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Welcome to the third edition of the Asia Employee Rewards Watch survey. Since its launch in 2007, we have seen a
substantial increase in respondents and we are delighted that 201 companies participated this year - a threefold
increase. We are pleased to share with you the research findings in relation to reward trends and hope that you
find the information insightful and relevant.

From year ending 2008 to first quarter 2009 it was quite clear that Asia Pacific, like the rest of the world's
economy, went through unpredictable economic times. As the global debate wanes as to whether the worst is now
behind us, it now seems Asia is quietly emerging with fewer economic backlashes than its western counterpart.
Two thirds of respondents are preparing for a period of growth, whereas only one in six believe their business is
heading for a period of contraction. Our research also shows that the Asian economies of Hong Kong, Japan and
Singapore were observed to have suffered the most during the global recession.

During the course of the recession, there was a great deal of media attention on pay and bonuses, with one clear
message emerging - the need for greater governance of reward programs. 64 percent of respondents now have
HR representation at board level, compared to 58 percent in 2008. In addition, there has been a noticeable increase
in the number of companies with a written reward strategy, half of respondents (50 percent) reported that they
have one in place, up from 36 percent in 2008.

Given that economic conditions have placed reward strategies under the spotlight, it comes as no surprise

that eight in ten respondents believe they are under more pressure to minimise costs and improve return-on-
investment. However, around four in ten respondents claimed their reward costs are escalating most significantly
on salaries. With these two opposing forces, it is no surprise that reward professionals are unable to demonstrate
the return-on-investment in relation to reward spend - over five in ten reward professionals cannot defend or
poorly defend their reward spend.

The current and future economic climate looks promising for Asia, while uncertainty persists for western
economies. Companies in Asia are now in acquisition and expansion mode, credit flows are returning to normal
levels (in some places asset bubbles have formed), and (if not already) Asia will return to robust employment
norms. Employees will need to be engaged all over again and the war for talent will become a familiar dilemma.

Forward thinking companies are looking for ways to improve employee engagement and how they communicate
reward programs. According to our research, nearly a quarter of respondents with traditional benefit plans (21.76
percent) are considering implementing flexible benefit programs over the next two years. It is a clear sign that
companies in Asia are bracing for better times ahead and it is a testament to the fact that companies want more
efficient use of their reward spend.



Contents

Methodology

Economic Environment
Reward Strategy

Employee Benefits

05

06

Flexible Benefits
Health & Wellbeing
Reward Communication

Appendix

04 | Employee Rewards Watch 2010

22

30

34

39



Methodology

Respondents were asked to complete a series of questions online regarding the
reward strategy and the employee benefits they are offering in Asia Pacific. The
questions were designed to understand their views and motives corresponding
to this strategy and their future expectations.

Respondents completed questionnaires in quarter 4 2009.

The questions were split into categories including reward strategy, health and
wellbeing, flexible benefits, total reward, communications and administration.

A total of 201 respondents took part in the research and their profile is included
in the appendix of this report. This represents a threefold increase in participation
since the last survey.

The volume of respondents enables us, where possible, to make commentary

on key segments of the respondents. In particular we have sufficient data to
make cuts available for small, medium and large organisations as well as sector
specific cuts such as manufacturing, finance and technology companies. If you
find these segments of interest please email marketing@thomsons.com.



Economic Environment

Key Statistics

Respondents appear confident in their outlook for 2010, with the majority (63.68
percent) predicting a period of growth], a testament to the declining economic turmoil
we were experiencing. However, there is a legacy of companies who expect to contract
or downsize (13.43 percent). These views are a significant improvement on the views for
2009.

As a result of the recession, more than eight in ten (85.88 percent] respondents believe
that reward professionals are under more pressure to minimise costs and improve
return-on-investment.

Interestingly, given the current economic climate, the HR challenge most frequently
identified by respondents is employee retention (61.19 percent). This was followed

by maintaining/improving morale and employee engagement (54.23 percent] and
controlling employee costs (39.80 percent). This reflects the overall confidence and the
concern that growth will lead to familiar pressures on employee retention.

The countries identified as being most affected by the recession were Singapore, Japan
and Hong Kong - reflecting the international nature of those trading bases.

Most organisations had tightened their reward strategy in 2009 to control costs and
allocate them more effectively based on business performance.
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Chart 1

What activity and challenges has your company faced in the last 12 months?
Please tick all that apply.

It comes as no surprise that re-structuring/outsourcing (43.78 percent) was the biggest challenge that HR respondents reported having
faced over the last twelve months. Companies were then split as to whether growth or contraction was likely. Financial companies were
more likely to be more downbeat whilst technology companies had more of a bias towards diversification. Large companies made up a
high proportion of the companies undergoing re-structuring/outsourcing.

Re-structuring/Out-sourcing  43.78% _

Period of contraction or redundancy or downsizing  38.81%
Period of growth  37.81%

Period of consolidation  26.87%

Diversification/New ventures  24.88%
Mergers/Acquisitions  22.89%

Don’t know 1.49%

L I I I ) Sample: All respondents

Chart 2
Which objectives and challenges will the next 12 months bring for your company?
Please tick all that apply.

As a testament to the expected rebound in the marketplace most companies (63.68 percent) expected growth to return, but a number of
companies also expected to continue the restructuring commenced in 2009 (35.53 percent]. Manufacturing had the biggest turnaround
in market perception compared to 2009. Medium sized companies were the most buoyant in viewpoint by company size.

C e P ot responaents 201
Period of growth ~ 63.68% _

Re-structuring/Out-sourcing  35.32%

Diversification/New ventures  32.84%
Mergers/Acquisitions  22.89%

Period of consolidation  22.39%

Period of contraction or redundancy or downsizing 13.43%
Don’t know 6.97%

1 1 1 1 1 1 1 ) Sample: All respondents

Chart 3

Does your Human Resources function have direct representation at Board Level?

The majority of respondents (64.18 percent) reported that they had direct representation at Board Level. This is a slight increase on 2008
levels. Medium sized and technology companies had the highest representation.

. Answer J§ %of respondents

Yes  64.18%
No 28.86%
Don’t know 6.97% Sample: All respondents




Chart 4

What are the 3 biggest HR challenges that you expect to face in the next 12 months?

Interestingly, despite the economy, employee retention (61.19 percent) was the biggest issue. This was followed by maintaining morale
(54.23 percent] and controlling employee costs (39.80 percent). Cost control was more of a focus for financial companies whilst retention
more of an issue for technology companies. Smaller companies reported employment law was the biggest challenge and larger
companies were more likely to look at new software.

. Answer J§%ofrespondents

Other 1.00% Sample: All respondents

Chart5

What decisions have you made in relation to your reward strategy over the last 12 months based
on the current economic environment? Please tick all that apply.

The action most commonly taken by respondents was to make reward spend dependent on company performance (34.16 percent). This
is most likely in the area of bonus and pay awards. Most companies operated some form of cost control. Large companies were more
likely to reduce costs than other sized companies and small companies more likely not to implement any change.

Answer [ %ofrespondents 2010

Spend dependent on company performance  34.16%

Reduce spend on existing reward package  22.36%
No change 19.25%
Freeze reward spend 16.15%

Increase reward spend 7.45%
X 5 Sample: All respondents
Don’t know 0.62% |- who have a reward strategy
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Chart 6

Do you believe that reward professionals are under more pressure to minimise costs and
improve return-on-investment in 2010 as a result of the credit crunch?

As a result of the recession more than eight in ten (85.88 percent) respondents believe that reward professionals are under more
pressure to minimise costs and improve return-on-investment. Medium sized companies and manufacturing felt the most pressure.

L Answer [} %ofrespondents 2010

Yes 85.88%
No 4.71%
Don’t know 9.41%

Sample: All respondents
with a reward strategy

Chart 7

Which 3 countries do you believe have been most affected by the recession?

The three countries respondents felt were most affected were Singapore (44.12 percent), Japan (39.41 percent) and Hong Kong (30.00
percent). Financial companies felt greater impact in Hong Kong and Technology companies felt more impact in Japan.

e answer % of responents 2010

Australia 25.88%

Vietnam 7.65% Sample: All respondents
................................................................................................................................................... with employee benefits
Not Sure 17.65% in place



Reward Strategy

Key Statistics

The majority of respondents (50.25 percent) have a documented reward strategy in

place. This represents a significant increase over 2008 suggesting that the economic
downturn has placed more importance on having a robust governance approach to reward.
Surprisingly though two in ten companies still do not have a robust reward framework.

Reward strategy is most likely to be stated at a global level (47.20 percent] reflecting the
multinational basis of the respondents. It is typically reviewed annually (57.14 percent).

Key issues being faced are dealing with escalating costs (63.35 percent) and economic
issues (47.20 percent). Cost pressures are felt most around base salary (44.72 percent).

Despite the importance placed on the ability to report return-on-investment of reward
spend, the majority of respondents could not do this very well (33.53 percent], or at all
(27.06 percent).

The three most common media for measuring reward effectiveness were employee

opinion surveys (56.47 percent), employee turnover statistics (52.35 percent]) and employee
engagement tools (44.12 percent).
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Chart 8

Does your company have a written reward strategy?

The majority of respondents (50.25 percent) have a documented reward strategy in place. This represents a significant increase on 2008
suggesting that the economic downturn and markets maturing has placed more importance on having a robust governance approach to
reward. Smaller companies were less likely to have the strategy documented.

. Answer [l %ofrespondents

We have a documented reward strategy ~ 50.25%

We have a reward strategy but it is not documented ~ 29.85%
We do not have a reward strategy ~ 19.90%

L L L L L ) Sample: All respondents

Chart 9

Where is the company’s reward strategy determined?

The majority of respondents (47.20 per cent) reported that their company’s reward strategy is determined by Global Head Office
with only a quarter of respondents (24.22 per cent) determining reward separately for each country.

L Answer [ %of respondents 2010

Global Head Office for all locations  47.20%
We are Asiaonly  28.57%

Separately by each country  24.22% Sample: Respondents who
I I I I 1 ) have a reward strategy

Chart 10

Do you have a separate employee reward department/function?

Nearly half of respondents (47.20 percent) report that reward forms part of a generalist HR role and around a quarter (26.71 percent)
have a standalone function. 38.33 percent of large companies had a standalone function and 61.02 percent of small companies
reported that the activities were part of a generalist HR role.

| Answer [ %of respondents 2010

No - reward forms part of generalist HR role  47.20% [l

Yes - we have a standalone reward function 26.71%

We have personnel in HR responsible solely for reward  26.09%

Sample: Respondents who
have a reward strategy




Chart 11

What are the 3 biggest influences on your employee reward? Please select 3 options.

The three biggest influences on employee reward were reported as business performance (75.16 percent], competitive benchmarking
(54.66 percent) and economic conditions (42.24 percent). Smaller companies were more likely to use business performance and large
companies to competitively benchmark. For manufacturing companies, business performance rated more highly and competitive
benchmarking less so.

L Answer J%ofrespondents

................................................................................................................................................. Sample: Respondents who
Other 0.62% have a reward strategy

Chart 12

How frequently do you review your reward strategy?

The majority of respondents review their reward strategy annually (57.14 per cent) while around one in ten (12.42 per cent) review it
more than once a year.

. Answer J%ofrespondents

Once ayear  57.14%

Less than once every 2 years ~ 16.15%
Once every 2 years  14.29%

More than once a year 12.42% Sample: Respondents who
| | ! ! | ] have a reward strategy

Chart 13

Who do you benchmark your reward strategy against? Please tick all that apply.

Respondents were most likely to benchmark their reward strategy against other businesses in their sector (42.24 percent) and
their direct competitors in Asia (41.61 percent). Technology companies showed a higher level of global benchmarking than other
sectors.

. Answer ] %ofrespondents

.................................................................................................................................................. Sample: Respondents who
Other 3.11% have a reward strategy
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Chart 14

What issues do you currently face with your reward strategy? Please tick all that apply.

The most commonly reported issues in relation to respondents’ reward strategy were escalating costs to remain competitive
(63.35 percent), pressure from adverse economic conditions (47.20 percent), and that they were uncompetitive according to
employee feedback (23.60 percent). Large companies were more likely to state employee feedback and smaller companies were
more likely to have a wrong balance of reward than other sized companies.

L Answer J%ofrespondents

.................................................................................................................................................. Sample: Respondents who
Other 3.73% have a reward strategy

Chart 15

In which area are costs escalating most significantly?

Around four in ten respondents (44.72 percent) claimed their reward costs are escalating more significantly on salaries. However, a
significant number of respondents (16.15 percent) did not know where their costs were escalating. Medium sized companies were
more likely to be concerned about salary and large companies with benefit premiums.

| Answer ll %ofrespondents 2010
Salary 44727 |

Benefit premiums  18.63%
Don’'t know  16.15%
Bonus 9.94%

Benefit administration 6.21%
Other 3.73%
Employee communication 0.62% |- Sample: Respondents who

L L L L ) have a reward strategy

Chart 16
How well does your reward strategy support your business strategy?

The majority of respondents reported that their reward strategy supported their business strategy quite well (61.49 per cent), whilst
only 10.56 per cent claimed it did not very well.

Quite well  61.49%
Unable to measure 16.77%
Not very well ~ 10.56%

Very well 6.21%

Don’t know 4.97% Sample: Respondents who
have a reward strategy




Chart 17

Do you believe that your reward strategy directly impacts on the following?

Please tick all that apply.

Most companies state employee engagement (90.59 percent] is the key impact of their reward strategy. This was strongest in medium

sized companies but ranked high for all sized organisations.

Answer

Employee engagement
Profitability of the company
Share price

Don’t know

Chart 18

% of respondents 2010

90.59%
53.53%
9.41%
Sample: All respondents
5.29% with employee benefits

) in place

How do you measure the effectiveness of your reward strategy? Please tick all that apply.

The most common measurement is employee opinion surveys (56.47 percent). This was more significant as companies grew larger and

in sectors such as technology.

Employee opinion surveys

Employee turnover statistics

Levels of employee engagement

Levels of employee take up of all elements of reward package

Levels of employee understanding of all elements of reward package
Line Manager feedback

Recruitment statistics (e.g. average length of time to fill a vacancy)
We don't

Other

Chart 19

% of respondents 2009
56.47% —

52.35%
44.12%
36.47%
27.06%
26.47%
15.88%
15.29%

2.35%

Sample: All respondents
with employee benefits
in place

What is preventing you from measuring the effectiveness of your reward strategy?

Please tick all that apply.

The most common reason preventing measuring reward effectiveness was that it was not a priority (40.74 percent).

Answer

It's not a priority

Time

Resource

We have nothing to measure it against
Data held in different areas

Lack of information

Other

% of respondents 2010
s0.7% |
25.93%
22.22%
18.52%
14.81%
11.11%
7.41%

Sample: Respondents
who don’t measure the
effectiveness of their
reward strategy
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Chart 20

How important do you believe it is to be able to demonstrate the return-on-investment you
obtain from your reward spend?

The majority of respondents believe it is either very important (28.82 percent) or important (38.82 percent] to be able to
determine a return-on-investment of their reward spend. Manufacturing and large companies were most likely to state very
important.

Important 38.82%
Very important 28.82%
Quite important 21.18%

i 0,
Not very important 7.06% Sample: All respondents
Don’t know 4£.12% with employee benefits
' in place

Chart 21

How well would you rate your current ability to demonstrate the return-on-investment you obtain

from your reward spend?

Despite the importance placed on the ability to report the return-on-investment of reward spend, the majority of respondents claim that
they could not do this very well (33.53 per cent], or at all (27.06 per cent).

Very well 1.76%
Well 10.00%

Quite well 18.82%
Not very well 33.53%

We currently can’t do this at all 27.06% Sample: Allrespondents

Don’t know 8.82% yvith employee benefits
i L L L L L in place




Employee Benefits

Key Statistics

The vast majority of respondents (84.58 percent) reported that their company provides
funding towards employee benefits.

Around a quarter of respondents (26.47 percent] claimed that their biggest issue in
relation to their benefits package administration is the burden on internal resources.
Whilst around two in ten (23.53 percent) bemoaned the administration efficiency of the
benefit providers.

Nearly two in ten organisations (18.82 percent] did not know how much they spend on
employee benefits. Of those that did know, the most common estimate was 15-25% of
salary (21.18 percent].

Nearly one third of respondents still use old fashioned paper based processes for
benefits administration (37.43 percent). One in five organisations expected to introduce
new technology in 2010 (22.94 percent).

The changes companies are most likely to introduce into their benefits package in

2010 are reviewing their health & wellbeing offering (49.12 percent), considering
implementing flexible benefits (32.75 percent), and introducing total reward statements
(21.05 percent).

The biggest issues in implementing benefit changes were initial and ongoing costs
(68.42 and 25.73 percent respectively) reflecting the tight operating environment in 2009.
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Chart 22
Does your company provide funding towards employee benefits (above mandatory levels)?

The vast majority of companies provide employee benefit funding in excess of statutory levels (84.58 percent). Smaller companies

dominated those that did not.
% of respondents 2010

Yes 84.58% M
No  15.42%

Sample: All respondents

Chart 23
Do all employees have access to all benefits you offer?

The majority of employers give access to all employees (79.41 percent). Larger employers and manufacturing companies were less

likely to do so.
% of respondents 2010

Yes 79.41% M
No  20.59%

Sample: All respondents
with employee benefits
in place

Chart 24

Approximately how much do you spend on your employee benefits package as a percentage
of payroll?

Nearly two in ten respondents (18.82 percent) do not know how much they are spending on employee benefits. Of those that do know the
most common range was 15-25 percent of payroll (21.18 percent of respondents). Larger employers and manufacturing companies were

less likely to know how much they spent
% of respondents

0-3% 11.18% _
4-6% 14.12%
7-10%  18.24%
1-14% 8.82%
15-25%  21.18%
26-70% 7.06%

0, 0,

7%+ 0.59% Sample: All respondents

Don’t know 18.82% with employee benefits
1 1 1 1 J in place




Chart 25

By what criteria does entitlement to benefit funding from the company differ?

Please tick all that apply.

The most common criteria by which funding varied within a company was Grade/Seniority (66.67 percent) followed by length of service
(35.09 percent). Grade/Seniority was rated very highly by manufacturing companies.

. Answer Ji%ofrespondents

Grade / Seniority

Length of service

Location

None of the above
Salary

Other

Age

Acquisitions

Chart 26

66.67%
35.09%
23.39%
15.20%
13.45%

7.02%

6.43%

1.75% |

Sample: All respondents
with employee benefits
in place

How do you currently administer your benefits? Please tick all that apply.

The majority of respondents (52.04 percent) either administer their benefits through HR software or employee benefits software.

. Answer J%of respondents 2010

Paper based system run by your own employees
HR Software

Third party benefits administrators

Employee benefits software (web based/online)
Outsourced HR support

Employee benefits software (offline)

Other

Don’t know

37.43%
29.82%
25.73%
22.22%
12.28%
9.36%
6.43%
2.34%

]

1 8 | Employee Rewards Watch 2010

Sample: All respondents
with employee benefits
in place



Chart 27

Are you planning to introduce new technology to administer or communicate your benefits in the

next 12 months?

About two in ten respondents are planning to introduce new technology to administer or communicate their benefits (22.94 percent)
in the next twelve months. Within these companies there was a high correlation with those companies looking at flexible benefits.

The likelihood of change increased with company size.

L Answer J] %ofrespondents 2010

No

Don’t know
Yes

Other

Chart 28

50.59% Il

24.12% M

22.94%
2.35%

Sample: All respondents
with employee benefits
in place

What have been your biggest issues with regards to the administration of your benefits package?

Around a quarter of respondents (26.47 per cent) claimed that their biggest issue in relation to their benefits package
administration is the burden on internal resources. Whilst around two in ten (23.53 per cent) bemoaned the administration

efficiency of the benefit providers.

The burden on internal resources
Administrative efficiency of benefit providers
None

The complexity of the benefits package

The cost of new/upgraded technology

Other

Chart 29

% of respondents 2010
26.47% |

23.53%
18.24%
15.29%
1825 Sample: All respondents
2.35% with employee benefits
' . . . . . ) in place

What changes will you be introducing to your benefits package in 2010? Please tick all that apply.

The two most likely changes were reviewing health and wellbeing offerings (49.12 percent) and introducing flexible benefits (32.75

percent).

Reviewing our health & wellbeing offering
Considering implementing flexible benefits
None of the above

Introducing Total Reward Statements
Increasing overall benefit spend
Decreasing overall benefit spend
Currently implementing flexible benefits

Introducing salary sacrifice

% of respondents 2010

A ————

32.75%
23.39%
21.05%
14.62%
9.36%
7.60%
2.34% [

Sample: All respondents
with employee benefits
in place




Chart 30

What do you see as the biggest barriers to implementing changes to your benefit package?
Please tick all that apply.

The biggest barrier to benefits change was increased initial cost of benefits (68.42 percent) and ongoing administration (25.73 percent).
Manufacturing and financial sector companies most feared the cost exposure.

N v P e responems 201
Increased cost of benefits/implementation fees ~ 48.42% _

Ongoing administration 25.73%

Designing the scheme and agreeing providers  25.15%

Getting commitment from employees/employee representatives  23.39%
Getting sponsor approval for the programme  23.39%

Communication of the programme to employees 16.96%

Finding the right administration tools/software  16.96%

Finding the right partner/supplier ~ 15.20% Sample: All respondents

Other 4.68% with employee benefits
: I I I I I I I ) in place

Chart 31

What are the greatest advantages to your Company of your current benefit package?
Please tick all that apply.

Half of respondents made a link between employee benefits and improvements in employee retention (52.63 percent) and increased
employee engagement (49.71 percent). This was more prevalent in smaller companies.

e over W esponents 201
Improve employee retention/turnover  52.63% _

Increased employee engagement  49.71%

Increased levels of employee motivation — 42.69%

Assist employee recruitment  42.11%

Improved cost control/cost savings ~ 35.09%

Reinforce Company culture/assist culture change  24.56%

1 0,
Reduced employee sickness  16.96% Sample: Al respondents

Other 2.34% with employee benefits
1 1 1 1 1 J in place
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Chart 32

How, if at all, have you measured the success of your current benefit package?
Please tick all that apply.

Around four in ten companies either do not measure (39.18 percent) or use employee surveys (39.18 percent). These views were
largely independent of sector and company size.

Haven't measured 39.18%

Employee engagement and satisfaction surveys  39.18%

Change in employee retention figures  19.88%
Take-up rates amongst employees 14.62%
Don’t know 14.04%

Measure of savings generated 12.28%

. : o
Change in recruitment costs 5.26% Sample: All respondents

Other 0.00% with employee benefits
’ 1 1 1 1 1 1 1 J in place

Chart 33

Are you able to report accurately on your organisations total reward costs? This includes all
elements of your reward package e.g. base pay, bonuses, commission, employee benefits, etc.

The majority of respondents (67.06 percent) were able to accurately report on their organisation’s total reward costs. Financial and
technology sectors had a better understanding of their costs than other sectors.

- Answer Jf %ofrespondents 2010

Yes 67.06% M
No  23.53%
Don’t know 9.41%

Sample: All respondents
with employee benefits
in place




Flexible Benefits

Key Statistics

Around four in ten respondents either already have flexible benefits (19.41 percent) or are
considering implementing them (21.76 percent), with a handful (2.70 percent) currently in the
process of implementing them.

The majority of respondents (57.46 percent) who are planning to implement flexible benefits
are looking to do so within six months to two years. Costs were the primary factor in the
implementation decision.

Where a flexible benefit scheme had already been implemented, the majority had been in
existence for more than two years (60.61 percent).

The three biggest issues in implementation seen by companies with a flexible benefits
scheme were administration (48.48 percent], implementation cost (33.33 percent] and
communication (30.30 percent). These answers probably reflect that implementations were
carried out prior to new software being available in the marketplace, which can now alleviate
the key issues in all three areas.

Holiday (57.58 percent) and life assurance (57.58 percent] were the common benefits to be
flexible.

The Asia Pacific countries that respondents felt were more likely to implement flexible
benefits programs were Singapore (60.61 percent), China (24.24 percent), and Australia (21.21
percent).
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Chart 34

Do you currently operate a flexible benefits scheme?

Around four in ten respondents either have a flexible benefits scheme (19.41 percent] or are considering implementing one (21.76

percent). Larger companies were more likely to have a scheme.

No
No - we are considering implementing
Yes

No - we are currently implementing

Chart 35

% of respondents 2010

55.88% M

21.76% M
19.41%
2.35%

Sample: All respondents
with employee benefits
in place

When are you likely to implement flexible benefits?

The majority of respondents who are looking to implement a flexible benefits scheme expect to do so within six months to two years

(59.46%)

12 - 24 months
6 - 12 months
Don’t know

0 - 6 months
24 + months

Currently implementing

Chart 36

% of respondents 2010
32.43%
27.03%
18.92%
13.51%

5.41%

2.70%

Sample: Respondents

who are currently or are
planning to implement a
flexible benefits scheme

What will be the main criteria in deciding whether or not to implement a flexible benefits

programme? Please tick all that apply.

The main criteria respondents cited as to whether or not they would implement flexible benefits were implementation costs (70.27
percent), ongoing costs (67.57 percent) and the decision of the board (48.65 percent).

Costs (implementation)

Costs (ongoing)

The decision of the Board / The decision of the main Directors (MD or FD)
Building a convincing business case

Employee opinion

Finding suitable terms with benefits providers

Ease and speed of implementation

Finding effective administration software

Finding a suitable adviser

If our competitors introduce them

Risk of non success of the project

Other

Not applicable / You are going ahead no matter what

Views of Trade Union

% of respondents 2010
70.27% |

67.57%
48.65%
35.14%
35.14%
32.43%
27.03%
27.03%
18.92%
8.11%
5.41%
2.70%
0.00%
0.00% f

Sample: Respondents
who are considering
implementing a flexible
benefits scheme




Chart 37

How far into the process of selecting an adviser is your company?

The majority of respondents (67.74 percent) who are planning to implement a flexible benefits scheme have not yet started the
selection process.

L Answer Jf %ofrespondents 2010

We haven't yet started the selection process  67.74%

We have already appointed an adviser  25.81%
We have started but not completed the selection process  25.81% [l

Sample: Respondents
who are planning to
implement a flexible
benefits scheme

Chart 38

What do you think will be the greatest benefits your Company would derive from implementing a

flexible benefits scheme? Please tick all that apply.

The most common advantage companies believe they would derive from implementing a flexible benefits scheme is that employees can
choose benefits more appropriate to them (81.08 percent), it would improve employee retention (75.68 percent]) and demonstrate the
value of benefits and total remuneration (64.86 percent). Large companies saw it more as a recruitment tool.

Employee choose benefits most appropriate to them  81.08% _

Improve employee retention/turnover  75.68%

Demonstrate value of benefits and total remuneration clearly to employees  64.86%
Increased levels of employee motivation 59.46%

Promotes greater employee understanding of benefits and total reward 51.35%
Reduced employee sickness  45.95%

Assist employee recruitment  43.24%

Improved cost control  43.24%

Valued more highly than traditional benefits ~ 43.24%

Encourages employee self-service  37.84%

Reinforce Company culture/assist culture change  27.03%

Enable your Company to consolidate different benefits packages following a 10.81%

Merger / Acquisition

In line with legislative pressure on flexible working and working parents 8.11%
Take advantage of salary sacrifice 5.41% Sample:
Competitors have introduced them 2.70% :::':::f:nr;tl; :vrho
Don'tknow  0.00% | are planning to

implement a flexible
| | | | ] benefits scheme
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Chart 39

When did you implement your flexible benefits scheme?
Of those respondents who have already implemented a flexible benefits scheme, most of them had launched the programme more than 24
months ago (60.61 percent) whilst there was also a considerable number of launches within the last year (18.18 percent).

Within the last 6 months 3.03%
Within the last 6 - 12 months 18.18%

Within the last 12 - 24 months 18.18% Sample: Respondents who
More than 24 months ago 60.61% have implemented a flexible
: benefits programme

Chart 40

Is your flexible benefits scheme available to all of your employees?
The majority of respondents who have implemented a flexible benefits scheme cite it is open to all employees (87.88 percent]. Manufacturing
companies were less likely to make it open to all staff.

Answer Jl Y%ofrespondents 2010

Yes 87.88% M
No 12.12%

Sample: Respondents who
have implemented a flexible
benefits programme




Chart 41

What were the main criteria for deciding to implement a flexible benefits scheme?
Please tick all that apply.

Nearly half of respondents cited employee views as the primary reason for implementation (42.42 percent). Smaller companies were more
likely to have required a demonstration of return-on-investment.

R wnver | of respondents 201
Views of employees and any employee representatives — 42.42% _

Demonstration of return-on-investment 30.30%

Understanding where our competitors are with flex ~ 21.21%
Finding a suitable adviser and administrator ~ 18.18%
Project set-up and ongoing costs ~ 15.15%

None - we delivered it regardless 15.15%

Other  12.12%

Internal resourcing, systems and processes 9.09%

Sample: Respondents who

Global requirement or philosophy 6.06% B ANl
I I I I ) benefits programme

Chart 42

What were the most challenging parts of implementing your flexible benefits programme?
Please tick all that apply.

The most challenging aspect cited by nearly half of companies was administering the changes (48.48 percent). This was particularly prevalent
in medium sized companies, whilst larger companies generally had fewer issues than smaller companies.

% of respondents 2010
Administering the changes  48.48% _

Cost of implementation ~ 33.33%

Communicating the change effectively ~ 30.30%
Designing the programme  24.24%

Finding suitable terms with benefits providers  24.24%
Building a convincing business case  18.18%

Other  15.15%

Resistance from the employees 12.12%

Finding an appropriate adviser 9.09%

Finding effective administration software 9.09%
Insufficient support received from your adviser 6.06%
Amending employment contracts 3.03%

Sample: Respondents who

Negotiation with the trade union 3.03% have implemented a flexible
1 1 1 1 ] benefits programme
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Chart 43

How did you select the appropriate mix of flexible benefits? Please tick all that apply.

The most common methods of selecting the appropriate mix of benefits were employee survey (57.58 percent] and management decision (57.58
percent). Management decision was most prevalent in larger companies.

57.58%
57.58%

Employee survey

Management decision

Comparison with competitors  48.48%
Employee focus groups  36.36%
External advice 27.27%
My decision 12.12%
Jlomd L o Sample: Respondents who
None of the above 0.00% have implemented a flexible

benefits programme

Chart 44

Did you provide employees with a flexible spending account?
The majority of employers utilised a flexible spending account mechanism (70.97 percent).

Yes for all employees 70.97% W
Yes for some employees 19.35%
No 16.13%

Sample: Respondents who
have implemented a flexible
benefits programme




Chart 45

Which of the following benefits were flexible options, whether or not they received any company

funding? Please tick all that apply.

Holiday entitlement and life assurance were the most common benefits to be flexible (57.58 percent).

% of respondents 2010

Holiday entitlement

57.58%

Charitable/Payroll giving
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Chart 46

Which benefits have proved most popular with employees? Please select up to 3 options.

The most popular benefits with employees were holiday entitlement (54.55 precent), medical cash plan (36.36 percent), and dental
insurance (33.33 percent). Holiday was particularly prevalent in larger companies.

Holiday entitlement ~ 54.55%

Travel insurance 3.03% Sample: Respondents who
............................................................... R O e have implemented a flexible
Charitable/Payroll giving 0.00% benefits programme

Chart 47

Which Asia Pacific countries do you believe are more likely to implement flexible benefits
programs? Please tick all that apply.

Singapore (60.61 percent), China (24.24 percent) and Australia (21.21 percent) were the most likely countries to implement flexible
benefits. Singapore was a clear leader in respondents’ views.

. Answer il %ofrespondents 2010

Singapore  60.61%

Vietnam 6.06% Sample: All respondents

L T T ey L PP PR P PP PP PP PP TRPPPRRPPPRER with employee benefits
Thailand 3.03% in place



Health & Wellbeing

Key Statistics

Nearly all respondents (92.98 percent) reported providing funding to healthcare and
risk/insurance benefits.

The most common company paid benefits were life cover (81.13 percent) and personal
accident insurance (83.02 percent). The most common part employer funded benefits

were dental insurance (27.04 percent) and medical screening (27.04 percent).

The majority of respondents (61.39 percent) source their benefits externally through an
insurance broker, with around a third approaching the provider directly (34.81 percent).

Just under half of respondents (48.73 percent) actively measure and report on sickness
absence levels.

Health screening was the most common benefit linked to reducing sickness absence
(44.03 percent).

Nearly half of respondents indicated that technology solutions which can track absence
and make interventions to manage absence are attractive (43.67 percent).
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Chart 48

Do you provide funding towards or access to any healthcare and risk/insurance benefits?
Nearly all respondents (92.98 percent) reported providing access to health or risk related benefits.

Yes 92.98% W
No 7.02%

Sample: All respondents
with employee benefits
in place

Chart 49
Which of these benefits do you currently offer your staff and on what basis?

The most common paid benefit was personal accident cover (83.02 percent) and life cover (81.13 percent). The least likely paid for
benefits were income protection (12.58 percent] and gym membership (9.43 percent).

Company Partcompany Not

paid funded funded
.............................................................. : rltlcallllnesscover5472%1321%3145%
S S 3145%2704%4083% ......................................
Employeeass|stanceprogramme ....... P R 6 289% ......................................
................................................................. g ymmembersh|p943%1195%7799%
............................................................. y ea[thcarecashplan2704%881%6352%
........................................................... |ncomeprotect|on/PH|1258%629%8050%
...................................................... L.fecover/Deathmserwce8113%818%1006%
Med|ca[screen|ng5094% .......... 2704% .......... 2138% .......................................
B PP T S 881% .......... B
................................................................................................................................................ have health and wellbeing
Private medical insurance 34.59% 16.35% 48.43% benefits in place

Chart 50
How do you source your benefits?

The majority of respondents sourced benefits through an insurance broker (61.39 percent).

Approach providers directly  34.81%

Externally through an insurance broker 61.39% W

Externally through an adviser (e.g. consultant] for all benefits 3.80%

Sample: Respondents who
have health and wellbeing
benefits in place




Chart 51

Does your company actively measure and report on sickness absence levels?

Less than half of respondents actively measure sickness (45.03 percent). Interestingly, larger companies were less likely to measure
sickness absence.

Yes  45.03% I
No  54.97%

Sample: Respondents who
have health and wellbeing
benefits in place

Chart 52
What was your average sickness absence level per full time employee in the last 12 months?

Around half of employers estimated sickness absence at 1-5 days per employee (46.8 percent). Smaller companies were more likely to
report higher absences.

1-5days  46.80%
6-10days  29.10%
Sample: Respondents who

Don’t know 24.10% have health and wellbeing
e e benefits in place

Chart 53

Would you consider implementing an absence management system if you believed this would
reduce your absence levels and benefit premiums?

Around half of employers would implement more robust absence management systems (43.67 percent) if they thought it would reduce
absence. This was higher amongst larger companies.

Yes  43.67% W
No  27.22%
Don’t know 29.11%

Sample: Respondents who
have health and wellbeing
benefits in place
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Chart 54
Do you believe that your benefits package has a positive impact on your sickness absence rates?

The majority of companies believed their benefits package supported the reduction of sickness absence (51.90 percent).

Yes 51.90% H
No  27.22%
Don’t know 20.89%

Sample: Respondents who
have health and wellbeing
benefits in place

Chart 55

Which benefits do you feel have the most positive impact on reducing absence levels?
Please tick all that apply.

Nearly half of respondents believe health screening has a positive impact on sickness absence reduction (44.03%].

T anawer J e of respondents 2010
Health screening  44.03% _

None 30.19%
|

Medical cash plans  27.04%
|

Private medical insurance 23.90%
Gym membership  22.01%

Income protection  10.06% Sample: Respondents who

have health and wellbeing

Dental insurance 8.19% L
L L L L L ) benefits in place




Reward Communication

Key Statistics

 Around three in ten respondents offer total reward statements either on paper (20.59
percent) or online (10.00 percent).

e There was a resounding difference in views on how well the total reward package was
understood between companies who do and those who do not communicate total reward.
The majority of those that do communicate total reward believe their employees know its
full value (57.69 percent), while only 15.25 percent of those that do not communicate total
reward believe their employees know the full value.

e Around four in ten respondents reported that their benefit communication is not branded
(38.24 percent), whilst less than one in ten had a specific reward brand (9.41 percent).

e Around a third of respondents (32.94 percent) have no budget for employee benefits
communication. Of those with a budget, the most common allocation is less than
US$5,000.

e Employee handbooks (79.53 percent] and email (72.51 percent) were the primary benefit

communication channels. To date there has been limited adoption of modern technologies
for generation Y communication.
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Chart 56

Does your company offer employees Total Reward Statements?

Around three in ten companies communicate total reward (30.59 percent). Medium sized companies were less likely to communicate
total reward and financial sector companies were the most likely to communicate total reward.

| Answer Jll%of respondents 2010

Yes - paper-based 20.59%

|
Yes - web-based 10.00% |

No - but we plan to implement them 18.82%

Sample: All respondents
No - and no plans to implement them 50.59% — }Niﬂl employee benefits
in place

Chart 57
What benefits has your company derived from offering Total Reward Statements?
Please tick all that apply.

Those respondents who offer total reward statements indicate that it helps improve employee understanding of their reward package
(61.54 percent) and the value of their reward package (57.69 percent].

Improved employee understanding of their reward package 61.54%

Improved employee understanding of the value of their reward package 57.69%

Improved employee retention/turnover 42.31%

Reduced number of benefits queries to HR team 23.08% Sample: All respondents
Don’t know 9.62% who offer total reward
’ statements

Chart 58
Do you think that your employees know the full value of their Total Reward package?

There was a resounding difference in views on how well the total reward package was understood between companies who do and those
who do not communicate total reward. The majority of those that do communicate total reward believe their employees know its full value
(57.69 percent), while only 15.25 percent of those that do not communicate total reward believe their employees know the full value.

Communicate Don’t Communicate
total reward  total reward

No 28.85% 68.64% Sample: Respondents with
................................................................................................................................................ employee benefits in place
Don’t know 13.46% 16.10%



Chart 59

Which of the following do you aim to communicate to employees on a regular basis, as part of your
internal communication strategy? Please tick all that apply.

The most common key measures communicated were company performance (86.55 percent) and business strategy (67.25 percent).
Interestingly, only half of companies expressed they communicated their vision and values (50.88 percent).

| Answer [ll%of respondents 2010
Company performance  86.55% _

Business strategy 67.25%

\
Employee benefits 57.89%

\

. 0
Values and vision 50.88% | e A e TS

None of the above 4.68% with employee benefits

Y E— in place

Chart 60
How is your benefit communication branded?

Around four in ten respondents indicated their benefits were not branded (38.24 percent). Medium sized employers were more likely to
have a specific reward brand.

Notbranded  38.24% [

Same as HR/Employer brand 24.71%
Same as company brand 11.76%
Don’t know 10.59%

Specific reward brand 9.41% Sample: All respondents

with employee benefits
in place

Specific to providers 5.29%

Chart 61
How important do you think it is to brand your benefits package to maximise impact?

Around four in ten respondents believed it was very important to brand their benefits package (38.24 percent], however only one in ten
have a specific reward brand (9.41 percent].

Quite important 46.12% A
Very important 38.24%
Not very important 17.65%

Sample: All respondents
with employee benefits
in place
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Chart 62
Do you gather information from employees about the impact of your internal communication?

Six out of ten companies sought employee feedback on internal communication (60.59 percent). This was highest in smaller companies
and in technology companies.

e answer W o responaents 2010

Yes  60.59% M
No  39.41%

Sample: All respondents
with employee benefits
in place

Chart 63

Which of the following methods do you use to communicate your benefits package?
Please tick all that apply.

Employee contract/handbook (79.53 percent] is the most common method of communicating the employee benefits package. Despite
differences in requirements of generation Y, most companies do not utilise modern technology solutions, although larger companies
showed higher usage.

Employee contract/Handbook 79.53%

None of the above 1.75% Sample: All respondents
................................................................................................................................................ with employee benefits

Podcasts 0.58% in place



Chart 64

Who plans and designs the communication of your benefits package?

Nearly all respondents indicate that benefits communications strategy is owned internally (89.47 percent).

% of respondents 2009

In-house (HR/Marketing/Line Managers)  89.47% Ml
External (Consultancy/Adviser) 10.53%
Chart 65

Who is responsible for the delivery of the communication of your benefits package?
Please tick both if applicable.

Nearly all respondents indicate that communications are delivered internally (89.47 percent).

In-house (HR/Marketing/Line Managers]  89.47% M
External (Consultancy/Adviser)]  10.53%

Sample: All respondents
with employee benefits
in place

Sample: All respondents
with employee benefits
in place

Chart 66
How much do you spend/budget per year on employee benefits communication?

Around a third of companies do not budget for employee benefit communications (32.94 percent). Medium sized companies were less

likely to have a budget.
Answer % of respondents 2010
Nothing  32.94% |
|

Under US$5,000 26.47%
US$5,001 - US$10,000 6.47%
US$10,001 - US$15,000 4.12%
US$15,001 - US$20,000 0.00% %
0,
US$20,000 * N | Sample: All respondents

Don’t know 24.71% with employee benefits
. . . . . in place
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Industry sector

Accountants 0.76%

Voluntary 0.00% Sample: All respondents



Appendix

Job Title

Accountant 0.38%

Other  11.07%
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% of respondents 2010

Sample: All respondents



Appendix

Where is your Asia Pacific regional headquarters?

Australia 3.98%

No regional headquarters exists 8.96% Sample: Respondents whose
................................................................................................. ST company employs people in the
Other 1.49% Asia Pacific region

Appendix
How many people does your company employ in the Asia Pacific?

101-500 24.38%_

1-100  17.91% |

501-1,000  10.95% |

1,001 -2,500 14.43% }>
2,501 - 10,000 21.39% Sample: Respondents whose

! company employs people in the
10,000+ 10.95% | Asia Pacific region




Appendix

Does your company employ people in 5 or more Asia Pacific countries?

Yes 77.11% W
No 21.89%
Don’t know 1.00%

Sample: Respondents
whose company employs
people in the Asia Pacific
region

Appendix
In which location is your Global Head Office?

UK 7.96%

North America (USA)  33.83% Sample: All respondents

Appendix
Which region is your personal remit concerned with?

Global  18.41%

Country specific  12.94% Sample: All respondents
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About Thomsons Online Benefits:

Ever since we were founded in 2000, Thomsons Online Benefits has worked to help
businesses gain the most value from their reward spend, at minimal cost. This simple goal
has enabled us to transform the reward strategies of some of the world’s leading employers.

We call the way we work Intelligent Reward™ - a unique blend of technology, consultancy
and communication that allows you to:

e Reduce the overall cost of your reward programme
e [ncrease the value you gain from your reward spend
e Make informed decisions about your reward strategy

Whether you measure success by financial size, clients, or awards, Thomsons is proud to be
the market leader. As a world-wide company, with multiple locations and with technology

that works across currencies and languages, we offer a truly global service.

And we are 100 per cent independent, allowing us to pour all our attention into delivering
excellence for you and your reward programme.

A client achieving Intelligent Reward™ is

Maximising the value At minimum cost Through real-time
of their reward spend empowering information



In 2003 Thomsons implemented the world’s first online, multilingual, multi-currency
flexible benefits scheme. Since then, we have developed a reputation as the leading
provider of global reward schemes for clients such as Alexander Mann Solutions,
Dow Chemical, RBS and Trowers and Hamlins.

We have won numerous awards for our global reward work on behalf of our clients,
including three recognitions for the “Best Use of an International Benefits Strategy”.

All our clients - wherever they are in the world - use the same version of our highly
configurable software. This means they have central control over their reward spend
and easy access to all the information they need to allow day-to-day management at a
local level. It's an approach that works - just ask our clients.

“As a market leader and innovator ourselves, we wanted to use a partner whose
technology was market leading and for us Thomsons stood out from the crowd.”
Cisco

“Following an extensive and robust procurement process GSK chose to partner with
Thomsons Online Benefits. We believed that Thomsons’ technology contained the most
relevant functionality to deliver our complex requirements in relation to online total reward
statements and benefit enrolment. We are delighted that the first phase of the project has
now successfully gone live, with the second phase planned for Q1 2010.”

GlaxoSmithKline

“RBS are committed to the principle of employees creating added value through benefits
choice. But doing this globally presents many challenges. This award recognises how well
the combined team at RBS and Thomsons Online Benefits have risen to these challenges
and delivered.”

Royal Bank of Scotland (RBS)









