
The Investment Association (IA) announced that in the 2019 
reporting season, it will highlight companies who are lagging 
behind on diversity, or pay pension contributions to executive 
directors at rates above the majority of the workforce.

What did the announcement say?
The IA have stated that their position is  
as follows:

 – for companies with year-ends on or 
after 31 December 2018, any new 
remuneration policy that does not 
explicitly state that any new executive 
director appointee will have their 
pension contribution set in line with the 
majority of the workforce will receive a 
‘red top’ on the remuneration policy

 – any new executive director  
appointee from 1 March 2019 whose 
pension contribution is above the level 
of the majority of the workforce will 
result in a ‘red top’ on the remuneration 
report, and

 – any existing executive director  
receiving a pension contribution of 25% 
of salary or more will be ‘amber topped’ 
on the remuneration policy  
and remuneration report

This follows Provision 38 of the  
UK Corporate Governance Code 2018, 
which states that pension contribution rates 
for executive directors should be aligned 
with those available to the workforce.

The press release also sets out the IAs 
position on board diversity, which will 
apply to companies in the FTSE 350.

Note also the IA’s remuneration principles 
issued in November 2018. The IA state 
(Section B, paragraph 2) that their members 
expect new directors to be appointed with 
the same pension contribution rate as is 
given to the majority of the company’s 
workforce. The pension contributions 
for current executive directors should be 
reduced over time to equal the rate received 
by the majority of the workforce.
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Listed companies need 
to be aware that they will 
face increased scrutiny 
where directors pension 
contributions are out of 
step with the rest of the 
workforce.

https://www.theinvestmentassociation.org/media-centre/press-releases/2019/investors-to-target-pension-perks-and-poor-diversity-in-2019-agm-season.html
https://www.frc.org.uk/document-library/corporate-governance/2018/uk-corporate-governance-code
https://www.ivis.co.uk/media/13874/Principles-of-Remuneration-Nov-2018-FINAL.pdf
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What else should companies be aware of?
The Pensions and Lifetime Savings Association 
published their updated corporate governance 
policy and voting guidelines for the 2019 AGM 
season. Traded companies (including those on 
AIM who table the relevant resolutions at their 
AGM voluntarily) should be aware of the focus on 
director remuneration, and that the resolutions 
for the approval of the remuneration policy and 
remuneration report are likely to be subject to 
particular investor scrutiny.
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What should companies do?
Traded companies should be mindful of the 
IA’s positon for any new remuneration policy 
tabled and for any new executive director 
appointments. As regards existing executive 
directors, the Remuneration Principles suggest 
that pension contributions should be reduced 
over time (but as soon as possible) to align with 
the majority of the workforce, and directors 
should not be compensated for these changes. 

Useful links

Investment Association press release  
(21 February 2019)

The Investment Association Principles of 
Remuneration (November 2018)

Pensions and Lifetime Savings Association: 
Corporate Governance Policy and Voting 
Guidelines (January 2018)

https://www.plsa.co.uk/Portals/0/Documents/Policy-Documents/2019/CG_Voting%20Guidelines%202019%20FINAL.pdf
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