TERMS OF REFERENCE

REMUNERATION COMMITTEE
1.
Composition

1.1
The Remuneration Committee shall comprise all non executive directors.

1.2
It will be chaired by the Chairman of the Board of Directors.

2.
Terms of Reference

2.1
The Remuneration Committee will establish the overarching principles and parameters for remuneration within the Society.  The committee will take cognisance of the equal pay and non discrimination requirements along with the TCF (Treating Customers Fairly) requirements in setting any remuneration strategy.

2.2
The Society is not covered by the FSA Remuneration Code, however, the committee will ensure that the Society adheres to those parts of the Code which can be applied to mutual building societies.  In particular:


2.2.1 The Remuneration Committee will ensure that remuneration practices do not expose the Society to excessive risk.


2.2.2  Remuneration practices will not encourage staff to take excessive risks.


2.2.3  Any risks which are created by our remuneration practices will be reflected in our ICAAP.


2.2.4  Remuneration practices will be consistent with our agreed Risk Appetite.


2.2.5  The Remuneration Committee will exercise independent judgement and demonstrate that their decisions are consistent with the Group’s financial situation and future prospects.  Members of the Remuneration Committee will have the skills and experience to reach an independent judgement on the suitability of the remuneration policies, including the implications for risk and risk management.


2.2.6  The Remuneration Committee will ensure that the procedures for setting compensation within the Group are clear and documented, and that they  include measures to avoid conflicts of interest.  Risk, compliance and HR personnel will all contribute as appropriate.  In addition the Committee may seek views from the Internal Audit function.  


2.2.7  The Remuneration Committee will ensure that compensation for staff in the risk and compliance functions are determined independently of their business areas, with emphasis being placed upon their own objectives.


2.2.8  The Remuneration Committee will not judge performance simply on the basis of the results of the most recent financial year.


2.2.9  The Remuneration Committee will take into account the effectiveness of our risk management and the results of our Compliance procedures when assessing performance. 


2.2.10  Annual salary will always be the largest single component of the overall remuneration package for all staff.


2.2.11  Any long/medium term bonus structure will reflect the future performance of the Group.  Where possible, a long/medium term bonus scheme will be based on a period not less than three years.  


2.2.12  Any decisions on remuneration taken by the Remuneration Committee will take cognisance of the financial situation of the Group.  


2.2.13  Any bonus paid to members of the Senior Management Forum will be based on Group performance - principally on profits with an appropriate adjustment made for Risk, Liquidity and Capital.  Where quantitative targets are used (such as sales targets) these will be supported by qualitative targets such as those contained in the Balanced Scorecard.


2.2.14  Any bonus scheme for members of the Senior Management Forum will be designed to ensure that no bonus will be paid in the following circumstances:

(a) If a Group loss is made at the end of the financial year.

(b) If capital falls below the level required by our ICAAP.

(c) If Internal Audit express a significant concern that the internal controls are not being properly applied throughout the Group.

(d) If the Audit Committee feel that Risk Management within the Group has ceased to be effective. 

2.2.15  Any bonus scheme for members of the Senior Management Forum will be at the absolute discretion of the Remuneration Committee and will not be guaranteed. 

2.3
The Committee shall determine and subsequently recommend to the Board the appointment, terms and conditions of employment, performance objectives, risk adjustments and remuneration of the Senior  Management Forum.

2.4
In arriving at its recommendations, the Committee shall have regard to the remuneration and benefits package payable to executive directors and senior management carrying similar responsibilities in comparable organisations, (principally building societies, banks and other financial institutions with a similar level of complexity and diversity), to ensure that the Society has the requisite skills and experience to lead the organisation in a competitive environment.  Whilst these comparators are useful they will not override the need for members of this Committee to make independent decisions.  

2.5
The Committee shall have regard to the individual job performances of directors and senior management.  To do this, the Remuneration Committee will ensure that a performance appraisal is undertaken for all members of staff. 

2.6
The Remuneration Committee will seek advice from the Risk Committee regarding specific risk adjustments to be applied to performance objectives.

2.7
The Committee shall also recommend to the Board the fees payable to non executive directors.  In arriving at its recommendations, it shall have regard to fees payable at comparable organisations, principally building societies with a similar level of complexity and diversity.

2.8 The Committee may delegate any matters pertaining to senior management to the Chief Executive as it considers appropriate.

2.9  For the sake of clarity these Terms of Reference cover all aspects of remuneration including any severance packages, pension payments, salary and bonus payments.

2.10
The Committee shall review its terms of reference at least annually and make recommendations for amendment as appropriate to the Board of Directors.

3.
Meetings

3.1
The Committee shall meet at least twice a year.

3.2
The Chairman of the Committee shall ensure that minutes of all meetings are maintained.  These will be circulated to all directors for consideration and acceptance at the first subsequent full Board meeting.

4.
Quorum

4.1
For a meeting of the Committee to be quorate, it must be attended by more than 50% of non executive directors.
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