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5 November 2013 

 

Dear Remuneration Committee Chairman, 

I write to you at the request of the ABI Investment Committee to outline the main revisions to 

the ABI’s Principles of Remuneration, the updated version of which has been published 

today. We also outline how the ABI’s Institutional Voting Information Service (“IVIS”) will 

approach the new voting and reporting regime. 

The ABI’s Principles of Remuneration are reviewed annually. Last year, we made significant 

revisions to the content and structure of the guidance. Given this, we have made only minor 

amendments and clarifications in 2013. The main changes relate to: 

 Performance Adjustment/Malus and Clawback – we provide a clearer definition of 
performance adjustment and clawback and ask Committees to disclose the 
circumstances in which performance adjustment or clawback could be used. 
 

 Executive shareholdings – This has been updated to clarify which shares would 
qualify as meeting the guideline.  
 

 Performance on grant schemes – Whilst many members still retain significant 
reservations over the use of performance-on-grant schemes. The update provides 
the conditions shareholders expect these schemes to meet, such as genuinely long 
holding periods, significant shareholding requirements, lower overall amounts and 
the disclosure of targets/performance achieved.  
 

 The new Reporting and Voting Regime – Appendix 1 outlines ABI views on various 
practical aspects of the new reporting arrangements. 

 

With the introduction of the Reporting Regulations and Voting Legislation, the coming year 

will see significant changes in the way companies report, and shareholders vote, on pay. 

The Principles should be viewed in conjunction with the guidance on the new reporting 

regulations produced by the GC 100 and Investor Group. The ABI supports this guidance 

and encourages companies to adopt the best practice within it. 

Under the new voting and reporting regime, IVIS will continue its current approach of 

assessing companies. IVIS does not issue direct voting recommendations. Instead, in the 

spirit of comply-or-explain, we highlight key issues and non-compliance with best practice 

through our Colour Coding system. This gives us flexibility in our dealings with companies 

and the ability to consider well-reasoned arguments.  

When companies seek approval for the Policy Report, IVIS will produce a separate 

conclusion and status for each of the Policy Report and the Annual Remuneration Report. 

http://www.ivis.co.uk/UsingIVIS_ReportColourCoding.aspx


 
 

The two votes will be colour coded separately. Under our colour coding system, a Blue Top 

indicates no areas of major concern. The colour showing the strongest concern is Red, 

followed by Amber.  

IVIS’s analysis of a company’s Policy Report is likely to highlight the following issues on a 

Red or Amber top: 

 Remuneration structures not aligned to the ABI Principles of Remuneration (including 
the guidance and appendix) – As is our current practice, IVIS will highlight 
remuneration policies or structures which are not in accordance with the ABI 
Principles of Remuneration.  

 Lack of detail in the Policy Report – IVIS will highlight where companies fail to 
provide sufficient detail in the policy report to allow shareholders to make an informed 
voting decision. ABI members recommend that companies consider the guidance 
issued by the GC 100 and Investor Group to ensure that they provide sufficient detail 
in the Policy Report. 

 Use of wide ranging discretion – Discretion will be an important aspect of the Policy 
Report, as it will allow Remuneration Committees to ensure their policies will be 
appropriate over their life. However, IVIS will highlight where policies are drafted with 
overarching or widely-ranging discretion provisions, particularly without any clear 
explanation. 
 

If you need any further details on the Principles of Remuneration or IVIS’s approach to the 

forthcoming AGM season, please do not hesitate to contact our Head of Corporate 

Governance, Andrew Ninian (andrew.ninian@abi.org.uk, 020 7216 7671), or one of the IVIS 

team (www.ivis.co.uk/contact.aspx). 

Yours faithfully, 

 

 

Robert Hingley 

Director of Investment Affairs 
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