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Report Leadership is a multi-stakeholder group that aims to challenge
established thinking on corporate reporting. The contributors to
this initiative are the Chartered Institute of Management Accountants
(CIMA), PricewaterhouseCoopers LLP and Radley Yeldar.
You can shape the way the Report Leadership project evolves by
giving your comments, actively participating, or adopting the elements
that appeal to you. Please provide any feedback, register your interest
and keep up-to-date with developments at www.reportleadership.com

Chartered Institute of
Management Accountants

The Chartered Institute of
Management Accountants is
a leading membership body that
offers an internationally recognised
professional qualiﬁcation in
management accountancy, focused
on accounting in business.

The ﬁrms of the
PricewaterhouseCoopers global
network provide industry-focused
assurance, tax and advisory
services to build public trust and
enhance value for clients and their
stakeholders. More than 180,529
people in 158 countries across
our network share their thinking,
experience and solutions
to develop fresh perspectives
and practical advice.

We’re a creative communications
business, helping you tell your
story simply, in one clear voice,
by whatever means works best.

Effective remuneration
reporting helps to build greater
trust between companies and
their shareholders
The Report Leadership group was formed to develop simple, practical ways to
improve corporate reporting. Our ﬁrst publication, in 2006, set out ideas for the main
narrative and some ﬁnancial sectors of the annual report. In 2007, this was followed
by a publication, built on input and feedback from a range of investors, that made
recommendations for improving the reporting of executive remuneration.
With effect from 1 October 2013, the Department for Business, Innovation and Skills
(BIS) has introduced a new governance framework for directors’ remuneration, including
a binding vote on forward-looking remuneration policy at least every three years and
new disclosure regulations (‘the Regulations’). The Regulations incorporate a number
of the features that were show-cased in Report Leadership – Executive Remuneration
in 2007. They have evolved through extensive consultation between BIS, companies,
shareholders and other interested parties. The Regulations are designed to increase
the transparency of companies’ reports, improve accountability to shareholders and
provide clear evidence of the linkage between performance and reward.
If the Government’s aims in introducing the new regime are to be met, it is important
that companies adopt the Regulations in a consistent manner, mindful of the intent of
the legislation, and not merely seeking compliance.
The purpose of this publication is to:
k Help companies report their directors’ remuneration in a way that
is compliant but pragmatic.
k Highlight examples of good practice.
k Provide some ideas for implementing the Regulations.
Unlike our previous publication on executive remuneration, we are not seeking to deﬁne
an approach that extends beyond the legislation. Our objective is to provide a practical
guide to the implementation of the Regulations.
Above all, it’s intended to stimulate further debate. We welcome your feedback –
you can contact us through our website at www.reportleadership.com
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What’s required
The Regulations provide for the remuneration report
to be made up of three parts:
k

Annual statement
In this part, the remuneration committee Chair provides the
context to the report and explains what decisions have been
made during the year and the resultant changes page 04

k

Directors’ remuneration policy
The remuneration policy sets out the proposed approach
to remunerating directors over the next three years page 08

k

Annual report on remuneration
This is the detailed report on remuneration paid for
the ﬁnancial year under review page 33

The directors’ remuneration policy is only required to be included
in the directors’ remuneration report in those years when a
binding shareholder vote on remuneration policy is being sought.
In the intervening years, the directors’ remuneration report can
be composed of just the annual statement and the annual report
on remuneration. However, there must be a statement in the
annual report on remuneration providing:
k The date of the last AGM at which the policy was approved.
k Where (on the company’s website or elsewhere) a copy
of the policy may be viewed by shareholders.
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What we have done
On the following pages, for each disclosure requirement, we have
provided commentary, summarised the requirements under the
Regulations and suggested what might add value. We have then
included examples of what the disclosure could look like (from our
updated Generico remuneration report included in the appendix)
and some screenshots of disclosures made by companies adopting
some features of an earlier draft of the Regulations in their 2012/2013
remuneration reports (i.e. years ending up to March 2013). Although
some of these disclosures may not meet the exact requirements of
the Regulations, we considered that they represent good practice
based on the understanding of the likely requirements at that time.
A number of areas of the new Regulations are open to interpretation
and best practice will evolve over time. The guidance contained in
this document reﬂects our view, at the inception of the new regime,
on how these could be approached. Throughout the guidance, we
identify the disclosures that are auditable and those that are not.
The Regulations extend the auditable disclosures to include the
explanation for amounts included in the single total ﬁgure of
remuneration and directors’ share interests.
We have structured our commentary on the Regulations
in the order that we consider provides the clearest explanation
of remuneration and prioritises the information that is likely
to be most important to shareholders. For that reason, we have
presented the directors’ remuneration policy before the annual report
on remuneration to reﬂect the fact that the directors’ remuneration
policy will inform the annual report on remuneration.
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Annual statement
(not auditable)
It is now customary for board committee Chairs to introduce the report from their
committees in the annual report. Under the Regulations, this becomes a legal
requirement for remuneration committee Chairs. The Regulations provide direction
as to the high-level content of the annual statement but are not prescriptive.
What is required:

Paragraph 3 of the Regulations

k Remuneration committee Chair’s annual statement.
k Summary of major decisions made in the year.
k Summary of substantial changes to directors’ remuneration during the year.
k The context against which those decisions and changes were made.
What could add value:
k Explaining the impact of economic climate on remuneration decisions.
k Describing how the business environment affected decisions.
k Providing evidence of business performance through key metrics.
k Explaining how the remuneration committee has responded to shareholder concerns.
k Providing a summary of incentive payments to executive directors.
k Giving the background to any discretion exercised by the remuneration committee.
k Including any other relevant information for which there is no other provision for
disclosure under the Regulations.
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Throughout this publication we have provided examples from
the remuneration report that we have created for our ﬁctitious
company Generico.
These examples are excerpts from the full report which can be
found in the appendix of this document.
GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

Remuneration Report

ANNUAL STATEMENT

AT A GLANCE

FROM THE REMUNERATION COMMITTEE CHAIR

Remuneration Report

ANNUAL STATEMENT

DEAR SHAREHOLDER,

Angela Hawker
Chairman, Remuneration Committee

The Remuneration Committee (‘the Committee’)
is grateful for all the support it has received
from investors over the course of the year
while consulting on the proposed changes to
remuneration policy. As required by the Large
and Medium-sized Companies and Groups
(Accounts and Reports) (Amendment)
Regulations 2013, the rest of this remuneration
report is split into two parts:
t The directors’ remuneration policy sets out the
company’s proposed policy on directors’
remuneration for three years from the 2014
AGM and two subsequent financial years and
the key factors that were taken into account in
setting the policy. The directors’ remuneration
policy part is subject to a binding shareholder
vote at this year’s AGM and after that at least
every third year.

FROM THE REMUNERATION COMMITTEE CHAIR

t The annual report on remuneration sets out
payments and awards made to the directors
and details the link between company
performance and remuneration for the 2013
financial year. The annual report on
remuneration together with this letter is
subject to an advisory shareholder vote at the
AGM in April 2014.

2013
As set out in the annual report on remuneration,
again the company has performed well overall
on our key metrics. Performance was excellent
against our primary measures of market share
and safety. Unfortunately, there was a problem
with one of our products, which had to be
recalled, and consequently the annual bonus
payments were lower than performance would
otherwise indicate.
In addition we experienced greater employee
attrition than we would have liked.

Angela Hawker
Chairman, Remuneration Committee

The Remuneration Committee (‘the Committee’)
is grateful for all the support it has received
from investors over the course of the year
while consulting on the proposed changes to
remuneration policy. As required by the Large
and Medium-sized Companies and Groups
(Accounts and Reports) (Amendment)
Regulations 2013, the rest of this remuneration
report is split into two parts:
t The directors’ remuneration policy sets out the
company’s proposed policy on directors’
remuneration for three years from the 2014
AGM and two subsequent financial years and
the key factors that were taken into account in
setting the policy. The directors’ remuneration
policy part is subject to a binding shareholder
vote at this year’s AGM and after that at least
every third year.
t The annual report on remuneration sets out
payments and awards made to the directors
and details the link between company
performance and remuneration for the 2013
financial year. The annual report on
remuneration together with this letter is
subject to an advisory shareholder vote at the
AGM in April 2014.

2013
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with one of our products, which had to be
recalled, and consequently the annual bonus
payments were lower than performance would
otherwise indicate.
In addition we experienced greater employee
attrition than we would have liked.

– reducing the size of awards
– removing the EPS performance condition
– introducing a ROCE underpin for vesting.
t Further changes to the LTIP are as follows:
– The LTIP participants will receive dividend
equivalents at the end of the three-year
vesting period.
– Claw back provisions are being introduced.
The Committee has undertaken a review of the
consistency of remuneration policy across the
group and is satisfied that an appropriate reward
structure exists below board level to recognise
and retain our top talent.

CHANGES TO THE BOARD
DURING THE YEAR
Robert Black retired on 19 July 2013, on the
grounds of ill health, after 15 years of service.
The Committee considered it appropriate to
award him a part-year bonus and his outstanding
awards will vest on a pro-rata basis to the extent
that the performance conditions were met at the
date of retirement. Gary Gold joined the board
to take over Robert Black’s responsibilities on
1 September 2013, and we welcome him to our
team. His remuneration package is broadly in line
with those of the other Executive Directors (EDs).
Fred Brighton retired from the Committee and the
Board at the 2013 AGM having served nine years
as a NED. I would like to take this opportunity to
thank him formally for his six years of dedicated
service to the Committee.

IN CONCLUSION

In building for the future, we feel that greater
attention needs to be paid to our ROCE.
As detailed in the policy report we have decided
to introduce an underpinning measure to LTIP.
We have taken into account the shareholders’
concerns over recent increases in executive pay
at Generico and accordingly:

I hope that we can rely on your vote in favour
of the annual report on remuneration and our
directors’ remuneration policy for future years.

t We are maintaining our restraints on executive
base salary with increases restricted to
inflation, except where there is a change in role.

Angela Hawker
Chair, Remuneration Committee

In this section, we summarise the purpose of our remuneration policy, its linkage to our corporate
strategic objectives and we highlight the performance and remuneration outcomes for 2013.
More detail can be found in the annual report on remuneration.

THE PRINCIPLES OF OUR
REMUNERATION POLICY

HOW HAS THE STRUCTURE CHANGED YEAR-ON-YEAR?
PROPOSED CHANGES TO REMUNERATION POLICY

Competitive
Below-median salaries plus above-median
incentives provide opportunity for highly
competitive total reward for superior
performance.

Element

Operation of the element

Maximum potential value

Performance metrics used,
weighting and time period applicable

Base salary

No change

No change

N/A

Beneﬁts

No change

No change

N/A

Annual bonus

Introduced mandatory
deferral of 50%
of all bonuses

No change

Changes in weighting of bonus
KPIs to reﬂect individual
executive directors’ responsibility

Long-term
incentive

No change

Reduction in overall grant
from 200% of salary to 150%
of salary to reﬂect removal
of EPS requirement

Removal of EPS condition for
part of award and introduction
of ROCE underpin

Pension

Closure of deﬁned
beneﬁt scheme to
further accrual

Introduction of maximum
pension allowance of 35%
of salary

N/A

HOW HAVE WE PERFORMED AGAINST OUR CORPORATE
PERFORMANCE OBJECTIVES?
Bonus KPIs

AWB market share
GPS market share

Target

Actual

% of max
achieved

21–23%

24%

100%

4.5–5.5%

AWB operating margin

12.5–15.5%

GPS operating margin

7.2–8.8%

Defect rate per million
Employee retention
2011 conditional share awards – performance conditions

100%
100%
0%
69%

Actual

% vesting

4th

31.25%

Rank of 5th to
3rd or higher

Annual average real growth in EPS over three years

100%

9%
0.85
28%

Target

Total shareholder return ranking against peer group

6%
16%

0.77–0.63
29.7–24.3%

5%–7.5%
per annum

9% per
annum

50%

SINGLE TOTAL FIGURE OF REMUNERATION FOR EDS FOR 2013
Taxable
beneﬁts
£’000

Bonus
£’000

Gene Rico

750

16

Nigel Mitchell

450

8

Robert Black
Sarah Collins
Gary Gold
Total

179
400

6
7

Shareholder aligned
A considerable part of the reward is related to
share price performance and is paid in shares
that have to be retained until minimum
shareholding requirements have been met.
Simple and transparent
All aspects of the remuneration structure
are clear to employees and openly
communicated. This supports our aim of
engendering fairness and teamwork across
the organisation.

WHAT ARE OUR
STRATEGIC PRIORITIES?
1 MARKET COMPETITIVENESS
a. Meeting customer expectations
b. Developing next-generation products
c. Maintaining market share in our
core products

2 OPERATIONAL EXCELLENCE

Salary
£’000

Executive
Directors

Performance linked
A significant part of EDs’ reward is
determined by the company’s success.
Failure to achieve threshold levels
of performance results in no payout under
short- or long-term incentives.

LTIP
£’000

Pension
£’000

1,050

900

225

2,941

617

300

135

1,510

273
548

225
250

54
120

Total
£’000

737
1,325

133

7

172

0

40

352

1,912

44

2,660

1,675

574

6,865

a. Maintaining quality
b. Achieving budgeted operating margins

3 SHAREHOLDER VALUE
a. Delivering consistent
shareholder returns
b. Maintaining an appropriate ROCE
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t We are simplifying our LTIP by:
– reducing the size of awards
– removing the EPS performance condition
– introducing a ROCE underpin for vesting.
t Further changes to the LTIP are as follows:
– The LTIP participants will receive dividend
equivalents at the end of the three-year
vesting period.
– Claw back provisions are being introduced.
The Committee has undertaken a review of the
consistency of remuneration policy across the
group and is satisfied that an appropriate reward
structure exists below board level to recognise
and retain our top talent.

CHANGES TO THE BOARD
DURING THE YEAR
Robert Black retired on 19 July 2013, on the
grounds of ill health, after 15 years of service.
The Committee considered it appropriate to
award him a part-year bonus and his outstanding
awards will vest on a pro-rata basis to the extent
that the performance conditions were met at the
tha
da of retirement. Gary Gold joined the board
date
over Robert Black’s responsibilities on
to take
to
t
2013, and we welcome him to our
1 September
Se
team. His remuneration package is broadly in line
with those of the other Executive Directors (EDs).

Provided an overview of
business performance.

Fred Brighton retired from the Committee and the
Board at the 2013 AGM having served nine years
as a NED. I would like to take this opportunity to
thank him formally for his six years of dedicated
service to the Committee.

IN CONCLUSION

In building for the future, we feel that greater
attention needs to be paid to our ROCE.
As detailed in the policy report we have decided
to introduce an underpinning measure to LTIP.
P.

We have provided an ‘At a glance’ summary
of 2013 remuneration and performance
immediately after this letter. The annual report
on remuneration provides further details and
the directors’ remuneration policy sets out how
we are building for the future.

We have taken into account the shareholders’
ers
rss’
concerns over recent increases in executivee p
pay
ayy
at Generico and accordingly:

I hope
ho that we can rely on your vote in favour
of tthe annual report on remuneration and our
of
directors’ remuneration policy for future years.
dire

t We are maintaining our restraints on executive
base salary with increases restricted to
inflation, except where there is a change in role.

Angela Hawker
Chair, Remuneration Committee

LOOKING FORWARD
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t We are introducing mandatory deferral of 50%
of annual bonuses over a period of three years
with claw back where there is a significant
restatement of the financial statements or the
individual is dismissed for cause.

t We are simplifying our LTIP by:

We have provided an ‘At a glance’ summary
of 2013 remuneration and performance
immediately after this letter. The annual report
on remuneration provides further details and
the directors’ remuneration policy sets out how
we are building for the future.

LOOKING FORWARD

DEAR SHAREHOLDER,

t We are introducing mandatory deferral of 50%
of annual bonuses over a period of three years
with claw back where there is a significant
restatement of the financial statements or the
individual is dismissed for cause.

The Chairman’s annual statement is
used to explain how the Remuneration
Committee has responded to
shareholders’ concerns.

To see more on this example, refer to
page 2 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

Lonmin Plc
‘Dear Fellow Shareholder’ – a personal touch implying
a community of interest with shareholders and ownership
of the report.

Dear Fellow Shareholder,
I am pleased to introduce the Directors’ Remuneration Rep
been a difficult year for the company, as all can see. In fact
made strong progress, with improvements in safety and m
good recoveries in the process division. Despite this, weak
trading conditions and depressed profitability. And then the
In this context, your Remuneration Committee has had to m
poor results, but also to recognise the sterling efforts of ma

See Lonmin Plc annual report and accounts 2012 page 81
www.lonmin.com

Lonmin Plc
Annual Report and Accounts 2012

[

Lonmin Plc
Annual Report and Accounts 2012

81]

Remuneration Committee Report

Lonmin Explained

Directors’ Report – Governance
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[ 80] Governance

Annual Report and Accounts
For the year ended 30 September 2012

for the year ended 30 September 2012

Lonmin Plc

12. Accountability and Audit (continued)
12.2 How the Directors discharged their responsibilities in this area
• The Lonmin Group financial statements are presented in accordance with the IFRSs as adopted by the EU, using the
US Dollar as its reporting currency.
Details of the Group’s financial risk management are described in the Financial Review on pages 39 to 44 and in the
Statement on Internal Controls and Risk Management on pages 45 to 48.

•

The Directors believe that, subject to receipt of the proceeds of the Proposed Rights Issue and to the other conditions to
the Amended Facilities having been satisfied such that the Amended Facilities come into effect, the Company has sufficient
working capital for its present purposes, that is for at least 12 months from the date of this document, and that it is,
therefore, appropriate to adopt the going concern basis in preparing the financial statements. Please refer to the going
concern disclosure in the Financial Review on pages 39 to 44, and the basis of preparation disclosure in the accounts on
page 108.

In July 2012, the Committee held a “Blue Sky” session to r
approach to remuneration from first principles. We had it in
Marikana overwhelmed all other considerations and, with y
f
d d id d t k
t t
t bl f
i

Dear Fellow Shareholder,
I am pleased to introduce the Directors’ Remuneration Report for the year ended 30 September 2012. This has
been a difficult year for the company, as all can see. In fact for the first 10 months of the year management
made strong progress, with improvements in safety and mining production, and continued to achieve extremely
good recoveries in the process division. Despite this, weak PGM prices and a strong Rand made for tough
trading conditions and depressed profitability. And then the tragic events of August and September overtook us.
In this context, your Remuneration Committee has had to make some careful decisions, both to recognise the
poor results, but also to recognise the sterling efforts of many to enhance and preserve the value of your assets.

Directors’ Report – Business Review

•
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2012

Remuneration Strategy
In a very similar way to FY2012 and as foreshadowed in la
year a Balanced Scorecard to drive the annual bonus plan
important business metrics, including the Corporate KPIs (
is one of the biggest risks in our business and forms a key
year to emphasise the paramount importance of avoiding f
hurdles combine operational results with the delivery of val
Shareholder Return (RTSR)), providing a further tie to our s
closely aligned with shareholder interests, and this is furthe

Remuneration Strategy
In a very similar way to FY2012 and as foreshadowed in last year’s report, we had put in place at the start of the
year a Balanced Scorecard to drive the annual bonus plan for all our key executives based on strategically
important business metrics, including the Corporate KPIs (on pages 24 and 25 of the Business Review). Safety
is one of the biggest risks in our business and forms a key BSC metric, and we did make an adjustment this
year to emphasise the paramount importance of avoiding fatalities. Our long-term incentive plan performance
hurdles combine operational results with the delivery of value to shareholders (measured by our Relative Total
Shareholder Return (RTSR)), providing a further tie to our strategy. In this way, your executives’ interests are
closely aligned with shareholder interests, and this is further underpinned by material shareholding requirements.

12.3 Relationships with the external auditors
The external auditors are appointed by shareholders to provide an opinion on the financial statements and certain other
disclosures prepared by the Directors. Following their re-election at the 2012 AGM, KPMG Audit plc acted as the external
auditors to the Lonmin Group throughout the year. The Senior Statutory Auditor is based in London and supported by an
audit partner based in Johannesburg.
So far as each current Director is aware, there is no information relevant to the audit of which the Company’s auditors are
unaware, and each Director has taken all the steps that he or she ought to have taken as a Director to make himself or herself
aware of any such information and to ensure that the Company’s auditors are aware of that information.
For details of how the Audit and Risk Committee monitors and safeguards the objectivity of the Auditors, and disclosure of
non-audit services provided by the Auditors, see page 70. A resolution for the re-appointment of KPMG Audit Plc as auditors
of the Company will be proposed at the AGM, see page 75 for further details.
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In July 2012, the Committee held a “Blue Sky” session to reconsider the fundamentals of the Company’s
approach to remuneration from first principles. We had it in mind to make some changes, but the Events at
Marikana overwhelmed all other considerations and, with your CEO falling ill and all of the other challenges we
faced, decided to keep our pay structure stable for a period, except that we added retention bonuses to the
packages for a small number of key executives. With this in mind, no material changes to the structure or levels
of pay are proposed for FY2013. As the BSC is linked to key strategic KPIs, we do not publish the details of
targets in advance but I can confirm that no material changes to the metrics are contemplated.

Directors’ Report – Governance

For and on behalf of the Board
Rob Bellhouse
Company Secretary

FY2012 pay reflects performance
Details of the corporate elements of the FY2012 BSC are on page 94. At board level 46.3% points were earned
out of the overall 80% available at target. Strong performance in safety, transformation, ore reserve creation and
processing was, inevitably, offset by the loss of production and consequent rise in unit costs resulting directly
from the Events at Marikana. However, this is also a year when we have had to seek shareholders’ support for
the Proposed Rights Issue. In the light of this, and despite the fact that the CEO had been delivering everything
asked of him prior to his unfortunate illness, the Committee has determined that the CEO should receive no
bonus for FY2012. The personal element of the CFO’s bonus has been assessed at zero for the same reasons,
but we decided that he should be allowed to receive a bonus as per the predetermined formula in all other
respects. We believe that his contribution to the preservation of shareholder value as Acting CEO in difficult
conditions makes this entirely appropriate.

8 November 2012

The directors’ performance-based long-term incentives vesting in the year failed to reach the minimum targets,
and hence did not pay out.
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Relations with shareholders
At the AGM on 31 January 2013, we are seeking shareholder approval for the power to settle bonuses
payable under the BSC in shares, which is discussed fully in the Circular published alongside this annual report.
Finally, this remuneration report is subject to an advisory vote at the 2013 AGM, and I have no hesitation in
recommending it to you. We will be happy to answer questions at the meeting, but particularly given the unusual
circumstances, are available and happy to discuss remuneration matters with our shareholders at any time.

Financial Statements

Yours faithfully,

Jim Sutcliffe
Chairman, Remuneration Committee
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8 November 2012

Shareholder Information

www.lonmin.com

InterContinental Hotels
Group PLC

• the 2010/12 Long Term Incentive Plan (LTIP), which will vest
in 2013, is the last LTIP using the previous measures. The
2011/13 LTIP, which vests in 2014, is the first LTIP including the
new corporate performance measures of net rooms growth
and RevPAR.
Remuneration for Executive Directors in 2012 reflects another year
of strong results, as shown in the table below:

A summary of three year changes in key ﬁnancial
performance indicators.
See InterContinental Hotels Group PLC annual report
and ﬁnancial statements 2012 page 59
www.ihgplc.com

EBIT

2012

2011

2010

+9.8%

+25.9%

+22.3%

Adjusted EPS*

+21.7%

+2.5%

+9.6%

TSR*

+28.2%

+29.8%

+8.0%

* Annualised three-year changes.

Remuneration has reflected these results with an ABP award just
above target for 2012 and a maximum vesting of the 2010/12 LTIP cycle.

Governance

Nomination Committee Report

Directors’ Remuneration Report

The Nomination Committee takes responsibility for considering the structure,
size and composition of the Board, advising on succession planning and making
appropriate recommendations to ensure the Board retains the appropriate level
of skills and experience.

Appointed to
Committee
from

Length of
tenure to
31 Dec 2012

David Webster1

Chairman2

4/4

(retired
Dec 2012)

n/a

Graham Allan

Member

2/2

(retired
Jun 2012)

n/a

Jun 2004

8 yrs 7 mths

Member

Role

Meetings
attended

Member

5/5

Succession planning

Member

5/5

Aug 2005

7 yrs 5 mths

Jonathan Linen

Member

3/5

Dec 2005

7 yrs 1 mth

Luke Mayhew

Member

5/5

Jul 2011

1 yr 6 mths

Dale Morrison

Member

5/5

Jun 2011

1 yr 7 mths

Ying Yeh

Member

5/5

Dec 2007

5 yrs 1 mth

Total meetings held

5

1 Patrick Cescau was appointed as Non-Executive Chairman and Chairman of the
Nomination Committee on 1 January 2013 following the retirement of David
Webster on 31 December 2012.

Governance
The Committee’s terms of reference are available on the Company’s
website www.ihgplc.com/investors under corporate governance/
committees or from the Company Secretary’s office on request.
The Committee was in place throughout 2012. All Committee
members excluding the Chairman are independent as required
under its terms of reference.

Responsibilities
The Committee’s key responsibilities are set out below:

• to make recommendations on suitable candidates for approval
by the Board;

• to advise the Board on succession planning for Executive and
Non-Executive Directors and the Executive Committee in light
of the need for progressive refreshing of the Board and the
skills and experience needed in the future.

2012 Board appointments
Following notification by David Webster of his intention to retire and
step down as Chairman, external search agents were engaged. The
search for a new Chairman was undertaken against a detailed job

58
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Whilst all appointments are made on merit, we seek to ensure the
Board maintains an appropriate balance through a diverse mix
of skills, experience, knowledge and background. Currently, the
Board includes three women (27%) and four nationalities.

Key issues discussed in 2012 meetings
During 2012, the Committee considered, amongst others, the
following matters:
• search for a new Board Chairman using external consultants;
• candidates for a new Audit Committee Chairman;

• incorporates measures and safeguards to ensure that high
rewards only follow strong, balanced results; and
• incentivises the delivery of long-term, sustainable business
growth and shareholder value, rather than the pursuit of
unsustainable short-term results.

Executive Director remuneration at IHG has evolved during 2012:

The targets for 2013 are stretching and will require a strong corporate
performance to achieve similar levels of total remuneration.

• the measures under the Annual Bonus Plan (ABP) have been
changed for Executive Directors in 2013. To distinguish it from
the previous measures, we refer to it as the Annual Performance
Plan (APP). Although not a radical change, the APP does align
annual incentives more closely to the key elements of our
strategic priorities of Brands, People and Delivery; and
• the 2010/12 Long Term Incentive Plan (LTIP), which will vest
in 2013, is the last LTIP using the previous measures. The
2011/13 LTIP, which vests in 2014, is the first LTIP including the
new corporate performance measures of net rooms growth
and RevPAR.
Remuneration for Executive Directors in 2012 reflects another year
of strong results, as shown in the table below:

EBIT

2012

2011

2010

+9.8%

+25.9%

+22.3%

Adjusted EPS*

+21.7%

+2.5%

+9.6%

TSR*

+28.2%

+29.8%

+8.0%

* Annualised three-year changes.

Remuneration has reflected these results with an ABP award just
above target for 2012 and a maximum vesting of the 2010/12 LTIP cycle.

• candidates for a Non-Executive Director;

Luke Mayhew
Chairman of the Remuneration Committee
18 February 2013
Directors’ Remuneration Report glossary of terms
ABP

Annual Bonus Plan

APP

Annual Performance Plan

DB

Defined Benefit

DC

Defined Contribution

DJGH index

Dow Jones Global Hotels index

EBIT

Earnings before interest and tax

EPS

Earnings per share

ICETUS

InterContinental Executive Top-up Scheme

IC Plan

InterContinental Hotels UK Pension Plan

LTIP

Long Term Incentive Plan

OPR

Overall performance rating

RevPAR

Revenue per available room

TSR

Total Shareholder Return

• annual review of the composition, skills, diversity, knowledge
and experience of the Board;
• recommendations of Directors for re-election at the 2013
AGM; and

Contents of Directors’ Remuneration Report

• review of performance appraisals for members of the Executive
Committee and Executive Committee succession planning.

2. Policy: remuneration policy for 2013

1. The Remuneration Committee
A – Key remuneration principles

Key priorities for the Committee in 2013

B – Link with strategy

During 2013, the Committee will continue to search for a new Audit
Committee Chairman and Senior Independent Director and make
recommendations to ensure the Board retains the appropriate level
of skills, knowledge and experience whilst taking into account the
recommendations of the Davies Report.

C – Remuneration policy summary
D – Fixed and variable pay mix
E – Salary and benefits
F – APP
G – LTIP

Patrick Cescau
Chairman of the Nomination Committee
18 February 2013

H – Pensions
I – Executive share options
J – Clawback

3. Implementation: outcomes for 2012
A – Single figure remuneration in 2012
B – Executive shareholding requirement
C – ABP
D – LTIP
E – Pensions
4. Other matters
A – Share capital
B – Performance graph
C – Non-Executive Directors’ pay policy and structure
D – Service contracts
5. Audited information on Directors’ emoluments

Nomination Committee Report and Directors’ Remuneration Report

Contents of Directors’ Remuneration Report
1. The Remuneration Committee

OTHER INFORMATION

• to engage external consultants, as appropriate, to identify,
review and recommend candidates for Board appointments
and ensure that appointments are made on merit against
objective criteria, including the ability to commit time and with
due regard for the benefits of diversity, including gender; and

Diversity
The Board is committed to supporting women in reaching their
full potential and we welcomed Lord Davies’ Report on ‘Women
on Boards’ and fully support its recommendations. We have
announced our aspiration to continue to retain a minimum of 25%
female representation on the Board.

• aligns reward with the creation of shareholder value;
• allows the Company to recruit and retain talent in a competitive
global sector;

Last year, I used this introduction to set out the key elements of this
report. This year, there is an overview at the start of the report itself.
However, I would like to highlight the following points in particular.

PARENT COMPANY
FINANCIAL STATEMENTS

• to review the structure, size and composition of the Board and
its Committees;
• to evaluate the balance of skills, experience, independence,
knowledge and diversity on the Board, taking into account the
Group’s strategic priorities;

The Committee remains focussed, on behalf of the Board, on Board
succession planning for both Executive and Non-Executive Directors.
By way of example, since 2008 eight Directors have joined the Board
and seven have left. During 2012 the Committee also considered a
more detailed review of the talent pool within the business, looking
to future succession planning for Executive Directors.

• is structured to drive execution of our business strategy;

GROUP FINANCIAL
STATEMENTS

2 The Chairman does not chair when the Committee is considering matters relating
to his position. In these circumstances David Kappler, Senior Independent
Director, usually acts as Chairman of the Committee.

The Board plans for its own succession with the support of
the Committee. Independent consultants are engaged for all
Non-Executive Director appointment searches.

There is more information on areas such as how we recognise risk
in our remuneration policy and our interactions with stakeholders,
including data on previous shareholder votes. We have historically
tried to make this report transparent and easy to read and in recent
years already included, for example, the single figure for Executive
Directors’ remuneration and a remuneration policy summary table.

We continually keep all aspects of remuneration under review
and listen to the views of shareholders, Government and other
stakeholders. We believe our current approach to remuneration
is responsible and appropriate as it:

GOVERNANCE

David Kappler
Jennifer Laing

specification setting out the particular skills, knowledge and experience
required for this particular position. Accordingly, the Committee
nominated Patrick Cescau for the position and he was subsequently
appointed by the Board, with such appointment effective from
1 January 2013.

Dear Shareholder
2013 is a year of transition for directors’ remuneration reports. We
have prepared this report before new final Government regulations
on executive remuneration disclosure are issued. However, we have
reflected as much as is practical of the direction and spirit of the
draft regulations in both the content and structure of this report.

BUSINESS REVIEW

Committee membership

Annual Report and Financial Statements 2012
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2. Policy: remuneration policy for 2013
A

Key remuneration principles

In the last year, we completed a thorough review of Hikma s executi
remuneration arrangements with a focus on competitive remunerat
linked to performance. We also sought to improve transparency and
to provide a clear report on past pay and future policy.
We decided to move this report in line with the Department for
Business, Innovation and Skills regulations one year early. We develo
and implemented clawback arrangements for all bonus and executiv
share schemes as well as share ownership requirements for Director
and senior management. We also reviewed the performance of our
remuneration adviser and conducted a tender exercise.
This follows the signiﬁcant enhancements we implemented last
year which enabled us to be nominated for a transparency award.
Shareholders will recall that we froze salaries for Executive Direc
and senior management in 2009 to 2011 and made an increase in
2012 which was linked to salary rises across the MENA region. At th
same time we have continued to review salaries for operational
employees to remain competitive and reﬂect the pressure that exists
in a number of our markets. We have established a new bonus sche
throughout the Group with enhanced linkage to personal and group
objectives and underlying group and business unit performance.
The Committee has spent a signiﬁcant amount of time reviewin
potential adjustments to enhance the performance linkage of the
existing cash bonus structure. Whilst we are not proposing to
change the basis of the schemes, we aim to develop our process
for linking awards and performance. This builds on last year’s

Hikma
Pharmaceuticals PLC
A summary of the decisions taken by the
Remuneration Committee.
See Hikma Pharmaceuticals PLC annual report 2012 page 82
www.hikma.com

4.3 REMUNERATION REPORTS

OPEN FOR DISCUSSION

REMUNERATION

HIGHLIGHTS OF 2012

Call +44 20 7399 2760
or E-mail: investors@hikma.uk.com

3 Reviewed and established remuneration policies in respect of
clawback provisions, minimum shareholdings requirements and
joiners & leavers’ remuneration provisions
3 Nominated for an ifs ProShare award for the most effective
communication of an employee share plan
3 Highly recommended for the Building Trust Award
for best Remuneration Disclosure
3 Reviewed and developed the usage of KPIs, the bonus plan and
share scheme usage across the Group
3 Reviewed the performance and competitiveness
of our Remuneration Advisers

LETTER FROM THE CHAIRMAN
Dear Shareholder

4.3 REMUNERATION REPORTS

82 / Governance
88 / Policy
93 / Executive Implementation
102 / Total Compensation

In the last year, we completed a thorough review of Hikma’s executive
remuneration arrangements with a focus on competitive remuneration
linked to performance. We also sought to improve transparency and
to provide a clear report on past pay and future policy.
We decided to move this report in line with the Department for
Business, Innovation and Skills regulations one year early. We developed
and implemented clawback arrangements for all bonus and executive
share schemes as well as share ownership requirements for Directors
and senior management. We also reviewed the performance of our
remuneration adviser and conducted a tender exercise.
This follows the signiﬁcant enhancements we implemented last
year which enabled us to be nominated for a transparency award.
Shareholders will recall that we froze salaries for Executive Directors
and senior management in 2009 to 2011 and made an increase in
2012 which was linked to salary rises across the MENA region. At the
same time we have continued to review salaries for operational
employees to remain competitive and reﬂect the pressure that exists
in a number of our markets. We have established a new bonus scheme
throughout the Group with enhanced linkage to personal and group
objectives and underlying group and business unit performance.
The Committee has spent a signiﬁcant amount of time reviewing
potential adjustments to enhance the performance linkage of the
existing cash bonus structure. Whilst we are not proposing to
change the basis of the schemes, we aim to develop our process
for linking awards and performance. This builds on last year’s
implementation of additional ﬁnancial performance targets for
our long-term incentive plan.

IMPROVING LIVES...

We have fully engaged with several of the consultations of BIS and
other governance bodies.
There have been several signiﬁcant worldwide events during the
year and the continuation of the impacts of the Arab Spring and the
Eurozone crisis. With Hikma’s focus in the MENA region and signiﬁcant
operations in the EU, the Committee has been impressed with
management’s ability to perform in a turbulent time.
As an organisation Hikma is committed to clear and open
communication. I have always been available to shareholders to raise
matters directly and I remain open to discussion with shareholders
should there be any concerns that they wish to raise directly.

Why is the remuneration structure appropriate for Hikma?
We continue to believe that our remuneration structure is appropriate
for Hikma. We have maintained our policy from last year setting
remuneration at the median to upper quartile compared to our
comparator group. We have a regular programme of meetings with
shareholders regarding all aspects of Hikma. During the year and to
date, shareholders have not raised any matters of concern. Should we
signiﬁcantly change policy or introduce new share incentive
arrangements, we will consult shareholders ﬁrst.
In respect of executive remuneration there have been no departures
from normal policy or use of special discretion during the year.

3 Changed structure and lay out of the report
3 Developed the linkage between incentive compensation and
performance across the Group
3 Responded to the Department for Business Innovation and Skills
consultation on Executive Remuneration
3 Reviewed and revised the comparator group composition to
enhance the linkage with our comparator criteria
3 Benchmarked executive director, non-executive and senior
management compensation
3 Acted as a sounding board for signiﬁcant projects undertaken
by the Human Resources department

Membership and attendance
The Remuneration Committee consists of four Independent
Non-Executive Directors, with an Independent Non-Executive Director
holding the chairmanship of the Committee.
All members of the Committee have held positions at the highest
levels in multi-national organisations and hence have experienced working
life at all levels. They have spent a signiﬁcant proportion of their careers
leading teams and in executive management. They understand the need
to incentivise top management appropriately, whilst ensuring that rewards
are fair throughout all levels of Hikma’s business.
MEMBERS

Michael Ashton
Chairman of the Remuneration Committee

MEETINGS ATTENDANCE

Michael Ashton (Chairman)
Sir David Rowe-Ham
Breffni Byrne
Ronald Goode
Total meetings

100%
100%
100%
100%
7

HIKMA PHARMACEUTICALS PLC
ANNUAL REPORT 2012
1
This report has been prepared on behalf of the Board in accordance with Regulation 11 and Schedule 8
of the Large and Medium-Sized Companies and Groups (Accounts and Reports) Regulations 2008 (the
“Regulations”). The report also meets the relevant requirements of the Listing Rules of the Financial Services
Authority and describes how the Board has applied the principles and complied with the provisions of the
UK Corporate Governance Code and Markets law relating to Directors’ remuneration. As required by the
Regulations, an advisory resolution to approve this report will be proposed at the Company’s Annual General
Meeting on 16 May 2013. The Auditors are required to report on the certain “auditable” sections of this
report and to state whether, in their opinion, that these sections of the report have been properly prepared in
accordance with the Companies Act 2006 and the Regulations. The auditable sections have been identiﬁed
in this report.

Building Public Trust Awards 2012
Highly commended
Executive Remuneration Reporting
in the FTSE 250
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Pearson plc
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Remuneration Committee’s future plans.
See Pearson plc annual report and accounts 2012 page 65
www.pearson.com

What we’ve planned for 2013
Looking forward, for 2013:
›we undertook a periodic review of base salaries for
2013 taking into account general economic and market
conditions, the level of increases made across the
company as a whole, the remuneration of executives
in similar positions in comparable companies and
individual performance
›we reviewed and established an appropriate starting
remuneration package for the new CEO comprising
base salary, annual and long-term incentives,
allowances and benefits

O U R S T R ATEGY

OUR PERFORMANCE

O U R I M PAC T O N SO C I E T Y

To ﬁnd out more about our business
strategy go to page 06

For an in-depth analysis of how we
performed in 2012 go to page 11

For an explanation of our approach to
corporate responsibility go to page 34
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Report on directors’ remuneration

I am pleased to present our report on directors’
remuneration for 2012, which will be put forward
for your consideration and approval at the annual
general meeting on 26 April 2013.

Principles of remuneration policy
Our reward policy is aligned with the interests
of all stakeholders in providing:
›competitive base salaries that reflect the market
and individual roles and contribution
›a high proportion of variable remuneration that
is directly linked to the annual and long-term
performance of the company

Performance in 2012
Performance has been resilient in very tough
conditions and the company has delivered:

›long-term incentives that drive long-term earnings
and share price growth and encourage people to
acquire and hold Pearson shares in line with
shareholders’ interests

›strong competitive performance
›operating profit broadly level
with the record profits in 2011

Market conditions
The remuneration committee is sensitive to the
current social and economic environment surrounding
executive compensation.
We welcome the coalition government’s proposals to
improve the clarity and transparency of remuneration
disclosure. Although the regulations have not yet been
finalised, we have adopted many of the
recommendations in this year’s report.
We hope that these changes will continue to
demonstrate the link between our remuneration
policy and practice and the company’s strategy and
performance, as well as our commitment to
shareholder engagement.

›we reviewed and amended the service agreements for
those executive directors, including the CEO, who will
continue to serve throughout 2013. The consequence
of this review has been to remove any entitlement to
annual incentive from the calculation of any
compensation that might be payable on termination of
employment by the company without notice or cause

›we undertook a periodic review of base salaries for
2012 and, in light of the prevailing economic conditions
and consistent with the action that continues to be
taken across the company to control costs, the
committee endorsed the recommendation of the
executive directors and other members of the Pearson
Management Committee that they receive no increase
in base salaries
›annual incentives paid to executives for 2012
performance were significantly lower than for 2011,
reflecting performance in a tough business environment
and more challenging incentive targets
›we reduced the number of shares awarded to
the Pearson Management Committee as their longterm incentives

›annual incentives paid to exe
performance were significant
reflecting performance in a to
and more challenging incentiv
›we reduced the number of s
the Pearson Management Co
term incentives
Our policy and implementati
detail in the remainder of thi
Finally, I would like to thank
committee and the people w
their contribution over the p
i ti t P t i k C

Our policy and implementation is summarised in more
detail in the remainder of this report.
Finally, I would like to thank my fellow members of the
committee and the people who have assisted us for
their contribution over the past year and to give special
appreciation to Patrick Cescau who stood down from
the committee during 2012.

David Arculus
Chairman, Remuneration Committee

GOVERNANCE

›Pearson’s 21st straight year of
increasing our dividend above the
rate of inflation. Over the past
ten years we have increased our
dividend at a compound annual rate
of 7%, returning more than £2.5bn
to shareholders

›many people at Pearson with the opportunity to share
in the company’s success through cash-based annual
incentives and bonuses and worldwide participation in
share ownership plans, continuing practices first started
in 1998

›we undertook a periodic review of base salaries for
2013 taking into account general economic and market
conditions, the level of increases made across the
company as a whole, the remuneration of executives
in similar positions in comparable companies and
individual performance
›we reviewed and established an appropriate starting
remuneration package for the new CEO comprising
base salary, annual and long-term incentives,
allowances and benefits

›we undertook a periodic rev
2012 and, in light of the prev
and consistent with the actio
taken across the company to
committee endorsed the rec
executive directors and othe
Management Committee tha
in base salaries

O U R I M PAC T O N SOC I E T Y

›return on invested capital above
our cost of capital

›annual incentives that reward achievement
of strategic goals

What we did in 2012
Looking back to some specific aspects of policy
and practice in 2012:

O U R PER F O R M A N C E

The remuneration committee believes that the
purpose of its remuneration policy is to support the
company’s strategy and to help deliver sustained
performance and consistent long-term value creation
in the interests of all stakeholders.

What we’ve planned for 2013
Looking forward, for 2013:

OV ERV I E W

Dear shareholders

ANNUAL REPORT AND ACCOUNTS 2012
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›we reviewed and amended the service agreements for
those executive directors, including the CEO, who will
continue to serve throughout 2013. The consequence
of this review has been to remove any entitlement to
annual incentive from the calculation of any
compensation that might be payable on termination of
employment by the company without notice or cause

What we did in 2012
Looking back to some speci
and practice in 2012:

We continue to keep our remuneration policy under
review in light of the prevailing economic conditions
and the impact of these on the company’s objectives
and strategy.
F I N A N C I A L S TATE M E N T S
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Directors’ remuneration policy
Future policy table (not auditable)
Although there is no requirement to include the directors’ remuneration policy in the
remuneration report in a year in which shareholders do not have a binding vote on
policy, it is likely that shareholders will encourage companies to include the policy table
(as a minimum) in the report each year, to aid understanding.
The content of the directors’ remuneration policy part of the report and, in particular,
the future policy table is critically important as it will form the basis of the binding
shareholder vote. Once shareholders have approved the directors’ remuneration policy,
it will not be possible to make a payment that is inconsistent with that policy, unless it is
the subject of separate shareholder approval or arises from an agreement entered into
before 27 June 2012.
Bearing in mind the difﬁculty in setting performance targets for periods some years
ahead, that will be stretching but achievable, BIS has introduced a requirement in the
annual report on remuneration to explain how policy will be implemented in the next
ﬁnancial year. This removes an area of concern for remuneration committees as they
will only need to disclose performance targets and the basis on which awards will be
calculated at the beginning of the ﬁrst ﬁnancial year to which they will apply.
The need for ﬂexibility is acknowledged in the Regulations and any provision for the
exercise of discretion by the directors must be discussed clearly in the directors’
remuneration policy.
Because shareholders have a binding vote on this part of the report, it is intended to
be concise and easily accessible to the reader and for this reason BIS has mandated
tabular disclosure. Unlike the single total ﬁgure table, the column headings are not
prescribed and companies have ﬂexibility over how to present the table.
What is required:

Paragraph 25 of the Regulations

k A table describing each of the components of the directors’ remuneration package,
speciﬁcally:
– How each component supports the company’s short- and long-term strategic objectives.
– How each component operates.
– The maximum that may be paid to an individual director under that component.
– Description of any performance measures applying and their weighting.
– Details of the performance period.
– The amount payable at threshold levels of performance and other levels.
– Any provision for malus or clawback.

k Date from which policy is effective (ﬁrst year).
k Where directors’ remuneration policy is displayed (when not part of the remuneration
report) and date of last AGM at which it was approved.

k Any element of previous remuneration policy that is to continue (e.g. a pre-existing
LTI award that will vest under future approved policy).

08

What could add value:
k Selecting a format that is consistent with annual report style.
k Including the extent of any discretion.
k Presenting the policy on NED fees and other items in a separate table.
k Providing a separate table or graphic showing how the variable remuneration
elements are aligned with business strategy.

k Cross-referring to the ‘Statement of implementation of remuneration policy
in the following ﬁnancial year’.

GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

DIRECTORS’ REMUNERATION POLICY

The policy described in this part is intended to
apply for three years beginning on the date of the
2014 AGM subject to shareholder approval. To aid
understanding of this report, we have included
explanations of how our forward-looking policy
differs from the policy in operation for the 2013
financial year.
The directors’ remuneration policy will be
displayed on the company’s website, in the
investor relations area, immediately after the
2014 AGM.
The Committee considers the remuneration
policy annually to ensure that it remains aligned
with business needs and is appropriately
positioned relative to the market. However,
there is no intention to revise the policy more
frequently than every three years. We use target
performance to estimate the total potential
reward and benchmark it against reward
packages paid by Generico’s competitors.
The companies in the peer group are of a similar
size and complexity to Generico, but the peer
group is kept under review as different companies
enter the market or change their size or the main
characteristics of their business.
We also look at reward arrangements in other
types of high growth technology-based
companies, as these are potential competitors
for talent. For completeness, we examine market
reward data for all UK industrial companies
of a similar scale and international spread
to Generico. These wider reviews are a risk
management exercise to ensure that we do not
inadvertently lose talent by falling behind the
broader marketplace.

BALANCING SHORT- AND
LONG-TERM REMUNERATION
Based on our view of current market practice, and
the principles of our remuneration policy, we have
established the remuneration policy set out in this
report. Fixed annual elements – including salary,
pension and benefits – are to recognise the status
of our executives and to ensure current and
future market competitiveness. The short- and
long-term incentives are to motivate and reward
them for making Generico successful on a
sustainable basis.
The shareholding linkage cements the
relationship between the EDs’ personal returns
and those of the company’s investors. Long-term
incentives, in the form of conditional share
awards are granted annually and EDs are
expected to retain vested shares (after they
have paid income tax and National Insurance
contributions in respect of the awards) until
they have met their shareholding requirement.

OUR PEER GROUP COMPANIES
The peer group for benchmarking
purposes currently consists of the
following companies:
t AMT Marine

FUTURE POLICY TABLE
How the element supports
our strategic objectives

t Kever International
t MJO Navigation

t Weston Group Inc.
This group is used for all reward
benchmarking purposes and consists of the
same companies as those we monitor against
the company’s business performance.

Maximum potential value and payment
at threshold

Performance metrics used, weighting
and time period applicable

Increases only for inﬂation and in line
with other employees unless there
is a change in role or responsibility.
Annual rate for each ED is set out in
the Statement of implementation of
remuneration policy for 2013 and 2014
on pages 11 and 19

None

BENEFITS
To provide beneﬁts consistent with role

t Ricorp Marine Inc.
t Trilight Corporation

Base salary is paid in 12 equal monthly
instalments during the year
Salaries are reviewed annually and any
changes are effective from 1 July in the
ﬁnancial year

t Emmaworth Systems Ltd
t Findme Inc
t Janling Technologies

Operation of the element

BASE SALARY
To recognise status and responsibility to
deliver strategy

t Boats Electronics

Generico pays the cost of providing
the beneﬁts on a monthly basis or
as required for one-off events such
as receiving ﬁnancial advice

Cost of independent ﬁnancial advice,
None
car allowance and medical assessments

ANNUAL BONUS
To ensure a market competitive package Annual bonuses are paid three months
and link total cash reward to achievement after the end of the ﬁnancial year end to
of company business objectives
which they relate
50% of the total bonus amount is
deferred for three years in Generico
shares. The remaining 50% is paid
immediately in cash

The Committee reserves discretion to flex the
weighting of annual bonus KPIs from year to year
in order to ensure that the EDs are incentivised to
drive performance through the company’s core
strategic objectives.

Maximum bonus potential:

AWB market share

175% of salary for the CEO

GPS market share

150% of salary for other EDs
There is no minimum payment at
threshold performance

AWB operating margin
GPS operating margin
Defect rate per million
Employee retention

A claw back facility will apply under
which part or all of the cash and
deferred bonus can be recovered if
there is a restatement of the ﬁnancial
accounts or the individual is terminated
for misconduct

Performance is measured over the
ﬁnancial year
The Committee has discretion to vary
the weighting of these metrics over the
life of this remuneration policy

LONG-TERM INCENTIVE PLAN (LTIP)
To augment shareholder alignment by
providing EDs with longer term interests
in shares

Annual grants of conditional share
awards based on the achievement
of proﬁt targets
A claw back facility is in operation under
which part or the whole of the LTIP
award can be recovered if there is a
restatement of the ﬁnancial accounts or
the individual is dismissed for cause

Maximum grant permitted is 150%
of salary
Normal grant level expected to be
between 100% and 125% of salary
Grant size determined by reference
to achievement of proﬁt targets

Service and performance conditions
must be met over a three-year period
25% vesting if TSR ranked 5th in our
peer group
100% vesting if TSR ranked 3rd or higher
in our peer group

Vesting is dependent on service and
performance conditions

Pro-rata vesting in between 5th and
3rd rankings

20% vests at threshold performance

Underpinning requirement that
ROCE should average 10% over
three-year period
The Committee has discretion to vary
the weighting of performance metrics
over the life of this remuneration policy

FUTURE POLICY TABLE
How the element supports
our strategic objectives

Operation of the element

Maximum potential value and payment
at threshold

Performance metrics used, weighting
and time period applicable

Increases only for inﬂation and in line
with other employees unless there
is a change in role or responsibility.
Annual rate for each ED is set out in
the Statement of implementation of
remuneration policy for 2013 and 2014
on pages 11 and 19

None
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BASE SALARY
To recognise status and responsibility to
deliver strategy

Base salary is paid in 12 equal monthly
instalments during the year
Salaries are reviewed annually and any
changes are effective from 1 July in the
ﬁnancial year

BENEFITS
To provide beneﬁts consistent with role

Generico pays the cost of providing
the beneﬁts on a monthly basis or
as required for one-off events such
as receiving ﬁnancial advice

Elected not to disclose current rates
of salary or NED fees to avoid restrictions
on future increases.

Cost of independent ﬁnancial advice,
None
car allowance and medical assessments
and other beneﬁts provided from time
to time

ANNUAL BONUS
To ensure a market competitive package Annual bonuses are paid three months
and link total cash reward to achievement after the end of the ﬁnancial year end to
of company business objectives
which they relate
50% of the total bonus amount is
erico
deferred for three years in Generico
shares. The remaining 50% is paid
immediately in cash

Maximum bonus potential:

AWB market share

175% of salary for the CEO

GPS market share

150% of salary for other EDs

AWB operating margin

Ther
There is no minimum payment at
thre
threshold performance

GPS operating margin

Limited text to short statements
(rather than sentences).

Defect rate per million
Employee retention

A claw back facility will apply under
nde
de
er
which part or all of the cash and
d
deferred bonus can be recovered
ed if
there is a restatement of the ﬁnancial
accounts or the individual is terminated
for misconduct

Performance is measured over the
ﬁnancial year
The Committee has discretion to vary
the weighting of these metrics over the
life of this remuneration policy

LONG-TERM INCENTIVE PLAN (LTIP)
To augment shareholder alignment by
providing EDs with longer term interests
in shares

Annual grants of conditional share
awards based on the achievement
of proﬁt targets
A claw back facility is in operation under
which part or the whole of the LTIP
award can be recovered if there is a
restatement of the ﬁnancial accounts or
the individual is dismissed for cause

Maximum grant permitted is 150%
of salary

Service and performance conditions
must be met over a three-year period

Normal grant level expected to be
between 100% and 125% of salary

25% vesting if TSR ranked 5th in our
peer group

Grant size determined by reference
to achievement of proﬁt targets

100% vesting if TSR ranked 3rd or higher
in our peer group

Vesting is dependent on service and
performance conditions

Pro-rata vesting in between 5th and
3rd rankings

20% vests at threshold performance

Underpinning requirement that
ROCE should average 10% over
three-year period
The Committee has discretion to vary
the weighting of performance metrics
over the life of this remuneration policy

05

To see more on this example, refer to
page 5 of the Generico report in the
appendix at the back of this document.

09

EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

Pearson plc
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Report on directors’ remuneration: Policy table

Adopts a tabular format but presents the required information
in two columns rather than four.
Includes a section on implementation for the year under review.
The requirement to explain how remuneration policy for directors
differs from that for employees is included in the table for each
component of pay.

Introduction
Total remuneration is made up of ﬁxed and performance-linked elements, with each element supporting
different strategic objectives. Total remuneration is normally reviewed annually and benchmarked against
total remuneration for similar positions in comparable companies.
Base salary
PERFORMANCE PERIOD

P U R P O S E A N D L I N K TO S TR ATEGY

› Helps to recruit, reward and retain.
› Reflects competitive market level, role, skills,
experience and individual contribution.
O P E R ATI O N

Normally reviewed annually for the following year
taking into account general economic and market
conditions, the level of increases made across the
company as a whole, the remuneration of executives
in similar positions in comparable companies and
individual performance.

See Pearson plc annual report and accounts 2012 page 68
www.pearson.com

None.
I M P L E M E N TAT I O N

There were no increases to base salaries in 2012
for executive directors and other members of the
Pearson Management Committee. Base salaries for
2012 are reported in the total remuneration table
on page 80.
For 2013, we reviewed base salaries consistent with
our policy set out above.
OTH E R E M P LOY E E S

O P P O RT U N IT Y

Normally reviewed in line with increases across
the company as a whole, subject to particular
circumstances such as changes in role, responsibilities
or organisation, current remuneration relative to the
mid-market position across our comparator groups
and the level of increases for executives generally.

The approach to setting base salary increases
elsewhere in the company takes into account
economic factors, competitive market rates, roles,
skills, experience and individual performance.
The increase in wages and salaries for the company
as a whole is reported in note 5 to the ﬁnancial
statements on page 115.

P E R F O R M A N C E CO N D ITI O N S

O U R S T R ATEGY

OUR PERFORMANCE

O U R I M PAC T O N SO C I E T Y

To ﬁnd out more about our business
strategy go to page 06

For an in-depth analysis of how we
performed in 2012 go to page 11

For an explanation of our approach to
corporate responsibility go to page 34

68

Pearson plc Annual report and accounts 2012

Section 4 Governance

Retirement beneﬁts

Total remuneration is made up of ﬁxed and performance-linked elements, with each element supporting
different strategic objectives. Total remuneration is normally reviewed annually and benchmarked against
total remuneration for similar positions in comparable companies.

P U R P O S E A N D L I N K TO S TR ATEGY

› Help to recruit and retain.
› Recognise long-term commitment to the company.
O P E R ATI O N

Base salary

New employees in the UK are eligible to join the
Money Purchase 2003 section of the Pearson Group
Pension Plan. New employees in the US are eligible
to join the 401(k) plan.

PERFORMANCE PERIOD

P U R P O S E A N D L I N K TO S TR ATEGY

None.
I M P L E M E N TAT I O N

O P E R ATI O N

Normally reviewed annually for the following year
taking into account general economic and market
conditions, the level of increases made across the
company as a whole, the remuneration of executives
in similar positions in comparable companies and
individual performance.

There were no increases to base salaries in 2012
for executive directors and other members of the
Pearson Management Committee. Base salaries for
2012 are reported in the total remuneration table
on page 80.
For 2013, we reviewed base salaries consistent with
our policy set out above.
OTH E R E M P LOY E E S

O P P O RT U N IT Y

The approach to setting base salary increases
elsewhere in the company takes into account
economic factors, competitive market rates, roles,
skills, experience and individual performance.
The increase in wages and salaries for the company
as a whole is reported in note 5 to the ﬁnancial
statements on page 115.

P E R F O R M A N C E CO N D ITI O N S

None, although performance of both the company
and the individual are taken into account when
determining an appropriate level of base salary
increase each year.

None.
PERFORMANCE PERIOD

None.

O P E R ATI O N

Include inter alia cash allowances and non-cash beneﬁts
such as health and welfare and car beneﬁts.

O P P O RT U N IT Y

I M P L E M E N TAT I O N

No change on prior year. Allowances and beneﬁts
for 2012 are reported in the total remuneration table
on page 80.
OTH E R E M P LOY E E S

The provision and level of allowances and beneﬁts
are competitive and appropriate in the context of the
local market.

Allowances and beneﬁts for employees reﬂect the
local labour market in which they are based.

In the US, company contributions to the 401(k) plan
amount to 100% of the ﬁrst 3% of eligible compensation
contributed by the employee and 50% of the next 3%,
plus a basic annual company contribution of 1.25%
of eligible compensation. Pearson Inc. Pension Plan
participants who were at least age 40 at 31 December
2001 can receive an additional 0.5% – 1.5% of pay.
P E R F O R M A N C E CO N D ITI O N S

PERFORMANCE PERIOD

None.
I M P L E M E N TAT I O N

No change.
Retirement beneﬁts are reported on page 83.
OTH E R E M P LOY E E S

Executive directors participate in the same pension
arrangements that have been set up for Pearson
employees in the US and the UK.
Note 1 Members of the Pearson Group Pension Plan who joined after May 1989
are subject to an upper limit of earnings that can be used for pension purposes,
known as the earnings cap. This limit, £108,600 as at 6 April 2006, was abolished
by the Finance Act 2004. However the Pearson Group Pension Plan has retained
its own ‘cap’, which will increase annually in line with the UK Government’s
Index of Retail Prices (All Items). The cap was £137,400 as at 6 April 2012.
Note 2 As a result of the UK Government’s A-Day changes effective from
April 2006, UK executive directors and other members of the Pearson Group
Pension Plan who are, or become, affected by the lifetime allowance may be
provided with a cash supplement as an alternative to further accrual of pension
beneﬁts on a basis that is broadly cost neutral to the company. Effective from
6 April 2011, the annual allowance (i.e. the maximum amount of pension saving
that beneﬁts from tax relief each year) reduced from £255,000 to £50,000.
Effective 6 April 2012, the lifetime allowance (i.e. the maximum amount of pension
and/or lump sum that can beneﬁt from tax relief) reduced from £1.8m to £1.5m.

Corporate governance report continued
How the new executive remuneration structure aligns to business strategy

Provides a clear but simple table highlighting the link between
variable pay arrangements and corporate strategic objectives.
A small number of footnotes are provided to aid understanding.

Element/measure

Payouts under different scenarios
The charts below show the payout under the proposed arrangements for each executive director under different scenarios.
CEO

CFO

£’000s

Our aim is to
deliver long-term
shareholder value

The best service to
customers

At the lowest
sustainable cost

2,562.7

In a responsible
manner

Long term plan (weighting for 2013/14 if applicable):

34%

17%

✓

Annual bonus (weighting for 2013/14 if applicable):
✓

– Customer service in year (20%)1

✓

✓

– Maintaining and enhancing services
for customers (16%)2

✓

✓

✓

✓

– Bad debt recovery (4%)

✓
✓
✓
✓

66%

33%

34%

811.6

✓

✓
✓

32%

Long-term incentives
Annual variable
Fixed

17%
17%

33%

538.6
100%

66%

33%

Long-term incentives
Annual variable
Fixed

In developing the scenarios the following assumptions have been made:

✓
✓

✓

Consists of base salary, benefits and pension (£’000)

✓

Base salary is latest known salary

✓

Focusing on customer service and corporate responsibility
Customer service in year
This measures our customer service performance over the bonus year, as reported by Ofwat through the SIM score.
2
Maintaining and enhancing services for customers
This measures how effectively and efficiently we deliver projects to improve our region’s water and wastewater network.
Our capital programme ensures we can provide a reliable service for our customers now and in the future and helps to
provide a cleaner environment.
3
Sustainability of service and corporate responsibility
This measure is made up of two components: serviceability and the Dow Jones Sustainability Index. Serviceability relates
to the overall reliability for our assets, such as treatment works, water pipes and pumping stations – ensuring that they
deliver a stable and dependable level of service to our customers. The Dow Jones Sustainability Index is an assessment of
our responsible business practice, measuring economic environmental, social and governance performance.

Benefits measured at ‘other benefits’ figure shown in single figure table on page 64
Fixed

Pension measured by applying cash in lieu rate to latest known salary
Executive director

Base salary

Benefits

Pension

CEO

665.5

20.5

146.4

832.4

CFO

420.0

26.2

92.4

Total fixed

538.6

1

Based on what a director would receive if the threshold level of performance was achieved:
Threshold

Annual variable element pays out at 25% of maximum
Long-term incentive element pays out at 25% of maximum
Based on what a director would receive if the maximum level of performance was achieved:

Maximum

Annual variable element pays out at 100% of maximum

Shareholder Information

Long-term incentive element pays out at 100% of maximum

Annual variable includes amounts compulsorily deferred in to shares.
Long-term incentives are measured at face value i.e. no assumption for changes in share prices or dividends.
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Financial Statements

– Personal (10%)

100%

✓

– Sustainability of service and corporate
responsibility (20%)3

– Compulsory deferral of bonus

17%

Fixed

– Operating profit (30%)

Shareholding obligation

832.4

✓

Governance

1,630.6

1,265.0

✓
✓

Fixed

✓
✓

Maximum

✓
✓

– Customer service excellence (33.3%)
– Additional two-year holding period

Threshold

– Relative TSR (33.3%)
– Sustainable dividends (33.3%)

Threshold

Element/measure

£’000s

Maximum

he

i n g life flow smoothly

Annual Report and Financial Statements
for the year ended 31 March 2013

At the lowest
sustainable cost

In a responsible
manner

– Relative TSR (33.3%)

✓

– Sustainable dividends (33.3%)

✓

– Customer service excellence (33.3%)

✓

– Additional two-year holding period

✓

✓
✓

✓
✓

– Operating profit (30%)

✓

– Customer service in year (20%)1

✓

✓

– Maintaining and enhancing services
for customers (16%)2

✓

✓

✓

– Sustainability of service and corporate
responsibility (20%)3

✓

✓

– Bad debt recovery (4%)

✓

– Personal (10%)

✓

– Compulsory deferral of bonus

✓

Shareholding obligation

✓

✓

✓
✓

✓
✓

✓

✓
✓

Annual Report and Financial Statements 2013

Corporate governance report continued
How the new executive remuneration structure aligns to business strategy

The best service to
customers

Annual bonus (weighting for 2013/14 if applicable):

Business Review

unitedutilities.com

United Utilities Group PLC

Our aim is to
deliver long-term
shareholder value

Long term plan (weighting for 2013/14 if applicable):

See United Utilities Group PLC annual report and ﬁnancial
statements 2013 page 62
www.unitedutilities.com

lp

P E R F O R M A N C E CO N D ITI O N S

None.

None.

United Utilities
Group PLC

UNITED UTILITIES GROUP PLC

P U R P O S E A N D L I N K TO S TR ATEGY

› Help to recruit and retain.

F I N A N C I A L S TATE M E N T S

Allowances and beneﬁts do not form part of
pensionable earnings.

In the US, the deﬁned beneﬁt Pearson Inc. Pension
Plan provides a lump sum beneﬁt that is convertible
to an annuity on retirement. The lump sum beneﬁt
accrued at an age dependent percentage of capped
compensation until 31 December 2001 when further
beneﬁt accruals ceased for most employees.

O P P O RT U N IT Y

In the UK, company contributions to the Money
Purchase 2003 section of the Pearson Group Pension
Plan amount up to 16% of pensionable salary (double
the amount of the employee contribution, which is
limited according to certain age bands).

Allowances and beneﬁts

GOVERNANCE

P E R F O R M A N C E CO N D ITI O N S

› Help to recruit and retain.
› Reflect local competitive market.

Longer serving directors with legacy arrangements
may participate in the deﬁned beneﬁt Pearson Inc.
Pension Plan in the US or the Final Pay section of the
Pearson Group Pension Plan in the UK, which are
closed to new members.
Under the Final Pay section of the Pearson Group
Pension Plan in the UK, normal retirement age is 62,
but, subject to company consent, retirement is
currently possible from age 55 or earlier in the event
of ill-health. During service, the employee makes a
contribution of 5% of pensionable salary and the
pension fund builds up based on ﬁnal pensionable
salary and pensionable service. The accrued pension
is reduced on retirement prior to age 60. Pensions
for a member’s spouse, dependent children and/or
nominated ﬁnancial dependants are payable on death.

Allowances and beneﬁts
P U R P O S E A N D L I N K TO S TR ATEGY

Under the 401(k) plan in the US, which is a deﬁned
contribution plan, account balances will be used to
provide beneﬁts at retirement. In the event of death
before retirement, the account balances will be used
to provide beneﬁts for designated beneﬁciaries.

Executive directors and other executives across the
company are entitled to additional pension beneﬁts
to take account of the cap on the amount of beneﬁts
that can be provided from the all-employee pension
arrangements in the US and the UK.

O U R I M PAC T ON SOC I E T Y

Normally reviewed in line with increases across
the company as a whole, subject to particular
circumstances such as changes in role, responsibilities
or organisation, current remuneration relative to the
mid-market position across our comparator groups
and the level of increases for executives generally.

Under the Money Purchase 2003 section of the
Pearson Group Pension Plan in the UK, normal
retirement age is 62, but, subject to company consent,
retirement is currently possible from age 55 or earlier
in the event of ill-health. During service, the company
and the employee make contributions into a pension
fund. Account balances are used to provide beneﬁts
at retirement. Pensions for a member’s spouse,
dependent children and/or nominated ﬁnancial
dependants are payable on death.

Employees who satisﬁed criteria of age and service as
of 30 November 1998 continue to earn beneﬁts under
an alternative formula that provides for 1.5% of ﬁnal
average earnings, adjusted for US Social Security. The
beneﬁt paid to these employees is the maximum of the
lump sum beneﬁt converted to an annuity and the
beneﬁt earned under the alternative ﬁnal average
earnings formula.

O U R PER F OR M AN C E

› Helps to recruit, reward and retain.
› Reflects competitive market level, role, skills,
experience and individual contribution.

OV ERV I E W

Introduction

ANNUAL REPORT AND ACCOUNTS 2012

None, although performance of both the company
and the individual are taken into account when
determining an appropriate level of base salary
increase each year.
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Report on directors’ remuneration: Policy table

63

Focusing on customer service and corporate responsibility
1
Customer service in year
This measures our customer service performance over the bonus year, as reported by Ofwat through the SIM score.
2
Maintaining and enhancing services for customers
This measures how effectively and efficiently we deliver projects to improve our region’s water and wastewater network.
Our capital programme ensures we can provide a reliable service for our customers now and in the future and helps to
provide a cleaner environment.

Whitbread Group PLC

approved at the 2012 AGM. Further details on the LTIP can
be found on page 55.

Scheme

Measures

đŏ Annual Incentive Scheme

đŏ Your Say engagement survey
đŏ Health and safety hurdle

đŏ Annual Incentive Scheme

đŏ Guest net recommend
đŏ Brand delivery
đŏ Like for like sales
đŏ Health and safety hurdle

đŏ LTIP

đŏ EPS
đŏ Return on capital

đŏ Annual Incentive Scheme

đŏ Profit
đŏ Market performance/brand growth

đŏ Annual Incentive Scheme

Company accounts p115/122

See Whitbread Group PLC annual report and accounts
2012 page 49
www.whitbread.co.uk

Consolidated accounts p69/114

Introduces remuneration report with a summary of the corporate
strategic objectives and highlights how these feature in the
executive directors’ remuneration arrangements.
The inclusion of the ‘customer heartbeat’ graphic demonstrates
alignment with corporate strategy and consistency with other
parts of the annual report.

vernance p38/67

60 Audited section
Parts of this report have been audited and
these are clearly marked as ‘audited information’.

đŏ Carbon consumption
đŏ Waste to landfill

Whitbread Annual Report and Accounts 2012/13

Nomination Committee report

Whitbread Annual Report and Accounts 2012/13

đŏSimon Barratt (Secretary)

đŏAnnual planning and review meeting.
đŏReview of the Board size, structure and composition.
đŏReview of the talent and succession planning for the Board.

In accordance with the 2012 Code, it is intended that
the 2013/14 Annual Report and Accounts will include
a description of the Board’s policy on diversity, including
gender, any measurable objectives that it has set for
implementing the policy, and progress on achieving the
objectives.
Signed and approved on behalf of the Board.

52 Remuneration Committee
53 Remuneration principles
54 Potential value of 2013/14 package
55 Long Term Incentive Plan
58 Other information
60 Audited section
Parts of this report have been audited and
these are clearly marked as ‘audited information’.

Scheme

Measures

đŏ Annual Incentive Scheme

đŏ Your Say engagement survey
đŏ Health and safety hurdle

đŏ Annual Incentive Scheme

đŏ Guest net recommend
đŏ Brand delivery
đŏ Like for like sales
đŏ Health and safety hurdle

đŏ LTIP

đŏ EPS
đŏ Return on capital

đŏ Annual Incentive Scheme

đŏ Profit
đŏ Market performance/brand growth

đŏ Annual Incentive Scheme

Company accounts p115/122

29 April 2013

Company accounts p115/122

Anthony Habgood
Chairman

Consolidated accounts p69/114

The full terms of reference are available on the Company’s
website.

Changes relating to the Nomination Committee
in the 2012 Code
Following the changes in the 2012 Code, the terms of
reference of the Nomination Committee have been revised
and approved by the Board. These changes reflect the
inclusion of gender when reviewing the structure, size and
composition of the Board.

Introduction from Ian Cheshire
In last year’s report, I explained that we had taken the
opportunity to redefine Whitbread’s remuneration principles,
which are outlined on page 53 of this report. The intention
of the principles is to ensure that remuneration arrangements
are aligned to and support the delivery of the Group’s
business strategy and shareholder value creation.
Whitbread’s strategy, which is to invest in growing its leading
brands, Premier Inn and Costa, has stretching targets which,
if delivered successfully, will create significant value for our
shareholders. The Committee believes that the executive
team should be rewarded for the achievement of the strategy
and therefore incentives should be clearly aligned to
delivering earnings growth and returns above our cost of
capital. To this end, amendments to the Long Term Incentive
Plan (LTIP) performance conditions were proposed and
approved at the 2012 AGM. Further details on the LTIP can
be found on page 55.

49 Introduction from Ian Cheshire

56 Annual Incentive Scheme

Consolidated accounts p69/114

The Committee meets twice a year to review its terms
of reference, and consider the annual re–election of directors.
Additional meetings are held as and when required for
the selection and appointment process of new directors.

In accordance with the Code, none of the executive directors
has more than one non–executive directorship in a FTSE 100
company or a chairmanship of a FTSE 100 company.

Ian Cheshire
Chairman of the
Remuneration
Committee

Contents

Governance p38/67

đŏRecommendation to appoint Louise Smalley, Group HR Director
to the Board.

Role of the Nomination Committee
The role of the Nomination Committee is to review the
composition of the Board and to identify and nominate
directors who could enhance the Board’s performance.
The Committee is also responsible for evaluating the
directors on an annual basis.

Simon Melliss’ second three–year term came to an end
in April 2013. In view of Simon’s strong leadership of the
Audit Committee and his contribution generally to Board
discussions, the Nomination Committee was satisfied that
his reappointment would be beneficial to the Company,
and recommended that he be reappointed for a further
three–year period. No other non–executive director of the
current Board has been a director for a term longer than
six years.

Governance p38/67

Nomination Committee — main activities in 2012/13
đŏSelection and appointment process for a new Group Finance Director,
leading to the recommendation that Nicholas Cadbury be appointed
to the Board.

Remuneration report —
Introduction

Strategy/Operational highlights p8/37

đŏIan Cheshire
đŏSimon Melliss
đŏStephen Williams

Our approach to the annual re–election of directors
As required by the Code, all directors will be subject to
re–election at the next AGM. The Nomination Committee held
a planning and review meeting in March when the contribution
and commitment of each member of the Board was reviewed.
Following this discussion it was recommended that all
directors be proposed for reappointment at this year’s AGM.
Details setting out why each director is deemed to be suitable
for reappointment will be included with the AGM papers
circulated to all shareholders.

Strategy/Operational highlights p8/37

Anthony Habgood
Chairman of the
Nomination
Committee

Members of the Nomination Committee

49

Remuneration report

Overview p1/7

Nomination
Committee
report

đŏAnthony Habgood (Chairman)

“Making everyday
experiences special”

48
Overview p1/7

Annual Report and Accounts 2012/13

đŏ Carbon consumption
đŏ Waste to landfill
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DIRECTORS’ REMUNERATION POLICY

Notes to the policy table (not auditable)
The notes to the policy table are an extension of disclosures previously required as
part of forward-looking policy under the 2008 regulations (i.e. the explanation for the
selection of performance conditions for long-term incentive plans). They now include
a requirement for companies to explain the reason for any changes in remuneration
policy or the introduction (or removal) of any elements of the remuneration package and
any difference between remuneration policy for directors and that for other employees.
What is required:
Notes to the table setting out:

Paragraph 27 of the Regulations

k Explanation for the choice of performance conditions for annual bonus and long-term
incentives or reason if no performance conditions.

k An explanation of how performance targets are set.
k Description of any changes to remuneration policy since the last approved policy and
justiﬁcation for the change.

k If not included in the policy table, clear statement of the extent of any discretion the
directors can exercise to vary or change any aspect of remuneration policy.

k Explanation of any differences between the remuneration policy for directors and that for
other employees.

What could add value:
k Disclosure clearly linking performance conditions and corporate strategic objectives.
k Evidence of how the remuneration committee calibrates performance targets.
k Tabulated summary of any changes to remuneration policy.
k Statement of extent to which incentive arrangements in which the executive directors
participate are cascaded down through the company.

k Including the ‘Statement of consideration of employment conditions elsewhere in company’
alongside the disclosure on differences in policy.

12

GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

DIRECTORS’ REMUNERATION POLICY continued

Remuneration Report

DIRECTORS’ REMUNERATION POLICY continued

DIFFERENCES IN REMUNERATION POLICY FOR ALL EMPLOYEES

FUTURE POLICY TABLE continued
How the element supports
our strategic objectives

Operation of the element

Maximum potential value and
payment at threshold

Performance metrics used, weighting
and time period applicable

All employees of Generico are entitled to base salary, benefits, pension and annual bonus. The maximum
opportunity available is based on the seniority and responsibility of the role.

Under the DB scheme, a maximum of
two-thirds of ﬁnal salary accrued at
1/60th for each year of service

None

Conditional share awards are only available to senior executives and directors. Since 2012, share options
grants have been made only to employees below senior executive level.

PENSION
To provide funding for retirement

DB scheme closed to new entrants
Cash allowance available for those
not participating in DB scheme or
whose participation exceeds one
or more tax allowances

STATEMENT OF CONSIDERATION OF EMPLOYMENT CONDITIONS
ELSEWHERE IN THE COMPANY

Annual allowance of up to 30% of salary,
reduced proportionately for participants
in DB scheme

The Committee invites the HR Director to present at its meeting in March on the proposals for salary
increases for the employee population generally and on any other changes to remuneration policy
within the company. The Committee limits any salary increases for EDs to the inflationary increase
available to employees unless there has been a change in role.

SHAREHOLDING REQUIREMENT
To strengthen alignment between
interests of EDs and those
of shareholders

EDs must build up a shareholding over
ﬁve years

CEO – 250% of salary
Other EDs – 150% of salary

Unvested LTIP or deferred shares are
not taken into account. Share price is
measured at end of each ﬁnancial year

The HR Director consults with the Committee on the KPIs for EDs’ bonuses and the extent to which
these should be cascaded to other employees. The Committee approves the overall annual bonus cost
to the company each year. The Committee has oversight over the grant of all LTIP awards across
the company.

All LTIP or deferred share awards vesting
(net of income tax and National Insurance
contributions) must be retained until
shareholding requirement met

PROVISIONS OF PREVIOUS POLICY THAT WILL CONTINUE TO APPLY – LTIP AWARDS MADE IN 2012 AND 2013
To align interests of EDs with those
of shareholders

The outstanding awards under the
LTIP will continue to form part of the
remuneration policy until vesting

A maximum of 175% of salary

Relative TSR and Earnings per Share
growth measures

The company will be including questions on the appropriateness of the pay arrangements within the
company in its Your Direction employee survey in the coming year. It does not specifically invite
employees to comment on the directors’ remuneration policy but any comments made by employees
are taken into account.
The Committee is provided with data on the remuneration structure for senior management in the
three tiers below ED and uses this information to work with the human resources team to ensure
consistency of approach throughout the company.

NOTES TO THE POLICY TABLE
PERFORMANCE MEASURES AND TARGETS
The Committee selected the performance conditions because these are central to the company’s overall strategy and are the key metrics used by the EDs to
oversee the operation of the business. The performance targets are determined annually by the Committee following consultation with the Audit and Risk
Committee and are typically set at a level that is above the level of the company’s forecasts.
The Committee is of the opinion that the performance targets for the annual bonus are commercially sensitive in respect of the company and that it would be
detrimental to the interests of the company to disclose them before the start of the financial year. The targets will be disclosed after the end of the relevant
financial year in that year’s remuneration report.

CHANGES TO REMUNERATION POLICY FROM THAT OPERATING IN 2013 AND 2012
Element

Operation of the component

Maximum potential value

Performance metrics used, weighting
and time period applicable

Base salary

No change

No change

No change

Beneﬁts

No change

No change

No change

Annual bonus

Previously no mandatory deferral
or claw back provision

No change

Previously individual director
KPI weightings

Long-term incentive

Introduction of claw back

Reduction in overall grant from 200%
of salary to 150% of salary to reﬂect
removal of EPS requirement

Removal of EPS condition for part
of award and introduction of
ROCE underpin

Pension

No change

No change

No change

APPROACH TO RECRUITMENT REMUNERATION
Generico operates in a highly specialised sector and many of its competitors for talent are outside
the UK. The Committee’s approach to recruitment remuneration is to pay no more than is necessary
to attract appropriate candidates to the role.
Where it is necessary to ‘buy out’ an individual’s awards from a previous employer, the Committee will
seek to match the expected value of the awards by granting awards that vest over a time frame similar to
those given up, with a commensurate reduction in quantum where the new awards will be subject to
performance conditions that are not as stretching as those on the awards given up.
Any new ED’s package would include the same elements, and be subject to the same constraints,
as those of the existing EDs, as shown below.
Element of remuneration

Salary

Maximum percentage of salary

–

Beneﬁts

Dependent on circumstances

Annual bonus

150%/175%*

Long-term incentives

100%/125%*

Pension allowance

30%

* Higher percentage payable for CEO appointment

FUTURE POLICY TABLE continued
How the element supports
our strategic objectives

Operation of the element

Maximum potential value and
payment at threshold

Performance metrics used, weighting
and time period applicable

Under the DB scheme, a maximum of
two-thirds of ﬁnal salary accrued at
1/60th for each year of service

None

06

07

PENSION
To provide funding for retirement

DB scheme closed to new entrants
Cash allowance available for those
not participating in DB scheme or
whose participation exceeds one
or more tax allowances

Annual allowance of up to 30% of salary,
reduced proportionately for participants
in DB scheme

SHAREHOLDING REQUIREMENT
To strengthen alignment between
interests of EDs and those
of shareholders

EDs must build up a shareholding over
ﬁve years

CEO – 250% of salary
Other EDs – 150% of salary

Unvested LTIP or deferred shares are
not taken into account. Share price is
measured at end of each ﬁnancial year
All LTIP or deferred share awards vesting
(net of income tax and National Insurance
contributions) must be retained until
shareholding requirement met

PROVISIONS OF PREVIOUS POLICY THAT WILL CONTINUE TO APPLY – LTIP AWARDS MADE IN 2012 AND 2013
To align interests of EDs with those
of shareholders

The outstanding awards under the
LTIP will continue to form part of the
remuneration policy until vesting

A maximum of 175% of salary

Relative TSR and Earnings per Share
growth measures

NOTES TO THE POLICY TABLE
PERFORMANCE MEASURES AND TARGETS
The Committee selected the performance conditions because these are central to the company’s overall strategy and are the key metrics used by the EDs to
oversee the operation of the business. The performance targets are determined annually by the Committee following consultation with the Audit and Risk
Committee and are typically set at a level that is above the level of the company’s forecasts.
The Committee is of the opinion that the performance targets for the annual bonus are commercially sensitive in respect of the company and that it would be
detrimental to the interests of the company to disclose them before the start of the financial year. The targets will be disclosed after the end of the relevant
financial year in that year’s remuneration report.

Introduced the ‘commercially sensitive’
opt-out from prospective disclosure of
performance targets.

CHANGES TO REMUNERATION POLICY FROM THAT OPERATING IN 2013 AND 2012
Element

Operation of the component

Maximum potential value

Performance metrics used, weighting
and time period applicable

Base salary

No change

No change

No change

Beneﬁts

No change

No change

No change

Annual bonus

Previously no mandatory deferral
or claw back provision

No change

ua
al director
al
di
orr
Previously individual
KPI weightings

Long-term incentive

Introduction of claw back

Reduction in overall grant from 200%
of salary to 150% of salary to reﬂect
removal of EPS requirement

diition
ion ffor
or part
Removal of EPS condi
condition
oduction of
of award and introduction
ROCE underpin

Pension

No change

No change

No change

06

Included tabular disclosure of changes
to policy.

To see more on this example, refer to
page 6 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

Johnson Matthey Plc

1

The amounts shown are in respect of the cash supplements paid in lieu of pension only. The value of the increase in the defined benefit pension over the year, using a valuation factor
of 20, was for Neil Carson an additional £260,000, for Robert MacLeod an additional £5,000, for Larry Pentz an additional £80,000 and for Bill Sandford an additional £180,000.

2

Larry Pentz repatriated to the United States in 2012/13 and received specialist tax and pension advice and a one-off contractual relocation allowance.

3

Retired on 25th July 2012.

4

Appointed on 4th October 2012.

Explanation of Figures
Base salary / fees: Salary paid in year for executive directors and fees paid in year for non-executive directors.

The annual bonus performance target is budget proﬁt before
tax (PBT). This section of the company’s remuneration report
describes its approach to budget-setting and compares this
with consensus forecasts.

Benefits: All taxable benefits.
Pension: Cash supplements paid to directors. The footnote also shows the increase in the value of any defined benefit pension schemes.
Annual bonus: Annual bonus awarded for the year ended 31st March 2013. The figure includes any amounts deferred and awarded as shares.
LTIP: Shares vesting as a result of achievement of performance conditions over the three years to 31st March 2013. Shares will vest in July
2013 and the value is calculated using the average share price from 1st January 2013 to 31st March 2013, which was 2,301 pence.

Variable Pay – Additional Disclosures, Including Bases of Calculation and Outcomes

See Johnson Matthey Plc annual report and accounts 2013
page 119
www.matthey.com

1

118 Johnson Matthey / Annual Report & Accounts 2013 / Report of the Directors – Governance

Annual Bonus for the Year Ended 31st March 2013
The annual bonus for 2012/13 is based on the performance against budgeted underlying profit before tax (PBT). An annual bonus of
75% of base salary (prevailing as at 31st March 2013) is paid to the Chief Executive and 62.5% of base salary is paid to executive
directors if the group meets the annual budget. This bonus may rise on a straight line basis to a maximum of 150% of base salary for the
Chief Executive and 125% for executive directors if 110% of budgeted underlying PBT is achieved. Underlying PBT must reach 95% of
budget for the minimum threshold bonus of 15% to be payable to both the Chief Executive and the executive directors.
The annual budget target is set when budgets are approved in March, immediately prior to the new financial year. Budgets are built
from the bottom up and are subject to a rigorous process of challenge before final proposals are considered by the board. Further
information is used in the determination, including a consensus of industry analysts’ forecasts, provided by Vara Research. The Vara
consensus as at March 2012 (immediately prior to the financial year) was for an underlying PBT in the region of £425 million.
In line with the setting of challenging and stretching targets, the annual budget was set at a higher figure than the consensus. The
outcome was that threshold levels of PBT (95% of budget) were not reached and therefore no bonus is payable to the Chief Executive or
executive directors for 2012/13.
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Remuneration Report continued

ANNUAL REPORT & ACCOUNTS

The Management
Development and
Remuneration Committee
– Members, Terms of
Reference and Meeting
Structure
The Management Development and
Remuneration Committee is a committee
of the board and comprises all the
independent non-executive directors of the
company as set out on pages 92 and 93 and
the group Chairman.
The members of the MDRC during the
year were:

TECHNOLOGY
LEADERSHIP

•

Michael Roney (MDRC Chairman).

•

Alan Ferguson.

•

Sir Thomas Harris (until 25th July 2012).

•

Colin Matthews (from 4th October 2012).

•

Tim Stevenson.

•

Dorothy Thompson.

The MDRC’s terms of reference are
summarised on page 100 and include
determination on behalf of the board of fair
remuneration for the Chief Executive, the
other executive directors and the group
Chairman (in which case the group Chairman
does not participate). Non-executive
directors’ remuneration is determined by
the board, within the limits prescribed by
the company’s Articles of Association.

developing products to enhance quality of life

Non-executive remuneration consists of
fees, which are set following advice taken
from independent consultants and are
reviewed at regular intervals.
In addition, the MDRC assists the
board in ensuring that the company has
well developed plans for management
succession, including the recruitment and
development of senior management, along
with appropriate remuneration policies to
ensure that management are retained and
motivated. The MDRC also receives
recommendations from the Chief Executive
on the remuneration of those reporting to
him as well as advice from the Group
Director, Human Resources. The Group
Director, Human Resources acts as
secretary to the MDRC.
The full terms of reference of the MDRC
are available on our website in the Investor
Relations / Corporate Governance section.
In determining the remuneration
structure, the MDRC appoints and receives
advice from independent remuneration
consultants on the pay and incentive
arrangements prevailing in comparably sized
industrial companies in each country in
which Johnson Matthey has operations.
During the year, such advice was received
from the Hay Group, which also provided
advice on job evaluation, and from
PricewaterhouseCoopers LLP.
All advisors are appointed independently
by the MDRC. It regularly reviews the
advisers it uses and periodically retenders.

Section 1 – Summary of 2012/13 Remuneration Outcomes

Fees for services associated with the
development and implementation of
remuneration policy incurred during the
year were:
Advisor

£

Hay Group

67,905

PricewaterhouseCoopers LLP

9,000

The Hay Group’s fees also include fees for
the provision of information on international
pay data and trends. These data are used in
the development of regional and national
pay policies in countries where Johnson
Matthey operates.
PricewaterhouseCoopers LLP also
provide advice and tax compliance
services to the company in relation to
the administration of expatriates and
internationally mobile employees. Additionally,
PricewaterhouseCoopers LLP provide other
tax advice, tax audit work, completion of
overseas tax returns, advice on set up of new
overseas operations, some overseas payroll
services and reviews of some financial
controls. The fees associated with the
provision of these international services
are not included in the above figures.
A statement regarding the use of
remuneration consultants for the year
ended 31st March 2013 is available on
our website in the Investor Relations /
Corporate Governance section.

This section seeks to make plain the quantum of directors’ earnings in the past year and to provide an explanation as to how bonuses and
other elements of total pay were calculated.
The first element of this summary is the ‘single figure’ table, which seeks to make clear the total of all payments made to each director in
the year.

Single Figure Table of Remuneration
The table below sets out the total remuneration and breakdown of the elements each director received in relation to 2012/13. An explanation
of how the figures are calculated follows the table.
Pension1
£’000

Base salary / fees
£’000

Benefits
£’000

Annual bonus
£’000

LTIP
£’000

Total
£’000

Executive directors
Neil Carson
Robert MacLeod
Larry Pentz2
Bill Sandford

794
431
409
369

22
19
181
17

199
108
47
92

–
–
–
–

1,666
722
693
613

2,681
1,280
1,330
1,091

Non-executive directors
Tim Stevenson (Chairman)
Alan Ferguson
Sir Thomas Harris3
Colin Matthews4
Michael Roney
Dorothy Thompson

300
65
18
27
68
55

–
–
–
–
–
–

–
–
–
–
–
–

–
–
–
–
–
–

–
–
–
–
–
–

300
65
18
27
68
55

1

The amounts shown are in respect of the cash supplements paid in lieu of pension only. The value of the increase in the defined benefit pension over the year, using a valuation factor
of 20, was for Neil Carson an additional £260,000, for Robert MacLeod an additional £5,000, for Larry Pentz an additional £80,000 and for Bill Sandford an additional £180,000.

2

Larry Pentz repatriated to the United States in 2012/13 and received specialist tax and pension advice and a one-off contractual relocation allowance.

3

Retired on 25th July 2012.

4

Appointed on 4th October 2012.

Explanation of Figures
Base salary / fees: Salary paid in year for executive directors and fees paid in year for non-executive directors.
Benefits: All taxable benefits.

Key Topics Covered at MDRC Meetings
The MDRC meets at least three times per year. The principal activities are set out in the terms of reference and the timetable for specific
reviews and approval processes is set out below.
Meeting

Annual agenda items

May

Review of CEC and senior managers’ salary increases
Review of executive directors’ salary and bonus
Review of pay within the group
Approval of the Remuneration Report

Other agenda items

May or July

Approval of executive directors’ salary and bonus
Approval of LTIP allocation
Approval of LTIP vesting
Review of other senior managers’ salary increases and bonus payments

November

Management development and succession planning
Review of the share incentive plan
Update on remuneration issues
Review of remuneration policy

March

Preliminary review of draft Remuneration Report
Approval of bonus scheme rules
Review of the share incentive plan

Pension: Cash supplements paid to directors. The footnote also shows the increase in the value of any defined benefit pension schemes.
Annual bonus: Annual bonus awarded for the year ended 31st March 2013. The figure includes any amounts deferred and awarded as shares.
LTIP: Shares vesting as a result of achievement of performance conditions over the three years to 31st March 2013. Shares will vest in July
2013 and the value is calculated using the average share price from 1st January 2013 to 31st March 2013, which was 2,301 pence.

Variable Pay – Additional Disclosures, Including Bases of Calculation and Outcomes
1
Chairman’s fees
(every three years)

Annual Bonus for the Year Ended 31st March 2013
The annual bonus for 2012/13 is based on the performance against budgeted underlying profit before tax (PBT). An annual bonus of
75% of base salary (prevailing as at 31st March 2013) is paid to the Chief Executive and 62.5% of base salary is paid to executive
directors if the group meets the annual budget. This bonus may rise on a straight line basis to a maximum of 150% of base salary for the
Chief Executive and 125% for executive directors if 110% of budgeted underlying PBT is achieved. Underlying PBT must reach 95% of
budget for the minimum threshold bonus of 15% to be payable to both the Chief Executive and the executive directors.
The annual budget target is set when budgets are approved in March, immediately prior to the new financial year. Budgets are built
from the bottom up and are subject to a rigorous process of challenge before final proposals are considered by the board. Further
information is used in the determination, including a consensus of industry analysts’ forecasts, provided by Vara Research. The Vara
consensus as at March 2012 (immediately prior to the financial year) was for an underlying PBT in the region of £425 million.
In line with the setting of challenging and stretching targets, the annual budget was set at a higher figure than the consensus. The
outcome was that threshold levels of PBT (95% of budget) were not reached and therefore no bonus is payable to the Chief Executive or
executive directors for 2012/13.

In addition, the MDRC will normally carry out a major review of the structure of executive remuneration every three years, or more
frequently when circumstances require it.
In 2012/13 the committee met on four occasions, on 31st May 2012, 24th July 2012, 19th November 2012 and on 27th March 2013.
Attendance at the meetings is recorded in the Corporate Governance Report on page 101.

InterContinental Hotels
Group PLC

• cumulative annual growth in net rooms;
• IHG’s TSR relative to the DJGH index.

H – Pensions

The LTIP allows Executive Directors and other eligible executives to receive share awards, subject to the achievement of performance targets
set by the Committee, measured over a three-year period. Awards are made annually and, other than in exceptional circumstances, will not
exceed three times annual salary for Executive Directors.

• for UK executives, the executive section of the IC Plan, which has a DB section and a DC section (the UK DB Plan and the UK DC Plan
respectively);

Performance
measures

• cumulative annual like-for-like RevPAR growth; and

Payment
structure

LTIP

25% RevPAR

100%
shares

Following an extensive UK pension review and subsequent consultations with affected employees, it was announced on 29 September 2011
that the UK DB Plan would close to future accrual for existing members with effect from 1 July 2013. The UK DB Plan is already closed to new
entrants. A cap on pensionable salary increases of RPI plus 2.5% per annum became effective on 1 October 2011.
As part of the consultation with employees and the plan trustees about these changes, it was agreed that the Enhanced Early Retirement
Facility (EERF) would be retained. This provides an option for plan members, with the Company’s agreement, to retire within five years of
normal retirement age on accrued benefits without reduction. The level of plan funding provides for this facility. The Committee considered
that the reduction in risk and expense achieved by the closing of the UK DB Plan justified the cost of retaining this facility for existing
active members.

50% TSR

These performance measures are also used in the 2011/13 and
2012/14 LTIP cycles, granted in 2011 and 2012 respectively.
For the 2010/12 LTIP cycle, the performance measures were TSR
and EPS; details of structure and outcome are set out on page 72.

Why do we use these measures?
Net rooms growth

RevPAR growth

This measures the net growth in total
number of IHG hotel rooms over the duration
of the cycle relative to our major global
competitors. Together with the RevPAR
measure, it provides focus on ensuring a
balance between the quality of IHG hotels
and the speed at which IHG grows.

This measures success in growing our rates This measures the return to shareholders
for the rooms we have open for the duration by investing in IHG relative to our
of the cycle relative to the RevPAR growth of competitors in the DJGH index.
our major global competitors.

TSR

Performance measure

Weighting

Threshold
requirement

Threshold
performance

Maximum
requirement

Maximum
performance

Net rooms growth v
major competitors

25%

Equal to average growth
of comparator group

20%

Ranked as 1st in the
comparator group

100%

100%

RevPAR growth v
major competitors

25%

Equal to average growth
of comparator group

20%

Ranked as 1st in the
comparator group

TSR growth v
DJGH index

50%

Equal to index

20%

Outperform index by 8% or 100%
more per year (equivalent to
26% over three years)

For the 2013/15 LTIP cycle, the Committee resolved to grant maximum awards at 205% of base salary for the Executive Directors. Vesting
for points between Threshold and Maximum will be calculated on a straight-line basis.
In setting the TSR performance target, the Committee has taken into account a range of factors, including IHG’s strategic plans, historical
performance of the industry and FTSE 100 market practice.

• for executives outside the UK and US, the InterContinental Hotels Group International Savings and Retirement Plan, or other local plans.
As an alternative to the pension arrangements, a cash allowance may be taken in lieu by UK executives.

25% net rooms

Growth in net rooms and RevPAR are measured on a relative basis
against the comparator group, comprising the following major
globally branded competitors: Accor, Choice, Hilton, Hyatt, Marriott,
Starwood and Wyndham.

Annual Report and Financial Statements 2012

IHG operates the following pension arrangements in which the Executive Directors participate:

BUSINESS REVIEW

• IHG’s TSR relative to the DJGH index.

After testing the performance targets set at grant, the Committee will review the vesting outcomes of the net rooms and RevPAR measures
against an assessment of earnings and quality of Company financial performance over the period. The Committee may reduce the number
of shares which vest if they determine such an adjustment is appropriate. IHG’s performance and vesting outcomes will be fully disclosed
and explained in the relevant Directors’ Remuneration Report.

The Executive Directors participate as follows:

Net rooms growth

RevPAR growth

• Tracy Robbins participated in the executive UK DC Plan on the same basis as other senior UK-based executives until March 2012; from
April 2012 she received a cash allowance in lieu of pension benefits;

TSR

This measures success in growing our rates This measures the return to shareholders
This measures the net growth in total
number of IHG hotel rooms over the duration for the rooms we have open for the duration by investing in IHG relative to our
of the cycle relative to the RevPAR growth of competitors in the DJGH index.
of the cycle relative to our major global
our major global competitors.
competitors. Together with the RevPAR
measure, it provides focus on ensuring a
balance between the quality of IHG hotels
and the speed at which IHG grows.

Performance measure

Weighting

Threshold
requirement

Threshold
performance

Maximum
requirement

Maximum
performance

Net rooms growth v
major competitors

25%

Equal to average growth
of comparator group

20%

Ranked as 1st in the
comparator group

100%

RevPAR growth v
major competitors

25%

Equal to average growth
of comparator group

20%

Ranked as 1st in the
comparator group

100%

TSR growth v
DJGH index

50%

Equal to index

20%

Outperform index by 8% or 100%
more per year (equivalent to
26% over three years)

• Kirk Kinsell participates in the DC US 401(k) Plan and the DC US Deferred Compensation Plan.
Further details on the Executive Directors’ pension arrangements are shown on pages 75 and 76.

I – Executive share options
From 2006, executive share options have not formed part of the Company’s remuneration structure. Details of prior share option grants are
given on page 78.

J – Clawback in incentive plans
For awards made from January 2012, the ABP, APP and LTIP allow the Committee discretion to claw back unvested share awards in the
following circumstances:

GROUP FINANCIAL
STATEMENTS

In order to generate higher returns for our shareholders, we need to increase revenue share, improve operating efficiency and grow margins
through increasing the number of rooms we have available to sell, as well as generating more RevPAR for those rooms. By focussing on both
net rooms growth and RevPAR growth, we are rewarding the balanced approach to growth that will support the long-term increase in
shareholder value.

• Tom Singer does not participate in any pension plan and receives a cash allowance in lieu of pension benefits; and

GOVERNANCE

• Richard Solomons participates in the UK DB Plan and the ICETUS on the same basis as other senior UK-based executives;

Why do we use these measures?

• misconduct that causes significant damage or potential damage to IHG’s prospects, finances or brand reputation; and/or
• actions that lead to material misstatement or restatement of accounts.
This feature helps ensure alignment between executive rewards and shareholder returns.
PARENT COMPANY
FINANCIAL STATEMENTS

For the 2013/15 LTIP cycle, the Committee resolved to grant maximum awards at 205% of base salary for the Executive Directors. Vesting
for points between Threshold and Maximum will be calculated on a straight-line basis.
OTHER INFORMATION

In setting the TSR performance target, the Committee has taken into account a range of factors, including IHG’s strategic plans, historical
performance of the industry and FTSE 100 market practice.
After testing the performance targets set at grant, the Committee will review the vesting outcomes of the net rooms and RevPAR measures
against an assessment of earnings and quality of Company financial performance over the period. The Committee may reduce the number
of shares which vest if they determine such an adjustment is appropriate. IHG’s performance and vesting outcomes will be fully disclosed
and explained in the relevant Directors’ Remuneration Report.
There is no re-testing of performance targets under the LTIP, and awards lapse if they are not met.

68
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100%
shares

50% TSR

For the 2010/12 LTIP cycle, the performance measures were TSR
and EPS; details of structure and outcome are set out on page 72.

OVERVIEW

G – Long Term Incentive Plan (LTIP)

• for UK executives, ICETUS; this is an unfunded arrangement, but with appropriate security;

25% RevPAR

In order to generate higher returns for our shareholders, we need to increase revenue share, improve operating efficiency and grow margins
through increasing the number of rooms we have available to sell, as well as generating more RevPAR for those rooms. By focussing on both
net rooms growth and RevPAR growth, we are rewarding the balanced approach to growth that will support the long-term increase in
shareholder value.

Governance: Directors’ Remuneration Report continued

• for US executives, the DC US 401(k) Plan and the DC US Deferred Compensation Plan; and

LTIP

These performance measures are also used in the 2011/13 and
2012/14 LTIP cycles, granted in 2011 and 2012 respectively.

See InterContinental Hotels Group PLC annual report and
ﬁnancial statements 2012 page 68
www.ihgplc.com

The performance measures for the 2013/15 cycle are:

Payment
structure

25% net rooms

Growth in net rooms and RevPAR are measured on a relative basis
against the comparator group, comprising the following major
globally branded competitors: Accor, Choice, Hilton, Hyatt, Marriott,
Starwood and Wyndham.

A clear justiﬁcation for the choice of performance measures for
the Long-Term Incentive Plan (a similar disclosure is made for the
annual bonus).

• cumulative annual growth in net rooms;

Performance
measures

• cumulative annual like-for-like RevPAR growth; and

Directors’ Remuneration Report
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3 On target: maximum bonus is 100% of salary

Hikma
Pharmaceuticals PLC

3 Exceptional: maximum bonus is 200% of salary
The performance metrics for the annual bonus plan are reviewed and agreed by the Remuneration Committee each year to ensure that
they are appropriate to the current market conditions and position of Hikma and in order to ensure that they continue to remain challenging.
The performance metrics applied in 2012 were:

Threshold weighting
between targets

Hikma explains how the bonus and share awards are cascaded
down the employee population and explains how pay and
conditions elsewhere in the group are taken into account.
See Hikma Pharmaceuticals PLC annual report 2012 page 89
www.hikma.com

PROFIT AFTER TAX

OPERATIONAL MILESTONES

PERSONAL BUSINESS
TARGETS

TOTAL

50%

30%

20%

100%

The Remuneration Committee, as stated earlier in the report, will be using the same maximum bonus potential and type of performance
conditions for 2013.

Hikma Employee Context
The Committee ensures that employee’s remuneration across the Group is taken into consideration when reviewing executive remuneration
policy. Disclosing a range of what is actually received for each HR Grade is likely to give rise to ever greater remunerations increases across
the whole of Hikma and reduces the ability to reward for superior performance.
The Committee reviews internal data of the sort described and is satisﬁed that the level of remuneration is proportionate across the
HR grades. We have disclosed the potential performance related pay below.
Executive Directors
Senior Management
Management
Other

BONUS

SHARE AWARD

200%
150%
75%
25%

300%
200%
50%
0%

The pay of employees in the MENA region increased signiﬁcantly during the year, chieﬂy as a result of the Arab Spring. As the Executive Directors
are based in this region, an element of this rise was taken into account. The Committee does not directly consult employees, but receives regular
updates on employee feedback through the Group HR department.

Management Incentive Plan
The 2009 Management Incentive Plan (“MIP”) was approved by shareholders at the 2010 Annual General Meeting, whereby shareholders
consented to Hikma satisfying awards under the MIP from newly issued shares. Under the MIP, Hikma makes grants of conditional
awards to management across the Group below senior management level. Awards are subject to the satisfaction of individual and group
performance targets.

Bonus

4.3 REMUNERATION REPORTS

continued

The Committee’s policy position is for bonuses to be in the Median to Upper Quartile range and be subject to fulﬁlment of performance.
The maximum levels of bonus that executives may receive are dependent on performance:
3 On target: maximum bonus is 100% of salary
3 Exceptional: maximum bonus is 200% of salary

Executive Directors’ Remuneration Policy

POLICY
Our Core Principles
The Remuneration Committee reviews Group remuneration policy
on an annual basis to ensure it remains appropriate. The Committee
aims to ensure that remuneration for the Executive Directors and
senior management:
3 Enhances the achievement of Hikma’s strategic aims
3 Takes account of employment conditions both inside and
outside Hikma
3 Aligns the interests of all employees, management and directors
with those of shareholders
3 Takes account of Hikma’s Corporate Social Responsibility
programme, including environmental, social and governance issues
3 Is aligned with Hikma’s founding principle of Business Integrity
The Remuneration Committee has oversight of the main compensation
structures throughout the Group. In addition, in respect of the Committee’s
speciﬁc review for Executive Directors, the Committee is satisﬁed that
the Group’s incentive structures are consistent with the risk proﬁle of
Hikma and encourage a long-term sustainable view to be taken by
participants. Hikma continues to encourage employees to increase
share ownership throughout the Group, using its share incentive plans.
The Committee has been particularly sensitive to the external
factors set out above affecting a number of the countries in which
it has operations and has ensured that throughout the Group any
short-term risks have appropriately been reﬂected in the remuneration
structures.
FACTORS AFFECTING REMUNERATION POLICY

Changing
market
practice

IMPROVING LIVES...
HIKMA PHARMACEUTICALS PLC
ANNUAL REPORT 2012

Market
conditions
affecting the
company

The Committee reviewed Hikma’s compensation policy during the year,
made certain enhancements and concluded that the policy continues
to remain appropriate.
The Committee believes that:
3 Fixed Compensation (salary, pension and beneﬁts)
must be sufﬁcient to attract individuals of the right calibre and
ensure that they are not signiﬁcantly under remunerated when
compared to their peers. Compensation that is too low can
be a distraction and retention disadvantage. However, ﬁxed
compensation is not the prime driver of performance;
3 Performance Based Compensation (bonus and share plans)
provide executives with the potential to be compensated in line
with their peers, providing the overall performance of the Group
is strong, taking into account the long-term trajectory of the Group.
Such compensation is discretionary and not pensionable.
The Committee views that by putting a strong bias on performance
related compensation, executives are encouraged to perform to the
highest of their abilities.
The policy supports the performance based culture of Hikma.
Fixed costs are minimised and total short-term compensation (salary,
beneﬁts and bonus) will only reach and exceed the median if the
performance-based bonus is earned for the relevant ﬁnancial year.
The policy in respect of long-term incentives and potential
compensation value is an extension of the policy on total short-term
compensation. Executives will receive a market competitive package
only if solid performance is achieved.
In formulating the application of its policy for 2012 and future
years, the Remuneration Committee has been cognisant of the evolving
landscape in compensation. The Remuneration Committee also believes
that many of the principles proposed by the Department of Business,
Innovation and Skills, UK Corporate Governance Code and by institutional
shareholders and their representative bodies are already in operation
or embedded within Hikma’s compensation framework.

The performance metrics for the annual bonus plan are reviewed and agreed by the Remuneration Committee each year to ensure that
they are appropriate to the current market conditions and position of Hikma and in order to ensure that they continue to remain challenging.
The performance metrics applied in 2012 were:

Threshold weighting
between targets

PROFIT AFTER TAX

OPERATIONAL MILESTONES

PERSONAL BUSINESS
TARGETS

TOTAL

50%

30%

20%

100%

The Remuneration Committee, as stated earlier in the report, will be using the same maximum bonus potential and type of performance
conditions for 2013.

Hikma Employee Context
The Committee ensures that employee’s remuneration across the Group is taken into consideration when reviewing executive remuneration
policy. Disclosing a range of what is actually received for each HR Grade is likely to give rise to ever greater remunerations increases across
the whole of Hikma and reduces the ability to reward for superior performance.
The Committee reviews internal data of the sort described and is satisﬁed that the level of remuneration is proportionate across the
HR grades. We have disclosed the potential performance related pay below.
Executive Directors
Senior Management
Management
Other

BONUS

SHARE AWARD

200%
150%
75%
25%

300%
200%
50%
0%

The pay of employees in the MENA region increased signiﬁcantly during the year, chieﬂy as a result of the Arab Spring. As the Executive Directors
are based in this region, an element of this rise was taken into account. The Committee does not directly consult employees, but receives regular
updates on employee feedback through the Group HR department.

Management Incentive Plan
The 2009 Management Incentive Plan (“MIP”) was approved by shareholders at the 2010 Annual General Meeting, whereby shareholders
consented to Hikma satisfying awards under the MIP from newly issued shares. Under the MIP, Hikma makes grants of conditional
awards to management across the Group below senior management level. Awards are subject to the satisfaction of individual and group
performance targets.

Recruitment
market in
the Company’s
sector

GROUP
REMUNERATION
POLICY

Current
economic
climate

Institutional
shareholders
and their
representative
bodies
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DIRECTORS’ REMUNERATION POLICY

Statement of consideration of employment
conditions elsewhere in the group (not auditable)
This is an extension of the requirement under the 2008 regulations to describe how
pay and conditions of employees were taken into account and requires that companies
must state whether employees were consulted when directors’ remuneration policy
was set and whether any comparison metrics were used.

What is required:

Paragraph 38 of the Regulations

k A statement of how pay and conditions of employees were taken into account
when setting directors’ remuneration policy.

k Whether, and if so how, the company consulted with employees when drawing
up the directors’ remuneration policy.

k Whether any remuneration comparison measurements were used and if so how.
What could add value:
k Evidence that the remuneration committee reviews group-wide pay data.
k Reference to any employee survey undertaken and any relevant questions asked.
k Details of any data used by the remuneration committee relating to broader employee pay.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

DIRECTORS’ REMUNERATION POLICY continued

DIFFERENCES IN REMUNERATION POLICY FOR ALL EMPLOYEES

FUTURE POLICY TABLE continued
How the element supports
our strategic objectives

Operation of the element

Maximum potential value and
payment at threshold

Performance metrics used, weighting
and time period applicable

All employees of Generico are entitled to base salary, benefits, pension and annual bonus. The maximum
opportunity available is based on the seniority and responsibility of the role.

Under the DB scheme, a maximum of
two-thirds of ﬁnal salary accrued at
1/60th for each year of service

None

Conditional share awards are only available to senior executives and directors. Since 2012, share options
grants have been made only to employees below senior executive level.

PENSION
To provide funding for retirement

DB scheme closed to new entrants
Cash allowance available for those
not participating in DB scheme or
whose participation exceeds one
or more tax allowances

STATEMENT OF CONSIDERATION OF EMPLOYMENT CONDITIONS
ELSEWHERE IN THE COMPANY

Annual allowance of up to 30% of salary,
reduced proportionately for participants
in DB scheme

The Committee invites the HR Director to present at its meeting in March on the proposals for salary
increases for the employee population generally and on any other changes to remuneration policy
within the company. The Committee limits any salary increases for EDs to the inflationary increase
available to employees unless there has been a change in role.

SHAREHOLDING REQUIREMENT
To strengthen alignment between
interests of EDs and those
of shareholders

EDs must build up a shareholding over
ﬁve years

CEO – 250% of salary
Other EDs – 150% of salary

Unvested LTIP or deferred shares are
not taken into account. Share price is
measured at end of each ﬁnancial year

The HR Director consults with the Committee on the KPIs for EDs’ bonuses and the extent to which
these should be cascaded to other employees. The Committee approves the overall annual bonus cost
to the company each year. The Committee has oversight over the grant of all LTIP awards across
the company.

All LTIP or deferred share awards vesting
(net of income tax and National Insurance
contributions) must be retained until
shareholding requirement met

PROVISIONS OF PREVIOUS POLICY THAT WILL CONTINUE TO APPLY – LTIP AWARDS MADE IN 2012 AND 2013
To align interests of EDs with those
of shareholders

The outstanding awards under the
LTIP will continue to form part of the
remuneration policy until vesting

A maximum of 175% of salary

Relative TSR and Earnings per Share
growth measures

The company will be including questions on the appropriateness of the pay arrangements within the
company in its Your Direction employee survey in the coming year. It does not specifically invite
employees to comment on the directors’ remuneration policy but any comments made by employees
are taken into account.
The Committee is provided with data on the remuneration structure for senior management in the
three tiers below ED and uses this information to work with the human resources team to ensure
consistency of approach throughout the company.

NOTES TO THE POLICY TABLE
PERFORMANCE MEASURES AND TARGETS
The Committee selected the performance conditions because these are central to the company’s overall strategy and are the key metrics used by the EDs to
oversee the operation of the business. The performance targets are determined annually by the Committee following consultation with the Audit and Risk
Committee and are typically set at a level that is above the level of the company’s forecasts.
The Committee is of the opinion that the performance targets for the annual bonus are commercially sensitive in respect of the company and that it would be
detrimental to the interests of the company to disclose them before the start of the financial year. The targets will be disclosed after the end of the relevant
financial year in that year’s remuneration report.

CHANGES TO REMUNERATION POLICY FROM THAT OPERATING IN 2013 AND 2012
Element

Operation of the component

Maximum potential value

Performance metrics used, weighting
and time period applicable

Base salary

No change

No change

No change

Beneﬁts

No change

No change

No change

Annual bonus

Previously no mandatory deferral
or claw back provision

No change

Previously individual director
KPI weightings

Long-term incentive

Introduction of claw back

Reduction in overall grant from 200%
of salary to 150% of salary to reﬂect
removal of EPS requirement

Removal of EPS condition for part
of award and introduction of
ROCE underpin

Pension

No change

No change

No change

APPROACH TO RECRUITMENT REMUNERATION
Generico operates in a highly specialised sector and many of its competitors for talent are outside
the UK. The Committee’s approach to recruitment remuneration is to pay no more than is necessary
to attract appropriate candidates to the role.
Where it is necessary to ‘buy out’ an individual’s awards from a previous employer, the Committee will
seek to match the expected value of the awards by granting awards that vest over a time frame similar to
those given up, with a commensurate reduction in quantum where the new awards will be subject to
performance conditions that are not as stretching as those on the awards given up.
Any new ED’s package would include the same elements, and be subject to the same constraints,
as those of the existing EDs, as shown below.
Element of remuneration

Salary

Maximum percentage of salary

–

Beneﬁts

Dependent on circumstances

Annual bonus

150%/175%*

Long-term incentives

100%/125%*

Pension allowance

30%

* Higher percentage payable for CEO appointment

DIFFERENCES IN REMUNERATION POLICY FOR ALL EMPLOYEES
All employees of Generico are entitled to base salary, benefits, pension and annual bonus. The maximum
opportunity available is based on the seniority and responsibility of the role.
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Conditional share awards are only available to senior executives and directors. Since 2012, share options
grants have been made only to employees below senior executive level.

STATEMENT OF CONSIDERATION OF EMPLOYMENT CONDITIONS
ELSEWHERE IN THE COMPANY

Explained the process for informing the
Remuneration Committee of pay and
conditions elsewhere in the group.

The Committee invites the HR Director to present at its meeting in March on the proposals for salary
increases for the employee population generally and on any other changes to remuneration policy
within the company. The Committee limits any salary increases for EDs to the inflationary increase
available to employees unless there has been a change in role.
The HR Director consults with the Committee on the KPIs for EDs’ bonuses and the extent to which
these should be cascaded to other employees. The Committee approves the overall annual bonus cost
to the company each year. The Committee has oversight over the grant of all LTIP awards across
the company.

Noted that employees will not be
consulted directly on directors’
remuneration policy.

The company will be including questions on the appropriateness of the pay arrangements within the
company in its Your Direction employee survey in the coming year. It does not specifically invite
employees to comment on the directors’ remuneration policy but any comments made by employees
are taken into account.
The Committee is provided with data on the remuneration structure for senior management in the
three tiers below ED and uses this information to work with the human resources team to ensure
consistency of approach throughout the company.

APPROACH TO RECRUITMENT REMUNERATION
Generico operates in a highly specialised sector and many of its competitors for talent are outside
the UK. The Committee’s approach to recruitment remuneration is to pay no more than is necessary
to attract appropriate candidates to the role.
Where it is necessary to ‘buy out’ an individual’s awards from a previous employer, the Committee will
seek to match the expected value of the awards by granting awards that vest over a time frame similar to
those given up, with a commensurate reduction in quantum where the new awards will be subject to
performance conditions that are not as stretching as those on the awards given up.
Any new ED’s package would include the same elements, and be subject to the same constraints,
as those of the existing EDs, as shown below.
Element of remuneration

Maximum percentage of salary

Salary

–

Beneﬁts

Dependent on circumstances

Annual bonus

150%/175%*

Long-term incentives

100%/125%*

Pension allowance

30%

* Higher percentage payable for CEO appointment

07

To see more on this example, refer to
page 7 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

Unilever PLC
Combines the requirement to explain consideration of conditions
elsewhere in the group with the clariﬁcation over differences in
pay policy for directors and other employees.
See Unilever PLC annual report and accounts 2012 page 69
www.unilever.com
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Remuneration policy – supplementary information
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ABOUT UNILEVER

GOVERNANCE

FINANCIAL STATEMENTS

SHAREHOLDER INFORMATION

DIRECTORS’ REMUNERATION REPORT continued

ANNUAL REPORT
AND ACCOUNTS 2012

MAKING
SUSTAINABLE LIVING
COMMONPLACE

Remuneration policy for new hires

Executive Director severance payment policy

In the event of hiring a new Executive Director, the Committee
will typically align the remuneration package with the above
remuneration policy. However, the Committee retains the
discretion to make remuneration proposals on hiring a new
Executive Director which are outside the standard policy to
facilitate the hiring of someone of the calibre required to deliver
the Group’s strategy.

The Group operates the following policy in respect of
exit payments:

In determining appropriate remuneration arrangements on
hiring a new Executive Director, the Committee will take into
consideration all relevant factors (including but not limited to
quantum, the type of remuneration being offered, the impact on
existing remuneration arrangements for other Unilever executives
and the jurisdiction the candidate was recruited from) to ensure
that arrangements are in the best interests of both Unilever
and its shareholders without paying more than is necessary.
The Committee may make awards on hiring an external candidate
to ‘buyout’ remuneration arrangements forfeited on leaving
a previous employer. In doing so the Committee will take account
of relevant factors including any performance conditions attached
to these awards, the form in which they were granted (eg cash or
shares) and the time over which they would have vested. Generally
buy-out awards will be made on a comparable basis.

ɒ Executive Directors are subject to a notice period of 12 months
from Unilever and six months’ notice from the Executive
Director in line with both the practice of many comparable
companies and the entitlement of other senior executives
in Unilever.
ɒ Severance payments in relation to the service contract are
limited to no more than one year’s base salary plus the fixed
allowance and other benefits, unless the Boards, at the
proposal of the Committee, find this manifestly unreasonable
given the circumstances or unless dictated by applicable law.
ɒ The Committee has the discretion to determine appropriate
bonus amounts and vesting of share-based awards taking
into consideration the circumstances in which an Executive
Director leaves.

In the event of a change of control, matching shares awarded
under the MCIP and shares awarded under the GSIP will generally
vest based on performance at that time and may, at the discretion
of the Board, be pro-rated for time. Alternatively, participants may
be required to exchange their awards for equivalent awards over
shares in the acquiring company.

AT A GLANCE...

ɒ 12 months’ notice from Unilever
ɒ 6 months’ notice from the Executive Director
ɒ Severance payments limited to base salary
and fixed allowance and benefits
ɒ Incentives typically pro-rated for time and
performance for ‘good leavers’ only

Non-Executive Directors’ letters of appointment
The terms of engagement of Non-Executive Directors are
set out in letters of appointment. Non-Executive Directors are
currently appointed for a three-year term, subject to satisfactory
performance, re-nomination and re-election at annual
shareholder meetings. Non-Executive Directors may terminate
their engagement upon three months’ notice. The letters of
appointment do not contain provision for notice periods or
compensation if their appointments are terminated by Unilever.

Executive Directors
If Executive Directors cease to be Directors, this shall be deemed
to be under notice by Unilever of termination of employment. Paul
Polman’s service contract is dated 7 October 2008 and Jean-Marc
Huët’s service contract is dated 19 March 2010.
The Executive Directors’ service contracts provide that their
remuneration is reviewed (although not necessarily increased)
at least on an annual basis and that Unilever reimburses them
for all reasonable business expenses.

Non-Executive Director
Michael Treschow
Louise Fresco
Ann Fudge
Charles Golden
Byron Grote
Sunil B Mittal
Hixonia Nyasulu
Sir Malcolm Rifkind
Kees Storm
Paul Walsh

Date first
appointed to the
Board

Effective date of
current letter of
appointment

16 May 2007
14 May 2009
14 May 2009
9 May 2006
9 May 2006
12 May 2011
16 May 2007
12 May 2010
9 May 2006
14 May 2009

15 May 2007
25 May 2009
7 June 2009
17 May 2007
16 May 2007
12 May 2011
15 May 2007
13 May 2010
15 May 2007
21 May 2009

All Non-Executive Directors were re-appointed to the Boards
at the 2012 AGMs. The unexpired term for all Non-Executive
Directors’ letters of appointment is the period up to the 2013
AGMs, as they all, unless they are retiring, submit themselves
for annual re-election.
With effect from the 2013 AGMs, all Non-Executive Directors
will sign new letters of appointment. Continuation of appointment
is subject to satisfactory performance, re-nomination at the
discretion of the Boards on the recommendation of the
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Remuneration policy – supplementary information
Differences in pay policy for directors and other
employees generally
Remuneration arrangements are determined throughout the
Group based on the same principle – that reward should support
our business strategy and should be sufficient to attract and
retain high-performing individuals without paying more than
is necessary. Unilever is a global organisation with employees
at a number of different levels of seniority and in a number of
different countries and while this principle underpins all reward
arrangements, the way it is implemented varies by geography and
level. All senior management participate in the MCIP and receive
long-term incentive awards.

In considering appointments to the Boards, the Directors and
Unilever give due consideration to the time commitment required
to fulfil the role appropriately.

Unilever Annual Report and Accounts 2012

Unilever employs over 170,000 people in 96 locations and given
this geographic spread the Committee did not consider that it was
appropriate to consult employees on the remuneration policy for
Executive Directors during the year.

Unilever’s fee levels reflect the commitment and contribution
expected by the Group and are set taking into account Unilever’s
Group-wide reward philosophy. Fee levels are benchmarked at
regular intervals against those paid in other global non-financial
companies based in Europe.

Incentive awards granted to Executive Directors that are not
subject to performance metrics
No incentive awards were made without performance metrics
in the year.

With effect from 1 January 2012, Unilever moved to a modular
fee structure for Non-Executive Directors to better reflect the
roles and responsibilities for Committee membership and
Chairmanship. The fees are split 50:50 between PLC (in sterling)
and NV (in euros). Fees for the Chairman and Vice-Chairman
are all-inclusive.

Consideration of shareholder views
The Committee takes the views of shareholders very seriously
and these views have been influential in shaping our policy and
practice. Over the last 12 months we have maintained an open and
regular dialogue with our shareholders on remuneration matters
including consulting with our largest shareholders in the UK and
the Netherlands on the performance metrics for the long-term
incentive arrangements and the revised format of the Report.

There were no fee increases to the Non-Executive Director
fee levels for 2013.
NV

Chairman

PLC

€313,570

and

£275,000

Vice-Chairman

€94,070

and

£82,500

Basic Non-Executive fee

€42,760

and

£37,500

Committee Chair:
Audit

€17,100

and

£15,000

Nominating and Corporate
Governance

€11,400

and

£10,000

Compensation and Management
Resources

€11,400

and

£10,000

Corporate Responsibility

€11,400

and

£10,000

Committee Members:
Audit

€8,550

and

Remuneration scenarios – our emphasis on
performance-related pay
It is Unilever’s policy that the total remuneration package for
Executive Directors should be competitive with other global
companies and that a significant proportion should be
performance-related.
The Committee typically reviews, on at least an annual basis,
the impact of different performance scenarios on the potential
reward opportunity and pay-outs to be received by Executive
Directors and the alignment of these with the returns that might
be received by shareholders.

£7,500

Nominating and Corporate
Governance

€5,700

and

£5,000

Compensation and Management
Resources

€5,700

and

£5,000

Corporate Responsibility

€5,700

and

£5,000

Unilever Annual Report and Accounts 2012
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feedback on the work of the Committee
and the key issues that it is considering.
The feedback received has been helpful
in informing the Committee’s decisions.

Describes its approach to liaison with wider employee groups.
See SSE plc annual report 2013 page 89
www.sse.com

1.
Governance

Reliable and
Sustainable
SSE plc Annual Report 2013

Members and meetings
Membership

Attended/scheduled

Lady Rice
(Committee Chairman)

5/5

Richard Gillingwater

5/5

Lord Smith of Kelvin

5/5

Katie Bickerstaffe

5/5

The membership of the Committee
comprises three independent nonExecutive Directors plus the Chairman of
SSE. They represent diverse backgrounds
and experience. This is designed to
provide balance and diversity within the
Committee. Informal consultation among
the Committee members, and also with
other non-Executive Directors, takes
place outside the scheduled meetings
as necessary.

November

Votes for

%

556,243,654 98.9%

Votes against

%

6,166,812

1.1%









Terms of Reference of the Committee
sets the Total Remuneration Policy on
behalf of the Board;
approves the detailed remuneration
terms of the Executive Directors
including their service contract and
the impact on senior management
remuneration;
approves the remuneration of the
Chairman, however the Chairman is
not present for discussions on his own
remuneration;
approves the design and performance
targets of incentive schemes;
grants awards under the Company’s
Long-term Incentive Plan to all senior
managers; and
reviews the total remuneration of the
Management Board and other senior
executives below Board level.
Advisors
the Chief Executive, the Director of
Human Resources, and SSE’s Head of
Reward, advised the Committee on
matters relating to the appropriateness
of awards for the Executive Directors
and senior executives although they
were not present for any discussions
on their own remuneration;






the Director of Human Resources and
SSE’s Head of Reward advised on HR
strategy and the application of policies
across the organisation;
Deloitte LLP provided a range of
advice to the Committee which
included market information drawn
from published surveys, governance
developments and their application to
the Company, advice on the appropriate
structure of short-term incentives,
long-term incentives, and comparator
group pay and performance. Deloitte
LLP received fees of £75,550 in relation
to their work for the Committee. They
were appointed by the Committee.
Deloitte LLP also provides ad hoc tax
advice to SSE plc. Deloitte LLP is one of
the founding members of, and adheres
to, the Remuneration Consultants’
Group Code of Conduct. During the
year the Committee reviewed Deloitte’s
performance in relation to this Code
and remained satisfied that the advice
provided was independent; and
Bank of America Merrill Lynch provided
advice on shareholder views. They were
appointed by the Committee for these
services. They did not receive any fees
relating specifically to these services,
and they are retained as SSE’s brokers.

Shareholder consultation
Lady Rice, on behalf of the Committee,
undertook a consultation with a number
of institutional shareholders in April and
May 2013 regarding a broad range of
remuneration issues including the leaving
arrangements for Ian Marchant, the
appointment terms for Alistair PhillipsDavies and Gregor Alexander in their
new roles, and changes to the Dividend

Regular items

Other items

Directors Remuneration Report. Approval of
Performance Share Targets and 2012 Grants.
Approval of Vesting Awards. 2012 annual
incentive out-turn approval.

Discussion around introduction of clawback.
SSE response to BIS consultation.

External governance environment update.
Performance Share Plan forecasts.

Review of Remuneration Consultants Group
Code of Conduct.

January
March (2 meetings)
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Remuneration Report (continued)
Remuneration in 2012/13

2012 voting
At the SSE Annual General Meeting held
on 26 July 2012, shareholders approved
the Remuneration Report for the year
ended 31 March 2012. Below is the result
of the resolution, which required a simple
majority of the votes to be cast in favour
in order for the resolution to be passed.

Remuneration agenda 2012/13

May

2.

Governance

Remuneration Report (continued)
Introduction

Governance
The Remuneration Committee’s
composition, responsibilities and operation
complied with Section D of the UK Corporate
Governance Code. In forming remuneration
policy, the Committee has given full
consideration to the best practice provisions
set out in the Code. This report sets out the
Company’s policy on Executive Directors’
remuneration for the year ended 31 March
2013 and complies with the regulations
made under the Companies Act 2006.
The report will be presented at the AGM on
25 July 2013 for approval and shareholders
will be able to ask questions on the report
at the AGM.

C

Consideration of conditions elsewhere in the Group
When determining the pay of Executive Directors the Committee
considers the pay arrangements for other employees in the Grou
to ensure that remuneration arrangements for Executive
Directors remain reasonable.

Consideration of conditions elsewhere in the Group
When determining the pay of Executive Directors the Committee
considers the pay arrangements for other employees in the Group
to ensure that remuneration arrangements for Executive
Directors remain reasonable.

Non-Executive Directors receive annual fees from NV and PLC.
No other remuneration is given in respect of their non-executive
duties. The Boards determine non-executive fee levels within
a total annual limit specified in PLC’s Articles of Association.
In 2007 shareholders approved an increase in the limit for PLC
to £2,000,000 and to €3,000,000 for NV.

SSE plc

Role of the Remuneration
Committee

C.
ve

Non-Executive Directors are encouraged to build up a personal
shareholding of at least one-times their annual fees over the five
years from 1 January 2012 (or appointment if later).

Differences in pay policy for directors and other
employees generally
Remuneration arrangements are determined throughout the
Group based on the same principle – that reward should support
our business strategy and should be sufficient to attract and
retain high-performing individuals without paying more than
is necessary. Unilever is a global organisation with employees
at a number of different levels of seniority and in a number of
different countries and while this principle underpins all reward
arrangements, the way it is implemented varies by geography an
level. All senior management participate in the MCIP and receive
long-term incentive awards.

Non-Executive Directors’ fees
Typically for ‘good leavers’, bonus amounts (as estimated by the
Committee) and other share-based awards will be pro-rated for
time in service to termination and will, subject to performance,
be paid at the usual time. Good leavers will be determined at
the discretion of the Board in appropriate circumstances.

Treatment of share-based incentives in the event
of a change of control

Service contracts

Nominating and Corporate Governance Committee and
re-election at forthcoming annual shareholder meetings.
The new letters of appointment allow for Unilever to terminate
a Non-Executive Director’s appointment in cases of gross
misconduct, bankruptcy or where the Non-Executive Director
is prevented from occupying such a position by law. The new
letters of appointment do not contain provision for notice periods
or compensation if their appointments are terminated by Unilever.
As with the current letters of appointment, Non-Executive
Directors may terminate their engagement upon three months’
notice. Except in exceptional circumstances, the Boards will not
propose Non-Executive Directors for re-nomination when nine
years have elapsed since the date of their appointment.

Non-Executive Directors are encouraged to build up a personal
shareholding of at least one-times their annual fees over the five
years from 1 January 2012 (or appointment if later).

Discussion around leaving arrangements
for Ian Marchant.
Review of Chief Executive’s salary and Chairman’s
fee. Establishment of the 2013/14 annual incentive
performance targets.

Review of remuneration arrangements for
Alistair Phillips-Davies and Gregor Alexander
following change of responsibilities.

The Committee fully embraces the objectives of the
Department of Business, Innovation and Skills (BIS) in
creating a transparent and consistent approach to full
reporting. We have aimed to adopt a number of the
draft recommendations in this report.
Per Share (DPS) metric in the 2013
Performance Share Plan. Lady Rice and
the Committee find these consultation
meetings a valuable opportunity to receive
feedback on the work of the Committee
and the key issues that it is considering.
The feedback received has been helpful
in informing the Committee’s decisions.
Employee representatives
The Head of Reward provided an
update to all SSE-recognised trade
unions in March 2013 explaining the
Company’s position on Executive
remuneration. This covered many of the
policy positions explained in this report.
He explained the Committee’s view
on current items such as the recent
Department of Business, Innovation
and Skills (BIS) proposals on Executive
remuneration, career shares, clawback,
the remuneration position regarding
the outgoing CEO and the approach to
senior management pay and benefits.
The Company will continue to liaise with
employee representative bodies in the
future and welcomes their views and
opinions on remuneration issues.

At a glance
How has this Remuneration Report
been put together?
In January 2012 the UK government
recommended that remuneration reports
should comprise two sections: one setting
out how remuneration policy has been
implemented in the previous year (for SSE,
2012/13); and one setting out future policy
for Executive remuneration. With sections
on Remuneration in 2012/13 (pages 89
to 93) and on Remuneration for 2013/14
and beyond (pages 94 to 97), this Report
follows that structure.
What are the principles of the SSE
Executive Remuneration Policy?
attract and retain Executive Directors
who run the Company effectively for
the benefit of shareholders, customers
and employees;







adopt a competitive and straightforward
approach to total remuneration, which
meets shareholder expectations;
reinforce the culture and teamwork
to deliver the long-term growth and
sustainability of the business; and
set Total Remuneration Policy at
levels which promote the long-term
development of the business and reward
individuals in line with performance.

What was new in 2012/13?
Ian Marchant’s retirement was announced
in January 2013. The remuneration terms to
be applied on exit are derived from his terms
of employment or through the rules of the
relevant incentive plans. The Committee
agreed that the terms should be disclosed
in SSE’s results statement on 22 May 2013.
Specifically, Ian Marchant will continue
to receive his salary until he steps
down on 30 June 2013. He will also
have the opportunity to receive a prorata annual incentive payment based
on the Committee’s assessment of his
performance up to 30 June. Ian Marchant’s
terms of employment provide for a pension
of around £420,000 payable from age 60.
This pension is provided by two schemes,
the Southern Electric Pension Scheme
(SEPS) and an Unfunded Unapproved
Retirement Benefit Scheme (UURBs).
As previously disclosed, Ian Marchant
has the option to request that the SEPS
element of his pension is payable from
age 55. If this request is made it would
be subject to actuarial reduction.
Ian Marchant also has the option to
request that the portion of his pension
provided through the UURBs is paid as
a commuted lump sum. If Ian Marchant
makes this request, the Committee
would consider the financial health
of the Company and, if appropriate,
would offer him a cash-out payment,
which in its judgement and that of its
actuaries was deemed to be broadly
cost neutral to SSE.

Ian Marchant will for the purposes
of his share plans be treated as a good
leaver and based on the number of
months that he will have been employed
he will be entitled to receive 27/36ths of
any award that may vest under the 2011
Performance Share Plan. At his request,
participation in the 2012 plan, where
he could have received 15/36ths of any
award that may vest, has been cancelled.
The Committee also noted that Ian
Marchant decided to waive his annual
incentive payment for 2012/13 (see page 95).
Alistair Phillips-Davies will replace Ian
Marchant as Chief Executive and Gregor
Alexander will also take on increased
responsibilities in his expanded role in
supporting and deputising for the Chief
Executive in July 2013. With this in mind,
their remuneration arrangements were
reviewed, resulting in both receiving
increases in basic salary to £755,000
and £610,000 respectively with effect
from July 2013. They received no
increase in salary on 1 April 2013
and their next formal salary review
will be in April 2014.
The Committee also considered revised
Performance Share Plan criteria to take
account of the dividend policy from April
2013. The Committee introduced a revised
DPS target to align to the policy. This has
been discussed with key stakeholders
as part of the Committee Chairman’s
consultation exercise. The new target
will mean a threshold payout of 25%
for achieving DPS growth at RPI, rising to
100% payout if RPI plus 4% is achieved.
When considering the level of vesting
at the end of the performance period,
the Committee will ensure that a
suitable level of dividend cover has
been maintained throughout the
performance period.
The Committee continued to discuss the
evolving developments in respect of the
BIS proposals on Executive Remuneration.
The Committee agreed to adopt a number
of the proposals at an early stage rather
than wait until they become a formal
requirement in 2014.
The Committee was also mindful that
a number of the BIS proposals remain
in draft form at the time of writing this
report.
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Employee representatives
The Head of Reward provided an
update to all SSE-recognised trade
unions in March 2013 explaining the
Company’s position on Executive
remuneration. This covered many of the
policy positions explained in this report.
He explained the Committee’s view
on current items such as the recent
Department of Business, Innovation
and Skills (BIS) proposals on Executive
remuneration, career shares, clawback,
the remuneration position regarding
the outgoing CEO and the approach to
senior management pay and benefits.
The Company will continue to liaise with
employee representative bodies in the
future and welcomes their views and
opinions on remuneration issues.
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A detailed explanation of the consistency of approach to all
employees’ remuneration packages including their participation
in pension schemes and share incentive arrangements.
See United Utilities Group PLC annual report and ﬁnancial
statements 2013 page 57
www.unitedutilities.com

Annual Report and Financial Statements
for the year ended 31 March 2013

Summary terms of reference
The committee’s terms of reference were last updated
in November 2012 and are available on our website:
corporate.unitedutilities.com.

Advisor

The committee’s main responsibilities include:
 making recommendations to the board on the company’s
framework of executive remuneration and its cost;
 approving the individual employment and remuneration
terms for executive directors and other senior
executives, including: recruitment and severance
terms, bonus plans and targets, and the achievement of
performance against targets;
 approving the general employment and remuneration
terms for selected senior employees;

 assisting the board in reporting to shareholders and
undertaking appropriate discussions as necessary
with institutional investors on aspects of executive
remuneration.

Addleshaw Company
Goddard

Regular activities
 Approved the 2012 directors’ remuneration report.

Committee
member since

To

1.3.12
1.3.11
4.4.05
24.1.05

To date
To date
To date
27.7.12

The committee’s members have no personal financial interest
in the company other than as shareholders and the fees paid to
them as non-executive directors.
Advisors to the remuneration committee
By invitation of the committee, meetings are also attended
by the Chairman of the company (John McAdam), the CEO
(Steve Mogford), the company secretary (Simon Gardiner, who
acts as a secretary to the committee), the business services
director (Sally Cabrini) and the head of reward (Ruth Henshaw)
who are consulted on matters discussed by the committee,
unless those matters relate to their own remuneration. Advice
or information is also sought directly from other employees
where the committee feels that such additional contributions
will assist the decision making process.
The committee is authorised to take such internal and external
advice as it considers appropriate in connection with carrying
out its duties, including the appointment of its own external
remuneration advisors.
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Committee General advice on
Benchmarking of
remuneration matters roles not under the
committee’s remit
Committee Executive incentive
Financial Reporting
review
support
VAT and corporate tax
advisory services
Advice on share
Advice on employment
schemes
law
General legal advice
Drafting of
Advice on employment
share scheme rules
law
General legal advice

Eversheds Company

Key activities of the remuneration committee during the year
The committee met seven times in the year ended 31 March 2013.

Composition of the remuneration committee

Sara Weller (chair since 27.7.12)
Catherine Bell
Nick Salmon
David Jones (chair until 27.7.12)

Other services
provided to the
company

The independent consultants New Bridge Street (a trading
name of Aon Hewitt Limited, an Aon PLC company) and
Deloitte LLP are members of the Remuneration Consultants
Group, and as such, voluntarily operate under the Code of
Conduct in relation to executive remuneration consulting
in the UK. The committee is satisfied that the advice they
received from external advisors is objective and independent.

 approving the remuneration of the Chairman;
 proposing all new long-term incentive schemes for
approval of the board, and for recommendation by the
board to shareholders; and

Member

New
Bridge
Street
Deloitte
LLP

Services
Appointed provided to the
by
committee

 Reviewed the base salaries of executive directors and other
members of the executive team.
 Assessed the achievement of targets for the 2011/12
annual bonus scheme, reviewed progress against the
targets for the 2012/13 annual bonus scheme, and set the
targets for the 2013/14 annual bonus scheme.
 Assessed the measurement of performance conditions for
the long-term incentive awards vesting in 2012 including
both performance share plan (PSP) awards and matching
shares vesting under the matching share award plan (MSAP)
and set the targets for awards made in 2012.
 Reviewed and approved awards made under the annual
bonus scheme, MSAP and PSP.
 Monitored progress against shareholding guidelines for
executive directors and other members of the executive team.
 Reviewed the committee’s performance during the period.
 Reviewed the committee’s terms of reference.
Other activities
 Conducted a review of the executive incentive
arrangements (see pages 57–63).
 Consulted with shareholders on proposed changes to the
executive incentive arrangements.
 Set the terms of appointment for new members of the
executive team.
 Approved amendments to the performance conditions
applying to the 2010 and 2011 long-term incentive awards
(see page 66).

Remuneration policy report
Overview of remuneration policy
The company’s remuneration arrangements are designed so that
the overall level of remuneration (including salary and benefits
together with the short and long-term incentive opportunities)
is sufficient to attract, retain and motivate executives of the
quality required to run the company successfully. The company
does not pay more than is necessary for this purpose. The
committee recognises that the company operates in the North
West of England in a regulated environment and therefore
needs to ensure that the structure of executive remuneration
reflects both the practices of the markets in which its
executives operate, and stakeholder expectations of how the
company should be run.
A significant proportion of senior executives’ remuneration
is linked to company and individual performance. Senior
executives are incentivised to achieve stretching results which
are delivered with an acceptable level of risk. There is a strong
direct link between incentives and the company’s strategy and
if the strategy is delivered, senior executives will be rewarded
through the annual bonus and long-term incentives. If it is not
delivered, then a significant part of their potential remuneration
will not be paid.
Executive incentive review
As described in the chair’s letter, during the year the committee
carried out a full review of the executive incentive schemes.
As part of this process the chair of the committee consulted
with several leading shareholders and representative groups
from December 2012 through to May 2013 on behalf of the
committee.
Changes to incentives will apply from the year 2013/14,
including the deferral of the 2012/13 bonus and the long-term
incentive awards to be granted in summer 2013.
The key changes to the current structure are as follows:
 Reduced maximum opportunity whilst maintaining the
expected value of the package
 Introduction of compulsory deferral of 50 per cent of annual
bonus for executive directors
 Introduction of new Long Term Plan (LTP) to be used instead
of the existing matching share award plan (MSAP) and
performance share plan (PSP), featuring revised long-term
measures aligned with strategy and shareholder objectives
 Longer time horizon on LTP for executive directors of
five years (three-year performance period plus two-year
holding period)
 Complexity is reduced by the removal of the matching
element of the existing package
 Clawback and malus provisions have been strengthened

Further details regarding the incentives proposed for 2013/14
are set out in this report. The long-term awards to be granted in
2013 will be made under the LTP which is being put forward for
shareholder approval at the 2013 AGM. The key terms of the
LTP are set out in the notice of AGM.
How the views of shareholders are taken into account
The committee understands that listening to the views of the
company’s key stakeholders plays a vital role in formulating
and implementing a successful remuneration policy over
the long term. The committee thus actively seeks the views
of shareholders and other key stakeholders to inform the
development of the remuneration policy, particularly where any
changes to policy are envisaged.
A consistent approach to remuneration across
the wider workforce

Business Review

During the year, the committee was assisted in its work by the
external advisors shown in the following table:

The remuneration committee

Governance

he

i n g life flow smoothly

he

The remuneration approach is consistently applied at
levels below the executive directors, ensuring that there is
alignment with business strategy throughout the company.
When conducting the annual salary review for all
employees, account is taken of the external market, and
for the majority of the management population, individual
performance is also a key factor.
The principles of performance related variable reward
also apply widely to employees through the annual bonus
scheme (in which employees at all levels participate). The
corporate performance measures in the annual bonus
scheme are the same as those for the executive annual
bonus scheme, ensuring everyone is focused on delivering
the same business priorities, and that employees share in
the success if the business strategy is delivered.
As a responsible employer, the company places a high
priority on enabling employees to plan for the future. Some
longer serving employees are members of our historic
defined benefit schemes. Newer employees can participate
in our award winning defined contribution pension scheme

The remuneration approach is consistently applied at
levels below the executive directors, ensuring that there is
alignment with business strategy throughout the company.
When conducting the annual salary review for all
employees, account is taken of the external market, and
for the majority of the management population, individual
performance is also a key factor.
The principles of performance related variable reward
also apply widely to employees through the annual bonus
scheme (in which employees at all levels participate). The
corporate performance measures in the annual bonus
scheme are the same as those for the executive annual
bonus scheme, ensuring everyone is focused on delivering
the same business priorities, and that employees share in
the success if the business strategy is delivered.
As a responsible employer, the company places a high
priority on enabling employees to plan for the future. Some
longer serving employees are members of our historic
defined benefit schemes. Newer employees can participate
in our award winning defined contribution pension scheme,
where they can receive a company contribution of up to
14 per cent of salary alongside life assurance and income
protection benefits. The scheme received the NAPF
Pension Quality Mark Plus in 2012.
The board also believes that share ownership is an
effective way of strengthening all employees’ involvement
in the development of the business (not just those of
executives) and brings together their interests and those
of shareholders. Long-term incentives are used at the
senior management levels as well as at the executive
level to ensure that key talent is retained and that there
is alignment of reward with shareholder experience. The
company also offers all employees the opportunity to
build up a shareholding in the company through the HMRC
approved share incentive plan, ‘ShareBuy’, under which the
company gives one free share for every five partnership
shares bought.

Financial Statements
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A consistent approach to remuneration across
the wider workforce

Shareholder Information
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DIRECTORS’ REMUNERATION POLICY

Illustrations of application of remuneration policy
(not auditable)
The ‘scenarios’ disclosure is not materially different from the previous requirement to
explain the relative importance of ﬁxed and performance-related pay. While the previous
requirement was not prescriptive, the Regulations specify what must be included and
in what performance scenarios. Companies are also required to provide a narrative
description of the basis of the calculation and assumptions. There is no requirement
to provide an explanation of anything that has been disclosed in the future policy table.
What is required:

Paragraph 33 of the Regulations

k Bar charts for ﬁrst year of the remuneration policy being approved showing each executive
director’s remuneration:
– In performance scenarios delivering minimum, on-target and maximum remuneration.
– Splitting remuneration between ﬁxed, annual variable and longer term variable amounts.
– Stating percentages for each type of remuneration in each bar and total values for each bar.

k Narrative description of the basis of calculation and assumptions.
What could add value:
k Explanation for selection of ‘target’ or ‘on-plan’ level of performance.
k Inclusion of the ‘scenarios’ disclosure for current policy in the annual report on remuneration
with a bar showing actual remuneration paid against policy.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

DIRECTORS’ REMUNERATION POLICY continued

SERVICE CONTRACTS AND POLICY ON PAYMENT FOR LOSS OF OFFICE
Standard provision

Policy

Other provisions in service contracts

EDs may be required to work during the
notice period or may be provided with
pay in lieu of notice if not required to
work the full notice period

Gene Rico has a non-compete provision
in his service contract for the period of
notice. This term was agreed
prior to 27 June 2012

12 months' notice from company

Compensation for loss of ofﬁce in
service contracts

No more than 12 months' salary,
pension and beneﬁts

Payable monthly and subject to
mitigation if ED obtains alternative
employment

Treatment of annual bonus on
termination under plan rules

No payment unless employed on date
of payment of bonus except for ‘good
leavers’: death, disability, redundancy
and other circumstances at the
Committee’s discretion

‘Good leavers’ are entitled to a bonus
pro-rated to the period of service during
the year

12 months' notice from ED

TOTAL REMUNERATION OPPORTUNITY

Details

Notice periods in ED’s service contracts

The total remuneration for each of the EDs that could result from the proposed remuneration policy in 2014 under three different performance levels
is shown below.

GENE RICO
PERCENTAGES/AMOUNTS (£,000’s)

All EDs are subject to annual re-election

Treatment of unvested long-term
incentive and deferred share awards
on termination under plan rules

All awards lapse except for ‘good
leavers’: death, disability, redundancy,
and other circumstances at the
Committee’s discretion

At the time of his recruitment it was
agreed that Gene Rico’s contract
should provide for payment of an
amount equal to the average of the last
three years’ bonuses on termination
in the event of a change of control.
This was necessary to secure
his appointment

For ‘good leavers’, vesting is dependent
on performance to date of leaving and
pro-rated for period employed

Intended only to be relied upon
to provide ﬂexibility in unusual
circumstances

The Committee’s determination will
take into account the particular
circumstances of the ED’s departure
and the recent performance of
the company

EDs may accept one Board appointment
in another listed company

Chairman's approval must be sought
before accepting appointment. Fees may
be retained by director. None of the EDs
holds an outside appointment currently

NEDs

No notice period; appointed for initial
three-year term; normally serve two
terms, exceptionally three

All NEDs are subject to annual
re-election. No compensation payable
if required to stand down

DATES OF DIRECTORS’ SERVICE CONTRACTS/ LETTERS OF APPOINTMENT
Gene Rico
Nigel Mitchell
Sarah Collins
Gary Gold

TOTAL REMUNERATION OPPORTUNITY
The total remuneration for each of the EDs that could result from the proposed remuneration policy in 2014 under three different performance levels
is shown below.

Annual variable
Multiple period variable

31%
41%

22%

Total £2,166
29%

Total £3,321

Fixed elements

Gene Rico’s contract states that
awards will not be pro-rated for
period employed

Copies of directors’ service contracts and letters of appointment are available for inspection at the company’s registered office and can also be viewed on our
website. The dates of their service contracts and letters of appointment and details of the outstanding term are shown below.

Standard provision

Total £1,011

47%
30%

PERCENTAGES/AMOUNTS (£,000’s)
Fixed pay

The Committee has discretion to vary
the level of vesting

Exercise of discretion

100%

NIGEL MITCHELL

The Committee has discretion to reduce
the entitlement of a ‘good leaver’
in line with performance and the
circumstances of the termination

Outside appointments

Fixed elements
Fixed pay
On-target
Maximum

On-target
Maximum

100%

Total £603

Annual variable
Multiple period variable

51%
34%

29%

20%

Total £1,178

39%

26%

Total £1,753

SARAH COLLINS
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £552

51%

29%

34%

29%

Annual variable
Multiple period variable
20%

Total £1,084
26%

Total £1,615

GARY GOLD
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay

100%

Total £457

Annual variable

Date of service contract/ letter of appointment

12.12.2005

On-target

Multiple period variable
47%

32%

31%

41%

21%

Total £970

10.09.2003
15.05.2008
01.09.2013

Antony Wilder

16.03.2009

Angela Hawker

10.04.2009

Maximum

28%

Terry Noble

15.03.2010

Notes:
t Fixed pay is base salary for 2014 plus the value of pension and benefits.

Alan Richman

15.03.2010

t The value of pension and benefits in kind is taken from the single total figure of remuneration for 2013.

Sarah Sands

20.04.2013

Michael White

20.04.2013

Total £1,482

t On-target performance is the level of performance required to deliver 50% of the maximum annual bonus and 50% of the full LTIP award.
t Maximum performance would result in the maximum bonus payment and 100% vesting of LTIP award.

All directors are put forward for re-election at each AGM
ED’s service contracts include a 12-month outstanding term
NEDs’ letters of appointment contain no notice period
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GENE RICO
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £1,011

47%

31%

30%

41%

Annual variable
Multiple period variable
22%

Total £2,166
29%

Total £3,321

NIGEL MITCHELL
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £603

51%

29%

34%

39%

Annual variable
Multiple period variable
20%

Total £1,178
26%

Total £1,753

SARAH COLLINS
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £552

51%

29%

34%

29%

Annual variable
Multiple period variable
20%

Total £1,084
26%

Disclosed the potential total value
for each scenario.

Total £1,615

GARY GOLD
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £457

47%

32%

31%

41%

Annual variable
Multiple period variable
21%

Total £970
28%

Total £1,482

Notes:
t Fixed pay is base salary for 2014 plus the value of pension and benefits.

Provided clear notes on the basis
for on-target performance.

t The value of pension and benefits in kind is taken from the single total figure of remuneration for 2013.
t On-target performance is the level of performance required to deliver 50% of the maximum annual bonus and 50% of the full LTIP award.
t Maximum performance would result in the maximum bonus payment and 100% vesting of LTIP award.

09

To see more on this example, refer to
page 9 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

Centrica plc

Maximum total remuneration opportunity and total remuneration received in 2012
The chart below sets out the total remuneration received for the year for each Executive Director, prepared on the same basis as set out in
table on page 70. In addition, for comparison purposes, the chart provides an indication of minimum, on-target and maximum total
remuneration, prepared on the same basis, other than to exclude share price movements, together with the total remuneration received fo
the prior year. Dividends accruing to share awards or received as a shareholder are not included.

Comparison of actual pay for 2012 and 2011 against the total
pay under the policy in each of the performance scenarios.

£’000
0
Opportunity

See Centrica plc annual report and accounts 2012 page 63
www.centrica.com

Sam Laidlaw

1,000

2,000

3,000

Minimum total pay

4,000

5,000

On-target total pay

6,000

7,00

Maximum total pay

2012
2011
Opportunity

Phil Bentley

Minimum total pay

On-target total pay

Maximum total pay

2012
2011
Opportunity

Mark Hanaﬁn

Minimum
total pay

On-target total pay

Maximum total pay

2012
2011
Opportunity

Minimum
total pay

On-target total pay

Maximum total pay

2012

Nick Luff

2011
Opportunity

Minimum total pay

On-target total pay

Fixed
remuneration

Maximum total pay

Short-term
incentive

2012

Chris Weston

2011
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Governance – Remuneration Report
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Governance – Remuneration Report

Combined short-term and long-term incentive performance 2012
The charts below set out for each Executive Director the measures and their weighting (inner circle) and the performance achieved (outer
circle) for both the short-term (Annual Incentive Scheme) and long-term (Long Term Incentive Scheme and Deferred and Matching Share
Scheme) incentive arrangements operated during the year.

Maximum total remuneration opportunity and total remuneration received in 2012
The chart below sets out the total remuneration received for the year for each Executive Director, prepared on the same basis as set out in the
table on page 70. In addition, for comparison purposes, the chart provides an indication of minimum, on-target and maximum total
remuneration, prepared on the same basis, other than to exclude share price movements, together with the total remuneration received for
the prior year. Dividends accruing to share awards or received as a shareholder are not included.
£’000

Sam Laidlaw

Phil Bentley

0

Mark Hanaﬁn
Opportunity

58%

For British Gas EP, adjusted
operating proﬁt of £1,063m less
tax and a capital charge was
required for 50% achievement
and £1,179m for 100%.

30%

70%

62%

55%

62%

62%

30%

30%

30%

Sam Laidlaw

49.5%

3,000

Minimum total pay

4,000

5,000

On-target total pay

6,000

Maximum total pay

Phil Bentley

Minimum total pay

On-target total pay

Maximum total pay

2012

As demonstrated by the chart below, the Directors’ aggregate total
remuneration for the year equates to 0.16% (2011: 0.15%) of
the Group’s operating cashflow.

TSR vs CEO remuneration
Sam Laidlaw was appointed in July 2006. His total remuneration
from 2009, the first year of full remuneration including vested long
term incentive plans, is shown in the chart below.
Comparison of overall Com
Total return indices – Centrica, FTSE 100 and CEO total pay
130

£7

2011
Opportunity
Group EP 62% achieved
Strategic priorities 58% achieved

Group EP 62% achieved
British Gas EP 79% achieved
Strategic priorities 55% achieved

Group EP 62% achieved
Centrica Energy EP 49.5% achieved
Strategic priorities 47.5% achieved

Mark Hanaﬁn

Minimum
total pay

On-target total pay

Maximum total pay

Financial Statements

For Centrica Energy EP,
adjusted operating proﬁt of
£1,404m less tax and a capital
charge was required for 50%
achievement and £1,625m
for 100%.

2012
2011
Opportunity

Nick Luff

Chris Weston

For Direct Energy EP, adjusted
operating proﬁt of C$513m less
tax and a capital charge was
required for 50% achievement
and C$568m for 100%.

Nick Luff

62%

62%

75%

75%

30%

Minimum
total pay

On-target total pay

Maximum total pay

2012
2011

30%

70%

Opportunity

30%

Chris Weston

Minimum total pay

On-target total pay

Fixed
remuneration

Maximum total pay

Short-term
incentive

2012
2011

Long-term
incentive

40%
95.5%

2012 Cash flow distribution to stakeholders
The Committee monitors the relationship between the Directors’ total
remuneration and cash outflows to other stakeholders.

Group EP 62% achieved
Direct Energy EP 95.5% achieved
Strategic priorities 75% achieved

Group EP 62% achieved
Strategic priorities 75% achieved

As demonstrated by the chart below, the Directors’ aggregate total
remuneration for the year equates to 0.16% (2011: 0.15%) of
the Group’s operating cashflow.

Long-term incentive targets
Sam Laidlaw

75%

38% to
investing
activities

28.6%

130

25%
to staff
0.16%
to
Directors

75% 26.3%
42.8% 100%

47.4% 100%

For total shareholder return
(TSR) out-performance of
the FTSE 100 Index by 0.1%
per annum was required for
25% achievement and 7%
per annum for 100%.

26.3%

Comparison of overall Company performance and CEO pay
Total return indices – Centrica, FTSE 100 and CEO total pay

Phil Bentley, Mark Hanaﬁn, Nick Luff, Chris Weston

16%
to
shareholders

28.6%

21%
to
taxation

£7m

110

£6m

90

£5m

£4m

70
2007

A further c.£700m of investment was funded from borrowing
and other sources rather than from operating cashflows.

Group EP 100% achieved
EPS 0% achieved
TSR (relative) 75% achieved

Group EP 100% achieved
EPS 0% achieved
TSR (relative) 75% achieved

Annual Report and Accounts 2012

2008

CEO total pay

2009

2010

FTSE 100 return index

2011

2012

Shareholder Information

For Group earnings per share
(EPS) a minimum growth of RPI
+9% was required.

TSR vs CEO remuneration
Sam Laidlaw was appointed in July 2006. His total remuneration
from 2009, the first year of full remuneration including vested longterm incentive plans, is shown in the chart below.

Directors’ Report – Appendix

INTEGRATED ENERGY
For Group EP 25% growth
above 2009 actual was required
for 100% achievement.

7,000

2012

Opportunity

40%

79%

2,000

2011

47.5% 30%

40%

1,000

Directors’ Report – Governance

Short-term incentive targets
For Group economic proﬁt (EP),
adjusted operating proﬁt of
£2,892m less tax and a capital
charge was required for 50%
achievement and £3,197m
for 100%.

Directors’ Report – Business Review

REMUNERATION SUMMARY

Long-term
incentive

2012 Cash flow distribution to stakeholders
The Committee monitors the relationship between the Directors’ total
remuneration and cash outflows to other stakeholders.

Centrica return index

Source: Alithos Limited (with the exception of CEO total pay)

31 December 2007 = 100

Hikma
Pharmaceuticals PLC

4.3 REMUNERATION REPORTS

continued

Clear disclosure of actual remuneration against each scenario.
TOTAL COMPENSATION

See Hikma Pharmaceuticals PLC annual report 2012 page 102
www.hikma.com

The following charts show the value of each of the main elements of the compensation package provided to the Executive Directors
during 2012 and the potential available for 2013 (dependent upon performance).

SAID DARWAZAH

2013

2012

SALARY
$000

BONUS
$000

LTIP
$000

OTHER
$000

Low

803

0

0

22

TOTAL
$000

825

Target

803

803

843

22

2,471

Stretch

803

1,606

1,767

22

4,198

Actual

750

1,200

1,324

22

3,296

MAZEN DARWAZAH

2013

2012
2011
TOTAL
DIRECTOR

TOTAL COMPENSATION
The following charts show the value of each of the main elements of the compensation package provided to the Executive Directors
during 2012 and the potential available for 2013 (dependent upon performance).

SAID DARWAZAH

2012

SALARY
$000

BONUS
$000

LTIP
$000

OTHER
$000

Low

803

0

0

22

825

Target

803

803

843

22

2,471

Stretch

803

1,606

1,767

22

4,198

Actual

750

1,200

1,324

22

3,296

TOTAL
$000

OTHER BENEFITS

ANNUAL BONUSES

US$

US$

US$

750,000
504,000

10,536
0

1,200,000
806,400

1,960,536
1,310,400

Non-Executives
Samih Darwazah
Sir David Rowe-Ham
Breffni Byrne
Michael Ashton
Ali Al-Husry
Ronald Goode
Robert Pickering1
Aggregate emoluments

252,693
131,561
143,594
131,561
107,495
131,561
119,528
3,758,529

254,648
139,046
151,172
139,046
114,794
139,046
126,920
2,318,672

–
–
–
–
–
–
–
[10,536]

–
–
–
–
–
–
–
2,006,400

254,648
139,046
151,172
139,046
114,794
139,046
126,920
4,335,608

We have further enhanced our approach to remuneration reporting this year and the Committee hopes that this has aided shareholder
and stakeholder understanding of our remuneration policy and practices. Hikma remains open to discussion, should there be any areas
for further clariﬁcation.

SALARY
$000

BONUS
$000

LTIP
$000

OTHER
$000

Low

539

0

0

10

549

Target

539

539

567

10

1,175

Stretch

539

1,078

Actual

504

806

1,186

10

794

10

TOTAL
$000

For and on behalf of the Remuneration Committee

Michael Ashton
Remuneration Committee Chairman

2,813

12 March 2013

2012

2,114

The following table shows the total compensation package for the Executive Directors during the year ended 31 December 2012 compared to the
on target package provided at the median and upper quartile of the Comparator Group:
POLICY
POSITION

POLICY
VALUE

ACTUAL TOTAL
COMPENSATION 2012

ADHERENCE
TO POLICY

Median to Upper Quartile

$5,677k to $6,865k

$3,296k

Below Policy Position

Median to Upper Quartile

$4,376k to $6,201k

$2,114k

Below Policy Position

IMPROVING LIVES...
HIKMA PHARMACEUTICALS PLC
ANNUAL REPORT 2012
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22

OTHER
$000

0

10

TOTAL
$000

549

Target

539

539

567

10

1,175

Stretch

539

1,078

1,186

10

2,813

Actual

504

806

794

10

2,114

TOTAL

US$

1,648,536
1,092,000

The information in the above table has been audited by Deloitte.
1 Robert Pickering joined the Board on 1 September 2011 and, therefore, his 2011 fees have been annualised.

MAZEN DARWAZAH

Said Darwazah
(Chief Executive)
Mazen Darwazah
(Executive Vice Chairman)

LTIP
$000

0

2012
FEES/BASIC SALARY

US$

Executives
Said Darwazah
Mazen Darwazah

Closing Statement

2013

BONUS
$000

539

This can be broken down amongst the Directors as follows:

4.3 REMUNERATION REPORTS

continued

2013

SALARY
$000

Low

HIKMA PHARMACEUTICALS PLC / ANNUAL REPORT 2012
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The following table shows the total compensation package for the Executive Directors during the year ended 31 December 2012 compared to the
on target package provided at the median and upper quartile of the Comparator Group:
POLICY
POSITION

Said Darwazah

M di

t U

Q

til

POLICY
VALUE

ACTUAL TOTAL
COMPENSATION 2012

$5 677k t $6 865k

$3 296k

ADHERENCE
TO POLICY

Bl

P li

P iti

United Utilities
Group PLC

unitedutilities.com

Disclosure of scenarios in line with Regulations.
Clear explanation of assumptions and what is included
for each performance scenario.

Annual Report and Financial

Payouts under different scenarios
The charts below show the payout under the proposed arrangements for each executive director under different s
CEO

CFO

£’000s

£’000s

2,562.7

See United Utilities Group PLC annual report and ﬁnancial
statements 2013 page 63
www.unitedutilities.com

34%

1,630.6

1,265.0

Payouts under different scenarios
The charts below show the payout under the proposed arrangements for each executive director under different scenarios.

How the new executive remuneration structure aligns to business strategy

CEO
The best service to
customers

At the lowest
sustainable cost

£’000s

34%

17%

✓

832.4

✓
✓

✓

✓

– Bad debt recovery (4%)

✓
✓

– Compulsory deferral of bonus

✓

Shareholding obligation

✓

✓

✓
✓

32%

Long-term incentives
Annual variable
Fixed

33%

17%
17%

100%

66%

Fixed

✓
✓

Fixed

– Customer service in year (20%)

– Sustainability of service and corporate
responsibility (20%)3

– Personal (10%)

66%

✓

– Maintaining and enhancing services
for customers (16%)2

1

811.6
538.6

100%

✓

– Operating profit (30%)

33%

34%

17%

✓

33%

Long-term incentives
Annual variable
Fixed

Maximum

In developing the scenarios the following assumptions have been made:

Benefits measured at ‘other benefits’ figure shown in single figure table on page 64

In developing the scenarios the following assumptions have been made:

✓
✓

✓

Consists of base salary, benefits and pension (£’000)

✓

Base salary is latest known salary

✓

Benefits measured at ‘other benefits’ figure shown in single figure table on page 64
Fixed

Pension measured by applying cash in lieu rate to latest known salary
Executive director

Focusing on customer service and corporate responsibility
Customer service in year
This measures our customer service performance over the bonus year, as reported by Ofwat through the SIM score.
2
Maintaining and enhancing services for customers
This measures how effectively and efficiently we deliver projects to improve our region’s water and wastewater network.
Our capital programme ensures we can provide a reliable service for our customers now and in the future and helps to
provide a cleaner environment.
3
Sustainability of service and corporate responsibility
This measure is made up of two components: serviceability and the Dow Jones Sustainability Index. Serviceability relates
to the overall reliability for our assets, such as treatment works, water pipes and pumping stations – ensuring that they
deliver a stable and dependable level of service to our customers. The Dow Jones Sustainability Index is an assessment of
our responsible business practice, measuring economic environmental, social and governance performance.

Benefits

Pension

CEO

665.5

20.5

146.4

832.4

CFO

Base salary

420.0

26.2

92.4

Total fixed

538.6

1

Based on what a director would receive if the threshold level of performance was achieved:
Threshold

Annual variable element pays out at 25% of maximum
Long-term incentive element pays out at 25% of maximum
Based on what a director would receive if the maximum level of performance was achieved:

Maximum

Annual variable element pays out at 100% of maximum

Shareholder Information

Long-term incentive element pays out at 100% of maximum

Annual variable includes amounts compulsorily deferred in to shares.
Long-term incentives are measured at face value i.e. no assumption for changes in share prices or dividends.

62

Governance

1,265.0

✓
✓

Lo
An
Fix

Maximum

✓

Threshold

✓
✓

– Additional two-year holding period
Annual bonus (weighting for 2013/14 if applicable):

33%

Base salary is latest known salary

1,630.6

✓

– Sustainable dividends (33.3%)
– Customer service excellence (33.3%)

66%

Consists of base salary, benefits and pension (£’000)

2,562.7

In a responsible
manner

Long term plan (weighting for 2013/14 if applicable):
– Relative TSR (33.3%)

100%

CFO

£’000s

Our aim is to
deliver long-term
shareholder value

Element/measure

17%
17%

33%

538.6

Financial Statements

Annual Report and Financial Statements
for the year ended 31 March 2013

Maximum

he

i n g life flow smoothly

Threshold

UNITED UTILITIES GROUP PLC
lp

Long-term incentives
Annual variable
Fixed

Maximum

32%

Threshold

66%

Fixed

100%

Fixed

17%

Annual Report and Financial Statements 2013

Corporate governance report continued

Business Review

unitedutilities.com

United Utilities Group PLC

33%

811.6

832.4

Threshold

17%

34%

63
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DIRECTORS’ REMUNERATION POLICY

Approach to recruitment remuneration
(not auditable)
This is a requirement to include a statement of the principles the company would apply
when agreeing the remuneration packages of newly-appointed directors. For many
companies, the principles will be aligned with the policy for existing directors.
When describing the approach to compensatory payments for awards
which have been forfeited, the principles applying could include:
k Paying what is necessary to attract individuals of appropriate calibre.
k Fair value equivalence with amounts being forfeited at a previous employer.
k Matching vesting periods with those for awards forgone.
k Attaching performance conditions to awards replacing performance-related awards.
k Requirement for continued employment with clawback for a period before vesting.
What is required:

Paragraph 29 of the Regulations

k Statement of principles of recruitment remuneration.
k How each component of pay will be set for a new director.
k Aggregate maximum level (value or % of salary) of incentive remuneration available
(e.g. annual bonus and long-term incentives).

k Approach to compensation for awards forfeited from previous employer.
What could add value:
k Providing justiﬁcation for any difference between approach for new appointees
and existing directors.

k Explaining company philosophy over recruitment awards.
k Including considerations that are relevant to NEDs.
k Providing details of remuneration package for any new appointee.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

DIRECTORS’ REMUNERATION POLICY continued

DIFFERENCES IN REMUNERATION POLICY FOR ALL EMPLOYEES

FUTURE POLICY TABLE continued
How the element supports
our strategic objectives

Operation of the element

Maximum potential value and
payment at threshold

Performance metrics used, weighting
and time period applicable

All employees of Generico are entitled to base salary, benefits, pension and annual bonus. The maximum
opportunity available is based on the seniority and responsibility of the role.

Under the DB scheme, a maximum of
two-thirds of ﬁnal salary accrued at
1/60th for each year of service

None

Conditional share awards are only available to senior executives and directors. Since 2012, share options
grants have been made only to employees below senior executive level.

PENSION
To provide funding for retirement

DB scheme closed to new entrants
Cash allowance available for those
not participating in DB scheme or
whose participation exceeds one
or more tax allowances

STATEMENT OF CONSIDERATION OF EMPLOYMENT CONDITIONS
ELSEWHERE IN THE COMPANY

Annual allowance of up to 30% of salary,
reduced proportionately for participants
in DB scheme

The Committee invites the HR Director to present at its meeting in March on the proposals for salary
increases for the employee population generally and on any other changes to remuneration policy
within the company. The Committee limits any salary increases for EDs to the inflationary increase
available to employees unless there has been a change in role.

SHAREHOLDING REQUIREMENT
To strengthen alignment between
interests of EDs and those
of shareholders

EDs must build up a shareholding over
ﬁve years

CEO – 250% of salary
Other EDs – 150% of salary

Unvested LTIP or deferred shares are
not taken into account. Share price is
measured at end of each ﬁnancial year

The HR Director consults with the Committee on the KPIs for EDs’ bonuses and the extent to which
these should be cascaded to other employees. The Committee approves the overall annual bonus cost
to the company each year. The Committee has oversight over the grant of all LTIP awards across
the company.

All LTIP or deferred share awards vesting
(net of income tax and National Insurance
contributions) must be retained until
shareholding requirement met

PROVISIONS OF PREVIOUS POLICY THAT WILL CONTINUE TO APPLY – LTIP AWARDS MADE IN 2012 AND 2013
To align interests of EDs with those
of shareholders

The outstanding awards under the
LTIP will continue to form part of the
remuneration policy until vesting

A maximum of 175% of salary

Relative TSR and Earnings per Share
growth measures

The company will be including questions on the appropriateness of the pay arrangements within the
company in its Your Direction employee survey in the coming year. It does not specifically invite
employees to comment on the directors’ remuneration policy but any comments made by employees
are taken into account.
The Committee is provided with data on the remuneration structure for senior management in the
three tiers below ED and uses this information to work with the human resources team to ensure
consistency of approach throughout the company.

NOTES TO THE POLICY TABLE
PERFORMANCE MEASURES AND TARGETS
The Committee selected the performance conditions because these are central to the company’s overall strategy and are the key metrics used by the EDs to
oversee the operation of the business. The performance targets are determined annually by the Committee following consultation with the Audit and Risk
Committee and are typically set at a level that is above the level of the company’s forecasts.
The Committee is of the opinion that the performance targets for the annual bonus are commercially sensitive in respect of the company and that it would be
detrimental to the interests of the company to disclose them before the start of the financial year. The targets will be disclosed after the end of the relevant
financial year in that year’s remuneration report.

CHANGES TO REMUNERATION POLICY FROM THAT OPERATING IN 2013 AND 2012
Element

Operation of the component

Maximum potential value

Performance metrics used, weighting
and time period applicable

Base salary

No change

No change

No change

Beneﬁts

No change

No change

No change

Annual bonus

Previously no mandatory deferral
or claw back provision

No change

Previously individual director
KPI weightings

Long-term incentive

Introduction of claw back

Reduction in overall grant from 200%
of salary to 150% of salary to reﬂect
removal of EPS requirement

Removal of EPS condition for part
of award and introduction of
ROCE underpin

Pension

No change

No change

No change

APPROACH TO RECRUITMENT REMUNERATION
Generico operates in a highly specialised sector and many of its competitors for talent are outside
the UK. The Committee’s approach to recruitment remuneration is to pay no more than is necessary
to attract appropriate candidates to the role.
Where it is necessary to ‘buy out’ an individual’s awards from a previous employer, the Committee will
seek to match the expected value of the awards by granting awards that vest over a time frame similar to
those given up, with a commensurate reduction in quantum where the new awards will be subject to
performance conditions that are not as stretching as those on the awards given up.
Any new ED’s package would include the same elements, and be subject to the same constraints,
as those of the existing EDs, as shown below.
Element of remuneration

Salary

Maximum percentage of salary

–

Beneﬁts

Dependent on circumstances

Annual bonus

150%/175%*

Long-term incentives

100%/125%*

Pension allowance

30%

* Higher percentage payable for CEO appointment

DIFFERENCES IN REMUNERATION POLICY FOR ALL EMPLOYEES
All employees of Generico are entitled to base salary, benefits, pension and annual bonus. The maximum
opportunity available is based on the seniority and responsibility of the role.

06

07

Conditional share awards are only available to senior executives and directors. Since 2012, share options
grants have been made only to employees below senior executive level.

STATEMENT OF CONSIDERATION OF EMPLOYMENT CONDITIONS
ELSEWHERE IN THE COMPANY
The Committee invites the HR Director to present at its meeting in March on the proposals for salary
increases for the employee population generally and on any other changes to remuneration policy
within the company. The Committee limits any salary increases for EDs to the inflationary increase
available to employees unless there has been a change in role.
The HR Director consults with the Committee on the KPIs for EDs’ bonuses and the extent to which
these should be cascaded to other employees. The Committee approves the overall annual bonus cost
to the company each year. The Committee has oversight over the grant of all LTIP awards across
the company.
The company will be including questions on the appropriateness of the pay arrangements within the
company in its Your Direction employee survey in the coming year. It does not specifically invite
employees to comment on the directors’ remuneration policy but any comments made by employees
are taken into account.
The Committee is provided with data on the remuneration structure for senior management in the
three tiers below ED and uses this information to work with the human resources team to ensure
consistency of approach throughout the company.

APPROACH TO RECRUITMENT REMUNERATION
Generico operates in a highly specialised sector and many of its competitors for talent are outside
the UK. The Committee’s approach to recruitment remuneration is to pay no more than is necessary
to attract appropriate candidates to the role.

Explained the principles for buying out
any awards from a previous employment
that would be forfeited on leaving.

Where it is necessary to ‘buy out’ an individual’s awards from a previous employer, the Committee will
seek to match the expected value of the awards by granting awards that vest over a time frame similar to
those given up, with a commensurate reduction in quantum where the new awards will be subject to
performance conditions that are not as stretching as those on the awards given up.
Any new ED’s package would include the same elements, and be subject to the same constraints,
as those of the existing EDs, as shown below.
Element of remuneration

Set out how each component of the
remuneration package would be treated
for a new joiner.

Maximum percentage of salary

Salary

–

Beneﬁts

Dependent on circumstances

Annual bonus

150%/175%*

Long-term incentives

100%/125%*

Pension allowance

30%

* Higher percentage payable for CEO appointment

07

To see more on this example, refer to
page 7 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

Pearson plc

Report on directors’ remuneration continued

Comprehensive explanation of the factors taken into account
when determining the remuneration package of a new joiner.
The approach to compensation for forfeiture of awards
from a previous employer.

Recruitment
The committee determines the remuneration package
for any new appointment to the Pearson Management
Committee, either from within or outside of Pearson.
Remuneration includes base salary, annual and
long-term incentive entitlements and awards, and
pension arrangements.

See Pearson plc annual report and accounts 2012 page 74
www.pearson.com

O U R S T R ATEGY

OUR PERFORMANCE

O U R I M PAC T O N SO C I E T Y

To ﬁnd out more about our business
strategy go to page 06

For an in-depth analysis of how we
performed in 2012 go to page 11

For an explanation of our approach to
corporate responsibility go to page 34

74

Section 4 Governance

Pearson plc Annual report and accounts 2012
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Report on directors’ remuneration continued

The committee determines the remuneration package
for any new appointment to the Pearson Management
Committee, either from within or outside of Pearson.
Remuneration includes base salary, annual and
long-term incentive entitlements and awards, and
pension arrangements.

ANNUAL REPORT AND ACCOUNTS 2012

For benchmarking purposes and for the performance
scenarios below, the main elements of remuneration
are valued as follows:
Element of remuneration

Valuation

Base salary
Allowances,
retirement and
other benefits
Annual incentive
Long-term
incentive
Bonus share
matching

Benchmarking

1%

22%

23%

2%

63%

21%

55%

8%

92%
Fixed

Elements of remuneration

Maximum

Base salary, allowances, benefits,
retirement benefits, maximum annual
incentive, maximum bonus share
matching and maximum long-term
incentive
Base salary, allowances, benefits,
retirement benefits, target annual
incentive, target bonus share
matching and target long-term
incentive
Base salary, allowances, benefits and
retirement benefits only

Target

13%

Target

Performance scenario

Fixed

Chief executive
Maximum

The committee considers what each director can
expect to receive under different performance
scenarios, based on the following definitions
of performance:

Other executive directors
15%

4%

25%

56%

Maximum
24%

7%

21%

48%

Target
78%

22%

Fixed

Base salary, allowances
and benefits
Retirement benefits

Annual incentive
Long-term incentives

We will continue to review the mix of fixed and
performance-linked remuneration on an annual basis,
consistent with our overall philosophy.

Expected value means Towers Watson’s assessment
of the awards’ net present value taking into account
the vesting schedule and the probability that any
performance targets will be met.

G OV E R N A N C E

For benchmarking purposes, we review remuneration
by reference to three separate comparator groups.
First, we use a select peer group of FTSE 100
companies with very substantial overseas operations,
excluding financial services. These companies are of a
range of sizes relative to Pearson, but the method our
independent advisers, Towers Watson, use to make
comparisons on remuneration takes this variation in
size into account. Secondly, we look at a broad media
industry group of US companies. And thirdly, we look
at the FTSE 20-50, excluding financial services. We use
these companies because they represent the wider
executive talent pool from which we might expect
to recruit externally and the pay market to which
we might be vulnerable if our remuneration was
not competitive.

O U R I M PAC T O N SOC I E T Y

Actual base salary
Cost to company of providing
allowances, retirement and
other benefits
Target level of annual incentive
Expected value of long-term
incentive award
Expected value of matching award
based on target level of annual
incentive and assuming maximum
amount (50% of annual incentive)
is invested
Total remuneration Sum of all elements of
remuneration

The relative importance of fixed and performancerelated remuneration for the chief executive and other
executive directors is typically as follows:

O U R PER F O R M A N C E

The committee carefully considers factors such as
the relative size and contribution of the role, the
individual’s skills and experience, the availability of skills
and experience in the market, the individual’s current
remuneration package, the market rate for the job and
internal comparisons within Pearson before
determining an appropriate remuneration package for
a new appointment. Occasionally this requires a degree
of flexibility so that the remuneration policy boundaries
are wider than under usual circumstances but at all
times the committee seeks to minimise internal
disparities and to avoid pay for poor performance.
For someone joining from outside of Pearson, the offer
may include compensation for the forfeiture of awards
from a previous employer on a comparable basis,
taking account of performance achieved or likely to be
achieved, the proportion of performance period
remaining and the form of the award.

Pay and performance
Consistent with its policy, the committee places
considerable emphasis on the performance-linked
elements i.e. annual incentives, bonus share matching
and long-term incentives.

OV ERV I E W

Market assessments against the three groups take
account of key factors which Towers Watson’s
research shows differentiate remuneration for
jobs of a similar nature, such as financial size,
board membership, reporting relationships and
international activities.

Recruitment

The committee carefully considers factors such as
the relative size and contribution of the role, the
individual’s skills and experience, the availability of skills
and experience in the market, the individual’s current
remuneration package, the market rate for the job and
internal comparisons within Pearson before
determining an appropriate remuneration package for
a new appointment. Occasionally this requires a degree
of flexibility so that the remuneration policy boundaries

F I N A N C I A L S TATE M E N T S

Unilever PLC

DIRECTORS’ REMUNERATION REPORT continued

Clear statement of approach to recruitment remuneration.

Remuneration policy for new hires
In the event of hiring a new Executive Director, the Committee
will typically align the remuneration package with the above
remuneration policy. However, the Committee retains the
discretion to make remuneration proposals on hiring a new
Executive Director which are outside the standard policy to
facilitate the hiring of someone of the calibre required to deliver
the Group’s strategy.

See Unilever PLC annual report and accounts 2012 page 68
www.unilever.com

In determining appropriate remuneration arrangements on
hiring a new Executive Director, the Committee will take into
consideration all relevant factors (including but not limited to
quantum, the type of remuneration being offered, the impact on
existing remuneration arrangements for other Unilever executives
and the jurisdiction the candidate was recruited from) to ensure
that arrangements are in the best interests of both Unilever
and its shareholders without paying more than is necessary.

ABOUT UNILEVER

GOVERNANCE

FINANCIAL STATEMENTS

SHAREHOLDER INFORMATION

DIRECTORS’ REMUNERATION REPORT continued

ANNUAL REPORT
AND ACCOUNTS 2012

MAKING
SUSTAINABLE LIVING
COMMONPLACE

Remuneration policy for new hires

Executive Director severance payment policy

In the event of hiring a new Executive Director, the Committee
will typically align the remuneration package with the above
remuneration policy. However, the Committee retains the
discretion to make remuneration proposals on hiring a new
Executive Director which are outside the standard policy to
facilitate the hiring of someone of the calibre required to deliver
the Group’s strategy.

The Group operates the following policy in respect of
exit payments:

In determining appropriate remuneration arrangements on
hiring a new Executive Director, the Committee will take into
consideration all relevant factors (including but not limited to
quantum, the type of remuneration being offered, the impact on
existing remuneration arrangements for other Unilever executives
and the jurisdiction the candidate was recruited from) to ensure
that arrangements are in the best interests of both Unilever
and its shareholders without paying more than is necessary.
The Committee may make awards on hiring an external candidate
to ‘buyout’ remuneration arrangements forfeited on leaving
a previous employer. In doing so the Committee will take account
of relevant factors including any performance conditions attached
to these awards, the form in which they were granted (eg cash or
shares) and the time over which they would have vested. Generally
buy-out awards will be made on a comparable basis.

Service contracts
AT A GLANCE...

ɒ 12 months’ notice from Unilever
ɒ 6 months’ notice from the Executive Director
ɒ Severance payments limited to base salary
and fixed allowance and benefits
ɒ Incentives typically pro-rated for time and
performance for ‘good leavers’ only

Executive Directors
If Executive Directors cease to be Directors, this shall be deemed
to be under notice by Unilever of termination of employment. Paul
Polman’s service contract is dated 7 October 2008 and Jean-Marc
Huët’s service contract is dated 19 March 2010.
The Executive Directors’ service contracts provide that their
remuneration is reviewed (although not necessarily increased)
at least on an annual basis and that Unilever reimburses them
for all reasonable business expenses.

ɒ Executive Directors are subject to a notice period of 12 months
from Unilever and six months’ notice from the Executive
Director in line with both the practice of many comparable
companies and the entitlement of other senior executives
in Unilever.
ɒ Severance payments in relation to the service contract are
limited to no more than one year’s base salary plus the fixed
allowance and other benefits, unless the Boards, at the
proposal of the Committee, find this manifestly unreasonable
given the circumstances or unless dictated by applicable law.
ɒ The Committee has the discretion to determine appropriate
bonus amounts and vesting of share-based awards taking
into consideration the circumstances in which an Executive
Director leaves.

Treatment of share-based incentives in the event
of a change of control
In the event of a change of control, matching shares awarded
under the MCIP and shares awarded under the GSIP will generally
vest based on performance at that time and may, at the discretion
of the Board, be pro-rated for time. Alternatively, participants may
be required to exchange their awards for equivalent awards over
shares in the acquiring company.

Non-Executive Directors’ letters of appointment
The terms of engagement of Non-Executive Directors are
set out in letters of appointment. Non-Executive Directors are
currently appointed for a three-year term, subject to satisfactory
performance, re-nomination and re-election at annual
shareholder meetings. Non-Executive Directors may terminate
their engagement upon three months’ notice. The letters of
appointment do not contain provision for notice periods or
compensation if their appointments are terminated by Unilever.

Non-Executive Director
Michael Treschow
Louise Fresco
Ann Fudge
Charles Golden
Byron Grote
Sunil B Mittal
Hixonia Nyasulu
Sir Malcolm Rifkind
Kees Storm
Paul Walsh

Date first
appointed to the
Board

Effective date of
current letter of
appointment

16 May 2007
14 May 2009
14 May 2009
9 May 2006
9 May 2006
12 May 2011
16 May 2007
12 May 2010
9 May 2006
14 May 2009

15 May 2007
25 May 2009
7 June 2009
17 May 2007
16 May 2007
12 May 2011
15 May 2007
13 May 2010
15 May 2007
21 May 2009

With effect from the 2013 AGMs, all Non-Executive Directors
will sign new letters of appointment. Continuation of appointment
is subject to satisfactory performance, re-nomination at the
discretion of the Boards on the recommendation of the
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In considering appointments to the Boards, the Directors and
Unilever give due consideration to the time commitment required
to fulfil the role appropriately.

Non-Executive Directors are encouraged to build up a personal
shareholding of at least one-times their annual fees over the five
years from 1 January 2012 (or appointment if later).

Remuneration policy – supplementary information
Differences in pay policy for directors and other
employees generally
Remuneration arrangements are determined throughout the
Group based on the same principle – that reward should support
our business strategy and should be sufficient to attract and
retain high-performing individuals without paying more than
is necessary. Unilever is a global organisation with employees
at a number of different levels of seniority and in a number of
different countries and while this principle underpins all reward
arrangements, the way it is implemented varies by geography and
level. All senior management participate in the MCIP and receive
long-term incentive awards.

Non-Executive Directors’ fees
Typically for ‘good leavers’, bonus amounts (as estimated by the
Committee) and other share-based awards will be pro-rated for
time in service to termination and will, subject to performance,
be paid at the usual time. Good leavers will be determined at
the discretion of the Board in appropriate circumstances.

All Non-Executive Directors were re-appointed to the Boards
at the 2012 AGMs. The unexpired term for all Non-Executive
Directors’ letters of appointment is the period up to the 2013
AGMs, as they all, unless they are retiring, submit themselves
for annual re-election.
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Nominating and Corporate Governance Committee and
re-election at forthcoming annual shareholder meetings.
The new letters of appointment allow for Unilever to terminate
a Non-Executive Director’s appointment in cases of gross
misconduct, bankruptcy or where the Non-Executive Director
is prevented from occupying such a position by law. The new
letters of appointment do not contain provision for notice periods
or compensation if their appointments are terminated by Unilever.
As with the current letters of appointment, Non-Executive
Directors may terminate their engagement upon three months’
notice. Except in exceptional circumstances, the Boards will not
propose Non-Executive Directors for re-nomination when nine
years have elapsed since the date of their appointment.

Unilever Annual Report and Accounts 2012

Non-Executive Directors receive annual fees from NV and PLC.
No other remuneration is given in respect of their non-executive
duties. The Boards determine non-executive fee levels within
a total annual limit specified in PLC’s Articles of Association.
In 2007 shareholders approved an increase in the limit for PLC
to £2,000,000 and to €3,000,000 for NV.
Unilever’s fee levels reflect the commitment and contribution
expected by the Group and are set taking into account Unilever’s
Group-wide reward philosophy. Fee levels are benchmarked at
regular intervals against those paid in other global non-financial
companies based in Europe.
With effect from 1 January 2012, Unilever moved to a modular
fee structure for Non-Executive Directors to better reflect the
roles and responsibilities for Committee membership and
Chairmanship. The fees are split 50:50 between PLC (in sterling)
and NV (in euros). Fees for the Chairman and Vice-Chairman
are all-inclusive.
There were no fee increases to the Non-Executive Director
fee levels for 2013.
NV

Chairman

PLC

€313,570

and

£275,000

Vice-Chairman

€94,070

and

£82,500

Basic Non-Executive fee

€42,760

and

£37,500

Committee Chair:
Audit

€17,100

and

£15,000

Nominating and Corporate
Governance

€11,400

and

£10,000

Compensation and Management
Resources

€11,400

and

£10,000

Corporate Responsibility

€11,400

and

£10,000

Committee Members:
Audit

€8,550

and

£7,500

Nominating and Corporate
Governance

€5,700

and

£5,000

Compensation and Management
Resources

€5,700

and

£5,000

Corporate Responsibility

€5,700

and

£5,000
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Consideration of conditions elsewhere in the Group
When determining the pay of Executive Directors the Committee
considers the pay arrangements for other employees in the Group
to ensure that remuneration arrangements for Executive
Directors remain reasonable.
Unilever employs over 170,000 people in 96 locations and given
this geographic spread the Committee did not consider that it was
appropriate to consult employees on the remuneration policy for
Executive Directors during the year.
Incentive awards granted to Executive Directors that are not
subject to performance metrics
No incentive awards were made without performance metrics
in the year.
Consideration of shareholder views
The Committee takes the views of shareholders very seriously
and these views have been influential in shaping our policy and
practice. Over the last 12 months we have maintained an open and
regular dialogue with our shareholders on remuneration matters
including consulting with our largest shareholders in the UK and
the Netherlands on the performance metrics for the long-term
incentive arrangements and the revised format of the Report.

Remuneration scenarios – our emphasis on
performance-related pay
It is Unilever’s policy that the total remuneration package for
Executive Directors should be competitive with other global
companies and that a significant proportion should be
performance-related.
The Committee typically reviews, on at least an annual basis,
the impact of different performance scenarios on the potential
reward opportunity and pay-outs to be received by Executive
Directors and the alignment of these with the returns that might
be received by shareholders.
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The Committee may make awards on hiring an external candidate
to ‘buyout’ remuneration arrangements forfeited on leaving
a previous employer. In doing so the Committee will take account
of relevant factors including any performance conditions attached
to these awards, the form in which they were granted (eg cash or
shares) and the time over which they would have vested. Generally

DIRECTORS’ REMUNERATION POLICY

Service contracts and policy on payment
for loss of ofﬁce (not auditable)
The requirement to disclose the company’s policy on setting directors’ notice periods
and any provision in a director’s service contract that would have an impact on the
company’s liability in the event of termination is not new. However, the Regulations
require disclosure of the impact of the provisions in any current or prospective director’s
service contract on any remuneration payment, the detail of how a termination payment
will be calculated and whether the circumstances of cessation and/or performance are
relevant to any exercise of discretion.
There are grandfathering provisions to enable a company to make payments under
an agreement that pre-dated the release of draft legislation on 27 June 2012 (and
is not subsequently amended or renegotiated) even if the payments are inconsistent
with the approved policy in force at that time. However, there is still a requirement
to disclose the impact any such contractual agreement might have on the quantum
of a termination payment.
What is required:

Paragraphs 30 and 36 of the Regulations

k Policy on setting directors’ notice periods.
k The principles on which payments for loss of ofﬁce will be determined, including:
– How each component of the payment will be calculated.
– Whether, and if so how, the circumstances of the loss of ofﬁce and performance
during the period of qualifying service are relevant to any exercise of discretion.

– Any pre-27 June 2012 contractual provision that could impact the quantum.
k Disclosure of any existing or proposed obligation in a service contract that could give
rise to remuneration payments or payments for loss of ofﬁce not otherwise disclosed.

k Provisions in a NED’s letter of appointment must be disclosed where relevant.
k If service contracts are not kept available for inspection at the company’s registered
ofﬁce, their location and a link to any website on which they are held must be provided.

What could add value:
k Clarity over the circumstances in which a leaver would fall into a particular category
that would affect the exit payment.

k Explanation of how each category of leaver is treated including:
– When awards vest.
– Whether they are pro-rated.
– The extent to which performance is taken into account.
k Where the directors reserve the right to exercise discretion, the extent of that discretion
if not disclosed elsewhere.

k Tabulated disclosure with each element of remuneration and its treatment
described separately.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

DIRECTORS’ REMUNERATION POLICY continued

Remuneration Report

DIRECTORS’ REMUNERATION POLICY continued

SERVICE CONTRACTS AND POLICY ON PAYMENT FOR LOSS OF OFFICE
Standard provision

Policy

Other provisions in service contracts

EDs may be required to work during the
notice period or may be provided with
pay in lieu of notice if not required to
work the full notice period

Gene Rico has a non-compete provision
in his service contract for the period of
notice. This term was agreed
prior to 27 June 2012

12 months' notice from company

Compensation for loss of ofﬁce in
service contracts

No more than 12 months' salary,
pension and beneﬁts

Payable monthly and subject to
mitigation if ED obtains alternative
employment

Treatment of annual bonus on
termination under plan rules

No payment unless employed on date
of payment of bonus except for ‘good
leavers’: death, disability, redundancy
and other circumstances at the
Committee’s discretion

‘Good leavers’ are entitled to a bonus
pro-rated to the period of service during
the year

12 months' notice from ED

TOTAL REMUNERATION OPPORTUNITY

Details

Notice periods in ED’s service contracts

The total remuneration for each of the EDs that could result from the proposed remuneration policy in 2014 under three different performance levels
is shown below.

GENE RICO
PERCENTAGES/AMOUNTS (£,000’s)

All EDs are subject to annual re-election

Treatment of unvested long-term
incentive and deferred share awards
on termination under plan rules

All awards lapse except for ‘good
leavers’: death, disability, redundancy,
and other circumstances at the
Committee’s discretion

At the time of his recruitment it was
agreed that Gene Rico’s contract
should provide for payment of an
amount equal to the average of the last
three years’ bonuses on termination
in the event of a change of control.
This was necessary to secure
his appointment

For ‘good leavers’, vesting is dependent
on performance to date of leaving and
pro-rated for period employed

Intended only to be relied upon
to provide ﬂexibility in unusual
circumstances

The Committee’s determination will
take into account the particular
circumstances of the ED’s departure
and the recent performance of
the company

EDs may accept one Board appointment
in another listed company

Chairman's approval must be sought
before accepting appointment. Fees may
be retained by director. None of the EDs
holds an outside appointment currently

NEDs

No notice period; appointed for initial
three-year term; normally serve two
terms, exceptionally three

All NEDs are subject to annual
re-election. No compensation payable
if required to stand down

DATES OF DIRECTORS’ SERVICE CONTRACTS/ LETTERS OF APPOINTMENT
Gene Rico
Nigel Mitchell
Sarah Collins
Gary Gold

SERVICE CONTRACTS AND POLICY ON PAYMENT FOR LOSS OF OFFICE
Standard provision

Policy

Details

Other provisions in service contracts

Notice periods in ED’s service contracts

12 months' notice from company

EDs may be required to work during the
notice period or may be provided with
pay in lieu of notice if not required to
work the full notice period

Gene Rico has a non-compete provision
in his service contract for the period of
notice. This term was agreed
prior to 27 June 2012

12 months' notice from ED

All EDs are subject to annual re-election
Compensation for loss of ofﬁce in
service contracts

Treatment of annual bonus on
termination under plan rules

No more than 12 months' salary,
pension and beneﬁts

Payable monthly and subject to
mitigation if ED obtains alternative
employment

No payment unless employed on date
of payment of bonus except for ‘good
leavers’: death, disability, redundancy
and other circumstances at the
Committee’s discretion

‘Good leavers’ are entitled to a bonus
pro-rated to the period of service during
the year

All awards lapse except for ‘good
leavers’: death, disability, redundancy,
and other circumstances at the
Committee’s discretion

For ‘good leavers’, vesting is dependent
on performance to date of leaving and
pro-rated for period employed

Exercise of discretion

Intended only to be relied upon
to provide ﬂexibility in unusual
circumstances

The Committee’s determination will
take into account the particular
circumstances of the ED’s departure
and the recent performance of
the company

Outside appointments

EDs may accept one Board appointment
in another listed company

Chairman's approval must be sought
before accepting appointment. Fees may
be retained by director. None of the EDs
holds an outside appointment currently

NEDs

No notice period; appointed for initial
three-year term; normally serve two
terms, exceptionally three

All NEDs are subject to annual
re-election. No compensation payable
if required to stand down

Treatment of unvested long-term
incentive and deferred share awards
on termination under plan rules

At the time of his recruitment it was
agreed that Gene Rico’s contract
should provide for payment of an
amount equal to the average of the last
three years’ bonuses on termination
in the event of a change of control.
This was necessary to secure
his appointment

Annual variable
Multiple period variable

31%
41%

22%

Total £2,166
29%

Total £3,321

Fixed elements

Gene Rico’s contract states that
awards will not be pro-rated for
period employed

Copies of directors’ service contracts and letters of appointment are available for inspection at the company’s registered office and can also be viewed on our
website. The dates of their service contracts and letters of appointment and details of the outstanding term are shown below.

Standard provision

Total £1,011

47%
30%

PERCENTAGES/AMOUNTS (£,000’s)
Fixed pay

The Committee has discretion to vary
the level of vesting

Exercise of discretion

100%

NIGEL MITCHELL

The Committee has discretion to reduce
the entitlement of a ‘good leaver’
in line with performance and the
circumstances of the termination

Outside appointments

Fixed elements
Fixed pay
On-target
Maximum

On-target
Maximum

100%

Total £603

Annual variable
Multiple period variable

51%
34%

29%

20%

Total £1,178

39%

26%

Total £1,753

SARAH COLLINS
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £552

51%

29%

34%

29%

Annual variable
Multiple period variable
20%

Total £1,084
26%

Total £1,615

GARY GOLD
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay

100%

Total £457

Annual variable

Date of service contract/ letter of appointment

12.12.2005

On-target

Multiple period variable
47%

32%

31%

41%

21%

Total £970

10.09.2003
15.05.2008
01.09.2013

Antony Wilder

16.03.2009

Angela Hawker

10.04.2009

Maximum

28%

Terry Noble

15.03.2010

Notes:
t Fixed pay is base salary for 2014 plus the value of pension and benefits.

Alan Richman

15.03.2010

t The value of pension and benefits in kind is taken from the single total figure of remuneration for 2013.

Sarah Sands

20.04.2013

Michael White

20.04.2013

Total £1,482

t On-target performance is the level of performance required to deliver 50% of the maximum annual bonus and 50% of the full LTIP award.
t Maximum performance would result in the maximum bonus payment and 100% vesting of LTIP award.

All directors are put forward for re-election at each AGM
ED’s service contracts include a 12-month outstanding term
NEDs’ letters of appointment contain no notice period

08

Included all aspects of service contract
policy in one table.
Given the reason for
special terms for the CEO.

The Committee has discretion to reduce
the entitlement of a ‘good leaver’
in line with performance and the
circumstances of the termination
Gene Rico’s contract states that
awards will not be pro-rated for
period employed

The Committee has discretion to vary
the level of vesting

Explained the exit payment policy for all
elements of pay.

Indicated the Remuneration Committee’s
approach to the exercise of discretion.

Copies of directors’ service contracts and letters of appointment are available for inspection at the company’s registered office and can also be viewed on our
website. The dates of their service contracts and letters of appointment and details of the outstanding term are shown below.

DATES OF DIRECTORS’ SERVICE CONTRACTS/ LETTERS OF APPOINTMENT
Standard provision

Gene Rico

Date of service contract/ letter of appointment

12.12.2005

Nigel Mitchell

10.09.2003

Sarah Collins

15.05.2008

Gary Gold

01.09.2013

Antony Wilder

16.03.2009

Angela Hawker

10.04.2009

Terry Noble

15.03.2010

Alan Richman

15.03.2010

Sarah Sands

20.04.2013

Michael White

20.04.2013

All directors are put forward for re-election at each AGM
ED’s service contracts include a 12-month outstanding term
NEDs’ letters of appointment contain no notice period

08

28

09

To see more on this example, refer to
page 8 of the Generico report in the
appendix at the back of this document.

EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

WPP plc

If the executive director leaves du
r of the performance period, the award w

Disclosure of how each element of pay is treated in ‘good
leaver’ circumstances; separate statement of terms applying
to Sir Martin Sorrell.

Terms that apply to Sir Martin Sorrell

,

See WPP plc annual report and accounts 2012 page 131
www.wpp.com

e period

At will’
months
months

onation,

How we behave and how we’re rewarded

How we behave and how we’re rewarded

Letter from the chairman of the Compensation Committee

Letter from the chairman of the Compensation Committee

Annual Report & Accounts 2012
period. If the executive director leaves during the first
year of the performance period, the award will lapse.

How
H
ow do these policies affectt pote
potential
ential compensation
n packages?
packages
p
?

Policy on direc
directors’
directors
tors contracts

These graphs seek to demonstrate how pay varies with performance. Given the significant reduction
to Sir Martin Sorrell’s compensation package from 1 January 2013, the committee considered it helpful
to illustrate the impact of this reduction.

The Company’s policy on directors’ service contracts
is that they should be on a rolling basis without a
specific end date.
Sir Martin Sorrell’s service contract may be
terminated by either the Company, or Sir Martin,
without notice, or any payment in lieu of notice.

Sir Martin Sorrell £000 (2011 package)
100%

Minimum

24%

49%

£13,772

20%

11%

69%

£32,947

Sir Martin Sorrell £000 (2013 proposed package)
100%

Minimum

£2,907

38%

On-plan

33%

29%

£7,648

26%

15%

Maximum
0

59%

5,000

10,000

15,000

£19,110
20,000

25,000

30,000

Sir Martin Sorrell
Paul Richardson
Mark Read

Effective from

Notice period

19 Nov 2008
19 Nov 2008
19 Nov 2008

‘At will’
12 months
6 months

Executive directors are permitted to serve as nonexecutives on the boards of other organisations.
If the Company is a share owner in that organisation,
non-executive fees for those roles are waived.
However, if the Company is not a share owner
in that organisation, any non-executive fees can
be retained by the office holder.

£985

34%

47% 19%

36%

17%

Maximum
0

1,000

2,000

3,000

47%

4,000

5,000

100%

Minimum

£2,899

On-plan

£5,770

Maximum

6,000

39%

£471
47% 14%

500

£1,210

39%

22%

0

1,000

39%

1,500

2,000

£2,171
2,500

In illustrating the scenario charts above, the following assumptions have been made:
Fixed elements

Consists of base salary & fees, beneﬁts (including DEPs) and pension
Base salary & fees are as per the policy table for the CEO and the single ﬁgure table for the CFO
and the CEO WPP Digital
Beneﬁts and DEPs are as per the single ﬁgure table
Pension is as per the policy table
£000

Long-term
incentives

130

Base salary & fees

Beneﬁts & dividends

Pension

Total ﬁxed

Sir Martin Sorrell (2011 ﬁgures)
1,150 (1,306)
1,297 (1,806)
460 (585)
2,907 (3,697)
Paul Richardson
684
96
205
985
Mark Read
425
3
43
471
On-plan scenario assumes target bonus is paid for achievement of performance measures
Maximum scenario assumes the full bonus is paid for achieving stretch performance measures
On-plan scenario assumes threshold vesting of 20% of the award (2011: 30%)
Maximum scenario assumes vesting of 100% of the award

Short-term
incentives

Effective from

Mark Read £000

100%

Minimum

On-plan

Effective from

er

N

26 Feb 200
2

Non-executive directors

35,000

Standard terms

Paul Richardson £000

Non-executive directors

Terms that apply to Sir Martin Sorrell

Sir Martin Sorrell’s deferred LEAP awards and
his Deferred Stock Units (DSUs) will be paid out
unconditionally on termination of employment.
The performance requirements in respect of these
awards have already been met and the awards are
therefore no longer subject to any leaver provisions.
In relation to his annual bonus, if Sir Martin
ceases to be an employee after the end of the
performance period, he will be entitled to receive
his bonus to the extent that the performance targets
have been achieved. In relation to the long-term
incentive plans, unless he is terminated for cause,
he will be treated as having retired on leaving the
Company and therefore a ‘Good Leaver’.

£3,697

27%

On-plan

Maximum

Sir Martin Sorrell’s deferred LEAP awards and
his Deferred Stock Units (DSUs) will be paid out
unconditionally on termination of employment.
The performance requirements in respect of these
awards have already been met and the awards are
therefore no longer subject to any leaver provisions.
In relation to his annual bonus, if Sir Martin
ceases to be an employee after the end of the
performance period, he will be entitled to receive
his bonus to the extent that the performance targets
have been achieved. In relation to the long-term
incentive plans, unless he is terminated for cause,
he will be treated as having retired on leaving the
Company and therefore a ‘Good Leaver’.

Cash bonus – for the purposes of any annual
cash bonus entitlement, if the executive director is
still employed on the bonus payment date (including
if under notice, if notice was given after the
performance period ended), he or she will receive his
or her bonus in the usual way. No payment will be
made if employment is terminated before the end of
the performance period, or if the executive is not
employed on the bonus payment date.
Deferred share bonus – provided the executive is
a ‘Good Leaver’, any unvested deferred share awards
(ESAs) will be reduced on a time pro rata basis and
paid on the vesting date.
Long-term incentive awards – provided the
executive director is a ‘Good Leaver’, any unvested
long-term incentive awards which are in at least the
second year of the performance period will vest after
the end of the performance period. However, the
award will be pro-rated as well as dependent on
WPP’s performance for the whole of the performance

Notice period

Philip Lader

26 Feb 2001

2 months

Colin Day

25 Jul 2005

2 months

Esther Dyson

29 Jun 1999

Orit Gadiesh

2 months

28 Apr 2004

Ruigang Li

2 months

11 Oct 2010

Stanley Morten
Koichiro Naganuma

2 months

02 Dec 1991

2 months

23 Jan 2004

2 months

10 Jul 1991

2 months

Jeffrey Rosen

John Quelch

20 Dec 2004

2 months

Timothy Shriver
Paul Spencer

06 Aug 2007
28 Apr 2004

2 months
2 months

11 Oct 2010

2 months

Sol Trujillo

WPP ANNUAL REPORT 2012

WPP ANNUAL REPORT 2012
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Johnson Matthey Plc

Neil Carson

Tabulated disclosure of treatment of LTI and annual bonus
on termination.
See Johnson Matthey Plc annual report and accounts 2013
page 126
www.matthey.com

Robert MacLeod

Larry Pentz

Bill Sandford

Employing company

Johnson Matthey Plc

Johnson Matthey Plc

Johnson Matthey Plc

Johnson Matthey Plc

Date of service agreement

1st August 1999

3rd February 2009

1st June 2006

21st July 2009

Date of appointment as director

1st August 1999

22nd June 2009

1st August 2003

21st July 2009

Contract duration

No fixed term.

Notice period

Not less than 12 months’ notice of termination by the company.
Not less than six months’ notice of termination by the director.

Post-termination restrictions

The contracts of employment contain the following restrictions on the director for the following
periods from the date of termination of employment:
– non-compete – six months.
– non-solicitation of customers and suppliers –12 months.
– non-solicitation of employees – 12 months.

Mitigation

The directors’ service contracts do not provide for mitigation for loss of office by directors.
However, the MDRC rigorously applies the principle of mitigation where appropriate to reduce
compensation on early termination to reflect departing directors’ obligations to mitigate loss.

Summary termination – payment in lieu
of notice

The company may, in its absolute discretion, terminate the employment of the director with
immediate effect by giving written notice together with payment of:
•
One year’s gross base salary plus the value of one year’s other contractual benefits receivable
(or, where prior notice of termination has been given, gross base salary and the value of any
other contractual benefits receivable in respect of the unexpired portion of such notice).

Termination payment – change of control

Upon termination by the company, within one year after a change of control of the company,
liquidated damages of:
•
Gross base salary plus the value of all other contractual benefits in respect of the 12 months’
notice period for termination by the company, less the period of any notice given by the
company to the director.

Termination – treatment under LTIP

Under the company’s LTIP, participants generally forfeit their allocations upon leaving.
Under the LTIP rules, good leavers (i.e. participants who leave early on account of injury,
disability or ill health, a sale of their employer or the business in which they are employed,
statutory redundancy, retirement or other reasons with the approval of the MDRC) will not lose
their awards. In these circumstances, allocations will continue to vest on the normal vesting date
subject to the performance target. The extent to which allocations vest is subject to pro-rating
based on the time which has elapsed since the date of the allocation to the date of leaving as
compared to the period between the allocation date and the normal release date.

Termination – treatment of annual bonus
under Executive Compensation Plan
(the Plan)

126 Johnson Matthey / Annual Report & Accounts 2013 / Report of the Directors – Governance

Employees leaving as good leavers will usually be entitled, at the MDRC’s discretion, to a bonus
payment, payable at the usual payment date, based on the proportion of the year actually worked,
provided they have completed four month’s service in that year. At the MDRC’s discretion, they will
also be entitled to any share awards relating to the deferred element of the bonus which have not
achieved the three year deferral period. These shares will be released at the normal release date.

127

.06 Governance

2013

Remuneration Report continued

Redundancy scheme

ANNUAL REPORT & ACCOUNTS

Addendum – Other Historical and Statutory Information

Service Contracts and Termination Payments
The table below summarises certain key provisions of executive directors’ service contracts and the treatment of payments on termination
of employment.
The full contracts of service of the executive directors (as well as the terms and conditions of appointment of the non-executive directors)
are available for inspection at the registered office of the company during normal business hours as well as prior to and during the forthcoming
annual general meeting of the company.
Summary of Key Provisions of Executive Directors’ Service Contracts and Treatment of Payments on Termination
Neil Carson

Employing company

Johnson Matthey Plc

Robert MacLeod

Larry Pentz

Bill Sandford

Johnson Matthey Plc

Johnson Matthey Plc

Johnson Matthey Plc

1st August 1999

3rd February 2009

1st June 2006

21st July 2009

1st August 1999

22nd June 2009

1st August 2003

21st July 2009

Participation is at the discretion of the MDRC and is subject to the rules of the Plan.
Under the Plan rules, employees voluntarily leaving the company’s employment will not normally
receive a bonus, except at the discretion of the MDRC. They will also normally forfeit the share
awards relating to the deferred element of bonus which have not achieved the three year deferral
period at their date of leaving.

The director is not entitled to any benefit under any redundancy payments scheme operated by
the company.

Johnson Matthey and FTSE 100 Total Shareholder Return Rebased to 100
The following graph charts total cumulative shareholder return of the company for the five year period from 31st March 2008 to 31st March
2013 against the FTSE 100 as the most appropriate comparator group, rebased to 100 at 1st April 2008.
180
160
140

Date of service agreement
Date of appointment as director

TECHNOLOGY
LEADERSHIP

Contract duration

No fixed term.

Notice period

Not less than 12 months’ notice of termination by the company.
Not less than six months’ notice of termination by the director.

Post-termination restrictions

The contracts of employment contain the following restrictions on the director for the following
periods from the date of termination of employment:
– non-compete – six months.
– non-solicitation of customers and suppliers –12 months.
– non-solicitation of employees – 12 months.

Mitigation

The directors’ service contracts do not provide for mitigation for loss of office by directors.
However, the MDRC rigorously applies the principle of mitigation where appropriate to reduce
compensation on early termination to reflect departing directors’ obligations to mitigate loss.

Summary termination – payment in lieu
of notice

The company may, in its absolute discretion, terminate the employment of the director with
immediate effect by giving written notice together with payment of:
•
One year’s gross base salary plus the value of one year’s other contractual benefits receivable
(or, where prior notice of termination has been given, gross base salary and the value of any
other contractual benefits receivable in respect of the unexpired portion of such notice).

developing products to enhance quality of life

Termination payment – change of control

Termination – treatment under LTIP

Upon termination by the company, within one year after a change of control of the company,
liquidated damages of:
•
Gross base salary plus the value of all other contractual benefits in respect of the 12 months’
notice period for termination by the company, less the period of any notice given by the
company to the director.

100
80
60
40
20
March 2008

March 2009
Johnson Matthey

March 2010

March 2011

March 2012

March 2013

FTSE 100

As at 31st March 2013, Johnson Matthey was ranked 70th by market capitalisation in the FTSE 100.

Historical Data Regarding Chief Executive’s Remuneration
The table below sets out the total remuneration of the Chief Executive over the last five years.
Chief Executive Single Figure of Remuneration
2008/09
£'000

2009/10
£'000

2010/11
£'000

2011/12
£'000

2012/13
£'000

Under the company’s LTIP, participants generally forfeit their allocations upon leaving.
Under the LTIP rules, good leavers (i.e. participants who leave early on account of injury,
disability or ill health, a sale of their employer or the business in which they are employed,
statutory redundancy, retirement or other reasons with the approval of the MDRC) will not lose
their awards. In these circumstances, allocations will continue to vest on the normal vesting date
subject to the performance target. The extent to which allocations vest is subject to pro-rating
based on the time which has elapsed since the date of the allocation to the date of leaving as
compared to the period between the allocation date and the normal release date.

Termination – treatment of annual bonus
under Executive Compensation Plan
(the Plan)

120

Participation is at the discretion of the MDRC and is subject to the rules of the Plan.

Salary
Bonus
LTIP / share options
Benefits
Payment in lieu of pension
Total

680
105
620
24
170

700
700
–
21
175

733
750
614
21
183

768
867
1,469
22
192

794
–
1,666
22
199

1,599

1,596

2,301

3,318

2,681

The above data are calculated according to the same methodology as applied in the single figure table on page 119.

Under the Plan rules, employees voluntarily leaving the company’s employment will not normally
receive a bonus, except at the discretion of the MDRC. They will also normally forfeit the share
awards relating to the deferred element of bonus which have not achieved the three year deferral
period at their date of leaving.
Employees leaving as good leavers will usually be entitled, at the MDRC’s discretion, to a bonus
payment, payable at the usual payment date, based on the proportion of the year actually worked,
provided they have completed four month’s service in that year. At the MDRC’s discretion, they will
also be entitled to any share awards relating to the deferred element of the bonus which have not
achieved the three year deferral period. These shares will be released at the normal release date.

Redundancy scheme

The director is not entitled to any benefit under any redundancy payments scheme operated by
the company.
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Statement of consideration of shareholder views
(not auditable)
In recent years, it has been good practice for companies to reﬂect, in the
remuneration report, on how the views of shareholders have been taken into account.
The requirement under the Regulations is rather more speciﬁc, referring to views
expressed at the AGM, or otherwise, and appears to be seeking transparency over
engagement rather than a simple reference to adherence to investor guidance.
What is required:

Paragraph 40 of the Regulations

k A statement of whether shareholders’ views at the last AGM (or other general meeting)
or otherwise have been taken into account.

k Explanation of how their views have affected the formulation of remuneration policy.
What could add value:
k Description of approach to shareholder consultation.
k Overview of which shareholders have been consulted.
k Detail of the issues raised by shareholders and how they have been dealt with.
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NEDS’ FEES POLICY

STATEMENT OF IMPLEMENTATION OF REMUNERATION POLICY IN 2013
The differences between the remuneration policy for 2013 and the policy on which shareholders will vote at the 2014 AGM are set out below.

Fees for NEDs
How the element supports our
strategic objectives

Operation of the element

To attract NEDs who have a broad range
of experience and skills to oversee the
implementation of our strategy

NEDs’ fees are set by the Board as a
whole; the Chairman’s fees are set by
the Committee

Maximum potential value and payment
at threshold

Performance metrics used, weighting and
time period applicable

Current fee levels are shown in the
section on implementation of policy

NEDs are not eligible to participate in
any performance-related arrangements

Annual fees are paid in 12 equal monthly
instalments during the year

Component

Operation of the component

Maximum potential value

No difference

Performance metrics used, weighting and
time period applicable

Base salary

No difference

Beneﬁts

No difference

No difference

No difference

Annual bonus

No mandatory deferral or claw back
provision for 2013 bonus

No difference

In 2013, the annual bonus was based
on the following metrics:

N/A

AWB market share

Fees are reviewed every two years
against those for NEDs in companies of
similar scale and complexity

GPS market share

Fees were last reviewed at the end of
2012 and will be increased with effect
from 1 July 2013

GPS operating margin

AWB operating margin

Cash added value

NEDs are not eligible to receive beneﬁts
and do not participate in incentive
or pension plans

Defect rate per million
Employee retention
Each ED had differently weighted KPIs

STATEMENT OF CONSIDERATION OF SHAREHOLDER VIEWS

LTIP

The Committee consults with the company’s top ten shareholders in the first quarter of each financial year to understand their expectations with regard to
executive remuneration and any changes in shareholder views. This year, major shareholders were consulted on the proposed changes to remuneration policy
outlined in the Annual Statement. The Committee responded to shareholders’ feedback by reducing the size of awards and including a claw back provision
on the LTIP. The shareholders consulted indicated that they would be supportive of the company’s directors’ remuneration policy after these amendments
had been incorporated.

Details of performance targets are provided later in this report.

No mandatory claw back provision
for 2013 awards

Maximum grant 200% of salary;
normal grant policy:

50% of award dependent on TSR ranking
against peer group

CEO – 175% of salary

50% of award dependent on average
annual real growth in EPS

Other EDs – 150% of salary

None of the EDs received an increase in base salary last year.

BASE SALARY
Base salary
£’000
1 July 2013

Gene Rico
Nigel Mitchell
Robert Black

750
450

Percentage
increase

1 July 2012

750
450

0%
0%

420

420

Sarah Collins

400

400

Gary Gold

400

0

N/A

Fees
£’000

Percentage
increase

1 July 2013

1 July 2012

0%

250

250

0%

NED fees were increased with effect from 1 July 2013. Fee rates for 2012 and 2013 are shown below.

ANNUAL FEES

Role

Chair

0%

Senior Independent Director

25

25

0%

Board fees

50

45

11%

Chair of Board Committee

10

10

0%

5

5

0%

Member of Board Committee

NEDS’ FEES POLICY
Fees for NEDs
How the element supports our
strategic objectives

Operation of the element

To attract NEDs who have a broad range
of experience and skills to oversee the
implementation of our strategy

NEDs’ fees are set by the Board as a
whole; the Chairman’s fees are set by
the Committee

Maximum potential value and payment
at threshold

Performance metrics used, weighting and
time period applicable

Current fee levels are shown in the
section on implementation of policy

NEDs are not eligible to participate in
any performance-related arrangements

10

11

Annual fees are paid in 12 equal monthly
instalments during the year
Fees are reviewed every two years
against those for NEDs in companies of
similar scale and complexity
Fees were last reviewed at the end of
2012 and will be increased with effect
from 1 July 2013
NEDs are not eligible to receive beneﬁts
and do not participate in incentive
or pension plans

STATEMENT OF CONSIDERATION OF SHAREHOLDER VIEWS
The Committee consults with the company’s top ten shareholders in the first quarter of each financial year to understand their expectations with regard to
executive remuneration and any changes in shareholder views. This year, major shareholders were consulted on the proposed changes to remuneration policy
outlined in the Annual Statement. The Committee responded to shareholders’ feedback by reducing the size of awards and including a claw back provision
on the LTIP. The shareholders consulted indicated that they would be supportive of the company’s directors’ remuneration policy after these amendments
had been incorporated.

10

Reference to regular dialogue
with shareholders.
Identiﬁcation of shareholders consulted
and their views.

To see more on this example, refer to
page 10 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

WPP plc

How we behave and how w
Letter from the chairman of the Compen

A detailed explanation of which shareholders were consulted,
the purpose of the consultation and the changes made to
remuneration policy as a result of that consultation.

2012 sha
sshare
hare owne
own
owner
nerr e
eng
engagement
agem ntt and cha
ageme
changes to
to compensation
co
ompensa
ation

See WPP plc annual report and accounts 2012 page 125
www.wpp.com

How we behave and how we’re rewarded

How we behave and how we’re rewarded

Letter from the chairman of the Compensation Committee

Letter from the chairman of the Compensation Committee

Following the 2012 AGM, where share owners’
concerns were demonstrated by the low level of
support for the Compensation Committee Report,
the committee undertook a review of many aspects
of the Executive Remuneration Policy, as detailed
on page 121. While the changes have been discussed
elsewhere, it is also important to set out how the
Company dealt with another aspect of share owners’
concerns, namely how the Company engaged with
share owners to address this feedback on the
Executive Remuneration Policy.
During the summer, the chairmen of both the
Company and the Compensation Committee met with
WPP’s largest share owners (reflecting in excess of 40%
of the Company’s issued share capital) and prominent
institutional investor advisory bodies. The objective
of these meetings was to solicit feedback generally,
in order to understand share owner concerns and
opinions before formulating new proposals.
These meetings provided the committee with
constructive feedback with respect to its own
processes, as well as the structure and level of
ompensation for executive directors. Building on
s feedback, the committee undertook extensive
ssions throughout the formulation of its

Annual Report & Accounts 2012
How
Ho
ow we have
ha performed

2012
12 share ow
owner
wner engagement and changes to compensation

Revenue £m

Headline PBIT £m
7,477

8,684

9,331 10,022 10,373

Headline PBIT margin %

1,118

1,017

1,229

1,429

1,531

08

09

10

11

12

20

Headline gross
margin margin %

16
12
8

10,373m

08

09

10

11

1,531m

12

4
0

Relative TSR Rebased to 31 December 20071

Headline diluted earnings per share p
55.5

44.4

56.7

67.7

73.4

08

09

10

11

12

WPP
Publicis
Interpublic

200
150

Omnicom
FTSE 100

73.4p

100
50
0
31.12.07

1

31.12.08

31.12.09

31.12.10

31.12.11

31.12.12

Measured on a common currency basis with a rolling three-month averaging
period against our primary competitors and the FTSE 100 (the broad market
equity index of which WPP is a constituent). Source: DataStream.

How
Ho
ow much the executive directors earned in 2012

Short-term incentive
award against
maximum opportunity

Long-term incentive
award against
maximum opportunity

Sir Martin Sorrell

17,628

62%

86%

Paul Richardson

8,070

68%

86%

Mark Read

2,177

67%

86%

Total
remuneration 1
£000

18

Data based on single ﬁgure for the relevant years
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Within this report, colour is used to denote different
elements of remuneration as follows:

49

22

79

22

26

36

16

35
20%

65
40%

60%

Fixed
Short-term incentives

LEAP (performance element)
LEAP (share price appreciation

Cash-based

Share-based

and dividend element)

124

This year’s Compensation Committee Report is split
into two main sections, as envisaged by the UK
Department for Business Innovation & Skills’ proposals.

45

20

73

17
21

0%

1

17
27

12

recommendations for the structures and levels
of compensation for executive directors in 2013.
Between late September and November 2012,
the committee presented these proposals to share
owners for discussion, with a view to incorporating
feedback into the process of fine-tuning many aspects
of the Executive Remuneration Policy. In January to
March 2013, the committee reverted to share owners
to discuss the final proposals as disclosed in this
Compensation Committee Report. Following these
rounds of consultation, the aggregate changes to the
CEO’s remuneration amounted to a reduction in the
target package of 34% when compared to 2011.
While the final arrangements detailed on page
123 will not meet every share owner’s individual
preferences or views on what is best for the
Company, the committee has sought to balance the
broad range of views expressed by share owners with
the needs of the business. The committee believes
that the changes to the Executive Remuneration
Policy are in the best collective interests of the share
owners of WPP while reinforcing the alignment
with business strategy, and that they will continue
to incentivise, motivate and reward the executive
directors for truly exceptional performance.
The committee would like to thank share owners
for their time and input over the last nine months.

How
ow to use this
th report

2012 pay mix %

2012 total remuneration

Following the 2012 AGM, where share owners’
concerns were demonstrated by the low level of
support for the Compensation Committee Report,
the committee undertook a review of many aspects
of the Executive Remuneration Policy, as detailed
on page 121. While the changes have been discussed
elsewhere, it is also important to set out how the
Company dealt with another aspect of share owners’
concerns, namely how the Company engaged with
share owners to address this feedback on the
Executive Remuneration Policy.
During the summer, the chairmen of both the
Company and the Compensation Committee met with
WPP’s largest share owners (reflecting in excess of 40%
of the Company’s issued share capital) and prominent
institutional investor advisory bodies. The objective
of these meetings was to solicit feedback generally,
in order to understand share owner concerns and
opinions before formulating new proposals.
These meetings provided the committee with
constructive feedback with respect to its own
processes, as well as the structure and level of
compensation for executive directors. Building on
this feedback, the committee undertook extensive
discussions throughout the formulation of its

80%

100%

Fixed elements of remuneration
(base salary and fees, beneﬁts and pension)
Variable elements of remuneration are denoted by:
Short-term incentives
Long-term
Long
term incentives
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How to use this
his report
ion Committee Report is split
nvisaged by the UK
on & Skills’ proposals.

recommendations for the structures and levels
of compensation for executive directors in 2013.
Between late September and November 2012,
the committee presented these proposals to share
owners for discussion, with a view to incorporating
feedback into the process of fine-tuning many aspects
of the Executive Remuneration Policy. In January to
March 2013, the committee reverted to share owners
to discuss the final proposals as disclosed in this
Compensation Committee Report. Following these
rounds of consultation, the aggregate changes to the
CEO’s remuneration amounted to a reduction in the
target package of 34% when compared to 2011.
While the final arrangements detailed on page
123 will not meet every share owner’s individual
preferences or views on what is best for the
Company, the committee has sought to balance the
broad range of views expressed by share owners with
the needs of the business. The committee believes
that the changes to the Executive Remuneration
Policy are in the best collective interests of the share
owners of WPP while reinforcing the alignment
with business strategy, and that they will continu
to incentivise, motivate and reward the executiv
directors for truly exceptional performance.
The committee would like to thank sha
for their time and input over the last nin
n

Annual report on remuneration
This part of the report explains how the remuneration policy has been implemented
in the ﬁnancial year under review. Together with the annual statement, the annual report
on remuneration is subject to an annual advisory shareholder vote.

Single total ﬁgure of remuneration
for each director (auditable)
The single total ﬁgure of remuneration is required for each director serving at any
time during the ﬁnancial year. Any item in the nature of remuneration in respect of
the ﬁnancial year relating to the director’s performance of, or agreement to perform,
qualifying services (including the value of LTIs vesting and pension beneﬁts) must be
included. The Regulations are prescriptive about the information to be displayed in each
column of the single total ﬁgure table but permit the use of a separate table for NEDs
and the re-ordering of columns where sub-totals are included.
Companies can choose in which year to include bonuses or the vesting of long-term
incentive awards where the performance conditions are ‘substantially (but not fully)’
completed by the end of the ﬁnancial year. An estimate of the vested values may be
included in the single ﬁgure for the ﬁnancial year ending immediately before the end
of the relevant performance period, with a ‘true-up’ in the prior year comparative in the
subsequent year’s single total ﬁgure table (providing a suitable explanatory note to the
relevant table in each year).
The only negative ﬁgures to be displayed in the single total ﬁgure table will be those
in respect of recovery or withholding of amounts disclosed in an earlier year. Any
calculated value that is negative (for example, market value options that are ‘underwater’
at the vesting date) must be expressed as zero.
There remains a separate requirement for companies to identify aggregate directors’
emoluments under the Schedule 5 to the Existing Regulations. This could be met by
setting out a separate statement of aggregate directors’ emoluments.
What is required:

Paragraph 4 of the Regulations

k Information for each director in tabular format with ﬁve columns or rows, plus a total
column/row (each column/row having data for the current and prior year) as follows:

k Column (a) Salaries and fees payable for the ﬁnancial year.
k Column (b) All taxable beneﬁts (whether or not in cash) and expense allowances.
k Column (c) Full amount of annual bonus earned (including deferred amounts unless subject
to future performance conditions).

k Column (d) LTIP awards and options that vest by reference to performance conditions that
are met (or substantially met) at the year end.

k Column (e) Pension scheme beneﬁts valued in accordance with the ‘HMRC method’.
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k Additional columns must be included for any other items in the nature of remuneration.
k Footnotes to explain how amounts have been calculated.
What could add value:
k Inclusion of LTIP awards or options for which performance conditions are substantially
met at the year end on an estimated basis.

k Sub-totals to distinguish amounts that are paid out immediately from those that are
subject to further service conditions.

k Sub-totals to meet the requirements of other regulations.
k Separating NEDs’ remuneration into a table that is tailored to their fee structure.
k An alternative orientation of the table that might improve transparency.
The ‘HMRC method’ is explained in the section on Total Pension Entitlements.

The values included in the single total ﬁgure table should be determined
as follows:
k Column (a) Cash paid or receivable by way of salary or fees in respect of the ﬁnancial year.
k Column (b) Pre-tax value of beneﬁts or taxable expense allowances.
k Column (c) Cash equivalent of annual bonus, including any deferral that is not subject
to future performance conditions.

k Column (d) For any long-term incentive award for which performance conditions are met
or substantially met at the end of the ﬁnancial year:
– Cash value of any monetary award.
– Total market price of any shares vesting as at their vesting date (or the estimated number
of shares vesting multiplied by the average share price for the last quarter of the ﬁnancial
year), less any option exercise price payable.
– The value of any additional cash or shares receivable in respect of dividends
accrued (actual or notional).

k Column (e) For pensions:
– The cash value of any allowances in lieu of pension.
– For any pension scheme beneﬁt, the pension input amount calculated under the
‘HMRC method’.
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PERFORMANCE AGAINST PERFORMANCE CONDITIONS FOR LTIP VESTING
BY REFERENCE TO PERFORMANCE IN THE FINANCIAL YEAR (AUDITED INFORMATION)

SINGLE TOTAL FIGURE OF REMUNERATION (AUDITED INFORMATION)
FOR EDS

The LTIP amount included in the 2013 single total figure of remuneration is the conditional share award granted in 2011. Vesting was dependent on
performance over the three financial years ending on 31 December 2013 and continued service until 31 March 2014. The performance achieved against the
performance targets is shown below.

The following table shows a single total figure of remuneration in respect of qualifying services for the 2013 financial year for each ED, together with
comparative figures for 2012. Aggregate directors’ emoluments are shown at the end of the Single total figure of remuneration section. Details of NEDs’
fees are set out in a separate table on page 14.
Taxable
beneﬁts
£’000

Salary
£’000

Single total ﬁgure for EDs

Gene Rico
Nigel Mitchell

Bonus
£’000

LTIP
£’000

Pension
£’000

Total
£’000

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

750

750

16

16

1,050

945

900

700

225

225

2,941

2,638

300

280

135

135

617

535

1,510

1,440

Robert Black*

179

420

6

6

273

246

226

250

54

126

737

1,048

Sarah Collins

400

450

400

7

7

548

493

250

200

120

120

1,325

1,244

Gary Gold**
Total

450

8

8

133

0

7

0

172

0

0

0

40

0

352

0

1,912

2,020

44

37

2,660

2,239

1,675

1,430

574

606

6,865

6,370

* Robert Black left the company on 19 July 2013 because of ill-health. He was paid £552,000 in lieu of his 12 months’ notice period and a proportion of his outstanding
LTIPs were allowed to vest as disclosed in the section on Payments for loss of ofﬁce on page 15.
** Gary Gold joined the Board as an ED on 1 September 2013.

2011 AWARDS
Performance measure

Total shareholder return ranking

ADDITIONAL REQUIREMENTS IN RESPECT OF THE SINGLE TOTAL FIGURE TABLE (AUDITED INFORMATION)
PERFORMANCE AGAINST PERFORMANCE TARGETS FOR ANNUAL BONUS

Gene Rico
Actual

Nigel Mitchell
Max

Actual

Max

Actual

Sarah Collins
Max

Actual

No of shares
vesting

180,000

146,250

Nigel Mitchell

60,000

48,750

Sarah Collins

45,000

36,563

50%

Value of shares
vesting*
£’000

899
300
225

The tables below show the current position against performance targets for LTIP awards outstanding from 2012 and 2013.

Performance
measure

Max

31.25%

8%

81.25%

Conditional share awards in 2012

Target

Percentage of
max achieved

Actual

Ranked
4th

7.50%

No of shares
awarded

CURRENT POSITION ON OUTSTANDING LTIP AWARDS (NOT AUDITED INFORMATION)

ANNUAL BONUS
KPI

Rank of 3rd
or higher

* Average share price for last three months of ﬁnancial year – £6.15 per share.

Bonuses are earned by reference to the financial year and paid in March following the end of the financial year. The bonuses accruing to the EDs in respect
of 2013 are shown below. None of the 2013 bonuses are subject to deferral but mandatory deferral of 50% of any bonus payable is being introduced from the
2014 AGM.

Robert Black
(6 months’ bonus)

Maximum –
100% vesting

5%

Total

2011 Conditional share awards

Gene Rico

Taxable benefits comprise the provision of independent financial advice, car allowance and private medical assessments, valued at the taxable value.

Percentage
of max
Actual
achieved

Target –
25% vesting

Rank of 5th
or higher

Average annual real growth in earnings per share

As the awards had not vested at the date this report was finalised, the average share price for the last three months of the financial year has been used to
determine the value for the purposes of the single total figure. The awards held by the EDs were as follows.

Gary Gold
(4 months’ bonus)
Max

Actual

Total shareholder
return ranking
Earnings per share

Conditional share awards in 2013
Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
7th

5%

7.50%

6%

Performance
measure

Total shareholder
return ranking

Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
3rd

5%

7.50%

9%

Earnings per share

MARKET COMPETITIVENESS
AWB market share
GPS market share

21–23%

24%

100%

6%

100%

4.5–5.5%

25%
25%

25%
25%

25%
25%

25%
25%

40%
40%

40%
40%

30%
15%

30%
15%

40%

13.3%

TOTAL PENSION ENTITLEMENTS (AUDITED INFORMATION)

40%

13.3%

The company’s DB scheme is not open to new joiners. Gene Rico, Nigel Mitchell and Robert Black participated in this pension scheme up to their lifetime
limits. Neither Sarah Collins nor Gary Gold is a member of this scheme.

OPERATIONAL EXCELLENCE
AWB operating margin 12.5–15.5%
GPS operating margin
Defect rate per million
Employee retention
Totals
Bonus receivable

7.2–8.8%

16%

100%

9%

100%

0.77–0.63

0.85

0%

29.7–24.3%

28%

69%

40%
40%
30%

40%
40%
0%

40%
40%
10%

40%
40%
0%

20%
20%
15%

20%
20%
0%

55%
30%
10%

55%
30%
0%

20%

0.7%

20%

0.7%

15%

0.0%

15%

10%

10%

7%

15%

10%

10%

7%

15%

3%

175%

140%

150%

137%

150%

130%

150%

137%

150%

43%

£1,050,000

£616,500

£273,000

£548,000

Details of the pension accrued in the DB Scheme by Gene Rico, Robert Black and Nigel Mitchell in respect of qualifying services are shown below. The value
of the pension under the DB Scheme is calculated using the HMRC Method. The remainder of the pension value was delivered as a cash allowance. Transfer
values are included to satisfy the Listing Rules requirements.

£172,000
Values relating to DB Scheme

SINGLE TOTAL FIGURE OF REMUNERATION (AUDITED INFORMATION)
FOR EDS
The following table shows a single total figure of remuneration in respect of qualifying services for the 2013 financial year for each ED, together with
comparative figures for 2012. Aggregate directors’ emoluments are shown at the end of the Single total figure of remuneration section. Details of NEDs’
fees are set out in a separate table on page 14.
Taxable
beneﬁts
£’000

Salary
£’000

Single total ﬁgure for EDs
2013

Bonus
£’000

2012

2013

2012

2013

2012

LTIP
£’000
2013

Pension
£’000

2012

2013

2012

Increase in
accrued pension Transfer value of
Additional value Pension value in Pension value in
over year net of
net increase in
Normal
of pension on
the year from year from cash
inﬂation accrued pension Retirement Date early retirement
DB Scheme
allowance
£’000
£’000
£’000
£’000
£’000

Total
£’000

350

15

7,000

01/07/2020

0

110

115

225

240

6

4,800

15/10/2030

0

85

50

135

150

5

3,000

13/02/2023

0

14

40

54

12

13

Total
£’000
2013

2012

Gene Rico

750

750

16

16

1,050

945

900

700

225

225

2,941

2,638

Nigel Mitchell

450

450

8

8

617

535

300

280

135

135

1,510

1,440
1,048

Robert Black*

179

420

6

6

273

246

226

250
250
0

54

126

737

Sarah Collins

400

400

7

7

548

493

250

200

120

120

1,325

Gary Gold**

133

0

7

0

172

0

0

0

40

0

352

0

1,912

2,020

44

37

2,660

2,239

1,675

1,430
30

574

606

6,865

6,370

Total

Accrued pension
at year end
£’000

Gene Rico
Nigel Mitchell
Robert Black

1,244

* Robert Black left the company on 19 July 2013 because of ill-health. He was paid £552,000 in lieu of his 12 months’ notice period and a proportion of his outstanding
LTIPs were allowed to vest as disclosed in the section on Payments for loss of ofﬁce on page 15.
** Gary Gold joined the Board as an ED on 1 September 2013.

Highlighted 2013 outcomes.
Minimised footnotes.

Taxable benefits comprise the provision of independent financial advice, car allowance and private medical assessments, valued at the taxable value.

ADDITIONAL REQUIREMENTS IN RESPECT OF THE SINGLE TOTAL FIGURE TABLE (AUDITED INFORMATION)
PERFORMANCE AGAINST PERFORMANCE TARGETS FOR ANNUAL BONUS
Bonuses are earned by reference to the financial year and paid in March following the end of the financial year. The bonuses accruing to the EDs in respect
of 2013 are shown below. None of the 2013 bonuses are subject to deferral but mandatory deferral of 50% of any bonus payable is being introduced from the
2014 AGM.

ANNUAL BONUS
KPI

Target

Actual

Percentage
of max
achieved

Gene Rico

Nigel Mitchell

Robert Black
(6 months’ bonus)

Sarah Collins

Gary Gold
(4 months’ bonus)

Max

Actual

Max

Actual

Max

Actual

Max

Actual

Max

Actual

25%

25%

25%

25%

40%

40%

30%

30%

40%

13.3%
13.3%

MARKET COMPETITIVENESS
AWB market share

21–23%

GPS market share

4.5–5.5%

24%

100%

6%

100%

25%

25%

25%

25%

40%

40%

15%

15%

40%

16%

100%

40%

40%

40%

40%

20%

20%

55%

55%

20%

OPERATIONAL EXCELLENCE
AWB operating margin 12.5–15.5%

0.7%

GPS operating margin

7.2–8.8%

9%

100%

40%

40%

40%

40%

20%

20%

30%

30%

20%

0.7%

Defect rate per million

0.77–0.63

0.85

0%

30%

0%

10%

0%

15%

0%

10%

0%

15%

0.0%

29.7–24.3%

28%

69%

Employee retention
Totals
Bonus receivable

12

15%
175%

10%

10%

140%

150%

£1,050,000

7%

15%

137%

150%

£616,500

10%

10%

130%

150%

£273,000

7%

15%

137%

150%

£548,000

3%
43%
£172,000

To see more on this example, refer to
page 12 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

United Utilities
Group PLC

Corporate governance report continued
Implementation report

Includes information required by Regulations in one single
total ﬁgure table for all directors with prior year comparators.

Aggregate remuneration
Table: Directors’ emoluments and long-term incentive payments (audited information)

See United Utilities Group PLC annual report and ﬁnancial
statements 2013 page 64
www.unitedutilities.com

unitedutilities.com

Executive directors
Steve Mogford
659.0
415.8
Russ Houlden
Non-executive directors
John McAdam
267.3
62.8
Catherine Bell
72.8
Paul Heiden
(5)
22.0
David Jones
34.1
Brian May
67.8
Nick Salmon
64.6
Sara Weller

Annual Report and Financial Statements 2013

Annual Report and Financial Statements
for the year ended 31 March 2013

Long-term incentives
Implementation report

Matching share award plan (MSAP)
The committee does not intend to make ongoing awards under
the MSAP in 2013/14 or future years. The following provides
a summary of the operation of the plan for awards in previous
years.

Aggregate remuneration
Table: Directors’ emoluments and long-term incentive payments (audited information)

Gross salary/
fees for the
year ended
31 March
£’000
2013 2012

Bonus earned
for the year
ended
31 March
£’000
2013 2012

Other benefits
Total
in the year
emoluments for
ended
the year ended
31 March
31 March
£’000 (2)
£’000
2013 2012
2013 2012

Executive directors
Steve Mogford
659.0
Russ Houlden
415.8
Non-executive directors

650.0
405.8

723.3
456.4

606.8
374.1

20.5
26.2

John McAdam
Catherine Bell
Paul Heiden
David Jones (5)
Brian May
Nick Salmon
Sara Weller

260.9
61.4
71.4
66.4
n/a
66.4
4.8

n/a
n/a
n/a
n/a
n/a
n/a
n/a

n/a
n/a
n/a
n/a
n/a
n/a
n/a

0.9
0.7
0.0
3.2
0.7
0.7
0.0

267.3
62.8
72.8
22.0
34.1
67.8
64.6

Long-term
Allowances
incentives with
paid in lieu
performance
of pension
period ending
contributions
during the
in the year
year ended
ended
31 March
31 March
£’000
£’000
2013(4) 2012(3) 2013 2012

20.8 1,402.8 1,277.6
n/a
24.4
898.4 804.3 154.1
0.5
0.4
0.6
0.0
n/a
0.4
0.0

268.2
63.5
72.8
25.2
34.8
68.5
64.6

261.4
61.8
72.0
66.4
n/a
66.8
4.8

n/a
n/a
n/a
n/a
n/a
n/a
n/a

n/a
n/a

145.0
91.5

n/a
n/a
n/a
n/a
n/a
n/a
n/a

n/a
n/a
n/a
n/a
n/a
n/a
n/a

Total
remuneration
for the year
ended
31 March (1)
£’000
2013 2012

143.0 1,547.8 1,420.6
89.3 1,144.0 893.6
n/a
n/a
n/a
n/a
n/a
n/a
n/a

268.2
63.5
72.8
25.2
34.8
68.5
64.6

261.4
61.8
72.0
66.4
n/a
66.8
4.8

Notes:
(1)
Total remuneration includes total emoluments for the year, long-term incentives with performance periods ending during the year and allowances paid in lieu of pension contributions.
(2)
For executive directors this includes car allowance, and health, life and income protection insurance. For non-executive directors this includes spouse’s attendance at a company event in the UK,
and where applicable, retirement gifts.
(3)
The outcome of the 2009 awards was not known at the time of last year’s report. The final vesting in respect of those awards was 37.5 per cent. The relative TSR performance condition (relating to
50 per cent of the awards) failed to reach the threshold vesting level. The remaining 50 per cent of awards were based on a scorecard of operational measures, of which 75 per cent were met.
Neither of the current executive directors were participants in the 2009 awards, but the former executive directors Philip Green and Charlie Cornish received 43,170 and 12,007 shares respectively,
related to the pro-rated awards they retained as good leavers.
(4)
The performance period for the 2010 awards ended on 31 March 2013 and the awards vested on 21 May 2013. The final vesting of those awards was 35.3 per cent. Details of the
performance measures are shown on pages 65-66. Former executive director Philip Green received 13,795 shares relating to the vested pro-rated awards he retained as a good leaver.
Russ Houlden received 19,581 vested shares and the value of these shares shown in the table above has been calculated using the closing share price on the date of vesting, which was
787 pence per share.
(5)
David Jones retired from the board at the 2012 AGM on 27 July 2012.

Executive director salaries
Steve Mogford received an increase of 2.4 per cent effective from 1 September 2012, increasing his base salary from £650,000
to £665,500. Russ Houlden also received an increase of 2.4 per cent effective from 1 September 2012, increasing his base
salary from £410,000 to £420,000. The committee was satisfied that both executive directors had made good progress in
delivering the business strategy during the year, and also considered the approach taken in respect of the wider workforce,
along with external benchmark data when deciding to provide these increases.
Annual bonus
The following table summarises the performance measures and bonus outcome for 2012/13 for each of the executive directors:
Table: Annual bonus plan outcome for 2012/13 (as percentage of maximum bonus opportunity)

Measure

Steve Mogford
Max.
Actual

KPI

Operating profit
Customer service in year

Underlying operating profit
Service incentive mechanism
(qualitative and quantitative)
Maintaining and enhancing services
Regulatory capital expenditure (spend
for customers
and outputs)
Sustainability of service and corporate Serviceability and Dow Jones
responsibility
Sustainability Index rating
Personal
n/a
Total as % bonus maximum
Total as % base salary
Total £’000

Russ Houlden
Max.
Actual

30.0%

17.4%

30.0%

17.4%

20.0%

18.0%

20.0%

18.0%

20.0%

20.0%

20.0%

20.0%

20.0%

20.0%

20.0%

20.0%

10.0%
100.0%
130.0%

9.0%
84.4%
109.7%
723.3

10.0%
100.0%
130.0%

9.0%
84.4%
109.7%
456.4

Summary of policy for 2012/13
Voluntary deferral of up to 54 per cent of gross bonus into
MSAP.
 Matched by award of company shares on 1:1 basis.
 Matching structure results in an overall maximum matching
award equal to 70 per cent of base salary, assuming the
maximum bonus applies.
 Three-year performance period applies to the matching
shares starting at the beginning of the financial year in
which awards are granted with 50 per cent based on the
achievement of operational measures and 50 per cent based
on TSR relative to an index (see below for further details).
 Any vesting is subject to the committee being satisfied that
the company’s performance is consistent with underlying
business performance.
 Matching shares accrue dividend equivalents.
 Awards are subject to clawback provisions in the event of a
material overstatement in the financial statements of the
company because of fraud or error.
 Subject to continuing employment. In the case of leavers,
the vesting of awards is at the discretion of the trustee
based on a recommendation from the committee and an
award will not normally vest unless the termination is for a
‘good leaver’ reason (as determined by the committee) such
as retirement or because of ill health, or there are other
special circumstances. Payments are then time pro-rated
and subject to the performance conditions on which awards
were granted (or modified, if appropriate) being satisfied.
Both executive directors elected to defer the maximum
54 per cent of gross bonus into the MSAP relating to their
bonus for 2011/12. This award will be based on performance
from 1 April 2012 to 31 March 2015.
Performance share plan (PSP)
The committee does not intend to make ongoing awards under
the PSP in 2013/14 or future years. The following provides a
summary of the operation of the plan for awards in previous
years.
Summary of policy for 2012/13
 The same performance conditions and continuing
employment conditions which apply to the MSAP also apply
to the PSP.
 PSP shares accrue dividend equivalents.
 Awards are subject to clawback provisions in the event of a
material overstatement in the financial statements of the
company because of fraud or error.

PSP awards during 2012/13 were 70 per cent of salary for
executive directors and will be based on performance from
1 April 2012 to 31 March 2015.
Alongside the awards granted to executives, awards were
also granted to a small number of key employees under the
PSP, with the same performance conditions as apply to the
executive directors (albeit with different weightings between
the TSR and operational performance conditions).
Vesting of 2010 long-term incentives
The same performance period and performance conditions
applied to the 2010 MSAP and PSP awards. The performance
period for the awards ended on 31 March 2013 and the final
vesting in respect of those awards was 35.3 per cent. Of the
50 per cent based on relative TSR, 33.1 per cent vested. Of
the 37.5 per cent based on relative efficiency and operating
expenditure outperformance, 50 per cent vested. The
employee engagement measure (12.5 per cent of the award)
failed to meet the threshold vesting level. Neither of the
current executive directors were participants in the 2010
MSAP, but Russ Houlden was a participant in the 2010 PSP,
and received 19,581 vested shares.

Governance

he

i n g life flow smoothly

Other benefits
Total
emoluments for
in the year
ended
the year ended
31 March
31 March
(2)
£’000
£’000
2013 2012
2013 2012

650.0
405.8

723.3
456.4

606.8
374.1

20.5
26.2

260.9
61.4
71.4
66.4
n/a
66.4
4.8

n/a
n/a
n/a
n/a
n/a
n/a
n/a

n/a
n/a
n/a
n/a
n/a
n/a
n/a

0.9
0.7
0.0
3.2
0.7
0.7
0.0

Long-term
Allowances
incentives with
paid in lieu
performance
of pension
period ending
contributions
during the
in the year
year ended
ended
31 March
31 March
£’000
£’000
2013(4) 2012(3) 2013 2012

20.8 1,402.8 1,277.6
n/a
24.4
898.4 804.3 154.1
0.5
0.4
0.6
0.0
n/a
0.4
0.0

268.2
63.5
72.8
25.2
34.8
68.5
64.6

261.4
61.8
72.0
66.4
n/a
66.8
4.8

n/a
n/a
n/a
n/a
n/a
n/a
n/a

n/a
n/a

145.0
91.5

n/a
n/a
n/a
n/a
n/a
n/a
n/a

n/a
n/a
n/a
n/a
n/a
n/a
n/a

Total
remuneration
for the year
ended
31 March (1)
£’000
2013 2012

143.0 1,547.8 1,420.6
89.3 1,144.0 893.6
n/a
n/a
n/a
n/a
n/a
n/a
n/a

268.2
63.5
72.8
25.2
34.8
68.5
64.6

261.4
61.8
72.0
66.4
n/a
66.8
4.8

Notes:
(1)
Total remuneration includes total emoluments for the year, long-term incentives with performance periods ending during the year and allowances paid in lieu of pension contributions.
(2)
For executive directors this includes car allowance, and health, life and income protection insurance. For non-executive directors this includes spouse’s attendance at a company event in the UK,
and where applicable, retirement gifts.
(3)
The outcome of the 2009 awards was not known at the time of last year’s report. The final vesting in respect of those awards was 37.5 per cent. The relative TSR performance condition (relating to
50 per cent of the awards) failed to reach the threshold vesting level. The remaining 50 per cent of awards were based on a scorecard of operational measures, of which 75 per cent were met.
Neither of the current executive directors were participants in the 2009 awards, but the former executive directors Philip Green and Charlie Cornish received 43,170 and 12,007 shares respectively,
related to the pro-rated awards they retained as good leavers.
(4)
The performance period for the 2010 awards ended on 31 March 2013 and the awards vested on 21 May 2013. The final vesting of those awards was 35.3 per cent. Details of the
performance measures are shown on pages 65-66. Former executive director Philip Green received 13,795 shares relating to the vested pro-rated awards he retained as a good leaver.
Russ Houlden received 19,581 vested shares and the value of these shares shown in the table above has been calculated using the closing share price on the date of vesting, which was
787 pence per share.
(5)
David Jones retired from the board at the 2012 AGM on 27 July 2012.

Executive director salaries
Steve Mogford received an increase of 2.4 per cent effective from 1 September 2012, increasing his base salary from £650,000
to £665,500. Russ Houlden also received an increase of 2.4 per cent effective from 1 September 2012, increasing his base
salary from £410,000 to £420,000. The committee was satisfied that both executive directors had made good progress in
delivering the business strategy during the year, and also considered the approach taken in respect of the wider workforce,

Details on the performance measures applying to the
2012/13 MSAP and PSP
Total shareholder return (TSR)
50 per cent of the PSP and MSAP awards made in 2012/13
have a performance condition which measures the company’s
comparative TSR performance against a TSR index over a
period of three financial years, starting on 1 April 2012. The
index is constructed by assessing the TSR performance of the
companies in the index, with their influence on the index being
weighted according to relevance and size.
None of the TSR element of an award will vest if United
Utilities’ performance falls below the index; 25 per cent of the
award will vest for performance equal to the index; and 100
per cent of the award will vest for outperforming the index by
an additional 6.3 per cent (on a multiplicative basis) over the
three-year performance period. Vesting is on a sliding scale for
performance between these points.
The composition and weighting of the index for awards made
during 2012/13 is shown below.
Company

Weighting

Severn Trent
Pennon Group
National Grid
Scottish & Southern Energy
Centrica

100
75
25
25
25

For the purpose of calculating TSR, the TSR index is averaged
over the three months prior to the start and end of the
performance period. TSR is independently calculated by New
Bridge Street.

Financial Statements

UNITED UTILITIES GROUP PLC
lp

Business Review

Corporate governance report continued

Bonus earned
for the year
ended
31 March
£’000
2013 2012

Shareholder Information

United Utilities Group PLC

Gross salary/
fees for the
year ended
31 March
£’000
2013 2012

65

64

Vodafone Group Plc

The Committee reviews all incentive awards prior to payment and has full discretio
need not be on obMective grounds. It should be noted that the Committee did not e
in deciding the Żnal vesting level of the G/TI.

This is an example of a company choosing to present the single
ﬁgure for each director vertically rather than horizontally.

The only instance where the Committee exercised discretion is with respect to the
Vodafone would pay him a prorata bonus, assuming target level of achievement, fo
Żnancial year.
Total remuneration for the 2013 żnancial year

See Vodafone Group Plc annual report 2013 page 70
www.vodafone.com

Vittorio Colao

Salary/fees
BeneŻts/other2
Cash in lieu of pension
GSTIP (see below for further detail)
G/TI vesting during the year3 (see
below for further detail)
Cash in lieu of G/TI dividends4
Total

70

Vodafone Group Plc
Annual Report 2013

Overview

Business
review

Performance

Governance

71

Additional
information

Financials

Vodafone Group Plc
Annual Report 2013

Directors’ remuneration (continued)
Summary of remuneration for the 2013 Żnancial year

Relative spend on pay
The chart on the right shows both the total cost of remuneration in the
Group as shown on page 102 as well as the total cost of remuneration
for executive directors as shown on page 70 as well as with dividends
distributed tax paid and proŻt retained in the year.

In this section we summarise the pay packages awarded to our executive directors for performance in the 2013 Żnancial year versus 2012.
SpeciŻcally we have provided a table that shows all remuneration that was earned by each individual during the year and computed a single total
remuneration Żgure for the year. The value of the GSTIP was earned during the year but paid out in the following year and the value of the G/TI
shows that which will vest in -une 2013 as a result of the performance through the three year period ended at the completion of our Żnancial year
on 31 March 2013.

Vodafone Group Plc
Annual Report for the year ended 31 March 2013

The way ahead…
introducing Vodafone 2015

£m

4,000

The only instance where the Committee exercised discretion is with respect to the GSTIP paid to Michel Combes on his departure. It was agreed that
Vodafone would pay him a prorata bonus, assuming target level of achievement, for the seven months he continued to work for the company in the
Żnancial year.

2,000

Vittorio Colao

Andy Halford

Michel Combes1

Stephen Pusey

2013
£’000

2012
£o000

2013
£’000

2012
£o000

2013
£’000

2012
£o000

2013
£’000

2012
£o000

1,099
24
330
1,037

700
35
210
461

700
30
210
654

461
16
138
461

785
25
236
728

575
21
173
379

569
21
171
537

7,515
1,313
11,032

11,316
1,961
15,767

4,368
763
6,537

7,450
1,291
10,335

–
–
1,076

5,861
1,016
8,651

2,404
420
3,972

4,227
733
6,258

Notes
1 Michel Combes was employed until 31 October 2012.
2 Includes amounts in respect of private healthcare and car allowance.
3 The value shown in the 2012 column is the award which vested on 30 -une 2012 and is valued using the execution share price on 2 -uly 2012 of 177.29 pence. The value shown in the 2013 column is the award which vests
on 28 -une 2013 and is valued using the closing share price on 31 March 2013 of 186.60 pence. Includes the vesting of an All Share award in 2012.
4 Participants also receive a cash award, eTuivalent in value to the dividends that would have been paid during the vesting period on any shares that vest. The cash in lieu of dividend value shown in 2012 relates to the award
which vested on 30 -une 2012, and the value for 2013 relates to the award which vests on 28 -une 2013. :e believe this is in line with the future government guidelines issued for reporting a single Żgure of remuneration
per director. However, it is worth noting that this differs from how the values are reported in the audited tables on page 79, which show the values in the columns in the year they were paid.

Payout at
target
performance
100

Payout at
maximum
performance
200

Actual
payout


Target
performance
level
£bn

Actual
performance
level1
£bn

Service revenue

25

50

14.4

41.1

40.3

EBIT'A
AdMusted free cash żow

25
20

50
40

7.7
18.4

14.0
5.7

13.3
5.7

Performance measure

Competitive performance assessment
Total incentive payout level

30
100%

60
200%

These shares will vest on 28 -une 2013. The adMusted free cash żow
performance is audited by Deloitte and approved by the Remuneration
Committee. The performance assessment in respect of the TSR
outperformance of a peer group median is undertaken by pwc. Details
of how the plan works can be found on page 76.

160
130

120
104
96

100
80

100

91

111
102

131
119

139
107

148

106

105
90

144

111
85

84

60
03/10
Vodafone Group

09/10

Financial

CEO

2013
2012
2011
20101
20091

Vittorio Colao
Vittorio Colao
Vittorio Colao
Vittorio Colao
Vittorio Colao

03/11

Median of peer group

09/11

03/12

09/12

Outperformance of median of 9% p.a.

2verall
expenditure
on pay

2verall
spend
on pay for
directors

Tax paid
in that
Żnancial
year

6ingle Żgure of
total remuneration
£o000

Annual variable element
(actual award versus
maximum opportunity)

/ongterm incentive
(vesting versus
maximum opportunity)

11,032
15,767
7,022
3,350
2,574

33
47
62
64
49

57
100
31
25
0

Note
1 The single Żgure reżects share awards which were granted in 2006 and 2007, prior to his appointment to CEO in 2008.

The chart on the right shows the performance of the Company relative
to the 6TO;; Europe 600 ,ndex over a Żve year period. The 6TO;;
Europe 600 ,ndex was selected as this is a broad based index that
includes many of our closest competitors. ,t should be noted
that{the{payout from the longterm incentive plan is based on the
T6R{performance shown in the graph on page 70 and not this graph.

Five year historical TSR performance growth in the value
of a hypothetical b100 holding over żve years
175
159

150

140
126

125
100

03/13

101

100

93

74

75
50

Vodafone

2010 GLTI award: TSR performance (growth in the value
of a hypothetical US$100 holding over the performance period,
six month averaging)

140

'istribution
by way of
dividend

$ssessing pay and performance
,n the table below we summarise the CE2os single Żgure remuneration over the past Żve years, as well as how our variable pay plans have paid out in
relation to the maximum opportunity. This can be compared with the historic T6R performance over the same period.

03/08

Note
1 These Żgures are adMusted to include the removal of the impact of M A, foreign exchange movements and any changes in accounting treatment.

'etails of the G/TI vesting in -une 2013
AdMusted free cash żow for the threeyear period ended on 31 March
2013 was £20.8 billion which compares with a target of £20.5 billion and
a{maximum of £23.0 billion. The graph to the right shows that our TSR
performance against our peer group for the same period resulted in an
outperformance of the median by 18.3 a year. 8sing our combined
payout matrix, this performance resulted in a payout of 56.9 of the
maximum.

2013
£’000

1,099
24
330
1,037

700
35
210
461

7,515
1,313
11,032

11,316
1,961
15,767

4,368
763
6,537

Notes
1 Michel Combes was employed until 31 October 2012.
2 Includes amounts in respect of private healthcare and car allowance.
3 The value shown in the 2012 column is the award which vested on 30 -une 2012 and is valued using the execution share p
on 28 -une 2013 and is valued using the closing share price on 31 March 2013 of 186.60 pence. Includes the vesting of an
4 Participants also receive a cash award, eTuivalent in value to the dividends that would have been paid during the vesting p
which vested on 30 -une 2012, and the value for 2013 relates to the award which vests on 28 -une 2013. :e believe this is
per director. However, it is worth noting that this differs from how the values are reported in the audited tables on page 79,

3,033

23
3roŻt
retained
in the
company

As shown in the table above, the CEOos total remuneration decreased by 30 between the 2012 and 2013 Żnancial years, reżecting the lower level
of incentive payouts yearonyear. Additionally, his salary has been fro]en for two years, which compares with the overall salary increase budget of
1.75 in the 8. for the 2014 Żnancial year (3.0 for the 2013 Żnancial year).

Commentary

Below target
performance in Europe.
Below target
performance in Europe.
Close to target performance.
Varies by market but overall
on track for market share
with more to do for NPS.

Compilation of market by
25.4
market assessment
65.9%

4,051

673

1,000
0

1,110
30
333
731

2012
£o000

1,110
30
333
731

3,000

Total remuneration for the 2013 żnancial year

Salary/fees
BeneŻts/other2
Cash in lieu of pension
GSTIP (see below for further detail)
G/TI vesting during the year3 (see
below for further detail)
Cash in lieu of G/TI dividends4
Total

4,806

5,000

The Committee reviews all incentive awards prior to payment and has full discretion to reduce awards if it believes this is appropriate. The decision
need not be on obMective grounds. It should be noted that the Committee did not exercise discretion in determining the GSTIP payout for this year, or
in deciding the Żnal vesting level of the G/TI.

'etails of the GSTIP payout
In the table below we describe our achievement against each of the performance measures in our GSTIP and the resulting total incentive payout
level for the year ended 31 March 2013 of 65.9.
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Total cost of remuneration

2013
£’000

60
03/09

03/10

STOXX Europe 600 Index

115
101

03/11

100

03/12

03/13

Details of the GSTIP payout
In the table below we describe our achievement against each of the performance m

Johnson Matthey Plc
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Remuneration Report continued

Disclosure of aggregate directors’ emoluments as required
by Schedule 5 to the Existing Regulations.
Also included in the table are dates of service agreements
or letters of appointment and dates of appointment.

Summary Statement of Directors’ Emoluments
The table below is a further summary of directors’ pay, including necessary information as required under Schedule 8 o
Act 2006.
Summary Statement of Directors’ Emoluments 2012/13

See Johnson Matthey Plc annual report and accounts 2013
page 128
www.matthey.com

Executive
Neil Carson3
Robert MacLeod4
Larry Pentz5
Bill Sandford

Date of
appointment

Base
salary
£’000

1.8.99
3.2.09
1.1.06
21.7.09

1.8.99
22.6.09
1.8.03
21.7.09

794
431
409
369

199
108
47
92

2,003

446

Total

Non-executive6
Tim Stevenson (Chairman)
Alan Ferguson
Sir Thomas Harris8
Colin Matthews9
Michael Roney
Dorothy Thompson
Directors who retired in 2011/12
128 Johnson Matthey / Annual Report & Accounts 2013 / Report of the Directors – Governance
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Total

Summary Statement of Directors’ Emoluments

Share Options

Summary Statement of Directors’ Emoluments 2012/13

Executive
Neil Carson3
Robert MacLeod4
Larry Pentz5
Bill Sandford

Payment
in lieu of
pension 1
£’000

Date of
service
agreement

Date of
appointment

Base
salary
£’000

1.8.99
3.2.09
1.1.06
21.7.09

1.8.99
22.6.09
1.8.03
21.7.09

794
431
409
369

199
108
47
92

2,003

446

Total

developing products to enhance quality of life

Annual
deferred
bonus 2
£’000

Benefits
£’000

–
–
–
–

–
–
–
–

22
19
181
17

–

–

239

Date of
letter of
appointment

Date of
appointment

10.1.11
10.1.11
22.1.09
4.10.12
29.3.07
22.5.07

29.3.11
13.1.11
1.4.09
4.10.12
1.6.07
1.9.07

Fees
£’000

exc
p

1

2

exc
p

300
657
18
27
6810
55
–
533

Remuneration Report continued

The table below is a further summary of directors’ pay, including necessary information as required under Schedule 8 of the Companies
Act 2006.

TECHNOLOGY
LEADERSHIP

Annual
cash
bonus
£’000

129
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2013

Payment
in lieu of
pension 1
£’000

Date of
service
agreement

Non-executive6
Tim Stevenson (Chairman)
Alan Ferguson
Sir Thomas Harris8
Colin Matthews9
Michael Roney
Dorothy Thompson
Directors who retired in 2011/12

Annual
cash
bonus
£’000

–
–
–
–

Benefits
£’000

Total
excluding
pension
£’000

Total
prior year
excluding
pension
£’000

–
–
–
–

22
19
181
17

1,015
558
637
478

1,849
931
891
791

Annual
deferred
bonus 2
£’000

–

–

239

2,688

4,462

Date of
letter of
appointment

Date of
appointment

Fees
£’000

Total
excluding
pension
£’000

Total
prior year
excluding
pension
£’000

10.1.11
10.1.11
22.1.09
4.10.12
29.3.07
22.5.07

29.3.11
13.1.11
1.4.09
4.10.12
1.6.07
1.9.07

300
657
18
27
6810
55
–

300
65
18
27
68
55
–

225
57
50
–
56
50
127

533

533

565

Total

The LTIP is now the company’s single means for the provision of long term awards and from 2007 replaced the granting of share options
under the Johnson Matthey 2001 Share Option Scheme (the 2001 Scheme). From 2001 to 2006 options were granted each year under
the 2001 Scheme. There have been no option grants since 2006. Options were granted at the market value of the company’s shares at
the time of grant and were subject to performance targets over a three year period. Options may be exercised upon satisfaction of the
relevant performance targets. Approximately 800 employees were granted options under the 2001 Scheme each year.
Options granted from 2004 to 2006
Grants made in 2004, 2005 and 2006 were subject to a three year performance target of EPS growth of UK RPI plus 3% per annum. If
the performance target was not met at the end of the three year performance period, the options lapsed as there was no retesting of the
performance target. In addition, to reduce the cost calculated under the International Financial Reporting Standard 2 – ‘Share-based
Payment’, gains made on the exercise of options are capped at 100% of the grant price.
The MDRC had the discretion to award grants greater than 100% of base annual salary. Grants which were made above this threshold
were, however, subject to increasingly stretching performance targets. Grants between 100% and 125% of base annual salary were subject to
EPS growth of UK RPI plus 4% per annum and grants between 125% and 150% of basic annual salary were subject to EPS growth of UK
RPI plus 5% per annum. The executive directors were granted options equal to 150% of basic annual salary. All the options, other than those
granted in 2006 which were subject to EPS growth of UK RPI plus 5% per annum, have met their performance targets. The 2006 options
which did not meet their performance targets have lapsed.

Notes
1

Neil Carson, Bill Sandford and Robert MacLeod no longer accrue pensionable service in the Johnson Matthey Employees Pension Scheme (JMEPS). Messrs Carson and Sandford
ceased pensionable service on 31st March 2006 and Mr MacLeod ceased pensionable service on 31st March 2011. They all now receive an annual cash payment in lieu of pension
equal to 25% of base salary. Larry Pentz accrued pension in JMEPS during the year up to the Annual Allowance and then opted out and started to receive a cash supplement in lieu of
pension. From 1st January 2013 this cash supplement increased to 25% of base salary. These cash payments are taxable under the PAYE system.

2

This is the element of the annual bonus which is payable as shares but is deferred for three years.

3

Neil Carson is a non-executive director of AMEC plc. His fees for the year in respect of this non-executive directorship were £56,125. This amount is excluded from the table above
and retained by him.

4

Robert MacLeod is a non-executive director of Aggreko plc. His fees for the year in respect of this non-executive directorship were £72,500. This amount is excluded from the table
above and retained by him.

5

Larry Pentz is a non-executive director of Victrex plc. His fees for the year in respect of this non-executive directorship were £49,612. This amount is excluded from the table above
and retained by him.

6

Non-executive fees (other than for the Chairman) were reviewed on 1st April 2012 for the period from 1st April 2012 to 31st March 2015. The fees are £55,000 per annum, with the fee
for chairmanship of the Audit Committee being £10,000 per annum and the MDRC / Senior Independent Director being £13,000 per annum. The Chairman and the non-executive
directors do not receive any pension benefits, LTIP allocations or bonus payments.

7

Includes £10,000 per annum for chairmanship of the Audit Committee.

8

Notes
1

Neil Carson, Bill Sandford and Robert MacLeod no longer accrue pensionable service in the Johnson Matthey Employees Pension Scheme (JMEPS). Messr
ceased pensionable service on 31st March 2006 and Mr MacLeod ceased pensionable service on 31st March 2011. They all now receive an annual cash pa
equal to 25% of base salary Larry Pentz accrued pension in JMEPS during the year up to the Annual Allowance and then opted out and started to receive a

Options granted prior to 2004
Prior to 2004, options granted to the executive directors under the 2001 Scheme were up to a maximum of 100% of basic annual salary
each year. Such options were subject to a performance target of EPS growth of UK RPI plus 4% per annum over any three consecutive
years during the life of the option. The performance target was subject to annual retesting until the lapse of the options on the tenth
anniversary of grant. All of these options have met their performance targets.

Directors’ Interests
The interests of the directors (including those of their connected persons) in the ordinary shares of the company disclosed in accordance
with the Financial Conduct Authority’s Listing Rules, were:
1

Ordinary Shares
31st May
20131

The aggregate amount of remuneration receivable by executive directors and non-executive directors totalled £3,221,000
(2012 £5,027,000).

The aggregate amount of remuneration receivable by executive directors and non-executive directors totalled £3,221,0
(2012 £5,027,000).

Tim Stevenson
Neil Carson
Alan Ferguson
Robert MacLeod
Colin Matthews
Larry Pentz
Michael Roney
Bill Sandford
Dorothy Thompson

5,250
213,274
2,200
16,102
2,000
25,270
2,863
14,657
9,278

31st March
20131

31st March
20121

5,250
213,243
2,200
16,072
2,000
25,270
2,863
14,627
9,278

5,500
188,804
1,000
3,604
–2
25,789
3,000
9,165
9,721

1

Disclosures as at 31st March 2012 are of ordinary shares of 100 pence each. Following the company’s share capital consolidation on 6th August 2012 (as referred to on
page 133), the disclosures as at 31st March and 31st May 2013 are of ordinary shares of 104 16⁄21 pence each.

2

At date of appointment.

All of the above interests of the directors and their connected persons were beneficial. The executive directors are also deemed to
be interested in shares held by an employee share ownership trust (see note 30 on page 180).

Retired on 27th July 2012.

9

Appointed on 4th October 2012.

10

Includes £13,000 per annum for being the Senior Independent Director and for chairmanship of the Management Development and Remuneration Committee.
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Additional requirements in respect
of the single total ﬁgure table (auditable)
The Regulations require companies to provide an explanation for the amounts included
in the single total ﬁgure table, including the nature of beneﬁts and the basis on which
bonus and LTI amounts were determined.
In the previous legislation, there was no speciﬁc requirement for companies to disclose
the outcome of performance conditions or how bonus payments or the vesting of longterm awards were determined. Many companies provided this information to improve
the transparency of their remuneration reports but not necessarily to the degree
mandated by the Regulations.
The Regulations provide an opt-out from any disclosure requirement in respect of
performance measures or targets where the directors consider that this information
is commercially sensitive in respect of the company. If companies rely on this opt-out,
they must provide particulars of the omission and the grounds for non-disclosure, as
well as an indication of when (if at all) the information will be reported to shareholders.
What is required:

Paragraph 12 of the Regulations

k Description of the types of beneﬁts and the value where signiﬁcant.
k Full details of performance conditions (including weightings and targets set at the outset),
value achievable, the extent to which performance conditions were met and the resulting
level of the award.

k If electing to rely on the ‘commercial sensitivity’ opt-out, the reasons for not disclosing
performance measures and/or targets.

k An explanation of any exercise of discretion and how the resulting level of award
was determined.

k Extent (%) of any deferral, whether in cash or shares and any further (non-performance)
conditions attached.

What could add value:
k Tabulate disclosure of performance targets, weighting and extent to which met.
k For LTIPs, historic achievement of performance targets, vesting levels and current position
on outstanding awards.

k If relying on ‘commercial sensitivity’ opt-out, information providing insights into extent
to which targets met.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

PERFORMANCE AGAINST PERFORMANCE CONDITIONS FOR LTIP VESTING
BY REFERENCE TO PERFORMANCE IN THE FINANCIAL YEAR (AUDITED INFORMATION)

SINGLE TOTAL FIGURE OF REMUNERATION (AUDITED INFORMATION)
FOR EDS

The LTIP amount included in the 2013 single total figure of remuneration is the conditional share award granted in 2011. Vesting was dependent on
performance over the three financial years ending on 31 December 2013 and continued service until 31 March 2014. The performance achieved against the
performance targets is shown below.

The following table shows a single total figure of remuneration in respect of qualifying services for the 2013 financial year for each ED, together with
comparative figures for 2012. Aggregate directors’ emoluments are shown at the end of the Single total figure of remuneration section. Details of NEDs’
fees are set out in a separate table on page 14.
Taxable
beneﬁts
£’000

Salary
£’000

Single total ﬁgure for EDs

Gene Rico
Nigel Mitchell

Bonus
£’000

LTIP
£’000

Pension
£’000

Total
£’000

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

750

750

16

16

1,050

945

900

700

225

225

2,941

2,638

300

280

135

135

617

535

1,510

1,440

Robert Black*

179

420

6

6

273

246

226

250

54

126

737

1,048

Sarah Collins

400

450

400

7

7

548

493

250

200

120

120

1,325

1,244

Gary Gold**
Total

450

8

8

133

0

7

0

172

0

0

0

40

0

352

0

1,912

2,020

44

37

2,660

2,239

1,675

1,430

574

606

6,865

6,370

* Robert Black left the company on 19 July 2013 because of ill-health. He was paid £552,000 in lieu of his 12 months’ notice period and a proportion of his outstanding
LTIPs were allowed to vest as disclosed in the section on Payments for loss of ofﬁce on page 15.
** Gary Gold joined the Board as an ED on 1 September 2013.

2011 AWARDS
Performance measure

Total shareholder return ranking

ADDITIONAL REQUIREMENTS IN RESPECT OF THE SINGLE TOTAL FIGURE TABLE (AUDITED INFORMATION)
PERFORMANCE AGAINST PERFORMANCE TARGETS FOR ANNUAL BONUS

Gene Rico
Actual

Nigel Mitchell
Max

Actual

Max

Actual

Sarah Collins
Max

Actual

No of shares
vesting

180,000

146,250

Nigel Mitchell

60,000

48,750

Sarah Collins

45,000

36,563

50%

Value of shares
vesting*
£’000

899
300
225

The tables below show the current position against performance targets for LTIP awards outstanding from 2012 and 2013.

Performance
measure

Max

31.25%

8%

81.25%

Conditional share awards in 2012

Target

Percentage of
max achieved

Actual

Ranked
4th

7.50%

No of shares
awarded

CURRENT POSITION ON OUTSTANDING LTIP AWARDS (NOT AUDITED INFORMATION)

ANNUAL BONUS
KPI

Rank of 3rd
or higher

* Average share price for last three months of ﬁnancial year – £6.15 per share.

Bonuses are earned by reference to the financial year and paid in March following the end of the financial year. The bonuses accruing to the EDs in respect
of 2013 are shown below. None of the 2013 bonuses are subject to deferral but mandatory deferral of 50% of any bonus payable is being introduced from the
2014 AGM.

Robert Black
(6 months’ bonus)

Maximum –
100% vesting

5%

Total

2011 Conditional share awards

Gene Rico

Taxable benefits comprise the provision of independent financial advice, car allowance and private medical assessments, valued at the taxable value.

Percentage
of max
Actual
achieved

Target –
25% vesting

Rank of 5th
or higher

Average annual real growth in earnings per share

As the awards had not vested at the date this report was finalised, the average share price for the last three months of the financial year has been used to
determine the value for the purposes of the single total figure. The awards held by the EDs were as follows.

Gary Gold
(4 months’ bonus)
Max

Actual

Total shareholder
return ranking
Earnings per share

Conditional share awards in 2013
Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
7th

5%

7.50%

6%

Performance
measure

Total shareholder
return ranking

Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
3rd

5%

7.50%

9%

Earnings per share

MARKET COMPETITIVENESS
AWB market share
GPS market share

21–23%

24%

100%

6%

100%

4.5–5.5%

25%
25%

25%
25%

25%
25%

25%
25%

40%
40%

40%
40%

30%
15%

30%
15%

40%

13.3%

TOTAL PENSION ENTITLEMENTS (AUDITED INFORMATION)

40%

13.3%

The company’s DB scheme is not open to new joiners. Gene Rico, Nigel Mitchell and Robert Black participated in this pension scheme up to their lifetime
limits. Neither Sarah Collins nor Gary Gold is a member of this scheme.

OPERATIONAL EXCELLENCE
AWB operating margin 12.5–15.5%
GPS operating margin
Defect rate per million
Employee retention
Totals
Bonus receivable

7.2–8.8%

16%

100%

9%

100%

0.77–0.63

0.85

0%

29.7–24.3%

28%

69%

40%
40%
30%

40%
40%
0%

40%
40%
10%

40%
40%
0%

20%
20%
15%

20%
20%
0%

55%
30%
10%

55%
30%
0%

20%

0.7%

20%

0.7%

15%

0.0%

15%

10%

10%

7%

15%

10%

10%

7%

15%

3%

175%

140%

150%

137%

150%

130%

150%

137%

150%

43%

£1,050,000

£616,500

£273,000

£548,000

Details of the pension accrued in the DB Scheme by Gene Rico, Robert Black and Nigel Mitchell in respect of qualifying services are shown below. The value
of the pension under the DB Scheme is calculated using the HMRC Method. The remainder of the pension value was delivered as a cash allowance. Transfer
values are included to satisfy the Listing Rules requirements.

£172,000
Values relating to DB Scheme

PERFORMANCE AGAINST PERFORMANCE CONDITIONS FOR LTIP VESTING
BY REFERENCE TO PERFORMANCE IN THE FINANCIAL YEAR (AUDITED INFORMATION)
The LTIP amount included in the 2013 single total figure of remuneration is the conditional share award granted in 2011. Vesting was dependent on
performance over the three financial years ending on 31 December 2013 and continued service until 31 March 2014. The performance achieved against the
performance targets is shown below.

Accrued pension
at year end
£’000

Increase in
accrued pension Transfer value of
Additional value Pension value in Pension value in
over year net of
net increase in
Normal
of pension on
the year from year from cash
inﬂation accrued pension Retirement Date early retirement
DB Scheme
allowance
£’000
£’000
£’000
£’000
£’000

Total
£’000

Gene Rico

350

15

7,000

01/07/2020

0

110

115

225

Nigel Mitchell

240

6

4,800

15/10/2030

0

85

50

135

Robert Black

150

5

3,000

13/02/2023

0

14

40

54

12

13

2011 AWARDS
Performance measure

Total shareholder return ranking

Target –
25% vesting

Maximum –
100% vesting

Actual

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
4th

5%

7.50%

8%

Average annual real growth in earnings per share

Percentage of
max achieved

31.25%
25%
5%
50%
50%
81.25
.25
25%
5%
%
81.25%

Total

Tabulated disclosure of achievement
of annual bonus KPIs and LTIP
performance conditions.

As the awards had not vested at the date this report was finalised, the average share price for the last three months of the financial year has been used to
determine the value for the purposes of the single total figure. The awards held by the EDs were as follows.

2011 Conditional share awards

Value of shares
vesting*
£’000

No of shares
awarded

No of shares
vesting

180,000

146,250

899

Gene Rico
Nigel Mitchell

60,000

48,750

300

Sarah Collins

45,000

36,563

225

* Average share price for last three months of ﬁnancial year – £6.15 per share.

CURRENT POSITION ON OUTSTANDING LTIP AWARDS (NOT AUDITED INFORMATION)
The tables below show the current position against performance targets for LTIP awards outstanding from 2012 and 2013.
Conditional share awards in 2012
Performance
measure

Total shareholder
return ranking
Earnings per share

Conditional share awards in 2013
Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
7th

5%

7.50%

6%

Performance
measure

Total shareholder
return ranking

Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
3rd

5%

7.50%

9%
9%

Earnings per share

TOTAL PENSION ENTITLEMENTS (AUDITED INFORMATION)

Assessment of current position
on outstanding LTIP awards.

The company’s DB scheme is not open to new joiners. Gene Rico, Nigel Mitchell and Robert Black participated in this pension scheme up to their lifetime
limits. Neither Sarah Collins nor Gary Gold is a member of this scheme.
Details of the pension accrued in the DB Scheme by Gene Rico, Robert Black and Nigel Mitchell in respect of qualifying services are shown below. The value
of the pension under the DB Scheme is calculated using the HMRC Method. The remainder of the pension value was delivered as a cash allowance. Transfer
values are included to satisfy the Listing Rules requirements.

Values relating to DB Scheme

Accrued pension
at year end
£’000

Increase in
Additional value Pension value in Pension value in
accrued pension Transfer value of
the year from year from cash
net increase in
Normal
of pension on
over year net of
allowance
DB Scheme
inﬂation accrued pension Retirement Date early retirement
£’000
£’000
£’000
£’000
£’000

Total
£’000

Gene Rico

350

15

7,000

01/07/2020

0

110

115

225

Nigel Mitchell

240

6

4,800

15/10/2030

0

85

50

135

Robert Black

150

5

3,000

13/02/2023

0

14

40

54

13

To see more on this example, refer to
page 13 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS
contractual benefits scaled up accordingly during the applicable period. The Committee considered that it was appropriate to take
account of this increase to Mr Scott’s base salary when assessing the value of his BSC Bonus award for FY2012, and in the future.
Mr Farmer’s remuneration in FY2012 was not adjusted as a result of his absence from 24 August to 30 September 2012, in
keeping with the provisions of his contract of employment.

Lonmin Plc

Annual bonus
FY2012 required a continuing focus on the Company’s cost base, while delivering increased production targets and minimising the
risks to the Company (safety, development and transformation objectives). The BSC was therefore designed to ensure the
Company focused on delivering these strategic objectives, which largely reflect the corporate Key Performance Indicators shown
on pages 24 and 25.

Detailed disclosure of performance measures, target
performance and actual performance, weighting of target
and percentage of bonus opportunity actually payable.

In view of the tragic Events at Marikana, the Committee has determined bonuses for FY2012 on the basis of the BSC to the end of
July 2012, but with no bonus payable for the months of August and September 2012. It believes that the resulting payment is fair
to both management and shareholders. The results set out in the table below have been determined on this basis.

See Lonmin Plc annual report and accounts 2012 page 94
www.lonmin.com

Actual
payment
for the year
(% of bonus
opportunity)

LTIFR
improved by
11.5% but
2 fatalities
occurred in
the year

15%

15.1%

35%

36%

5%

6.3%

31%

32%

5%

6.3%

Actual
performance

5%
improvement

% HDSAs in management roles
% HDSAs in senior management roles

Metric

Safety: improvement in lost time
injury frequency rate

Percentage improvement on
FY2011 (with multiplier based
on number of fatalities – 5
fatalities or more means zero
achievement)

Transformation: meeting
employment equity targets

Platinum production

Pt oz in finished metal

Available ore reserves

Square metres

Primary haulage development

% of bonus
opportunity
on offer for
target
performance

Target
performance

Strategic element

Linear metres of haulages created

Operating unit costs

Rands per PGM oz

PGM instantaneous recovery rate

%

765,500

687,372

20%

0.0%

3,369,685

3,327,795

5%

3.8%

38,404

34,756

15%

0.0%

10%

15.0%

80%

46.3%

3-4 stretching personal goals

Total
1
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REMUNERATION IN FY2012 (CONTINUED)
Life assurance
As a former member of the UK defined benefit pension scheme, Ian Farmer is provided with life assurance benefits of eight times
salary, for the reasons noted above, as a contractual benefit. Simon Scott’s contracts of employment provide for life assurance
benefits of four times annual salary. All of these benefits are fully insured.

REMUNERATION IN FY2012 (CONTINUED)
Cash retention award to Simon Scott
On 11 September 2012 the Committee approved the basis of an exceptional one-off cash retention award to Mr Scott, to help
provide immediate stability for the Company following Mr Scott’s appointment as Acting CEO on 24 August 2012 and in the midst of
the multiple issues facing the Company at that time. The Company would normally have consulted shareholders in advance of
making such an award, but considered that the extraordinary circumstances made it advisable to create certainty for the Company.

Interim arrangements regarding Mr Scott’s Role as Acting CEO
On 24 August 2012, in view of Mr Farmer’s illness (see page 8), Mr Scott was appointed Acting CEO. Accordingly, his
remuneration was increased in FY2012 by £13,159 to take account of his additional responsibilities. Of this, £10,550.58 was
attributable to an increase to his base salary of £99,150 p.a. to be applied for the duration of his appointment, with his other
contractual benefits scaled up accordingly during the applicable period. The Committee considered that it was appropriate to take
account of this increase to Mr Scott’s base salary when assessing the value of his BSC Bonus award for FY2012, and in the future.
Mr Farmer’s remuneration in FY2012 was not adjusted as a result of his absence from 24 August to 30 September 2012, in
keeping with the provisions of his contract of employment.
Annual bonus
FY2012 required a continuing focus on the Company’s cost base, while delivering increased production targets and minimising the
risks to the Company (safety, development and transformation objectives). The BSC was therefore designed to ensure the
Company focused on delivering these strategic objectives, which largely reflect the corporate Key Performance Indicators shown
on pages 24 and 25.
In view of the tragic Events at Marikana, the Committee has determined bonuses for FY2012 on the basis of the BSC to the end of
July 2012, but with no bonus payable for the months of August and September 2012. It believes that the resulting payment is fair
to both management and shareholders. The results set out in the table below have been determined on this basis.
% of bonus
opportunity
on offer for
target
performance

Actual
payment
for the year
(% of bonus
opportunity)

15%

15.1%

% HDSAs in management roles

35%

36%

5%

6.3%

% HDSAs in senior management roles

31%

32%

5%

6.3%

20%

Transformation: meeting
employment equity targets

Platinum production

Pt oz in finished metal

Rands per PGM oz
%

765,500

687,372

3,369,685

3,327,795

38,404

5%

8,507

15%

0.0%

82.4%

10%

15.0%

80%

46.3%

3-4 stretching personal goals

Total
1

Maturities
A number of awards reached maturity on the third anniversary of their dates of grant during the year:
•

0.0%
3.8%

34,756

8,009
80.2%

Subtotal: Corporate KPIs
Personal

5%

Long term Incentives
LTIP Awards
On 28 September 2012, LTIP and S&P awards were made to a number of managers. The closing mid-market share price on
that date was 557.5p but the strike price, being the average for the final twenty working days of August 2012 in line with the
Company’s protocols, was 672p. Vesting of these awards is subject to the achievement of the performance conditions detailed
on page 87. No LTIP awards were made to either of the Executive Directors during the year.

0.0%

20%

0%1

100%

46.3%1

DABP – On 2 December 2011 the historic 2008 DABP matched awards matured. The performance condition was:
•

DABP
Scheme
See p 100
for more
information

•

•
•

•

The scorecard incentivises production rather than sales to eliminate the impacts that would otherwise result from unsold stocks of
finished materials held at year ends.

Retention element (for managers other than the Executive Directors) (100% of retention award) – as this required only
continued service, this portion of the outstanding awards vested in full
RTSR element (50% of performance award) – this was based on Lonmin TSR relative to a group of 20 mining and metals
companies over the three years ending 31 October 2011. The Company finished below median and this portion of the
award did not vest
Share Price element (50% of performance award) – this was based on the average Lonmin share price on the London
Stock Exchange in the three month period leading up to 31 October 2011. The Company finished below threshold and
therefore this portion of the award did not vest

05 /

•

All corporate results were agreed to supporting data by KPMG.

LTIP – On 14 September 2012 the LTIP and S&P awards granted on 14 September 2009 matured. The performance condition
for the LTIP award granted to Ian Farmer was:
•

RTSR element (one-third of performance award) – this was based on Lonmin TSR relative to a group of 20 mining and
metals companies over the three years ending 31 August 2012. The Company finished below median and this portion of
the award did not vest

•

Share Price element (two-thirds of performance award) – this was based on the average Lonmin share price on the London
Stock Exchange in the three month period leading up to 31 August 2012, with two thresholds each tied to one-third of the
performance award. The Company finished below both thresholds and therefore this portion of the award did not vest

Shareholder Information

Bonus payments to the Executive Directors
No bonus was awarded to Mr Farmer for FY2012 for the reasons explained in the Committee Chairman’s letter on page 81. The
bonus payment to be paid to Mr Scott for FY2012 equates to 46.3% of the target level of bonus and, as explained on page 96,
38% of his aggregate annual salary under his UK and South African contracts (taking into account the uplift in respect of his role as
Acting CEO since 24 August 2012). As noted on that page, an ASAP award will be made to Mr Scott at the time that the bonus is
paid with a face value equal to the gross value of his FY2012 bonus payment.

Share Price element (50% of performance award) – this was based on the average Lonmin share price on the London
Stock Exchange in the three month period leading up to 30 June 2014. Lonmin finished below threshold and therefore this
portion of the award did not vest

LTIP – On 7 January 2012 the LTIP awards granted on 7 January 2009 matured. The performance condition was:
•

Average for Ian Farmer and Simon Scott.

RTSR element (50% of performance award) – this was based on Lonmin TSR relative to a group of 20 mining and metals
companies over the three years ending to 30 June 2014. The Company finished below median and this portion of the
award did not vest

Financial Statements

Square metres
Linear metres of haulages created

Operating unit costs
PGM instantaneous recovery rate

Only Mr Scott is eligible to receive such an award, and the provisions of the award in relation to its maximum value, the
performance condition and the basis of vesting cannot be altered to the advantage of Mr Scott without the prior approval of
shareholders in general meeting (except for minor amendments to take account of legislative change, or tax or regulatory
treatment, or of an administrative nature). The award is not pensionable. The terms of the award are available for inspection at
the Company’s Registered Office.

04 /

Available ore reserves
Primary haulage development

Bonus payments to the Executive Directors
No bonus was awarded to Mr Farmer for FY2012 for the reasons explained in the Committee Chairman’s letter on page 81. The
bonus payment to be paid to Mr Scott for FY2012 equates to 46.3% of the target level of bonus and, as explained on page 96,
38% of his aggregate annual salary under his UK and South African contracts (taking into account the uplift in respect of his role as
Acting CEO since 24 August 2012). As noted on that page, an ASAP award will be made to Mr Scott at the time that the bonus is
paid with a face value equal to the gross value of his FY2012 bonus payment.

Directors’ Report – Governance

Actual
performance

LTIFR
improved by
11.5% but
2 fatalities
occurred in
the year

Metric

Percentage improvement on
FY2011 (with multiplier based
on number of fatalities – 5
fatalities or more means zero
achievement)

Average for Ian Farmer and Simon Scott.

03 /

Target
performance

5%
improvement

Strategic element

Safety: improvement in lost time
injury frequency rate

0%1
46.3%1

All corporate results were agreed to supporting data by KPMG.

Directors’ Report – Business Review

Following discussion by the Committee as to the precise terms of the performance condition, the award was granted on
7 November 2012, with a face value of £814,625, being 2.5 times Mr Scott’s CFO basic salary for FY2012. The award will vest
on 7 November 2015, subject to a performance condition requiring that the average corporate BSC performance for FY 2013,
FY2014 and FY 2015 must be at or above threshold and in addition Mr Scott’s average performance in respect of his personal
KPIs under the BSC for the same financial years must exceed 65%. If either of these tests is not met, the entire award will lapse
in full. The award is subject to continued employment with “Good Leaver” provisions applying in specified circumstances (for
example death, ill-health or redundancy), or at the Committee’s discretion. Should Mr Scott be classified as a “Good Leaver” the
performance condition will be assessed in relation to completed financial years, with the Committee making such adjustments
as it considers appropriate to take account of the shortened performance period. If the performance condition is met, the award
will vest immediately, subject to pro-rating for time. Otherwise it will lapse in full. On a change of control of the Company, the
Committee will consider whether the performance condition has been satisfied in relation to the relevant period using the same
procedure. However, the vesting date will not change, unless the Committee determines otherwise, and the award will not be
pro-rated for time. If the performance condition is not satisfied the award will lapse in full. Otherwise the award will be paid on the
vesting date, or, if earlier, upon Mr Scott ceasing to be employed by the Group (unless he resigns other than in circumstances
constituting constructive dismissal, ceases to be employed without giving or receiving notice, or his employment is terminated
for a reason which would have justified summary dismissal, in which case the award will lapse in full).

20%
100%

The scorecard incentivises production rather than sales to eliminate the impacts that would otherwise result from unsold stocks of
finished materials held at year ends.
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[

0.0%

8,507
82.4%

Subtotal: Corporate KPIs
Personal

5%

8,009
80.2%

www.lonmin.com

Centrica plc
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REMUNERATION SUMMARY

An innovative clear presentation of the weighting of short-term
incentive targets and the extent to which they were met for all
executive directors. The economic proﬁt targets for 50% and
100% achievement are set out in the margin.

Combined short-term and long-term incentive performance 2012
The charts below set out for each Executive Director the measures and their weighting (inner circle) and the performance achieved (outer
circle) for both the short-term (Annual Incentive Scheme) and long-term (Long Term Incentive Scheme and Deferred and Matching Share
Scheme) incentive arrangements operated during the year.

See Centrica plc annual report and accounts 2012 page 62
www.centrica.com

Short-term incentive targets
For Group economic proﬁt (EP),
adjusted operating proﬁt of
£2,892m less tax and a capital
charge was required for 50%
achievement and £3,197m
for 100%.
For British Gas EP, adjusted
operating proﬁt of £1,063m less
tax and a capital charge was
required for 50% achievement
and £1,179m for 100%.
For Centrica Energy EP,
adjusted operating proﬁt of
£1,404m less tax and a capital
charge was required for 50%
achievement and £1,625m
for 100%.
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Combined short-term and long-term incentive performance 2012
The charts below set out for each Executive Director the measures and their weighting (inner circle) and the performance achieved (outer
circle) for both the short-term (Annual Incentive Scheme) and long-term (Long Term Incentive Scheme and Deferred and Matching Share
Scheme) incentive arrangements operated during the year.

Maximum total remuneration opportunity and total remuneration received in 2012
The chart below sets out the total remuneration received for the year for each Executive Director, prepared on the same basis as set out in the
table on page 70. In addition, for comparison purposes, the chart provides an indication of minimum, on-target and maximum total
remuneration, prepared on the same basis, other than to exclude share price movements, together with the total remuneration received for
the prior year. Dividends accruing to share awards or received as a shareholder are not included.
£’000

For Group economic proﬁt (EP),
adjusted operating proﬁt of
£2,892m less tax and a capital
charge was required for 50%
achievement and £3,197m
for 100%.
For British Gas EP, adjusted
operating proﬁt of £1,063m less
tax and a capital charge was
required for 50% achievement
and £1,179m for 100%.

0

Mark Hanaﬁn
Opportunity

62%

30%

70%

62%

55%

30%

62%

40%

2,000

3,000

4,000

5,000

On-target total pay

6,000

Phil Bentley

Minimum total pay

On-target total pay

Maximum total pay

2012

Mark Hanaﬁn

Minimum
total pay

On-target total pay

Maximum total pay

2012
2011
Opportunity

62%

62%

75%

30%

On-target total pay

Maximum total pay

2011

30%

70%
30%

Minimum
total pay

2012

Opportunity
Chris Weston

Minimum total pay

On-target total pay

Fixed
remuneration

Maximum total pay

Short-term
incentive

2012
2011

95.5%
Group EP 62% achieved
Direct Energy EP 95.5% achieved
Strategic priorities 75% achieved

For total shareholder return
(TSR) out-performance of
the FTSE 100 Index by 0.1%
per annum was required for
25% achievement and 7%
per annum for 100%.

Sam Laidlaw

As demonstrated by the chart below, the Directors’ aggregate total
remuneration for the year equates to 0.16% (2011: 0.15%) of
the Group’s operating cashflow.

75%

38% to
investing
activities

28.6%
42.8% 100%

47.4% 100%

28.6%

Comparison of overall Company performance and CEO pay
Total return indices – Centrica, FTSE 100 and CEO total pay

Phil Bentley, Mark Hanaﬁn, Nick Luff, Chris Weston

16%
to
shareholders

130

25%
to staff

75% 26.3%

26.3%

TSR vs CEO remuneration
Sam Laidlaw was appointed in July 2006. His total remuneration
from 2009, the first year of full remuneration including vested longterm incentive plans, is shown in the chart below.

21%
to
taxation

0.16%
to
Directors

£7m

110

£6m

90

£5m

£4m

70
2007

Group EP 100% achieved
EPS 0% achieved
TSR (relative) 75% achieved

Group EP 100% achieved
EPS 0% achieved
TSR (relative) 75% achieved

A further c.£700m of investment was funded from borrowing
and other sources rather than from operating cashflows.

2008

CEO total pay

2009

2010

FTSE 100 return index

Source: Alithos Limited (with the exception of CEO total pay)

31 December 2007 = 100

2011

2012

Centrica return index

Shareholder Information

For Group earnings per share
(EPS) a minimum growth of RPI
+9% was required.

2012 Cash flow distribution to stakeholders
The Committee monitors the relationship between the Directors’ total
remuneration and cash outflows to other stakeholders.

Directors’ Report – Appendix

Long-term
incentive

40%

Mark Hanaﬁn
62%

62%

30%
58%

30%

70%

62%

55%

30%

40%

40%

49.5%

79%
Group EP 62% achieved
Strategic priorities 58% achieved

Nick Luff

For Direct Energy EP, adjusted
operating proﬁt of C$513m less
tax and a capital charge was
required for 50% achievement
and C$568m for 100%.

Group EP 62% achieved
British Gas EP 79% achieved
Strategic priorities 55% achieved

Chris Weston
62%

62%

30%

70%
75%

30%

75%

30%
47.5% 30%

30%

40%

2011
Opportunity
Group EP 62% achieved
Centrica Energy EP 49.5% achieved
Strategic priorities 47.5% achieved

Nick Luff

75%

For Group EP 25% growth
above 2009 actual was required
for 100% achievement.

7,000

Maximum total pay

2011

49.5%

79%
Group EP 62% achieved
British Gas EP 79% achieved
Strategic priorities 55% achieved

Long-term incentive targets

40

1,000
Minimum total pay

2012

Opportunity

Chris Weston

Group EP 62% achieved
Strategic priorities 75% achieved

Annual Report and Accounts 2012

Sam Laidlaw

30%
47.5% 30%

40%

Group EP 62% achieved
Strategic priorities 58% achieved

Nick Luff

For Direct Energy EP, adjusted
operating proﬁt of C$513m less
tax and a capital charge was
required for 50% achievement
and C$568m for 100%.

INTEGRATED ENERGY

Phil Bentley

30%
58%

Financial Statements

For Centrica Energy EP,
adjusted operating proﬁt of
£1,404m less tax and a capital
charge was required for 50%
achievement and £1,625m
for 100%.

Sam Laidlaw

Directors’ Report – Governance

Short-term incentive targets

Directors’ Report – Business Review

REMUNERATION SUMMARY

Phil Bentley

Sam Laidlaw

95.5%

Group EP 62% achieved
Centrica Energy EP 49.5% achieved
Strategic priorities 47.5% achieved

65
65
65

Susan Fuhrman
Ken Hydon
Josh Lewis

Pearson plc

10
5
10

25
–

Annual incentive
For 2012, annual incentive opportunities were based on the following performance me
against these measures (designated as: below threshold, < between threshold and t
and maximum and above maximum) was as follows:

Use of symbols to indicate extent to which performance targets
were met. Provides some insight into performance against
measures where targets not disclosed.

Performance in 2012

Weighting of performance measures
(% of maximum opportunity)

See Pearson plc annual report and accounts 2012 page 81
www.pearson.com

Name

Marjorie
Scardino
Will Ethridge

Pearson
plc

90%
30%

Pearson plc

Operating

Underlying
Average
growth in
working
Operating
adjusted
capital to Operating
company/ Personal
EPS Sales sales ratio cash flow Sales
companies objectives

–

10%

<

>

60%

10%

<

>

10%

<

>

10%

<

>

20%
10%

<

>

<

>

<

Operati
pro

<

Pearson North
America

Rona Fairhead

30%

50%
Professional
Assessment &
Training

10%

>

FT Publishing

John Fallon

30%

60%

<

<

Pearson
International

Robin Freestone 80%
John Makinson
30%

–
50%

<

Penguin Group

10%
India
O U R S T R ATEGY

OUR PERFORMANCE

O U R I M PAC T O N SO C I E T Y

To ﬁnd out more about our business
strategy go to page 06

For an in-depth analysis of how we
performed in 2012 go to page 11

For an explanation of our approach to
corporate responsibility go to page 34
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Report on directors’ remuneration continued

Total remuneration for the directors in 2012 was as follows:
2012

All figures in £000s

ANNUAL REPORT AND ACCOUNTS 2012

Salaries/
Annual
fees incentive Allowances Benefits Sub-total

Longterm
Retirement
benefits incentives

Total
(single
figure)

Sub-total

500

488

Longterm
Retirement
benefits incentives

Total
(single
figure)

Fees paid to non-executive directors in 2012 were comprised as follows:
All figures in £000s

–
60
–
–
–

–
211

–

500

65 1,550
– 951
25 746
4 213

15 767
16 1,014

–

–

712 4,088 6,350 2,455
302 1,532 2,785 1,390
267 1,109 2,122
999
64
317
594
–

151 1,461 2,379 1,094
– 1,081 2,095 1,417

–

–

488

706 5,719 8,880
575 3,196 5,161
182 1,574 2,755
–
–
–

150 2,087 3,331
346 1,571 3,334

David Arculus
Patrick Cescau
Vivienne Cox
Susan Fuhrman
Ken Hydon
Josh Lewis

Basic fee

Committee chairmanship

Committee membership

Senior independent directorship

Total

65
65
65
65
65
65

20
–
–
–
25
–

10
5
15
10
5
10

–
20
–
–
–
–

95
90
80
75
95
75

Annual incentive
For 2012, annual incentive opportunities were based on the following performance measures and performance
against these measures (designated as: below threshold, < between threshold and target, > between target
and maximum and above maximum) was as follows:

95
90
80

–
–
–

95
90
80

95
100
–

–
–
75
75
–
–
95
95
–
–
75
63
1,496 9,588 17,335 8,271

–
–
–

–
–
–

95
100
–

–
–
75
–
–
95
–
–
63
1,959 14,147 24,377

Note 1 For the full year, John Fallon’s remuneration reflected nine months in his role as CEO, Pearson International and
three months as Pearson CEO designate and was: salary/fees – £506; annual incentive – £259; benefits – £16; sub-total – £781;
retirement benefits – £262; long-term incentives – £1,306; total – £2,349 (all figures in £000s).

Note 3 The company provided gifts to Patrick Cescau and Marjorie Scardino after they stepped down from the board. In the case
of Patrick Cescau, the value of the gifts was £21,700. Marjorie Scardino received a painting originally purchased by the company
for £12,000, which has an estimated value of approximately £50,000 – £100,000.

Pearson
plc

90%
30%

Operating
company/ Personal
companies objectives

Pearson plc

Operating company/companies

Underlying
Average
growth in
working
adjusted
capital to Operating
EPS Sales sales ratio cash flow Sales

–

10%

<

>

60%

10%

<

>

10%

<

>

10%

<

>

20%
10%

<

>

<

>

Operating
profit

Average
working
capital to
sales ratio

Operating
cash flow

Payout
in 2012
(% of
salary)

43.5%
<

<

44.5%

Pearson North
America

Rona Fairhead

30%

John Fallon

30%

50%

36.4%

Professional
Assessment &
Training

10%
FT Publishing

60%

>

>

<

<

51.1%

Pearson
International

Robin Freestone 80%
John Makinson
30%

–
50%

<

50.4%
43.4%

Penguin Group

10%
India

Allowances
Allowances for Marjorie Scardino include £49,570 in respect of housing costs and a US payroll supplement of
£9,985. John Makinson is entitled to a location and market premium in relation to the management of the business
of the Penguin Group in the US and received £210,937 for 2012.
Benefits
Benefits include company car, car allowance and UK healthcare premiums. US health benefits for Marjorie Scardino
and Will Ethridge are self-insured and the cost is tax free to employees. For Marjorie Scardino, benefits include
£48,600 for pension planning and financial advice. Marjorie Scardino, Rona Fairhead and John Makinson have the
use of a chauffeur.

F I N A N C I A L S TATE M E N T S

Note 2 In anticipation of the proposed reporting regulations, we show a ‘single figure’ of total remuneration, which includes
retirement benefits and long-term incentives in addition to the other elements of remuneration that have been shown in previous
reports. Consistent with the methodology proposed by the Financial Reporting Council at the time of writing, retirement benefits
include the increase in the value of the pension fund during the year, comprising company contributions to the plan during the
year for defined contribution plans and the increase in the pension fund offset for inflation and multiplied by 20 for defined benefit
plans, as well as other pension-related costs (see the retirement benefits table on page 83 for further detail). Long-term
incentives include all awards under the long-term incentive plan, bonus share matching plan or all-employee share plan that vested
during the year or that have not yet vested but where performance is known at year-end as well as dividend shares accruing and
released on such shares in the year (see the tables on movements in restricted shares and share options on pages 86 to 89 for
further detail).

Name

Marjorie
Scardino
Will Ethridge

G OV E R N A N C E

–
–
75
–
–
95
–
–
75
271 125 6,251
316 64 8,271

–
–
–

Benefits
Benefits include company car, car allowance and UK healthcare premiums. US health be

O U R I M PAC T O N SOC I E T Y

–
–
–

Allowances
Allowances for Marjorie Scardino include £49,570 in respect of housing costs and a US
£9,985. John Makinson is entitled to a location and market premium in relation to the m
of the Penguin Group in the US and received £210,937 for 2012.

Performance in 2012

Weighting of performance measures
(% of maximum opportunity)

–
–
–

O U R PER F O R M A N C E

Chairman
Glen Moreno
500
–
Executive directors
Marjorie Scardino
993 432
658 293
Will Ethridge
Rona Fairhead
529 192
John Fallon
146
63
(appointed
3 October 2012)
Robin Freestone
500 252
549 238
John Makinson
Non-executive
directors
David Arculus
95
–
Patrick Cescau
90
–
80
–
Vivienne Cox
(appointed
1 January 2012)
Susan Fuhrman
75
–
Ken Hydon
95
–
75
–
Josh Lewis
4,385 1,470
Total
Total 2011
4,139 3,752

2011

Salaries/fees
Salaries/fees paid by the company are reported in the table on total remuneration of the directors. Fees paid
by other companies to the executive directors for their non-executive directorships elsewhere are reported
separately on page 92.

OV ERV I E W

Total remuneration
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Total pension entitlements (auditable)
The Regulations move away from the previous requirement to disclose the increase in
the transfer value of the deﬁned beneﬁt DB pension and introduce a new disclosure
(the ‘HMRC method’) that is intended to ensure consistency of approach.
What is required:
Paragraph 13 of the Regulations
k For anyone who served as a director during the year and has a prospective entitlement
to a DB or cash balance pension beneﬁt in respect of qualifying service:
– Details of accrued DB or cash balance pension beneﬁts at end of year.
– Normal retirement date.
– Any provision for additional beneﬁts on retirement before that date.
– Separate details for each type of pension beneﬁt included in the single ﬁgure.

What could add value:
k Information required by Listing Rules for any 2013 year end.
k Description of beneﬁts under different pension arrangements.
The ‘HMRC method’ requires the determination of a pension input amount
for the ﬁnancial year for each pension scheme:
k For DC schemes – company contributions.
k For DB schemes:
– Take the accrued pension entitlement at the start of the ﬁnancial year.
– Index that by the change in the CPI over the twelve month period to September.
– Deduct that amount from the accrued pension entitlement at the end of the ﬁnancial year.
– Multiply the resulting amount by 20.
– Deduct the director’s pension contributions.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013
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ANNUAL REPORT ON REMUNERATION continued

PERFORMANCE AGAINST PERFORMANCE CONDITIONS FOR LTIP VESTING
BY REFERENCE TO PERFORMANCE IN THE FINANCIAL YEAR (AUDITED INFORMATION)

SINGLE TOTAL FIGURE OF REMUNERATION (AUDITED INFORMATION)
FOR EDS

The LTIP amount included in the 2013 single total figure of remuneration is the conditional share award granted in 2011. Vesting was dependent on
performance over the three financial years ending on 31 December 2013 and continued service until 31 March 2014. The performance achieved against the
performance targets is shown below.

The following table shows a single total figure of remuneration in respect of qualifying services for the 2013 financial year for each ED, together with
comparative figures for 2012. Aggregate directors’ emoluments are shown at the end of the Single total figure of remuneration section. Details of NEDs’
fees are set out in a separate table on page 14.
Taxable
beneﬁts
£’000

Salary
£’000

Single total ﬁgure for EDs

Gene Rico
Nigel Mitchell

Bonus
£’000

LTIP
£’000

Pension
£’000

Total
£’000

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

750

750

16

16

1,050

945

900

700

225

225

2,941

2,638

300

280

135

135

617

535

1,510

1,440

Robert Black*

179

420

6

6

273

246

226

250

54

126

737

1,048

Sarah Collins

400

450

400

7

7

548

493

250

200

120

120

1,325

1,244

Gary Gold**
Total

450

8

8

133

0

7

0

172

0

0

0

40

0

352

0

1,912

2,020

44

37

2,660

2,239

1,675

1,430

574

606

6,865

6,370

* Robert Black left the company on 19 July 2013 because of ill-health. He was paid £552,000 in lieu of his 12 months’ notice period and a proportion of his outstanding
LTIPs were allowed to vest as disclosed in the section on Payments for loss of ofﬁce on page 15.
** Gary Gold joined the Board as an ED on 1 September 2013.

2011 AWARDS
Performance measure

Total shareholder return ranking

ADDITIONAL REQUIREMENTS IN RESPECT OF THE SINGLE TOTAL FIGURE TABLE (AUDITED INFORMATION)
PERFORMANCE AGAINST PERFORMANCE TARGETS FOR ANNUAL BONUS

Gene Rico
Actual

Nigel Mitchell
Max

Actual

Max

Actual

Sarah Collins
Max

Actual

No of shares
vesting

180,000

146,250

Nigel Mitchell

60,000

48,750

Sarah Collins

45,000

36,563

50%

Value of shares
vesting*
£’000

899
300
225

The tables below show the current position against performance targets for LTIP awards outstanding from 2012 and 2013.

Performance
measure

Max

31.25%

8%

81.25%

Conditional share awards in 2012

Target

Percentage of
max achieved

Actual

Ranked
4th

7.50%

No of shares
awarded

CURRENT POSITION ON OUTSTANDING LTIP AWARDS (NOT AUDITED INFORMATION)

ANNUAL BONUS
KPI

Rank of 3rd
or higher

* Average share price for last three months of ﬁnancial year – £6.15 per share.

Bonuses are earned by reference to the financial year and paid in March following the end of the financial year. The bonuses accruing to the EDs in respect
of 2013 are shown below. None of the 2013 bonuses are subject to deferral but mandatory deferral of 50% of any bonus payable is being introduced from the
2014 AGM.

Robert Black
(6 months’ bonus)

Maximum –
100% vesting

5%

Total

2011 Conditional share awards

Gene Rico

Taxable benefits comprise the provision of independent financial advice, car allowance and private medical assessments, valued at the taxable value.

Percentage
of max
Actual
achieved

Target –
25% vesting

Rank of 5th
or higher

Average annual real growth in earnings per share

As the awards had not vested at the date this report was finalised, the average share price for the last three months of the financial year has been used to
determine the value for the purposes of the single total figure. The awards held by the EDs were as follows.

Gary Gold
(4 months’ bonus)
Max

Actual

Total shareholder
return ranking
Earnings per share

Conditional share awards in 2013
Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
7th

5%

7.50%

6%

Performance
measure

Total shareholder
return ranking

Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
3rd

5%

7.50%

9%

Earnings per share

MARKET COMPETITIVENESS
AWB market share
GPS market share

21–23%

24%

100%

6%

100%

4.5–5.5%

25%
25%

25%
25%

25%
25%

25%
25%

40%
40%

40%
40%

30%
15%

30%
15%

40%

13.3%

TOTAL PENSION ENTITLEMENTS (AUDITED INFORMATION)

40%

13.3%

The company’s DB scheme is not open to new joiners. Gene Rico, Nigel Mitchell and Robert Black participated in this pension scheme up to their lifetime
limits. Neither Sarah Collins nor Gary Gold is a member of this scheme.

OPERATIONAL EXCELLENCE
AWB operating margin 12.5–15.5%
GPS operating margin
Defect rate per million
Employee retention
Totals
Bonus receivable

7.2–8.8%

16%

100%

9%

100%

0.77–0.63

0.85

0%

29.7–24.3%

28%

69%

40%
40%
30%

40%
40%
0%

40%
40%
10%

40%
40%
0%

20%
20%
15%

20%
20%
0%

55%
30%
10%

55%
30%
0%

20%

0.7%

20%

0.7%

15%

0.0%

15%

10%

10%

7%

15%

10%

10%

7%

15%

3%

175%

140%

150%

137%

150%

130%

150%

137%

150%

43%

£1,050,000

£616,500

£273,000

£548,000

Details of the pension accrued in the DB Scheme by Gene Rico, Robert Black and Nigel Mitchell in respect of qualifying services are shown below. The value
of the pension under the DB Scheme is calculated using the HMRC Method. The remainder of the pension value was delivered as a cash allowance. Transfer
values are included to satisfy the Listing Rules requirements.

£172,000
Values relating to DB Scheme

PERFORMANCE AGAINST PERFORMANCE CONDITIONS FOR LTIP VESTING
BY REFERENCE TO PERFORMANCE IN THE FINANCIAL YEAR (AUDITED INFORMATION)
The LTIP amount included in the 2013 single total figure of remuneration is the conditional share award granted in 2011. Vesting was dependent on
performance over the three financial years ending on 31 December 2013 and continued service until 31 March 2014. The performance achieved against the
performance targets is shown below.

Accrued pension
at year end
£’000

Increase in
accrued pension Transfer value of
Additional value Pension value in Pension value in
over year net of
net increase in
Normal
of pension on
the year from year from cash
inﬂation accrued pension Retirement Date early retirement
DB Scheme
allowance
£’000
£’000
£’000
£’000
£’000

Total
£’000

Gene Rico

350

15

7,000

01/07/2020

0

110

115

225

Nigel Mitchell

240

6

4,800

15/10/2030

0

85

50

135

Robert Black

150

5

3,000

13/02/2023

0

14

40

54

12

13

2011 AWARDS
Performance measure

Total shareholder return ranking

Target –
25% vesting

Maximum –
100% vesting

Actual

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
4th

5%

7.50%

8%

Average annual real growth in earnings per share

Percentage of
max achieved

31.25%
50%

Total

81.25%

As the awards had not vested at the date this report was finalised, the average share price for the last three months of the financial year has been used to
determine the value for the purposes of the single total figure. The awards held by the EDs were as follows.

2011 Conditional share awards

Value of shares
vesting*
£’000

No of shares
awarded

No of shares
vesting

180,000

146,250

899

Gene Rico
Nigel Mitchell

60,000

48,750

300

Sarah Collins

45,000

36,563

225

* Average share price for last three months of ﬁnancial year – £6.15 per share.

CURRENT POSITION ON OUTSTANDING LTIP AWARDS (NOT AUDITED INFORMATION)
The tables below show the current position against performance targets for LTIP awards outstanding from 2012 and 2013.
Conditional share awards in 2012
Performance
measure

Total shareholder
return ranking
Earnings per share

Conditional share awards in 2013
Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
7th

5%

7.50%

6%

Performance
measure

Total shareholder
return ranking

Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
3rd

5%

7.50%

9%

Earnings per share

TOTAL PENSION ENTITLEMENTS (AUDITED INFORMATION)
The company’s DB scheme is not open to new joiners. Gene Rico, Nigel Mitchell and Robert Black participated in this pension scheme up to their lifetime
limits. Neither Sarah Collins nor Gary Gold is a member of this scheme.
Details of the pension accrued in the DB Scheme by Gene Rico, Robert Black and Nigel Mitchell in respect of qualifying services are shown below. The value
of the pension under the DB Scheme is calculated using the HMRC
The remainder of the pension value was delivered as a cash allowance. Transfer
C Method.
M
values are included to satisfy the Listing Rules requirements.

Values relating to DB Scheme

Accrued pension
at year end
£’000

Increase
ease
se in
n
Additional value Pension value in Pension value in
accrued pension
ensio
on Transfer
Trans
ransf
nsfer vvalue of
the year from year from cash
net incre
increase in
Normal
of pension on
over yearr net of
allowance
DB Scheme
inﬂation accrued pension Retirement Date early retirement
£’000
£’000
£’000
£’000
£’000

Included the Listing Rules requirements.

Total
£’000

Gene Rico

350

15

7,000

01/07/2020

0

110

115

225

Nigel Mitchell

240

6

4,800

15/10/2030

0

85

50

135

Robert Black

150

5

3,000

13/02/2023

0

14

40

54

Provided a total that ties back
to the single total ﬁgure table.

13

To see more on this example, refer to
page 13 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS
For the deﬁned contribution arrangements (applicable to Mark Gregory), any bala
Allowance limit is paid in cash. During 2012, Nigel Wilson took ﬁxed protection an
15% of base salary. Following enhanced protection in 2006 and changes to the pe
receives a cash allowance of 22% of base salary in lieu of pension contributions. T
allowance of 22% of base salary until 31 December 2012. Mark Zinkula receives a
salary in lieu of joining the UK pension plan. He participates in the Legal & Genera
savings plan. All cash allowances are subject to normal payroll deductions of inco

Legal & General
Group Plc

Cash
in lieu

Deﬁned
beneﬁt

Tim Breedon

90

96

0

Nigel Wilson

97

0

2

John Pollock

93

120

0

37

26

29
1

Disclosure of separate elements of total pension value where
the value of any registered pension has been calculated using
the HMRC method.

Executive Director

See Legal & General Group Plc annual report and accounts
2012 page 83
www.legalandgeneralgroup.com

Mark Gregory

Deﬁned
contribution

2012

Mark Zinkula

19

0

Tim Breedon

178

240

0

Nigel Wilson

34

0

53

John Pollock

91

160

0

Mark Gregory

19

60

23

Mark Zinkula

n/a

n/a

n/a

1

2011

1. Mark Zinkula contributes to a 401K plan, which is included in the deﬁned contribution ﬁgure
His ﬁgures represent the period 18 September to 31 December 2012.

OVERVIEW

GOVERNANCE

LEGAL & GENERAL GROUP PLC
ANNUAL REPORT AND ACCOUNTS 2012

OUR PROGRESS

OUR PERFORMANCE

OUR APPROACH

GOVERNANCE

FINANCIAL STATEMENTS

OTHER INFORMATION

DIRECTORS’ REPORT ON REMUNERATION CONTINUED

IMPLEMENTATION SECTION.

Stepping up.

‘SINGLE FIGURE’ OF REMUNERATION
In order to help shareholders’ understanding and in recognition of the draft BIS proposals, in 2011 we provided
a ‘single ﬁgure’ of remuneration for each of our executive directors. Since our last report was published, BIS
has clariﬁed the methodology for how the single ﬁgure should be calculated and therefore we have revised
our disclosure for 2012 in line with their guidance. We have also adjusted the single ﬁgures published for 2011.
The notes explain the changes.

FOR SHAREHOLDERS, CUSTOMERS AND SOCIETY.

Components of the Single Figure and how the calculations vary from 2011

Footnote

Single ﬁgure £000s

Salary

Beneﬁts
– note 1

Tim Breedona

408

42

Nigel Wilson

653

46

99

779

1,617

3,194

John Pollock

424

42

213

520

1,062

2,261

472

889

Executive Director

Pension
– note 2

Bonus
– note 3

LTIPs
– note 4

Total
remuneration

186

435

2,209

3,280

Explanation

Beneﬁts – note 1

In 2011, beneﬁts included car allowance and private medical insurance (PMI). Beneﬁts now include the elements
shown in the table below the single ﬁgure. For Mark Zinkula, beneﬁts also include the proportion of schooling,
housing and ﬂights relating to the period 18 September to 31 December 2012 resulting from his relocation package
to the UK.

Pension – note 2

The value of any registered pension using the HMRC formula for assessing the annual and lifetime allowance limits
(i.e. 20 times the post inﬂation beneﬁt for deﬁned beneﬁt provisions (the ﬁgure for 2011 has been adjusted to be
consistent with this approach) or for the deﬁned contribution pensions the employer deﬁned contributions as set
out on page 91. It does not necessarily represent the economic value of the pension accrual and is not money
immediately available to the person.

For bonus awarded in relation to performance in 2012, the ﬁgure shown includes

2012

Mark Gregory
Mark Zinkulab

420

43

126

150

92
20

For the deﬁned contribution arrangements (applicable to Mark Gregory), any balance over and above the Annual
Allowance limit is paid in cash. During 2012, Nigel Wilson took ﬁxed protection and takes a cash allowance of
15% of base salary. Following enhanced protection in 2006 and changes to the pension plans in 2008, John Pollock
receives a cash allowance of 22% of base salary in lieu of pension contributions. Tim Breedon also received a cash
allowance of 22% of base salary until 31 December 2012. Mark Zinkula receives a cash contribution of 15% of base
salary in lieu of joining the UK pension plan. He participates in the Legal & General America 401K plan and cash
savings plan. All cash allowances are subject to normal payroll deductions of income tax and National Insurance.

1,916

205

n/a

501

Tim Breedon

808

418

804

245

2,325

Nigel Wilson

550

28

87

456

0

1,121

John Pollock

412

33

251

472

118

1,286

Mark Gregory

400

33

102

308

55

898

Mark Zinkula

n/a

n/a

n/a

n/a

n/a

n/a

2011

50

Executive Director

Cash
in lieu

Deﬁned
beneﬁt

Deﬁned
contribution

Total
pension

0

186

2012

Tim Breedon

96

97

0

2

99

93

120

0

213

Mark Gregory

2012 notes
a. Tim Breedon stepped down from the Board on 30 June 2012. His remuneration reﬂects the period 1 January 2012 to 30 June 2012.
b. Mark Zinkula joined the Board on 18 September 2012. His remuneration, including bonus, reﬂects the period 18 September 2012 to 31 December 2012.

90

Nigel Wilson
John Pollock
Mark Zinkula1

37

26

19

0

178

240

29
1

92
20

2011

Tim Breedon

Beneﬁts £000s

Nigel Wilson

Executive Director

John Pollock

Car
and PMI
(plus relocation
assistance for
Mark Zinkula)

Dividends
– note i

Gain on SAYE
– note ii

Matching
shares
– note iii

Total beneﬁts
shown in the
table above

10

31

0

1

42

Nigel Wilson

20

John Pollock

20

Mark Gregory

20

Mark Zinkula

141

Tim Breedon

20

Nigel Wilson

20
20

25
21
22
9
29
7
12

0

1

0

1

0
0
0

150

1

28

0

1

33

n/a

n/a

n/a

418
87

0

251

23

102

n/a

n/a

Value of PSP awards that vested (as of the date of vest) during the year. The vesting of awards is dependent on the
TSR performance conditions as set out on page 79. Note that Nigel Wilson, John Pollock and Mark Gregory chose
not to exercise their award upon vesting. They have the ability to exercise up to 5 May 2014. Note: the performance
period ran from 6 May 2009 to 6 May 2012.

For bonus awarded in relation to performance in 2012, the ﬁgure shown includes the 37.5% of the award, which is
deferred for three years. In line with current policy, the bonus for Tim Breedon is paid in cash due to his retirement.

50
33

12
n/a

0
53

60
n/a

LTIPs – note 4

42
43

0

1

0

20
n/a

160

19

The total bonus awarded in relation to performance in the year including the portion that is deferred.
For bonus awarded in relation to 2011, 37.5% of this ﬁgure was deferred into shares for three years. In the 2011
Report & Accounts the element that was awarded for performance in the year but deferred was taken out of the
single ﬁgure on the basis that it was not immediately available to the recipient. Instead, the single ﬁgure for 2011
included deferred bonus that vested in 2011. The ﬁgure has now been adjusted to show the total bonus payable
for 2011 performance.

46

1

1

0

Mark Gregory
Mark Zinkula

0

91
n/a

Bonus – note 3

2011

John Pollock

34

Mark Gregory
Mark Zinkula

1. Mark Zinkula contributes to a 401K plan, which is included in the deﬁned contribution ﬁgure in the table above.
His ﬁgures represent the period 18 September to 31 December 2012.

2012

Tim Breedon

Components of Beneﬁts and how calculated
Footnote

Explanation

Dividends – note i

Value of all dividends received in 2012 or 2011 in respect of outstanding SBP awards, unvested
matching shares under the Employee Share Plan (ESP) and Group Performance Shares, under the ESP.

Gain on SAYE – note ii

Any gain on SAYE vesting in the year – nothing vested in 2011 or 2012 for the directors.

Matching shares – note iii

Value of matching shares at date of purchase and Group Performance Shares awarded in the year
valued at the date of award (does not include the amounts that vested).

The regular table of remuneration for 2012 required under the existing legislation can be found under the section
Other Information on page 96.
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The total bonus awarded in relation to performance in the year including the port
For bonus awarded in relation to 2011, 37.5% of this ﬁgure was deferred into share
Report & Accounts the element that was awarded for performance in the year but
single ﬁgure on the basis that it was not immediately available to the recipient. In
included deferred bonus that vested in 2011. The ﬁgure has now been adjusted to
for 2011 performance.
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Scheme interests awarded during
the ﬁnancial year (auditable)
This is a requirement to provide full details of LTI grants made during the ﬁnancial
year including the face value of awards and details of the share price used to determine
the award.
What is required:

Paragraph 14 of the Regulations

k Disclosure of awards of LTIs made to directors during the year in tabular format.
k Details must include:
– Type of interest awarded (including cash-based awards).
– Basis on which award made. (e.g. percentage of salary)
– Face value (i.e. maximum number of shares multiplied by price used for the grant).
– Percentage receivable for threshold performance.
– Explanation for any difference between any option exercise price and market value.
– End of applicable performance period (i.e. end of latest period).
k Disclosure of performance measures and targets (unless reliance on commercial sensitivity
opt-out or disclosed elsewhere in report).

k Basis on which market value at grant date derived (i.e. spot rate or average):
– Date of grant and share price on that date (if spot rate).
– Period used to average share price and price used (if average).
What could add value:
k Including a summary of normal grant policy, if not included in policy table,
to meet Listing Rules requirements (until 31 December 2013).

k If awards are options, disclosing option exercise period.
k If more than one vesting date, including different tranches of award.
k Disclosing any post-vesting holding period.
k Where the scheme provides for more than 100% of an award to vest, giving a clear
explanation of how the increased vesting operates.

k Considering highlighting any other key features of award.
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What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013
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ANNUAL REPORT ON REMUNERATION continued

SINGLE TOTAL FIGURE OF REMUNERATION (AUDITED INFORMATION)
FOR NEDS

PAYMENTS FOR LOSS OF OFFICE (AUDITED INFORMATION)

NEDs do not participate in any of the company’s incentive arrangements nor do they receive any
benefits. Their fees are reviewed every two years against those for companies of similar scale with effect
from 1 July 2013 and complexity to Generico and were last reviewed in 2013 when the Board fee was
increased by just over 10% to reflect the significant increase in time commitment expected of NEDs.
The Chair’s fees are set by the Committee and the Chief Executive; those for the NEDs are set by the
Board as a whole.

NEDS’ FEES 2013 £’000 (AUDITED INFORMATION)

Anthony Wilder
Chair

2012

250

250

Other fees
£’000
2013

Total
£’000

2012

2013

2012

250

250

–

–

Fred Brighton
Member of Audit Committee;
Member Remuneration Committee

15

45

3

10

18

55

Angela Hawker
Chair of Remuneration Committee;
Member Nominations Committee

47

45

15

15

65

60

Terry Noble
Member of Remuneration Committee

47

45

5

5

52

50

Alan Richman
Member of Audit Committee;
Senior Independent Director

47

45

30

30

77

75

32

–

7

–

39

–

Michael White
Appointed 1 May 2013; Member of Remuneration
Committee and Audit Committee

33

–

7

–

39

–

555

470

£’000

Bonuses
Pensions allowances

126,000
6,000
552,000

EARLY VESTING OF LTIP AWARDS
£

2011 award (60,000 shares)

81.25% vesting; 27/36 time
pro-rated

36,563 shares

175,500

20% vesting; 15/36 time pro-rated

6,250 shares

30,000

2013 award (50,000 shares)

100% vesting; 3/36 time pro-rated

4,167 shares

20,000
225,000

* Share price at vesting: £4.80

Robert Black had six months to exercise his previously vested outstanding options under the 2005
Generico Share Option Plan from the date of ceasing employment and all options were exercised before
the end of the financial year (see table on page 17).

PAYMENTS TO PAST DIRECTORS (AUDITED INFORMATION)

LTIP GRANT POLICY

AGGREGATE DIRECTORS’ EMOLUMENTS

NEDs' fees

420,000

Other beneﬁts
Total paid in cash

No payments were made in the year to past directors other than the compensatory payment made to
Robert Black on his retirement from the Board as a result of his ill health. This is included in the single
figure table.

Fred Brighton retired as a NED at the Annual General Meeting on 3 May 2013 after six years of
dedicated service to the Remuneration Committee and nine years on the Board. No compensatory
payment was made.

Total

£

Salary
Pension beneﬁt

2012 award (75,000 shares)

Value of shares vesting*

Total

Taxable beneﬁts

ROBERT BLACK’S COMPENSATION PAYMENT

Conditional share awards

Sarah Sands
Appointed 1 May 2013; Member of Remuneration
Committee and Nominations Committee

Salaries

Robert Black resigned from the Board on 19 July 2013 due to ill health. He has been awarded a partial
bonus for the period of his employment during 2013 (which is set out in the annual bonus table on
page 12) as well as compensation for loss of office, representing his salary and benefits for a 12-month
period (as set out in his service contract) and the early vesting of his outstanding long-term incentive
awards, on the basis of assessment of the achievement of performance conditions at the date of
termination, under the terms of the LTIP.

12 months’

Board fee
£’000
2013

£’000

2013

2012

1,912

2,020

44
2,660

37
2,239

Conditional share awards are granted each year in March after the announcement of the company’s
results. Awards were made in March 2013 in accordance with our normal grant policy to the EDs and
to 106 other participants.
Grant policy

Maximum

Normal grant

CEO

200% of salary

175% of salary

245

Other EDs

200% of salary

150% of salary

537

286

Other senior executives

100% of salary

25% to 100% of salary

5,358

4,827

205

PAYMENTS FOR LOSS OF OFFICE (AUDITED INFORMATION)
Robert Black resigned from the Board on 19 July 2013 due to ill health. He has been awarded a partial
bonus for the period of his employment during 2013 (which is set out in the annual bonus table on
page 12) as well as compensation for loss of office, representing his salary and benefits for a 12-month
period (as set out in his service contract) and the early vesting of his outstanding long-term incentive
awards, on the basis of assessment of the achievement of performance conditions at the date of
termination, under the terms of the LTIP.
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ROBERT BLACK’S COMPENSATION PAYMENT
12 months’

£

Salary

420,000

Pension beneﬁt

126,000

Other beneﬁts

6,000

Total paid in cash

552,000

EARLY VESTING OF LTIP AWARDS
Conditional share awards

£

2011 award (60,000 shares)

81.25% vesting; 27/36 time
pro-rated

2012 award (75,000 shares)

20% vesting; 15/36 time pro-rated

6,250 shares

30,000

2013 award (50,000 shares)

100% vesting; 3/36 time pro-rated

4,167 shares

20,000

36,563 shares

Value of shares vesting*

175,500

225,000

* Share price at vesting: £4.80

Robert Black had six months to exercise his previously vested outstanding options under the 2005
Generico Share Option Plan from the date of ceasing employment and all options were exercised before
the end of the financial year (see table on page 17).

PAYMENTS TO PAST DIRECTORS (AUDITED INFORMATION)
No payments were made in the year to past directors other than the compensatory payment made to
Robert Black on his retirement from the Board as a result of his ill health. This is included in the single
figure table.

Explained timing of LTIP grant.

LTIP GRANT POLICY
Conditional share awards are granted each year in March after the announcement of the company’s
results. Awards were made in March 2013 in accordance with our normal grant policy to the EDs and
to 106 other participants.
Grant policy

Maximum

Normal grant

CEO

200% of salary

175% of salary

Other EDs

200% of salary

150% of salary

Other senior executives

100% of salary

25% to 100% of salary

Included a summary of LTIP grant policy
(maximum and normal grant levels).

15

46

To see more on this example, refer to
page 15 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS
p
percentage of salary, but were then ﬁxed as a number of shares for 2012.The Committee feels that ﬁxing the award sizes as a number
of shares provides strong alignment with shareholders, as the face value of awards will fall if the share price falls and vice versa.

Inchcape plc

Awards made in 2012 to Executive Directors are summarised below:
Type of award
Basis of award
Face value of awards made during 2012*

Detailed disclosure of awards made in the year under the
Performance Share Plan with an explanation of the basis for
setting targets and the Remuneration Committee’s justiﬁcation
for choosing the performance targets.

‘Normal’ performance shares
‘Enhanced’ performance shares
Absolute number of shares calculated on the basis of shares granted in 2011
Group Chief Executive: £1,077,674
Group Chief Executive: £359,225
(304,170 shares)
(101,390 shares)

Performance period
Performance conditions

Group Finance Director: £463,283
Group Finance Director: £92,649
(130,760 shares)
(26,150 shares)
3 years (i.e. 1 January 2012 – 31 December 2014)
75% on EPS growth
100% on EPS growth

% vesting at threshold

25% on average ROCE
25% of award

*

0% of award

Calculated using the share price of £3.543 which was the closing price on date of grant 10 April 2012.

Performance conditions are as follows:
ENHANCED AWARDS

NORMAL AWARDS

See Inchcape plc annual report and accounts 2012 page 57
www.inchcape.com

3 year EPS growth p.a.

Less than 7%
7%
15%
Between 7% and 15%
3 year average ROCE

Vesting Percentage

0%
25%
100%
Straight line basis
Vesting Percentage

Less than 18%
18%
21%
Between 18% and 21%

0%
25%
100%
Straight line basis

3 year EPS growth p.a.

Less than 15%
20%
Between 15% and 20%

Vesting Percentage

0%
100%
Straight line basis

Targets were set taking into account a range of reference points
including the Group’s strategic plan and broker forecasts for both
the Group and other sector peers.The Committee believes that
these targets are very stretching, and that the maximum will only
be available for truly outstanding performance.

AWARDS VESTING DURING THE YEAR
No award under the PSP is due to vest for Executive Directors until 2014 (subject to performance).
CO-INVESTMENT PLAN
AWARDS MADE DURING THE YEAR
The renewal of the Co-investment plan (CIP) was approved by shareholders in 2011. During 2012, both Executive Directors made
investments, and therefore were granted matching awards as detailed below:
Type of award
Basis of award
Face value of awards made during 2012*
BUSINESS REVIEW

GOVERNANCE

FINANCIAL STATEMENTS

SHAREHOLDER INFORMATION

Annual Report and Accounts 2012

EXECUTIVE SHARE OPTIONS
AWARDS VESTING DURING THE YEAR
The ﬁnal grant of share options under this scheme was made in 2010.The grant level for these options was half the normal level to
reﬂect the fall in the Group’s share price at that time as well as the strategy to reduce operating costs.These options vest on three year
EPS growth as follows:

Awards made in 2012 to Executive Directors are summarised below:

Less than RPI+3%
RPI+3%
RPI+8%
Between RPI+3% and RPI+8%

Type of award
Basis of award
Face value of awards made during 2012*

The premium choice
in the automotive industry
RIGHT MARKETS

RIGHT BRANDS

RIGHT CATEGORIES

RIGHT FINANCIALS

Performance period
Performance conditions

Directors’ report on remuneration continued

PERFORMANCE SHARE PLAN
AWARDS MADE DURING THE YEAR
The performance share plan (PSP) was approved by shareholders at the 2011 AGM, and awards of normal and enhanced awards
were made to Executive Directors and other senior executives under this plan in 2011 and 2012. Awards in 2011 were based on a
percentage of salary, but were then ﬁxed as a number of shares for 2012.The Committee feels that ﬁxing the award sizes as a number
of shares provides strong alignment with shareholders, as the face value of awards will fall if the share price falls and vice versa.
‘Normal’ performance shares
‘Enhanced’ performance shares
Absolute number of shares calculated on the basis of shares granted in 2011
Group Chief Executive: £1,077,674
Group Chief Executive: £359,225
(304,170 shares)
(101,390 shares)

Performance period
Performance conditions

Group Finance Director: £463,283
Group Finance Director: £92,649
(130,760 shares)
(26,150 shares)
3 years (i.e. 1 January 2012 – 31 December 2014)
75% on EPS growth
100% on EPS growth

% vesting at threshold

25% on average ROCE
25% of award

*

Options held

0% of award

Performance conditions are as follows:
ENHANCED AWARDS

3 year EPS growth p.a.

Less than 7%
7%
15%
Between 7% and 15%

3 year EPS growth p.a.

Vesting Percentage

Vesting Percentage

Less than 15%
20%
Between 15% and 20%

0%
25%
100%
Straight line basis

3 year average ROCE

Less than 18%
18%
21%
Between 18% and 21%

0%
100%
Straight line basis

Targets were set taking into account a range of reference points
including the Group’s strategic plan and broker forecasts for both
the Group and other sector peers.The Committee believes that
these targets are very stretching, and that the maximum will only
be available for truly outstanding performance.

Vesting Percentage

0%
25%
100%
Straight line basis

CO-INVESTMENT PLAN

Type of award
Basis of award
Face value of awards made during 2012*

*

243,870

£3.10

John McConnell

125,806

£3.10

1 Jan 2010 –
31 Dec 2012
1 Jan 2010 –
31 Dec 2012

1.

Based on 2012 EPS of 39.7p, 2009 EPS of 27.1p, and RPI growth of 4.22%.

2.

Based on the average share price from 1 October 2012 – 31 December 2012.

Share price at
vesting2

Value (£000)

8 April 2013

RPI+9.35%

100%

£4.05

232

8 April 2013

RPI+9.35%

100%

£4.05

120

Vesting date

Matching award
2:1 match on invested amounts
Group Chief Executive: £398,357(117,164 shares)

% vesting

Nil cost awards

*

Calculated using the share price of £3.40 which was the closing price on date of grant 22 June 2012.

For simplicity and alignment, the performance targets for the CIP awards are the same as the normal PSP award made in 2012.
AWARDS VESTING DURING THE YEAR

Options held

Shares held

Guideline met

Subject to
performance
conditions

Subject to
deferral

Subject to
performance
conditions

Vested but not
yet exercised

536,148
210,676

Y
Y

1,123,607
537,076

N
N

243,870
125,806

961,467
337,465

André Lacroix
John McConnell

Details of the shares held by the Non-Executive Directors are given on page 62.
The Executive Directors are required to hold a ﬁxed number of shares equivalent to 200% of base salary.The share price as at
31 December 2012 was 430.9p.

Issued share capital as at 31 December 2012
All schemes – 10% over 10 year rolling period
Remaining headroom for all schemes
Executive schemes – 5% over a 10 year rolling period
Remaining headroom for executive schemes

Group Finance Director: £408,051 (120,015 shares)
3 years (i.e. 1 January 2012 – 31 December 2014)
75% on EPS growth
25% on average ROCE
25% of award

EPS growth p.a.1

Group Finance Director: £408,051 (120,015 shares)
3 years (i.e. 1 January 2012 – 31 December 2014)
75% on EPS growth
25% on average ROCE
25% of award

EXECUTIVE SHARE OWNERSHIP
As at 31 December 2012, the Directors held the following shares:

All other plans are satisﬁed on exercise by market purchase
shares. Dilution limits are monitored throughout the year by the
Remuneration Committee and the Company complies with
the limits set by the Association of British Insurers.

AWARDS MADE DURING THE YEAR
The renewal of the Co-investment plan (CIP) was approved by shareholders in 2011. During 2012, both Executive Directors made
investments, and therefore were granted matching awards as detailed below:

% vesting at threshold

Performance
period

Exercise price

André Lacroix

DILUTION LIMITS
Options granted under the executive share option scheme, the
SAYE scheme and awards granted under the performance share
plan are met by the issue of new shares or treasury shares.

AWARDS VESTING DURING THE YEAR
No award under the PSP is due to vest for Executive Directors until 2014 (subject to performance).

Performance period
Performance conditions

% vesting at threshold

Vesting Percentage

0%
25%
100%
Straight line basis

There will be no retesting.
These options will vest in full based on performance to 31 December 2012. Details of awards vesting to Executive Directors are shown in
the table below.

Calculated using the share price of £3.543 which was the closing price on date of grant 10 April 2012.

NORMAL AWARDS

RIGHT GROWTH STRATEGY

EPS growth p.a.

Matching award
2:1 match on invested amounts
Group Chief Executive: £398,357(117,164 shares)

468m
46.8m
18.7m
23.4m
2.4m

EXIT PAYMENTS MADE IN YEAR
There were no exit payments made in 2012.
TOTAL SHAREHOLDER RETURNS (TSR)
The following graph illustrates the Group’s TSR over a ﬁve year
period, relative to the performance of the total return index of the
FTSE mid-250 group of companies (excluding investment trusts).
TSR is essentially share price growth plus re-invested dividends.
The FTSE mid-250 has been chosen as the most suitable
comparator group as it is the general market index in which
the Company appears.
HISTORICAL TSR PERFORMANCE
200
150

SHAREHOLDER CONTEXT
The table below shows the advisory vote on the 2011 Directors’
report on remuneration at the 2012 AGM. It is the policy of the
Committee to consult with major shareholders prior to any major
changes to the Remuneration Policy.

Calculated using the share price of £3.40 which was the closing price on date of grant 22 June 2012.

For simplicity and alignment, the performance targets for the CIP awards are the same as the normal PSP award made in 2012.
AWARDS VESTING DURING THE YEAR
No award under the CIP is due to vest for either individual until 2014 (subject to performance).

Votes
*

www.inchcape.com

57

58

For

Against

Abstentions*

91.72%

4.46%

3.82%

100
50
0
Dec 07
Inchcape

Dec 08

Dec 09

Dec 10

Dec 11

Dec 12

FTSE mid 250 excluding investment trust

Abstain votes are not included in the ﬁnal proxy ﬁgures as they are not
recognised as a vote in law. The ﬁgures above are for illustration purposes,
consistent with what is required under the BIS recommendations.

Inchcape plc Annual Report and Accounts 2012

Unilever PLC

On 18 February 2013, the CEO invested 60% and the CFO invested
25% of their 2012 bonus into MCIP investment shares and received
corresponding awards of performance-related MCIP matching
shares. MCIP matching awards are subject to the same
performance metrics as GSIP awards (see below). Further
information on matching awards is set out on page 78.

Unilever highlights the potential for vesting of double the
maximum award under the GSIP in one of its ‘At a glance’ boxes.
5%
0%

See Unilever PLC annual report and accounts 2012 page 72
www.unilever.com

GSIP

AT A GLANCE...
P

Directors
their net
cipation in
heque for
receive
ng shares.

ɒ Maximum award 200% of base salary for
the CEO and 175%* of base salary for CFO
ɒ Maximum vesting of 2x initial award
ɒ Maximum vesting of 400% of base salary for
the CEO and 350%* of base salary for the CFO
* This is the current operational maximum. The maximum pursuant
to the remuneration policy is 178% with maximum vesting of 356%
of base salary as set out on page 67.

Unilever Annual Report and Accounts 2012
ABOUT UNILEVER

GOVERNANCE

FINANCIAL STATEMENTS

SHAREHOLDER INFORMATION

DIRECTORS’ REMUNERATION REPORT continued

2012 outcomes

2012 outcomes
The performance period for awards granted on 18 March 2010 ran from 1 January 2010 to 31 December 2012. The award was equally
based on the performance metrics outlined in the table below.

AT A GLANCE...
Performance against targets:

ANNUAL REPORT
AND ACCOUNTS 2012

MAKING
SUSTAINABLE LIVING
COMMONPLACE

ɒ CEO – £1,950,400 (100% of maximum,
200% of base salary)
ɒ CFO – £1,049,580 (98% of maximum,
147% of base salary)

When determining bonus payments the Committee considers performance against targets, the quality of business performance
and the individual performance rating (in accordance with our Group-wide performance management system).
Performance against targets:

The calculations performed in determining these performance outturns have been subject to an independent report.
In addition to the above targets, the performance metrics for underlying sales growth and core operating margin improvement
were required to reach at least the threshold of the performance range for both performance metrics before any shares, subject
to either performance condition, were able to vest. The thresholds for both metrics were met.

Performance against targets was strong with maximum underlying sales growth and underlying volume growth targets being
exceeded, meaning we grew above our markets and outperformed much of the competition. Core operating margin improvement
was close to maximum. This included a mix of higher-quality margin drivers and a reduction in restructuring charges.
The Committee considered that the CEO had an exceptional year leading the business to deliver outstanding financial performance,
strong returns to shareholders and excellent progress towards achieving a number of the goals set under the USLP. Similarly the
Committee considered that the CFO had a strong year, supporting the CEO in delivering this business success.
Taking into account performance against targets, the quality of results and individual contribution, the Committee determined that the
CEO should be awarded a bonus of 200% of base salary in respect of 2012 with the CFO being awarded a bonus of 147% of base salary.
2013 bonus policy
There will be no change to the Executive Directors’ annual bonus opportunities for 2013 as set out in the Remuneration Policy table
on page 65 and the annual bonus performance metrics will remain the same as for 2012.
MCIP

AT A GLANCE...

ɒ Out of their after-tax annual bonus awards,
Executive Directors are required to invest 25%
of their gross bonus and may invest up to 60%
of their gross bonus in the MCIP
ɒ They are awarded an equal number of MCIP
matching shares
ɒ Maximum vesting of 1.5x initial award
The MCIP investment is made personally by Executive Directors
from their net after-tax annual bonus. In the event that their net
after-tax annual bonus is insufficient to cover full participation in
the MCIP at 60%, Executive Directors write Unilever a cheque for
the balance of the shares they purchase. In return, they receive
a corresponding award of performance-related matching shares.

72

Report of the Directors Governance

On 18 February 2013, the CEO invested 60% and the CFO invested
25% of their 2012 bonus into MCIP investment shares and received
corresponding awards of performance-related MCIP matching
shares. MCIP matching awards are subject to the same
performance metrics as GSIP awards (see below). Further
information on matching awards is set out on page 78.
GSIP

The total overall vesting was 109% of target (54.5% of maximum). The Committee considered the level of vesting in the context
of performance against targets, the underlying business performance and performance against key peers and determined that
it was appropriate.
2013 awards
There will be no change to the Executive Directors’ GSIP opportunities for 2013 with the target award for the CEO remaining at 200%
of base salary and the target award for the CFO remaining at 175% of base salary.

Underlying sales growth
(25%)

Core operating margin
improvement (25%)

Cumulative operating cash
flow (25%)

Relative total shareholder
return (25%)

Both performance conditions must reach threshold
performance, before any payout in respect of either measure
is made.

For the three business-focused metrics, 25% of target awards vest for achieving threshold performance. 200% of target awards
vest (150% under the MCIP) for maximum performance. In addition, the performance metrics for underlying sales growth and core
operating margin improvement must reach the threshold of the performance range for both performance metrics before any shares
subject to either performance condition vest.
For the relative TSR measure, Unilever’s TSR is measured against a comparator group of other consumer goods companies. TSR
measures the return received by a shareholder, capturing both the increase in share price and the value of dividend income (assuming
dividends are reinvested). The TSR results are measured on a common currency basis to better reflect the shareholder experience.

AT A GLANCE...

The current TSR peer group is as follows:

ɒ Maximum award 200% of base salary for
the CEO and 175%* of base salary for CFO
ɒ Maximum vesting of 2x initial award
ɒ Maximum vesting of 400% of base salary for
the CEO and 350%* of base salary for the CFO

Avon
Beiersdorf
Campbell Soup
Coca-Cola

Colgate-Palmolive
Danone
General Mills
Estée Lauder

Heinz
Henkel
Kao
Kellogg

Kimberly-Clark
L’Oréal
Nestlé
PepsiCo

Procter & Gamble
Reckitt Benckiser
Shiseido

* This is the current operational maximum. The maximum pursuant
to the remuneration policy is 178% with maximum vesting of 356%
of base salary as set out on page 67.

Unilever Annual Report and Accounts 2012
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ANNUAL REPORT ON REMUNERATION

Payments to past directors (auditable)
The increased clarity in the Regulations over what can be omitted from payments to
past directors gives some indication of what should be included and is likely to lead
to more consistency of reporting in this area.
Remuneration committees will need to determine and disclose an appropriate
de minimis level, below which no payments to past directors are disclosed.
What is required:

Paragraph 15 of the Regulations

k Details of any payments made in the year to a former director, excluding payments:
– For loss of ofﬁce.
– Included in the single total ﬁgure.
– Disclosed in a previous remuneration report.
– Below the company’s stated de minimis amount.
– That are regular pension beneﬁts (commenced in a previous ﬁnancial year).
– That are dividend payments on LTIs retained after leaving ofﬁce.
– For employment or other services provided other than as a director.
What could add value:
k Statement of the Company’s de minimis amount and any changes to that amount.
k Inclusion of actual amounts received by former director in respect of LTIs vesting that had
not vested at the date of termination.

k Statement when any new employment or consulting arrangement is entered into
with former director.

k Clarity over the nature of any pension payment commencing in the year
(e.g. whether previously disclosed, how funded and expectation of future increases).
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

SINGLE TOTAL FIGURE OF REMUNERATION (AUDITED INFORMATION)
FOR NEDS

PAYMENTS FOR LOSS OF OFFICE (AUDITED INFORMATION)

NEDs do not participate in any of the company’s incentive arrangements nor do they receive any
benefits. Their fees are reviewed every two years against those for companies of similar scale with effect
from 1 July 2013 and complexity to Generico and were last reviewed in 2013 when the Board fee was
increased by just over 10% to reflect the significant increase in time commitment expected of NEDs.
The Chair’s fees are set by the Committee and the Chief Executive; those for the NEDs are set by the
Board as a whole.

NEDS’ FEES 2013 £’000 (AUDITED INFORMATION)

2012

250

250

Other fees
£’000
2013

Total
£’000

2012

2013

2012

–

–

250

250

15

45

3

10

18

55

Angela Hawker
Chair of Remuneration Committee;
Member Nominations Committee

47

45

15

15

65

60

Terry Noble
Member of Remuneration Committee

2013

47

45

5

5

52

50

Alan Richman
Member of Audit Committee;
Senior Independent Director

47

45

30

30

77

75

32

–

7

–

39

–

Michael White
Appointed 1 May 2013; Member of Remuneration
Committee and Audit Committee

33

–

7

–

39

–

555

470

£’000

Bonuses
Pensions allowances

6,000

£

81.25% vesting; 27/36 time
pro-rated

36,563 shares

2012 award (75,000 shares)

20% vesting; 15/36 time pro-rated

6,250 shares

2013 award (50,000 shares)

100% vesting; 3/36 time pro-rated

4,167 shares

175,500
30,000
20,000
225,000

* Share price at vesting: £4.80

Robert Black had six months to exercise his previously vested outstanding options under the 2005
Generico Share Option Plan from the date of ceasing employment and all options were exercised before
the end of the financial year (see table on page 17).

PAYMENTS TO PAST DIRECTORS (AUDITED INFORMATION)

LTIP GRANT POLICY

AGGREGATE DIRECTORS’ EMOLUMENTS

Total

126,000
552,000

EARLY VESTING OF LTIP AWARDS
2011 award (60,000 shares)

No payments were made in the year to past directors other than the compensatory payment made to
Robert Black on his retirement from the Board as a result of his ill health. This is included in the single
figure table.

Fred Brighton retired as a NED at the Annual General Meeting on 3 May 2013 after six years of
dedicated service to the Remuneration Committee and nine years on the Board. No compensatory
payment was made.

NEDs' fees

420,000

Total paid in cash

Value of shares vesting*

Total

Salaries

£

Salary
Pension beneﬁt
Other beneﬁts

Conditional share awards

Sarah Sands
Appointed 1 May 2013; Member of Remuneration
Committee and Nominations Committee

Taxable beneﬁts

ROBERT BLACK’S COMPENSATION PAYMENT
12 months’

Board fee
£’000

Fred Brighton
Member of Audit Committee;
Member Remuneration Committee

Anthony Wilder
Chair

Robert Black resigned from the Board on 19 July 2013 due to ill health. He has been awarded a partial
bonus for the period of his employment during 2013 (which is set out in the annual bonus table on
page 12) as well as compensation for loss of office, representing his salary and benefits for a 12-month
period (as set out in his service contract) and the early vesting of his outstanding long-term incentive
awards, on the basis of assessment of the achievement of performance conditions at the date of
termination, under the terms of the LTIP.

£’000

2013

2012

1,912

2,020

44

37

2,660
205

2,239

Conditional share awards are granted each year in March after the announcement of the company’s
results. Awards were made in March 2013 in accordance with our normal grant policy to the EDs and
to 106 other participants.
Grant policy

CEO

Maximum

200% of salary

Normal grant

175% of salary

245

Other EDs

200% of salary

150% of salary

537

286

Other senior executives

100% of salary

25% to 100% of salary

5,358

4,827

PAYMENTS FOR LOSS OF OFFICE (AUDITED INFORMATION)
Robert Black resigned from the Board on 19 July 2013 due to ill health. He has been awarded a partial
bonus for the period of his employment during 2013 (which is set out in the annual bonus table on
page 12) as well as compensation for loss of office, representing his salary and benefits for a 12-month
period (as set out in his service contract) and the early vesting of his outstanding long-term incentive
awards, on the basis of assessment of the achievement of performance conditions at the date of
termination, under the terms of the LTIP.

14

15

ROBERT BLACK’S COMPENSATION PAYMENT
12 months’

£

Salary

420,000

Pension beneﬁt

126,000

Other beneﬁts

6,000

Total paid in cash

552,000

EARLY VESTING OF LTIP AWARDS
Conditional share awards

£

2011 award (60,000 shares)

81.25% vesting; 27/36 time
pro-rated

2012 award (75,000 shares)

20% vesting; 15/36 time pro-rated

6,250 shares

30,000

2013 award (50,000 shares)

100% vesting; 3/36 time pro-rated

4,167 shares

20,000

36,563 shares

Value of shares vesting*

175,500

225,000

* Share price at vesting: £4.80

Robert Black had six months to exercise his previously vested outstanding options under the 2005
Generico Share Option Plan from the date of ceasing employment and all options were exercised before
the end of the financial year (see table on page 17).

Provided a statement that no payment has
been made to past directors in the relevant
ﬁnancial year other than those payments
made as loss of ofﬁce payments.

PAYMENTS TO PAST DIRECTORS (AUDITED INFORMATION)
No payments were made in the year to past directors other than the compensatory payment made to
Robert Black on his retirement from the Board as a result of his ill health. This is included in the single
figure table.

LTIP GRANT POLICY
Conditional share awards are granted each year in March after the announcement of the company’s
results. Awards were made in March 2013 in accordance with our normal grant policy to the EDs and
to 106 other participants.
Grant policy

Maximum

Normal grant

CEO

200% of salary

175% of salary

Other EDs

200% of salary

150% of salary

Other senior executives

100% of salary

25% to 100% of salary

15

To see more on this example, refer to
page 15 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS
share scheme rules.

Legal & General
Group Plc

The table below shows the remuneration paid to h
during the period after he stepped down from the
from 1 July to 31 December 2012.

Explanation of remuneration paid to retiring CEO between the
date he left the Board and his retirement from the company.

Remuneration for period 1 July 2012 to 31 Decemb
£000s

See Legal & General Group Plc annual report and accounts
2012 page 90
www.legalandgeneralgroup.com

Executive Director

Cash in
lieu of
Salary Beneﬁts pension2
1

Tim Breedon

410

10

90

Annual Bonus3
Cash

473

1. Car allowance and private medical insurance.
2. In line with contractual terms, Tim Breedon received a cash allowance of
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DIRECTORS’ REPORT ON REMUNERATION CONTINUED

IMPLEMENTATION SECTION.

Stepping up.

FIVE-YEAR TOTAL SHAREHOLDER RETURN
The chart shows the value, as at 31 December 2012,
of £100 investment in Legal & General shares on
31 December 2007, compared to £100 invested in the
FTSE 100 on the same date. The other points plotted
are the values at the intervening ﬁnancial year-ends.
The FTSE 100 Index was chosen as the Company is
a member of this index.

FOR SHAREHOLDERS, CUSTOMERS AND SOCIETY.

base salary in lieu of pension contributions. See page 77 of the Policy Section.
This is subject to normal payroll deductions of income tax and National Insurance.
3. Annual Bonus awarded to Tim Breedon between the period 1 July and
31 December 2012 was based on speciﬁc objectives relating to handover
of Group Chief Executive duties and the outcome of issues relating to Solvency II.
The Remuneration Committee determined that these objectives had been
fully achieved. His bonus relating to this period is paid in cash, in line with
our policy.

For further information on shares, please see Section 4:
Other Information.

Deferred shares
Outstanding shares under the share plans were dealt
with under the plan rules. The Committee determined
Tim to be a ‘Good Leaver’ upon his retirement and
therefore the following shares vested:

Total shareholder return (at 31 December 2012)

Share Bonus Plan (SBP)

150

Number
of shares

Plan cycle

2010

100

2012

1. Nil Cost Options: part of deferred
annual variable pay under the Share Bonus
Plan. Tim has six months in which to
exercise these options from date of
leaving. Value shown is at 31 December
2012 using share price of 145.6p.
The ﬁgure shown above includes these.

0
2007

2008

L&G

2009

2010

2011

2012

FTSE 100

Employee share plan (ESP) – note 1

Plan cycle

Value at
date of vest

27,712

b 

90

Pro-rated Nil Cost Options vesting

Total

473

Mark Gregory: one-sixtieth of his eligible pensionable
base salary (which is lower than actual base salary
as only the lower of actual base salary increases and
2.5% has been credited since January 2009) for each
year of eligible service subject to him continuing his
5% of pensionable base salary contribution. Mark left
these deﬁned beneﬁt arrangements at the end of April
2011 and joined the deﬁned contribution scheme.
He is entitled to a Company contribution of 15% of
his pensionable base salary if he also contributes 5%.
Any balance over and above the Annual Allowance
limit is paid in cash and is subject to normal payroll
deductions of income tax and National Insurance.
This cash allowance is shown in the table on page 83.

&G_p070-103.indd 90

Mark Zinkula: He is entitled to a cash allowance of
15% of his base salary. This is subject to normal payroll
deductions of income tax and National Insurance. He
uses part of his cash allowance to contribute into a 401K
pension. He also participates in a cash balance plan in
the US.
Bonus sacriﬁce into pension
Executive directors, like all managers, may elect, before
its award, to sacriﬁce all or part of their cash bonus into
pension. The opportunity for bonus sacriﬁce is at the
discretion of the Company and is reviewed each year.
None of the executive directors elected for bonus sacriﬁce.
Over 150 employees elected for some bonus sacriﬁce in
relation to the March 2013 pay review.

Tim Breedon and John Pollock: one-sixtieth of
eligible pensionable base salary for each year of
service through to the date they opted for enhanced
protection in 2006. They received a cash allowance
in lieu of pension equivalent to 22% of base salary.
This is subject to normal payroll deductions of income
tax and National Insurance.

Death in service
On death in service, a capital sum equal to four times
base salary is payable, together with a spouse’s pension
of four-ninths of the member’s annualised salary.
Protection is also offered in the event of serious ill health.
This latter beneﬁt has no transfer value in the event of
the member leaving service.

Executive director pension information

Name

Increase/
(decrease) in
Age at
accrued
31 December pension in 2012
2012
£000s

Tim Breedon – note 1
Nigel Wilson – note 2

54

18

Accumulated
accrued
pension at
31 December
2012
£000s

Transfer value
of accrued
beneﬁts at
31 December
2012
£000s

305

8,312

Transfer value
of accrued
beneﬁts at
31 December
2011
£000s

Increase/
(decrease) net
of employee
contribution
in 2012
£000s

6,407

1,713

56

–

–

–

–

–

John Pollock – note 3

54

11

191

5,128

3,954

1,055

Mark Gregory – note 4

49

2

39

806

641

146

Mark Zinkula – note 5

45

–

–

–

–

–

Pro-rated
shares vesting

Value at
date of vest

1,631,367

£2,375,270

The information in this table has been audited by the independent auditors, PricewaterhouseCoopers LLP.

776,427

£1,130,478

249,165

£362,784

Note 1 – Tim Breedon resigned from the Board on 30 June 2012 and retired from the Company on 31 December 2012. The ﬁgures above show the full year 2012.
He has enhanced protection and receives a cash allowance of 22% of base salary which is subject to normal payroll deductions. This is shown on page 83.
Note 2 – Nigel Wilson was a member of the deﬁned contribution arrangement but took ﬁxed protection during 2012. The Company contributed £4,589 into his fund in 2012
(includes his 5% contribution). Nigel now receives a cash allowance of 15% of base salary which is subject to normal payroll deductions. This is shown on page 83.
Note 3 – John Pollock has enhanced protection. He receives a cash allowance of 22% of base salary that is subject to normal payroll deductions. This is shown on page 83.
Note 4 – Mark Gregory left the deﬁned beneﬁt plan on 30 April 2011 and joined the deﬁned contribution (DC) plan. The Company contributed £51,073 into his DC fund in 2012
(includes his 5% contribution). Mark receives 15% of base salary contribution towards his pension with any balance over the £50,000 annual allowance paid as a cash
allowance subject to normal payroll deductions. This is shown on page 83.
Note 5 – Mark Zinkula receives 15% of base salary as a cash contribution towards his pension which is subject to normal payroll deductions of income tax and National
Insurance. This is shown on page 83. He contributes towards a 401K provision in the US and the Company put in $6,767 in 2012. He also participates in a cash balance
plan in the US.

2011 Award

Pro-rated Nil Cost Options vesting

Annual Bonus3
Cash

983

1. Car allowance and private medical insurance.
2. In line with contractual terms, Tim Breedon received a cash allowance of 22% of



£51,177

Number
of shares

2012 Award

Cash in
lieu of
Salary Beneﬁts1 pension2

10

£372,443
b  

 

Nigel Wilson: Nigel was a member of the Group’s
deﬁned contribution arrangements. During his participation,
he was entitled to a Company contribution of 15% of his
pensionable base salary if he also contributed 5%. Any
balance over and above the Annual Allowance limit was
paid in cash and was subject to normal payroll deductions
of income tax and National Insurance. During 2012,
he took ﬁxed protection. Since this time he has received
a cash contribution of 15% of base salary which is subject
to normal payroll deductions. The cash allowance
received is shown in the table on page 91.

PENSION ENTITLEMENTS AND OTHER BENEFITS
On retirement from Legal & General at age 60 and
subject to statutory limits, executive directors have
pension entitlement as follows:

2010 Award
Pro-rated Nil Cost Options vesting

Remuneration for period 1 July 2012 to 31 December 2012
£000s

410

255,799
 

Performance Share Plan (PSP)
Under the rules of the plan, the performance conditions
were tested as at the date of his retirement 31 December
2012. The Remuneration Committee also looked at the
underlying Company performance. To the extent that
the performance conditions were met, the Remuneration
Committee agreed that Tim’s outstanding awards
should vest. The number of shares vesting were then
paid on a pro-rata basis in line with his service during
the performance periods. The number of shares that
vested together with the share price and value on the
date of vesting is shown below.

The table below shows the remuneration paid to him
during the period after he stepped down from the Board
from 1 July to 31 December 2012.

Executive Director

£413,252

Note 1: Share price used was 145.6p as at the date of vest 31 December 2012

Retirement of Tim Breedon
Tim Breedon stepped down from the Board on
30 June 2012. From 1 July to 31 December 2012, he
continued to work on speciﬁc objectives relating to
Solvency II and a smooth handover of his Chief Executive
role to Nigel Wilson. He retired from the Company on
31 December 2012. In line with normal policy, he received
base salary and normal beneﬁts up to and including
31 December 2012. These then ceased with effect from
this date. His shares were dealt with in line with the
share scheme rules.

Tim Breedon

£492,582

283,827

Total SBP shares vesting

50

TERMINATION PAYMENTS
Our policy on termination or in the event that an
executive leaves for reasons of death, disability,
ill health, redundancy or retirement are set out
on page 81 of the Policy Section.

Value at date of
vest – note 1

338,3121

2011

The performance of the plans as at 31 December 2012 is
shown on page 87. Note that Tim Breedon has not yet
exercised any of the above options at time of reporting.
Under the plan rules, he has six months from date of
leaving, i.e. to 30 June 2013, to exercise.

Total PSP shares vesting

   b  

Share price used for indicating value is 145.6p as at the date of vest
31 December 2012
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Purview Group
In addition to the Executive Directors, the remuneration of nineteen other senior executives, the vast majority of whom are
employed in South Africa, fall within the purview of the Committee. The base salaries (UK employees) or TCTC (SA employees) fo
those employed at the end of FY2012 fell within the following bands:

Disclosure of the appointment of a former director to undertake
consulting services. The implementation of the consulting
agreement would be expected to be disclosed but not
subsequent payments.

Salary bands

£100,000 to £150,000
£150,000 to £200,000
£200,000 to £250,000
£250,000 to £300,000
£300,000 to £400,000

See Lonmin plc annual report and accounts 2012 page 93
www.lonmin.com

1

Average ZAR:GBP exchange rate for FY2012 of £1 = R12.6827 used.

2

Average ZAR:GBP exchange rate for FY2011 of £1 = R11.1498 used.

Number of
executives
FY20121

Number of
executives
FY2011

1
11
5
2
–

–
7
6
2
–

In addition, Purview Group executives participate in short and long-term incentive arrangements as detailed in the Remuneration
Policy section.
Former Directors
Mr Ferguson, a former director of the Company, was engaged to provide consultancy services to Lonmin in the aftermath of the
Events at Marikana and the liquidity pressures which this placed on the Company. The value of these services attributable to
FY2012 is £46,000.
Pensions
Former defined benefit pension scheme arrangements
The Company closed its defined benefit pension scheme in June 2007, and subsequently wound this up on an orderly basis.
All UK employees who were active members when the scheme was withdrawn were provided with a non-pensionable and
non-bonusable salary supplement for five years from that date to partially compensate them for the loss caused by their accrued
benefits ceasing to be linked to future salary growth, which ceased on 30 June 2012. As a former member of the scheme,
Mr Farmer received a salary supplement of £25,425 in FY2012.
The Company also increased the level of life assurance and income continuance insurance provided to this group for the duration
of their continued employment, to reflect (respectively) the loss of the spouse’s and ill-health early retirement pensions provided by
the scheme.
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REMUNERATION IN FY2012
Directors’ remuneration
The total cash remuneration paid to all Directors in FY2012 was £2,395,153 (2011 – £4,278,470).

REMUNERATION IN FY2012 (CONTINUED)
Executive Directors (continued)

Cyril Ramaphosa
Mahomed Seedat3
Jim Sutcliffe4

M 50,000 M 10,000
M 16,154 M 3,231
S 4,846
M 50,000
–
M 50,000 M 10,000
M 50,000
–
M 50,000
–
C 200,000
M 50,000
–
M 50,000
–
M 50,000 C 17,500
S 10,230

Total for
year to
30.09.11
£

M 7,500
M 2,423

M 7,500
–

–
–

–
–

85,000
29,885

76,974
98,503

C 17,500
–
–
–

631,230

40,731

Safety and
Nomination Sustainability
Committee
Committee
£
£

M 7,500
M 7,500
M 7,500
C 12,500

–
C 12,500
M 7,500
–

M 7,500
–
M 7,500
–

–
–
–
–

82,500
80,000
72,500
262,500

75,647
80,000
66,481
262,500

–
–
M 10,000

–
–
M 7,500

–
M 7,500
–

C 12,500
M 7,500
M 7,500

–
69,070
–

62,500
134,070
102,730

40,731

52,423

35,000

42,500

69,070

911,685

Transformation
Committee
£

Other
Qualifying
Services2
£

61,154
77,0825
91,692
890,033

FY2012 fees for Mr Hartnall relate to the period from 1 October 2011 to his retirement on 26 January 2012.
Mr Seedat provides ad hoc consultancy services to the Company under a separate consultancy agreement. His payments in Rand pursuant to this
agreement have been converted into £s using the average ZAR:GBP exchange rate for FY2012 of £1 = R12.6827. See page 100 for further details.

3

FY2011 fees for Mr Seedat relate to the period 1 January 2011 to 30 September 2011.

4

FY2012 fees for Mr Sutcliffe reflect his appointment as Senior Independent Director on Mr Hartnall’s retirement on 26 January 2012, with both directors
paid fees in respect of this office attributable to the day of transition.

5

FY2011 fees for Mr Seedat have been restated to include amounts paid in respect of his consultancy agreement and attributable to FY2011, which have
been converted in Sterling using the average ZAR:GBP rate for FY2011 of R11.1498.

Executive Directors
Mr Farmer’s and Mr Scott’s pay was increased by 2.5% on 1 October 2011, in line with underlying UK inflation data to preserve,
but not increase, their pay in real terms.

Benefits in
kind2
£

Pension /
cash payment
in lieu of
pension3
£

Annual
Bonuses
£

Other4
£

Total for
year to
30.09.125
£

Total for
year to
30.09.115
£

579,000
325,850

155,480
15,375

199,125
65,168

–
130,311

–
13,159

933,605
549,863

1,220,629
557,268

Total

904,850

170,855

264,293

130,311

13,159

1,483,468

1,777,897

Historically, as is usual in South Africa, Mr Scott’s fixed remuneration was expressed in the form of “TCTC” which included the cash value of certain
benefits which would have been itemised separately for a UK employee. To ensure that his short and long-term incentives did not reflect these items,
Mr Scott was deemed to have a notional salary equal to 80% of his TCTC for these purposes. To maintain this position following the decision to adopt a
dual-contract structure for Mr Scott (see page 99) his TCTC was redenominated as a fixed Sterling amount and reallocated across both contracts such
that his aggregate salary was equal to 80% of his TCTC under the previous structure. Accordingly, his aggregate fixed remuneration has been itemised
in the table as for a UK employee.
Benefits in kind for the UK remunerated Executive Directors comprise cars, fuel, healthcare and medicals. The costs of life assurance and income
protection insurance are not reflected as the Company is the named beneficiary of these policies. Ian Farmer’s total benefits include costs of £127,863
relating to his secondment to South Africa and comprise housing allowance, home leave/family visits and local private medical insurance.

1

Average ZAR:GBP exchange rate for FY2012 of £1 = R12.6827 used.

2

Average ZAR:GBP exchange rate for FY2011 of £1 = R11.1498 used.

Number of
executives
FY20112

1
11
5
2
–

–
7
6
2
–

In addition, Purview Group executives participate in short and long-term incentive arrangements as detailed in the Remuneration
Policy section.
Former Directors
Mr Ferguson, a former director of the Company, was engaged to provide consultancy services to Lonmin in the aftermath of the
Events at Marikana and the liquidity pressures which this placed on the Company. The value of these services attributable to
FY2012 is £46,000.
Pensions
Former defined benefit pension scheme arrangements
The Company closed its defined benefit pension scheme in June 2007, and subsequently wound this up on an orderly basis.
All UK employees who were active members when the scheme was withdrawn were provided with a non-pensionable and
non-bonusable salary supplement for five years from that date to partially compensate them for the loss caused by their accrued
benefits ceasing to be linked to future salary growth, which ceased on 30 June 2012. As a former member of the scheme,
Mr Farmer received a salary supplement of £25,425 in FY2012.
The Company also increased the level of life assurance and income continuance insurance provided to this group for the duration
of their continued employment, to reflect (respectively) the loss of the spouse’s and ill-health early retirement pensions provided by
the scheme.
Current pension arrangements
UK based executives are provided with a pension supplement, which may be taken either as a pension contribution to a defined
contribution plan, or in cash. The Company operates a defined contribution pension scheme for the benefit of its UK employees.
No Executive Directors are members of this scheme, and in FY2012 Ian Farmer received a payment equal to 30% of base salary,
which he elected to take in cash.
In South Africa the Company and Group participate in an industry wide defined contribution pension plan. The Company
contributes an amount equal to 20.52% of Simon Scott’s pensionable basic salary under his South African contract, which is
remitted as a Company contribution to this plan.
No element of any Director’s remuneration other than base salary is pensionable. Except as disclosed above, the Company has
given no undertakings to arrange or bear the cost of any other pension benefits for any Director. No former Director enjoys pension
benefits in excess of those that would have been provided, in accordance with the historic provisions of the trust deeds and rules,
to all members of the relevant former scheme.

www.lonmin.com
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Number of
executives
FY20121

Shareholder Information

1

2

Salary bands

£100,000 to £150,000
£150,000 to £200,000
£200,000 to £250,000
£250,000 to £300,000
£300,000 to £400,000

05 /

This table and the associated footnotes have been subject to audit by KPMG Audit Plc.

No Director received any expense allowances during the year.

Financial Statements

Salary1
£

Ian Farmer
Simon Scott

In addition to the amounts in the table, the Executive Directors received long-term share incentives as detailed elsewhere in this report. The Directors’
total emoluments for the year do not include any fair value share option / award charges.

Purview Group
In addition to the Executive Directors, the remuneration of nineteen other senior executives, the vast majority of whom are
employed in South Africa, fall within the purview of the Committee. The base salaries (UK employees) or TCTC (SA employees) for
those employed at the end of FY2012 fell within the following bands:

04 /

In considering this decision, the Remuneration Committee took into account pay elsewhere in the Group, which increased during
the financial year by 5% for other UK-based employees, 6.5% for mid-level management in South Africa and 9%-10% for
unionised manual workers.
The table below sets out each Executive Director’s fixed pay, benefits and cash bonuses for FY2012. For details of the Executive
Directors’ share awards and other long-term incentives, see page 97.

‘Other’ for Mr Scott includes payments attributable to FY2012 in respect of his role as acting CEO since 24 August 2012. For further details of these
arrangements see page 94.
Although the Group’s reporting currency is US Dollars, these figures are stated in Sterling. In FY2011 Mr Farmer was paid in Sterling whilst Mr Scott was
paid in Rand, and the FY2011 conversion uses the average ZAR:GBP rate for FY2011 of R11.1498. For FY2012, Mr Scott’s fixed remuneration was
redenominated as a Sterling liability (see footnote 1 above).
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This table and the associated footnotes have been subject to audit by KPMG Audit Plc.
Key: C = Chairman, S = Senior Independent Director, M = Member
1
2

4
5

6

03 /

Total

Total for
year to
30.09.12
£

M 10,000
M 3,231

Remuneration Audit and Risk
Directorship Committee
Committee
£
£
£

Directors’ Report – Business Review

Non-executive Directors

Karen de Segundo
Michael Hartnall1
Len Konar
Jonathan Leslie
David Munro
Roger Phillimore

Mr Farmer opted for pension entitlements to be paid in cash. The figure disclosed for Mr Farmer reflects this cash payment and in addition his entitlement
to a pension cash supplement, explained below. Mr Farmer’s entitlement to this supplement ceased in June 2012. The Company contributes an amount
equal to 20.52% of Simon Scott’s pensionable basic salary under his South African contract, which is remitted as a Company contribution to a defined
contribution plan. The remainder of his pensions entitlements under both contracts are paid in cash.

02 /

2012

3

Non-executive Directors
No options or awards of any kind have been granted to Non-executive Directors. Non-executive fees were last reviewed in July
2011 in the light of an independent market review, and no increases were made. Non-executive Directors’ fees in respect of
FY2012 are set out below.

Lonmin Explained
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for the year ended 30 September 2012
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Current pension arrangements
UK based executives are provided with a pension supplement, which may be taken either as a pension contribution to a defined
contribution plan, or in cash. The Company operates a defined contribution pension scheme for the benefit of its UK employees.
No Executive Directors are members of this scheme, and in FY2012 Ian Farmer received a payment equal to 30% of base salary,
which he elected to take in cash.
In South Africa the Company and Group participate in an industry wide defined contribution pension plan. The Company
contributes an amount equal to 20.52% of Simon Scott’s pensionable basic salary under his South African contract, which is
remitted as a Company contribution to this plan

ANNUAL REPORT ON REMUNERATION

Payments for loss of ofﬁce (auditable)
The Regulations require more detail to be provided in respect of payments for loss of
ofﬁce than was previously the case, requiring the payments to be broken down into
their component parts. For the purposes of the single total ﬁgure of the remuneration
table, payments for loss of ofﬁce are not items in the nature of the remuneration for
qualifying services so, strictly, should not be included in the single total ﬁgure table.
Companies could include a footnote to the single total ﬁgure table cross-referring
to the Payments for loss of ofﬁce section of the report.
What is required:

Paragraph 16 of the Regulations

k Disclosure of payments for loss of ofﬁce to any current or former director in respect of the
ﬁnancial year, broken down into component parts (excluding payments below a de minimis
stated in the report).

k Explanation of how each component is calculated.
k Treatment of outstanding incentive awards and any other payments receivable.
k Where any discretion was exercised in respect of the payment, how it was exercised.
What could add value:
k Tabulated disclosure.
k Providing background to loss of ofﬁce.
k Detailing of any statutory or contractual obligations on company.
k Explaining likely timing of receipt of payments.
k Including footnote to single total ﬁgure of remuneration table cross-referring to Payments
for loss of ofﬁce.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

SINGLE TOTAL FIGURE OF REMUNERATION (AUDITED INFORMATION)
FOR NEDS

PAYMENTS FOR LOSS OF OFFICE (AUDITED INFORMATION)

NEDs do not participate in any of the company’s incentive arrangements nor do they receive any
benefits. Their fees are reviewed every two years against those for companies of similar scale with effect
from 1 July 2013 and complexity to Generico and were last reviewed in 2013 when the Board fee was
increased by just over 10% to reflect the significant increase in time commitment expected of NEDs.
The Chair’s fees are set by the Committee and the Chief Executive; those for the NEDs are set by the
Board as a whole.

NEDS’ FEES 2013 £’000 (AUDITED INFORMATION)

Angela Hawker
Chair of Remuneration Committee;
Member Nominations Committee
Terry Noble
Member of Remuneration Committee

Other fees
£’000
2013

Total
£’000

2013

2012

2012

2013

2012

250

250

–

–

250

250

15

45

3

10

18

55

47

45

15

15

65

60

47

45

5

5

52

50

Alan Richman
Member of Audit Committee;
Senior Independent Director

47

45

30

30

77

75

32

–

7

–

39

–

Michael White
Appointed 1 May 2013; Member of Remuneration
Committee and Audit Committee

33

–

7

–

39

–

555

470

£’000

Bonuses
Pensions allowances

6,000

£

81.25% vesting; 27/36 time
pro-rated

2012 award (75,000 shares)

20% vesting; 15/36 time pro-rated

6,250 shares

2013 award (50,000 shares)

100% vesting; 3/36 time pro-rated

4,167 shares

36,563 shares

175,500
30,000
20,000
225,000

* Share price at vesting: £4.80

Robert Black had six months to exercise his previously vested outstanding options under the 2005
Generico Share Option Plan from the date of ceasing employment and all options were exercised before
the end of the financial year (see table on page 17).

PAYMENTS TO PAST DIRECTORS (AUDITED INFORMATION)

LTIP GRANT POLICY

AGGREGATE DIRECTORS’ EMOLUMENTS

Total

126,000
552,000

EARLY VESTING OF LTIP AWARDS
2011 award (60,000 shares)

No payments were made in the year to past directors other than the compensatory payment made to
Robert Black on his retirement from the Board as a result of his ill health. This is included in the single
figure table.

Fred Brighton retired as a NED at the Annual General Meeting on 3 May 2013 after six years of
dedicated service to the Remuneration Committee and nine years on the Board. No compensatory
payment was made.

NEDs' fees

420,000

Total paid in cash

Value of shares vesting*

Total

Salaries

£

Salary
Pension beneﬁt
Other beneﬁts

Conditional share awards

Sarah Sands
Appointed 1 May 2013; Member of Remuneration
Committee and Nominations Committee

Taxable beneﬁts

ROBERT BLACK’S COMPENSATION PAYMENT
12 months’

Board fee
£’000

Anthony Wilder
Chair
Fred Brighton
Member of Audit Committee;
Member Remuneration Committee

Robert Black resigned from the Board on 19 July 2013 due to ill health. He has been awarded a partial
bonus for the period of his employment during 2013 (which is set out in the annual bonus table on
page 12) as well as compensation for loss of office, representing his salary and benefits for a 12-month
period (as set out in his service contract) and the early vesting of his outstanding long-term incentive
awards, on the basis of assessment of the achievement of performance conditions at the date of
termination, under the terms of the LTIP.

£’000

2013

2012

1,912

2,020

44

37

2,660

2,239

Conditional share awards are granted each year in March after the announcement of the company’s
results. Awards were made in March 2013 in accordance with our normal grant policy to the EDs and
to 106 other participants.
Grant policy

Maximum

Normal grant

CEO

200% of salary

175% of salary

245

Other EDs

200% of salary

150% of salary

537

286

Other senior executives

100% of salary

25% to 100% of salary

5,358

4,827

205

PAYMENTS FOR LOSS OF OFFICE (AUDITED INFORMATION)
Robert Black resigned from the Board on 19 July 2013 due to ill health. He has been awarded a partial
bonus for the period of his employment during 2013 (which is set out in the annual bonus table on
page 12) as well as compensation for loss of office, representing his salary and benefits for a 12-month
period (as set out in his service contract) and the early vesting of his outstanding long-term incentive
awards, on the basis of assessment of the achievement of performance conditions at the date of
termination, under the terms of the LTIP.

14

ROBERT BLACK’S COMPENSATION PAYMENT
12 months’

Set out full details of the amounts due
to the departing director in respect of
the termination of his/her directorship.

£

Salary

420,000

Pension beneﬁt

126,000

Other beneﬁts

6,000

Total paid in cash

552,000

EARLY VESTING OF LTIP AWARDS
Conditional share awards

£

2011 award (60,000 shares)

81.25% vesting; 27/36 time
pro-rated

2012 award (75,000 shares)

20% vesting; 15/36 time pro-rated

6,250 shares

30,000

2013 award (50,000 shares)

100% vesting; 3/36 time pro-rated

4,167 shares

20,000

36,563 shares

Value of shares vesting*

175,500

225,000

* Share price at vesting: £4.80

All items are cross-referenced to other
parts of the report.

Robert Black had six months to exercise his previously vested outstanding options under the 2005
Generico Share Option Plan from the date of ceasing employment and all options were exercised before
the end of the financial year (see table on page 17).

PAYMENTS TO PAST DIRECTORS (AUDITED INFORMATION)
No payments were made in the year to past directors other than the compensatory payment made to
Robert Black on his retirement from the Board as a result of his ill health. This is included in the single
figure table.

LTIP GRANT POLICY
Conditional share awards are granted each year in March after the announcement of the company’s
results. Awards were made in March 2013 in accordance with our normal grant policy to the EDs and
to 106 other participants.
Grant policy

Maximum

Normal grant

CEO

200% of salary

175% of salary

Other EDs

200% of salary

150% of salary

Other senior executives

100% of salary

25% to 100% of salary

15

52

To see more on this example, refer to
page 15 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS
Committee agreed that Tim’s outstanding awards
should vest. The number of shares vesting were then
paid on a pro-rata basis in line with his service during
the performance periods. The number of shares that
vested together with the share price and value on the
date of vesting is shown below.

Legal & General
Group Plc
Detailed explanation of the testing of performance conditions
at retirement and time pro-rating of awards with clear disclosure
of the number of shares vesting and the value.

Plan cycle

Pro-rated
shares vesting

Value at
date of vest

1,631,367

£2,375,270

776,427

£1,130,478

249,165

£362,784

2010 Award

See Legal & General Group Plc annual report and accounts
2012 page 90
www.legalandgeneralgroup.com

Pro-rated Nil Cost Options vesting
2011 Award
Pro-rated Nil Cost Options vesting
2012 Award
Pro-rated Nil Cost Options vesting
Total PSP shares vesting

   b  

Share price used for indicating value is 145.6p as at the date of vest
31 December 2012

OVERVIEW

GOVERNANCE

LEGAL & GENERAL GROUP PLC
ANNUAL REPORT AND ACCOUNTS 2012
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DIRECTORS’ REPORT ON REMUNERATION CONTINUED

IMPLEMENTATION SECTION.

Stepping up.

FIVE-YEAR TOTAL SHAREHOLDER RETURN
The chart shows the value, as at 31 December 2012,
of £100 investment in Legal & General shares on
31 December 2007, compared to £100 invested in the
FTSE 100 on the same date. The other points plotted
are the values at the intervening ﬁnancial year-ends.
The FTSE 100 Index was chosen as the Company is
a member of this index.

FOR SHAREHOLDERS, CUSTOMERS AND SOCIETY.

base salary in lieu of pension contributions. See page 77 of the Policy Section.
This is subject to normal payroll deductions of income tax and National Insurance.
3. Annual Bonus awarded to Tim Breedon between the period 1 July and
31 December 2012 was based on speciﬁc objectives relating to handover
of Group Chief Executive duties and the outcome of issues relating to Solvency II.
The Remuneration Committee determined that these objectives had been
fully achieved. His bonus relating to this period is paid in cash, in line with
our policy.

For further information on shares, please see Section 4:
Other Information.

Deferred shares
Outstanding shares under the share plans were dealt
with under the plan rules. The Committee determined
Tim to be a ‘Good Leaver’ upon his retirement and
therefore the following shares vested:

Total shareholder return (at 31 December 2012)

Share Bonus Plan (SBP)

150

Number
of shares

Plan cycle

2010

100

2007

2008

L&G

2009

2010

2011

2012

FTSE 100

TERMINATION PAYMENTS
Our policy on termination or in the event that an
executive leaves for reasons of death, disability,
ill health, redundancy or retirement are set out
on page 81 of the Policy Section.

£51,177

Number
of shares

Value at
date of vest

27,712

b 

Plan cycle

90

Mark Zinkula: He is entitled to a cash allowance of
15% of his base salary. This is subject to normal payroll
deductions of income tax and National Insurance. He
uses part of his cash allowance to contribute into a 401K
pension. He also participates in a cash balance plan in
the US.
Bonus sacriﬁce into pension
Executive directors, like all managers, may elect, before
its award, to sacriﬁce all or part of their cash bonus into
pension. The opportunity for bonus sacriﬁce is at the
discretion of the Company and is reviewed each year.
None of the executive directors elected for bonus sacriﬁce.
Over 150 employees elected for some bonus sacriﬁce in
relation to the March 2013 pay review.

Tim Breedon and John Pollock: one-sixtieth of
eligible pensionable base salary for each year of
service through to the date they opted for enhanced
protection in 2006. They received a cash allowance
in lieu of pension equivalent to 22% of base salary.
This is subject to normal payroll deductions of income
tax and National Insurance.

Death in service
On death in service, a capital sum equal to four times
base salary is payable, together with a spouse’s pension
of four-ninths of the member’s annualised salary.
Protection is also offered in the event of serious ill health.
This latter beneﬁt has no transfer value in the event of
the member leaving service.

Executive director pension information
Increase/
(decrease) in
Age at
accrued
31 December pension in 2012
2012
£000s

Name

Tim Breedon – note 1

54

Nigel Wilson – note 2

Accumulated
accrued
pension at
31 December
2012
£000s

Transfer value
of accrued
beneﬁts at
31 December
2012
£000s

305

8,312

Transfer value
of accrued
beneﬁts at
31 December
2011
£000s

Increase/
(decrease) net
of employee
contribution
in 2012
£000s

6,407

1,713

–

–

–

–

–

54

11

191

5,128

3,954

1,055

Mark Gregory – note 4

49

2

39

806

641

146

Mark Zinkula – note 5

45

–

–

–

–

–

1,631,367

£2,375,270

The information in this table has been audited by the independent auditors, PricewaterhouseCoopers LLP.

776,427

£1,130,478

249,165

£362,784

Note 1 – Tim Breedon resigned from the Board on 30 June 2012 and retired from the Company on 31 December 2012. The ﬁgures above show the full year 2012.
He has enhanced protection and receives a cash allowance of 22% of base salary which is subject to normal payroll deductions. This is shown on page 83.
Note 2 – Nigel Wilson was a member of the deﬁned contribution arrangement but took ﬁxed protection during 2012. The Company contributed £4,589 into his fund in 2012
(includes his 5% contribution). Nigel now receives a cash allowance of 15% of base salary which is subject to normal payroll deductions. This is shown on page 83.
Note 3 – John Pollock has enhanced protection. He receives a cash allowance of 22% of base salary that is subject to normal payroll deductions. This is shown on page 83.
Note 4 – Mark Gregory left the deﬁned beneﬁt plan on 30 April 2011 and joined the deﬁned contribution (DC) plan. The Company contributed £51,073 into his DC fund in 2012
(includes his 5% contribution). Mark receives 15% of base salary contribution towards his pension with any balance over the £50,000 annual allowance paid as a cash
allowance subject to normal payroll deductions. This is shown on page 83.
Note 5 – Mark Zinkula receives 15% of base salary as a cash contribution towards his pension which is subject to normal payroll deductions of income tax and National
Insurance. This is shown on page 83. He contributes towards a 401K provision in the US and the Company put in $6,767 in 2012. He also participates in a cash balance
plan in the US.

2011 Award
Pro-rated Nil Cost Options vesting

Total PSP shares vesting

983

   b  

Share price used for indicating value is 145.6p as at the date of vest
31 December 2012

1. Car allowance and private medical insurance.
2. In line with contractual terms, Tim Breedon received a cash allowance of 22% of

ANNUAL REPORT AND ACCOUNTS 2012
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56

John Pollock – note 3

2010 Award
Pro-rated Nil Cost Options vesting

Total

473

Mark Gregory: one-sixtieth of his eligible pensionable
base salary (which is lower than actual base salary
as only the lower of actual base salary increases and
2.5% has been credited since January 2009) for each
year of eligible service subject to him continuing his
5% of pensionable base salary contribution. Mark left
these deﬁned beneﬁt arrangements at the end of April
2011 and joined the deﬁned contribution scheme.
He is entitled to a Company contribution of 15% of
his pensionable base salary if he also contributes 5%.
Any balance over and above the Annual Allowance
limit is paid in cash and is subject to normal payroll
deductions of income tax and National Insurance.
This cash allowance is shown in the table on page 83.

Value at
date of vest

Pro-rated Nil Cost Options vesting

Annual Bonus3
Cash

Nigel Wilson: Nigel was a member of the Group’s
deﬁned contribution arrangements. During his participation,
he was entitled to a Company contribution of 15% of his
pensionable base salary if he also contributed 5%. Any
balance over and above the Annual Allowance limit was
paid in cash and was subject to normal payroll deductions
of income tax and National Insurance. During 2012,
he took ﬁxed protection. Since this time he has received
a cash contribution of 15% of base salary which is subject
to normal payroll deductions. The cash allowance
received is shown in the table on page 91.

PENSION ENTITLEMENTS AND OTHER BENEFITS
On retirement from Legal & General at age 60 and
subject to statutory limits, executive directors have
pension entitlement as follows:

Pro-rated
shares vesting

2012 Award

Cash in
lieu of
Salary Beneﬁts1 pension2

10

 

Employee share plan (ESP) – note 1

Remuneration for period 1 July 2012 to 31 December 2012
£000s

410

£372,443
b  

Performance Share Plan (PSP)
Under the rules of the plan, the performance conditions
were tested as at the date of his retirement 31 December
2012. The Remuneration Committee also looked at the
underlying Company performance. To the extent that
the performance conditions were met, the Remuneration
Committee agreed that Tim’s outstanding awards
should vest. The number of shares vesting were then
paid on a pro-rata basis in line with his service during
the performance periods. The number of shares that
vested together with the share price and value on the
date of vesting is shown below.

The table below shows the remuneration paid to him
during the period after he stepped down from the Board
from 1 July to 31 December 2012.

Executive Director

£413,252

255,799

Note 1: Share price used was 145.6p as at the date of vest 31 December 2012

Retirement of Tim Breedon
Tim Breedon stepped down from the Board on
30 June 2012. From 1 July to 31 December 2012, he
continued to work on speciﬁc objectives relating to
Solvency II and a smooth handover of his Chief Executive
role to Nigel Wilson. He retired from the Company on
31 December 2012. In line with normal policy, he received
base salary and normal beneﬁts up to and including
31 December 2012. These then ceased with effect from
this date. His shares were dealt with in line with the
share scheme rules.

Tim Breedon

£492,582

283,827
 

1. Nil Cost Options: part of deferred
annual variable pay under the Share Bonus
Plan. Tim has six months in which to
exercise these options from date of
leaving. Value shown is at 31 December
2012 using share price of 145.6p.
The ﬁgure shown above includes these.

0

Value at date of
vest – note 1

338,3121

2011
2012
Total SBP shares vesting

50

The performance of the plans as at 31 December 2012 is
shown on page 87. Note that Tim Breedon has not yet
exercised any of the above options at time of reporting.
Under the plan rules, he has six months from date of
leaving, i.e. to 30 June 2013, to exercise.

ANNUAL REPORT AND ACCOUNTS 2012



Anglo American plc
Clear explanation of how each component of the remuneration
package will be treated on the termination of the director’s period
of ofﬁce.
See Anglo American plc annual report 2012 page 125
www.angloamerican.com

5. CHIEF EXECUTIVE
ARRANGEMENTS

Figure 22 records in more detail the changes in conditional interests in BSP Bonus Shares and Enhancement Shares over 2012. The Enhancement Share awards that vested in 2012 related to the
performance period 2009–2011. They were awarded on 18 March 2009 at a share price of £11.62. They vested on 6 March 2012 at a price of £25.42.

Figure 22: Bonus Share Plan interests

BSP interests

Total
interest at
1 January
2012

Number of
Number of Enhancement
Bonus Shares
Shares
conditionally conditionally
awarded
awarded
in March
in March
2012
2012

Number of
Number of
Number of
Bonus Enhancement Enhancement
Shares
Shares
Shares
vested
vested
lapsed
in March
in March
in March
2012
2012
2012

Total
interest at
31 December
2012

Market price
at date of
2012 award
£

Date
of vesting of
Bonus Shares
awarded
during 2012

End date of
performance
period for
Enhancement
Shares
awarded
during 2012

Cynthia Carroll

240,420

35,431

26,573

(48,580)

(61,755)

–

192,089

27.16 01/01/2015 31/12/2014

René Médori

152,812

22,051

16,538

(31,667)

(40,255)

–

119,479

27.16 01/01/2015 31/12/2014

5.1 Appointment of new
chief executive
Mark Cutifani’s remuneration
package will comprise a basic salary
and variable incentive arrangements
which are entirely in line with
Anglo American’s current
remuneration policy and practice.
The key elements of the package
are as follows:
• Basic salary – £1.2m per annum.

(6)

Figure 23 records in more detail the changes in conditional interests in LTIP awards during 2012. The LTIP awards that vested in 2012 related to the performance period 2009–2011.
They were awarded on 30 March 2009 at a share price of £12.61. They vested on 12 March 2012 at a price of £26.00.

• Bonus Share Plan (BSP) –
Mr Cutifani will have the opportunity
to participate in Anglo American’s
annual incentive arrangements (the
BSP) for 2013 in line with the policy
set out on page 110.

Figure 23: Long Term Incentive Plan interests
Total
beneﬁcial
interest in
LTIP at
1 January
2012

Number of
shares
conditionally
awarded
in March
2012

Cynthia Carroll

337,992

157,733

(117,505)

(4,897)

373,323

27.00

31/12/2014

René Médori

200,999

85,048

(73,860)

(3,078)

209,109

27.00

31/12/2014

LTIP interests

(7)

Number
of shares
vested
in March
2012

Number
of shares
lapsed
in March
2012

Total beneﬁcial
interest in LTIP at
31 December 2012

Market price
at date of
2012 award £

Date of vesting
of LTIP awarded
during 2012

Figure 24 records in more detail the changes in conditional interests in Share Incentive Plan (SIP) interests during 2012.

Figure 24: Share Incentive Plan interests

Total interest
at 1 January
2012

SIP interests

Number of
Matching Shares
conditionally
awarded
during 2012

Number of
Free Shares
conditionally
awarded
during 2012

Number of
Matching Shares
vested during 2012

Number of
Free Shares
vested
Total interest at
during 2012 31 December 2012

Cynthia Carroll

696

70

116

(90)

(301)

491

René Médori

695

71

116

(89)

(301)

492

During the year, Cynthia Carroll and René Médori purchased 70 and 71 shares under the SIP respectively, in addition to the shares held by them at 1 January 2012. If these shares are held for three years, they will
be matched by the Company on a one-for-one basis, conditional upon the director’s continued employment. In addition, Cynthia Carroll and René Médori were each awarded 116 free shares under the SIP in
March 2012. Participants in the SIP are entitled to receive dividends on their shares.

Figure 25 records in more detail the changes in conditional interests in SAYE awards during 2012.

Figure 25: Directors’ share options (SAYE)

Anglo American options

René Médori

Beneﬁcial
holding at
1 January
2012

Granted

Exercised

Lapsed

Beneﬁcial
holding at
31 December
2012

Weighted average
option price £

Earliest date from
which exercisable

Latest
expiry date

1,587

–

–

–

1,587

20.98

01/09/2013

28/02/2019

• Long Term Incentive Plan (LTIP) –
Mr Cutifani will be eligible for an
annual award under the LTIP in line
with the policy set out on page 110.
• Compensation for incentives
forfeited – Mr Cutifani will receive
an award of restricted shares to
compensate him for the loss of
incentives from his previous
employer AngloGold Ashanti (AGA).
The Committee has decided that,
so far as possible, the compensatory
awards should be on a comparable
basis to the foregone awards. As
such, the Company commissioned
a third-party valuation to determine
the extent to which the performance
conditions were, at the date of
assessment, likely to be achieved.

In order to enhance alignment with
the interests of Anglo American
shareholders, the Committee has
taken the decision to utilise Anglo
American shares, rather than cash,
as the medium for compensation.
These restricted shares will vest over
the next three years, in line with the
vesting schedule of the incentives
foregone. They will be subject to
clawback in the event of Mr Cutifani’s
leaving the Company (except
as a Good Leaver) or in the
circumstances in which the
Company’s standard clawback
provisions are triggered.
• Shareholding requirements –
Mr Cutifani will be required to
accumulate a shareholding in
Anglo American to the value of
two times basic salary within ﬁve
years of his appointment.
• Pension – Anglo American will make
an annual contribution of 30% of
basic salary in respect of Mr Cutifani’s
pension provision which may
be invested into the Company’s
pension arrangements or taken
as a cash allowance.
• Notice Period – The notice period in
Mr Cutifani’s service contract will be
12 months for either party save that,
should the Company serve notice
before the ﬁrst anniversary of his
appointment, it will be 18 months.

5.2 Termination arrangements
for outgoing chief executive
In terms of her leaving arrangements,
Cynthia Carroll will receive phased
monthly payments, comprising basic
salary and beneﬁts, for the outstanding
nine months of her notice period, in line
with her contractual provisions. These
payments will be subject to mitigation.
The Committee has determined that
Cynthia Carroll will be eligible for
consideration for a BSP award for
2013 in respect of the period she will
have served. However, there will be no
award of Enhancement Shares or any
award under the LTIP in 2013.

Governance

WITH THE FUTURE IN MIND

(5)

Governance

The Committee has determined that
Cynthia Carroll will be eligible for
consideration for a BSP award for
2013 in respect of the period she will
have served. However, there will be no
award of Enhancement Shares or any
award under the LTIP in 2013.

GOVERNANCE DIRECTORS’ REMUNERATION REPORT

A BALANCED
PORTFOLIO

5.2 Termination arrangements
for outgoing chief executive
In terms of her leaving arrangements,
Cynthia Carroll will receive phased
monthly payments, comprising basic
salary and beneﬁts, for the outstanding
nine months of her notice period, in line
with her contractual provisions. These
payments will be subject to mitigation.

The Bonus Shares held by
Cynthia Carroll will be released

The Bonus Shares held by
Cynthia Carroll will be released
to her on termination.
With respect to the Enhancement
Share and LTIP awards made in
2011 and 2012, the Committee has
determined that these awards will vest
on the normal vesting dates, to the
extent that the performance conditions
have been satisﬁed, and will be
pro-rated for the proportion of
each performance period served.
Full details of any amounts paid to
Cynthia Carroll will be disclosed in the
2013 Directors’ Remuneration Report.

Based on the AGA share price
and exchange rates at the date of
this report, the total value of the
compensatory award is c. £2.29m;
this ﬁgure will be updated at the
time of Mr Cutifani’s joining Anglo
American, once the value of the
shares foregone under the 2013 AGA
Bonus Share Plan award (based on
performance during 2012) is known,
using the average share price and
exchange rates over the week prior
to that event.
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ANNUAL REPORT ON REMUNERATION

Statement of directors’ shareholding
and share interests (auditable)
This table replaces the detailed tables of outstanding LTIs (share awards and options)
that were previously required. It is not clear how much detail of scheme interests will be
considered adequate but the provision of the same level of detail as under the previous
regulation should be weighed up against the drive to ‘cut clutter’.
However, it may be necessary to include some additional information to aid
understanding of the value of the outstanding LTI interests such as option prices
and/or intrinsic values and outstanding vesting periods.
What is required:

Paragraph 17 of the Regulations

k For each director during the year:
– Any shareholding requirement or guideline for the director and whether or not it
has been met.
– Tabular disclosure of:
– The number of interests in shares held by them and their connected persons.
– The number of LTI interests differentiating between shares and options and
between those with and without performance conditions.
– Details of LTI interests.
– Details of options that are vested and unexercised and those that have been
exercised in the year.

What could add value:
k Explanation of which shares are taken into account when determining whether the
shareholding requirement or guideline is met.

k How the shareholding requirement or guideline has been measured.
k Prior year comparators/brought forward balances.
k Aggregate gain on share options for all directors in year.
k Intrinsic value of shares and LTI interests at year end and previous year end.
k Weighted average exercise price for options (vested and unvested).
k Weighted average vesting period outstanding.

54

GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

SCHEME INTERESTS AWARDED DURING THE FINANCIAL YEAR
(AUDITED INFORMATION)

STATEMENT OF DIRECTORS’ SHAREHOLDING AND SHARE INTERESTS (AUDITED INFORMATION)

Percentage
vesting at
threshold
performance

Number of
shares

£1,313

25%

270,619

Nigel Mitchell

Conditional share
awards
150% of salary

£675

25%

139,175

31/12/2015

Sarah Collins

Conditional share
awards
150% of salary

£600

25%

123,711

31/12/2015

Directors

Scheme

Gene Rico

Basis of award

Conditional share
awards
175% of salary

Face value
£’000

The EDs are required to build up a shareholding from vested Long-term Incentive awards before 1 January 2018. Deferred share awards are not taken into
account for these purposes until the end of the deferral period. Shares are valued for these purposes at the year end price, which was £6.00 per share at
31 December 2013.

Performance
period
end date

The table below shows how each director complies with this requirement.

31/12/2015

Directors

Nigel Mitchell

PERFORMANCE CONDITIONS FOR 2013 AWARDS
Conditional share awards granted in 2013
Performance measure

Target –
+25% vesting

Maximum –
100% vesting

Rank of 5th
or higher

Rank of 3rd
or higher

50% 5% over RPI

7.5% over
RPI

Weighting

Total shareholder return ranking

50%

Average annual growth in earnings per share

Share Number of
ownership
shares
requirements required to
(% of salary)
hold

Gene Rico

The face value of the awards is calculated using the share price at the date of grant (3 March 2013) which was
£4.85 per share.

Number of shares owned
outright (including
connected persons)

Vested but unexercised
share options

2012

2013

2012

375,000

425,675

398,750

0

30,000

150%

135,000

156,750

132,500

11,860

36,860

126,000

185,000

121,020

0

42,000

120,000

58,800

45,000

2,460

17,460

5,000

0

0

0

150,000

0

150%
150%
150%

120,000

Gain on exercise of share options

Gene Rico

SIGN-ON AWARDS

Restricted share awards
subject to performance
conditions

2013

250%

Robert Black
Sarah Collins
Gary Gold

2013

2012

174,119

83,500

131,675

52,500

0

46,979

129,711

51,000

Weighted
Weighted
Share
average
average
ownership exercise price period to vest
requirements
of vested of restricted
met
options share awards
2013

2013

Yes
Yes
No

Scheme

Basis of award

LTIP

Fair value equivalence
with awards forgone at
previous employment

Percentage
vesting at
threshold
performance

Number of
shares

Performance
period
end date

£200

25%

50,000

01/04/2014

£200

25%

50,000

01/04/2015

£200

25%

50,000

01/04/2016

Face value
£’000

Director

Gary Gold

2 years

£3.25

2.5 years

N/A

N/A

£3.50

2.5 years

N/A

1.5 years

No

Exercise price

Market value at
exercise date

Gain on exercise of
share options

30,000

£3.50

£5.50

£60,000

Nigel Mitchell

25,000

£3.50

£5.35

£46,250

Robert Black

42,000

£3.50

£5.60

£88,200

Sarah Collins

15,000

£3.50

£5.25

Aggregate gain on exercise of share options

In recognition of the fact that Gary Gold was relinquishing awards from his previous employment,
the Committee determined to make him a one-off conditional share award under the LTIP.
The conditional share award is subject to the same performance condition as other LTIP awards.
The vesting periods and the fair value of the award mirror the awards forgone.

2013

£2.50

Yes

No of options
exercised

£26,250
£220,700

PERFORMANCE GRAPH AND TABLE
The chart below shows Generico’s five-year annual Total Shareholder Return (TSR) performance against the FTSE 100 index.
The FTSE 100 was selected because Generico is part of that index.

180

Generico
FTSE 100

160
140
120

The face value of the awards is calculated using the share price at the date of grant (1 September 2013) which
was £4.00 per share.

100
80

SHAREHOLDER DILUTION

60

PERCENTAGE OF ISSUED SHARES
Discretionary
schemes 3%
All schemes

Vested but unexercised
share options
2013

2012

Restricted share awards
subject to performance
conditions
2013

2012

2013

2013

250%

375,000

425,675

398,750

0

30,000

174,119

83,500

Yes

£2.50

2 years

Nigel Mitchell

150%

135,000

156,750

132,500

11,860

36,860

131,675

52,500

YYe
es
Yes

£3.25

2.5 years

150%

2012

Weighted
Weighted
W
eighted
d
average
average
Share
e
period
ownership exercise price peri
riod
rio
od
d to vest
vesst
of vested of restricted
requirements
rest
res
est
stricte
ricted
ed
options share awards
met

Gene Rico
Robert Black

2013

2013

126,000

185,000

121,020

0

42,000

0

46,979

Yes
Ye

N/A

N/A

Sarah Collins

150%

120,000

58,800

45,000

2,460

17,460

129,711

51,000

No

£3.50

2.5 years

Gary Gold

150%

120,000

5,000

0

0

0

150,000

0

No

N/A

1.5 years

Gain on exercise of share options

Gene Rico

No of options
exercised

Exercise price

Market value at
exercise date

ercis
isse of
o
Gain on exercise
share
eo
options
pti
tio
on
ons

30,000

£3.50

£5.50

£60,000
£60
0,0
,00
000
00

Nigel Mitchell

25,000

£3.50

£5.35

£46,25
25
50
£46,250

Robert Black

42,000

£3.50

£5.60

£88,200

Sarah Collins

15,000

£3.50

£5.25

Aggregate gain on exercise of share options

20

Headroom

0
2008

Total 10%

2009

2010

2011

2012

2013

CEO’S PAY IN LAST FIVE FINANCIAL YEARS
Year

2009

2010

2011

2012

2013

2,100

2,250

1,950

2,636

2,941

Bonus % of
maximum
awarded %

95%

85%

45%

72%

80%

LTI % of maximum
vesting %

67%

45%

0%

75%

81%

CEO’s total single
ﬁgure £’000

16

The table below shows how each director complies with this requirement.

Number of shares owned
outright (including
connected persons)

Total 5%
5.5%

As well as the share option plan (now closed to further grants) and the Long-term Incentive Plan, the
company operates a savings-related share option plan approved by HM Revenue & Customs for all
employees. Newly issued shares are currently used to satisfy the exercise of all employee and executive
options. Grants of restricted stock awards are by shares delivered from the Employee Benefit Trust
which buys shares on the market.

The EDs are required to build up a shareholding from vested Long-term Incentive awards before 1 January 2018. Deferred share awards are not taken into
account for these purposes until the end of the deferral period. Shares are valued for these purposes at the year end price, which was £6.00 per share at
31 December 2013.

Share Number of
shares
ownership
requirements required to
hold
(% of salary)

40
Shares awarded as % of issued shares

2%

In accordance with the guidelines of the Association of British Insurers, the company can satisfy
awards under all its share plans with new issue shares or shares issued from treasury up to a maximum
of 10% of its issued share capital in a rolling 10-year period to employees under all its share plans.
Within this 10% limit, the company can only issue (as newly issued shares or from treasury) 5% of its
issued share capital to satisfy awards under discretionary or executive plans.

STATEMENT OF DIRECTORS’ SHAREHOLDING AND SHARE INTERESTS (AUDITED INFORMATION)

Directors

4.5%

17

Provided weighted average exercise price
data for options and period to vesting for
conditional share awards.
Included prior year’s shareholding
information to ensure compliance
with Listing Rules.
Added a table on exercise
of share options.

£26,250
£220,700

PERFORMANCE GRAPH AND TABLE
The chart below shows Generico’s five-year annual Total Shareholder Return (TSR) performance against the FTSE 100 index.
The FTSE 100 was selected because Generico is part of that index.
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CEO’S PAY IN LAST FIVE FINANCIAL YEARS
Year

CEO’s total single
ﬁgure £’000

2009

2010

2011

2012

2013

2,100

2,250

1,950

2,636

2,941

Bonus % of
maximum
awarded %

95%

85%

45%

72%

80%

LTI % of maximum
vesting %

67%

45%

0%

75%

81%

17

To see more on this example, refer to
page 17 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS
and the range during the year was 1,111.0p to 1,294.0p

Pearson plc

Note 6 At 31 December 2012, Patrick Cescau held 16
Note 7 There were no movements in ordinary shares

Clear disclosure of shares held outright and subject
to performance or service conditions against the
shareholding guideline.

Note 8 Ordinary shares do not include any shares vest

See Pearson plc annual report and accounts 2012 page 91
www.pearson.com

Marjorie Scardino
Will Ethridge
Rona Fairhead
John Fallon
Robin Freestone
John Makinson

0

200

400

Shareholding guideline
O U R S T R ATEGY

OUR PERFORMANCE

O U R I M PAC T O N SO C I E T Y

To ﬁnd out more about our business
strategy go to page 06

For an in-depth analysis of how we
performed in 2012 go to page 11

For an explanation of our approach to
corporate responsibility go to page 34

90

Pearson plc Annual report and accounts 2012

Section 4 Governance

600
Ordinary shares

91

Report on directors’ remuneration continued

Note 1 Conditional shares means shares which have vested but remain held subject to continuing employment for a pre-defined
holding period.

Note 4 The market price on 31 December 2012 was 1,188.0p per share and the range during the year was 1,111.0p to 1,294.0p.
Note 5 All share options that became exercisable during the year are included in the single figure of total remuneration for that
year. The value included in the single figure of total remuneration is the number of options multiplied by the difference between
the market value on the earliest exercise date (1,230.0p on 1 August 2012) and the option price.

OV ERV I E W

Note 3 Marjorie Scardino contributed US$1,000 per month (the maximum allowed) to the US employee stock purchase plan.
The terms of this plan allow participants to make monthly contributions for six month periods and to acquire shares twice
annually at the end of these periods at a price that is the lower of the market price at the beginning or the end of each period,
both less 15%.

Note 2 The current value of the executive directors’ holdings of ordinary and conditional shares is based on the middle market
value of Pearson shares of 1,216.0p on 22 February 2013 (which is the latest practicable date before the results announcement)
against base salaries in 2012. All executive directors comfortably exceeded the shareholding guidelines. The shareholding
guidelines do not apply to the chairman and non-executive directors.
Note 3 Ordinary shares include both ordinary shares listed on the London Stock Exchange and American Depositary Receipts
(ADRs) listed on the New York Stock Exchange. The figures include both shares and ADRs acquired by individuals investing part
of their own after-tax annual bonus in Pearson shares under the annual bonus share matching plan.

Payments for loss of office

ANNUAL REPORT AND ACCOUNTS 2012

Dilution and use of equity

Note 4 From 2004, Marjorie Scardino is also deemed to be interested in a further number of shares under her unfunded pension
arrangement described in this report, which provides the opportunity to convert a proportion of her notional cash account into
a notional share account reflecting the value of a number of Pearson shares.

There were no payments for loss of office during 2012.

O U R PER F O R M A N C E

As announced on 3 October 2012, Marjorie Scardino stepped down from the board and left the company on
31 December 2012. She served the company under her service agreement dated 27 February 2004, the details
of which are described in the policy table on page 73. There was no payment for loss of office.

Note 5 The register of directors’ interests (which is open to inspection during normal office hours) contains full details of
directors’ shareholdings and options to subscribe for shares. The market price on 31 December 2012 was 1,188.0p per share
and the range during the year was 1,111.0p to 1,294.0p.
Note 6 At 31 December 2012, Patrick Cescau held 168,000 Pearson bonds.

As announced on 27 November 2012, Rona Fairhead is stepping down from the board at the annual
general meeting on 26 April 2013 and leaving the company on 30 April 2013. Her service agreement dated
24 January 2003 provides for notice periods of six months from the director and 12 months from the company
and compensation on termination of employment by the company without notice or cause of 100% of annual
salary at the date of termination, the annual cost of pension and all other benefits and 50% of potential
annual incentive.

Note 7 There were no movements in ordinary shares between 1 January 2012 and a month prior to the sign-off of this report.
Note 8 Ordinary shares do not include any shares vested but held pending release under a restricted share plan.

We can use existing shares bought in the market

Marjorie Scardino
Will Ethridge

The committee and the board determined that her leaving employment was a consequence of the planned
incorporation of the professional education division overseen by Rona into other parts of Pearson's education
business, coupled with the smaller size of the Financial Times Group owing to recent major divestments. The
company therefore intends to pay compensation amounting to approximately £1.146m comprising the elements
described above to Rona in 2013.

John Fallon
Robin Freestone
John Makinson

0

200
Shareholding guideline

Interests of directors and value of shareholdings
Ordinary shares
at 1 Jan 12 (or date of Ordinary shares
appointment, if later)
at 31 Dec 12

Conditional shares
at 31 Dec 12

Total number of
ordinary and
conditional shares
at 31 Dec 12

Value Guideline
(x salary) (x salary)

Guideline
met

150,000

–

–

–

–

–

1,346,618
405,295
425,023
218,546

1,550,745
505,635
440,522
218,546

374,690
128,116
101,926
116,262

1,925,435
633,751
542,448
334,808

23.6
11.7
12.5
6.8

2.00
1.25
1.25
1.25

9
9
9
9

308,731
438,667

408,814
510,213

128,213
101,926

537,027
612,139

13.1
13.6

1.25
1.25

9
9

14,798
7,117
0
12,927
14,028
3,891

15,560
7,886
670
14,476
17,111
4,886

–
–
–
–
–
–

–
–
–
–
–
–

–
–
–
–
–
–

–
–
–
–
–
–

–
–
–
–
–
–

400

600

800

Ordinary shares

1,000

1,200

1,400

1,600

1,800
2,000
Number of shares (000)

Conditional shares

For restricted stock awards under the long-term
incentive plan and matching share awards under the
annual bonus share matching plan, we would normally
expect to use existing shares.
There are limits on the amount of new-issue equity we
can use. In any rolling ten-year period, no more than
10% of Pearson equity will be issued, or be capable
of being issued, under all Pearson’s share plans, and
no more than 5% of Pearson equity will be issued,
or be capable of being issued, under executive or
discretionary plans.

At 31 December 2012, stock awards to be satisfied
by new-issue equity granted in the last ten years under
all Pearson share plans amounted to 1.7% of the
company’s issued share capital. No stock awards
granted in the last ten years under executive or
discretionary share plans will be satisfied
by new-issue equity.
In addition, for existing shares no more than 5%
of Pearson equity may be held in trust at any time.
Against this limit, shares held in trust at 31 December
2012 amounted to 1.2% of the company’s issued
share capital.
The headroom available for all Pearson plans,
executive or discretionary plans and shares held
in trust is as follows:
Headroom

All Pearson plans
Executive or discretionary plans
Shares held in trust

2012

2011

2010

8.3%
5.0%
3.8%

8.3%
5.0%
3.2%

7.6%
4.1%
3.3%

F I N A N C I A L S TATE M E N T S

150,000

Dilution and use of equity
We can use existing shares bought in the market,
treasury shares or newly-issued shares to satisfy
awards under the company’s various stock plans.

G OV E R N A N C E

Chairman
Glen Moreno
Executive directors
Marjorie Scardino
Will Ethridge
Rona Fairhead
John Fallon (appointed 3
October 2012)
Robin Freestone
John Makinson
Non-executive directors
David Arculus
Patrick Cescau
Vivienne Cox
Susan Fuhrman
Ken Hydon
Josh Lewis

O U R I M PAC T O N SOC I E T Y

Rona Fairhead

InterContinental Hotels
Group PLC
B – Executive shareholding requirement

Helpful alignment of table of directors’ interests alongside
bar chart. Notes to the table clearly and succinctly explain
what is included.

The Committee believes that share ownership by Executive Directors and senior executives str
tr
personal interests and those of the shareholders.
Executive Directors are expected to hold all shares earned (net of any share sales required to mee
ee
shareholding requirement is achieved.
The table below excludes share options held by Richard Solomons, details of which can be found on
n
Shares held by Executive Directors

See InterContinental Hotels Group PLC annual report and
ﬁnancial statements 2012 page 71
www.ihgplc.com

Shares held outright

Richard
Solomons

AB

Kirk
Kinsell

Director
Richard Solomons
Kirk Kinsell
Tracy Robbins
Tom Singer5

Tracy
Robbins
Tom
Singer
0
%

OVERVIEW

Governance: Directors’ Remuneration Report continued
B – Executive shareholding requirement

3. Implementation: outcomes for 2012

The Committee believes that share ownership by Executive Directors and senior executives strengthens the link between the individuals’
personal interests and those of the shareholders.

A – Single figure remuneration in 2012 – actual and maximum

Executive Directors are expected to hold all shares earned (net of any share sales required to meet personal tax liabilities) until the guideline

Value
(£000)

ch can be found on page 78.

6,000

Shares held by Executive Directors
Shares held outright

Richard
Solomons
actual

Kirk
Kinsell
Tracy
Robbins

Annual Report and Financial Statements 2012

0

Tom
Singer
400

600

eline
ng as
alary

Shares held
outright as
% of salary1

300
200
200
200

763
557
355
66

153
180
167
0

LTIP share
Total shares
awards as and awards as
% of salary3
% of salary4

693
776
706
715

1,609
1,513
1,228
781

ecutive Director with no restrictions.
ect to risk of forfeiture if employment ceases.
hievement of corporate performance targets.
BP deferred shares and LTIP share awards.
d not qualify for the 2011 ABP deferred share award.

800 1,000 1,200 1,400 1,600

C – Annual Bonus Plan(ABP)

2012 ABP cash – cash portion of ABP award for 2012 performance;

The structure of the ABP is as follows:

Details of elements shown:

2012 ABP deferred shares – value of deferred share portion of ABP award for 2012 performance (based on share price of 1,707.0p as at
31 December 2012);
2010/12 LTIP – value of LTIP award due to vest on 20 February 2013 as a result of 2010 to 2012 performance (based on share price of 1,707.0p
as at 31 December 2012);
2012 benefits – all taxable benefits arising from the individual’s employment in 2012; this includes the provision of a fully-expensed company
car, private healthcare, financial counselling and other benefits. For Kirk Kinsell, this includes the cost of expatriate benefits related to his
international assignment prior to taking up his Board appointment as President, The Americas, on 13 June 2011;

Performance
measures

Payment
structure

70%
EBIT

50% shares
(deferred for
three years)

30%
individual

50%
cash

2009 ABP deferred shares – there was no vesting of ABP deferred shares relating to 2009 as no annual incentive was paid in respect
of financial year 2009.
All figures are calculated in accordance with our understanding of the requirements of the draft BIS regulations on disclosure
of executive pay.
.

• Global EBIT achievement against target for 2012:
– threshold payout: 90% of target performance;

Award as % of salary
Measure

Financial
Individual
Total for 2012

Key performance
indicator

EBIT (70%)
OPR (30%)

Target

Maximum

80.5
34.5
115

161
69
200*

* Combined EBIT and OPR payout subject to a maximum of 200% of base salary.

Outcome for 2012
2012 EBIT achieved was 101.7% of target for the year. Based on this
performance, the following table shows the level of 2012 awards.
50% was paid in cash and 50% in deferred shares that will vest after
three years.
Director
Richard Solomons
Kirk Kinsell
Tracy Robbins
Tom Singer

EBIT %
award

OPR %
award

Total award as
% of salary

93.8
93.8
93.8
93.8

43.1
34.5
51.8
34.5

136.9
128.3
145.6
128.3

– maximum payout: 110% of target performance; and

PARENT COMPANY
FINANCIAL STATEMENTS

2012 pension benefit – for Richard Solomons, the increase in pension value during 2012; for other Executive Directors, the value of
Company contributions to pension plans or any cash allowances paid in lieu of pension contributions. The pension benefit accruing to
Richard Solomons in 2012 arose principally from his salary review when appointed Chief Executive in July 2011.

ABP
2012

2012 target and maximum payments

GROUP FINANCIAL
STATEMENTS

2012 actual salary paid – salary for the year; for Kirk Kinsell this shows actual salary paid converted into sterling;

Structure
In 2012, Executive Directors participated in the ABP, which will be
replaced from 2013 by the APP, details of which can be found on
page 67.

– straight-line vesting in between.

70

56

IHG Annual Report and Financial Statements 2012

OTHER INFORMATION

• OPR – based on achievement of specific individual objectives
linked directly to strategic priorities, and an assessment against
leadership competencies and behaviours. The objectives and
OPRs are reviewed and agreed by the Committee.

Directors’ Remuneration Report

71

Shares held
outright as
% of salary1

300
200
200
200

763
557
355
66

Percentages are based on share price of 1,707.0p per sha

400

600

800 1,000 1,200 1,400 1,600

1
2
3
4
5

Shares held outright by each Executive Director with
ABP deferred share awards subject to risk of forfeit
LTIP share awards subject to achievement of corpo
L
Includes shares held outright, ABP deferred shar
Tom Singer joined in 2011 and did not qualify for

C – Annual Bonus Plan(ABP)
Structure
In 2012, Executive Directors participated in the ABP, which will be
replaced from 2013 by the APP, details of which can be found on
e 67.
of the ABP is as follows:

GOVERNANCE

200

Guideline shareholding requirement

ABP deferred
share
awards as
% of salary2

rice of 1,707.0p per share as at 31 December 2012.

Total Figure Table (£000)
0
%

Total shares and awards4

BUSINESS REVIEW

max

200

Total shares and awards4

Guideline
shareholding as
% of salary

2012 target and maximum

ANNUAL REPORT ON REMUNERATION

Performance graph and table (not auditable)
The performance graph is unchanged from the previous legislation except that it will
eventually cover a ten year period (in the 2018 report for 31 December year ends).
The inclusion of the CEO’s single total ﬁgure and the percentage of maximum incentive
delivered in each year is intended to provide clear evidence of whether there is any
alignment between reward and performance.
What is required:

Paragraph 18 of the Regulations

k Line graph joining points representing total shareholder return each year on a holding of:
– Company shares; and
– Shares making up a broad equity market index.
k For the ‘relevant period’:
– The relevant period is ﬁve years for the ﬁrst report extending by one year each year up to
ten years for subsequent reports.

k The name of the index and why it was chosen.
k A table setting out for the CEO in each of the years in the ‘relevant period’:
– The single total ﬁgure of remuneration.
– The percentage of maximum paid out to the CEO each year in respect
of annual incentive.
– The percentage of maximum paid out to the CEO each year in respect
of long-term incentive.

What could add value:
k Where there has been a change of CEO during the course of a year, disclosure of both
individuals’ part year single total ﬁgure.

k Where no maximum entitlement exists, how the percentage has been calculated.
k Notes explaining changes in policy or CEO that may have affected quantum.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

SCHEME INTERESTS AWARDED DURING THE FINANCIAL YEAR
(AUDITED INFORMATION)

Directors

Scheme

Gene Rico

Basis of award

Conditional share
awards
175% of salary

STATEMENT OF DIRECTORS’ SHAREHOLDING AND SHARE INTERESTS (AUDITED INFORMATION)

Face value
£’000

Percentage
vesting at
threshold
performance

Number of
shares

£1,313

25%

270,619

31/12/2015

139,175

31/12/2015

123,711

31/12/2015

Nigel Mitchell

Conditional share
awards
150% of salary

£675

25%

Sarah Collins

Conditional share
awards
150% of salary

£600

25%

The EDs are required to build up a shareholding from vested Long-term Incentive awards before 1 January 2018. Deferred share awards are not taken into
account for these purposes until the end of the deferral period. Shares are valued for these purposes at the year end price, which was £6.00 per share at
31 December 2013.

Performance
period
end date

The table below shows how each director complies with this requirement.

Directors

Nigel Mitchell

PERFORMANCE CONDITIONS FOR 2013 AWARDS
Conditional share awards granted in 2013
Performance measure

Target –
+25% vesting

Maximum –
100% vesting

Rank of 5th
or higher

Rank of 3rd
or higher

50% 5% over RPI

7.5% over
RPI

Weighting

Total shareholder return ranking

50%

Average annual growth in earnings per share

Share Number of
ownership
shares
requirements required to
(% of salary)
hold

Gene Rico

The face value of the awards is calculated using the share price at the date of grant (3 March 2013) which was
£4.85 per share.

Number of shares owned
outright (including
connected persons)

Vested but unexercised
share options

2012

2013

2012

375,000

425,675

398,750

0

30,000

150%

135,000

156,750

132,500

11,860

36,860

126,000

185,000

121,020

0

42,000

120,000

58,800

45,000

2,460

17,460

5,000

0

0

0

150,000

0

150%
150%
150%

120,000

Gain on exercise of share options

Gene Rico

SIGN-ON AWARDS

Restricted share awards
subject to performance
conditions

2013

250%

Robert Black
Sarah Collins
Gary Gold

2013

2012

174,119

83,500

131,675

52,500

0

46,979

129,711

51,000

Weighted
Weighted
Share
average
average
ownership exercise price period to vest
requirements
of vested of restricted
met
options share awards
2013

2013

Yes

£2.50

Yes

£3.25

Yes
No

Scheme

Basis of award

LTIP

Fair value equivalence
with awards forgone at
previous employment

Percentage
vesting at
threshold
performance

Number of
shares

Performance
period
end date

£200

25%

50,000

01/04/2014

£200

25%

50,000

01/04/2015

£200

25%

50,000

01/04/2016

Face value
£’000

Director

Gary Gold

N/A
2.5 years

N/A

1.5 years

Exercise price

Market value at
exercise date

Gain on exercise of
share options

30,000

£3.50

£5.50

£60,000

Nigel Mitchell

25,000

£3.50

£5.35

£46,250

Robert Black

42,000

£3.50

£5.60

£88,200

Sarah Collins

15,000

£3.50

£5.25

Aggregate gain on exercise of share options

In recognition of the fact that Gary Gold was relinquishing awards from his previous employment,
the Committee determined to make him a one-off conditional share award under the LTIP.
The conditional share award is subject to the same performance condition as other LTIP awards.
The vesting periods and the fair value of the award mirror the awards forgone.

2013

2 years
2.5 years

N/A
£3.50

No

No of options
exercised

£26,250
£220,700

PERFORMANCE GRAPH AND TABLE
The chart below shows Generico’s five-year annual Total Shareholder Return (TSR) performance against the FTSE 100 index.
The FTSE 100 was selected because Generico is part of that index.
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Generico
FTSE 100

160
140
120

The face value of the awards is calculated using the share price at the date of grant (1 September 2013) which
was £4.00 per share.

100
80

SHAREHOLDER DILUTION

60

PERCENTAGE OF ISSUED SHARES
Discretionary
schemes 3%
All schemes

4.5%

40
Shares awarded as % of issued shares

2%

Total 5%
5.5%

In accordance with the guidelines of the Association of British Insurers, the company can satisfy
awards under all its share plans with new issue shares or shares issued from treasury up to a maximum
of 10% of its issued share capital in a rolling 10-year period to employees under all its share plans.
Within this 10% limit, the company can only issue (as newly issued shares or from treasury) 5% of its
issued share capital to satisfy awards under discretionary or executive plans.

STATEMENT OF DIRECTORS’ SHAREHOLDING AND SHARE INTERESTS (AUDITED INFORMATION)

As well as the share option plan (now closed to further grants) and the Long-term Incentive Plan, the
company operates a savings-related share option plan approved by HM Revenue & Customs for all
employees. Newly issued shares are currently used to satisfy the exercise of all employee and executive
options. Grants of restricted stock awards are by shares delivered from the Employee Benefit Trust
which buys shares on the market.

The EDs are required to build up a shareholding from vested Long-term Incentive awards before 1 January 2018. Deferred share awards are not taken into
account for these purposes until the end of the deferral period. Shares are valued for these purposes at the year end price, which was £6.00 per share at
31 December 2013.
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Headroom

0
2008

Total 10%

2009

2010

2011

2012

2013

CEO’S PAY IN LAST FIVE FINANCIAL YEARS
Year

2009

2010

2011

2012

2013

2,100

2,250

1,950

2,636

2,941

Bonus % of
maximum
awarded %

95%

85%

45%

72%

80%

LTI % of maximum
vesting %

67%

45%

0%

75%

81%

CEO’s total single
ﬁgure £’000

16

The table below shows how each director complies with this requirement.

Directors

Share Number of
shares
ownership
requirements required to
hold
(% of salary)

Number of shares owned
outright (including
connected persons)

Vested but unexercised
share options

Restricted share awards
subject to performance
conditions

Weighted
Weighted
average
average
Share
ownership exercise price period to vest
of vested of restricted
requirements
options share awards
met

2013

2012

2013

2012

2013

2012

2013

2013

Gene Rico

250%

375,000

425,675

398,750

0

30,000

174,119

83,500

Yes

£2.50

2 years

Nigel Mitchell

150%

135,000

156,750

132,500

11,860

36,860

131,675

52,500

Yes

£3.25

2.5 years

Robert Black

150%

2013

126,000

185,000

121,020

0

42,000

0

46,979

Yes

N/A

N/A

Sarah Collins

150%

120,000

58,800

45,000

2,460

17,460

129,711

51,000

No

£3.50

2.5 years

Gary Gold

150%

120,000

5,000

0

0

0

150,000

0

No

N/A

1.5 years

Gain on exercise of share options

Gene Rico

No of options
exercised

Exercise price

Market value at
exercise date

30,000

£3.50

£5.50

Gain on exercise of
share options

£60,000

Nigel Mitchell

25,000

£3.50

£5.35

£46,250

Robert Black

42,000

£3.50

£5.60

£88,200

Sarah Collins

15,000

£3.50

£5.25

Aggregate gain on exercise of share options

£26,250
£220,700

PERFORMANCE GRAPH AND TABLE
The chart below shows Generico’s five-year annual Total Shareholder Return (TSR) performance against the FTSE 100 index.
The FTSE 100 was selected because Generico is part of that index.

180

Generico
FTSE 100

160
140
120
100
80
60
40
20
0
2008

2009

2010

2011

2012

2013

CEO’S PAY IN LAST FIVE FINANCIAL YEARS
Year

CEO’s total single
ﬁgure £’000

2009

2010

2011

2012

2013

2,100

2,250

1,950

2,636

2,941

Bonus % of
maximum
awarded %

95%

85%

45%

72%

80%

LTI % of maximum
vesting %

67%

45%

0%

75%

81%

Aligned the data in table
to points on the graph.

17

58

To see more on this example, refer to
page 17 of the Generico report in the
appendix at the back of this document.

17

EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS
150

WPP plc

125
100
75

One of the few early adopters of the requirement to include
a table showing the CEO’s single total ﬁgure. WPP has also
included the year-on-year change in annual and ﬁve year TSR
and in the CEO’s pay.

50

2007
CEO total remuneration (£000)2
Year-on-year change in CEO total remuneration

See WPP plc annual report and accounts 2012 page 137
www.wpp.com

Short-term incentives award against
maximum opportunity
Long-term incentives award against
maximum opportunity

1

2
3
4
How we behave and how we’re rewarded

2008
4,411
-79%
67%
n/a

Change in annual TSR3

-38%

Change in ﬁve-year TSR4

-15%

Growth in the value of a hypothetical £100 holding over ﬁve years F
based on one month average of trading day values. Source: DataS
Calculated using the single ﬁgure methodology.
TSR calculated using a one month trading day average, consist
TSR calculated using a six month averaging period, consisten

How we behave and how we’re rewarded

Letter from the chairman of the Compensation Committee

Letter from the chairman of the Compensation Committee

Annual Report & Accounts 2012
Executive
Exe
ecutive directors’
directors total remuneration received

Aligning
Ali
igning p
pay
ay and performance
rfor

Single total ﬁgure of remuneration in 2012 and 2011
Base salary
and fees
£000

Sir Martin Sorrell1,2
Paul Richardson2
Mark Read

2012
2011
2012
2011
2012
2011

Be eﬁt

3

DEP

4

Pe

io

Short-term Long-term
i ce ti e 5 i ce ti e 6

Total annual Total excluding
e
e tio
pension and LTI
£000

1,300
1,306
684
677
425
425

5,674
8,117
2,181
2,637
998
1,236

As illustrated in the introduction to Looking forward, the committee has sought to align the variable
remuneration with the key strategic priorities of WPP, therefore seeking to maximise the dynamic between
pay and performance.
This dynamic is contingent upon the committee setting challenging targets each year. The following
graph and table demonstrate the relationship between pay and performance in respect of the CEO.

WPP
FTSE 100

75
50

2007
CEO total remuneration (£000)2
Year-on-year change in CEO total remuneration
Short-term incentives award against
maximum opportunity

2

136
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2
3
4

95%

50%

3%

48%

77%

62%

83%

46%

86%

66%

32%

-13%

37%

10%

37%

13%

45%

Value
Va
e creation o
over
ver the longer
longer-term
term
The following graphs compare WPP’s 20-year TSR performance relative to our primary peers and the major
indices in both the US and Europe. Over this period, a £100 investment in January 1993 in WPP would have
delivered a return of £3,990 in April 2013, out-performing our competitors and the local indices. An identical
investment in either the S&P 500 or the FTSE 100 would have yielded £553 or £475 respectively.
European competitors1

1

Havas
FTSE 100

£3,990

4,000
3,000

£2,236
2,000
1,000
£475
£257
Jan 13

Jan 09

Jan 11

Jan 07

0
Jan 05

£100

Jan 01

Jan 11

Jan 13

Jan 07

Jan 09

Jan 03

Jan 05

WPP
Publicis

Jan 03

£553
£142

0

Jan 97

£1,686

1,000
£100

Jan 99

3,000

Interpublic
S&P 500
2,000

Jan 95

£3,990

WPP
4,000
Omnicom

Jan 93

US competitors1

Jan 99

Received payments in respect of attendance at Company meetings which were called at short notice and held outside of the director’s home country.
Fee included ex ofﬁcio payment of £20,000 (£20,000 in 2011).
Received no fees in 2011 and 2012.
Fee includes £6,218 (£4,680 in 2011) for consulting services.

2012
17,628

n/a

Jan 01

425
112
90
70
65
85
–
70
70
145
85
106
85

2011
11,941

61%

32%

-15%

Jan 95

Total fees
2011
£000

425
108
90
70
65
85
–
35
71
145
85
106
85

2010
11,597

63%

67%

-38%

Change in ﬁve-year TSR4

Jan 97

2012
£000

Philip Lader
Colin Day
y1
Esther Dyson
Orit Gadiesh
Ruigang Li
Stanley (Bud) Morten2
Koichiro Naganuma3
Lubna Olayan (retired from the Board in June 2012)
John Quelch
h4
Jeffrey Rosen
Timothy Shriver
Paul Spencerr1
Sol Trujillo

2009
7,199

-79%

Change in annual TSR3

Growth in the value of a hypothetical £100 holding over ﬁve years FTSE 100 (the broad market equity index of which WPP is a constituent) comparison
based on one month average of trading day values. Source: DataStream.
Calculated using the single ﬁgure methodology.
TSR calculated using a one month trading day average, consistent with the data shown in the graph.
TSR calculated using a six month averaging period, consistent with the calculation methodology under LEAP.

Jan 93

The fees detailed in the single total figure of remuneration table below are the only payments received by the nonexecutive directors. The Compensation Committee retains the discretion to make payments to non-executive directors
who will stand down at the 2013 AGM in the event that they continue to provide advisory services to the Board.

Director

2008
4,411

Long-term incentives award against
maximum opportunity

1

3

150
125

Non-executive
Non
on executive
ve directors
directors’ total remuneration
remun
received

4

175

100

As noted on page 123, effective 1 January 2013, the CEO’s remuneration package has been reduced with decreases to base salary, pension allowance
and short- and long-term incentive opportunities.
Any US dollar amounts received in 2012 have been converted
Beneﬁts include items such as healthcare, life assurance, spouse travel, car allowance, housing allowance and club memberships. The CEO also received an
amount of £7,065 (included above) in respect of tax liabilities incurred by him on expenditure on various items considered by the UK Tax authorities as beneﬁts
in kind but which the committee considers to be essential to hi
4
Sir Martin Sorrell receives payments in accordance with the approval granted by share owners of amounts equal to the dividends that would be payable
(totalling £940,480) during 2012 (£1,339,364 during 2011) in respect of the shares reﬂected in the UK and US Deferred Stock Units Awards Agreements (which
are the agreements that now comprise the awards granted un
5
This is the amount awarded for the 2012 ﬁnancial year perform
(vesting after two years) and half in cash.
6
This is the value of the matching LEAP awards which vested in

1

Value creation
crreati
tion ove
over
verr the lo
longer-term
ong

Historical TSR Performance1 Value of hypothetical £100 holding

1

2
3

Growth in the value of a hypothetical £100 holding over 20 years. TSR calculated using a three-month rolling average in common currency. Source: DataStream.
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ANNUAL REPORT ON REMUNERATION

Percentage change in remuneration of director
undertaking the role of chief executive ofﬁcer
(not auditable)
Companies are required to disclose how increases in the CEO’s pay compare with
those of other employees in the company. This disclosure is intended to provide
transparency over the consistency and relativity of pay changes within the company
as a whole. In order to provide a meaningful comparison, companies could consider
smaller groups of employees deﬁned by (for example) geography, business unit or
possibly seniority level.
What is required:

Paragraph 19 of the Regulations

k For each of the salary, beneﬁts and bonus components of the single total ﬁgure
for the ﬁnancial year:
– Percentage change from the prior year’s single ﬁgure for the CEO’s remuneration.
– Percentage change in the average salary, beneﬁts and bonus for the company’s
employees from the prior year for the company’s employees as a whole.

k An alternative to the company’s employees as a whole may be used if appropriate,
providing a justiﬁcation is provided.

What could add value:
k Tabulated disclosure.
k Careful selection and justiﬁcation for the choice of any alternative comparator group.
k Justiﬁcation for any change in the identity of the comparator group from year to year.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

PERCENTAGE CHANGE IN CEO’S REMUNERATION

STATEMENT OF IMPLEMENTATION OF REMUNERATION POLICY
IN THE FOLLOWING FINANCIAL YEAR

The table below shows how the percentage change in the CEO’s salary, benefits and bonus between 2012
and 2013 compares with the percentage change in the average of each of those components of pay for a
group of employees. The Committee has selected employees in the UK and North America, as these
geographies provide the most appropriate comparator. This population excludes employees in the
production plants in the Far East because of the different approach to pay for those employees.
Salary
£’000
2013

Taxable beneﬁts

Percentage
increase

2012

£’000
2013

750

0%

£’000
2013

16

0%

The remuneration policy will be implemented with effect from the AGM in 2014 as follows.
Salary increases for EDs are below the annual rate of inflation as measured by the
Consumer Prices Index.

Gene Rico (CEO)

750
m

m

m

m

m

m

£57

£55

£4

£4

1,052

£14

£12

Number of employees

2.2

2.225

2.2

2.225

2.2

2.225

1.1%

SALARY

Percentage
increase

£’000
1 July 2014

2012

US and UK total pay

4.8%

16

Bonus

Percentage
increase

2012

947

11%

18.0%

–1.57%
89.0

425

420

1.2%

410

400

2.7%
2.2%
2.5%

AWB operating margin – 30%

|

87.6

2013

GPS operating margin – 30%

2012

Defect rate per million – 5%

2011

|
53.4

+7.40% |
54.4

50.7

|
| –20.70% |
28.9

25.6

33.3

+6.18% |
37.8

35.6

Employee retention – 5%

PERFORMANCE MEASURES FOR LONG-TERM INCENTIVES TO BE AWARDED
IN 2015
Target –
25% vesting

20.3
Total shareholder return ranking

Staff pay £m

750
450

AWB market share – 15%
GPS market share – 15%

PERCENTAGE CHANGE
|

770
460

Gary Gold

WEIGHTING OF ANNUAL BONUS KPIS FOR 2014

RELATIVE IMPORTANCE OF SPEND ON PAY

90.8

Percentage
increase

1 July 2013

Gene Rico
Nigel Mitchell
Sarah Collins

Distributions to
shareholders £m

Development of
new products £m

Tax £m

The above graph illustrates the relative importance of spend on pay compared with other disbursements
from profit (i.e. distributions to shareholders, the development of new products and tax). These were the
most significant outgoings for the company in the last financial year.

Rank of 5th or higher

ROCE underpin

Maximum –
100% vesting

Rank of 3rd or higher

10%

10%

NEDS’ FEES FOR 2014
£’000

Chairman

1 July 2014

1 July 2013

275

250

Percentage
increase

10%

Senior Independent Director

25

25

Board fee

50

50

Chairman of Board Committee

10

10

0%

5

5

0%

Member of Board Committee

0%
0%

The individual weightings of the KPIs for each ED for the annual bonus are as set out in the future
policy table. The targets are considered commercially sensitive because of the information that this
provides to the company’s competitors and consequently these will only be disclosed after the end
of the financial year, in the 2014 Annual Report on Remuneration.

PERCENTAGE CHANGE IN CEO’S REMUNERATION
The table below shows how the percentage change in the CEO’s salary, benefits and bonus between 2012
and 2013 compares with the percentage change in the average of each of those components of pay for a
group of employees. The Committee has selected employees in the UK and North America, as these
geographies provide the most appropriate comparator. This population excludes employees in the
production plants in the Far East because of the different approach to pay for those employees.
Salary
£’000
2013

750

Taxable beneﬁts

Percentage
increase

2012

£’000
2013

0%

16

0%

1,052

750
m

m

m

m

m

m

US and UK total pay

£57

£55

£4

£4

£14

£12

Number of employees

2.2

2.225

2.2

2.225

2.2

2.225

1.1%

Percentage
increase

2012

Gene Rico (CEO)

4.8%

16

£’000
2013

19

Included a justiﬁcation for the
choice of comparator group.

Bonus

Percentage
increase

2012

18

947

Used average pay per employee
(rather than aggregate) to remove
the impact of changes in employee
populations.

11%

18.0%

RELATIVE IMPORTANCE OF SPEND ON PAY
PERCENTAGE CHANGE
|
90.8

–1.57%
89.0

|

2013

87.6

2012
2011

|
53.4

+7.40% |
50.7 54.4

|
| –20.70% |
28.9

Staff pay £m

Distributions to
shareholders £m

25.6

33.3

+6.18% |
35.6 37.8

20.3

Development of
new products £m

Tax £m

The above graph illustrates the relative importance of spend on pay compared with other disbursements
from profit (i.e. distributions to shareholders, the development of new products and tax). These were the
most significant outgoings for the company in the last financial year.

18

To see more on this example, refer to
page 18 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

BG Group plc
utives
rectors
with regard to the
executives below
s who are members
t with that for the
ese senior executives
tion of their reward
ormance. They
and awards under
ial and non-ﬁnancial
re cascaded from
cutive Directors.
s and approves the
n packages for the
Company Secretary
overriding objectives
ration policy. Their
e is reviewed and any
alary, AIS payments
subject to approval
h year.

Clear disclosure, in tabular format, of salary increases
for the CEO compared with the average for the general
employee population.
See BG Group plc annual report and accounts 2012 page 65
www.bg-group.com

The Committee is kept regularly informed
of the pay and beneﬁts provided to employees
below the GEC. In particular, as set out in
the remuneration policy table on page 62,
when considering the base salary increases
for executives, one of the factors considered
by the Committee is the range of base pay
increases applying elsewhere in the Group.

Summary of key elem
contracts of the Exec
Provision

The following table provides a summary
of the 2012 increase in base salary for the
Chief Executive, as compared with the average
increase for the general employee population
in April 2012.
Most recent
base salary
increase
(effective
1 April 2012)

Chief Executive
General employee
population

Base salary
increase
(effective
1 April 2011)

3.3%

3.6%

4.6%(a)

5.2%(a)

(a) Average increase.

Corporate governance

64
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Cascade to senior executives
below the Executive Directors
The policy and practice with regard to the
remuneration of senior executives below
the Executive Directors who are members
of the GEC is consistent with that for the
Executive Directors. These senior executives
all have a signiﬁcant portion of their reward
package linked to performance. They
are eligible for the AIS and awards under
the LTIP and their ﬁnancial and non-ﬁnancial
performance targets are cascaded from
the targets for the Executive Directors.
The Committee reviews and approves the
individual remuneration packages for the
GEC members and the Company Secretary
in accordance with the overriding objectives
of the Group’s remuneration policy. Their
individual performance is reviewed and any
increase in their base salary, AIS payments
and any LTIP awards is subject to approval
by the Committee each year.

As all the Executive Directors are paid in Pounds Sterling, the Committee considers it appropriate that the ﬁgures detailed
below be presented in Pounds Sterling. The amounts illustrated are annualised.
The ﬁgures reported above each scenario bar chart represent percentage of total remuneration.

Fabio Barbosa, former Chief Financial Ofﬁcer
(£ million)

Chris Finlayson, Chief Executive
(£ million)
11%

3%

21%

14%

65%

Maximum
8%

4

6

8

10

29%

23%
17%

56%

44%

58%

19%

Maximum

5.6m

Target
Minimum

31%
2.5m

1.3m

0

10%
37%
19%
2.1m

78%

22%

Minimum
2

10%

2

4

Salary and beneﬁts

AIS

Pension

LTIP

6

8

62%

34%

Target

22%
1.3m

13%

20%

5.2m

26% 39%
3.7m

78%

0

4%

Maximum

9.1m
27%

Target
Minimum

Martin Houston, Chief Operating Ofﬁcer
(£ million)

10

2

4

6

8

Senior employees below GEC level are generally
treated consistently with the Executive Directors
and members of the GEC, with the exception
that they may participate in local discretionary
plans. They are also eligible to receive awards
under the LTIP, subject to the overall limits
on levels of individual awards under the LTIP.

10

For AIS, the amounts illustrated are those potentially
receivable in respect of performance for 2013. For the
LTIP, the award opportunities are those expected to
be granted in 2013 assuming award levels remain the
same as a percentage of base salary as those awarded
in 2012 (see page 70). It should be noted that the LTIP
awards granted in a year do not normally vest until
the third anniversary of the date of grant. As set out
in the remuneration policy table on page 62, the
Company operates mandatory deferral of AIS amounts
into BG Group shares under the DBP for AIS awards
in excess of 100% of base salary, and voluntary deferral
under the VBDP.

Awards under the LTIP may take the form
of Performance Share Awards, Market Value
Options or Group Share Awards. Group Share
Awards will normally vest three years after the
date of grant subject to continued employment
and the individual employee’s performance
not having fallen signiﬁcantly below that
expected since the date of grant.
Eligible employees (other than members of
the GEC) who participate in the VBDP are able
to beneﬁt from a 10% uplift on the proportion
of AIS deferred, provided they hold their deferred
award for at least three years.

In illustrating potential reward opportunities the following assumptions have been made:
AIS

The Committee is kept regularly informed
of the pay and beneﬁts provided to employees
below the GEC. In particular, as set out in
the remuneration policy table on page 62,
when considering the base salary increases
for executives, one of the factors considered
by the Committee is the range of base pay
increases applying elsewhere in the Group.

Summary of key elements of service
contracts of the Executive Directors
Provision

Most recent
base salary
increase
(effective
1 April 2012)

Chief Executive
General employee
population

12 months.
There is no default retirement
age. Requests for retirement
are considered on a case by
case basis. At the Executive
Director level, it is expected
that at least 12 months’
notice must be provided.
Base salary.
Pension or cash alternative.
Company car
or cash allowance.
Eligibility to participate
in annual and long-term
incentive arrangements
operated from time to time.
Termination payment Contractual provisions exist
in the event of a change of
control (see paragraph below).
The rules of the AIS and LTIP
also include certain provisions
on termination of employment.
These are discussed further
in the Exit payments policy
section on page 66.
Non-competition
During employment and
for six months thereafter.
Remuneration

Base salary
increase
(effective
1 April 2011)

3.3%

3.6%

4.6%(a)

5.2%(a)

LTIP

Base and pension

Maximum

AIS amounts are awarded
at maximum level.

Performance such that
awards vest at maximum level
(100% of awards made).

Target

AIS amounts are awarded
at target levels.

Performance such that awards
vest at threshold level (25%).

Minimum

Threshold level for each metric
not achieved. No AIS payable.

Threshold performance
not achieved.

Base salary, beneﬁts and pension or cash in
lieu of pension are provided in all scenarios.
The Chief Executive and Chief Financial
Ofﬁcer receive cash in lieu of pension
(at a rate of 30% of base salary); the Chief
Operating Ofﬁcer participates in a deﬁned
beneﬁt pension. It has been assumed this
continues throughout 2013. The estimated
cost has been calculated in accordance with
the currently proposed BIS methodology.

Employee context
BG Group values its employees and aims to provide
reward packages that are market-competitive
within that employee’s country of employment.
The structure of employees’ reward cascades
from that of the executives and senior
management. Where appropriate and feasible
(for example under local legislation or practice)
employees participate in the AIS and LTIP
arrangements, with their target and maximum
levels of participation being set by reference to
the local market in which they are employed.

In all scenarios, the impact of share price movements on the value of LTIP awards, mandatory AIS deferrals into the DBP and voluntary deferrals
into the VBDP have been excluded.

In order to encourage share ownership, the
Company currently provides two all-employee
UK HM Revenue & Customs (HMRC) approved
share plans for its UK employees: the Share
Incentive Plan (SIP) and Sharesave; and for
non-UK employees in a number of key overseas
locations, an all-employee Global Partnership
Plan is provided.

Summary of key terms

Notice period
Retirement date

The following table provides a summary
of the 2012 increase in base salary for the
Chief Executive, as compared with the average
increase for the general employee population
in April 2012.

(a) Average increase.

0.9m

0
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ILLUSTRATION OF POTENTIAL REWARD OPPORTUNITIES FOR THE EXECUTIVE DIRECTORS
The graphs below provide estimates of the potential future reward opportunity for each of the Executive Directors based
on their roles (effective 1 January 2013), the remuneration policy outlined on page 61 and the base salary at 1 April 2012
(except in the case of the new Chief Executive, Chris Finlayson, where the base salary effective 1 January 2013 has been
used). Fabio Barbosa stepped down from the Board and GEC with effect from 15 February 2013. As the process for
selecting a permanent replacement is currently ongoing, the reward package for Fabio Barbosa has been used in the
illustration below, as it is anticipated that the ongoing package of any replacement will be based on similar principles.

The Committee does not directly consult
with employees when formulating Executive
Director pay policy. However, it does take into
account information provided by the Human
Resources function and feedback from
employee satisfaction surveys.

w GEC level are generally
h the Executive Directors
EC, with the exception
ate in local discretionary
gible to receive awards
to the overall limits
wards under the LTIP.

Su

12
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a
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th
n
Remuneration
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C
o
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Termination payment C
in
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T
a
o
T
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Non-competition
D
fo
Notice period
Retirement date

The Committee does not directly consult
with employees when formulating Executive
Director pay policy. However, it does take into
account information provided by the Human
Resources function and feedback from
employee satisfaction surveys.

In line with the Compa
Directors’ service con

In line with the Company’s policy, the Executive
Directors’ service contracts contain change
of control provisions. Should the Executive
Director’s employment be terminated within
12 months of a change of control, they are
entitled to liquidated damages. The amount
of liquidated damages is equal to one year’s
gross salary plus currently a credit of one
year’s pensionable service for those Executive
Directors who are members of the deﬁned
beneﬁt pension scheme (or one year’s cash
allowance in lieu of pension if the Executive
Director is not or is no longer accruing any
entitlement to post-retirement deﬁned beneﬁts)
less any deductions the employer is required
to make, which the Committee considers to be
a genuine pre-estimate of loss. The Committee
considers that these provisions assist with
recruitment and retention and that their
inclusion is therefore in the best interests
of shareholders.

Further details of the base salary increases
awarded during 2012 to the Executive Directors
are set out in the Implementation section
of this report on page 67.
Service contracts
The Executive Directors’ service contracts,
including arrangements for early termination,
are carefully considered by the Committee and
are designed to recruit, retain and motivate
Directors of the quality required to manage
the Company. The Committee considers
that a rolling contract with a notice period
of one year is appropriate.
The Committee does reserve the right, in order
to attract and retain suitable candidates, to
offer contracts that contain an initial notice
period in excess of one year, reducing to a rolling
one-year period after the expiry of this period.

EXECUTIVE DIRECTORS’ SERVICE CONTRACTS AS AT 31 DECEMBER 2012
Details of the service contracts of the Executive Directors who served during the year are set
out below:
Contract
date

Unexpired
term

Fabio Barbosa
Sir Frank Chapman(a)

20 Apr 11
14 Sep 00

rolling 1yr
6 months

Chris Finlayson
Martin Houston

14 Mar 12
03 Feb 09

rolling 1yr
rolling 1yr

Executive Directors

(a) Sir Frank Chapman’s service contract will terminate on his retirement in June 2013.

Johnson Matthey Plc

> Bill Sandford
Maximum

Disclosure includes pay increases for groups of employees
in different geographies.

On target
Below
threshold

See Johnson Matthey Plc annual report and accounts 2013
page 125
www.matthey.com

0

500

1,000

1,500

2,000

2,500

3,000

3,5

£ thousands

Salary

Benefits

Payment in lieu of pension

Statement of Consideration of Pay and Conditio
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Remuneration Report continued

ANNUAL REPORT & ACCOUNTS

Future Policy Table (continued)
Purpose and link to strategy

LTIP
Incentivises above
average performance
and growth over the
longer term.

TECHNOLOGY
LEADERSHIP
developing products to enhance quality of life

Operation (and changes if appropriate)

Opportunity and performance metrics for 2013/14

•

The LTIP is designed to incentivise above average
performance and growth over the longer term.
Shares allocated under the terms of the LTIP are
released on the third anniversary of the allocation
date with the release being subject to targets
based on compound annual growth in the
company’s EPS.

Performance conditions
The LTIP is based on compound annual growth in
underlying EPS over the three year performance period.

•

EPS growth is considered to be the simplest,
most transparent and most appropriate target
because it reflects the full total of company
activities.

Threshold vesting is 15% of maximum opportunity and
occurs where compound annual growth in underlying
EPS is 6%. Maximum vesting occurs where compound
annual growth in underlying EPS is 15%.

•

The maximum individual allocation in any financial
year is 200% of base salary, allowing the MDRC to
take account of evolution of market practice as
required. The actual allocation levels for 2013/14
are shown in the column to the right.

•

This policy remains unchanged from 2012/13.

Pension
Provides postretirement
remuneration and
ensures that the total
package is
competitive.

•

The company provides executive directors with
membership of its pension scheme – the Johnson
Matthey Employees Pension Scheme (JMEPS).
The benefits provided to executive directors
through JMEPS are the same as for all other
UK employees.

•

Where directors cease to accrue pensionable
service in JMEPS, they are entitled to a cash
supplement equal to 25% of base salary.

•

This policy remains unchanged from 2012/13.

Recruitment

•

The policy of the board is to recruit the best
candidate possible for any board position and to
structure pay and benefits in line with executive
remuneration policy. At the time of new directors
joining from external companies, the MDRC retains
discretion to make LTIP awards and to consider
short term bonus awards that reflect equivalent
loss of opportunity at the previous company, or
that achieve rapid alignment with Johnson
Matthey’s strategic targets. LTIP awards made
under this policy will not exceed 200% of salary.

•
Non-executive
director fees
Retains and motivates
non-executive
directors with the
required knowledge
and experience.

Remuneration Scenarios

•

Other executive directors – 140% of base salary.

Value of Package

Maximum

Maximum
On target

Below
threshold

Below
threshold
0

500

1,000

This policy remains unchanged from 2012/13.
Non-executive fees were reviewed on 1st April
2012 and will be reviewed again no later than
2015

1,500

2,000

2,500

3,000

3,500

4,000

0

20

40

£ thousands

60

80

100

60

80

100

60

80

100

60

80

100

%

> Robert MacLeod
Maximum

Neil Carson and Bill Sandford withdrew from
pensionable service on 31st March 2006, Robert
MacLeod withdrew on 31st March 2011 and Larry
Pentz withdrew on 31st October 2012. No pensionable
service in JMEPS has been accrued by these directors
since these dates. They will receive a cash supplement
of 25% of base salary in lieu of pension accrual.

Maximum

On target

On target

Below
threshold

Below
threshold
0

500

1,000

1,500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

2,500

3,000

3,500

4,000

20

40

0

20

40

%

Maximum

Maximum

On target

On target

Below
threshold

New directors will normally commence at lower level
salary and progress towards higher salaries with
experience and good performance in the role.

0

£ thousands

> Larry Pentz

New directors would be recruited with terms and
conditions in line with this policy.

Below
threshold
0

500

2,000
£ thousands

%

> Bill Sandford
Maximum

Maximum

On target

On target

Below
threshold

Below
threshold
0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

0

£ thousands

This policy remains unchanged from 2012/13.
Non-executive directors are paid a flat fee each
year with an additional fee for each committee
chairmanship held.

•
•

Composition of Package

> Neil Carson

On target

Annual base fees
Non-executive Chairman – £300,000.

Salary

Benefits

Payment in lieu of pension

20

40
%

Bonus (cash)

Bonus (deferred)

LTIP payable

Non-executive directors – £55,000.

Statement of Consideration of Pay and Conditions Elsewhere in the Company and Group

Additional fees
Audit Committee chairmanship fee – £10,000.

The MDRC considers the directors’ remuneration in the context of the wider employee population. Increases in base salary for directors
will take into account the level of increases to UK employees and with reference to salary increases of overseas employees. Individual
performance, development of responsibilities and length of service in the current role are also taken into account.
In setting directors’ remuneration, the MDRC considers metrics for similar roles in a relevant comparator group. The comparator group
comprises 20 other FTSE 100 companies in the industrial and service sectors, excluding natural resources, retail and financial service
companies, and which have over 50% of revenue from overseas sales, with ten companies above and ten companies below Johnson
Matthey’s market capitalisation. However, it is not the policy of the MDRC to set salaries in line with that data or in line with benchmarks
mathematically derived from that data.
The Chief Executive’s base salary increased by 3.5% from 2011/12 to 2012/13. Pay increases for UK, Europe and North American
employees were generally in the range 2 to 5%, with an average of 3%. Employees in other countries tended to receive higher raises, in line
with local conditions.

MDRC chairmanship fee – £10,000.
Senior Independent Director (SID) fee – £13,000
Where the MDRC chairman is also the SID, no extra
fee is paid for chairing the MDRC.

The policy set out above cascades down through the next tiers of senior management with appropriate reductions in opportunity levels based
on seniority. 200 of the group’s most senior executives participate in the annual bonus plan (as described above) and 900 of the group’s senior
and middle managers participate in the LTIP in line with the same performance conditions.
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The table below sets out the level of opportunity for each director based on the remuneration policy for 2013/14 both in absolute terms and as
a proportion of the total package under different performance scenarios.

Maximum opportunity
Chief Executive – 175% of base salary.

The MDRC considers the directors’ remuneration in the conte
will take into account the level of increases to UK employees a
performance, development of responsibilities and length of se
In setting directors’ remuneration, the MDRC considers me
comprises 20 other FTSE 100 companies in the industrial and s
companies, and which have over 50% of revenue from overseas
Matthey’s market capitalisation. However, it is not the policy of t
mathematically derived from that data.
The Chief Executive’s base salary increased by 3.5% from
employees were generally in the range 2 to 5%, with an average
with local conditions.

ANNUAL REPORT ON REMUNERATION

Relative importance of spend
on pay (not auditable)
The disclosure of the ratio of spend on compensation to income or proﬁt is now
relatively commonplace in ﬁnancial sector organisations. The purpose of this disclosure
is to provide shareholders with an insight into the relativity of amounts paid to
employees compared with amounts distributed to shareholders and their relative
movement year-on-year.
What is required:

Paragraph 20 of the Regulations

k A graph, chart or table showing for both the ﬁnancial year and prior year the expenditure on:
– Remuneration of all group employees.
– Dividends and share buybacks.
– Any other signiﬁcant distributions and payments or other uses of proﬁt or cash ﬂow
deemed by the directors to assist in understanding the relative importance of spend
on pay.

k For each measure, the difference in spend between those years.
k A note explaining why other measures were chosen, how the amounts were calculated and,
where different from previous years, why they were selected.

What could add value:
k Clear explanation of how each item has been determined.
k Disclosure of amounts for more than the most recent two ﬁnancial years.
k Inclusion of other signiﬁcant disbursements that are relevant for most businesses,
such as tax.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

PERCENTAGE CHANGE IN CEO’S REMUNERATION

STATEMENT OF IMPLEMENTATION OF REMUNERATION POLICY
IN THE FOLLOWING FINANCIAL YEAR

The table below shows how the percentage change in the CEO’s salary, benefits and bonus between 2012
and 2013 compares with the percentage change in the average of each of those components of pay for a
group of employees. The Committee has selected employees in the UK and North America, as these
geographies provide the most appropriate comparator. This population excludes employees in the
production plants in the Far East because of the different approach to pay for those employees.
Salary
£’000
2013

Taxable beneﬁts

Percentage
increase

2012

£’000
2013

750

0%

£’000
2013

16

0%

The remuneration policy will be implemented with effect from the AGM in 2014 as follows.
Salary increases for EDs are below the annual rate of inflation as measured by the
Consumer Prices Index.

Gene Rico (CEO)

750
m

m

m

m

m

m

£57

£55

£4

£4

1,052

£14

£12

Number of employees

2.2

2.225

2.2

2.225

2.2

2.225

1.1%

SALARY

Percentage
increase

£’000
1 July 2014

2012

US and UK total pay

4.8%

16

Bonus

Percentage
increase

2012

947

11%

18.0%

–1.57%
89.0

425

420

1.2%

410

400

2.7%
2.2%
2.5%

AWB operating margin – 30%

|

87.6

2013

GPS operating margin – 30%

2012

Defect rate per million – 5%

2011

|
53.4

+7.40% |
54.4

50.7

|
| –20.70% |
28.9

25.6

33.3

+6.18% |
37.8

35.6

Employee retention – 5%

PERFORMANCE MEASURES FOR LONG-TERM INCENTIVES TO BE AWARDED
IN 2015
Target –
25% vesting

20.3
Total shareholder return ranking

Staff pay £m

750
450

AWB market share – 15%
GPS market share – 15%

PERCENTAGE CHANGE
|

770
460

Gary Gold

WEIGHTING OF ANNUAL BONUS KPIS FOR 2014

RELATIVE IMPORTANCE OF SPEND ON PAY

90.8

Percentage
increase

1 July 2013

Gene Rico
Nigel Mitchell
Sarah Collins

Distributions to
shareholders £m

Development of
new products £m

Tax £m

The above graph illustrates the relative importance of spend on pay compared with other disbursements
from profit (i.e. distributions to shareholders, the development of new products and tax). These were the
most significant outgoings for the company in the last financial year.

Rank of 5th or higher

ROCE underpin

Maximum –
100% vesting

Rank of 3rd or higher

10%

10%

NEDS’ FEES FOR 2014
£’000

Chairman

1 July 2014

1 July 2013

275

250

Percentage
increase

10%

Senior Independent Director

25

25

Board fee

50

50

Chairman of Board Committee

10

10

0%

5

5

0%

Member of Board Committee

0%
0%

The individual weightings of the KPIs for each ED for the annual bonus are as set out in the future
policy table. The targets are considered commercially sensitive because of the information that this
provides to the company’s competitors and consequently these will only be disclosed after the end
of the financial year, in the 2014 Annual Report on Remuneration.

PERCENTAGE CHANGE IN CEO’S REMUNERATION
The table below shows how the percentage change in the CEO’s salary, benefits and bonus between 2012
and 2013 compares with the percentage change in the average of each of those components of pay for a
group of employees. The Committee has selected employees in the UK and North America, as these
geographies provide the most appropriate comparator. This population excludes employees in the
production plants in the Far East because of the different approach to pay for those employees.
Salary
£’000
2013

750

Taxable beneﬁts

Percentage
increase

2012

£’000
2013

0%

£’000
2013

16

0%

1,052

750
m

m

m

m

m

m

US and UK total pay

£57

£55

£4

£4

£14

£12

Number of employees

2.2

2.225

2.2

2.225

2.2

2.225

1.1%

Percentage
increase

2012

Gene Rico (CEO)

4.8%

16

Bonus

Percentage
increase

2012

18

947

11%

18.0%

RELATIVE IMPORTANCE OF SPEND ON PAY
PERCENTAGE CHANGE
|
90.8

–1.57%
89.0

|

2013

87.6

2012
2011

|
53.4

+7.40% |
50.7 54.4

|
| –20.70% |
28.9

Staff pay £m

Distributions to
shareholders £m

25.6

33.3

+6.18% |
35.6 37.8

Amounts displayed for three years
including percentage change.

20.3

Development of
new products £m

Tax £m

Included two additional measures that
are relevant to Generico’s business.

The above graph illustrates the relative importance of spend on pay compared with other disbursements
from profit (i.e. distributions to shareholders, the development of new products and tax). These were the
most significant outgoings for the company in the last financial year.

18

64

To see more on this example, refer to
page 18 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS

St. James’s Place plc
A simple tabular disclosure of employee costs and dividends
(plus retained proﬁt as previously foreshadowed in the
draft Regulations).

Relative Importance of Spend on Pay
The following table sets out the percentage change in profit, dividends and overall
compared to the year ending 31 December 2011.

See St. James’s Place plc annual report 2012 page 73
www.sjp.co.uk

Operating profit after tax
Dividends
Employee remuneration costs
Executive Directors serving as Non-executive Directors on other Comp
Currently, no Executive Director acts as a Non-executive Director on the Board o
the Association of Private Client Investment Managers and Stockbrokers (APCIMS

Directors’ Remuneration Report continued

Chairman and Non-executive Directors
The non-executive Directors do not have service contracts or any benefits in kind
Group’s pension or long-term incentive arrangements. The term of the appointme
appointed by Lloyds Banking Group plc pursuant to the Relationship Agreement d
at which time the appointment will be reviewed by the Board. Any period of servi
rigorous review by the Nomination Committee of the Board.

Business Review
Corporate Governance
Financial Statements
Other Information

2011
£m

Mid-point payout

ST. JAMES’S PLACE

31%

23%

Maximum

10%

25%

8%

20%

0%

Operating profit after tax
Dividends
Employee remuneration costs

34%

28%
40%

Benefits & Pension

Annual Bonus

106.8
39.4
59.5

2012 Percentage
£m
change

107.1
53.8
61.4

0.3%
36.5%
3.2%

41%

60%

80%

N

Executive Directors serving as Non-executive Directors on other Company Boards
Currently, no Executive Director acts as a Non-executive Director on the Board of another company. David Lamb is on the Board of
the Association of Private Client Investment Managers and Stockbrokers (APCIMS), for which no fee is paid.

100%

Proportion of Total Pay
Basic Salary

The dates of the letters of appointment for the Non-executive Directors are as follo

Relative Importance of Spend on Pay
The following table sets out the percentage change in profit, dividends and overall spend on pay in the year ending 31 December 2012,
compared to the year ending 31 December 2011.

Andrew Croft, Chief Financial Officer
Ian Gascoigne, Managing Director
David Lamb, Managing Director

Chairman and Non-executive Directors
The non-executive Directors do not have service contracts or any benefits in kind arrangements and do not participate in any of the
Group’s pension or long-term incentive arrangements. The term of the appointment of each Non-executive Director (other than those
appointed by Lloyds Banking Group plc pursuant to the Relationship Agreement described more fully on page 54) is for three years,
at which time the appointment will be reviewed by the Board. Any period of service longer than six years is subject to particularly
rigorous review by the Nomination Committee of the Board.

Performance Shares

Service Contracts
In summary the contractual provisions of the Executive Director service contracts are as follows:

The dates of the letters of appointment for the Non-executive Directors are as follows:

Provision

Detailed terms

Notice period

12 months by either party

Termination payment

An express obligation on the executive to mitigate his loss. Payments can be made on a monthly basis and
reduced if an executive is able to secure alternative employment.

Remuneration entitlements

No enhanced rights (other than those previously approved by shareholders in relation to the Group’s share
incentive schemes or benefits in addition to in service entitlement).

Change of control

As on termination.

Name

Date of letter of appointment

Charles Gregson
Vivian Bazalgette
Sarah Bates
Iain Cornish
Steve Colsell
Mike Power
Baroness Wheatcroft

15 November 2011
27 May 2011
26 July 2004
28 September 2011
30 January 2009
22 April 2005
7 March 2012

When considering the size of any proposed termination payment, the Committee would take into account a number of factors
including the health, length of service and performance of the relevant executive, including the duty to mitigate his own loss, with a
broad aim to avoid rewarding poor performance while dealing fairly with cases where the departure is due to other reasons, for
example illness.
Further details of the service agreements of the Executive Directors are provided below:

ST. JAMES’S PLACE PLC ANNUAL REPORT AND ACCOUNTS 2012
Director

David Bellamy
Ian Gascoigne
David Lamb
Andrew Croft

72

Date of contract

Date contract
automatically
terminates

8 August 2006
8 August 2006
8 August 2006
8 August 2006

15 April 2018
7 July 2021
31 January 2022
11 June 2029

St. James’s Place plc

Registered No. 03183415
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Pearson plc

ntinued

This disclosure includes spend on directors’ pay on a consistent
basis with the disclosure of employees’ wages and salaries.
Notes to the table add to the transparency of the disclosure.
ay
those

See Pearson plc annual report and accounts 2012 page 76
www.pearson.com

OUR PERFORMANCE

O U R I M PAC T O N SO C I E T Y

To ﬁnd out more about our business
strategy go to page 06

For an in-depth analysis of how we
performed in 2012 go to page 11

For an explanation of our approach to
corporate responsibility go to page 34
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Report on directors’ remuneration continued

The committee’s policy is that the chairman’s pay
should be set at a level that is competitive with those
of chairmen in similar positions in comparable
companies. He is not entitled to any annual or longterm incentive, retirement or other benefits.

ANNUAL REPORT AND ACCOUNTS 2012

Following the committee’s last review in 2010, the
chairman’s remuneration was increased to its current
level with effect from 1 April 2011. The next review
will take place in 2014.

Fees are determined by the full board having regard
to market practice and within the restrictions
contained in the company’s Articles of Association.
Non-executive directors receive no other pay or
benefits (other than reimbursement for expenses
incurred in connection with their directorship of the
company) and do not participate in the company’s
equity-based incentive plans.

Fees payable
from 1 July
2010

£65,000
£25,000
£20,000
£10,000
£5,000
£20,000

A minimum of 25% of the basic fee is paid in Pearson
shares that the non-executive directors have
committed to retain for the period of their
directorships.

Relative importance of pay spend
We show below the year-on-year change in the
relative importance of pay spend compared to the
return to shareholders (dividends) and reinvestment
in the company (adjusted operating profit for
continuing operations).

£

%

(6) (1%)
28
9%
128
8%
(2) (25%)

Note 1 Wages and salaries include continuing operations only
and exclude Penguin. 2011 is restated on the same basis.
Employee numbers for continuing operations for 2012 were
42,980 (2011: 37,964). Further details are set out in note 5
to the financial statements on page 115.
Note 2 Directors’ salaries/fees, annual incentives, allowances
and benefits exclude retirement benefits and long-term
incentives consistent with wages and salaries.

Employee engagement
In accordance with the committee’s charter and terms
of reference, the committee’s remit does not include
remuneration matters below that of the chief
executive, the other executive directors and other
members of the Pearson Management Committee.
However, before the remuneration packages for the
Pearson Management Committee are set for the year
ahead, the committee considers a report from the
chief executive and director for people on general pay
trends in the market and the level of pay increases
across the company as a whole. This helps to ensure
that executive remuneration packages are reviewed in
the context of the wider organisation.
The company consults with various employee
representative bodies – including trade unions and
works councils in some jurisdictions – about the
company’s strategy, competitiveness and performance
of the business and other matters affecting employees.
The company also conducts an employee engagement
survey to find out how people feel about working for
Pearson, what they think about the work they do, the
opportunities they have and the rewards they get
(including a section on pay and benefits). The company
uses all of this feedback to inform decisions on peoplerelated activities, resources and investment, local
management action plans and wider business unit and
organisational strategies.
It is the company’s intention to continue to engage
with employees and employee representatives in this
way in the future.

Shareholder engagement
The company consults regularly with shareholders
on all matters affecting its strategy and business
operations. As part of that process, we also engage
with shareholders on matters relating to executive
remuneration.
In 2012, the committee amended the service contracts
for all executive directors continuing to serve
throughout 2013. The consequence of this review has
been to remove any entitlement to annual incentive
from the calculation of any compensation that might be
payable on termination of employment by the
company without notice or cause, in line with the
prevailing view of best practice amongst shareholders
and their representatives.
The committee continues to be aware of and respond
to best practice guidelines of shareholders and their
representative bodies.

£

%

the
urrent
view

gard

Note 1 Wages and salaries include continuing operations only
and exclude Penguin. 2011 is restated on the same basis.
Employee numbers for continuing operations for 2012 were
42,980 (2011: 37,964). Further details are set out in note 5
to the financial statements on page 115.

ion.
or
es
f the
’

(6) (1%)
28
9%
128
8%
(2) (25%)

Note 2 Directors’ salaries/fees, annual incentives, allowances
and benefits exclude retirement benefits and long-term
incentives consistent with wages and salaries.

Employee engagement

Misstatement or misconduct
In 2011, the committee reviewed the company’s
powers to adjust and reclaim variable remuneration in
exceptional circumstances of misstatement or
misconduct. The committee already has long-standing
discretionary powers to make downward adjustments
under the annual and long-term incentive plans, as
described in the remuneration policy table on pages 70
and 71. The company will follow its legal rights and
reclaim rewards gained in the event of proven wrong
doing which led to misstatement of the company’s
accounts.

F I N A N C I A L S TATE M E N T S

Non-executive directors serve Pearson under letters
of appointment and do not have service contracts.
There is no entitlement to compensation on the
termination of their directorships.

936
942
346
318
1,659 1,531
6
8

Year-on-year
change

936
942
346
318
1,659 1,531
6
8

Year-on-year
change

GOVE RN A N C E

Non-executive director
Chairmanship of audit committee
Chairmanship of remuneration committee
Membership of audit committee
Membership of remuneration committee
Senior independent director

£m

£m

O U R I M PAC T O N SOC I E T Y

With effect from 1 July 2010, the structure and fees
are as follows:

Operating profit
Dividends
Wages and salaries
Directors’ salaries/fees,
annual incentives,
allowances and benefits

2011

£m

O U R PER F O R M A N C E

Non-executive directors

2012

OV ERV I E W

Chairman’s remuneration

2011

£m

Operating profit
Dividends
Wages and salaries
Directors’ salaries/fees,
annual incentives,
allowances and benefits

ong-

O U R S T R ATEGY

2012
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Statement of implementation of remuneration
policy in the following ﬁnancial year (not auditable)
The requirement to disclose the implementation of policy allows companies to retain
ﬂexibility to amend certain aspects of remuneration each year rather than being bound
by a tightly worded policy for up to three years.
The main area in which companies can vary the implementation of policy is through
the weighting of performance metrics and the setting of different performance targets
each year for short-term and LTI awards. This statement could also be used to disclose
annual salary changes and changes to the NED fee structure.
As this provision was introduced in the ﬁnal Regulations and had not been anticipated,
we have not identiﬁed any companies including a disclosure of this nature in their
2012/13 remuneration reports.
What is required:

Paragraph 21 of the Regulations

k A statement setting out how the approved policy is intended to be implemented
in the following ﬁnancial year including, where applicable:
– Performance measures and relative weightings.
– Performance targets (unless relying on the commercial sensitivity opt-out)
and how awards will be calculated.

k If not the ﬁrst year of the approved policy, any changes in the implementation
for the next year from the year being reported on.

k It is not necessary to include any information disclosed elsewhere in the report.
What could add value:
k Tabulated disclosure.
k Statement of implementation of policy in year under review.
k Disclosure of annual rates of salary for current and following years.
k Disclosure of NED fee structure.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

PERCENTAGE CHANGE IN CEO’S REMUNERATION

STATEMENT OF IMPLEMENTATION OF REMUNERATION POLICY
IN THE FOLLOWING FINANCIAL YEAR

The table below shows how the percentage change in the CEO’s salary, benefits and bonus between 2012
and 2013 compares with the percentage change in the average of each of those components of pay for a
group of employees. The Committee has selected employees in the UK and North America, as these
geographies provide the most appropriate comparator. This population excludes employees in the
production plants in the Far East because of the different approach to pay for those employees.
Salary
£’000
2013

Taxable beneﬁts

Percentage
increase

2012

£’000
2013

750

0%

£’000
2013

16

0%

The remuneration policy will be implemented with effect from the AGM in 2014 as follows.
Salary increases for EDs are below the annual rate of inflation as measured by the
Consumer Prices Index.

Gene Rico (CEO)

750
m

m

m

m

m

m

£57

£55

£4

£4

1,052

£14

£12

Number of employees

2.2

2.225

2.2

2.225

2.2

2.225

1.1%

SALARY

Percentage
increase

£’000
1 July 2014

2012

US and UK total pay

4.8%

16

Bonus

Percentage
increase

2012

947

11%

18.0%

–1.57%
89.0

425

420

1.2%

410

400

2.7%
2.2%
2.5%

AWB operating margin – 30%

|

87.6

2013

GPS operating margin – 30%

2012

Defect rate per million – 5%

2011

|
53.4

+7.40% |
54.4

50.7

|
| –20.70% |
28.9

25.6

33.3

+6.18% |
37.8

35.6

Employee retention – 5%

PERFORMANCE MEASURES FOR LONG-TERM INCENTIVES TO BE AWARDED
IN 2015
Target –
25% vesting

20.3
Total shareholder return ranking

Staff pay £m

750
450

AWB market share – 15%
GPS market share – 15%

PERCENTAGE CHANGE
|

770
460

Gary Gold

WEIGHTING OF ANNUAL BONUS KPIS FOR 2014

RELATIVE IMPORTANCE OF SPEND ON PAY

90.8

Percentage
increase

1 July 2013

Gene Rico
Nigel Mitchell
Sarah Collins

Distributions to
shareholders £m

Development of
new products £m

Tax £m

The above graph illustrates the relative importance of spend on pay compared with other disbursements
from profit (i.e. distributions to shareholders, the development of new products and tax). These were the
most significant outgoings for the company in the last financial year.

Rank of 5th or higher

ROCE underpin

Maximum –
100% vesting

Rank of 3rd or higher

10%

10%

NEDS’ FEES FOR 2014
£’000

Chairman

1 July 2014

1 July 2013

275

250

Percentage
increase

10%

Senior Independent Director

25

25

Board fee

50

50

Chairman of Board Committee

10

10

0%

5

5

0%

Member of Board Committee

0%
0%

The individual weightings of the KPIs for each ED for the annual bonus are as set out in the future
policy table. The targets are considered commercially sensitive because of the information that this
provides to the company’s competitors and consequently these will only be disclosed after the end
of the financial year, in the 2014 Annual Report on Remuneration.

STATEMENT OF IMPLEMENTATION OF REMUNERATION POLICY
IN THE FOLLOWING FINANCIAL YEAR
The remuneration policy will be implemented with effect from the AGM in 2014 as follows.

18

19

Salary increases for EDs are below the annual rate of inflation as measured by the
Consumer Prices Index.

SALARY
£’000
1 July 2014

Percentage
increase

Includes rates of salary and NED fees
for 2013 and 2014.

1 July 2013

Gene Rico

770

750

2.7%

Nigel Mitchell

460

450

2.2%

Sarah Collins

425

420

1.2%

Gary Gold

410

400

2.5%

WEIGHTING OF ANNUAL BONUS KPIS FOR 2014
AWB market share – 15%
GPS market share – 15%
AWB operating margin – 30%
GPS operating margin – 30%
Defect rate per million – 5%
Employee retention – 5%

PERFORMANCE MEASURES FOR LONG-TERM INCENTIVES TO BE AWARDED
IN 2015

Total shareholder return ranking

Target –
25% vesting

Maximum –
100% vesting

Rank of 5th or higher

Rank of 3rd or higher

10%

10%

ROCE underpin

Performance targets for the LTIP awards
in 2014 are disclosed.

NEDS’ FEES FOR 2014
£’000

Chairman

1 July 2014

1 July 2013

275

250

Percentage
increase

10%

Senior Independent Director

25

25

Board fee

50

50

0%

Chairman of Board Committee

10

10

0%

5

5

0%

Member of Board Committee

0%

The individual weightings of the KPIs for each ED for the annual bonus are as set out in the future
policy table. The targets are considered commercially sensitive because of the information that this
provides to the company’s competitors and consequently these will only be disclosed after the end
of the financial year, in the 2014 Annual Report on Remuneration.
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To see more on this example, refer to
page 19 of the Generico report in the
appendix at the back of this document.
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ANNUAL REPORT ON REMUNERATION

Consideration by the directors of matters relating
to directors’ remuneration (not auditable)
Companies must disclose details of the members of the remuneration committee
and the names of any advisers. The requirements apply equally to the nomination
committee when considering remuneration matters for newly appointed directors.
However, the provision of legal advice on compliance with disclosure legislation
is not included within these requirements.
What is required:

Paragraph 22 of the Regulations

k Name of each member of the remuneration committee at any time when directors’
remuneration for the ﬁnancial year was being considered.

k Name of any person providing advice that materially assisted the committee
(including a director of the company)

k If the adviser is not a director or employee of the company:
– Nature of other services provided by the adviser to the company during the year.
– Whether the adviser was appointed by the committee and how they were selected.
– Whether and how the committee has satisﬁed itself that the advice received was
objective and independent.

– The fees paid by the company for the advice and the basis on which they were charged.
What could add value:
k Summary of the remuneration committee’s remit.
k Details of matters discussed at each remuneration committee meeting
(both routine and ad hoc).
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

CONSIDERATION BY THE DIRECTORS OF MATTERS RELATING
TO DIRECTORS’ REMUNERATION

ADVISORS TO THE REMUNERATION COMMITTEE

The Remuneration Committee is responsible for recommending to the Board the remuneration policy
for EDs and the members of Executive Committee and for setting the remuneration packages for the
Chair, each ED and each member of the Executive Committee. The Committee also has oversight of the
remuneration policy and packages for other senior members of staff.

All members of the Committee are independent. They serve on the Committee for a minimum
three-year term and a maximum of six years.
As part of an effectiveness review for the entire board, an evaluation of the Remuneration
Committee was undertaken. We are pleased to report this review concluded that the Committee
has operated effectively.
Number of
meetings
during term

Member

Angela Hawker – Chair

Number of
meetings
attended

4

Fred Brighton – Stood down 3 May 2013
Terry Noble
Sarah Sands – Appointed 3 May 2013
Michael White – Appointed 3 May 2013

The Committee appointed and received advice over the year from independent remuneration
consultants HRS Consulting.
HRS Consulting were selected as advisors by the Committee through a competitive tendering
process and no conflicts of interests were identified.
Work undertaken by HRS Consulting for the Committee included updating the Committee
on trends in compensation and governance matters and advising the Committee in connection
with benchmarking of the total reward packages for the EDs and other senior members of staff.
A representative from HRS Consulting attends each meeting of the Remuneration Committee.
HRS Consulting do not provide any other advice or services to the company. They were paid £75,000
in two instalments based on hourly rates. HRS Consulting is a member of the Remuneration
Consultants’ Group and has signed up to that group’s Code of Conduct.

MEMBERS OF THE COMMITTEE

4

2

1

4

4

The Committee reviews the objectivity and independence of the advice it receives from HRS
Consulting at a private meeting in April each year. It is satisfied that HRS Consulting is providing
robust and professional advice. In the course of its deliberations, the Committee considers the views
of the Chief Executive on the remuneration and performance of the other members of the Executive
Committee. No other advisors have provided significant services to the Committee in the year.

2

2

STATEMENT OF VOTING AT GENERAL MEETING

2

2

At the last Annual General Meeting, votes on the remuneration report were cast as follows.

THE COMMITTEE’S ACTIVITIES DURING THE FINANCIAL YEAR
Meeting

Regular items

January

Review of KPIs for annual bonus; review of
achievement of performance conditions for
LTIP vesting; consideration of LTIP grants;
review of ﬁnal draft of remuneration report

March

Conﬁrmation of bonus payable; approval of
overall bonus spend; conﬁrmation of LTIP
grants; setting performance conditions for
2013 LTIP grants; consideration of salary
review proposals for company and EDs;
ﬁnalisation of remuneration report

For
%
Number

Ad hoc items

78.0%
18.0%
607,918,974 140,288,994

2011 remuneration
report

89.1%
670,032,000

2010 remuneration
report
Approval of 2010 LTIP

June

Conﬁrmation of salary increases for EDs
and members of the Executive Committee;
review of outcome from AGM

Finalisation of termination package
for Robert Black; Consideration of
remuneration package for Gary Gold

November

Consideration of any changes to remuneration
policy required; review of Remuneration
Committee advisors

Appointment of new advisors; Review
of new-style remuneration report

Against
%
Number

2012 remuneration
report

8.4%
63,168,000

Abstain
%
Number

4.0%
3,117,532

Reason for votes
against, if known

Lack of clarity over
bonus KPIs

Action taken
by Committee

Increased disclosure
in 2013 remuneration
report

2.5%
18,800,000

N/A

N/A

95.6%

3.8%

0.6%

N/A

N/A

98.0%
739,304,160

1.4%
10,561,488

0.6%
4,526,352

N/A

N/A

The disclosure in the 2014 remuneration report will include details of the binding shareholder vote
on directors’ remuneration policy.

CONSIDERATION BY THE DIRECTORS OF MATTERS RELATING
TO DIRECTORS’ REMUNERATION
The Remuneration Committee is responsible for recommending to the Board the remuneration policy
for EDs and the members of Executive Committee and for setting the remuneration packages for the
Chair, each ED and each member of the Executive Committee. The Committee also has oversight of the
remuneration policy and packages for other senior members of staff.

20

21

MEMBERS OF THE COMMITTEE
All members of the Committee are independent. They serve on the Committee for a minimum
three-year term and a maximum of six years.
As part of an effectiveness review for the entire board, an evaluation of the Remuneration
Committee was undertaken. We are pleased to report this review concluded that the Committee
has operated effectively.

Member

Number of
meetings
during term

Number of
meetings
attended

4

4

Angela Hawker – Chair
Fred Brighton – Stood down 3 May 2013

2

1

Terry Noble

4

4

Sarah Sands – Appointed 3 May 2013

2

2

Michael White – Appointed 3 May 2013

2

2

THE COMMITTEE’S ACTIVITIES DURING THE FINANCIAL YEAR
Meeting

Regular items

January

Review of KPIs for annual bonus; review of
achievement of performance conditions for
LTIP vesting; consideration of LTIP grants;
review of ﬁnal draft of remuneration report

March

Conﬁrmation of bonus payable; approval of
overall bonus spend; conﬁrmation of LTIP
grants; setting performance conditions for
2013 LTIP grants; consideration of salary
review proposals for company and EDs;
ﬁnalisation of remuneration report

June

Conﬁrmation of salary increases for EDs
and members of the Executive Committee;
review of outcome from AGM

Finalisation of termination package
for Robert Black; Consideration of
remuneration package for Gary Gold

November

Consideration of any changes to remuneration
policy required; review of Remuneration
Committee advisors

Appointment of new advisors; Review
of new-style remuneration report

20

Ad hoc items

Set out matters discussed at each
Remuneration Committee meeting.

To see more on this example, refer to
page 20 of the Generico report in the
appendix at the back of this document.
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EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS
Review of draft Directors Remunera

Unilever PLC

Approval of ULE reward decisions fo
Committee effectiveness evaluation.

Disclosure of fees to advisers and a description of how the
Remuneration Committee ensures the independence of advice.
See Unilever PLC annual report and accounts 2012 page 76
www.unilever.com

Advisers
While it is the Committee’s responsibility to exercise in
and professional advisers, as appropriate, to ensure t
The Committee appointed Deloitte LLP to provide indep
following an interview process by the Committee. Durin
services to Unilever. The Committee is comfortable tha
to the Committee, do not have connections with Unileve
the potential for conflicts of interest and judged that the

ABOUT UNILEVER

GOVERNANCE

FINANCIAL STATEMENTS

SHAREHOLDER INFORMATION

DIRECTORS’ REMUNERATION REPORT continued

The following table provides a summary of the Committee’s activities during and shortly following the end of the financial year:
Meeting

Standing agenda items

January 2012

Review and approval of performance for 2011 annual bonus
and 2009 long-term incentives.

February 2012

Review of Executive Directors’ base salary levels.

ANNUAL REPORT
AND ACCOUNTS 2012

Deloitte is a member of the Remuneration Consultants Group and, as such, voluntarily operates under the code of conduct in relation
to executive remuneration consulting in the UK. Further details can be found at www.remunerationconsultantsgroup.com.

Other agenda items

During the year the Committee also sought input from the Chief Executive Officer (Paul Polman), the Chief Human Resources Officer
(Doug Baillie) and the SVP Global Head of Reward (Peter Newhouse) on various subjects including the remuneration of senior
management. No individual was present when their own remuneration was being discussed to ensure a conflict of interest did not
arise. The Committee also received legal and governance advice from the Group Secretary (Tonia Lovell).

Update on shareholder consultation on
executive remuneration.

Setting targets for 2012 annual bonus and 2012-2014 MCIP
and GSIP awards.

Approval of ULE reward decisions for 2012.

Update on shareholder consultation on
executive remuneration.

April 2012

AGM preparation.

July 2012

Update from AGM.

For

2011 Director’s Remuneration Report (2012 AGM)
Consideration of performance metrics for long-term
incentive arrangements.

Review of annual and long-term performance for
outstanding plans.

Report of the Directors Governance

The following table sets out actual voting in respect of our previous Report:
Voting outcome (% of votes)

MAKING
SUSTAINABLE LIVING
COMMONPLACE

76

Shareholder voting
Unilever remains committed to ongoing shareholder dialogue and takes an active interest in voting outcomes. In the event of
a substantial vote against a resolution in relation to Directors’ remuneration, Unilever would seek to understand the reasons
for any such vote and would set out in the following Annual Report and Accounts any actions in response to it.

Review of draft Directors’ Remuneration Report.

PLC

Against

93.9%

6.1%

31,530,263 votes were withheld (c. 2.5% of share capital).
The Directors’ Remuneration Report is not subject to a shareholder vote in the Netherlands.

Update on European market trends in executive remuneration
and corporate governance.

September 2012

Audited information

Review of performance metrics for long-term incentive
arrangements including review of feedback from shareholders.

Executive Directors’ remuneration in 2012
October 2012

Review of annual and long-term performance for
outstanding plans.

Consideration of remuneration policy in light of proposed
BIS regulations.

Remuneration for individual Executive Directors (audited)

Update on European market trends in executive remuneration
and corporate governance.

Annual emoluments 2012

Review of benchmarking and initial consideration of base
salary increases.

Name and base country

Review of expenses.

Base
salary
€ ‘000

1,169(a)

Paul Polman (UK)

Review of terms of reference.

860(f)

Jean-Marc Huët (UK)
December 2012

Review of annual and long-term performance for
outstanding plans.

Consideration of remuneration policy in light of proposed
BIS regulations.

Preliminary review of targets for 2013 annual bonus
and 2013-2015 MCIP and GSIP awards.

Update on Unilever North America Omnibus Equity
Compensation Plan.

Fixed
allowance
€ ‘000

Value of
benefits
€ ‘000

308(b)
419(g)

Total 2012

2,029

727

Total 2011

1,840

0

Bonus
€ ‘000

332(c)

2,406(d)

46(h)

1,295(d)

Sub total
€ ‘000

Share
awards
€ ‘000

Pension
€ ‘000

134(e)

4,215
2,620

Total
€ ‘000

3,290(i)

7,639(j)

2,699(i)

0

5,319

378

3,701

6,835

134

5,989

12,958

489(k)

2,133

4,462

506(l)

5,640

10,608(m)

(a)

The CEO’s base salary was set in sterling at £920,000 per annum from January 2012 to June 2012. It was increased to £975,200 effective 1 July 2012.
Fixed allowance set in sterling at £250,000 which replaced certain benefits and pension. The CEO elected to invest part of his fixed allowance into the
Unilever international pension plan fund in 2012.
(c)
Benefits for medical insurance, tax return preparation and costs of provision for death-in-service benefits and administration. Also includes payment to
protect against the difference between the employee social security obligations in his country of residence versus the UK. He also received a further
payment of €152,505 in 2012 in relation to his social security obligations for 2010 and 2011 following a reconciliation for those years. This data was previously
captured in the Allowances and Other Payments section.
(d)
Bonus for the full year 2012. Includes the value of both the cash element and the portion invested in NV and PLC shares under the MCIP. It does not include
matching shares awarded on a conditional basis under the MCIP.
(e)
Conditional supplemental pension provision agreed with the CEO on hiring. This payment is conditional on the CEO remaining in employment with Unilever
to age 60 and subsequently retiring from active service or his death or total disability prior to retirement.
(f)
The CFO’s base salary was set in sterling at £680,000 from January 2012 to June 2012. It was increased to £714,000 effective 1 July 2012.
(g)
Fixed allowance set in sterling at £340,000 for 2012 which replaced certain benefits and pension.
(h)
Includes benefits for medical insurance, tax return preparation and costs of provision for death-in-service benefits and administration.
(i)
Costs are non-cash and relate to the expenses following IFRS 2. This is based on share prices on grant dates, 98% adjustment factor for GSIP and MCIP
shares awarded in 2012 and GSIP shares awarded in 2011 and 2010, and 89% adjustment factor for GSIP shares awarded in 2009 to take account of the
external performance condition TSR.
(j)
This does not include the one-time Dutch crisis tax charge to which Dutch-based employers like Unilever N.V. are subject of 16% on the portion of employees’
2012 salaries exceeding €150,000 from current employment that is taxable in the Netherlands. This tax charge for Unilever N.V. with respect to the CEO is €112,394.
(k)
Value of benefits in 2011 also included an allowance in lieu of company car, private use of chauffeur-driven car, entertaining allowance and, for the CFO,
an annual housing and educational allowance, but excluded death-in-service benefits.
(l)
Pension in 2011 also included company contributions towards defined contribution pension plans and death-in-service benefits.
(m)
Total 2011 split Paul Polman €6,661m and Jean-Marc Huët €3,947m.
(b)

Review of first draft of the Directors’ Remuneration Report.
Review of Executive Directors’ base salaries.

January 2013
Held following the
year end but prior to
the finalisation of this
report.

Review and approval of performance for 2012 annual
and 2010 long-term incentives.
Setting targets for 2013 annual bonus and 2013-2015 MCIP
and GSIP awards.
Review of draft Directors’ Remuneration Report.
Approval of ULE reward decisions for 2012.
Committee effectiveness evaluation.

Advisers
While it is the Committee’s responsibility to exercise independent judgement, the Committee does request advice from management
and professional advisers, as appropriate, to ensure that its decisions are fully informed given the internal and external environment.
The Committee appointed Deloitte LLP to provide independent advice on various matters it considered. Deloitte were appointed in 2011
following an interview process by the Committee. During the year, Deloitte also provided specific tax, consultancy and corporate finance
services to Unilever. The Committee is comfortable that the Deloitte LLP engagement partner and team, that provide remuneration advice
to the Committee, do not have connections with Unilever NV or Unilever PLC that may impair their independence. The Committee reviewed
the potential for conflicts of interest and judged that there were appropriate safeguards against such conflicts.
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Amounts have been translated into euros using the average exchange rate over the year: €1 = £0.8107 (2011: €1 = £0.8692).
We do not grant our Executive Directors any personal loans or guarantees.

Unilever Annual Report and Accounts 2012

Unilever Annual Report and Accounts 2012
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Hikma
Pharmaceuticals PLC
Hikma explains the responsibilities of the Remuneration
Committee, provides details of how it spends its time and
explains its relationship with its advisors (including how it
reviewed their appointment) in an eye-catching graphical format.

se ces to
a du g t e yea , c e y e at g to a c g
The Committee undertook an exercise to review remuneration
advice. Proposals were obtained from several potential advisers and
meetings held. The Committee concluded that the current advisers
remained independent and continued to provide high quality service
to the Committee. Therefore, no change is justiﬁed at this stage.
As in previous years, the Committee sought the assistance of senior
management on matters relating to policy performance and remuneration
in respect of the period under review and maintained a strong contact
with management to ensure that its deliberations were fully informed.
The Committee ensures that no Director, Executive or employee takes
part in discussions or advice relating to his own remuneration or beneﬁts.

INTERNAL ADVISERS

%)
Setting executive
remuneration

58%

2.

Remuneration policy

23%

3.

Conditions in the group

10%

4.

Developing practices

1.

XChief
XVP

EXTERNAL ADVISERS

Executive

XPwC

Human Resources

XCompany

XAddleshaw

Goddard

Secretary

9%

CO

See Hikma Pharmaceuticals PLC annual report 2012 page 87
www.hikma.com
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3 All Executive Directors are required to build up and maintain a minimum shareholding
in Hikma equal to three times base salary.

89

POLICY OVERVIEW
HOW THE COMMITTEE
SETS REMUNERATION

86

Salary
Pension

Fixed
Compensation

Lower Quartile
to
Median

Performance Based
Compensation

Median
to
Upper Quartile

Beneﬁts

TOTAL =
Bonus
Share award

Median
to
Upper Quartile

3 The Committee benchmarks compensation against comparable companies (“Comparator Group”) and ensure that
directors’ ﬁxed compensation is set within the lower/median quartile in the Comparator Group.
3 The Committee puts a strong bias on performance based compensation, encouraging executives to perform to the
highest of their abilities; only if this occurs will total remuneration exceed the median.
FIXED COMPENSATION
SALARY

Salary reference points are reviewed annually and include:

91

3 Salary levels of the Comparator Group

3 General economic environment

3 Director’s role, experience and performance

3 Group performance

Responsibilities
The Committee is responsible for setting Group remuneration policy
and overseeing its application. It takes responsibility for setting the
remuneration of the Executive Directors and Chairman and makes
recommendations on reward for the senior management team.
The Committee reviews performance and strives to ensure Hikma’s
remuneration structures mean that the interests of management
and shareholders are aligned.
The Remuneration Committee terms of reference include all
matters indicated by the Corporate Governance Principles and clearly
set out its authority and duties. The Committee’s terms of reference
are approved and reviewed by the Board on a regular basis. The terms
of reference are available on the Hikma website and by contacting
investors@hikma.uk.com. The terms of reference are included in the
Board Governance Manual.

1

3

3 Hikma’s contributions to the Deﬁned Contribution Retirement Beneﬁt Plan in respect of Executive Directors
match those of employees.

BENEFITS

3 Beneﬁts include healthcare, company cars and life insurance.

INTERNAL ADVISERS

ALLOCATION OF TIME (%)
4

3 Pay at Group level
PENSIONS

92

In addition Addleshaw Goddard provided legal and regulatory advice to
the Committee. Addleshaw Goddard has provided other legal advisory
services to Hikma during the year, chieﬂy relating to ﬁnancing.
The Committee undertook an exercise to review remuneration
advice. Proposals were obtained from several potential advisers and
meetings held. The Committee concluded that the current advisers
remained independent and continued to provide high quality service
to the Committee. Therefore, no change is justiﬁed at this stage.
As in previous years, the Committee sought the assistance of senior
management on matters relating to policy performance and remuneration
in respect of the period under review and maintained a strong contact
with management to ensure that its deliberations were fully informed.
The Committee ensures that no Director, Executive or employee takes
part in discussions or advice relating to his own remuneration or beneﬁts.

58%

XChief

Remuneration policy

23%

XCompany

3.

Conditions in the group

10%

4.

Developing practices

1.

Setting executive
remuneration

2.

XVP

EXTERNAL ADVISERS

Executive

XPwC

Human Resources

XAddleshaw

Goddard

Secretary

9%

3 The Directors do not receive personal pension contributions from the Group.
2

CO
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Level of bonus determined by:
200% of Salary

SHARE AWARDS

87/93

3 Financial Performance

(50%)

3 Operational Milestones

(30%)

3 Individual Performance

(20%)

3 Long Term Incentive Plan (“LTIP”) awards vest after three years and are subject to the following performance conditions:

HIKMA PHARMACEUTICALS PLC
ANNUAL REPORT 2012

TSR performance against the Comparator Group

50%

Sales growth

17%

EPS Growth

17%

Return on invested capital

17%
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Advice and Support
As in previous years, the Remuneration Committee received independent
advice on executive compensation from PricewaterhouseCoopers LLP,
which supports the committee and Corporate HR in the delivery and
development of our reward and human resources strategy. With the
exception of certain taxation advice, this is the only service provided
to Hikma by PricewaterhouseCoopers LLP during the year.
PricewaterhouseCoopers LLP adheres to the Remuneration Consultants
Group Code of Conduct, which provides a clear framework for our
relationship with our advisers while setting high professional standards.
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IMPROVING LIVES...
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Bonus potential:
3 Target
3 Exceptional
Bonus is subject to clawback provisions.
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3 Maximum award is 300% of salary (exceptional circumstances) – the operational maximum has been 200%.
3 The level of award depends on threshold performance requirements and no award will be released if the threshold
conditions for each criterion are not met.
3 The award is also subject to the clawback provisions.

86 HIKMA PHARMACEUTICALS PLC / ANNUAL REPORT 2012

70

HIKMA PHARMACEUTICALS PLC / ANNUAL REPORT 2012

87

PERF

ORM

ANCE

TEE

3 The Committee has implemented clawback provisions for the annual bonuses and LTIP awards
of Executive Directors and certain key Executives.

SHARE OWNERSHIP
REQUIREMENTS

THE BOARD
COMMITTEES

AT I O N C O M M I T

REMUNERATION POLICY (2013) SUMMARY

CLAWBACK
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ANNUAL REPORT ON REMUNERATION

Statement of voting at general meeting
(not auditable)
This disclosure is intended to improve the accountability of companies to their
shareholders and increase transparency over the level of support the company has
received for the remuneration policy and report. An explanation is required for any
signiﬁcant vote against either resolution. For these purposes, it appears that a negative
vote of around 20% would be considered signiﬁcant.
What is required:

Paragraph 23 of the Regulations

k A statement setting out for the most recent shareholder vote on the remuneration report
and remuneration policy:
– The percentage of votes cast for and against the resolution and the number of votes
withheld.
– Where there was a signiﬁcant vote against either resolution, a summary of the reasons
for the negative votes and any actions taken in response to those concerns.

What could add value:
k Tabulated disclosure.
k Details of votes for earlier years.
k Outcome of vote on new incentive plans.
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GENERICO EXAMPLE
What we have done
to make it work:
Generico Annual Report 2013
Generico Annual Report 2013

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

CONSIDERATION BY THE DIRECTORS OF MATTERS RELATING
TO DIRECTORS’ REMUNERATION

ADVISORS TO THE REMUNERATION COMMITTEE

The Remuneration Committee is responsible for recommending to the Board the remuneration policy
for EDs and the members of Executive Committee and for setting the remuneration packages for the
Chair, each ED and each member of the Executive Committee. The Committee also has oversight of the
remuneration policy and packages for other senior members of staff.

All members of the Committee are independent. They serve on the Committee for a minimum
three-year term and a maximum of six years.
As part of an effectiveness review for the entire board, an evaluation of the Remuneration
Committee was undertaken. We are pleased to report this review concluded that the Committee
has operated effectively.
Number of
meetings
during term

Member

Angela Hawker – Chair

Number of
meetings
attended

4

Fred Brighton – Stood down 3 May 2013
Terry Noble
Sarah Sands – Appointed 3 May 2013
Michael White – Appointed 3 May 2013

The Committee appointed and received advice over the year from independent remuneration
consultants HRS Consulting.
HRS Consulting were selected as advisors by the Committee through a competitive tendering
process and no conflicts of interests were identified.
Work undertaken by HRS Consulting for the Committee included updating the Committee
on trends in compensation and governance matters and advising the Committee in connection
with benchmarking of the total reward packages for the EDs and other senior members of staff.
A representative from HRS Consulting attends each meeting of the Remuneration Committee.
HRS Consulting do not provide any other advice or services to the company. They were paid £75,000
in two instalments based on hourly rates. HRS Consulting is a member of the Remuneration
Consultants’ Group and has signed up to that group’s Code of Conduct.

MEMBERS OF THE COMMITTEE

4

2

1

4

4

The Committee reviews the objectivity and independence of the advice it receives from HRS
Consulting at a private meeting in April each year. It is satisfied that HRS Consulting is providing
robust and professional advice. In the course of its deliberations, the Committee considers the views
of the Chief Executive on the remuneration and performance of the other members of the Executive
Committee. No other advisors have provided significant services to the Committee in the year.

2

2

STATEMENT OF VOTING AT GENERAL MEETING

2

2

At the last Annual General Meeting, votes on the remuneration report were cast as follows.

THE COMMITTEE’S ACTIVITIES DURING THE FINANCIAL YEAR
Meeting

Regular items

January

Review of KPIs for annual bonus; review of
achievement of performance conditions for
LTIP vesting; consideration of LTIP grants;
review of ﬁnal draft of remuneration report

March

Conﬁrmation of bonus payable; approval of
overall bonus spend; conﬁrmation of LTIP
grants; setting performance conditions for
2013 LTIP grants; consideration of salary
review proposals for company and EDs;
ﬁnalisation of remuneration report

For
%
Number

Ad hoc items

78.0%
18.0%
607,918,974 140,288,994

2011 remuneration
report

89.1%
670,032,000

2010 remuneration
report
Approval of 2010 LTIP

June

Conﬁrmation of salary increases for EDs
and members of the Executive Committee;
review of outcome from AGM

Finalisation of termination package
for Robert Black; Consideration of
remuneration package for Gary Gold

November

Consideration of any changes to remuneration
policy required; review of Remuneration
Committee advisors

Appointment of new advisors; Review
of new-style remuneration report

Against
%
Number

2012 remuneration
report

8.4%
63,168,000

Abstain
%
Number

4.0%
3,117,532

Reason for votes
against, if known

Lack of clarity over
bonus KPIs

Action taken
by Committee

Increased disclosure
in 2013 remuneration
report

2.5%
18,800,000

N/A

N/A

95.6%

3.8%

0.6%

N/A

N/A

98.0%
739,304,160

1.4%
10,561,488

0.6%
4,526,352

N/A

N/A

The disclosure in the 2014 remuneration report will include details of the binding shareholder vote
on directors’ remuneration policy.

ADVISORS TO THE REMUNERATION COMMITTEE
The Committee appointed and received advice over the year from independent remuneration
consultants HRS Consulting.

20
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HRS Consulting were selected as advisors by the Committee through a competitive tendering
process and no conflicts of interests were identified.
Work undertaken by HRS Consulting for the Committee included updating the Committee
on trends in compensation and governance matters and advising the Committee in connection
with benchmarking of the total reward packages for the EDs and other senior members of staff.
A representative from HRS Consulting attends each meeting of the Remuneration Committee.
HRS Consulting do not provide any other advice or services to the company. They were paid £75,000
in two instalments based on hourly rates. HRS Consulting is a member of the Remuneration
Consultants’ Group and has signed up to that group’s Code of Conduct.
The Committee reviews the objectivity and independence of the advice it receives from HRS
Consulting at a private meeting in April each year. It is satisfied that HRS Consulting is providing
robust and professional advice. In the course of its deliberations, the Committee considers the views
of the Chief Executive on the remuneration and performance of the other members of the Executive
Committee. No other advisors have provided significant services to the Committee in the year.

STATEMENT OF VOTING AT GENERAL MEETING
At the last Annual General Meeting, votes on the remuneration report were cast as follows.
For
%
Number

Against
%
Number

Abstain
%
Number

2012 remuneration
report

78.0%
18.0%
607,918,974 140,288,994

4.0%
3,117,532

2011 remuneration
report

89.1%
670,032,000

8.4%
63,168,000

2.5%
18,800,000

N/A

N/A

2010 remuneration
report

95.6%

3.8%

0.6%

N/A

N/A

98.0%
739,304,160

1.4%
10,561,488

0.6%
4,526,352

N/A

N/A

Approval of 2010 LTIP

Reason for votes
against, if known

Action taken
by Committee

Lack of clarity over
bonus KPIs

Increased disclosure
in 2013 remuneration
report

Including voting outcome for three years.

The disclosure in the 2014 remuneration report will include details of the binding shareholder vote
on directors’ remuneration policy.
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To see more on this example, refer to
page 21 of the Generico report in the
appendix at the back of this document.

EXAMPLES TAKEN FROM
2012/13 REMUNERATION REPORTS
ximum

St. James’s Place plc

ut of 3
ut of 3
ut of 1

With a 99.3% vote in favour, there is clearly no particular issue
to be followed up with shareholders.

oa

See St. James’s Place plc annual report 2012 page 74
www.sjp.co.uk

ng.
of the
ces:

provided any other services to the Company during the year
other than some consultancy work relating to the property fund
which Aon Hewitt provided to the Investment Committee and
further consultancy work relating to hedge funds. The total fees
paid to Aon Hewitt for consultancy work during the year
was £113,000.
The Remuneration Committee is satisfied that these additional
services in no way compromised the independence of advice
provided by New Bridge Street to the Committee.
Statement of Shareholding Voting at AGM
At last year’s AGM, the Directors’ Remuneration Report
received the following votes from shareholders:

e, legal
of the
they
rate or
de
es of

Directors’ Remuneration Report continued

Business Review
Corporate Governance
Financial Statements
Other Information

ST. JAMES’S PLACE

Implementation Report
How the Committee operates to set the Remuneration
Policy
The Remuneration Committee, on behalf of the Board,
determines the Company’s remuneration policy and the
remuneration packages of the Executive Directors of the
Company and the Chairman. In addition, the Committee
monitors the remuneration of the senior management team,
including the Group Risk Director and his colleagues in the Risk
Division, and oversees the operation of the executive long-term
incentive schemes and all employee share schemes.
The membership and terms of reference of the Committee are
reviewed annually and the terms of reference are available on the
Company’s website.
Membership of and attendance at the Remuneration
Committee meetings
The members of the Committee (all independent Non-executive
Directors) are set out below as well as their attendance at
meetings during the financial year:
Number of meetings attended out of
potential maximum

Name

Sarah Bates
(Committee Chairman)
Vivian Bazalgette
Baroness Wheatcroft

3 out of 3
2 out of 3
1 out of 1

Vivian Bazalgette was not able to attend one meeting due to a
prior commitment, but reviewed the papers and gave his
comments to the Committee Chairman prior to the meeting.
There is a good level of communication between members of the
Committee between meetings.

ST. JAMES’S PLACE PLC ANNUAL REPORT AND ACCOUNTS 2012

The Committee receives advice from several different sources:
– The Company Secretary who acts as Secretary to the
Committee and provides advice on corporate governance, legal
and regulatory issues as well as the design and operation of the
long-term incentive schemes.
– Members of the executive team or other third parties as they
see fit including:
– The Chief Executive to provide information on corporate or
individual performance to the Committee, or to provide
recommendations regarding the remuneration packages of
individual Directors.
– The Chairman to provide information on the performance
of individual Directors, including the Chief Executive.
– The Chief Financial Officer to provide financial information
relating to the Group.
– The Chairman of the Risk Committee as part of the
Company’s risk management process.
– New Bridge Street as independent adviser to the Committee.

74

Any recommendations from the management team are discussed
by the Committee and adopted or amended as the Committee
sees fit. No Director is present at any part of a meeting of the
Committee when their individual remuneration or contractual
terms are being discussed.
Advisors to the Committee
The Committee is advised by independent remuneration
consultants New Bridge Street (a trading name of Aon Hewitt
Limited being an Aon plc company).
New Bridge Street is in regular contact with the Remuneration
Committee Chairman to discuss remuneration matters which are
of particular relevance to the Company, and how best it can work
with the Company to meet the Committee’s needs. New Bridge
Street is a signatory to the Remuneration Consultants’ Code
of Conduct.
The total fees paid to New Bridge Street for the advice provided
to the Committee during the year was £80,165. Fees are charged
predominately on a ‘time spent’ basis.
Neither New Bridge Street, nor its parent company Aon plc, has
provided any other services to the Company during the year
other than some consultancy work relating to the property fund
which Aon Hewitt provided to the Investment Committee and
further consultancy work relating to hedge funds. The total fees
paid to Aon Hewitt for consultancy work during the year
was £113,000.
The Remuneration Committee is satisfied that these additional
services in no way compromised the independence of advice
provided by New Bridge Street to the Committee.
Statement of Shareholding Voting at AGM
At last year’s AGM, the Directors’ Remuneration Report
received the following votes from shareholders:

Remuneration Report
Total number of votes

% of votes cast

For
Against
Abstentions

423,055,306
2,945,481
104,101

99.3%
0.7%
N/A

Total

426,104,888

100%

ance
.
mation

Total Shareholder Return performance
The graph below shows a comparison of the Company’s TSR performance against the FTSE All-Share index over the last five financial
years. The Company considers this to be the most appropriate comparative index, given the broad nature of the index and the
companies within it.
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St. James’s Place Total Return

2012

FTSE All Share Total Return

Directors’ Remuneration (audited)
The information set out in the following tables are subject to audit. These tables have been prepared in accordance with the
requirements of the existing Schedule 8 legislation, which remains the basis for statutory reporting until the new regulations take
effect in October 2013.
Total Directors’ remuneration for the year ended 31 December 2012 is shown below, with comparative figures for the year ended
31 December 2011:

Aggregate emoluments
Fees to Non-executive Directors
Emoluments to Executive Directors
Aggregate gains on exercise of share awards
Company contributions to money purchase pension schemes – see note(iii) to the following table

Year ended
31 December
2012

Year ended
31 December
2011

£

£

527,187
428,025
2,466,254 3,152,584
3,016,563 1,949,983
294,600 354,668
6,304,604 5,885,260

Remuneration Report
Total number of votes

% of votes cast

For
Against
Abstentions

423,055,306
2,945,481
104,101

99.3%
0.7%
N/A

Total

426,104,888

100%

St. James’s Place plc

Registered No. 03183415
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Anglo American plc
The Company has responded to a more signiﬁcant vote
against the remuneration report by enhancing disclosure
relating to bonuses.
See Anglo American plc annual report 2012 page 127
www.angloamerican.com

Figure 26: Response to 2012 AGM shareholder voting
Number of v
Vote

Advisory
vote on 2011
remuneration
report

For

Against

Abs

716,506,271
(87%)

110,627,621
(13%)

14,065,3

7. OTHER INFORMATION
REQUIRED
GOVERNANCE DIRECTORS’ REMUNERATION REPORT

A BALANCED
PORTFOLIO

6. REMUNERATION COMMITTEE
IN 2012
Membership
The Committee comprised the
non-executive directors shown
on the left during the year ended
31 December 2012.

Sir Philip Hampton

Committee members during 2012
The Company’s chief executive
attends the Committee meetings by
invitation and assists the Committee
in its deliberations, except when issues
relating to her own compensation are
discussed. No directors are involved
in deciding their own remuneration.
In 2012, the Committee was advised by
the Company’s Human Resources and
Finance functions and, speciﬁcally, by
Mervyn Walker and Chris Corrin. It also
took external advice as shown in the
table below.

Number of votes

Advisory
vote on 2011
remuneration
report

Advisers

Pricewaterhouse
Coopers
LLP (PwC)

Sir CK Chow

Jack Thompson

Fees for Committee
assistance

Investment advisers,
actuaries and auditors
for various pension
schemes; advisers on
internal audit projects;
taxation, payroll and
executive compensation
advice

£9,000

Linklaters LLP
(Linklaters)

Appointed by the Company,
with the agreement of the
Committee, to provide
legal advice on long-term
incentives and directors’
service contracts

Legal advice on certain
corporate matters

£5,000

Engaged by the Committee to
review the Committee’s
processes on an annual basis,
in order to provide shareholders
with assurance that the
remuneration processes the
Committee has followed are in
line with stated policy and that
the Committee has operated
within its Terms of Reference

Investment advisers and
actuaries for various
pension schemes

£11,000

Human resources
advisers on various
reward and other matters

£25,000

This review was carried out on
the 2011 report although will not
be done going forward
Towers Watson
(TW)

The Human Resources function
engaged Towers Watson to
assist with the preparation of the
2012 remuneration report

Deloitte LLP
(Deloitte)

In their capacity as Group
auditors, Deloitte undertake an
audit of sections 3 and 4 of the
remuneration report annually.
However, they provide no advice
to the Committee

Against

110,627,621
(13%)

Abstain

Any issues raised and Company response

14,065,303 Comments from investors
at the time of the 2012 AGM
have led to enhanced
disclosure relating to bonuses

140
120
100
80

Other services provided
to the Company

Mercer Limited
(Mercer)

Peter Woicke

ANNUAL REPORT 2012

Appointed by the Company,
with the agreement of the
Committee, to provide specialist
valuation services and market
remuneration data

For

716,506,271
(87%)

7. OTHER INFORMATION
REQUIRED

Figure 25: External advisers and fees

David Challen

FIGURE 27: HISTORICAL
COMPARATIVE TSR
PERFORMANCE GRAPHS

Figure 26: Response to 2012 AGM shareholder voting

Vote

n/a

The information included in this
section has been included to ensure
compliance with the Company’s
current disclosure obligations
under the Large and Medium Sized
Companies and Groups (Accounts
and Reports) Regulations 2008 (the
Regulations). This information is not
expected to be required under the
revised version of the Regulations
which will apply to the 2013 Directors’
Remuneration Report.
7.1 Five-year relative TSR graphs
The top chart in Figure 27 shows the
Company’s TSR performance against
the performance of the FTSE 100
Index from 1 December 2008 to
31 December 2012. The FTSE 100
Index was chosen as being a broad
equity market index which includes
companies of a comparable size and
complexity to Anglo American.
The bottom chart in Figure 27 shows
the Company’s performance against
a weighted Sector Index comparator
group over the same ﬁve-year period.
The Sector Index comparator group
is the same as used to measure the
Company’s performance for the
purposes of the vesting of LTIP
interests conditionally awarded in
2010. This graph gives an indication
of how the Company is performing
against the targets in place for LTIP
interests already granted, although the
speciﬁcs of the comparator companies
for each year’s interests may vary to
reﬂect changes such as mergers and
acquisitions among the Company’s
competitors or changes to the
Company’s business mix.

TSR is calculated in US dollars,
and assumes all dividends are
reinvested. The TSR level shown
as at 31 December each year is the
average of the closing daily TSR
levels for the ﬁve-day period up to
and including that date.
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WITH THE FUTURE IN MIND

COMMITTEE
MEMBERS
DURING 2012
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Source: Thomson Datastream

The information included in this
section has been included to ensure
compliance with the Company’s
current disclosure obligations
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APPROVAL
This directors’ remuneration report
has been approved by the Board of
directors of Anglo American plc.
Signed on behalf of the Board
of directors.
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Sir Philip Hampton
Chairman, Remuneration Committee

20

14 February 2013
2007 2008 2009
Anglo American
Source: Thomson Datastream

2010 2011 2012
LTIP sector comparator

Note: Certain overseas operations within the Group are also provided with audit related services from Deloitte’s and PwC’s worldwide member ﬁrms
and non-audit related services from Mercer’s worldwide member ﬁrms and TW.
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Anglo American plc Annual Report 2012
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Appendix: Introducing Generico
The next section of this document
features a remuneration report that
we have mocked up for our ﬁctitious
company, Generico.
We have developed the company’s remuneration story from
the last Executive Remuneration edition of Report Leadership
and amended the report to comply with our understanding of
the Regulations. Although we have endeavoured to cover as
many as possible of the difﬁcult areas under the Regulations,
we have not been able to address all of the issues that are likely
to emerge as companies begin to implement the Regulations.
The Generico remuneration report is based on our understanding
and interpretation of the Regulations and our view of remuneration
market practice as at the end of September 2013.

74

GENERICO ANNUAL REPORT 2013
plotting the right course
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ANNUAL STATEMENT
FROM THE REMUNERATION COMMITTEE CHAIR

DEAR SHAREHOLDER,

Angela Hawker
Chairman, Remuneration Committee

The Remuneration Committee (‘the Committee’)
is grateful for all the support it has received
from investors over the course of the year
while consulting on the proposed changes to
remuneration policy. As required by the Large
and Medium-sized Companies and Groups
(Accounts and Reports) (Amendment)
Regulations 2013, the rest of this remuneration
report is split into two parts:
t The directors’ remuneration policy sets out the
company’s proposed policy on directors’
remuneration for three years from the 2014
AGM and two subsequent financial years and
the key factors that were taken into account in
setting the policy. The directors’ remuneration
policy part is subject to a binding shareholder
vote at this year’s AGM and after that at least
every third year.
t The annual report on remuneration sets out
payments and awards made to the directors
and details the link between company
performance and remuneration for the 2013
financial year. The annual report on
remuneration together with this letter is
subject to an advisory shareholder vote at the
AGM in April 2014.

2013
As set out in the annual report on remuneration,
again the company has performed well overall
on our key metrics. Performance was excellent
against our primary measures of market share
and safety. Unfortunately, there was a problem
with one of our products, which had to be
recalled, and consequently the annual bonus
payments were lower than performance would
otherwise indicate.
In addition we experienced greater employee
attrition than we would have liked.

t We are simplifying our LTIP by:
– reducing the size of awards
– removing the EPS performance condition
– introducing a ROCE underpin for vesting.
t Further changes to the LTIP are as follows:
– The LTIP participants will receive dividend
equivalents at the end of the three-year
vesting period.
– Claw back provisions are being introduced.
The Committee has undertaken a review of the
consistency of remuneration policy across the
group and is satisfied that an appropriate reward
structure exists below board level to recognise
and retain our top talent.

CHANGES TO THE BOARD
DURING THE YEAR
Robert Black retired on 19 July 2013, on the
grounds of ill health, after 15 years of service.
The Committee considered it appropriate to
award him a part-year bonus and his outstanding
awards will vest on a pro-rata basis to the extent
that the performance conditions were met at the
date of retirement. Gary Gold joined the board
to take over Robert Black’s responsibilities on
1 September 2013, and we welcome him to our
team. His remuneration package is broadly in line
with those of the other Executive Directors (EDs).
Fred Brighton retired from the Committee and the
Board at the 2013 AGM having served nine years
as a NED. I would like to take this opportunity to
thank him formally for his six years of dedicated
service to the Committee.

IN CONCLUSION

In building for the future, we feel that greater
attention needs to be paid to our ROCE.
As detailed in the policy report we have decided
to introduce an underpinning measure to LTIP.

We have provided an ‘At a glance’ summary
of 2013 remuneration and performance
immediately after this letter. The annual report
on remuneration provides further details and
the directors’ remuneration policy sets out how
we are building for the future.

We have taken into account the shareholders’
concerns over recent increases in executive pay
at Generico and accordingly:

I hope that we can rely on your vote in favour
of the annual report on remuneration and our
directors’ remuneration policy for future years.

t We are maintaining our restraints on executive
base salary with increases restricted to
inflation, except where there is a change in role.

Angela Hawker
Chair, Remuneration Committee

LOOKING FORWARD

02

t We are introducing mandatory deferral of 50%
of annual bonuses over a period of three years
with claw back where there is a significant
restatement of the financial statements or the
individual is dismissed for cause.

Generico Annual Report 2013
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AT A GLANCE

In this section, we summarise the purpose of our remuneration policy, its linkage to our corporate
strategic objectives and we highlight the performance and remuneration outcomes for 2013.
More detail can be found in the annual report on remuneration.

THE PRINCIPLES OF OUR
REMUNERATION POLICY

HOW HAS THE STRUCTURE CHANGED YEAR-ON-YEAR?
PROPOSED CHANGES TO REMUNERATION POLICY

Competitive
Below-median salaries plus above-median
incentives provide opportunity for highly
competitive total reward for superior
performance.

Element

Operation of the element

Maximum potential value

Performance metrics used,
weighting and time period applicable

Base salary

No change

No change

N/A

Beneﬁts

No change

No change

N/A

Annual bonus

Introduced mandatory
deferral of 50%
of all bonuses

No change

Changes in weighting of bonus
KPIs to reﬂect individual
executive directors’ responsibility

Long-term
incentive

No change

Reduction in overall grant
from 200% of salary to 150%
of salary to reﬂect removal
of EPS requirement

Removal of EPS condition for
part of award and introduction
of ROCE underpin

Introduction of maximum
pension allowance of 35%
of salary

N/A

Pension

Closure of deﬁned
beneﬁt scheme to
further accrual

HOW HAVE WE PERFORMED AGAINST OUR CORPORATE
PERFORMANCE OBJECTIVES?
Bonus KPIs

% of max
achieved

Target

Actual

AWB market share

21–23%

24%

100%

GPS market share

4.5–5.5%

6%

100%

AWB operating margin

12.5–15.5%

16%

100%

GPS operating margin

7.2–8.8%

9%

100%

Defect rate per million

0.77–0.63

0.85

0%

29.7–24.3%

28%

69%

Employee retention
2011 conditional share awards – performance conditions

Target

Actual

% vesting

Total shareholder return ranking against peer group

Rank of 5th to
3rd or higher

4th

31.25%

Annual average real growth in EPS over three years

5%–7.5%
per annum

9% per
annum

50%

SINGLE TOTAL FIGURE OF REMUNERATION FOR EDS FOR 2013
Taxable
beneﬁts
£’000

Bonus
£’000

LTIP
£’000

Pension
£’000

Total
£’000

Gene Rico

750

16

1,050

900

225

2,941

Nigel Mitchell

450

8

617

300

135

1,510

Robert Black

179

6

273

225

54

737

Sarah Collins

400

7

548

250

120

1,325

Gary Gold
Total

Shareholder aligned
A considerable part of the reward is related to
share price performance and is paid in shares
that have to be retained until minimum
shareholding requirements have been met.
Simple and transparent
All aspects of the remuneration structure
are clear to employees and openly
communicated. This supports our aim of
engendering fairness and teamwork across
the organisation.

WHAT ARE OUR
STRATEGIC PRIORITIES?
1 MARKET COMPETITIVENESS
a. Meeting customer expectations
b. Developing next-generation products
c. Maintaining market share in our
core products

2 OPERATIONAL EXCELLENCE

Salary
£’000

Executive
Directors

Performance linked
A significant part of EDs’ reward is
determined by the company’s success.
Failure to achieve threshold levels
of performance results in no payout under
short- or long-term incentives.

133

7

172

0

40

352

1,912

44

2,660

1,675

574

6,865

a. Maintaining quality
b. Achieving budgeted operating margins

3 SHAREHOLDER VALUE
a. Delivering consistent
shareholder returns
b. Maintaining an appropriate ROCE
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DIRECTORS’ REMUNERATION POLICY

The policy described in this part is intended to
apply for three years beginning on the date of the
2014 AGM subject to shareholder approval. To aid
understanding of this report, we have included
explanations of how our forward-looking policy
differs from the policy in operation for the 2013
financial year.
The directors’ remuneration policy will be
displayed on the company’s website, in the
investor relations area, immediately after the
2014 AGM.
The Committee considers the remuneration
policy annually to ensure that it remains aligned
with business needs and is appropriately
positioned relative to the market. However,
there is no intention to revise the policy more
frequently than every three years. We use target
performance to estimate the total potential
reward and benchmark it against reward
packages paid by Generico’s competitors.
The companies in the peer group are of a similar
size and complexity to Generico, but the peer
group is kept under review as different companies
enter the market or change their size or the main
characteristics of their business.
We also look at reward arrangements in other
types of high growth technology-based
companies, as these are potential competitors
for talent. For completeness, we examine market
reward data for all UK industrial companies
of a similar scale and international spread
to Generico. These wider reviews are a risk
management exercise to ensure that we do not
inadvertently lose talent by falling behind the
broader marketplace.
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BALANCING SHORT- AND
LONG-TERM REMUNERATION
Based on our view of current market practice, and
the principles of our remuneration policy, we have
established the remuneration policy set out in this
report. Fixed annual elements – including salary,
pension and benefits – are to recognise the status
of our executives and to ensure current and
future market competitiveness. The short- and
long-term incentives are to motivate and reward
them for making Generico successful on a
sustainable basis.
The shareholding linkage cements the
relationship between the EDs’ personal returns
and those of the company’s investors. Long-term
incentives, in the form of conditional share
awards are granted annually and EDs are
expected to retain vested shares (after they
have paid income tax and National Insurance
contributions in respect of the awards) until
they have met their shareholding requirement.
The Committee reserves discretion to flex the
weighting of annual bonus KPIs from year to year
in order to ensure that the EDs are incentivised to
drive performance through the company’s core
strategic objectives.

OUR PEER GROUP COMPANIES
The peer group for benchmarking
purposes currently consists of the
following companies:
t AMT Marine
t Boats Electronics
t Emmaworth Systems Ltd
t Findme Inc
t Janling Technologies
t Kever International
t MJO Navigation
t Ricorp Marine Inc.
t Trilight Corporation
t Weston Group Inc.
This group is used for all reward
benchmarking purposes and consists of the
same companies as those we monitor against
the company’s business performance.
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FUTURE POLICY TABLE
How the element supports
our strategic objectives

Operation of the element

Maximum potential value and payment
at threshold

Performance metrics used, weighting
and time period applicable

Increases only for inﬂation and in line
with other employees unless there
is a change in role or responsibility.
Annual rate for each ED is set out in
the Statement of implementation of
remuneration policy for 2013 and 2014
on pages 11 and 19

None

BASE SALARY
To recognise status and responsibility to
deliver strategy

Base salary is paid in 12 equal monthly
instalments during the year
Salaries are reviewed annually and any
changes are effective from 1 July in the
ﬁnancial year

BENEFITS
To provide beneﬁts consistent with role

Generico pays the cost of providing
the beneﬁts on a monthly basis or
as required for one-off events such
as receiving ﬁnancial advice

Cost of independent ﬁnancial advice,
None
car allowance and medical assessments
and other beneﬁts provided from time
to time

ANNUAL BONUS
To ensure a market competitive package Annual bonuses are paid three months
and link total cash reward to achievement after the end of the ﬁnancial year end to
of company business objectives
which they relate
50% of the total bonus amount is
deferred for three years in Generico
shares. The remaining 50% is paid
immediately in cash

Maximum bonus potential:

AWB market share

175% of salary for the CEO

GPS market share

150% of salary for other EDs

AWB operating margin

There is no minimum payment at
threshold performance

GPS operating margin
Defect rate per million
Employee retention

A claw back facility will apply under
which part or all of the cash and
deferred bonus can be recovered if
there is a restatement of the ﬁnancial
accounts or the individual is terminated
for misconduct

Performance is measured over the
ﬁnancial year
The Committee has discretion to vary
the weighting of these metrics over the
life of this remuneration policy

LONG-TERM INCENTIVE PLAN (LTIP)
To augment shareholder alignment by
providing EDs with longer term interests
in shares

Annual grants of conditional share
awards based on the achievement
of proﬁt targets
A claw back facility is in operation under
which part or the whole of the LTIP
award can be recovered if there is a
restatement of the ﬁnancial accounts or
the individual is dismissed for cause

Maximum grant permitted is 150%
of salary

Service and performance conditions
must be met over a three-year period

Normal grant level expected to be
between 100% and 125% of salary

25% vesting if TSR ranked 5th in our
peer group

Grant size determined by reference
to achievement of proﬁt targets

100% vesting if TSR ranked 3rd or higher
in our peer group

Vesting is dependent on service and
performance conditions

Pro-rata vesting in between 5th and
3rd rankings

20% vests at threshold performance

Underpinning requirement that
ROCE should average 10% over
three-year period
The Committee has discretion to vary
the weighting of performance metrics
over the life of this remuneration policy
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DIRECTORS’ REMUNERATION POLICY continued

FUTURE POLICY TABLE continued
How the element supports
our strategic objectives

Operation of the element

Maximum potential value and
payment at threshold

Performance metrics used, weighting
and time period applicable

Under the DB scheme, a maximum of
two-thirds of ﬁnal salary accrued at
1/60th for each year of service

None

PENSION
To provide funding for retirement

DB scheme closed to new entrants
Cash allowance available for those
not participating in DB scheme or
whose participation exceeds one
or more tax allowances

Annual allowance of up to 30% of salary,
reduced proportionately for participants
in DB scheme

SHAREHOLDING REQUIREMENT
To strengthen alignment between
interests of EDs and those
of shareholders

EDs must build up a shareholding over
ﬁve years

CEO – 250% of salary
Other EDs – 150% of salary

Unvested LTIP or deferred shares are
not taken into account. Share price is
measured at end of each ﬁnancial year
All LTIP or deferred share awards vesting
(net of income tax and National Insurance
contributions) must be retained until
shareholding requirement met

PROVISIONS OF PREVIOUS POLICY THAT WILL CONTINUE TO APPLY – LTIP AWARDS MADE IN 2012 AND 2013
To align interests of EDs with those
of shareholders

The outstanding awards under the
LTIP will continue to form part of the
remuneration policy until vesting

A maximum of 175% of salary

Relative TSR and Earnings per Share
growth measures

NOTES TO THE POLICY TABLE
PERFORMANCE MEASURES AND TARGETS
The Committee selected the performance conditions because these are central to the company’s overall strategy and are the key metrics used by the EDs to
oversee the operation of the business. The performance targets are determined annually by the Committee following consultation with the Audit and Risk
Committee and are typically set at a level that is above the level of the company’s forecasts.
The Committee is of the opinion that the performance targets for the annual bonus are commercially sensitive in respect of the company and that it would be
detrimental to the interests of the company to disclose them before the start of the financial year. The targets will be disclosed after the end of the relevant
financial year in that year’s remuneration report.

CHANGES TO REMUNERATION POLICY FROM THAT OPERATING IN 2013 AND 2012
Element

Operation of the component

Maximum potential value

Performance metrics used, weighting
and time period applicable

Base salary

No change

No change

No change

Beneﬁts

No change

No change

No change

Annual bonus

Previously no mandatory deferral
or claw back provision

No change

Previously individual director
KPI weightings

Long-term incentive

Introduction of claw back

Reduction in overall grant from 200%
of salary to 150% of salary to reﬂect
removal of EPS requirement

Removal of EPS condition for part
of award and introduction of
ROCE underpin

Pension

No change

No change

No change
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DIFFERENCES IN REMUNERATION POLICY FOR ALL EMPLOYEES
All employees of Generico are entitled to base salary, benefits, pension and annual bonus. The maximum
opportunity available is based on the seniority and responsibility of the role.
Conditional share awards are only available to senior executives and directors. Since 2012, share options
grants have been made only to employees below senior executive level.

STATEMENT OF CONSIDERATION OF EMPLOYMENT CONDITIONS
ELSEWHERE IN THE COMPANY
The Committee invites the HR Director to present at its meeting in March on the proposals for salary
increases for the employee population generally and on any other changes to remuneration policy
within the company. The Committee limits any salary increases for EDs to the inflationary increase
available to employees unless there has been a change in role.
The HR Director consults with the Committee on the KPIs for EDs’ bonuses and the extent to which
these should be cascaded to other employees. The Committee approves the overall annual bonus cost
to the company each year. The Committee has oversight over the grant of all LTIP awards across
the company.
The company will be including questions on the appropriateness of the pay arrangements within the
company in its Your Direction employee survey in the coming year. It does not specifically invite
employees to comment on the directors’ remuneration policy but any comments made by employees
are taken into account.
The Committee is provided with data on the remuneration structure for senior management in the
three tiers below ED and uses this information to work with the human resources team to ensure
consistency of approach throughout the company.

APPROACH TO RECRUITMENT REMUNERATION
Generico operates in a highly specialised sector and many of its competitors for talent are outside
the UK. The Committee’s approach to recruitment remuneration is to pay no more than is necessary
to attract appropriate candidates to the role.
Where it is necessary to ‘buy out’ an individual’s awards from a previous employer, the Committee will
seek to match the expected value of the awards by granting awards that vest over a time frame similar to
those given up, with a commensurate reduction in quantum where the new awards will be subject to
performance conditions that are not as stretching as those on the awards given up.
Any new ED’s package would include the same elements, and be subject to the same constraints,
as those of the existing EDs, as shown below.
Element of remuneration

Maximum percentage of salary

Salary

–

Beneﬁts

Dependent on circumstances

Annual bonus

150%/175%*

Long-term incentives

100%/125%*

Pension allowance

30%

* Higher percentage payable for CEO appointment
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DIRECTORS’ REMUNERATION POLICY continued

SERVICE CONTRACTS AND POLICY ON PAYMENT FOR LOSS OF OFFICE
Standard provision

Policy

Details

Other provisions in service contracts

Notice periods in ED’s service contracts

12 months' notice from company

EDs may be required to work during the
notice period or may be provided with
pay in lieu of notice if not required to
work the full notice period

Gene Rico has a non-compete provision
in his service contract for the period of
notice. This term was agreed
prior to 27 June 2012

12 months' notice from ED

All EDs are subject to annual re-election
Compensation for loss of ofﬁce in
service contracts

No more than 12 months' salary,
pension and beneﬁts

Payable monthly and subject to
mitigation if ED obtains alternative
employment

Treatment of annual bonus on
termination under plan rules

No payment unless employed on date
of payment of bonus except for ‘good
leavers’: death, disability, redundancy
and other circumstances at the
Committee’s discretion

‘Good leavers’ are entitled to a bonus
pro-rated to the period of service during
the year

All awards lapse except for ‘good
leavers’: death, disability, redundancy,
and other circumstances at the
Committee’s discretion

For ‘good leavers’, vesting is dependent
on performance to date of leaving and
pro-rated for period employed

Exercise of discretion

Intended only to be relied upon
to provide ﬂexibility in unusual
circumstances

The Committee’s determination will
take into account the particular
circumstances of the ED’s departure
and the recent performance of
the company

Outside appointments

EDs may accept one Board appointment
in another listed company

Chairman's approval must be sought
before accepting appointment. Fees may
be retained by director. None of the EDs
holds an outside appointment currently

NEDs

No notice period; appointed for initial
three-year term; normally serve two
terms, exceptionally three

All NEDs are subject to annual
re-election. No compensation payable
if required to stand down

Treatment of unvested long-term
incentive and deferred share awards
on termination under plan rules

At the time of his recruitment it was
agreed that Gene Rico’s contract
should provide for payment of an
amount equal to the average of the last
three years’ bonuses on termination
in the event of a change of control.
This was necessary to secure
his appointment

The Committee has discretion to reduce
the entitlement of a ‘good leaver’
in line with performance and the
circumstances of the termination
Gene Rico’s contract states that
awards will not be pro-rated for
period employed

The Committee has discretion to vary
the level of vesting

Copies of directors’ service contracts and letters of appointment are available for inspection at the company’s registered office and can also be viewed on our
website. The dates of their service contracts and letters of appointment and details of the outstanding term are shown below.

DATES OF DIRECTORS’ SERVICE CONTRACTS/ LETTERS OF APPOINTMENT
Standard provision

Date of service contract/ letter of appointment

Gene Rico

12.12.2005

Nigel Mitchell

10.09.2003

Sarah Collins

15.05.2008

Gary Gold

01.09.2013

Antony Wilder

16.03.2009

Angela Hawker

10.04.2009

Terry Noble

15.03.2010

Alan Richman

15.03.2010

Sarah Sands

20.04.2013

Michael White

20.04.2013

All directors are put forward for re-election at each AGM
ED’s service contracts include a 12-month outstanding term
NEDs’ letters of appointment contain no notice period
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TOTAL REMUNERATION OPPORTUNITY
The total remuneration for each of the EDs that could result from the proposed remuneration policy in 2014 under three different performance levels
is shown below.

GENE RICO
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £1,011

47%

31%

30%

41%

Annual variable
Multiple period variable
22%

Total £2,166
29%

Total £3,321

NIGEL MITCHELL
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £603

51%

29%

34%

39%

Annual variable
Multiple period variable
20%

Total £1,178
26%

Total £1,753

SARAH COLLINS
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £552

51%

29%

34%

29%

Annual variable
Multiple period variable
20%

Total £1,084
26%

Total £1,615

GARY GOLD
PERCENTAGES/AMOUNTS (£,000’s)
Fixed elements
Fixed pay
On-target
Maximum

100%

Total £457

47%

32%

31%

41%

Annual variable
Multiple period variable
21%

Total £970
28%

Total £1,482

Notes:
t Fixed pay is base salary for 2014 plus the value of pension and benefits.
t The value of pension and benefits in kind is taken from the single total figure of remuneration for 2013.
t On-target performance is the level of performance required to deliver 50% of the maximum annual bonus and 50% of the full LTIP award.
t Maximum performance would result in the maximum bonus payment and 100% vesting of LTIP award.
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DIRECTORS’ REMUNERATION POLICY continued

NEDS’ FEES POLICY
Fees for NEDs
How the element supports our
strategic objectives

Operation of the element

To attract NEDs who have a broad range
of experience and skills to oversee the
implementation of our strategy

NEDs’ fees are set by the Board as a
whole; the Chairman’s fees are set by
the Committee

Maximum potential value and payment
at threshold

Performance metrics used, weighting and
time period applicable

Current fee levels are shown in the
section on implementation of policy

NEDs are not eligible to participate in
any performance-related arrangements

Annual fees are paid in 12 equal monthly
instalments during the year
Fees are reviewed every two years
against those for NEDs in companies of
similar scale and complexity
Fees were last reviewed at the end of
2012 and will be increased with effect
from 1 July 2013
NEDs are not eligible to receive beneﬁts
and do not participate in incentive
or pension plans

STATEMENT OF CONSIDERATION OF SHAREHOLDER VIEWS
The Committee consults with the company’s top ten shareholders in the first quarter of each financial year to understand their expectations with regard to
executive remuneration and any changes in shareholder views. This year, major shareholders were consulted on the proposed changes to remuneration policy
outlined in the Annual Statement. The Committee responded to shareholders’ feedback by reducing the size of awards and including a claw back provision
on the LTIP. The shareholders consulted indicated that they would be supportive of the company’s directors’ remuneration policy after these amendments
had been incorporated.
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ANNUAL REPORT
ON REMUNERATION
STATEMENT OF IMPLEMENTATION OF REMUNERATION POLICY IN 2013
The differences between the remuneration policy for 2013 and the policy on which shareholders will vote at the 2014 AGM are set out below.
Component

Operation of the component

Maximum potential value

Performance metrics used, weighting and
time period applicable

Base salary

No difference

No difference

N/A

Beneﬁts

No difference

No difference

No difference

Annual bonus

No mandatory deferral or claw back
provision for 2013 bonus

No difference

In 2013, the annual bonus was based
on the following metrics:
AWB market share
GPS market share
AWB operating margin
GPS operating margin
Cash added value
Defect rate per million
Employee retention
Each ED had differently weighted KPIs

LTIP

No mandatory claw back provision
for 2013 awards

Maximum grant 200% of salary;
normal grant policy:

50% of award dependent on TSR ranking
against peer group

CEO – 175% of salary

50% of award dependent on average
annual real growth in EPS

Other EDs – 150% of salary

Details of performance targets are provided later in this report.
None of the EDs received an increase in base salary last year.

BASE SALARY
Base salary
£’000
1 July 2013

Percentage
increase

1 July 2012

Gene Rico

750

750

0%

Nigel Mitchell

450

450

0%

Robert Black

420

420

0%

Sarah Collins

400

400

0%

Gary Gold

400

0

N/A

Fees
£’000

Percentage
increase

NED fees were increased with effect from 1 July 2013. Fee rates for 2012 and 2013 are shown below.

ANNUAL FEES

Role

1 July 2013

1 July 2012

250

250

0%

Senior Independent Director

25

25

0%

Board fees

50

45

11%

Chair of Board Committee

10

10

0%

5

5

0%

Chair

Member of Board Committee
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ANNUAL REPORT ON REMUNERATION continued

SINGLE TOTAL FIGURE OF REMUNERATION (AUDITED INFORMATION)
FOR EDS
The following table shows a single total figure of remuneration in respect of qualifying services for the 2013 financial year for each ED, together with
comparative figures for 2012. Aggregate directors’ emoluments are shown at the end of the Single total figure of remuneration section. Details of NEDs’
fees are set out in a separate table on page 14.
Taxable
beneﬁts
£’000

Salary
£’000

Single total ﬁgure for EDs

Bonus
£’000

LTIP
£’000

Pension
£’000

Total
£’000

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

Gene Rico

750

750

16

16

1,050

945

900

700

225

225

2,941

2,638

Nigel Mitchell

450

450

8

8

617

535

300

280

135

135

1,510

1,440

Robert Black*

179

420

6

6

273

246

226

250

54

126

737

1,048

Sarah Collins

400

400

7

7

548

493

250

200

120

120

1,325

1,244

Gary Gold**

133

0

7

0

172

0

0

0

40

0

352

0

1,912

2,020

44

37

2,660

2,239

1,675

1,430

574

606

6,865

6,370

Total

* Robert Black left the company on 19 July 2013 because of ill-health. He was paid £552,000 in lieu of his 12 months’ notice period and a proportion of his outstanding
LTIPs were allowed to vest as disclosed in the section on Payments for loss of ofﬁce on page 15.
** Gary Gold joined the Board as an ED on 1 September 2013.

Taxable benefits comprise the provision of independent financial advice, car allowance and private medical assessments, valued at the taxable value.

ADDITIONAL REQUIREMENTS IN RESPECT OF THE SINGLE TOTAL FIGURE TABLE (AUDITED INFORMATION)
PERFORMANCE AGAINST PERFORMANCE TARGETS FOR ANNUAL BONUS
Bonuses are earned by reference to the financial year and paid in March following the end of the financial year. The bonuses accruing to the EDs in respect
of 2013 are shown below. None of the 2013 bonuses are subject to deferral but mandatory deferral of 50% of any bonus payable is being introduced from the
2014 AGM.

ANNUAL BONUS
KPI

Target

Actual

Percentage
of max
achieved

Gene Rico
Max

Actual

Nigel Mitchell
Max

Actual

Robert Black
(6 months’ bonus)
Max

Sarah Collins

Actual

Max

Actual

Gary Gold
(4 months’ bonus)
Max

Actual

MARKET COMPETITIVENESS
AWB market share

21–23%

24%

100%

25%

25%

25%

25%

40%

40%

30%

30%

40%

13.3%

GPS market share

4.5–5.5%

6%

100%

25%

25%

25%

25%

40%

40%

15%

15%

40%

13.3%

OPERATIONAL EXCELLENCE
AWB operating margin 12.5–15.5%
GPS operating margin
Defect rate per million
Employee retention
Totals
Bonus receivable

12

7.2–8.8%

16%

100%

40%

40%

40%

40%

20%

20%

55%

55%

20%

0.7%

9%

100%

40%

40%

40%

40%

20%

20%

30%

30%

20%

0.7%
0.0%

0.77–0.63

0.85

0%

30%

0%

10%

0%

15%

0%

10%

0%

15%

29.7–24.3%

28%

69%

15%

10%

10%

7%

15%

10%

10%

7%

15%

3%

175%

140%

150%

137%

150%

130%

150%

137%

150%

43%

£1,050,000

£616,500

£273,000

£548,000

£172,000

Generico Annual Report 2013

PERFORMANCE AGAINST PERFORMANCE CONDITIONS FOR LTIP VESTING
BY REFERENCE TO PERFORMANCE IN THE FINANCIAL YEAR (AUDITED INFORMATION)
The LTIP amount included in the 2013 single total figure of remuneration is the conditional share award granted in 2011. Vesting was dependent on
performance over the three financial years ending on 31 December 2013 and continued service until 31 March 2014. The performance achieved against the
performance targets is shown below.

2011 AWARDS
Performance measure

Total shareholder return ranking

Target –
25% vesting

Maximum –
100% vesting

Actual

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
4th

5%

7.50%

8%

Average annual real growth in earnings per share

Percentage of
max achieved

31.25%
50%

Total

81.25%

As the awards had not vested at the date this report was finalised, the average share price for the last three months of the financial year has been used to
determine the value for the purposes of the single total figure. The awards held by the EDs were as follows.

2011 Conditional share awards

No of shares
awarded

No of shares
vesting

Gene Rico

Value of shares
vesting*
£’000

180,000

146,250

899

Nigel Mitchell

60,000

48,750

300

Sarah Collins

45,000

36,563

225

* Average share price for last three months of ﬁnancial year – £6.15 per share.

CURRENT POSITION ON OUTSTANDING LTIP AWARDS (NOT AUDITED INFORMATION)
The tables below show the current position against performance targets for LTIP awards outstanding from 2012 and 2013.
Conditional share awards in 2012
Performance
measure

Total shareholder
return ranking
Earnings per share

Conditional share awards in 2013
Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
7th

5%

7.50%

6%

Performance
measure

Total shareholder
return ranking

Target –
25% vesting

Maximum –
100% vesting

Actual
to date

Rank of 5th
or higher

Rank of 3rd
or higher

Ranked
3rd

5%

7.50%

9%

Earnings per share

TOTAL PENSION ENTITLEMENTS (AUDITED INFORMATION)
The company’s DB scheme is not open to new joiners. Gene Rico, Nigel Mitchell and Robert Black participated in this pension scheme up to their lifetime
limits. Neither Sarah Collins nor Gary Gold is a member of this scheme.
Details of the pension accrued in the DB Scheme by Gene Rico, Robert Black and Nigel Mitchell in respect of qualifying services are shown below. The value
of the pension under the DB Scheme is calculated using the HMRC Method. The remainder of the pension value was delivered as a cash allowance. Transfer
values are included to satisfy the Listing Rules requirements.

Values relating to DB Scheme

Accrued pension
at year end
£’000

Increase in
accrued pension Transfer value of
Additional value Pension value in Pension value in
over year net of
net increase in
Normal
of pension on
the year from year from cash
inﬂation accrued pension Retirement Date early retirement
DB Scheme
allowance
£’000
£’000
£’000
£’000
£’000

Total
£’000

Gene Rico

350

15

7,000

01/07/2020

0

110

115

225

Nigel Mitchell

240

6

4,800

15/10/2030

0

85

50

135

Robert Black

150

5

3,000

13/02/2023

0

14

40

54
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ANNUAL REPORT ON REMUNERATION continued

SINGLE TOTAL FIGURE OF REMUNERATION (AUDITED INFORMATION)
FOR NEDS
NEDs do not participate in any of the company’s incentive arrangements nor do they receive any
benefits. Their fees are reviewed every two years against those for companies of similar scale with effect
from 1 July 2013 and complexity to Generico and were last reviewed in 2013 when the Board fee was
increased by just over 10% to reflect the significant increase in time commitment expected of NEDs.
The Chair’s fees are set by the Committee and the Chief Executive; those for the NEDs are set by the
Board as a whole.

NEDS’ FEES 2013 £’000 (AUDITED INFORMATION)
Board fee
£’000

Other fees
£’000

Total
£’000

2013

2012

2013

2012

2013

2012

250

250

–

–

250

250

Fred Brighton
Member of Audit Committee;
Member Remuneration Committee

15

45

3

10

18

55

Angela Hawker
Chair of Remuneration Committee;
Member Nominations Committee

47

45

15

15

65

60

Terry Noble
Member of Remuneration Committee

47

45

5

5

52

50

Alan Richman
Member of Audit Committee;
Senior Independent Director

47

45

30

30

77

75

Sarah Sands
Appointed 1 May 2013; Member of Remuneration
Committee and Nominations Committee

32

–

7

–

39

–

Michael White
Appointed 1 May 2013; Member of Remuneration
Committee and Audit Committee

33

–

7

–

39

–

555

470

Anthony Wilder
Chair

Total

Fred Brighton retired as a NED at the Annual General Meeting on 3 May 2013 after six years of
dedicated service to the Remuneration Committee and nine years on the Board. No compensatory
payment was made.

AGGREGATE DIRECTORS’ EMOLUMENTS
£’000

Salaries
Taxable beneﬁts
Bonuses

£’000

2013

2012

1,912

2,020

44

37

2,660

2,239

Pensions allowances

205

245

NEDs' fees

537

286

5,358

4,827

Total

14
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PAYMENTS FOR LOSS OF OFFICE (AUDITED INFORMATION)
Robert Black resigned from the Board on 19 July 2013 due to ill health. He has been awarded a partial
bonus for the period of his employment during 2013 (which is set out in the annual bonus table on
page 12) as well as compensation for loss of office, representing his salary and benefits for a 12-month
period (as set out in his service contract) and the early vesting of his outstanding long-term incentive
awards, on the basis of assessment of the achievement of performance conditions at the date of
termination, under the terms of the LTIP.

ROBERT BLACK’S COMPENSATION PAYMENT
12 months’

£

Salary

420,000

Pension beneﬁt

126,000

Other beneﬁts

6,000

Total paid in cash

552,000

EARLY VESTING OF LTIP AWARDS
Conditional share awards

£

2011 award (60,000 shares)

81.25% vesting; 27/36 time
pro-rated

2012 award (75,000 shares)
2013 award (50,000 shares)

36,563 shares

175,500

20% vesting; 15/36 time pro-rated

6,250 shares

30,000

100% vesting; 3/36 time pro-rated

4,167 shares

Value of shares vesting*

20,000
225,000

* Share price at vesting: £4.80

Robert Black had six months to exercise his previously vested outstanding options under the 2005
Generico Share Option Plan from the date of ceasing employment and all options were exercised before
the end of the financial year (see table on page 17).

PAYMENTS TO PAST DIRECTORS (AUDITED INFORMATION)
No payments were made in the year to past directors other than the compensatory payment made to
Robert Black on his retirement from the Board as a result of his ill health. This is included in the single
figure table.

LTIP GRANT POLICY
Conditional share awards are granted each year in March after the announcement of the company’s
results. Awards were made in March 2013 in accordance with our normal grant policy to the EDs and
to 106 other participants.
Grant policy

Maximum

Normal grant

CEO

200% of salary

175% of salary

Other EDs

200% of salary

150% of salary

Other senior executives

100% of salary

25% to 100% of salary

15

Generico Annual Report 2013

Remuneration Report

ANNUAL REPORT ON REMUNERATION continued

SCHEME INTERESTS AWARDED DURING THE FINANCIAL YEAR
(AUDITED INFORMATION)

Basis of award

Face value
£’000

Percentage
vesting at
threshold
performance

Number of
shares

Performance
period
end date

Directors

Scheme

Gene Rico

Conditional share
awards
175% of salary

£1,313

25%

270,619

31/12/2015

Nigel Mitchell

Conditional share
awards
150% of salary

£675

25%

139,175

31/12/2015

Sarah Collins

Conditional share
awards
150% of salary

£600

25%

123,711

31/12/2015

The face value of the awards is calculated using the share price at the date of grant (3 March 2013) which was
£4.85 per share.

PERFORMANCE CONDITIONS FOR 2013 AWARDS
Conditional share awards granted in 2013
Performance measure

Weighting

Target –
+25% vesting

Maximum –
100% vesting

Total shareholder return ranking

50%

Rank of 5th
or higher

Rank of 3rd
or higher

Average annual growth in earnings per share

50% 5% over RPI

7.5% over
RPI

SIGN-ON AWARDS
In recognition of the fact that Gary Gold was relinquishing awards from his previous employment,
the Committee determined to make him a one-off conditional share award under the LTIP.
The conditional share award is subject to the same performance condition as other LTIP awards.
The vesting periods and the fair value of the award mirror the awards forgone.

Face value
£’000

Director

Scheme

Basis of award

Gary Gold

LTIP

Fair value equivalence
with awards forgone at
previous employment

Percentage
vesting at
threshold
performance

Number of
shares

Performance
period
end date

01/04/2014

£200

25%

50,000

£200

25%

50,000

01/04/2015

£200

25%

50,000

01/04/2016

The face value of the awards is calculated using the share price at the date of grant (1 September 2013) which
was £4.00 per share.

SHAREHOLDER DILUTION
PERCENTAGE OF ISSUED SHARES
Discretionary
schemes 3%
All schemes

4.5%

Shares awarded as % of issued shares
2%

Total 5%
5.5%

In accordance with the guidelines of the Association of British Insurers, the company can satisfy
awards under all its share plans with new issue shares or shares issued from treasury up to a maximum
of 10% of its issued share capital in a rolling 10-year period to employees under all its share plans.
Within this 10% limit, the company can only issue (as newly issued shares or from treasury) 5% of its
issued share capital to satisfy awards under discretionary or executive plans.
As well as the share option plan (now closed to further grants) and the Long-term Incentive Plan, the
company operates a savings-related share option plan approved by HM Revenue & Customs for all
employees. Newly issued shares are currently used to satisfy the exercise of all employee and executive
options. Grants of restricted stock awards are by shares delivered from the Employee Benefit Trust
which buys shares on the market.

16
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STATEMENT OF DIRECTORS’ SHAREHOLDING AND SHARE INTERESTS (AUDITED INFORMATION)
The EDs are required to build up a shareholding from vested Long-term Incentive awards before 1 January 2018. Deferred share awards are not taken into
account for these purposes until the end of the deferral period. Shares are valued for these purposes at the year end price, which was £6.00 per share at
31 December 2013.
The table below shows how each director complies with this requirement.

Directors

Share Number of
ownership
shares
requirements required to
(% of salary)
hold

Gene Rico

250%

375,000

Number of shares owned
outright (including
connected persons)

Vested but unexercised
share options

Restricted share awards
subject to performance
conditions

Weighted
Weighted
Share
average
average
ownership exercise price period to vest
requirements
of vested of restricted
met
options share awards

2013

2012

2013

2012

2013

2012

2013

2013

2013

425,675

398,750

0

30,000

174,119

83,500

Yes

£2.50

2 years
2.5 years

Nigel Mitchell

150%

135,000

156,750

132,500

11,860

36,860

131,675

52,500

Yes

£3.25

Robert Black

150%

126,000

185,000

121,020

0

42,000

0

46,979

Yes

N/A

N/A

Sarah Collins

150%

120,000

58,800

45,000

2,460

17,460

129,711

51,000

No

£3.50

2.5 years

Gary Gold

150%

120,000

5,000

0

0

0

150,000

0

No

N/A

1.5 years

No of options
exercised

Exercise price

Gene Rico

30,000

Nigel Mitchell

25,000

Robert Black
Sarah Collins

Gain on exercise of share options

Market value at
exercise date

Gain on exercise of
share options

£3.50

£5.50

£60,000

£3.50

£5.35

£46,250

42,000

£3.50

£5.60

£88,200

15,000

£3.50

£5.25

Aggregate gain on exercise of share options

£26,250
£220,700

PERFORMANCE GRAPH AND TABLE
The chart below shows Generico’s five-year annual Total Shareholder Return (TSR) performance against the FTSE 100 index.
The FTSE 100 was selected because Generico is part of that index.

180

Generico
FTSE 100

160
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2011

2012

2013

CEO’S PAY IN LAST FIVE FINANCIAL YEARS
Year

CEO’s total single
ﬁgure £’000

2009

2010

2011

2012

2013

2,100

2,250

1,950

2,636

2,941

Bonus % of
maximum
awarded %

95%

85%

45%

72%

80%

LTI % of maximum
vesting %

67%

45%

0%

75%

81%
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ANNUAL REPORT ON REMUNERATION continued

PERCENTAGE CHANGE IN CEO’S REMUNERATION
The table below shows how the percentage change in the CEO’s salary, benefits and bonus between 2012
and 2013 compares with the percentage change in the average of each of those components of pay for a
group of employees. The Committee has selected employees in the UK and North America, as these
geographies provide the most appropriate comparator. This population excludes employees in the
production plants in the Far East because of the different approach to pay for those employees.
Salary

Taxable beneﬁts

Bonus

Percentage
£’000
increase

Percentage
£’000
increase

Percentage
£’000
increase

2013

2012

Gene Rico (CEO)

750

750

m

m

m

m

m

m

US and UK total pay

£57

£55

£4

£4

£14

£12

Number of employees

2.2

2.225

2.2

2.225

2.2

2.225

0%

4.8%

2013

2012

16

16

0%

2013

2012

1,052

947

1.1%

11%

18.0%

RELATIVE IMPORTANCE OF SPEND ON PAY
PERCENTAGE CHANGE
|
90.8

–1.57%
89.0

|

2013

87.6

2012
2011

|
53.4

+7.40% |
50.7 54.4

|
| –20.70% |
28.9

Staff pay £m

Distributions to
shareholders £m

25.6

33.3

+6.18% |
37.8

35.6

20.3

Development of
new products £m

Tax £m

The above graph illustrates the relative importance of spend on pay compared with other disbursements
from profit (i.e. distributions to shareholders, the development of new products and tax). These were the
most significant outgoings for the company in the last financial year.

18

Generico Annual Report 2013

STATEMENT OF IMPLEMENTATION OF REMUNERATION POLICY
IN THE FOLLOWING FINANCIAL YEAR
The remuneration policy will be implemented with effect from the AGM in 2014 as follows.
Salary increases for EDs are below the annual rate of inflation as measured by the
Consumer Prices Index.

SALARY
£’000
1 July 2014

Percentage
increase

1 July 2013

Gene Rico

770

750

2.7%

Nigel Mitchell

460

450

2.2%

Sarah Collins

425

420

1.2%

Gary Gold

410

400

2.5%

WEIGHTING OF ANNUAL BONUS KPIS FOR 2014
AWB market share – 15%
GPS market share – 15%
AWB operating margin – 30%
GPS operating margin – 30%
Defect rate per million – 5%
Employee retention – 5%

PERFORMANCE MEASURES FOR LONG-TERM INCENTIVES TO BE AWARDED
IN 2015

Total shareholder return ranking

Target –
25% vesting

Maximum –
100% vesting

Rank of 5th or higher

Rank of 3rd or higher

10%

10%

ROCE underpin

NEDS’ FEES FOR 2014
£’000

Percentage
increase

1 July 2014

1 July 2013

275

250

Senior Independent Director

25

25

0%

Board fee

50

50

0%

Chairman of Board Committee

10

10

0%

5

5

0%

Chairman

Member of Board Committee

10%

The individual weightings of the KPIs for each ED for the annual bonus are as set out in the future
policy table. The targets are considered commercially sensitive because of the information that this
provides to the company’s competitors and consequently these will only be disclosed after the end
of the financial year, in the 2014 Annual Report on Remuneration.
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ANNUAL REPORT ON REMUNERATION continued

CONSIDERATION BY THE DIRECTORS OF MATTERS RELATING
TO DIRECTORS’ REMUNERATION
The Remuneration Committee is responsible for recommending to the Board the remuneration policy
for EDs and the members of Executive Committee and for setting the remuneration packages for the
Chair, each ED and each member of the Executive Committee. The Committee also has oversight of the
remuneration policy and packages for other senior members of staff.

MEMBERS OF THE COMMITTEE
All members of the Committee are independent. They serve on the Committee for a minimum
three-year term and a maximum of six years.
As part of an effectiveness review for the entire board, an evaluation of the Remuneration
Committee was undertaken. We are pleased to report this review concluded that the Committee
has operated effectively.
Number of
meetings
during term

Number of
meetings
attended

Angela Hawker – Chair

4

4

Fred Brighton – Stood down 3 May 2013

2

1

Terry Noble

4

4

Sarah Sands – Appointed 3 May 2013

2

2

Michael White – Appointed 3 May 2013

2

2

Member

THE COMMITTEE’S ACTIVITIES DURING THE FINANCIAL YEAR
Meeting

Regular items

January

Review of KPIs for annual bonus; review of
achievement of performance conditions for
LTIP vesting; consideration of LTIP grants;
review of ﬁnal draft of remuneration report

March

Conﬁrmation of bonus payable; approval of
overall bonus spend; conﬁrmation of LTIP
grants; setting performance conditions for
2013 LTIP grants; consideration of salary
review proposals for company and EDs;
ﬁnalisation of remuneration report

June

Conﬁrmation of salary increases for EDs
and members of the Executive Committee;
review of outcome from AGM

Finalisation of termination package
for Robert Black; Consideration of
remuneration package for Gary Gold

November

Consideration of any changes to remuneration
policy required; review of Remuneration
Committee advisors

Appointment of new advisors; Review
of new-style remuneration report

20
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ADVISORS TO THE REMUNERATION COMMITTEE
The Committee appointed and received advice over the year from independent remuneration
consultants HRS Consulting.
HRS Consulting were selected as advisors by the Committee through a competitive tendering
process and no conflicts of interests were identified.
Work undertaken by HRS Consulting for the Committee included updating the Committee
on trends in compensation and governance matters and advising the Committee in connection
with benchmarking of the total reward packages for the EDs and other senior members of staff.
A representative from HRS Consulting attends each meeting of the Remuneration Committee.
HRS Consulting do not provide any other advice or services to the company. They were paid £75,000
in two instalments based on hourly rates. HRS Consulting is a member of the Remuneration
Consultants’ Group and has signed up to that group’s Code of Conduct.
The Committee reviews the objectivity and independence of the advice it receives from HRS
Consulting at a private meeting in April each year. It is satisfied that HRS Consulting is providing
robust and professional advice. In the course of its deliberations, the Committee considers the views
of the Chief Executive on the remuneration and performance of the other members of the Executive
Committee. No other advisors have provided significant services to the Committee in the year.

STATEMENT OF VOTING AT GENERAL MEETING
At the last Annual General Meeting, votes on the remuneration report were cast as follows.
For
%
Number

Against
%
Number

Abstain
%
Number

2012 remuneration
report

78.0%
18.0%
607,918,974 140,288,994

4.0%
3,117,532

2011 remuneration
report

89.1%
670,032,000

8.4%
63,168,000

2010 remuneration
report

95.6%
98.0%
739,304,160

Approval of 2010 LTIP

Reason for votes
against, if known

Action taken
by Committee

Lack of clarity over
bonus KPIs

Increased disclosure
in 2013 remuneration
report

2.5%
18,800,000

N/A

N/A

3.8%

0.6%

N/A

N/A

1.4%
10,561,488

0.6%
4,526,352

N/A

N/A

The disclosure in the 2014 remuneration report will include details of the binding shareholder vote
on directors’ remuneration policy.
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GLOSSARY

AGM

The company’s general meeting at which the annual report and accounts are laid before
shareholders

AWB

All-weather beacon

Cash added value

The adjusted after-tax EBITDA minus a charge for the capital employed. The charge
equals the average invested capital (‘capital base’) multiplied by the weighted average cost
of capital

CPI

The consumer prices index

DB scheme

Deﬁned beneﬁt pension scheme

DC scheme

Deﬁned contribution or money purchase pension scheme

EBITDA

Earnings before interest, tax, depreciation and amortisation

EDs

Executive Directors

Exercise price

Share options are awarded at a speciﬁed exercise price which is the price that is payable,
after the options have vested, to convert the options into shares

Existing Regulations

The Large and Medium-sized Companies and Groups (Accounts and Reports)
Regulations 2008.

Gain on exercise of share options

The difference between the market value at the date of exercise of a share option and the
exercise price multiplied by the number of shares acquired

GPS

Global positioning system handheld device

HMRC method

The basis used to value the cost of a company funding an employee’s pension entitlement,
based on the Finance Act 2004 which takes the difference between the opening accrued
beneﬁt (indexed for inﬂation) and the closing accrued beneﬁt for the year and multiplies it
by a ﬁxed factor

KPIs

Key performance indicators

LTIs

A term used to include both share options and awards under the LTIP

LTIP

Long-term incentive plan under which restricted share awards are made to EDs and senior
employees

Median

The midpoint in rewards granted by all peer group companies for a similar role. Half the
rewards are above the median and half are below

NEDs

Non-executive Directors

Peer group

The group of comparator companies against which the company benchmarks the reward of
its senior executives

Qualifying services

Services as a director of the company and services while a director of the company, as a
director of any subsidiary or any other undertaking (at the company’s nomination) or
otherwise in connection with the management of the affairs of the company or any other
subsidiary or other undertaking

Regulations

Schedule 8 to the Existing Regulations as amended by the Large and Medium-sized
Companies and Groups (Accounts and Reports) (Amendment) Regulations 2013

Restricted share awards

In Generico, these are awards of shares in the company [under the LTIP] that are awarded
on the basis that their vesting is conditional. The actual number of shares that directors
receive will depend on the total return Generico generates for shareholders over the three
years following the award, relative to the company’s peer group

ROCE

Return on capital employed

Share options

Options to buy shares on or after a speciﬁed future date (the ‘vesting date’) at the exercise
price. The value of the options on any given date depends on how much the market price
has risen or fallen compared with the exercise price. In Generico, options can be exercised
up to seven years after their vesting date. No options have been granted to EDs since 2010

Total shareholder return (TSR)

The return to shareholders from any growth in the company’s share price and reinvested
dividends over the period in question

Upper quartile

The point at which 25% of rewards granted by all peer group companies for a similar role
are above, and 75% of rewards are below

Vest

Share options are said to vest when it becomes possible to convert them into shares at the
exercise price

75

COMPARISON BETWEEN OLD AND NEW REGULATIONS

Para No

New Regulations
Paragraph title

Comments

Listing
Rules LR

Listing Rules requirements
(likely to apply for the year ending
up to 31 December 2013)

1&2

Introductory

3

Annual Statement

4 to 10

Single total ﬁgure of
remuneration for
each director

Table in prescribed format to
capture all remuneration in
respect of qualifying services
including LTIPs vesting and all
pension-related beneﬁts

11

Deﬁnitions applicable
to the single total
ﬁgure table

Deﬁnition of Taxable Beneﬁts to 9.8.8R(2) Estimated money value
include expense allowances and
of beneﬁts in kind
any beneﬁts that are
emoluments in respect of
qualifying services

12

Additional
Description (and value if
requirements in respect signiﬁcant) of beneﬁts;
of single ﬁgure
explanation of how performance
targets met; terms of any deferral

13

Total pension
entitlements

Requirement for more detail of
DB or cash balance schemes
and details of beneﬁts under
each scheme using ‘HMRC’
valuation methodology

14

Scheme interests
awarded during the
ﬁnancial year

Details of LTI awards made in
year

15

Payments to past
directors

16

Payments for loss of
ofﬁce

17

Existing
Regulations
Para No

1
No requirement
9.8.8R(2) Disclosure of all elements of
remuneration package in tabular
format including compensation/
termination payments, signiﬁcant
payments to former directors
and options (in accordance
with Regulations)

Paragraph title

Introductory
Not previously a requirement

7

Emoluments table to include
salary/fees, non-cash beneﬁts,
taxable expense allowances,
bonus and termination payments
(excluding LTIs and pensionrelated beneﬁts

7(1)c and e

Expense allowances subject to
UK income tax on an individual
and beneﬁts receivable otherwise
than in cash

3(2)c

Description of beneﬁts. What
methods will be used to assess
whether met and why those
methods were chosen

9.8.8R(7), Company contributions to DC
(11) and schemes; transfer value of the
increase in the accrued beneﬁt
(12)
for DB pensions (or sufﬁcient
information for the transfer value
to be determined). Justiﬁcation
for any element of pay other
than salary that is pensionable

13

Pensions: Employer
contributions into DC plans
Accrued beneﬁt and transfer
values for DB plans
Increase in transfer values
year-on-year

9.8.8R

Details of other LTIP interests
brought forward, those granted
during the year, amounts vesting
during the year, LTIP interests
carried forward

8 and 9 and
11 and 12

Detailed tables of share options
and long-term incentive scheme
interests

9.8.8
R(2)(c)

Signiﬁcant payments to former
directors

15

Compensation for past directors

9.8.8
R(2)(a)

Compensation for loss of ofﬁce to
be included in emoluments table

No requirement

Statement of directors’ Simpliﬁed tabular disclosure of 9.8.6R
shareholding and share all share interests (level of detail
interests
not prescribed)

For each director at the year end,
8 and 9 and
a statement of all interests in
11 and 12
company shares held by him/her
and his/her connected persons and
any changes between the year end
and a date no more than one month
prior to notice of AGM (or statement
that no changes)

Detailed tables of share options
and long-term incentive scheme
interests

18

Performance
graph and table

Initially ﬁve years extending to
ten. Requirement for table
setting out CEO’s single ﬁgure
and level of incentives for same
number of years as TSR graph

No requirement

Five year performance graph

19

Percentage change
in remuneration of
director undertaking
the role of CEO

Required for salary, beneﬁts
and bonus

No requirement

No requirement

20

Relative importance
of spend on pay

Must be set out in graphical
or tabular format

No requirement

No requirement

21

Statement of
implementation of
remuneration policy
in the following
ﬁnancial year

To allow companies ﬂexibility
over implementation of policy

Statement of policy on grant of LTIs
and any divergence or change

No requirement

22 (1)(a)

Consideration by the
directors of matters
relating to directors’
remuneration

Same requirements as in past.
New requirement to state how
advisors were selected; how
committee satisﬁed itself advice
was objective; amount of fees
for remuneration advice
and basis of charge

76

Used to be required to be
included in emoluments table

No requirement

9.8.8
R(10)

No requirement

5

2(a)

Name of members of remuneration
committee

Para No

New Regulations
Paragraph title

Comments

Listing
Rules LR

Listing Rules requirements
(likely to apply for the year ending
up to 31 December 2013)

Existing
Regulations
Para No

Paragraph title

22 (1)(b)

2(b)

Name of any advisors
to the committee

22 (1)
(c)(i)

2(c)(i)

Nature of any services
provided by adviser

22 (1)
(c)(ii)

2(c)(ii)

Whether adviser was
appointed by the committee

23

Statement of voting
at general meeting

Outcome of vote on
remuneration report resolutions

No requirement

24, 25,
26, 28

Future policy table

Policy for next three years which
must be displayed in tabular
format; NEDs’ policy may be
displayed in separate table

26(d)(i),
21(2)(b)

Future policy table
and implementation
of policy in next
ﬁnancial year

Includes performance conditions
for annual bonus and LTIs

No requirement

3(2)(a) and 3(2) Summary of performance
(d)(i)
conditions for LTIs and details
of external comparators

27(a)

Notes to policy table

Why performance conditions
for annual bonus and LTIs were
chosen and how performance
targets are set

No requirement

3(2)(b)

Why performance
conditions were chosen

27(b)

Notes to policy table

An explanation of why there are
no performance measures for
any variable pay

No requirement

3(2)(f)

If any LTI awards are not subject
to performance conditions,
an explanation for this

29

Approach to
recruitment
remuneration

Principles to be applied and
components for inclusion in
new director’s package

No requirement

9.8.8R(1) Statement of policy on executive
directors’ remuneration and policy
and
9.8.8R
on grant of LTIs
(10)

30 and 32 Service contracts

Description of any obligation in 9.8.8R(9) Unexpired term of notice for
service contracts on company to
directors up for re-election.
make remuneration or loss of
ofﬁce payments (also applies to
NEDs’ letters of appointment)

31 and 32 Service contracts

If service contracts and letters
of appointment not available for
inspection at registered ofﬁce,
report must state where kept
and link to website

No requirement

33, 34, 35 Illustrations of
application of
remuneration policy

More detailed disclosure and
requirement for bar chart plus
narrative description of
assumptions

No requirement

36 and 37 Policy on payment
for loss of ofﬁce

38 and 39 Statement of
consideration of
employment conditions
elsewhere in company

No requirement

3 (1)

Policy for next year
and future years

No requirement

6

Details of each director’s
service contract

No requirement

3(3)

Explanation of the relative
importance of performance and
non-performance related pay

Policy on setting notice periods; 9.8.8R(8) Details of any notice period
approach to determination of
> 1 year or pre-determined
compensation payment for each
compensation > 1 year’s salary
component of pay; how
and beneﬁts with reasons
discretion will be exercised

6

Details of directors’
service contracts

Additional disclosure required on
whether employees consulted on
directors’ remuneration policy
and whether (and how)
remuneration comparison
metrics used

No requirement

4

Statement of how remuneration
committee considers pay and
conditions elsewhere in the
company

40

Statement of
consideration of
shareholder views

Information on shareholder
consultation

No requirement

41

Information
subject to audit

Highlighted in the pale orange
in this table

Listing Rules that will be retained
post 31 December 2013

42
and 43

Revised directors’
remuneration policy

Provides that a revised directors’
remuneration policy must be set
out in same manner as required
by the Regulations

44 to 49

Interpretation and
supplementary

No requirement

Part 3

Highlighted in the darker orange
in this table
Not applicable

17 – 20

Interpretation and supplementary
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