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The following abbreviations are used:

ABI
AGM
AIM
CARE

CBI

CEO
DB
DC
DRR
DTI

EBITDA

EEA
EMI

EPS
EU
FRC
FTSE
FURBS

HMRC

HR
IAS

ICSA
1P

1PO
LEAP

Association of British Insurers
Annual General Meeting
Alternative Investment Market
career average revalued
earnings

Confederation of British
Industry

Chief Executive Officer
defined benefit

defined contribution

directors’ remuneration report
Department of Trade and
Industry

earnings before interest, taxes,
depreciation and amortization
European Economic Area
enterprise management
incentive

earnings per share

European Union

Financial Reporting Council
Financial Times Stock Exchange
funded unapproved
arrangements

Her Majesty’s Revenue and
Customs

Human Resources
International Accounting
Standards

Institute of Chartered Secretaries
and Administrators
Intellectual Property
pre-initial public offering
Leadership Equity Acquisition
Plan

LSE
LTIP
NAPF

NYSE
PAT
PBIT
PILON
PSP
ROCE
ROE
SARs
SAYE
SEC

SIPs
TSR
UK

UsS
UURBS

WTR

ABI 23

London Stock Exchange
long term incentive
National Association of Pension
Funds

New York Stock Exchange
profit after tax

profit before interest and tax
payment in lieu of notice
performance share plan
return on capital employed
return on equity

stock appreciation rights
Save As You Earn
Securities and Exchange
Commission

Share Incentive Plans

total shareholder return
United Kingdom

United States

unapproved unfunded
arrangements

Working Time Regulation
(1988)

Best Practice on Executive Contracts and

Severance 164,197

executive remuneration levels 58, 158
bonuses/incentive plans 78

mitigation obligations 29

Principles and Guidelines on Remuneration

164

accelerating departure 29
accommodation 9,20
home search 10
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accounting board
share-based payments, for 88-9, 134 approval 22
shareholders, and 148 main, contracts for 23
standards 7 remuneration see directors; reward
acquisition see growth of companies; private governance
equity under supporting the ‘Boiling Frog Moment’ 19-20
business bonuses 6,9
A-day 70,71 annual 74
advisors see advisors under remuneration incentives, as see incentive plans
committees individualising 17-18
affordability 5 remuneration surveys and 15-16
AGM 151,193 valuing 33
British Gas 154 deferred 30
voting on remuneration 155, 158 vesting period 35
aggregate directors’ remuneration 172,173 incentive plans see incentive plans
AIM companies 74,87, 165 one-off 159
Combined Code, and 183 opportunities 4, 15-16
Alexander, Andrew 155 term sheet, in 21
annual allowance 70-1 termination, and 18
‘approved’ plans 70 ‘run rate’, in calculating 1, 18
attendance see attendance under see also incentive plans; target setting
remuneration committees under supporting the business
audit committees 183 British Gas 154-5, 156, 163
average share price 6 BT 155
business strategy
BAA 143 remuneration policy, and 55-7
‘balanced scorecard’ approach 75 supporting see supporting the business
Barclays 155 strategy
BCCI 182 ‘buyout’ 5,26
benchmarking calculating 6-9
bonuses 80 earned awards 8-9
market see ‘market benchmark’ expatriate benefits as part of 9-10
remuneration setting, in see constructing share price setting 7-9
the package option pricing models 7-8
salary see benchmarking under salary unearned amounts 6-7
total remuneration 129-31 ‘run-rate’, and 9
benchmarking framework 130-1 types 6
valuations, in see valuing the package
benefits in kind 13, 73 Cable and Wireless 150151
cars see car benefit Cadbury, Sir Adrian, Report of 162-3, 164,
medical see medical benefits 166, 182, 195
valuing 39 candidate 4
welfare see welfare benefits car benefit 13,73
bespoke arrangements 17-18 micro greed, and 19
Best Practice Guidelines on Directors’ CARE 68
Contracts and Severance 164 career average salary plans 68
Best Practice on Executive Contracts and Carlton 144
Severance 164 ‘case managing’ contract 25
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cash balance plans 68
CBI 155
Best Practice Guidelines on Directors’
Contracts and Severance 164
CEOs 17
bonuses 159
‘paying for failure’ 159
performance assessed 186
private equity incentive plans 1150
salary,and 58-63
change of control 18-19, 28
children’s education 10,73
Code of Best Practice 155,163
co-investment plans 84
Combined Code 1634, 165-6, 177-8, 182—
3,184, 196
remuneration committees
authority and remit 188-90
Chairmen 187
investors and company 194
membership 185-6
terms of reference 185
smaller companies 195
see also FRC
communicating remuneration policy 154—
61
companies
accounting for share-based payments 88—
9,134
cost of packageto 4
directors’ fiduciary duties 29
Directors’ Remuneration Report
Regulations see under Directors’
disclosure, annual 162-179
DRR, and see DRR
mature, growing and remuneration 141-8
quoted
DRR,and 165
valuation of options over 7-8
smaller, Combined Code and 195
statutory disclosures 19, 162-79
see also directors; governance; reporting
and explaining
Companies Acts 164, 183
Compass 144
compensation
deferred 30
mitigation, and 29

‘comply or explain’ principle 182, 183, 196
see also Combined Code
components of package 5
conditionality 9
confidentiality clauses 30
constructing the package 55-131
balance of packages 122-9
FTSE 350 directors 124-9
business strategy and remuneration policy
55-7
fixed elements of pay 57-73
benefits see benefits in kind
pensions see pensions
salary see salary
flexible benefits approach 129
total remuneration approach 129-31
benchmarking framework 130-1
variable elements of pay 73-122
annual bonuses see under incentive
plans
annual bonus deferral see under
incentive plans
long term incentive plans see under
incentive plans
performance share plans see
performance share plans
share option plans see share option
plans
contingencies 18
contracts 5,8, 23-31
documenting see documenting the deal
see also term sheets
cost savings and remuneration 143-4
covenants see restrictions on employment
credit checks 22,24
criminal records checks 22
customer service, bonuses/incentives, and

75

Daily Mail 155
damages for breach of contract 29
data analysis 59-63
ranking analysis 61-3
regression analysis 59-61
DB finalsalary plans 11,12, 52-3, 66-8, 70-1
DC plans 52-3,67-8,70-1
deal see under documenting; reporting;
striking
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de-constructing the current package 5-22
deferred
compensation and payments 30, 35
incentive plans see incentive plans
matching shares 40-1
share award 6
defined contribution arrangements 11
Deloitte 185, 190
demotion as dismissal without cause 27
dental insurance 73
directors
DRR see DRR
emoluments and compensation 174,
175
fiduciary duties 29
non-executive 183
see also remuneration committees
performance share plans see performance
share plans
share options see share options
shareholding requirement 121-2
see also companies; governance; reporting
and explaining
Directors’ Remuneration Report Regulations
122,164, 183-4, 185, 194
see also DRR
disclosure requirements 19
annual 162-179
see also companies; directors; DRR;
governance
‘discount rate’ 7
discretionary awards 9
dispute resolution 27
dividends
option pricing model, in 7
valuation 43-4
yields 7,45
documenting the deal 23-31
case managing contracts 25
change of control and notice periods 28
conditions requiring satisfying 24
confidentiality clauses 30
deferred compensation 30
demotion as dismissal without cause 27
dispute resolution 27
institutional investors’ guidance 23
1P 30
joint roles prohibited 27

238

main provisions 25-6
Employment Rights Act 25
matrix of facts, relevance of 23
start dates 26
term sheet as basis 20-22, 23
termination 28-31
accelerating departure 29
compensation and mitigation 29
notice periods 28-9
restrictions 30
time commitments 27
verbal, enforceability of 24
WTR, opt outs 27
see also term sheets
DRR 165-79, 194
aggregate directors’ remuneration 172,
173
emoluments and compensation 174, 175
LTIP 175-6
quoted companies to prepare 165
pension entitlements 176-9
performance graph 167,172,173
remuneration policy 166-7, 168-71
share options 174, 176
drugs and medical checks 22,24
DTI 164

‘earned amounts and awards’ 6, 8-9
conditionality 9
earningscap 68-9,72
earnings related state pension benefits 13
EBITDA 142
economic profit 101, 104
acquisitions, and 146
education of children see children’s
education
EEA States 165
embedded gain 7
EMI plans 92-3
emoluments and compensation, directors’
174,175
employer 4
employment contract see contracts
Employment Rights Act 25
enforceability of restrictions 30
Enron 155, 183
environmental targets, bonuses and 75
EPS 33,101,103, 112-119, 121, 195
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acquisitions, and 146, 150
adjustments for [AS 118
target setting in growing companies, and
148
equity dilution 122,123-4
EU 27
corporate governance disclosure
requirements 183
executive remuneration see reward
governance
exercise period 7
exercise price 7
expatriate benefits 9-10, 13
buyout, as part of 9
limited period, for 11
repatriation provision 11
‘true expatriates’ and relocation
compensation 10
‘expected term’ 8
‘expected value” 35-6
‘projected value’ compared 49-52
see also under incentive plans

‘face value’ 37
final salary benefit plans see under DB
Finance Act 68-72

A-day 70,71

post Act 69-72

prior to Act 68-9

transitional arrangements 71-2
financial

advice as benefit 73

restrictions 30

statements, published data in 14
Financial Services and Markets Act 165
Financial Times, The 157
flexible benefits approach 129
flights see ‘home leave’
flotation 136-8
forfeiture 30, 34-5

deferred annual incentive plans 40
France

social security system and benefits 12-13
FRC 162, 164, 183, 195, 196

see also Combined code
FTSE

All Share Index 173,190

companies 72

acquisition of and remuneration 143-5
Combined Code, and 183,195
director shareholding requirement
121-2
FRC,and 195
incentive/bonus plans, in 74, 76, 87
mature, growing companies and
remuneration 141-8
packages for directors of 124-9
pay crises 155-6
pension values 69
performance share plans 97, 98, 104
remuneration committees 185, 186
target setting approach 119
voting on remuneration 155, 196
ISS Corporate Governance Index 180
FURBS 68-9,71,72
furlough 10

‘gardening leave’ 29
Global Corporate Governance Forum 180
Global Investor Opinion Survey 180
‘golden parachute’ terms 145
governance of senior executive remuneration
180-97
history 181-4
importance 180
reward framework 184-97
Combined Code requirements 184
remuneration committees
advisors to see advisors under
remuneration committees
attendance see attendance under
remuneration committees
determining remuneration 190-1
membership see membership under
remuneration committees
terms of reference see terms under
remuneration committees
Greenbury, Sir Richard, Committee/Reports
97,98, 155,163, 167, 182
Code see Code of Best Practice
Grenada 144
Grenada Media 144
gross misconduct 28
growth of companies by acquisition 143-6
impact of acquisitions on received 145-6
GSK 155,157-8
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Hampel, Sir Robert, Report of 163, 182
Combined Code 1634

HBOS 157

health and safety obligations 28
bonuses, and 75

Higgs Report 183

‘high price’ 6

HMRC 86,91,92,93, 167
see also Inland Revenue Approved Plans

Hogg, Sir Christopher 196

‘home leave’ flights 10, 73
micro greed, and 19

home search 10

housing see accommodation

HR 2,158,188

IAS 8,53,118, 148
ICSA 184-5,189
ill-health insurance 73
incentive plans 6, 74-121
annual bonus plan 74-80
levels increasing 747
appropriate performance measures
78-80
performance indicators, linked to 75-6
weighting 76
valuing 39-52
expected value 40
projected value 39-40
deferred annual incentive plans and shares
annual bonus deferral and co-
investment plans 81-4
aim of plan 82-3
co-investment plans 84
matching shares 81-4
performance conditions 84
valuing 40
matching shares on deferral 40-1
LTIP see LTIP
strategy of business, and see supporting
the business
see also bonuses; target setting under
supporting the business
inflation 68
Inland Revenue Approved Plans 86
see also HMRC
‘input value’ 15
Insight 157

240

institutional investors see under investors
internal controls 183
‘internal rate’ 14, 16-17
International Financial Reporting
Standards 162
‘intrinsic value’ 7,36-7
investment
banking 30
returns and strategies, pensions and 67
investors and shareholders 4, 7
accounting, and 148
alignment with
company 149, 151-2
directors through deferral schemes 81
employees through share ownership
plans 84
concerns, Greenbury Report, and 97,98
contingencies, and 18
dialogue and meetings with company
194-5
smaller companies with 195
equity dilution 122, 123-3
governance 194
guidelines 5
institutional 23,196
guidelines 122
main board level contracts 23
remuneration policy 56, 57, 58
acquisitions, no ‘wind fall gains’ in
145-6
bonuses/incentive plans 75, 78-80
mature and growing companies 141
pensions provision and costs 72
performance
measurement concerns 194
share plans 112
share option plans 87
start-ups and equity returns 132-5
IP protection clauses 30
IPO 90, 132-5
ITV 144

job-matching 56-64
data analysis 59-63
ranking analysis 61-3
regression analysis 59-61
joint roles prohibited 27
jurisdiction clause 27
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Kipling, Rudyard 184

labour market 4
LEAP 84,85
legacy package 21
legislation, pensions 6872
post Finance Act 69-72
prior to Finance Act 68-9
transitional arrangements 71-2
life insurance 12,13,73
lifetime allowance 70
limited expatriate benefit periods 11
Listing Rules 163-4, 165, 174, 177, 189, 194
LITP and share plans 84-122
LTIP see LTIP
private equity incentive plans 150-1
share option plans 86-97
EMI plans 92-3
performance conditions 87-9
private companies 89-90
SAYE plans 93-4
SIPs 94-6
structuring 87
tax implications 91-2
valuing 34-7
‘localisation’ periods 10
longevity and pensions 67
loss mitigation see mitigate a loss
LSE 162,163,183
Listing Rules see Listing Rules
LTIP 13, 18, 84-121
component of ‘market benchmark’
16
DRR,and 175-6
dynamics of plans 84-5
individualising 17
performance share plans see
performance share plans
private equity incentive plans 151
re-basing incentive plansinto 159, 160
scheme mechanics 21
term sheet, in 21
termination, and 18
share option plans see share options
plans
valuing 41
expected value 44-9
dividend yield 45

employee forfeiture rates 49
performance conditions 45-8
share price volatility 44-5
projected value 41
dividends 43-4
performance conditions 42-3
share price growth assumptions
41-2
short and long term, valuing
34-7
values, expected/projected, compared
49-52

mandate to negotiate 7
Marconi 155
‘market benchmark’ 14
see also benchmarking
market data 14-17
‘market rate’ see ‘market benchmark’
matching shares on deferral 40-1, 81-4
‘matrix of facts’ 23
Maxwell, (Robert) 182
McKinsey and Co. 180
Global Investor Opinion Survey 180
media 73,158,160
see also public perception
median and upper quartile pay, targeting
634
mediation 27
medical benefits 12, 73
medical and drug tests 22,24
membership see membership under
remuneration committees
mergers, acquisitions and private equity
149-151
micro greed 19-20
Microsoft 140
mitigate a loss, legal obligation to 18,29
monetary amount of package 4
money purchase plan 67-8
Monte Carlo simulation 34

NAPF 23
Best Practice on Executive Contracts and
Severance 164
mitigation obligations 29
NASDAQ 165
negotiation process 5
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non-cash benefits 6, 19
see also ‘unearned amounts’; valuing the
package
non-competition clauses 30
non-executive directors see non-executive
under directors
non-solicitation clauses 30
notice periods 28-9
restrictions, and 30
NYSE 165

organic growth, mature and growing
companies of 142-3
02 143

P&O 143
package see constructing; de-constructing;
valuing
PartyGaming 140
PAT 103
pay
benefits see benefits in kind
bonuses see bonuses
crises 155-7,162
incentives see incentive plans
median and upper quartile, targeting
634
out contracts see ‘paying for failure’
pensions see pensions
salary see salary
see also directors; constructing the
package;
‘paying for failure’ 18, 159
PBIT 101
pensions 4, 6,9
annual allowance 70-1
benefits 11-13
DB final salary plans 11, 12, 52-3,
66-8, 701
defined contribution arrangements 11
earnings related state pension benefits
13
tax considerations 12
welfare benefits 12
CARE 68
career average salary plans 68
cash balance plans 68
current provision 72

242

DB final salary plans 11, 12, 52-3, 66-8,
70-1
DC plans 52-3,67-8, 70-1
deficits, reasons for 67
DRR,and 176-9
earnings cap 68-9,72
FURBS 68-9, 71,72
legislation 68-72
A-day 70,71
implications for remuneration
calculations 72
post Finance Act 69-72
prior to Finance Act 68-9
transitional arrangements 71-2
lifetime allowance 70
plan rules 25
recovery charge 70
social expectations 66
tax advantages 66
UURBS 68
valuing 52-3
performance conditions and targets 18
incentives/bonuses, and 75-6, 81-4
performance share plans see performance
share plans
share option plans 87-9
see also share option plans
term sheet, in 21
vesting in valuations 33, 34-5,42-3,45-8
performance graphs 167,172,173
performance related package elements 122
performance share plans 97-121
director shareholding requirement 121-2
equity dilution 121, 123-4
share option plans compared 86
shareholders’ preference for 141
structure and performance conditions
97-8
performance measures 98-119
economic profit 101, 104
EPS 101,103, 112-119, 121
adjustments for [AS 118
ROCE 1014
ROE 103, 105
TSR 98,1001, 103-112, 120-1
tax implications 99-100
vesting levels 120-1
Pilkington 141
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PILON 29
‘poaching’ employees 29
Principles and Guidelines on Remuneration
164
private companies
remuneration structures 135-7
share option plans 89-90
private equity, mergers and acquisitions, and
149-151
‘projected value’ 36
‘expected value’ compared 49-52
see also under incentive plans
promotion decisions 17
PSP 84,85
public perception of package 19
see also media

quoted companies see quoted under
companies

ranking analysis 61-3
rapid growth 138-40
recovery charge 70
recruitment 140
references 22, 24
registered plans 70, 71
regression analysis 59-61
regulatory approval 22,24
relocation compensation and allowances 10,
13,73
micro greed, and 19
remuneration
committees and policy see remuneration
committees
newly floated companies, in 138, 139
reward see reward governance
remuneration committees
advisorsto 187-8, 193, 195
annual committee 193-4
approval 22
attendance 186-7
authority and remit 188-90
Cadbury Report see Cadbury
determining remuneration 190-1
dialogue and meetings with investors
194-5
disclosure obligations 165-6
effectiveness, key to 1967

flotation, and 137-8
membership 185-6
pay policy
bonuses/incentive plans 78
crises 155-6
avoiding 156-7, 160
investors, and 58, 157
policy and business strategy 55-7,
156-7
DRR see DRR
private equity incentive plans 151
requirements and obligations 165-6
surveys 14-15
target setting, and 148
terms of reference 184-5
supplemented by internal policies
192-4
repatriation provision 11
reporting and explaining the deal 154-79
communicating remuneration policy
154-61
decade of pay turmoil 155-6
avoiding crises 1567
elements of successful strategy
157-60
disclosing annual details 162-179
background
Cadbury Report see Cadbury
Combined Code see Combined Code
Directors’ Remuneration Report
Regulations see under Directors’
Greenbury Report see Greenbury
Hampel Report see Hampel
guidance and rules 164
aggregate directors’ remuneration
172,173
DRR see DRR
emoluments and compensation,
directors’ 174,175
LTIP 175-6
pension entitlements 176-9
performance graph 167, 172,
173
remuneration committees 165-6
remuneration policy 166-7
share options 174,176
representative bodies, institutional investors
for 23
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restraint of trade 30
restrictions on employment 24, 30
retention
acquisition of companies, in 145
bonus deferral plans, and 81, 82
post-listing issues 137
rapid growth, in 140
retirement benefits see pensions
Reuters 97
reward
components 4
policies 5
reward governance see constructing the
package; documenting the deal;
governance of senior executive
remuneration; reporting and
explaining the deal; striking the
deal; supporting the business
strategy; valuing the package
right to work 24,26
risk free rate of interest 7
ROCE 1014, 142
acquisitions, and 146
ROE 103,105
acquisitions, and 146
Royal Bank of Scotland 155, 159
RPI
performance share plans, and 101, 112,
113,115,121
pensions valuation, and 53
‘run rate’ 5,26
buy out,and 9
calculating 13-22
affordability and contribution 17
bespoke arrangements 17-18
‘Boiling Frog Moment’ 19-20
component parts, value of 13-14
contingencies 18
‘internal rate’ 14, 16-17
market data 14-17
‘market rate or benchmark’ 14
remuneration surveys 14-15
micro greed 19-20
public perception of package 19
special protection, resisting 18-19
‘what if” scenarios 19
term sheet 20-22
running basis 6

244

Sainsbury’s 152-3
salary 4
basic 57
benchmarking 57-66
appropriateness 65-6
job-matching issues 5664
data analysis 59-63
ranking analysis 61-3
regression analysis 5961
median and upper quartile pay,
targeting 63-4
differentials 66
‘run rate’, part of 5,13, 18
valuing 37-8
see also constructing the package
Sarbanes Oxley Act 182
SARs 85
equity settled 90
SAYE plans 93-4
SEC 182
severance payments 27
share options 6
DRR,and 174,176
emotional response of holder to §
life 8
option expensing, standards into 7-8
plans 86-97
EMI plans 92-3
performance conditions 87-9
performance share plans compared 86
private companies 89-90
SAYE plans 93-4
shareholders against 141
SIPs 94-6
structuring 87
tax implications 91-2
pricing models 7
assumptionsin 8
term 8
valuing 7,41-3
share price 6-7
average 6
future performance 33, 34
growth assumptions 41-2
movements 7
shares
awards 6
incentive plans, in see incentive plans
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matching shares on deferral 40-1
ownership 84-5,151-2
bonus deferral plans, and 81, 82
director shareholding requirement
121-2
plans
restrictions, and 30
short and long term, valuing 34-7
price see share price
scheme rules 25
see also valuing the package
shareholders see investors

short term incentive and share plans, valuing

34-7
SIPs 94-6
Smith, William Claxton 157-8
Smith Report 183
social security 13
solvency regulations 67
special contractual protection 18-19
spot price 6
staff handbook 23
start dates, contract 26
stock awards 4
Stock Exchange 74
stretch goals 124, 126, 128, 129, 140
striking the deal 4-22
de-constructing the package 5-22
buyout 6-9
calculating 6-9
earned awards 8-9
expatriate benefits as part of 9-10
share price setting 7-9
option pricing models 7-8
unearned amounts 67
‘run-rate’, and 9
types 6
expatriate benefits 9-10, 13
buyout, as part of 9
limited period, for 11
repatriation provision 11
‘true expatriates’ and relocation
compensation 10
pension benefits 4, 6,9, 11-13
defined contribution arrangements 11
earnings related state pension benefits
13
final salary plans 11, 12

tax considerations 12
welfare benefits 12

‘runrate’ 5

buyout, and 9
calculating 13-22
affordability and contribution 17
bespoke arrangements 17-18
‘Boiling Frog Moment’ 19-20
component parts, value of 13-14
contingencies 18
‘internal rate’ 14, 16-17
market data 14-17
‘market rate or benchmark’ 14
remuneration surveys 14-15
micro greed 19-20
public perception of package 19
special protection, resisting 18-19
starting point, package value, to
establish 4-5
‘what if” scenarios 19

term sheets 5,6

‘best efforts’ to exercise options
required 8
contract basis see contract
purpose 22
summarising negotiations 20-22
conditions on offer 22
content 20-1

Sunday Times, The 154
supporting the business strategy 132-53
remuneration

IPOs 136-8
remuneration committees 137-8
remuneration in new floated
companies 138,139
retention issues 137
mature and growing companies 141-8
cost savings and remuneration 143-4
growth by acquisition 143-6
impact of acquisitions and
shareholder views 145-6
organic growth 142-3
shareholder preferences on incentives
141
private companies 135-7
private equity, mergers and
acquisitions, and 149-151
incentive plans 150-1

245

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9780521871594
www.cambridge.org

Cambridge University Press

978-0-521-87159-4 — Reward Governance for Senior Executives

Edited by Carol Arrowsmith , Rupert McNeil
Index
More Information

Reward Governance for Senior Executives

supporting the business strategy (cont.)
turnaround 151-23
rapid growth, in 138-9
start ups and IPO 132-5
executives’ share options 134-5
founder directors and shareholdings
134
target setting
larger, mature businesses 148-9
mature and growing companies
146-8
see also bonuses; incentive plans

target setting, mature companies in 146-9
see also bonuses; incentive plans
tax
advantages of pension schemes 66
considerations of pension benefits 12
cost of living equalisation, and 10
implications of
EMI plans 92-3
performance share plans 99-100
SAYE plans 93-4
share option plans 91-2
SIPs 94-6
relief under Finance Act 70
returns, assistance with 10
benefits to employee and employer
11
term sheets 5,6
‘best efforts’ to exercise options required
8
contract basis see contract
purpose 22
summarising negotiations 20-22
conditions on offer 22
content 20-1
termination of employment 18, 28-31
terms of reference see terms under
remuneration committees
time commitments 27
total remuneration approach 129-31
benchmarking framework 130-1
TSR 33,84,98,151-1,167,172,173
performance share plans 1001, 10312,
120-1, 195
turnaround 151-2
Turnbull guidance 182

246

UBM 159
UK
career average salary plans uncommon
68
change of control 28
companies and acquisition 143-5
disclosure environment 179
employment tax regimes 11
‘golden parachute’ terms uncommon
145
governance, approach to 1824
International Financial Reporting
Standards 162
LTIP opportunities from trustees 21
pension plans, DBand DC 52
valuing 52-3
remuneration in companies scrutinised
148
voting onin AGM 155
see also voting
right to work in 24
salary 57
share option plans 86
social security 13
‘unearned amounts’ 6
buyout issues arising 6-7
unregistered plans see FURBS; UURBS
upper quartile and median pay, targeting
63-4
uUsS
accounting standards 8
change of control 28
employment tax regimes 11
furlough 10
‘golden parachute’ terms usual 145
governance, approach to 181-2
medical and welfare benefits 12-13
NYSE 165
SEC rules 182
share option plans 86, 89
social security 13
UURBS 68

valuation methods
packages, for see valuing the package
share options, for 7

valuing the package 32-54
overview 32-3

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9780521871594
www.cambridge.org

Cambridge University Press

978-0-521-87159-4 — Reward Governance for Senior Executives

Edited by Carol Arrowsmith , Rupert McNeil
Index
More Information

Index

purpose of valuation 32
short and long term incentive and share
plans 34-7
‘expected value” 35-6
‘face value’ 37
‘intrinsic value’ 36-7
key issues 34-5
‘projected value’ 36
valuing each element 37-54
benefits in kind 39
incentive plans
annual, valuing 39-40
expected value 40
projected value 39-40
deferred annual incentive plans 40
matching shares on deferral 40-1
LTIP 41
expected value 44-9
dividend yield 45
employee forfeiture rates 49
performance conditions 45-8
share price volatility 44-5
projected value 41
dividends 43-4
performance conditions 42-3

share price growth assumptions
41-2
values, expected/projected, compared
49-52
pensions 52-3
DB and DC plans 52
valuing 52-3
salary 37-8
verbal contracts, enforceability of 24
vesting
annual bonus deferral 81-3
levels in performance share plans 120-1
period 35
schedules 50-1
valuations, in 33, 34-5, 42-3, 45-8
Vodafone 159
volatility, underlying share price of 7
voluntary bonus deferral plans 84
voting on remuneration 155, 158, 164, 196

welfare benefits 12-13
‘wind fall gains’ 18, 146
Wolfensohn, James D. 180
Worldcom 155,183
WTR 27

247

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9780521871594
www.cambridge.org

