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ADDITIONAL INFORMATION

B Spread data
mQ25: value below which 25% of the data falls
m Median: value below which 50% of the data falls
mQ7/5: value below which 75% of the data falls

m All values are in €
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NUMBER OF OBSERVATIONS
BELGIUM

Number of companies

Bel 20 Bel Mid Bel Small
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CEO REMUNERATION LEVELS



EVOLUTION TOTAL REMUNERATION
BY STOCK MARKET INDEX

Totalrem | 2018 | 2019 | 2020 | 2021 | 2022 _

Bel 20 2.254.136 2.234.894 1.937.197 2.430.492 2.701.215
Bel Mid 756.795 740.042 804.131 908.115 868.303
Bel Small 452.422 557.000 620.716 587.482 579.692

* Total remuneration = base pay + STI + LTI grant
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EVOLUTION TOTAL REMUNERATION 2022-2021
BY STOCK MARKET INDEX

| Increase | Decrease_
Bel 20 58% 42%
Bel Mid 66% 34%
Bel Small 50% 50%

Total 5990 419
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SPREAD TOTAL REMUNERATION
BY STOCK MARKET INDEX

““

Q25 Median Q75 Q25 Median Q75
Bel 20 1.442.900 2.430.492 5.096.308 1.376.985 2.701.215 5.330.778
Bel Mid 453.034 908.115 1.407.936 558.000 868.303 1.531.689

Bel Small 321.000 587.482 979.250 373.649 579.692 855.417
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CEO REMUNERATION LEVELS
TOTAL REMUNERATION

STOX):

4.107.968

3.985.326

3.462.300
3.122.757

2.584.880

1.758.707

GERMANY UK FRANCE SWITZERLAND BELGIUM NETHERLANDS SWEDEN
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Presenter Notes
Presentation Notes
Market cap (median):
Germany: 10.500.000.000
UK: 7.018.084.864
France: 11.700.000.000
Switzerland: 12.900.000.000
Belgium: 9.093.447.680
Netherlands: 11.500.000.000
Sweden: 5.293.482.496


CEO REMUNERATION STRUCTURE



COMPANIES OFFERING SHORT-TERM INCENTIVES (STI)
BY STOCK MARKET INDEX

% of companies offering STI
100% 95% 95% 929, 94% 93% 92%

Bel 20 Bel Mid Bel Small
m2021 m 2022

809

>

609

>

409

>

209

>

0%
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COMPANIES OFFERING LONG-TERM INCENTIVES (LTI)
BY STOCK MARKET INDEX

% of companies granting LTI

100%

80% 75% /5%

66%

60%

449,

37%

40%

16%

20%

0%

Bel 20 Bel Mid Bel Small
2021 m2022
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TYPE OF LONG-TERM INCENTIVE GRANT
BELGIUM

Type of LTI grant

100%

80%

60% 56%
50%
44%
40%
27%
20% 17% 18%
00/0 . .
Stock options Performance shares Restricted stock

m2021 =2022

For companies granting LTI _ _
Sample: Belgium (Bel 20, Bel Mid, Bel Small) © Vlerick Business School
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CEO REMUNERATION STRUCTURE
BY STOCK MARKET INDEX

Proportion STI pay-out Proportion LTI grant
compared to base pay compared to base pay
100% 250% 2 1 90/0
80% 74_0/0 200%

60% 150%

20% 38% L00%
29%
20% l 50% 42% 33%
H B
Bel 20 Bel Mid Bel Small Bel 20 Bel Mid Bel Small
m Proportion STI pay-out compared to base pay m Proportion LTI grant compared to base pay

Financial year 2022 - median values © Vlerick Business School



CEO REMUNERATION CRITERIA USED IN SHORT-
TERM INCENTIVES



KPI TYPOLOGIES

BUSIN

SCHO!

Sales Emissions « Customer  Top management:
engagement: leadership, DEI,
* Cash flow * Resource use customer experience, attraction &
.  Profit . Biodiversity retention, centricity succession
. Relative return « Circularity - Employee-related: - Board
engagement, DEI, _ _
« Cost health & safety, « Compliance & ethics
. Share price development, - Investor relations
attraction & _
succession * Risk
« Culture

« Community

« Supply chain
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Sales 52%
Cash flow 39%
EBITDA (profit) 35%
Relative return 25%
EBIT (profit) 20%
Employee engagement 17%
Customer engagement 12%
Health & safety 9%
Compliance & ethics 9%
Culture 8%
Emissions 6%
Resource use 6%
Diversity (employees) 5%
Leadership 5%
Diversity (top management) 5%
% companies using KPIs in short- Total shareholder return 3%
term incentives
Financial year 2022 Investor relations 3%
gﬁqn;ﬁl)e: Belgium (Bel 20, Bel Mid, Bel Supply chain (social) 29 ]




PAY COMPLEXITY



PAY COMPLEXITY SCORECARD

Components Characteristics Complexity score

Base pay

STI

Pay instruments
Bonus deferral

# LTI grant(s)

# measures in STI

Performance measures
# measures in LTI

ESG dimensions # ES G dimensions

Holding period Yrs holding period in LTI
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Presenter Notes
Presentation Notes
Our scorecard focuses on 4 components, being the number of pay instruments, the number of performance measures, the number of ESG dimensions and the years of the holding period in LTI.



PAY COMPLEXITY SCORECARD de Vi
n de
EXAMPLE Va elde

BUSIN
[ +4

Components Characteristics Complexity score
Base pay 1
STI 1
Pay instruments —
Bonus deferral 0]
# LTI grant(s) 0
# measures in STI 4
Performance measures 4
# measures in LTI 0
ESG dimensions # E S G dimensions 1
Holding period Yrs holding period in LTI (0]

N
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Presenter Notes
Presentation Notes
Van de Velde, compensates its CEO with a base salary and short-term incentives. The short-term incentives are not (partially) deferred. There was also no long-term variable remuneration granted in 2022. For short-term incentives, performance is measured based on three collective measures: turnover, EBITDA & NPS. The individual targets were set and evaluated for each individual Management Team member. Since we don’t have more detailed information, we consider individual targets as 1 additional performance measure. Their focus on NPS in STI reflects a commitment to the "S" dimension of ESG, earning a value of 1. Moreover, there is no holding period since we there is also no LTI granted to the CEO. 



EVOLUTION IN PAY COMPLEXITY

We standardise all components before

calculating the aggregate measure to
give equal weighting to each component

Pay complexity

2018 2019 2020 2021 2022

Mean values © Vlerick Business School 20


Presenter Notes
Presentation Notes
Important note: we standardised all components before calculating the aggregate measure to give equal weighting to each component. Only that way we are able to look at evolutions and perform analyses. 

The complexity of CEO packages has increased over the years. Interestingly, during the COVID-19 year, the complexity didn't increase. This could be because many CEOs waived their bonuses, resulting in fewer pay instruments. It was also a year with a volatile environment, so many companies couldn’t set performance measures, also resulting in a lower complexity score.


ANALYSING THE INTERPLAY
RESULTS

Characteristic In firms with pay complexity above median,
we find....

« Higher bonus payment relative to target
Pay practice « More overpaid CEOs
« A higher proportion of variable pay

« A larger proportion of shares in the hands of
institutional investors
 More share ownership dispersion

Share ownership
structure

- Shorter average board tenure

Board composition . Larger boards
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IMPACT PAY COMPLEXITY
ON FINANCIAL PERFORMANCE

Complexity # Return on assets

No immediate effect

Complexity 3 YEARS

\ Return on assets

Negative effect after 3 years
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Presenter Notes
Presentation Notes
We looked into how complex pay packages influence a company's financial performance, using return on assets as outlined in Burkert, Oberpaul, and Tichy's paper. Initially, we found no immediate impact of pay complexity on a company's financial performance. However, when we explored potential delayed effects, we found a negative impact of pay complexity on financial performance after 3 years. To put it simply, more complicated pay systems lead to lower financial performance over time, even when accounting for factors like industry, company size, and board size. This finding is in line with Burkert, Oberpaul & Tichy's research, which identified a similar negative link between pay complexity and firm performance, although they focused on a US-based sample while our focus was on a European-based sample.
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