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In particular, we have considered how we 
can listen better to the employee voice. 
We feel that as a unitary Board, this is very 
much the responsibility of the Board as a 
whole and that this responsibility should not 
fall to any one designated director or to an 
employee representative. We are a global 
company operating out of multiple locations, 

perspectives. Elsewhere in this report, you 
will have read about the work Namal and 
the executive team have done in the past 
year, developing the new purpose, strategic 
imperatives and culture pillars. This work 
included engagement with a large number 
of our employees across the world at all 
levels of the organisation. The Board intends 
to build on these now established means 
of engagement, so that we too can listen 

voice. This programme will be developed for 
us by the expanded Compliance & Culture 
Committee and will be in addition to the 
engagement we currently have with employees 
when we undertake site visits as part of our 
Board programme.

CHANGES TO THE BOARD IN 2018
During the year to 31 December 2018, there 
were the following changes to the Board:
1. Namal Nawana joined the Board as 

2. 

3. Roland Diggelmann joined the Board as 

4. Joseph Papa retired from the Board on 

held on 11 April 2019 there will be some 
additional Board changes. Ian Barlow, our 
Senior Independent Director and former 
Chair of the Audit Committee will be retiring 
after nine years’ service to the Company. 

Culture Committee will also be retiring after six 
years’ service.

We would like to thank both Ian and 

to the Company through periods of change. 

regulatory matters and Ian has been a valuable 
support to me on many matters, most recently 

Robin Freestone will succeed Ian as Senior 

course of the coming months, we shall be 
undertaking a search for a new Non-Executive 

in time take over from Robin as Chair of the 
Audit Committee.

Roberto Quarta
Chair

DEAR SHAREHOLDER,
I am pleased to present the governance 
section of our Annual Report, which includes 
details about the Board and an explanation 
of our individual roles and responsibilities. 
We also summarise the activities of the Board 
during the year and the Chair of each Board 
Committee discusses the activities of that 
Committee during the past year.

The publication by the Financial Reporting 
Council in 2018 of the new UK Corporate 
Governance Code (the ‘Code’) and the 

us to reconsider some aspects of how we will 
operate as a Board going forward. We are in 
the process of reorganising the composition 
and the responsibilities of some of the Board 

the Code on listening to the employee voice 
and having regard to the views of all our 
key stakeholders. We explain our intended 
approach in the reports from the Nomination 
& Governance Committee and the Ethics & 
Compliance Committee, which will become the 
expanded Compliance & Culture Committee. 
The scope of the Remuneration Committee has 
also been broadened and this is discussed in 
the Remuneration Report. These changes are 

are available on our website and in revised 
Committee memberships, explained further in 
the individual Committee reports.

We have also included a section explaining 

our key stakeholders – our employees, our 
customers and suppliers, our investors and 
governments and regulators – in 2018, and 
how we plan to build on this in 2019. 

Chair’s introduction

We are making progress implementing 
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ROBERTO QUARTA (69)
Chair
Joined the Board in December 2013 and appointed 
Chair following election by shareholders at the 2014 

that day.

Career and experience
Roberto is a graduate and a former Trustee of 

David Gessner Ltd, before moving on to Worcester 
Controls Corporation and then BTR plc, where 
he was a divisional Chief Executive. Between 

1989 as Divisional Chief Executive, where he was 

Non-Executive Director of Powergen plc, Equant 

previous Chairmanships include Italtel SpA, Rexel 

and a former member of the Investment Committee 
of Fondo Strategico Italiano S.p.A.

Skills and competencies
Roberto’s career in private equity brings valuable 
experience to Smith & Nephew, particularly 
when evaluating acquisitions and new business 

Since his appointment as Chair in April 2014, he 
has conducted a comprehensive review into the 
composition of the Board and its Committees, 
and conducted the search for new Non-Executive 
Directors, resulting in the appointment of Vinita 
Bali in 2014, Erik Engstrom and Robin Freestone 

conducted the search resulting in the appointment 

Nationality
 American/Italian

NAMAL NAWANA (48)

Joined the Board and was appointed Chief Executive 

Career and experience
Prior to Smith & Nephew Namal was Chief Executive 

Diagnostics Company Alere Inc, until its $8 billion 
acquisition by Abbott in 2017. Before joining Alere, 
Namal spent more than 15 years at Johnson & 
Johnson in progressively senior leadership roles 
globally including the role of Worldwide President 
of Johnson & Johnson’s multi-billion dollar spine 
franchise, DePuy Synthes Spine. In addition to his 

Nasdaq listed company and Advamed (Advanced 

Skills and competencies
Namal holds an undergraduate degree in 

broad experience in healthcare and medical 
technology.

Nationality
 Australian/French

 

GRAHAM BAKER (50)

Career and experience

Accountant and Chartered Tax Adviser with Arthur 
Andersen. In 1995, he joined AstraZeneca PLC 
where he worked for 20 years, holding multiple 
senior roles, including Vice President Finance & 

Vice President, Global Financial Services (2010–2013) 

with responsibility for all emerging markets.

Skills and competencies
Graham has deep sector knowledge and has had 
extensive exposure to established and emerging 
markets which is extremely relevant to his role at 

of delivering operational excellence and has 

and geographic markets, leading large teams 

Nationality
 British

Our Board of Directors
Leadership
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VINITA BALI (63)
Independent Non-Executive Director
Appointed Independent Non-Executive Director in 

Committee and Compliance & Culture Committee.

Career and experience

a BA in Economics from the University of Delhi. 
She commenced her career in India with a Tata 
Group Company, and then joined Cadbury India, 
subsequently working with Cadbury Schweppes plc 
in the UK, Nigeria and South Africa. She has held a 
number of senior global positions in marketing and 
general management at The Coca-Cola Company 
based in the US and South America, becoming 
President of the Andean Division in 1999 and VP, 
Corporate Strategy in 2001. In 2003, she joined 
Zyman Group, LLC, a US-based consultancy, as 

Britannia Industries Limited, a leading Indian publicly 
listed food company from 2005 to 2014. Currently, 
Vinita is NED of Syngene International Limited, 
Bunge Limited and CRISIL India (a Standard & Poor 

Board of PwC India.

Skills and competencies
Vinita has an impressive track record of achievement 
with blue-chip global corporations in multiple 
geographies including India, Africa, South America, 
US and UK, all key markets for Smith & Nephew. 

marketing brings deep insight as Smith & Nephew 
continues to develop innovative ways to serve our 
markets and grow our business. 

Nationality
 Indian

THE RT. HON BARONESS  
VIRGINIA BOTTOMLEY OF 
NETTLESTONE DL (70)
Independent Non-Executive Director
Appointed Independent Non-Executive Director 

Committee and Nomination & Governance 
Committee in April 2014 and will join the Compliance 
& Culture Committee in April 2019.

Career and experience

from the London School of Economics following her 

between 1984 and 2005. She served successively 

Bupa and AkzoNobel NV. She is currently a Director 
of International Resources Group Limited, where 

Berndtson. She is a member of the International 
Advisory Council of Chugai Pharmaceutical 

Economist Newspaper. 

Skills and competencies
Virginia’s extensive experience within Government, 

unique insight into the healthcare system both in the 
UK and globally, whilst her experience on the board 
of Bupa brings an understanding of the private 
healthcare sector and an insight into the needs of 

as a member of the Nomination & Governance 

Nationality
 British

ROLAND DIGGELMANN (51)
Independent Non-Executive Director
Appointed Independent Non-Executive Director and 

Committee in April 2019.

Career and experience
Roland studied Business Administration at the 
University of Berne. In 1995, he joined Sulzer AG 

into further senior roles over the years until his 
appointment as Executive Vice President, Sales 

Roland joined Zimmer Group in 2004, in the role of 

Roland joined Roche Diagnostics in 2008 starting 

Skills and competencies

with 12 years at Sulzer and Zimmer, Roland brings 
an in-depth knowledge of the medical device 
industry and healthcare environment which is of 
great value to Smith & Nephew.

Nationality
 Swiss
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ERIK ENGSTROM (55)
Independent Non-Executive Director
Appointed Independent Non-Executive Director in 

Committee in April 2019.

Career and experience
Erik is a graduate of the Stockholm School of 
Economics (BSc) and of the Royal Institute of 

School as a Fulbright Scholar. Erik commenced his 

Bantam Doubleday Dell, North America. In 2001, 
he moved on to be a partner at General Atlantic 

Skills and competencies

business in terms of portfolio and geographies.

can be used to transform a business and insight 
into the development of new commercial models 

Governance Committees. 

Nationality
 Swedish

ROBIN FREESTONE (60) 
Independent Non-Executive Director
Appointed Independent Non-Executive Director 

Remuneration Committee in September 2015 and 
Chair of the Audit Committee in April 2017. Robin will 
succeed Ian Barlow as Senior Independent Director 

Nomination & Governance Committee.

Career and experience
Robin graduated with a BA in Economics from 

and commenced his career as a Chartered 

2015, where he was heavily involved with the 

100 Group and Senior Independent Director and 

Communications plc. Robin is NED and Chair of the 

Skills and competencies
Robin has been a well-regarded FTSE 100 

Nationality
 British

MARC OWEN (59)
Independent Non-Executive Director
Appointed Independent Non-Executive Director 

chair of the Compliance & Culture Committee in 
April 2019.

Career and experience

BA and BCL in Law. In 1984 he was called to the 
Bar, following four years at Corpus Christi College 
Cambridge as a fellow and director of studies in law. 

& Company where he progressed to senior partner 

as Executive Vice President and member of the 

objectives and led over 40 acquisitions and 
divestments over a 10-year period. In late 2011 he 

over 130 cancer centres across the US and provides 
services including market intelligence, supply 
chain services, patient access to therapy, provider 

recruited his successor.

Skills and competencies

healthcare expertise which the Board values 
deeply and makes him ideally placed to Chair the 
Compliance & Culture Committee.

Nationality
 British

Leadership
Our Board of Directors continued
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ANGIE RISLEY (60)
Independent Non-Executive Director
Appointed Independent Non-Executive Director 
in September 2017 and appointed Chair of the 
Remuneration Committee on 12 April 2018.

Career and experience
After graduating from Exeter University, and 
completing a 1-year personnel management 
programme, Angie joined the United Biscuits 

Resources Director, a joint venture between PepsiCo 

Whitbread, becoming Executive Director on the 

Responsibility in 2004. Between 2007–2013 she was 

the Low Pay Commission and has held a number 

and Serco Group plc, and now Smith & Nephew. 
At Serco she was the Chair of the Remuneration 
Committee. Previously she has attended 
Remuneration Committees of Whitbread, Lloyds 
Banking Group, Arriva and attends Sainsbury’s 
today. She is also a Non-Executive Director on the 
Sainsbury’s Bank Board.

Skills and competencies

Resources Director, proven Non-Executive Director 
and Remuneration Committee Chair. She has gained 
experience in a wide range of sectors, including a 
regulated environment. This diversity of experience 
is welcomed by the Board and the Remuneration 
Committee. Angie is also an additional resource and 
sounding board for Smith & Nephew’s own internal 

Nationality
 British

SUSAN SWABEY (57)
Company Secretary

Secretary with responsibility for Board support and 
corporate governance, employee and executive 
share plans and subsidiary governance. In 2016, 
she also assumed responsibility for leading the 
group’s risk management programme. She is 
based in Watford.

Career and experience
Susan has over 30 years’ experience as a 
Company Secretary in a wide range of companies 
including Prudential plc, Amersham plc and 

support, corporate governance, remuneration, 
corporate transactions, group risk management, 
share registration, listing obligations, corporate 
social responsibility, pensions, insurance and 
employee and executive share plans.

of the Institution of Chartered Secretaries: 
The Governance Institute. She is also Chair of 
ShareGift, the share donation charity, a member 
of the Financial Reporting Council Lab Steering 

governance and related matters.

DIRECTORS WHO SERVED 

IAN BARLOW (67)
Independent Non-Executive Director
Appointed Independent Non-Executive Director 

2014 and Senior Independent Director and 

Committee on 6 April 2017. Ian will retire from the 

Career and experience
Ian is a Chartered Accountant with considerable 

Previously he was Chairman of WSP Group plc, 
and is currently NED and Chairman of the Audit 

PLC, Foxtons Group plc and Urban&Civic plc.

MICHAEL FRIEDMAN (75)
Independent Non-Executive Director
Appointed Independent Non-Executive Director 
in April 2013 and Chairman of the Compliance & 

be retiring from the Board at the Annual General 

re-election.

Career and experience

also served as Director of the institution’s cancer 

medical and public policy for Pharmacia 
Corporation and also Deputy Commissioner 
and Acting Commissioner at the US Food and 

number of boards in a non-executive capacity 
and is currently a NED of Celgene Corporation, 
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NEW COMMERCIAL MODEL: CREATION OF GLOBAL FRANCHISES 

BRAD CANNON (50)
President, Sports Medicine & ENT
Joined Smith & Nephew in 2012 and has since been 
the President of Smith & Nephew's Europe and 
Canada business, the Company's Chief Marketing 

Global Sports Medicine and Ear, Nose and Throat 

Skills and experience

and prior to that the President of Europe and 
Canada, where he successfully led the commercial 
business in those regions. He has also served as 
the President of Global Orthopaedic Franchises, 
leading Smith & Nephew’s Reconstruction, 
Endoscopy, Trauma and Extremities businesses. 
Prior to Smith & Nephew, Brad worked in 
Medtronic’s Spine and Biologics division. 

Spine International division and held positions 

Nationality
 American

RODRIGO BIANCHI (58) 

Joined Smith & Nephew in July 2013 with 
responsibility for Greater China, India, Russia, Asia, 
Middle East and Africa, focusing on continuing our 

1 January 2016, Rodrigo also became responsible 
for the Latin American, Australian, New Zealand and 
Japanese markets. His role was further expanded 
in May 2017, when he became responsible for 

Skills and experience
Rodrigo’s experience in the healthcare industry 
includes 26 years with Johnson & Johnson in 
progressively senior roles. Most recently, he was 
Regional Vice President for the Medical Devices and 
Diagnostics division in the Mediterranean region 
and prior to that President of Mitek and Ethicon, Inc. 
He started his career at Procter & Gamble, Italy.

Nationality
 Italian

Namal Nawana is supported 
 

of the Group by Graham Baker, 

Leadership
Executive team

EVP,  
Business 

Development  
& Corporate 

Chief Human 
Resources 

Chief Legal & 
Compliance 

Specialist commercial role

Generalist commercial role

President of 
Orthopaedics

President,  
Sports  

Medicine  
& ENT

President  
of Advanced 

Wound 
Management 

President, 
Europe, Middle 
East and Africa 

President,  Chief Financial President 
of Global 

Operations

Chief Quality 
and Regulatory 

President  
of Research & 
Development
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MASSIMILIANO COLELLA (50) 
President, Europe, Middle East and Africa
Joined Smith & Nephew in 2013 as Senior Vice 

Massimiliano (Max to his colleagues and friends), 
afterwards took over the role of SVP Smith & 
Nephew AsiaPac in Singapore. Promoted to 
President Europe and Canada, he moved back 
to Europe in 2017. He is now President of Europe, 
Middle East and Africa. Massimiliano is based 

Skills and experience
Over his 26 years spent in the medical device 
industry, Massimiliano has held a number 
of national and international roles in Europe, 

Nephew, Max worked for 21 years in Johnson & 

in Ethicon and DePuy Synthes franchises.

Nationality
 Italian

PHIL COWDY (51)
Executive Vice President, Business 

Joined Smith & Nephew in 2008 as Director of 
Investor Relations. From 2010 his responsibility 

media, investor relations, global brand and 

Between 2015 and 2018 he was also responsible 
for IT. In 2018 he took on additional responsibility for 

Skills and experience

Nationality
 British

SIMON FRASER (51)
President of Advanced Wound Management

commercial leadership responsibility for Advanced 

marketing for the Advanced Wound Management 
Franchise. As part of his executive responsibilities 
Simon will also provide leadership for Healthcare 

Skills and Experience 
Simon brings to this role more than 25 years 
of experience across medical devices, 
pharmaceuticals and diagnostics, including wound 

and accomplished business leader who has 
successfully managed large, global commercial 
organisations with full P&L responsibility while 
growing business and earning market share. 

including corporate accounts at Abbott Laboratories. 

of Alere where he had three successful years 
as the President of Latin America. Prior to these 

& Johnson, where he held increasingly senior 
commercial roles spanning surgical devices, wound 
management, implants and pharmaceuticals 
including both global strategic marketing and 

Nationality
 American/Canadian
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MELISSA GUERDAN (44)

Joined Smith & Nephew in July 2018 with 

Skills and Experience 
Melissa brings more than 20 years of leadership 

spanning the pharmaceutical, medical device 
and biologics industries. Melissa has deep 
compliance and operations knowledge and has 
progressed through senior leadership roles in global 

and Alere. Most recently, Melissa was Senior Vice 
President, Quality and Regulatory for Alere where 
she had executive responsibility for establishing 
enterprise vision, strategy and direction for all 

organisations to achieve common goals and 
has consistently delivered material value at the 

Nationality
 American

SKIP KIIL (44)
President of Orthopaedics
Joined Smith & Nephew in November 2018 with 
global responsibility for the Orthopaedics franchise, 

Skills and Experience 
Skip is a seasoned leader who brings a wealth of 
global experience from diverse medical technology 

experience in Orthopaedics markets over an 

Skip was most recently responsible for all Global 
Commercial Operations at NuVasive and member 
of the senior executive leadership team. Prior to 
this, Skip spent three years with Alcon, a division of 

where he served as Surgical Head, Europe, Middle 
East, Africa and Russia. While at Alcon, Skip led 
the successful commercial transformation of its 

emerging growth markets. 

career with Stryker Corporation, beginning in 
sales and holding progressively senior positions in 

marketing. Skip also had general management 
experience in Japan, as well as group leadership 

Vice President and General Manager of its Medical 
Surgical Group. 

Nationality
 American

Leadership
Executive team continued

MARK GLADWELL (43)
President of Global Operations
Joined Smith & Nephew in August 2018 with 
responsibility for Global Manufacturing, Global 
Supply Chain, Global Procurement, Global 
Engineering and Global Operational Excellence, 

Skills and experience

molecular diagnostics, applied testing, academic 
and pharmaceutical research. There he was Senior 
Vice President of Global Operations responsible 

customer service. 

Mark is a seasoned operational leader bringing 
more than 20 years of experience in progressively 
senior operations roles across global organisations 
including DuPont, AGFA Medical Imaging, Johnson 
& Johnson, and Alere Inc. Mark has experience 

operating global manufacturing and supply 

track record in delivering operational excellence 
transformation programmes.

Nationality
 British



Smith & Nephew Annual Report 2018 61

VASANT PADMANABHAN (52)
President of Research & Development

is responsible for Research and Innovation, New 

Medical device/Pharmacovigilance and Clinical 

Skills and Experience 
Vasant brings extensive experience in R&D and 
technology. Prior to Smith & Nephew, Vasant was 
Senior Vice President of Technical Operations 
at Thoratec Corporation, a leader in mechanical 
circulatory support solutions for the treatment of 
heart failure. In this role, he provided leadership to 
a 600 member team, with responsibility for global 
R&D, Programme Management, Operations and 

progressing through more senior roles, ultimately 
becoming Vice President of Product Development 

holds a Ph.D degree in Biomedical Engineering from 

Nationality
 American

ELGA LOHLER (51)

Joined Smith & Nephew in January 2002 as 

senior positions in Wound Management, Operations, 
Corporate Functions and Group. Elga became 

and leads the Global Human Resources, Internal 
Communication and Sustainability Functions. 

Skills and Experience 
Elga has more than 25 years’ Human Resources 

Elga held Human Resources roles at Transnet, 
Sensormatic (now Tyco) and Advanced Tissue 

Nephew in 2002. Through these roles, Elga has 
developed deep expertise in strategy planning 
and development, organisational design and 

transformational change in support of business 

for driving Smith & Nephew’s human capital strategy 
across the enterprise in support of the company's 
overall business plan and strategic direction. 

Elga holds an undergraduate degree in Psychology 

Nationality
 American/South African

CATHY O’ROURKE (46)

Cathy heads up the Global Legal and Compliance 

Skills and Experience 

as Assistant General Counsel – Litigation and 

Cathy earned her Juris Doctorate in Law from 

Nationality
 American
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CHAIR

 – Building a well-balanced Board.
 – Chairing Board meetings and setting Board agendas.
 –

 –  
communication between Board members.

 –
 – Ensuring appropriate induction and development programmes.
 –  

shareholders and stakeholders.
 –
 – Maintaining appropriate balance between stakeholders.

 –  

 –  

 –  
are in place.

 – Recommending the annual budget and long-term strategic  

 – Maintaining relationships with shareholders.

CHIEF FINANCIAL OFFICER

CHIEF EXECUTIVE OFFICER SENIOR INDEPENDENT DIRECTOR COMPANY SECRETARY

 – Developing and implementing Group 

 – Recommending the annual budget and 

 –
 –

 –

 – Ensuring the Chair and Board are kept 

 – Maintaining relationships with shareholders 

 – Setting the tone at the top with regard to 

 –

 –
 –

 –

 – Available to shareholders and stakeholders 
on matters which cannot otherwise be 
resolved.

 – Leading the annual evaluation into the 

 –

 – Advising the Board on matters  

 – Supporting the Chair and  

 –

 – Ensuring good governance practices at 

Leadership
Roles and composition
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responsibilities as Directors.

BOARD

Audit Committee
Provides independent 

and controls oversight 

Remuneration 
Committee

Determines Remuneration 

the Group.

Nomination & 
Governance  
Committee

Reviews size and 

governance matters.

Compliance & Culture 
Committee

Reviews and monitors 

matters across the Group.

stakeholder relationships.

Ad hoc  
committees

established to review and 

or projects.

 PAGE 76  PAGE 84  PAGE 71  PAGE 74

EXECUTIVE COMMITTEE

Monthly Operating Review

and operating results against 

Franchise, Functional 

Senior management meetings to 

Portfolio Innovation Board

opportunities and re-prioritising 
segments and geographies.

Group Ethics & Compliance 
Committee

Reviews compliance matters and 

compliance reports.

Finance & Banking Committee

structure changes relating 

Disclosures Committee Mergers & Acquisitions 
Investment Committee

transactions and approves various 

disposal process.

IT Governance Board

Diversity & Inclusion Council

processes relating to pensions and 

Health, Safety &  
Environment Committee

environmental matters.

Corporate governance framework
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Results

January Early February 

STRATEGY
 –
 –
 –
 –
 –
 –  

 –  

 –

Approved Strategic 

Approved 

Reviewed capital 
allocation policies
Reviewed report on 
post acquisitions  
reviews

PERFORMANCE
 –
 –
 –
 –  

 –
 –
 –  

 

Received update  
on European 
business

SHAREHOLDER COMMUNICATIONS
 –  

 

 –
 – Maintaining relationships and continued engagement with shareholders.

Announcement 2017

RISK
 –
 –
 –

Approved  
Annual Risk  
Management  
Report

PROVIDING ADVICE
 –

OTHER MATTERS
Reviewed 

Director Fees

Leadership
Responsibilities of the Board Board timetable 2018
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2017 Financial  
Statements

Annual General  
Meeting

Q1 2018 H1 2018 Site visit  Q3 Trading  
Report

Strategic  
Planning

 

Late February April May June July September October December

Approved  Considered the 
 

organisational  
design
Considered  

 

Update on  
organisational  
change

Approved the 
strategic plan  

Approved the  

 

Received updates 
on global 
operations

Received report 

impressions

operating review 
and scorecards

 

global operations

 

Received update 
on Medical 
Devices global 
market

Annual Report  

Meeting 
 

Report 2017

Annual General 
Meeting to be 

Approved  
Q1 2018  
Trading Report

Approved  
H1 2018
Results 
Announcement

Considered  
report on investor 
and media  
perspectives

Approved Q3 2018 
Trading Report

Reviewed update Reviewed risk 
management 

Approved the 

Directors’ and 

Reviewed results 

review and agreed 
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EMPLOYEES

Actions during 2018
 –

 –

 –

road with our sales representatives.
 –

harassment.
 –

 –

and dialogue.

Actions planned for 2019
 –

making strategic decisions.
 –

the organisation when conducting site visits. We plan to visit our 

 –

Board.
 –

developed and implemented during 2019.
 –

CUSTOMERS AND SUPPLIERS

The Board receives regular updates at Board meetings from the management team on relationships with our key customers and suppliers 

Actions during 2018
 –

 –

 –

Actions planned for 2019
 – The Board will continue to receive management updates on our 

customers and suppliers.
 – We will meet with customers and surgeons when we visit our 

 –

and suppliers.

Leadership
Our approach to stakeholders
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INVESTORS

Actions during 2018
 –

 –

 –

Actions planned for 2019
 – The Board will continue to receive regular updates at Board meetings 

 –

GOVERNMENTS AND REGULATORS

Our Compliance & Culture Committee has for a number of years overseen our relationships with our key regulators, particularly in areas of ethics, 

Actions during 2018
 –

 –

ethics and compliance matters.
 –

 – The Board and the Audit Committee received regular updates relating 

Actions planned for 2019
 – The Compliance & Culture Committee will continue to oversee 

 – The Board and the Audit Committee will continue to monitor 
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INDEPENDENCE OF DIRECTORS

MANAGEMENT OF CONFLICTS OF INTEREST

Directors who have no interest in the matter are permitted to participate in 

certain limits or conditions must be imposed when giving authorisation. 

OUTSIDE DIRECTORSHIPS

 

time commitment required. Suitable arrangements were put in place when 

Board or the shareholders.

DIRECTOR INDEMNITY ARRANGEMENTS

PURCHASE OF ORDINARY SHARES

BOARD AND COMMITTEE ATTENDANCE
Board Committee

Audit Remuneration 
Nominations  

& Governance 
Compliance  

& Culture 

Total meetings 10 8 5 4 4

Appointed

Roberto Quarta¹ December 2013 10/10 – –

April 2011 – – – –

Graham Baker March 2017 10/10 – – – –

Vinita Bali 10/10 – –

March 2010 10/10 7/8 –

April 2012 10/10 – –

Roland Diggelmann 1 March 2018 7/7

Erik Engstrom 10/10 8/8 – – –

Robin Freestone 10/10 8/8 – 2/2

Michael Friedman April 2013 10/10 – – –

– – – -

10/10 8/8 – – 3/3

Joseph Papa August 2008 3/3 2/2 – 2/2

September 2017 10/10 – – –

1 Roberto Quarta missed one Nomination & Governance Committee meeting on 11 April 2018 because 

Leadership
Responsibilities of the Board
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discussion in December. 

FINDINGS

appointments had strengthened the Board’s domain knowledge. 

RECOMMENDATIONS

The Board accepted the recommendations and an action plan is being 
developed to address them.

RECOMMENDATION 1
 –

and succession planning. 

RECOMMENDATION 2
 –

culture and purpose.

RECOMMENDATION 3
 –

RECOMMENDATION 4
 –

group site visits could be arranged within these agreed parameters 
rather than on an ad hoc basis. 

Action taken
Changes could be made to the Board calendar to spread our work more 

We would like to spend more time on our site visits meeting the local The Board site visit to Berlin in September 2018 incorporated meetings 
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BOARD DEVELOPMENT PROGRAMME

challenges. We also take these opportunities to look at our products 

This direct contact with the business in the locations in which we 

strategic decisions. Meeting our local managers also helps us when 
making succession planning decisions below Board level.

their business and it emphasises the interest the Board takes in all 

 –

Smith & Nephew;

 –

 –

 –

June September October December

2018 PROGRAMME
The Board received an overview 

local management team and to visit La 

customers. The Board received 

the Remuneration Committee on 
the changes to be made to the role 

Nomination & Governance 
Committee on the changes required 

covering the whole business.

Leadership
Board development
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Early February March April October

BOARD COMPOSITION
 – Reviewing the size and composition 

 –
 – Recommending the appointment 

 –

Approved the re-appointment 

service and the annual 

Discussed progress on 

recommend to the Board 

Reviewed the composition 

appoint Robin Freestone as 

Board at the Annual General 
Meeting in 2019.

CORPORATE GOVERNANCE
 –

 –

 – Considering and updating the 

 –
governance activities and keeping 

 –
Programme and the induction 

Reviewed and approved 

Reserved to the Board and 

Reviewed current 
governance trends in 

to be proposed in 

Reviewed the annual 

committee meetings.
Considered the implications 

Governance Code 2018 
and in particular the 

Board relating to corporate 
culture and relationships 
with stakeholders and 

the Ethics & Compliance 

Nomination & Governance 

Ensuring the Board evolves to align 

MEMBERSHIP
Meetings attended

1

2 
Erik Engstrom3 April 2019 N/A
Robin Freestone3 April 2019 N/A

3 Erik Engstrom and Robin Freestone will join the Nomination & Governance 
Committee on 11 April 2019.

website at www.smith-nephew.com.



continued

governance processes.

APPOINTMENT OF CHIEF EXECUTIVE OFFICER

Committees to ensure that it evolves to align with the new Strategic 

recommended to the Board that Robin Freestone be appointed Senior 

 
 

Erik Engstrom and Robin Freestone will be joining the Nomination & 

will be joining the Compliance & Culture Committee at the same time.

DIVERSITY

There needs to be both support and challenge on the Board as 

Parker Review as appropriate. We will continue to appoint our Directors 

SUCCESSION PLANNING

Committee have monitored the consequent changes to the 
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CEO Financial International Healthcare/ 
Medical Devices

Emerging market 

Four members of the Board are 
either current or recent CEOs

Two members of the Board 
have recent and relevant 

Seven members of the Board 

within the Healthcare industry

Two members of the 

UK Governance Remuneration Gender Ethnic Other

environment and four members 

Five members of the Board 
have Remuneration Committee 

Nine members of the Board are 
male and three are female

Ten members of the Board Various Board members 

focus, investment markets, 

LOOKING FORWARD
During 2019 our focus will include:

>

>

Roberto Quarta

GOVERNANCE

73



Broadening our scope to oversee 
culture in addition to our focus on 
compliance and quality.
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MEMBERSHIP
Member from Meetings attended

Michael Friedman (Chair)1 August 2014 4/4
Vinita Bali April 2015 4/4
Virginia Bottomley2 April 2019 N/A
Ian Barlow3 October 2014 4/4
Roland Diggelmann4 April 2019 N/A
Marc Owen5 1 March 2018 3/3
Joseph Papa6 August 2008 2/2
Robin Freestone 24 July 2018 2/2
1  Michael Friedman will retire from the Board and the Committee at the Annual 

General Meeting on 11 April 2019.
2  Virginia Bottomley will join the Committee on 11 April 2019.
3  Ian Barlow will retire from the Board and the Committee on 11 April 2019.
4  Roland Diggelmann will join the Committee on 11 April 2019.
5  Marc Owen joined the Committee on 1 March 2018.
6  Joseph Papa retired from the Board and the Committee on 12 April 2018.

February April July October

ETHICS & COMPLIANCE
 – Overseeing ethics and compliance 

programmes, strategies and plans.
 – Monitoring ethics and compliance 

process improvements 
and enhancements. 

 – Assessing compliance performance 
based on monitoring, auditing 

investigations data.
 –

potential compliance issues.
 – Receiving reports from the Group’s 

Ethics & Compliance Committee 
meetings and from the Chief Legal 

Noted the progress made 
on the Global Compliance 
Programme Plan for 2017 

Reviewed the ethics 
and compliance training 
programmes in place 

auditing and progress 

Preventative Actions.

Noted progress on the 

auditing, and progress 

Preventative Actions.

Received Ethics & 
Compliance update in 

insights from various 

Compliance Programme.

QUALITY ASSURANCE AND REGULATORY AFFAIRS (QARA)
 – Overseeing the processes by which 

regulatory and quality risks relating to 
the Company and its operations are 

 – Receiving and assessing regular 
functional reports and presentations 
from the Chief Quality and 

Reviewed various 

Noted the plans to address 
the potential impact on 

Medical Device Regulations 

Reviewed various quality 
metrics and approved the 
Global Quality Plan for 2018, 
noting the additional work 

Reviewed various quality 
metrics including the 

Received Quality and 
Regulatory report in 

Quality and Regulatory 

status of various Quality 
and Regulatory metrics 

OTHER MATTERS February
As a follow up to the February meeting, reviewed 
the circumstances and actions taken to address the 

The Terms of Reference of the Compliance & Culture Committee describe the role and responsibilities more fully and can be found on our website at www.smith-nephew.com.

Compliance & Culture Committee report 
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We oversee the employee compliance training programme, ensuring 
that all new employees are trained on our Code of Conduct, which 
sets out our basic legal and ethical principles for conducting business. 

which enables employees and members of the public to contact us 
anonymously through an independent provider (where allowed by 

improprieties and the Company’s response. 

LOOKING FORWARD

Committee to cover a broader focus. Whilst oversight of our Ethics 
& Compliance programme will continue to remain a key focus for us 
and we will monitor and assess quality and regulatory issues, we will 
also oversee culture across the organisation and relationships with 
our key stakeholders. We will develop the mechanism for ensuring 
that the Board listens to the employee voice and will oversee the 
Sustainability Programme.

Our focus for 2019 will include:

> Ensure oversight of the Company’s Sustainability programme 
and relationships with key stakeholders.

> Develop a programme to enable the Board to monitor 

> Develop a programme to enable the Board to engage with 

retiring from the Board at the Annual General Meeting. I should like to 
thank my colleagues on the Committee and particularly Marc Owen who 
will be succeeding me as Chair of the Committee and overseeing its 

Michael Friedman
Chair of the Compliance & Culture Committee

In 2018, we held four physical meetings. Each meeting was 

At each meeting we noted and considered the activities of compliance 
and enforcement agencies and investigation of possible improprieties. 
At every meeting a report on the Quality Assurance Regulatory 
Assurance (QARA) function was provided along with updates of 

the Group’s Ethics & Compliance Committee and reviewed the progress 
of the Global Compliance Programme.

OVERSIGHT OF QUALITY & REGULATORY 
Product safety is at the heart of our business. Regulatory authorities 

we oversaw the quality and regulatory activities of our business. 

We reviewed the results of inspections carried out by the FDA and other 
regulators and monitored the progress of improvements following some 
of these inspections. We also monitored the work being undertaken 

We reviewed the results of quality audits undertaken during the year, 
noted follow up actions and monitored progress made to address 

OVERSIGHT OF ETHICS & COMPLIANCE
‘Doing the right thing’ is part of our licence to operate. During the year, 
we oversaw the ethics and compliance activities of our business. 
At each meeting we received a report on ethics and compliance matters 

We regularly review our compliance programme as it relates to 
healthcare professionals and third party sellers (such as distributors 
and sales agents), particularly in higher risk markets. For healthcare 

employees and sales agents, as well as pre-approval of consulting 
services and grants and fellowships. For third parties, our programme 
includes due diligence, contracts with compliance terms, compliance 

controls and monitoring visits to review books and records. 

We ensure that comprehensive due diligence is carried out prior to an 
acquisition and we ensure that following acquisitions new businesses 
are integrated rapidly into the Smith & Nephew compliance programme.
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In addition to discharging its role in accordance with its terms 

assurance in respect of various non-routine matters. Areas of scrutiny 
for the Committee in 2018 have included: the progression of NAPO, 

In 2018 the Committee oversaw the adoption of two accounting 
standards, IFRS 15 Revenue from contracts with customers and IFRS 9  
Financial Instruments. A detailed impact assessment of the application 
of IFRS 15 was undertaken with the conclusion being that there 

loss allowance for trade receivables. This resulted in an additional 
loss allowance of $14 million being recognised on 1 January 2018. 
With regard to IFRS 16 Leases, the Committee considered the application 

the implementation of a new lease accounting software solution) and 
transition readiness. IFRS 16 will be adopted on 1 January 2019 with no 

its new strategy and organisational structure. That will provide the 

Roland Diggelmann joined the Audit Committee in March 2018 where 

Ian Barlow will be standing down as a member of the Board after 
the AGM on 11 April. He has served as member of the Committee 
since 2010 (including seven years as Chair) and has been the 

opportunity to thank Ian for his valuable contribution and wise 

to be reviewed for good market practice. We have also agreed 
arrangements for rotation of the senior partner in accordance with 
recommendations set out in the Financial Reporting Council’s (FRC) 
Guidance for Audit Committees 2016 and as required by the Securities 

Our focus for 2019 will include:

Risk management process – aligned to the new strategy >

Ensuring compliance with new leasing standard IFRS 16. >

>

Ensuring that we are compliant with additional governance 

>

>

Robin Freestone
Chair of the Audit Committee

MEMBERSHIP
Member from Meetings attended

Robin Freestone (Chair)1 September 2015 8/8
Ian Barlow1,2 May 2010 7/8
Roland Diggelmann3,4 March 2018 5/6
Erik Engstrom January 2015 8/8
Mark Owen October 2017 8/8
Joseph Papa5 February 2011 3/3

2  Ian Barlow missed one Audit Committee meeting on 11 April 2018.
3  Roland Diggelmann joined the Audit Committee on 1 March 2018.

Meeting on 12 April 2018.

Audit Committee report

– with the Committee meeting 
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SIGNIFICANT MATTERS RELATED 

We considered the following key areas of judgement in relation to the 
2018 accounts and at each half-year and quarterly trading report, which 

Valuation of inventories

total inventory) is the high level of product inventory required, some of 
which is located at customer premises and is available for customers’ 
immediate use.

Complete sets of products, including large and small sizes, have to 
be made available in this way. These sizes are used less frequently 
than standard sizes and towards the end of the product life cycle are 

therefore required to be made to orthopaedic inventory to anticipate 
this situation. These adjustments are calculated in accordance with a 
formula based on levels of inventory compared with historical usage. 
This formula is applied on an individual product line basis and is 

years. This method of calculation is considered appropriate based on 

planning systems.

Our action
At each quarter end, we received reports from, and discussed 
with, management the level of provisioning and material areas at 

at 31 December 2017). We challenged the basis of the provisions 
and concluded that the proposed levels were appropriate and have 

Liability provisioning

degree of estimation. Provision is made for loss contingencies when 
it is considered probable that an adverse outcome will occur and 
the amount of the loss can be reasonably estimated. In making its 
estimates, management takes into account the advice of internal and 

appropriate. Provisions are reviewed regularly and amounts updated 

of court proceedings and settlement negotiations or if investigations 
bring to light new facts.

Our action
As members of the Board, we receive regular updates from the Chief 

of provisioning. 

The Group carries a provision relating to potential liabilities arising 
on its portfolio of metal-on-metal hip products of $192 million as of 
31 December 2018. We received detailed reports from management 
on this position, including the actuarial model used to estimate the 
provision, and challenged the key assumptions, including the number 
of claimants and projected value of each claim. The provisions for legal 
matters have increased by $27 million during the year, primarily due to 
an increase in the metal-on-metal provision. There have been some 
smaller movements from other cases having been resolved. We have 
determined that the proposed levels of provisioning at year end of 
$217 million included within ‘provisions’ in Note 17.1 in 2018 ($190 million 
in 2017) were appropriate in the circumstances.

Impairment
In carrying out impairment reviews of acquisition intangible assets a 

discount rates, the market demand for the products acquired, the future 

and success in obtaining regulatory approvals. If actual results should 

required, which would adversely impact operating results.

Our action
We reviewed management’s reports on the key assumptions with 
respect to acquisition intangible assets – particularly the forecast 

We concluded that the carrying value of these assets is appropriately 

disclosure surrounding these reviews, and concluded that the review 
and disclosure were appropriate.

Taxation

authorities as promptly as possible. At any given time, the Group is 

changes in legislation.

Our action
We annually review our processes and approve the principles for 

disclosures were appropriate.
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Early February Late February 
Preliminary 
Announcement

Financial Statements

FINANCIAL ACCOUNTING AND REPORTING
 –

accounting standards.
 –
 – Ensuring the Annual Report and Accounts are fair, balanced and understandable and recommending 

 –

Endorsed 2017 results 
and Preliminary 
announcement 

Reviewed draft 
2017 Annual Report 
including report of the 

Assessed compliance 

requirements

Approved the Annual 
Report and Accounts for 
2017 including report of 
the Audit Committee – 

and understandable

Approved letter of 
representation for 2017
Reviewed S302 and 

INTERNAL AUDIT
 – Agreeing Internal Audit plans and reviewing reports of Internal Audit work.
 –
 – Reviewing the control observations made by the Internal Auditor, the adequacy of management’s  

Reviewed year  

RISK MANAGEMENT
 – On behalf of the Board, reviewing and ensuring oversight of the processes by which risks are managed, through 

 – Reviewing the process undertaken and deep-dive work required to complete the Viability Statement and 
recommending its adoption to the Board.

 – Reviewing the impact of risk management and internal controls and working closely with the Ethics 

 – Overseeing risk management processes (see pages 40 – 49 for further details).
 – Regularly reviewing the risk register.

Risk Management  
of risk management in 
place and approved the 
Viability Statement

INTERNAL CONTROLS
 –

 –

Considered Sarbanes-
of Internal Controls over 

FRAUD & WHISTLE-BLOWING
 – Receiving reports on the processes in place to prevent fraud and to enable whistle-blowing.
 –
 –

Reviewed Internal 

EXTERNAL AUDITOR
 –
 –

 –
 –

 
independence  and independence 

and concluded their 

fees for 2017

OTHER MATTERS
Endorsed NAPO 
processing and 

Approved Audit 
Committee’s TOR

Approved consultancy fees 

continued
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April May  July September October December
2018 Q1 Trading Report 2018 H1 Results 2018 Q3 Trading Report

Debrief of Annual 

Approved Senior Finance 

Reviewed summary 

Reviewed and endorsed 
2018 Q1 Trading Report 
and announcement
Approved the Company’s 
policy and report on 

submission to NYSE

Reviewed and 
endorsed H1 results 

Approved letter 

Reviewed and endorsed 
Q3 Trading Report 

New reporting 

requirements update

Reviewed accounting 
matters for 2018 
Considered and approved 
critical accounting policies 
and judgements in 

Reviewed preparation 

Approved plans 
for delivery of the 

Reviewed progress Reviewed progress Reviewed Progress 

Risk Management  Risk Management  Risk Management  

Considered Sarbanes-

Planning 2018

Considered Sarbanes-

progress

Considered Sarbanes-

progress

Reviewed Internal Audit 
Report on Fraud 

Reviewed Internal 

Approved 2017 fee 
overruns

Approved Engagement 
letter for 2018
Noted partner rotation 
arrangements

 
Schedule 2018

Results of FRC Review 

Cyber Security 
Project reports  

China Channel 
Management

Project reports 

Cyber Security 
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OTHER MATTERS RELATED TO  

Regular private meetings have taken place between the Audit 

Business combinations
During 2018, we considered and concurred with management that 

require estimation in setting the assumptions. We received a report from 

were appropriate.

Since the year end
Since the year end we have also reviewed the results for the full year 
2018, the preliminary announcement, Annual Report and Accounts, 
for 2018 and have concluded that they are fair, balanced and 
understandable. In coming to this conclusion, we have considered the 
description of the Group’s strategy and key risks, the key elements of 
the business model, which is set out on pages 12–13, risks and the key 
performance indicators and their link to the strategy.

EXTERNAL AUDITOR
Independence of external auditor

of interest. Our Auditor Independence Policy, which ensures that this 
independence is maintained, is available on the Company’s website.

We believe that the implementation of this policy helps ensure that 
auditor objectivity and independence is safeguarded. The policy 

carry out non-audit services, and all such services are strictly governed 
by this policy.

The Auditor Independence Policy also governs the policy regarding 

Authority Order.

as part of the 2018 year end process, in line with previous years. 

team, considered the feedback from this process and shared it 

During the year, we also considered the inspection reports from the 

at each meeting where management present their summary of critical 
accounting estimates as at each quarter end.

Appointment of external auditor 

Resolutions will be put to the Annual General Meeting to be held on 

auditor and authorising the Board to determine its remuneration, on 
the recommendation of the Audit Committee in accordance with the 
Competition and Markets Authority (CMA) Order 2014.

Disclosure of Information to the auditor
In accordance with Section 418 of the Companies Act 2006, the 

that, to the best of their knowledge and belief, there is no relevant audit 

relevant audit information and, accordingly, to establish that the Auditor 
is aware of such information.

Non-Audit Fees Paid to the auditor
Non-audit fees are subject to approval in line with the Auditor 
Independence Policy which is reviewed annually and forms part 

The Audit Committee recognises the importance of the independence 

should not be breached. The Audit Committee ensures that the Auditor 
does not receive a fee from the Company or its subsidiaries that would 
be deemed large enough to impact its independence or be deemed 
a contingent fee. The total fees for permitted non-audit services shall 

continued
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Any pre-approved aggregate, individual amounts up to $25,000 may 
be authorised by the Group Treasurer and Senior Vice-President Group 
Finance respectively and amounts up to $50,000 by the Chief Financial 

the Chairman of the Audit Committee. If unforeseen additional permitted 

again pre-approval by the Chairman of the Audit Committee is required.

which were approved by the Chairman of the Audit Committee:

2018 
$ million

2017 
$ million

compliance  
services

 
in Singapore only

– 0.1

in countries where it is required by law for the auditor to conduct 

The ratio of non-audit fees to audit fees for the year ended 31 December 
2018 is 0.00. The ratio of non-audit fees to audit fees for the year ended 
31 December 2017 was 0.02.

Full details are shown in Note 3.2 of the Notes to the Group accounts.

Audit Fees paid to the auditor

following categories were:

2018 
$ million

2017 
$ million

Audit fees 6.0 4.4
Audit-related fees – –
Total 6.0 4.4

INTERNAL AUDIT
The Internal Audit team, which reports functionally to the Audit 
Committee, carries out risk-based reviews across the Group. 

The audit team, led by the Group Head of Internal Audit, consists of 

be engaged to support audit work as appropriate.

The Group Head of Internal Audit has direct access to, and has regular 
meetings with, the Audit Committee Chair and prepares formal reports 

function, together with the status of management’s implementation 

During the year, the team completed 53 risk based audits and reviews 
across the Group. These included Financial and Operational Market 

Programme Assurance reviews ranging from the implementation of 

user access to some systems, also the need to improve internal controls 
in a number of smaller markets. Management has taken swift action to 
implement Internal Audit’s recommendations. 

A periodic review of the Internal Audit function is undertaken by an 

ISA 610 review of the function and this concluded satisfactorily. 

the function’s performance. The Audit Committee, which re-approved 

RISK MANAGEMENT PROGRAMME
Whilst the Board is responsible for ensuring oversight of strategic 
risks relating to the Company, determining an appropriate level of 
risk appetite, and monitoring risks through a range of Board and 
Board Committee processes, the Audit Committee is responsible for 

to the Company and its operations are managed and for reviewing 

Management process.

During the year, we reviewed our Risk Management processes and 
progress was discussed at our meetings in February, July, September 
and December. We approved the Risk Management Programme 

reviewing the work undertaken by the risk champions across the Group, 
identifying the risks which could impact their areas of our business.

The Risk Management programme in 2018 followed the new risk 
management policy and manual rolled out across the Company in 
2017. This programme combines a ‘bottom up’ approach (whereby risks 

with their leadership teams), with a top-down approach (when the 

Throughout the year, the Audit Committee maintained oversight 

the heat maps prepared by management showing how these risks 
were being managed. We considered those risks where the risk 

impacting certain business areas.
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Since the year end, we have reviewed a report from the Group Head of 

throughout the year. We considered the principal risks, the actions 
taken by management to review those risks and the Board risk appetite 
in respect of each risk.

We concluded that the Risk Management process during 2018 and up 

continue in 2019 and beyond to continue to enhance the process.

See pages 40–49 for further information on our Risk 
Management Process.

VIABILITY STATEMENT
We also reviewed management’s work in conducting a robust 
assessment of those risks which would threaten our business model 
and the future performance or liquidity of the Company, including its 
resilience to the threats of viability posed by those risks in severe but 
plausible scenarios. This assessment included stress and sensitivity 
analyses of these risks to enable us to evaluate the impact of a severe 
but plausible combination of risks. We then considered whether 

this analysis, we recommended to the Board that it could approve and 
make the Viability Statement on page 50–51.

GOING CONCERN

its future development, performance and position are set out in the 
‘Financial review and principal risks’ section on pages 42–47.

In addition, the Notes to the Group accounts include the Group’s 

consequence, the Directors believe that the Group is well placed to 
manage its business risk successfully despite the ongoing uncertain 
economic outlook.

foreseeable future. Thus they continue to adopt the going concern 

EVALUATION OF INTERNAL CONTROLS
Management is responsible for establishing and maintaining adequate 

There is an established system of internal control throughout the Group 
and our country business units. The main elements of the internal 
control framework are:

 – The management of each country and group function is responsible 

controls within their business unit or function.
 – The Group’s IT organisation is responsible for the establishment of 

IT infrastructure. 
 – The Financial Controls & Compliance Group has responsibility for 

functions and IT organisation, either by performing testing directly 

 –
policies. The Group’s Minimum Acceptable Practices (MAPs) have 
been further enhanced during 2018 by simplifying and clarifying the 
requirements as well as broadening their scope and incorporating 

their level of compliance with the MAPs twice a year and remediate 
any gaps. MAPs compliance is validated through spot-checks 
conducted by the Financial Controls & Compliance Group and 

 –
of authority.

 – During the year, there has been further progress in standardising 

In 2019, there will be a focus on implementing a technology solution 

 –
as approved by the Audit Committee.

 – The Audit Committee reviews reports from Internal Audit on their 

MAPs and from the SVP Group Finance and the heads of the 

 – The Audit Committee reviews regular reports from the Financial 
Controls & Compliance Group with regard to compliance with 

management’s testing and progress regarding any remediation, as 
well as the aggregated results of MAPs self-assessments performed 
by the business.

 – Business continuity planning, including preventative and contingency 
measures, back-up capabilities and the purchase of insurance.

 – Risk management policies and procedures including segregation 

managerial review and comprehensive reporting and analysis 
against approved standards and budgets.

continued
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 – A treasury operating framework and Group treasury team, 
accountable for all treasury activities, which establishes policies and 

limits and monitoring procedures are reviewed regularly by the 

of the Board.
 –

authorities, which is reviewed by the Audit Committee on behalf of 
the Board.

 – The Audit Committee reviews the Group whistle-blower procedures 

 – The Audit Committee received and reviewed a report on the 
progress of the Finance Transformation during 2018 and the 
mitigation of the associated risks.

This system of internal control has been designed to manage rather 
than eliminate material risks to the achievement of our strategic 
and business objectives and can provide only reasonable, and not 
absolute, assurance against material misstatement or loss. Because of 

prevent or detect all misstatements. In addition, our projections of any 

controls may become inadequate because of changes in conditions, 
or that the degree of compliance with the policies or procedures may 
deteriorate. Entities where the Company does not hold a controlling 
interest have their own processes of internal controls similar to those 

ourselves that we are meeting the required standards both for the year 
ended 31 December 2018 and up to the date of approval of this Annual 
Report. No concerns were raised with us in 2018 regarding possible 

This process complies with the Financial Reporting Council’s ‘Guidance 
on Risk Management, Internal Control and Related Financial and 

additionally contributes to our compliance with the obligations under the 

been no change during the period covered by this Annual Report that 

The Board is responsible overall for reviewing and approving the 

quality management and ethical compliance) processes operated by 
the Group. The Board has delegated responsibility for this review to 
the Audit Committee. The Audit Committee, through its Internal Audit 

these are remediated within agreed timelines. The latest review covered 

 –

disclosure controls and procedures as at 31 December 2018.
 – Management is responsible for establishing and maintaining 

criteria set forth by the Committee of Sponsoring Organisations of 
the Treadway Commission in Internal Control-Integrated Framework 
(2013). Based on their assessment, management concluded and 
reported that, as at 31 December 2018, the Group’s internal control 

Having received the report from management, the Audit Committee 

CODE OF ETHICS FOR SENIOR FINANCIAL OFFICERS

been no waivers to any of the Code’s provisions nor have there been 
any substantive amendments to the Code during 2018 or up until 

EVALUATION OF COMPOSITION, PERFORMANCE 

Committee was evaluated this year in accordance with the 

The review by the Audit Committee found the following and the below 
action will be taken during 2019:

Composition

Performance & The Audit Committee is well chaired, with a clear role, 
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Our focus in 2019 will be on 

arrangements to the new Strategic 
Imperatives of the Company

MEMBERSHIP
Member from Meetings attended

Angie Risley1 (Chair) September 2017 5/5
Vinita Bali April 2015 5/5
Virginia Bottomley April 2014 5/5
Robin Freestone September 2015 5/5
Joseph Papa1  
(Former Chair)

April 2011 2/2

Roberto Quarta April 2014 5/5
1  Angie Risley was appointed Chair of the Committee on 12 April 2018 replacing 

Directors’ Remuneration Report
Remuneration Committee report

DEAR SHAREHOLDER,

to his leadership team have given the Committee a full programme 

of the Remuneration Committee in the light of revised remuneration 

sought to ensure that our pay arrangements support and drive delivery 

decisions to align pay outcomes with the performance delivered 

Review of 2018 performance 

leadership in the second half did not detract from delivery and the 

Pay for performance is important to us and therefore members of 
the Audit Committee joined us to consider our results and determine 
the extent to which performance against the targets in our incentive 

with consideration of how our Executive Directors performed against 

determined that Namal Nawana would receive a cash incentive 

that Olivier Bohuon would receive a cash incentive payment of 94% of 

Looking forward – remuneration arrangements for 2019

2018 and Namal articulated his vision for the business externally earlier 

remuneration arrangements to align with this strategy and to drive the 

shareholders understand our business strategy and secondly how we 
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We are mindful of the corporate governance changes which have come 

Although we are not required to report on the CEO pay ratio until next 

Appointment of Namal Nawana

We are very grateful for the support and guidance we received from 
the shareholders we spoke to when we were considering appropriate 

the Annual Incentive Plan (cash and equity) and the Performance Share 

We also considered and approved remuneration arrangements for 

shareholders over the summer with regard to increasing our Chief 

Retirement of Olivier Bohuon

Olivier stepped down from the Board on Namal’s appointment in May 
2018 and remained employed in an advisory capacity supporting the 

the Annual Incentive Plan for the period worked as Chief Executive 

2018 Annual general meeting
We were pleased that our Remuneration Report received over 

I should like to thank the shareholders who have engaged with us and 
supported us during the year and particularly those I met as part of my 

LOOKING FORWARD
In summary, our focus for 2019 includes:

>

Engaging with key shareholders whilst developing a new >

arrangements across the Group focusing particularly on the >

Angie Risley
Chair of the Remuneration Committee
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 continued

MEASURES IN OUR VARIABLE PAY PLANS

FINANCIAL MEASURES IN ANNUAL INCENTIVE PLAN
Revenue (35%)

Trading Cash Flow (15%)

BUSINESS OBJECTIVES IN ANNUAL INCENTIVE PLAN
Growth (8.3%) Revenue growth through achieving the full potential of our portfolio transforming our business through 

Business Process (8.3%)

People (8.3%)

PERFORMANCE MEASURES IN OUR PERFORMANCE SHARE PLAN
Relative TSR (25%)

Cumulative Free Cash Flow (25%)

Sales Growth (25%)

Return on Invested Capital (25%)

COMPLIANCE STATEMENT

Remuneration Committee report continued
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shareholders for an advisory vote at the Annual General Meeting to 

WORK OF THE REMUNERATION COMMITTEE IN 2018

against the targets under the short-term and long-term incentive 

INDEPENDENT REMUNERATION COMMITTEE ADVISORS

by the Remuneration Committee following a full tender process in 2011 
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 continued

Late January Early February July September October

awards and payouts 
in 2018

Approval of targets 
and Remuneration 
strategy for 2018

Mid-year Review 
 

Arrangements

Review of Graham Review of  
Remuneration  
Strategy

DETERMINATION OF REMUNERATION POLICY AND PACKAGES
 – Determination of Remuneration 

Policy for Executive Directors 

 – Approval of individual 

Executive Directors and Executive 

any major changes to individual 

 – Consideration of remuneration 
policies and practices across 

 – Approval of appropriate 
performance measures for short-
term and long-term incentive 
plans for Executive Directors 

 – Determination of pay-outs 
under short-term and long-term 
incentive plans for Executive 

of cash payments 
and awards to 
Executive Directors 

the Annual Incentive 

Incentive Programme 
and Performance 

Reviewed the fees for 

Agreed the targets 
for the short-term 
and long-term 
incentive plans for 

the remuneration 
strategy for 2018 

Considered appropriate 
remuneration 

Report from Deloitte 

remuneration arrangements 

Reviewed the 
 

long-term awards 

Approved 5% base 
salary increase for 

responsibilities 

Services functions 
following consultation 
programme 
with the holders 

Agreed to update the 
Company’s Remuneration 
Policy to align with the 
new corporate strategy 
during 2019 to put 
to shareholders for 

minor adjustments to 
certain targets and 
measures in 2019 in 

data for the Executive 
Directors and Executive 

in accordance with 

Considered reports 

OVERSIGHT OF ALL COMPANY SHARE PLANS
 – Determination of the use of 

long-term incentive plans and 
overseeing the use of shares in 

Reviewed adherence to 
shareholding guidelines 
for Directors and Senior 

Monitored dilution limits 
and the number of shares 
available for use in respect 
of Executive and all-

Approved amendments to 
various share plan rules to 

REPORTING AND ENGAGEMENT WITH SHAREHOLDERS ON REMUNERATION MATTERS
 – Approval of the Directors’ 

Remuneration Report ensuring 
compliance with related 

 – Continuation of constructive 
engagement on remuneration 

Approved the  
Remuneration  

Reviewed the Reviewed the 
shareholder response 

OTHER MATTERS
Audit Committee in 
attendance to answer 

audited numbers and 
independent advisors 

Discussed recent 

changes and the impact 
they would have on the  
Remuneration 

Remuneration Committee report continued
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Remuneration implementation report

SINGLE TOTAL FIGURE ON REMUNERATION
 

Namal Nawana
Appointed 7 May 2018

Olivier Bohuon
Appointed 1 April 2011  
(resigned from Board  

7 May 2018)
Graham Baker

Appointed 1 March 2017

Julie Brown

 
11 January 2017)

2018 2017 2018  2017 2018 2017 2018 2017

FIXED PAY

Base salary – –

Pension payments – –

– –

ANNUAL VARIABLE PAY   

Annual Incentive Plan – cash – – –

HYBRID    

Annual Incentive Plan – equity – – – –

LONG-TERM VARIABLE PAY    

Performance Share Plan – – – – – –

Total –

Base salary

Pension payments the value of the salary supplement in lieu of pension or contribution to any pension scheme 

Annual Incentive Plan – cash

Annual Incentive Plan – equity

Performance Share Plan the value of shares vesting that were subject to performance over the three-year period ending on 

Total
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Remuneration implementation report continued

FIXED PAY

Base salary

 2018 2017

Olivier Bohuon (retired from Board on 7 May 2018 and from Company on 7 November 2018)

Pension payments

Namal Nawana Olivier Bohuon Julie Brown

2018 2017 2018 2017 2018 2017 2018 2017

Health cover – –
Car and fuel allowance – –
Financial consultancy advice – – –
 – – – – – – –

– – – – – –
Subscriptions – – – – – –
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ANNUAL VARIABLE PAY

Annual Incentive Plan 2018 – cash element

Maximum Actual

Revenue 1

25% 1

15%

Achieved % 
of target

Award % 
of salary 

Revenue 74%
25% 129%
15%

Business Objectives
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Remuneration implementation report continued

Namal Nawana Graham Baker

People

 –
operating model and attracting four new Executive Committee leaders to 

 –

 – Implemented an employee engagement platform through the introduction 

to-face engagement opportunities with >20% of global employee base 

 –

transition including assessment of the overall Company and design 

Business Process

 –

 –
and long-term value creation for shareholders with detailed and robust 

 – Engaged with R&D organisations in all business areas and reprioritised 

 –

improved full year trading margin and built robust plans for further multi-

Customers

 – Demonstrated strong customer focus meeting with hundreds of customers 
in aggregate including through hospital visits and attending medical 

 –

 –

 –

Achieved %
of target

Award %
of salary 

People
Business Process 116%
Customers 150%

under the cash element of the Annual Incentive Plan in respect of 

 
date of joining Company 7 May 2018)

Achieved %
of target

Award %
of salary 

People 100%
Business Process 100%
Customers 100%

under the cash element of the Annual Incentive Plan in respect of 
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Amount
Award % 
of target

Financial Objectives (75% of award) 94
Business Objectives (25% of award) 94
Total Cash Incentive Payment €385,951
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Remuneration implementation report continued

Annual Incentive Plan – equity element

Assessment of how Executive Directors have achieved

Below expectations In-line with expectations Above expectations

Assessment of what has been achieved Below expectations No Award No Award No Award
In-line with expectations No Award Award of 50% of Salary Award of 55% of Salary

Above expectations No Award Award of 55% of Salary Award of 65% of Salary

Cash Component

Executive Director % of salary Amount % of salary Amount

Namal Nawana

Director Date of Grant
Number of shares  

under award vesting
Number of shares to vest from  

each grant subject to performance

7 March 2018 

EQUITY INCENTIVE AWARD FROM PRIOR YEARS

Director Date of Grant
Number of shares under award  

vested on 7 November 2018

Olivier Bohuon 7 March 2018
7 March 2017
7 March 2016

EQUITY INCENTIVE AWARDS IN 2019
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LONG-TERM VARIABLE PAY

Performance Share Plan

Performance Share Programme – 2018 grants

 –

 –

Award vesting as % of salary at date of grant

Sector Based Peer Group

Below median Nil Nil
Median
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Remuneration implementation report continued

Return on invested capital (ROIC)  

1 2

(Opening Net Operating Assets + Closing Net Operating Assets)

ROIC will be measured each year of the three-year performance period and a simple average of the three years will be compared to the targets 

Return on Invested Capital Award vesting as % of salary

Nil

Sales growth

Sales growth over three-year period commencing 1 January 2018 Award vesting as % of salary

Nil

It is not possible to disclose precise targets for sales growth as this will give commercially sensitive information to our competitors concerning our 

Award vesting as % of salary

Nil
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Performance Share Programme 2019
Performance share awards will be made in 2019 to the Executive Directors under the Global Share Plan 2010 to a maximum value of 190% of salary 

TSR performance

Return on invested capital

Return on Invested Capital Award vesting as % of salary

Nil

Sales growth
Sales growth over three-year period commencing 1 January 2019 Award vesting as % of salary

Nil

It is not possible to disclose precise targets for sales growth as this will give commercially sensitive information to our competitors concerning our 

Award vesting as % of salary

Nil
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Remuneration implementation report continued

Performance Share Programme 2016

 

Maximum Actual 
Percentage

Vesting

Median – Below Median 0%
20%

Cumulative Free Cash Flow

Director Date of grant Number of shares under award at maximum Number vesting

Olivier Bohuon 7 March 2016
Pro-rated for length of time held prior to retirement  

from the Company on 7 November 2018

DETAILS OF OUTSTANDING AWARDS MADE UNDER THE PERFORMANCE SHARE PROGRAMME

Date granted
Number of ordinary shares

under award at maximum Date of vesting

Olivier Bohuon 7 March 2016 7 March 2019
7 March 2017 7 March 2020
7 March 2017 7 March 2020
7 March 2018 9 March 2021

Namal Nawana 9 May 2018 9 May 2021
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SUMMARY OF SCHEME INTERESTS AWARDED DURING THE FINANCIAL YEAR
Namal Nawana1 Olivier Bohuon2 1

Number of shares Face value Number of shares Face value Number of shares Face value

– –
Performance Share Award at maximum  
(see page 98) – –

SINGLE TOTAL FIGURE ON REMUNERATION 
Chair and Non-Executive Directors

Basic annual fee1
Committee Chair/Senior 

Independent Director fee Intercontinental travel fee

Director 2018 2017 2018 2017 2018 2017 2018 2017

Roberto Quarta – – –
Vinita Bali2 – – – – –

– –
Ian Barlow –
Virginia Bottomley – – –
Roland Diggelmann – – – – – –

– – –
Robin Freestone –
Michael Friedman

4 – – – – –
Marc Owen5 – –
Joseph Papa6 –
Angie Risley 7 – –
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Chair and Non-Executive Director Fees

Annual fee paid to the Chair
Annual fee paid to Non-Executive Directors  

Intercontinental travel fee (per meeting)
Fee for Senior Independent Director and Committee Chairman

Payments made to past Directors

Service contracts
Executive Directors are employed on rolling service contracts with notice periods of up to 12 months from the Company and six months from the 

Outside directorships

 

Directors’ interests in ordinary shares

Namal Nawana Olivier Bohuon

7 May
20181 2018

15 February
20192

1 January
2018 2018

15 February
20192

1 January
2018

7 May
2018

Ordinary shares – 4 – 4

Share options – – – – – –
Performance share awards5 –

– – – –

Remuneration implementation report continued
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Director
1 January 2018 (or date of 

appointment if later)
 

of retirement if earlier) 15 February 20191
Shareholding as %

of annual fee2

Roberto Quarta
Vinita Bali4

Ian Barlow
Virginia Bottomley
Roland Diggelmann5 –

Robin Freestone
Michael Friedman4

Marc Owen –
Joseph Papa6 N/A N/A
Angie Risley –

Base salary
% change 2018 % change 2018

Annual cash bonus
% change 2018

1

Average for all employees N/A N/A

All employees including the Executive Directors have performance objectives determined at the beginning of the year which cascade down from the 

Executive Directors participate in the same senior executive incentive plans (currently the Annual Incentive Programme and the Performance 
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Year P50 (median)

2018

Component CEO (combined) P50 (median)

Salary

Relative importance of spend on pay

For the year to For the year to
% change

-14%
Dividends paid during the year 19%

1 1 -8%
8%

Remuneration implementation report continued
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Total Shareholder Return

Dec 2010Dec 2008 Dec 2009 Dec 2011 Dec 2012 Dec 2014 Dec 2015 Dec 2018Dec 2017Dec 2016Dec 2013
Source: DataStream

Smith & Nephew FTSE 100

Nine-year Total Shareholder Return 
(measured in UK Sterling, based on monthly spot values)
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Table of historic data

Year
Annual Cash Incentive

payout against maximum % Performance shares % Options %

2018 Namal Nawana1 697 N/A –
2018 Olivier Bohuon2 7 –
2017 Olivier Bohuon 6 61 54 – 
2016 Olivier Bohuon 8 – 
2015 Olivier Bohuon 75 – 
2014 Olivier Bohuon 57 – 

Olivier Bohuon 84 – – 
2012 Olivier Bohuon 84 N/A – 
2011 Olivier Bohuon 68 N/A – 
2011 David Illingworth5 27 27
2010 David Illingworth 57 70 61

Gender Pay Ratio

Shareholding Requirements

Remuneration implementation report continued
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Statement of voting at Annual General Meeting held in 2018

Resolution Votes for % for Votes against % against validly cast Votes withheld

Approval of the Directors’ Remuneration Report 
(excluding policy)

Senior management remuneration

2018 2017 2016

performance-related incentive plans)
– 

– – – 
Aggregate amounts provided for under supplementary schemes

Share awards granted 
during the year as at 15 February 2019

Performance Share awards at maximum
Conditional share awards under the Global Share Plan 2010
Options under Employee ShareSave plans

Dilution headroom

All-employee share plans 2019
Discretionary share plans 

Angie Risley
Chair of the Remuneration Committee
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FUTURE POLICY TABLE – EXECUTIVE DIRECTORS 

BASE SALARY AND BENEFITS

Base salary

in order to invest for growth in higher growth geographies and franchises means that we are competing for international talent and our base 

How the component operates Maximum levels of payment Framework in which performance is assessed

 –

 –

 –
 –

 – General economic conditions in the 

 – Average increases awarded across 

 –
 –

increases to base salary and when appointing 

increases for Executive Directors will relate 

the right to approve higher increases when 
there is a substantial change in the scope of 

will be provided in the Implementation Report 
should higher increases be approved in 

Performance in the prior year is one of the factors 

Payment in lieu of pension

How the component operates Maximum levels of payment Framework in which performance is assessed

Current Executive Directors receive 

Base salary is the only component 

paid to Executive Directors is not dependent 

The Policy Report



Smith & Nephew Annual Report 2018 107

How the component operates Maximum levels of payment Framework in which performance is assessed

provided for comparable roles in the 
location in which the Executive Director 

where necessary or relevant in the context 

be provided in-line with the Company’s 

depend on the cost of providing such 

Shareholders should note that the cost of 

 –
 –

retains the right to pay more than this should 
the cost of providing the same underlying 

in the Implementation Report should the cost 

Executive Directors is not dependent on 

provided to comparable roles within the 

ALL-EMPLOYEE ARRANGEMENTS

All-employee share plans

How the component operates Maximum levels of payment Framework in which performance is assessed

to save on a regular basis and then buy 

are able to participate in such plans 

the maximum permitted by the HM Revenue 
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ANNUAL INCENTIVES

Annual Incentive Plan – cash incentive

How the component operates Maximum levels of payment Framework in which performance is assessed

and business objectives set at the start 

Committee determines the extent to which 
performance against these has been 

Incentive Plan is 215% of base salary (150% 

 – 150% salary awarded for 

 – 100% salary awarded for 

 – 50% salary awarded for 

 – Performance assessed against individual 

25% of the cash component is based on 

discretion to adjust the relative weightings of 

adopt any performance measure that is relevant 

Annual Incentive Plan – equity incentive

How the component operates Maximum levels of payment Framework in which performance is assessed

conditional share awards (made at the time 

if performance remains satisfactory over 

Participants will receive an additional 

of dividend payable per vested share 

 – Performance is assessed against individual 

 – 65% of salary awarded for 

 – 50% of salary awarded for 

 – 0% of salary awarded for performance 

judgement of the individual’s performance based 
both on what has been achieved during the year 
and how it has been achieved in determining the 

The Policy Report continued
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LONG-TERM INCENTIVES (AWARDS ACTIVELY BEING MADE)

Performance Share Programme

How the component operates Maximum levels of payment Framework in which performance is assessed

comprises conditional share awards 

achievement of stretching performance 

Participants will receive an additional 

of dividend payable per vested share 

Executive Director for a further two-year 

 –
 –
 –

 – 25% of the award vests on achievement of a 

 – 25% of the award vests subject to three-year 

performance relative to Global Healthcare 

 – 25% of the award vests subject to the 
achievement of return on invested 

 – 25% of the award vests subject to total 

 –
against them are described more fully in the 

 –

on the extent to which the performance 
conditions are met over the three-year period 

 –
discretion to change the measures and their 
respective weightings to ensure continuing 

 –

Awards made prior to 2017 were subject to 
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ILLUSTRATIONS OF THE APPLICATION OF THE 
REMUNERATION POLICY 2017

elements of the Executive Directors’ remuneration under three 

MALUS AND CLAWBACK

award or part of an award may not vest (regardless of whether or not 
the performance conditions have been met) or may determine that 

returned to the Company in the event that any of the following matters 

 –
 – A material error in determining the extent to which any performance 

 –

 –

POLICY ON RECRUITMENT ARRANGEMENTS
Our policy on the recruitment of Executive Directors is to pay a 

in-line with the policy and having regard to the parameters set out on 

which is in-line with the relocation arrangements we operate across 

believes that we need the ability to compensate new hires for incentive 

to replicate forfeited share awards using Smith & Nephew incentive 

The Policy Report continued

Total Remuneration by Performance Scenario  
for 2017 Financial Year (percentage split)

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER

TARGET %MINIMUM % MAXIMUM % TARGET %MINIMUM % MAXIMUM %

24
26

13
3710

0

35
12

27
26

25
26

13
3610

0

35
12

28
25

 Fixed pay  Annual Incentive (Cash)  
 

Figures as at salary levels in 2017, when the Policy Report 

CHIEF EXECUTIVE OFFICER

TARG
ET

M
IN

IM
UM

M
AXIM

UM

€6,460,783

€4,573,599

€1,683,848

CHIEF FINANCIAL OFFICER

TARG
ET

M
IN

IM
UM

M
AXIM

UM

£2,750,744

£1,934,744

£685,244

 Salary  Payment in lieu of pension  
  
 Performance Share Programme



Smith & Nephew Annual Report 2018 111

If we appoint an existing employee as an Executive Director of the 

Exchange of an incoming Executive Director’s remuneration 

SERVICE CONTRACTS

periods of up to 12 months from the Company and six months from 

Directors are restricted for a period of 12 months after leaving the 

or the former Executive Director commences employment earlier than 

POLICY ON PAYMENT FOR LOSS OF OFFICE
Our policy regarding termination payments to departing Executive 
Directors is to limit severance payments to pre-established contractual 

in accordance with the terms of the service contract between the 

misconduct) all leavers are entitled to receive termination payments 

discretion to pay the Executive Director a proportion of the annual cash 

Exchange of a departing Executive Director’s termination arrangements 

In the case of a change of control which results in the termination of 
an Executive Director or a material alteration to their responsibilities 

be entitled to receive 12 months’ base salary plus payment in lieu of 

discretion to pay an Executive Director in these circumstances an 

then the vesting of any outstanding annual cash incentive and 

vest in other circumstances and will be subject to satisfactorily meeting 

on a case-by-case basis following a review of circumstances and to 

Exchange of an out-going Executive Director’s remuneration 
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CHANGES TO POLICY

 – Introduction of a two-year holding period for vested 

 –
 –

 –

Further details can be found in the letter from the Chairman of the 

POLICY ON SHAREHOLDING REQUIREMENTS

Executive Directors can have a greater alignment with shareholders 

of Smith & Nephew shares worth three times their base salary and the 

Directors to retain all the shares (after tax) vesting under the 

STATEMENT OF CONSIDERATION OF EMPLOYMENT 
CONDITIONS ELSEWHERE IN THE COMPANY AND 
DIFFERENCES TO THE EXECUTIVE DIRECTOR POLICY

Executive Director base salaries will generally increase at a rate in-line 

Company pension plan receive a cash payment of 20% of salary in lieu 

Annual cash incentives payable to employees across the Company 
depend on the satisfactory completion of these objectives as well as 

 

relating to local employment conditions and an understanding of 

The Policy Report continued
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FUTURE POLICY TABLE – CHAIRMAN AND NON-EXECUTIVE DIRECTORS

Annual fees
Basic annual fee

How the component operates Maximum levels of payment

 –
 –

 –

Directors and the Chairman by more than the increases paid to 

Fee for Senior Independent Director and Committee Chairmen

How the component operates Maximum levels of payment

 –
 –

Director or Committee Chairmen will exceed the increases paid to 

Intercontinental travel

How the component operates Maximum levels of payment

 –
 –
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NOTES TO FUTURE POLICY TABLE  
– NON-EXECUTIVE DIRECTORS
Changes to Remuneration Policy

Additional duties undertaken by  
Non-Executive Directors

the Executive Directors during a period of absence due to illness or 

amounts which would normally be paid to a permanent Executive 
 

Policy on recruitment arrangements
Any new Non-Executive Director shall be paid in accordance with the 

the payment of relocation assistance or an accommodation allowance 

Letters of appointment

which set out the terms under which they provide their services to the 
Company and are available for inspection at the Company’s registered 

STATEMENT OF CONSIDERATION 

have altered some of the measures we use in our short- and long-

the Remuneration Policy in respect of our Executive Directors at the 

of the 2016 Annual General Meeting had shown us that shareholders 
were broadly supportive of our Remuneration Policy and those who 
opposed the Remuneration Report were primarily voting against the use 

or held telephone calls with 28 shareholders holding around 41% of the 

top 20 shareholders down to smaller active and engaged shareholders 

altering the performance measures used in the short- and long-term 

useful in helping to understand the measures and targets which were 

measures have been incorporated into our incentive plans for 2017 and 
a two-year holding period will now apply on the vesting of performance 

The Policy Report continued


