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Welcome
Tuesday, 8 March 2016

2015 GEO Awards, London UK

Member Driven Not for Profit Organization

CURRENT SERVICE OFFERINGS
• Conferences and Regional Events
• Global Equity Insights Survey
• Regularly Scheduled Webcasts
• GEO Awards
• Chapter Meetings and Events
• GEOconnect
• GEO News and GEO Blog

LEARN
about crucial information,
news and developments
that can help you succeed
and advance in your
careers.
CONNECT
with experts and peers from
around the world and next
door to share best practices
and develop valuable
relationships that endure.
EXPERIENCE
a welcoming atmosphere
that fosters meaningful
dialogue and relationships.
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The Member Benefit you can't do
Business Without!

The GEO member-only, private and secure online
community. Interact with GEO members around the world
wherever and whenever you need to:
CONNECT and communicate with fellow members
PARTICIPATE in focused discussion groups

ACCESS useful and informative document libraries
NETWORK via a comprehensive member directory
CONTRIBUTE to member blogs and create your own
SHARE files and post questions online

2016 Annual Conference
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Three Extraordinary Keynotes
GEO takes pride in partnering with keynote speakers that represent the most
influential, forward thinking and astute leaders from business, academia and
everyday life to share their stories and ideas and make a difference to your work
and personal life and enhance your conference experience.

Dan Schawbel – DAY 1
Join Dan and learn all that the current market
requires to retain and motivate Generation Y.

Troy Paredes – DAY 2
Hear Troy's informed and experienced perspective on
the industry's financial regulation, corporate
governance and compliance issues.

Adrianne Haslet-Davis – DAY 3
A ballroom dancer and former Fortune 500 corporate
manager, Adrianne survived the 2013 Boston Marathon
bombings and will share her personal journey and
motivational strategies with us.
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Issuer Conference Pass Drawing

Issuers Attending Today - Be sure to leave your
business card with a Chapter Coordinator for
your chance to win a complimentary attendee
pass to the GEO Annual Conference in Boston!
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Mark your Calendar
CONFERENCES and REGIONAL EVENTS
• 17th Annual Conference, 20 – 22 April 2016, Boston, MA
CHAPTER MEETINGS
•
•
•
•

10 March – Silicon Valley
24 March – Texas
3 May – Sydney
5 May – Melbourne

WEBCASTS
• 30 March – Merge, Spin, Acquire, Invert: Corporate Transactions and
What They Mean for Your Global Equity Plans
• 5 May – Global Equity Updates
• 26 May – Academic Research in Executive Compensation: 2016
Update
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Thank you for attending!
www.globalequity.org
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2016 AGM Season approaches:
What you need to know

Daniele Vitale
Corporate Governance Manager
Email: daniele.vitale@georgeson.com
V1DIS

A COMPUTERSHARE COMPANY

Looking back: the UK 2015 AGM season
Quorum: FTSE 100 and FTSE 250 (2011 to 2015)
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Looking back: the UK 2015 AGM season
Rejected resolutions across the FTSE 350
FTSE 100
› Intertek Group
- The Directors’ Remuneration Report received 51.68% votes against. ISS and
Glass Lewis opposed, IVIS raised an amber top.

FTSE 250
› John Laing Infrastructure Fund
- A proposal to amend the articles of association, which would have facilitated
the issuance of shares without pre-emptive rights, received 43% votes against
(while 75% support was required). ISS and Glass Lewis opposed.

› SVG Capital
- An authority to issue shares without pre-emptive rights received 69.74% votes
in favour (while 75% support was required). Their proposal was in line with the
Pre-emption Group Principles. ISS and Glass Lewis supported. Coller (23%)
unhappy with management strategy.
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Looking back: the UK 2015 AGM season
Contested resolutions: more than 10% against votes across the FTSE 100
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Looking back: the UK 2015 AGM season
ISS: negative recommendations across the FTSE 100
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Looking back: the UK 2015 AGM season
Glass Lewis: negative recommendations across the FTSE 100
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Proxy Advisor Guideline Updates
› ISS
-

Director overboarding (applies their European policy to UK companies)

-

Short notice for EGMs (inappropriate use of authority can lead to negative rec)

-

Response to significant dissent (target same resolution at future meeting)

-

Disapplication of pre-emptive rights (accept the revised Pre-emption Group Principles)

› Glass Lewis
-

Audit fees (more sanctions for lack of disclosure)

-

Director overboarding (stricter limit on external positions)

-

Board diversity policy (target Nom. Comm. Ch. in case of failure to make progress)

-

Independence and tenure (full board tenure considered when looking at 9+ years)

-

Disapplication of pre-emptive rights (accept the revised Pre-emption Group Principles)

-

Environmental and Social Risk oversight (clarifies situations which result in neg. rec)

› IVIS
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-

IA Executive Remuneration Principles (“allowances” are “inconsistent with the spirit of
simplicity, clarity and pay for performance”).

-

Disapplication of pre-emptive rights (accept the revised Pre-emption Group Principles)

Pre-emption Rights
› Pre-emption Group Statement of Principles
-

First introduced in 1987, limiting authorities to issue shares for cash (i.e. without preemptive rights) to 5% per year and 7.5% over any rolling three-year period.

-

A revised Statement of Principles was published on 12 March 2015. See here for the full
statement: http://www.pre-emptiongroup.org.uk/.

-

The main change is that the annual limit has been raised to 10% but the Principles now
apply to all issues of equity securities undertaken to raise cash irrespective of the legal
form of the transaction (including, for example, ‘cashbox’ transactions).

-

ISS, Glass Lewis and IVIS have confirmed that they are supportive of the Statement.

60

50

FTSE 100: Proposals to issue shares
without pre-emptive rights broken
down by quarter (5% or 10%)
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2015 Q2

2015 Q3

2015 Q4

2016 Q1

Overboarding
› UK Corporate Governance Code
- “All directors should be able to allocate sufficient time to the company to
discharge their responsibilities effectively. [...] Non-executive directors should
undertake that they will have sufficient time to meet what is expected of them.
Their other significant commitments should be disclosed to the board before
appointment, with a broad indication of the time involved and the board should
be informed of subsequent changes.”

› ISS
- Executive directors are not expected to hold other executive or chairmanship
positions. They may, however, hold up to two other non-executive
directorships.
- A board chairman is not expected to hold an executive position elsewhere, or
more than one other chairmanship position. The chairman may, however, hold
up to three other non-executive directorships.
- A non-executive director who does not hold executive or chairmanship positions
may hold up to four other nonexecutive directorships.

› Glass Lewis
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- “[W]e have updated our guidelines to reflect that going forward we will
recommend voting against a director who serves as an executive officer of any
public company while serving on a total of more than two (previously three)
public company boards and any other director who serves on a total of more
than five (previously six) public company boards.”

Addressing significant votes against
› UK Corporate Governance Code
-

The Code states: “When, in the opinion of the board, a significant proportion of votes have
been cast against a resolution at any general meeting, the company should explain when
announcing the results of voting what actions it intends to take to understand the reasons
behind the vote result.”

› Investor view
-

The PLSA (NAPF) states that both against and abstain votes should be considered.

-

The GC100 and Investor Group states that companies “may wish to consider votes against
in excess of 20% as being significant” and may “wish to consider viewing” abstain votes
“exceeding 20% as also indicating a low level of support”.

-

The ISS guidelines state that where a company has received a significant level of dissent
on a resolution at a general meeting, ISS will consider if and how the company has sought
to understand the reasons behind the vote result, and how the company has
communicated its response to the dissent. As a starting point, dissent of 20% or more will
generally be used as the trigger for this analysis. In certain circumstances, ISS may
recommend a vote against the relevant resolution at a future general meeting if the
company has not explained its reaction to the dissent.

› Practice in 2015
-
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Nine FTSE 100 companies had resolutions with more than 20% opposition (for a total of
10 resolutions). Of these only three put out a statement about opposition levels.

Corporate Governance Engagements
1. Identification

2. Timing
3. Personalities
4. Be prepared to present
5. Ask questions sensitively
6. Transparency
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Georgeson’s 2015 Proxy Season Review

For the full document see here:
http://www.georgeson.com/uk/resource/Pages/Proxy-Season-Review2015.aspx
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FINANCIAL EDUCATION: A Good Decision?

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Why Financial Education?
75%
Would welcome
more support
on financial
planning.
*1

79%
believe
Financial
Education
improved
business
performance.
*4

86%
believe
Financial
Education
played a role
in their
decision to
take action
about their
own finances.

90%

97%

believe
Financial
Education is a
good decision.

view Financial
Education as a
‘valuable part
of the employer
benefit
package’

*3

*2

*2
*1: CIPD Employee Outlook Survey
*2: Money Advice Service
*3: AAG Research at IFS Proshare Conference
4. Employee Benefits magazine

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Employer Benefits
•
•
•
•
•
•

Reduce financial stresses (at all levels) affecting the business
An Employee Benefit that adds real value to employees personal
finances
The value of the Benefits packages are explain and appreciated
Employees aren’t worrying about their finances, they can focus on their
day job
Employee engagement on a subject that is important to them
Promote a culture of financial wellbeing
121% increase in

the

percentage of
organisations either
considering or
currently introducing
financial advice
programmes
(Nudge Global)

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Employee Benefits
•
•
•
•
•
•
•
•

Understand the value of their Comp & Bens package
Financial stresses and concerns alleviated by professionals
Empowered to make decision and take action for the long term
Kept up to date on regulatory and legislative changes
Access to a qualified Wealth Manager onsite, via email or over the phone
Confidence in making decisions about personal finances
Enable people to set up their finances tax efficiently
PEOPLE WHO USE
The power of choice!
PROFESSIONAL
FINANCIAL ADVICE
HAVE 2.5 TIMES THE
RETIREMENT
SAVINGS OF THOSE
WHO HAVE NOT
USED SUCH HELP
(SOURCE: BLACKROCK)

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Case Study: Henderson
Financial Services Company
Seminars sessions
One to one consultations
Round tables
Pensions literature

Topics Covered:
CGT & Tax Mitigation
Tax Returns: All you need to know
Personal Finance: Back to Basics
Pensions: Your options at retirement
(literature only)

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

•

27% of employers provide staff one-toone financial advice (Source: Employee Benefits)

•

58% of employees would value an
employer that helped with providing
financial and retirement planning advice
(Source: Mercer)

•

30% of employees feel that they have no
knowledge at all about finances and
retirement savings
(Source: State Street Global Advisors)

•

90% of Share Plan professionals believe
that Financial Education is a good
decision (Source: AAG Wealth Management)

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Henderson understands that employees have varying needs when it
comes to share schemes, and therefore designs and implements a broad
selection of plans that cater for their different requirements.
Henderson has employees with varying salaries, responsibilities, financial
knowledge and motivations which is why financial education is at the top
of our agenda.
We believe employees should have the knowledge required to help enable
them to make the right decision to protect their personal finances and
utilise available allowances where necessary.
We believe that we provide employees with a financial education
programme that helps them not just with the shares plans but with day to
day life.
Happy employee

a productive employee

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Henderson have been working with AAG for 6 years. They were chosen
because of their approach to Financial Education.

All sessions are built around their belief that comprehensive education
promotes good decision making.
What does AAG’s Financial Education offer to Henderson employees?
•

Face to face one-to-ones

•

Short and simple presentations, followed by Q&A’s

•

AAG don’t just cover share plans they provide presentations on
Pensions, Tax planning and general basic financial education

•

AAG support and help run two financial education days a year at the
Henderson office in London

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

What AAG bring to the table:
• Professional and qualified guidance

• Comprehensive education that addresses employees areas of concern
• Promotion of good decision making and empowerment
• Support for the share plan team at Henderson – answering questions they
aren’t able to, and importantly letting them get on with their day job
• Knowledge sharing on key topical events (ie. the Chancellor’s Budget
announcements, changes in Pension legislation.)
• Supporting informative material for employee engagement
• Adding real value to the Henderson employee benefit proposition
• Understanding and explaining Henderson’s share plans and employee
benefits and the value they bring to an employees financial plan

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Topics that have been covered in 2015
Henderson Share Plan team:
•
Sharesave Maturity and Launch
•
CSOP Maturity and Launch
•
ExSOP (Jointly owned share ownership plan)
Maturity and Launch
•
BAYE – refresher for all employees on the
benefits of the plan
•
Lunch and Learn sessions (for HR, Reward,
Payroll and Recruitment)
•
Video Conference presentations (US, Asia,
Europe and Scotland)
•
Various one to one sessions
•
BAYE annual birthday party

AAG:
• Tax Returns: All You Need to Know
• CGT and Tax Mitigation options at
maturity
• Back to basics – Information on debt,
savings, pensions and mortgages
• Tax Planning
• Various topics covered in individual
one to ones

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

2015 Option Prices

92p

£1.24

Sharesave option Price

CSOP option Price

£3.11
maturity

£1.31

ExSOP strike Price

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Example: Sharesave Gain
The following example shows a comparison of the savings against the potential value
of exercising the options using the *highest price during the 6 month window to
exercise
Example:
Jim saves
Total saving

£250 per month
£9,000

Total options

£9,000  £0.9243 = 9,736

Value of exercise 9,736 x £3.07*

£29,889.52

Gain

£20,889.52

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Sharesave Maturity
Following the Financial Education provided by Henderson & AAG:
To date, 313 employees have exercised and taken action with their gain, as follows:

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Henderson Engagement:
Participation

Henderson

Industry Average

BAYE

85%

32.7%

Sharesave

67%

32.76%

Savings

Henderson

Industry Average

BAYE

£142

£80

Sharesave

£340

£107

*Industry Average figures (Source: IFS Proshare 2014 & SAYE Survey results, July 2015)

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Case Study: Qubit
Tech company
180 employees
Average age is approximately 30
Lunch and learn interactive sessions
One to one consultations
Topics Covered:
Personal Finance: All you need to know
Mortgages: All you need to know

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Case Study: Qubit
Engagement:

50%

25%

of all employees
attended the Financial
Education lunch &
learn

of all employees
attended a personal
one to one
consultation

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Case Study: Inchcape
Car Dealerships
5500 employees
114 locations nationwide
Webinars

Topics Covered:
SAYE Maturity: Your Choices

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Case Study: Inchcape
Engagement:

“We have had a lot more employees splitting their
exercises between sales and certificates so the
presentations definitely made a difference.”
Sarah Steadman, Share Plan Manager at Inchcape

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

“With a straightforward & simple
approach AAG put me at ease &
helped me understand how I could
get the best out of my
investments. Friendly & helpful
consultants, providing practical &
easy to understand solutions/advice
without the sales pitch”

“I really appreciated the
presentations. Great to get
the information that you
need without having to read
through lots of
documentation”

“The presentations were
very informative & well
received by employees”

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

A Good Decision?
•
•
•
•
•
•

It adds real value
Has a positive affect on staff productivity and engagement
Empowers employees to take control of their own finances
Provides the tools for long term financial security
One to one consultations address individual circumstances
Bespoke programme addresses both the employers and employees
areas of concern

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Questions?

Education is guidance not advice

FINANCIAL EDUCATION: A Good Decision?

Want to chat about how FE
can work for you?
Stuart Hudson
020 7016 6767
stuart.hudson@aag.co.uk

UK Pension Changes – how will they affect executive
compensation?

Computershare Offices
Moor House
120 London Wall
London EC2Y 5ET
8 March 2016
Nicholas Greenacre, White & Case; Alan Judes, Strategic Remuneration

Agenda






Tapered annual allowance
Drawing pensions
DC flexibilities
Alternatives?
Types of share-based rewards







Share Incentive Plans (SIPs)
Save As You Earn (SAYE)
Company Share Option Plan (CSOP)

Transferring SIP/SAYE to ISA
Conclusion

Strategic Remuneration
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Annual allowance taper


Tapered annual allowance from 6 April 2016







Reduction from £40,000 to £10,000, if taxable income is >£210,000
“adjusted income” >£150,000; “threshold income” >£110,000
Rollover – unused annual allowance 3 previous tax years
Excess taxed as income

Contribution limited to £10,000 a year once earnings are >£210,000


Excess is taxable on entry

Strategic Remuneration
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Drawing your pension


Saving or accumulation phase




Spending or decumulation phase






Lifetime allowance £1m (excess taxed at 55%)
No compulsory annuity but you can buy one if you wish
Cash, however you want it
25% is tax free, the rest taxable at your rate of income tax for the year of receipt

At current annuity rates £1m buys a single life fixed pension of £50,000 or an
indexed pension of £35,000

Strategic Remuneration
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DC flexibilities
“Freedom and Choice’’
“...a radical departure from the existing system, by giving choice back
to individuals and trusting them with their own finances. From 6 April
2015, individuals aged 55 and over will have the freedom to make the
decisions that suit their own circumstances’’
“most people do not want freedom because freedom involves
responsibility and most people do not want responsibility’’
Sigmund Freud
The Strategic Remuneration approach
Help every employee to get a pension fund of £1m and a similar sized NISA
This ambition based on a US client whose long-serving employees retire on
a replacement income of 2x salary.
Company is 13% employee owned – section 401(a)(k) and section 423
plans used extensively – can we replicate this in the UK?

Strategic Remuneration
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Alternatives?


Alternatives to pensions saving?







Anti avoidance issues




SIP
SAYE
CSOP
Others

ISAs, VCTs, Unregistered plans, EBTs, EMI Options, Restricted shares
Salary sacrifice?

Inducements to opt out of auto-enrolment scheme


Compliance notice / £50,000 penalty / escalating daily penalty of £10,000

Strategic Remuneration
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Share Incentive Plans (SIPS) source www.gov.uk


Keep shares in the plan for 5 years - no Income Tax or NICs





No CGT on shares if keep them in the plan until you sell them.
If you take them out of the plan, keep them and then sell them later on, CGT pay
be payable if their value has increased.

Four ways to get shares under SIPs








(1) Free shares

Employer can give up to £3,600 of free shares in any tax year
(2) Partnership shares

Buy shares from salary (lower of £1,800 or 10% of income for the tax year)
(3) Matching shares

Up to 2 free matching shares for each partnership share you buy.
(4) Dividend shares

Buy shares with dividends from free, partnership or matching shares.

No Income Tax if you keep dividend shares for ≥3 years.

Strategic Remuneration
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Save As You Earn (SAYE) source www.gov.uk





Buy shares with your savings for a fixed price
Save up to £500 a month under the scheme. At the end of savings contract
(3 or 5 years) use savings to buy shares.
Tax advantages:





interest and any bonus at the end of the scheme is tax-free
no income tax or NICs payable on the difference between what you pay for the
shares and what they’re worth

CGT may be payable if you sell the shares


not payable if put into ISA or pension as soon as you buy them

Strategic Remuneration
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Tax advantaged share plans at British Land – all employees


Share Incentive Plan (SIP) all can be delivered tax free!








Free shares
£3,600 a year given by BL
Partnership shares
£1,800 a year paid by employee
Matching shares
£3,600 a year given by BL
Total so far
£9,000 a year
Dividends taken as shares unlimited amount each year

Save As You Earn options (SAYE)








Save monthly £5 - £500 out of after tax pay
Get option to acquire share with savings proceeds
20% discount permitted
3 or 5 year option and savings periods
Old Mutual disclosure p112 of 2014 report - £250 a month contract gave director a gain of
£83,000
Gain is exempt from income tax, but liable to CGT

Strategic Remuneration
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COMPANY SHARE OPTION PLAN (CSOP)


CSOP typically part of LTIP








No monthly saving needed
Can grant option of up to £30,000 worth of shares at any one time
No discount permitted, grant must be at market value
Performance conditions as with LTIP
Gain is exempt from income tax, but liable to CGT

ASDA used the CSOP for all employees – employees do not have to save to
participate

Strategic Remuneration
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Future usages


New pensions freedoms
















Transfers from SIP to Self Invested Personal Pension (“SIPP”)
Transfers from SIP to ISA
Transfers from SAYE to SIPP
Transfers from SAYE to ISA
Transfers from CSOP to SIPP
Transfers from CSOP to ISA (bed and ISA now £15,240)

Transfers to SIPP are net of basic rate tax so HMRC gives the pension plan
a further 25% of the value in cash
Higher rate employees get a further tax refund of 20% or 25% of the gross
investment through their self assessment tax return
Pensions freedoms mean that accessing pensions savings from age 55 is
much, much easier
Pensions are now exempt from IHT
ISA gives a wrapper for tax free diversification of investments

Strategic Remuneration
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Illustration of SIP to SIPP


Assumptions













Salary
Bonus
SIP award
Share price growth
Dividend yield
Basic rate of tax

£43,000
£4,000
£9,000
2%
2%
20%

After 40 year career shares in SIP worth £934,376
If you transfer shares to SIPP after 5 years then shares worth £1,467,541
£1m SIPP limit will be indexed?
Only 25% of pension is tax free then balance is taxable
Entire proceeds of SIP is tax free

Strategic Remuneration
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Transferring SIP/SAYE to ISA source www.gov.uk



Transferring your shares to an ISA
You can transfer up to £15,240 of employee shares into a stocks
and shares ISA if you have shares in a:










Save As You Earn (SAYE) scheme
Share Incentive Plan (SIP)

ISA provider must agree to the transfer
No CGT payable on any gains on shares transferred to ISA
You must transfer your shares to your ISA within 90 days of when
you took out your SIP or SAYE shares
These shares will count towards your £15,240 ISA limit
Ask your employer or ISA provider for more information on how to
transfer

Strategic Remuneration
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To have shares you must have a company




Partnerships and sole traders excluded: but you can easily
incorporate a business if you wish
Easier for listed companies, BUT private companies can have
SAYE, SIP and CSOP share plans and agree values with Shares
and Assets Valuation of HMRC




Plans must be made to provide an exit route for employee
shareholders, different methods include:








Recent changes to SAV’s valuation check service, but trying to improve
service for CSOP, SAYE and SIP

Internal market
Employee Share Trusts
Company purchasing own shares

You cannot transfer any non-ISA shares you already own into
an ISA unless they are from an employee share scheme
If you use new issue shares there is an accounting cost but no cash
flow cost to the Company –corporation tax deduction

Strategic Remuneration
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Health warning (wealth warning?)








Presentation based on situation at 7 March 2016
UK Governments of all colours have a nasty habit of changing the
tax rules at short notice.
This is especially the case with pensions
 Lifetime allowance reduction from £1.8m to £1m indexed
 Annual allowance reduction from £255,000 to £10,000 (if taxable
income >£210,000)
 Threats of not being deductible for higher rates of income tax
Budget plans of NISAs and flat rate relief abandoned for now…
Take advice before taking action

Strategic Remuneration
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Conclusion













The Strategic Remuneration approach is to help every employee to
get a pension fund of £1m and a similar sized ISA
This is entirely feasible for all employees earning over £18,000 if
there is a maximum SIP on offer
We need to encourage all of our clients to maximise SIP, SAYE and
CSOP
Remember, it does not cost any cash flow – just a notional
accounting charge!

Executives will exit Registered Pension plans once £1m looks likely
ISA can provide a similar value addition
SIP can hold a tax free portfolio but with concentration risk
SAYE and LTIP can fund capital accumulation plans

Strategic Remuneration
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Contact


Nicholas Greenacre
White & Case
ngreenacre@whitecase.com



Alan Judes
Strategic Remuneration
alan.judes@gmail.com

Strategic Remuneration
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The Global Equity Organization
UK Chapter Meeting

Thank you for joining!
www.globalequity.org

