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Directors’ remuneration policy report
The policy will be presented to shareholders at the AGM on 18 May 2017 for approval by binding vote.
Policy overview
The 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 setting the remuneration policy, the Committee takes into account a number of factors,
including:
–– general trends in pay and conditions throughout the Group
–– the positioning of remuneration levels against the external market
–– the balance between fixed and variable pay – more specifically, variable pay should form a significant but not disproportionately high level
of potential remuneration
–– the strategy of the business
–– the views of investors and their representative bodies.
In setting the overall remuneration policy, general trends and average increases throughout the Group are taken into account when setting
executive Directors’ reward packages. A key feature for the executive Directors is that a higher proportion of their remuneration package
is delivered through performance-related pay, which has a greater linkage to the results of the Group. The areas covered in this Policy
Report comprise:
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Consideration of shareholders’ views
The Committee considers feedback from shareholders received at each AGM, and any feedback from additional meetings or from published
investor guidelines, as part of any review of executive remuneration. In addition, the Committee engages proactively with shareholders and
will ensure that shareholders are consulted in advance, where any material changes to the remuneration policy and implementation of that
policy are proposed. Indeed, major investors were consulted in advance of the publication of the revised Remuneration Policy.
Consideration of employment conditions elsewhere in the Group
In determining the remuneration of the Company’s Directors, the Committee takes into account the general trends in pay and conditions
across the Group as a whole. Whilst employees have not been consulted formally on executive pay, due in part to the diverse geographic
disposition of the Group, the Committee seeks to ensure that the underlying principles which form the basis for decisions on Directors’ pay
are consistent with those on which pay decisions for the rest of the workforce are taken. These are focused for the most part on market
competitiveness, business performance and personal performance.
In practice, the remuneration policy for executive Directors is more heavily weighted towards variable pay than for other employees, so
that a significant proportion of their remuneration is dependent on Company performance. For employees below Board level, variable pay
represents a lower proportion of their total remuneration, which is driven by market comparators and general performance.
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Directors’ remuneration policy report continued
Summary of executive Directors’ remuneration policy
The following table sets out a summary of each element of the executive Directors’ remuneration packages, their link to the Company’s
strategy, the policy for how these are operated, the maximum opportunity and a description of any relevant performance metrics.
Element of pay

Purpose and link to Company’s strategy

How operated in practice

Base salary

To attract and retain high-calibre individuals.

Salaries are reviewed and set annually in July. The Committee
considers remuneration levels in companies of comparable
market capitalisation, revenue and industry sector.

To provide a competitive salary relative
to comparable companies in terms of size
and complexity.

In addition, a key reference point for salary increases is the
average increase across the general workforce (with the
exception of promotions or significant changes in responsibility).
Salaries are paid monthly in cash.

Benefits

To aid retention and to remain competitive in the
marketplace. In addition, medical benefits are
provided to minimise disruption due to absence.

Private medical and life assurance may be provided. A car and
fuel card or car allowance are offered. Other benefits may be
provided as appropriate.

Pension

To remain competitive in the marketplace.

Executive Directors can elect either to:
–– participate in the defined contribution (DC) section of the
Group’s pension fund. Executive Directors must make
contributions of 5% of base salary (up to an earnings cap),
with the Company contributing 20% of base salary (up to the
cap). On earnings above the cap, executive Directors receive
a salary supplement; or
–– receive a salary supplement in lieu of a pension.

Annual Incentive
Plan (AIP) and
Deferred Bonus
Plan (DBP)

Performance
Share Plan (PSP)

To motivate executive Directors and incentivise
the achievement of key business performance
targets over the financial year without
encouraging excessive risk taking. Managing
risk is critical, particularly given the nature of the
Company’s business.

50% of any payment is normally deferred into shares for
three years.
Clawback and malus may apply in the event of material
misconduct and/or material misstatement or error of financial
results.

To facilitate share ownership and provide further
alignment with shareholders.

Participants may also receive an award of cash or shares
in lieu of the value of dividends paid over the vesting period
on vested shares.

To incentivise and reward delivery of long-term
performance linked to the business strategy.

PSP awards are granted annually so that no undue emphasis is
placed on performance in any one particular financial year.

To facilitate share ownership and provide further
alignment with shareholders.

Awards normally vest on the third anniversary of grant, subject
to performance.

To aid retention.

Clawback and malus may apply in the event of material
misconduct and/or material misstatement or error of
financial results.
Participants also receive an award of cash or shares in lieu of the
value of dividends paid over the vesting period on vested shares.

Shareholding
guidelines

To align the interests of executive Directors with
those of shareholders.

Executive Directors are expected to accumulate a shareholding
in the Company’s shares to the value of 200% and 150% of
base salary for the Group Chief Executive and the Chief Financial
Officer respectively. Executive Directors are expected to retain
at least 50% of shares (net of tax) which vest from awards made
under the PSP and DBP until the target shareholding is attained.

Executive Directors may also participate in all-employee share schemes up to prevailing HMRC limits.
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Maximum opportunity

Performance metrics

There is no prescribed maximum annual increase. The Committee is
guided by the general increase for the broader employee population
but on occasion may need to recognise, for example, an increase in
the scale, scope or responsibility of the role.

A number of factors are considered, notably market
competitiveness, business and personal performance.

Current salary levels are disclosed on page 92.

The maximum opportunity for medical benefits is cover for the
executive Director and his or her family. Life assurance cover, car or
car allowance and any other benefits are based on market norms.

None

Executive Directors who participate in the Group’s pension fund
benefit from a pension contribution of 20% of base salary up to
the earnings cap and a salary supplement of 20% of base salary
in excess of the cap.

None

If a salary supplement is taken in lieu of a pension contribution,
this is equivalent to 20% of base salary.

Maximum annual incentive opportunity is 150% of base salary.

The Committee will select performance measures for the annual
bonus that are aligned with the evolving strategy of the Company.
A minimum 70% weighting is based on financial metrics.
Measures are reviewed each year and may be varied as appropriate
to reflect the Company’s strategy.

The limit in the rules of the PSP is 200% of base salary which will
be applied to the Group Chief Executive. Other than in exceptional
circumstances, the normal limit for other executive Directors will be
175% of base salary.

Performance measures will be set on an annual basis to reflect
the Company’s strategy. A minimum of 30% of any award will be
based on relative total shareholder return (TSR), with the balance
being based on other financial targets. Targets will normally be
measured over a three-year performance period.
There is 25% vesting for threshold performance, rising to 100%
vesting for maximum performance.

–

None
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Directors’ remuneration policy report continued
Remuneration scenarios for executive Directors
The charts below provide estimates for the potential future remuneration based on the proposed remuneration policy for the two executive
Directors. Potential outcomes are based on three performance scenarios: minimum, on-target and maximum.
Leo Quinn,
Group Chief Executive
Below
threshold

100% £985

On-target

41%

Maximum

26%

25%

34% £2,385
32%

42% £3,785

Philip Harrison,
Chief Financial Officer
Below
threshold

100% £496

On-target

43%

Maximum

28%

0

26%

500

■ Basic salary, benefits
and pension

31% £1,146
33%

1,000

39% £1,796

1,500

■ Annual Incentive Plan
(cash and deferred)

2,000
£000’s

2,500

3,000

3,500

4,000

■ Performance
Share Plan

Notes
1 Salary levels are based on those applying from 1 January 2017. These salaries will be reviewed in July 2017.
2 The value of benefits receivable for 2017 has been estimated. Cash allowance in lieu of pension is 20% of base salary.
3 The on-target level of AIP is taken to be 50% of the maximum AIP opportunity (150% of salary for executive Directors), of which 50% is paid in cash and 50% is deferred in shares
under the DBP.
4 The on-target level of vesting under the PSP is taken to be 50% of the face value of the award at grant (200% of salary for the Group Chief Executive and 175% of salary for the
Chief Financial Officer). The executive Directors’ buyout awards, as agreed as part of their joining arrangements, are not reflected in the above charts as these are not part of the
ongoing remuneration policy.
5 The maximum level of AIP and vesting under the PSP is taken to be 100% of the AIP opportunity and 100% of the face value of the PSP awards at grant.
6 No share price appreciation or dividend awards have been assumed for the DBP shares and the PSP awards.

Recruitment and promotion policy for executive Directors
To ensure the ongoing leadership continuity of the Group, the Company will seek the appointment of high-calibre executives, either by external
appointment or internal promotion. The remuneration package for a new executive Director would be set in accordance with the terms of
the Company’s remuneration policy at the time of appointment and take into account the scope and complexity of the role, the experience
of the individual, the prevailing market rate for that experience and the importance and immediacy of securing that candidate.
The salary would be set at a level, based on the principles above, to secure the most appropriate candidate but paying no more than is
necessary and in the best interests of the Company and its shareholders. The AIP potential would be limited to 150% of salary, and grants
under the PSP may be up to the plan maximum of 200% of salary. In addition, the Committee may offer additional cash and/or share-based
elements to replace deferred or incentive pay forfeited by an executive leaving a previous employer. It would seek to ensure, where possible,
that these awards were consistent with awards forfeited in terms of vesting periods, expected value and performance conditions.
For an internal executive Director appointment, any remuneration awarded in respect of the prior role may be allowed to pay out according
to its terms, adjusted as relevant to take into account the appointment. In addition, any other ongoing remuneration obligations existing prior to
appointment may continue.
For external and internal appointments, the Committee may agree that the Company will meet certain relocation and/or incidental expenses
as appropriate.
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Service agreements and payments for loss of office for executive Directors
It is the Company’s policy that executive Directors should have contracts with an indefinite term, which can be terminated on one year’s notice
by the Company and six months’ notice by the executive Director.
In accordance with the UK Corporate Governance Code, all executive Directors submit themselves for re-election at the AGM.
In the event of termination, the following principles will apply:
Provision

Detailed terms

Notice period

12 months by the Company, six months by the executive Director.
In the event of termination by the Company ‘for cause’ the executive
Director would not be entitled to notice of termination under his or
her contract of employment or to any payment in lieu of notice.

Notice payments

If any existing contract was terminated by the Company (other than
for cause), it would be liable to pay an amount approximating to the
net loss of salary and contractual benefits for the unexpired notice
period, subject to mitigation and including any period of garden leave.
The Company may elect to make payment in lieu of any unexpired
period of notice comprising salary and a cash sum in lieu of benefits.
The Company reserves the right to apply mitigation to any notice
payment (or payment in lieu of notice) for example, by making
phased payments where appropriate for the balance of any notice
period, against which earnings from new employment are offset.

Remuneration entitlements

Pro-rata bonus may also become payable for the period of active
service along with vesting for outstanding share awards (in certain
circumstances – see below).
In all cases, performance targets would apply.

Change of control

There are no provisions for enhanced termination payments in the
event of change of control of the Company.

Incidental expenses and other payments

The Company may meet relocation and other incidental expenses
on termination of employment, for example relocation expenses,
the fees of legal or other professional advisers, and accrued but
untaken holiday. It may also elect to continue to provide certain
benefits rather than making payment in lieu of the benefit in question.

Any share-based entitlements granted to an executive Director under the Company’s share plans will be determined based on the relevant
plan rules. The default treatment under the PSP is that any outstanding awards lapse on cessation of employment. However, in certain
prescribed circumstances, such as death, ill-health, disability, retirement or other circumstances at the discretion of the Committee, awards
will not be forfeited on cessation of employment and, subject to the satisfaction of the relevant performance conditions, will vest under
the normal vesting schedule, being reduced pro-rata to reflect the proportion of the performance period actually served. However, the
Remuneration Committee has discretion to determine that PSP awards vest at cessation and/or to amend time pro-rating. Outstanding DBP
awards will lapse on cessation of employment, except in certain good leaver circumstances prescribed by the plan rules when DBP awards
will vest in full on the date of cessation.
External appointments of executive Directors
The Committee recognises that benefits can arise from allowing executive Directors to take a non-executive directorship elsewhere.
Executive Directors are permitted to have one external appointment, from which fees may be retained with the approval of the Board.
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Directors’ remuneration policy report continued
Appointment of non-executive Directors
Non-executive Directors are appointed by the full Board following recommendations from the Nomination Committee. All non-executive
Directors are appointed for a term of three years. In accordance with the UK Corporate Governance Code, all non-executive Directors submit
themselves for re-election at the AGM.
Element of pay

Non-executive
Director fees

Purpose and link to
Company’s strategy

To attract and retain highquality and experienced
non-executive Directors.

How operated in practice

Maximum opportunity

As per executive Directors, there
is no prescribed maximum annual
increase. The Committee is guided
by the general increase in the nonexecutive director market and for the
broader employee population, but on
occasions may need to recognise,
Non-executive Directors based outside
for example, an increase in the scale,
Europe receive a travel allowance for each
scope or responsibility of the role.
visit made on Company business to the
UK, or to any other country (excluding
their home country).
The Chairman is paid an annual fee
and the non-executive Directors are
paid an annual base fee and additional
responsibility fees for the role of Senior
Independent Director or for chairing a
Board Committee.

Fee levels are normally reviewed annually
in July.
The non-executive Directors are not
eligible to join any pension scheme
operated by the Company and cannot
participate in any of the Company’s share
plans or annual incentive schemes.
The Company will pay any reasonable
business-related expenses (including tax
thereon where determined as a taxable
benefit).
The appointment letters for non-executive Directors may be terminated with three months’ notice (six months’ notice for the Chairman) by
either party and contain no provision for payment in the event of termination.
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