on margins within 
the Industrial industry sector. Despite 
these pressures, there have been 
pockets of success, and the long-term 
view of the Industrial sector appears 
positive. The medium-cap group 
indicates results most indicative of 
the difficult trading conditions for the 
Industrial sector. 

Industrial: large-cap
The large-cap group within industrials 
indicated continued increases in TGP 
from the previous year levels for all 
executive positions. The absolute 
levels of pay are noted as particularly 
high when viewed against those of 
the other sectors. It is noted that a 
number of dual listed companies - 
SABMiller, British American Tobacco, 
and Richemont - who remunerate 
their directors in foreign currency, are 
located in this sample group and this 
appears to be distorting the data. The 
increases have been lower than those 
observed in the previous year except in 
the case of the CFO, where there was a 
noticeable increase of 32.9%. 
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Executive Director

Percentage increases 2011 2010

CEO 7.3% 16.2%

CFO 32.9% 7.9%

ED 7.6% 17.1%
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Industrial: medium-cap
As indicated in the introduction to 
the Industrial group, the TGP data for 
the medium-cap group of companies 
appears to most clearly represent the 
cost pressures existing in the industry. 
Although all positions have received 
an increase, the level of the increase 
is lower than the market norm in the 
case of the CEO and CFO, and is shown 
to align with the market norm in the 
case of executive directors. None of 
the percentage increases exceed the 
general market movements.
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Executive Director

Percentage increases 2011 2010

CEO 3.5% 6.9%

CFO 2.8% 22.2%

ED 7.9% 12.1%
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Industrial: small-cap
Within the small-cap group, the trend 
has been of a moderately increasing 
TGP. In the case of the CFO, and 
executive directors the median TGP 
has experienced a marginally higher 
increase over the general market 
movements, ranging between 9% and 
9.3%. The notable deviation from 
the general market movement, is the 
increase afforded to the CEO, where 
the median TGP increased by 21.7% to 
R2.65m. We would expect the impact 
of resignations and new appointments 
to be influencing this notable trend.
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Executive Director

Percentage increases 2011 2010

CEO 21.7% 9.5%

CFO 9.3% 9.8%

ED 9.0% 12.4%
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Services
The services industry is a broad 
industry comprising of a number of 
varied business sectors including retail, 
media and entertainment, leisure and 
tourism, and telecommunications. 
In last year’s Executive Directors’ 
Remuneration: Practices and Trends 
Report, we noted the visible increase in 
pay levels within the services sector. 

Our Entertainment and Media 
Outlook report17 highlights that the 
entertainment and media sector grew 
by 21.1% in 2010 in response to the 
spending for the FIFA World Cup as 
well as a rebound in the economy. 
In the absence of spend associated 
with the global event, we envisage a 
marginal decline (0.6%) in spend in 
2011 followed by marginal gains in the 
years 2012 through to 2015. Similarly, 
the leisure and tourism sector is likely 
to experience tougher conditions in 
2011 through to 2014 due to enhanced 
capacity coupled with lower demand.

In contrast to the abovementioned 
sectors, the retail sector has 
experienced strengthening results with 
what Business Monitor International18 
calling ‘the strengthening of the middle 
class’ being one of the contributing 
factors to the sector’s profitability 
and increasing attractiveness to 
international investors. However, the 
sector’s results appear to be strongly 
linked to the volatile economic 
outlook and the sentiment around 
the eurozone crisis is likely to weigh 
heavily on results in the short-term.

Within the context of these trends, 
we would expect to see a mixed bag 
of results coming out of the services 
sector and this is clearly the case. 

17 South African Entertainment and Media 
Outlook:2011-2015

18 Business Monitor International: South Africa 
Retail Report 2012

Services: large-cap
The large-cap companies have shown a marginal decrease in TGP for CFO, while 
increases for the positions of CFE and executive directors have ranged between 
10.7% and 12.2%, rising to R6.18m and R2.72m respectively. 
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Executive Director

Percentage increases 2011 2010

CEO 10.7% 10.4%

CFO -0.4% 14.0%

ED 12.2% 7.2%
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Services: medium-cap
The medium-cap group indicated 
a median TGP for the positions of 
CEO, CFO and executive directors 
of R3.87m, R2.55m, and R2.75m 
respectively. The position of CFO 
has indicated a structural change 
amounting to a 41.8% increase, 
following a 22.9% decrease in the 
previous year. 

Chief Executive Officer

Chief Financial Officer 

3 200

3 300

3 400

3 500

3 600

3 700

3 800

3 900

4 000

2011 2010 2009
R

’0
00

TGP 3 877 3 468 3 635

Services: medium-cap CEO

0

500

1 000

1 500

2 000

2 500

3 000

2011 2010 2009

R
’0

00

TGP 2 554 1 801 2 335

Services: medium-cap CFO



56  PwC

Executive Director

Percentage increases 2011 2010

CEO 11.8% -4.6%

CFO 41.8% -22.9%

ED 12.1% 10.8%
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Services: small-cap
In contrast to the medium-cap 
group, the CFO of small-cap group 
experienced a marginal decline in the 
median TGP, moving from R1.53m 
to R1.51m. The positions of CEO and 
executive directors received favourable 
increases ranging between 10.4% and 
11.7%, moving their TGPs to R2.96m 
and R1.7m respectively. 
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Executive Director

Percentage increases 2011 2010

CEO 11.7% 7.5%

CFO -1.4% 13.0%

ED 10.4% -3.9%
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AltX companies
The AltX group of companies is an 
eclectic mix of organisations spanning 
across a range of industry groups. The 
AltX group of companies would be 
considered small-cap based on their 
market capitalisation. 

The AltX group has come under 
pressure with the enduring difficult 
economic conditions. Many of these 
companies have battled to raise capital 
to fund significant expansion in light of 
a more circumspect sentiment within 
the investor community. We have 
noted that a number of AltX companies 
have delisted and the decrease in the 
number of AltX executive directors in 
the sample is indicative of this trend. 

Notwithstanding the difficult 
operating conditions for many of 
these organisations, there has been an 
upward trend in guaranteed pay. In 
some instances these have exceeded 
market norms but would not constitute 
major shifts from previous levels. 
The median TGP for the position of 
CEO has risen by 8.9% to R1.5m, the 
median TGP for the position of CFO 
has risen by 12.4% to R1.04m, and the 
median TGP for executive directors has 
risen by 13.5% to R1.18m. 
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Executive Director

Percentage increases 2011 2010

CEO 8.9% 10.7%

CFO 12.4% 5.8%

ED 13.5% 8.3%
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Industry Sector Total industry Total sector

AltX   59

 AtlX Basic Resources 3  

 AltX Construction & Materials 1  

 AtltX Financial Services 14  

 AltX Industrial 20  

 AtX Services 21  

Basic Resources  66

 Base Metal Processing 11  

 Forestry & Paper 4  

 Mining 51  

Financial Services  79

 Commercial Banks 7  

 Development Capital 2  

 General Financial 18  

 Insurance 8  

 Investment Instruments 10  

 Other Securities 1  

 Real Estate 33  

Industrial   98

 Automobiles & Parts 2  

 Beverages 4  

 Chemicals 6  

 Construction & Materials 19  

 Food 13  

 Industrial Goods & Services 22  

 Oil & Gas 3  

 Personal & Household Goods 5  

 Technology 23  

 Tobacco 1  
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Industry Sector Total industry Total sector

JSE Africa   2

 Financial Holdings 2  

Services   66

 Health Care 8  

 Industrial Goods & Services 15  

 Media 5  

 Retail 22  

 Telecommunication 5  

 Travel & Liesure 11  

Venture Capital  3

 Venture Capital 3  

Grand Total  373
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About PwC

At PwC we apply our industry 
knowledge and professional expertise 
to identify, report, protect, realise 
and create value for our clients and 
their stakeholders. The strength of 
this value proposition is based on 
the breadth and depth of the firm’s 
client relationships. Networks are 
built around clients to provide them 
with our collective knowledge and 
resources. Our international network, 
experience, industry knowledge and 
business understanding are used 

to build trust and create value for 
clients. We are committed to making 
PwC distinctive through consistent 
behaviours that enable the success of 
our clients and people. We call this the 
PwC Experience and it shapes the way 
in which we interact with clients, with 
one another and with the communities 
in which we operate. This, along 
with our core values of Teamwork, 
Leadership and Excellence – and our 
strong Code of Conduct – guides us in 
all that we do.
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