
Wider business and workforce context

Remuneration committees – considering your response to COVID-19 
(25 March 2020)

Implementing executive reward policies

• Affordability and workforce impact – while business impact will vary 

by company, some will operate a reduced policy under variable pay 

elements, consistent with approach across the organisation.

• Waiver/deferral of earned bonuses – to support short-term liquidity, 

a number of companies are considering the waiver or payment of earned 

cash bonuses in shares.

• Waiver/delay in share-based award grants – it may be considered 

appropriate to waive or delay the grant of share-based awards. In some 

cases, where permitted, smaller awards of restricted shares may offer a 

simpler approach during a period of market volatility. 
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Incentive plans – measuring performance

• Remuneration committees will be required to make difficult 

judgements around remuneration outcomes at the year end.

• While adjustments would not generally be expected for COVID-19, 

some companies are considering a significantly reduced opportunity 

based on a discretionary assessment against a set of holistic metrics at 

the FY end, such as:

• Consideration of management response to COVID-19

• Workforce impact

• Investor experience

• Relative business performance

Investor/other views
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Incentive plans – setting targets

• Where setting forward-looking targets, companies may set these 

conservatively in the context of the expected business impact, with a 

view that judgement will be needed at vesting in considering the 

extent to which impact was greater or lesser than anticipated.

• Alternatively, awards may be delayed or waived for the relevant year.

Granting share-based awards (employee & executive plans)

• Averaging period – Investors typically expect a ‘haircut’ in award size 

where grants are made following a significant share price fall, to prevent 

‘windfall gains’ to executives. 

• While ISS and IA have so far indicated they would take a flexible approach 

where share price fall is solely related to COVID-19, many companies are 

considering the use of longer averaging period (e.g. 12 months), to ensure 

awards are not made over an inflated number of shares. This may apply to 

executives only, or across the organisation. 

• Discretion at vesting –Review of outcomes ‘in the round’ at vesting, 

ensuring they reflect business performance and wider stakeholder impact.

Case study: Travel and tourism

• Virgin Atlantic - CEO 20% pay cut, Executive Leadership pay cut of 

15% until end of 2020. Staff asked to take 8 weeks unpaid leave with 

cost spread over six months salary. Voluntary severance packages and 

sabbatical offered to all employees, reduced pension contributions.  

• InterContinental Hotels Group – Reduced salary and incentives, 

including ‘substantial decreases’ for Board and Executive Committee.

• Heathrow Airport – ‘cancelling executive pay’ (it is reported that CEO 

will waive salary for 3 months, senior team waive salary for 1 month)

• Gatwick Airport – Headcount reduction, CEO and senior leadership 

team will take 20% salary cut and waive bonus for current FY.

• United Airlines /Delta Airlines– 100% salary cut for CEO, voluntary 

leave program, hiring  freeze.

• Qantas – 30% pay cut for executive management team.

COVID-19 has been declared a pandemic by the World Health 

Organization, and as the virus continues to spread extensively, it’s 

presenting unprecedented disruption and uncertainty for global 

business.

While workforce health and wellbeing is of paramount focus, 

remuneration committees are considering the impact of business 

performance on reward across the organisation, as well as senior 

executive policies.

The level of impact will vary by company and sector, however 

ensuring decisions are appropriate in the context of wider 

business and workforce impact will be a key focus for committees 

in the coming months. 

Discretion and judgement “[..] As a global community, we are navigating uncharted 

territory because of the global onset of coronavirus (COVID-19). 

None of us yet know quite how broad its impact will be, nor how 

deeply it will be felt. [..] Clearly, the remuneration targets we 

have set for the year will need to be adjusted to the 

circumstances as they unfold. I can also confirm that the 

remuneration committee will monitor business conditions and 

exercise judgement in applying discretion relating to 2020 

remuneration. We will proceed with great care in determining 

the timing and magnitude of equity awards. At year-end, when 

we assess performance, we will be thoughtful in the 

interpretation of results, balanced with the shareholder 

experience. I do believe that the 2020 policy as drafted provides 

us with maximum flexibility in applying discretion – which the 

times call upon us to exercise.”  BP plc Remuneration 

Committee Chair statement 2019 (18 March 2020)

On 18 March 2020, PIRC wrote to company 
secretaries calling for suspension of ‘all payments 
to executives other than basic salary from 1st

April until the end of your financial year’.
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ISS and Investment Association have indicated that 

their clients would not expect to see an adjustment

of performance conditions when assessing in-flight 

LTIP / bonus awards.

More than 70% of FTSE 350 companies have experienced a share price 

fall in excess of 30% from January to March 2020.

CEO pay cap of ten times the pay of the median 

worker for large companies bailed out for COVID-

19 affected performance.

• In the coming year, there will be heightened scrutiny around remuneration 

committee decisions, and the use of judgement and discretion to ensure that pay 

outcomes are aligned with workforce, investors and wider stakeholder experience.

• Companies should ensure that they have the ability to use discretion to reduce or 

adjust future outcomes under plan documentation. 

• The use of any positive discretion is likely to be very contentious from a shareholder 

perspective and robust explanation of any decision would be required.  Considerations 

for the Committee would include:

• Shareholder experience
• Has previous negative discretion been used?
• How are other employees being treated? 
• What mitigating steps have management taken to limit the impact on the business?

On 23 March, the FRC wrote to all listed companies asking them to delay 
the publication of preliminary financial statements for at least two weeks. 

Employee share plans

• SAYE – many SAYE options will be ‘underwater’, however employee 

savings are held risk free. For new SAYE awards, companies may look to 

‘scale back’ grants where there has been a significant share price fall, to 

preserve dilution.

• SIP – employees holding Partnership Shares may have suffered a fall in 

value, however Matching Shares may preserve some loss. 

• Communication will be important to explain how employees are affected.


