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Background 

easyJet continues to deliver strong financial performance in challenging economic 

conditions… 

– In the year to 30 September 2011: 

 Total revenue +16.1%, record PBT (reported profit +60.8%, underlying 31.5%) 

 Basic EPS up 84.9%  

 ROCE up 3.9ppt to 12.7% 

 Significant improvements in key operational and customer performance measures 

 Circa £195m returned to shareholders 

 Leading airline in terms of total shareholder return (see Appendix) 

Results driven by strong management team with a firm control of costs, the strength of 

the easyJet network and focus on customers 

For the quarter ending 31 December 2011, strong performance has been maintained 

 Total revenue up 16.7% with revenue per seat up 9.2% 

 Passengers up 8.1% 

 Continued improvements in key operational performance and focus on managing costs  

easyJet is well placed for continued success 

Key element in our success to date, and our anticipated future success, is our executive 

team 
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Remuneration Policy 

Retaining, motivating and rewarding the executive team for the successful delivery of our strategy is 
the primary objective of the Remuneration Committee 

Just to recap, our policy is: 

…appropriate base salary to recruit & retain with below market contractual benefits. 
Remuneration weighted towards variable pay, resulting in a competitive ‘total pay’ for 
‘on target’ performance and superior rewards for ‘exceptional’ performance… 

Our fixed pay is unchanged from FY 2011 to FY 2012 

Base Salary 

Current salary levels are: 

 Chief Executive: £665,000 

 Finance Director: £400,000 

– No increases since the directors’ appointments (July 2010) 

– Salary budget for easyJet for 2012 was 3% 

Pension & Benefits 

Company contributes 7%  

Executives can pay for voluntary benefits  

Service contract limits payments on termination to Base salary and benefits  

Fixed pay is at, or below, comparable median benchmarks with potential for above 
median rewards available through incentive pay – restraint in fixed pay demonstrated 
through no cost of living salary adjustment for FY 2012 
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Annual Bonus 
FY 2011 Annual Bonus Payments 

Just to recap, current maximum bonus potential for FY 2011 was: 

 Chief Executive: 200% of salary 

 Finance Director: 100% of salary 

The performance measures included in the bonus arrangements reflect our KPIs: 

 

 

 

 

 

Robust approach to target setting - bonuses were paid at 63% of the maximum level 
for both directors in the FY 2011 record year 

50% of bonus earned for FY 2011 was voluntary deferred into shares for three years  

The Committee takes a robust approach to target setting and the alignment of 
performance based reward with shareholder value – no bonuses paid for FY 2010 
despite robust performance 

The same bonus structure is to apply in FY 2012  

 

% Increase 

(FY 12 on 

FY11) 

+31.5% 

+6ppts 

0% 

+13ppts 

 N/A 

PBT 

OTP 

Cust Sat 

Cost 

Objectives 
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Long Term Incentives 

Our long-term incentive policy includes annual awards of: 

Performance Shares: maximum of 200% of salary 

Matching Shares: 1:1 matching award based on up to 50% of bonus (pre-tax value) invested in shares 

FY 2011 LTIP Awards 

Performance Shares awarded at 175% of salary (FY 2010: 200% of salary).  No Matching Shares awarded (no 
bonus in FY 2010) 

ROE performance targets operated historically BUT conclusions of the Business and Capital Review led by the 
Chief Executive identified ROCE as the key long-term strategic target (announced November 2010) 

As a result the performance metric was revised for awards granted in 2010 with the following targets set: 

Performance Share Awards up to 100% of salary (tranche 1) 

 

 

Performance Share Awards between 100% and 175% of salary (tranche 2) 

 

Threshold Target Maximum 

25% Vests 50% vests 100% vests 

ROCE 7% 8.5% 12% 

Threshold Target Maximum 

25% Vests 50% vests 100% vests 

ROCE 10% 12% 13% 

ROCE:  Normalised profit 

after tax divided by 

average net debt plus 

average shareholders’ 

equity  

(as per Annual Report) 
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Long Term Incentive 2011 

The Committee considered the FY 2011 revised targets to be appropriate as a result of the 

following factors: 

1. The range of targets set were considered similarly challenging to the ROE targets set for 

the FY 2010 awards when award multiples where higher 

2. Achieving a cross-cycle ROCE of 12% is easyJet’s clearly stated long-term strategic 

objective 

3. The targets were set after taking external advice from two leading investment banks 

4. The targets were structured in two tiers (as in prior years) so that Performance Share 

awards granted up to 100% of salary were subject to similarly challenging performance 

targets to those typically found in the long-term incentive plans operated by other FTSE 

250 companies (ensuring that we are competitive in terms of our remuneration policy) 

with awards in excess of 100% of salary subject to targets that only provide material 

reward for exceptional performance 
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Long Term Incentives 2012 

FY 2012 LTIP awards  

Performance Shares awarded at 200% of salary   

Matching Shares awarded at 63% of salary based on deferral of 50% the FY 
2011 bonus into shares 

ROCE performance targets continue to operate but toughened vis-à-vis the 
2011 awards (in both the lower and higher range of targets set):    

Performance Share Awards up to 100% of salary (tranche 1) and Matching Shares 

 

 

Performance Share Awards between 100% and 200% of salary (tranche 2) 

 

 

Threshold Target Maximum 

25% Vests 50% vests 100% vests 

ROCE 8% 10% 12% 

Threshold Target Maximum 

25% Vests 50% vests 100% vests 

ROCE 11.5% 12.5% 13% 
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Long Term Incentives 2012 

LTIP awards for 2012 took into account: 

1. The strong performance of the business and the need to retain and motivate our 

highly regarded management team 

2. The size of the awards and tougher targets - with the targets increased at a time 

when economic conditions are increasingly challenging 

3. Targets are a three year average ROCE as opposed to the ROCE delivered in the 

final year of the performance period (which was the case for recent awards) – 

measuring average performance is considered to provide a tougher target given 

the volatile nature of our sector and economic conditions 

4. Continued restraint in fixed pay 
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Dilution 

easyJet operates within a 10% in 10 year dilution limit and has a history of 

granting widely in the Company 

The general policy is to limit the issue of new shares for share scheme 

purposes.  Accordingly, the following plans each grant awards over market 

purchased shares: 

LTIP 

Sharesave (from 2008 awards onwards) 

Share Incentive Plan (BAYE, Free Shares) 

Discretionary share options may be granted over new issue shares 

Current dilution against the limit is around 2.15% 

Bulk of historic dilution arose from pre-flotation share schemes (excluded from 

the 10% in 10 year limit in line with standard practice).  If these awards were 

included within the limit, easyJet would continue to remain within the 10% limit 
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Conclusions 

• easyJet continues to perform strongly in difficult economic conditions 

• FY 2011 remuneration reflected the strong performance delivered by our talented 

management team 

• FY 2012 remuneration policy offers a competitive total remuneration package subject to the 

delivery of challenging performance targets demonstrably linked to the Board’s strategy 

• Tougher targets have been set to apply to 2012 Performance Share awards which is 

considered appropriate in light of the higher level of Performance Shares awarded and our 

return to granting Matching Shares on the back of deferral of 2011 bonus 

• Current policy is considered fully aligned with shareholders interests and effective risk 

management in that: 

• A range of performance metrics are included in our incentive plans that are directly 

tied to our KPIs; and 

• Remuneration is biased towards long-term performance through our LTIP, significant 

deferral of annual bonus and the operation of above market share ownership 

guidelines (175% of salary) 



11 

Appendix 

Total shareholder return 
Source: Thomson Reuters
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This graph shows the value, by 30 September 2011 of £100 invested in easyJet on 30 September 2010 compared with the value of £100 

invested in a comparator group of airlines. British Airways and Iberia have been shown individually until their merger on 21 January 2011 and 

then we have shown the combined entity IAG tracked forward from this point (with the base point being the weighted average performance of 

BA and Iberia to date). 


