Draft Regulations laid before Parliament under section 473(3) and 1290 of the Companies Act
2006, for the approval by resolution of each House of Parliament.

DRAFT STATUTORY INSTRUMENTS

2013 No. XXXX
COMPANIES

The Large and Medium-sized Companies and Groupsofds
and Reports) (Amendment) Regulations 2013

Made - - - - * k%

Comingintoforce - - 1st October 2013

The Secretary of State makes the following Reguiatiin exercise of the powers conferred by
sections 421(1) to (2A), 422A(4) and 1292(1)(a) éz)bf the Companies Act 20Q6(

In accordance with sections 473(3) and 1290 of Aledta draft of this instrument was laid before
Parliament and approved by a resolution of eactsEl@fl Parliament.

Citation and commencement

1. These Regulations may be cited as the Large andiukhesized Companies and Groups
(Accounts and Reports) (Amendment) Regulations 20itBcome into force on 1st October 2013.

Amendment of the Large and Medium-sized Companies nal Groups (Accounts and
Reports) Regulations 2008

2—(1) The Large and Medium-sized Companies and Gro(fccounts and Reports)
Regulations 2008&) (“the 2008 Regulations”) are amended as follows.
(2) Regulation 11 (directors’ remuneration report (@dotompanies)) is amended as follows—
(a) after paragraph (1) insert—

“(1A) The document setting out a revised directaeshuneration policy in accordance
with section 422A of the 2006 Act must contain itii@rmation specified in Schedule 8 to
these Regulations, and must comply with any requerds in that Schedule as to how that
information is to be set out.”;

(b) omit paragraph (2); and

(c) in regulation 11(3) for the words from “the party tPart 3” substitute “the information
set out in the report as identified in Part 5.

(&) 2006 c.46. Section 421 was amended by sectioh) @(the Enterprise and Regulatory Reform Act 2(0d.24). Section
422A was inserted into the Companies Act 2006 dayign 79(2) of the Enterprise and Regulatory Raféct 2013.
(b) S.l. 2008/410 to which there are amendmentseievant to these Regulations.



Substitution of Schedule 8 to the 2008 Regulations

3. For Schedule 8 to the 2008 Regulations (Quotedhaaies: Directors’ Remuneration Report)
substitute the Schedule set out in the Scheduleet®e Regulations.

Application and transitional provision

4—(1) The amendments made by these Regulation®t@dA8 Regulations do not apply to a
company in respect of a financial year ending lee8flith September 2013.

(2) The provisions of the 2008 Regulations as theydstoonediately before 1st October 2013
continue to apply in respect of a financial yeatieg before 30th September 2013.

(3) The provisions of Part 6 of Schedule 8 apply texased directors’ remuneration policy set
out in a document in accordance with section 4222of the Companies Act 2006 on or after 1st
October 2013.

Name
Parliamentary Under Secretary of State for EmplkayihiRelations and Consumer Affairs
Date Department for Business, Innovation and Skills
SCHEDULE Regulation 3
“SCHEDULE 8
QUOTED COMPANIES: DIRECTORS’ REMUNERATION
REPORT
PART 1
INTRODUCTORY

1—(2) In the directors’ remuneration report for aaincial year (“the relevant financial
year”) there must be shown, subject to sub-par&gf2), the information specified in Parts
2, 3, and 4.

(2) The directors’ remuneration policy as specified Part 4, may, subject to sub-
paragraph (3), be omitted from the directors’ rearation report for a financial year, if the
company does not intend, at the accounts meetindniah the report is to be laid, to move
a resolution to approve the directors’ remuneragiolicy in accordance with section 439A
of the 2006 Act.

(3) Where the directors’ remuneration policy is tted from the report in accordance
with sub-paragraph (2), there must be set outanréiport the following information—

(@) the date of the last general meeting of thepsom at which a resolution was
moved by the company in respect of that directoeshuneration policy and at
which that policy was approved; and

(b) where, on the company’s website or at somergitaee, a copy of that directors’
remuneration policy may be inspected by the memtfeitse company.



2—(1) Information required to be shown in the report or in respect of a particular
person must be shown in the report in a mannerlithieg the information to that person
identified by name.

(2) Nothing in this Schedule prevents the directesting out in the report any such
additional information as they think fit, and artgm required to be shown in the report
may be shown in greater detail than required byptbgisions of this Schedule.

(3) Where the requirements of this Schedule maKereece to a “director” those
requirements may be complied with in such mannéo aséstinguish between directors who
perform executive functions and those who do not.

(4) Any requirement of this Schedule to provideomnfiation in respect of a director may,
in respect of those directors who do not perfornecexive functions, be omitted or
otherwise modified where that requirement is nqtliapble to such a director and in such a
case, particulars of, and the reasons for, thesionior modification must be given in the
report.

(5) Any requirement of this Schedule to provideomiation in respect of performance
measures or targets does not require the disclagunformation which, in the opinion of
the directors, is commercially sensitive in respddhe company.

(6) Where information that would otherwise be regdito be in the report is not included
in reliance on sub-paragraph (5), particulars of] the reasons for, the omission must be
given in the report and an indication given of whénat all) the information is to be
reported to the members of the company.

(7) Where any provision of this Schedule requiressiian or figure to be given in respect
of any financial year preceding the relevant finahcyear, in the first directors’
remuneration report prepared in accordance with 8tuhedule, that sum or figure may,
where the sum or figure is not readily availablenirthe reports and accounts of the
company prepared for those years, be given as tima¢s and a note of explanation
provided in the report.

PART 2
ANNUAL STATEMENT

3. The directors’ remuneration report must contastagement by the director who fulfils
the role of chair of the remuneration committeg (@nere there is no such person, by a
director nominated by the directors to make théestant) summarising for the relevant
financial year—

(a) the major decisions on directors’ remuneration;

(b) any substantial changes relating to directegiuneration made during the year;
and

(c) the context in which those changes occurreddaatsions have been taken.

PART 3
ANNUAL REPORT ON REMUNERATION

Single total figure of remuneration for each direcor

4—(1) The directors’ remuneration report must, toe televant financial year, for each
person who has served as a director of the comglaauyy time during that year, set out in a
table in the form set out in paragraph 5 (“the Enigptal figure table”) the information
prescribed by paragraphs 6 and 7 below.



(2) The report may set out in separate tablesrtfigmation to be supplied in respect of
directors who perform executive functions and theke do not.

(3) Unless otherwise indicated the sums set odhéntable are those in respect of the
relevant financial year and relate to the direst@érformance of, or agreement to perform,
qualifying services.

5—(1) The form of the table required by paragraps4

Single Total Figure Table

a b C d e Total
Director 1 | xXxx XXX XXX XXX XXX XXX
Director 2 | XxX XXX XXX XXX XXX XXX

(2) The directors may choose to display the taldmgian alternative orientation, in
which case references in this Schedule to columm$abe read as references to rows.

6—(1) In addition to the columns described in paaayr7, columns—

(@) must be included to set out any other itemth@nature of remuneration (other
than items required to be disclosed under paragt&pkwhich are not set out in the
columns headed “(a)” to “(e)”; and

(b) may be included if there are any sub-totalsottrer items which the directors
consider necessary in order to assist the undeliagof the table.

(2) Any additional columns must be inserted betbeecolumn marked “Total”.

7—(1) Subject to paragraph 9, in the single tofgilife table, the sums that are required
to be set out in the columns are—

(a) inthe column headed “a”, the total amountadfis/ and fees;
(b) in the column headed “b”, all taxable benefits;

(c) in the column headed “c”, money or other asseteived or receivable for the
relevant financial year as a result of the achiev@nof performance measures and
targets relating to a period ending in that finahgear other than—

(i) those which result from awards made in a mesifinancial year and where
final vesting is determined as a result of the eahinent of performance
measures or targets relating to a period endirngerrelevant financial year;
or

(i) those receivable subject to the achievemeniperformance measures or
targets in a future financial year,

(d) in the column headed “d”, money or other assstsived or receivable for periods
of more than one financial year where final vesting

() is determined as a result of the achievemdnpesformance measures or
targets relating to a period ending in the releViaaincial year; and

(ii) is not subject to the achievement of perfone® measures or targets in a
future financial year,;

(e) inthe column headed “e”, all pension relatedddits including—
(i) payments (whether in cash or otherwise) io b retirement benefits;
(i) all benefits in year from participating in p&on schemes;

(f) in the column headed “Total”, the total amoohthe sums set out in the previous
columns.
(2) Where it is necessary to assist the undersignafi the table by the creation of sub-
totals the columns headed “a” to “e” may be setioatn order other than the one set out in
paragraph 5.



8—(1) In respect of any items in paragraph 7(1)(c)(d) where the performance
measures or targets are substantially (but nog)felbmpleted by the end of the relevant
financial year—

(@) the sum given in the table may include sumskwhtlate to the following financial
year; but

(b) where such sums are included, those sums mostba included in the
corresponding column of the single total figureleaprepared for that following
financial year; and

(c) a note to the table must explain the basis@falculation.

(2) Where any money or other assets reported insthgle total figure table in the
directors’ remuneration report prepared in respéciny previous financial year are the
subject of a recovery of sums paid or the withhmidof any sum for any reason in the
relevant financial year—

(a) the recovery or withholding so attributable s shown in a separate column in
the table as a negative value and deducted frorodiuenn headed “Total”; and

(b) an explanation for the recovery or withholdiagd the basis of the calculation
must be given in a note to the table.

(3) Where the calculations in accordance with pagly 10 (other than in respect of a
recovery or withholding) result in a negative valtiee result must be expressed as zero in
the relevant column in the table.

9—(1) Each column in the single total figure tablestncontain, in such manner as to
permit comparison, two sums as follows—

(@) the sum set out in the corresponding coluntherreport prepared in respect of the
financial year preceding the relevant financialryead

(b) the sum for the relevant financial year.

(2) When, in the single total figure table, a sungiven in the column which relates to
the preceding financial year and that sum, whemwgein the report for that preceding year
was given as an estimated sum, then in the reldwveamicial year—

(a) it must be given as an actual sum;

(b) the amount representing the difference betvibenestimate and the actual must
not be included in the column relating to the rat@financial year; and

(c) details of the calculation of the revised sumstrbe given in a note to the table.

10—(1) The methods to be used to calculate the semsined to be set out in the single
total figure table are—

(a) for the column headed “a”, cash paid to or iked#e by the person in respect of
the relevant financial year;

(b) for the column headed “b”, the gross value kefmayment of tax;

(c) for column “c”, the total cash equivalent inding any amount deferred, other than
where the deferral is subject to the achievemeritidier performance measures
or targets in a future financial year;

(d) for column “d"—
(i) the cash value of any monetary award;
(i) the value of any shares or share options da@rcalculated by—

(@aa) multiplying the original number of shares geanby the proportion
that vest (or an estimate);

(bb) multiplying the total arrived at in (aa) byetmarket price of shares at
the date on which the shares vest; and

(iii) the value of any additional cash or shareseivable in respect of dividends
accrued (actually or notionally);



(e) for the column headed “e”,—
(i) for the item in paragraph 7(1)(e)(i), the castiue;

(i) for the item in paragraph 7(1)(e)(ii), wh&ietaggregate pension input amount
would be across all the pension schemes of the aoynpr group in which
the director accrues benefits, calculated usingntieéhod set out in section
229 of the Finance Act 200#)(where—

(aa)

(bb)
(cc)
(dd)

(ee)

(ff)

references to “pension input period” are todaal as references to the
company’s financial year, or where a person becargisector during
the financial year, the period starting on the dateperson became a
director and ending at the end of the financialyea

all pension schemes of the company or groujgtwhprovide relevant
benefits to the director are deemed to be regdtsrhemes;

all pension contributions paid by the direadoring the pension input
period are deducted from the pension input amount;

in the application of section 234 of that Atie figure 20 is substituted
for the figure 16 each time it appears;

subsections 229(3) and (4) do not apply; and
section 277 of that Act is read as follows—

“277 Valuation assumptions

For the purposes of this Part the valuation assomptin relation to a person,
benefits and a date are—

(a) if the person has not left the employment tactvlihe arrangement relates
on or before the date, that the person left thaglepment on the date with a
prospective right to benefits under the arrangement

(b) if the person has not reached such age (if asyhpust have been reached to
avoid any reduction in the benefits on accountg#, dhat on the date the
person is entitled to receive the benefits withraout reduction on account of
age, and

(c) that the person’s right to receive the bendidsl not been occasioned by
physical or mental impairment.”.

(2) For the item in paragraph 7(1)(e)(ii) whereréhbas not been a company contribution
to the pension scheme in respect of the directdriflsuch a contribution had been made it
would have been measured for pension input purpasegr section 233(1)(b) of the
Finance Act 2004, when calculating the pension tirgpuount for the purposes of sub-
paragraph (1)(e)(ii) it should be calculated asthié cash value of any contribution
notionally allocated to the scheme in respect efghrson by or on behalf of the company
including any adjustment made for any notional siweent return achieved during the
relevant financial year were a contribution paictty employer in respect of the individual
for the purposes of section 233(1)(b) of the Firafct 2004.

(3) For the purposes of the calculation in sub-graah (1)(d)(ii)—

(@) where the market price of shares at the datevibich the shares vest is not
ascertainable by the date on which the remuneragport is approved by the
directors, an estimate of the market price of theres shall be calculated on the
basis of an average market value over the lastejuafrthe relevant financial year;

and

(8) 2004 (c.12).



(b) where the award was an award of shares or g@iens, the cash amount the
individual was or will be required to pay to acguihe share must be deducted
from the total.

Definitions applicable to the single total figure able

11—(1) In paragraph 7(1)(b) “taxable benefits” inahse—
(a) sums paid by way of expenses allowance thatare
(i) chargeable to United Kingdom income tax (omabbe if the person were an
individual, or would be if the person were residenthe United Kingdom for
tax purposes), and

(i) paid to or receivable by the person in respéqualifying services; and

(b) any benefits received by the person, other welary, (whether or not in cash)
that—

(i) are emoluments of the person, and
(i) are received by the person in respect of ifiag services.
(2) A payment or other benefit received in advaoica director commencing qualifying

services, but in anticipation of performing quadlify services, is to be treated as if received
on the first day of performance of the qualifyirepsces.

Additional requirements in respect of the single ttal figure table

12—(1) In respect of the sum required to be set gypdragraph 7(1)(b), there must be
set out after the table a summary identifying—

(a) the types of benefits the value of which islided in the sum set out in the
column headed “b”; and

(b) the value (where significant).

(2) For every component the value of which is ideld in the sums required to be set out
in the columns headed “c” and “d” of the table layggraphs 7(1)(c) and (d), there must be
set out after the table the relevant details.

(3) In sub-paragraph (2) “the relevant details” nea
(a) details of any performance measures and théwehleighting of each;

(b) within each performance measure, the performaagets set at the beginning of
the performance period and corresponding valubeoftvard achievable;

(c) for each performance measure, details of agteidbrmance relative to the targets
set and measured over the relevant reporting peand the resulting level of
award; and

(d) where any discretion has been exercised inectsgf the award, particulars must
be given of how the discretion was exercised amd the resulting level of award
was determined.

(4) For each component the value of which is inetlth the sum set out in the column
headed “c” of the table, the report must statenif amount was deferred, the percentage
deferred, whether it was deferred in cash or sh#redevant, and whether the deferral was
subject to any conditions other than performancasues.

(5) Where additional columns are included in acanog with paragraph 6(1)(a), there
must be set out in a note to the table the basis/lioh the sums in the column were
calculated, and other such details as are necefssaap understanding of the sums set out
in the column, including any performance measurelsting to that component of
remuneration or if there are none, an explanatfomhy not.



Total pension entitlements

13—(1) The directors’ remuneration report must, facte person who has served as a
director of the company at any time during the vate financial year, and who has a
prospective entitlement to defined benefits or daalance benefits (or to benefits under a
hybrid arrangement which includes such benefitsegpect of qualifying services, contain
the following information in respect of pensions—

(a) details of those rights as at the end of theryincluding the person’s normal
retirement date;

(b) a description of any additional benefit thall wecome receivable by a director in
the event that that director retires early; and

(c) where a person has rights under more thanymeedf pension benefit identified in
column headed “e” of the single total figure talsleparate details relating to each
type of pension benefit.

(2) For the purposes of this paragraph, “definedelits”, “cash balance benefits” and
“hybrid arrangement” have the same meaning asdtiosel52 of the Finance Act 2004.

(3) “Normal retirement date” means an age speciiredhe pension scheme rules (or
otherwise determined) as the earliest age at whibiie the individual continues to accrue
benefits under the pension scheme, entitlemenbenafit arises—

(a) without consent (whether of an employer, thisteres or managers of the scheme
or otherwise), and

(b) without an actuarial reduction,

but disregarding any special provision as to eaglyayment on grounds of ill health,
redundancy or dismissal.

Scheme interests awarded during the financial year

14—(1) The directors’ remuneration report must foctegperson who has served as a
director of the company at any time during thevaie financial year contain a table setting
out—

(a) details of the scheme interests awarded tgéhgon during the relevant financial
year; and

(b) for each scheme interest—
(i) a description of the type of interest awarded;
(i) a description of the basis on which the awiarchade;
(iii) the face value of the award;

(iv) the percentage of scheme interests that wbeldeceivable if the minimum
performance was achieved;

(v) for a scheme interest that is a share op@onexplanation of any difference
between the exercise price per share and the gpeeified under paragraph
14(3);

(vi) the end of the period over which the perfonce measures and targets for
that interest have to be achieved (or if thered#fferent periods for different
measures and targets, the end of whichever of {heseds ends last); and

(vii) a summary of the performance measures amgets if not set out elsewhere in
the report.

(2) In respect of a scheme interest relating toeshar share options, “face value” means
the maximum number of shares that would vest ipatformance measures and targets are
met multiplied by either—

(a) the share price at date of grant or
(b) the average share price used to determineuimbder of shares awarded.



(3) Where the report sets out the face value ohward in respect of a scheme interest
relating to shares or share options, the report specify—

(a) whether the face value has been calculated) tisenshare price at date of grant or
the average share price;

(b) where the share price at date of grant is ubedamount of that share price and the
date of grant;

(c) where the average share price is used, whaptlte was and the period used for
calculating the average.

Payments to past directors

15.The directors’ remuneration report must, for tleevant financial year, contain
details of any payments of money or other asseyoperson who was not a director of
the company at the time the payment was made, It ad been a director of the
company before that time, excluding—

(a) any payments falling within paragraph 16;
(b) any payments which are shown in the singld fare table;

(c) any payments which have been disclosed in giqure directors’ remuneration
report of the company;

(d) any payments which are belowda minimis threshold set by the company and
stated in the report;

(e) payments by way of regular pension benefitsroented in a previous year or
dividend payments in respect of scheme interetdes after leaving office; and

() payments in respect of employment with or angheo contractual service
performed for the company other than as a director.

Payments for loss of office

16.The directors’ remuneration report must for thievant financial year set out, for
each person who has served as a director of theamyrat any time during that year, or
any previous year, excluding payments which arevbel de minimis threshold set by the
company and stated in the report—

(a) the total amount of any payment for loss ofceffpaid to or receivable by the
person in respect of that financial year, brokemmanto each component
comprised in that payment and the value of eactpooent;

(b) an explanation of how each component was catled)

(c) any other payments paid to or receivable bypbleson in connection with the
termination of qualifying services, whether by wafycompensation for loss of
office or otherwise, including the treatment of stahding incentive awards that
vest on or following termination; and

(d) where any discretion was exercised in respéthe payment, an explanation of
how it was exercised.

Statement of directors’ shareholding and share inteests
17.The directors’ remuneration report for the rel@viamancial year must contain, for
each person who has served as a director of thpamyrat any time during that year—

(a) a statement of any requirements or guidelineshie director to own shares in the
company and state whether or not those requirenoemfsidelines have been met;

(b) in tabular form or forms—



(i) the total number of interests in shares indbmpany of the director including
interests of connected persons (as defined foptinposes of section 96B(2)
of the Financial Services and Markets Act 2@00(

(ii) total number of scheme interests differenmigtbetween—
(aa) shares and share options; and
(bb) those with or without performance measures;

(i) details of those scheme interests (which nexglude any details included
elsewhere in the report); and

(iv) details of share options which are—
(aa) vested but unexercised; and
(bb) exercised in the relevant financial year.

Performance graph and table

18—(1) The directors’ remuneration report must—
(a) contain a line graph that shows for each of—

(i) a holding of shares of that class of the comyfmequity share capital whose
listing, or admission to dealing, has resultechim ¢company falling within the
definition of “quoted company”, and

(i) a hypothetical holding of shares made up lodres of the same kinds and
number as those by reference to which a broad yequédrket index is
calculated,

a line drawn by joining up points plotted to reenats for each of the financial
years in the relevant period, the total sharehaleleirn on that holding; and

(b) state the name of the index selected for thpqaes of the graph and set out the
reasons for selecting that index.

(2) The report must also set out in tabular formfthilowing information for each of the
financial years in the relevant period in respédhe director undertaking the role of chief
executive officer—

(a) total remuneration as set out in the singlal figure table;

(b) the sum set out in the table in column headgdr the single total figure table
expressed as a percentage of the maximum that bawukel been paid in respect of
that component in the financial year; and

(c) the sum set out in column headed “d” in theylgirtotal figure table restated as a
percentage of the number of shares vesting aghi@eshaximum number of shares
that could have been received, or, where paid imaycand other assets, as a
percentage of the maximum that could have beenipag&bspect of that component
in the financial year.

(3) For the purposes of sub-paragraphs (1), (2) @&hd“relevant period” means the
specified period of financial years of which thetles the relevant financial year.

(4) Where the relevant financial year—

(a) is the company’s first financial year for whittfe performance graph is prepared
in accordance with this paragraph, “specified”ub-garagraph (3) means “five”;
(b) is the company’s “second”, “third”, “fourth” fifth” financial year in which the

report is prepared in accordance with this Schedsfeecified” in sub-paragraph
(3) means “six”, “seven”, “eight”, “nine” as thesmmay be; and

() 2000 (c.8). Section 96B was inserted by pardgfapf Schedule 1 to S.I. 2005/381. Subsection 2p®és substituted by
regulation 2(1) of S.I. 2009/2461.
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(c) is any financial year after the fifth financig@ar in which the report is prepared in
accordance with this Schedule, “specified” meaes™t
(5) Sub-paragraph (2) may be complied with by Usstber—
(@) asum based on the information supplied indirectors’ remuneration reports for
those previous years, or,
(b) where no such report has been compiled, atdeitarresponding sum.

(6) For the purposes of sub-paragraph (1), theal'tshareholder return” for a relevant
period on a holding of shares must be calculatewyusfair method that—

(a) takes as its starting point the percentagegeghamer the period in the market price
of the holding;

(b) involves making—

(i) the assumptions specified in sub-paragrapraé/fo reinvestment of income,
and

(i) the assumption specified in sub-paragrapha@®}o the funding of liabilities;
and

(c) makes provision for any replacement of shareshe holding by shares of a
different description;

and the same method must be used for each of tliegp® mentioned in sub-paragraph (1).
(7) The assumptions as to reinvestment of incoree-ar

() that any benefit in the form of shares of thme kind as those in the holding is
added to the holding at the time the benefit besomaeeivable; and

(b) that any benefit in cash, and an amount equahe value of any benefit not in
cash and not falling within paragraph (a), is agpkt the time the benefit becomes
receivable in the purchase at their market pricehafres of the same kind as those
in the holding and that the shares purchased aedait the holding at that time.

(8) In sub-paragraph (7) “benefit” means any benéficluding, in particular, any
dividend) receivable in respect of any shares énhtblding by the holder from the company
of whose share capital the shares form part.

(9) The assumption as to the funding of liabiliiethat, where the holder has a liability
to the company of whose capital the shares in tidiig form part, shares are sold from
the holding—

(a) immediately before the time by which the lidpils due to be satisfied, and

(b) in such numbers that, at the time of the dhle,market price of the shares sold
equals the amount of the liability in respect & ghares in the holding that are not
being sold.

(10) In sub-paragraph (9) “liability” means a liktlyi arising in respect of any shares in
the holding or from the exercise of a right attatteany of those shares.

Percentage change in remuneration of director undéaking the role of chief executive
officer

19—(1) The directors’ remuneration report must set @ a manner which permits
comparison) in relation to each of the kinds of weeration required to be set out in each
of the columns headed “a”, “b” and “c” of the siaglotal figure table the following
information—

(a) the percentage change from the financial yessaaling the relevant financial year
in respect of the director undertaking the rol¢hef chief executive officer; and

(b) the average percentage change from the finlage@r preceding the relevant
financial year in respect of the employees of thapgany taken as a whole.

11



(2) Where for the purposes of sub-paragraph (1¥l@omparator group comprising the
employees taken as a whole is considered by th@aoynas an inappropriate comparator
group of employees, the company may use such otiraparator group of employees as
the company identifies, provided the report corst@rstatement setting out why that group
was chosen.

(3) Where the company is a parent company, thera&it must relate to the group and

not the company, and the director reported onesdihector undertaking the role of chief
executive officer of the parent company, and theleyees are the employees of the group.

Relative importance of spend on pay

20—(1) The directors’ remuneration report must setinua graphical or tabular form
that shows in respect of the relevant financiar yeal the immediately preceding financial
year the actual expenditure of the company, anddifierence in spend between those
years, on—

(a) remuneration paid to or receivable by all erppés of the group;

(b) distributions to shareholders by way of divideand share buyback; and

(c) any other significant distributions and paynseat other uses of profit or cash-
flow deemed by the directors to assist in undeditanthe relative importance of
spend on pay.

(2) There must be set out in a note to the reportegplanation in respect of sub-

paragraph (1)(c) why the particular matters wereseh by the directors and how the
amounts were calculated.

(3) Where the matters chosen for the report inaetspf sub-paragraph (1)(c) in the
relevant financial year are not the same as ther gittbms set out in the report for previous
years, an explanation for that change must be given

Statement of implementation of remuneration policyin the following financial year

21—(1) The directors’ remuneration report must cangistatement describing how the
company intends to implement the approved directerauneration policy in the financial
year following the relevant financial year.

(2) The statement must include, where applicabke+
(a) performance measures and relative weightingsdoh; and

(b) performance targets determined for the perfoceameasures and how awards
will be calculated.

(3) Where this is not the first year of the appmvemuneration policy, the statement
should detail any significant changes in the wagt tthe remuneration policy will be
implemented in the next financial year comparelddw it was implemented in the relevant
financial year.

(4) This statement need not include informatiort thalsewhere in the report, including
any disclosed in the directors’ remuneration policy

Consideration by the directors of matters relatingto directors’ remuneration

22—(1) If a committee of the company’s directors hassidered matters relating to the
directors’ remuneration for the relevant finangiahr, the directors’ remuneration report
must—

(@) name each director who was a member of the dtbemrat any time when the
committee was considering any such matter;

(b) state whether any person provided to the coteenidvice, or services, that
materially assisted the committee in their consitien of any such matter and
name any person that has done so;
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(c) in the case of any person named under paradgplwho is not a director of the
company (other than a person who provided legailcadyn compliance with any
relevant legislation), state—

(i) the nature of any other services that thaspethas provided to the company
during the relevant financial year;

(i) by whom that person was appointed, whethenatr by the committee and
how they were selected;

(i) whether and how the remuneration committess Isatisfied itself that the
advice received was objective and independent; and

(iv) the amount of fee or other charge paid bydbmpany to that person for the
provision of the advice or services referred tpamagraph (b) and the basis
on which it was charged.

(2) In sub-paragraph (1)(b) “person” includes (artggular) any director of the company
who does not fall within sub-paragraph (1)(a).

(3) Sub-paragraph (1)(c) does not apply where thesgn was, at the time of the
provision of the advice or service, an employethefcompany.

(4) This paragraph also applies to a committee kvhionsiders remuneration issues
during the consideration of an individual’s nomioatas a director.

Statement of voting at general meeting

23.The directors’ remuneration report must contastaiement setting out in respect of
the last general meeting at which a resolutionhef following kind was moved by the
company—
(@) in respect of a resolution to approve the dinst remuneration report, the
percentage of votes cast for and against and timb@uof votes withheld;

(b) in respect of a resolution to approve the daet remuneration policy, the
percentage of votes cast for and against and timb@uof votes withheld; and,

(c) where there was a significant percentage ofsvaigainst either such resolution, a
summary of the reasons for those votes, as fanawik to the directors, and any
actions taken by the directors in response to thoseerns.

PART 4
DIRECTORS’ REMUNERATION POLICY

Introductory

24—(1) The information required to be included in thieectors’ remuneration report by
the provisions of this Part must be set out ingasse part of the report and constitutes the
directors’ remuneration policy of the company.

(2) Where a company intends to move a resolutiolm ateeting of the company to
approve a directors’ remuneration policy and ihtended that some or all of the provisions
of the last approved directors’ remuneration polarg to continue to apply after the
resolution is approved, this fact must be statethé policy which is the subject of the
resolution and it must be made clear which prowsiof the last approved policy are to
continue to apply and for what period of time itriiended that they shall apply.
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(3) Notwithstanding the requirements of this P, directors’ remuneration policy part
of the report must set out all those matters foictvthe company requires approval for the
purposes of Chapter 4A of Part 10 of the 2006 &ct(

(4) Where any provision of the directors’ remunieratpolicy provides for the exercise
by the directors of a discretion on any aspecheffolicy, the policy must clearly set out
the extent of that discretion in respect of anyhseariation, change or amendment.

(5) The directors’ remuneration policy (or revisdidectors’ remuneration policy) of a
company in respect of which a company moves a wéeal for approval in accordance
with section 439A of the 2006 Act must, on thetfioecasion that such a resolution is
moved after 1st October 2013 set out the date unch it is intended by the company
that that policy is to take effect.

Future policy table

25—(1) The directors’ remuneration report must caniaitabular form a description of
each of the components of the remuneration packag¢he directors of the company
which are comprised in the directors’ remunerafioficy of the company.

(2) Where the report complies with sub-paragraphbflreference to provisions which
apply generally to all directors, the table musioainclude any particular arrangements
which are specific to any director individually.

(3) References in this Part to “component parthefremuneration package” include, but
are not limited to, all those items which are ral@vfor the purposes of the single total
figure table.

26.In respect of each of the components describelenable there must be set out the
following information—

(&) how that component supports the short and feng-strategic objectives of the
company (or, where the company is a parent comghaygroup);

(b) an explanation of how that component of theusenation package operates;

(c) the maximum that may be paid in respect of g@hponent (which may be
expressed in monetary terms, or otherwise);

(d) where applicable, a description of the framéwaosed to assess performance
including—
(i) a description of any performance measures hjaply and, where more than

one performance measure applies, an indicationhef weighting of the
performance measure or group of performance megsure

(ii) details of any performance period; and

(iif) the amount (which may be expressed in maryetarms or otherwise) that
may be paid in respect of —

(aa) the minimum level of performance that resiiteiny payment under
the policy, and

(bb) any further levels of performance set in adaace with the policy;
(e) an explanation as to whether there are anyigioms for the recovery of sums paid
or the withholding of the payment of any sum.
27.There must accompany the table notes which setout

(a) in respect of any component falling within gaegh 26(d)(i)—(iii), an explanation
of why any performance measures were chosen andahgwperformance targets
are set;

(8) Chapter 4A was inserted into the Companies AGG2@.46) by section 80 of the Enterprise and Retgty Reform Act
2013 (c.24).
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(b) in respect of any component (other than sakess, benefits or pension) which is
not subject to performance measures, an explanafiomhy there are no such
measures;

(c) if any component did not form part of the rerration package in the last
approved directors’ remuneration policy, why thamponent is now contained in
the remuneration package;

(d) in respect of any component which did form at pd such a package, what
changes have been made to it and why; and

(e) an explanation of the differences (if any) e tcompany's policy on the
remuneration of directors from the policy on thenomeration of employees
generally (within the company, or where the compang parent company, the

group).

28.The information required by paragraph 25 maygespect of directors not performing
an executive function, be set out in a separate tid there must be set out in that table
the approach of the company to the determinatien of

(a) the fee payable to such directors;
(b) any additional fees payable for any other dutiiethe company;
(c) such other items as are to be considered indghee of remuneration.

Approach to recruitment remuneration

29—(1) The directors’ remuneration policy must contai statement of the principles
which would be applied by the company when agre#tiegcomponents of a remuneration
package for the appointment of directors.

(2) The statement must set out the various comgsneghich would be considered for
inclusion in that package and the approach to betad by the company in respect of each
component.

(3) The statement must, subject to sub-paragraphsét out the maximum level of
variable remuneration which may be granted (whif lse expressed in monetary terms or
otherwise).

(4) Remuneration which constitutes compensationtler forfeit of any award under
variable remuneration arrangements entered intle aviprevious employer is not included
within sub-paragraph (3) of this paragraph, busubject to the requirements of sub-
paragraphs (1) and (2).

Service contracts
30. The directors’ remuneration policy must contaiteacription of any obligation on the
company which—
(a) is contained in all directors’ service contsact

(b) is contained in the service contracts of ang on more existing directors (not
being covered by paragraph (a)); or

(c) itis proposed would be contained in direct@er'vice contracts to be entered into
by the company

and which could give rise to, or impact on, rematien payments or payments for loss of
office but which is not disclosed elsewhere in tieigort.

31.Where the directors’ service contracts are nott keailable for inspection at the
company'’s registered office, the report must giegails of where the contracts are kept,
and if the contracts are available on a websiliekao that website.

32.The provisions of paragraphs 30 and 31 relatindirtectors’ service contracts apply
in like manner to the terms of letters of appointiraf directors.
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lllustrations of application of remuneration policy

33.The directors’ remuneration report must, in respéeach person who is a director
(other than a director who is not performing anceige function), set out in the form of a
bar chart an indication of the level of remunemativat would be received by the director in
accordance with the directors’ remuneration politythe first year to which the policy
applies.

34—(1) The bar chart must contain separate barssepteg—

(&) minimum remuneration receivable, that is to, sagluding, but not limited to,
salary, fees, benefits and pension;

(b) the remuneration receivable if the director wiasrespect of any performance
measures or targets, performing in line with themgany’s expectation;

(c) maximum remuneration receivable (not allowiagdny share price appreciation).
(2) Each bar of the chart must contain separats pdrich represent—

(a) salary, fees, benefits, pension and any otieen ifalling within sub-paragraph
34(1)(a);

(b) remuneration where performance measures cetiarglate to one financial year;

(c) remuneration where performance measures oetmnglate to more than one
financial year.

(3) Each bar must show—
(a) percentage of the total comprised by eacheoptrts; and
(b) total value of remuneration expected for eaah b
35—(1) A narrative description of the basis of cadtidn and assumptions used to
compile the bar chart must be set out to enablenderstanding of the charts presented.

(2) In complying with sub-paragraph (1) it is natcessary for any matter to be included
in the narrative description which has been setimuhe future policy table required by
paragraph 25.

Policy on payment for loss of office

36. The directors’ remuneration policy must set o@ dompany’s policy on the setting
of notice periods under directors’ service consact

37.The directors’ remuneration policy must also set the principles on which the
determination of payments for loss of office widl Bpproached including—
(@) anindication of how each component of the mayrwill be calculated;

(b) whether, and if so how, the circumstances ef director's loss of office and
performance during the period of qualifying sendce relevant to any exercise of
discretion; and

(c) any contractual provision agreed prior to 2Ttine 2012 that could impact on the
guantum of the payment.

Statement of consideration of employment conditionslsewhere in company

38.The directors’ remuneration policy must containstatement of how pay and
employment conditions of employees (other thancttirs) of the company and, where the
company is a parent company, of the group of alinelertakings within the same group as
the company, were taken into account when settiagblicy for directors’ remuneration.

39. The statement must also set out—

(a) whether, and if so, how, the company consultild employees when drawing up
the directors’ remuneration policy set out in §hést of the report;
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(b) whether any remuneration comparison measuremeate used and if so, what
they were, and how that information was taken attoount.

Statement of consideration of shareholder views

40.The directors’ remuneration policy must contaistatement of whether, and if so
how, any views in respect of directors’ remuneratiexpressed to the company by
shareholders (whether at a general meeting orwibser have been taken into account in
the formulation of the directors’ remuneration pgli

PART 5

PROVISIONS OF THE DIRECTORS’ REMUNERATION REPORT WZH
ARE SUBJECT TO AUDIT

41.The information contained in the directors’ rematien report which is subject to
audit is the information required by paragraphso4l? (inclusive) of Part 3 of this
Schedule.

PART 6
REVISED DIRECTORS’ REMUNERATION POLICY

42. A revised directors’ remuneration policy prepairedccordance with section 422A of
the 2006 Act must contain all those matters requing Part 4 of this Schedule to be in the
directors’ remuneration policy.

43.A revised directors’ remuneration policy must ke sut in the same manner as
required by Part 4 of this Schedule in respecthat part of the directors’ remuneration

report.

PART 7
INTERPRETATION AND SUPPLEMENTARY

44—(1) In this Schedule—
“amount”, in relation to a gain made on the exerad a share option, means the
difference between—
(@) the market price of the shares on the day dohathe option was exercised; and

(b) the price actually paid for the shares;

“company contributions”, in relation to a pensiocheme and a person, means any
payments (including insurance premiums) made,eat®d as made, to the scheme in
respect of the person by anyone other than thepers

“emoluments” of a person—

(a) include salary, fees and bonuses, sums pawlalyyof expenses allowance (so far
as they are chargeable to United Kingdom incomeotawould be if the person
were an individual or would be if the person wegsident in the United Kingdom
for tax purposes), but

(b) do not include any of the following, namely—

(i) the value of any share options granted to dirthe amount of any gains made
on the exercise of any such options;
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(i) any company contributions paid, or treatedpagd, in respect of him under
any pension scheme or any benefits to which hentislesl under any such
scheme; or

(iii) any money or other assets paid to or reaioereceivable by him under any
scheme;

“pension scheme” means a retirement benefits scheithén the meaning given by
section 150(1) of the Finance Act 2004 which is—

(a) one in which the company participates or
(b) one to which the company paid a contributionrguthe financial year;

“performance measure” is the measure by which pmadace is to be assessed, but
does not include any condition relating to service:

“performance target” is the specific level of penance to be attained in respect of
that performance measure;

“qualifying services”, in relation to any personeams his services as a director of the
company, and his services at any time while hedisetor of the company—

(a) as a director of an undertaking that is a slidnsi undertaking of the company at
that time;

(b) as a director of any other undertaking of whighis a director by virtue of the
company’s nomination (direct or indirect); or

(c) otherwise in connection with the managemernhefaffairs of the company or any
such subsidiary undertaking or any such other uakiieg;

“remuneration committee” means a committee of dinec of the company having
responsibility for considering matters relatedite temuneration of directors;

“retirement benefits” means relevant benefits witlihe meaning given by section
393B of the Income Tax (Earnings and Pensions)2808@) read as if subsection (2)
were omitted;

“scheme” (other than a pension scheme) means amgmgnt or arrangement under
which money or other assets may become receivabke ierson and which includes
one or more qualifying conditions with respectéovice or performance that cannot be
fulfilled within a single financial year, and fohis purpose the following must be
disregarded, namely—

(a) any payment the amount of which falls to bedeined by reference to service or
performance within a single financial year;

(b) compensation in respect of loss of office, pagta for breach of contract and
other termination payments; and

(c) retirement benefits;
“scheme interest” means an interest under a scheme;

“shares” means shares (whether allotted or nothéncompany, or any undertaking
which is a group undertaking in relation to the pamy, and includes a share warrant
as defined by section 779(1) of the 2006 Act;

“share option” means a right to acquire shares;

“value” in relation to shares received or receieabh any day by a person who is or
has been a director of a company, means the maniketof the shares on that day.

(2) In this Schedule “compensation in respect gklof office” includes compensation
received or receivable by a person for—

(a) loss of office as director of the company, or

(8 2003 (c.1). Substituted by section 249 of theakoe Act 2004 (c.12) and amended by paragraph 638tedule 1 to the
Income Tax (Trading and Other Income) Act 2005)(c.5
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(b) loss, while director of the company or on ocannection with his ceasing to be a
director of it, of—

(i) any other office in connection with the managat of the company’ affairs;
or

(i) any office as director or otherwise in conti@c with the management of the
affairs of any undertaking that, immediately beftine loss, is a subsidiary
undertaking of the company or an undertaking ofciwhie is a director by
virtue of the company’s nomination (direct or iregit);

(c) compensation in consideration for, or in conioecwith, a person’s retirement
from office; and

(d) where such a retirement is occasioned by achrefithe person’s contract with the
company or with an undertaking that, immediatelyfobe the breach, is a
subsidiary undertaking of the company or an unéartgof which he is a director
by virtue of the company’s nomination (direct odirect)—

(i) payments made by way of damages for the bresch

(i) payments made by way of settlement or comgsenof any claim in respect
of the breach.

(3) References in this Schedule to compensatidndecbenefits otherwise than in cash;
and in relation to such compensation referencalignSchedule to its amounts are to the
estimated money value of the benefit.

(4) References in this Schedule to a person beingriected” with a director, and to a
director “controlling” a body corporate, are todmnstrued in accordance with sections 252
to 255 of the 2006 Act.

45. For the purposes of this Schedule emoluments paidceivable or share options
granted in respect of a person’s accepting offiseaadirector are to be treated as
emoluments paid or receivable or share optionstgdain respect of his services as a
director.

46—(1) The following applies with respect to the amtsuto be shown under this
Schedule.

(2) The amount in each case includes all relevamisspaid by or receivable from—
(@) the company; and
(b) the company’s subsidiary undertakings; and
(c) any other person,

except sums to be accounted for to the compangyofits subsidiary undertakings or any
other undertaking of which any person has beenmextdr while director of the company,
by virtue of section 219 of the 2006 Act (paymemtcdonnection with share transfer:
requirement of members’ approval), to past or preseembers of the company or any of
its subsidiaries or any class of those members.

(3) Reference to amounts paid to or receivable Ipgraon include amounts paid to or
receivable by a person connected with the persoa lbody corporate controlled by the
person (but not so as to require an amount to beted twice).

47—(1) The amounts to be shown for any financial yeater Part 3 of this Schedule are
the sums receivable in respect of that year (whempwid) or, in the case of sums not
receivable in respect of a period, the sums paithguhat year.

(2) But where—

(&) any sums are not shown in the directors’ rematimn report for the relevant
financial year on the ground that the person recgithem is liable to account for
them as mentioned in paragraph 46(2), but thelitpbs thereafter wholly or
partly released or is not enforced within a penb@ years; or
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(b) any sums paid by way of expenses allowancecheaeged to United Kingdom
income tax after the end of the relevant finangédr or, in the case of any such
sums paid otherwise than to an individual, it doegsbecome clear until the end of
the relevant financial year that those sums woeldHarged to such tax were the
person an individual,

those sums must, to the extent to which the lighiti released or not enforced or they are
charged as mentioned above (as the case may be3hdwen in the first directors’
remuneration report in which it is practicable fow them and must be distinguished from
the amounts to be shown apart from this provision.

48.Where it is necessary to do so for the purposmaking any distinction required by
the preceding paragraphs in an amount to be showompliance with this Schedule, the
directors may apportion any payments between thtersdn respect of which these have
been paid or are receivable in such manner asthirdyappropriate.

49.The Schedule requires information to be given adyfar as it is contained in the
company’'s books and papers, available to membetiseopublic or the company has the
right to obtain it.”
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EXPLANATORY NOTE

(This note is not part of the Regulations)

These Regulations are made under section 421 &l di2the Companies Act 2006 (c.46) (“the
Act”) and substitute Schedule 8 of the Large andliM®-sized Companies and Groups (Accounts
and Reports) Regulations 2008 (S.I. 2008/410) (20@8 Regulations”).

Regulation 2 makes consequential amendments téateull of the 2008 Regulations.

Regulation 3 substitutes the Schedule to these |IR@zus for Schedule 8 of the 2008
Regulations.

Schedule 8 specifies the information to be incluthethe directors’ remuneration report which
the directors of a quoted company are requireddpgre under section 420 of the Act.

Part 2 of Schedule 8 provides that the report sfmadtain a summary statement by the chair of
the remuneration committee.

Part 3 of Schedule 8 requires the report to coritdormation about the remuneration of the
directors in the financial year being reported thg relevant financial year”), including a single
total figure table of remuneration in respect afteperson who was a director during the relevant
financial year, payments made to directors for lafseffice, a performance graph which sets out
the total shareholder return of the company ondhss of equity share capital, if any, which
caused the company to fall within the definition“gfioted company” in section 385 of the Act,
the percentage change in the remuneration of tie¢ ekecutive officer, the relative importance of
spend on pay, a statement of how the directorsuramation policy of the company will be
implemented in the financial year following theensnt financial year , the consideration given by
directors to the matter of remuneration and a staté of the result of the voting on any
resolutions in respect of the directors’ remunerateport or policy at the last general meeting of
the company.

Part 4 of Schedule 8 sets out the requirementsinglao the company’s future directors’
remuneration policy and requires a future remum@rapolicy table, an illustration of the
application of that policy to the directors, themmany’s policy on payment for loss of office and
a statement regarding consideration of the compgawnyerall pay policy and the views of
shareholders in the formulation of the policy.

Part 6 of Schedule 8 sets out the requirementa fewised directors’ remuneration policy, and
Part 5 defines the auditable part of the report.

A full regulatory impact assessment of the efféett this instrument will have on the costs of
business and the voluntary sector is available frin@ Business Environment Directorate,
Department for Business, Innovation and Skills, itt&fia Street, London SW1H OET or from
www.gov.uk/bis and is annexed to the Explanatoryrideandum which is available alongside the
instrument at www.legislation.gov.uk.
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