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R eport of th e D irectors –  R em u nera tion R eport

Composition of the Remuneration Committee
T h e R em u nera tion C om m ittee consists entirely  of non-ex ecu tiv e D irectors. J R  K err-M u ir a nd  M  C la rk  w ere m em b ers of th e C om m ittee
th rou g h ou t th e yea r. R T T u rner w a s a  m em b er of th e C om m ittee to 1  Ju ly  2 0 0 4 ; G A C a m pb ell h a s b een a  m em b er of th e C om m ittee since 
1  Ju ly  2 0 0 4 . G iv en th e im pend ing  a nd  su b seq u ent retirem ent of R  T  T u rner d u ring  th e y ea r a nd  th e a ppointm ent of G  A  C a m pb ell a s h is
repla cem ent, th e B oa rd  consid ered  th a t it w ou ld  b e in th e b est interest of sh a reh old ers for J R  K err-M u ir to rem a in on th e R em u nera tion
C om m ittee to prov id e continu ity  d u ring  a  period  of tra ns ition. J R  K err-M u ir res ig ned  from  th e R em u nera tion C om m ittee on 3 1  Ja nu a ry
2 0 0 5  a nd  G  A  C a m pb ell w a s a ppointed  C h a irm a n of th a t C om m ittee on th e sa m e d a te.

Role of the Remuneration Committee
T h e prim a ry  role of th e C om m ittee is to consid er a nd  m a k e recom m end a tions to th e B oa rd  concerning  th e rem u nera tion pa ck a g es a nd
cond itions of serv ice of th e ex ecu tiv e D irectors a nd  a pprox im a tely  9 0  oth er senior m a na g ers.T h e term s of reference of th e R em u nera tion
C om m ittee m a y  b e fou nd  on th e C om pa ny ’s w eb s ite. D u ring  th e fi na ncia l y ea r th e C om m ittee m et th ree tim es. D eta ils of D irectors’
a ttend a nce a t th ese m eeting s a re d isclosed  on pa g e 8 .

A d v isers to the Remuneration Committee
A ll a d v isers to th e R em u nera tion C om m ittee a re a ppointed  a nd  instru cted  b y  th e C om m ittee. D u ring  th e y ea r, th e C om m ittee w a s a d v ised
b y  N ew  B rid g e Street C onsu lta nts, in rela tion to th e introd u ction of a  new  sh a re incentiv e pla n, a nd  b y  th e G rou p C om pa ny  Secreta ry.

Remuneration P olic y
In d eterm ining  rem u nera tion of th e ex ecu tiv e D irectors, th e C om m ittee seek s to m a inta in a  com petitiv e prog ra m m e, w h ich  ena b les 
th e C om pa ny  to a ttra ct a nd  reta in th e h ig h est ca lib re of ex ecu tiv e.T h e perform a nce-rela ted  elem ents of rem u nera tion form  a  s ig nifi ca nt
proportion of th e tota l rem u nera tion pa ck a g e of ex ecu tiv e D irectors, d eta ils of w h ich  a re set ou t in pa ra g ra ph s (c) a nd  (d ) b elow .T h ey  a re
d esig ned  to a lig n th eir interests w ith  th ose of sh a reh old ers a nd  to g iv e su ch  ex ecu tiv e D irectors incentiv es to perform  a t th e h ig h est lev els.

T h e non-ex ecu tiv e D irectors d o not pa rticipa te in a ny  pension, b onu s, sh a re incentiv e or oth er sh a re option pla ns.T h eir rem u nera tion
refl ects b oth  th e tim e g iv en a nd  th e contrib u tion m a d e b y  th em  to th e C om pa ny ’s a ffa irs, inclu d ing  m em b ersh ip or ch a irm a nsh ip of th e
B oa rd  or its C om m ittees.T h e rem u nera tion of th e non-ex ecu tiv e D irectors is d eterm ined  b y  th e B oa rd  of D irectors.T h e non-ex ecu tiv e
D irectors d o not pa rticipa te in a ny  d iscu ss ion or d ecis ions rela ting  to th eir ow n rem u nera tion.

B efore recom m end ing  proposa ls for B oa rd  a pprov a l, th e R em u nera tion C om m ittee m a y  seek  a d v ice from  ex terna l rem u nera tion consu lta nts
to ensu re it is fu lly  a w a re of com pa ra tiv e ex terna l rem u nera tion pra ctice a s w ell a s leg is la tiv e a nd  reg u la tory  d ev elopm ents.T h e serv ices 
of rem u nera tion consu lta nts w ere not u sed  in d eterm ining  th e 2 0 0 5  sa la ries.

a) S erv ic e A g reements
E a ch  ex ecu tiv e D irector h a s a  serv ice a g reem ent prov id ing  for a  rolling  period  of notice of one yea r.T h ere a re no prov is ions in th ose
a g reem ents or oth erw ise for a d d itiona l term ina tion pa y m ents.T h e serv ice a g reem ents for G  R  M enz ies, M  R ollins a nd  M  Sh eppa rd  a re
d a ted  2 7  A pril 2 0 0 0 , 1  N ov em b er 2 0 0 0  a nd  4  F eb ru a ry  2 0 0 4 , respectiv ely.T h e a g reem ents conta in prov is ions req u iring  th e relev a nt
D irector to m itig a te h is  loss in th e ev ent of term ina tion. G R M enz ies’ a g reem ent (th e term s of w h ich  rem a in u nch a ng ed  s ince h is
a ppointm ent) prov id es th a t in th e ev ent of a  ch a ng e of control of th e C om pa ny, h e h a s th e option to resig n w ith in th ree m onth s of su ch
ch a ng e of control w ith ou t a  d u ty  to m itig a te.

T h e non-ex ecu tiv e D irectors d o not h a v e serv ice a g reem ents w ith  th e C om pa ny. J R  K err-M u ir w a s a ppointed  C h a irm a n w ith  effect from
1 1  M a y  2 0 0 1 . H is contra ct is term ina b le u pon 1 2  m onth s’notice b y  eith er pa rty  on or a fter th e th ird  a nniv ersa ry. M  C la rk  w a s a ppointed
w ith  effect from  1  F eb ru a ry  2 0 0 1  for a n initia l th ree yea r term , w h ich  h a s b een renew ed  for a  fu rth er th ree yea r term  w ith  effect from  
1  F eb ru a ry  2 0 0 4 . R  T  T u rner retired  from  th e B oa rd  on 1  Ju ly  2 0 0 4 . G A C a m pb ell w a s a ppointed  w ith  effect from  1  Ju ly  2 0 0 4  for a n initia l
th ree yea r term .

W ith  prior a pprov a l of th e B oa rd , ex ecu tiv e D irectors m a y  h old  ex terna l non-ex ecu tiv e d irectorsh ips a nd  reta in a ny  fees pa id  for th ese
a ppointm ents. A t th e y ea r-end , G  R  M enz ies h eld  tw o su ch  positions.

b ) B ase S alaries
In setting  th e b a se sa la ry  of ea ch  D irector, th e C om m ittee ta k es into a ccou nt th e pa y  pra ctice of oth er com pa nies a nd  th e perform a nce of 
th a t D irector.T h e C om m ittee is a lso responsib le for ra tify ing  th e sa la ries of a pprox im a tely  9 0  senior m a na g ers a nd  th erefore is fu lly  cog nisa nt
of pa y  lev els in th e G rou p w h en d eterm ining  th e pa y  of th e ex ecu tiv e D irectors. N otw ith sta nd ing  th ese consid era tions, th e C om m ittee is
consciou s of th e sig nifi ca nt cost pressu res on th e C om pa ny  b y  cu stom ers a nd  th e need  to reb u ild  ea rning s.T h e B oa rd  a s a  w h ole froze th eir b a se
sa la ries or fees for 2 0 0 4 .T h e b a se sa la ry  for G  R  M enz ies for 2 0 0 5  rem a ins th e sa m e a s h is 2 0 0 4  sa la ry  a s h e now  h old s tw o non-ex ecu tiv e
d irectorsh ips for w h ich  h e reta ins th e fees (ra th er th a n one, a s h a d  b een th e ca se for m ost of 2 0 0 4 ). M  R ollins a nd  M  Sh eppa rd  receiv ed
infl a tiona ry  increa ses to th eir 2 0 0 4  b a se sa la ries of 2 .7 %  a nd  3 .5 %  respectiv ely.T h e 2 0 0 5  fees for th e non-ex ecu tiv e D irectors w ill rem a in
th e sa m e a s th ose for 2 0 0 4 .

c ) A nnual P erformanc e B onus S c heme
U nd er th e perform a nce b onu s sch em e, b onu ses u p to 6 0 %  (2 0 0 3  –  u p to 1 0 0 % ) of b a s ic s a la ry  cou ld  b e ea rned  b y  th e ex ecu tiv e
D irectors d epend ing  on th e G rou p’s a ctu a l perform a nce com pa red  to th e prior y ea r a nd  to interna l ta rg ets in respect of u nd erly ing
ea rning s per sh a re a nd  ca sh  fl ow .T h e ta b le b elow  prov id es d eta ils of th e m a x im u m  possib le a w a rd s for 2 0 0 4  tog eth er w ith  d eta ils of th e
b onu ses pa id  to G R  M enz ies a nd  M  R ollins a s a  percenta g e of th eir respectiv e sa la ries:
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Cash flow target Earnings per share target

Internal Y ear-on-year
Interim Full year target growth Total

% % % % %

Maximum possible award for 2004 6.0 9.0 20.0 25.0 60.0

2004 bonus paid 4.2 7.1 1.0 3.7 16.0

As M Sheppard serves as a Director of the Company, in addition to his role as Chief Executive of the Automotive and North American
Industrial Division, his bonus for the year was 80% dependent on the operating profits and cash flow performance of the Automotive
and North American Industrial Division and 20% on Group performance. In 2004 he earned a bonus of 12.9% of salary (2003 – 23.8%)
consisting of 9.7% for Divisional performance and 3.2% for Group performance.

The scheme in place for 2005 is unchanged from the 2004 scheme.

d) Share Plans
The Company’s policy regarding the granting of share options is to encourage participating Directors and other employees to build and 
retain a long-term stake in the Group and align their interests with those of the shareholders.

All executive Directors are currently eligible for the following share plans:

i) 1999 Executive Share Option Plan (“the Plan”)
The P lan, which is open to executive Directors and other senior managers, was launched following its approval by shareholders at the Annual
General Meeting in May 1999 with the performance target determined by the Remuneration Committee to be challenging in the light of the
Company’s performance and prevailing financial circumstances at the time. Any performance target must be no less challenging than the one
it replaces.

The maximum number of shares over which options may be awarded to a participant is subject to their value at the time of grant 
not exceeding:

a. 100% of the Director’s basic salary at the time of the award;

b. 125% of the Director’s basic salary taking into account the combined notional current value of all awards under the LTIP  and awards under
the P lan in any year ; and

c. the £ 30,000 statutory limit for the Approved O ption element of the P lan.

The total value of options under the P lan and any earlier executive share option schemes, to subscribe for new issue shares granted in any ten
year period should not exceed 4 x current annual basic salary or, if higher, remuneration excluding benefits in kind over the previous 12 months.
Where options have already been exercised, further “ replacement” options may be granted provided that the market value of all outstanding
options does not exceed 4 x current annual basic salary or, if higher, remuneration (excluding benefits in kind) over the previous 12 months.

All options granted under this P lan to date will, in normal circumstances, only become exercisable if the Group’s underlying earnings per 
share grows by not less than 4% p.a. compound above the growth in the UK Retail P rices Index over a period of three or more financial
years. If not exercised within six years of the date of grant the options will lapse.

O ptions granted to the Directors are shown under Directors’ Interests together with the base underlying earnings per share figure to be
used when determining whether the performance target has been met.

For options granted in future, the Remuneration Committee will take into account shareholders’ views on performance targets and retesting.
No more options shall be granted under the P lan if shareholders approve the Senior plc 2005 L ong Term Incentive P lan at the forthcoming AGM.

ii) L ong  Term  Share Incentive Plan
Following approval by shareholders at the Annual General Meeting in May 1996, the L ong Term Share Incentive P lan was launched with
a five year life which was subsequently extended for a further ten years at the May 2001 Annual General Meeting.

The maximum aggregate value of awards that may be made to an employee in any financial year is 60% of a participant’s basic salary at 
the date of the award. In O ctober 2001, awards, under the new performance criteria, were made to the executive Directors and are shown 
on page 14 under Directors’ Interests, together with the base underlying earnings per share figure to be used in determining whether
the performance target has been met.These are the only outstanding awards under the L ong Term Share Incentive P lan.The performance
criteria for this award are based on EP S growth performance in excess of inflation, relative to the EP S for the financial year 2000 of the
Company, over the four year “ restricted period” . For the purposes of the award EP S was defined as Earnings P er Share before amortisation
of goodwill, profit/loss on sale of fixed assets and profits/losses on disposal of operations and associated undertaking(s).The proportion 
of the award which may be released is dependent on the percentage annual EP S growth, details of which are set out in the table below:

P ercentage annual growth P roportion of award

L ess than 3% Nil
3% 30%
More than 3% but less than 8% P ro-rata from 30% and 100%
8% or more 100%
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As the performance requirement has not been achieved, the outstanding award is expected to lapse on 30 October 2005. No more awards
shall be made under the Long Term Share Incentive Plan if shareholders approve the Senior plc 2005 Long Term Incentive Plan.

iii) Savings Related Share Option Plan
The Company’s Savings Related Share Option Plan was first launched in 1996 to eligible employees across the Group.There are no performance
criteria for this arrangement and options are issued to all participants in accordance with the Inland Revenue rules for such savings related plans.
As employees, executive Directors are eligible to participate and their options under the Plan are shown below under Directors’ Interests.

iv) Senior plc 2 0 0 5  Long Term Incentive Plan
In September 2004 New Bridge Street Consultants was appointed to advise the Remuneration Committee on the Company’s long term
incentive arrangements for senior executives. Approval of shareholders is to be sought at the 2005 AGM for the adoption of a new long
term share incentive plan to replace the existing 1999 Executive Share Option Plan and the Long Term Share Incentive Plan. A summary 
of the main terms of the proposed plan is set out in the enclosed Chairman’s Letter and Notice of Meeting with this Annual Report.
When granting future awards, the Board shall give consideration to the method of sourcing shares for the share schemes, in particular,
the balance between issued and unissued shares to be utilised.

e) Retirement Benefits
G R Menzies’ and M Rollins’ pension arrangements are provided by the Group’s UK plan and are based upon their pensionable salaries up to
the Inland Revenue “cap”. M Sheppard participates in a defined benefit plan that has now closed to new entrants and a defined contribution plan
that remains available to the Group’s US employees. His base salary is pensionable up to a “cap” of $ 205,000 p.a.

f) O ther Benefits
There are non-cash benefits including provision of a fully expensed car and medical insurance.

D irectors’ E moluments
The information presented in the remainder of this report has been audited, with the exception of the Directors’ Interests in shares and the
Total Shareholder Return graph.

Directors’ emoluments Salary or Bonus Taxable 2004 2003
fees benefits Total Total

£000’s £000’s £000’s £000’s £000’s

E x ecutive
G R Menzies 314 50 19 383 415
M Rollins 185 30 13 228 248
M Sheppard 156 20 14 190 229

N on-ex ecutive
J R Kerr-Muir 72 – – 72 72
M Clark 34 – – 34 34
G A Campbell (from 1 July 2004) 13 – – 13 –
R T Turner (to 1 July 2004) 13 – – 13 25

787 100 46 933 1,023

Bonuses as shown above are payable to G R Menzies, M Rollins and M Sheppard under the Annual Performance Bonus scheme.The above
figures for emoluments do not include any amount for the value of share options or awards granted to, or held by, Directors.

Aggregate remuneration 2004 2003
£000’s £000’s

Emoluments 933 1,023
Gains on exercise of share options and incentives (see below) – –
Money purchase pension contributions 6 10

Total 939 1,033

In addition to setting the remuneration of the Executive Directors, the Remuneration Committee oversees the remuneration of 90 other
senior managers.The table below shows the cumulative benefits of the three other Divisional directors and the three most senior
Corporate managers:

Salary or Bonus Taxable 2004
fees benefits Total

£000’s £000’s £000’s £000’s

569 145 51 765

No prior year comparison is stated as this is the first time that the data has been presented.
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Directors’ Interests
The Directors who served during the year and their interests (which are all beneficial), including family interests, in the 10p ordinary shares 
of the Company were as follows:

Shares Shares Shares
2004 2003

G R Menzies 500,000 500,000
M Rollins 100,000 100,000
M Sheppard – –
J R Kerr-Muir 150,819 120,819
G A Campbell (appointed to the Board 1 July 2004) – –
M Clark 50,000 20,000
R T Turner (retired from the Board 1 July 2004) 36,900 36,900

The 2004 shareholding for R T Turner is stated as at his date of retirement from the Board.

No change in any of the current Directors’ share interests occurred during the period 31 December 2004 to 2 March 2005.

Options and other share incentives Market
Gains on price on Exercise
exercise/ exercise/ period/

Date of At Granted Exercised vesting vesting Lapsed At Option maturity
grant/award 31.12.03 2004 2004 2004 2004 2004 31.12.04 price date

G R Menzies
1999 Executive Share Option Plan

05.04.00 227,272 – – – – – 227,272 82.50p 3 years to 04.04.06
13.09.00 230,755 – – – – – 230,755 54.17p 3 years to 12.09.06
12.03.03 1,019,552 – – – – – 1,019,552 23.08p 3 years to 11.03.09

Sharesave Plan
06.10.00 38,793 – – – – – 38,793 43.50p 6 months to 01.05.06

Long Term Share Incentive Plan – Performance Awards
31.10.01 270,000 – – – – – 270,000 – 30.10.05

M Rollins
1999 Executive Share Option Plan

13.05.99 37,172 – – – – – 37,172 154.35p 3 years to 12.05.05
13.09.00 276,906 – – – – – 276,906 54.17p 3 years to 12.09.06
12.03.03 521,014 – – – – – 521,014 23.08p 3 years to 11.03.09

Sharesave Plan
06.10.00 22,270 – – – – 22,270 – 43.50p 6 months to 01.05.04

Long Term Share Incentive Plan – Performance Awards
31.10.01 180,000 – – – – – 180,000 – 30.10.05

M Sheppard 
1999 Executive Share Option Plan

13.05.99 48,924 – – – – – 48,924 154.35p 3 years to 12.05.05
13.09.00 328,173 – – – – – 328,173 54.17p 3 years to 12.09.06
12.03.03 499,747 – – – – – 499,747 23.08p 3 years to 11.03.09

Sharesave Plan
06.10.00 24,018 – – – – 24,018 – 43.50p 6 months to 01.05.04

Long Term Share Incentive Plan – Performance Awards
31.10.01 180,000 – – – – – 180,000 – 30.10.05

Details of the 1999 Executive Share Option Plan and the Long Term Share Incentive Plan may be found on page 12.

Options granted from 1999 onwards and awards under the Long Term Share Incentive Plan become exercisable only when certain performance
targets have been met.The base underlying earnings per share figures used to determine whether the target has been met are as follows:

Date of grant 13.05.99 05.04.00 13.09.00 31.10.01 12.03.03

Base underlying EPS 11.75p 6.03p 6.03p 5.87p 4.47p

The total net value of the Directors’ unexercised options at 31 December 2004, all of which were unexercisable, was £355,423 (2003 – £304,414)
representing options held by G R Menzies (£177,606), M Rollins (£90,761) and M Sheppard (£87,056).The net value of unexercised options
is the positive difference between the closing middle market price of the Company’s shares at the year-end (40.50p per share) and the exercise
price of the options. It does not take into account the likelihood of the performance targets being met.

S
e
n
io

r 
p
lc

A
n
n
u
al

 R
e
p
o
rt

 a
n
d
 A

cc
o
u
n
ts

 2
0
0
4

14



S
e
n
io

r p
lc

A
n
n
u
al R

e
p
o
rt an

d
 A

cco
u
n
ts 2

0
0
4

Inclusive of the above Long Term Share Incentive Plan awards to Directors, at 31 December 2004, 870,716 ordinary shares (2003 – 870,716
ordinary shares) were held by the Senior plc Employee Benefit Trust, a discretionary trust resident in Jersey.The market value of these shares 
at 31 December 2004 was £353,000 (2003 – £331,000).The Trust has materially waived its rights to dividends on these shares.The potential
beneficiaries of this Trust include executive Directors and senior management within the Group and, accordingly, the executive Directors are
collectively interested in these shares.

Dividends do not accrue on shares that vest under the Long Term Share Incentive Plan arrangements and are not credited to share options
awards under the 1999 Executive Share Option Plan.The Remuneration Committee notes the introduction of International Accounting
Standard 33 “Earnings per Share”, and confirms that any change to the presentation of the EPS performance targets for the Company’s share
schemes will not result in any less stringent performance targets applying to the existing share awards.

The middle market price of the shares at 31 December 2004 was 40.50p (2003 – 38.00p). During 2004 the shares traded in the range
of 34.75p to 44.00p.

Directors’ Pension Entitlements
The Directors had accrued entitlements under final salary plans as follows:

Gross Increase in Total V alue of net Change in Transfer value Transfer value
increase in accrued accrued increase in transfer value of accrued of accrued

accrued pension net pension accrual over during pension pension
pension of inflation at 31.12.04 period period at 31.12.04 at 31.12.03

(A) (B) (C) (D) (E) (F) (G)
£000’s £000’s £000’s £000’s £000’s £000’s £000’s

G R Menzies 4 3 16 53 77 277 195
M Rollins 3 3 16 20 37 133 91
M Sheppard 3 2 27 3 8 47 42

Total 10 8 59 76 122 457 328

1. Pension accruals shown are the amounts which would be paid annually on retirement based on service to the end of the year.

2.Transfer values as at 31 December 2003 and 31 December 2004 have been calculated in accordance with version 9.1 of Guidance Note
GN11 issued by the actuarial profession.

3.The transfer value of net increase (D) represents the incremental value to the Director of his service during the year, calculated on the
assumption that service terminated at the year-end. It is based on the accrued pension increase (B) after deducting the Director’s contribution.

4.The change in the transfer value (E) includes the effect of fluctuations in the transfer value due to factors beyond the control of the 
Company and Directors, such as stock market movements. It is calculated after deducting the Director’s contribution.

5.V oluntary contributions paid by Directors and resulting benefits are not shown.

6.The figures quoted above for M Sheppard include the defined benefit element of his pension only. In addition, he has a defined contribution
arrangement, to which he paid $10,000 and the Company paid $12,000 during the year.

Shareholder approval for the Remuneration Report
The Company is proposing an ordinary resolution to its shareholders approving this Remuneration Report.

G A Campbell
Chairman of the Remuneration Committee
for and on behalf of Senior plc
2 March 2005
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F T S E  E & M  (T S R )

F T S E  S m a ll C a p  (T S R )

S e n io r (T S R )

T h is  g r a p h  c o m p a re s  th e  T o ta l S h a re h o ld e r R e tu r n  o f 

th e  C o m p a n y ’s  s h a re s  a g a in s t th e  F T S E  E n g in e e r in g  a n d

M a c h in e r y  In d e x  a n d  th e  F T S E  S m a ll C a p  In d e x  o v e r a  fiv e -y e a r

p e rio d  (w h e re  d iv id e n d s a re  in c lu d e d  g ro ss o f ta x ).T h is in d e x

a llo w s a  c o m p a riso n  to  b e  m a d e  a g a in st o rg a n isa tio n s fa c in g

b ro a d ly  sim ila r e c o n o m ic  a n d  m a r k e t c o n d itio n s a s th e  C o m p a n y.
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