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Executive summary

The TUC has established PensionsWatch in order to give a picture of occupational
pensions in the UK, with a focus on the pension provision for top company
directors. The survey draws information from the most recent annual reports on
the pension provisions for staff and directors at a number of major UK companies.

While employees in the UK have seen a trend towards riskier and less generous
pensions, directors continue to receive significant retirement benefits. They tend to
accrue pensions at a more generous rate than employees, and the majority are still
in final salary or other defined benefit (DB) schemes. Those in defined contribution
(DC) schemes receive company contributions that are well above the average for
these types of scheme.

The key findings of the report were:

e Of the 103 companies analysed, 67 continue to provide defined benefit schemes
to directors whilst 59 provide defined contribution schemes.

e The total number of directors covered by the survey is 373. Many are members
of more than one scheme'. The majority (56 %) are members of DB pension
schemes, whilst 30% are members of DC pension schemes. 5% of directors
participated in both DB and DC schemes. 27% of directors received cash
payments in lieu of participation in a company scheme; these appear mainly to
be paid into directors’ personal pension plans.

e The proportion of directors receiving only one type of pensions benefit is 27%.
The proportion of directors receiving specific salary supplements to provide
reimbursement for benefits lost as a result of the 2006 ‘A Day’ pensions earnings
cap is 10%.

e For directors having DB pensions, the total value — expressed as the sum of all
the transfer values available — is £710 million. This figure is down £83 million
on last year.

o The average transfer value for a director's pension is £3.4 million. For those
directors with the biggest entitlements at each company, the average transfer
value is £5.6 million.

e The average accrued pension was £247,785 p.a. whilst the average accrued
entitlement for the director with the highest pension in each company was
£421,326 p.a. (a 26% increase on last year). This gap reported last year between
accrued pension for top earners and that averaged for all directors has widened
by £41,532. The average occupational pension entitlement for the working
population as whole is £8,320 p.a. The average director’s pension is therefore
nearly 30 times higher than the national average. This is an increase on the
figure in last year’s PensionsWatch report (2008: 25 times).

e For those directors in DC schemes, the average company contribution was
£145,220, and the average contribution rate was 19%; the median rate was

' As a result, the total number of pension schemes pursued by the 373 directors is 465.
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21.5%. The average contribution received by those with the highest
contribution in each company was £179,540 (a 20% increase on last year). The
difference between contribution level for top earners and that averaged for all
directors has narrowed sharply from £57,867 last year to £34,320.

¢ A significant number of directors are participating in schemes to accumulate
compensatory pensions benefit equivalent to that lost by virtue of the ‘A Day’
pensions earnings cap. The average payment received by directors participating
in such schemes was £101,296. The average payment to the directors receiving
the highest payments was £130,275.

e The majority of directors were able to retire on a full pension at age 60.

e A number of companies announced changes to their staff pension schemes
during the last year, whether closing their DB scheme or changing the benefit
arrangements for new and/or existing members.

On the basis of these findings, the TUC is reiterating its call for greater clarity and
reporting on pensions, in line with the disclosures required on pay, bonuses and
other benefits for senior executives. More detailed information, particularly on
accrual rates, contribution rates, and arrangements relating to payments in lieu of
contributions, should be provided by companies in order for investors to scrutinise
more effectively the awards made to directors. In addition, companies should make
clear any differential treatment for directors. The TUC recommends that directors
and employees should be members of the same schemes, on the same terms.
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2. Introduction

There is an increasing interest in the large remuneration packages awarded to
executive directors, although the spotlight has generally fallen on salaries and
bonuses. Pensions are an important part of executive pay and benefits packages
but can also be the most opaque element, with limited information available in the
public realm. The TUC maintains that pensions should be subject to the same level
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