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Agenda for today

Welcome and setting the scene: Laura Wadding, Partner — Risk Advisory, Deloitte
Scene setting — the mainstreaming of ESG and incorporating ESG under incentive plans rewards

@ ESG in reward: trends and design considerations: Anne Kelleher, Director — Tax & Legal, Deloitte

and Rhys Thomas, Manager, Tax & Legal, Deloitte
What we have seen in the market and how to get there — design approaches and getting started.

g:@:' ESG and governance: Melissa Scully, Director, Deloitte
Exploring the Board’s role in respect of ESG and key ESG topics on the Remuneration Committee agenda

é Q&A session
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Agenda

What does ESG mean in a Reward Context?

Current trends in ESG

What are the Proxy Advisers saying about ESG?

ESG in Incentive Plans
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What does ESG mean in a Reward Context?
Questions for Organisations to ask themselves
Which metric — link to strategy

* KPIs and key strategic measures
* External goals and commitments made?
* Reported/audited metrics?

Workforce and communications

* Eligible populations — broad-based or
senior management only?
* Line of sight and signifying priorities of

business Single metric or basket of measures?

* Clear single metric/KPI versus scorecard — ‘single goal’
with clear message versus more holistic assessment?

Setting robust and quantifiable
targets

* Disclosure of metrics — bonus v LTIP
* Target versus maximum range
» Verification / assurance of out-turns?

Timeframe for assessment?

* Progress assessment after one year, three years? Or a
different timeframe e.g. five years, separate incentive plan?

Quantum?

* Level of opportunity?
* |s the RemCo comfortable paying £ amount for achievement
of targets, irrespective of financial performance?
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MentiMeter poll Question

Goto

www.menti.com

Has your organisation introduced ESG metrics  Mentimeter
into your organisation’s Executive -
Remuneration?

Enter the code
 We have

5481 8412

e

« We intend to
- We have not

© 2021 Deloitte Ireland LLP. All Rights Reserved.



Current Trends in ESG
The hot topic items

Climate
Change: Net
Zero

Diversity &
Inclusion
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ESG
Disclosures

Executive
Remuneration

Current Trends

Climate Change: Net Zero

ESG Disclosures

Diversity & Inclusion

Executive Remuneration




Current Trends in ESG
What is happening in the market?

Linking Climate Change Metrics to
executive pay

7RYANAIR

Ryanair will include metrics within its Long Term
Incentive Plan which incentivises its ESG goals of reducing
CO2 per passenger / km over the coming years. The
metric will have a 20% weighting on the overall award
and will depend on Ryanair Group’s CDP environmental
protection score improving over the 3-year vesting
period.

Element of bonus linked to sector specific metric (e.g. 10% weighting)

=lutter
Entertainment plc

A responsible gambling measure has been included for
the current performance year. Flutter notes this is critical
to the sustainability of their organisation and the wider
industry, Measured by a reduction in revenue from
customers who are defined as “at risk”
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vodafone

Kihgspan

There are three purpose pillars in which ESG
targets are set and linked to executive pay:

Within Inclusion for all, Vodafone have set a target to
have 40% of women in management and senior
leadership positions by 2030.

Within Planet, Vodafone have set a target of reaching
“net zero” emissions across their full value chain by 2040.
Within Digital Society, Vodafone aims to support the
digitalization of healthcare to help those unable to go to
a hospital.

Linking Climate Change Metrics to executive pay

Kingspan have introduced an additional ESG metric into
their Performance Share Plan, the metric is based on
their Planet Passionate sustainability strategy to reduce
the company’s environmental impact. The weighting of
the metric will be 10% against the total award



What are the Proxy Advisers Saying About ESG?
ISS and Glass Lewis

ISS

In February of 2018, ISS launched an Environmental &
Social Quality Score which they describe as “a data-driven
approach to measuring the quality of corporate
disclosures on environmental and social issues, including
sustainability governance and to identify key disclosure
omissions.”

59 ESG)

Glass Lewis

Glass Lewis uses data and ratings from Sustainalytics, a
provider of ESG research, in the ESG Profile section of
their standard Proxy Paper reports for large cap
companies or “in instances where they identify material
oversight issues.” Their stated goal is to provide summary
data and insights that can be used by Glass Lewis clients
as part of their investment decision-making. ISS and Glass
Lewis guidelines can help provide a basic structure for
starting board conversations about ESG.

R

GLASS LEWIS
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MentiMeter poll Question

For organisations who have considered
introducing ESG metrics into their incentive
plans, have they been introduced into

« Annual bonus

« Long term incentive
« Both

© 2021 Deloitte Ireland LLP. All Rights Reserved.

Goto

www.menti.com

i Mentimeter

Please enter the code

Enter the code

5481 8412

e
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What are the Proxy Advisers Saying About ESG?
Trends and proxy environment in Ireland and further afield

| Ireland*

UK

Based on 24 Irish PLCs, 46% have
included ESG metrics in their
incentive plans.

Measures are more commonly found
within the annual incentive.

ESG and incentive plans
(% of companies using ESG metrics)

Annual...
LTIP

Breakdown of ESG measures in

the annual bonus
Governance

5% Environmen
tal...

Social

Breakdown of ESG measures in the

LTIP Governanc
e
0%

Social

27%

Annual bonus plans

FTSE 100
FTSE 250

Long-term incentive plans

FTSE 100
FTSE 250
0% 10% 20% 30% 40%
50%
40% Annual bonus — ESG metrics

30% Health and safety

have been larger increases in Environmental
and Governance.

Consumer, Energy and Financial Services
(typically banking) sectors.

76% o
0% Societal (e.g. diversity,
nvironmental 20% .8 3
73% Climate/ environme Goverr.iaknce and community impact)Other/not disclosed
o risK...
10% 23% ESG ratings/ ESG = £
strategy...
0%
Europe 50%
40% LTIP — ESG metrics
c. 70% of the largest European companies ESG metrics are more common within short Climate/
i ithi iri i i i i 9 environment
include ESG within their incentives, a increase term incentive pla-ms c0|:npared to Long- 30% o Governance and
from last year. term incentives. 0% risk Other/not disclosed
(]
. . . . - 339 13%
Social metrics are most common but there Measures are most common in the Societal (e.g. digital ; 0
10% impact, diversity)

21%

0%

*Based on 24 companies with March 2020 — March 2021 year ends
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ESG in Incentive Plans
Key Considerations

Environmental

CO2 emissions —

scope 1 &2
Carbon Water Vehicle fuel
intensity efficiency efficiency
‘Green’ Plastic  Recycling Flight
financing use rate emissions
Hazardous Renewable energy
waste consumption
CDP
rating

v Emerging as the primary focus of investor
groups (e.g. ShareAction)

v' More common in LTIP

v Often stand-alone metrics

v’ Potential use of reporting standards (e.g.

Digital education

Women in Community Fair tax
leadership outreach policy
Accident / Real living Digital
incident rate wage connections
Responsible Responsible Ethnic
supplier policy gambling diversity

Employment for
under-represented
groups

v' Increasing focus post COVID-19

v Emergence in annual bonus and LTIP
scorecards

v' Internal and external metrics? E.g. D&l
versus societal / community programmes

Governance

Cyber/ data
security

Regulatory Risk management
relationships strategy

Culture and Conduct and Internal
engagement complaints controls

Financial crime Crisis

Risk and ethics management

training

v' Commonly part of FS scorecard in annual
bonus

v Focus on risk frameworks, health and
safety — part of ‘day job’?

v Individual or collective targets

C—

Underpin ‘Modifier’ Basket or Stand-alone Stand-alone
e.g. Apple metric incentive plan?
et e oy P ESG modifier applied SCONECang Single ‘material’ KPI ) . )
ESG-related underpin to incentive out-turn e.g. 4-5 ESG-related identified and linked to S arate incentive
metric before some or e.qg. +/- 10% KPIs assessed as stand-alone incentive plan //nked'to ESG
all incentive element part of scorecard element (typically 10-20% goals gnd aligned to
can pay out weighting) timeframe
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ESG in Incentive Plans
Growing focus on climate change

How are Remuneration Committees considering climate?

Aligning financial and strategic priorities on
ESG

Integrate sustainability into core board
responsibilities

Set tone from the top

Set external goals

Executive accountability — link pay to wider
stakeholder experience

Link to executive incentive plans

© 2021 Deloitte Ireland LLP. All rights reserved.

- Mark Carney says banks should link -~
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Former VW boss Martin Winterkorn pays out€llm
over dieselgate emissions scandal, June 2020
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Apple links executive pay to performance
against ESG targets January 2021
o ey At :

executive pay to Paris climate goals October
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Investor guidance on incentive plans

Reputational risk / shareholder voting
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ESG in Incentive Plans
Gender Pay Gap

Gender Pay Gap (GPG) Information Act 2021 will require organisations

with 250 or more employees to publish pay differences between female and male employees

We’ve seen examples of organisations, such as SSE plc in the UK, incorporating Gender Pay Gap
specific metrics into their incentive plans. Typically, this would involve the achievement of
lowering the organisation’s gender pay gap and achievement of DEI strategy

The Initial Steps Assurance Gender Pay and Equal Pay
Strategies

Review the methods employed
by your organisation to
measure its Gender Pay Gap to
ensure compliance with the
Irish Gender Pay Regulations
Review any compliance gaps
and risks

Review your organisation’s

* Analyse the drivers of your
organisation’s Gender Pay Gap
Supporting in forming your
Gender Pay strategy

* Assistance with forming your
organisation's supporting
narrative

* Gather all relevant data and

* Conduct the Gender Pay Gap
calculations utilising Deloitte’s
consultancy expertise and
Gender Pay Gap tools
Review your organisation’s

Be clear and consistent on data
classifications to be used.

Understand GDPR and legal
considerations to collecting data.

readiness to report

Who is this for?

* Organisations of any size who
have undertaken the
calculations of their Gender
Pay Gap and are now looking
to develop their future Gender
Pay strategy
Organisations who need
support in forming their
supporting narrative

readiness to report

Who is this for?

e Organisations of any size who
have taken the first steps on
their Gender Pay Gap journey
Organisations who would like
assurance around their
calculations

have not yet conducted any
gender pay gap analysis

Bl |dentify systems and indicators to Who is this for?
TSRS I e * Organisations of any size who
— Define the narrative
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The Board’s role in ESG

Understanding where the Board can add value

1. Stewardship

* Provides strategic leadership to
ensure that the purpose is clear

* Ensures that ESG is integrated into
the overall strategy

* Defines and visibly role models the
values of the organisation

* Proactively develops its culture

* Supports initiatives to further long
term sustainability

* Helps to develop effective
governance arrangements,
including an ESG policy or
framework

© 2021 Deloitte Ireland LLP. All rights reserved.

Ensures it is properly informed on
ESG matters in a timely fashion

Seeks assurance from
management

Holds management to account

Monitors performance against ESG
targets and compliance

Oversees the risk framework and
major risks, ensuring that ESG is
embedded holistically

Ensures governance arrangements
are effective and adhered to

3. Accountability

Engages proactively and
meaningfully with owners and
stakeholders on key ESG topics

Openly and clearly explains the
direction, performance and
conduct of the organisation

Openly and clearly explains the
impact of the board and the
effectiveness of its governance
arrangements

Focuses on the impact they are
having and ESG outcomes



Remuneration Committee perspectives
Areas to focus on in respect of ESG/reward

© 2021 Deloitte Ireland LLP. All rights reserved.

Wider
workforce

CEO
performance
evaluation

Materiality

Internal
processes
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Key issues for the Board and Remuneration Committee
Current challenges to navigate

Linking ESG (and
reward) to overall
strategy

Articulating a clear
rationale that aligns to
purpose

Providing sufficient
disclosure for
stakeholders

Determining
appropriate non-
financial criteria

© 2021 Deloitte Ireland LLP. All rights reserved.

Setting clear and
measurable ‘stretching’
targets

Setting measurable
‘stretching’ targets
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Key issues for the Board and Remuneration Committee
Examples to consider (1/2)

Anglo American Plc

THE PURPOSE TO

REWARD JOURNEY

Our stratagy is to sacure, develop and
oparate a portfclio of high quality and
long life resounce eeeste, from which we
will deliver leading sharsholdar returna.
W achiews this through inmovative
practices and technologies — in the
hande of our world clase pecpls —
towards our common Purpoae.

OUR PURPOSE
Ie re-imagining mining

OUR
STRATEGIC
ELEMENTS

Portfolio
The qualtly and long IFa of gur mineral asssts ar the
foundistion of our globel busineas. W focue on sacurng
&nd continuously Improving asssts fret ofier tha most
etiractke long fenm vala-craation potential, &= measunad
by sustainable cash 1ow and rstuma.

Tha soale Bnd aversiy of our porticlio Bliow Us 10 kversgs

0ur TNAnGiE resoUross, technical Scpartise, ard Eupplsr
TElaonEnips towers Osliery on our Uil potertial Bnd to
th= Densft of cur CUSKIMSrs, Craating & messursd risk
profie ENd SUPpCring Siong E1ume, Though he cyos.

D) Formors on Porthlo:
Sac papes 2030

e

Innovation

ACIDEE SveEry S3pect of our Dushness, we s
Nk N INMovateEly BOOUL Now We SnaUrs the satEty
o QUr pacpe, EnfENCE oUr SUstanabilty perormanca,
and delvar anduring velue for all our stekshokdera.

From expioration 10 dsivanng our products 1 our customers,
FuturaSmart Mining™ Is our Rinovetion-led pathaay to sLEtainable

mMNiNg Goupked W the besst-In-Cls aparational Improvements

FutureSmart Mining™
FutureSmart Miing™ ks cur Irnovetion-lsd
patfrway to sustainable mining. Technalogles

and digkatsation wil Lundamental chargs how
e Mine, Process, Movs Bnd miarket our
products; and cur Sustainable Mning Plen
Wil franEfom how our stakehokder
ERpEiEnce ANGD AMANCEn.

12} For mora on Futured mart Mining™:
Becpamms M-

W

Technology
W e Intagrating technclogles to anebla sate
miring, rEmosing pecple Tom NEMm's Wey and
o Mmioe precissty target metal end mireral win
le83 washa, weter and anemy

0} For more on Teshnolagy:
‘Ega paga 31

Digitalisation
Qurvelon B o creele & iy smert, connected
ming, franefoming vaat quentities of data I
pradictive Nteliganca wih the ubimete sim of
crealing & sal-lsaming operation that offer new
liewels of sisty, StaDly and pracctaniity.

MEASURING DELIVERY
OF OUR STRATEGY

W track our strateqgic progresa
ing K

SAFETY AND HEALTH
T do no harm to
aurwarkfonze

EMVIRONMENT
To minimiss our mpact
an the emvironmeant

SOCI0-POLITICAL

To partmer in tha bensfits
of mining with local
communitie

govemment

PEDOPLE
To crets

through capable peao)
and an effec

performance culturs

BALANCED REWARD

alary, annual borwus and
Plan ILTF).

Fixed pay €

Easia salary lavals erc roviawed arrusly by tha Aemurcrtion
+ Compary parlanmanss,
afincreesa for tha bradar

pepuationand infiation. Refermnos mey ba mada to tha marat

meden of FTSE B0 and refural resouroa compania: =

[PeGr groups, 10 eNsu e algrmant.

farad ot marct-competi

Anubons @OOOOO0

Arrunl banus performance measures induds:

undaryirg sernings per share [EPS). EPSis ona
frerciel messurss of perkrmarcs and
is =&l on Bn snnuel basis ko ansun ara damanding
et realistic

= Indhidual meesums which hewa & foous o partfclic
weation and high parlorming eamrs
= 10% on safiety, heakh mr ormmant [EHE] measras

A saiaty dadustar mey be appl ur businass

d inba sheves for s minimum
and clawtack

bsinyg deiverad Tom our uniqus Opsrating kods! and P101
PrOQTAMITE, We 18 TUNCEmentsly CHEngIng ha wery we SirEct,
[OCEES BN MANkst oUr pRooUcts, and wil prowias the rest

0O Formeman Digttalisation:
Exa paga 31
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step-change In apsrating and Anencial perormanca. PRODUCTION
L3 ) Formerean Innovation: Sustainability T sustainably procucs
Sas pages 26-30 COUr far-rSaching Sustainabis Mining Plan E bult aliable product
Paople around Ihee mejor Brees of Qb sustanabify and shanshoidar imars
Our people ene critical o al that wa dao FdlarE, which ﬂmrﬂw‘gﬁ‘:‘;:'asme The LTIP periormancs measuss and weightngs ol
Thia parinershipe wa buld beally snd gobaly Dewmiogmant .
are cenrl to merkaning our raguistory and Q) Formana on our Sustainabia Mining Flan: COST
zocial lancas t opersts Bnd ol sustaned ERS P Sat To ba competit
COMMEcEl BUGoSss. ing as efficiently
W craate INclushee BN chvarse working anvionmeants 3 possible
NGt ENCOUNEE 2nd SLPPST 2 Nigh pamonTence Culue
and innowathe thirking.
Cur OrgenESkion Mook enaunes we have the right pecple FINANCIAL
I theright rakee doing the right valus-sdding work at the ~ T pcicd o hold sharcs i iha

right tims, with claar accourtebikles thet miimizs work
duplcation end Increasa cepebity and effectivances.

O For mare on Paapia:

Capital allecation

™ This mfects e paloy for 2010, & new ramunem ion

aary for tha CEO end by fims:
salary for cther casoutive. dicotors. This anoourages furthar
aligriman sharaholdar

364 Underpinning our siretagy, we have palcy, etieciva for 2020-2022, wil ba ken ko
3 WEle-CLEad SPpITach to capitsE sharshoiar vats at 1he AGM In May 3020, _ :
alozation, with clear priomtisation: For mera cetalls Ses pages 110433 of the Inegraed O For ourkPis
sustaining cephal to maimsn sssst Arninl Asport 2013

Intagrty; paymint of besa ddsnds,
&nd then the sllocation of discretion ey
capital to either growt Invsatments,
upgradss to our portioiio, or addtional
TBTUTE 12 sharanoidsrs.

For mors on Capital aliscation:
o Sas pages 42-43

fir- e




Key issues for the Board and Remuneration Committee

Examples to consider (1/2)

OneSavings Bank plc

2019 performance against the Business Balanced Scorecard

largets*
Thresheld Budget Max Actual Outcome Qutcome
Category Key performance indicator (25%) (50%) (100%) result CED CFO
Financial (50%)  Underlying PBT £192.9m  £196.9m  £2049m  £199.1m 33.44% 33.44%
All-in ROE 21.4% 22.4% 24.4% 23.2%
Cost to income ratio 31.0% 30.0% 28.0% 30.4%
Net loan book growth 16.2% 17.2% 19.2% 20.1%
Customer (15%) Customer satisfaction 45 50 60 67 11% 11%
Broker satisfaction 27.5 30 35 26.6
Complaints 0.8% 0.5% 0.1% 0.1%
Quality (15%) Overdue actions 3 2 0 1 11.45% 11.45%
Arrears 1.25% 1.0% 0.5% 0.96%
High-severity incidents 4 3 1 0
Staff (10%) Diversity? 27.0% 28.0% 30.0% 30.9% 10% 10%
Employee engagement? 3 4 6 7
Personal (10%)  Vary by executive - see section below 10% 10%
Total 75.89% 75.89%

1. Targets - based on a sliding scale between threshold, target and maximum.
2. Diversity - based on the gender diversity of the senior leadership team.

3. Employee engagement - the employee engagement score represents the number of categories which showed improvement versus the prior year.

© 2021 Deloitte Ireland LLP. All rights reserved.
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Practical steps
Guidance to think about going forward

(o

Refresh your Terms of Reference \

Ensure that your Board and Committee Terms
of Reference reflect their emerging
responsibilities in respect of ESG matters and

these have been mapped into your forward

plans /

Continuously monitor \

Receive regular updates and carve out time in
the agenda to allow enable review of tracking
against agreed targets. Ensure you have the

right information and insights to make

\ informed decisions. /

© 2021 Deloitte Ireland LLP. All rights reserved.

Engage appropriately \

This expanded role will affect what is reported
to (the Board), employees, shareholders and
the public. There needs to be a clear
understanding of key stakeholders and plans to

engage with them /

\_

~

Keeping up to date on technical matters, ESG
developments. Understanding trends,
competitor areas of focus and the market

response. /

Training and development

22
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Deloitte.

Sustainability & Rewards: Getting
Started

Thank you for attending
Webinar recording and slides will be shared with all attendees in the

coming days

' MAKING AN
IMPACT THAT
' MATTERS
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