
 
 
 

S E R V I C E S  A V A I L A B L E  

Speak to us if you need advice on 
 

•  REMUNERATION PLANNING 

•  BOARD ADVISORY SERVICES 

•  CEO REWARD STRATEGY 

•  INCENTIVE PLAN DESIGN 

•  RETENTION PLAN DESIGN 

•  EQUITY INCENTIVES 

• IPOs 

 

 

T h e  C A M A C  R e p o r t   
b y  J o h n  E g a n  

 

Australian	  Institute	  of	  	  
Company	  Directors	  	  
Submission to CAMAC on disclosure and 
simplification of incentive components: 
 

CAMAC web link 
 
AICD believes that remuneration reporting and 
the regulatory framework is too complex and 
often results in reports which are of minimum 
use to shareholders.  It has in fact presented a 
reform proposal involving a substantial 
overhaul of existing requirements.   
 
This focuses on a principles-based approach 
to: 
• “The governance structures in place for 

determining the remuneration of key senior 
personnel 
 

• The company’s remuneration philosophy 
and policies for key senior personnel 
 

• The remuneration outcomes for key senior 
personnel in the reporting period ( i.e. the 
remuneration received by the key senior 
personnel in the current year in ‘actual pay’ 
terms); and 
 

• The current entitlements of key senior 
personnel to future remuneration.” 

 
The proposal also seeks a definition of key 
senior personnel to be included in the 
Corporations Act. 
 

 

STOP PRESS:  The CAMAC Report on the disclosure of remuneration and the 
simplification of incentive components has been postponed until the new year.  
It will now take into account the views of more than 20 industry groups and 
associations which will meet with CAMAC on December 10 to discuss simplifying 
remuneration reports and bonus structures. 
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Introduction	  
Several key bodies have made 
submissions to the CAMAC enquiry into 
disclosure of remuneration and the 
simplification of incentive components of 
executive pay.  
 
The general theme of the submissions is 
that it simplification of any incentive 
arrangements would potentially limit the 
value companies can get from such 
plans. The argument is that companies 
have complex incentive schemes in 
place because the financial goals of 
companies are inherently complex.  
 
A simple incentive plan would not allow 
companies to design plans that 
effectively supported their business 
strategies. As an aside to these 
submissions, several organisations have 
asked for a change to the taxation of 
employee share plans so that 
termination does not become a tax 
trigger. 
 
The other key issue addressed by the 
submissions is that of remuneration 
disclosure and there is general 
agreement that a simplified disclosure 
statement should be possible. However 
there are a number of varying 
suggestions for what such a statement 
would look like. The solution to this issue 
won’t be an easy one. 
 

web article link 

 



 
In terms of simplifying incentive components, 
the AICD is of the view that 
 
“The proper alignment of executive and 
shareholder interests is important to the 
ongoing success of companies, and the 
contribution businesses in turn make to the 
broader economy through job creation, 
disposable income, retirement funding, 
investment opportunities, a major source of 
Government revenue, and so on.  As such, it 
is important to all Australians.”  
 
The AICD states that “it would be a grave 
policy error to attempt to mandate 
simplification of remuneration incentive 
components. Such an approach will inevitably 
have negative consequences for companies 
and their broader contribution to the economy 
and society.” 
 
As in other submissions, they argue the 
issues such as the multi dimensional nature of 
incentive plans, the competitive advantage 
companies try to achieve through their own 
plans and that the appropriateness of 
incentive plans will vary from time to time and 
from company to company. 
 
It goes on to argue against a “silver bullet” 
approach to incentive plan design. It 
highlights this by referring to one measure 
which is being pushed by some groups as a 
key measure for incentive plans.   
 
It concludes that Total Shareholder Return as 
a measure for determining executive rewards 
might be appropriate in some cases but not in 
others and that pushing for one measure is 
inappropriate given the complexities of 
incentive pay. 
 

www.eganassoc ia tes .com.au  

Copyright © Egan Associates.   

This work is copyright.  Apart from any 

use permitted under the Copyright Act 

1968, no part may be reproduced by any 

process without prior written permission 

from Egan Associates. 

 

From	  UniSuper	  
CAMAC web link 
Unisuper, a large superannuation fund, is 
looking for greater clarity around short term 
incentives but also argues against providing 
detailed lists of all performance conditions.  
They seek a fine balance between ensuring 
greater transparency and avoiding a moral 
hazard. 
 
“We believe there needs to be greater clarity 
regarding short term incentives (STI). However, 
we do not believe that a company should be 
required to provide an exhaustive list of all STI 
performance conditions, the satisfaction of 
which will result in payment of 100% of the STI.   
 
This is because it could lead to CEOs and other 
senior executives “gaming the system”.  In our 
view, it would be useful if a statement was made 
in the remuneration report to the effect that “A 
number of matters were taken into account, and 
these include, x, y and z, among others”. That 
is, some specific targets and requirements 
should be disclosed, (beyond the generic 
statements many companies make) but not all 
of them.   
 
Thus, a fine balance needs to be struck in 
ensuring greater transparency whilst avoiding a 
moral hazard.”  
 
Business	  Council	  of	  Australia	  
 
CAMAC web link 
 
The BCA takes a similar line to that taken by the 
AICD and wants a principles-based approach to 
remuneration. It defines the role of companies to 
ensure clarity in reporting and the role of 
regulators to ensure legislation facilitates this 
flexibility in reporting.  
 
“BCA concurs with the AICD’s view that a 
principles-based approach to remuneration 
reporting should be adopted.  Principles make 
clear the expectations for reporting, rather than 
the specifics. 
 
BCA supports the reporting of “actual” 
remuneration received by executives… it should 
be the role of companies to ensure that there is 
clarity around reporting of remuneration and the 
role of policy makers should be to ensure that 
legislation facilitates appropriate flexibility in this 
reporting. 
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It is important to recognise that business must 
offer attractive incentives to secure and retain 
talented executives and future leaders. As with 
any commercial negotiation, the amount and 
structure of reward will reflect a risk-return trade-
off.  The key aspect of the debate is how to 
better link an executive’s variable or “at-risk” 
remuneration with those factors that drive 
company performance over which executives 
have the ability to influence.” 

Chartered	  Secretaries	  Association	  
CAMAC web link 
 
The CSA takes quite a strong view on these 
issues. It wants a simplified reporting of 
remuneration to shareholders but doesn’t want 
legislation determining how incentive 
components should be structured. It, like many 
others, takes the view that boards know their 
companies best and should be determining and 
working the remuneration strategy to the 
advantage of their company. The CSA, quite 
expectedly, also has strong views on how 
executive pay should be disclosed in terms of 
which components should be disclosed and the 
key group for which remuneration should be 
disclosed. 
 
“CSA is strongly of the view that reporting to 
shareholders on remuneration can be simplified. 
Equally its view is that it is neither feasible nor 
desirably for legislation to determine how 
incentive components should be structured. It is 
also of the view that boards need to use 
incentives to motivate performance that they 
need to take into account the financial and 
operational circumstances of a particular 
company and shift according to the strategy and 
changing circumstances of the company.  
Boards should make every effort to explain their 
remuneration decisions and any anomalies that 
arise in relation to payments.  
 
The key recommendation on the disclosure of 
pay is that there be a move away from using 
accounting standards as the basis for disclosure 
and there be a move to two table disclosure, one 
showing base salary, superannuation and other 
benefits i.e. Total Fixed Pay and STI Cash and 
Bonus Paid i.e. Total (Pay).  An additional table 
which disclosed the deferred components of pay 
ie STI and LTI awards, in cash, the number of 
shares and the number of options would 
supplement the fixed pay table. 
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CSA is also keen for performance targets to be 
disclosed where it is not prejudicial to the 
company. CSA supports the adoption of the 
plain English summary of remuneration policies 
if that assists in greater shareholder 
understanding.  It does not support making this 
subject to legislation. 
 
The CSA agrees with he Australian Institute of 
Company Directors” (AICD’s) contention put 
forward for a change in the use of key 
management personnel  and highest paid 
executives as the basis for remuneration 
reports, stating that the remuneration report 
should set out details of remuneration for only 
those persons who fall under the definition of 
“key management personnel”. 
 
Finally it believes that directors should continue 
to have the responsibility to determine 
parameters, including quantum, short term 
incentives, long term incentives, performance 
hurdles and others used in determining 
remuneration structures.”  

Origin	  Australia	  
CAMAC web link 
 
It is interesting to see how companies 
themselves have responded to this enquiry.   
 
Origin is looking for guiding principles to be 
applied, that disclosure be initiated to inform 
stakeholders, that one act govern disclosure, 
not the several that currently do and that boards 
need flexibility to present their views so as to 
make them clear to shareholders. 
 
“Origin Energy believes that the guiding 
principles around disclosure principles should 
be: 
 
• Disclosures are designed to enable 

stakeholders to assess the remuneration in 
the context of the company’s operational 
situation and its performance 
 

• Disclosures be regulated from one source, 
not numerous acts 
 

• That boards have sufficient flexibility to 
present their reports in a way that allows 
them to best explain their decisions.” 
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From	  BHP	  
CAMAC web link 
 
BHP expressed a similar focussing on the 
argument that incentive plans are by their nature 
complex and organisation specific and as such 
any regulation will limit their effectiveness.  
 
“Appropriate incentive arrangements will be 
particular to the organisation, the time and 
circumstances, and that “simplification” is neither 
required or in the interests of shareholders. 
Rather, such an approach would be more likely to 
limit the organisation’s ability to drive and reward 
desired outcomes and behaviours through 
incentives. Different organisations will implement 
different short-term and long-term incentive 
arrangements, designed to support that 
organisation’s current business strategy, with the 
goal of driving sustained shareholder wealth 
creation. The appropriate incentive arrangements 
will therefore be those that support the desired 
corporate behaviours and values, and drive the 
outcomes that are relevant to that business at 
that time, reflecting potentially complex business 
structures, external environments and the needs 
of multiple stakeholders. Such arrangements will 
be under constant review to ensure ongoing 
relevance for the organisation in the prevailing 
market circumstances.  
 
Mandating, for example, that all organisations 
have a long-term incentive plan that employs a 
TSR hurdle, or commences vesting at the median 
(or above the median) in order to make these 
arrangements simpler for shareholders to 
understand will simply produce a ‘sameness’ in 
arrangements that may not suit some companies, 
and will not drive the outcomes relevant for that 
business.” 
 
BHP also makes reference to the taxation of 
employee share plans with a focus on the 
taxation upon cessation of employment: 
“A very significant driver of complicated incentive 
arrangements in Australia is in fact the current tax 
structure in relation to employee equity. The 
impacts for Australian employees vary 
significantly from those in other major 
jurisdictions, complicating the equity programs for 
global companies and, as a result, the related 
disclosures. Key points of difference, and 
therefore complication, have been well publicised, 
but include the taxation upon cessation of 
employment, tax upon vesting (rather than 
exercise) for options, and the 75% rule to  
enable tax deferral for share grants.” 
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From	  Professional	  Firms	  
A number of professional firms also made 
submissions to CAMAC, effectively stating that: 
 

• a simplification of remuneration 
reporting should be encouraged 
 

• the regulation of executive incentives 
would be either unnecessary or 
inappropriate and/or could have 
unintended consequences 

 
The argument was made that boards are best 
placed to understand the complexities of their 
companies and to approve appropriate incentive 
arrangements. 
 
Submissions to this review have closed and a 
report was due out in late November.  With the 
recent round of company reporting, and an 
increasing interest in the voting on executive 
remuneration by shareholder, CAMAC will now 
meet with more than 20 industry groups and 
associations on December 10 to discuss 
simplifying remuneration reports and bonus 
structures. Their report will be issued in the new 
year. 
 
Egan Associates will continue to keep you 
informed on this debate in our 2011 newsletters. 
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