
Dear Shareholder
On behalf of the Board I am pleased to present our Directors’ Remuneration 
Report for the year ended 30 June 2017. The Committee paused its ongoing 
review of the Remuneration Policy following the announcement of the Offer 
from 21st Century Fox in December 2016, and will present the current policy 
for approval at the 2017 AGM. As the Offer process is continuing longer than 
anticipated we will be re-engaging with our shareholders and should the 
Offer not proceed we will present a new policy for approval at the 2018 
AGM. I set out the rationale for this decision below.

Context and Business Performance
The Committee believes that the current remuneration structure has 
served the business well and has contributed to sustained long-term 
business performance. Over the past five years revenue has increased  
by 29% and our shareholders have seen Earnings Per Share and dividends 
growth of 25% and 32% respectively.

This has been a year of robust performance against our key drivers  
of performance:

• Revenue grew by £1 billion, the highest level in the Company’s history,  
to £12,916 million, up 10% or 5% excluding the benefit of currency.1  
This is sector-leading and the fifth consecutive year of growth at  
or above 5%. Achievement was slightly below stretch target due  
to headwinds in the UK advertising market and post-Brexit pressure  
on the consumer environment

• Added almost 700,000 new customers, increasing total customer  
base to 22.5 million

• 2.7 million new paid-for products, taking our total base to almost 
60 million

• Operating profit of £1,483 million1, ahead of stretch target and including 
the uplift in Premier League rights costs, biennial Ryder Cup costs and 
the costs of launching Sky Mobile in the UK

• Operating cash flow of £1,221 million1, ahead of stretch target due  
to working capital improvements across the Group1 

• EPS of 62.1p1 with a growth rate of 6.2% per annum over the past  
three years

Directors’ remuneration report

This has also been a strong year of delivery on our growth strategy,  
with continued good progress against our priorities, expansion into new  
markets with the successful launch of Sky Mobile in the UK, and the roll  
out across our European businesses of our NOW TV, Sky AdSmart and  
Sky Store platforms. 

We strengthened our content offering with new Sky Originals, entered a 
major co-production agreement with HBO, launched key channels including 
Sky 1 in Germany, and secured renewals with partner channels and exclusive 
rights to UEFA Champions League matches in Germany and Italy. We also 
launched Sky+ Pro in Germany, voice search and UHD for Sky Q in the UK, 
and introduced a new Digital Service for customers, centred on the My Sky 
App, also in the UK. 

Finally we have successfully completed the integration of the three Sky 
businesses and achieved our £200 million synergy run-rate target six 
months early.

Taken together it has been a period of significant progress and 
achievement. 

Pay for performance outcomes
The fundamentals of our existing remuneration policy remain sound  
and continue to serve our executive directors, senior managers and 
shareholders well during this period, as they have done over the past  
eight years. There is a clear focus on linking pay outcomes directly to  
the achievement of the stretching performance targets which are  
the key drivers of our performance.

The existing policy has helped to deliver strong returns for our shareholders. 
Over the past eight years cumulative Total Shareholder Return (TSR) growth 
was 185% compared to 127% for the FTSE 100. This is a vesting year for  
our Long Term Incentive Plan and the Co-Investment Plan, and over the 
performance period 2014–2017 we have seen TSR of 20.2% versus the FTSE 
100 at 19.4%. EPS growth of 6.2% per annum over this period is just slightly 
below the stretch target set for both the LTIP and Co-Investment Plan.

Taking account of this strong performance overall the Committee agreed 
the following pay outcomes:

• Base salaries for the Group CEO and Group COO & CFO were increased  
by 2.5% on 1 July 2017, which is in line with increases for our employees.

• In total, the business achieved 95% of its operational stretch targets. 
However the Committee used its discretion to pay the Executive 
Directors and other senior leaders no more than 93% of the maximum  
for their annual bonus for 2017.

• Matching shares under the 2014 Co-Investment Plan vested at 1.3 times 
out of a maximum opportunity of 1.5, or 87%.

• The Long Term Incentive Plan awards granted in 2014 and 2015 for the 
performance period 2014–2017 vested at 100% due to outperformance 
on revenue growth and operating cash flow over the period. Awards 
only vest every two years, with the previous vesting in 2015. Total 
remuneration should therefore be considered as a two-year cycle, 
rather than comparing year on year.

Annual statement from the Chairman 2017

1 This is an adjusted measure and a reconciliation between statutory and adjusted 
measures can be found on page 141. Performance is measured on an adjusted basis, 
using methodology agreed by the Remuneration Committee, which may differ from  
the adjusted measures presented elsewhere in this report. This is consistent with  
the relevant metrics throughout the Remuneration report. 
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Impact of the 21st Century Fox Offer
1. Remuneration Policy Review
In my 2016 statement I committed to undertaking a thorough review of  
our remuneration policy prior to seeking approval for a new policy at our 
2017 AGM. The review progressed through the first half of the year and  
I was pleased to be able to meet with a number of our major shareholders 
to understand their views directly. 

The 21st Century Fox Offer was announced to shareholders in December 
2016 and the Committee decided that, in light of this, the pragmatic 
approach was to pause the policy review until the outcome became clear. 
I wrote to our key shareholders to explain that if the Offer were still in 
progress at the time of the 2017 AGM we would present the existing 
Remuneration Policy for re-approval, and should the Offer be withdrawn  
or lapse in sufficient time prior to the 2018 AGM, we would re-engage  
with our shareholders and submit a new policy for approval at that time. 
This approach has enabled us to provide a degree of certainty to our 
executive directors during this period and ensure that they remain  
focused on the business.

The policy set out in the following pages is therefore unchanged from  
that approved by shareholders at the 2014 AGM. 

2. Share awards due to vest in July 2017
The Committee reviewed the impact of the Offer on the existing 
remuneration structure. It concluded that the relative TSR performance 
measure which applies to 30% of the LTIP award due to vest in July 2017 
would no longer be a fair measure of the Company’s performance, due  
to the distortive impact of the Offer on the share price. The TSR measure  
was therefore removed and vesting of the awards was based solely  
on the operational metrics of revenue growth, operating cash flow  
and average EPS growth. 

The Committee considered that these metrics were no more difficult nor 
easy to satisfy than the TSR conditions were intended to be in the absence 
of the Offer, and are the most appropriate to ensure that management 
remains focused on the key operational metrics which continue to drive  
the business. 

3. Ongoing Share awards
In light of the ongoing Offer the Committee agreed to continue with the 
scheduled Year 2 award of the 2016-19 Long Term Incentive Plan and the 
2017–2020 Co-Investment Plan awards that would normally be due at the 
end of July and in August. These awards will vest either at the end of their 
normal performance period, or will be subject to early vesting conditions 
should the Offer complete.

Other decisions made during the year
The Committee reviewed its policy on disclosure of performance targets. 
It remains of the opinion that early disclosure of targets within two years  
of the end of the performance period would be commercially sensitive  
given the highly competitive nature of the market in which the Company 
operates. To this end, targets are disclosed on page 66 for the 2015 annual 
bonus and the LTIP vesting for that year.

Activity in the coming year
The activity for the coming year will be shaped by the outcome of the  
21st Century Fox Offer. Should the Offer be withdrawn or lapse in sufficient 
time prior to the 2018 AGM, the Committee will complete its review of the 
remuneration policy and will seek the views of our major shareholders  
prior to putting the new policy to a shareholder vote at the 2018 AGM.

Tracy Clarke
Committee Chairman
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Strong alignment with 
shareholders is critical

Over the last eight financial years, Sky has outperformed 
the FTSE 100 by 35%. Dividends increased by 90% 
2009-16. Under the terms of the 21st Century Fox Offer, 
the Company has agreed with 21st Century Fox that it will 
not pay any dividends during the calendar year 2017.

Shareholding guidelines exceeded by 
CEO and COO & CFO

£281

£232
Sky
FTSE 100

Share  
ownership
Shareholding 
guidelines

TSR against major indices % of base salary

Sky’s dividend

CEO

660%

COO & CFO

262%
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300%

200%

Our performance at a glance The Committee follows a policy of maintaining lower levels of fixed pay relative to the market.  
The structure of a high ratio of variable to fixed pay continues to provide a strong link between  
pay and performance and delivers strong returns for our shareholders.

Performance against our key 
measures has been strong

We are firm advocates of ‘pay for performance’ and these measures have been carefully chosen  
to align executive and shareholder interests. The 2017 LTIP vesting is based on operational  
performance and excluded relative TSR due to the impact of the Offer on Sky’s share price.

Measures Performance

2017 Annual  
bonus

Revenue growth +4.9% Slightly below stretch target Annual bonus achievement 95%, 
payout of 93% of maximum

Operating profit £1,483m1 Outperformance vs stretch target

Operating cash flow £1,221m1 Outperformance vs stretch target

2014–17 Co-Investment 
Plan

EPS growth 6.2%p.a. Slightly below stretch target 87% vesting of CIP award

2014-17 Executive 
Long Term Incentive 
Plan

Over the three-year performance period the accumulated points for all three performance measues 
exceeded the total required for maximum vesting. Further details may be found on page 61

Revenue growth 108% Outperformance vs stretch target 100% vesting of LTIP award

Operating cash flow 111% Outperformance vs stretch target

EPS growth 6.2% p.a. Slightly below stretch target

Our financial performance is measured on an ‘adjusted’ basis, as reported externally, in order to capture underlying performance. TSR performance has been removed from the LTIP measurement criteria due to 
the 21st Century Fox Offer. See page 51 for further details. 

Our policy is to pay lower fixed 
pay with high variable pay

We believe that this system offers the fairest outcome for both our executives and our shareholders.  
2017 was a vesting year for the LTIP, so total remuneration is higher this year than in 2016

GROUP CEO

2017 7% 12% 9% 72% Fixed 7% / Variable 93%

1.2 2.0 1.4 11.7 £16.3m

2016 26% 44% 30% Fixed 26% / Variable 74%

1.2 2.0 1.4 £4.6m

£0.0m £2.0m £4.0m £6.0m £8.0m £10.0m £12.0m £14.0m £16.0m £18.0m £20.0m

GROUP COO & CFO

2017   9% 10% 7% 74% Fixed 9% / Variable 91%

0.8 0.9 0.7 6.8 £9.2m

2016   32% 41% 27% Fixed 32% / Variable 68%

0.8 0.9 0.6 £2.3m

£0.0m £2.0m £4.0m £6.0m £8.0m £10.0m £12.0m £14.0m £16.0m £18.0m £20.0m

The charts show the single figure remuneration for 2016 and 2017. See page 64 for further details.

Fixed pay
Annual bonus
CIP
LTIP

* Average annual 
remuneration 
over 2 years = 
£10.4m

Fixed pay
Annual bonus
CIP
LTIP

* Average annual 
remuneration 
over 2 years = 
£5.7m

2009

17.60p

2010

19.40p

2011

23.28p

2012

25.40p

2014

32.00p

2013

30.00p

2015

32.80p

2016

33.50p

2017

1 This is an adjusted measure and a reconciliation between statutory and adjusted measures can be found on page 141.
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This section describes the Directors’ Remuneration Policy which shareholders will be asked to approve at the 2017 AGM. The Committee intends that this 
policy will take effect from that date. Should the 21st Century Fox Offer be withdrawn or lapse in sufficient time prior to the 2018 AGM the Committee 
intends that the Policy will be effective until the 2018 AGM, at which point a new Policy will be proposed for shareholder approval. 

Remuneration Principles
Five key principles underpin the remuneration policy for our Executive Directors:

• Our approach to executive pay is aligned to the interests of our shareholders.

• We reward our people fairly and competitively to attract, motivate and retain the skills we need to deliver significant growth.

• The level of base pay is decided in the same way as for all employees, based on individual performance and experience, the size and scope of the role 
and taking account of total remuneration.

• The majority of executive pay is tied to the achievement of stretching performance goals linked to the strategic priorities for the business. Executive 
Directors will be well rewarded only if they meet or exceed the maximum performance standards set and achieve stretching levels of performance.

• We take care to ensure that remuneration does not inadvertently encourage inappropriate risk taking.

Our principles set the foundation for our remuneration policy and ensure that decisions made by the Committee are consistent and appropriate in the 
context of business priorities, shareholder interests and employee pay. 

Summary of the Executive Directors’ Remuneration Policy
The table below shows how our remuneration policy links to our business strategy and its terms of operation. 

Purpose and link to strategy Operation Maximum opportunity Performance link

Base salary Attracts and retains 
Executive Directors taking 
account of personal 
contribution and size  
of role.

Reviewed annually, typically with effect 
from 1 July.

Salary is set relatively low versus the 
peer group of companies of similar 
market capitalisation to the Company.

The Committee looks at pay practices 
in selected international media 
companies.

Decisions on salary also take into 
account the performance and 
experience of the individual, changes  
in the size and scope of the role,  
and the level of salary awards  
across the business.

Any increase will be in line with 
those provided to employees 
within the Company.

Higher increases may be made  
as a result of a change in role  
or responsibility or other 
performance-based 
circumstance.

This is in line with our policy  
for all employees.

Individual and business 
performance is taken into 
account when reviewing 
salaries.

Pension Provides opportunity for 
longer-term saving and/or 
retirement provision.

Executive Directors may receive 
employer contributions into the Sky 
Pension Scheme, a cash supplement  
in lieu of pension, or a combination 
thereof.

All payments are made as a percentage 
of base salary.

Employer contributions to the 
pension scheme or an equivalent 
cash supplement are capped at 
around 16% of base salary. 

N/A

Directors’ remuneration report
Our remuneration policy

Due to the 21st Century Fox Offer the proposed Remuneration Policy is presented with no material changes from the version that was approved by 
shareholders at the 2014 AGM.

53Annual Report 2017



Purpose and link to strategy Operation Maximum opportunity Performance link

Other 
benefits

Provides Executive 
Directors with a range of 
core and fringe benefits as 
part of a competitive total 
remuneration package. 

Executive Directors are entitled to a 
range of benefits including, but not 
limited to, private medical insurance, 
life assurance, ill health income 
protection, paid holiday, sick pay, Sky 
subscription package, company car 
allowance and use of a company car 
generally for business travel purposes.

The Committee may make minor 
changes to benefits, or include other 
benefits that are deemed appropriate 
from time to time.

Relocation allowances and benefits 
may be provided where needed to 
assist with the relocation or 
international transfer of an Executive 
Director and their dependents.

Benefits provided to Executive 
Directors are broadly in line with 
those offered to all employees. 
Where exceptions are made, the 
Committee ensures that 
benefits offered are in line with 
market practice for similar roles 
in similar organisations.

N/A

Annual 
bonus

Drives and rewards the 
delivery of stretching 
annual performance  
goals aligned with the 
Company’s overall 
business strategy.

Performance measures and weightings 
are reviewed at the start of each year 
to take account of current business 
plans. Stretching performance targets 
are set annually.

Performance against targets is 
monitored quarterly and determined 
annually based on assessment of 
performance versus each target.

Payment is made only once annual 
results have been audited.

In exceptional circumstances the 
Committee will use its judgement to 
adjust bonus outcomes up or down  
to ensure alignment of pay with 
performance and with shareholder 
interests, within the policy maximum.

Awards are subject to clawback for  
a period of two years after payment  
in cases of gross misconduct and 
misstatement of results.

The maximum bonus 
opportunity is 200% of base 
salary, and is payable for  
the achievement of stretch 
objectives.

The minimum payment is zero. 

The Committee believes the 
concept of threshold, target and 
maximum compromises our drive 
for growth so we set one clear 
and ambitious stretch target  
for each performance measure 
every year. The achievement  
of stretch goals will result in  
a payout at maximum or 
near-maximum. The Committee 
exercises its judgement on  
the level of bonus payable for 
outcomes short of maximum.

Performance is assessed 
against a combination of 
operational and financial 
objectives which are 
determined at the start  
of the year.

The weighting of the 
measures is determined  
at the start of each year.  
Each measure will have a 
maximum weighting of 40%. 

Further details are disclosed 
in the notes to the policy 
table and the Annual 
Remuneration 
Implementation Report  
on page 60.

Co-
Investment 
Plan (CIP)

Encourages personal 
investment and 
shareholder alignment; 
rewards long-term focus 
and performance 
achievement.

Executive Directors may invest up  
to half of their earned annual bonus  
in the Company’s shares.

These investment shares are matched 
on a gross basis and vest based on 
performance over a three-year period. 
Shares are matched by up to 1.5 shares 
for every 1 share invested in line with 
performance.

Once vested, participants may exercise 
the awards during a five-year period.

Matching share awards are subject to 
clawback for a period of two years after 
vesting in cases of gross misconduct 
and misstatement of results.

Participation in the plan is voluntary.

The maximum annual award is 
150% of base salary.

No matching awards are capable 
of vesting if performance is 
below threshold; a 1 for 1 match 
may vest when the minimum of 
the range is met and all the 
shares vest (or 1.5 shares for 
every share invested) when the 
maximum of the range is met.

The performance measure to 
determine the vesting of the 
shares is chosen each year 
and is typically a financial 
measure such as EPS growth.

Further details on the 
performance criteria for 
threshold and maximum 
vesting are disclosed in  
the Annual Remuneration 
Implementation Report  
on page 60.

Directors’ remuneration report –  
Our remuneration policy – continued
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Purpose and link to strategy Operation Maximum opportunity Performance link

Long Term 
Incentive 
Plan (LTIP)

Rewards longer-term  
value creation and aligns 
Executive Directors’ 
interests with those  
of shareholders.

Awards are made annually, under the 
terms of the scheme rules, based on 
number of shares. This de-links the 
award from increasing automatically  
with salary adjustments. 

Vesting of awards is based on 
stretching performance over a 
three-year period. Awards are made  
in Year 1 and Year 2 with vesting  
of both awards at the end of Year 3. 
This means that vesting of awards 
occurs every other year, with zero 
vesting in between.

Once vested, participants may exercise 
the awards during a five-year period.

In instances of gross misconduct  
all unvested LTIP awards lapse 
immediately. 

Awards are also subject to clawback  
for a period of two years after vesting 
in cases of gross misconduct and 
misstatement of results.

The Committee may use its discretion 
after having taken independent advice 
to withhold or vary downwards any 
unvested awards typically in the  
event of: 

• the material restatement  
of the Company’s audited results; or

• actions attributable to participants 
resulting in material reputational 
damage to the business

The Committee will determine how  
to apply this sanction on a case-by-
case basis.

The Committee reviews the 
number of shares to be granted 
annually. A typical award for the 
Group CEO is 600,000 shares  
in any 12-month period.

The maximum award level is 
900,000 shares in any 12-month 
period. Such awards will only  
be made in exceptional 
circumstances. 

100% of the shares vest when 
the performance criteria are  
met in full. If the minimum of  
the range is met each year  
for all measures, 26% of the 
shares vest.

Performance measures are 
typically a mix of operational 
measures and relative TSR.

Operational measures used  
in the past have included EPS, 
operating cash flow and 
revenue growth.

The weighting of the measures 
may vary but is typically 70% 
operational measures and  
30% relative TSR.

Following the announcement  
of the 21st Century Fox Offer, 
the Committee removed relative 
TSR as a performance measure 
for awards due to vest on  
27 July 2017. 

Around 690 employees are eligible for awards under the Long Term Incentive Plan. A smaller number of employees (around 130) are also invited to 
participate in the Co-Investment Plan. All employees are eligible to receive a comprehensive benefits package and the majority are eligible to receive  
either a monthly or quarterly cash incentive or an annual bonus. 
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Shareholder alignment
The Committee considers shareholders’ views as they are received during 
the year, at the AGM, through shareholder meetings and through 
correspondence. We engaged with our major shareholders to solicit their 
views as part of the review of our current remuneration policy. Following the 
announcement of the 21st Century Fox Offer we informed shareholders of 
our intention to put the review on hold until the outcome of the Offer was 
known. If the Offer does not complete prior to the 2017 AGM we will put 
forward the current policy for renewal, with a firm commitment to complete 
the review process should the Offer fail to complete. A new policy would  
be put forward for approval at the 2018 AGM should the Offer be withdrawn 
or lapse in sufficient time prior to the 2018 AGM. 

We continue to welcome feedback from our shareholders at any time. 

The context for setting executive remuneration policy
The principles underlying our existing executive remuneration policy are 
aligned to those that underpin reward for our employees as a whole which 
aim to attract, motivate and retain people by offering a market-competitive 
total remuneration package. The Committee takes into consideration the 
pay and conditions of all employees when determining the remuneration for 
the Executive Directors. It does not consult with employees in this process.

Our performance measures and how they operate
Executive pay remains firmly tied to the achievement of stretching 
performance goals linked to business strategy. The measures we use are 
based on specific areas that drive growth and returns to shareholders.  
We believe the concept of a threshold, target and maximum formula would 
compromise our drive for growth so we set one clear and ambitious stretch 
target for each performance measure every year. 

Annual bonus
The performance measures for the annual bonus are determined by the 
committee based on the business priorities for the year. They are typically a 
mix of operational and financial performance measures. The measures are 
usually a combination of operating profit, operating cash flow, and revenue 
growth. They are all key indicators of the underlying performance of the 
business. Each year stretch objectives are set in the light of the Company’s 
annual business plan and the operating environment. 

Co-Investment Plan and Long Term Incentive Plan
Performance measures for the LTIP and CIP are reviewed annually to ensure 
alignment with the Company’s strategy and shareholders’ interests.  
The CIP measure is typically compound EPS growth in excess of RPI  
over the performance period, which ensures close alignment with our 
shareholders’ interests. Performance required for threshold and maximum 
vesting are described in the Annual Remuneration Implementation  
Report on pages 60 to 63.

The LTIP measures are typically a mix of operational measures and relative 
TSR performance, with a 70/30 split. The operational measures are usually 
EPS growth, operating cash flow and revenue growth. As the conversion of 
profit to cash flow is a key indicator of the underlying performance of the 
business it is used as a measure in both the annual bonus and the LTIP.

Following the announcement of the 21st Century Fox Offer the Committee 
removed the relative TSR performance metric from awards due to vest in 
July 2017 on the basis that TSR would no longer be a fair measure of the 
Company’s performance due to the distortive impact of the Offer on the 
share price. Further details may be found in the implementation report  
on page 61.

Our LTIP vesting cycle is atypical and has served the business and 
shareholders well since it was introduced in 2005. Vesting occurs only every 
other year and as a consequence the amount of remuneration delivered to 
Executive Directors will spike every other year. This approach encourages 

focus on the longer term. The performance ranges for each measure are 
reviewed annually in the light of the Company’s three-year plan, brokers’ 
forecasts and historical performance. Performance at the top end of the 
range is stretching.

Pay scenario analysis 
The charts below provide an estimate of the awards that could be received 
by our Executive Directors under the remuneration policy for 2017/18 
showing:

• Minimum: base salary as at 1 July 2017, plus pension and benefits  
as per the table on page 64 (fixed pay)

• Maximum: fixed pay plus maximum awards for annual bonus (200%  
of base salary for the Group CEO and 150% for the Group COO & CFO), 
Co-Investment Plan (maximum deferral of 50% of the annual bonus into 
investment shares and full vesting of 1.5x matching shares) and Long 
Term Incentive Plan (600,000 shares for the Group CEO and 350,000 
shares for the Group COO & CFO)

The Committee sets one clear and ambitious stretch target for each 
performance measure. If stretch targets are met then 100% of maximum for 
the bonus is paid and the shares awarded under the LTIP and CIP will vest in 
full. There is no additional payment for achievement over the stretch goals. 

Awards under the LTIP are made annually but vesting occurs only every two 
years. The impact of this vesting cycle on actual realised pay is shown in the 
eight-year single figure remuneration table for the Group CEO on page 65.

Jeremy Darroch, Group CEO

£m

Long Term Incentive Plan
Co-Investment Plan
Annual Bonus
Fixed Pay

Maximum £10.9m11%

Minimum

20% 15% 54%

0.0 1.0 2.0 3.0 4.0 7.06.0 8.0 9.0 10.0 11.05.0

100% £1.24m

Andrew Griffith, Group COO & CFO

£m

Long Term Incentive Plan
Co-Investment Plan
Annual Bonus
Fixed Pay

Maximum £6.0m

£0.8m

13%

Minimum 100%

17% 13% 57%

0.0 1.0 2.0 3.0 4.0 7.06.0 8.0 9.0 10.0 11.05.0

Scenarios are modelled assuming a share price of £9.83 which is the 
average share price over the period 1 April to 30 June 2017 with no 
allowance for share price appreciation.

Other share schemes 
Management Long Term Incentive Plan (MLTIP)
The Company also operates a MLTIP for selected employees excluding the 
Executive Directors and senior executives who participate in the LTIP. 
Awards under this scheme are made at the discretion of the Group CEO, 
within the parameters agreed by the Committee. The MLTIP mirrors the LTIP 
in design in order to ensure alignment between participants in either plan. 

Directors’ remuneration report –  
Our remuneration policy – continued
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Sharesave Scheme
The Sharesave Scheme is open to our employees in UK, Ireland, Austria, 
Germany and Italy and encourages them to make a long-term investment  
in the Company’s shares in a tax efficient way where possible under local 
legislation. The current legislation provides for employees to save up to 
£500 per month. Currently the limit for Sky employees in the UK is £250 per 
month although the Company may decide to adjust this amount in future. 
Options are normally exercisable after either three or five years from the 
date of grant. The price at which options are offered is not less than 80%  
of the middle-market price on the dealing day immediately preceding the 
date of invitation or the average of the three days preceding the date of 
invitation. It is the policy of the Company to invite employees to participate 
in the scheme following the announcement of the year end results. 
Currently, approximately 12,200 employees participate in these schemes. 

Under the terms of the 21st Century Fox Offer all existing schemes would 
cease on the date on which the Offer completes and employees would be 
able to exercise their options over the following six months. Employees 
would also receive a taxable cash payment equivalent to the loss in the  
gain they could have made had the scheme run through its normal course. 

Shareholding guidelines and share ownership
The Committee recognises the importance of aligning Executive Directors’ 
and shareholders interests through executives building up a significant 
shareholding in the Company. The shareholding requirements are 3x base 
salary for the Group CEO and 2x base salary for the Group COO & CFO.  
New Executive Directors are required to build up their shareholding to  
the required levels within five years. There are no shareholding guidelines 
for Independent Non-Executive Directors but they are able to participate  
in a monthly share purchase plan. See page 67 for further details on 
Directors’ interests.

How the Remuneration Committee exercises discretion 
The Committee retains discretion relating to annual bonus, LTIP and CIP  
in line with their rules and according to the remuneration policy.

These include but are not limited to:

• Timing of a grant of an award/payment

• Size of an award/bonus payment up to the maximums indicated  
in the policy table

• Determination of vesting and the application of clawback for the annual 
bonus, CIP and LTIP, and malus for the bonus and LTIP

• Dealing with a change of control

• Determination of treatment of leavers based on the rules of the  
plan and the leaver policy

• Annual review of performance measures and weighting and targets  
of the plan from year to year

Any use of discretion within the policy framework will be explained in the 
Annual Remuneration Implementation Report. There may be exceptional 
circumstances under which the Committee may use discretion or 
judgement in the interests of the business and shareholders. These 
exceptional circumstances may be the subject of discussion with the 
Company’s major shareholders.

Remuneration on recruitment or appointment to the Board 
It is expected that the remuneration package for a new Executive Director 
will be agreed in line with the approved remuneration policy at the time  
of appointment. The Committee would seek approval from its major 
shareholders if it felt it necessary to pay more to attract the best 
candidate. The last time an executive appointment was made, the 
Committee approved a total remuneration package lower than the  
previous incumbent.

Typically base salary on appointment will take into account individual 
experience, the size and scope of the role, total remuneration and relevant 
market pay levels. Where the initial base salary is set below competitive 
levels, for example to account for someone who may be newly promoted  
to the Board, the Committee will realign salary in the years following 
appointment, assuming the required level of personal performance  
is met. The Committee will disclose its intention to do this at the time  
of appointment. 

Other elements of remuneration will be set in line with our policy unless 
specific circumstances dictate otherwise. For example, it may be necessary 
to use different performance measures initially for the annual bonus taking 
into account the time of joining in the financial year and responsibilities  
of the individual. 

The Committee may offer one-off cash and/or share-based elements in 
addition to the standard remuneration package. These will only be offered 
where it considers these to be imperative to attracting the best external 
candidate in order to compensate for elements of pay such as forfeited 
bonus entitlements and/or unvested long-term incentive awards from  
an existing employer. Any buy-out of unvested share awards would aim  
to match as far as possible the vesting terms and the expected value  
of the awards being bought out. This provision may also include payment 
for any benefits in kind, pensions and other allowances previously provided 
to the individual. 

The Committee may also provide appropriate levels of relocation assistance 
and payments to external or internal appointees who are required to 
relocate either within, or to, the UK on taking up the role.

Where an internal candidate is promoted to the Board, any outstanding 
variable pay award or benefits provided in relation to the previous role may 
be paid or delivered according to the rules of the plan and may be adjusted 
to take into account the new role. The Committee may also make an LTIP 
award on appointment outside the annual cycle, under existing shareholder 
approved plans. The value of such an award will not exceed our normal 
policy maximum. 

The remuneration arrangements for any newly appointed Executive 
Director will be disclosed in line with our regulatory obligations.

Key terms of new and existing service contracts
The Committee’s policy for the Executive Directors’ service contracts  
is provided below. 

Notice 
period

Up to one year’s notice for either party and a one year 
non-compete provision. The Company may require the 
individual to continue to fulfil current duties or may assign 
garden leave.

Payment in 
lieu of 
notice

One year’s salary plus an amount equal to the benefits 
and a pro-rata bonus for the period up to the termination 
date. No bonus is payable for the duration of the notice 
period unless that period is worked. 

Jeremy Darroch’s initial service contract on appointment as CFO 
commenced on 16 August 2004. The contract was revised on 7 December 
2007 when he became CEO. Andrew Griffith’s service contract was revised 
on 7 April 2008 when he was appointed CFO. Copies of the Executive 
Directors’ service contracts are available for inspection during normal 
business hours at the Company’s registered office on any business day  
and will be available at the place where the AGM is held from 15 minutes 
prior to, and during the meeting. 
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Non-Executive Directors have letters of appointment in place and are subject to annual reappointment at the AGM. These letters provide that no 
compensation is payable on termination other than accrued fees and expenses. The dates of these letters of appointment are detailed below:

Date of Letter of Appointment
Chase Carey 30 January 2013
Tracy Clarke 11 June 2012
Martin Gilbert 29 November 2011
Adine Grate 17 July 2013
James Murdoch 7 December 2007
John Nallen 4 November 2015
Matthieu Pigasse 29 November 2011
Andy Sukawaty 1 June 2013
Katrin Wehr-Seiter 13 October 2016

Payments on termination and loss of office
The Company’s termination policy is shaped by the key principles that:

• contractual terms will be adhered to; and 

• the circumstances of the termination will be taken into account.

Executive Directors’ service contracts continue until the agreed retirement date or other date as the Company may agree and are terminable on no more 
than one year’s notice. 

The Company may terminate an Executive Director’s service contract by way of payment in lieu of notice, by continuing employment for the duration of the 
notice period, and/or by assigning a period of garden leave. The current Executive Directors’ service contracts also contain a non-compete provision of one 
year from the date of termination of the agreement. 

Termination ‘for cause’ and ‘without cause’: treatment of salary, bonus and benefits
In the event of termination ‘for cause’, salary and benefits would be payable only up to the date of termination. No bonus would be payable. In the event  
of termination ‘without cause’ the Executive Director would receive one year’s salary, an amount equal to the value of the benefits he would have been 
eligible to receive for one year, and a pro-rated bonus for the period from the start of the financial year up to the date of termination. No bonus would  
be payable for the year’s notice period.

Treatment of share plans on termination
Executive Directors’ entitlements to remuneration under the shareholder-approved share plans upon termination are summarised in the table below:

Plan Reasons such as death, redundancy, retirement, ill health, injury and 
disability, employing company ceasing to be part of the Group or any 
other reason at the discretion of the Committee*

Other leaver reasons such as resignation*

LTIP LTIP awards will not normally be exercisable until the normal  
vesting date, subject to the performance conditions being  
met. Award vesting will be pro-rated according to the portion  
of the performance period served unless the Committee  
determines otherwise.

Awards may be exercised early in certain circumstances for example, 
in the event of death or a takeover, or change in control.

All unvested shares will usually lapse on the date of leaving.  
However, the Committee has the discretion under the plan  
rules to determine whether a proportion of the shares may  
vest having taken into account any exceptional circumstances.

CIP Any investment shares held on behalf of the participant may  
be sold. Any matching awards held under the CIP will vest  
on the same terms as outlined above in relation to the LTIP.

Investment shares may be sold. Any matching award will be forfeited. 
However, the Committee has the discretion to determine whether a 
proportion of the matching award may vest having taken into 
account any exceptional circumstances.

Sharesave Options may become exercisable within 6 months, alternatively the 
participant may choose to withdraw savings. 

Options will lapse and the participant may only withdraw savings 
accrued under the savings contract.

* The share plan rules do not refer to ‘for cause’ or ‘without cause’. Termination ‘for cause’ would normally be dealt with under ‘Other leaver reasons’. Termination ‘without cause’ would 
be dealt with as any other reason at the discretion of the Committee. 

It is the Company’s policy to use its judgement when approving payments to departing Executive Directors within the provision of the plan rules.  
The Committee will take into account factors such as the circumstances and timing of the exit, the performance of the Executive Director while  
in office and the interests of shareholders. 

External appointments 
External appointments for Executive Directors are considered by the Company’s Corporate Governance & Nominations Committee to ensure they would 
not cause a conflict of interest and are then approved by the Chairman on behalf of the Board. It is the Company’s policy that remuneration earned from 
such appointments may be retained by the individual. 

Jeremy Darroch became a Non-Executive Director of Burberry Group plc in February 2014, and serves as Chairman of their Audit Committee, a member  
of the Nomination Committee and as Senior Independent Director from 1 July 2017. For the period 1 July 2016 to 30 June 2017, Jeremy earned £112,084  
in this role. 

Andrew Griffith became Senior Independent Non-Executive Director of Just Eat plc in March 2014 and since April 2017 has been serving as Interim 
Chairman. He also Chairs the Audit Committee and is a member of their Remuneration and Nominations Committees. For the period 1 July 2016 to  
30 June 2017, Andrew earned £72,500 in this role. 

Directors’ remuneration report –  
Our remuneration policy – continued
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Remuneration of the Chairman and Non-Executive Directors 
The table below summarises the key components of remuneration for our Chairman and Non-Executive Directors.

Element and purpose Operation

Fees Reflect individual responsibilities and 
membership of Board Committees. Attract 
Non-Executive Directors with the skills and 
experience required to oversee the 
implementation of strategy.

Fees for the Chairman and the Non-Executive Directors are reviewed annually 
having regard to independent advice and surveys.

The Corporate Governance & Nominations Committee determines the  
fees paid to the Chairman, taking into account the complexity of the role and  
the time and commitment required. The Board of Directors determines the  
fees for the Non-Executive Directors.

Additional fees for membership of or chairmanship of a committee,  
or for other responsibilities, are payable in addition to the basic fees.  
Fee levels for 2017 are disclosed in the table on page 68.

Non-Executive Directors can elect to receive a portion of their fees in the 
Company’s shares, which are purchased on a monthly basis. Directors who  
are deemed to be affiliated with 21st Century Fox are not permitted to take  
part in this facility. Non-Executive Directors’ interests are disclosed in the  
table on page 67.

Benefits Additional benefits may be provided for business purposes, eg. provision  
of a car to travel to/from meetings.

Non-Executive Directors are not eligible to join Sky’s pension plan.

Non-Executive Directors are eligible to receive a Sky subscription package.

Bonus and Share 
Plans

Non-Executive Directors are not eligible to participate in any bonus or share 
scheme offered by the Company.

Notice and 
termination 
provisions

Each Non-Executive Director’s appointment is for an initial three-year term.  
In accordance with the UK Corporate Governance Code, all Directors submit 
themselves for annual reappointment.

Non-Executive Directors each have a letter of appointment; these 
appointments may be terminated without notice. Any fees payable would  
be settled at the date of termination. No continuing payment of fees are  
due if a Non-Executive Director is not re-elected by shareholders at the  
Annual General Meeting.

59Annual Report 2017



This section sets out how our remuneration policy was implemented during 
the year ended 30 June 2017 and how it will be implemented for the coming 
year. It also sets out the link between Company performance and Executive 
Directors’ remuneration, the context in which our policy operates, details 
on our Executive Directors’ shareholdings and the general governance  
of Directors’ remuneration. In the event that the 21st Century Fox Offer  
is withdrawn or lapses in sufficient time prior to the 2018 AGM the 
Remuneration Committee will complete its policy review and will submit  
a new policy for shareholder approval at the 2018 AGM. No retention  
awards or any other arrangements have been made for the Executive 
Directors following the 21st Century Fox Offer.

What are our variable pay outcomes for this year?
This has been a year of robust performance against our key drivers of 
performance and is reflected in the outcomes for our variable pay plans  
set out below.

Annual bonus for 2017 performance
The annual bonus drives the achievement of annual financial and 
operational business goals. The plan for 2017 for Executive Directors and 
senior executives was based on three equally weighted measures which 
were identified by the Committee as being key indicators of performance 
driving growth for our business and returns to our shareholders:

• Revenue growth 

• Operating profit

• Operating cash flow

We believe the concept of threshold, target and maximum performance 
would compromise the drive for growth so the Committee sets one clear 
stretch target for each performance measure each year, after careful 
consideration of the business plan and of consensus analyst forecasts. 
Performance is measured on an ‘adjusted’ basis, as reported externally,  
in order to capture underlying performance.

The table below sets out the Committee’s assessment of performance 
versus the three measures for the last performance period. The Committee 
sets stretching targets which must be delivered to achieve the business 
plan and for the Executive Directors to receive the maximum bonus.  
There are no payments above maximum for performance above these 
stretch targets.

The Committee will use its judgement to assess the level of bonus if a 
stretch target is not met, taking into account personal performance,  
the performance of the other measures, the underlying performance  
of the business, and other factors which the Committee considers  
to be material to the results achieved. Payments are earned in direct 
correlation to performance achieved. 

Annual bonus metrics 

Performance  
measure

Weighting Performance Achievement against  
performance measures

Revenue growth 33% +4.9% Slightly below  
stretch target

Operating profit 33% £1,483m Outperformance vs  
stretch target

Operating cash flow 33% £1,221m Outperformance vs  
stretch target

In total the business achieved 95% of its operational stretch targets. 
However the Committee used its discretion to pay the Executive Directors 
93% of maximum, equivalent to 186% of base salary for the Group CEO and 
140% for the Group COO & CFO. 

The Committee believes strongly that early disclosure of specific targets 
would offer a material insight and competitive advantage for our 
competitors and therefore would be to the detriment of our shareholders.

Our commitment remains to make retrospective disclosure when the 
targets are no longer commercially sensitive. We anticipate this to be  
two years after the end of the performance period. 

Vesting of shares under the Co-Investment Plan (CIP) 2014–2017
Under the terms of the CIP offered on 1 September 2014 for the 
performance period 1 July 2014 to 30 June 2017, Executive Directors 
voluntarily deferred 50% of their earned 2014 bonus into investment  
shares which were then matched by the Company up to 1.5 times  
the gross equivalent of their investment.

The table below shows the performance conditions for vesting of the 
matching shares:

EPS growth performance
(annual average growth  
over three-year term)

Match awarded
(number of matching shares  

awarded per investment share*)

Less than RPI +3% 0.0
RPI +3% 1.0
RPI +4% 1.25
RPI +5% 1.5
More than RPI +5% 1.5

Straight-line interpolation between points
* ie. on equivalent gross basis

The average adjusted basic EPS growth rate was 6.2% per year over the 
three-year period. RPI over the same period was 2.0% per year, which 
includes the sharp post-Brexit increase in inflation over the final months of 
the performance period. The Committee agreed that the matching shares 
under the 2014 CIP will vest at 1.3 times on 1 September 2017, which is 87%  
of the maximum. 

Directors’ remuneration report
Annual remuneration implementation report
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Vesting of shares under the Executive Long Term Incentive Plan 2014–2017
The Executive Directors were awarded LTIPs in two tranches for the performance period 1 July 2014 to 30 June 2017, on 25 July 2014 and 29 July 2015 
respectively. The performance conditions for vesting of these awards were originally operational targets comprising 70% of the award and relative  
TSR performance comprising 30% of the award. In light of the 21st Century Fox Offer, the Committee concluded that the TSR performance metric is  
no longer a fair measure of the Company’s performance due to the effective distorting impact of the share price by the Offer, and that it would therefore 
be appropriate to remove TSR and have the awards vest solely based on the operational metrics. The Committee believes that these metrics are no more 
difficult nor easier to achieve than the TSR conditions were intended to be in the absence of the Offer. It also concluded that these metrics would be most 
appropriate to ensure that management remained focused on the key operational metrics that drive the business. The decision applied to all holders of 
LTIPs in the business.

Operational targets
There were three equally weighted operational performance measures, each of which was determined to be a key indicator of Sky’s continued success:

• EPS growth  – measures our ‘bottom line’ performance

• Operating cash flow  – measures our ability to generate and manage cash

• Revenue growth   – key to our growth strategy

Performance is measured on an ‘adjusted’ basis, as reported externally, in order to capture underlying performance. The Committee will make 
retrospective disclosure of the targets for operating cash flow and revenue growth when they are deemed to be no longer commercially sensitive.  
We anticipate this to be two years after the end of the performance period. This means that subject to the outcome of the 21st Century Fox Offer  
we will review disclosure of performance targets in our 2019 implementation report, with a view to publishing unless the Committee believes they  
are still commercially sensitive in the context of the market in which the company operates.

• For EPS, two points are awarded for growth of RPI +3% per year, with the maximum ten points awarded for RPI +5% per year or more.

• For operating cash flow and revenue growth, one point is awarded for 75% achievement of ‘target’ on a sliding scale up to ten points for 105% or more.

• One point equates to 10% of the award vesting, with maximum vesting for 21 points or more, vesting on a straight-line basis between these points. 
There is no additional award for achievement above 21 points.

• If the minimum range is met each year for all measures, 26% of the shares vest.

• The Committee sets a high threshold vesting level in line with our policy of rewarding success not failure. Maximum vesting is not achievable  
if performance is below threshold for any one measure. 

• To earn the minimum of one point on any one of these measures requires the achievement of 75% of target. Missing two targets would represent  
a significant and disproportionate reduction in total compensation.

Annual performance measures are shown in further detail in the table below:

Average EPS growth Operating cash flow Revenue growth

Performance achieved Points awarded
Performance achieved  

(% of target) Points awarded
Performance achieved 

(% of target) Points awarded

RPI +5% p.a. 10 105% or more 10 105% or more 10
RPI +4.5% p.a. 8 100% 8 100% 8
RPI +4% p.a. 6 95% 6 95% 6

RPI +3.5% p.a. 4 90% 4 90% 4
RPI +3% p.a. 2 85% 2 85% 2

Less than RPI +3% p.a. 0 75% 1 75% 1
Less than 75% 0 Less than 75% 0

The committee gave careful consideration to consensus analyst forecasts and the business plan before setting stretching performance targets.  
Actual performance is described as follows:

• Revenue growth: average annual revenue growth over the three-year period was 5.6% p.a.

• Operating cash flow: Average annual operating cash flow over the performance period was £1.3 billion

• EPS growth: actual growth in earnings per share over the three-year period was 6.2% p.a., with average RPI over the period of the scheme of 2.0% p.a. 
Maximum points would have been achieved for average EPS growth of 7.0% p.a.

• Actual points awarded for the period for these measures are: 

Actual points awarded

Average EPS growth Operating cash flow Revenue growth

6.48 9.64 7.23

The total of 23.35 is in excess of the 21 points required for full vesting of the award.
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The table below summarises performance over the three-year period versus the stretch targets

2014–2017 Long Term Incentive Plan performance metrics

Performance  
measure

Weighting Performance Achievement against  
performance measures

Revenue Growth 33% 108%
 Outperformance vs stretch target

Operating Cash 
Flow

33% 111%
 Outperformance vs stretch target

EPS Growth 33% 6.2% p.a.
 Slightly below stretch target

The strong performance for revenue growth and operating cash flow over the three-year performance period was sufficient to offset the slight 
underperformance versus the maximum for EPS growth. The total overall vesting for the LTIP was therefore 100%.

What share-based incentive awards did we make in the year? 

No. of shares 
awarded Grant date

Face value on 
date of grant Performance period Vesting date

Minimum %  
of shares that 

can vest

Maximum %  
of shares that 

can vest

Long Term Incentive Plan
Jeremy Darroch 600,000 29.07.16 £5,520,0001 01.07.16 – 30.06.19 29.07.19 0% 100%

Andrew Griffith 350,000 29.07.16 £3,220,0001 01.07.16 – 30.06.19 29.07.19 0% 100%

Co-Investment Plan
Jeremy Darroch 176,110 31.08.16 £1,521,5902 01.07.16 – 30.06.19 31.08.19 0% 100%
Andrew Griffith 83,159 31.08.16 £718,4942 01.07.16 – 30.06.19 31.08.19 0% 100%

1 Market price at date of LTIP award was £9.20 on 29 July 2016.
2 Market price at date of CIP matching award was £8.64 on 31 August 2016.

Performance conditions for the Long Term Incentive Plan 
Awards made in July 2016 were ‘Year 1’ nil-cost awards. That is, they relate to the three-year performance period beginning on 1 July 2016 and ending on  
30 June 2019. Vesting is subject to the following performance conditions: 

1. Operational targets – 70% of the award
There are three equally weighted operational performance measures, each of which is a key indicator of Sky’s continued success:

• EPS growth

• Operating cash flow

• Revenue growth

Performance is measured on an ‘adjusted’ basis, as reported externally, in order to capture underlying performance. 

The Committee will make retrospective disclosure of the targets for operating cash flow and revenue growth when they are deemed to be no longer 
commercially sensitive. We anticipate this to be two years after the end of the performance period. This means that we will review disclosure of 
performance targets in our 2021 implementation report, with a view to publishing unless the Committee believes they are still commercially sensitive  
in the context of the market in which the company operates.

• For EPS, two points are awarded for growth of RPI +3% per year, with the maximum ten points awarded for RPI +5% per year or more.

• For operating cash flow and revenue growth, one point is awarded for 75% achievement of ‘target’ on a sliding scale up to ten points for 105% or more.

• One point equates to 10% of the award vesting, with maximum vesting for 21 points or more, vesting on a straight-line basis between these points. 
There is no additional award for achievement above 21 points.

• If the minimum range is met each year for all measures, 26% of the shares vest.

• The Committee sets a high threshold vesting level in line with our policy of rewarding success not failure. Maximum vesting is not achievable  
if performance is below threshold for any one measure. 

• To earn the minimum of one point on any one of these measures requires the achievement of 75% of target. Missing two targets would represent  
a significant and disproportionate reduction in total compensation.

Directors’ remuneration report –  
Annual remuneration implementation report – continued
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Annual performance measures are shown in further detail in the table below:

Average EPS growth Operating cash flow Revenue growth

Performance achieved Points awarded
Performance achieved  

(% of target) Points awarded
Performance achieved 

(% of target) Points awarded

RPI +5% p.a. 10 105% or more 10 105% or more 10
RPI +4.5% p.a. 8 100% 8 100% 8
RPI +4% p.a. 6 95% 6 95% 6

RPI +3.5% p.a. 4 90% 4 90% 4
RPI +3% p.a. 2 85% 2 85% 2

Less than RPI +3% p.a. 0 75% 1 75% 1
Less than 75% 0 Less than 75% 0

The top end of the EPS growth range was set for awards in 2016 at RPI +5% p.a. This is equivalent to absolute growth in earnings of 26% over three years  
if RPI is 3% a year. This level of growth in earnings was set at a level which exceeded consensus research analysts’ estimates.

2. Relative TSR performance – 30% of the award
The Company’s TSR performance is measured relative to the TSR of the constituents of the FTSE 100. If the Company’s TSR performance is below median, 
the TSR element of the award lapses in full. For median performance, one-third of the shares subject to the TSR condition may vest, with all of the shares 
vesting for upper quartile performance. Vesting is on a straight-line basis, between these points as shown below.
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TSR calculations are conducted independently by Willis Towers Watson, advisors to the Committee.

Performance conditions for the Co-Investment Plan
CIP awards made in 2016 are subject to the performance conditions set out in the table below.

EPS growth performance
(annual average growth  
over three-year term)

Match awarded
(number of matching shares  

awarded per investment share*)

Less than RPI +3% 0.0
RPI +3% 1.0
RPI +4% 1.25
RPI +5% 1.5
More than RPI +5% 1.5

Straight-line interpolation between points
* ie. on equivalent gross basis
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What did we pay our Executive Directors during the year?
The table below sets out total remuneration received by the Executive Directors for the financial year ended 30 June 2017 and the prior year ended  
30 June 2016. The vesting pattern of awards under the LTIP is biennial; shares vest every other year over a three-year performance period. This means 
that every other year no payment is due as there is no vesting of awards. The following year, assuming performance conditions are met, there will be  
a payment which covers the equivalent of two years vesting. 2017 was a year in which the LTIPs awarded for the performance period 1 July 2014 to  
30 June 2017 vested, so the single figure for 2017 is higher than for 2016, which was a non-vesting year. 

Single Figure for Executive Directors’ Total Remuneration (audited)

Salary1 
Taxable  

Benefits2 Pension3 Bonus4
Fixed Pay  

and Bonus5
Long Term  

Incentive Plan6 Co-Investment Plan7 Total

£ 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017

Jeremy 
Darroch

1,014,293 1,039,650 24,185 22,122 152,191 156,930 2,028,586 1,933,749 3,219,255 3,152,451  n/a 11,796,000 1,400,028 1,394,138 4,619,283 16,342,589

Andrew 
Griffith

638,600 654,565 23,468 24,805 95,483 98,801 957,900 913,118 1,715,451 1,691,289 n/a 6,881,000 638,541 655,392 2,353,992 9,227,681

1 Executive Directors’ salaries were increased on 1 July 2016 by 2.5% for the Group CEO and Group COO & CFO. The average increase for employees at that time was 2.0%, rising to 2.7% 
for those earning less than £31,000 per year, with a range of 2% to 10% for performance, promotions and market adjustments.

2 Taxable benefits include company car or car allowance, healthcare, provision of tax advice and other expenses incurred in the ordinary course of business which are deemed to  
be taxable benefits on the individual. Taxable benefits for Jeremy Darroch for 2016 have been restated to include benefits received in that year for which the cost was not known  
at the time.

3 Pension comprises a cash allowance in lieu of company contributions.
4 Bonus shows the full amount earned shortly after the year end in which the performance measures applied, including amounts deferred through the CIP. The payout for the 2016 

bonus was 200% of base salary for the Group CEO and 150% for the Group COO & CFO. The figures for 2017 are 186% for the Group CEO and 140% for the Group COO & CFO, which  
is 93% of maximum. The Executive Directors deferred 50% of their bonus into shares through the CIP in 2016 and it is anticipated they will do so for 2017.

5 Fixed Pay and Bonus is the total of salary, taxable benefits, pension and bonus for 2016 and 2017.
6 Long Term Incentive Plan shows the market value of the awards that vested immediately following the end of the relevant performance period. No LTIP shares vested for the 

performance period ended 30 June 2016. The figure for 2017 is the estimated value for LTIP shares which vested on 25 July 2017 using the average share price over the period  
1 April 2017 to 30 June 2017 of £9.83. 

7 Co-Investment Plan shows the market value of the matching shares that were exercised on 30 August 2016 with a share price of £8.60. Previously the value of these shares was 
estimated using the average share price over the period 1 April to 30 June 2016 of £9.40. It also shows the estimated value of matching shares that are due to vest on 1 September 
2017, using the average share price over the period 1 April to 30 June 2017 of £9.83.

Percentage change in Group CEO’s remuneration 1 July 2016 to 30 June 2017
The table below shows the percentage change in Group CEO remuneration from 1 July 2016 to 30 June 2017 compared to the average change for all 
employees.

Group CEO % change All employees % change

Base Salary1 2.5% 2.7% employees earning less than £31,000, 2.0% above £31,000
Taxable Benefits -8.5% 0%
Annual Bonus -4.7% -6%
1 Employees were awarded up to 10% for outstanding performance, promotions and market adjustments.

Relative importance of pay spend 
The table below shows total employee costs and dividend payments to shareholders for 2016 and 2017.

2016 
(£m)

2017 
(£m)

Total employee costs1 1,514 1,729
Dividend payments2 564 358
1 Group total including Germany and Italy.
2 Under the terms of the 21st Century Fox Offer, the Company has agreed with 21st Century Fox that it will not pay any dividends during the calendar year 2017.

Directors’ remuneration report –  
Annual remuneration implementation report – continued
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How is the pay of our Group CEO linked to Sky’s performance?
TSR performance
The graph below shows the Company’s TSR for the eight years to 30 June 2017, measured as the value of a £100 holding in ordinary shares at the start of 
the period. The performance is shown relative to the FTSE 100, which represents the broad market index against which the Company’s shares are traded. 

TSR is a measure of the returns that a company has provided for its shareholders, reflecting share price movements and assuming reinvestment of 
dividends. Data is averaged over three months at the end of each financial year.
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Group CEO’s remuneration
The table below provides a summary of the total remuneration for the Group CEO over the past eight years including bonus payout, LTIP and CIP vesting 
levels. The table highlights the unique structure of our remuneration policy, in which vesting of LTIP shares occurs every two years rather than the 
customary 12-month cycle. As our LTIP awards are made as a fixed number, the realised value is purely reflective of delivery against performance measures 
and any share price growth over this period, keeping it aligned to shareholders’ interests.

It should be noted that total remuneration for 2013 includes vesting of the one-off additional LTIP award of 300,000 shares made in 2011 at the time of 
the then possible News Corporation bid. The average annual total remuneration paid to the Group CEO over this eight-year period, excluding this one-off 
award, is £9,574,911.

2010 2011 2012 2013 2014 2015 2016 2017

Single figure of total remuneration 2,678,744 11,133,554 4,550,0371 17,026,9822 4,879,590 17,873,503 4,619,2833 16,342,5894

Annual Bonus payout against maximum opportunity % 100 100 100 97.5 100 100 100 93
LTIP vesting rates against maximum opportunity % n/a 83 n/a 100 n/a 93 n/a 100
CIP vesting rates against maximum opportunity % n/a n/a 100 100 100 100 100 87
1 Includes first year of vesting of CIP introduced in 2010.
2 Includes vesting of the one-off additional LTIP award of 300,000 shares made in 2011 at the time of the then possible News Corporation bid.
3 Includes value of CIP matching shares which were exercised on 30 August 2016 at £8.60, previously reported using the average share price over the period 1 April to 30 June 2016  

of £9.40.
4 Includes valuation of LTIP shares that vested on 25 July 2017, and CIP shares due to vest on 1 September 2017, both using the average share price over the period 1 April to 30 June 2017 

of £9.83.
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Disclosure of Performance Targets for 2015 
The Committee discussed at length its approach to disclosure of performance targets. Its position that early disclosure of targets would be commercially 
detrimental because of the highly competitive nature of the market in which it operates still holds but it considers that performance targets for the 2015 
annual bonus and 2015 LTIP vesting are no longer commercially sensitive.

Annual bonus
In setting the bonus targets the Committee gave careful consideration to the business plan and to the research analyst consensus forecasts at the time. 
The targets and performance (measured on an ‘adjusted’ basis) for the 2015 annual bonus are shown in the table below.

2014/15

Performance Metric Target Performance
Performance vs 

Target

UK and Ireland paid-for Products Growth +2.2m +3.3m 150%
UK and Ireland Operating Profit £1,300m £1,350m 104%
UK and Ireland Operating Cash Flow £1,170m £1,414m 121%

On the basis of this performance the Committee determined that the bonus was paid at 100% of maximum for the Group CEO and 100% for the Group 
COO & CFO. 

LTIP
The LTIP that vested in 2015 for the 2012-15 performance period was based 70% on three equally weighted operational performance measures of average 
EPS growth, Operating Cash Flow and Revenue Growth (measured on an ‘adjusted’ basis). 30% of the award was based on relative TSR performance versus 
the FTSE 100. The operation of the Plan and the award payout table was the same as for the 2016-19 plan set out on pages 62 to 63. The targets and 
actual performance for Operating Cash Flow and Revenue Growth were as follows: 

UK and Ireland Operating cash flow UK and Ireland Revenue growth

Target Performance
Performance vs 

Target Points Target Performance
Performance vs 

Target Points

2012-13 £1,275m £1,396m 109% 3.33 +5.0% +6.5% 130% 3.33
2013-14 £1,150m £1,284m 112% 3.33 +5.0% +5.3% 106% 3.33
2014-15 £1,170m £1,414m 121% 3.33 +5.0% +5.4% 108% 3.33
Total 10.00 10.00

The adjusted UK and Ireland basic EPS growth target of 7.3% (RPI + 5%) per annum was exceeded with actual performance at 10% per annum. The total 
points achieved of 30.00 was therefore in excess of the 21 points required for full vesting of this element of the award. 

Relative TSR performance was at 77% and therefore 23% of this element of the award vested. Total vesting overall was therefore 93% of the maximum.

How do we intend to implement the remuneration policy next year? 
In the context of the 21st Century Fox Offer the Committee has determined that the existing remuneration policy will be implemented as follows for the 
year ending 30 June 2018.

Base salary
The average salary increase for our employees, effective 1 July 2017, was 3.0% for those earning less than £31,000, and 2.0% for all other employees,  
with increases up to 10% for outstanding performance, promotions and market adjustments. The Committee decided to make base salary adjustments  
of 2.5% each for the Group CEO and Group COO & CFO, effective 1 July 2017, in line with the parameters for our employees.

Taxable benefits and pension
No changes.

Annual Bonus and Co-Investment Plan
The performance measures for the annual bonus remain unchanged for the coming year, namely revenue growth, operating profit and operating cash flow. 
The Committee believes that these measures provide clear line of sight to the key imperatives for the business.

We expect that both of the Executive Directors will participate in the CIP for this year. The performance conditions for the vesting of shares are as per the 
details set out on page 60. 

Long Term Incentive Plan award
The Committee agreed that Jeremy Darroch would be granted an award of 600,000 shares and Andrew Griffith would be granted an award of 350,000 
shares on 27 July 2017. This is the Year 2 award of the 2016–2019 Plan. These awards will normally vest on 29 July 2019 subject to the performance 
measures being achieved.

The performance conditions for this award are the same as for the 2016 award. 

Should the 21st Century Fox Offer complete before the end of the performance periods for the LTIP and CIP awards, the awards will vest on a cash-settled, 
time-pro-rated basis on the date on which the Offer completes, with no performance conditions attached. If the Offer is withdrawn or lapses the awards 
would vest on the normal vesting date based on the performance conditions, and be settled in shares.

Directors’ remuneration report –  
Annual remuneration implementation report – continued
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Directors’ Share Interests 
As at the end of the financial year, the Group CEO had beneficial ownership of 689,871 shares equivalent to 6.6 x base salary and the Group COO & CFO 
had beneficial ownership of 172,445 shares, equivalent to 2.6 x base salary, using the year end closing share price of £9.94. Both Executive Directors 
currently exceed the shareholding guidelines for Executive Directors as described on page 57. 

Interests in Sky plc shares (audited) 

As at  
30 June 2016

Change during 
the year

As at  
30 June 2017

Executive Directors:
Jeremy Darroch1 628,078 61,793 689,871
Andrew Griffith1 143,267  29,178 172,445
Non-Executive Directors:
Chase Carey2 – – –
Tracy Clarke 3,355 891 4,246
Martin Gilbert 6,346 1,460 7,806
Adine Grate 9,194 20,200 29,394
Dave Lewis 10,326 983 11,3093

James Murdoch2 – – –
John Nallen2 – – –
Matthieu Pigasse 6,417 1,448 7,865
Andy Sukawaty 3,308 1,333 4,641
Katrin Wehr-Seiter – – –
1 Interests in shares include shares purchased under the Co-Investment Plan on 30 August 2016 at a price of £8.64.
2 Non-Executive Directors affiliated to 21st Century Fox are not permitted to participate in the monthly share purchase plan.
3 Shareholding as at 13 October 2016, the date Dave Lewis stepped down from the Board. 

Outstanding share awards: Jeremy Darroch (audited)

Date of award
At 30 June 

2016
Vested 

during year
Exercised 

during year
Lapsed 

during year
At 30 June 

2017

Share price 
at date of 

award

Market 
price on 
exercise

Date from 
which 

exercisable Expiry date

LTIP1,5

25.07.14 600,000 – – – 600,000 £8.74 n/a 25.07.17 25.07.22
29.07.15 600,000 – – – 600,000 £11.32 n/a 25.07.17 25.07.22
29.07.16 – – – – 600,000 £9.20 n/a 29.07.19 29.07.24
CIP Matching2, 3, 4, 5

28.08.13 162,794 – 162,794 – – £8.41 £8.60 28.08.16 28.08.21
01.09.14 163,644 – – – 163,644 £8.82 n/a 01.09.17 01.09.22
28.08.15 141,758 – – – 141,758 £10.42 n/a 28.08.18 28.08.23
31.08.16 – – – – 176,110 £8.64 n/a 31.08.19 31.08.24
Sharesave
30.09.14 2,139 – – – 2,139 £8.82 n/a 01.02.20 31.07.20

Outstanding share awards: Andrew Griffith (audited)

Date of award
At 30 June 

2016
Vested 

during year
Exercised 

during year
Lapsed 

during year
At 30 June 

2017

Share price 
at date of 

award

Market 
price on 
exercise

Date from 
which 

exercisable Expiry date

LTIP1,5

25.07.14 350,000 – – – 350,000 £8.74 n/a 25.07.17 25.07.22
29.07.15 350,000 – – – 350,000 £11.32 n/a 25.07.17 25.07.22
29.07.16 – – – – 350,000 £9.20 n/a 29.07.19 29.07.24
CIP Matching2,3,4,5

28.08.13 74,249 – 74,249 – – £8.41 £8.60 28.08.16 28.08.21
01.09.14 76,930 – – – 76,930 £8.82 n/a 01.09.17 01.09.22
28.08.15 66,938 – – – 66,938 £10.42 n/a 28.08.18 28.08.23
31.08.16 – – – – 83,159 £8.64 n/a 31.08.19 31.08.24
Sharesave
30.09.14 1,271 – – – 1,271 £8.82 n/a 01.02.18 31.07.18
1 Performance conditions relating to LTIP awards made in 2014 and 2015 are disclosed in the 2015 Annual Report. 
2 The 2013 CIP award was exercised and shares subsequently sold on 30 August 2016. The aggregate value received by the Executive Directors on exercise of their 2013 CIP Matching 

Award before tax was £2,038,570.
3 Dividends are payable on shares purchased through the CIP. During the year the Executive Directors received £52,105 (2016: £79,621). Under the terms of the 21st Century Fox Offer, 

the Company has agreed with 21st Century Fox that it will not pay any dividends during the calendar year 2017.
4 Performance conditions relating to CIP Matching Awards can be found on page 60.
5 Following the vesting of awards, participants continuing to be employed by the Company have five years to exercise the award.
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What did we pay our Chairman and Non-Executive Directors during the year? (audited)
The following table sets out the single figure for total remuneration for the Chairman and Non-Executive Directors for the financial year ended  
30 June 2017 and the prior year ended 30 June 2016.

2017 Total
Fees1

2016 Total 
Fees

Chase Carey 64,600 63,000
Tracy Clarke 109,600 108,000
Dave Lewis2 24,078 92,397
Martin Gilbert 114,600 144,827
Adine Grate 109,600 87,821
James Murdoch 400,000 153,231
John Nallen 64,600 41,353
Matthieu Pigasse 84,600 73,615
Andy Sukawaty3 140,074 80,154
Katrin Wehr-Seiter4 56,375 –
1 Basic fees were increased by 2.5% from 1 July 2016. Changes to responsibilities and associated fees are set out in full in the 2015/16 Remuneration Report.
2 Dave Lewis stepped down from the Board on 13 October 2016.
3  Andy Sukawaty had taxable travel expenses of £474 during the year, which has been ‘grossed up’ for tax and included in the total fees.
4 Katrin Wehr-Seiter joined the Board on 13 October 2016. Katrin had taxable travel expenses of £10,078 during the year, which has been ‘grossed up’ for tax and included in the total fees.

Fees for the Chairman and Non-Executive Directors are detailed in the table below:

From 1 July
2017

£

From 1 July  
2016 

£

Chairman (all inclusive fee) 410,000 400,000
Deputy Chairman 30,000 30,000
Board member1 66,215 64,600
Additional responsibilities:
Senior Independent Director 40,000 40,000
Chairman of Committee 25,000 25,000
Member of Committee 10,000 10,000
1 Fees for the Chairman and Non-Executive Directors were increased by 2.5% effective 1 July 2017.

Payments to past Directors and loss of office 
There were no payments made to past Directors and no payments made for loss of office during the financial year. 

Shareholder voting outcomes
The Company is committed to engaging with shareholders and every year engages with major shareholders and institutional investor groups to talk about 
remuneration. This enables the Company to take shareholders’ views fully into account when making decisions about remuneration. At the AGM held on 
13 October 2016, 91.06% of shareholders voted in favour of the Directors’ Report on Remuneration. The Remuneration Policy was last approved at the AGM 
held on 21 November 2014, where 92.97% of shareholders voted in favour.

Resolution Votes For % For Votes Against % Against Total Votes Cast Votes Withheld

 2016 Approval of the Remuneration Report 1,317,690,682 91.06 129,442,366 8.94 1,447,133,048 9,190,163
 2014 Approval of the Remuneration Policy 1,313,682,688 92.97 99,341,288 7.03 1,413,023,976 13,646,452

Directors’ remuneration report –  
Annual remuneration implementation report – continued
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Membership of the Committee
During the year ended 30 June 2017 the Committee chaired by Tracy Clarke met six times. Tracy Clarke, Adine Grate, and Andy Sukawaty are members  
of the Committee. Attendance during the year is shown on page 41. 

Role of the Committee
The role of the Committee is to oversee the remuneration policy so that the Company is able to recruit, retain and motivate its Executives and reward 
their individual contributions in a fair and responsible manner. The Committee reviews the design and structure of employee incentives and is responsible 
for approving the key terms of employment for the Executive Directors or any senior executive who reports directly to the Group CEO. The full terms of 
reference for the Committee are available on the Company’s corporate website. The terms of reference were reviewed during the year as part of the 
normal corporate review process and no material changes were made.

Committee activities during the year 
The table below shows a summary of the key areas discussed by the Committee during the financial year.

July 2016 October 2016 December 2016 January 2017 April 2017 June 2017

Performance outcomes 
for bonus, LTIP and CIP

Review and approve 
performance targets 
for the 2016/17 annual 
bonus and LTIP

Review and approve 
remuneration for 
Executive Directors 
and Senior 
Management

Review and approve 
Directors’ 
Remuneration Report

Update on 
remuneration policy 
review

Update on the reporting 
season

Update on shareholder 
feedback and proxy 
voting service guidance

Review of timetable  
for shareholder 
consultation on 
remuneration policy

Review of Committee 
activities versus the 
Terms of Reference

Review of timetable  
for review of advisors  
to the Committee

Review and approval of 
proposals for the 
operation of employee 
share plans in the 
context of the proposed 
Offer by 21st Century Fox

Review and approval of 
the proposal to remove 
the TSR performance 
metric from awards due 
to vest in July 2017

Shareholder feedback 
on remuneration  
policy review

Implications of  
21st Century Fox Offer 
on the remuneration 
policy review and on 
implementation of the 
remuneration policy

Performance update – 
bonus, LTIP and CIP

Update on the 21st 
Century Fox Offer and 
implications for the 
remuneration policy

Performance 
update – bonus,  
LTIP and CIP

Update on the 21st 
Century Fox Offer 

Update on 
executive and all 
employee salary 
remuneration 
proposals

Review of the  
first draft of the 
Chairman’s 
statement

Advisors to the Committee
Willis Towers Watson acted as independent advisors to the Committee throughout the year. The Committee is satisfied that the advice it receives on 
Executive Directors’ remuneration is independent and objective, and that the advisors do not have connections with Sky that may impair their 
independence. Terms of reference are monitored throughout the appointment. Willis Towers Watson subscribes to the Remuneration Consultants 
Group’s Code of Conduct in relation to executive remuneration. The Code clarifies the scope and conduct of the role of remuneration consultants when 
advising UK listed companies. The fees paid to Willis Towers Watson for their services in relation to directors’ pay totalled £111,955. During the year,  
Willis Towers Watson also provided Sky with advice on pension within its reward strategy, and the operation of its pension and related benefit  
provisions, and also advised on a review of call centre incentives. 

The Group CEO and the Director for People provide information and advice and attend meetings as required. The Committee is also supported by  
the Company Secretary, Finance and Human Resources functions. No individuals are involved in the decision in relation to their own remuneration.

The Remuneration Report was approved by the Board of Directors on 26 July 2017 and signed on its behalf by:

Tracy Clarke
Chairman of Remuneration Committee
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