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Agenda 

The outlook for the year ahead 

■ Rewarding long-term success 

■ The new regulatory landscape 

■ This year’s trends and moves to early adopt 

Investor views and the ‘Shareholder Spring’ 

■ The ‘Shareholder Spring’ 

■ Hot topics 

■ Getting engagement right 
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Rewarding long-term success 
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Rewarding long-term success 

Regulation & Best 
Practice 
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Key aspects of the new regulation 

Headlines 

•   Divided reporting 

•   A binding vote 

•   Directors’ liability 

•   Advisory vote retained  

•  Newly appointed directors’ contracts 

•  Grandfathering existing contracts  
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Key new features of the policy and implementation reports  

Policy Report  
•  Policy statement 
•  A table of elements of pay 
•  Directors’ contractual terms and severance policy.  
•  Graph setting out pay for ‘above’, ‘below’ and ‘threshold’ performance 
•  Employees and shareholder views 
•  Percentage change in profit, dividends and directors’ pay compared to previous year 
•  Percentage change in CEO’s pay compared to company’s TSR 
 

 
Implementation Report 
•   A single figure 
•  Performance against metrics for bonus and long-term plans 
•  Awards made during the year 
•  Total shareholding of each director 
•  A chart comparing CEO’s remuneration with company’s Total Shareholder Return 
•  Defined benefit pension entitlement 
•  Last year’s implementation vote result and shareholder views 
•  Remuneration consultants used and their fees 
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Potential issues 

Potential issues   

•  Interaction with the Listing Rules 

•  What happens if the policy report is rejected   

•  Use of Principles and guidance 

•  What is a change in policy 

•  Non-executive directors’ discretion 

•  Defining threshold, below and above target 

•  Disclosure of commercially sensitive information 

•  How to take shareholder and employee views into account 
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Regulatory Timetable 

1 Jan 
2013 

1 Jan 
2014 

1 Jan 
2015 

1 Jan 
2016 

Employment 
contracts entered 

into before 27/06/12 
are grandfathered’ 

until they are 
changed.  

Corporate Reporting and 
AGM Resolutions under 

the old rules.  Companies 
may make voluntary 

disclosures aligned with 
new format. 

Legislation comes 
into force October 
2013.  Termination 
payments must now 
be disclosed at time 

of payment. 

Corporate Reporting and 
AGM Resolutions under 

the new rules.  
Remuneration Policy 
Binding votes to be 

submitted (take effect 1 
Jan 2015) 

Latest date for 
Remuneration 

Policy to take effect 

Corporate Reporting and 
AGM Resolutions under 
the new rules.  Binding 
votes only necessary if 
any changes have been 
made or advisory vote 
was lost the previous 

year 

New regime now in 
full force.  2017 will 
see second cycle 
of binding votes 

being submitted (if 
no changes have 
been made post 

2014). 

Final 
regulations 
expected 



© 2013 KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG Europe LLP and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative, a Swiss entity. All rights reserved. 8 

Early adoption of the new DRRR 

No company planned to fully comply (this of course would involve putting new resolutions to shareholders); 

•  25% planned to comply to a significant extent; 

•  55% planned to comply to a limited extent; 

•  6.7% did not plan to comply at all; and  

•  13.3% were undecided or did not know. 

So around 80% plan to comply early to some extent. 

This is informal guidance, but is useful when considering whether to early adopt. 

Views of shareholders 

•  Investors’ general response - ‘lukewarm’.  

•  A symptom of the lack of clarity around the final regime because few investors desired the major changes proposed. 

•  Committed to making the new regime ‘workable’ as there is a recognition that this will help prevent any further interventions or 
changes by the government. 

•  Investors have identified the formulation of the Remuneration Policy and its approval as one of the key issues.  

•  Investors expect companies to begin making changes this year. 

 

This year’s trends and moves to early adopt 
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What we’ve found so far 
 

So far....... 

A number of companies, mainly in the FTSE-100, have already moved to adopt many of the new features of the regime. 

Particularly popular are: 

•  Chairman’s letter 

•  Elements of pay table 

•  Single figure for pay during the year 

Features not adopted include: 

•  Two separate reports 

•  Graph showing CEO’s pay and company performance 

•  Disclosure of relationship between pay, profits and dividends 

•  How employee and shareholder views are taken into account 

Through our monitoring programme we’ve also found that overall voting turnout seems to be up this year, from around 65% to 
now over 70% of the total shares in issues. 

We’ve also seen a number of significant revolts already, e.g. Lonmin and Thomas Cook 

This promises to be another interesting year. 

 

 

 



Investor views’ and 
the ‘Shareholder 
Spring’ 
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A shareholder spring? 

 

 
FTSE 100 FTSE 250 

2011 2012 2011 2012 
Rem reports 34 10 24 29 
New share plans 0 1 5 0 
Amended share 
plan 

3 1 1 0 

Number of resolutions with greater than 20% oppose 
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Hot Topics for Investors – Remuneration 

Top Remuneration issues 

■ Performance criteria’s alignment with strategy 

■ The link between pay and performance 

■ Imbalance between short and long-term reward 

■ Imbalance between fixed and variable pay 

■ Overall quantum and pay increases 

■ Quality of the justification for remuneration policy and new proposals 

■ Potential dilution 

■ Reward for failure, clawback and severance arrangements 

■ Governance and the level of independence of the Remuneration Committee 

■ Succession planning and the role of remuneration 
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Hot Topics for Investors – other issues 

Top issues 

■ Succession Planning 

■ Board effectiveness and evaluations 

■ Board structure and composition, including the role of diversity 

■ Risk Management 

■ Share capital management 

■ Audit quality and the role of auditors 

■ Ethics, Reputation and Environmental Governance 
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Approaching engagement 

■ Constructive engagement tends to be issues driven. 

■ Make a clear distinction between ‘consulting’ and ‘informing’. Both are valid, but it needs to be clear at the outset what you are doing. 

■ Agree internally at the outset what you are trying to achieve – what does success look like? 

■ Analyse your shareholder register, identify key shareholders and understand their general views. 

■ Consider the role of representative bodies and proxy agencies, what their views are and when to engage. 

■ Timing and having a clear timetable can make the difference. 

– Have a clear plan for the engagement. 

– Agree a meeting schedule. 

– Having clear milestones/deadlines and communicate these to your investors. 

■ The Board should be seen to take the lead. 

■ Have a clear rationale and justification. 

■ Set the conversation within the context of strategy and performance. 

■ Apply-and-explain can be as effective and convincing as comply-or-explain. 

■ Where there remains differing of views: 

– Be willing to accept polite disagreement. 

– Avoid divide and rule tactics. 

– Don’t try to please all of the people all of the time. 



Thank you 
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The KPMG name, logo and “cutting through complexity” are registered 
trademarks or trademarks of KPMG International Cooperative (KPMG 
International). 

The information contained herein is of a general nature and is not intended to 
address the circumstances of any particular individual or entity. Although we 
endeavour to provide accurate and timely information, there can be no 
guarantee that such information is accurate as of the date it is received or that 
it will continue to be accurate in the future. No one should act on such 
information without appropriate professional advice after a thorough 
examination of the particular situation. 



Christopher Rodrigues 
Remuneration Committee Chairman 

 



Chief Executive 
 

2009 2012 

Base £650,000 £580,000 

Bonus up to 170% of salary up to 170% of salary 

Pension 30% of salary 22.5% of salary 

LTIP 175% 175% (120% on target) 

Car £25,000 £15,000 

Medical £4,000 £2,000 

Private fuel £10,000 Not paid 

Ladbrokes – Executive Remuneration 2009 - 2012  


	Remuneration and the NED
	Agenda
	Rewarding long-term success
	Rewarding long-term success
	Key aspects of the new regulation
	Key new features of the policy and implementation reports 
	Potential issues
	Regulatory Timetable
	Slide Number 9
	What we’ve found so far�
	Investor views’ and the ‘Shareholder Spring’
	A shareholder spring?
	Hot Topics for Investors – Remuneration
	Hot Topics for Investors – other issues
	Approaching engagement
	Thank you
	Slide Number 17

