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lllustrative

Executive Compensation
Strategy

This section examines the strategies organizations use for executive
compensation, including comparator selection for benchmarking, the integration
of diversity and inclusion metrics, and the methods for rewarding exceptional
performance. It explores the alignment of pay structures with market conditions
and the importance of transparency in compensation communications.

Comparator Selection and
Pay Positioning in Executive Compensation

Role-Specific Focus in Executive Compensation
Unlike broad based compensation, executive remuneration necessarily requires a very...

Approach for Comparator Selection

Common across roles, with specific additions for specific roles

B
B «

3This term has been defined in the glossary table.



lllustrative

P50 and Above Positioning

TFP

Positioning Strategy on Pay Anchors
Majority of the companies look at TCC with LTI ...

Linking Executive Pay to DEI

Challenges and Opportunities

Diversity Agendas have been on a rise as a board
focus....

have incorporated
DEI Metrics as a

Part of Organisation
Scorecards

X X %
(0)
have incorporated

Executive Variable

Pay linked to
achievement of DEI

targets




lllustrative
Push to Enhance Diversity and Pay Equity

With diversity numbers being low across workforce segment in the country, most organizations are focusing
on increasing representation. This is evident as the top three DEI ...

DEI Metrics in Organisation Scorecards

Diverse group representation Xx%

Hiring metrics X%

Representation at senior management Xx%

Pay equity

Inclusion index/metrics for organization Xx%

Representation at CEO minus 1 X%

Mentorship metrics Xx%

XX%

Inclusion index/metrics for leadership team...

Promotion metrics X%

Sponsorship metrics
%

|
%

Most organizations are focusing ...




lllustrative
Compensation Strategies

Balancing Performance, Rewards and Market Conditions

In the last decade, organisations have sharpened focus on ...

Approaches for Rewarding Exceptional Performance

xx%

xx%

Xx% X% xx%
. ) . .
Discretionary Lump sum Market Additional Additional stock Additional
merit increase cash correction restricted stock awards retention cash
(including
purchase
rights)

Factors Influencing Executive Pay Increments

XXX

XXX

XXX

XXX

g

Top Management Salary Increments

Top executive remuneration is rising faster than any other employee group in India as organizations are moving
towards frequent market alignment exercises to ensure competitive packages are maintained for their top executives.

4Aon India Salary Increase and Turnover Survey 2024-25 Phase |
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Founder and CEO Pay

2.1 Public Companies

This section explores the dynamics of CEO compensation in public
organizations, outlining the trends in leadership roles, the structure of short-
term and long-term incentives, and the importance of aligning executive pay
with organizational performance. It discusses the challenges of balancing
short-term achievements with long-term goals, the influence of economic
conditions and competitive pressures on compensation strategies and
highlights the need for accountability measures such as malus and clawback
provisions. Additionally, it addresses the significance of non-monetary
benefits in talent retention and attraction.

Comparative Analysis of Promoter and
Appointed CEO Compensation

\XX

of public organizations are led by a CEO
or Managing Director (MD) who is also a

promoter

Top Management Succession Planning

About one quarter of public organizations are ...

7Promoter-CEOs cannot be granted equity-settled long-term incentives as per Companies Act, 2013.
The instruments covered in the analysis are cash-settled.

10



lllustrative

Pay Elements Allotted to CEOs

Fixed Pay Short term Incentives Long term incentives

I Promoterceo0 [l MDICEO

Professional CEOs receive

3
P |
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lllustrative

Strategic Alignment in CEO Compensation

Trends and Performance Metrics

Alignment of CEO Compensation with Strategic Goals

Regular reviews by NRC

Compensation linked to long term
performance metrics

Stakeholder feedback
(E.g Shareholders, Board Members)

Governance of CEO Compensation

Testament to the rising emphasis on good governance ...

Frequency of CEO
Compensation Review

. Annually

Only when
significant
organisatoinal
changes occur

Prevalence of Various
Performance Metrics

Company Performance
Metrics

Individual Performance
Metrics

Market Conditions

Other Strategic
Objectives

CEO compensation is predominantly reviewed ...




lllustrative

Short-Term Incentives for CEOs

Metrics and Key Performance Indicators

X X

of CEOs receive short-term incentives,
indicating their widespread use in executive
compensation structures.

Prevalence of Different KPIs for Short-Term Incentives

Most organizations link performance metrics to ....

13



Short-Term Incentives for CEOs

Stability, Reviews, and Balancing Goals

Methods for Ensuring Fairness in STI Allocation

lllustrative

Significant Trends in STI Structure for CEOs

14



lllustrative
Frequency of Review of STI Policy

Annually

. Periodic

Only when significant changes
occur in the company or industry

Rarely

Governance of CEO Compensation

The most preferred ways of ensuring fairness in the allocation of short-term incentives ....

A growing emphasis on
performance-linked STls
highlights ...

15
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Long-Term Incentive Structures for CEOs

Trends and Performance Metrics

LTI Instrument Prevalence for CEOs

The primary long-term incentive (LTI)

instruments for CEOs are stock options
and ...

P

Key performance metrics ...role.

Prevalence of Different KPIs for LTI 8

While some of these metrics ...

16
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Executive Compensation Analysis
3.1 CXO Level Positions — Sample Format
(CEO/CFO/CTO/CHRO...)

Market Pay Data

All values in INR ‘000s

Percentiles

10%

25%

50%

Average

66%

75%

90%

TFP

XXX

XXX

XXX

XXX

XXX

XXX

XXX

TCC W/o LTI

lllustrative

TCC With LTI

XXX

XXX

XXX

XXX

XXX

XXX

XXX

Market Pay Data by Industry

All values in INR ‘000s

TCC without LTI TCC with LTI

Industry

Technology

Manufacturing & Services

Financial Institution

Consumer & Life Sciences

25%

Median

75%

25%

Median

75%

18




Executive Compensation Analysis | 3.1 Chief Executive Officer  [llustrative

Market Median by Revenue Size
All values in INR ‘000s

Less than 500 to 1,000 to 5,000 to 10,000 to Above
500 1,000 5,000 10,000 20,000 20,000

B Tccwithout LTI B rccwithLm

XX

| I

TFP TCC TFP
without LTI with LTI

Market Median by Headquarters
All values in INR ‘000s

. India . Outside India

19
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BSE 100 CEO
Compensation Analysis

lllustrative

YOY Analysis of CEO Salary
All values in INR ‘000s
2020
Percentiles TFP TCC W/o LTI TCC With LTI
10% XXXX XXXX XXXX
25% XXXX XXXX XXXX
50% XXXX XXXX XXXX
Average XXXX XXXX XXXX
66% XXXX XXXX XXXX
75% XXXX XXXX XXXX
90% XXXX XXXX XXXX
2025
Percentiles TFP TCC W/o LTI TCC With LTI
10% XXXX XXXX XXXX
25% XXXX XXXX XXXX
50% XXXX XXXX XXXX
Average XXXX XXXX XXXX
66% XXXX XXXX XXXX
75% XXXX XXXX XXXX
90% XXXX XXXX XXXX

21



Market Median of CEO Salary

lllustrative

All values in INR ‘000s

TFP
-
Industry-Wise Median TCC without LTI for CEO

TCC without LTI

TCC with LTI

All values in INR Lacs

Manufacturing Services Tech

Consulting

Bl 2019

Banking Insurance

Industry-Wise Median TCC with LTI for CEO

NBFC Tech - Product Life Sciences

Consumer

M 2024

All values in INR Lacs

Manufacturing  Services Tech

Insurance

B 2019

22

Consumer NBFC Life Sciences

B 2024



lllustrative

BSE 100 CEO Compensation
Analysis (Without PSUSs)

YOY Analysis of CEO Salary
All values in INR ‘000s

2019
Percentiles TFP TCC W/o LTI TCC With LTI
10% XXXX XXXX XXXX
25% XXXX XXXX XXXX
50% XXXX XXXX XXXX
Average XXXX XXXX XXXX
66% XXXX XXXX XXXX
75% XXXX XXXX XXXX
90% XXXX XXXX XXXX
2024
Percentiles TFP TCC W/o LTI TCC With LTI
10% XXXX XXXX XXXX
25% XXXX XXXX XXXX
50% XXXX XXXX XXXX
Average XXXX XXXX XXXX
66% XXXX XXXX XXXX
75% XXXX XXXX XXXX
90% XXXX XXXX XXXX
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lllustrative

Industry-Wise Median TCC without LTI for CEO

All values in INR Lacs

Manufacturing ~ Services Banking Insurance Tech Consumer NBFC  Tech - ProductLife Sciences

Consulting

B 2000 B 2024

Industry-Wise Median TCC with LTI for CEO

All values in INR Lacs

Manufacturing ~ Services Tech_ Banking Insurance ~ Consumer NBFC  Tech - ProductLife Sciences
Consulting

B 2000

B 2024

24



Illlustrative
Long-Term Incentive Plans (BSE 100)

LTI Plans in BSE 100

RSUs Stock Options Cash PSU SARs

XXXX
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Equity-settled LTlIs..
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Annexure

Glossary

Definition

Fixed Pay

Short Term Incentives/
Variable Pay

Long Term Incentives

Total Cost to Company
without LTI

Total Cost to Company
with LTI

Talent comparators

Business comparators

Sum of Basic, Cash Allowances, Costed Benefits (annualized value of benefits such as car,
housing, and club) and Retirals

Sum of Annual Bonuses and Commissions

LTI value refers to the annualized target fair value of LTI grant calculated through Black-
Scholes Methodology which would be equal to total grant size in case of annual grants or
annualised as per grant frequency of vesting period in case of non-annual grants

Indicates Fixed Pay Plus Actual Incentive / Variable Pay

Indicates Total Cost to Company plus value of Long-Term Incentive

Organizations that compete for the same pool of talent, regardless of industry, focusing on
similar skills and leadership capabilities to ensure competitive compensation

Organizations within the same industry, typically of similar size and market position, used to
analyse compensation practices and align pay with industry standards

Realised Pay

The actual compensation an employee receives in a year including fixed pay, short term
incentives paid out, vested long term incentives and benefits

Total Potential Ownership

The potential equity stake an employee is granted by means of equity-settled long-term
incentive instruments

The reduction or forfeiture of an executive's incentive awards before they become payable or

Malus vest due to poor financial performance or misconduct
The recovery of compensation that has already been paid out if it is later determined that the
Clawback executive received bonuses or incentives based on incorrect financial statements or other

criteria that were not met

Financial runway

The amount of time a business can continue to operate before it runs out of cash, assuming it
does not receive any additional funding or generate sufficient revenue

Proxy Advisors

Specialized firms that provide institutional investors with research, analysis, and
recommendations regarding how to vote on shareholder proposals at corporate meetings
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