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Pay in a volatile environment
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Recruitment
challenges persist

More uncertainty
ahead...

Hot labour markets — peak employment?

Talent hotspots — digitisation

Currency volatility / business costs

Political landscape

‘Winter of discontent’?

What are the biggest concerns for your business at present?

Building resilience into operations

"

Geopolitical outlook

Pricing
All of the above
Revenue forecasting
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Climate change

The cost of business crisis hitting UK plc
Financial Times, September 2022
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Market volatility — different challenges

Significant variance in share price impact by sector Volatility in FX rates — USD:GBP shown

FTSE 350 - FTSE 350 FTSE 350 FTSE 350  FTSE 350 Travel
Banks and Technology Energy Healthcare and Leisure
Insurers
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Still need top
talent!

Talent challenges in
hard hit sectors




Remuneration committee agenda — a busy year ahead

Business
sustainability
and ESG




Question 1:

What do you see as the top talent priority for
your organisation in the coming year?

* Labour shortages and recruitment

e Building critical skills and competencies

* Future of work - remote/hybrid

* Diversity, inclusion and culture

e Supporting workforce in cost-of-living crisis
e Senior executive talent succession

* Other

e Don’t know

Labour shortages and recruitment

Supporting workforce in cost-of-living crisis

Senior executive talent succession

Building critical skills and competencies

Future of work - remote/hybrid

Other

Diversity, inclusion and culture

3%
1%

1%




The economic outlook

lan Stewart, Chief Economist
Sally Cooper, Partner




The economic environment

Inflation’s
back...

Labour markets
are currently
strong

G7 inflation rate
Group of seven major industrialised nations, % change over 12 months

Labour market slack: not much of it
Employment & vacancies as share of active population

UK inflation rate (RPI)

UK historical
context -
inflation
associated with
recessions
1960 1970 1980 1990 2000 2010 2020
Recession
UK interest rates: how high could they go?
Cost-of-living BBC News, October 2022
R e paam 1nanm .1 Lt JIERE . LT 2 —
rising interest oAl plans. windfall taxes to counter ‘astronomic’
rates energy bills

Liz Truss’s Relief for Energy Bills Is

Uncapped Liability for UK




Video — In conversation with...
HRDs and CPOs
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Polling questions and reflections
Juliet Halfhead, Partner
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Question 2:

What is your estimated average
workforce salary increase for FY23?

* No increase
* Lessthan3%
* 3%-4%

* 5%-6%

* 7% or more
* Don’t know

Less than 3%

3% - 4%

5% - 6%

7% or more

Don’t know
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Question 3:

What is your estimated CEO salary
increase for FY23?

No increase

Less than 3%

* Noincrease
* Lessthan3%
* 3%-4%

* 5%-6%

* 7% or more

* Don’t know

7% or more

Don’t know

14



Question 4:

Which, if any, of the following cost-of-living
actions have you taken or are you like to take
across the workforce? (Select all that apply)

* Increased annual Salary bUdget Increased annual salary budget I 73%
- e 53%
e  One-off payment One-off payment 539%

. i Mid-year salary i I 32%
* Mid-year salary increase id-year salary increase .

Accelerated bonus payment date [ 4%
* Accelerated bonus payment date

Enhanced healthcare B 10%
 Enhanced healthcare

Increased pension contributions T 7%

* Increased pension contributions Free share awards I 8%

* Free share awards

Other benefits (e.g. free meals) T 33%
e Other benefits (e.g. free meals) Don'tknow M 2%

e Don’t know None M 3%
° None Other I 8%

e Other
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Question 5:

Estimate the median value of shares held by a FTSE 100 CEO (as % of salary)?

* 0-200% of salary
 200% - 400% of salary
* 400% - 600% of salary
* 600% + of salary
 Don’t know

Median 625% of salary
held by a FTSE 100 CEO
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Question 6:

Do you expect your executive annual bonus out-
turns to be higher or lower this year?

* Higher
* Lower
e Don’t know

Don’t know
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Question 7:

Are you seeking approval for a new Remuneration
Policy in the coming year? If yes, what changes do you
currently expect to make?

No policy review this year [ 52%

Yes —minimal changes I 31%
*  No policy review this year

. . _ . . .
. Yes - minimal changes Yes — Increased incentive max (100% of salary +) FE 5%

*  Yes-increased incentive max (0-100% of salary) Ves—other [ 3%
*  Yes - Increased incentive max (100% of salary +)
*  Yes- restricted share plan Yes - value creation plan [l 2%
y Yes - ‘hybrid’ plan (e.g. PSP and RSU) Yes — one-off incentive award [ 1%
*  Yes-value creation plan

. . Yes — increased incentive max (0-100% of salar 1%
*  Yes - one-off incentive award ( ’ v H

*  Yes-other Yes — ‘hybrid’ plan (e.g. PSP and RSU) I 1%

* Don’t know
Don’t know [ 3%




Break

The next session will start at 3.35pm

19



Incentivising leadership...a
policy fit for purpose?

Ali Sidat, Partner

20



A different type of policy review

BAU Policy Review Strategic alignment / business
phase

Executive talent strategy

Below board (Executive
Committee)

Best practice/safeguarding
features

Challenges for 2023

Evolving strategy

Reward
outperformance

of market?

Hot talent market

Hard to set
targets

Avoid rewards for
failure?

Maintain investor
support




Breaking the cycle

2014 20170 200 2023

_
—

e Standard 3-year cycle

* Atleast 1 out of cycle
Policy renewal

* Multiple out of cycle
Policy renewals




Alternative incentive structures in FTSE 100 (voting out-turns)

Single incentive plan

Restricted share

PSP/RSU

PSP/Options

One-off award

“low vote”

Strong support

Clear route to achieving strong
support

Growing interest amongst global Hybrid (PSP/RSU) implemented
companies by companies with large
shareholder to date

Lower levels of support

50% 55% 60% 65% 70% 75% 80% 85% 90% 95% 100%



Deploying goodwill

More than 85% 87% ‘ All 3 years above 80% 75%

Remuneration
Policy vote




Solution #1 — Restricted Stock




Solution #2 — Hybrid structure




Solution #3 — More innovative solutions




Solution #4 — Focus on performance measures

100%

75%

50%

25%

0%

Overall vesting

TSR

Financial

Strategic / ESG




Solution #4 — Focus on performance measures

. . - -




Concluding comments




Panel discussion

Annemarie Durbin, Persimmon plc and Santander UK plc
lan Tyler, Anglo American plc
Alex Edmans, Professor of Finance, London Business School

Vineet Chhibber, Director, Blackrock

Chair: Katie Kenny, Partner
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Cost-of-living actions

One-off cost-of-living payments Other actions (where published)

Additional benefits including
Payment value (£) — where disclosed financial planning assistance
' ' ' ‘ ‘ Accelerated bonus payment date

Increased employer
pension contributions

Enhanced healthcare

Other benefits (e.g. free
meals)

Free share awards

Typical one-off payments In
the range of £750 - £1,500

Mid year / enhanced salary increases

£0 £500 £1,000 £1,500 £2,000 £2,500 £3,000
Salary increase (%) — where disclosed
Banks, insurance and FS sector ™ Other sectors Y ( °)
Where applied, median mid
T . . 12% year /enhanced salary increase
Eligibility basis - where disclosed Typical earnings TG o e el o s
53% 47% threshold of £35k -
- - £50k 6%
Below an earnings threshold Below a grade/seniority I I I I I I I I I I I I
level 0%

Banks, insurance and FS sector ™ Other sectors

N



Assessing windfall gains

Wider
stakeholder
experience
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