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CORPOR ATE GOVERNANCE

John Nicholas
Chairman

We will only fulfil our 
purpose of creating 
value for all of our 
stakeholders if we 
maintain strong 
standards of corporate 
governance.”

Dear Shareholder

On behalf of the Board I am delighted to present the Company’s 
Corporate Governance Report for the year ended 30 September 2021, 
which will be my last report as your Chairman. One of the significant 
aspects of my role as Chairman is to ensure that our Group’s 
governance is appropriately robust, and that the Board operates 
effectively. The Board plays a critical role in ensuring that every part 
of our Group conducts its business in a manner which is consistent 
with the highest standards of corporate governance and ethical 
behaviour. We will only fulfil our purpose of creating value for all our 
stakeholders if we maintain strong corporate governance. A sound 
corporate governance framework is key to ensuring sustainable 
long-term success; we are also very conscious that effective 
governance is not purely a matter of regulatory compliance but 
encompasses many issues including operating with integrity and 
honesty, valuing diversity and enabling better decision-making 
through inclusion to ensure we balance the needs of all stakeholders 
and operate in a fair and transparent manner.

Progress in 2021
2021 has been characterised by significant strategic progress and 
strong financial results. The world in which we live is changing rapidly, 
and the Covid-19 pandemic has served to accelerate a number of 
megatrends. During the year, the Board has discussed learnings from 
the pandemic, including new ways of working and the opportunity to 
accelerate certain aspects of the strategy. This included the ever-
increasing scrutiny of the role of corporates in society. In this context, 
I am particularly proud of the progress we have made with our 
environmental, social and governance (“ESG”) agenda, Delivering 
Value Responsibly (“DVR”) over the last year. We are cognisant that to 
ensure the success of our DVR programme we must continue to be true 
to our essential values, consistently balancing the interests of all our 
stakeholders. Increasing our positive impact enables our businesses to 
grow sustainably in a way that is environmentally, socially and ethically 
responsible.

Board succession and evaluation
Board succession remains a key area of activity and focus. Following 
the retirement of Charles Packshaw at our Annual General Meeting 
(“AGM”) on 20 January 2021, Anne Thorburn assumed the role of Senior 
Independent Director. We also welcomed Dean Finch to the Board and 
its Committees on 21 May 2021. In accordance with the provisions of 
the Code, I have announced my intention to retire from the Board at 
our 2022 AGM. Following a comprehensive selection process, David 
Lowden was appointed as Chairman designate on 19 October 2021, 
and, subject to your approval, will take over from me at the conclusion 
of the AGM on 19 January 2022. I would like to welcome both Dean and 
David to the Board; I am sure that their contribution will be extremely 
valuable as the Group continues to evolve and grow.

A key aspect of good governance is for the Board itself to continually 
think on how it carries out its varied roles and focus on continually 
improving its effectiveness. We assess the effectiveness of our Board, 
its Committees and Board members each year and in respect of 2021, 
in line with the 2018 UK Governance Code, the Board effectiveness 
review was externally facilitated. This evaluation has also enabled 
the Board to identify opportunities for it to further improve its 
effectiveness; more detail on the results of the evaluation and areas 
of agreed focus are detailed on pages 65 to 66.

Conclusion
Our AGM will be held on Wednesday, 19 January 2022. I hope that as 
shareholders in the Company, you will be able to attend to meet with 
the Board of Directors and discuss any matters you feel are important 
to the future success of the Group.

It has been a privilege to serve as your Chairman, and I would like to 
thank my fellow Directors, as well as colleagues throughout Diploma, 
for their contributions and support. I am proud of what we have 
achieved during my tenure, and of the Executive Team’s success in 
delivering on the strategy. I am confident that the robust corporate 
governance framework in place will continue to support the Group in 
continuing to deliver value for all its stakeholders.

John Nicholas
22 November 2021
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Board at a glance

Board and Committee attendance FY 2021
Board 

Audit 
Committee

Nomination 
Committee

Remuneration 
Committee

John Nicholas 7/7 – 2/2 6/6

Johnny Thomson 7/7 – – –

Barbara Gibbes 7/7 – – –

Anne Thorburn 7/7 5/5 2/2 6/6

Andy Smith 7/7 5/5 2/2 6/6

Geraldine Huse 7/7 5/5 2/2 6/6

Dean Finch 2/3 2/3 1/1 1/2

Attendance is expressed as number of meetings attended out of the number eligible to attend.

The table below shows the changes to the Board during the year and up to the date of this report: 

Changes to the Board Role changes within the Board

Charles Packshaw stepped down from the Board on 
20 January 2021

Dean Finch was appointed to the Board and its Committees on 
21 May 2021 as non-Executive Director

David Lowden was appointed to the Board and the Nomination 
and Remuneration Committees on 19 October 2021 as 
non-Executive Director and Chairman designate

Anne Thorburn became Senior Independent Director on 
20 January 2021

All information shown below is as at 30 September 2021.
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BOARD OF DIREC TORS

John Nicholas
Chairman

Joined: June 2013

Current external appointments:
• Non-Executive Chairman, Porvair plc

Relevant skills and experience:
• Industrial, Distribution and Manufacturing 

Sectors
• Financial Management 
• Strategy 
• M&A/Financing 
• International Business

Past appointments:
• Senior non-Executive Director of Mondi plc, 

Rotork plc and Ceres Power plc; Chairman 
of the Audit Committee, Hunting plc

• Group Finance Director, Tate & Lyle plc and 
Kidde plc 

Geraldine Huse
Non-Executive Director

Joined: January 2020

Current external appointments:
• President, Procter & Gamble Canada

Relevant skills and experience:
• Retail and FMCG Sectors 
• Customer Service
• Sales & Marketing 
• Diversity & Inclusion 
• Organisational Development
• International Business

Past appointments:
• Chief Executive Officer, P&G Central 

Europe 
• Chair of the Institute of Grocery 

Distribution 

Johnny Thomson
Chief Executive Officer

Joined: February 2019 

Current external appointments:
• None 

Relevant skills and experience:
• B2B Industrial, Distribution and Services 

Sectors 
• Operations/Customer Service 
• Strategy 
• M&A/Financing 
• International Business 
• Financial & Risk Management

Past appointments:
• Group Finance Director, 

Compass Group PLC 
• Regional Managing Director, 

Latin America, Compass Group PLC 

Dean Finch
Non-Executive Director

Joined: May 2021 

Current external appointments:
• Group Chief Executive, Persimmon PLC 

Relevant skills and experience:
• B2B Industrial, Services and Retail Sectors
• Financial & Risk Management 
• Operations/Customer Service
• Health & Safety 
• Strategy 
• M&A/Financing 
• International Business 

Past appointments:
• Chief Executive Officer, National Express 

Group plc 
• Group Chief Executive, Tube Lines 
• Group Finance Director & Group Chief 

Operating Officer, FirstGroup plc 

David Lowden 
Non-Executive Director & 
Chairman Designate

Joined: November 2021

Current external appointments:
• Senior Independent Director, Capita plc 

and Morgan Sindall plc
• Chairman, Page Group plc

Relevant skills and experience:
• Industrial and Distribution Sectors
• Financial & Risk Management 
• Operations 
• Strategy
• M&A/Financing 
• International Business 

Past appointments:
• Senior Independent Director, Berendsen plc 
• Chairman, Huntsworth plc 
• Non-Executive Director, William Hill plc, 

Cable & Wireless Worldwide plc
• Chief Executive, Taylor Nelson Sofres

Barbara Gibbes
Chief Financial Officer

Joined: March 2020 

Current external appointments:
• None 

Relevant skills and experience:
• B2B Services, Property and Retail Sectors
• Financial & Risk Management
• Strategy 
• M&A/Financing
• International Business

Past appointments:
• Interim Chief Financial Officer, 

Intu Properties plc 
• Director, Deloitte LLP
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John Morrison
Group Company Secretary & 
Head of Legal

Joined: April 2020 

An experienced FTSE Company Secretary 
and commercial solicitor, John is responsible 
for the Group’s legal, compliance and 
governance framework.

John provides support and advice to the 
Directors, the Board and its Committees. He 
brings rigour to corporate governance and 
ensures that Board procedures are fit for 
purpose and adhered to. John has expertise 
in regulatory and contractual law and legal 
risk management. 

Anne Thorburn
Senior Independent Director

Joined: September 2015 

Current external appointments:
• Non-Executive Director and Chairman of 

the Audit Committee, TT Electronics plc 

Relevant skills and experience:
• B2B Industrial and Manufacturing Sectors 
• Financial & Risk Management 
• Strategy 
• M&A/Financing 
• International Business 

Past appointments:
• Chief Financial Officer, Exova Group plc 
• Group Finance Director, British Polythene 

Industries plc 
• Non-Executive Director, BTG plc 

Andy Smith
Non-Executive Director

Joined: February 2015

Current external appointments:
• Customer, Retail and Technology Director, 

Severn Trent plc 

Relevant skills and experience:
• Healthcare, Retail, FMCG and Utilities 

Sectors 
• Operations/HR/Customer Service 
• Strategy and Risk Management 
• Sustainability, Diversity & Inclusion and 

Health & Safety 
• International Business 

Past appointments:
• Managing Director, Severn Trent Services
• Water Services Director, Severn Trent plc
• Group HR Director, The Boots Company PLC 

extensively in international services 
businesses. As Chairman of Diploma, I will 
leverage this experience to challenge and 
support the management team as they 
take the Group onto the next stage of its 
development.

Q: What are your early impressions of 
the Group? 
My first impressions are that Diploma is well 
positioned, it has great people who bring 
a huge amount of discipline, commitment 
and enthusiasm to their roles, a number 
of exciting opportunities for growth and 
substantial cash flow with low leverage. 
The Group has managed an incredibly 
successful year, which given the context of 
the pandemic is a fantastic achievement. 
With regard specifically to the Board, its 
primary focus is to support and advise the 
executive management on the delivery 
of the Group’s strategy within a clear 
governance framework, and I believe 
the Board fulfils that role well. The Board 
comprises a broad diversity of talents 
and outlooks but will evolve further 
over the coming years so that it can 
continue to support and challenge 
management appropriately. 

“The management team are 
excellent and I am looking forward 
to supporting them and leading the 
Board as we seek to continue to 
create value for all our 
stakeholders.”

Q: Why were you attracted to Diploma?
Who wouldn’t be? Diploma has an 
exceptional track record that speaks for itself 
and the Group’s value-add proposition is truly 
differentiated, supported by a decentralised 
model that can scale at pace, which 
accelerates decision-making, ensures the 
businesses are aligned to their customers and 
able to adapt quickly to their needs while 
providing a platform for growth. It is also a 
business with an exciting future ahead with 
a compelling growth opportunity. The 
management team are excellent, and I am 
really looking forward to supporting them 
and leading the Board as we seek to continue 
to create value for all our stakeholders. 

Q: What do you bring to the role? 
During my career, I have seen things from 
multiple sides of the table, having worked as 
a Chief Executive and a finance director, 
Chairman, non-Executive Director as well as 
Audit and Remuneration Chairs of other 
listed companies. I have also worked 

Q&A with David Lowden
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OUR GOVERNANCE STRUC TURE

A successful company is led by an effective and entrepreneurial 
board, whose role is to promote the long-term sustainable success of 
the company, generating value for shareholders and contributing to 
wider society. The Diploma Board is collectively responsible for the 
long-term success of the Company. It provides leadership and 
direction; monitors culture, values and wider sustainability goals; and 
ensures that risks are appropriately managed and that due regard is 
given to the views of our stakeholders in its decision-making. Decision-
making processes are structured, enabling Directors to evaluate the 
merit of proposed business activities and likely consequences of 
decisions over the short, medium and long term, while ensuring due 
consideration is paid to the Company’s stakeholders.

Structure and division of responsibilities
The Board as a whole collectively manages overall control of the 
Company’s and Group’s affairs. To assist with its operation, the Board 
has adopted a schedule of matters reserved to the Board that sets out 
those matters which it specifically reserves for its own decision and 
those which are delegated to Board Committees and to executive 
management.

The Board has an established corporate governance framework. This 
includes the three Board Committees (Audit Committee, Nomination 
Committee and Remuneration Committee), an Administration 
Committee and a Treasury Committee as well as management 
committees which report to the Chief Executive or Chief Financial 
Officer as appropriate. The Terms of Reference for the three primary 
Committees are available on the Company’s website. 

Board composition and expertise
The Board is of the view that it is essential to have an appropriate mix 
of experience, expertise, diversity and independence. Such diverse 
attributes enable the Board as a whole to provide informed opinions 
and advice on strategy and relevant topics, thereby discharging its 
duty of oversight. Appointments to the Board are made following 
consideration of the experience and expertise of existing Directors, 
any required skill sets or competencies, and the strategic requirements 
of the Group. During 2021, the composition of the Board has evolved 
further, reflecting: (i) Charles Packshaw stepping down from the 
Board, and (ii) the recruitment of two new Directors. There are two 
Executive Directors on the Board who are considered to bring a 
comprehensive and complementary range of skills and expertise to 
the leadership team. The non-Executive Directors are considered to 
have the requisite experience to contribute meaningfully to the 
Board’s deliberations and resolutions. A summary of the skills and 
experiences of the Directors can be found on pages 52-53.

Board

Board Committees

Audit Committee
Chair
Anne Thorburn

Members
Andy Smith
Geraldine Huse
Dean Finch

Key responsibilities
Oversees and monitors the 
Company’s financial statements, 
accounting processes, audit 
(internal and external), internal 
controls systems and financial 
risk management procedures.
Also monitors the effectiveness 
of the internal audit function 
and reviews the external auditor 
independence and performance.

See more on pages 60-63

Remuneration Committee
Chair
Andy Smith

Members
John Nicholas
Anne Thorburn
Geraldine Huse
Dean Finch
David Lowden

Key responsibilities
Reviews and recommends the 
framework and policy on Executive 
Director and senior management 
remuneration. Reviews workforce 
remuneration policies and 
alignment with culture.

See more on pages 67-79

Nomination Committee
Chair
John Nicholas

Members
Anne Thorburn
Andy Smith
Geraldine Huse
Dean Finch
David Lowden

Key responsibilities
Regularly reviews structure, size 
and composition of the Board and 
its Committees. Identifies and 
nominates suitable candidates to 
be appointed to the Board. Leads 
the Board’s succession planning 
and keeps the senior leadership 
needs of the Group under review. 
Oversees the development of a 
diverse succession pipeline.

See more on pages 64-66
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Induction and professional development 
The Chairman, assisted by the Group Company Secretary, is 
responsible for ensuring that there is a properly constructed and 
timely induction for new Directors upon joining the Board. Upon 
appointment, all new Directors are provided with a comprehensive 
induction, where they meet with key members of management and 
familiarise themselves with all core aspects of the Group, its 
businesses and the markets in which it operates. Prior to the Covid-19 
pandemic, Directors were encouraged, wherever possible, to visit the 
Group’s sites so that they can get a better understanding of the 
business and interact with employees and the workforce. While travel 
has been restricted and complex, we anticipate that site visits by 
individual Directors (and the Board as a whole) will resume and allow 
Directors to see Diploma’s safety and sustainability processes, to talk 
with local management and workforces and to assess how effectively 
Diploma’s culture is communicated and embedded at all levels. 
Further information on adapting our induction process due to the 
pandemic can be found on page 65.

The Chairman also has the responsibility of ensuring that Directors 
receive training on a continual basis in support of their ongoing 
development. This training is provided by way of technical updates, 
reports and briefings prepared for Board meetings. Directors have 
full access to our corporate advisors as well as a regular and 
comprehensive supply of financial, operational, strategic and 
regulatory information to help them discharge their responsibilities.

During the year, the Board held a strategy review session to confirm 
the Company’s strategic goals as well as receive detailed updates on 
operations and support functions.

Purpose, culture and values
The Board is responsible for ensuring that the Group achieves its 
purpose, which is to consistently deliver value and reward our 
stakeholders by making a difference to our colleagues, customers and 
communities. In reviewing and ensuring the implementation of the 
Group’s strategy, the Board ensures that the objectives of our purpose 
are met while also taking into account the risks and opportunities 
facing the Group.

The 2018 UK Corporate Governance Code (the “Code”) emphasises 
the importance of the role of the Board regarding culture, with 
specific recommendations that the Board assesses and monitors 
culture. Our decentralised model means that culture is embedded in 
our businesses, each of which has its own unique aspects which we 
believe are critical to the autonomy and empowerment that 
underpins the Group’s success. However, there are common threads 
uniting our businesses, in particular, our shared values: respect, 
continuous improvement and accountability.

During the year, the Board has monitored culture in a number of 
ways. This includes discussions on strategy and the strategy review 
session as well as updates on people and culture from the Group HR 
Director. Successfully scaling up our value-add model requires 
constant evolution, and our culture has a critical role to play in 
supporting growth. For acquisitions requiring Board approval, cultural 
fit is also an important area of focus and discussion.

One of the key ways in which the Board can experience and evaluate 
the culture is through meeting with colleagues across our businesses. 
This was not possible during the first part of the year but we were 
delighted that the easing of lockdown enabled us to resume site visits, 
and over the Summer we met with UK colleagues at IS-Group and 
Clarendon Specialty Fasteners. The results of our Group Colleague 
Engagement Survey (discussed on page 40) have also provided 
further insight.

Our Board Committees also play an important role in monitoring 
our culture:

• Remuneration Committee: receives updates from the Group HR 
Director designed to provide an overview of pay structures across 
the Group and their alignment with our purpose, values and 
strategy. This allows the Committee to ensure that the relevant 
policies and practices are consistent with our values.

• Audit Committee: has oversight of internal controls and continuous 
access to internal audit, both of which can give an indication of 
culture, particularly homing in on any negative elements which are 
not aligned with the Group’s culture.

Employee engagement
The Board is committed to engaging with employees, and has 
considered the employee engagement methods specified by the 
Code, but felt that alternative methods are more appropriate. Given 
the Group’s decentralised model and its geographical spread, the 
Board has continued with a multi-faceted approach to engagement 
with the global workforce that is not led by any one Director or group 
of Directors. We consider that engagement by the local Managing 
Directors (“MDs”) with their own workforce, together with strong 
channels of communication from MDs to their respective Sector 
CEO as well as communication with the global workforce led by 
the Group’s central functions, provides an effective platform for 
transparent two-way dialogue with employees. The Board feels 
well informed on colleague views and matters, via a mechanism 
that is appropriate for our business model and permits bilateral 
engagement, by adopting a combination of methods to comply 
with the Code’s requirements:

• Regular updates to the Board at every scheduled Board meeting on 
people matters. Over the past year, colleague wellbeing and morale 
have been areas of keen focus.

• Colleague, talent and culture updates from the Group HR Director.
• The Remuneration Committee reviews workforce pay practices 

across Diploma.
• In normal years, the Board regularly undertakes site visits.
• Executive Board members regularly interact with individual 

businesses, with our flat structure ensuring strong channels of 
communication.

• Group Colleague Engagement Survey. The Board was presented 
with the outcomes of the survey and discussed these together with 
key learnings. We were delighted with the high participation rate 
and engagement index score; the full results of the survey are 
detailed on page 40.

How the Board monitors culture
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BOARD AC TIVITIES IN 2021

Set out below are some of the key activities, matters considered and decisions made by the Board in the year.

Strategy & strategic 
execution
• Regularly reviewed the Group’s performance against the 

strategy including actions taken in respect of managing 
the pandemic.

• Presentations by the Head of Corporate Development 
and Sector leadership on strategic priorities and execution 
against those priorities.

• Reviewed and discussed our ESG strategy and approach, 
Delivering Value Responsibly.

• Reviewed and approved the Group’s M&A and business 
development activities, reorganisations and various 
other projects.

• Strategic review session.

Operations
• Regular updates from the CEO.

• Monitored and discussed the impact of Covid-19 on the 
Group’s operations.

• Modern Slavery Statement.

• Sector presentations.

Risk
• Received reports on the macroeconomic environment, 

world events and emerging trends.

• Annual risk review: review of principal risks to ensure they 
remain appropriate together with mitigating activity; 
reviewed and approved the inclusion of new and 
emerging risks.

• Quarterly risk updates.

• Cybersecurity briefing.

Finance
• Received updates on the Group’s financial performance.

• Approved the 2022 budget; monitored performance 
against the 2021 budget through regular presentations 
from the CFO.

• Assessed and approved the proposed dividend payments, 
balancing the views of various stakeholders.

• Investor relations: received regular reports including 
share register movement and feedback from analysts 
and investors.

Colleagues & culture
• Reviewed Group Colleague Engagement Survey.

• Received reports on workforce wellbeing throughout 
the year.

• UK site visits.

• Talent update. 

• Whistleblowing reports. 

Governance
• Regular corporate governance and regulatory updates 

from the Group Company Secretary.

• Concluded externally facilitated Board effectiveness 
review.

• Agreed and tracked actions from the 2020 internal 
evaluation of the Board’s performance.

• Approved the appointment of new non-Executive 
Directors.

• Reviewed schedule of matters reserved for the Board and 
Terms of Reference of its Committees.

• Reviewed and approved Company’s financial reporting.

• Created sub-committees to oversee administrative 
matters. 



Diploma PLC
Annual Report & Accounts 2021 57

COMPLIANCE WITH THE CODE

This statement of compliance summarises how the Company has implemented the principles and provisions of the 2018 UK Corporate 
Governance Code (the “Code”). The Code is available at www.frc.org.uk.

The Board considers that the Group has complied in all material respects with the principles and provisions of the Code during 2021 except that 
we recognise that we have not yet complied fully with provision 38 in aligning Executive Director pension payments with the wider workforce. 
Further information regarding this provision, including how we intend to address this, can be found on pages 68 and 70.

1. Board leadership and company purpose
A. Board’s role
The Board is responsible to shareholders for the Group’s financial and operational performance and risk management, and the culture 
embedded across the Group, and is collectively responsible for promoting the long-term success of the Group. There is a formal schedule of 
matters reserved for the Board which sets out the structure under which the Board manages its responsibilities, providing guidance on how it 
discharges its authority and manages the Board’s activities. The key focus of the Board’s activities during the year is described on page 56 and 
the progress of embedding culture across the Group is described in the CEO Review on pages 12 to 14.

There is a framework of prudent and effective controls that enable risk to be assessed and managed, which is described further on pages 28 to 33.

B. Purpose and culture
The role of the Board regarding culture has been emphasised in the Code, with specific recommendations that the Board assesses and monitors 
culture, and ensures that workforce policies, practices and behaviours are aligned with the Group’s purpose, values and strategy. Further 
information on how the Board monitors culture can be found on page 55.

C. Resources and controls
The Board is responsible to shareholders for the Group’s financial and operational performance and risk management. Matters delegated to the 
CEO and CFO include managing the Group’s business in line with the Group’s strategy, annual budget and implementation of the risk 
governance framework. Further information about the Group’s risk management can be found on pages 28 to 33.

D. Stakeholder engagement
The Group has a well-developed and continuous programme to address the needs of its shareholders, investment institutions and analysts for a 
regular flow of information about the Group, its strategy, performance and competitive position. The relationship with shareholders, potential 
shareholders and investment analysts is given high priority by the Group, as detailed on page 49. Given the wide geographic distribution of the 
Group’s current and potential shareholders, this programme includes regular presentations to investors, particularly by the CEO.

The Committee Chairs also engage with their relevant stakeholders and details of this engagement are provided in each of the Committee 
reports. The Board continually works to understand their views and take account of its responsibilities to the Group’s stakeholders when making 
business decisions.

The Board as a whole is responsible for workforce engagement. The various mechanisms by which the Board engages with the workforce can be 
found on page 48. As the Board has not selected one of the methods in the Code, page 48explains why the Board arrangements are effective 
and appropriate for the Group. The Board will continue to review to ensure that they are effective.

E. Workforce policies and practice
Group-wide workforce policies are approved by the Board. All the policies relating to the Group’s workforce take account of the global nature of 
the Group’s businesses. The whistleblowing process is overseen by the Board and all members of the workforce have access. Further details 
regarding whistleblowing can be found on page 63.

2. Division of responsibilities
F. The role of the Chairman
The Board is chaired by John Nicholas, who also chairs the Nomination Committee and is a member of the Remuneration Committee. The 
Chairman attended all meetings of the Audit Committee during the year at the invitation of its Chair. The Chairman is the main point of contact 
between the Board and the CEO. The Chairman represents the Board in discussions with shareholders and investor bodies, represents the Group 
in external meetings, and is also responsible for the Board governance principles. The Chairman has led the ongoing emphasis on management 
development and CEO and senior management succession planning. The Chairman leads the Board and is responsible for its overall 
effectiveness. The Chairman was independent on the date of his appointment. The Chairman recognises the importance of creating a 
boardroom culture which encourages openness and debate and ensures constructive relations between Executive and non-Executive Directors.

G. Composition of the Board
The Board is composed of eight Directors. Two current members are Executive Directors and six, including the Chairman and Chairman 
designate, are non-Executive Directors. Each of the non-Executive Directors is considered to be independent by the Nomination Committee.

Responsibility for the development and implementation of the Group’s policy and strategy, and for day-to-day management issues is delegated 
by the Board to the CEO and CFO.

With only specific exceptions that may be necessary to ensure Board continuity, non-Executive Directors shall not stand for re-election after 
they have served for the period of their independence, as determined by applicable UK standards, which is currently nine years. John Nicholas 
will not stand for re-election at the 2022 Annual General Meeting (“AGM”).

The Nomination Committee Report considers appointments, succession planning and the mix of skills and experience of the Board on page 66. 
The Board is satisfied that it has the appropriate balance of skills, experience, independence and knowledge of the Group to enable its members 
to discharge their respective duties and responsibilities effectively, and that no individual or group can dominate the Board’s decision-making. 
Only the Chairs and Committee members have the right to attend the meetings of the Nomination, Audit and Remuneration Committees. 
Attendance by all other individuals is by invitation only.
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H. Role of non-Executive Directors
The non-Executive Directors provide constructive challenge and assistance to the CEO in developing the Group’s strategy.

The Senior Independent Director is Anne Thorburn, who is available to shareholders and acts as a sounding board for the Chairman and as an 
intermediary for the other Directors with the Chairman, when necessary. The Senior Independent Director’s role includes responsibility for the 
Chairman’s appraisal and succession.

Letters of appointment for non-Executive Directors do not set out a fixed time commitment for Board attendance and duties but give an 
indication of the likely time required. It is anticipated that the time required by Directors will fluctuate depending on the demands of the Group 
and other events.

Details of 2021 Board attendance at Board and Committee meetings are set out on page 51.

I. Role of the Group Company Secretary
Procedures are in place to ensure that Board members receive accurate and timely information via a secure and electronic portal and all 
Directors have access to the advice of the Group Company Secretary as well as independent professional advice at the expense of the Group.

The Group Company Secretary is a trusted interlocutor within the Board and its Committees, and between executive management and the 
non-Executive Directors. The Group Company Secretary is responsible for advising the Board on all governance matters. The Group Company 
Secretary supports the Chairman in ensuring that the information provided to the Board is of sufficient quality and appropriate detail in order 
for the Board to function effectively and efficiently. The appointment and removal of the Group Company Secretary are matters reserved to the 
whole Board.

3. Composition, succession and evaluation
J. Appointments to the Board
The Nomination Committee leads the process for appointments to the Board and makes recommendations to the Board. The Nomination 
Committee is chaired by the Chairman of the Board and comprises only non-Executive Directors. The Terms of Reference of the Nomination 
Committee are available on the Group’s website. During the year, one non-Executive Director, Dean Finch, was appointed to the Board and 
David Lowden, Chairman designate, was appointed in October 2021. For more details on the appointment process refer to the Nomination 
Committee Report on page 64. One non-Executive Director, John Nicholas, will be retiring at the AGM in 2022, following which the Board will be 
composed of seven Directors. The Board has confirmed that all of the non-Executive Directors standing for election and re-election at the 2022 
AGM continue to demonstrate the characteristics of independence.

K. Skills, experience and knowledge of the Board and its Committees
The non-Executive and Executive Directors have a diverse range of skills, experience and backgrounds, as detailed in their biographies on pages 
52 and 53. The Board is committed to ensuring that all appointments to the Board are made on merit and after a thorough recruitment process 
as detailed on page 65 and with due regard for diversity and inclusion.

With regard to succession planning, the Board aims to develop a diverse and complementary range of skills, knowledge and experience, so that 
it is equipped to navigate the operational, social, regulatory and geopolitical complexity in which the Group operates. Achieving the right blend 
of skills and diversity to support effective decision-making is a continuing process. Further details on tenure and experience of the Board are set 
out on pages 52 and 53.

L. Board evaluation
Full details of the Board evaluation can be found in the Nomination Committee Report on page 55 and 56.

4. Audit, risk and internal control
M. Internal and external audit
The Audit Committee monitors the independence and effectiveness of the internal audit function and external auditors and receives regular 
reports from each at the Audit Committee meetings. Refer to the Audit Committee Report on pages 60 to 63 for details of the work of the Audit 
Committee during the year. Details of the Group’s internal audit function are included on page 62.

N. Fair, balanced and understandable assessment
The Board is responsible for the presentation of a fair, balanced and understandable assessment of the Group’s position and prospects, within 
the Annual Report & Accounts as well as in all publicly available financial information. See page 87 for further information.

O. Risk management and internal control framework
The Board is responsible for aligning the risk appetite of the Group with the long-term strategic objectives, considering the principal and 
emerging risks faced by the Group. See page 28 for further details of the risk management framework.

COMPLIANCE WITH THE CODE CONTINUED
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5. Remuneration
P. Remuneration policies and practices
The Group’s Remuneration Policy is designed to attract the best talent and ensure people are rewarded fairly and competitively. The policy sets 
out a reward structure that is designed to promote sustainable performance aligned with shareholder interests. Shareholders approved the 
Directors’ Remuneration Policy at the 2020 AGM and this is available on the Group’s website.

The Remuneration Committee supports the Board by setting the Remuneration Policy and monitoring the application of the Policy. Through a 
mixture of long-term and short-term incentives, the Remuneration Policy is designed to help drive a performance culture which incentivises 
executives to deliver the Group’s long-term strategy and create superior shareholder value over the long term.

The overarching aim is to ensure our remuneration structure and policies reward fairly and responsibly with a clear link to corporate and 
individual performance, and to the Group’s long-term strategy and values. Significant work was undertaken to ensure that the Group has a clear 
policy that can be understood by shareholders and stakeholders.

Q. Procedure for developing the Remuneration Policy
The Remuneration Committee is responsible for determining the remuneration of all Directors, the Group Company Secretary and senior 
management. Controls and transparent procedures are in place to manage compensation of all other employees in the Group. Refer to the 
Remuneration Committee Report on pages 67 to 85 for details of the work of the Committee during 2021.

Executive remuneration is set with regard to the wider workforce and through market benchmarking. For further detail, please refer to the 
Remuneration Committee Report on pages 67 to 85.

R. Exercising independent judgement
The Remuneration Committee is composed of six non-Executive Directors who meet both with and without management present and seek, 
where appropriate, independent advice from Willis Towers Watson, Stephenson Harwood LLP and Simmons and Simmons LLP. The 
Remuneration Committee determines remuneration outcomes by assessing executive performance against performance criteria which are set 
out in the Remuneration Committee Report on pages 67 to 85.
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AUDIT COMMIT TEE REPORT

Anne Thorburn
Chair of the 
Audit Committee

Adapting to a changing 
environment and 
new ways of working 
to ensure financial 
integrity and robust 
and effective internal 
controls.”

Dear Shareholder

The Audit Committee assists the Board in discharging its 
responsibilities with regard to monitoring the integrity of Group 
financial reporting, external and internal audits and controls, 
including advising on the reappointment and independence of 
external auditors and assessing the quality of their services; and 
reviewing the effectiveness and appropriateness of the Company’s 
internal audit activities, internal controls and management systems.

During the year ended 30 September 2021, the Committee has 
ensured that it has had oversight of all these areas while also focusing 
on diverse changes in the external environment, both regulatory and 
political, including the impact of the Covid-19 pandemic, which have 
had a range of implications on the risk management activities of the 
Company. The Committee continues to monitor the uncertainties 
arising from these changes and consider the management and 
mitigation of these risks. The Committee formulated a response to 
BEIS on their audit and governance reforms white paper “Restoring 
trust in audit and corporate governance” focusing upon the potential 
implications for the Group and the importance of proportionate 
approaches.

In addition, the Committee has received reports on internal audits for 
the Group’s businesses, as well as updates on the steps being taken to 
address internal audit findings, controls issues and investigations. All 
members of the Committee participated in the externally facilitated 
performance evaluation carried out during the year, which felt that 
the Committee is a good and balanced forum, with plenty of relevant 
experience. Further details of the evaluation, its recommendations 
and actions can be found on pages 65 to 66.

As Audit Chair, I have regular conversations with the Chief Financial 
Officer, Group Internal Audit Director, Group Financial Controller, 
Group Company Secretary and also the audit partner at 
PricewaterhouseCoopers LLP (“PwC”), our external auditor.

PwC has now completed its fourth full annual cycle, and we value the 
rigour and challenge of its approach. I am pleased to report that 
again there have been no significant control deficiencies or 
accounting irregularities reported to the Committee this year. I am 
confident that the Audit Committee has carried out its duties during 
the year effectively and to a high standard, providing independent 
oversight with the support of management and assurance from the 
external auditors.

I look forward to meeting shareholders at the AGM on 19 January 
2022 and will be happy to respond to any questions relating to the 
activities of the Audit Committee.

Anne Thorburn
22 November 2021
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Audit Committee
The Committee is chaired by Anne Thorburn and comprises four 
independent non-Executive Directors. The Committee acts 
independently of the Executive Directors and management. Our 
members have a range of skills and the Committee as a whole has 
experience relevant to the Sectors in which the Group operates. Anne 
has recent and relevant financial experience, as required by the Code.

The Group Company Secretary acts as Secretary to the Committee. 
The Executive Directors also attend Committee meetings and subject 
matter experts are invited to present on specific topics as and when 
required. The Committee met with the external auditor during the 
year, without the Executive Directors being present.

The Audit Committee confirms that the Company has complied with 
the provisions of the Competition & Markets Authority Order 
throughout its financial year ended 30 September 2021 and up to the 
date of this report.

Financial reporting and significant financial judgements 
and estimates
The Committee considered and assessed:

• the full year and half year results, and quarterly trading updates for 
recommendation to the Board;

• the quality and appropriateness of accounting policies and 
practices, as well as critical accounting estimates and key 
judgements; and

• whether the Annual Report, taken as a whole, is fair, balanced and 
understandable and provides the information necessary for 
shareholders to assess the Group’s position and performance, 
business model and strategy.

The Committee considered the matters set out below as being 
significant in the context of the consolidated financial statements for 
the year ended 30 September 2021. These were discussed and 
reviewed with management and the external auditor and the 
Committee challenged judgements and sought clarification where 
necessary.

The Committee considered the judgements made in evaluating the 
financial statements, including the accounting for acquisitions and 
associated valuation of intangible assets, the impact on provisions for 
excess and slow-moving inventory, the appropriateness of the Going 
Concern assumption and the impairment of goodwill.

Accounting for acquisitions and disposals
The Committee reviewed the accounting for acquisitions completed 
during the year, in particular the acquisition of WCW and S&W for a 
combined consideration of £383m. The acquisitions were material 
for the FY 2021 audit and, in accordance with IFRS 3 (Business 
Combinations), management has performed a full fair value exercise 
for these two acquisitions in this year’s financial statements. As part 
of their audit of the Group, the external auditor has performed work 
on: a) the Purchase Price Allocation (“PPA”); b) substantive detailed 
testing of the opening balance sheet as at the acquisition date; c) 
audit of any material fair value adjustments arising on the acquisition 
balance sheet; and d) testing procedures over the closing balance 
sheet. The Committee reviewed and challenged management’s 
assessment, which also included consideration of the external audit 
findings. The Committee concluded that the accounting for these two 
acquisitions and the other eight smaller acquisitions was appropriate. 
The Group completed one disposal and committed to another, 
resulting in an impairment charge of £7.3m to state the company’s 
net assets at their fair value. 

Provisions for excess and slow-moving inventory
The Committee reviewed the report of the Chief Financial Officer 
(“CFO”) that set out the gross balances, together with any related 
provision against the carrying value. The Committee reviewed the 
bases used to value inventory held across the Group; they also 
considered the appropriateness of provisions held against the carrying 
value of inventory, having regard to the age and volumes of inventory 
relative to expected usage and considering any continued impact of 
the Covid-19 pandemic and any actions taken in response to potential 
disruptions to supply chains.

Following their review, which also included consideration of the 
external audit findings, the Committee concluded that the provision 
for excess and slow-moving inventory is appropriate.

Impairment of goodwill
The Committee considered the carrying value of goodwill and the 
assumptions underlying the impairment review. The judgements in 
relation to goodwill impairment largely relate to the assumptions 
underlying the calculations of the value in use of the cash-generating 
units (“CGUs”) being tested for impairment. These judgements are 
primarily the calculation of the discount rates, the achievability of 
management’s forecasts in the short to medium term against the 
backdrop of the Covid-19 pandemic and the use of the long-term 
growth rate. Following the review, which also included consideration 
of the external audit findings, the Committee concurred with the 
conclusion that the carrying value of the goodwill recorded is 
appropriate.

Other audit matters
The external auditor also reported to the Committee on other less 
material matters including the recoverability of trade receivables and 
the valuation of the Group’s defined benefit pension schemes.

In addition to the above, the Committee also seeks comments from 
the auditor that the Group’s businesses follow appropriate policies to 
recognise material streams of revenue and their audit work carried out 
more generally has assessed whether there is any evidence of 
management override of key internal controls designed to guard 
against fraud or material misstatement.

As part of its monitoring of the integrity of the financial statements, 
the Committee reviews whether suitable accounting policies have 
been adopted and whether management has made appropriate 
estimates and judgements, and seeks support from the external 
auditor to assess them.

Going Concern and Viability
The Going Concern and Viability assessment was undertaken against 
the continued backdrop of Covid-19. In preparing the assessment, 
management considered two scenarios – the base case and downside 
case. The base case reflects actual recent trading and takes account of 
any further anticipated impact of Covid-19. The downside case reflects 
a more significant decline in trading, adverse movements in working 
capital and lower than forecast operating margin, and is considered 
by management to be a severe but plausible scenario. The Group has 
significant liquidity headroom and covenant headroom in both 
scenarios for both Going Concern and Viability Statement purposes. 
The Audit Committee reviewed the assumptions underpinning each 
scenario and is satisfied with management’s assessment and 
conclusions in respect of Going Concern and Viability. Further detail on 
the assessment of Viability and the Viability Statement are set out on 
page 33. Further details on Going Concern can be found on page 113.

Engagement of the external auditor
The external auditor is engaged to express an opinion on the financial 
statements of the Group and of the Company. The audit includes the 
consideration of the systems of internal financial control and the data 
contained in the financial statements, to the extent necessary for 
expressing an audit opinion on the truth and fairness of the financial 
statements.

The Group’s Annual Report & Accounts has been audited by PwC, led 
by Christopher Burns, Audit Partner. In its fourth year as auditor, PwC 
has met with the Audit Chair and has agreed its audit strategy and 
audit fees with the Audit Committee. As part of its audit, PwC will 
continue to provide the Committee with relevant reports, reviews and 
advice throughout the coming year.

In accordance with UK regulations, PwC also assured the Committee 
that it adheres to a rotation policy based on best practice and the 
Group engagement partner will serve a period of no longer than 
five years.
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AUDIT COMMIT TEE REPORT CONTINUED

The Committee is responsible for reviewing the effectiveness of the 
Group’s system of internal control. The system of internal control is 
designed to manage rather than eliminate the risk of failure to 
achieve business objectives and can only provide reasonable and not 
absolute assurance against material misstatement or loss. The Group 
has the necessary procedures in place to ensure that there is an 
ongoing process for identifying, evaluating and managing the 
principal risks to the Group. These procedures are in line with the FRC’s 
guidance. The Board has established a clear organisational structure 
with defined authority levels. The day-to-day running of the Group’s 
business is delegated to the Executive Directors of the Group who are 
supported by the heads of each business Sector and functional heads 
of the Group.

Key financial and operational measures relating to revenue, cash and 
receivables are reported on a weekly basis. Detailed management 
accounts and key performance indicators are prepared monthly using 
a robust proprietary reporting system to collect and analyse financial 
data in a consistent format. Monthly results are measured against 
both budget and half year reforecasts which have been approved and 
reviewed by the Board. All capital expenditure above predefined 
amounts must be supported by a paper prepared by management.

All financial data is taken directly from the trial balance of each 
business held in their local ERP systems and reanalysed and 
formatted in a separate Group management reporting system, 
operated by the Group Finance department. There is no rekeying of 
financial data by the Group businesses to report monthly financial 
results. The Group Finance department continues to develop the 
functionality of this management reporting system to provide greater 
insights into the activities of the Group’s businesses, both financial 
and operational. The Group’s internal auditor regularly audits the base 
data at each business to ensure it is properly reported through to the 
Group management reporting system.

As part of the year end close process each business is required to 
complete a self-assessment that evaluates the financial control 
environment in their business which is designed to identify weaknesses 
in controls. These assessments are critically reviewed by the Group 
Internal Audit Director and evaluated as part of regular Internal Audit 
reviews. A summary for each business is prepared for the Audit 
Committee. In addition, senior management of each business are 
required to confirm their adherence with Group accounting policies, 
processes and systems of internal control by means of a 
representation letter.

The Committee has reviewed the effectiveness of the Group’s risk 
management and internal control systems for the period from 
1 October 2020 to the date of this report. Taking into account the 
matters set out on pages 28 to 33 relating to principal risks and 
uncertainties and the reports from the Group Internal Audit Director, 
the Board, with the advice of the Committee, is satisfied that the 
Group has in place effective risk management and internal control 
systems.

Internal audit
The Group maintains an internal audit department which reports 
directly to both the CFO and Chair of the Audit Committee. The 
department comprises a Group Internal Audit Director and a Group 
Internal Auditor based at the Group’s offices in London.

In January 2021, the Group Internal Audit Director presented his 
audit plan for the year to the Committee for their approval. Travel 
restrictions continued to be in place for most of 2021 (especially travel 
to North America and Australia) but internal audit was able to rely on 
the processes implemented last year and carry out internal audit 
reviews to deliver the plan. The department continued to effectively 
rely on remote visits with the use of appropriate communication 
technology where site visits were not possible.

During the year, the Committee carried out an assessment of the 
effectiveness of the external audit process for the previous year ended 
30 September 2020. The assessment was led by the Chair of the 
Committee, assisted by the CFO, and focused on certain criteria 
which the Committee considered to be important factors in 
demonstrating an effective audit process. These factors included 
the quality of the audit process and the robustness of challenge to 
management, the planning and execution of the audit and the role 
of management in the audit process. 

The Committee was satisfied that the PwC audit of the Company and 
Group had provided a robust and effective audit and an appropriate 
independent challenge of the Group’s senior management. It also 
supported the work of the Committee through clear and objective 
communication on developments in financial reporting and 
governance. 

Non-audit services
The Committee has approved the Group’s internal guidelines covering 
the type of non-audit work that can be carried out by the external 
auditor of the Group, in light of the regulation set out in the EU Audit 
Directive and Audit Regulation 2014 (the “Regulations”) and the 
Financial Reporting Council (“FRC”) Revised Ethical Standard 2019.

The Regulations substantially curtail those non-audit services that can 
be provided by the auditor to the Group and in particular prohibits all 
tax related services, including compliance services as well as general 
advice and all consultancy and advisory services. The Regulations 
require that Board approval is required if eligible non-audit services, 
such as due diligence and similar assurance services, exceed 30% of 
the prior year Group audit fee and the Company may not allow 
eligible non-audit services to exceed 70% of the Group audit fee, 
calculated on a rolling three-year basis.

The CFO does not have delegated authority to engage the external 
auditor to carry out any non-audit work, but must seek approval from 
the Chair of the Audit Committee.

Taxation services are not provided by the Group’s current audit firm; a 
separate firm is retained to provide tax advice and any assistance with 
tax compliance matters generally. In addition, due diligence exercises 
on acquisitions and similar transactions are not provided by the 
auditor, but are placed with other firms.

The external auditor is retained to carry out assurance services to 
the Committee in connection with “agreed upon procedures” on 
the Group’s half year consolidated financial statements (£27,000). 
The external auditor also provides access to its Viewpoint technical 
subscription service (£1,200). With the exception of these services, 
PwC has not provided any non-audit services to the Group or its 
subsidiaries and has confirmed its independence to the Audit 
Committee. The total non-audit fees for the year are £28,200. 
Further information is set out in note 26 to the consolidated 
financial statements.

The Committee assures itself of the auditor’s independence by 
receiving regular reports from the external auditor which provide 
details of any assignments and related fees carried out by the auditor 
in addition to its normal audit work and these are reviewed against 
the above guidelines. PwC has reconfirmed its independence for the 
current financial year.

Tax strategy
The Committee meets annually with the Head of Tax to review the key 
tax matters affecting the Group and to understand the areas of tax 
focus in the forthcoming year. The Committee also reviewed the 
Group’s tax strategy and broader tax policy.

Risk management and internal control
The principal risks and uncertainties that are currently judged to have 
the most significant impact on the Group’s long-term performance 
are set out in a separate section of the Strategic Report on Internal 
Control and Risk Management on pages 28 to 33.
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The scope of work carried out by internal audit generally focuses on 
the internal financial, operational and compliance controls operating 
within each business, including risk management activities and 
business process improvements. Formal written reports are prepared 
on the results of each internal audit visit that set out internal control 
weaknesses/risks identified during their work, together with 
recommendations to improve the internal control environment and 
mitigate these weaknesses/risks. These reports are timely and 
regularly discussed with senior management within Diploma PLC.

At the end of the financial year, the Group Internal Audit Director 
formally reports to the Committee on the results of the internal audit 
work carried out by his department during the year. The Committee 
reviews management’s responses to matters raised, including the 
time taken to resolve such matters. Update reports on progress 
against the plan are provided at regular intervals and the Audit Chair 
also meets separately with the Group Internal Audit Director at least 
twice a year to review some of the department’s reports and discuss 
their findings.

There were no significant or high-risk matters identified in the internal 
audits undertaken during the current financial year. Several 
recommendations were again made this year to the businesses in 
regard to implementing adequate and effective internal controls and 
procedures aimed at improving existing processes around 
cybersecurity, inventory management and procurement.

The internal audit department also continues to monitor the 
businesses’ compliance with Group policies on anti-bribery/corruption 
sanctions and the other compliance requirements.

The Committee conducted the annual review of the effectiveness of 
the internal audit department, including its audit plan, general 
performance and relationship with the external auditors. Based on its 
review, the Committee was satisfied with the effectiveness of the 
Group’s internal audit function, specifically the Committee is satisfied 
that the internal audit department is sufficiently independent of 
executive management and has sufficient resources and scope that is 
appropriate for the size and nature of the Group.

Sanctions
The Audit Committee continued to work with the Head of Legal, 
executive management and senior management of the Group, 
to ensure ongoing compliance with all applicable sanctions. The 
Committee will continue to monitor developments until the sanctions 
are suspended or revoked.

Anti-bribery and corruption
A Group policy on anti-bribery and corruption addresses the 
requirements of the Bribery Act 2010. The Committee periodically 
reviews this policy and the procedures to ensure continued and 
effective compliance in its businesses around the world. The Group 
also provides an e-learning training programme to all its businesses. 
This training has been undertaken by all senior management and 
employees in customer or supplier-facing roles and in particular by 
management and employees from companies that have recently 
joined the Group.

Whistleblowing
The Committee also monitors the adequacy of the Group’s 
whistleblowing policy, which provides the framework to encourage 
and give employees confidence to “blow the whistle” and report 
irregularities. The policy, together with hotline posters, are placed on 
site noticeboards across the Group. Employees are encouraged to 
raise concerns via the confidential multilingual hotline, which is 
managed by an independent external company and is available 24/7, 
365 days a year.

All reports are provided to the Group Company Secretary for review, 
to ensure that they are appropriately investigated – with the support
of internal audit and external resource, if required. Most matters 
reported through the whistleblowing service relate to personnel/HR 
matters and, while these are not areas for review by the Committee, 
such matters are duly investigated in the same manner as any other 
issue raised.

Key duties and focus in 2021
The Audit Committee is responsible for ensuring that the Group 
maintains a strong control environment. It provides effective 
governance over the Group’s financial reporting, including 
oversight and review of the systems of internal control and risk 
management, the performance of internal and external audit 
functions, as well as the behaviour expected of the Group’s 
employees through the whistleblowing policy and similar codes 
of conduct. The Committee continues to focus on monitoring 
and overseeing management on these improvements to 
governance, compliance and financial safeguards.

The Committee’s role and responsibilities are set out in its Terms 
of Reference, which were reviewed during the year and are 
approved by the Board.

The Committee’s key responsibilities and focus during the year 
ended 30 September 2021 have been:

• Reviewed and agreed the scope of audit work to be undertaken 
by the external auditor and agreed the terms of engagement 
and fees to be paid for the external audit.

• Reviewed the 2020 Annual Report & Accounts and received 
reports from the CFO and the external auditor on the key 
accounting issues and areas of significant judgement.

• Reviewed the report on compliance with the UK Corporate 
Governance Code 2018 and reports on the provision of 
information to the auditor.

• Reviewed the report from the CFO on the controls in place to 
mitigate fraud risk.

• Reviewed the Half Year Announcement and received reports 
from the external auditor on the key accounting issues and 
areas of significant judgement including an assessment of the 
impact of Covid-19 on the trading results and the interim going 
concern assessment.

• Reviewed the trading updates.
• Reviewed the effectiveness of the Group’s internal control and 

risk management procedures, also taking into account the 
impact of Covid-19, and, where appropriate, made 
recommendations to the Board on areas for improvement.

• Invited the Group Internal Audit Director to attend meetings to 
review the results of the internal audit work for the current year 
and to agree the scope and focus of internal audit work to be 
carried out in the following year.

• Reviewed the UK Corporate Governance Code 2018 and future 
reporting under section 172 Companies Act 2006.

• Approved the Committee work programme for 2022.
• Approved the Going Concern and Viability Statements.
• Continued to monitor developments in audit reform and 

changing best practice.
• Responded to the BEIS “Restoring trust in audit and corporate 

governance” reform proposals.
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NOMINATION COMMIT TEE REPORT

The Nomination 
Committee is supporting 
the development of 
boardroom diversity whilst 
evaluating the balance 
of skills, experience and 
independence necessary 
for Diploma’s succession 
planning.”

Dear Shareholder

I am pleased to set out below the report on the activities of the 
Nomination Committee during the year. 2021 saw further changes to 
the Board, with the appointment of Dean Finch as a non-Executive 
Director in May 2021 and the appointment of David Lowden as 
Chairman designate in October 2021, bringing further strong 
commercial, financial and operational experience to Board 
discussions. The main focus of the Committee during this past year 
has been on Board succession planning, including the search process 
for my role of Chairman of the Board.

A fundamental responsibility of the Committee is to ensure plans are 
in place for orderly succession to Board, our Group Company 
Secretary and senior management positions, and the Committee 
debates these regularly. The Committee continues to monitor balance 
on the Board to ensure we have the right combination of skills, 
experience and knowledge consistent with the long-term strategy of 
the Company. This allows us to identify where further focus needs to 
be brought in the coming years and beyond. Details of the current 
skills and experience of the Board are contained below.

B2B, Industrial & Distribution Sectors:            

Retail and FMCG Sectors:    

Financial and Risk Management:            

Operations:        

Customer Service:        

Health & Safety:    

Strategy:            

M&A/Financing:            

International Business:            

After nearly nine years on the Board, I will retire at the conclusion 
of the AGM in January 2022. During my tenure there have been 
considerable changes to the governance regime and we are mindful 
of the discussions around improving diversity and inclusion, together 
with the targets set by the Hampton-Alexander Review and the 
Parker Review. Following my retirement in January, three out of 
seven Directors (43%) will be women, therefore we continue to 
exceed the target set by the Hampton-Alexander Review as we 
did throughout 2021.

We have written elsewhere (see page 42) about our Group-wide 
approach to diversity and inclusion, which emanates from the Board 
and impacts the approach of the Nomination Committee. The FRC’s 
guidance on board effectiveness recognises a breadth of diversity 
that goes beyond just gender and race, and includes personal 
attributes including intellect, critical assessment, judgement, courage, 
honesty and tact; and the ability to listen and forge relationships and 
develop trust. This ensures that a board is not comprised of like-
minded individuals. The Committee agrees that diversity is vital when 
reviewing the composition of the Board and setting the criteria for the 
recruitment of new appointees, alongside succession planning 
activities. External search consultants are expected to make every 
effort to put forward diverse candidates for new Board positions. 
Whilst appointments will continue to be made on merit and against 
objective criteria, it remains the Committee’s intention that the 
diversity on the Board will continue to increase over time.

The Committee has also maintained its focus on the executive 
succession pipeline and senior management succession plans within 
the Group, reflecting its responsibility to ensure appropriate plans are 
in place. 

John Nicholas
22 November 2021

John Nicholas
Chairman of the 
Nomination 
Committee
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Nomination Committee
The Nomination Committee is chaired by John Nicholas, Chairman of 
the Board. The Committee was chaired by the Senior Independent 
Director on any matters concerning the Chairman of the Board. The 
Committee comprises the non-Executive Directors and meets as 
necessary to discharge its responsibilities.

The Group Company Secretary acts as Secretary to the Committee.

The Committee’s key focus areas during the year have been the 
Chairman succession, recruitment of a non-Executive Director and 
broader succession planning. 

The Committee reviews the composition of the Board and principal 
Committees, considering skills, knowledge, experience and diversity 
requirements before making appropriate recommendations to the 
Board regarding any changes. It also manages succession planning 
for Directors and the Group Company Secretary, and oversees 
succession planning for senior leadership across the Group.

The Committee’s role and responsibilities are set out in its Terms of 
Reference, which were reviewed during the year and approved by the 
Board. 

Process for Board appointments

Step 1
The Committee reviews and approves an outline brief and role 

specification and appoints a search agent to facilitate the search

Step 2
A Committee member discusses the specification with the 
independent search agent, who prepares an initial longlist 

of candidates

Step 3
The Committee then defines a shortlist of candidates  

and we hold interviews

Step 4
The Committee makes a recommendation to the Board  

for its consideration

Step 5
Following Board approval the appointment is announced in line 

with the requirements of the FCA’s Listing Rules

When making Board appointments, we follow the five steps outlined 
above. We disclose the name of the search agent and any other 
connection they have with Diploma in our Annual Report & Accounts 
published following the search. In due course, a tailored induction 
programme is developed for the new Director. During the year we 
engaged Korn Ferry in connection with the recruitment of Dean Finch 
and Russell Reynolds was engaged in connection with the recruitment 
of David Lowden. Neither of these search consultancies had any 
other connection to the Group, other than providing executive 
search services.

The challenge of “onboarding” during a pandemic
Recruiting and inducting personnel during the last year has proved to 
be an unusual experience. The decentralised nature of the Group has 
always made induction processes complex. The pandemic has led us 
to reconsider how these processes can be conducted effectively. 
Customarily there would have been face-to-face meetings with key 
executives and management, introductions to their direct reports, 
one-to-ones following the initial meetings, and site visits arranged to 
key businesses. Instead, the induction plan was conducted via 
Microsoft Teams; each key person heading up a Sector or function 
gave a presentation on their area of expertise or the businesses 
comprising their Sector, followed by a Q&A session.

Succession planning
The Committee formally reviews succession planning for the Board, 
Group Company Secretary and senior management at least once 
each year, taking into account the challenges and opportunities facing 
the Group and the background skills and expertise that will be required 
by the Group in the future. The CEO manages the development of 
succession plans for senior management, and these are overseen by 
the Committee. The CEO and Group HR Director presented a 
succession planning update to the Board in January 2021. The 
Committee is aware of the importance of identifying critical roles 
within the businesses to ensure we retain and motivate key talent and 
have the necessary skills for the future.

The standard term for non-Executive Directors is three years. They 
normally serve for a maximum of nine years, through three terms, 
each of three years’ duration. All Directors are subject to annual 
re-election.

Date of original 
appointment

Expiry of 
current term

John Nicholas 1 Jun 13 1 Jun 221

Andy Smith 9 Feb 15 9 Feb 241

Anne Thorburn 7 Sep 15 7 Sep 241

Geraldine Huse 20 Jan 20 20 Jan 23
Dean Finch 21 May 21 21 May 24
David Lowden 19 Oct 21 19 Oct 24

1 Director in final term.

External Board evaluation
The Code recommends that an externally facilitated evaluation of the 
performance of the Board should take place at least every three years 
and therefore, in line with this recommendation, the Committee 
selected Clare Chalmers Limited to undertake an external evaluation 
of the Board and its Committees. The evaluation was conducted 
through in-depth facilitated interviews with all Board members and 
senior executives and the external Audit Partner, observation of 
meetings, and review of meeting papers and minutes, Committee 
Terms of Reference, the latest Annual Report, the Board calendar and 
forward agenda. The review looked comprehensively at all aspects of 
Board effectiveness. Clare Chalmers Limited undertook the externally 
facilitated evaluation in 2018. Clare Chalmers Limited has no other 
connection with the Company or its individual Directors.
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Clare Chalmers’ evaluation report was robust and informative and 
provided a valuable independent external perspective on the Group’s 
governance. In connection with the presentation of the evaluation 
report, Clare made a number of recommendations which the Board 
considered and intends to implement, including the following:

Recommendation Action

Consider increasing 
the size of the Board, 
bringing in further skills 
relevant to Diploma’s 
size and operations

Nomination Committee to review the 
composition of the Board and 
determine if further appointments are 
necessary.

Board training 
programme to 
be evolved

Additional sessions to be included as 
part of annual calendar as well as 
bespoke sessions from advisors as 
required to enable and increase further 
challenge and scrutiny from the 
non-Executive Directors. 

Employee engagement 
to be reviewed

Board to consider appointing a 
Designated NED for Employee 
Engagement. Increased number of site 
visits, with NEDs conducting these 
individually on occasion and providing 
feedback to the Board.

Board schedule to 
be reviewed

Board to consider sometimes holding 
the Committees the day before the 
Board, with a Board dinner in the 
evening between.

The Company expects to update shareholders on the progress made 
in relation to the matters identified above in its 2022 Annual Report. 
The summary of the Board performance evaluation set out above has 
been reviewed and approved by Clare Chalmers.

Key areas for development in 2021
The following were the key areas for improvement and actions 
taken arising from the 2020 internal Board performance 
evaluation.

Area for development Action

Employee and 
stakeholder 
engagement

Additional Board visits to businesses were 
added to the 2021 schedule, but were 
prevented due to travel restrictions and 
deferred to 2022.

Succession 
planning

Nomination Committee scheduled annually 
solely devoted to Board succession and 
specifically looking three years forward.

Strategy Additional strategy sessions added to Board 
workplan.

NOMINATION COMMIT TEE REPORT CONTINUED
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REMUNER ATION COMMIT TEE REPORT

Andy Smith
Chairman of the 
Remuneration 
Committee

It has been a very 
positive year for 
Diploma with strong 
returns; we are 
confident that our 
remuneration is 
supporting sustainable 
long-term shareholder 
value.”

Members of the Committee Attendance

Andy Smith (Chairman) 6/6

Anne Thorburn 6/6

John Nicholas 6/6

Geraldine Huse 6/6

Dean Finch 1/21

1 Dean Finch was appointed to the Committee on 21 May 2021.

Dear Shareholder

On behalf of the Board, I am pleased to present our Directors’ 
Remuneration Report (“DRR”) for the year ended 30 September 2021. 
This covers the required regulatory information and provides further 
context and insight into our executive pay arrangements. The report 
includes activities undertaken to implement remuneration plans 
designed to attract and retain a talented management team, 
incentivise them to deliver outstanding long-term value for 
shareholders and reward them for doing so. The Committee remains 
committed to regular engagement with our shareholders to ensure 
that our executive remuneration decisions are clear and fair in the 
context of the Group’s wider stakeholders.

2021 performance and alignment to remuneration 
outcomes
I am particularly pleased to be presenting this year’s DRR against the 
backdrop of strong 2021 financial results which add to the Group’s 
long-term track record of excellent business performance and returns 
for shareholders. 

All three Sectors performed strongly, delivering a 46% increase in 
revenue and a 71% increase in adjusted operating profit, driven by a 
270bps increase in adjusted operating profit margin to 18.9%. Free 
cash conversion was very strong at 103%, well ahead of our targeted 
90%+. Recent acquisitions, including Windy City Wire, have 
outperformed our expectations. 

Based on this performance, targets under the annual bonus 
(see page 72) have been achieved at maximum, resulting in a full 
bonus payment of 125% of salary for both Johnny Thomson and 
Barbara Gibbes. 

Our long-term performance also continues to create considerable 
shareholder value. Our Total Shareholder Return (“TSR”) growth over 
the last three-year period of 134% (a compound annual growth rate 
(“CAGR”) of 33%) places Diploma in the 95th percentile of FTSE 250 
companies (excluding Investment Trusts). Compound adjusted 
Earnings Per Share (“EPS”) growth is 15.1% over the three-year 
performance period. To ensure the quality of these earnings, the 
Committee has also reviewed return on adjusted trading capital 
employed (“ROATCE”) performance and is satisfied that it is ahead of 
the Board’s expectations. Based on these excellent results, the 
Performance Share Plan (“PSP”) (PSP (2018)) has vested at maximum 
for Johnny Thomson, which was 250% of base salary. Barbara Gibbes 
does not have an award vesting this year; her first award vests, 
subject to performance, at the end of FY 2022.

Beyond our financials, we are pleased with the strategic progress in 
building high-quality, scalable businesses for sustainable growth 
alongside the development of the Group’s environmental, social and 
governance (“ESG”) programme, Delivering Value Responsibly. The 
resilient performance through the pandemic and our ability to 
capitalise on the recovery is testament to the commitment of our 
colleagues to excellent customer service.
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In line with the 2018 Corporate Governance Code (the “Code”), the 
Committee reviewed individual Directors’ incentive plan outcomes 
and overall remuneration in light of the Group’s underlying 
performance. This is a very strong set of results for the Group, 
underpinned by excellent implementation of the strategy and plan. 
Accordingly, the Committee is satisfied that the incentive plan 
outcomes and the total remuneration received by Executive Directors 
in respect of the year ended 30 September 2021 are consistent with 
the levels of company performance delivered by management and 
that the Remuneration Policy is operating as intended. 

Voting outcomes from 2020
The Committee has given considerable thought to recent voting 
outcomes on remuneration: 54.3% in favour of our 2020 DRR and 
79.98% in favour of the Remuneration Policy, which was approved 
at the Annual General Meeting (“AGM”) in January 2020. The 
Committee would like to reassure shareholders that it is committed 
to ensuring remuneration is aligned with shareholders’ interests. 
After the 2020 DRR vote, we wrote to shareholders accounting for 
around 75% of the Group’s share register, to invite their feedback. 
We subsequently conducted a comprehensive engagement process, 
with our Chairman John Nicholas and I meeting virtually with over 
55% of the Group’s share register and three advisory agencies. The 
meetings generated some excellent and informative dialogue, and it 
was very helpful to be able to gain shareholders’ views and explain 
ours first-hand. I am grateful to all of those who took the time to meet 
with us. 

Our dialogue confirmed that last year’s concerns arose predominantly 
from matters relating to management transition and, in particular, 
the decision to allow early vesting of the retiring Finance Director’s 
PSP awards. The circumstances relating to his retirement after 19 
years’ service were unique and will not recur. The Committee has 
reconfirmed that it does not intend to apply such discretion to PSP 
awards in the future.

In the engagement sessions, shareholders expressed overall support 
for the Group’s Remuneration Policy and raised no major concerns. 
The Committee is confident that the Policy remains fit for purpose for 
the year ahead. We believe that shareholder dialogue is important, 
and we are committed to considering the interests of all stakeholders 
in our approach to remuneration. We will continue to seek, listen to 
and respond to feedback and this will include consultation during 
2022 in advance of our next policy review.

Remuneration in the workforce
The skill and dedication of our colleagues lies at the heart of the 
business. Our senior management’s resilience has been tested during 
the last few years and they have responded with brilliant leadership, 
with many taking on more complex roles as the Group grows.
Amongst our workforce, we are pleased to see high levels of colleague 
engagement from the recent Group Colleague Engagement Survey 
(engagement index 79%, compared to industry norms of less 
than 70%).

The Committee is conscious of the challenges that the business 
and our colleagues are presently facing. All are impacted by the 
inflationary pressures arising from the macro-environment, including 
energy prices, and our colleagues are also facing additional daily 
challenges, not least those created by supply chain pressures in the 
business. Labour markets, particularly in the US and UK, are strained 
with fewer workers in the system and high demand from businesses 
recovering from the pandemic. All of this makes for an uncertain and 
particularly challenging remuneration environment. 

The 2022 overall base salary increase across the Group is 4% for the 
workforce, including senior managers. The Committee considers this 
to be reasonable and is supportive.

The management team and Committee will continue to review total 
compensation proactively and take workforce views into account on 
executive compensation and workforce pay concerns.

Remuneration for 2022 
The Committee views the design of the executive remuneration 
arrangements as appropriate for the year ahead and that the 
remuneration approach continues to follow our remuneration 
principles, which include supporting the creation of sustainable, 
long-term shareholder value.

The Committee is focused on maintaining stretching performance 
targets aligned with shareholder and other stakeholder interests. 
Remuneration plans follow the strategic plans that are reviewed and 
approved by the Board. The framework (summarised on page 70) 
works well and is simple, relevant to the business model and aligned 
with the Group’s strategy. We continue to follow our remuneration 
principles which are listed on page 77, as well as listening to the views 
of the workforce. 

The Committee also considers remuneration alignment throughout 
the Group and has reviewed the CEO pay ratio (shown on page 75). 
The Committee recognises that the single figure for the CEO has 
increased this year as a result of the exceptional performance 
delivered and the balance of performance-related pay in his package, 
which has impacted the ratio. The Committee is satisfied that, since 
the Policy is operating as intended in aligning executive pay with 
performance, no policy changes are required for the year ahead. 

The Committee is paying particular attention to ESG and is pleased to 
note that the Group is doing a huge amount to develop its approach 
to ESG through the Delivering Value Responsibly programme 
(described on page 34). Non-financial key performance indicators 
(“KPIs”) are published on page 17. As the Group’s target setting 
develops, the Committee will assess how the remuneration framework 
needs to adapt to incentivise and reward delivery against ESG 
objectives.

Fixed pay: 
Johnny Thomson received a 3% increase to his base salary from 
1 October 2021. This is below the increase awarded to the workforce 
and senior managers. Johnny Thomson has voluntarily committed to 
lowering his cash in lieu of pension from 12.5% of base salary to 10% of 
base salary from 1 October 2021. From 1 January 2023, these 
contributions will reduce to 4% to bring them into line with that 
received by the majority of the UK workforce.

Barbara Gibbes received an increase of 7.4% to her base salary from 
1 October 2021 to £365,000. The Committee decided on this increase 
having carefully considered Barbara’s performance, the increasing 
size and complexity of the Group, the Group’s financial performance 
and total CFO compensation in comparable organisations. This 
increase moves her salary to a level that the Committee believes to be 
fair and equitable at the present time. She received no increase in 
2020 in line with the wider arrangements in place at the height of the 
Covid-19 pandemic. Barbara already receives a company contribution 
in lieu of pension of 4% of base salary, in line with the workforce. 

Barbara was appointed as CFO in June 2020, having joined the 
Group as CFO designate in March 2020, her first Group CFO Board 
appointment. At the time of her appointment, the Committee 
informed shareholders that increases higher than normal might be 
required in her first few years of appointment to reflect her growth in 
role. Provided that she continues to progress positively, and the Group 
continues to perform well, we anticipate increases of a similar 
magnitude in 2022 and 2023. In the recent shareholder and advisory 
agency engagement, we received overall support for our chosen 
approach of phased increases alongside a continued review of 
performance. 

REMUNER ATION COMMIT TEE REPORT CONTINUED
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Variable pay:
In 2022 the annual performance bonus will follow the same target 
metrics as 2021, namely 50% adjusted operating profit, 25% revenue, 
25% free cash flow. These targets will be based on the budget agreed 
by the Board.

The PSP will also continue with its existing metrics, 50% adjusted EPS 
with a ROATCE underpin and 50% relative TSR compared to the FTSE 
250 (excluding Investment Trusts). Awards under the PSP have been 
granted at the same level as last year to Johnny Thomson (250% of 
base salary) and Barbara Gibbes (175% of base salary). The 
methodology used to measure the performance conditions remains 
the same (see pages 72-73).

In the 2020 DRR we indicated our intention to reassess adjusted EPS 
targets given the considerable growth in the size of the Group 
following a number of acquisitions. The strategy remains the same: to 
deliver strong underlying growth supplemented by acquisitions, each 
needing to deliver good margins and returns. With a bigger base of 
business, the Board expects management to deliver more acquisitions 
than historical levels. It is, however, essential that we maintain the 
quality of our business acquisitions. We need to remain financially 
disciplined, acquiring only quality businesses at the right price in order 
to protect and enhance returns for shareholders. In determining future 
EPS targets, the Committee considered several inputs including 
financial modelling of growth scenarios as well as market consensus. 
We also took views from shareholders in our recent engagement.

Taking all these factors into account, the Committee has decided to 
set the EPS target maximum for the PSP at 12% CAGR. This is a 
suitably ambitious and stretching target that requires excellent 
underlying growth, above GDP, sustained high margins and a 
considerably higher acquisition spend than historical levels. The 
threshold remains at 5% and the Committee will issue the 2021 PSP 
grant with an EPS target range of 5% to 12%.

Directorate changes
Charles Packshaw retired as Senior Independent Director in January 
2021. We welcomed Dean Finch to the Committee following his 
appointment to the Board as non-Executive Director on 12 May 2021. 
More recently, David Lowden joined the Board as non-Executive 
Director and Chairman designate on 19 October 2021. He will succeed 
John Nicholas as Chairman at the conclusion of this year’s AGM when 
John will stand down from the Board after nearly nine years of service. 
The Chairman’s remuneration arrangements are shown on page 74. 
The retiring Chairman, John Nicholas, was appointed in 2015 when 
the Group was 60% smaller and has since received typical annual fee 
inflationary increases. The new Chairman’s fee has been determined 
in relation to the Group’s present size and complexity.

Conclusion 
I would once again like to thank shareholders for the level and quality 
of engagement over this last year. We will maintain a close dialogue 
as we seek to deliver a competitive, motivating pay framework that is 
tightly aligned to shareholder experience whilst maintaining good 
governance standards. We are very grateful to those investors who 
took the time to meet with us and for the feedback they provided, and 
we will plan further discussion during 2022 ahead of our 2023 Policy 
review. I look forward to receiving your support at the AGM on 
19 January 2022.

Andy Smith
22 November 2021
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Remuneration  
at a glance

Key strategic highlights

Aligning awards to performance

Looking ahead

Performance snapshot

Reflecting performance in remuneration (single figure)

• Building high-quality, scalable businesses for sustainable 
growth.

• Revenue initiatives driving strong underlying growth.
• £456m invested in strategically important acquisitions to 

accelerate our growth.
• Excellent progress with Delivering Value Responsibly (“DVR”). 

Our executive pay framework Annual bonus PSP

Revenue

+46%

Adjusted 
operating profit

+71%
EPS (3-year CAGR) 

15.1%

TSR (3-year CAGR)

+33% 

Performance measures Incentive plan Weighting
Achievement 
of max

Adjusted operating profit Annual bonus 50 100%

Revenue Annual bonus 25 100%

Free cash flow Annual bonus 25 100%

Earnings per share (“EPS”) PSP 50 100%

Total shareholder return (“TSR”) PSP 50 100%

Fixed remuneration Annual bonus Long-term incentives Shareholding guideline Post-cessation guideline

Johnny 
Thomson 
(CEO) 

Base pay: £711,000

Pension: equivalent to 10% of 
base pay

Max: 125% 
base pay

Target: 63% 
base pay

Max: 250% base pay 

Performance period: three years

Holding period: five years from 
grant

Minimum 
holding 
requirement 
(“MSR”): 250% 
base pay

Holding 
requirement: 50% 
of the MSR for 12 
months after the 
termination date

Barbara 
Gibbes 
(CFO)

Base pay: £365,000

Pension: equivalent to 4% of 
base pay

Max: 125% 
base pay

Target: 63% 
base pay

Max: 200% base pay

Performance period: three years

Holding period: five years from 
grant

MSR: 200% base 
pay

Holding 
requirement: 50% 
of the MSR for 12 
months after the 
termination date

Change 
from 2021

Base pay increased by 3.0% for 
the CEO and 7.4% for the CFO

CEO pension will reduce again 
this year from 12.5% to 10% of 
base pay from October 2021 
with a final reduction to 4% in 
January 2023

Policy 
maximum 
unchanged

Policy maximum unchanged

PSP grant issued at same levels 
as 2021 at 250% for CEO and 
175% for CFO

CEO has met 
MSR, CFO has 
not met MSR so 
50% of 2021 
annual bonus 
will be paid in 
shares

REMUNER ATION COMMIT TEE REPORT CONTINUED
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ANNUAL REPORT ON REMUNERATION
The following section of this Report provides details of the implementation of the Remuneration Policy for the Executive Directors for the year 
ended 30 September 2021. All of the information set out in this section of the Report has been audited, unless indicated otherwise.

Executive Directors (audited)
Total remuneration in 2021 and 2020

Johnny Thomson Barbara Gibbes

2021 
£000

2020 
£000

2021 
£000

20201

£000
2021 

£000
2020 
£000

Salary2 690 655 340 92 1,030 747

Taxable benefits3 25 24 19 5 44 29

Pension 86 104 14 4 100 108

Total fixed 801 783 373 101 1,174 884

Annual performance bonus 863 216 425 62 1,288 278

Long-term incentive plans – dividend equivalent (cash) 88 – – – 88 –

Long-term incentive plans – performance element 1,675 – – – 1,675 –

Long-term incentive plans – share appreciation element 1,815 – – – 1,815 –

Long-term share-based remuneration 3,490 – – – 3,490 –

Total variable 4,353 216 425 62 4,778 278

Single total figure 5,242 999 798 163 6,040 1,1,1,162

1 Barbara Gibbes joined the Group in the prior year on 2 March 2020 as CFO designate and was appointed CFO and Executive Director of the Company on 22 June 2020. The table above 
includes her salary, benefits and pension in the prior year for the period from 22 June 2020 to 30 September 2020 and also includes her annual performance bonus in the prior year which 
has been time prorated for the period from 2 March 2020 to 30 September 2020. 

2 Each of the Executive Directors voluntarily waived 20% of their base salary for the three-month period from April 2020 to June 2020.
3 Taxable benefits comprises cash allowance in lieu of a car, private medical, life assurance and income protection.

Executive Directors’ base salary (unaudited)
There was no base salary increase for Executive Directors from 1 October 2020. On 16 November 2021, the Committee approved a 3.0% increase 
in base salary for the CEO and 7.4% for the CFO from 1 October 2021. Explanations of how the Committee has considered remuneration in the 
workforce are in the Chairman’s letter on pages 67-69, along with the rationale for the CFO increase. 

Salary from 
1 October 

2021 
£000

Salary from 
1 October 

2020 
£000

Increase 
in salary

Johnny Thomson 711 690 3.0%
Barbara Gibbes 365 340 7.4%

Pension (audited)
The Executive Directors receive pension contributions from the Company. During 2021 and 2020, both Executive Directors took this as a cash 
allowance. None of the Executive Directors have a right to a Company Defined Benefit pension plan. Johnny Thomson has voluntarily 
committed to lowering his cash in lieu of pension from 12.5% of base salary to 10% of base salary from 1 October 2021 and from 1 January 2023, 
his pension contributions will be reduced further to 4% of base salary, in line with the majority of the UK workforce. 

2021 2020

Contribution 
rate % of 

base salary

Pension paid 
as cash 

£000

Contribution 
rate % of 

base salary

Pension paid 
as cash 

£000

Johnny Thomson 12.5 86 15 104
Barbara Gibbes1 4 14 4 4

1 Barbara Gibbes’ pension contributions in the prior year are for the period from 22 June 2020 to 30 September 2020.
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Annual performance bonus (audited)
Bonus payout for year ended 30 September 2021
The Board approves a stretching budget each year. For each performance measure threshold is minus 5% on budget, target is budget and 
maximum is plus 5% on budget. Based on the performance of the Group, the Executive Directors will receive 100% of their maximum bonus for 
the year ended 30 September 2021. The following table summarises the performance assessment by the Committee in respect of 2021 with 
regard to the Group financial objectives and the bonus awarded to each of the Executive Directors:

Performance measure Targets for 2021 Overall assessment against targets

Adjusted operating profit
(calculated on a constant currency basis)

50% of bonus opportunity

Minimum: £122m
On-target: £129m 
Maximum: £135m 

Adjusted operating profit for FY 2021 was 
£153.0m at FY 2020 exchange rates. The 
maximum threshold was met and the 
maximum award is payable. 

Revenue   
(calculated on a constant currency basis)

25% of bonus opportunity

Minimum: £678m 
On-target: £714m 
Maximum: £750m 

Revenue for FY 2021 was £809.7m at FY 2020 
exchange rates. The maximum threshold was 
met and the maximum award is payable.

Free cash flow  
(reported)

25% of bonus opportunity

Minimum: £72.5m
On-target: £76m
Maximum: £80m

Free cash flow for the year was £108.8m. The 
maximum threshold was met and the 
maximum award is payable.

Bonus awarded to each of the Executive Directors for year ended 30 September 2021

Base salary 2021 actual bonus – as a percentage of 2021 base salary 2021 bonus

£000 Minimum On-target Maximum
Financial 

objectives Total bonus £000

Johnny Thomson 690 5% 63% 125% 125% 125% 863
Barbara Gibbes 340 5% 63% 125% 125% 125% 425

In line with the Company’s Shareholding Policy, Johnny Thomson has met his minimum shareholding requirement (250%) and therefore his 
bonus for the year will be paid as cash; 50% of the 2021 bonus for Barbara Gibbes will be paid as cash and 50% will be deferred into shares until 
she reaches her minimum shareholding requirement (200%) set out in the Policy. 

Bonus awards for year ended 30 September 2022
In the financial year beginning 1 October 2021, the Annual Performance Bonus Plan will be based on the following metrics: 50% will be based on 
adjusted operating profit, 25% will be based on revenue (both metrics measured on a constant currency basis) and the remaining 25% will be 
based on free cash flow. The financial performance targets set for the Annual Performance Bonus Plan for this year will be disclosed in next 
year’s Annual Report & Accounts, due to their commercial sensitivity.

Long-term incentive awards (audited)
The Company’s long-term incentive plan is the Performance Share Plan (“PSP”).

Performance conditions
Set out below is a summary of the performance conditions that apply to the PSP awards which vest in 2021 (PSP (2018)), 2022 (PSP (2019)) and 
2023 (PSP (2020)). 

Vesting of the award is based 50% on growth in adjusted EPS and 50% on relative TSR performance. In addition, in order for any payment to be 
earned under the EPS element of awards vesting on or after 30 September 2022, the Committee must consider that a satisfactory level of 
ROATCE performance has been achieved. The ROATCE underpin will be measured as the reported ROATCE in the third year of the performance 
condition.

For the PSP 2021 as explained in the Chairman's letter on page 69, the performance condition will remain the same with the exception of the EPS 
targets, which will be 5% to 12% per annum. 

EPS
The performance condition for the PSP awards is that the average annual compound growth in the Company’s adjusted EPS, over the three 
consecutive financial years following the financial year immediately prior to the grant, must exceed the specified absolute figures. The 
performance targets are as follows:

Adjusted EPS growth (over three years)
% of awards 

vesting

14% p.a. 100
5% p.a. 25
Below 5% p.a. Nil

Where the Company’s adjusted EPS performance is between these percentage bands, vesting of the award is on a straight-line basis. For the 
purposes of this condition, EPS is adjusted EPS as defined in note 2 to the consolidated financial statements and this definition remains 
consistent with the definition of adjusted EPS approved by the Committee in previous years.

REMUNER ATION COMMIT TEE REPORT CONTINUED
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TSR
The performance condition compares the growth of the Company’s TSR over a three-year period to that of the companies in the FTSE 250 Index 
(excluding Investment Trusts). The performance targets are as follows:

% of awards 
vesting

Upper quartile 100
Median 25
Below median Nil

Where the Company’s TSR performance is between these percentage bands, vesting of the award is calculated based on ranking. The FTSE 250 
Index was chosen because this is a recognised broad equity market index of which the Company is a member.

Awards vesting in 2021 (audited)
The PSP award granted on 25 February 2019 (PSP (2018)) to Johnny Thomson, an Executive Director, was subject to the performance conditions 
as set out in the table above, independently assessed over a three-year period ended 30 September 2021. The outcome of this award is shown in 
the table below:

Adjusted earnings per share

Base EPS

EPS at  
30 Sep 

20211
CAGR  
in EPS

Maximum 
target

Maximum 
award

Vested  
award

PSP (2018) 56.4p 86.1p 15.1% 14% 50% 50%

1 The pre-IFRS 16 adjusted EPS figure has been used for the purposes of assessing the vesting criteria of the PSP (2018) award. It was explained in the 2020 DRR that the Committee intends to 
use this approach until the change in accounting standard reaches its three-year anniversary. 

Whilst the ROATCE underpin on the adjusted EPS vesting does not apply for the PSP (2018) award, the Committee has reviewed the ROATCE 
outturn and concluded that 17.4% is ahead of the Board’s expectations.

TSR growth against FTSE 250 (excluding Investment Trusts)
TSR at  
30 Sep  

2021 Median
Upper 

quartile
Maximum 

award
Vested  
award

PSP (2018) 32.9% p.a. 4.5% p.a.  13.9% p.a. 50% 50%

Set out below are the shares which vested to Johnny Thomson at 30 September 2021 in respect of this award.1 

Share price 
at date 

of grant 
pence

Share  
price at  

30 Sep 2021 
pence

Proportion  
of award 

vesting

Shares 
vested 

number

Performance 
element2 

£000

Share 
appreciation 

element3 
£000

Total 
£000

PSP (2018) 1,364 2,842 100% 122,801 1,675 1,815 3,490

1 Barbara Gibbes did not receive an award in 2018 because she was not yet employed.
2 The performance element represents the face value of awards that vested, having met the performance conditions set out above.
3 The share appreciation element represents the additional value generated through appreciation of the share price from the date the award was granted to the end of the three-year 

performance period on 30 September 2021. 

Dividend equivalent payments (audited)
Dividend equivalent payments of £87,803 (2020: £nil) are payable to Johnny Thomson in respect of the PSP (2018) award which vested on 
30 September 2021. At 30 September 2020, dividend equivalent payments of £26,992 were payable to the retiring finance director. 

Long-term incentive plan – awards granted in the year (audited)
Johnny Thomson and Barbara Gibbes received a grant of the PSP 2020 award on 23 November 2020, in the form of nil-cost options. This award 
was based on a share price of 2,306p, being the mid-market price of an ordinary share in the Company at close of business on the day 
immediately preceding the award. The award for Johnny Thomson was 250% of base salary and for Barbara Gibbes was 175% of base salary.

Under normal circumstances, the options will not become exercisable until the performance conditions are determined after the end of the 
three-year measurement period which begins on the first day of the financial year in which the award is made and provided the participating 
Director remains in employment. The level of vesting is dependent on the achievement of specified performance criteria at the end of the 
three-year measurement period. The performance conditions for this award are set out on pages 72-73. 

Outstanding share-based performance awards (audited)
Set out is a summary of the share-based awards outstanding at 30 September 2021, including both share awards which have vested during the 
year (based on performance) and share awards which have been granted during the year. The awards set out were granted based on a face 
value of 250% of base salary to Johnny Thomson and a face value of 175% (PSP (2020)) and 100% (PSP (2019)) of base salary to Barbara Gibbes; 
PSP (2019) being the prorated award for time served (including as CFO designate). No awards will vest unless the performance conditions set out 
on page 72-73 are satisfied.
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Diploma PLC 2011 and 2020 Performance Share Plan (audited)

Market price 
at date of 

award

Face value of 
the award at 
date of grant 

£000

End of 
performance 

period Vesting date

Shares over 
which  

awards held 
at 1 Oct  

2020

Shares over 
which 

awards 
granted 

during 
the year

Vested 
during the 

period

Lapsed 
during the 

period

Shares over 
which 

awards held 
at 30 Sep 

2021

Johnny Thomson
PSP (2018) 1,364p 1,675 30 Sep 2021 30 Sep 2021 122,801 – 122,801 – –
PSP (2019) 2,018p 1,725 30 Sep 2022 30 Sep 2022 85,481 – – – 85,481
PSP (2020) 2,306p 1,725 30 Sep 2023 30 Sep 2023 – 74,804 – – 74,804

Barbara Gibbes
PSP (2019) 1,755p 340 30 Sep 2022 30 Sep 2022 19,374 – – – 19,374
PSP (2020) 2,306p 595 30 Sep 2023 30 Sep 2023 – 25,802 – – 25,802

The PSP awards vest on the date on which the performance conditions are determined and confirmed by the Committee, following the end of 
the performance period. Shares will be held for a minimum of five years from grant date in line with the Policy. 

The PSP awards are granted in the form of nil-cost options (there is a notional exercise price of £1 per award). To the extent that the awards vest, 
the options are then exercisable until the tenth anniversary of the award date. Details of options exercised during the year and outstanding at 
30 September 2021 are set out below.

Chairman and non-Executive Directors’ remuneration (audited)
Individual remuneration for the year ended 30 September was as follows:

Total fees

2021 
£000

20205 
£000

John Nicholas 153 146
Charles Packshaw1 19 60
Andy Smith 65 62
Anne Thorburn2 72 62
Geraldine Huse3 53 35
Dean Finch4 19 –

1 The fee for Charles Packshaw was prorated following his retirement on 20 January 2021.
2 The fee for Anne Thorburn includes the prorated additional fee following her appointment as Senior Independent Director on 20 January 2021. 
3 The fee for Geraldine Huse was prorated in 2020 following her appointment on 20 January 2020.
4 The fee for Dean Finch was prorated in 2021 following his appointment on 21 May 2021.
5 Each of the non-Executive Directors agreed to a 20% reduction in their base fees in the prior year for the three-month period from April 2020 to June 2020.

The non-Executive Directors received a basic annual fee of £53,000 during the year and additional fees are paid of £12,000 (2020: £12,000) for 
chairing a Committee of the Board or £10,000 (2020: £10,000) for acting as Senior Independent Director. No additional fee for chairing a 
Committee of the Board is payable to the Chairman of the Company. The fees for non-Executive Directors are reviewed every year by the 
Board, taking into account their responsibilities and required time commitment. Aligned to the approach to the pay review for the Group and 
the Executive Directors there has been a 3% increase to non-Executive Director and Chairman fees from 1 October 2021. There were no taxable 
expenses for non-Executive Directors in 2021 and 2020.

The Company recently confirmed the appointment of David Lowden as Chairman designate. David joined the Board as a non-Executive 
Director on 19 October 2021 and will succeed John Nicholas as the Company’s Chairman at the conclusion of the AGM on 19 January 2022 when 
John will stand down from the Board having completed nearly nine years of service. A basic fee as non-Executive Director of £54,500 pro rata 
will be paid for the period from 19 October 2021 to 19 January 2022 and an all-inclusive annual fee of £275,000 pro rata will be paid on 
appointment as Chairman from 19 January 2022. The Company Chairman’s fee is explained in the Chairman's letter on page 69.

Executive Directors’ interests (audited)
In options over shares
In respect of nil-cost options granted under the PSP, the remuneration receivable by an Executive Director is calculated on the date that the 
options first vest. The remuneration of the Executive Directors is the difference between the amount the Executive Directors are required to pay 
to exercise the options to acquire the shares and the total value of the shares on the vesting date.

If the Executive Directors choose not to exercise the nil cost options on the vesting date (they may exercise the options at any time up to the day 
preceding the tenth anniversary of the date of grant), any subsequent increase or decrease in the amount realised will be due to movements in 
the underlying share price between the initial vesting date and the date of exercise of the option. This increase or decrease in value reflects an 
investment decision by the Executive Director and, as such, is not recorded as remuneration.

The nil-cost options outstanding at 30 September 2021 and the movements during the year are as follows:

Year of 
vesting

Options as at 
1 Oct 2020

Exercised 
in year

Vested 
during the 

year1

Options 
unexercised as 
at 30 Sep 2021

Exercise 
price2

Earliest 
normal 

exercise date Expiry date 

Johnny Thomson 2021 – – 122,801 122,801 £1 Nov 2021 Feb 2029

1 The closing price of an ordinary share on 30 September 2021 was 2,842p (2020: 2,202p).
2 All awards have a notional exercise price of £1 per award.

REMUNER ATION COMMIT TEE REPORT CONTINUED
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Directors’ interests in ordinary shares
As at 30 Sep 2021 As at 30 Sep 2020

Ordinary 
shares

Options 
vested but 

unexercised

Options with 
performance 

measures
Ordinary 

shares

Options 
vested but 

unexercised

Options with 
performance 

measures

Johnny Thomson 37,246 122,801 160,285 34,556 – 208,282
Barbara Gibbes 1,649 – 45,176 876 – 19,374

As set out on page 85, the Committee has set a minimum shareholding requirement of 250% for the CEO and at least 200% for other Executive 
Directors. Johnny Thomson has met his minimum shareholding requirement and Barbara Gibbes is still below her minimum. As of 30 September 
2021, Johnny Thomson’s shareholding was 421% of salary and Barbara Gibbes’ shareholding was 14% of salary. Barbara Gibbes’ shareholding will 
increase as a result of 50% of her 2021 bonus being deferred in shares. The shareholding calculation is in line with the Company’s Shareholding 
Policy and includes shares from vested PSP awards.

As of 22 November 2021, there have been no changes to these interests in ordinary shares of the Company.

Chairman and non-Executive Directors’ interest in ordinary shares (audited)
The non-Executive Directors’ interest in ordinary shares of the Company at the start and end of the financial year were as follows:

Interest in ordinary shares

As at 30 Sep 
2021

As at 30 Sep 
2020

John Nicholas 9,045 9,045
Charles Packshaw1 3,545 3,545
Andy Smith 7,545 7,545
Anne Thorburn 5,045 5,045
Geraldine Huse 2,045 2,045
Dean Finch – –

1 As at 20 January 2021.

As of 22 November 2021, there have been no changes to these interests in ordinary shares of the Company.

Remuneration in context
Chief Executive pay ratio (unaudited)
The table below sets out the Chief Executive pay ratios as at 30 September 2021.

The ratios compare the single total figure of remuneration of the CEO with the equivalent figures for the lower quartile (P25), median (P50) and 
upper quartile (P75) employees. Option A has been used as it is the most statistically accurate method, considered best practice by the 
Government and investors, and is directly comparable to the CEO’s remuneration.

The employee data was measured on 30 September 2021, using the most up-to-date bonus estimates. The approach used was the same as the 
single total figure methodology with the exception that bonus estimates were used and colleagues who work part time were converted to full 
time equivalent and those who worked part of the year were annualised.

Year Method
25th percentile 

pay ratio Median pay ratio
75th percentile 

pay ratio

2021 Option A 228:1 180:1 126:1

2020 Option A 44:1 35:1 24:1

Base salary
Ratio of base pay 
to CEO base pay

Total pay 
and benefits

CEO £690,000 n/a £5,242,000
25th percentile £20,904 33:1 £23,010
Median £26,302 26:1 £29,036
75th percentile £37,981 18:1 £41,523

The median pay ratio for employees represents the Group’s principles for workforce remuneration. A significant proportion of the CEO’s 
remuneration is delivered through variable pay, whereby awards are linked to financial performance and share price movements over the longer 
term. This means that the ratios will depend on variable pay outcomes and may fluctuate from year to year. The ratio has increased in 2021 
because the CEO has received maximum vesting on his PSP including share price growth of 208% and maximum annual bonus payment, which 
is 125% of base salary. In 2020, the CEO bonus was 31% of base salary and no PSP award was due to vest. 

However, the base pay ratio is consistent from 2021 to 2020. More detailed explanation of how the Committee has considered remuneration of 
the workforce in determining executive remuneration is contained in the Chairman's letter on pages 67 to 69. The Committee considers the 
executive remuneration approach to be appropriate in the context of this data. 
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Aligning pay with performance (unaudited)
The graph below shows the TSR performance of Diploma PLC for the ten-year period ended 30 September 2021 against the FTSE 250 Index 
(excluding Investment Trusts) as the Company is a member of this Index. The FTSE 250 Index was chosen because this is a recognised broad 
equity market index. 
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TSR is defined as the return on investment obtained from holding a company’s shares over a period. It includes dividends paid, the change in the 
capital value of the shares and other payments to or by shareholders within the period.

Chief Executive Officer remuneration compared with annual growth in TSR (unaudited)

Year Name

CEO single figure 
of total 

remuneration 
(£000)

Annual 
bonus 

against 
maximum 

opportunity

Actual share 
award 

vesting 
against 

maximum 
opportunity

Annual 
growth in TSR

2021 Johnny Thomson 5,242 100% 100% +32%
2020 Johnny Thomson 999 25% – +34%
2019 Johnny Thomson2 1,079 72% – +20%
2019 John Nicholas1 62 – – +20%
2018 John Nicholas1 14 – – +36%
2018 Richard Ingram2 235 – – +36%
2018 Bruce Thompson2 3,842 100% 99% +36%
2017 Bruce Thompson 2,258 100% 89% +24%
2016 Bruce Thompson 1,634 95% 45% +36%
2015 Bruce Thompson 1,139 51% 25% -1%
2014 Bruce Thompson 1,846 65% 61% +8%
2013 Bruce Thompson 2,401 33% 100% +42%
2012 Bruce Thompson 1,830 95% 100% +54%
2011 Bruce Thompson 1,701 100% 100% +16%

1 John Nicholas was not eligible for an annual bonus or share award for service as interim Executive Chairman for the period 28 August 2018 to 25 February 2019.
2 These amounts were prorated for the period served as CEO, with the exception of the annual bonus payable to Johnny Thomson, who joined the Company on 25 February 2019.

Relative importance of Executive Director remuneration (unaudited)
2021 

£m
2020 

£m
Change 

£m

Total employee remuneration 136.9 108.1 28.8
Total dividends paid 52.9 23.2 29.7

REMUNER ATION COMMIT TEE REPORT CONTINUED
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Percentage change in remuneration of Directors and employees (unaudited)
Set out below is the change over the prior financial year in base salary/fees, benefits, pension and annual performance bonus of the Board and 
the Group’s senior managers. Senior managers is a defined group of ca. 120 colleagues. The Committee chose senior managers for pay 
comparisons with the Board as it provided the most closely aligned comparator group, considering the global and diverse nature of the Group’s 
business. The figures for the Board are all on a full year basis to show the intended movement.

Base salary/fee change (%)2 Pension change (%) Taxable benefits change (%) Bonus change (%)

2021 vs 2020 2020 vs 2019 2021 vs 2020 2020 vs 2019 2021 vs 2020 2020 vs 2019 2021 vs 2020 2020 vs 2019

Executive Directors
Johnny Thomson3 no change +3 -17 +3 +4 no change +300 -64
Barbara Gibbes no change n/a no change n/a +7 n/a +300 n/a

Non-Executive Directors
John Nicholas no change +3 n/a n/a n/a n/a n/a n/a
Charles Packshaw no change +3 n/a n/a n/a n/a n/a n/a
Andy Smith no change +3 n/a n/a n/a n/a n/a n/a
Anne Thorburn4 11 +3 n/a n/a n/a n/a n/a n/a
Geraldine Huse no change n/a n/a n/a n/a n/a n/a n/a
Dean Finch n/a n/a n/a n/a n/a n/a n/a n/a

Employees of the Parent Company1 n/a n/a n/a n/a n/a n/a n/a n/a

Senior management team +1 +5 +1 +5 no change no change +77 -25

1 There are no employees of the Parent Company. 
2 This does not take account of the voluntary pay reduction in the prior year.
3 The reduction in pension was a voluntary reduction from 15% of base salary to 12.5% of base salary.
4 The increase for Anne Thorburn was the result of her appointment to Senior Independent Director on 20 January 2021. 

Pay-for-performance: Executive Directors’ potential value of 2022 remuneration packages

9
42
51

£807,000
£2,140,000
£3,473,000

Minimum
Target
Maximum

91
21334

26221
61 £4,362,000Stretch 20217

Johnny Thomson (%)

Base salary and bene�tsFixed: Pension
Annual performance bonusVariable: Long-term incentive plans

4
34
43

£399,000
£946,000

£1,494,000

Minimum
Target
Maximum

96
24241

31126
53 £1,813,000Stretch 25121

Barbara Gibbes (%)

1 Base salary is as at 1 October 2021; benefits are as set out on page 71.
2 Stretch is calculated on the same basis as the Maximum bar; however, it includes a share price uplift of 50% over three years for the PSP.

On-target remuneration assumes an Annual Performance Bonus Plan of 50% of the maximum for the Executive Directors. It has been assumed 
that a face value limit of 250% of base salary (CFO: 175%) applies to each PSP award. On-target vesting of PSP awards assumes an adjusted EPS 
growth of 8% p.a. and TSR performance which is equivalent to 50% of the maximum vesting under the PSP. Maximum remuneration assumes 
maximum annual performance bonus and maximum vesting of PSP awards. No dividend equivalents are assumed, and no share price growth is 
assumed other than in the Stretch bar.

GOVERNANCE
Remuneration Committee
The Committee is chaired by Andy Smith and comprises independent non-Executive Directors. Charles Packshaw retired as Senior Independent 
Director on 20 January 2021. The remaining members, John Nicholas, Anne Thorburn and Geraldine Huse, continue to serve on the Committee. 
Dean Finch joined the Committee on 21 May 2021. The Group CEO and the Group HR Director attend meetings at the invitation of the 
Committee to provide advice to help it make informed decisions. The Group Company Secretary attends meetings as Secretary to the 
Committee.

The Remuneration Committee Report
The Directors’ Remuneration Report and the Chairman’s Statement will continue to be subject to an advisory vote by shareholders at the 
2022 AGM.

Remuneration principles and structure
The Committee has adopted remuneration principles which are designed to ensure that executive remuneration:

• is aligned to the business strategy and promotes the long-term success of the Company;
• supports the creation of sustainable long-term shareholder value;
• provides an appropriate balance between remuneration elements and includes performance-related elements which are transparent, 

stretching and rigorously applied;
• provides an appropriate balance between immediate and deferred remuneration; and
• encourages a high-performance culture by ensuring performance-related remuneration constitutes a substantial proportion of the 

remuneration package and by linking maximum payout opportunity to outstanding results.

These principles apply equally to those of senior management and align to those of the wider workforce.
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Key duties and focus in 2021
The Committee agrees, on behalf of the Board, all aspects of the remuneration of the Executive Directors, and agrees the strategy, direction 
and policy framework for the remuneration of the senior executives who have a significant influence over the Group’s ability to meet its strategic 
objectives. The Committee also oversees all workforce remuneration policies.

The Committee’s roles and responsibilities are set out in its Terms of Reference, which are reviewed annually and approved by the Board. The 
Terms of Reference are available on Diploma PLC’s website at www.diplomaplc.com/governance/constitutional-documents.

The Committee’s key responsibilities and focus during the year have been:

• Approved Remuneration Committee work programme for 2021.
• Reviewed the AGM 2021 votes.
• Conducted extensive shareholder engagement following the voting outcome on the 2020 Remuneration Committee Report.
• Approved annual performance bonus targets and the subsequent bonus awards for 2021.
• Approved new PSP awards to Executive Directors and confirmed the performance conditions for such awards.
• Confirmed the vesting percentages for the PSP (2018) which crystallised in 2021.
• Reviewed Executive Directors’ salaries, pensions and benefits.
• Reviewed the fees of the Chairman and non-Executive Directors, including oversight of non-Executive Director changes.
• Planning for the appointment of a new Chairman; appointment was confirmed in first few weeks of FY 2022.
• Reviewed remuneration framework for executive management and senior management in the operating businesses.
• Reviewed workforce remuneration framework. 
• Approved the 2021 Remuneration Committee Report.

Services from external advisors (unaudited)
The Committee ran a tender process in January 2021 and appointed Willis Towers Watson to provide advice and assist on remuneration matters. 
There was some residual work completed by Alvarez & Marsal Taxand UK LLP prior to the appointment of Willis Towers Watson. Stephenson 
Harwood LLP provided advice on the 2020 DRR. Going forward, legal advice will be provided to the Committee by the Company’s appointed 
lawyers Simmons & Simmons LLP. The fees are agreed in advance with the advisor, based on the scope of work. All advisors are selected by the 
Committee based on their technical expertise and independence. None of the advisors have any relationship with any Director and the 
Committee is satisfied that the services of advisors are independent, which it validates by checking that the advisors are not providing other 
services to the Company. Details are shown in the table below: 

Advisor Appointed by Services provided to the Committee

Other services 
provided to the 

Company Fees (£) 

Willis Towers Watson Committee Remuneration advice None 41,123
Alvarez & Marsal Taxand UK LLP Committee Remuneration advice None 12,873
Stephenson Harwood LLP Committee Legal and remuneration advice None 7,600

Shareholder voting at previous Annual General Meeting (unaudited)
The Director's Remuneration Policy was approved by shareholders at the AGM held on 15 January 2020 and the Remuneration Committee’s 
Annual Report (“Report”) for the year ended 30 September 2020 was approved by shareholders at the AGM held on 20 January 2021, with the 
following votes being cast:

Policy 2020 Report

Votes for 60,768,041 79.98% 55,418,505 54.33%
Votes against 15,209,003 20.02% 46,588,460 45.67%
Withheld 21,745,098 – 1,261,627 –

At the AGM in January 2021, the 2020 DRR was approved with 54.33% of votes in favour. In accordance with the Investment Association 
Guidelines, the Group consulted shareholders and the main proxy advisory agents after the AGM. We published our response to the consultation 
on the Investment Association Register in June. 

In summary, the main issue was the Committee’s decision to allow early vesting of PSP awards for the retiring Finance Director, Nigel Lingwood. 
The circumstances relating to his retirement after 19 years of service were unique and will not recur. Nonetheless, the Committee notes 
shareholders’ views and has reconfirmed that it does not intend to apply such discretion to PSP awards in the future.

A second concern that was raised by some shareholders was the lack of clear statement about Johnny Thomson’s pension. This issue has been 
addressed in this year’s report and Johnny’s pension contribution will reduce to 4% with effect from 1 January 2023, which is in line with the 
majority of the UK workforce.

Chairman and non-Executive Directors’ letters of appointment
Date of original 

appointment
Date of 

re-election Expiry of term

John Nicholas 1 Jun 13 19 Jan 22 1 Jun 22
David Lowden 19 Oct 21 19 Jan 22 19 Oct 24
Andy Smith 9 Feb 15 19 Jan 22 9 Feb 24
Anne Thorburn 7 Sep 15 19 Jan 22 7 Sep 24
Geraldine Huse 20 Jan 20 19 Jan 22 20 Jan 23
Dean Finch 21 May 21 19 Jan 22 21 May 24
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Provision 40 table
The following table summarises how the Remuneration Policy fulfils the factors set out in provision 40 of the 2018 UK Corporate Governance Code.

Clarity
Remuneration arrangements should be transparent and promote 
effective engagement with shareholders and the workforce.

Example: the structure of the Annual Performance Bonus Plan is 
completely based on financial metrics which align with published 
accounts.

The Committee is committed to providing open and transparent 
disclosures to shareholders, the workforce and other stakeholders with 
regard to executive remuneration arrangements.

The Committee determines the Remuneration Policy and agrees the 
remuneration of each Executive Director as well as the remuneration 
framework for other senior managers. The effectiveness of the 
Remuneration Policy and its alignment with the strategy is reviewed 
annually, unless circumstances require additional review, and all 
variable pay schemes are established and kept under review by the 
Committee.

The Remuneration Report sets out the remuneration arrangements 
for the Executive Directors in a clear and transparent way.

Simplicity
Remuneration structures should avoid complexity and their rationale 
and operation should be easy to understand.

Example: variable pay for Executive Directors is a simple Annual 
Bonus Plan and a Performance Share Plan.

Our remuneration arrangements for Executive Directors, as well as 
those throughout the organisation, are simple in nature and well 
understood by participants.

The structure for Executive Directors consists of fixed pay (salary, 
benefits, pension) and variable pay (annual bonus plan and a 
long-term incentive plan, the PSP).

Risk
Remuneration arrangements should ensure reputational and other 
risks from excessive rewards, and behavioural risks that can arise from 
target-based incentive plans, are identified and mitigated.

Example: the ROATCE underpin in the PSP reduces risk of low quality 
earnings.

Targets are reviewed to ensure they do not encourage excessive risk 
taking.

Malus and clawback provisions also apply to both the annual bonus 
and long-term incentive plans.

Members of the Committee are provided with regular briefings on 
developments and trends in executive remuneration.

Predictability
The range of possible values of rewards to individual Directors and any 
other limits or discretions should be identified and explained at the 
time of approving the Policy.

Example: variable pay maximums are set out in the Policy.

The potential value and composition of the Executive Directors’ 
remuneration packages at below threshold, target and maximum 
scenarios are provided in the relevant policy.

Proportionality
The link between individual awards, the delivery of strategy and the 
long-term performance of the Company should be clear. Outcomes 
should not reward poor performance.

Example: 95% of budget must be achieved to trigger payment of 
Annual Performance Bonus; 95% of budget only results in 5% 
payment.

Annual bonus payments and PSP awards require robust performance 
against challenging conditions that are aligned to the Company’s 
strategy.

The Committee has discretion to override formulaic results to ensure 
that they are appropriate and reflective of overall performance.

Alignment to culture
Incentive schemes should drive behaviours consistent with company 
purpose, values and strategy.

Example: one of the Diploma values is continuous improvement; 
continuous improvement is required each year to reach remuneration 
targets.

The variable incentive schemes and performance measures are 
designed to be consistent with the Group’s purpose, values and 
strategy.
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The Policy Table set out below summarises the key components of reward for the Executive Directors of Diploma PLC that will govern the 
Company’s intentions as regards future payments. More detailed descriptions of the incentive plans are given in the subsequent sections.

The Remuneration Policy applies to our Executive and non-Executive Directors. The Remuneration Policy was approved by shareholders at the 
Annual General Meeting held on 15 January 2020 and is effective for three years. We have included below the Policy table which we consider to 
be the most helpful section of the Policy for investors. The full and original version of the Policy as approved by shareholders is available at 
diplomaplc.com/media/1353/directors-remunerationpolicy.pdf

Executive Directors

Component Purpose and link to strategy Operation Maximum opportunity Performance metrics

Base salary To attract and retain 
people of the calibre 
and experience 
needed to develop and 
execute the 
Company’s strategy.

Salaries are reviewed annually, with 
changes normally effective from 
1 October.

There is no maximum limit 
set. Salaries will be market 
competitive to retain skilled 
executive talent and attract 
new talent as required.

Salary increases will 
generally be no higher than 
those awarded to other 
employees, although the 
Committee retains 
discretion to award larger 
increases if it considers it 
appropriate.

Salary levels and increases 
are determined based on a 
number of factors, including 
individual and business 
performance, level of 
experience, scope of 
responsibility, salary 
increases both for UK 
employees and for the senior 
management cadre more 
generally and the 
competitiveness of total 
remuneration against 
companies of a similar size 
and complexity.

Pensions Designed to be fair. Pension contributions can either be paid 
directly into a personal pension savings 
scheme or taken as a separate cash 
allowance.

For current Executive 
Directors’ pension 
contributions of up to 15% 
of salary.

Pension contributions for 
new Executive Director 
appointments will be no 
higher than the rate offered 
to the majority of our UK 
workforce, which is 
currently 4% of salary.

No performance metric.

Benefits To provide a 
competitive package 
of benefits.

Includes various cash/non-cash benefits 
such as: payment in lieu of a company 
car, life assurance, income protection, 
annual leave, medical insurance. The 
Committee may offer any additional 
benefits it considers appropriate in line 
with the interests of the Company and 
local market practice. Any renewable 
business related expenses (including tax 
thereon) can be reimbursed if 
determined to be a taxable benefit.

No maximum limit is 
prescribed, but the 
Committee monitors 
annually the overall cost of 
the benefit provision.

No performance metric.

Annual 
Performance 
Bonus Plan

To incentivise and 
reward Executive 
Directors on the 
achievement of the 
annual budget and 
other business 
priorities for the 
financial year.

Provides an opportunity for additional 
reward based on annual performance 
against targets set and assessed by the 
Committee.

Where shareholding guidelines have 
not been met, half of any annual bonus 
awarded (net of tax) will be deferred 
in shares, but will remain eligible for 
dividends. The remaining bonus shall 
be paid in cash following the relevant 
year end.

Malus and clawback provisions apply to 
bonus awards.

The Committee may amend the 
formulaic outcome should it not be a fair 
reflection of the Company’s underlying 
performance or in exceptional 
circumstances.

Maximum of 125% of base 
salary for the Executive 
Directors.

Performance below 
threshold results in zero 
payment. On-target bonus 
is 50% of maximum bonus 
and threshold performance 
is 5% of base salary.

Performance metrics are 
selected annually based on 
the current business 
objectives. The majority of 
the bonus will be linked to 
financial performance.

Different performance 
measures, including personal 
objectives, may be used for 
future cycles to take into 
account changes in the 
business strategy. Personal 
objectives, if used, will 
account for no more than 
20% of the bonus.

REMUNER ATION COMMIT TEE REPORT CONTINUED
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Component Purpose and link to strategy Operation Maximum opportunity Performance metrics

Long-Term 
Incentive 
Plan – PSP 
Award

Incentivise Executive 
Directors to achieve 
superior returns and 
long-term value 
growth.

Performance assessed over rolling 
three-year performance periods.

Awards are discretionary and do not vest 
until the date on which the performance 
is measured. If employment ceases 
during a three-year performance period, 
awards will normally lapse except in the 
case of a “good leaver”.

The Committee expects that typically 
awards of 250% will be made to the 
CEO, and awards of up to 200% will be 
made to the other Executive Directors.

For awards granted after 17 January 
2018, Executive Directors are required 
to retain shares vesting under the PSP 
(net of tax) until the fifth anniversary 
of grant.

Awards may include dividend 
equivalents which are cash bonuses or 
shares in lieu of dividends foregone on 
vested shares, from the time of award 
up to the time of vesting.

Malus and clawback provisions apply.

The Committee may amend the 
formulaic outcome should it not be a fair 
reflection of the Company’s underlying 
performance or in exceptional 
circumstances.

The maximum opportunity 
as a percentage of salary is 
250% for the CEO and 
200% for other Executive 
Directors for each award 
made under the 2020 PSP.

No more than 25% of the 
award will be payable at 
threshold performance.

Awards will be granted 
subject to a combination of 
financial measures 
(including, for example, 
adjusted EPS, ROATCE and 
TSR), tested over a period of 
at least three years.

The Committee may change 
the weighting of the 
performance measures or 
introduce new performance 
measures for future awards, 
so that they are aligned with 
the Company’s strategic 
objectives.

Chairman and non-Executive Directors

Component Purpose and link to strategy Operation Maximum opportunity Performance metrics

Chairman and 
non-Executive 
Directors’ fees

To attract and retain a 
Chairman and 
independent non-
Executive Directors of the 
required calibre and 
experience.

Paid quarterly in arrears 
and reviewed each year.

Any reasonable business 
related expenses (including 
tax thereon) if determined 
to be a taxable benefit can 
be reimbursed.

The Chairman’s and 
non-Executive Directors’ 
fees are determined by 
reference to the time 
commitment and relevant 
benchmark market data.

Annual Board evaluation.
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Executive Directors
Base salary
Salary levels are determined based on a number of factors, including 
individual calibre and experience, their latest pay package, scope of 
responsibility and competitiveness of total remuneration against 
companies of a similar size and complexity.

In determining the annual base salary increases which apply from 
1 October, the Committee considers a number of factors, including 
individual and business performance, scope of responsibility, 
comparative salaries in companies of a similar size and complexity 
and the range of remuneration increases applying across the Group.

The Committee also takes into account the salary increases applying 
across the senior management cadre. This comparator group 
comprises ca. 110 senior managers across the Group’s businesses. This 
senior management cadre has been chosen as a representative 
group, as it provides a meaningful comparison considering the global 
and diverse nature of the Group’s businesses.

Annual performance bonus
The Diploma PLC Annual Performance Bonus Plan is designed to 
reward the Executive Directors for meeting stretching annual 
performance targets. The level of bonus payable for achieving the 
minimum target is 5% of base salary. No bonus is payable if 
performance does not meet the minimum target.

At the start of the financial year the Committee agrees the 
performance measures for the Annual Performance Bonus Plan for 
the year ahead based on agreed financial targets for the business.

The 2020 Annual Performance Bonus Plan saw a diversification of 
performance measures to better align with the Company’s objectives 
under Johnny Thomson’s leadership as CEO. Group adjusted 
operating profit at constant currency remains the key deliverable and 
accounts for 50% of the bonus. 25% of the bonus is based on revenue 
performance at constant currency and 25% is based on free cash 
flow. Threshold will be reached at minus 5% on budget, on-target will 
be budget and maximum will be plus 5% on budget. This structure has 
remained consistent since 2020.

As part of the Policy, the Committee has discretion to override 
formulaic outcomes and amend payouts under the Annual Bonus 
Plan, should it determine that either it is not a fair reflection of the 
underlying performance of the business over the relevant 
performance period or in exceptional circumstances.

The definition of adjusted operating profit is consistent with the 
Group’s financial statements (see note 2 to the consolidated financial 
statements). However, the Committee has discretion to make 
amendments to take account of changes in accounting policy and/or 
material operational, market, exchange rate or environmental factors 
in order to more appropriately reflect management performance.

At the end of the financial year, the Committee meets to assess the 
performance of each Executive Director against the objectives. 
Bonuses are normally paid in cash in December. The Policy requires 
that 50% of any bonus awarded for the financial year ended 
30 September is deferred on a net of tax basis into shares until 
minimum shareholding requirement levels have been met. 

Long-term incentive – Performance Share Plan (“PSP”)
The Company operates a long-term incentive award plan for Executive 
Directors, being the Diploma PLC PSP. The PSP is designed to promote 
the long-term success of the Company, while also aligning the 
Directors’ interests with those of Diploma PLC shareholders. 

Shareholders approved a new PSP, based on the 2011 PSP but updated 
to reflect changes in policy and best practice developments at the 
2020 AGM (“2020 PSP”).

The PSP provides for a grant of conditional awards of a specified 
number of ordinary shares in the Company, or an option to acquire a 
specified number of shares at an exercise price determined by the 
Committee (which may be nil or a nominal amount). No payment is 
required for the grant of an award.

Awards, which are normally granted annually, must generally be 
made within 42 days after the announcement of the Company’s 
annual results. When making the decision on the level of award, the 
Committee takes into consideration a number of factors, including 
the face value of the award and plan dilution limits.

The face value of an award is equal to the number of shares, or shares 
under option, multiplied by the relevant share price. The relevant share 
price will be the mid-market closing share price on the dealing day 
before the award. Normal awards are expected to be at 250% of 
salary for the CEO and up to 200% of salary for other Executive 
Directors.

All awards will normally vest on the date on which the performance 
conditions are determined and confirmed by the Committee, 
following the end of the performance period. The vesting of awards is 
conditional on continued employment and the fulfilment of the 
agreed performance measures.

The performance conditions apply to each award so that the vesting 
of 50% of the award is based on growth in adjusted EPS and 50% of 
the award is based on the relative TSR performance, in both cases 
measured over a three-year period. These measures align with our 
long-term goal of value creation for shareholders through underlying 
financial growth and above-market shareholder returns.

The Committee believes that these continue to be the right measures 
to assess the delivery of the Board’s updated strategy. Reflecting 
the importance of ROATCE, the Company introduced a ROATCE 
underpin on the adjusted EPS element which will ensure adjusted 
EPS growth is in the best interests of shareholders. This will be 
measured as the reported ROATCE against an agreed target in the 
third year of the performance condition; effective for awards issued 
after 15 January 2020.

Each performance condition is measured over a three-year period 
commencing on the first day of the financial year in which the award 
is made. There is no retesting of the performance metrics. At the 
minimum performance threshold, 25% of the PSP awards will vest.

The Committee will regularly monitor the continuing suitability of the 
performance conditions and may impose different performance 
conditions or targets for awards granted in subsequent years, to align 
with the Company’s strategic objectives and having regard to 
prevailing market practice.

REMUNER ATION COMMIT TEE REPORT CONTINUED
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As part of the Policy the Committee has discretion to override 
formulaic outcomes and amend payments under the PSP, should 
it determine it is either not a fair reflection of the underlying 
performance of the business over the relevant performance period, 
or in exceptional circumstances.

The Committee may decide, on or before the grant of a share 
incentive award, that on exercise of the award, the participants may 
receive, in addition to the shares in which they then become entitled, 
a dividend equivalent in respect of the dividends (excluding any tax 
credit) which would have been paid to the participant in respect of 
shares vesting between the date of the award and the end of the 
holding period, or if earlier, the date of exercise. These dividend 
equivalent payments may be made in cash or in an equivalent 
number of shares.

For awards granted after 17 January 2018, Executive Directors are 
required to retain shares vesting under the PSP (net of tax) until the 
fifth anniversary of grant (“the Holding Period”), in order to provide 
longer-term shareholder alignment. The Holding Period continues 
to apply to post-cessation of employment and shall expire on the 
earliest of:

• the fifth anniversary of the date of grant of an award;
• the date of a change of control event;
• the death of the participant; or
• such other date as determined by the Committee in its discretion.

Service contracts
The Executive Directors’ service contracts, including arrangements for 
early termination, are carefully considered by the Committee and are 
designed to recruit, retain and motivate Directors of the calibre 
required to manage the Company and successfully deliver its 
strategic objectives.

The Committee considers that a rolling contract with a notice period 
of one year is appropriate for existing and newly appointed Directors.

The Executive Directors’ service contracts, copies of which are held at 
the Company’s registered office, together with any service contract 
for new appointments, contain provisions for compensation in the 
event of early termination or change of control, equal to the value of 
salary and contractual benefits for the Director’s notice period. The 
Company may make a payment in lieu of notice in the event of early 
termination and the Company may make any such payment in 
instalments with the Director being obliged in appropriate 
circumstances to mitigate loss (for example by gaining new 
employment).

The Committee considers that these provisions assist with recruitment 
and retention and that their inclusion is therefore in the best interests 
of shareholders.

Details of the service contracts of the Executive Directors who served 
during the year are set out below:

Contract date
Unexpired 

term
Notice 
period

Compensation 
payable upon 

early 
termination

Johnny Thomson 15 Jan 2019 Rolling 1 year 1 year
Barbara Gibbes1 5 Feb 2020 Rolling 1 year 1 year

1 Barbara Gibbes started as CFO designate on 2 March 2020 and was appointed to the 
Board as CFO on 22 June 2020.

Payment for loss of office
The Committee has considered the Company’s policy on 
remuneration for Executive Directors leaving the Company and is 
committed to applying a consistent approach to ensure that the 
Company pays no more than is fair and reasonable in the 
circumstances.

The loss of office payment policy is in line with market practice and 
will depend on whether the departing Executive Director is, or is 
deemed to be treated as, a “good leaver” or a “bad leaver”. In the 
case of a “good leaver” the Policy includes:

• Notice period of 12 months’ base salary, pension and contractual 
benefits or payment in lieu of notice.

• Bonus payable for the period worked, subject to achievement of the 
relevant performance condition. Different performance measures 
(to the other Executive Directors) may be set for a departing 
Director as appropriate, to reflect any change in responsibility.

• Vesting of award shares under the Company’s long-term incentive 
plan is not automatic and the Committee would retain discretion to 
allow partial vesting depending on the extent to which performance 
conditions had been met and the length of time the awards have 
been held. Time prorating may be disapplied if the Committee 
considers it appropriate, given the circumstances. For awards 
granted prior to 17 January 2018, performance will be measured to 
the date of cessation of employment and, to the extent applicable, 
vest shortly thereafter. For awards granted after 17 January 2018, 
performance will be normally measured to the end of the normal 
performance period and, to the extent applicable, vest on the 
normal vesting date, save in exceptional circumstances when the 
Committee may determine that early vesting should still apply.

• The Committee will provide for the leaver to be reimbursed for a 
reasonable level of legal fees in connection with a settlement 
agreement and outplacement services, where appropriate.

When calculating termination payments, the Committee will take into 
account a variety of factors, including individual and Company 
performance, the obligation for the Executive Director in appropriate 
circumstances to mitigate loss (for example, by gaining new 
employment) and the Executive Director’s length of service.

The Committee reserves the right to make additional exit payments 
where such payments are made in good faith in discharge of an 
existing legal obligation (or by way of damages for breach of such an 
obligation) or by way of settlement or compromise of any claim 
arising in connection with the termination of a Director’s office or 
employment.

Change of control
Change of control provisions provide for compensation equal to the 
value of salary and contractual benefits for the notice period. In the 
event of a change in control, vesting of an award of shares under the 
Company’s PSP depends on the extent to which performance 
conditions had been met at that time. Time prorating may be 
disapplied if the Committee considers it appropriate, given the 
circumstances of the change of control.
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Malus and clawback
Malus provisions apply to all awards made under the Company’s 
long-term incentive and annual bonus plans which give the 
Committee the right to cancel or reduce unvested share awards (or in 
the case of the Annual Performance Bonus Plan, cash payments) in 
the event of material misstatement of the Company’s financial 
results, miscalculation of a participant’s entitlement, individual gross 
misconduct or of corporate failure (resulting in a liquidation or the 
appointment of administrators).

The clawback arrangements permit the Committee to recover 
amounts paid to Executive Directors in specified circumstances and 
further safeguard shareholders’ interests.

Remuneration for new appointments
The Committee has determined that new Executive Directors will 
receive a compensation package in accordance with the terms of the 
Group’s approved Policy in force at the time of appointment.

The Committee has agreed the following principles that will apply 
when arranging a remuneration package to recruit new Executive 
Directors:

• The remuneration structure will be kept simple where practicable, 
hence the use of base salary, benefits, pension (or cash allowance in 
lieu), annual performance bonus and long-term incentives.

• The emphasis on linking pay with performance shall continue; 
hence the use of variable pay in the form of an annual performance 
bonus and a long-term incentive award, which will continue to be a 
significant component of the Executive Directors’ total 
remuneration package.

• Initial base salary will take into account the experience and calibre 
of the individual and their existing remuneration package. Where it 
is appropriate to offer a lower salary initially, a series of increases to 
the desired salary positioning may be given over subsequent years 
subject to individual performance.

• The structure of variable pay will be in accordance with Diploma’s 
approved Policy detailed above with a maximum aggregate 
variable pay opportunity of 375% of salary for the CEO and 325% 
for other Executive Directors. Different performance measures may 
be set in the first year for the annual bonus, taking account of the 
responsibilities of the individual and the point in the financial year 
that the executive joined the Company.

• Benefits will generally be provided in accordance with the approved 
Policy, with relocation expenses/an expatriate allowance paid, if 
appropriate.

• In the case of an external recruitment, the Committee may also 
offer additional cash and/or share-based elements when it 
considers these to be in the best interests of Diploma and 
shareholders, to replace variable remuneration awards or 
arrangements that an individual has foregone in order to join the 
Group. This includes the use of awards made under section 9.4.2 of 
the UK Listing Rules. Any such payments would take account of the 
details of the remuneration foregone including the nature, vesting 
dates and any performance requirements attached to that 
remuneration and any payments would not exceed the expected 
value being forfeited.

• In the case of an internal appointment, any outstanding variable 
pay awarded in relation to the previous role will be allowed to pay 
out according to the terms of grant.

• For all new Executive Director appointments, the mandated 
shareholding requirement, deferral of annual performance bonus 
and the Holding Period for PSP awards will apply in accordance 
with the Policy and the relevant Plan rules.

• Fees for a new Chairman or non-Executive Director will be set in line 
with the approved Policy.

Committee discretion
The Committee operates the Annual Performance Bonus Plan and the 
Performance Share Plan (“the Plans”) in accordance with the relevant 
Plan rules and, where appropriate, the Listing Rules and HMRC 
legislation.

The Committee will exercise its powers in accordance with the terms 
of the relevant Plan rules. The Committee also has discretions to set 
components of remuneration within a range from time to time as set 
out in the maximum opportunity sections of the Policy Table.

The Committee retains discretion over a number of areas relating to 
the operation and administration of the Plans. These include, but are 
not limited to:

• selecting the participants for the annual bonus and PSP awards;
• timing of awards and grants of setting performance criteria 

each year;
• determining the quantum of grants and/or payments (within the 

limits set out in the Policy Table);
• adjusting the constituents of the TSR comparator group;
• determining the extent of vesting based on the assessment of 

performance;
• overriding formulaic outcomes and amending payouts under the 

Annual Bonus Plan and for PSP should it determine that either it is 
not a fair reflection of the underlying performance of the business 
or in exceptional circumstances;

• applying or disapplying time prorating;
• dealing with leavers;
• discretion to waive or shorten the Holding Period for shares 

acquired under the PSP;
• discretion to retrospectively amend performance targets in 

exceptional circumstances, including making the appropriate 
adjustments required in certain circumstances (e.g. rights issues, 
corporate restructuring events, variation of capital and special 
dividends); and

• in respect of share awards, to adjust the number of shares subject 
to an award in the event of a variation in the share capital of the 
Company.

Dilution
In any ten-year period, the number of shares which are or may be 
issued under option or other share awards under any discretionary 
share plan established by the Company may not exceed 5% of the 
issued ordinary share capital of the Company from time to time. In 
any ten-year period, the aggregate number of shares which are or 
may be issued under option, or other share awards under all share 
plans established by the Company, may not exceed 10% of the issued 
ordinary share capital of the Company, from time to time.

Consultation with shareholders
The Committee will consult with its major shareholders in advance of 
any significant changes to the approved Policy or exercise of 
discretion, as appropriate, to explain their approach and rationale 
fully and to understand shareholders’ views. Additionally, the 
Committee considers shareholder feedback received in relation to 
each AGM alongside any views expressed during the year. The 
Committee also reviews the executive remuneration framework in the 
context of published Investor Guidelines or appropriate regulation 
including the UK Corporate Governance Code.

REMUNER ATION COMMIT TEE REPORT CONTINUED
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Policy in respect of external board appointments for 
Executive Directors
The Committee recognises that external non-executive directorships 
may be beneficial for both the Company and Executive Director. At 
the discretion of the Board, Executive Directors are permitted to retain 
fees received in respect of any such non-executive directorship.

Employee and post-employment shareholding requirements
The Committee has adopted shareholding requirements for Executive 
Directors, to encourage substantial long-term share ownership. These 
specify that, over a period of five years from the date of appointment, 
each Executive Director should build up and then retain a holding of 
shares with a value equivalent to 250% of base salary in the case of 
the CEO, and for other Executive Directors, to 200% of base salary 
(“the MSR”).

Vested PSP awards and deferred annual bonus payments which are 
issued as shares must be retained until the required shareholding level 
is reached.

As explained in the long-term incentive award section on page 81, 
Executive Directors are required to hold shares vesting under the PSP 
(net of tax) until the fifth anniversary of the grant (“the Holding 
Period”). The Holding Period applies to post-cessation of employment 
except where cessation is by reason of death, if there is a change of 
control, or the Committee exercises its discretion.

In addition, a post-cessation shareholding requirement is being 
introduced of 50% of the MSR for 12 months after the termination 
date (or if less than the MSR, the value of shares held at the cessation 
date). Post-cessation holding will apply to shares which are granted 
under the PSP after the approval of the 2020 Policy.

Chairman and non-Executive Directors
Recruitment and term
The Board aims to recruit non-Executive Directors of a high calibre, 
with broad and diverse commercial, international, sectoral or other 
relevant experience. Non-Executive Directors are appointed by the 
Board on the recommendation of the Nomination Committee. 
Appointments of the non-Executive Directors are for an initial term of 
three years, subject to election by shareholders at the first AGM 
following their appointment and subject to annual re-election 
thereafter. The terms of engagement are set out in letters of 
appointment which can be terminated by either party serving three 
months’ notice.

Fees
The non-Executive Directors are paid a competitive basic annual fee 
which is approved by the Board on the recommendation of the 
Chairman and the Executive Directors. The Chairman’s fee is 
approved by the Committee, excluding the Chairman. Additional fees 
may also be payable for chairing a Committee of the Board, for 
acting as Senior Independent Director, or in respect of any other 
material additional responsibilities taken up. Fees are reviewed each 
year and take account of the fees paid in other companies of a similar 
size and complexity, the responsibilities of the role and the required 
time commitment.

If there is a temporary yet material increase in the time commitments 
for non-Executive Directors, the Board may pay extra fees on a pro 
rata basis to recognise the additional workload.

The non-Executive Directors are not eligible to participate in any of 
the Company’s share plans, incentive plans or pension schemes and 
there is no provision for payment in the event of early termination.
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DIREC TORS’ REPORT

This section comprises information which the Directors are required by 
law and regulation to include within the Annual Report & Accounts. 
The Directors who held office during the year are set out on pages 52 
and 53.

Shareholders
Incorporation and principal activity
Diploma PLC is domiciled in England and registered in England and 
Wales under Company Number 3899848. At the date of this report 
there were 124,616,170 ordinary shares of 5p each in issue, all of which 
are fully paid up and quoted on the London Stock Exchange.

The principal activity of the Group is the supply of specialised 
technical products and services. A description and review of the 
activities of the Group during the financial year including the 
Company’s business model and strategy, principal risks and 
uncertainties facing the Group and how these are managed and 
mitigated, together with an indication of future developments is set 
out in the Strategic Report on pages 1 to 49, which incorporates the 
requirements of the Companies Act 2006 (“the Act”).

Annual General Meeting
The Annual General Meeting (“AGM”) will be held at midday on 
Wednesday, 19 January 2022 in the Great Hall, The Charterhouse, 
Charterhouse Square, London EC1M 6AN. The Notice of the AGM, 
which is a separate document, will be sent to all shareholders and will 
be published on the Diploma PLC website.

Substantial shareholdings
At 30 September 2021, the Company had received formal 
notifications of the following holdings in its ordinary shares in 
accordance with the requirements of the Financial Conduct 
Authority’s Disclosure Guidance and Transparency Rules (“DTRs”):

Percentage of 
ordinary shares 

(September 2021)

Percentage  
of ordinary  

share capital  
(November 2021)

Mawer Investment Management Limited 9.80 No change
Capital Research Global Investors 10.06 11.01
Royal London Group 4.95 No change
The Vanguard Group, Inc 3.42 No change
Mondrian Investment Partners Limited 3.14 No change

There have been no changes in the interests notified to the Company 
pursuant to the DTRs up to the date of this report.

Share capital
The rights attaching to the Company’s ordinary shares, as well as the 
powers of the Company’s Directors, are set out in the Company’s 
Articles of Association (“the Articles”), a copy of which is available on 
the Company’s website. The Articles may be amended by special 
resolution of the Company’s shareholders.

Shareholders
Shareholders are entitled to attend and speak at general meetings of 
the Company and to appoint one or more proxies, or corporate 
representatives. On a show of hands each holder of ordinary shares 
shall have one vote, as shall proxies. On a poll, every holder of 
ordinary shares present in person or by proxy shall have one vote for 
every share of which they are the holder. Electronic and paper proxy 
appointments and voting instructions must be received not later than 
48 hours before a general meeting.

The Company is not aware of any agreements between shareholders 
that may result in restrictions on the transfers of securities and/or 
voting rights. No person holds securities in the Company carrying 
special rights with regard to control of the Company.

Contracts of significance and change of control
There are a number of agreements that take effect, alter or terminate 
upon a change of control of the Company, principally bank facility 
agreements, the Company’s Long-Term Incentive Plan and the 
Annual Performance Bonus Plan.

Restrictions on transfer of shares
The Directors may refuse to register a transfer of a certificated share 
that is not fully paid, provided that the refusal does not prevent 
dealings in shares in the Company from taking place on an open and 
proper basis, or where the Company has lien over that share. The 
Directors may also refuse to register a transfer of a certificated share, 
unless the instrument of transfer is: (i) lodged, duly stamped (if 
necessary), at the registered office of the Company or any other place 
as the Board may decide accompanied by the certificate for the 
share(s). Transfers of uncertificated shares must be carried out using 
CREST and the Directors can refuse to register a transfer of an 
uncertified share.

Participants in the Company’s Performance Share Plan (“PSP”), who 
have yet to meet shareholding requirements, have vested PSP shares 
held in trust until the earlier occurrence of them meeting their 
shareholder requirement or for a period of two years, during which 
period these shares cannot be transferred to them. Executive 
Directors who participate in the Annual Performance Bonus Plan, who 
have yet to meet shareholding requirements, have 50% of their net 
annual bonus held in shares until the earlier occurrence of them 
meeting their shareholding requirement or five years.

Share allotment
A general allotment power and a limited power to allot shares in 
specific circumstances for cash, otherwise than pro rata to existing 
shareholders, were given to the Directors by resolutions approved at 
the AGM of the Company held on 20 January 2021.

Authority to make market purchases of own shares
An authority to make market purchases of up to 10% of the issued 
share capital shares was given to the Directors by a special resolution 
at the AGM of the Company held on 20 January 2021. In the year 
to 30 September 2021, the Company has not acquired any of its 
own shares.

Liability insurance and indemnities
As at the date of this report, the Company has granted qualifying 
third-party indemnities to each of its Directors against any liability 
that attaches to them in defending proceedings brought against 
them, to the extent permitted by the Companies Act. In addition, 
Directors and officers of the Company and its subsidiaries have been, 
and continue to be, covered by Director and officer liability insurance.

Disclosures required under Listing Rule 9.8.4C
To comply with Listing Rule 9.8.4C, the following table provides the 
information to be disclosed by the Company in respect of Listing 
Rule 9.8.4R.

Listing Rule

The Trustees of the Diploma PLC 
Employee Benefit Trust waived dividends 
on all shares. 9.8.4(12)R and 9.8.6(13)R

Non-financial information
The Company has chosen, in accordance with section 414C(11) of the 
Companies Act 2006, to include certain matters in its Strategic 
Report on pages 1 to 49 that would otherwise be required to be 
disclosed in this Directors’ Report.

Non-financial information statement
Other information that is relevant to the Directors’ Report and which 
is incorporated by reference into this report, can be viewed in the 
section on Delivering Value Responsibly on pages 34 to 47 and 
includes:

• Our employees
• Environmental matters
• Health & Safety
• Greenhouse gas emissions
• Human rights
• Business ethics, corruption and bribery
• Modern slavery
• Community
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Other related information can also be found as follows:

• Business model – pages 2 to 3.
• Principal risks and how they are managed or mitigated – pages 28 

to 33.
• Non-financial key performance indicators – page 17.
• Employee engagement – page 40.
• Stakeholder engagement – pages 48 to 49.

Financial
Results and dividends
The profit for the financial year attributable to shareholders was 
£69.8m (2020: £49.3m). The Directors recommend a final dividend of 
30.1p per ordinary share, to be paid, if approved, on 4 February 2022. 
This, together with the interim dividend of 12.5p per ordinary share, 
amounts to 42.6p for the year (2020: 30.0p).

The results are shown more fully in the consolidated financial 
statements on pages 88 to 117 and summarised in the Finance Review 
on pages 24 to 27.

Independent Auditors
Each of the persons who is a Director at the date of approval of this 
Annual Report & Accounts confirms that so far as the Director is 
aware, there is no relevant audit information of which the Company’s 
auditor is unaware; and the Director has taken all the steps that he/
she ought to have taken as a Director in order to make himself/herself 
aware of any relevant audit information and to establish that the 
Company’s auditor is aware of that information. This confirmation is 
given and should be interpreted in accordance with the provisions of 
section 418 of the Companies Act 2006.

PricewaterhouseCoopers LLP (“PwC”) has expressed its willingness 
to continue in office as independent auditor and a resolution 
to reappoint PwC will be proposed at the AGM to be held on 
19 January 2022.

Directors’ assessment of going concern
The Directors continue to adopt the going concern basis in preparing 
the Annual Report & Accounts. Their assessment in reaching this 
conclusion is set out in the notes to the consolidated financial 
statements on page 113.

Statement of Directors’ responsibilities for preparing the 
financial statements
The Directors are responsible for preparing the Annual Report & 
Accounts and the financial statements in accordance with applicable 
law and regulation.

Company law requires the Directors to prepare financial statements 
for each financial year. Under that law the Directors have prepared 
the Group financial statements in accordance with international 
accounting standards in conformity with the requirements of the 
Companies Act 2006 and the Parent Company financial statements 
in accordance with United Kingdom Generally Accepted Accounting 
Practice (United Kingdom Accounting Standards, comprising FRS 101 
“Reduced Disclosure Framework”, and applicable law). Additionally, 
the Financial Conduct Authority’s Disclosure Guidance and 
Transparency Rules require the Directors to prepare the Group 
financial statements in accordance with international financial 
reporting standards adopted pursuant to Regulation (EC) No 
1606/2002 as it applies in the European Union.

Under company law, Directors must not approve the financial 
statements unless they are satisfied that they give a true and fair view 
of the state of affairs of the Group and Parent Company and of the 
profit or loss of the Group for that period. In preparing the financial 
statements, the Directors are required to:

• select suitable accounting policies and then apply them 
consistently;

• state whether applicable international accounting standards in 
conformity with the requirements of the Companies Act 2006 and 
international financial reporting standards adopted pursuant to 
Regulation (EC) No 1606/2002 as it applies in the European Union 
have been followed for the Group financial statements and United 
Kingdom Accounting Standards, comprising FRS 101 have been 

followed for the Parent Company financial statements, subject to 
any material departures disclosed and explained in the financial 
statements;

• make judgements and accounting estimates that are reasonable 
and prudent; and

• prepare the financial statements on the going concern basis unless 
it is inappropriate to presume that the Group and Parent Company 
will continue in business.

The Directors are responsible for safeguarding the assets of the group 
and Parent Company and hence for taking reasonable steps for the 
prevention and detection of fraud and other irregularities.

The directors are also responsible for keeping adequate accounting 
records that are sufficient to show and explain the Group’s and 
Parent Company’s transactions and disclose with reasonable 
accuracy at any time the financial position of the Group and Parent 
Company and enable them to ensure that the financial statements 
and the Directors’ Remuneration Report comply with the Companies 
Act 2006.

The Directors are responsible for the maintenance and integrity of the 
Parent Company’s website. Legislation in the United Kingdom 
governing the preparation and dissemination of financial statements 
may differ from legislation in other jurisdictions.

Directors’ confirmations 
The Directors consider that the Annual Report & Accounts, taken as a 
whole, is fair, balanced and understandable and provides the 
information necessary for shareholders to assess the Group’s and 
Parent Company’s position and performance, business model and 
strategy. Each of the Directors, whose names and functions are listed 
in the Board of Directors confirm that, to the best of their knowledge: 

• the Group financial statements, which have been prepared in 
accordance with international accounting standards in conformity 
with the requirements of the Companies Act 2006 and 
international financial reporting standards adopted pursuant to 
Regulation (EC) No 1606/2002 as it applies in the European Union, 
give a true and fair view of the assets, liabilities, financial position 
and profit of the Group;

• the Parent Company financial statements, which have been 
prepared in accordance with United Kingdom Accounting 
Standards, comprising FRS 101, give a true and fair view of the 
assets, liabilities and financial position of the Parent Company; and

• the Strategic Report includes a fair review of the development and 
performance of the business and the position of the Group and 
Parent Company, together with a description of the principal risks 
and uncertainties that it faces.

In the case of each Director in office at the date the directors’ report is 
approved:

• so far as the Director is aware, there is no relevant audit information 
of which the Group’s and Parent Company’s auditors are unaware; 
and

• they have taken all the steps that they ought to have taken as a 
Director in order to make themselves aware of any relevant audit 
information and to establish that the Group’s and Parent 
Company’s auditors are aware of that information.

This Directors’ Report was approved by the Board of Directors on 
22 November 2021 and is signed on its behalf by:

JD Thomson B Gibbes
Chief Executive Officer Chief Financial Officer

Registered office:
12 Charterhouse Square
London
EC1M 6AX

Registered Number: 3899848




