Section 5 - Death-in-service and ill-health benefits

Death-in-service and ill-health benefits continue to be

to DC plans.

Figure 26 | Lump sum death-in-service benefits
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Figure 26 shows the lump sum
death-in-service benefits offered to new
employees joining DC schemes.

All plans offer a lump sum death benefit with
the most common multiple being four times

salary (68 per cent this year compared with

59 per cent in 2006).

Spouse’s pension

26 per cent of schemes offer a spouse’s
pension as a percentage of salary; of the
remainder, only 24 per cent offer an
additional lump sum.



Figure 27 | Incapacity benefits
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Figure 27 shows what incapacity benefits are offered by companies.

48 per cent of respondents offer permanent health insurance (PHI), 9 per cent limit the benefit
payment term and 14 per cent offer some other form of incapacity benefit. The remaining 29 per
cent of the respondents do not offer any form of cover. This is a somewhat different picture from
last year, with 35 per cent offering some form of PHI at that time. We suspect that this difference
is due to changes in the number of respondents to this question, together with movements in the
constituents of the FTSE 100, rather than any fundamental shift in benefit provision.

Figure 28 | Level of incapacity benefits
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Figure 28 shows the level of incapacity benefits offered by companies.

Of the respondents offering some form of PHI cover, 34 per cent offer a 50 per cent income
replacement ratio. Last year 50 per cent of respondents offered this level of cover and, again,
we suspect that this is not a significant shift by existing schemes and is primarily due to
changes in the companies responding to the question.
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Section 6 - Pension provision for executives

This year we worked with colleagues in our Human Capital Group
to obtain more information on

Figure 29 shows the pension provision offered to executives.

Out of the FTSE 100 Index, we obtained data for 66 companies. Of those companies,
31 offer the same level of pension benefits to executives as to other staff whilst 35 offer
different levels of benefits.

Figure 29 | Pension provision for executives
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Figure 30 | Ways in which executive provision differs
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Figure 30 shows the ways in which executive pension provision differs from that of
other employees.

This is based on the 35 companies which offer different benefits for executives.

Twenty-seven out of 35 companies (that is, 77 per cent) offer higher DC contributions
to executives.
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Figure 31 | DC rates for executives
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Figure 31 shows the lower quartile contribution of 15 per cent, the median of 20 per cent
and upper quartile of about 21 per cent. The minimum DC rate offered to an executive is
12 per cent and the maximum is 30 per cent.

Benefits negotiated individually at board level are clearly not disclosed and therefore
unable to be reflected in our survey. This remains the most common approach for executive
pension provision.

In the course of producing this survey,
we have collated a significant volume of
information. For the sake of brevity, we
have not reproduced all of the data here.

We also publish a range of other surveys.

If you would like further information please
contact either your usual Watson Wyatt
consultant or:

Paul Macro

+44 (0) 161 833 7243
paul.macro@watsonwyatt.com
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