
5. REMUNERATION REPORT 

5.1. Excessive remuneration particularly at the highest levels of a company is a 
matter of great concern internationally including a number of important 
foreign jurisdictions. Literature internationally on this topic, as well as the 
inequity of significant pay gaps between the top and bottom levels of a 
company, abounds. 

The factors giving rise to these concerns are to an extent responsible for the 
significant levels of inequity in society. Conventional wisdom internationally 
is that these levels of inequity in society are unsustainable in a post-Covid 
world. The concerns internationally about inequity in society is even more 
relevant, and has even greater resonance, in South Africa which is one of the 
most unequal societies in the world. In order to address these concerns, the 
Bill makes provision for significant augmentation in the levels of disclosure of 
executive remuneration. This follows international trends. 

It may be observed that disclosure as a regulatory mechanism in the context 
of executive remuneration is indeed powerful for a number of reasons including 

– 

(i) it provides shareholders with an effective means of responding to 
dissatisfaction of excessive remuneration; and 

(ii) it has the so-called shrinking effect which induces the boards of 
companies and senior executives to refrain from awarding and 
receiving excessive remuneration for fear of the adverse reputational 
consequence. 

5.2. During the course of discussions at Nedlac on the Bill, the matter of wage 
ratios and the status of remuneration reports was raised and a number of 
proposals were made. The discussions focused on what an appropriate 
package of measures would entail that provided for disclosure of information 
coupled with greater rights for shareholders at annual general meetings in 
respect of remuneration reports, without placing an undue burden on small 
business. Based on the outcome of the discussions with representatives of 
business and labour, amendments were drafted for inclusion in the Bill. 

5.3. 5.3. 

5.4. The Bill, in section 30, provides that where remuneration and benefits are 
received by company directors or prescribed officers, such directors or 
prescribed officers must be named in the annual financial statements. This 
is, however, limited to companies that are required in terms of the Act to have 



their annual financial statements audited. Research presented by Business 
Unity South Africa (BUSA) showed that it is common practice in a number of 
jurisdictions to require disclosure of remuneration for specified senior 
executive positions. This was reported to be the practice in the European 
Union, the United Kingdom and Australia. While disclosure of executive 
remuneration was mostly limited to executive directors, it has been expanded 
in the United Kingdom to include the CEOs and Deputy CEOs. In Australia, 
disclosure is in respect of executive directors and specified executives. 

5.5. The Bill also provides shareholders with better tools to respond to how 
remuneration issues are dealt with in companies. The Bill proposes the 
insertion of a new section, section 30A, obliging public companies and state- 
owned companies to prepare and present a directors’ remuneration report for 
approval by the board of the company and to disclose information on the pay 
gap between directors and workers in their annual financial statements and 
annual reports. This section prescribes the format and content of the report, 
its presentation to shareholders at an annual general meeting and the 
consequences following the failure of the report to obtain the required 
shareholder approval. 

5.6. A remuneration policy report should be presented at an AGM for approval by 
ordinary resolution. Once approved, such policy would only have to be 
presented every three years or whenever material changes are made 
thereafter. Should a remuneration policy not be approved, it must be 
presented at the next AGM, until approval is obtained. Changes to the policy 
may only be implemented once shareholders approve it. 

5.7. In an implementation report, a company would have to publish details of the 
remuneration and benefits received by each director or prescribed officer. 
Much of these details are already required in companies’ annual financial 
statements. 

5.8. Public companies and state-owned companies will now also be required to 
publish details of their highest paid employee, their lowest paid employee, 
their average remuneration, their median remuneration and the gap between 
the top 5% highest paid and the bottom 5% lowest paid employees. 

5.9. The remuneration implementation is required to be approved by ordinary 
resolution by shareholders at an AGM. Where this does not happen, the 
remuneration committee must explain at the next AGM how the concerns of 



shareholders have been addressed and the non-executive directors that 
serve on the remuneration committee shall be required to stand for re- 
election. 

5.10. The Bill attempts to strengthen the remuneration report provisions to provide 
more information to shareholders and stakeholders on the motivation for the 
remuneration of directors and prescribed officers, for transparency, 
accountability and good governance purposes. 

5.11. The amendments proposed in the Bill are also required to tackle the injustice 
of excessive pay. The pay gap has been a historical challenge in South Africa 
and a contributor to the country’s inequality. Following this amendment, the 
Act will allow for stronger shareholder governance on excessive director pay 
and for companies, shareholders and stakeholders to be aware of and, if 
necessary, address unsustainable pay discrepancies. 

5.12. Based on research results presented to Government by BUSA that showed 
that in most countries, a distinction is made between the requirement for 
shareholders voting on the remuneration policy and voting on the 
implementation report, a similar requirement has been included in the Bill. 
The Bill also follows the example of many other countries where the 
remuneration policy is only tabled for shareholder approval every three years 
or when a material change is made. 

5.13. To ensure greater transparency, the Bill requires improved disclosure of 
remuneration and wage differentials in companies. The issue of disclosure 
has become a critical theme in global corporate governance debates, and it 
is evident that the trend is towards greater disclosure. 

5.14. The proposals for greater transparency and for publication of the pay gap are 
also in line with a number of private and other initiatives across the world. It 
is noted that the King IV Report on Corporate Governance for South Africa 
states that “the remuneration of executive management should be fair and 
responsible in the context of overall employee remuneration. It should be 
disclosed how this has been addressed. This acknowledges the need to 
address the gap between the remuneration of executives and those at the 
lower end of the pay scale”. Disclosing executive remuneration and the pay 
gap can help companies and shareholders assess whether directors’ 
remuneration is “fair and responsible”. 



5.15. More countries have, in recent years, introduced new or revised regulatory 
requirements to strengthen reporting and disclosure requirements. According 
to research presented by BUSA at Nedlac, Ireland and the United Kingdom, 
for example, introduced such requirements in response to the revised 
European Union’s Shareholder Rights Directive which was aimed at 
encouraging a higher standardised level of disclosure and greater 
accountability over directors’ pay. According to this research, it does not only 
target listed companies. In the United Kingdom, large private companies are 
now also required to make certain governance related disclosures in an 
annual report. 

5.16. Recent years have seen significant shareholder dissatisfaction over pay and 
multiple instances where large numbers of shareholders have voted against 
remuneration reports. In the last year, the remuneration policies of several 
large listed companies have not received 75% shareholder support. Under 
current practices, except for boards committing to discuss the matter with 
disgruntled shareholders, shareholders do not have sufficient mechanisms to 
address their grievances. 

5.17. Introducing a requirement for approval by ordinary resolution on a 
remuneration implementation report will entail a binding vote with 
consequences, should shareholders be dissatisfied. This is in line with 
practices seen in Australia where directors have to resign after successive 
votes against the remuneration report and in the United Kingdom where 
successive votes that fail mean the composition of the remuneration 
committee changes. 

5.18. The approach in the Bill does not go as far as the legal provisions in Australia, 
where the Corporations Amendment (Improving Accountability on Director 
and Executive Remuneration) Act of 2011 requires that only 25% of 
shareholders are required to vote against the remuneration report. The Bill 
proposes an ordinary resolution, meaning 50% of shareholders need to vote 
against the remuneration report for the provisions of the Act to be triggered. 
In addition, unlike Australia, the Bill does not create a requirement for the 
entire board having to stand for re-election. This was also done to take into 
account concerns raised by the business representatives at Nedlac. It should 
be noted however that the proposed amendment is stronger than Australia 
as it does not require dissenting votes for two consecutive years. Unlike 
Australia, the process set out in the Bill is also less complicated. 



5.19. Regarding the requirement in the Bill to disclose pay ratios, this is in line with 
practices seen in other jurisdictions. For instance, in August 2015, the United 
States’ Securities and Exchange Commission adopted a rule, in terms of its 
Dodd-Frank Wall Street Reform and Consumer Protection Act, which 
requires a public company, from January 2017, to disclose the ratio of the 
compensation of its chief executive officer (CEO) to its employees. The 
Securities and Exchange Commission’s objective was to provide 
shareholders with information they can use to evaluate a CEO’s 
compensation. 

5.20. A wide range of sources point to the unusually wide inequalities in 
remuneration in the formal sector in South Africa compared with the rest of 
the world. Analysis of Statistics South Africa data in the annual Labour Market 
Dynamics survey shows that inequality in pay contributes as much to overall 
income inequality as joblessness. According to PwC’s regular survey of 
executive remuneration, the median pre-tax package for a CEO of a listed 
company was R5,2 million in 2020, and after-tax it was R2,8 million. That was 
100 times the national minimum wage. The PwC found that the median pre- 
tax package for CEOs was 35 times the median pay for unskilled workers in 
big business. This finding used information from the PwC wages survey, 
however, which indicated substantially higher wages for ordinary workers 
than official surveys.2 According to Statistics South Africa’s Labour Market 
Dynamics survey for 2019, the median pay for all formal workers was virtually 
the same as the national minimum wage, which would mean it was around 
1% of the median pre-tax pay for CEOs of listed companies. For workers in 
companies with over 50 employees, pre-tax remuneration for CEOs was 95 
times the median wage.3 

5.21. This kind of inequality underpins much of the well-known workplace conflict 
in South Africa. The proposed publication of indicators of pay differentials will 
empower shareholders and other stakeholders to see trends and, where 
warranted, propose changes. There are complex considerations on the 
appropriate pay-regime that should apply in a particular company; and due 
note should be taken of the need to attract and retain the best skills for 
domestic firms. The Bill does not seek to propose what the ratios between 
executive and worker pay should be; instead it proposes transparency and 
empowers shareholder voting to be more effective than is currently the case. 

 

2 PwC. 2020. Executive Directors: Practices and Remuneration Trends Reports. 12th Edition. Page 22. 
3 Calculated from Statistics South Africa. Labour Market Dynamics 2019. Electronic database. 



There is no question, however, that there is widespread public concern about 
existing pay practices and the current regulatory regime. As a recent 
Business Day editorial put it bluntly, “It is common knowledge that the wage 
gap in SA is a yawning one... This is mainly a product of SA’s apartheid 
history which elevated the salaries of white executives to stratospheric levels 
as well as a response to a skills shortage at executive level. The market for 
executives is a global one and to attract skills SA has to remain competitive. 
And once a norm within the market has been established for executive pay it 
tends to reproduce itself by creating expectations.”4 

5.22. The amendments in the Bill have carried the support of BUSA and organised 
labour at Nedlac, with two exceptions, details of which are outlined below. 

5.23. First, as regards the vote on the remuneration implementation report, while 
BUSA supports the formulation in the Bill, Labour proposes that the vote 
should have the status of a special resolution (with 75% of shareholders 
having to approve the report), instead of by means of ordinary resolution 
(requiring 50% of shareholder approval, which Business supports). 

5.24. Second, as regards the basis for the calculation of the ratio between the 
highest and lowest paid, BUSA and organised labour supported the principle 
of disclosure of wage differentials, including the appropriate ratio to be used, 
namely the remuneration of the top 5% highest paid and the top 5% lowest 
paid employees. There is as yet no consensus between the business and 
labour constituencies on the definition of ‘remuneration’. 

1. the option favoured by Business is for “on-target remuneration” of 
executives to be used to take away peaks and valleys caused by 
the payment of certain bonuses and allow for better yearly 
comparison; 

2. the option favoured by Labour is for the use of executives’ actual 
annual remuneration. It believes that the actual remuneration 

 
4 Business Day. 2021. “Editorial: Law on wage disclosure is a step towards greater equality.” 21 May. 



received by executives should be used to show the real pay gap 
between the highest and lowest paid employee every year. 

5.25. As noted, both the business and labour representatives at Nedlac support 
the proposals in the Bill on the publication of wage ratio information and the 
presentation to shareholders at an AGM, with the exception of the specific 
areas mentioned above. However, a concern has been expressed to 
Government that a potential consequence of the disclosure requirement may 
be greater resort to outsourcing of the lowest paid employees, simply to 
improve company ratios. To address this, it has been suggested that 
disclosure of the salaries of sub-contracted employees who perform most or 
all of their work for or in the firm concerned, should also be required. The Bill 
has not addressed this concern. Public comment on the concern raised as 
well as any proposals to address and remedy the concern, would be 
welcome. 

5.26. Consideration needs to be given as to whether ratios should reflect pre-tax 
or post-tax remuneration and public comment on this issue is also invited. 

5.27. Comments from the public will be welcome on the overall approach to 
remuneration in the Bill, the various provisions proposed as well as on the 
issues set out in 5.22, 5.23, 5.24 and 5.25 above. 


