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Chair’s introduction to governance
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Chair

 
The Board's role has been to guide the business through a challenging 
external environment and through a period of internal transformation, 
while maintaining our high standards of Corporate Governance and 
ensuring we deliver long term value to our stakeholders”

DEAR SHAREHOLDER,
On behalf of the Board, it is my pleasure to present 
the corporate governance report for the year ended 
31 December 2022, which provides insights into the 
Board’s and its Committees’ activities this year.

Board oversight of transforming the business
2022 has been a year of transformation for Coats. 
Our long history demonstrates our track record 
of proactively identifying when we need to adapt 
and innovate to ensure we are well positioned 
to continue to deliver sustainable long-term 
growth and success for our stakeholders. I am 
proud of the way in which we have responded 
to the challenges of the external environment 
by thoughtfully considering and taking bold 
decisions to change the shape of our business. 
The acquisition of Texon and Rhenoflex led to the 
decision being taken to create three Divisions; 
Apparel, Footwear and Performance Materials. 
This will enable effective integration, drive synergies 
and allow for end-to end accountability. Accordingly, 
during 2022 the Board devoted substantial time 
to considering these acquisitions, including their 
funding, and their various impacts on the business 
and operations, as well as on our stakeholders.

Our stakeholders and returning  
to face-to-face engagement
The need for the Board to consider and understand 
the insights from and the concerns of our 
stakeholders continues to be a critical part of the 
Group’s ongoing success. We were delighted to 
continue our programme of Board visits in 2022, 
with the Directors holding their annual away week in 
Mexico and engaging informally with our employees 
and communities, including local officials, as well as 
more formally with customers in the Boardroom.

The Board visited some of our newly acquired sites 
and met a selection of our new colleagues, both 
through the acquisition processes and during the 
Board visit to the Rhenoflex facilities in Germany in 
September. Our Designated Non-Executive Director 
for Workforce Engagement, Fran Philip, has 
continued her programme of in-person and remote 
engagement during the year. This provides the 
Board with direct insights, which are of critical 
importance during this period of significant change 
to allow a full understanding of the effect of the 
transformation of the Group and the impact on 
culture and the workforce.
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Chair’s introduction to governance cont.

Ensuring our investors understand our strategy and 
vision is critical to our success and it was gratifying 
to see the turnout of existing and prospective 
shareholders at our Capital Markets Day in October. 
Members of the executive team presented our 
enhanced Footwear business to bring this to life for 
investors and demonstrated the synergies available 
to the Group. Investors also had the opportunity to 
experience how the integration of the Coats, 
Rhenoflex and Texon workforces position us 
strongly going forward.

Sustainability

The need to be socially responsible, including 
changing how businesses operate to reduce their 
environmental impact, is rightly a focus for our 
stakeholders, as well as society as a whole. Our 
proactive approach and commitment to deliver real 
change is well documented in our previous reports 
but more is needed. At the start of this year the 
Board approved a suite of progressive ESG policies 
including a new Climate Change policy and Living 
Wage policy, as well as the consolidated 

Environmental Policy (which combines elements of 
our previous environmental and energy policies with 
appropriate updates).

Sustainability at Coats, including climate-related 
governance, is led by the Board, supported by 
the Board Sustainability Committee. Strategy 
development and monitoring of action plans at 
an executive level is championed by the Group 
CEO and the whole Group Executive Team (GET). 
The responsibilities for each element of our ESG 
activities are set out in the Committees' section 
(see page 67). Our independent Non-Executive 
Directors play a large role in the Board’s ESG 
oversight, including through Committee membership 
and designated responsibilities at Board level. 
Further details of the Group’s stance and focus 
on ensuring effective stewardship in respect of 
key ESG matters are set out in the Sustainability 
section of this Annual Report, and also in our 
Sustainability Report (available on www.coats.com/
sustainability). You can also read more about our 
new 2026 sustainability targets and our policies, 

as well as reviewing our report on our compliance 
with the Task Force on Climate-Related Financial 
Disclosures (TCFD) recommendations in the 
Sustainability Report. I am pleased that we have 
maintained our strong position in the FTSE4Good 
and we are now in the top 5% of the index. We 
have also achieved a “AA” rating from MSCI.

Governance and ethics
The Board sets the tone from the top to 
demonstrate the Group’s commitment to ensuring 
the correct governance mechanisms are in place 
and followed, and ensuring that we continue to ‘do 
the right thing’. The Audit and Risk Committee (ARC) 
continues to oversee the governance element of our 
ESG responsibilities. You can read about the ARC’s 
activities, including their review of sanctions controls 
and compliance, the oversight of the external auditor 
tender and the development of the Group’s Audit 
and Assurance Policy, on pages 71 to 76.

Given the context of the level of change in 2022, the 
Company’s well-established Group-wide systems, 
including the whistleblowing policy and associated 
processes, which support good governance and 
decision making, were of critical importance to 
ensuring that high quality and consistent outcomes 
continued. The Board regularly reviews and 
considers individual allegations, consequent 
investigations and any themes which emerge from 
our various whistleblowing channels including our 
externally hosted web service whistleblowing 
hotline. You can read more about the statistics 
relating to whistleblowing allegations in the 
Directors’ Report on page 81.

Coats has continued to apply the principles of the 
UK Corporate Governance Code 2018 (‘Code’) and 
our statement of compliance is set out on page 59. 
Core to all our decisions and debates, are the key 
themes of sustainability, diversity, engagement with 
our stakeholders, fair remuneration structures and a 
strong corporate culture. You can read more about 
our proposed Remuneration Policy, which will be 
presented to shareholders at the 2023 AGM, in the 
Remuneration Committee report on pages 85 to 104.

Diversity, equity and inclusion
Our people are fundamental to our sustainable 
success. These 17,000 employees spread across 
some 50 countries are united by the Group’s 
purpose to ‘connect talent, textiles and technology 
to make a better and more sustainable world’. 
The Board’s role in setting and monitoring the 
Company’s culture remains critical, particularly in 
ensuring that the Group’s culture is appropriately 
aligned internally across the new business areas, 
and also with strategy. In December 2022, Farnaz 
Ranjbar, our Chief HR Officer, updated the Board on 
the initiatives launched as a part of ‘Coats for All’, 
an umbrella programme to ensure alignment across 
all areas of our Group ways of working. The initiative 
includes specific diversity projects and targets. 86% 
of our employees now work in a Great Place to Work 
certified country and this, combined with the 6% 
increase seen in our trust index score, are testimony 
to our high levels of employee engagement. You can 
read more, including how we manage talent in the 
People and Culture section of this Annual Report as 
well as reading about our refreshed Board diversity 
policy in the Nomination Committee report on 
pages 77 to 79. 
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The Nomination Committee, together with the 
Remuneration Committee, continues to oversee the 
social elements of our ESG responsibilities.

Board effectiveness

In line with the requirements of the Code, this year an 
evaluation of the effectiveness of the Board and its 
Committees, including consideration of the factors to 
be considered by Directors to fulfil their duties under 
s172 of the Companies Act 2006, was undertaken by 
Independent Audit Limited, an external service 
provider. Full details of the process, outcomes and 
how this will inform the Board's development plan for 
2023 can be found on pages 70. You can read about 
the elements of the Board evaluation concerning the 
effectiveness of the Committees in their individual 
reports.

Board composition
Ensuring the correct composition of the leadership 
of the Company, including the Board, GET and 
senior management is key to achieving our goals. 
Following Anne Fahy stepping down from the Board 
in May 2022, Nicholas Bull became Chair of the 
Audit and Risk Committee. I’m delighted that our 
Non-Executive Director search processes resulted in 
the appointment of Steve Murray, as a Non-
Executive Director and member of the ARC, 
Nomination and Remuneration Committees, in 
September 2022 and the appointment of Heather 
Lawrence, as a Non-Executive Director and Chair 
Designate of the ARC and a member of the 
Nomination Committee, in November 2022. 

Steve and Heather bring their significant skills and 
experience to further strengthen our Board and 
enhance our succession processes. You can find 
more details in the Board biographies set out on 
pages 61 to 63.

You can read more about the processes undertaken 
in 2022 in the Nomination Committee report on 
pages 77 to 79 and find further details about the 
members of the GET and their remits on page 68.

David Gosnell

Chair

1 March 2023

Chair’s introduction to governance cont.

THE UK CORPORATE GOVERNANCE CODE
Compliance statement
Coats has applied all of the principles and 
complied with all the relevant provisions of the 
2018 UK Corporate Governance Code (Code) 
during the course of the year ended 31 December 
2022, with the exception of a short period of non-
compliance with provision 24 (Membership of the 
Audit Committee) and provision 38 (alignment of 
executive director pension contribution rates with 
those available to the workforce). 

During the year there was a temporary period of 
non-compliance with provision 24 following Anne 
Fahy stepping down from the Board on 18 May 
2022 as there were only two members of the 
Audit and Risk Committee (Nicholas Bull, who has 
recent and relevant financial experience, and 
Jakob Sigurdsson). This position was resolved 
when Steve Murray was appointed as a 
Non-Executive Director and became a member 

of the Audit and Risk Committee on 1 September 
2022. Further details are provided in the 
Nomination Committee report on page 78. 

During the year there was non-compliance with 
provision 38. Jackie Callaway was appointed in 
December 2020 with a pension benefit which was 
aligned to the workforce. A policy setting out 
phased arrangements was in place for Rajiv 
Sharma which limited his pension benefit with 
effect from 1 January 2020 to a fixed amount and 
his pension benefit reduced to 12% to ensure 
compliance by 31 December 2022, as detailed in 
the Remuneration Report on page 96. The Board 
considers it appropriate that there was a phased 
transition of the pension benefits for existing 
Executive Directors who originally had a 
contractual entitlement to a higher level of 
pension benefit.

A summary of how we have applied the principles 
set out in the Code is presented in the table on 
page 57.
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Strategic goal

ACCELERATE PROFITABLE 
SALES GROWTH

 Read more on page 12

TRANSFORM THE BUSINESS 

 Read more on page 12

CREATE VALUE 

 Read more on page 12

Key stakeholders

The Board’s governance role

The Board approves the Group’s strategy and annual 
operating plan, reviews subsequent progress and 
makes decisions related to matters reserved for the 
Board in order to support the delivery of this strategy.

The Board reviews the strategy for sustainable growth  
and leverages its collective experience to advise on 
related matters.

The Board reviews key proposals relating  
to business capability.

Examples of areas of focus in 2022:

– Acquisitions of Texon and Rhenoflex and 
implementation of the Strategic Projects

– In-depth review of Footwear strategy
– In-depth review of Performance Materials strategy
– Monitoring of key metrics, including sustainability and 

KPIs, at each Board meeting

– Update on Culture, talent plan processes for 2023 and 
the update on the launch of 'Coats for All' and updates 
from our designated Non-Executive Director for 
Workforce Engagement’s meetings with employees

– Oversight of Strategic Projects including ensuring 
appropriate people and resource allocation

– Review of organisational structure 
– Divestment of Brazil and Argentinian businesses
– Approval of 2026 sustainability targets and ESG policies 

(including Living Wage and Climate Change policies)

– Review of UK pension scheme £350 million buy-in 
and subsequent agreement of mechanism to switch 
off/on regular cash contributions to UK pension 
scheme, based on monthly estimates of latest 
funding position

– Review and selection of funding process for 
acquisition of Rhenoflex and impact on leverage

– Review of Group’s dividend policy

How governance supports strategy
Stakeholders key

Chair’s introduction to governance cont.

EMPLOYEES

CUSTOMERS

SHAREHOLDERS

ENVIRONMENT

COMMUNITIES

SUPPLIERS
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0–3 years 45% 

3–6 years 22% 

6–9 years 33% 

People 20% 

Legal 13% 

Risk 18% 

Finance 20% 

Technology/Digital 13% 

Customer 16% 

Global Business Experience 26% 

US Market Experience 24% 

European Market Experience 26% 

Asia Market Experience 24% 
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Board of Directors

Board profiles (excluding Executive Directors)

David Gosnell OBE
Chair of the Board
British
Appointed as a Non-Executive Director on 2 March 2015,  
Chair of the Board since 19 May 2021

Rajiv Sharma
Group CEO
Singaporean
Appointed as an Executive Director in March 2015,  
Group CEO since 1 January 2017

Jackie Callaway
Chief Financial Officer
New Zealander
Appointed as an Executive Director on 1 December 2020,  
Chief Financial Officer since 1 April 2021

Key skills and experience
– Strong and deep supply and procurement background in global 

multinational companies
– International and strategic mindset

Key skills and experience
– 30 years’ global multi-industry leadership experience
– Growth, digital, sustainability and acquisitions track record

Key skills and experience
– Strong finance track record
– Experience across multinational manufacturing and supply 

chain businesses

External appointments
Was previously Chair of Old Bushmills Distillery Company Ltd and a Non-
Executive Director of Brambles Ltd. David retired from Diageo plc in 
2014 where he had most recently held the role of President of Global 
Supply and Procurement. Prior to joining Diageo, David spent 25 years 
at HJ Heinz in various operational roles.

Previous experience and external appointments
Rajiv joined Coats in November 2010 as Global CEO Industrial and was 
responsible for developing and executing a growth strategy. He has 
lived and worked in the US, Europe and Asia.
Non-Executive Director of Senior plc. Rajiv has been on the board of 
joint ventures at both GE and Shell and held management positions with 
Saab, Honeywell, GE and Shell.

External appointments
Previously Chief Financial Officer of Devro plc, one of the world’s leading 
manufacturers of collagen products for the food industry. Prior to that, 
Jackie was Group Financial Controller of Brambles Ltd, the ASX top 20 
supply chain logistics company.
Member of Australian Institute of Company Directors since 2017.

Qualifications
David is a Fellow of the Institute of Engineering and Technology and 
holds a Bachelor of Science degree in Electrical and Electronic 
Engineering from Middlesex University. He has completed Supply Chain 
Manufacturing – Drive Operational Excellence at INSEAD (Singapore).

 See the Nomination Committee report on page 77 and an overview of 
the activities of the Sustainability Committee on page 67.

Qualifications
Rajiv holds a degree in Mechanical Engineering, as well as an MBA from 
the University of Pittsburgh, USA.

 See the Group CEO’s statement on page 8.

Qualifications
Jackie is a Fellow of the Chartered Accountants Australia and New 
Zealand, and of the Institute of Chartered Accountants in England and 
Wales. She has a Bachelor of Business Management Studies from the 
University of Waikato, New Zealand.

Key to Committee memberships

 Committee chair

A  Audit and Risk

N  Nomination

R  Remuneration

S  Sustainability

N S S

Length of service Relevant Functional 
Experience

Geographic Experience
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Board of Directors cont.

Nicholas Bull
Senior Independent Non-Executive Director
British
Appointed as a Non-Executive Director and Senior  
Independent Director on 10 April 2015

Heather Lawrence
Independent Non-Executive Director
British
Appointed as a Non-Executive Director on 7 November 2022

Hongyan Echo (Echo) Lu
Independent Non-Executive Director
British/Chinese
Appointed 1 December 2017

Key skills and experience
– Global financial services and banking experience
– International business experience and insights, especially in China
– Advocate for ESG and SRI matters at the Board

Key skills and experience
– More than 25 years' experience in finance
– Strong background in corporate finance and investment banking, and 

track record of delivering positive change globally and regionally

Key skills and experience
– Global business experience gained in different sectors in Europe, 

Asia and the US
– Strong background in general management and track record of 

delivering positive change

External appointments
Deputy Chair of Conran Holdings Ltd, Trustee of the Design Museum, 
Camborne School of Mines Trust, The Creative Education Trust and the 
Conran Foundation and a member of the Advisory Panel of INTO 
University. Previously served as Chair of Fidelity China Special Situations 
plc, Chair of De Vere, Chair of the Advisory Board of Westhouse 
Securities and of Smith’s Corporate Advisory Limited and a member of 
Council of the University of Exeter. Nicholas had a global career in 
banking with Morgan Grenfell (subsequently Deutsche Bank), Société 
Générale and ABN AMRO.

External appointments
Non-Executive Director and Chair of the Audit Committee at Melrose 
Industries plc. Heather originally qualified as a Chartered Accountant 
and subsequently spent well over a decade working in senior roles in 
corporate finance and investment banking, where she honed her 
experience across industrial and transportation businesses. In her most 
recent role, Heather was a Managing Director at Citigroup, where she 
ran the Aviation and Travel franchise in EMEA. She has served on 
several boards and retired from her role as a Non-Executive Director of 
Flybe plc in 2019.

External appointments
Managing Director, UK and ROI, of Sonova Group, the global leader 
for innovative hearing solutions. Previously Chief Executive Officer 
of Haulfryn Group Ltd, a UK leisure business, Managing Director, 
International of Holland & Barrett International and Managing Director 
of Homebase Ltd as part of Home Retail Group plc. Echo spent ten 
years at Tesco plc in a variety of senior leadership roles. Echo was a 
Non-Executive Director of Dobbies Garden Centres and was a member 
of the Advisory Board for Diversity in Hospitality, Travel and Leisure.

Qualifications
Nicholas has a BSc in Chemistry from the University of Exeter and is a 
Fellow of the Institute of Chartered Accountants in England and Wales. 
He received an Honorary Doctorate of Law from the University of Exeter 
in 2022.
Nicholas was appointed as Chair of the Audit and Risk Committee on 19 
May 2022 and he is expected to step down as Chair following the 2023 
AGM. Nicholas brings extensive financial experience through his 
previous roles with Fidelity China Special Situations plc, De Vere Group 
Limited, Morgan Grenfell, Société Générale and ABN Amro.

 See the Audit and Risk Committee report on page 71.

Qualifications
Heather holds a bachelor’s degree in Economics from the  
University of Exeter.
Heather was appointed as Chair Designate of the Audit and Risk 
Committee on 7 November 2022, and she is expected to succeed 
Nicholas Bull as Chair following the 2023 AGM.

Qualifications
Echo has a Bachelor of Arts in International Economy and Finance from 
Fudan University, Shanghai and a Master of Science in Industrial 
Relations and Human Resources from West Virginia University.
Echo was appointed as Chair of the Remuneration Committee on  
1 May 2021, having served on the Remuneration Committee since her 
appointment to the Board in December 2017. Her background and 
qualifications in Industrial Relations and Human Resources provide  
the Company with an ideally experienced Chair of the 
Remuneration Committee.

 See the Remuneration Committee report on page 85.

S N RR A NNA

Key to Committee memberships

 Committee chair

A  Audit and Risk

N  Nomination

R  Remuneration

S  Sustainability
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Board of Directors cont.

Steve Murray
Independent Non-Executive Director
British
Appointed 1 September 2022

Fran Philip
Independent Non-Executive Director, Designated 
Non-Executive Director for Workforce Engagement
American
Appointed 1 October 2016

Jakob Sigurdsson
Independent Non-Executive Director
Icelandic
Appointed 1 October 2020

Key skills and experience
– More than 30 years' experience in the apparel and footwear industry
– Strong background in general management and track record of 

delivering positive change globally and regionally

Key skills and experience
– Extensive speciality retailing business experience
– Deep background in product innovation, design and development
– Workforce dynamics experience

Key skills and experience
– International business experience across a diverse range of sectors 

with particular emphasis on growth in new or developing markets
– Strong background in general management and track record of 

delivering positive change

External appointments
Previously Global Brand President of The North Face and a member of 
the group executive leadership team at VF Corporation, one of the 
world's largest apparel, footwear and accessories companies and the 
parent company of The North Face, Timberland and Vans. Steve 
previously served as CEO of Airwair International (Dr. Martens, the iconic 
British footwear brand), and prior to that he served as Global Brand 
President of Vans, Global Brand President of Urban Outfitters and EMEA 
President of Deckers Brands.

External appointments
Non-Executive Director of Vera Bradley Inc., Sea Bags, Totes Isotoner 
and Vista Outdoor Inc. Previously Fran worked for The Gap, Williams-
Sonoma, The Nature Company, and LL Bean, where she initially served 
as Director of Product Development, Home Furnishings, going on to 
hold a number of roles including Vice President, Affiliated Brands, before 
becoming Chief Merchandising Officer until her retirement. Fran was 
previously a Non-Executive Director of Regent Holdings and an industry 
executive for Freeman Spogli.

External appointments
Chief Executive Officer of Victrex plc, an innovative world leader in 
high-performance polymer solutions. Jakob has more than 20 years’ 
experience in large multinational companies, both listed and private, 
including nine years with Rohm & Haas (now part of Dow Chemical) in 
the US, as well as Chief Executive of food manufacturer Alfesca in 
Europe and Chief Executive of Promens.
Between September 2016 and June 2017, Jakob was Chief Executive 
Officer of VÍS, the largest Icelandic insurance and reinsurance company. 
He has held various Non-Executive roles and was a Member of the 
University of Iceland Council and a Non-Executive Director of the 
Icelandic Technology and Development Board.

Qualifications
Steve holds a bachelor’s degree in Business Studies from Middlesex 
University, England.

Qualifications
Fran has a degree in English and Sociology from Bowdoin College, 
Maine, and an MBA from the Harvard Business School.

Qualifications
Jakob has a BSc in Chemistry from the University of Iceland and an MBA 
from the Northwestern University.

N S NR R AA N

Key to Committee memberships

 Committee chair

A  Audit and Risk

N  Nomination

R  Remuneration

S  Sustainability
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Corporate governance

LEADERSHIP AND ENGAGEMENT
Our governance framework enables effective decision making and 
ensures collaboration between the Board, its Committees and the GET.

THE BOARD
The Board is collectively responsible for the 
long-term success of the Group and for ensuring 
leadership within a framework of effective controls. 
The key roles of the Board are:

– setting the strategic direction of the Group, 
including consideration of strategic acquisitions;

– overseeing implementation of the strategy  
and monitoring performance by ensuring that  
the Group is suitably resourced to achieve  
its aspirations;

– overseeing returns to shareholders and 
monitoring the share price; 

– encouraging entrepreneurial leadership by 
providing a framework of prudent and effective 
controls which enables risk, including risk 
tolerance, to be assessed and managed, 
supported by robust systems of governance, 
ethics and compliance;

– engaging appropriately with stakeholders to 
understand their views; and

– setting and monitoring the Group’s culture, 
supported by its values, and ensuring alignment 
with the Company’s purpose and strategy.

The 'Role of the Board' section on page 65  
sets out how the Board has discharged these 
key roles in 2022. 

CHAIR
– Primarily responsible for the overall effectiveness 

of the operation, leadership and governance of 
the Board.

– Leads the Board, sets the agenda and promotes 
a culture of open debate between Executive and 
Non-Executive Directors. Ensures that there is 
a focus on Board succession plans to maintain 
continuity of skilled resource. Responsible for 
CEO succession.

– Provides advice and acts as a sounding board to 
the Board and management. Has open and 
regular contact and interaction with the CEO.

– Ensures effective communication with 
our shareholders.

SENIOR INDEPENDENT DIRECTOR
– Provides a sounding board to the Chair.
– Leads the appraisal of the Chair’s performance 

with the other Directors annually.
– Acts as an intermediary for other Directors, 

if needed.
– Available to respond to shareholder concerns 

if contact through the normal channels 
is inappropriate.

NON-EXECUTIVE DIRECTORS
– Contribute to developing our strategy.
– Scrutinise and constructively challenge  

the performance of management in the execution 
of our strategy.

– Responsible for the governance of the Company. 
– Bring their diverse expertise to the Board and 

Board Committees.
– Devote such time as is necessary to the  

proper performance of their duties.

COMPANY SECRETARY
– Provides support to the Board and ensures 

information is made available to the Board  
in a timely manner.

– Supports the Chair on meeting management 
arrangements including setting the agendas for 
the Board, administering Board effectiveness 
reviews, ensuring appropriate Board training  
and coordinating Board inductions.

– Provides advice on corporate governance matters. 
All Directors have access to the advice of the 
Company Secretary.
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Corporate governance cont.

THE ROLE OF THE BOARD
Setting the strategy
The Board's forward-looking agenda focused on 
strategic matters including ESG and regulatory 
issues, as well as any other matters that may 
influence or affect the Company’s achievement of its 
goals, including generating sustainable growth. 
During 2022, the Board considered a wide range of 
topics including the structure of the organisation, 
the progress of Strategic Projects as well as 
divestment of the Brazil and Argentinian business 
and the acquisitions of Texon and Rhenoflex. The 
Board held its annual Strategy Meeting in 
September at Rhenoflex and focussed on the 
strategy of the Footwear business and considered 
the Performance Materials strategy for growth.

Performance and monitoring including shareholder 
returns
The Board and its Committees evaluate and oversee 
current performance, including against ESG targets, 
and are responsible for approving annual plans and 
budgets, results, dividends and announcements, 
including the going concern and viability statements. 
The Board also oversees returns to shareholders 
and ensures pensioners’ interests are safeguarded. 
Post-acquisition reviews are undertaken to ensure 
performance is in line with expectations. 
Performance monitoring includes non-financial 
performance such as employee wellbeing, 
environmental and social measures, and ethical 
business practice. 

Setting the framework of internal controls and  
risk management
The Board sets the Company’s risk appetite, 
assesses principal and emerging risks and reviews 
mitigation plans. Responsibility for monitoring the 
Company’s risk management and internal control 
systems is delegated to the Audit and Risk 
Committee (see page 74). You can read more about 
our principal and emerging risks on pages 42 to 49.

Robust systems of governance, ethics and 
compliance
The Board regularly reviews information relating to, 
among other areas, anti-bribery and corruption and 
whistleblowing as set out in the Audit and Risk 
Committee Report and in the principal risks and 
uncertainties section. As set out in the Sustainability 
Report, we support the United Nations Guiding 
Principles on Business and Human Rights in all our 
operations. Underpinned by our global policies, we 
uphold the requirements of the United Nations 
Declaration of Human Rights and the Convention on 

the Rights of the Child, the core International Labour 
Organisation Conventions and The Organisation for 
Economic Co-operation and Development 
Guidelines for Multinational Enterprises. We uphold 
the aims of the California Transparency in Supply 
Chains Act of 2010. In accordance with the UK 
Modern Slavery Act 2015, we publish on our website 
a statement, which is approved annually by the 
Board, on our actions to prevent modern slavery in 
our operations and in our supply chain. We expect 
our employees and our suppliers to behave ethically 
in all their dealings relating to our business. All our 
employees receive training on ethics, compliance 
and modern slavery including focussed training and 
online training modules for our senior employees 
and those with customer or supplier facing roles. 
These training programmes are regularly refreshed, 
available in 12 languages, form part of the induction 
for new starters and are rolled out biannually for all 
relevant employees including Directors. 

Stakeholder engagement 
The Board ensures that there is continued 
compliance with the Code (see page 59) and with 
wider statutory and regulatory requirements. 
The Board acts fairly between stakeholders and 
engages in appropriate dialogue to obtain the views 
of stakeholders as a whole. You can read more 
about our engagement with stakeholders on 
pages 32 to 34.

Culture
The Board and its Committees assess and monitor 
culture through a number of indicators and 
mechanisms including in 2022:

– A presentation on Culture, diversity, equity and 
inclusion initiatives, including the setting of 
targets, and talent management plans for 2023 at 
the December 2022 Board meeting 

– Health and safety updates at every Board meeting 
and an annual review into wellbeing

– Designated Non-Executive Director for Workforce 
Engagement updates and Great Place to Work 
certifications and updates

– A review of whistleblowing cases and remedial 
actions (read more on page 81)

– Insights from supplier audits 
– A sustainability strategy review and consideration 

of sustainability metrics that are presented at all 
Board meetings

– Appropriately monitoring policies, practices and 
behaviour and how they support strategy via 
reports given at Board meetings
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Corporate governance cont.

GOVERNING DOCUMENTS
Articles of Association
The Articles of Association set out the rules agreed 
between shareholders as to how the Company is 
run, including the powers and responsibilities of 
the Directors.

Coats’ Articles of Association were approved  
for adoption at the 2021 AGM and these reflect  
best practice and current legal and 
governance standards.

Service contracts
Details of the Executive Directors’ service contracts 
and the Chair’s and the Non-Executive Directors’ 
letters of appointment are set out in the Directors’ 
Remuneration Report on page 92. These documents 
are available for inspection at the registered office 
of the Company during normal business hours and 
at the AGM venue. These documents are reviewed 
regularly.

Committee terms of reference
The Board is assisted by four Board Committees to 
which it delegates matters as appropriate. Each 
Committee has full terms of reference that are 
reviewed annually and have been approved by the 
Board and which can be found on our website at 
www.coats.com/en/About/Corporate-Governance/ 
Board-Committees.

Directors’ indemnities
The Company maintains Directors’ and Officers’ 
liability insurance, which provides appropriate cover 
for any legal actions brought against its Directors. 
Each Director has been granted indemnities in 
respect of potential liabilities that may be incurred 
as a result of their position as an officer of the 
Company. A Director will not be covered by the 
insurance in the event that they have been proven 
to have acted dishonestly or fraudulently.

Delegated Authorities
The Coats Delegated Authorities policy is an internal 
document that sets out the delegations below 
Board level. It is reviewed and approved annually. 
It provides a structured framework to ensure the 
correct level of scrutiny of various decisions covering 
matters including contracts, capital expenditure, 
tax, treasury and human resourcing decisions.

Ensuring alignment

The Board, with support from its Committees, plays 
a crucial role in ensuring the alignment of the 
Group's culture with the purpose and strategy. As 
set out elsewhere in this Annual Report, the Board 
has considered the changes to the organisational 
structure resulting from the Strategic Projects, 
acquisitions and divestments as part of the updates 
presented at Board meetings and a key part of 
these discussions, and ultimate decisions, relate to 
our people and culture. The Board and its 
Committees continue to consider any trends in, and 
the insights from, the cultural indicators and metrics 
as well as other information presented at and in 
between Board meetings, through the lens of 
ensuring the desired alignment between culture, 
values, strategy and purpose, and provide feedback 
and direction if required. You can read more about 
our values on page 11.

 
Good governance is key to 
delivering a strategy. The Board 
has the global view which enables 
them to ensure that individual 
plans align and therefore that the 
group’s strategy and broader 
purpose is met."
Heather Lawrence
Non-Executive Director 66
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Corporate governance cont.

BOARD COMMITTEES
Audit and Risk Committee
– Oversees and monitors the integrity of the 

Company’s financial statements, accounting 
processes and audits (internal and external).

– Ensures that risks are carefully identified and 
assessed, and that effective systems of risk 
management and internal control are in place 
and appropriately monitored.

– Reviews matters relating to fraud.
– Oversight of the governance-related  

element of ESG.
 See page 71 for more information.

Remuneration Committee
– Reviews and recommends the framework and 

policy for the remuneration of the Chair, the 
Executive Directors, the Company Secretary and 
senior executives, in alignment with the Group’s 
reward principles.

– Reviews workforce remuneration and related 
policies, and alignment of incentives and rewards 
with culture, to help inform the setting of the 
Directors’ Remuneration Policy.

– Consults with shareholders on the Remuneration 
Policy.

– Considers the business strategy of the Group 
and how the Remuneration Policy reflects and 
supports that strategy.

– Oversight of the remuneration-related  
social element of ESG.

 See page 85 for more information.

Nomination Committee
– Reviews the structure, size, composition and  

mix of skills and experience of the Board and 
its Committees.

– Identifies and nominates suitable executive 
candidates to be appointed to the Board and 
reviews the talent pool.

– Considers wider elements of succession 
planning below Board level, including  
diversity and inclusion.

– Oversight of the diversity and inclusion-related 
social element of ESG.

 See page 77 for more information.

Sustainability Committee
– Provides strategic oversight and monitors the 

execution of the Company’s Sustainability 
strategy and initiatives.

– Oversees, reviews and provides input as 
required to refine, enhance and accelerate the 
progress of the Company’s sustainability 
strategy, projects and targets. 

– Oversees the environmental and employee 
engagement-related social elements of ESG.

The Sustainability Committee is chaired by the 
Chair of the Board, and its other members are the 
Group CEO and two Non-Executive Directors. 
It was established in December 2021 and its terms 
of reference are available on coats.com. 
The Committee met twice during 2022.
See the Working Responsibly section of this Annual 
Report and the Sustainability Report, available from 
www.coats.com/sustainability, for more information.

OTHER COMMITTEES
Disclosure Committee
The Disclosure Committee oversees the 
Company’s compliance with its disclosure 
obligations. The Group CEO chairs the Committee, 
and its other members are the Chief Financial 
Officer and the Group Company Secretary.

Acquisition Committee 
The Acquisition Committee is authorised to 
oversee specified projects by the Board when 
appropriate. The Group CEO chairs the Committee, 
and it includes the Chief Financial Officer and the 
Group Company Secretary.

Group Risk Management Committee (GRMC)
The GRMC is responsible for formulating risk 
management strategies and polices, and 
monitoring risk management throughout the Group. 
Its Chair is the Group CEO and its membership 
is aligned to the Group Executive Team.

  See page 68 for information on our  
Group Executive Team.
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GROUP EXECUTIVE TEAM (GET) MEMBERS’ 
ROLES AND RESPONSIBILITIES
The GET is responsible for the operational 
delivery of the Group’s strategy.  
This includes day-to-day management  
of operations and responsibility for 
monitoring detailed performance of  
all aspects of our business.
During 2022 the following roles were  
part of the GET: 

RAJIV SHARMA
Group CEO 

 See biography on page 61

– Responsible for executive management of the 
Group as a whole.

– Delivers strategic and commercial objectives 
within the Board’s stated risk appetite (see page 
42 for more detail on key risks).

– Builds positive relationships with all the Group’s 
stakeholders (see page 32).

JACKIE CALLAWAY
Chief Financial Officer 

 See biography on page 61

– Responsible for financial management  
and implementing and monitoring effective 
financial controls.

– Supports the Group CEO in developing and 
implementing the Company’s strategy.

– Oversees relationships with the investment and 
banking community.

ADRIAN ELLIOTT
President, Apparel & Footwear 
– Responsible for the overall strategy for A&F, 

including the development and delivery of value-
adding products and customer propositions. 
Also responsible for Coats Digital and Marketing.

STUART MORGAN
Chief Legal & Risk Officer and  
Group Company Secretary 
– Responsible for legal and compliance, 

governance, risk management and company 
secretarial matters. He has executive oversight  
of the Group Internal Audit function.

– You can read more about the Group Internal Audit 
function’s work during the year on page 74.

FARNAZ RANJBAR
Chief Human Resources Officer
– Responsible for delivering the global Human 

Resources strategy, including performance 
management, progression planning, reward  
and talent acquisition.

– You can read more about People and Culture 
on page 16.

SOUNDAR RAJAN
Chief Supply Chain Officer
– Responsible for supply chain management, 

sustainability, and health and safety.

MICHAEL SCHOFER
Chief Operations Officer, Americas 
– Responsible for all operations in the Americas 

region, including quality, compliance, customer 
service and sustainability programmes.

FREDERIC VERAGUE
Chief Operations Officer, EMEA
– Responsible for all operations in the EMEA region, 

including quality, compliance, customer service 
and sustainability programmes.

BILL WATSON
Chief Operations Officer, Asia 
– Responsible for all operations in the Asia region, 

including quality, compliance, customer service 
and sustainability programmes.

– The President, Performance Materials, left the 
business on 31 December 2022 . This role was 
responsible for delivering the overall strategy  
for Performance Materials, including commercial 
activities and developing talent, and 
Group innovation. 

GET ROLES IN 2023
From 1 January 2023, a new GET structure is in 
effect following the Board’s decision to change to a 
divisional operating structure. The changes to GET 
membership and responsibilities are set out below:

– Adrian Elliott is now CEO of Apparel;
– Soundar Rajan is now CEO of Performance 

Materials; and
– Frederic Verague is now CEO of Footwear. 

Rajiv Sharma, Jackie Callaway, Stuart Morgan and 
Farnaz Ranjbar continue in their existing roles.
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and physical meetings. This approach will be kept 
under review to ensure effectiveness is optimised.

The Board visited the Rhenoflex facilities in 
September and held the Annual Strategy Meeting 
onsite to allow engagement with the local workforce 
and other stakeholders to enhance strategic 
discussions and understanding of the Footwear 
business. The Board travelled to Mexico for its 
annual away week and toured various sites, met 
with stakeholders and participated in community 
events. You can read more about the Board’s 
engagement with stakeholders on pages 32 to 34.

In addition to the scheduled meetings, the Senior 
Independent Director and the Non-Executive 
Directors meet once a year without the Chair 
present in order to appraise his performance. 
The Chair and the Non-Executive Directors also 
periodically attend sessions without management 
present to discuss, amongst other things, the 
performance of key members of management.

Board and Committee attendance
The Directors’ attendance record at the last AGM, 
scheduled Board meetings and Board Committee 
meetings regularly attended by Non-Executive 
Directors, for the year ended 31 December 2022 
is set out in the table below. For Board and Board 
Committee meetings, attendance is expressed as 
the number of meetings attended out of the number 
that each Director was eligible to attend.

During the year, the Board held seven scheduled 
meetings and an additional four Board calls were 
held to discuss business matters that the Chair 
and Group CEO decided should be considered 
by the Board. All Directors received papers for 
meetings in advance. The Board resumed meeting 
in person for the majority of meetings held during 
the year but utilised technology to hold hybrid 
or fully virtual meetings when it was appropriate 
to do so, recognising the environmental benefits 
and other efficiencies in balancing a mix of virtual 

Corporate governance cont.

Board effectiveness improvements in 2022
The Board progressed the agreed action plan in relation to the feedback received as part of the 2021  
internal effectiveness review and a summary is set out below: 

Actions taken in 2022 as a result of previous evaluation feedback
Continue focus on ESG 
matters, particularly related to 
‘social’ including culture, at 
Board meetings and through 
Committees, including the 
newly formed Sustainability 
Committee

– Appointment of new Chief Human Resources Officer, launch of 'Coats for All' 
including new DE&I targets and initiatives

– Continuation of ‘Great Place to Work’ certification
– New sustainability targets recommended by Sustainability Committee to Board
– Development of Audit and Assurance Policy by Audit and Risk Committee
– Development of new Remuneration Policy by Remuneration Committee

Continue to ensure that the 
Board engages appropriately 
with all stakeholder groups

– Further information available in Stakeholder engagement section of this Annual 
Report on pages 32 to 34

– Focus on maximising time at Board visits to engage with all stakeholders, including 
employees at all levels of the business

Lead by example on 
simplification by reducing the 
demand on management time 
through the preparation of 
shorter, more-focussed Board 
packs, that maintain the 
quality of information required 
for effective decision making

– Agreed new ways of working to identify desired paper length relative to discussion 
time allocated at meetings, with traffic light tracking system to easily see 
compliance

– Revised Board paper templates shared with presenters
– Significant reduction in length of Board packs demonstrated in 2022

Board Audit and Risk Nomination5 Remuneration Sustainability AGM

David Gosnell 11/11 1/1 2/2 1/1
Rajiv Sharma 11/11 2/2 1/1
Jackie Callaway 11/11 1/1
Nicholas Bull 11/11 5/5 1/1 4/4 2/2 1/1
Anne Fahy1 4/4 3/3 1/1
Heather Lawrence3 2/2 1/1
Echo Lu 10/114 1/1 4/4 1/1
Steve Murray2 4/4 1/1 2/2
Fran Philip 11/11 1/1 4/4 2/2 1/1
Jakob Sigurdsson 11/11 5/5 1/1 1/1

1. Anne Fahy stepped down from the Board on 18 May 2022.
2. Steve Murray was appointed to the Board on 1 September 2022.
3. Heather Lawrence was appointed to the Board on 7 November 2022.
4. Echo Lu was unable to attend the ad hoc Board call convened at short notice on 25 July 2022 due to a long-standing commitment that could not be changed. 

The business of the meeting was time sensitive. Echo had been involved in all previous discussions regarding the business of the meeting and discussed the 
outcomes of the call with the Chair shortly after the meeting.

5. Certain Nomination Committee discussions were conducted as part of scheduled Board meetings. 69
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Areas for development and actions planned for 2023 
Key areas for focus Actions identified for 2023

Effectively telling the strategic story 
externally

– Ongoing Investor Relations programme with regular updates presented at 
Board meetings

– Refreshing the Annual Report 
Board’s oversight and assurance of 
technology

– Regular Board updates from the Head of Cyber Security
– Cyber Security deep dive at the Board

Continuing to work on executive 
succession planning

– Continuing to invite appropriate Group Executive Team members to attend 
Board meetings as an observer

– Talent and succession reviews with Chief HR Officer

Corporate governance cont.

2022 review of effectiveness 
In line with the Code, this year an external 
evaluation of the effectiveness of the Board and its 
Committees was conducted by Independent Audit 
Limited (‘IAL’). IAL were also used by the Company 
to conduct the 2019 external evaluation and it was 
considered beneficial to track changes in the 
previous findings and adopt a consistent approach 
to allow true comparisons, noting the period of 
substantial change both internally and externally 
over the intervening time frame. IAL has no other 
connection to the Company nor any Directors. 

The process included the circulation of an electronic 
questionnaire, that was developed and administered 
by IAL, pertaining to the Board and its Committees 
which was completed by all Board members and 
also by regular Board and Committee meeting 
attendees. The questionnaire covered a wide range 
of topics, including Board operations and dynamics, 
Board and Committee composition including 
diversity and how the Board and senior 
management interacted. The questionnaire also 
probed the content and scope of topics covered at 
Board meetings, including stakeholder engagement 
and overseeing culture, as well as considering the 
discharge of other S172 duties. This process was 
supplemented with interviews conducted between 

IAL and the Chair of the Board and each of the 
Chairs of the Committees, the Group CEO, the 
Chief Finance Officer and the Company Secretary. 
IAL also observed a Board and Remuneration 
Committee meeting and examined a sample of 
materials prepared for Board and Committee 
meetings to enable them to make a full and 
transparent evaluation of the ways of working. IAL 
presented a summary of their findings to the Chair 
and the Group Company Secretary to discuss key 
outcomes. The full report was then circulated to the 
Board and was considered at the December 2022 
meetings of the Board and its Committees, where 
a full and frank discussion and analysis were 
undertaken. The report identified key strengths, 
including the Board's interaction with the GET, its 
contribution to strategy and its oversight of risks and 
Group culture, and areas for development. Action 
plans and focus areas for 2023, including timelines 
for delivery, were agreed as set out below and in the 
relevant Committee reports. Noting that there had 
only been two meetings of the newly formed 
Sustainability Committee, it was deemed 
appropriate not to have a full formal evaluation  
but instead to include open ended questions on 
relevant areas to identify any relevant feedback  
and areas of concern.

7 0

STRATEGIC REPORT
CORPORATE GOVERNANCE

FINANCIAL STATEMENTS
OTHER INFO



Coats Group plc Annual Report and Accounts 2022

Audit and Risk Committee report

Nicholas Bull
(Chair since 19 May 2022)

Member since 2015

Heather Lawrence 
(Chair Designate)

Member since 
7 November 2022

Steve Murray
Member since 
1 September 2022

Jakob Sigurdsson
Member since 2020

Dear Shareholder,
I am pleased to present this report, which is my first 
as Chair of the Audit and Risk Committee, for the 
year ended 31 December 2022. This report sets out 
how the Committee has discharged the duties 
delegated to it by the Board, and the key topics and 
findings during the year.

This year we completed a competitive external audit 
tender process which resulted in the appointment of 
Ernst & Young LLP, subject to approval by the 
shareholders at the 2023 AGM, for the financial year 
commencing 1 January 2023. You can read more 
about the process undertaken on page 75.

The Committee reviewed and considered the 
governance of the Strategic Projects that were 
undertaken during the year. Ensuring the correct 
accounting policies and assurance processes 
including, where relevant, post investment reviews 
(in particular in relation to acquisitions) enable the 
Company’s strategy to be appropriately and 
effectively executed.

The Committee has continued to look ahead 
towards potential future regulatory changes and 
emerging best practice. In anticipation of the 
reforms proposed by the UK government in its 
publication from May 2022, the Committee has 
overseen the development and approval of an Audit 
and Assurance Policy which is available on our 
website www.coats.com. During the year, the 
Committee also continued to consider ESG-related 
reporting requirements and expectations. The 
Company will continue to consider the appropriate 
timing and process to progress the external 
assurance of its sustainability data.

The global business environment continues to be 
uncertain and the importance of the Committee’s 
annual work cycle of monitoring and reviewing the 
integrity of the Company’s financial reporting and 
supporting systems and process, reviewing Group 
Internal Audit activities including the processes for 
whistleblowing and fraud, reviewing and challenging 
risk management and internal controls processes 
remains critical to our stakeholders. During 2022, 
there have been deep-dives into expense 
management processes and further reviews of 
compliance with HR controls, noting the change in 
Chief HR Officer during the year. Recognising the 
increase in the prevalence of cyber-attacks on 
corporates, in July 2022 the Committee reviewed 
the cyber security-related controls, mitigations and 
the methods used for threat identification. 

Anne Fahy resigned from the Board and as Chair of 
the Committee at the 2022 AGM. I would like to 
thank Anne for her valuable contributions during her 
tenure. I was appointed Chair of the Committee for 
one year while an external search for a new 
Non-Executive Director was conducted. Heather 
Lawrence became a Non-Executive Director and 
was appointed Chair Designate of the Committee  
in November 2022, and she is expected to succeed 
me as Chair of the Committee following the 
2023 AGM. Steve Murray was appointed as a 
Non-Executive Director and a member of the 
Committee in September 2022. I’m delighted to 
welcome both Heather and Steve to the Committee.

Nicholas Bull
Chair, Audit and Risk Committee
1 March 2023

Principal objectives of the Audit and Risk Committee
– To monitor the integrity of the Group’s financial 

reporting processes.
– To ensure that risks are carefully identified and 

assessed, and that sound systems of risk 
management and internal control are in place.

Key responsibilities
– Oversee the accounting principles, policies and 

practices adopted in the Group’s accounts.
– Oversee the external financial reporting and 

associated announcements.
– Oversee the appointment, independence, 

effectiveness and remuneration of the Group’s 
external auditor, including the policy on the supply 
of non-audit services.

– Conduct a competitive tender process for the 
external audit when required.

– Review the resourcing, plans, reports and 
effectiveness of Group Internal Audit.

– Ensure the adequacy and effectiveness of the internal 
control environment.

– Monitor the Group’s risk management processes 
and performance.

– Ensure the establishment and oversight of fraud 
prevention arrangements and consider reports under 
the whistleblowing policy in conjunction with 
the Board.

– Develop and monitor the Audit and Assurance Policy.
– Reviewing the Group’s compliance with the Code.
– Provide advice to the Board on whether the Annual 

Report and Accounts, when taken as a whole, is fair, 
balanced and understandable and provides all the 
necessary information for shareholders to assess 
the Company’s performance, business model 
and strategy.
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Audit and Risk Committee report cont.

Highlights of 2022
– Completion of audit tender resulting in 

appointment of Ernst & Young LLP.
– Development of assurance policy.
– Developing regulatory environment for audit.
– Deep dives into cyber-security and expense 

controls processes.

Areas of focus for 2023
– Design and rollout of automated controls 

testing.
– External auditor transition.
– Supplier payment terms review.
– Progressive implementation of assurance 

policy including the assurance of 
sustainability data.

Membership and meetings
The members of the Committee are independent 
Non-Executive Directors. During the year, the 
Committee met four times and held one additional 
call, and all Committee Members attended the 
maximum number of meetings possible. Further 
details of individual Directors’ attendance can be 
found on page 69. The Committee met privately 
with the external auditor and with the Group Internal 
Audit function. In addition to the Committee 
members, the Group Chief Financial Officer, the 
Chief Legal & Risk Officer and Group Company 
Secretary, the Group Financial Controller, the Senior 
Financial Reporting Manager, the Head of Group 
Internal Audit, the Chief HR Officer and the external 
auditor attended parts of these meetings by 
invitation. The Group Chair and Group CEO may also 
attend meetings. The Deputy Company Secretary 
acts as Secretary to the Committee. The Chair of the 
Committee holds regular meetings with both internal 
and external auditors, and each has an opportunity 
to discuss matters with the Committee without 
management being present.

‘Financial expert’, recent and relevant financial 
experience
The Board has confirmed that it is satisfied that 
Committee members possess an appropriate level 
of independence and depth of financial and 
commercial, including sectoral, expertise. For the 
purposes of the Code, in respect of the financial 
year ended 31 December 2022, Nicholas Bull, Anne 
Fahy and Heather Lawrence were the members of 
the Committee determined by the Board as having 
recent and relevant financial experience. You can 
read more about the skills and experience of the 
members of the Committee on pages 61 to 63.

Financial reporting, going concern and  
viability statement
During the year, the Committee reviewed the interim 
results announcement, including the interim financial 
statements, the Annual Report and associated 
preliminary results announcement, focussing on key 
areas of financial judgement and estimates made by 
management to ensure it was satisfied with the 
outcome, critical accounting policies, disclosures 
(including those relating to contingent liabilities, 
climate change and principal risks), provisioning and 
any changes required in these areas or policies. 
Particular focus areas during the year were the 
accounting treatment of our recent acquisitions and 
our Strategic Projects. The Committee reviewed the 
updated wording of the Group’s longer-term viability 
statement, set out on page 50. The Committee 
reviewed the process undertaken to ensure that the 
model used was consistent with the approved 
Business Plan and that the relevant scenario and 
sensitivity testing aligned clearly with the principal 
risks of the Group. The Committee challenged the 
underlying assumptions used and reviewed the 
results of the detailed work performed. The 
Committee was satisfied that the analysis 
supporting the viability statement had been 
prepared on an appropriate basis. The Committee 
also reviewed the going concern statement, set out 
on page 81 and confirmed its satisfaction with the 
methodology including the appropriateness of 
sensitivity testing.

The Committee continues to focus on both the basis 
of preparation of the going concern and viability 
analysis as well as the external disclosures, to 
ensure they are prepared in line with current 
Financial Reporting Council (FRC) guidance.

Fair, balanced and understandable
As part of its review of the company’s Annual Report 
and associated disclosures, the Committee has 
considered whether the report is ‘fair, balanced and 
understandable’ and provides the information 
necessary for shareholders to assess the Company’s 
position, performance, business model and strategy, 
as required by the Code. The Committee used the 
established processes to ensure its input was 
appropriately timed, including providing feedback 
on the planning process, and considering the 
reviews taken by external advisers. The Committee 
received a full draft of the Annual Report and 
provided feedback on it, highlighting the areas that 
would benefit from further clarity or balance, and 
this feedback was appropriate incorporated. In this 
respect the Committee focussed on ensuring 
consistency and completeness in non-financial 
reporting, including ESG and TCFD reporting, 
principal risks and uncertainties and reviewing the 
use of alternative performance measures and their 
appropriateness in aiding users of our financial 
statements to understand better our performance 
year-on-year. On this basis, the Committee 
recommended to the Board that it could make the 
required statement that the Annual Report is ‘fair, 
balanced and understandable’.
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Audit and Risk Committee report cont.

Following their review of the Annual Report for the 
year ended 31 December 2021, the FRC wrote to the 
Company in May 2022 requesting additional 
information to understand the basis for recognising 
the insurance reimbursement receivable relating to 
the Lower Passaic River legacy environmental 
matter, as well as details of other provisions. We 
provided this information as part of our response, 
which the FRC accepted as being satisfactory and 
closed the matter. In addition, the FRC listed some 
observations from their review in the appendix to 
their letter and we have reflected the appropriate 
changes in this Annual Report.

Significant issues relating to the financial statements
The Committee considered the following issues relating to the financial statements during the year. These include the matters relating to risks disclosed in the 
external auditor’s report:

Issue Review and conclusion

Exceptional and  
acquisition-related items

In 2022, exceptional and acquisition-related items of $55.0m have been recorded in operating profit; the disclosures in note 4 provide 
further details. The Committee assessed management judgements, took into account the views of the external auditor and concluded 
that the accounting treatment was appropriate given the one-off nature of the events.

Acquisition accounting – 
purchase price allocation

Following the acquisitions of Texon and Rhenoflex, the Group carried out an exercise to allocate the purchase price to the identifiable 
assets acquired and liabilities assumed at fair value. This exercise resulted in the identification of provisional goodwill and intangible 
assets of $338.7 million; the disclosure in note 31 provides further details. The Committee assessed the approach and judgements 
taken by management, whilst also taking into account the views of the external auditor and concluded the provisional fair values 
included in the financial statements are appropriate.

Pension matters – valuation 
of obligations and 
recognition of surpluses

At 31 December 2022, the Group’s IAS19 Pension surplus was $105.4 million. The Committee reviewed the methodology for 
determining key assumptions underpinning the valuation of liabilities of the Group’s most significant pension schemes, including the 
impact of the buy-in transaction completed during the year in the UK scheme. The Committee also reviewed in detail the various 
aspects of the continuing obligations to the Group’s ongoing schemes. The Committee also considered the recognition of surpluses in 
respect of both the UK and US funded plans. The Committee is satisfied that recognition of such surpluses and the disclosures 
provided in note 10 to the financial statements are in line with accounting practice.

US legacy environment 
provision

The Group has recognised a provision, net of insurance reimbursements, of $9.2 million in respect of remediation and legal/
professional costs for the Lower Passaic River. The Committee considered management’s position on the accounting and disclosure 
implications surrounding this environmental case, taking into account advice received from external counsel Sive Paget & Riesel P.C. 
Following the delivery of the US Environmental Protection Agency’s Record of Decision in March 2016, the Committee has continued 
to review whether subsequent events, including those impacting other parties considered to be responsible for the most significant 
contamination in the river, have triggered the requirement to remeasure the level of remediation provisioning previously established. 
The Committee is satisfied that there is no requirement to remeasure the remediation provision at 31 December 2022 and that the 
disclosures provided in note 28 to the financial statements are appropriate.

Taxation The Group operates in numerous jurisdictions around the world, with different regulations applying in different territories. This 
complexity, together with intra-Group cross-border transactions, give rise to inherent risks. In addition to reviewing the Group’s 
adjusted effective tax rate, which decreased from 30% to 29%, the Committee also considered the Group’s uncertain tax provisions 
and deferred tax assets, which amount in total to $26.3 million and $24.4 million respectively. The Committee is satisfied with the 
approach and disclosures adopted by management as reflected in the financial statements in note 9 to the financial statements.

The Committee also received regular updates on provisions made for litigation and tax matters and the Committee considered the appropriateness of the 
methodology applied. 7 3
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Internal control and risk management
The Board is responsible for the Group’s risk 
management framework and risk appetite. The 
Committee supports the Board in the management 
of risk and is responsible for reviewing the 
effectiveness of risk management and internal 
control processes during the year. The principal risks 
and uncertainties facing the Company are 
addressed in the Strategic Report and in the table 
on pages 42 to 49 in this Annual Report.

Fundamental components of the Company’s internal 
control and risk management framework include:

– management structure supported by clear 
approval limits and delegated authorities

– appropriately drafted and communicated policies, 
procedures, and guidance to support business 
operations

– a thorough and co-ordinated annual planning 
process and strategy review, combined with 
comprehensive financial forecasting, reporting, 
and budgeting

– embedded tools and technology such as SAP 
and Concur

– a well-established sign off system in relation to 
financial reporting and other business matters

– appropriate post-acquisition integration activities 
to ensure adherence to Group standards

– Group Internal Audit activities and investigations
– an externally operated whistleblowing helpline 

and robust process to allow anonymous reporting 
and suitable investigations

The Committee received updates on internal control 
matters from the management, Group Internal Audit 
and the external auditor at every meeting, as part of 
its key duty to review the Company’s internal control 
processes to facilitate timely identification of issues 
and formal tracking of remedial actions. Instances 
where the effectiveness of internal controls were 
considered insufficient, or where there was 
opportunity for enhanced controls, were discussed 
during the year with updates being provided when 
required. In particular, the Committee conducted a 
deep dive into cyber security risks and controls, and 
this will continue to be a focus in 2023. Remediation 
plans are monitored closely on an ongoing basis, 
including a further review of the application of HR 
controls to ensure these remained on track after the 
focus in 2021. The Committee continued to receive 
detailed bi-annual reports on internal controls over 
financial reporting, which included analytical reviews 
of balance sheets conducted in the business, deep 
dives into key financial risks and judgements and a 
review of the timeliness of previous Group Internal 

Audit follow-up actions. There were also regular 
updates on the governance and reporting of the 
Strategic Projects, divestments and acquisitions with 
agreement on how to communicate any relevant 
lessons learned.

Again, the Committee conducted its annual review 
of the effectiveness of the Company’s risk 
management and internal control systems covering 
all material controls, including operational and 
compliance controls. Following a robust process, the 
Committee was satisfied that these systems operate 
effectively in all material respects with no significant 
weaknesses identified and others remediated 
appropriately. The Committee also undertook its 
annual review of ESG reporting and disclosures, 
including consideration of the TCFD disclosures.

The Committee reviews the minutes of all Group 
Risk Management Committee meetings and 
discusses any relevant matters that have arisen 
with management.

Internal audit
The Group Internal Audit plan for the year is agreed 
in advance and reviewed at each Committee 
meeting. Updates are provided on audit coverage 
and any recommended changes to the schedule of 
work. The Committee reviews key findings from 
Group Internal Audit reports, receives detailed 
reports from management where appropriate, and 
monitors the rate at which actions agreed with 
management are implemented. Group Internal Audit 
present their annual audit opinion at the February 
meeting of the Committee. The Head of Group 
Internal Audit also consolidated and presented to 
the Committee a biannual review of in-country 
operational risks, which included a summary of any 
new risks that have arisen in the period with 
agreement on appropriate actions and interventions.

During the year, key themes in the Group Internal 
Audit reports included compliance with 
environmental and regulatory requirements across 
locations including reviews of compliance with zero 
discharge of hazardous chemicals rules. Group 
Internal Audit provided several updates on the 
consistency of the application of the expenses 
policy for those using our standard SAP Concur 
system noting any remediation activities in the event 
of exceptions, and this will be a regular activity 
going forward. Data analytics were also being used 
to review controls where certain exceptions to 
certain IT controls had been observed, with 
appropriate reporting being provided to the 
Committee. Investigations were conducted both 
remotely and physically on site during 2022, and the 
Committee continued to monitor the way internal 
audits were undertaken and the findings to ensure 
there was consistency of approach on audit delivery. 
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For any control findings identified as part of any 
investigation or audit, remediation plans were put in 
place and the Committee reviewed these and the 
adequacy of the implementation measures. Group 
Internal Audit also provide regular resourcing 
updates, and this was a priority in 2022 with a focus 
on the appropriate provision of external and internal 
resource to fill any temporary staffing gaps. Group 
Internal Audit continued to progress the actions 
identified as part of the effectiveness evaluation 
carried out by the Chartered Institute of Internal 
Auditors in 2021 and provided regular updates to 
the Committee. An internal assurance map was 
developed during 2022 and this will continue to be 
monitored. Group Internal Audit grade the severity 
of any findings in their reporting to the Committee, 
with significant control findings being defined as a 
material deficiency in the design or implementation 
of a control. This might include a risk of material 
misstatement of financial information where controls 
in operations are largely deficient or where there is 
a pervasive violation of policies and procedures. 
No significant control findings were identified during 
the period.

In response to the BEIS consultation on “Restoring 
Trust in Audit and Corporate Governance”, and our 
desire to take a proactive stance in this area, we 
have produced an Audit and Assurance Policy which 
outlines our approach to audit and assurance within 
the Group in all key areas, including future 
developments. This policy statement reflects our 
current position and this will continue to evolve, 
reflecting the final outcomes of the BEIS 
consultation and associated regulatory reform. In-
line with the ongoing consultation it is hoped that 
this policy statement will act as engagement 
facilitation tool. The Committee welcomes 
consultation with our stakeholders in this matter.

External audit

Independence
The Committee is responsible for reviewing the 
independence and objectivity of the Company’s 
external auditor, Deloitte LLP, agreeing the terms of 
engagement with them and the scope of their audit. 
This will be Deloitte's last year auditing the 
Company. Deloitte has a policy of partner rotation, 
which complies with regulatory standards, and, in 
addition, Deloitte has a structure of peer reviews for 
its engagements, which are aimed at ensuring that 
its independence is maintained. Maintaining an 
independent relationship with the Company’s 
external auditor is a critical part of assessing the 
effectiveness of the audit process. The Committee 
annually reviews the policy on non-audit fees to 
ensure it complies with latest FRC Ethical Standards.

The Committee also regularly reviews the level of 
audit and non-audit fees paid to Deloitte. The key 
principles of the policy on non-audit services are:

– The auditor is prohibited from providing any 
services that are not included in the list of 
permitted non-audit services. Permitted services 
include audit-related services such as reviews of 
interim financial information or any other review of 
accounts required by law to be provided by the 
auditor.

– Any service that is not on the list of permitted 
services, if in excess of $25,000, requires the 
approval of the Committee.

– Engagements entered into prior to 15 March 2020 
can be completed in line with the original terms as 
long as the non-audit work being provided under 
the transitional arrangements was envisaged at 
the time the engagement letter was signed.

During 2022, the external auditor provided services 
in relation to the Group’s interim results and also 
provided tax advisory services that were entered 
into prior to 15 March 2020. The external auditor has 
confirmed to the Committee that they did not 
provide any prohibited services and that they have 
not undertaken any work that could lead to their 
objectivity and independence being compromised.

The non-audit fees in relation to the services 
supplied by the external auditor can be found in 
note 5 of the financial statements. Non-audit fees 
presented as a percentage of total audit fees  
is 7%. The non-audit services primarily relate to 
long-running tax compliance and advisory services 
in India, and the Committee considered and 
approved a proposal for the external auditor to 
continue these works in India. In the case of each 
engagement, it was considered appropriate to 
engage Deloitte LLP for the work because of their 
existing knowledge and experience from prior 
Group engagements. The Committee discussed 
with, and received confirmation from, the external 
auditor that the audit team have not relied on the 
work performed by their tax teams as part of the 
audit and their objectivity and independence has 
been safeguarded. 

The lead partner is rotated every five years. 
Ed Hanson was appointed as the lead audit 
engagement partner in 2018.

The Group is in compliance with the requirements  
of the Statutory Audit Services for Large Companies 
Market Investigation (Mandatory Use of Competitive 
Tender Processes and Audit Committee 
Responsibilities) Order 2014.

Audit tender
As set out in last year’s Annual Report, the Company 
conducted a competitive tender process for the 
Group’s external auditor during 2022. Five firms 
were approached, including two 'middle tier' firms. A 
formal RFP document was then issued to three firms 
and two firms completed the full process. The 
Committee agreed a clear set of evaluation criteria 
and critical success factors having considered the 
suggested criteria in the FRC guidance. Both firms 
submitted comprehensive tender documents, 
including lead partners CVs, for consideration. The 
firms attended meetings with members of senior 
management and presented to a selection panel 
consisting of Committee members, the Chair, the 
Chief Financial Officer and members of the Finance 
function. There were no contractual obligations that 
restrict the Company’s choice of external audit firm 
but the auditor tendering and rotation requirements 
set by the Code, the Competition & Markets 
Authority and the European Commission preclude 
Deloitte from the tender process. Deloitte LLP was 
appointed the Company’s external auditor in 2003 
and their work in respect of the year ended 31 
December 2022 will be their final audit of the 
Company. After due consideration and as 
announced on 11 November 2022, the Company 
intends to appoint Ernst & Young LLP as its auditor 
for the year ending 31 December 2023, subject to 
shareholder approval at the 2023 Annual General 
Meeting of the Company. Since their appointment, 
work has been completed to ensure Ernst & Young 
LLP are independent, and relevant transitionary 
activities have commenced, ahead of their expected 
formal appointment at the AGM in May 2023. No 
members of the Committee have any connection 
with the current or potential auditors.
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Assessment of audit process
The scope of the external audit is formally 
documented by the auditor. They discuss the draft 
proposal with management before it is referred to 
the Committee which reviews its adequacy and 
holds further discussions with management and the 
auditor before final approval.

In respect of the financial year ended 31 December 
2022, and noting that this would be the final audit 
conducted by Deloitte LLP, the Committee 
conducted an assessment of the performance and 
effectiveness of the external auditor, as well as their 
independence and objectivity, on the basis of 
meetings and a questionnaire-based internal review 
which was completed by the Committee members, 
regular attendees to the Committee and those 
Coats colleagues globally who interact most 
frequently with the external auditor. The 
questionnaire covered topics such as the robustness 
of the audit, and the quality of delivery, reporting 
and service as well as including free-from questions 
to allow consideration of any other points that 
respondents wished to raise. The summary of the 
results of the questionnaire has been reviewed by 
the Committee and appropriate feedback has been 
shared with the external auditor, noting that prior 
year feedback was acted on. Key themes of the 
feedback, including the opportunities identified for 
process enhancement will be shared with the 
Company's incoming auditor. 

Assessment of the effectiveness of the Committee
The Committee effectiveness in respect of the year 
ended 31 December 2022 was evaluated as part of 
the external evaluation conducted by Independent 
Audit Limited (you can read more about this on page 
70). The Committee considered the findings of the 
process in relation to both the Committee and the 
Group Internal Audit function at its December 
meeting, as well as considering whether the 
feedback identified in the previous year’s 
assessment had been adequately addressed. The 
2022 evaluation indicated that the Committee was 
working effectively and identified opportunities for 
the 2023 Committee work plan, which have been 
appropriately included and are set out below. 

Looking forward

As well as the regular cycle of matters that the 
Committee schedules for consideration each year, 
we are planning over the next 12 months to:

– Monitor the design and rollout of automated 
controls testing 

– Oversee the external auditor transition
– Conduct a deep dive into supplier payment terms
– Progressive implementation of assurance policy 

including the assurance of sustainability data.

Signed on behalf of the Audit and Risk Committee 
by:

Nicholas Bull
Chair, Audit and Risk Committee
1 March 2023

Areas of focus in 2022 Key stakeholders

Corporate reporting – Half and full year external reporting
– Interim and preliminary results announcements
– Annual Report and consolidated financial statements
– Review of tax and statutory filing status

SHAREHOLDERS

Internal controls – Group Internal Audit updates
– Bi-annual review of internal financial controls
– Monitoring agreed actions status
– Group Internal Audit resourcing reviews
– Update on HR related controls compliance

EMPLOYEES

SHAREHOLDERS

Risk management – Litigation, cyber, expenses and tax risk reviews
– Bi-annual risk review including environmental compliance
– Review of governance of reporting of acquisitions
– Horizon scanning for changes to regulatory environment for audit
– Sanctions update including review of Company’s ways of working to 

ensure compliance

CUSTOMERS

EMPLOYEES

ENVIRONMENT

SHAREHOLDERS

SUPPLIERS

External audit – External audit tender
– Report on external audit at half and full year
– Insights and observations on reporting review
– Auditor independence and non-audit work reviews
– Review of management representation letters
– Review of fees of external auditor
– Auditor effectiveness review

CUSTOMERS

EMPLOYEES

SHAREHOLDERS

SUPPLIERS
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David Gosnell 
(Chair)

Member since 2015

Nicholas Bull
Member since 2015

Heather Lawrence
Member since 
7 November 2022

Echo Lu
Member since 2017

Steve Murray
Member since 
1 September 2022

Fran Philip
Member since 2016

Jakob Sigurdsson
Member since 2020

Dear Shareholder,
On behalf of the Nomination Committee, I am 
pleased to present this report for the year ended  
31 December 2022. As set out elsewhere in this 
Annual Report, 2022 was a year of transformation for 
the Group. The Board has also seen changes with 
Anne Fahy stepping down at the 2022 AGM and 
Nicholas Bull succeeding her as Chair of the Audit & 
Risk Committee (ARC). Following rigorous recruitment 
processes as set out in this report, Steve Murray was 
appointed to the Board as a Non-Executive Director 
on 1 September and Heather Lawrence joined as a 
Non-Executive Director and Chair Designate of the 
ARC on 7 November.

The Committee, at times in discussions conducted 
as part of scheduled Board meetings, has also 
considered the pipeline for senior management and 
Group Executive Committee (GET) succession 
planning following the changes resulting from the 
implementation of the Strategic Projects, and the 
acquisitions of Texon and Rhenoflex. This will be a 
continued focus in 2023 as the Group transitions to 
its new divisional operating model and revised 
succession planning is required.

At the core of all discussions, the Committee and 
Board as a whole have focussed on maintaining the 
desired culture of the Group while achieving the 
footprint and business model required for the 
Company’s long-term success in the current 
challenging climate.

The Committee continued to fulfil its other core 
responsibilities by keeping Board composition under 
review, including reviewing director independence, 
the balance of skills and experience of the existing 
Non-Executive Directors and tenure to allow the 
necessary recommendations to be made for 
election and re-election of Directors to 

shareholders. The Committee also considered the 
structure of the Board Committees and continued to 
consider its own effectiveness.

During the year, the Committee met once in a 
separately scheduled meeting, with further 
discussions taking place as part of scheduled Board 
meetings, and all Committee members attended all 
the meetings possible they were eligible to attend. 
Further details of individual Directors’ attendance 
can be found on page 69. You can read more about 
the skills, tenure and experience of the members of 
the Committee on pages 61 to 63.

Non-Executive Director recruitment
The recruitment process for Non-Executive 
Directors, undertaken for the processes resulting in 
the appointment of Steve Murray and Heather 
Lawrence in 2022, included agreeing the criteria for 
the candidate profiles noting the desire for a 
successor for the role of the Chair of the ARC and 
the benefits of having more direct industry 
experience on the Board, and identifying the most 
appropriate interview panel to lead the process. 
In 2022, Russell Reynolds, a professional search 
agency with no connection to the Company nor any 
Director, was engaged to create a comprehensive 
and diverse long list of candidates for both 
individual roles. Russell Reynolds was appointed in 
accordance with the Company’s procurement policy 
based on its expertise relative to each role. The 
shortlisted candidates were then interviewed, and 
appropriate due diligence was undertaken to ensure 
the appropriate fit with the requirements including 
consideration of candidates' skillset and experience, 
their ability to contribute across the requisite range 
of Board topics, whether their appointment was in 
line with the Board’s diversity aims and whether 
they could meet the expected time commitment. 

Principal objectives of the Nomination Committee
– To make sure the Board comprises individuals with 

the necessary skills, knowledge and experience to 
ensure that it is effective in discharging its 
responsibilities. 

– Oversight of the diversity and inclusion-related 
elements of ESG.

Key responsibilities
– Ensuring the appropriate composition of the Board 

and its Committees and overseeing a rigorous and 
transparent procedure for appointments to the Board.

– Maintaining ongoing succession plans for the Board 
and GET and reviewing the leadership needs of the 
organisation.

– Ensuring diversity in the pipeline for senior 
management roles.

Highlights of 2022
– Recruitment of Chair Designate of the Audit & Risk 

Committee and another Non-Executive Director.
– Executive succession planning.

Areas of focus for 2023
– Board succession planning for key Board roles.
– Reviewing executive and senior management role 

succession plans and talent pipelines following 
organisational change in 2022.

– Continued monitoring of culture and DE&I 
programmes.
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Recommendations were then made to the Board. In 
the case of Executive Director or GET appointments, 
an executive leadership assessment would be 
carried out by an external professional agency.

Any new Directors are appointed by the Board  
and, in accordance with the company’s articles of 
association, they must be elected at the next AGM 
to continue in office. All existing Directors stand for 
re-election every year.

Board direction induction programme example

Effectiveness
– Training on ethics and  

other governance topics
– Briefed on outcomes  

of most recent  
effectiveness review

Accountability
– Information on the Group 

budget and strategy
– Last Annual Report

Leadership
– Meeting senior executives

– Site visits

Relations with 
stakeholders

– Meeting with employees 
during site visits

– Meeting with key customers

Succession planning
The Committee, on behalf of the Board, regularly 
assesses the composition of the Board and its 
Committees in terms of skills, experience, diversity 
and capacity. The Board tenure tracker is regularly 
presented to the Committee to ensure that 
discussions are held well in advance of planned 
departures, to allow appropriate skills gap 
identification and timely succession. Neither the 
Chair nor any of the Non-Executive Directors has 
exceeded the maximum nine-year recommended 
term of service set out in the Code. Ensuring the 
right balance and diversity of skills and experience 
on the Board creates the conditions for the success 
of the Group. Reviewing the strengths of existing 

Board members as well as identifying any potential 
opportunities to enhance the overall portfolio of 
talent on the Board and in senior management is a 
key responsibility of the Nomination Committee. The 
Committee continued to develop the skills matrix to 
provide a detailed and transparent assessment of 
the current skill set on the Board and identify any 
training needs. During 2022, the Board undertook 
all required regular training for Coats' employees, as 
well as receiving tailored training updates at Board 
and Committee meetings for specific topics as 
appropriate. A summary of the skills matrix is set  
out below: 

PLC leadership experience

Criteria

Relevant functional experience

Specific value-added expertise

Relevant sectoral experience

Geographic experience

Following Anne Fahy stepping down from the Board, 
there was a temporary period of non-compliance 
with provision 24 of Code as there were only two 
members of the ARC. This position was resolved 
following the recruitment of Steve Murray. After 
careful consideration, it was agreed that it was 
preferable to proceed with the two existing 
members of the ARC forming quorums for meetings 
until the recruitment process for a new Non-
Executive Director, which was already in train and 

culminated in the appointment of Steve Murray, was 
concluded. In fact, given the timing of Steve’s 
appointment, only one meeting was convened with 
the quorum of two. The recruitment of Heather 
Lawrence further strengthens the succession plan 
for the ARC.

The Committee and Board have continued to monitor 
the GET and senior management talent pool to 
ensure that succession planning for business-critical 
roles is proactively reviewed. The Committee has 
continued its regular review of the progress on Group 
CEO succession plans and in 2022 a number of 
members of the GET were given the opportunity to 
observe and participate in a full Board meeting to 
enhance their understanding of the Board ways of 
working and to allow the Board greater face-to-face 
contact. Chair succession planning has been 
undertaken with discussions underway considering 
the appropriate timing and approach. There were 
also regular considerations of talent changes in the 
business at the Board as part of the conversations 
regarding the Strategic Projects, the divestment of 
the Brazil and Argentina business and the 
acquisitions of Texon and Rhenoflex. These allowed 
timely feedback to be made to management. 

Diversity
The Board acknowledges the important role 
growing talent internally plays in our diversity 
ambitions, aligning with the Board’s own diversity 
policy, which encourages our leadership to 
contribute to the development of a diverse 
range of future leaders. During 2022, the Board 
considered proposals regarding the Company’s 
new ‘Coats for All’ initiative, together with the 
Group’s ‘Future of Work’ framework policies and 
leadership packs (see the People and Culture 
section on pages 16 to 17 for further information). 

These new tools support the achievement of the 
Company’s aspirations for DE&I and wellbeing, which 
contribute to us realising our overall strategy and 
objectives to facilitate our long-term sustainable 
success. Diversity creates innovation, which is core to 
Coats' culture and business model. The ‘Coats for 
Her’ programme utilises the passion and experience 
of some of our senior leaders across five initiatives 
designed to support women in our workplace from 
recruitment, through mentoring and leadership 
training and during any return-to-work processes. 
The Board has approved new 2026 sustainability 
targets linked to the senior management Long Term 
Incentive Plan (LTIP).

The Board supports the recommendations of the 
FTSE Women Leaders Review (formerly the 
Hampton-Alexander Review) on gender diversity 
and the Parker Review on ethnic diversity and 
continues to monitor developments in these areas. 
We are aware of the forthcoming Listing Rule 
requirements relating to diversity and we have 
started to gather information from our employees on 
a voluntary basis. This will continue to be a focus 
in 2023. Ahead of the forthcoming Listing Rule 
changes, I am pleased to confirm that we have 44% 
female representation on the Board, including our 
Chief Financial Officer, Jackie Callaway, and there 
are two Directors from an ethnic minority 
background. Accordingly, as at 31 December 2022, 
we are in line with the recommendations of the 
FTSE Women Leaders Review and the Parker review 
and we are currently in line with the targets set out 
in our refreshed diversity policy (see page 79).
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Please see below for some insights based on the 
data collected in 2022.

Number of 
Board 

members

Percentage 
of the 
Board

Number 
of senior 
positions 

on the 
Board  
(CEO, 

CFO, SID 
and Chair)

Number in 
executive 

management 
(GET and 

direct 
reports)

Percentage 
of executive 

management 
(GET and 

direct 
reports)

Number of 
employees in 

the Group

Percentage 
of employees 
in the Group

Men 5 56% 3 38 70% 13,266 65%
Women 4 44% 1 16 30% 7,081 35%
White 
British 
or other 
White 7 78% n/a – – – –
Asian/
Asian 
British 2 22% n/a – – – –

We define our senior management team as 
employees that are band three or above in the 
organisation (Senior Management). As at 31 
December 2022, there were 37 women (21%)  
and 139 men (79%) in Senior Management.  
You can find further details in relation to the 
diversity of our Group in our Sustainability Report 
(www.coats.com/sustainability). Our refreshed 
Board Diversity Policy can be viewed on our 
corporate website (www.coats.com/about/
corporate-governance/board-composition) and it 
sets out an indicative range of diversity criteria, that 
will be considered alongside merit and other 
objective factors, when recruiting to ensure the 
continued calibre of the Board while being an 
effective driver of the spirit of true diversity. Our 
refreshed Board diversity policy aligns with the new 
Listing Rule benchmarks and has been expanded to 
include reference to knowledge and understanding 
of relevant diverse geographies, peoples and their 
backgrounds and includes, and is not limited to, 
race, socio-economical, educational and 
professional background, disability, gender, sexual 

orientation, religion, belief and age, as well as 
culture, personality, work-style and cognitive and 
personal strengths. Our workforce diversity policy is 
included in our Coats Key People Principles, which 
set out the range of policies to ensure fair and 
equitable treatment of our diverse workforce. The 
diversity section includes the same definitions and 

references as our Board policy and aims to promote 
an inclusive working environment. You can access 
our Coats Key People Principles on our website  
(https://www.coats.com/en/Download-Centre).

Independence and overboarding
The Chair was considered to be independent on 
appointment and is committed to ensuring that the 
Board comprises a majority of independent 
Non-Executive Directors who maintain constructive 
and challenging debate in the boardroom. The 
Company maintains the terms of appointment of the 
Chair and Non-Executive Directors to ensure that 
they continue to meet the requirements of the Code. 
As such, the Board considers that all its Non-
Executive Directors continue to demonstrate 
independence.

During the course of the year, Board members 
continued to inform the Chair of any proposed new 
external appointments and these were considered 
and approved by the Board. The Company 
Secretary maintains a register of Interests and 
Conflicts to track the commitments of the Directors 
and ensure these are in line with overboarding 
guidance. The Committee is satisfied that the 
external commitments of its Chair and members do 
not conflict with their duties as Directors of the 
Company and that any situational conflicts have 
been authorised in line with the process set out in 
the Company’s Articles of Association.

Committee performance and effectiveness
The Committee‘s effectiveness in respect of the 
year ended 31 December 2022 was evaluated by 
Independent Audit Limited, an external service 
provider, in line with the Code requirements. You 
can read more about this on page 70. The 
Committee also considered the key points that were 
identified in the previous year’s assessment. The 

Committee, as part of a discussion on the full 
Independent Audit Limited report conducted at a 
Board meeting, discussed the key themes of the 
areas identified for further focus, which included 
executive succession and DE&I monitoring, and 
these are appropriately reflected in the 2023 
workplan for the Committee. 

Signed on behalf of the Nomination Committee by: 
David Gosnell

Chair, Nomination Committee
1 March 2023

REFLECTIONS ON INDUCTION BY 
HEATHER LAWRENCE
What were the highlights of your induction?
The highlight of my induction was the Global 
Leadership Conference and plant tour in Bursa. 
The plant in Bursa produces for all three 
divisions and also has an Innovation Hub where 
you can really understand how Coats listens to 
the needs of its customers and develops the 
next generation of products. 

Who did you meet?
As well as the GET, I was able to meet a 
diverse group of Coats employees from 
around the world and hear their perspectives. 
Coats’ greatest strength is the calibre of 
its people and the collaborative way they 
work together to achieve its purpose.

What did you learn?
I heard from the GET what they are working 
to achieve, the challenges they may face and 
how they are preparing for those challenges. 
I learned about Coats’ manufacturing 
systems and processes and got into the 
detail of its sustainability agenda and how 
it is working to meet its ambitious 2030 
goals. I was also able to familiarise myself 
with the financial aspects of the business.

REFLECTIONS ON INDUCTION BY STEVE MURRAY
What were the highlights of your induction?
All my sessions were highly informative. Through 
meeting with a thoughtful cross section of 
executives by business area and function,  
I feel I came away with a good understanding 
of Coats' business.

Who did you meet?
In addition to the GET, I met members of the 
Finance and Sustainability functions as well as 
GIA. I also met with several of the Company's 
advisors. Additionally, I completed various 
interactive compliance trainings covering 
a range of topics from cyber security awareness 
to modern slavery. 

What did you learn?
The background information provided via my 
induction programme helped to put the reasons 
and objectives behind the re-structure of the 
organisation into three divisions – Apparel, 
Footwear and Performance Materials – into 
proper context. 
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Directors’ report

Coats Group plc (Company) is the  
holding company of the Coats group  
of companies (Group).
Annual General Meeting
The Annual General Meeting (AGM) of the Company 
will be held on 17 May 2023 at 2.30pm at FTI 
Consulting, 200 Aldersgate, London EC1A 4HD.

Corporate Governance Statement
The Corporate Governance Statement, prepared in 
accordance with rule 7.2 of the Financial Conduct 
Authority’s Disclosure Guidance and Transparency 
Rules, comprises the following sections of the 
Annual Report: the ‘Strategic Report’; the ‘Corporate 
Governance Report’; the ‘Audit and Risk Committee 
Report’; the ‘Nomination Committee Report’; the 
‘Remuneration Committee Report’; together with this 
Directors’ Report. As permitted by legislation, some 
of the matters required to be included in the 
Directors’ Report have been included in the 
Strategic Report by cross-reference, including 
details of the Group’s financial risk management 
objectives and policies, business review, future 
prospects, stakeholder engagement, Section 172 
Statement and environmental policy. The 2018 
UK Corporate Governance Code is available from 
the Financial Reporting Council’s website  
(www.frc.org.uk).

Directors
The names and biographical details of the current 
Directors are shown on pages 61 to 63 of this 
Annual Report. Particulars of their emoluments and 
beneficial and non-beneficial interests in shares are 
given in the Directors’ Remuneration Report on 
pages 85 to 97.

The appointment and removal of Directors are 
governed by the Company’s Articles of Association 
and the Companies Act 2006. The Directors may, 
from time to time, appoint one or more Directors. In 
accordance with the provisions of the Code, all 
Directors will retire and submit themselves for 
election or re-election at the forthcoming AGM.

Directors’ powers
The Board manages the business of the Company 
under the powers set out in the Company’s Articles 
of Association. These powers include the Directors’ 
ability to issue or buy back shares. Shareholders’ 
authority to empower the Directors to make market 
purchases of up to 10% of its own ordinary shares is 
sought at the AGM each year (as set out in the Share 
Capital section below).

The Company’s Articles of Association can only be 
amended, or new Articles adopted, by a resolution 
passed by shareholders in a general meeting by at 
least three quarters of the votes cast. The Company 
adopted new Articles at the AGM held in May 2021.

In the event that a Director raises any concerns 
about the operation of the Board or management of 
the Company that cannot be resolved, a record 
would be kept in the Board minutes and this should 
also be noted in the Director’s resignation letter. 
Further discussion of the Board’s activities, powers 
and responsibilities appears within the Corporate 
Governance Report on pages 64 to 68. Information 
on compensation for loss of office is contained in 
the Directors’ Remuneration Report on page 92.

Directors’ conflicts of interests
The Company has procedures in place for managing 
conflicts of interest, including situational conflicts 
of interest. Potential situational conflicts of interest 
are identified prior to appointment and the Board 

will consider and authorise these if appropriate. 
Should an existing Director become aware that 
they, or any of their connected parties, have an 
interest in an existing or proposed transaction 
with the Company, they should notify the Board 
in writing or at the next Board meeting. Internal 
controls are in place to ensure that any related 
party transactions involving Directors, or their 
connected parties, are conducted on an arm’s 
length basis. Directors have a continuing duty to 
update the Board on any changes to these conflicts.

Directors’ indemnities
The Directors of the Company have entered into 
individual deeds of indemnity with the Company 
which constitute ‘qualifying third-party indemnity 
provisions’ for the purposes of the Companies Act 
2006. The deeds indemnify the Directors, and the 
directors of the Company’s subsidiary companies,  
to the maximum extent permitted by law. The deeds 
were in force for the whole of the year, or from the 
date of appointment for those appointed during  
the year.

In addition, the Company had Directors’ and 
Officers’ liability insurance cover in place  
throughout the year.

Share capital
Details of the Company’s issued share capital, 
together with details of the movements in the 
Company’s issued share capital during the year, are 
shown in note 26. The Company has one class of 
ordinary shares with a nominal value of 5 pence 
each (Ordinary Shares), which does not carry the 
right to receive a fixed income. Each share carries 
the right to one vote at general meetings of the 
Company. There are no restrictions or agreements 
known to the Company that may result in restrictions 

on share transfers or voting rights in the Company. 
There are no specific restrictions on the size of a 
holding, on the transfer of shares, or on voting 
rights, all of which are governed by the provisions of 
the Articles of Association and prevailing legislation. 
Shareholder authority for the Company to purchase 
up to 145,257,039 (representing approximately 10% 
of the Company’s issued shares as at the latest 
practicable date before the publication of the notice 
of the Annual General Meeting held in May 2022) of 
its own Ordinary Shares was granted at the 2022 
AGM. No shares were purchased pursuant to this 
authority during the year.

Shareholder authority for the Company to allot 
Ordinary Shares up to an aggregate nominal amount 
of £48,370,000 was granted at the 2022 AGM. 
14,524,000 shares were allotted pursuant to this 
authority during the year. The issued share capital of 
the Company at 31 December 2022 was 
approximately £79,890,520 divided into 
1,597,810,385 Ordinary Shares.

Since 31 December 2022, 0 new shares have been 
issued as a result of the exercise of share options by 
the Company’s share option scheme participants 
and the total issued share capital at 1 March 2023 is 
1,597,810,385 Ordinary Shares. The Company’s 
Ordinary Shares are listed on the London Stock 
Exchange. The register of shareholders is held in the 
UK. The number of Ordinary Shares of the Company 
in which the Directors were beneficially interested 
as at 31 December 2022 is set out in the Directors’ 
Remuneration Report on page 93.

Substantial interests
Information provided to the Company pursuant to 
the Financial Conduct Authority’s Disclosure 
Guidance and Transparency Rules (DTRs) is 
published on a Regulatory Information Service and 80
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on the Company’s website. The following 
information has been received, in accordance with 
DTR 5, from holders of notifiable interests in the 
Company’s issued share capital.

As at  
31 December

2022*
As at

1 March 2023*
Nature of  

holding

Liontrust Investment 
Partners LLP 10.52 10.52 Direct
Kempen Capital 
Management N.V. 7.49 7.49 Indirect
FIL Limited 6.12 6.12 Indirect
M&G Plc 5.30 5.30 Indirect
Invesco Ltd 5.05 5.01 Indirect

* % holding based on total number of shares in issue at the time of 
respective notification.

The Company has not been notified of any other 
substantial interests in its securities. The Company’s 
substantial shareholders do not have different voting 
rights. The Group, as far as is known by the 
Company, is not directly or indirectly owned or 
controlled by another corporation or by any 
government.

Change of control
The Company is not party to any significant 
agreements that would take effect, alter or terminate 
upon a change of control of the Company following 
a takeover bid. However, the Group’s Revolving 
Credit Facility Agreement and US Private Placement 
would terminate upon a change of control of the 
Company. The Company does not have agreements 
with any Director or employee providing 
compensation for loss of office or employment that 
occurs because of a takeover bid, except for 
provisions in the rules of the Company’s share 
schemes which result in options or awards granted 
to employees vesting on a takeover.

Political donations
No contributions were made to political parties 
during the year (2021: £nil).

Whistleblowing procedure
A whistleblowing, ethics and fraud report is a 
standing agenda item that is presented quarterly at 
Board meetings. Coats has a well-publicised 
whistleblowing procedure, which can be found on 
our website. This is designed to empower all 
employees, contractors and anyone else who is 
aware of, suspects, or is concerned about potential 
misconduct, illegal activities, fraud, abuse of assets 
or other violations of Company policy/Ethics Code to 
report these confidentially via email through the 
Group ethics channel or via an externally hosted 
web service whistleblowing hotline. ‘Doing the right 
thing’ and ways to raise concerns are regularly 
communicated and discussed.

During the year ended 31 December 2022, there 
were 97 whistleblowing concerns raised (2021: 98). 
Of these concerns raised, following investigation 
22% (2021: 30%) of the closed cases were upheld 
and 7 cases are still under review. In the case of 
substantiated concerns, disciplinary action, up to 
and including termination, was taken whenever 
there was any evidence of misdemeanour and 
training and enhanced controls were implemented 
wherever appropriate. An independent review of the 
Group’s whistleblowing policy and associated 
processes is currently being conducted to ensure 
these continue to align appropriately with best 
corporate governance practice.

Going concern

The Company’s business activities, together with 
the factors likely to affect its future development, 
performance and position are set out in the Chair’s 
statement.

In addition, note 34 to the financial statements 
includes the Group’s objectives, policies and 
processes for managing its capital; its financial risk 
management objectives; details of its financial 
instruments and hedging activities; and its 
exposures to credit risk and liquidity risk. The 
Directors believe that the Group is well placed to 
manage its business risks successfully.

The Board expects to be able to meet any actual 
and contingent liabilities from existing resources. 
Further information on the Group’s cash and 
borrowings is set out in note 30(g).

The Directors are satisfied that the Company and 
Group have sufficient resources to continue in 
operation for the foreseeable future, a period of not 
less than 12 months from the date of this report. 
Accordingly, the Directors consider that the going 
concern basis of accounting is appropriate for the 
Company and the Group and the financial 
statements have been prepared on that basis.

In assessing the Group’s going concern position, 
the Directors have considered a number of factors, 
including the current balance sheet position and 
available liquidity, the principal and emerging risks 
which could impact the performance of the Group 
and compliance with borrowing covenants. Further 
details are provided in note 1 of the accounts.

Directors’ report cont.

Concern is raised via  
whistleblowing procedure
Acknowledgement is sent to the whistleblower 
within seven days of receipt of the concern.

The investigation team, independent of the 
relevant operational business or function, is 
nominated by the CFO, Chief Legal & Risk 
Officer and Group Company Secretary, Chief 
Human Resources Officer and the relevant 
Group Executive Team member.

Allegation is investigated by  
the nominated team
Findings are presented to the CFO, Chief Legal 
& Risk Officer and Group Company Secretary, 
Chief Human Resources Officer and the 
relevant Group Executive Team member who 
decide appropriate remedial actions and any 
controls/process enhancements.

The outcome of the investigation is 
appropriately communicated to the 
whistleblower once any remedial actions and/
or any controls/process enhancements (even in 
circumstances where the allegation has not 
been upheld) have been determined.

Reports and outcomes are reviewed by the 
Board and the Audit and Risk Committee.
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Results and dividends
The results of the Group are shown on page 114 and 
movements in reserves are set out in note 27 to the 
financial statements.

The Board is mindful of the importance of returns to 
shareholders and is pleased to propose a final 
dividend of 1.73 cents per share (2021 final 
dividend:1.50 cents). Subject to approval at the 
forthcoming AGM, the final dividend will be paid on 
25 May 2023 to ordinary shareholders on the 
register at 28 April 2023, with an ex-dividend date 
of 27 April 2023. Alongside the interim dividend of 
0.70 cents per share, this makes a total of 2.43 cents 
per share for the full year 2022.

Greenhouse gas (GHG) emissions

Absolute emissions for last 3 years plus 2019 
baseline
Thousands of tonnes 
of CO2e 20221 2021 2020 2019

Scope 1 
Direct2 54.1 62.7 51.3 64.6

Scope 2 
Indirect3

Location Based 200.1 216.1 186.2 235.3
Market Based 158.1 190.7 165.9 209.2

Scope 3 
Value Chain4 777.6 891.3 671 849.2

1 2022 data includes Brazil and Argentina prior to their divestment (data 
included to May). Texon for Scopes 1 & 2, data from August and Rhenoflex 
data from September. Texon and Rhenoflex Scope 3 data is not yet 
included as the full inventory for these units has not been completed. All 
data is calculated following GHG Protocol guidelines.

2 Direct emissions relate to the use of fuels to generate energy on group 
facilities, mainly the use of oil and gas to generate heat in the form of steam 
for use in processing. On-site generation of electricity using diesel or gas 
fired generators and the use of diesel, petrol and LPG for on-site transport 
is also included. The calculation methodology here is to convert fuel 
purchased in each country to kWh and then to CO2e equivalent using 
DEFRA conversion factors; the data is consolidated globally.

3 Indirect emissions relate mainly to the purchase of electricity from third 
party suppliers. This is mostly taken from local electricity grids, but does 
include some on-site generation of electricity or steam from third party 
suppliers. The methodology converts the electricity or other purchased 
energy from kWh to CO2e using the country level conversion factors 
published by the International Energy Authority (IEA) for electricity and 
DEFRA conversion factors for other energy types. This provides the 
location based calculation. Market based calculation deducts any certified 
renewable energy that is purchased by country and continues to calculate 
the residue of the energy consumed at the IEA country or DEFRA 
conversion factors as appropriate. The data is then consolidated globally.

4 Scope 3 value chain emissions cover all other emissions that occur 
throughout our product and business value chain. This includes the 
cumulative emissions to produce our raw materials and capital equipment 
and installations, product and people transport at all stages, downstream 
processing and consumer use of our sold products and treatment for our 
waste and our products at the end of their life. The methodology for this 
varies for each Scope 3 category and follows the GHG Protocol hierarchy 
of data quality to determine the best available inventory calculation 
approach. Calculation models are maintained for each individual category 
and are updated annually as required and consolidated globally.

Scopes 1 and 2 combined emissions on a market 
based approach decreased by 16% compared to 
2021. On a pure like for like basis, excluding Brazil 
and Argentina divestments and Texon and 
Rhenoflex acquisitions for both years, the reduction 
in 2022 was 18% compared to 2021, attributable to 
three principal factors: production volumes on a like 
for like basis which declined by 10% in 2022 due to 
the textile industry slowdown in the second half of 
the year; our continued efforts to reduce energy 
consumption (described in more detail below); and 
our progressive transition to Scope 2 energy 
through the purchase of renewable electricity.

Scope 1 and 2 emissions from our four UK offices 
plus the newly acquired Texon site in Skelton (from 
August) in 2022 were 431 tonnes CO2e and 
represented 0.2% of our global emissions, compared 
to 0.02% in 2021. The tenfold increase shows the 
impact of the addition of the Skelton manufacturing 
site, whereas all the other sites are offices.

Emissions Intensity1

Greenhouse gas emissions intensity  
per unit of production
kg CO2e per kg of finished product 20223 20213 20203

Scopes 1&22 2.23 2.67 2.87
Scope 3 9.39 9.40 8.86

Greenhouse gas emissions intensity  
per sales value
tonnes CO2e per million $ sales 20223 20213 20203

Scopes 1&22 132 169 187
Scope 3 511 593 577

1 We have used these two ratios for several years. The first uses volume of 
finished goods production in tonnes (Kilo tonnes used for Scopes 1&2 are 
2022 95, 2021 95, 2020 76) and hence relates directly to the industrial 
activity that drives emissions, while the second uses group turnover and 
hence relates to overall commercial activity. Since Scope 3 emissions data 
does not include new acquisitions the production volume used for 2022 
intensity is 83 kilo tonnes; there is no change to 2021 and 2020 production. 
For Scope 3 value intensity, 2022 sales excluding new acquisitions were 
$m 1,522.9. 2019 is not used as a baseline for these intensity metrics as 
that year is only our baseline for our absolute Science Based Targets. 

2 Figures are calculated on a market basis for Scope 2 emissions.
3 Overall these figures do not provide a like-for-like comparison as they 

include Brazil and Argentina up to May 2022 and Texon and Rhenoflex 
from August and September 2022 respectively.

The Scopes 1&2 volume emissions intensity shows a 
17% drop between 2021 and 2022. 8% is due to 
reduced energy use and transition to renewables in 
Coats operations, 9% is due to significantly lower 
emissions intensity of the Texon and Rhenoflex 
businesses. These businesses have lower energy 
consumption per unit of output and have also made 
progress towards transitioning to renewable indirect 
energy. Scope 3 volume intensity decreases 
marginally compared to 2022, mainly reflecting 
material stock movements between the years.

The overall value intensity for Scopes 1&2 emissions 
reduced 22% compared to 2021, a 17% reduction on 
a like for like basis, excluding acquisitions in 2022. 
As for volume the Texon and Rhenoflex emissions 
value intensity is lower than for the rest of the Coats 
business. The difference between the volume and 
value intensity reductions for the Coats business is 
due mainly to movements in price and mix.
Full details on emissions of all reportable 
greenhouse gas emissions and on the reporting 
methodology used for the above figures can be 
found in our online Sustainability Report. 

Energy Consumption
Million kWh 20221 2021 2020

Direct (Fuels) 284.9 319.7 260.3
Indirect (bought electricity 
and steam) 446.1 481.1 409.2
Total 731 800.8 669.5

1 2022 data includes Brazil and Argentina prior to their divestment (May), 
Texon data from August and Rhenoflex data from September.

Our principal global activities to reduce energy 
consumption were based on the insights provided 
by our detailed energy monitoring pilot project that 
ran in 7 sites during the year. The results allowed us 
to identify new areas of energy wastage and to see 
where increased efficiency in energy use was 
possible. Multiple initiatives were developed through 
this programme and replicated from pilot sites to 
other areas which may also benefit. Two examples 
are: first, we found that ovens in bonding machines 
consumed a lot of energy when the machines were 
idle, so we programmed more effective energy 
cut-off protocols to significantly reduce consumption 
in this phase. 

Directors’ report cont.
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Second, we identified that by extending the 
centrifuge cycle and reducing the microwave drying 
process, we reduced the overall energy consumed 
in drying thread post-dyeing. Our continued efforts 
to reduce water consumption led to energy savings, 
both in terms of the energy needed to pump water 
through multiple stages of use, but also using less 
heat energy to bring the water to the temperature 
needed in the dyeing processes where it is mainly 
used. As a result of these two principal projects our 
overall energy intensity reduced by 4% compared to 
2021 (from 8.6 kWh/kg to 8.3). In 2021 we had just 
started to use granular energy monitoring to 
pinpoint reduction targets, so the benefits that year 
were less, and most of the improvements we 
achieved were due to water saving measures (as 
also in 2022) and a focussed drive in energy 
reduction activities in our Indian spinning mills.

Energy consumption in our four UK office locations 
and the newly acquired Texon plant in Skelton in 
2022 was 2,270 MWh and represented 0.3% of our 
global energy consumption. This compares to 0.04% 
in 2021 due to the acquisition of a new factory 
during 2022.

Directors’ report cont.

The following methodology is used for calculating 
emissions and energy consumption:

Boundary All emissions from operating companies that 
are consolidated in the Group financial 
statements are included. Operational joint 
ventures are included based on equity share.

Scope 1 Fuel consumption data is collated monthly 
from all units, based on metered or invoiced 
consumption converted into kWh. We use 
DEFRA published gross calorific value 
conversion factors to standardise emissions.

Scope 2 Electricity or steam purchase volumes are 
collected from all units monthly. All electricity 
kWh are converted using IEA country level 
conversion factors for the location based 
data. For the market based data certified 
renewable electricity purchased is not 
included and the remainder is converted 
using the same IEA country factors.

Scope 3 Scope 3 emissions are calculated annually 
using multiple sources for data (including 
suppliers, lifecycle assessment data 
providers and industry data sources). Each 
category is calculated with the best available 
set of data sources, and is consistent over 
the 3 reported years. Products & Services, 
Upstream Energy and Transport are the main 
components of Scope 3 emissions.

More detail on methodology is available in 
our Sustainability Report online.

Auditor
A resolution to appoint Ernst & Young LLP as auditor 
will be proposed at the 2023 AGM. More information 
about the competitive audit tender process that was 
undertaken in 2022 can be found on page 75 in the 
Audit and Risk Committee Report.

A statement in respect of the current auditor, 
Deloitte LLP, in accordance with Section 418 of the 
Companies Act 2006, has been included below.

Disclosure of information to the auditor
The Directors who held office at the date of approval 
of this Directors’ Report confirm that, as far as they 
are aware, there is no relevant audit information of 
which the Company’s auditor is unaware, and each 
Director has taken all reasonable steps to ascertain 
any relevant audit information and to ensure that the 
Company’s auditor is aware of that information.

Branches
The Company, through various subsidiaries, has 
branches in several different jurisdictions in which 
the business operates outside the UK. The full list of 
subsidiary companies can be found on page 173.

Other information
Other information relevant to this Directors’ Report, 
and which is incorporated by reference, including 
information required in accordance with the UK 
Companies Act 2006 and Listing Rule 9.8.4R, can be 
located as follows:

Subject matter Page(s)
Important events since the financial year-end 166
Likely future developments in  
the business 10, 28 to 29
Exposure to price risk, credit risk, liquidity risk  
and cash flow risk 159
Research and development 28 to 29
Information on financial instruments 159
Environmental policy 24 to 25
Employment of disabled persons 17
Employee involvement 32, 39 to 41
Stakeholder engagement 32 to 34
Diversity policy 78 to 79

This Directors’ Report was approved by order of 
the Board.  

On behalf of the Board

Stuart Morgan
Company Secretary
1 March 2023
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Directors’ responsibilities 

The Directors are responsible for preparing the 
Annual Report and the financial statements in 
accordance with applicable law and regulations. 
Company law requires the directors to prepare 
financial statements for each financial year. Under 
that law the directors are required to prepare the 
group financial statements in accordance with 
United Kingdom adopted international accounting 
standards. The Directors have chosen to prepare 
the parent company financial statements in 
accordance with United Kingdom Generally 
Accepted Accounting Practice (United Kingdom 
Accounting Standards and applicable law), including 
FRS 102 “The Financial Reporting Standard 
applicable in the UK and Republic of Ireland”. Under 
company law the 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 Company and of the profit or loss of the 
Company for that period.
In preparing the parent company financial 
statements, the Directors are required to:

– select suitable accounting policies and then apply 
them consistently;

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

– state whether applicable UK Accounting 
Standards have been followed, subject to any 
material departures disclosed and explained in 
the financial statements; and

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

In preparing the Group financial statements, 
International Accounting Standard 1 requires 
that Directors:

– properly select and apply accounting policies;
– present information, including accounting policies, 

in a manner that provides relevant, reliable, 
comparable and understandable information;

– provide additional disclosures when compliance 
with the specific requirements in IFRS is 
insufficient to enable users to understand the 
impact of particular transactions, other events and 
conditions on the entity’s financial position and 
financial performance; and

– make an assessment of the Company’s ability  
to continue as a going concern.

The Directors are responsible for keeping adequate 
accounting records that are sufficient to show and 
explain the Company’s transactions and disclose 
with reasonable accuracy at any time the financial 
position of the Company and enable them to ensure 
that the financial statements comply with the 
Companies Act 2006. They are also responsible for 
safeguarding the assets of the Company and hence 
for taking reasonable steps for the prevention and 
detection of fraud and other irregularities.

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

Directors’ responsibility statement
We confirm that to the best of our knowledge:

– the financial statements, prepared in accordance 
with the relevant financial reporting framework, 
give a true and fair view of the assets, liabilities, 
financial position and profit or loss of the 
Company and the undertakings included in  
the consolidation taken as a whole;

– the Strategic Report includes a fair review of the 
development and performance of the business 
and the position of the Company and the 
undertakings included in the consolidation taken 
as a whole, together with a description of the 
principal risks and uncertainties that they face; 
and

– the Annual Report and financial statements, taken 
as a whole, are fair, balanced and understandable 
and provide the information necessary for 
shareholders to assess the Company’s position, 
performance, business model and strategy.

This responsibility statement was approved by  
the Board of Directors on 1 March 2023 and is 
signed on its behalf by:

Rajiv Sharma
Group CEO
1 March 2023

Directors’ report cont.
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Remuneration Committee report

Principal objectives of the 
Remuneration Committee
Our main objectives are to have fair, equitable and 
competitive reward packages that support our 
vision and help ensure that rewards are 
performance based and encourage longer term 
shareholder value creation.

Key responsibilities
– Implementing the Directors’ Remuneration Policy 

(the ‘Policy’).
– Ensuring the competitiveness of reward.
– Designing the incentive plans.
– Setting incentive targets and determining 

award levels.
– Reviewing workforce remuneration and related 

policies and the alignment of incentives and 
rewards with business strategy and culture.

Dear Shareholder, 
As Chair of the Committee, I am pleased to present 
the Directors’ Remuneration Report for 2022. 
This report consists of three parts: this letter 
summarising the work of the Committee and the 
decisions made, the Annual Report on Remuneration 
for 2022 (the ‘Report’), and the updated Directors’ 
Remuneration Policy (the ‘Policy’). This letter 
and the Report will be subject to an advisory 
vote from shareholders at the 2023 AGM, whilst 
the Policy will be subject to a binding vote.

Highlights of 2022
– Reviewing the effectiveness of the current Policy 

ahead of the 2023 AGM.
– Considering the implementation of the current 

Policy for 2023, including amendments to 
performance measures and weightings.

– Consultation with investors on the proposed 
Policy and the proposed implementation for 2023.

– Reviewing remuneration arrangements within the 
wider workforce including the annual review of 
our global Living Wage policy.

– Appointment of a new independent advisor to 
the Committee.

Areas of focus for 2023
– Overseeing the implementation of the new Policy, 

subject to approval at the 2023 AGM.
– Reflecting on the feedback received from 

investors and the voting results following the 
2023 AGM.

– Setting incentive targets in a volatile macro 
environment to ensure alignment with strategy 
and shareholder interests, as well as to ensure 
fairness and transparency.

– Continuing to review workforce remuneration 
policies to support our environmental, social and 
governance strategy as well as our diversity, 
equity and inclusion objectives.

Workforce context
During the year the Committee continued to 
oversee remuneration arrangements that operate 
across the Group. This included an in-depth review 
of the pay and benefits policies of our major markets 
and overseeing the extent to which support was 
provided in our markets with critically high levels of 
inflation. The Committee reviewed the operation of 

the Living Wage policy globally and increased the 
minimum levels to ensure that they reflected levels 
of inflation. A review was undertaken to ensure that 
no employees were paid below the Living Wage.

Salary increases for the Executive Directors and the 
senior executive team were approved considering 
the increases that were being applied to the local 
workforce in each location that they were based.

Fran Philip, our Designated Non-Executive for 
Workforce Engagement continued her programme 
of meetings with our employees in all our local 
markets and employees were encouraged 
to discuss our approach to remuneration.

Incentive structures are aligned within the Coats 
business so that the key metrics that apply to senior 
management compensation are applied consistently 
at all levels of the organisation.

2022 remuneration outcomes
The 2022 annual bonus outcome reflects strong 
business and financial performance detailed in this 
Annual Report. The annual bonus measure for  
Sales and Free Cash Flow reflected a performance 
at maximum and reflected the actions taken in 2022 
to implement pricing and self-help initiatives. 
The bonus award for EBIT reflected a target level  
of performance. 

The LTIP20 award vested at 18.2%. Targets for the 
2020 LTIP were, unlike many other companies who 
delayed target setting, set prior to the onset of the 
pandemic and were therefore challenging as they 
did not consider the material impact the pandemic 
would have over the three-year performance period. 
Consequently the Earnings Per Share target and 
cumulative Free Cash Flow measures did not meet 
their minimum threshold targets. 

Echo Lu
(Chair)

Chair from May 2021

Member since 2017

Nicholas Bull
Member since 2015 

Fran Philip
Member since 2016 

Steve Murray
Member since 
1 September 2022 8 5
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Total Shareholder Return performance was 
encouraging and reflected the growth in the 
company's share price and our strong dividend 
growth. Sustainability is at the heart of our company 
purpose and strategy and I am pleased to confirm 
that, overall the Sustainability targets were achieved 
and 10% of the award vested in full. 

In determining vesting, the Committee considered 
the potential for windfall gains and concluded that 
the value on vesting of the 2020 awards did not 
benefit from windfall gains. In reaching this 
conclusion the Committee noted that following the 
first half of 2020 our share price recovery had been 
consistent through the balance of the three year 
performance period (i.e. performance has been a 
result of robust underlying financial performance as 
opposed to any short-term change in market 
sentiment. Furthermore, the targets were, unlike 
many other companies, set prior to the onset of 
Covid, with no delay to the target setting process 
nor to the date of grant of the award. This ensures 
that the above vesting is considered a fair and 
balanced result by the Committee. Accordingly, the 
Committee did not use any discretion in connection 
with the 2020 award.

The Committee considered the formulaic outcome 
under both the annual bonus and LTIP to 
appropriately reflect the financial and non-financial 
performance of the business over the performance 
periods, and therefore the Committee did not apply 
its discretion to adjust the formulaic outcomes. 

The Committee can confirm that the current Policy 
approved at the 2020 AGM was implemented in 
2022 as the Committee originally intended and  
was working effectively. 

In reaching this conclusion, the Committee 
considered the absolute levels of remuneration 
earned at executive level across the group and also 
the performance and relative amounts paid. 

Directors’ Remuneration Policy review
The existing Policy which was approved at the 2020 
AGM will reach the end of its three-year cycle at the 
2023 AGM. During 2022 the Committee undertook 
a review of the effectiveness of the existing Policy in 
supporting business strategy and considered 
whether it continued to align to both market and 
corporate governance best practice.

The review confirmed that the existing Policy 
structure remains appropriate given our growth 
focused strategy and performance culture. As a 
result, the Committee is not proposing to make any 
substantive changes to the existing Policy although 
a number of minor changes are proposed to ensure 
our Policy aligns with current market best practice.

There were a range of factors noted by the 
Committee in reaching the decision to roll over the 
existing Policy. Firstly, steps had already been taken 
to align Executive Director pension provision with 
that of the wider workforce. Secondly, our policy 
takes account of current institutional investor ‘best 
practice’ expectations. Finally, the policy continues 
to appropriately support our long-term business 
strategy.

Stakeholder engagement
Although no material changes are proposed to the 
Policy, ahead of the 2023 AGM we have undertaken 
an engagement process with our largest investors 
as well as major proxy voting agencies, to 
understand their views on our policy and its 
proposed implementation in 2023.

Based on feedback received to date, investors were 
supportive of the existing Policy being rolled 
forwards and understood the rationale for the 
proposed implementation of the Policy in 2023.

Implementation of Policy for 2023
The key decisions taken in respect of 2023 
implementation were as follows:

Chief Financial Officer remuneration – to better 
align Jackie Callaway to market levels, and to reflect 
her skills and experience which have developed 
since her appointment in December 2020, the 
Committee considers it appropriate to reposition her 
remuneration package to a level that now reflects 
this proven experience, calibre and demonstrated 
performance. As a result, the Committee is to 
increase her bonus opportunity to 125% of salary 
(from 115% of salary). This change moves both her 
total incentive opportunity (set as a percentage of 
salary) and total target remuneration to within the 
typical market range for a company of comparable 
size in the FTSE 250 The revised annual bonus 
opportunity is within the approved limits of our 
existing Policy which has a maximum of 150% of 
salary and she will continue to receive 60% of her 
bonus paid in cash and 40% deferred into Company 
shares for a period of three years.

Adjustments to annual bonus and LTIP performance 
measures – we are to make modest revisions to the 
performance metrics for 2023 to ensure they reflect 
the Board’s current short to medium term priorities.

The performance metrics for the 2023 annual bonus 
plan are to be rebalanced to reflect our focus on 
maximising profitability and cash generation while 
continuing to deliver organic sales growth. To 
support the increased internal focus on strong 
profitability and cash generation, we are adjusting 

the weighting of our current performance measures 
so that EBIT and Free Cash Flow will each have an 
equal weighting of 35% of the total bonus 
opportunity (2022: 30% and 20% respectively), with 
Group Sales weighted at a reduced 10% (2022: 30%) 
and individual strategic objectives remaining at 20%. 
The choice and balance of measures remain fully 
aligned with our growth strategy but take account of 
current market conditions.

For the long-term incentive, we will increase the 
weighting on relative TSR performance so that TSR 
and EPS have an equal weighting of 30% (2022:20% 
and 40% respectively) and replace the current 
measure of Free Cash Flow with three-year average 
cash conversion with an unchanged weighting of 
20%. This change will ensure that cash remains a 
key long-term focus but with a greater emphasis on 
operational efficiency as opposed to the level of 
absolute cash generated which is captured through 
the annual bonus measure.

Base salary – as of 1 January 2023:

CEO (Rajiv Sharma) – £662,000

CFO (Jackie Callaway) – £411,000

The above salaries have been in operation since 
1 July 2022 when they were increased by 5% in line 
with the UK workforce budgeted increase. The 
Committee is aware of institutional investor 
guidance in relation to 2023 salary increases 
considering current relatively high inflation rates in 
the UK and will consider this guidance at the same 
time as the need to recognise the performance, 
experience and calibre of the Executive Directors.
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Pension – the pension provision for the CEO 
reduced from c20% of salary to the typical rate of 
pension provision for the UK workforce of 12% from 
1 January 2023. No change is to be made to the 
CFO’s pension provision which is already 12%.

Annual bonus – the maximum annual bonus 
opportunity will remain at 150% of salary for the CEO 
and be set at 125% of salary for the CFO with 50% 
deferred into shares for the CEO and 40% for the 
CFO. The deferral period is three years. The 
performance metrics are as detailed above.

The targets for the annual bonus will be disclosed 
retrospectively in next year’s Remuneration Report. 
The Committee is comfortable that the targets set 
for 2023 reflect our business objectives and are 
appropriately stretching relative to prior years and 
current market conditions.

LTIP – the long-term incentive awards are expected 
to be granted at 175% and 150% of salary for the 
CEO and CFO respectively with awards vesting 
subject to three-year performance targets relating to 
EPS (30%), TSR (30%), Cash Conversion (20%) and 
Sustainability (20%).

Sustainability is at the heart of our Company 
purpose and strategy. Following the approval of new 
Science Based Targets in December 2022 the LTIP 
Sustainability measures and targets for the period 
2023 to 2025 have been aligned to the longer term 
measures and goals. Coats' Remuneration Policy 
creates the right balance between financial and non-
financial performance and between short term 
objectives and long term strategy. 

Committee membership
I was delighted to welcome Stephen Murray to the 
Committee from September 2022 following his 
appointment to the Board.

Conclusion
The Committee is satisfied that the decisions made 
during 2022 reflect the financial and non-financial 
performance of the Group during the year and 
balances the interests of all key stakeholders.

I would like to thank those shareholders who 
provided feedback during the consultation process, 
as it was my first consultation as Chair of the 
Remuneration Committee I found the process very 
valuable. I look forward to receiving your support for 
both our new Policy and the Annual Report on 
Remuneration at our 2023 AGM.

Echo Lu
Chair, Remuneration Committee
1 March 2023

Remuneration at a glance
The Remuneration Policy is intended to take 
into account the need to recruit and retain 
Directors who have the suitable skills and 
experience to perform in the interests of the 
Company, its stakeholders and its 
shareholders.

The Remuneration Committee is responsible 
for ensuring that any variable remuneration for 
Executive Directors is suitably motivational and 
encourages Executive Directors to meet 
stretching financial and non-financial 
performance targets with an acceptable 
degree of risk.

The Committee’s policy is that remuneration 
and benefits are sufficiently competitive 
relative to appropriate peers, to attract, 
incentivise, reward and retain Directors and 
senior executives.

Our remuneration principles
– Competitive with the local market and 

industry where we recruit from
– Rewards the achievement of personal goals 

for each role
– Linked to company performance over short 

and long term
– Fair & transparent rewards linked to clear 

measures and aligned to business strategy 
and goals

– Aligned to the principles and operation of the 
remuneration policy for the wider workforce

– Ensures that Remuneration appropriately 
reflects and incentivises the Company's 
Sustainability goals

 
Coats’ Remuneration Policy 
creates the right balance 
between financial and non-
financial performance and 
between short term objectives 
and long term strategy”
Echo Lu
Chair, Remuneration Committee
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Remuneration Policy summary (Executive Directors)
Element Key features of policy

Fixed base and benefits – Base salary is benchmarked against the FTSE250 and a selected comparator 
group of similar size and complexity

– Benefits benchmarked to local market practice and reflect the nature of the 
Executive’s role

– Pension benefits aligned to the workforce where the role is based
Annual bonus – Maximum award opportunity: 150% of base salary

– A proportion of annual bonus is subject to a mandatory deferral. Deferred 
bonuses are converted into share awards and are released after a three-year 
retention period so that the value of annual incentives is significantly aligned to 
the longer term performance of the Company

LTIP – Maximum LTIP award opportunity: 175% of base salary (200% exceptional 
circumstances)

– Awards are discretionary and may be made annually
– Vesting is conditional on three-year performance conditions. Any shares vesting 

after three years are also subject to an additional two-year holding period
– Performance measures and targets are determined by the Committee, taking into 

account the balance of strategic priorities for Coats for the upcoming three-year 
performance period

– Any LTIP shares awarded are subject to malus and clawback
Shareholding Requirement – 200% of salary within five years of appointment

– Applies for 2 years post termination of employment based on the lower of the 
shareholding requirement or the actual shares held on termination

Remuneration release profile
2022 2023 2024 2025 2026

Base salary/Benefits/Pension Cash & benefits
Short-term incentive Cash Deferred shares
Long-term incentive Performance Period Holding Period

Summary implementation in 2022
Fixed remuneration Implementation in 2022

Base salary
1 July 2022 review

– Increase of 5% for Rajiv Sharma and Jackie Callaway
– Aligns to the average for the UK workforce of 5%

Pension benefit
Aligned to the UK workforce

– For Rajiv Sharma fixed at £122,400 per annum until 31 December 2022 reducing 
to 12% from 1 January 2023

– For Jackie Callaway 12% of salary
Annual bonus
Performance measures:
Sales: 30%
EBIT: 30%
Free Cash Flow: 20%
Personal objectives: 20%

– For Rajiv Sharma a maximum bonus of 150% of salary with a deferral of 50% of 
the outcome in shares

– For Jackie Callaway a maximum bonus of 115% with a deferral of 40% of the 
outcome in shares

– Outcomes for 2022 shown on page 89

Long term incentive
Performance measures:
EPS growth: 40%
Cumulative Free Cash Flow: 20%
Total Shareholder Return: 20%
Sustainability: 20%

– Grant of 175% of salary to Rajiv Sharma
– Grant of 150% to Jackie Callaway
– 3 year performance period with subsequent 2 year holding period
– Targets for 2022-2024 on page 91
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Directors’ remuneration report
for the year ended 31 December 2022

Annual Report on Remuneration
This Annual Report on Remuneration has been prepared in accordance with the relevant provisions of the 
Companies Act 2006 and as prescribed in The Large and Medium-sized Companies and Groups (Accounts 
and Reports) Regulations 2008 as amended (the Regulations). Where indicated information has been audited 
by Deloitte LLP.

The Annual Report on Remuneration will be subject to an advisory vote and the Directors’ Remuneration 
Policy will be subject to a binding vote at the AGM on 17 May 2023.

Executive Directors
Two Executive Directors were employed during 2022. Rajiv Sharma was appointed to the Board on 2 March 
2015 and was appointed as Group Chief Executive with effect from 1 January 2017. Jackie Callaway was 
appointed to the Board on 1 December 2020 and appointed as Chief Financial Officer on 31 March 2021.

Single total figure for Executive Directors’ remuneration for 2022 (audited information)
Rajiv Sharma Jackie Callaway Total

£000 2022 2021 2022 2021 2022 2021

Base salary 646.2 621.3 401.3 385.8 1,047.5 1,007.1
Benefits 41.4 47.4 21.3 15.7 62.7 63.1
Other – 50.0 – 100.0 – 150.0
Pension 122.4 122.4 48.2 46.3 170.6 168.7
Total Fixed 810.0 841.1 470.8 547.8 1,280.8 1,388.9
Annual bonus 834.1 917.4 397.2 420.1 1,231.3 1,337.5
LTIP 191.1 – – – 191.1 –
Total Variable 1,025.2 917.4 397.2 420.1 1,422.4 1,337.5
Total 1,835.2 1,758.5 868.0 967.9 2,703.2 2,726.4

The figures in the table above have been calculated on the basis of the following:

– Benefits: this is the value of all benefits including a car allowance, private medical insurance, life insurance 
and income replacement insurance. A car allowance of £20,000 per annum is paid to Rajiv Sharma and an 
allowance of £15,000 per annum is paid to Jackie Callaway

– Other: as disclosed in last year’s report Jackie Callaway received £100,000 as compensation on 
recruitment for the loss of an incentive payment from her former employer; this was paid on the condition 
that at least the net amount received would be used by her to purchase shares in Coats; this condition has 
been met. From 1 January 2022 Rajiv Sharma is based in Singapore; the company paid a relocation 
allowance of £50,000 in connection with this change in work location; no other benefits are payable in 
connection with this relocation

– Annual bonus: is the total value in cash and shares of the annual bonus that is attributable to each year. 
Fifty percent of any 2022 bonus outcome for the Chief Executive Officer and forty percent for the current 
Chief Financial Officer will be awarded in shares under the terms of the Deferred Annual Bonus Plan

– Pension: represents the value of all employer contributions to any pension plan or cash payments paid in 
lieu of a pension benefit. No Executive Director participates in any defined benefit pension arrangement. 
Jackie Callaway’s pension benefit is based on 12% of salary. Rajiv Sharma’s pension benefit was fixed at 
£122,400 per annum and reduced to 12% of salary with effect from 1 January 2023. By 1 July 2023 the 
typical UK Company pension contribution rate is 12% of salary

– The value of LTIP awards shown for Rajiv Sharma reflect the vesting of LTIP awards with a performance 
period ending in 2022. Of the amount shown, £14,324 of this value represents the value attributable to 
share price growth over the 3 year period

Annual bonus outcome 2022 (audited information)
The annual bonus for 2022 was determined in accordance with the details provided in the 2021 Directors’ 
Remuneration Report. Details of the bonus measures and opportunities are provided in the table below.

The measures were selected to incentivise a balance of outcomes that reflected the strategic priorities for 
the Group at the beginning of 2022. In particular these were to deliver a strong performance in sales with 
strong margin through efficiency in EBIT performance, ensure consistent and increasing level of cash 
generation from operations through strong working capital management, and achieve certain key strategic 
objectives which are detailed on the next page that were specific for each Executive Director.

Annual bonus 2022 Weighting Achievement  

Performance 
achieved in 2022 

Performance Measure
Threshold 

(0% of max)
Target 

(50% of max)
Maximum

(100% of max)
Outcome as % of 

Max

Group Sales $m 30.0% 1,402.2 1,476.0 1,512.9 1,555.0 30%
Earnings Before Interest and Taxation (EBIT) $m 30.0% 188.0 202.0 212.1 202.0 15%
Free Cash Flow (adjusted) (FCF) 20.0% 72.0 87.0 97.0 115.1 20%
Individual objectives 20.0% – – – See below 19%
Total 100.0% 84%

Targets are set in relation to budget for the upcoming financial year and the figures in the table above reflect 
the 2022 Plan exchange rates. 

The performance reflected in the table above reflects the figures disclosed in this Annual Report adjusted to 
exclude the impact of any exchange rate fluctuations during the year $58 m for Sales, $9m for EBIT, and $7m 
for FCF respectively. 
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EBIT performance also excludes the impact of acquisitions during the year and strategic and associated 
projects. The effect was to toughen the targets versus full year reported EBIT.

For the 2022 annual bonus challenging individual objectives were established by the Committee for each 
Executive Director that reflected activities and initiatives intended to improve the performance of the Group. 
The objectives established and assessed for 2022 are reflected in the section below.

Personal objectives linked to 2022 bonus
At the beginning of the year the Committee determined that the following personal objectives would be 
linked to 20% of the maximum annual bonus outcome. All objectives were equally weighted.

Rajiv Sharma:
Objective: to successfully implement the planned 2022 strategic projects.

Outcome: the projects completed in 2022 delivered substantial value to shareholders in terms of cost 
savings and are on track to deliver $70m by the end of 2024 which significantly exceeds planned 
expectations, the portfolio optimisation activities were successfully implemented with exits completed in 
Brazil, Argentina and South Africa and the opening of a new improved facility in Mexico.

Objective: to deliver the 2022 sustainability targets and accelerate recycled and biomaterial use.

Outcome: the Sustainability goals for 2022 were substantially achieved and momentum and focus in this 
area was increased and culminated in the adoption and approval by the Board of Science Based Targets for 
2026. The performance to deliver against our 2022 goals for water recycling, energy usage, effluent quality, 
Great Place to Work accreditation and waste management was considered by the Committee to be a 
significant achievement which greatly enhanced Coats’ reputation with all our key stakeholders. 

The Committee determined the outcome of 19% out of a possible 20% of maximum bonus.

Jackie Callaway:
To complete two material acquisitions and to complete other actions relating to the company’s long term 
portfolio. Other elements of this personal objective remain commercially sensitive.

The two acquisitions of Texon and Rhenoflex were completed efficiently and on time and, in the case of the 
latter, following a successful and oversubscribed capital raise. 

To co-lead the Company’s project to realise savings of $50m; to deliver various strategic projects and embed 
new ways of working.

The savings that have been achieved significantly exceeded our planned expectations and the new 
operating model has been successfully embedded and the resulting efficiencies significantly delivering 
longer term benefits.

The Committee determined the outcome of 19% out of a possible 20% of maximum bonus.

Summary 2022 Bonus Outcome

Rajiv Sharma: 126% of salary = £834,120. This is 84% of a maximum bonus of 150% 

Jackie Callaway: 96.65% of salary = £397,232. This is 84% of a maximum of 115%.

Long Term Incentive award vesting (audited information)
On 6 March 2020 Rajiv Sharma was granted Long Term Incentive Plan awards in the form of 1,558,573 nil 
cost options over shares in respect of the performance period 1 January 2020 to 31 December 2022 
(referred to as LTIP 2020). Of this amount 18.2% (283,660 options) will vest on 4 March 2023 

The performance measures were based upon Total Shareholder Return Performance (TSR), compound 
annual growth (CAGR) in Earnings Per Share and cumulative Free Cash Flow relating to Coats Group plc. The 
achievement of the Long Term Incentive Plan performance measures and the consequent vesting of the 
award is shown in the table below.

LTIP 2020: Performance period 1 January 2020 to 31 December 2022

Measure Weighting
Threshold 

(25% vesting)
Mid 

(62.5% vesting)
Maximum 

(100% vesting) Actual
Outcome as % of 

max LTIP

EPS CAGR 40.0% 5.0% 10.0% 15.0% 4% 0%
Free Cash Flow 30.0% $296m $326m $356m $253.4m 0%
Total Shareholder Return versus the FTSE 250 
excluding investment trusts 20.0% Median

62.5th 
Percentile

Upper 
Quartile

55th 
Percentile 8.2%

Sustainability 10.0% See summary of performance below 10%
Total 18.2%

Summary of performance against sustainability targets
The extent of achievement in performing against the targets set for the 2020 long-term incentive award is 
set out below. The Committee tested the extent of achievement against the target on an indexed basis. 
Based on average performance against the targets set (on an unweighted basis), 100% achievement results 
in the threshold target being met (25% of this part of the award vesting), rising to 100% vesting for 107.5% 
average achievement against the targets. With 107.5% achievement against the targets, the maximum target 
of 107.5% was achieved and so this part of the award vested in full.

90

STRATEGIC REPORT
CORPORATE GOVERNANCE

FINANCIAL STATEMENTS
OTHER INFO



Coats Group plc Annual Report and Accounts 2022

Directors’ remuneration report cont.

Area Target Performance

Percentage 
Achievement of 

Target

Water usage Achieve by 2022 a 40% reduction, vs 
a 2018 baseline, of water usage per 
kilogram of thread production

Achieved a 38% reduction in 2022 
(95% of target).

95%

Energy Achieve a 7% reduction of kWH per 
kilogram of product made

Achieved 10% reduction in 2022 (143% 
of target).

143%

Effluent & emissions To achieve compliance with Zero 
Discharge of Hazardous Chemicals 
effluent standards

Achieved 92% compliance in 2022. 92%

Social Achieve Great Place to Work 
accreditation for locations that cover 
80% of employees worldwide and to 
enable all employees to contribute to 
community support activities.

Achieved 86% in 2022. Community 
activities during various phases of 
lockdown pivoted to supporting 
communities and our employees’ 
families.

108%

Sustainability Reduce waste by 25% and achieve 
progress towards achieving a goal 
that all premium polyester thread will 
be from recycled material by 2024

A 25% reduction in waste achieved in 
2022 with substantial growth in use of 
recycled material

100%

Average achievement 107.5%

The Committee considered the Group’s overall performance for 2022 and felt that the outcome of 18.2% 
appropriately reflected the performance of the business during the performance period. 

In determining vesting, the Committee considered the potential for windfall gains and concluded that the 
value on vesting of the 2020 awards did not benefit from windfall gains. In reaching this conclusion the 
Committee noted that following the first half of 2020 the share price recovery had been consistent through 
the balance of the three year performance period (i.e. performance has been a result of robust underlying 
financial performance as opposed to any short-term change in market sentiment). Furthermore, the targets 
were set prior to the onset of Covid, with no delay to the target setting process or grant of award which was 
common practice by other companies during 2002. This ensures that the above vesting is considered an 
exceptional result by the Committee. Accordingly, the Committee did not use any discretion in connection 
with the 2020 award.

Share awards granted in 2022 (audited information)
The following share awards were granted to Executive Directors during the financial year ended 31 December 
2022. The targets for achieving minimum performance for each measure, where these apply, are shown in 
the table below.

Coats Group plc Long Term Incentive Plan

Executive Director Date of grant
Number of options 

awarded
Face value at 

award date
Award value as a 

% of salary

Share price to 
calculate no of 

shares

% vesting for 
minimum 

performance
Performance 

period Vesting date

Jackie Callaway 4–Mar–22 904,157 £587,250 150%

£0.6495 25%

1 Jan 2022 
to 31 Dec 

2024 4–Mar–25Rajiv Sharma 4–Mar–22 1,698,806 £1,103,375 175%

The share price shown above, which was used to calculate the number of options awarded under the terms 
of the Coats Group plc Long Term Incentive Plan, is based on the mid-market closing price for the day 
immediately preceding the grant date..

Awards were granted as nil cost options under the terms of the Coats Group plc Long Term Incentive Plan 
that was approved by shareholders on 22 May 2014. Awards were also granted to approximately 100 senior 
managers on similar terms. The LTIP awards will vest, subject to the achievement of performance measures, 
on the third anniversary of the date of grant. For Executive Directors an additional two-year holding period 
applies. The notional value of any dividends paid on any vested share during the period from grant to the 
end of the holding period is awarded as additional shares upon exercise.

Long Term Incentive Plan awards performance measures
The performance measures applicable to awards granted in respect of the three-year performance period 
that commenced on 1 January 2022 (LTIP 2022) are shown below. 

Measure Weighting
Threshold 

(25% vesting)
Mid 

(62.5% vesting)
Maximum 

(100% vesting)

EPS CAGR 40.0% 5% 12.5% 20%
Total Shareholder Return versus the FTSE 250  
excluding investment trusts 20.0% Median

62.5 
percentile

Upper 
quartile

Cumulative Free Cash Flow 20.0% $321m $359m $396m
Sustainability (see details below) 20.0% See below – See below

The Board will consider the achievement of normalised EPS, adjusted to exclude the impact of exceptional 
costs such as property gains or losses and the impact of variation of the IAS19 (pensions finance) charge.

Total Shareholder Return is the total return to shareholders which includes share price growth and ordinary 
dividends (reinvested on the ex-dividend date). The performance measure is assessed against a comparator 
group consisting of the FTSE250, excluding investment trusts.
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The Sustainability targets were based on targets for the end of 2024 in 3 areas, measured against 
a 2022 baseline;

1) to achieve an increase in product made from recyclable material. The target is to achieve a growth in 
sustainable (non-virgin oil based) materials to 40% by 2024;

2) to achieve a reduction in emissions. The target is a pro rata reduction in Scope 1&2 emissions of 11%;

3) to achieve a reduction in water usage. The proposed target is to increase the water recycling rate and 
achieve a 5% increase. 

The Committee will test the extent of achievement against each target shown above. Based on a partial 
achievement of each measure up to 25% of the award will vest if a minimum threshold performance standard 
is obtained in all three targets rising to 100% vesting for the achievement of all three.

The Committee retains the discretion to consider whatever adjustments it considers are fair and reasonable 
when considering performance against the targets shown. The Committee may adjust the level of vesting if it 
considers that the performance measures do not reflect the overall performance of the Company during the 
performance period or if there has been a material event such as an acquisition or disposal during the course 
of the performance period.

Non-Executive Directors
The base fee was increased by 5% from £60,000 to £63,000 per annum with effect from 1 July 2022 (this 
was the first increase since 1 October 2013). The fee for the Chair payable to David Gosnell following his 
appointment on 19 May 2021 remained fixed at the level that was paid to his predecessor.

Single total figure for Non-Executive Directors’ remuneration for 2022 (audited information)
Non-Executive Directors, excluding the Chair, who are required to travel long haul (more than five hours one-
way) to meetings are entitled to an additional travel allowance of £1,500 for each round trip subject to a 
maximum of five trips per annum. Additional fees may be paid for additional duties and time commitments 
that are undertaken outside the terms of appointment.

Base fee 
£000

Supplementary fee 
£000

Benefits1 
£000

Other fee2 
£000

Total 
£000 Comments

2022 2021 2022 2021 2022 2021 2022 2021 2022 2021

David 
Gosnell 250.0 177.3 – 4.2 – 0.6 – – 250.0 182.1
Nicholas 
Bull 61.5 60.0 18.3 10.0 – 4.2 1.5 1.5 81.3 75.7

Anne Fahy 25.0 60.0 5.2 12.5 – – – 1.5 30.2 74.0

Resigned 
18–May–

22
Heather 
Lawrence 10.5 – – – – – – – 10.5 –

Appointed 
1–Nov–22

Echo Lu 61.5 60.0 12.5 8.3 – 0.8 – 1.5 74.0 70.6
Stephen 
Murray 21.0 – – – – – – – 21.0 –

Appointed 
1–Sep–22

Fran Philip 61.5 60.0 7.5 7.5 – 0.2 6.0 – 75.0 67.7
Jakob 
Sigurdsson 61.5 60.0 – – – – 1.5 1.5 63.0 61.5
Total 552.5 477.3 43.5 42.5 – 5.8 9.0 6.0 605.0 531.6

1 The figure under benefits for Non-Executive Directors relates to business expense reimbursements which are deemed to be taxable in the UK and include the 
tax paid by the Company directly to HMRC.

2 Fees under Other Fee represent the £1,500 per trip travel fee payable for Directors (excluding the Chair) who travel long haul to attend Board meetings. The 
travel fee is capped at a maximum of £7,500 per annum.

3. Nicholas Bull was appointed Chair of the Audit and Risk Committee in May 2022.

The base fee paid by Coats Group plc is currently £63,000 per annum for Non-Executive Directors and 
£250,000 for the Chair.

A supplementary fee is paid to the Senior Independent Director (£10,000 per annum) and Chairs of the Audit 
and Risk Committee and Remuneration Committee (£12,500 per annum). Fran Philip receives £7,500 per 
annum for undertaking additional responsibilities concerning employee engagement. 

Payments for loss of office (audited information) & Payments to former Directors (audited information)
There have been no payments for loss of office during the year. No payments were paid to former Directors 
in the year.

Directors service agreements and appointment letters
All Executive Directors have service agreements which are rolling with an indefinite term and provide for a 
notice period from either side of twelve months and all of this notice is unexpired. No appointment letters for 
Non-Executive Directors, including the Chair, contain a notice period. All service agreements and 
appointment letters for Directors are available for inspection at the Company’s registered office during 
normal hours of business and will also be available for inspection at the Company’s Annual General Meeting. 9 2
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Statement of Directors’ shareholding and share interests (audited information)
The interests of the Directors who held office during the year, and their closely associated persons (if any), in 
the shares, options and listed securities of Coats Group plc and its subsidiaries as at 31 December 2022, are 
set out below.

Shareholding requirement in 2022 Shares beneficially owned
Deferred bonus shares subject 

to vesting period
LTIP share options 

(subject to performance conditions)
Share options 

(no performance conditions)

Number of 
shares

Equivalent 
% of 

salary3
Condition 

met? 01-Jan-221 31-Dec-222 01-Jan-221 31-Dec-222 01-Jan-221 31-Dec-222 01-Jan-221 31-Dec-222

Executive Director
Jackie 
Callaway 1,200,000 200% No 151,606 269,716 – 258,709 942,148 1,846,305 – –
Rajiv 
Sharma 2,000,000 200% Yes 4,439,012 4,596,492 511,684 1,055,858 4,422,071 5,027,626 184,542 346,586
Chair and Non-Executive Directors
David Gosnell N/A 1,409,990 1,567,470 – – – – – –
Nicholas Bull N/A 500,000 550,000 – – – – – –
Anne Fahy N/A 40,000 40,000 – – – – – –
Heather Lawrence N/A – – – – – – – –
Echo Lu N/A 15,000 22,874 – – – – – –
Stephen Murray N/A – – – – – – – –
Fran Philip N/A 50,000 75,984 – – – – – –
Jakob Sigurdsson N/A 30,000 77,244 – – – – – –

1. Or date of appointment, if later.
2. Or date of resignation, if earlier.
3. The target number of shares is based on the average share price for 2022 which was 66.6p.

The Executive Directors’ shareholding requirement must be met within five years of their appointment to the 
Board (2 March 2020 for Rajiv Sharma, and 1 December 2025 for Jackie Callaway). There is no requirement 
for Non-Executive Directors. For the purposes of achieving this target the total number of shares beneficially 
owned by the Executive Director or a closely associated person is considered as well as the estimated post-
tax number of vested but unexercised share options or deferred bonuses that are not subject to a 
performance condition. All unexercised Long-Term Incentive Plan awards granted to Executive Directors 
include a requirement to retain any vested shares (save for any shares that may be sold to satisfy income tax 
liabilities) until a minimum of the fifth anniversary of the date of grant.

Details of scheme interests as at 31 December 2022 (audited information)

Rajiv Sharma

Award Vesting date Retention period Expiry date No. Status
Performance 

conditions?

Deferred bonus shares subject to vesting period
DABP20 6–Mar–23 N/A 6–Mar–30 349,640 Unvested No
DABP22 4–Mar–25 N/A 4–Mar–32 706,218 Unvested No
Sub-total 1,055,858
LTIP share options (subject to performance conditions)
LTIP20 6–Mar–23 6–Mar–25 6–Mar–30 1,558,573 Unvested Yes
LTIP21 5–Mar–24 5–Mar–26 5–Mar–31 1,770,247 Unvested Yes
LTIP22 4–Mar–25 4–Mar–27 4–Mar–32 1,698,806 Unvested Yes
Sub-total 5,027,626
Share options (no performance conditions)
DABP18 4–Mar–21 N/A 4–Mar–28 184,542 Vested No
DABP19 4–Mar–22 N/A 4–Mar–29 162,044 Vested No
Sub-total 346,586

Jackie Callaway

Award Vesting date Retention period Expiry date No. Status
Performance 

conditions?

Deferred bonus shares subject to vesting period
DABP22 4–Mar–25 N/A 4–Mar–32 258,709 Unvested No
Sub-total 258,709
LTIP share options (subject to performance conditions)
LTIP21 5–Mar–24 5–Mar–26 5–Mar–31 942,148 Unvested Yes
LTIP22 4–Mar–25 4–Mar–27 4–Mar–32 904,157 Unvested Yes
Sub-total 1,846,305

Share options (exercised during the year)
No share options were exercised by Directors during the year.

No options have been exercised by any Director between the year end and the signing of this report. No 
other Directors have entered into any transactions since the year end. The middle market price of Coats 
Group plc shares at 31 December 2022 was 67.5 pence and the range during the year was 51.2 pence to 
81.2 pence.
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Review of performance
The graph (below left) shows the difference between investing £100 in the Company and the constituents of 
the FTSE All Share Index and FTSE 250 from 1 January 2013 to 31 December 2022. It is assumed dividends 
are reinvested over that period. The Board feels the FTSE All Share Index and the FTSE 250 each provide an 
appropriate comparator given the Company’s market capitalisation and its presence on the London Stock 
Exchange.

To enable comparison with the LTIP performance period an additional graph (below right) is shown on the 
same basis that reflects the three-year performance period ending 31 December 2022.
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Chief Executive total remuneration for the last 10 years1

Executive Director 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Name N/A N/A
Paul 

Forman
Paul 

Forman
Rajiv 

Sharma
Rajiv 

Sharma
Rajiv 

Sharma
Rajiv 

Sharma
Rajiv 

Sharma
Rajiv 

Sharma
CEO single figure of 
remuneration (£k) – – 1,017.0 1,760.3 2,566.9 3,356.7 2,228.1 787.4 1,758.5 1,835.2
Annual bonus as a % of 
maximum opportunity – – 87.1% 77.0% 79.5% 66.7% 67.3% 5.0% 97% 84%
LTIP award as a % of 
maximum opportunity – – – 43.6% 60.0% 84.2% 95.8% 0% 0% 18.2%

1. The Company did not have an Executive Director who performed the role of CEO until 2 March 2015, when the Company completed its transition from 
Guinness Peat Group plc to Coats Group plc.

2. The increase in CEO remuneration from 2015 to 2016 is therefore largely influenced by the 2015 single figure data being part year data. The CEO figures for 
2017, 2018 and 2019 reflect the appointment of Rajiv Sharma and in particular the increase in benefits reflect the relocation and expatriate support that was 
offered to him following his appointment as CEO on 1 January 2017.

Director’s remuneration – annual percentage change from 2020 to 2022
The table below shows the percentage change in the annual remuneration of Directors and the average UK 
colleague from 2019 onwards.

Salary or fees (% change) Benefits3 (% change) Bonus (% change)

2021 to 2022 2020 to 2021 2019 to 2020 2021 to 2022 2020 to 2021 2019 to 2020 2021 to 2022 2020 to 2021 2019 to 2020

Rajiv Sharma 4.0% 6.9% –3.6% –12.7% 25.8% –46.8% –9% 1,898.8% –91.1%

Jackie Callaway 4.0% 1.4% N/A 35.7% –0.6% N/A –5.5% 100% N/A
Nicholas Bull 13.7% 4.4% –5% 0% 0% 0% N/A N/A N/A
Anne Fahy 0% 7.4% –5% 0% 0% 0% N/A N/A N/A
David Gosnell 37.7% 163.4% –5% 0% 0% 0% N/A N/A N/A
Heather Lawrence 0% N/A N/A N/A N/A N/A N/A N/A N/A
Echo Lu 6% 22.5% –5% 0% 0% 0% N/A N/A N/A
Stephen Murray 0% N/A N/A N/A N/A N/A N/A N/A N/A
Fran Philip 11.1% 2.9% –5% 0% 0% 0% N/A N/A N/A
Jakob Sigurdsson 2.4% –6.8% –5% 0% 0% 0% N/A N/A N/A
Average of all employees1 5.5% 3.1% 0% 0% 0% 0% –12.4% 322.8% –51.4%

1. The average of all employees reflects the total number of employees based in the UK. The UK has been chosen as the most appropriate comparator group 
because the CEO is employed by the UK parent company and the majority of Coats employees who are employed outside the UK are working in locations with 
very different inflationary and market pressures. The UK employee population includes employees across all levels of the organisation and excludes 
acquisitions made during the year.

2. Non-Executive Directors do not receive benefits-in-kind however, figures are disclosed in the benefits Single Figure table to reflect business expense payments 
that are regarded as taxable by the UK tax authority. Year-on-year variations in the reported taxable benefits value have been ignored for this purpose unless 
there is the provision of a material specific benefit or if the difference in benefit is greater than £5,000 from one year to the next.

3. To enable comparisons, leaver and joiners figures have been annualised. The figures for David Gosnell, Echo Lu and Nicholas Bull in 2022 and 2021 reflect their 
increased fees following their appointments as Group, Remuneration Committee and Audit Chairs respectively.

4. Jackie Callaway’s increase in benefits reflects the cost of non-taxable insurance benefits for the full year 2022 which were not incurred in 2021.

Relative importance of spend on pay
The table below shows the total pay for all of the Company’s employees compared to other key financial 
indicators.

Year to 
31 December 

2022

Year to 
31 December  

2021 % change

Employee costs (US$m) 325.7 344.3 –5%
Distributions to shareholders1 (US$m) 32.9 27.6 19%
Average number of employees 17,713 16,998 4%
Revenues from continuing operations (US$m) – CER basis 1,583.8 1,361.4 16%
Operating profit pre-exceptional (US$m) – CER basis 234.9 185.4 27%

1. By way of dividends.
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Additional information on number of employees, total revenues and profit has been provided for context. The 
figures for employee costs, average number of employees, revenues and operating profit in 2022 and 2021 
have been stated on the basis of continuing operations only. Information for 2022 includes acquisitions 
made during the year. The figures for revenues and operating profit are on a constant exchange rate (CER) 
basis with amounts for 2021 restated at 2022 exchange rates.

CEO pay ratio
Coats is not required to publish a CEO pay ratio as the Group employs less than 250 employees in the UK. 
However, the Company publishes a disclosure on a voluntary basis.

Salary Salary plus bonus Total pay

Financial Year 
Calculation 

methodology P25 P50 P75 P25 P50 P75 P25 P50 P75

2019 A 21 12 8 37 20 11 58 36 19
2020 A 20 12 7 20 12 7 20 14 7
2021 A 16 12 8 37 27 13 41 27 12
2022 A1 15 10 6 34 21 10 42 23 11

1 During the year, Coats acquired Texon which includes approximately 100 UK based employees. Giving the timing of this acquisition and associated 
complications in relation to incorporating these employees into the calculation of the CEO Pay Ratio, these employees have been excluded for 2022. Coats 
intends to incorporate these employees going forwards. Although employees from Texon have been excluded from the calculations, based on high-level 
analysis, Coats is comfortable that the inclusion of these employees would not have a material impact on the overall CEO pay ratio, and that the ratio set out 
above is reflective of the overall Group.

Year-on-year change in ratio of CEO pay to median employee pay
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The ratio of salary, salary plus bonus and Total Pay have marginally decreased during 2022, largely due to 
the reduction in the number of UK based head office employees. The lower quartile, median and upper 
quartile employees in the table below were identified on the basis of full-time equivalent total remuneration 
and benefits in the twelve month period ending 31 December 2021 (this is referred to as methodology A 
according to the Regulations). This calculation methodology was selected as it was the closest comparative 
methodology to the basis on which the remuneration for the CEO is disclosed for the year ended 

31 December 2021. The UK workforce is the most appropriate comparator group because the CEO is 
employed by the UK parent company and the pay of the global workforce is subject to very significant 
fluctuations due to local inflationary pressures and foreign exchange rate movements. The Committee has 
considered the pay data for the three individuals identified and concludes that the median ratio is a fair 
reflection of the movement of pay and reward within the UK workforce especially considering that the pay for 
all three individuals does not include any share-based incentive remuneration. In addition, the data was 
compared to the average of five individuals above and below their remuneration in terms of total 
compensation and mix of pay for the year to 31 December 2022 to ensure the percentile ranking for each 
individual was comparable to all individuals within that quartile grouping. No adjustments have been made to 
the remuneration other than to ensure that the remuneration is equivalent to a full-time employee and where 
a performance bonus is relevant an assumption, based on the average attainment for the element linked to 
personal performance has been assumed. The Committee is satisfied that any assumptions do not have a 
material impact on the selected reference employee nor on the calculated ratio. The remuneration details for 
the individuals are shown below.

CEO Lower quartile Median Upper quartile

Base Pay £646,262 £42,000 £66,303 £110,250
Base and Bonus £1,480,300 £42,630 £69,552 £153,082
Total Remuneration £1,835,200 £43,875 £81,212 £167,562

A significant proportion of the CEO’s remuneration is appropriately linked to the Company’s performance 
and share price movements over time which may fluctuate materially over time. To enable a comparison to 
be made which reflects this element of variable pay a ratio has been calculated which reflects base pay and 
base pay and bonus.

Corporate Governance Code requirements
Prior to the publication of the proposed Remuneration Policy the Company consulted with major 
shareholders (all those with more than a 2% shareholding) and major governance advisors to explain the 
rationale behind the limited number of proposed changes to the Remuneration Policy that will be subject to 
an approval vote at the 2023 AGM. In addition, the Company explained the rationale for changes that were 
proposed, within the framework of the existing policy, for implementation in 2023. The Company did respond 
to questions raised by shareholders notably to assure shareholders that the incentive targets relating to the 
increased bonus opportunity (within the limits of the existing policy) would remain challenging. In addition 
shareholders enquired about the reason for the change in the Long Term Incentive cash measure and 
whether there were alternative measures that had been considered; in this respect the company confirmed 
that the wording of the Remuneration Policy was intended to allow sufficient flexibility to consider alternative 
cash related measures (such as Return on Capital Employed) during the lifetime of the policy and with further 
consultation with all shareholders.
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The Company also implemented the requirement contained in Provision 38 to align the pension benefit 
provision of the Executive Directors with those of the UK workforce within effect from 1 January 2023. The 
pension benefit for Jackie Callaway was implemented at 12% of salary upon her appointment in 2020 and for 
Rajiv Sharma his pension benefit reduced to 12% of salary from 31 December 2022. The 12% benefit level is 
the typical Company pension contribution rate to UK employees for 2023. 

The Directors believe that the principles outlined in Provision 40 of the Corporate Governance Code 
continue to be met in the operation of the Remuneration Policy in 2022. Remuneration arrangements are 
clearly communicated and straightforward. Incentives are linked to the key performance metrics of sales, 
profit and cash generation. These measures are aligned throughout the groups incentive schemes and there 
is a balance between overall group performance across all three metrics and each individual local business 
unit. Personal performance is also an element, both in incentives and in salary reviews, but there is an overall 
link to the achievement of company performance to ensure that the risk of excessive rewards in cases of 
poor performance is managed. Teamwork is a key strength and cultural aspect for Coats and incentives are 
managed to ensure that there is cooperation and flexibility in delivering performance and to ensure that 
incentive structures to not negatively impact the culture of the organisation.

Although the Company does not formally consult with employees in determining the Remuneration Policy 
there are several routes by which employee engagement is achieved. Fran Philip is the Designated 
Non-Executive for Workforce Engagement and is also a member of the Remuneration Committee. During 
2022 a programme of meetings was conducted by Fran with business unit leadership teams to discuss a 
variety of issues of interest to employees. All employees were encouraged to raise any areas of concern, 
including concerning alignment of executive remuneration with the wider workforce, directly or through line 
managers. Further details of the Board’s engagement with the workforce is set out on page 32. In addition, 
during 2022 the Board conducted a series of in depth review meetings and as part of this review considered 
for all employees the competitiveness of the remuneration offering, the level of any minimum Living Wage 
and whether any employees were below this level, the gender profile and pay differentials of the workforce 
and the level of pension or other benefit programmes. During the review meetings business leadership 
teams were encouraged to provide as much feedback from their teams as possible.

Statement of implementation of Remuneration Policy for 2023
Base salaries for Executive Directors and fees for the Non-Executive Directors will be reviewed on 1 July 2023.

Rajiv Sharma will, until the review date, continue to receive a base salary of £662,000, a car allowance of 
£20,000 and a pension contribution (aligned to the UK workforce) of 12%. 

Jackie Callaway will continue to receive a base salary of £411,000, a car allowance of £15,000 and a pension 
benefit of 12%. Both Directors also receive private medical insurance, life and income replacement insurance.

The above Executive Director salaries have been in operation since 1 July 2022 when they were increased 
by 5% in line with the UK workforce budgeted increase. The Committee is aware of institutional investor 
guidance in relation to 2023 salary increases in light of the current high inflation rates in the UK and will 
consider this at the same time as the need to recognise the performance, experience and calibre of the 
Executive Directors when reviewing salaries at our standard UK review data of 1 July 2023.

In line with Remuneration Policy, it is expected that the LTIP award for the Chief Executive Officer will be 
175% and the maximum annual bonus opportunity will remain 150%. The maximum bonus opportunity for the 
Chief Financial Officer will be 125% and the LTIP award is expected to be at 150% of salary. The compulsory 
three-year deferral into shares of the 2023 bonus outcome will be 50% for the Chief Executive Officer and 
40% for the Chief Financial Officer. A post-termination minimum shareholding requirement applies to all 
Executive Directors for two years following termination of employment based on the lower of 100% of the 
MSR or the actual shareholding at termination.

The performance measures and weightings for annual and long-term incentives are shown below.
Annual bonus Long Term Incentive

Measure Weighting Measure Weighting
Sales 10% Earnings Per Share CAGR 30%
Earnings Before Interest 
and Taxation 35%

Three year Average 
Cash Conversion 20%

Free Cash Flow 35%
Total Shareholder Return 
compared to the FTSE250 30%

Individual objectives 20% Sustainability 20%

Annual bonus targets are based on adjusted operating profit and adjusted free cash flow excluding the 
impact of any exchange rate fluctuations. The Company does not publish annual bonus targets in advance 
as these figures are considered commercially sensitive but will do so at the time the bonus award is 
disclosed.

The Long-Term Incentive Plan awards granted in 2023 will be subject to targets that will vest at a level no 
more than 25% (for each measure) for threshold performance and at 100% (for each measure) for 
performance at maximum. There will be straight-line between threshold, maximum and any intervening 
points.

Further details regarding the targets will be published when the awards for 2023 are granted.
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Consideration by the Directors of matters relating to Directors’ remuneration
The members of the Committee were: Echo Lu (Chair), Fran Philip, Nicholas Bull and Stephen Murray (from 
1 September 2022).

In reviewing remuneration arrangements, the Committee considers the terms and conditions of employees 
across the Group. In this regard, Fran Philip, as a member of the Committee, is able to provide insight and 
support from her role as the designated director responsible for wider employee engagement.

The responsibilities of the Committee are set out in the Corporate Governance section of the Annual Report. 
The Committee also received assistance from Stuart Morgan (who also acted as Secretary to the Committee), 
Farnaz Ranjbar (Group HR Director) and Brendan Fahey (Reward Director). No Directors are involved in 
deciding their own remuneration.

The Company received advice from Herbert Smith Freehills LLP in relation to legal matters relating to the 
Group’s incentive plans. 

During the year, the Committee undertook a competitive tender process in respect of the adviser to the 
Committee. Following this process Korn Ferry replaced Mercer-Kepler as the Committee’s advisor from 30 
September 2022.

Mercer-Kepler received fees of £12,650 for time spent and materials used in providing advice to the 
Company during the period to 30 September 2022. Korn Ferry received fees of £42,900 for time spent and 
material used in providing advice to the Committee during the period to 31 December 2022.

Both Korn Ferry and Mercer-Kepler provided no other remuneration advice to the Company or any of the 
Directors, and are signatories of the Remuneration Consultants Group code of conduct. The Committee is 
satisfied that the advice provided the Committee was independent and was fair and objective.

Statement of voting at the General Meeting
At the AGM of the Company on 18 May 2022 the results of the vote regarding Resolution 2 (to approve the 
Annual Report on Remuneration) were:

Votes for Votes against Votes total Votes withheld

Number % Number % Number Number

1,195,752,385 96.69 40,978,595 3.31 1,236,730,980 36,058

At the AGM on 11 June 2020 the results of the vote regarding Resolution 3 (to approve the Directors 
Remuneration Policy) were:

Votes for Votes against Votes total Votes withheld

Number % Number % Number Number

933,453,843 98.8 11,759,000 1.2 945,212,843 78,764

Committee performance and effectiveness
The Committee effectiveness in respect of the year ended 31 December 2022 was evaluated following an 
externally facilitated review process as set out earlier in this Annual Report. The Committee considered the 
key points that were identified in the previous year’s assessment. The 2022 evaluation indicated that the 
Committee’s ways of working and dynamics were working effectively and noted the successful transition in 
Chair. Opportunities identified for the 2023 Committee work plan included further focus on monitoring and 
evaluating new and emerging trends.

Signed on behalf of the Remuneration Committee by:

Echo Lu
Chair, Remuneration Committee
1 March 2023
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The Remuneration Policy was last approved by shareholders at the 2020 AGM. This updated policy will be 
subject to a binding shareholder vote at the 2023 AGM on 17 May 2023. If approved, the policy will apply for 
a period of up to three years from the date of approval.

As set out in the Remuneration Committee Chair’s statement, following a review of the existing Policy, the 
Committee determined that the Policy should be rolled-forwards with no material changes.

Directors’ Remuneration Policy
The Remuneration Committee has responsibility for determining remuneration for the Company’s Directors 
including the Group Chair but excluding the Non-Executive Directors. The remuneration for Non-Executive 
Directors, excluding the Group Chair, is determined by the Board albeit the Non-Executive Directors are not 
present when their fees are discussed. The Committees take into account the need to recruit and retain 
Directors who have the suitable skills and experience to perform in the interests of the Company and its 
shareholders, while paying no more than is necessary.

The table below sets out how the proposed Policy specifically addresses the provisions of the UK Corporate 
Governance Code.
Alignment of the Remuneration Policy to the provisions of the 2018 Corporate Governance Code

Clarity Simplicity Risk

The approach to all elements of 
remuneration for Executive 
Directors is set out clearly within 
the Policy.

The Policy structure is simple and aligns 
with FTSE market practice.
Performance measures which are well 
understood by our stakeholders have been 
chosen with targets and achievement of 
these targets clearly disclosed either 
prospectively or retrospectively.

All elements of variable remuneration 
have been designed to discourage 
excessive risk taking and all contain 
appropriate maximum limits.
Executive Directors are required to 
develop and maintain, including 
post-employment, material shareholdings 
in line with the shareholding requirements. 
This provides significant alignment to the 
long-term experience of shareholders.

Predictability Proportionality Alignment to culture

Maximum opportunity levels for 
each component of variable 
remuneration are defined within 
the Policy.
The scenario chart later in this 
Policy sets out an illustration of 
how the Policy may operate in 
practice, including maximum and 
minimum potential values.

Variable remuneration opportunity levels 
have been set at an appropriate level, 
proportionate to the size of the business, 
and mindful of the levels of fixed 
remuneration.
Performance measures are linked to the 
Company’s strategy and aligned with 
long-term creation of value for shareholders.
The Committee retains its discretion to 
adjust formulaic variable remuneration 
outcomes where these do not align to the 
financial or non-financial performance of 
the business.

Variable remuneration is based  
on the achievement of financial and 
non-financial measures which link to  
the overall business strategy.

There are no material changes to the previous Remuneration Policy being made. This is because the 
Committee reviewed the current Policy’s effectiveness in aligning performance and reward as well as 
considered how it compared with market and institutional investor best practice. The conclusion of this 
process was that the policy has achieved a fair relationship between performance and reward and is aligned 
with best practice. As a result, the Committee determined no material changes should be made. The 
changes that are being made are to better align the Policy wording with the intended application of the 
policy. The changes to the previous Policy wording provide for:

– Flexibility in relation to the timing of the annual salary review date. This is currently set as 1 July each year 
for Executive Directors, with the refined Policy wording enabling the salary review date for Executive 
Directors to be aligned with the appropriate workforce if there was a change of review date. The Company 
does not currently intend to change the existing review date

– Aligning the pension Policy wording with pension practice from 1 January 2023. This is for Executive 
Director pension to be set at 12% and so aligned with the typical rate of Company pension provision to UK 
based employees

– Defining the portion of annual bonus that is normally deferred within policy (i.e. 50% of any bonus earned 
where the maximum bonus opportunity is 150% of salary and 40% of any bonus earned where the 
maximum bonus opportunity is below 150% of salary)
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The Remuneration Policy set out below applies to all Directors who are appointed to the Board during the life 
of this policy.

Executive Directors’ Remuneration Policy table

FIXED REMUNERATION
Purpose and link to strategy Operation and opportunity 

Salary

To attract and retain 
the key talent that 
the Company needs 
to achieve its 
objectives.

Salaries for new Executive Directors will be set by the Board taking into account such factors as it 
determines to be necessary, as discussed above.

Following recruitment, salaries will normally be reviewed annually with effect from 1 July (or such 
other date so as to align with the appropriate workforce review date). Salary reviews take account 
of factors including the market competitive level of pay in other companies, average salary 
increases applied elsewhere across the Group, the performance of the Company, the relative 
skills, performance and talent of the individual and any increase in the scope and/or responsibility 
of the individual’s role.

There is no set maximum salary but the Committee’s approach will consider the median level of 
salary of similar positions in the FTSE 250 (excluding financial services), as well as companies in 
similar sectors and of a similar international scope and size to Coats, for UK based roles to reflect 
the global scope and dimensions of the Group’s operations and the sector in which it operates. 
External benchmark data is considered only as a reference point and the median figure will not be 
regarded as a target level of remuneration.

Pension

To provide a market 
competitive level of 
retirement provision.

From 1 January 2023 Executive Directors will be entitled to participate in a defined contribution 
scheme, on a non-contributory basis, with an employer contribution of up to the typical UK 
workforce (or other relevant local workforce where appropriate) rate which is currently 12% of 
salary, or will be provided with a cash alternative in lieu of any pension benefits of up to an 
equivalent value.

Benefits

To provide a market 
competitive level of 
benefits.

Benefit provision to Executive Directors will be determined by the Committee taking into account 
such factors as it determines to be necessary, with the aim of creating a competitive overall 
package. There are no set maximum levels.

Benefits may include the provision of private medical insurance, ill-health protection and/or life 
insurance and a cash-for- car-allowance.

In addition, the Company may provide assistance in connection with the relocation of an Executive 
Director and, in the event of an international transfer, may provide tax equalisation arrangements.

Executive Directors may also participate in any all-employee incentive plan operated by the 
Company from time to time, up to the same limit for participation as applies for other employees.

VARIABLE REMUNERATION
Purpose and link to strategy Operation and opportunity Performance

Annual bonus, Cash bonus and deferral into shares under the rules of the Deferred Bonus Plan 

Annual bonus 
incentivises key 
individuals to 
achieve the 
objectives of the 
annual business 
plan.

The deferred 
element ensures 
that the final value of 
the annual incentive 
is linked to the 
longer-term value of 
the Group.

Annual bonuses will be determined by 
reference to performance, measured over one 
financial year.

The maximum annual bonus that may be 
awarded to any executive director will be 150% 
of salary.

Any bonuses awarded will be subject to a 
mandatory deferral which is normally 50% of 
any bonus earned where the maximum bonus 
opportunity is 150% of salary and 40% of any 
bonus earned where the maximum bonus 
opportunity is below 150% of salary.

Deferred bonuses will be transferred into 
shares, to be held for a three year retention 
period, under the terms of the Deferred Bonus 
Plan.

Deferral may operate so that shares will be held 
beneficially by the Executive Director during 
this period, in which case dividends will be 
payable on shares during such period. The 
deferral may alternatively be achieved by the 
grant of a share award or nil cost option in lieu 
of the deferred portion of the bonus, in which 
case an additional payment in cash or shares 
may be made to reflect dividends that may have 
been earned during the period from grant to 
vesting.

The annual bonus including cash paid or 
deferred element of the bonus may be subject 
to malus or clawback. Details of malus and 
clawback terms are set out below.

The performance measures, weightings and 
targets for the annual bonus will be set by the 
Committee on an annual basis.

Performance measures will normally include 
tests of both business and individual 
performance.

The weighting for each objective will be 
determined annually by the Committee to 
reflect the strategic importance of each 
objective for the year ahead.

The Target level of performance will result in a 
payment of 50% of the maximum award. The 
Committee will determine the Target level of 
remuneration on a basis that it feels is 
stretching and challenging. Below Target, 
payment will increase between nil (below 
Threshold performance) and Target pay-out, on 
a straight- line basis. Above Target, payment 
will increase on a straight-line basis up to 100% 
for Maximum performance.

The Committee will have the discretion to 
reduce vesting levels if it determines the result 
of the performance targets does not accurately 
reflect the financial health of the Company.

All annual bonus payments and awards are 
made at the discretion of the Committee and 
the terms of the awards may be amended by 
the Committee at any time provided that they 
remain within the terms of this policy.
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Purpose and link to strategy Operation and opportunity Performance

Long Term Incentive Plan

To incentivise key 
individuals to 
achieve key long 
term objectives, in 
line with the Group’s 
long-term strategy.

To create alignment 
between executives 
and shareholders.

To retain key 
individuals.

Awards will be made annually, conditional on 
the achievement of three-year performance 
conditions. Any vested shares will be subject to 
an additional two-year holding period.

Award levels for any Director will be up to a 
maximum of 175% of salary. Awards may be 
made to other senior executives within the 
Group. Larger awards may be made in 
exceptional circumstances, but in no case to 
exceed 200% of salary.

Awards will normally be made in the form of nil 
cost options, exercisable between the third and 
the tenth anniversary of grant (subject to the 
additional two-year holding period), although 
awards may be made in other forms. An 
additional payment in cash or shares may be 
made to reflect dividends that may have been 
earned on the proportion of the award that 
vests during the period from grant to the end of 
the holding period.

Awards will be subject to malus and clawback 
provisions. The malus provisions give the 
Committee discretion to reduce the level of an 
award prior to vesting in the event of personal 
misconduct or if events have happened that 
caused the Committee to determine the grant 
level was not appropriate.

Details of malus and clawback terms are  
set out below.

The performance measures used, the weighting 
on each measure, the definition of the 
measures and the performance targets, will be 
determined by the Committee considering the 
balance of strategic priorities for the Company 
for the upcoming three-year performance 
period.

In addition, the Committee may consider setting 
an underpin condition which must be satisfied 
prior to vesting of an award.

No awards will vest for performance below 
Threshold, 25% of each element will vest for 
achieving Threshold performance, increasing 
on a straight-line basis to 100% for Maximum 
performance.

The Committee will be able to reduce vesting 
levels if it determines the result of the 
performance targets does not accurately reflect 
the financial health of the Company.

Following grant of an award, the Committee will 
have power to amend performance measures 
and targets if events happen that mean they 
are no longer a fair test of performance, but not 
so as to make the assessment of performance 
materially less onerous.

Shareholding requirements
Executive Directors will be required to attain a shareholding, over a five-year period, equivalent to 200% of 
salary. This requirement will apply for a two year period post termination of employment based on the lower 
of the in-post requirement and the Executive Director’s actual shareholding on termination of employment.

Malus & clawback
The Committee may, at any time within three years of a cash bonus payment, LTIP or deferred bonus award 
vesting, determine that malus and / or clawback shall apply if the Committee determines that:

– there was a material misstatement of the financial statements of the Company upon which the 
performance targets were assessed, or an erroneous calculation was made in assessing the extent 
to which performance targets were met;

– the award holder has contributed to serious reputational damage to the Company or one of its 
business units;

– the award holder’s conduct has amounted to serious misconduct, gross negligence, fraud, dishonesty, 
a breach of the Code of Business Conduct or material wrongdoing; or

– where corporate failure or failure in risk management has occurred.

Performance measure selection and target-setting
The measures used under the annual bonus and LTIP are selected annually to reflect the most important 
measures for the upcoming year and include both business and individual performance objectives. 
Performance targets are set taking into account the objectives for the business and the need to successfully 
progress the execution of the Group’s long term growth strategy. Targets are also established on the basis 
that they should be stretching within an acceptable degree of risk.

Illustrations of the application of remuneration policy (figures in £000)

Below 
Target

Target Maximum Below 
Target

Target Maximum

CEO

100% 42% 27%

27%

31%

34%

39%

27%£2,934k

£1,612k
£1,920k

£3,514k

£1,859k

£783k
£482k

£1,047k

100% 46%

29%
25%

30%

32%

38%

CFO

LTIP
Annual bonus
Fixed pay
LTIP with 50% share price growth0

£500

£1,000

£1,500

£2,000

£2,500

£3,000

£3,500

£4,000
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The above charts give an illustrative value of the remuneration package for each of the executive Directors 
in the upcoming year.

– Minimum is the base salary and pension contributions as of 1 January 2023 plus the value of benefits as 
disclosed in the FY 2022 single figure table

– On target is the aforementioned minimum plus an assumed 50% pay-out of the annual bonus opportunity 
and 50% vesting of LTIP awards to be made in FY 2023

– Maximum is the aforementioned minimum with an assumed 100% pay-out of the annual bonus opportunity 
and full vesting of LTIP awards to be made in FY 2023

– Maximum + share price assumption shows maximum plus a 50% share price appreciation on the shares 
subject to vested LTIP awards to be made in FY 2023

Legacy matters in respect of future Executive Directors
In the event that an executive of the Group is promoted to the Board, the Company retains discretion to 
honour any existing remuneration commitments. In particular, any long term awards, both cash and share 
awards, will continue to be capable of vesting on their existing terms. This would include awards previously 
granted under legacy Group incentive plans. This would also include any awards granted under the Long 
Term Incentive Plan or Deferred Bonus Plan prior to the individual being appointed as a Director (although it 
would be intended that any such awards would in any event comply with the Policy as set out above).

Recruitment Policy
When appointing an Executive Director, including a promotion to the Board of an executive from within the 
Group, the Committee will offer the recruit a remuneration package that it believes is appropriate, taking into 
account the skills and experience of the individual and the need to attract, retain and motivate individuals of 
the appropriate calibre. In determining the remuneration package that may be offered to a new Executive 
Director, the Committee may also take into account external and internal comparisons and relevant market 
factors, as well as any other factors which the Board determines to be relevant.

External appointment
In the cases of hiring or appointing a new Executive Director from outside the Company, the Committee may 
make use of all the existing components of remuneration, as follows:
Component Approach Maximum annual grant value

Base salary Salaries for new appointees will be determined by 
reference to the relative skills and experience of the 
individual, the market competitive level of pay in other 
companies and any other relevant external or internal 
comparisons.

Benefits New appointees will be eligible to receive benefits which 
may include (but are not limited to) the provision of private 
medical insurance, ill-health protection and/or life 
insurance and a cash- for-car-allowance, and, where 
appropriate, relocation, international transfer or tax 
equalisation arrangements.

Pension New appointees will receive pension contributions or cash 
alternative in lieu of any pension benefit.

Currently 12% of salary if UK based

Annual bonus The structure described in the policy table will apply to 
new appointees with the relevant maximum being pro-
rated to reflect the proportion of employment over the 
year. Targets for the personal element will be tailored to 
each Executive Director. The Committee retains discretion 
to set different targets for a new Executive Director in the 
year of appointment to the other Executive Director(s) 
targets depending on the timing of their appointment.

150% of salary

LTIP New appointees will be granted awards under the LTIP on 
the same terms as other Executive Director’s, as described 
in the policy table.

200% of salary in exceptional 
circumstances

For external appointment, the Committee may determine that there may be exceptional circumstances  
where it would be appropriate, in order to secure the right candidate, to compensate for lost awards incurred 
by an individual as a result of leaving their former employer. In the case of any long term incentive awards, 
save where such awards are close to vesting, any such award on appointment would normally be granted as 
a share based award, subject to such vesting and/or performance conditions as the Committee determines 
to be appropriate, either under a one-off arrangement or under the terms of the Long Term Incentive Plan. 
In determining the terms of any such awards, the Committee would take account of the vesting schedule  
and conditions attached to the forfeited awards, but also other factors that it determines to be relevant, 
including the need to suitably incentivise and retain the individual during the initial years of their 
applicable appointment.

10 1

STRATEGIC REPORT
CORPORATE GOVERNANCE

FINANCIAL STATEMENTS
OTHER INFO



Coats Group plc Annual Report and Accounts 2022

Remuneration policy report cont.

Internal promotion
In cases of appointing a new Executive Director by way of internal promotion, the Committee and Board will 
be consistent with the policy for external appointees detailed above.

Service contracts for Executive Directors
The Committee’s policy is for service contracts for Executive Directors to reflect the Committee’s 
understanding of best corporate practice for listed companies. However, in the event that an executive of the 
Group is promoted to the Board, the Committee may include terms in any new service contract which are 
consistent with that individual’s existing service contract and legacy arrangements.

Subject to this, the key elements of a service contract offered to a UK based Executive Director  
appointment are:

Notice period Contracts are rolling with an indefinite term. The notice period is no more than 12 months (in the 
case of notice being given by the Company or the Executive Director). 
An Executive Director may be placed on garden leave during some or all of the notice period.

Payment in lieu of 
notice (‘PILON’)

Save in circumstances justifying summary termination, employment may be terminated without 
notice by paying a PILON comprising basic salary and contractual benefits. Subject to any legacy 
terms, the Company will have discretion to pay on a phased basis, which will normally be subject to 
mitigation.

Pension The service contract may include entitlement to pension benefits, subject to the provisions and any 
limits set out in this Policy and the pension scheme rules or an annual allowance. The entitlement to 
pension benefits may continue during any notice period.

Benefits The service contract may include entitlement to other benefits, subject to the provisions and limits 
set out in this Policy. The entitlement to benefits may continue during any notice period.

Incentive plans The Executive Director will be eligible to be considered (at the Committee’s discretion) to participate 
in the annual bonus and long term incentive arrangements operated from time to time, subject to 
the provisions and limits set out in this Policy. The terms of such arrangements would apply in the 
event of a cessation of office or employment, as set out in the table below.

Service contracts offered to non-UK based, external appointments will generally be in line with the 
provisions set out above, subject to any local law requirements. All Executive Director letters of appointment 
are available for inspection at the Company’s registered office during normal hours of business, and will also 
be available at the Company’s AGM.

Executive Directors will be able to accept non-executive appointments outside the Company (as long as this 
does not lead to a conflict of interest) with the consent of the Board, as such appointments can enhance their 
experience and add value to the Company. Any fees received (excluding positions where the Executive 
Director is appointed as the Company’s representative) may be retained by the Executive Director.

Policy on payment for loss of office of Executive Directors
In the case of an executive of the Group who is promoted to the Board, the terms on cessation of office or 
employment would be governed by the terms of the individual’s existing employment agreement. In addition, 
the terms of any incentive awards made to the individual prior to being appointed as an Executive Director, 
and the terms of any pre-existing participation in a pension scheme, would govern the treatment of such 
arrangements.

The policy that applies to the appointment of any Executive Director is shown below. The remuneration 
package may include the components of remuneration described below in the Executive Directors’ 
Remuneration Policy table subject to the relevant limits as set out in the following tables.

Notice periods, salary and contractual rights
The notice periods and contractual rights on termination that would be included in a service contract offered 
to an external recruit are set out above. In addition, the Executive Director would be entitled to accrued but 
untaken holiday.

In respect of any awards made to an Executive Director under any all-employee share plan, the same leaver 
conditions will apply as apply in respect of employees generally.

Discretions
In considering the exercise of its discretions under the incentive arrangements, as referred to above, or 
otherwise in connection with the cessation of office or employment of an Executive Director, the Committee 
will take into account all relevant circumstances, having regard to their duties as Directors.

In doing so, factors that the Committee may take into account shall include, but not be limited to, considering 
the best interests of the Company, whether the Executive Director has presided over an orderly handover, 
the contribution of the Executive Director to the success of the Company during their tenure, the need to 
ensure continuity, the need to compromise any claims that the Executive Director may have, whether the 
Executive Director received a PILON and whether, had the Executive Director served out their notice, 
a greater proportion of the outstanding award may have vested.

Other
The Company may enter into new contractual and financial arrangements with a departing Executive 
Director in connection with the cessation of office or employment, including (but not limited to) in respect of 
settlement of claims, confidentiality, restrictive covenants and/or consultancy arrangements, where the 
Committee determines it necessary or appropriate to do so. Appropriate disclosure of any such arrangement 
would be made.

10 2

STRATEGIC REPORT
CORPORATE GOVERNANCE

FINANCIAL STATEMENTS
OTHER INFO



Coats Group plc Annual Report and Accounts 2022

Remuneration policy report cont.

Corporate actions
On a corporate action affecting the Company, the rules of the Long Term Incentive Plan and Deferred Bonus 
Plan will apply. In summary, on a change of control awards will vest, subject to the performance conditions 
and, unless the Committee determines otherwise, time pro-rating.

Deferred shares awarded under the terms of the Deferred Bonus Plan, which represent deferrals of 
previously earned bonus, will vest in full. Under the Long Term Incentive Plan and Deferred Bonus Plan, the 
Committee may determine that a demerger or similar event shall constitute a corporate action.

On a variation of share capital or similar event, the Committee may make such adjustment to awards under 
the Long Term Incentive Plan and the Deferred Bonus Plan as the Committee considers appropriate.
Incentive plans Good leavers Other leavers

Annual bonus The Company does not consider it appropriate 
to set defined ‘good leaver’ and ‘bad leaver’ 
conditions in respect of the annual bonus 
arrangements. Instead, where an Executive 
Director has ceased to hold office or 
employment with the Group, or is under notice, 
other than due to personal misconduct, the 
Committee will determine whether or not the 
individual will be eligible to receive any annual 
bonus.

If the Committee determines that a departing 
Executive Director is eligible to receive a bonus, 
the amount of the bonus will be assessed by 
reference to the performance targets set for that 
financial year.

The deferral requirement in respect of any bonus 
awarded will continue to apply if the Committee 
so determines.

The amount of any bonus will be pro-rated for 
time, provided that the Committee has discretion 
to waive time pro-rating.

Where the reason for cessation of office or 
employment is personal misconduct no bonus 
will be payable. 

In other cases, unless the Committee determines 
that the departing Executive Director is eligible 
to receive a bonus, no bonus will be payable.

Incentive plans Good leavers Other leavers

Long Term 
Incentive Plan

A departing Executive Director will be a ‘good 
leaver’ on ceasing employment due to 
retirement, injury, disability, ill-health, death, 
redundancy or the sale of a business or 
subsidiary out of the Group.

Awards held by ‘good leavers’ will normally vest 
on the normal vesting date (i.e. the third 
anniversary of grant) to the extent that the 
performance conditions are met, and be pro-
rated for time.

Any awards that the Committee determines to 
have vested will ordinarily be subject to the 
additional two- year holding period, unless the 
Committee determines in its discretion to 
accelerate vesting to the date of cessation. The 
Committee also will have discretion to waive the 
time pro-rating requirement.

Unvested awards will lapse in full where the 
cessation of office or employment is on grounds 
of personal misconduct.

In other cases, the Committee will have 
discretion to determine that unvested awards will 
vest (in which case the terms applicable to ‘good 
leavers’ will apply). Unless this discretion is 
exercised, no bonus will be payable.

Deferred Bonus 
Plan

Unvested deferred shares (which represent 
deferrals of earned bonus) will vest in full on the 
normal vesting date (i.e. the third anniversary of 
grant), provided that the Committee will have 
discretion to accelerate vesting to the date of 
cessation.

Where the reason for cessation of office or 
employment is personal misconduct unvested 
awards lapse in full.

Non-Executive Directors
The Chair and Non-Executive Directors receive an annual fee (paid in monthly instalments). Non-Executive 
Directors (excluding the Chair) may also receive an additional fee in respect of travel if over five hours of 
one-way flight time is required to attend a Board meeting, up to an annual cap. The fee for the Chair is set by 
the Remuneration Committee and the fees for the Non-Executive Directors are approved by the Board, on 
the recommendation of the Chair. In determining the appropriate level of fees the Committee and the Chair 
consider advice from external sources and data on the fee levels in other similar companies. No individual is 
present when his or her own level of remuneration is discussed.
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For Non-Executive Directors, the remuneration arrangements will be in line with those set out in the relevant 
Section below.

Non-Executive Directors’ Remuneration Policy table
Element Purpose and link to strategy Operation

Fees To attract and retain a high-calibre Chair and 
Non-Executive Directors by offering market 
competitive fee levels.

The Chair is paid an all-inclusive fee for all Board 
responsibilities. The other Non-Executive 
Directors receive a basic Board fee, with 
supplementary fees payable for additional Board 
responsibilities and travel (if appropriate). The fee 
levels are reviewed on a periodic basis and may 
be increased taking into account factors such as 
the time commitment of the role and market levels 
in companies of comparable size and complexity.

Additional payments may be made above the 
basic Board fee if duties significantly exceed 
expectations.

Supplementary 
fees

Supplementary fees may be payable to the Senior 
Independent Director, Chair of the Audit and Risk 
Committee, and Chair of the Remuneration 
Committee and the Director responsible for 
employee engagement.

Travel fees The Board benefits from the diverse global 
business experience of its Non-Executive 
Directors, some of whom do not reside in the 
UK. However, the increasingly global nature of 
our business means that our Non-Executive 
Directors are required to travel, with recent 
meetings held in Brazil, China, Mexico, Sri 
Lanka, the USA and Vietnam. The Board wishes 
to recognise the additional time commitment 
required for Non- Executive Directors 
(excluding Chair) in travelling to Board 
meetings.

An additional fee may be payable to any 
Non-Executive Director (excluding the Chair) 
who is required to travel for more than a specified 
length of time to attend a Board meeting. 
The maximum total fees for travel will be subject 
to an annual cap.

For 2023, a travel fee will be payable for any 
journey longer than 5 hours of one-way flight time 
and the maximum fee will be capped at the 
equivalent of 5 trips. The length of journey and 
maximum cap will be reviewed annually to ensure 
their continued relevance and appropriateness.

No benefits or other remuneration will be provided to Non-Executive Directors. However in some cases reimbursement of business travel, entertaining and 
accommodation expenses claimed in accordance with the UK expenses policy may be deemed taxable benefits under UK tax rules. The Company pays the 
resulting tax liability. In addition, professional fees may be paid to assist a non-UK tax resident Director submit appropriate UK income tax returns; the cost of these 
fees may be regarded as a taxable benefit

In determining the level of fees for a new Non-Executive Director, the Committee will take into account all 
factors it determines to be relevant, including the skills and experience of the individual and the need to 
attract Non-Executive Directors of the appropriate calibre. The Committee will also take into account the 
level of fees offered by equivalent companies.

Under their respective Non-Executive Director appointment letters, all of the Non-Executive Directors are 
entitled to receive an annual fee. None of the appointment letters contains a set term of office. None of the 
appointment letters contains a notice period. There are no provisions in the Non-Executive Directors’ letters 
of appointment that would give rise to any compensation payments for loss of office.

Removal of the Non-Executive Directors would be governed by the Articles of Association of the Company. 
All Non-Executive Director letters of appointment are available for inspection at the Company’s registered 
office during normal hours of business, and will also be available at the Company’s AGM.

Development of this policy

Statement of consideration of employment conditions elsewhere in the Company
Prior to setting the Remuneration Policy the Committee the Committee does consider the pay structures 
elsewhere in the Group. The approach to benchmarking identifies similar comparator companies in each 
local market that the Company wishes to recruit from; the same underlying principles of fairness, 
transparency and market competitiveness are applied to executive appointments and to local remuneration 
arrangements. Benefit provision follows the same principles of being security minded and in line with local 
market practice with an objective of promoting mental and physical well-being. There is a greater level of “at 
risk” remuneration for more senior roles reflecting the extent to which pay is conditional on company 
performance. The Committee annually reviews the details, market competitiveness and quantum of the 
remuneration policies in each of the Company’s major markets and compares that, where applicable, to 
senior leadership roles based in that location. This consideration is also extended to the implementation of 
the Company’s Living Wage policy, which is reviewed annually to ensure it is relevant to all our employees 
and corrective actions are identified to increase compensation where this is required. Committee takes into 
account the impact on and comparison with pay arrangements throughout the Company. The Committee 
does not directly consult with employees when determining remuneration policy.

The structure of remuneration for Coats’ senior management team is consistent with that for the Executive 
Directors. Senior executives participate in annual bonus and long-term incentive arrangements based on 
performance measures that are aligned to the measures applicable to Executive Directors.

Statement of consideration of shareholder views
The Committee remains committed to shareholder dialogue and takes an active interest in voting outcomes. 
The Committee sought the views of our major shareholders before submitting this Policy for shareholder 
approval at the 2023 AGM.

The Committee may, without seeking shareholder approval, make minor changes to this Policy that do not 
have a material advantage to Directors.

A copy of the Remuneration Policy will be made available at www.coats.com/governance
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