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We welcome your comments on the report 

and trust you will find it to be informative and 

thought provoking. For Board Advice, please 

call Egan Associates on 02 9225 3225 or 

email us.

http://www.eganassociates.com.au/contact-us
mailto:mail@eganrem.com?subject=KMP%20and%20Board%20Advisory%20Services%20inquiry
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The Setting 
 

Egan Associates has received many and varied requests from clients to advise on: 

 the structure of Non-Executive Directors’ (NEDs’) fees; 

 the level of fees paid to Chairmen and members of the Board and its committees; and  

 the fee pools of companies regarded as comparable. 

Following discussions arising from this advisory work over the past two years, we have decided to 

publish a KMP Report dealing with the cost of governance and organisation stewardship.  

It would be our observation that Boards are meeting more 

frequently and are dealing increasingly with multi-jurisdictional 

risks and business operations. They are also engaged more fully in 

governance and compliance as well as strategy and enterprise 

development. 

Despite the time commitment required to fulfil their Director role 

and the complexity of issues brought to the Board for review and 

consideration, many Directors who serve on Boards are doing so 

for a fee substantially less than they may have received in their 

prior executive or professional roles.  

This is partially due to the fact that Directors do not have the day-

to-day operational accountability of a CEO. Yet the breadth of matters they are expected to canvas 

is expanding as regulators and shareholders hold Directors accountable for organisation performance 

and behaviour in difficult times. 

A reluctance to increase Directors’ fees where companies have not performed well and 

management’s fixed remuneration has been either frozen or adjusted modestly would appear to 

indicate a level of alignment between Directors’ fees and the fixed remuneration of executives. In 

many instances, however, we are observing a significant misalignment between the growth in fees 

of NEDs and reward of senior executives once annual and longer term incentives are incorporated. 

In this research we examine the total fee cost of retaining NEDs among companies of varying scale 

compared to the Chief Executive’s total reward opportunity including fixed remuneration, annual 

incentive and the value of equity grants under long term incentive awards. 

We believe this will be an emerging issue in coming years which may lead to an increase in the fee 

pool approved by shareholders for NEDs, as well as a focus on managing the number of NEDs 

serving on a Board and the number of Boards on which Directors are requested to limit their service. 

  

“Many Directors who 

 serve on Boards are 

doing so for a fee 

substantially less than 

they may have 

received in their prior 

executive or 

professional roles. 

” 
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 Board Size and Meetings 
 

Board Size 

The number of NEDs serving on Boards in the top 20, next 30, next 50 and next 100 ASX 

companies is set out in Table 1. The total number of Directors includes a small proportion which 

reflects renewal and overlap. 

Table 1: Average and Median number of NEDs on a Board (including the Chair) 

ASX Group 
Average Number 

of NEDS 

Median Number 

of NEDS 

ASX 20 9.1 9 

ASX 21-50 7.5 7.5 

ASX 51-100 6.5 6 

ASX 101-200 5.5 5 

Meetings 

We have observed a high degree of variability in the frequency of meetings. The number of Board 

meetings attended by all Directors varies from five to more than 20 in the top 200 companies. The 

total number of meetings (including Board meetings and committee meetings) varies from less than 

20 to more than 50 in the 2014 financial year.  

The frequency of meetings over the period of a year is set out in Tables 2, 3 and 4. 

Table 2: Number of Board Meetings 

ASX 

Group 

75th 

Percentile 
Median 

25th 

Percentile 
Average 

ASX 20 11 10 9 10 

ASX  

21-50 
15 11 8 11 

ASX  

51-100 
14 11 9 12 

ASX 

101-200 
14 11 8 11 
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Table 3: Number of Committee Meetings 

ASX 

Group 

75th 

Percentile 
Median 

25th 

Percentile 
Average 

ASX 20 37 24 19 28 

ASX  

21-50 
22 16 11 19 

ASX  

51-100 
18 12 9 15 

ASX 

101-200 
14 11 6 11 

Table 4: Total Number of Meetings 

ASX 

Group 

75th 

Percentile 
Median 

25th 

Percentile 
Average 

ASX 20 49 35 28 39 

ASX  

21-50 
33 27 22 30 

ASX  

51-100 
32 25 19 27 

ASX 

101-200 
27 21 16 22 
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 Time Commitment:  

CEO and Board  
 

CEO Workload 

We have assumed Chief Executives would devote a minimum of 70 hours per week to a top 20 

company. This includes stewardship of the company as an executive, travel time and out of hours 

engagement representing the company in various capacities. We have estimated that CEOs of 

smaller companies would have a reduced workload.  

We assume that the CEO would consistently work throughout each year and therefore have not 

accounted for public holidays or annual leave. The resulting estimates are set out in Table 5. 

Table 5: Hours Worked by the CEO per Week 

ASX Group Hours 

ASX 20 70 -75 

ASX 21-50 65- 70 

ASX 51-100 60 - 65 

ASX 101-200 55 - 60 

Chairman Workload and Director Workload 

Taking Board size and meetings into account, we assume Chairmen of top Australian companies 

would shoulder a considerable workload, with a reduction in hours as companies become smaller in 

scale. 

An estimation of the number of days spent per year on Board matters by the Chairman for 

companies of varying scale (assuming a possible variation in workload by +/-20%) is laid out in 

Table 6. 

Table 6: Days Worked by the Chairman per Annum 

ASX Group Days 
20% 

Range 

ASX 20 120 96 - 144 

ASX 21-50 90 72 - 108 

ASX 51-100 75 60 - 90 

ASX 101-200 60 48 - 72 
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We understand that the role of the Chairman is more demanding than that of a Director. Given this 

perspective, the number of days a Director would indicatively spend in their role is in Table 7.   

Table 7: Days Worked by a Director per Annum 

ASX Group Range of  

Days 

ASX 20 48 - 60 

ASX 21-50 36 - 45 

ASX 51-100 30 - 37.5 

ASX 101-200 27 - 33 

CEO and Board Annual Workload   

Based on the median number of Directors and the above assumptions, the total number of hours 

spent per annum by non-executive members of the Board compared to the CEO is portrayed in Table 

8 (assuming that if the Board is working longer hours, the CEO has a higher workload and vice 

versa). We have considered a Director’s day to be ten hours including travel time.  

Table 8: Indicative Hours worked by the Board and the CEO per annum 

ASX 

Group 

Hours per 

Director 

Hours of  

the Chair 

Aggregate of 

Board hours 
CEO hours 

Ratio of  

CEO to 

Director  

Hours 

Ratio of 

CEO 

 to Chair 

Hours 

Ratio of  

CEO to  

Board 

Hours 

ASX 20 480-600 960–1440 4,800-6,240 3,640-3900 6.5-7.6 2.7-3.8 0.6–0.8 

ASX 

21-50 
360-450 720–1080 3,060-4,005 3,380-3,640 8.1-9.4 3.4-4.7 0.9-1.1 

ASX 

51-100 
300-375 600–900 2,100-2,775 3,120-3,380 9.0-10.4 3.8-5.2 1.2–1.5 

ASX  

101-200 
270-330 480–720 1,560-2,040 2,860-3,120 9.5-10.6 4.3-6.0 1.5–1.8 

In addressing the indicative hours devoted by Chief Executives, Chairmen and Non-Executive 

Directors we have excluded networking and participation on government enquiries or initiatives. We 

acknowledge that the latter engagement can be significant on a state, federal and international level 

where major corporations endeavour to influence government policy. 

We also understand that those Board meetings held outside of Australia place demands on Directors 

and CEOs, especially when they entail client functions or other engagements, but have not 

endeavoured to capture all these broader engagements in our estimate. 
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Remuneration:  

CEO and Board 
 

Figure 1 portrays median CEO fixed remuneration in comparison to Chairman and Non-Executive 

Director remuneration. Figure 2 and Table 9 illustrate the total cost of the NEDs, or the cost of 

governance (COG), compared to CEO remuneration at the median. TFR is total fixed remuneration, 

TAR is total annual remuneration, TR is total reward, STI is short term incentive and LTI is long term 

incentive. 

Figure 1: Median Chair, Director and CEO Fixed Remuneration among the ASX 200 

 

Table 9: Median Fee Pool versus Cost of Governance Australia ($) 

 

Ratio 75th Percentile Median 25th Percentile Average 

Ratio Median 

CEO TFR/ 

NEDs COG 

Top 20 
CEO TFR 2,748,624 2,554,740 2,227,676 2,495,415 

1.0 

NEDs COG 3,144,380 2,646,734 2,406,957 2,784,178 

ASX 21-50 

CEO TFR 2,147,023 1,777,404 1,370,978 1,783,372 

1.0 

NEDs COG 1,899,748 1,727,760 1,150,107 1,483,465 

ASX 51-100 

CEO TFR 1,600,000 1,375,044 1,013,973 1,367,622 

1.2 

NEDs COG 1,402,501 1,187,144 797,839 1,141,699 

ASX 101-200 
CEO TFR 1,099,769 816,841 605,424 951,705 

1.4 

NEDs COG 862,500 600,000 376,056 691,286 
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Figure 2: CEO Median Remuneration and NED Cost of Governance among the ASX 200 

 

As expected, the cost of governance rises with the number of Directors on the Board, as can be 

seen in Table 10. In Table 11, the cost of the NEDs is compared to the cost of executive Directors 

and the aggregate cost of all Directors. Figures 3 and 4 provide an industry comparison. 

Table 10: Median NED Cost of Governance (Including the Chair) in ($) 

ASX Group 5 NEDs or less 6 to 7 NEDs 8 to 9 NEDs 10+ NEDs 

ASX 20 - 2,128,374 2,537,000 3,144,637 

ASX 

21-50 
593,745 1,273,261 1,844,275 1,953,100 

ASX 

51-100 
576,666 1,258,706 1,363,000 2,417,059 

ASX  

101-200 
440,620 819,304 1,057,658 755,028 

Table 11: Median Fee Pool Compared to the Median Cost of Governance of NEDs, 

Executive Director and All Directors ($) 

ASX Group Fee Pool 
Aggregate  

NED Cost 

Aggregate 

Executive 

Director Cost 

Aggregate cost  

All Directors 

ASX 20 3,625,000 2,646,734 3,111,346 5,805,069 

ASX 

21-50 
2,200,000 1,727,760 2,149,000 3,892,277 

ASX 

51-100 
1,675,000 1,187,144 1,372,788 2,559,932 

ASX  

101-200 
900,000 600,000 969,485 1,490,630 
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Figure 3: Median NED Cost of Governance and CEO Remuneration by Industry: ASX 100 

 

Figure 4: Median NED Cost of Governance and CEO Remuneration by Industry: ASX 101-

200 
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Time Commitment and 

Remuneration Ratios 
 

Tables 12 to 15 compare the values calculated in previous sections to illuminate the relativities of 

Director and CEO pay. For remuneration, the larger the ratio, the more the CEO is paid in 

comparison to the Board, Chairman or Director. For hours, the larger the ratio, the more hours the 

CEO works in comparison to the Board, Chairman or Director. 

Table 12: Ratio of Median CEO Fixed Remuneration to Median Board Costs and CEO 

Workload to Board Workload 

ASX Group 

CEO TFR /  

aggregate  

NED cost 

CEO Hours /  

Board Hours 

ASX 20 1.0 0.6 – 0.8 

ASX 

21-50 
1.0 0.9 - 1.1 

ASX 

51-100 
1.2 1.2 – 1.5 

ASX  

101-200 
1.4 1.5 – 1.8 

Table 12 reveals that the CEO of an ASX 20 company completes less hours than the Board as a 

whole given the high number of Directors, yet receives fixed remuneration at the same level.  

For the ASX 21 to 100, the CEO works the same or slightly longer hours than the Board and 

receives the same or slightly more remuneration. For the ASX 101-200, the CEO works longer 

hours than the Board, and receives more remuneration.  

These findings are echoed in Table 13, which shows the indicative per diem rate for the Board as 

compared to the CEO.  

Table 13: Indicative Per Diem Board Cost of Governance and CEO Fixed Remuneration 

ASX Group Board CEO TFR 

ASX 20 $4,795 $7,019 

ASX 

21-50 
$4,891 $5,259 

ASX 

51-100 
$4,870 $4,407 

ASX  

101-200 
$3,333 $2,856 

 

From this comparison, it could be surmised that ASX 20 Boards could be better remunerated for 

their commitment, but that the relativities between NED and executive pay more generally are 
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aligned if incentives are not taken into account. However, there are issues with this point of view, 

as can be seen in Table 14 and Table 15. 

Table 14: Ratio of Median CEO Remuneration to Median Chairman Remuneration and the 

Ratio of CEO Workload to Chairman Workload 

ASX Group 
CEO TFR / Chair 

Fee 

CEO TAR / 

Chair Fee 

CEO TR / 

Chair Fee 

CEO Hours / Chair 

Hours 

ASX 20 3.7 6.9 14.9 2.7 - 3.8 

ASX 

21-50 
3.8 6.8 10.7 3.4 - 4.7 

ASX 

51-100 
4.0 6.0 8.7 3.8 - 5.2 

ASX 

101-200 
4.1 5.6 8.8 4.3 - 6.0 

Table 15: Comparison of the Ratio of Median CEO Remuneration to Median Director 

Remuneration (excluding the Chair) and CEO Workload to Director Workload 

ASX Group 
CEO TFR / Director 

Fee 

CEO TAR / 

Director Fee 

CEO TR /  

Director Fee 

CEO Hours / Director 

Hours 

ASX 20 9.1 17.1 37.2 6.5 - 7.6 

ASX 

21-50 
9.0 16.5 25.7 8.1 - 9.4 

ASX 

51-100 
8.4 12.6 18.5 9.0 - 10.4 

ASX  

101-200 
7.3 9.9 15.6 9.5 - 10.6 

Table 14 highlights that ASX 20 CEOs are paid 3.7 times more fixed remuneration than Board 

Chairman, while Table 15 reveals CEOs are paid 9.1 times other Board Directors. Considering 

incentive pay, the ratio is much higher.  

Many Chairmen and Directors serve in executive roles before transitioning to the Board. If a 

Chairman or Director wanted to receive the same level of remuneration they enjoyed in their prior 

executive or senior leadership roles, they would have to serve on 3.7 and 9.1 Boards respectively in 

their current position.  

Significant investors and proxy advisors monitor Directors they consider to be serving on too many 

Boards. The Australian Shareholder Association’s view has been that Directors not serve on more 

than five separate and unrelated public company Boards, with a Chairmanship counting as two 

Boards.  

Although we do not advocate a strict limit on the number of Boards a Director can serve, it is clear 

that Directors can only provide the necessary commitment to a certain number of Board roles. Given 

this, it would appear inadvisable if not impossible for Non-Executive Directors to attempt to maintain 

prior pay levels once leaving the C-suite, especially if incentives are considered.   
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Conclusions 

 

Our research clearly questions the appropriateness of the current fees of Non-Executive Directors 

given their time commitment and the expertise they bring to the Board.  

Many Directors serving on major company Boards have previously held positions as CEOs or senior 

executives in listed public companies, professional organisations or substantial international 

subsidiaries. This experience is generally a prerequisite to effectively discharge their duties on the 

Board.  

Yet Non-Executive Directors will generally expect a reduction in remuneration when leaving the C-

Suite, as in the majority of cases executive remuneration is many multiples of NED fees, especially 

when incentive payments are considered. 

There appears, not only in the government and not-for-profit 

sectors but also among leading public companies, to be an 

implicit view when determining Non-Executive Directors’ fees 

that the Directors bring with them a level of wealth that does 

not necessitate earnings comparable to that of a senior 

executive. 

It is true that Directors are not assuming day to day operational 

accountability of the organisation. They do, however, have 

increasing accountability for addressing shareholder expectations 

in relation to earnings, development and value creation, with 

Directors now being held to account for varying strategic issues 

on top of their governance remit. Additionally, the stakes are 

often high – when an organisation experiences problems, it is the Directors and not the CEO who 

will be the focus of legal action.  

In recognition of the expanding scope and accountability of the Director role, many institutional 

investors and proxy advisors have turned their focus to the number of Boards on which Directors 

can reliably serve. The significant time commitment required by Directors reduces the amount of 

remuneration they can potentially earn, as illustrated by our brief analysis. 

Our research may lead shareholders to a number of observations, including: 

 Non-Executive Directors are not appropriately rewarded for the risks they assume and the 

time commitment they offer having regard to either: 

- their prior earnings in an executive or professional role; or 

- the earnings of KMPs who are full-time executives in the companies where they 

serve on the Board; 

 Non-Executive Directors (including Chairmen) focus too strongly on governance, risk and 

compliance and too little on development, strategy formulation, development and growth to 

be paid at the same rate as Chief Executive Officers. They do not assume sufficient 

accountability for the success of the company and the return on shareholders’ investment.  

“There appears to be 

an implicit view when 

determining Non-

executive Directors’ 

fees that the Directors 

bring with them a level 

of wealth that does not 

necessitate earnings 

comparable to that of 

a senior executive. 

” 
 



 

Page 14 of 16 

 

If we accept the first premise, the logical conclusion would be to raise Director fees, a difficult 

prospect in the current environment.  

Given the increased expectation on Directors to foster improved shareholders’ returns and the 

current sensitivity to fee increases during periods of relative underperformance, some might ask 

whether Non-Executive Director remuneration should be more closely aligned to the performance of 

the company. 

This has typically been the territory of start-ups and emerging 

enterprises where financial resources are limited and equity 

participation is perceived to be the only way to attract Directors 

of appropriate calibre to the Board though it contravenes the ASX 

Corporate Governance Principles and Recommendations. These 

guidelines advise against remunerating Non-Executive Directors 

based on the company’s performance, although remuneration 

provided as equity without performance hurdles is considered 

acceptable.  

Another option would be to apply per diem arrangements – fees 

for attendance at meetings and occasionally preparation for 

meetings – in the listed public environment as a supplement to 

modest retainers as adopted in the US.  

Non-Executive Directors are expected to be impartial stewards of 

the organisation’s performance. Representing the interests of shareholders, they provide fearless 

and independent counsel and direct the leadership team (including the CEO) to pursue a course of 

action which in their judgement best meets shareholders’ expectations. 

If Boards are to retain the level of talent and commitment necessary to protect shareholder 

interests, it will be necessary to address any misalignment between the remuneration of executives 

and Directors. Examining this question may, however, lead to the conclusion that current C-suite 

pay levels are not an appropriate benchmark given the Board’s role in setting executive 

remuneration and the magnitude of that remuneration. 

. 

“Non-Executive 

Directors are expected 

to be impartial 

stewards of the 

organisation’s 

performance. 

Representing the 

interests of 

shareholders, they 

provide fearless and 

independent counsel.  

” 
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Methodology 
 

Our methodology is laid out in the table below. 

ASX 200  

 

The largest 200 companies by market value listed on the ASX as at 

30 June each year, excluding companies that are foreign registered 

companies,  externally managed funds and investment trusts where 

KMPs are employed by the responsible entity for the trust.  

Fees 

Fees include base or retainer fees, committee fees, contributions to 

superannuation and fees set aside for the purchase of shares in the 

company. Fees exclude travel allowances, disclosed retirement 

benefit accrual, ‘special exertion’ fees and the disclosed accounting 

value of equity granted as a performance measure. 

NED Cost of 

Governance 
The Board Fees disclosed as paid in the 2013 year (not annualised).  

Executive 

Director Cost of 

Governance 

The Total Fixed Remuneration of the Executive Directors disclosed as 

paid in the 2013 year (not annualised). 

CEO Total 

Fixed 

Remuneration 

CEO Total Fixed Remuneration is calculated as base plus 

superannuation plus other benefits with zeros excluded. 

CEO Total 

Annual 

Remuneration 

CEO Total Annual Remuneration is calculated as total fixed 

remuneration plus annual incentives including deferred incentives 

with zeros excluded. 

CEO Total 

Reward 

CEO Total Reward is calculated as total annual remuneration plus 

any long term incentives grants in the most recent year with zeros 

excluded.  

Data Sources 
2013 Annual Reports lodged with the ASX and NZX respectively, 

The Egan Director and Senior Executive Remuneration Database.  
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About us 
 

Egan Associates 

For more than 25 years, Egan Associates has advised leading organisations and emerging 

enterprises in Australia and New Zealand on the remuneration of executives, Directors and key staff 

members, as well as performance management, work value, corporate governance and Board 

effectiveness. 

Our Services include: 

 Remuneration reviews and benchmarking for Boards, CEOs, executives, senior technical 

positions and specialist roles including governance and stakeholder engagement 

 Advice on annual incentive plan structures, performance criteria, target and maximum payment 

levels including deferral and clawback provisions 

 Advice on long term incentive plan structures, participants, performance hurdles, equity 

instruments, valuation and allocation, as well as monitoring  

 Corporate transactions / IPOs: assistance transitioning pre-IPO reward arrangements into the 

listed company environment with considerations including escrow provisions 

 Government pay reviews: assistance at both Federal and State level in administrative, policy 

and corporatised environments on reward for senior executives and independent Boards 

 Online human capital solutions : online resources to assist organisations manage role 

accountability statements, work value, internal relativity and market competitiveness 

 Board effectiveness: assistance with Board reviews, Board skills matrices, scenario planning 

and Board documentation. 

John Egan  

John’s early career was with Cullen Egan Dell (now Mercer Human Capital), 

which he chaired from 1983 to 1989, when he formed Egan Associates. John 

has been an advisor to Boards and senior executives on organisation, 

governance and reward issues over many years. He has assisted a significant 

majority of Australia’s top 200 companies as well as a myriad of 

entrepreneurial organisations and government entities across a wide range of 

industries. 

John has been actively involved with Universities, chairing Sydney University’s 

Board of Advice for its Faculty of Economics & Business (2001 – 2010).  John is an Honorary 

Fellow of the University and an Adjunct Professor in the School of Business. 

His personal interests are in cool climate gardens – www.thebraesgarden.com – and he served as a 

Trustee from May 2010 to June 2014 of the Sydney Royal Botanic Gardens & Domain Trust. 

http://www.thebraesgarden.com/

