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First Look at Chief Human Resources Officer
Compensation Trendsin 2019

There is some evidence that the gromth of the CHRO role is being reflected in pay, but a lot of
the changes are primarily occurring in larger companies.

As the role of the chief human resources officer (CHRO) continues to evolve, so does year-over-year
compensation for this role at many organizations. As we break it down, you'll notice that though changes in pay
are occurring across the board, the more notable changes in pay are primarily occurring at larger companies.

This analysis looks at how CHRO pay has ewlved alongside the role itself by comparing constant incumbent pay
from Aon’s 2019 Total Compensation Measurement® (TCM®) database. Owerall salaries for the chief human
resources officer role increased 6.2%. That’s quite significant...but there is an explanation behind it, which we will
get into. Overall, the median target total compensation for this role has increased across all components of pay in
2019 with an overall increase of 2%.

In this article, we will do a deep dive into all of this and more, providing a first look at changes to CHRO pay that
need to be on your radar. For this analysis, we focus on 86 companies that had same CHRO role in 2018 and
2019, and includes details in the following areas of pay:

Base salary

Target bonus

Long term incentives

Target total compensation (base salary + target variable pay)

Base Salary

There is some evidence that the growth in the CHRO role is being reflected in pay. Overall CHRO s alaries rose
6.2%, which is substantially higher than the typical meritincrease budget and twice that reported in our recent
analysis of CEO pay. It's important to note that the increase is really coming from CHROs at large companies with
revenues above $10 billion, while CHROs at companies with revenues below $10 billion are seeing more typical
increases.
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Figure 1
Base Salary Trend by Revenue
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$366,350

All Companies less than 2.5bn $2.5bn-$5Bn $5bn-$10bn Above $10bn
(n=86) (n=19) (n=20) (n=14) (n=33)

Source: Aon’'sTCM

As we look at the results by industry, the largest change is among financial senices CHROs, while other
industries show modest increases or no increase at all.

Figure 2
Base Salary Trend by Industry
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$385,790

All Industry All Manufacturing All Financial All Service All FMCG
(n=86) (n=31) (n=12) (n=31) (n=8)

Source: Aon’'sTCM
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Short-Term Incentives

While salaries have risen year over year, annual incentive opportunities as a percent of salary remain unchanged,
although the increases in salary do resultin target bonus dollar amounts rising.

Figure 3
Target Bonus Percentage by Revenue

m 2018
m 2019

All Companies  less than 2.5bn $2.5bn-$5Bn $5bn-$10bn Above $10bn
(n=86) (n=19) (n=20) (n=14) (n=33)

Source: Aon'sTCM

If we look at the target bonus opportunity by industry, only manufacturing shows a small increase (5%) while other
industries are unchanged compared to prior year.

Figure 4
Target Bonus Percentage by Industry
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All Industry All Manufacturing All Financial All Service All FMCG
(n=86) (n=31) (n=12) (n=31) (n=8)

Source: Aon’'sTCM
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Long-Term Incentives

Among the 86 companies included in this analysis, 90% are offering long-term incentives to their CHROSs this
year. There is a slight decline in prevalence of stock options and restricted stock with no change in performance

plans from last year.

Figure 5
LTI Prevalence Trends
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Long-term incentives Stock Options Restricted Stock All Performance Plans
(n=86)

Source: Aon’'sTCM
The owerall value of LTI awards has increased by 1% from 2018.

The largest increase in LTl value is among companies with revenue greater than $10 billion (+19%), which also
showed the largest salary increases. Smaller organizations show much smaller increases.
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Figure 6
LTI Value by Revenue
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All Companies less than 2.5bn $2.5bn-$5Bn $5bn-$10bn Above $10bn
(n=86) (n=19) (n=20) (n=14) (n=33)
Source: Aon’'sTCM
Figure 7
LTI Value by Industry
m 2018
m 2019

All Industry All Manufacturing All Financial All Service All FMCG
(n=86) (n=31) (n=12) (n=31) (n=8)

Source: Aon'sTCM
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Target Total Compensation

The median target total compensation for CHROs has increased across all components of pay with an overall
increase of 2%. The median change by each component of pay is summarized below:

Base salary: 6%
Target bonus percentage: 1%
Long-term incentives: 1%

Target total compensation has increased among all company sizes. The largest increase we’re seeingis among
companies with a size of $5 billion-$10 billion.

Figure 8
Target Total Compensation by Revenue
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$675,992
$1,927,855
$2,013,409

$1,262,507
$1,285,516
$1,262,507
$1,346,769

All Companies less than 2.5bn $2.5bn-$5Bn $5bn-$10bn Above $10bn
(n=86) (n=19) (n=18) (n=23) (n=26)

Source: Aon’'sTCM
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Figure 9
Target Total Compensation by Industry
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(n=86) (n=31) (n=12) (n=31) (n=8)

Source: Aon'sTCM

Next Steps

As this analysis shows, the changes in pay are primarily occurring at large organizations — those above $10 billion
in revenue — while smaller organizations’ pay has increased only modestly. This may be a reflection of how these
larger organizations have leveraged HR as a strategic driver of business strategy before their smaller peers.

Aon’s Total Compensation Measurement (TCM) Survey contains comprehensive compensation data for chief
human resources officers — and many other existing and newly-added roles that matter to you— so you can
ensure you are staying on top of the timeliest compensation trends in real time. It is a particularly valuable
resource for executive roles that aren’t typically Named Executive Officers that are reported in proxy filings.
Besides being more up to date than proxy data, this analysis includes all CHROs, not just those making enough
to be in the proxy.

To learn more about participating in the TCM surnwey, please contact rewards-solutions@aon.com.
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About Rewards Solutions

The Rewards Solutions practice at Aon empowers business leaders to reimagine their approach to rewards in the
digital age through a powerful mix of data, analytics and advisory capabilities. Our colleagues support clients
across a full spectrum of needs, including compensation benchmarking, pay and workforce modeling, and expert
insights on rewards strategy and plan design. To learn more, Misit: rewards.aon.com.

About Aon

Aon plc (NYSE:AON) is a leading global professional senices firm providing a broad range of risk, retirement and
health solutions. Our 50,000 colleagues in 120 countries empower results for clients by using proprietary data and
analytics to deliver insights that reduce wolatility and improve performance. For further information, please visit
aon.com.

This article provides general information for reference purposes only. Readers should not use this article as a replacement for legal,
tax, accounting or consulting advice thatis specific to the facts and circumstances of their business. We encourage readers to consult
w ith appropriate advisors before acting on any of the information contained in this article.

The contents of this article may not be reused, reprinted or redistributed w ithout the expressed written consent of Aon. To use
information in this article, please w rite to our team.

©2019 Aon plc. All rights reserved
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