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The BlueScope Board understands and acknowledges the issues raised by shareholders in relation to 

executive remuneration.  Over the past year we have made significant changes to the Company’s 

remuneration structure to better reflect company performance taking into account the industry 

challenges confronting BlueScope.  

The Board also believes it is in the Company interest that our executive remuneration policy assists to 

retain the Managing Director & Chief Executive Officer and the Key Management Personnel Executives 

because they are best placed to lead the Company through its transformation program. 

To achieve a good, balanced outcome, the Board conducted a comprehensive review of the 

Company’s executive remuneration policies.  My fellow director Ms Penny Bingham-Hall and I met with 

over twenty of the Company’s larger shareholders, corporate governance advisory bodies and the 

Australian Shareholders’ Association to obtain feedback on the issue.   

We found those discussions very valuable and key suggestions have been incorporated in our 

approach.  

The Board believes management has performed well in difficult business conditions. Some individual 

businesses within the Company have delivered good financial results and there has been significant 

progress in restructuring the total organisation.  However, the Company overall has not made a profit 

and has not resumed paying dividends. These factors have been considered in determining executive 

remuneration. 

The Board considers it particularly important, given the transformation program underway, to ensure 

our remuneration system supports the delivery of outstanding quantified results designed to return the 

Company to profitability. 

The remuneration structure we have adopted has significantly reduced the cash component of 

executive remuneration and increased the deferred equity component of incentives.  In aggregate, cash 

STI for the MD & CEO and all KMP Executives totalled just under $1 million compared to over $3 

million in FY 2011.   

We believe this new structure will allow us to both retain and recognise executives for their 

achievements, while at the same time reinforcing the alignment between future shareholder value and 

executive reward.   

I will now highlight some of the key remuneration decisions made during the year. 

With respect to the MD& CEO, the Board, with the full support of Mr O’Malley has significantly reduced 

his total remuneration package for FY2012. No salary increase, no LTI and no STI awards have 

resulted in a 52% year on year reduction in Mr O’Malley’s remuneration.  



Furthermore, the Managing Director & CEO’s base pay will be frozen again during FY2013.  

In regards to Key Management Personnel/Executives, the restructure of the organisation from 6 into 4 

divisions reduced the number of KMP Executives and the total cost of fixed remuneration.  Some 

individuals received salary increases reflecting their increased responsibilities as a result of this 

organisation change. 

In addition, the structure of KMP remuneration has changed significantly.  With full executive support, 

the Board implemented the following measures for FY2012 and FY2013.  

• Withholding at least 50% of total STI awards for KMP Executives as deferred equity with a one year 

trading lock; 

• Tightening LTI award conditions by: 

- Eliminating retesting; 

- Imposing a two year trading lock on awards made in FY 2013 after they have vested; and 

- Reducing payment at the 51st percentile of TSR to 40%; 

As a result of these changes, approximately 43% of KMP total remuneration will be paid in deferred 

equity. 

We have also heard that shareholders want more disclosure on remuneration decisions in particular 

STI awards. This year we changed the format of our Remuneration Report to provide more detailed 

commentary on the key decisions made by the Board including the basis on which STI awards were 

made.   

I hope you found the new Remuneration Summary included in the Directors’ Report helpful and a copy 

of the Summary was also included with the notice for today’s meeting in response to requests from 

shareholders at last year’s AGM. 

Summary 

The Board has considered in detail the complex issues relating to executive remuneration in a business 

undergoing major structural change.   

The Board believes that at this stage in our transformation process the measures we have taken 

appropriately balance the need for incentive, retention, shareholder alignment and executive 

accountability.  

It is expected that once the Company has returned to profitability, there will be further adjustments to 

the remuneration system 

We ask shareholders to understand and respect the approach the Board has taken to remuneration, 

and look forward to a positive vote in favour of the Remuneration Report. 

Thank you 


