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Dated 20th December 2010 

LSL PROPERTY SERVICES PLC

REMUNERATION COMMITTEE - TERMS OF REFERENCE

LSL PROPERTY SERVICES PLC (the "Company")

REMUNERATION COMMITTEE - TERMS OF REFERENCE (the "Committee")

INTRODUCTION

The UK Corporate Governance Code published by the Financial Reporting Council (the " Code") states that:

There should be a formal and transparent procedure for developing policy on executive remuneration and for fixing the remuneration packages of individual directors. No director should be involved in deciding his or her own remuneration".

It further provides that:

"The board should establish a remuneration committee … [which] should make available its terms of reference, explaining its role and the authority delegated to it by the board".]

A copy of the Code, should members of the Committee need to consult it, can be obtained from the Company Secretary.

CONSTITUTION

1.
The members of the Remuneration Committee for the time being shall be:


Mark Pain (Chairman)


Roger Matthews


Mark Morris

2.
The Committee shall consist of a minimum of 2 members appointed by the Board, on the recommendation of the Nominations Committee in consultation with the Chairman of the Committee, membership being confined to independent non-executive directors and the Chairman of the Board, if he or she was considered independent on appointment, in accordance with B.1.1 of the Code.  While the Chairman may be a member of the Committee he shall not chair the Committee. 

3.
The Chairman of the Committee shall be appointed by the Board on the recommendation of the Nominations Committee, which shall determine the period for which he/she shall hold office.  In the absence of the Committee Chairman and/or appointed deputy, the remaining members present shall elect one of their number to Chair the meeting save that the Chairman of the Board shall not be eligible to be appointed as Chairman of the Committee.  The Company Secretary shall act as the Secretary of the Committee.  

4.
The quorum for decisions of the Committee shall be any 2 members.  A duly convened meeting of the Committee at which a quorum is present shall be competent to exercise all or any of the authorities, powers and discretions vested in or exercisable by the Committee.

5.
The Committee's overall purpose is to ensure that the levels of remuneration are sufficient to attract, retain and motivate directors of the quality required to run the Company successfully and that to ensure that the Company avoids paying more than is necessary for this purpose.  The Committee shall also ensure that a significant proportion of executive directors’ remuneration should be structured so as to link rewards to corporate and individual performance and should also be sensitive to pay and employment conditions elsewhere in the Group, especially when determining annual salary increases.

6.
In designing schemes of performance related remuneration for the executive directors, the Committee shall:

6.1
ensure consideration is given to the use of provisions that permit the Company to reclaim variable components in exceptional circumstances of misstatement or misconduct. 

6.2
ensure that in general, only basic salary is pensionable. The Committee should also determine the policy for, and scope of pension arrangements for each executive and other designated senior executives and consider the pension consequences and associated costs to the Company of basic salary increases and any other changes in pensionable remuneration, especially for executive directors close to retirement.

7.
The Committee shall review the design of all share incentive plans for approval by the Board and shareholders. For any such plans, determine each year whether awards will be made, and if so, the overall amount of such awards, the individual awards to executive directors, company secretary and other designated senior executives and the performance targets to be used. In addition to this, the Committee shall:

7.1
consider whether the executive directors should be eligible for annual bonuses. If so, performance conditions should be relevant, stretching and designed to promote the long-term success of the Company. Upper limits should be set and disclosed. There may be a case of part payment in shares to be held for a significant period;

7.2
consider whether the executive directors should be eligible for benefits under the long-term incentive schemes;

7.3
in approving any traditional share option schemes, ensure that it is weighed against other kinds of long-term incentive schemes. Executive share options should not be offered at a discount save as permitted by the relevant provisions of the Listing Rules;

7.4
ensure that in normal circumstances, shares granted or other forms of deferred remuneration should not vest, and options should not be exercisable, in less than three years. Directors should be encouraged to hold their shares for a further period after vesting or exercise, subject to the need to finance any costs of acquisition and associated tax liabilities;

7.5
ensure that any new long-term incentive schemes which are proposed should be approved by shareholders and should preferably replace any existing schemes or, at least, form part of a well considered overall plan incorporating existing schemes;

7.6
ensure that the total potentially available rewards should not be excessive and that payouts or grants under all incentive schemes, including new grants under existing share option schemes, should be subject to challenging performance criteria reflecting the company’s objectives, including non-financial performance metrics where appropriate. Remuneration incentives should be compatible with risk policies and systems; and

7.7
ensure that grants under executive share options and other long-term incentive schemes should normally be phased rather than awarded in one large block.
8.
Where a Company releases an executive director to serve as a nonexecutive director elsewhere, the Committee shall ensure that the remuneration report included in the Company’s annual report and accounts shall include a statement as to whether or not the director will retain such earnings and, if so, what the remuneration is. 

9.
Levels of remuneration for non-executive directors should reflect the time commitment and responsibilities of the role. Remuneration for nonexecutive directors should not include share options or other performance-related elements. If, exceptionally, options are granted, shareholder approval should be sought in advance and any shares acquired by exercise of the options should be held until at least one year after the non-executive director leaves the board. Holding of share options could be relevant to the determination of a non-executive director’s independence (as set out in provision B.1.1 of the Code).
10.
Notice or contract periods should be set at one year or less. If it is necessary to offer longer notice or contract periods to new directors recruited from outside, such periods should reduce to one year or less after the initial period.

11.
The Committee will ensure that shareholders are invited specifically to approve all new long-term incentive schemes (as defined in the Listing Rules) and significant changes to existing schemes, save in the circumstances permitted by the Listing Rules.  The Chairman of the Board should ensure that the Company maintains contact as required with its principal shareholders about remuneration.

12.
The Committee shall ensure that the remuneration of executive directors and the award of options to them under the Company's share option schemes is independently approved and monitored, the members of the Committee shall:

12.1
have no personal financial interest, other than as shareholders in the Company (if applicable), in the Committee's decisions;

12.2
have no "cross-directorships" with the executive directors which could be thought to offer scope for mutual agreements to bid up or otherwise enhance each other's remuneration;

12.3
be independent of the Company's management and free from any business or other relationship with the Company or any member of the Company's group which could materially interfere with the exercise of their independent judgement; and

12.4
have a good understanding, enhanced as necessary by appropriate training or access to expert advice, of the ambit of the Committee's business.

13.
The Committee shall oversee any major changes in employee benefit structures throughout LSL.

ROLE

14.
The Committee shall consult the Chairman and/or Chief Executive about their proposals relating to the total remuneration package of the Chairman and each of the executive directors including bonuses, incentive payments and share options or other share awards. The remuneration committee should also be responsible for appointing any consultants in respect of executive director remuneration. Where executive directors or senior management are involved in advising or supporting the remuneration committee, care should be taken to recognise and avoid conflicts of interest. The Committee shall be exclusively responsible for establishing the selection criteria, selecting, appointing and setting the terms of reference for any remuneration consultants who advise the Committee.

15.
The Committee shall have delegated responsibility for setting remuneration for all executive directors and the Chairman, including pension rights and any compensation payments. The Committee shall also recommend and monitor the level and structure of remuneration for senior management. The definition of ‘senior management’ for this purpose shall be determined by the Board but the Code recommends that it should normally include the first layer of management below board level. 

16.
The Committee shall, on behalf of the Board and the shareholders of the Company:

16.1
monitor, review and make recommendations to the Board on the Company's framework or broad policy for the remuneration of all executive directors and the Chairman of the Board (save that if the Chairman of the Board is a member of the Committee he shall not take part in any decisions relating to his remuneration) and determine and thereafter review at least annually the entire individual remuneration packages for such persons, taking into account the matters listed above in paragraphs 1 to 9 (inclusive).

16.2
in carrying out it’s obligations at paragraph 5.1 above, consider pension arrangements, the determination of any targets for any performance-related pay schemes operated by the Company (asking the Board, when appropriate, to seek shareholder approval for any long‑term incentive arrangements), bonuses, incentive payments and any compensation payments and share option entitlements) for each of the executive directors and, as appropriate, make recommendations in respect of other senior management (including executive directors, senior executives of the Company's subsidiaries and the Company Secretary).

16.3
in determining policy on executive remuneration, the objective of such policy shall be to ensure that levels of remuneration are sufficient to attract, retain and motivate directors of the quality required to run the Company successfully, but the Company should avoid paying more than is necessary for this purpose.  A significant proportion of the executive directors remuneration should be structured so as to link rewards to corporate and individual performance;

16.4
give the executive directors every encouragement to enhance the Company's performance and ensure that they are fairly rewarded for their individual contributions to the success of the Company.  The Committee shall carefully consider what compensation commitments (including pension contributions and all other elements) a director's terms of appointment would entail in the event of early termination. The Committee should take a robust line on reducing compensation to reflect departing directors’ obligations to mitigate loss. Contractual terms on termination, and any payments made, should be fair ro the individual, and LSL. The Committee shall ensure that failure is not rewarded and that the duty to mitigate loss if full recognised;

16.5
be aware of and oversee any major changes in employee benefit structures throughout the Company or its group;

16.6
agree the policy for authorising claims for expenses from the executive directors and the Chairman;

16.7
review the ongoing appropriateness and relevance of the remuneration policy;

16.8
when setting remuneration policy for executive directors, review and have regard to the remuneration trends across LSL and the group; 

16.9
obtain reliable, up to date information about remuneration in other companies. To help it fulfil its obligations the Committee shall have full authority to appoint remuneration consultants and to commission or purchase any reports, surveys or information which it deems necessary, within any budgetary restraints imposed by the Board;

16.10 
give full consideration to the Principles of Good Governance and Code of Best Practice contained in part D of the Code, giving full consideration to the best practice provisions set out therein, including as to disclosure, remuneration policy, service contracts, performance related remuneration and compensation and taking account, as is seen fit, of other guidance issued by the Investment Committees of the Association of British Insurers, the National Association of Pension Funds and others, relating to corporate governance and executive remuneration;

16.11
report and account directly to the shareholders for their decisions, including the preparation of an annual report to shareholders forming a separate section within, or annexed to, the Company's annual report and accounts and containing the information required by the Directors' Remuneration Report Regulations 2002, the Code and the Listing Rules (particularly LR9.8.6R(5) and (6))  The Committee's report will include details of the frequency of, and attendance by members at, meetings of the Committee over the course of the year; and

16.12
be responsible for selecting, appointing and setting the terms of reference for any remuneration consultants who advise the Committee.  Where such consultants are appointed, the Committee shall make available a statement of whether they have any other connection with the Company.

17.
The Committee shall not consider the remuneration of any non-executive director which shall be a matter for the Board or, where required by the Articles of Association, the shareholders.

PROCEDURE

18.
Notwithstanding the quorum requirements for the Committee, all members of the Committee should endeavour to attend all meetings of the Committee at which matters of general remuneration policy or the contents of the Committee's annual report to shareholders are discussed.

19.
Meetings of the Committee shall be held not less than twice each year and at such other times as the Chairman of the Committee requires, normally immediately before or after regular meetings of the Board but formal meetings (particularly in relation to the formal grant of employee share options) may also be held by telephone conference.  Meetings may also be called at the request of any member of the Committee.

20.
At least 21 days' notice of any meeting of the Committee shall be given to all members of the Committee, and any other person invited to attend, although such notice period may be waived or shortened with the consent in writing of all the members of the Committee for the time being.  Unless otherwise agreed, the notice shall specify the venue, time and date together with an agenda of items to be discussed. 

21.
The Secretary of the Committee shall minute the proceedings and resolutions of all Committee meetings, including the names of those present and in attendance.  The minutes of the meetings of the Committee shall be circulated promptly to all members of the Committee and, once agreed, the Board unless a conflict of interest exists.  The Committee shall make whatever recommendations to the Board that it deems appropriate on any area within its remit where action or improvement is needed.

22.
The Chairman of the Committee shall be available at the Annual General Meeting of the Company to answer questions arising from the Committee's annual report to shareholders and generally on remuneration principles and practice.  He should also ensure that the Company maintains good contact with shareholders about remuneration in the same way as for other matters.

23.
No one other than the Committee Chairman and its members is entitled to be present at a meeting of the Committee but other individuals (for example, such as the Company's Chief Executive, the Finance Director, head of human resources and external advisers) may be invited to attend for all or part of any meeting as and when appropriate. 

24.
The Committee shall take steps to ensure that it has access to reliable and up-to-date information about remuneration in other companies and it shall judge the implications of this information carefully.  The Committee will be at liberty (at the cost of the Company) to draw on legal or other independent professional advice in carrying out its tasks within its terms of reference and such persons shall be permitted to attend meetings of the Committee but shall not be members of it.

25.
All decisions of the Committee in respect of the specific remuneration package of each executive director shall be reported to the Board and the Committee should consult the Chairman of the Board and/or the Chief Executive of the Company about their proposals relating to the remuneration of other executive directors.

26.
The Committee shall, at least once a year, review its own performance, constitution and terms of reference to ensure that it is operating at maximum effectiveness and recommend any changes it considers necessary to the Board for approval.

27.
The Committee should make available these terms of reference, explaining its role and the authority delegated to it by the Board.  

Approved by the Remuneration Committee and adopted by the Board on 20th December 2010
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