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Board responsibilities
The Board meets at least 11 times a year 
and annually devotes two days, with senior 
executives, to performance and longer-term 
planning, giving consideration both to the 
opportunities and risk of future strategy.

The responsibility of the Board is to direct the 
business of the Society, in particular:

•	 �Ensuring that the Society’s affairs are 
conducted and managed in accordance 
with its purpose and objects as set out in 
its Rules, and in accordance with the best 
interests of the Society and its individual 
and corporate members

•	 �Determining the vision and strategy of the 
Society in consultation with the Group Chief 
Executive and the Executive

•	 �Overseeing the Group Chief Executive 
and the Executive in the day-to-day 
management of the business of the Society.

In addition, the Board is responsible for setting 
strategic aims, monitoring performance against 
key financial and non-financial indicators, 
overseeing the system of risk management, 
and setting standards in governance matters. 
The Board also receives regular reports from 
the boards of its key subsidiaries, including 
those of its financial services businesses.

All directors have access to the services of a 
professionally qualified Group Secretary who 
is subject to appointment and dismissal by the 
Board. The Group provides insurance cover and 
indemnities for its directors and officers.

Board committees
The Board governs through clearly identified 
Board Committees to which powers are 
delegated. These are the Audit & Risk 
Committee, Remuneration & Appointments 
Committee, Values & Principles Committee 
and Chair’s Committee. In addition, throughout 
the year, there has been a Constitutional 
Review Committee whose remit is to 
implement the recommendations of the 
Review. This Committee will be disbanded 
later in 2009, once all the recommendations 
are implemented. Each Committee is properly 
authorised under the constitution of the Society 
to take decisions and act on behalf of the 
Board within the guidelines and delegations 
laid down by the Board. The Board is kept fully 
informed of the work of these Committees. Any 
issues requiring resolution will be referred to 
the full Board. A summary of the operations of 
the principal committees is set out below and 
details of membership are included in the table 
on page 31.

The terms of reference and the size of all these 
Committees are being reviewed in 2009 as a 
result of the reduction in the size of the Board 
and the creation of the subsidiary boards.

Audit & Risk Committee
The Committee currently comprises 
11 members including the chair of the CFS 
Audit & Risk Committee and includes one 
member who possesses what the Smith Report 
describes as recent and relevant experience.

The description of the main role and 
responsibilities includes the extent of 
compliance with the principal recommendations 
of the Smith Report. The Audit & Risk 
Committee reviews and reports on internal 
controls in accordance with the Co-operativesUK 
Code of Best Practice and the Turnbull 
guidance, insofar as applicable to an Industrial 
and Provident Society.

Under its terms of reference, the Committee:

•	 �Monitors the integrity of the Society’s 
financial statements and any formal 
announcements relating to the Society’s 
performance, together with any significant 
financial reporting judgements contained 
in the financial statements

•	 �Monitors the effectiveness of the external 
audit process and makes recommendations 
to the Board, for it to put to the members 
in general meeting, in relation to the 
appointment, reappointment and 
remuneration of the external auditor and 
to approve the remuneration and terms 
of engagement of the external auditor

•	 �Reviews and monitors the external auditor’s 
independence and objectivity and the 
effectiveness of the audit process, taking 
into consideration relevant UK professional 
and regulatory requirements

•	 �Ensures that an appropriate relationship 
between the Society and the external auditor 
is maintained, including reviewing non-audit 
services and fees, taking into account 
relevant ethical guidance on the provision 
of non-audit services by the external audit 
firm and reports to the Board, identifying any 
matters in respect of which it considers that 
action or improvement is needed

•	 �Reviews annually the Society’s systems 
of internal controls and the processes for 
monitoring and evaluating the risks facing 
the Society

•	 �Reviews the effectiveness of the Internal 
Audit function and is responsible for 
approving, upon the recommendation of the 
Group Chief Executive, the appointment and 
termination of the head of that function

•	 �Annually reviews its terms of reference and 
recommends to the Board any changes 
required as a result of the review.
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The Committee meets with Executive 
management, as well as privately with the 
external auditor. The Chair also meets privately 
with the Head of Internal Audit.

Remuneration & Appointments Committee
The Committee currently comprises 12 
members and is chaired by the Group Chair.

The Committee’s role in respect of Executive 
management is to determine remuneration 
and employment policy, oversee contractual 
arrangements, review salaries, approve 
incentive schemes and any payments made 
under such schemes, and recommend 
appointments to the Board.

In respect of directors, the Committee 
makes recommendations to the Board on 
director remuneration, which in turn makes 
recommendations to members in a general 
meeting for a decision. The Committee also 
makes recommendations on the appointment 
of independent professional non-executive 
directors and appointments to Board 
committees. The Committee is supported by the 
CFS Remuneration & Appointments Committee 
in ensuring consistency, where appropriate, 
across the wider Group.

The Committee met five times during the year 
and its report can be found on pages 38 to 44.

Values & Principles Committee
The Committee comprises 17 members and is 
responsible for developing and monitoring the 
Society’s strategies on membership, community 
and corporate social responsibility within a 
co‑operative context.

Board training and development
Both The Co-operative Group and the former 
United Co-operatives had in place their own 
development initiatives for directors. The 
Constitutional Review was an opportunity to 
examine the development needs of directors 
and committees in the light of the new 
governance structures.

As a result of the Constitutional Review, a 
Member and Director Learning Development 
Manager was appointed at the end of 2008, to 
establish a new Board development framework, 
including individual director appraisals, 
induction and training, and committee training 
will be implemented during the course of 2009.

Membership involvement
Members of the Society exercise democratic 
control by becoming involved in the democratic 
structures themselves or by participating in 
elections.

The Society regularly communicates with active 
members using magazines, mailings and the 
web. Additionally, the Society encourages 
members to share their views and influence 
policies and standards through local area 
meetings, web chats and surveys.

Internal control
The Group Board has overall responsibility for 
the Society’s system of internal controls, which 
aims to safeguard the Society’s assets and 
to ensure that proper accounting records are 
maintained and that the financial information 
used within the business and for publication 
is accurate, reliable and fairly presents the 
financial position of the Society and the results 
of its business operations.

The Board is also responsible for reviewing the 
effectiveness of the system of internal controls. 
This has been in place for the year under 
review and is regularly reviewed by the Board. 
The system is designed to provide reasonable 
assurance of effective operations and 
compliance with laws and regulations, although 
any system of internal controls can only provide 
reasonable, not absolute, assurance against 
material mis-statement or loss, and can only 
mitigate rather than eliminate the risk of failure 
to achieve business objectives.

Since the publication in September 1999 of 
the Turnbull Report, ‘Internal Control: Guidance 
for Directors on the Combined Code by the 
Institute of Chartered Accountants in England 

and Wales’, the directors have continued 
to review the effectiveness of the Society 
of non-financial as well as financial controls, 
including operational controls, risk management 
and the Society’s high-level internal control 
arrangements.

The Society has adopted an internal control 
framework that contains the following key 
elements:

Control environment
The Society’s control environment is designed to 
create an attitude of taking acceptable business 
risk within clearly defined limits. The control 
environment includes:

•	 �An organisational structure with clear lines 
for responsibility, delegation of authority and 
reporting requirements

•	 �Co-ordinated activity across the whole 
Group through Executive meetings that 
include executives from Trading and 
Corporate

•	 �Clearly defined policies for capital and 
revenue expenditure. Larger capital and 
revenue expenditure requires Board 
authorisation

•	 �Comprehensive systems of financial 
reporting. The annual budget and long-term 
plans of the Society and of each Division 
are reviewed and approved by the Board. 
Results are reported against budget and 
previous year. The relevant Executives 
consider any significant changes and 
variances, and remedial action is taken 
where appropriate. Group tax, treasury 
and insurance activities are co-ordinated 
centrally

•	 �A Code of Business Conduct covering 
relations with customers, members, 
employees, suppliers, community and 
competitors. The Code provides procedures 
to allow any employee to report, in 
confidence, suspected serious malpractice

UK Combined Code on Corporate Governance continued
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•	 �Internal audit, compliance and operational 
functions that review the system of internal 
control, including a financial control self-
assessment process.

Risk management
The Group Board and Management Executive 
teams have the primary responsibility for 
identifying the key business risks facing 
the Society.

The Group operates a risk management 
process that identifies the key risks facing each 
business. Each business has a risk register 
that identifies the likelihood and impact of 
those risks occurring and the actions being 
taken to manage them. Risk assessments are 
updated on a quarterly basis and reported to 
the appropriate Risk Management Committee 
and Audit & Risk Committee. The information is 
consolidated for the Group Risk Management 
Committee, which provides reports, four times 
a year, to the Group Audit & Risk Committee 
on how the key risks are being managed.

The Group’s Risk Management Committee 
has responsibility for establishing a coherent 
framework for the Group to manage risks. 
The objective of the Committee is to assist 
the Board in carrying out its responsibility to 
ensure effective risk management and a system 
of control. The specific responsibilities of the 
Committee are currently as follows:

•	 �Defining and maintaining the policy, 
methodology and standards for risk 
management

•	 �Identification of significant risks affecting the 
Group as a whole, communicating these to 
the businesses and corporate departments 
to ensure progress and action plans to 
address the identified risk

•	 �Oversight of the business risk management 
committees, including ensuring that 
progress is made on action plans reported

•	 �Ensuring the systems of risk management 
are operating throughout the year

•	 �Providing regular reports to the Board and 
Audit & Risk Management Committee that 
explain the significance and likelihood of 
the risks and the necessary actions being 
taken by management to manage those 
risks.

Attendees at the Group Risk Management 
Committee meetings include the Chief 
Executive – Co-operative Trading (Chair), the 
Chief Financial Officer, the Group Secretary, the 
CFS Chief Financial Officer, the CFS Director 
of Capital Pricing & Risk, Director of Strategic 
Planning and Change (Secretary to Committee), 
the Pensions Finance and Risk Controller, the 
Head of Ethics, Social Goals and Sustainability 
and the Head of Internal Audit. The Committee 
met four times during 2008.

Control procedures
The Society’s control procedures are designed 
to ensure complete and accurate accounting for 
financial transactions and to limit the potential 
exposure to loss of assets or fraud.

Manuals are maintained in relation to the 
Society’s Rules, accounting policies and 
procedures, insurance, employees and Code 
of Business Conduct. These manuals are issued 
to appropriate management who are trained in 
the procedures.

Information and communication
Communication takes place with all key 
stakeholders through a variety of media 
including the Group’s Sustainability Report. 
Employees receive and provide information on 
strategy and objectives through their reporting 
lines and a formal performance measurement 
process. Newsletters, magazines, bulletins, 
events and electronic media communicate 
other information.

Monitoring
The operation of the system of internal control 
is the responsibility of line management. It is 
subject to independent internal audit review 
and, where appropriate, by the Society’s 
external auditors and external regulators. 
The Group Audit & Risk Committee, on behalf 
of the Board, reviews the reports of the Society 
on internal control. Full details of the operation 
of the Committee can be found on pages 27 
and 28.

A key part of the process in assessing 
internal control by the Group Audit & Risk 
Committee is an annual ‘letter of assurance‘ 
process by which the Executive confirm they 
have assessed the effectiveness of their 
systems of internal financial and non-financial 
controls, their compliance with Society 
policies (including those relating to safety, 
health and the environment), local laws and 
regulations (including the industry’s regulatory 
requirements) and reporting any key control 
improvements required. The outcome of 
these letters is reported to the Group Audit & 
Risk Committee. The directors are then able 
to review the system of internal controls and 
believe it complies with the Turnbull Report 
guidance. The Committee considers that there 
have been no weaknesses that have resulted in 
any material losses or contingencies that have 
not been disclosed.
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External Audit
One of the duties of the Audit & Risk Committee 
is to make recommendations to the Board 
in relation to the appointment of the external 
auditors. A tender for the external audit of the 
Society was undertaken in 2003 at which KPMG 
Audit Plc was successful. The Group Audit & 
Risk Committee considered whether a further 
tender is necessary at its meeting in September 
2008. The Committee deferred further 
consideration of a tender until 2010 due to the 
current high level of continuing change within 
the Group businesses.

Details of the amounts paid to the external 
auditors during the year for audit and other 
services are set out in the notes to the financial 
statements in Note 3.

The Committee has put in place safeguards 
to ensure that the independence of the audit 
is not compromised, including a policy on the 
conduct of non-audit services from the external 
auditor. The external auditors are permitted 
to provide some non-audit services that are 
not, and are not perceived to be, in conflict 
with their independence. At each meeting the 
Committee receives a report providing details of 
assignments and related fees carried out by the 
external auditors, in addition to their statutory 
audit work. The pre-approval of the Committee 
is required for services above certain thresholds 

determined by the Committee. In addition, the 
following assignments are prohibited from being 
performed by the external auditors:

•	 �Bookkeeping or other services related to the 
accounting records or financial statements

•	 �Financial information systems design and 
implementation

•	 Actuarial services

•	 Internal audit outsourcing services

•	 Management functions or human resources

•	 �Any other services that the Audit & Risk 
Committee may determine.

The performance of the external auditors is 
formally monitored annually to ensure it meets 
the needs of the Society and the results are 
reported to the Committee.

Internal Audit
Internal Audit is an independent appraisal 
function that derives its authority from the Board 
through the Group Audit & Risk Committee. 
Its primary role is to provide reasonable and 
objective assurance about the adequacy and 
effectiveness of the Society’s financial control 
framework and risk management.

Internal Audit seeks to discharge the 
responsibilities set down in its charter by 
reviewing the processes that ensure business 
risks are effectively managed; reviewing the 
financial and operational controls that help to 
ensure compliance with corporate objectives, 
policies and procedures and external legislation 
(other than those relating to safety, health 
and the environment and product regulatory 
compliance, which are the responsibility of 
other audit functions); and, on an ad hoc basis, 
reviewing that value for money is obtained.

Internal Audit also acts as a source of 
constructive advice and best practice, assisting 
senior management with its responsibility to 
improve the process by which business risks 
are identified and managed and to report 
and advise on the proper and effective use 
of resources.

Statement on going concern
After making all appropriate enquiries, the 
directors have reasonable expectation that the 
Society has adequate resources to continue in 
operational existence for the foreseeable future. 
For this reason, they continue to adopt the 
going concern basis in preparing the Society’s 
financial statements. More detail of the rationale 
for adopting the going concern basis is set 
out in the Accounting basis section of Note 1: 
Accounting Policies.

UK Combined Code on Corporate Governance continued
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Number of meetings Group Board Audit & Risk 
Committee

Remuneration & 
Appointments 

Committee

Values & 
Principles 

Committee

Constitutional
Review Board

Joyce Baruch 10 (11) 5 (5) ^

Graham Bennett  8 (11) 5 (7) 4 (5) 1 (5) 11 (13)

Duncan Bowdler 11 (11) 6 (7) 12 (13) ^

Allen Brett 10 (11) 7 (7) 5 (5) 4 *

Bob Burlton 11(11) 4 (5) 3 (5)

Simon Butler 10 (11) 5 (5) 5 (5) ^

Eric Calderwood  9 (11)

David Doyle 11 (11)

John Fitzgerald 10 (11) 1 *

Douglas Fletcher 10 (11) 7 (7)

Paul Flowers (1)  7 (8) 3 (3)

John George 11 (11) 7 (7) 4 (5) ^ 12 (13) ^

Patrick Grange 11 (11) 4 (5)

Mike Harling 10 (11)

Bill Hoult (2)  3 (3) 2 (2)

Bob Jamieson (3)  7 (9) 3 (5)

Frank Jones 11 (11) 5 (5) 5 (5) ^

John Macbeth 10 (11) 7 (7) 13 (13) ^

Ian Mason 11 (11) 5 (5) 9 (9) ^

Terry Morton 10 (11) 5 (7)

Bertie Murray 11 (11) 5 (5) ^

Russell Porteous 11 (11) 5 (5) ^ 11 (13) ^

David Pownall 11 (11) 5 (5) 13 (13) ^

Alban Rees 11 (11) 5 (5) 13 (13) ^

Brian Rees 11 (11) 6 (7)

Ben Reid  8 (11) 7 (7) 2 (5) 2 (5) 11 (13)

Richard Samson 10 (11)

Allan Smith 10 (11) 7 (7) 2 (5)

John Smith 11 (11)

Kathryn Smith 10 (11) 5 (5) 5 (5) 3 *

Robin Stewart 10 (11) 5 (5)

Jeanette Timmins  9 (11) 5 (5) ^ 12 (13) ^

Len Wardle 11 (11) 5 (5) 3 (5) ^ 13 (13) ^

Stephen Watts 10 (11) 4 (5) 5 (5) ^ 1 * ^

The number in brackets indicates the number of meetings a director was entitled to attend.
* as an alternate
^ �attended one joint meeting of the Values & Principles Committee & Constitutional Review 

Board

(1)	Paul Flowers was appointed on 5 April 2008
(2)	Bill Hoult resigned on 31 March 2008
(3)	Bob Jamieson resigned on 11 November 2008
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Board of Directors

Joyce Baruch (r)
Age 65. Occupation – Retired Teacher, Member 
of the United Regional Board. First elected to the 
Board in 2007.

Graham Bennett (c)
Age 58. Chair of The Co-operative Bank plc. 
Occupation – Group Head of Investment 
Property, Southern Co-operatives. First 
elected to the Board in 1984. Non-Executive 
Director of Co‑operative Financial Services 
Ltd, Co‑operative Insurance Society Limited 
and CIS General Insurance Limited. Vice-Chair 
of Unity Trust Bank Plc.

Duncan Bowdler (r)
Age 50. Occupation – Trade Liaison Manager. 
Member of the United Regional Board. First 
elected to the Board in 2007.

Allen Brett (r)
Age 62. Occupation – Self-employed Leisure 
Consultant and gym owner. Member of the 
United Regional Board. First elected to the 
Board in 2007.

Bob Burlton (c)
Age 60. Chair of Co-operative Financial Services 
Limited. Occupation – Strategic Projects 
Executive. First elected to the Board in 1992. 
Non‑Executive Director of The Co-operative 
Bank plc, Co-operative Insurance Society 
Limited and CIS General Insurance Limited.

Simon Butler (r)
Age 54. Chair of Co-operative Insurance 
Society Ltd and CIS General Insurance Ltd. 
Occupation – Photographer. Member of the 
Central & Eastern Regional Board. First elected 
to the Board in 1996. Non‑Executive Director 
of Co-operative Financial Services Limited and 
The Co-operative Bank plc.

Eric Calderwood (r)
Age 56. Occupation – University Lecturer 
and Retail Consultant. Member of the Scottish 
Board. First elected to the Board in 2006.

David Doyle (r)
Age 66. Occupation – Self-employed Book 
Publisher and IT Consultant. Member of the 
South West Regional Board. First elected to 
the Board in 2006.

John Fitzgerald (c)
Age 56. Occupation – Chief Executive, Midlands 
Co-operative Society. First Elected to the Board 
in 2005.

Douglas Fletcher (c)
Age 54. Deputy Chair of The Co-operative 
Group. Occupation – Chief Executive, Plymouth 
and South West Co‑operative Society. First 
elected to the Board in 1998.

(c) = Corporate representative
(r) = Regional representative
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Paul Flowers (r)
Age 59. Occupation – Methodist Superintendent 
Minister and Bradford City Councillor. Member 
of the United Regional Board. First elected 
to the Board in 2008.

John George (r)
Age 56. Occupation – Retired Civil Engineer 
and Local Councillor. Member of the Northern 
Regional Board. First elected to the Board in 
2000.

Patrick Grange (r)
Age 66. Deputy Chair of The Co-operative 
Group. Occupation – Farmer and Business 
Consultant. Member of the United Regional 
Board. First elected to the Board in 2007.

Mike Harling (r)
Age 47. Occupation – Carer. Member of the 
South East Regional Board. First elected to 
the Board in 1998.

Frank Jones (r)
Age 64. Occupation – Retired Design Engineer. 
Member of the South West Regional Board. 
First elected to the Board in 2004.

John Macbeth (r)
Age 61. Occupation – Retired Co-operative 
Official. Member of the United Regional Board. 
First elected to the Board in 2007.

Ian Mason (r)
Age 66. Occupation – Retired Head Teacher. 
Member of the United Regional Board. First 
elected to the Board in 2007.

Terry Morton (r)
Age 63. Occupation – Managing Secretary, 
Durham Alliance for Community Care. Member 
of the North Eastern & Cumbrian Regional 
Board. First elected to the Board in 1997. 
Non‑Executive Director of Co-operative 
Financial Services Limited, The Co-operative 
Bank plc, Co-operative Insurance Society 
Limited and CIS General Insurance Limited.

Bertie Murray (r)
Age 51. Occupation – Diesel Fitter and 
Part-time Supervisor. Member of the Northern 
Ireland Regional Board. First elected to the 
Board in 2004.

Russell Porteous (r)
Age 60. Occupation – Certified Accountant. 
Member of the North Eastern & Cumbrian 
Regional Board. First elected to the Board 
in 2003.

David Pownall (r)
Age 51. Occupation – Plastering Contractor. 
Member of the United Regional Board. First 
elected to the Board in 2007.

Alban Rees (r)
Age 68. Occupation – Retired Head Teacher. 
Member of the Wales & Borders Regional Board. 
First elected to the Board in 2000.
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Brian Rees (r)
Age 65. Occupation – Business Management 
Consultant. Member of the Wales & Borders 
Regional Board. First elected to the Board 
in 2001.

Ben Reid (c)
Age 54. Occupation – Chief Executive, 
The Midcounties Co-operative. First elected 
to the Board in 2000.

Richard Samson (c)
Age 56. Occupation – Chief Executive, 
East of England Co-operative Society. 
First elected to the Board in 2005.

Allan Smith (c)
Age 61. Occupation – Head of Major 
Developments, The Channel Islands’ 
Co‑operative. First elected to the Board  
in 2003.

John Smith (r)
Age 54. Occupation – Credit Union Manager. 
Member of the Northern Regional Board. 
First elected to the Board in 2000.

Kathryn Smith (r)
Age 49. Occupation – Public Relations 
Consultant. Member of the South East 
Regional Board. First elected to the Board in 
1997. Non‑Executive Director of Co-operative 
Financial Services Limited, The Co-operative 
Bank plc, Co operative Insurance Society 
Limited and CIS General Insurance Limited.

Robin Stewart (r)
Age 59. Occupation – Retired Deputy Head 
Teacher. Member of the Scottish Board. 
First elected to the Board in 1989.

Jeanette Timmins (r)
Age 63. Occupation – Associate Trainer. 
Member of the Scottish Board. First elected 
to the Board in 2004.

Len Wardle (r)
Age 64. Chair of The Co-operative Group. 
Occupation – University Fellow. Member of 
the South East Regional Board. First elected 
to the Board in 1992. Non-Executive Director 
of Co-operative Financial Services Ltd, The 
Co‑operative Bank plc, Co-operative Insurance 
Society Limited and CIS General Insurance 
Limited.

Stephen Watts (r)
Age 57. Deputy Chair of The Co-operative 
Group. Occupation – Business Studies 
Lecturer. Member of the Central & Eastern 
Regional Board. First elected to the Board in 
2000. Non‑Executive Director of Co-operative 
Financial Services Limited, The Co-operative 
Bank plc, Co-operative Insurance Society 
Limited and CIS General Insurance Limited.

Board of Directors continued
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Report of the Board of Directors

The Directors submit their Report, Business 
Review and audited financial statements for 
the year ended 10 January 2009.

Business review
A full business review of the development and 
performance of the Society and its operating 
subsidiaries during the financial year, and any 
significant events since the year-end, are set 
out on pages 5 to 19 of this report. This review 
also sets out the key financial and non-financial 
performance indicators on pages 20 to 22. In 
addition, the principal risks and uncertainties 
facing the Society are set out on pages 24 to 
25. Note 52 of the financial statements provides 
details of the Society’s principal subsidiaries 
and the nature of each organisation’s business.

Significant events since the year-end
During 2008, the Group made a successful 
bid for the Somerfield business and following 
completion of this acquisition, will operate more 
than 3,000 grocery stores and generate net 
food sales of around £7bn, making it the fifth 
largest food retailer in the UK. This transaction 
was formally completed on 27 February 2009.

The Board, together with the CFS Board, 
agreed to the merger with the Britannia Building 
Society. This will result in the latter’s business 
transferring to The Co-operative Bank Plc and 
its members being offered membership in The 
Co-operative Group. The merger is subject to 
a vote by Britannia’s members.

Principal activities
The major activities of The Co-operative Group 
include food retailing, funerals, travel agents, 
pharmacies, legal services and farming. It is the 
parent organisation of Co‑operative Financial 
Services, whose operating subsidiaries – The 
Co‑operative Bank Plc, Co-operative Insurance 
Society Limited and CIS General Insurance 
Limited – provide an extensive range of banking 
and insurance products.

Changes to the Board
The names of the current members of the 
Board, their biographies and details of length 
of service are set out on pages 32 to 34.

Under the Rules of the Society, a third of 
directors are subject to re-election each year; 
however, as a result of the Constitutional 
Review, the election process during 2008 was 
suspended and all directors therefore served 
continuously throughout the year.

During the year, Bill Hoult, a Director of the 
Society and Director of the former United 
Co‑operative Society, stepped down from the 
Board on 31 March 2008 and Paul Flowers took 
his place as a Director of the Society with effect 
from 5 April 2008.

In addition, following the transfer of 
engagements of Lothian Borders & Angus 
Co‑operative Society, Bob Jamieson stepped 
down as a Director of The Co-operative Group 
with effect from 11 November 2008.

Results and distributions
The profit before taxation was £115.9m 
(2007: £150.6m).

A more detailed review of the business is 
contained in the business review on pages 
5 to 19.

The directors recommended the following 
distributions in respect of 2008 profits: a 
payment of £19.6m to corporate members 
at the rate of 1.255p per £100 of qualifying 
purchases from the Society during the year 
to 10 January 2009; individual payments of 
£43.3m; community distributions of £10.0m; 
and employee distributions of £24.1m based on 
employee membership of the Society. This was 
in addition to the interim dividend of £7m, which 
was approved at the Half-Year General Meeting 
in October 2008.

Directors and their interests
Due to the nature of the Society, directors 
are elected through the democratic process 
by both individual and corporate members. 
Directors elected by individual members hold 
shares directly in the Society, whilst those 
directors elected by the corporate members 
have an interest in the Society by virtue of their 
respective corporate members’ shareholdings. 
It is not considered appropriate to detail the 
interests of each director in this report as they 
are not material. As a key role of the Society 
is to provide a federal service to its corporate 
members, material transactions are conducted 
with these members, some of whom are 
represented on the Board. Other than this, 
no director had a material interest at any time 
during the year in any contract of significance, 
with the Society or any of its subsidiary 
undertakings.

Directors’ and Officers’ Indemnity 
Insurance
The Society maintains appropriate directors’ 
and officers’ liability insurance cover in respect 
of legal action against its directors. The 
arrangements for this were reviewed during 
the year.

Employees
The Society and its subsidiary undertakings 
employed 82,359 persons at 10 January 
2009 (2007: 81,385) and their aggregate 
remuneration for the year was £1,313.5m 
(2007: £1,246.4m).

Provision of information and consultation 
with, and involvement of, employees
The Society has a long-established policy to 
inform and consult its employees and trade 
union representatives about business issues 
and matters that affect them at work. Over time, 
a flexible framework has been constructed 
through which information is shared with, and 
opinions sought from, employees and trade 
union representatives. Internal communications 
are designed to ensure that employees are well 
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informed about the business; these include a 
staff magazine called Us and a management 
magazine, mag:ma.

Developing and engaging people
The Society recognises that competitive 
advantage comes from putting employees 
at the heart of the business strategy. The 
Society’s clear commitment to employees is 
demonstrated through our strong focus on 
engagement, building organisational capability 
and nurturing and developing talent now and 
for the future. The Society continues to enhance 
current practices and develop innovative new 
solutions in support of this.

Managing and rewarding performance
The Society recognises that one of the keys to 
success is objective and effective performance 
management. Good performance is not solely 
about what is achieved but also about how it 
is achieved.

Diversity
The Society aims to employ people who 
reflect the diverse nature of society, and seeks 
to provide easy access to goods, services 
and facilities for customers, employees and 
members. The Society is a member of the 
Employers’ Forum on Age; the Employers’ 
Forum on Disability; the Employers’ Forum on 
Belief; Opportunity Now for gender equality; 
Race for Opportunity; and Stonewall for sexual 
orientation.

The Society is currently positioned at gold status 
in the external Opportunity Now benchmark for 
gender equality and gold status in the Race for 
Opportunity (RfO) benchmark; is a Stonewall 
champion to demonstrate commitment to 
colleagues who are gay, lesbian and bisexual; 
and is an Age Positive Employer Champion and 
has removed the retirement age as part of its 
commitment to removing age discrimination.

Individuals with disabilities
The Society has included, within its Diversity 
Policy, provisions to consider employment 
applications from people with disabilities and to 
match vacancies with an individual’s particular 
aptitudes and abilities.

Supporting customers with disabilities
The programme to ensure that the Society was 
compliant for the introduction of the Disability 
Discrimination Act Part III in providing goods 
and services to customers was satisfactorily 
completed. A review is now underway to ensure 
that compliance is being maintained at the 
right level.

Corporate responsibility  
and the environment
The sustainable development section can 
be found on pages 10 to 11 for the Trading 
Group and pages 14 to 15 for CFS. In addition, 
the Society’s Sustainability Report, which will 
be published towards the latter half of the 
2009 financial year, describes how the Society 
manages its social, ethical and environmental 
impact.

Political and charitable donations
In 2008 an annual subscription of £476,000 
(2007: £646,103) was made to the 
Co‑operative Party (the 2007 payment included 
£546,377 from The Co-operative Group and 
a further £99,726 made directly by United 
Co-operatives prior to the amalgamation). 
These donations have been reported by the 
Co-operative Party to the Electoral Commission 
in accordance with its reporting obligations as 
a registered political party under the Political 
Parties, Elections and Referendums Act 2000. 
An in-kind donation of £6,000 (2007: £1,250) 
was also made by the Society to the Party, 
reflecting office space and use of telephone. 
In addition, over £170,000 was paid in grants 
to Co-operative Party Councils. Furthermore, 
expenditure amounting to just over £12,000 

was made to support various Labour Party 
activities at local, regional and national 
levels (such as Labour’s Women’s Dinner 
in November 2008).

At the Group’s Half Yearly General Meeting, a 
resolution was approved to agree expenditure 
up to a fixed amount on proposed membership 
activity and co-operative subscriptions 
(including political subscriptions), which is 
funded by distributions. 

Like many other businesses of a comparable 
size, the Group undertakes an annual 
programme of activity designed to showcase 
its corporate credentials to a wide audience 
of political opinion formers. This work is led by 
the in-house Public Affairs team and the most 
significant financial element of this activity is the 
Group’s presence at party political conferences. 
In 2008, the Group was represented at the 
conferences of The Co‑operative Party, Liberal 
Democrats, Labour Party and the Conservative 
Party and the Scottish National Party.

Market value of land and buildings
Freehold and leasehold land and buildings held 
by the Society (excluding investment properties) 
are held on the balance sheet at historic cost 
and have not been revalued. Based on the 
valuations carried out by our internal property 
valuers, their market value is £1,690.8m, which 
is £557.0m higher than historic cost.

Supplier payment policy and practice
The Society does not impose standard payment 
terms on its suppliers but agrees terms 
separately with each of them. Every effort is 
made to pay suppliers in accordance with the 
terms that have been agreed. At 10 January 
2009, trade creditors expressed as number of 
days outstanding was 38 days (2007: 36 days) 
for the Society.

Report of the Board of Directors continued
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Statement of directors’ responsibilities 
in respect of the directors’ report and 
the financial statements
The directors are responsible for preparing 
the directors’ report and the Society financial 
statements in accordance with applicable law 
and regulations. Industrial and Provident Society 
law requires the directors to prepare financial 
statements for each financial year. Under that 
law they have elected to prepare the financial 
statements in accordance with IFRS as adopted 
by the EU.

The Society financial statements are required 
by law to present fairly the financial position 
and the performance of the Society. In preparing 
these financial statements, the directors are 
required to:

•	 �Select suitable accounting policies and then 
apply them consistently

•	 �Make judgements and estimates that are 
reasonable and prudent

•	 �State whether they have been prepared in 
accordance with IFRS as adopted by the EU

•	 �Prepare the financial statements on 
the going concern basis unless it is 
inappropriate to presume that the 
Society will continue in business.

The directors are responsible for keeping 
proper accounting records that disclose with 
reasonable accuracy, at any time, the financial 
position and the performance of the Society 
and enable them to ensure that its financial 
statements comply with the Industrial and 
Provident Societies Acts. They have general 
responsibility for taking such steps as are 
reasonably open to them to safeguard the 
assets of the Society and to prevent and detect 
fraud and other irregularities.

Under applicable law the directors are also 
responsible for preparing a directors’ report 
that complies with those Acts. The directors are 
responsible for the maintenance and integrity of 
the corporate and financial information included 
on the Society’s website. Legislation in the UK 
governing the preparation and dissemination of 
financial statements may differ from legislation 
in other jurisdictions.

Financial statements
So far as the directors are aware, there is 
no relevant information that has not been 
disclosed to the Society’s auditor, and the 
directors believe that all steps have been taken 
that ought to have been taken to make them 
aware of any relevant audit information and to 
establish that the Society’s auditor has been 
made aware of that information. A statement 
by the directors as to their responsibilities for 
preparing the financial statements is included 
in the statement of directors’ responsibilities set 
out above. The directors’ statement on going 
concern is included on page 30.

Auditor
In accordance with Section 4 (5) of the Friendly 
and Industrial and Provident Societies Act 
1968, a resolution for the reappointment of 
KPMG Audit Plc as auditor of the Society and a 
resolution to authorise the directors to fix their 
remuneration are to be proposed at the next 
Annual General Meeting.

By Order of the Board

Moira Lees
Group Secretary

22 April 2009
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Remuneration report

As a co-operative, the Society is required 
to produce its accounts in accordance with 
the Industrial and Provident Societies Act 
1965 to 2002, the Industrial and Provident 
Societies (Group Accounts) Regulations 1969 
and applicable accounting standards. In the 
interests of best governance practice, as 
a guideline for its disclosure in relation to 
remuneration, the Society uses the disclosure 
requirements applicable to listed companies, 
as set out in the Directors’ Remuneration 
Report Regulations 2002 (incorporated into 
the Companies Act 1985).

The Co-operative Group Board is entirely 
non-executive, the directors being elected 
from its membership. The day-to-day 
management of the Society falls to Executives. 
For completeness, this report provides details of 
both Executives’ and directors’ remuneration.

This report will be put to an advisory vote of the 
Society’s members at the AGM on 6 June 2009.

Introduction
The Remuneration Report is presented by the 
Board and contains the following information:

•	 �A description of the role of the 
Remuneration & Appointments Committee 
(the ‘Committee’)

•	 �A summary of the Society’s remuneration 
policy, including statements of policy on 
Executives’ and directors’ remuneration

•	 �Details of the terms of the service contracts 
and the remuneration of each Executive for 
the 2008 financial year

•	 �Details of the current terms of office and the 
remuneration of each director for the 2008 
financial year.

Role of the Remuneration & Appointments 
Committee
The Committee’s principal terms of reference 
are to:

•	 �Determine policy on remuneration and other 
main terms and conditions of employment

•	 �Oversee contractual arrangements for 
Executives and approve the principal terms 
and conditions of their employment

•	 �Review remuneration using comparisons 
against the agreed market policy for the 
Executive

•	 �Make recommendations on Executive 
appointments and the terms and conditions 
relating to these

•	 �Approve any relevant incentive schemes 
and ensure that they are in line with current 
market practice and authorise payments 
under any incentive schemes in line with 
their rules

•	 �Receive, review and decide on issues 
raised in relation to The Co‑operative Group 
Pension (Average Career Earnings) Scheme 
and any other retirement benefit scheme 
within the Group and advise the Board of 
them as appropriate.

At the end of 2008, the Committee comprised 
Len Wardle (the Chair of the Board) as Chair, 
together with Graham Bennett, Allen Brett, 
Simon Butler, Bob Burlton, Paul Flowers, Patrick 
Grange, Frank Jones, Ben Reid, Kathryn Smith, 
Robin Stewart and Stephen Watts. The Board 
believes that all members of the Committee 
are independent for the purpose of reviewing 
remuneration matters. The Chief Executive 
(Peter Marks), the Group Secretary (Moira 
Lees) and the Director of Human Resources 
(Richard Bide) also attend the meetings 
of the Committee, except when their own 
remuneration or terms and conditions are 
being considered. Other individuals are invited 
to attend for specific agenda items when 
necessary.

The Committee members are all non-executive. 
They have no personal financial interests in 
the Committee’s decisions and they have no 
involvement in the day-to-day management 
of the Society. The Committee met five times 
in the period under review.

To ensure that it receives independent advice on 
remuneration matters, the Committee retained 
Hewitt New Bridge Street as its adviser during 
the year. Hewitt New Bridge Street supplied 
survey data and advised on market trends 
and other general remuneration issues. Other 
than specialist advice in relation to the Group’s 
remuneration issues, Hewitt New Bridge Street 

does not provide other services to the Society. 
Addleshaw Goddard was also retained to 
provide legal advice with respect to Executive 
service contracts.

Policy on Executives’ remuneration
In determining the remuneration policy for 
Executives, the Committee has considered 
a number of factors including:

•	 �The importance of attracting, retaining 
and motivating senior Executives of the 
appropriate calibre to further the success 
of the Society

•	 �The linking of reward to individual 
and business performance and the 
strengthening of co-operative values, which 
includes a strong belief in stewardship of 
all the Society’s resources and, therefore, 
ensures that Executives are not rewarded 
for the assumption of undue risk

•	 �Ensuring that the interests of the Executives 
are aligned with those of the Society and its 
members

•	 �In conjunction with the CFS Remuneration 
Committee, ensuring that pay practices in 
the Society as a whole are coherent.

The current policy is to pay basic salaries 
at a level around the market median, when 
compared with other organisations of 
comparable size and complexity, and also 
organisations in the same business sector. 
The Committee supports the principle of 
performance-related pay and operates both an 
annual bonus plan and a long-term incentive 
plan, but does not consider it appropriate 
to follow the quantum available in Plcs. 
Accordingly, the amounts payable under these 
plans are lower than in comparable Plcs.

The Committee considers that a successful 
remuneration policy needs to be sufficiently 
flexible to take account of future changes in 
the Society’s business environment and in 
remuneration practice. The enlarged Society 
remains in a state of transition and, as a part 
of this process, the Committee will continue to 
keep under review an appropriate remuneration 
policy covering all major components of the 
remuneration package.
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The main components of Executive 
remuneration are:

Basic salary
It is the Committee’s policy to ensure that the 
basic salary for each Executive is appropriate 
and competitive for the responsibilities involved. 
Basic salaries for Executives are reviewed by 
the Committee, normally annually, having regard 
to competitive market practice (in particular, 
salary levels for similar positions in comparable 
companies), the level of salary increases 
elsewhere in the Society and individual 
performance for the financial year. The normal 
month for salary review is January. Basic salary 
is the only element of remuneration that is 
pensionable. Salaries received by Executives in 
respect of 2008 are set out in Table 1.

Annual incentive plan
Each Executive is eligible to participate in an 
annual performance-related bonus plan. The 
Committee reviews and sets bonus targets 
and levels of eligibility annually. Each Executive 
is eligible to receive a bonus of up to 60% of 
salary. Bonus is only payable for achieving 
or exceeding agreed performance targets. 
Bonus up to 45% of salary will be measured 
on financial performance. For Group Executives 
it will be based on Group profit before tax. For 
Executives with business unit responsibilities, 
15% of salary will be based on Group profit 
before tax and 30% of salary on Divisional 
profit before tax. Profit before tax rather than 
a combination of profit and return on capital 
employed is being used for the annual bonus, 
as return on capital employed (Return on 
Net Operating Assets) is being used for the 
long-term incentive plan. The remaining 15% 
of salary will be measured using non-financial, 
co-operative value measures using the Group’s 
Balanced Scorecard. David Hendry, whose 
incentivisation is based solely on the successful 
growth of the Funeralcare business, does not 
participate in either the annual or long-term 
incentive plans, under the terms of his service 
contract.

Long-term incentive plan
A long-term incentive plan (LTIP), employing 
cumulative targets across a three-year period, 
was introduced for Executives in 2003. The 
three-year period of operation of the plan for 
financial years 2008–2010 is described below. 
Following the acquisition of Somerfield, the 
financial performance targets for the second 
and third years of the LTIP 2008–2010 have, 
consistent with the rules, been adjusted to 
reflect the impact of the acquisition (without 
making the targets easier or harder) and the 
terms of the award for 2009–2011 were 
reviewed and two changes made, based on 
advice from Hewitt New Bridge Street and 
reflecting market data: the size of awards for 
certain Executives was increased and a third 
performance measure linked to the delivery 
of synergy benefits from the acquisition was 
introduced.

The plan is measured on the achievement 
of specified Return On Net Operating Assets 
targets and the Group’s Balanced Scorecard, 
ie growing employee engagement and growing 
corporate reputation over a three-year period, 
as well as synergy benefits related to the 
Somerfield acquisition for certain Executives, 
starting 2009–2011 with potential payment in 
2012. For Executives, the threshold payment 
level, subject to performance conditions 
being met, is 33.3% of salary for the Chief 
Executive and 16.7%–33.3% of salary for other 
Executives (depending on the individual), with a 
maximum payment of up to 100% for the Chief 
Executive and 50%–100% of salary for other 
Executives (depending on the individual) for 
substantially exceeding targets.

Service contracts
It is the Society’s policy for the notice period 
in Executives’ service contracts not to exceed 
one year. All the Executives have contracts 
that are terminable by one year’s notice. In the 
event of termination, any payments due to an 
Executive would be based on the value of one 
year’s notice, together with the value of other 
contractual benefits. Dates of appointment are 
disclosed in Table 1.

In normal circumstances, it is the Committee’s 
policy to design service contracts for any newly 
recruited Executive in a similar form to the 
model that has been developed for existing 
Executives.

Share options
Because of the co-operative nature of the 
business, the Group does not operate a share 
option scheme.

Non-executive directorships
The Committee has determined that, subject 
to the Committee’s approval, Executives may 
accept one non-executive directorship, or 
similar, with an external organisation, believing 
that this represents an important opportunity 
for professional development. Any fees received 
for such a role would normally be paid to the 
Society.

Pensions
The Group offers defined benefit pension 
arrangements to all employees. These are 
provided mainly through The Co-operative 
Group Pension (Average Career Earnings) 
Scheme (the PACE Scheme); however, following 
the merger with United Co‑operatives on 
29 July 2007, employees who at that date were 
members of one of the United Co-operatives’ 
final salary pension schemes (ie the Leeds 
Co‑operative Society Limited Employees’ 
Pension Fund, the Sheffield Co-operative 
Society Limited Employees’ Superannuation 
Fund, the United Norwest Co-operatives 
Employees’ Pension Fund, or the Yorkshire 
Co‑operatives Limited Employees’ Pension 
Fund – ‘the United Schemes’) continue in 
membership of the relevant scheme.

The PACE Scheme, which is a registered 
occupational pension scheme, provides 
pensions based on 1/60th of average 
pensionable earnings, revalued by inflation 
for each year of pensionable service from 
6 April 2006 (the date the PACE Scheme was 
implemented). Accrued benefits as at 5 April 
2006 continue to be linked to final pensionable 
salary at a member’s date of leaving or 

Remuneration report continued
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retirement, whichever is earlier. Pensions are 
also payable to dependants on death and a 
lump sum is payable if death occurs in service.

The United Schemes, which are also registered 
occupational pension schemes, broadly provide 
pensions of two-thirds of final pensionable 
salary after 40 years’ pensionable service. 
Pensions are also payable to dependants on 
death and a lump sum is payable if death 
occurs in service.

The Group may offer employees, who are 
members of the United Norwest Co‑operatives 
Employees’ Pension Fund on retirement, a 
supplementary pension from the United Norwest 
Co-operatives Limited 1989 Discretionary 
Early Retirement Benefits Scheme, subject to 
meeting the qualifying conditions. This scheme 
is an unregistered, unfunded arrangement 
and benefits are provided at the employer’s 
discretion. During the last year, no Executives 
were provided with a benefit under this 
arrangement.

Members of the PACE Scheme currently 
contribute 6% of their pensionable salary whilst 
members of the United Schemes contribute 
between 6% and 10.5% of their pensionable 
salary, depending on the relevant scheme, 
towards the cost of providing benefits, with 
the Group paying the balance.

The Group offers Executives the facility of opting 
out of future pension accrual under the relevant 
registered pension scheme when the value 
of their accrued pension reaches the lifetime 
allowance under the tax rules, in favour of a 
non-pensionable salary supplement of 16% 
of basic salary.

Peter Marks and Guy McCracken were paid 
a salary supplement of 16% of basic salary 
in lieu of pension provision. David Hendry does 
not receive a salary supplement. All other 
Executives were members of either the PACE 
Scheme or one of the United Schemes during 
the year.

Supplementary life cover is provided to 
Executives (apart from David Hendry) in order 
to provide total life cover of 4 x salary when 
aggregated with benefits from the PACE 
Scheme or the relevant United Scheme, 
as appropriate.

Executives who are former United Co‑operatives 
Executives and who are currently accruing 
pension benefits under one of the United 
Schemes are entitled to an employer 
contribution of 5% of basic salary (as at 
31 December each year to be paid on 1 April in 
the following year) into a defined contribution 
top-up scheme provided by Scottish Widows. 
Patrick Allen receives this benefit. A non-
pensionable supplement of 5% of basic salary 
less employer’s national insurance is paid 
to Mike Austin, Tim Hurrell, John Nuttall and 
Martyn Wates in lieu of this benefit.

Additional details are available in Tables 2 
and 3.

Directors
The directors do not have service contracts. 
The years of their first election are shown in 
Table 4. Each director is usually subject to 
re-election every three years. However, the 
directors’ elections were suspended during 
2008 until the conclusion of the Constitutional 
Review. As a result of the latter, all directors will 
be required to seek re-election during 2009.

The basic remuneration for a director is 
£16,271; an additional £10,410 is payable 
to those persons serving as directors of CFS. 
The Chair and Deputy Chairs of the Group and 
CFS also receive additional fees to reflect their 
additional responsibilities. In addition, directors 
elected from the regions receive regional board 
and area committee fees and directors can 
claim loss of earnings, if appropriate. All fees 
are increased by RPI every year.

Directors’ fees are determined by the 
Society’s members. The existing fee levels 
were recommended and approved by the 

Group’s membership in 2003. As part of the 
Constitutional Review, a full independent review 
of directors’ fees was undertaken and approved 
by members in October 2008. These fees will 
come into effect following the Annual General 
Meeting on 6 June 2009.

The fee levels were determined after taking 
account of the need to attract suitable 
candidates, the time commitment of Board 
members, comparator organisations’ fees and 
the responsibilities undertaken by the Board. 
The directors do not, by virtue of their Board 
position, participate in any of the Group’s 
incentive plans or pension schemes.

The total fees received by each director are set 
out in Table 4.

The Boards of the Group’s Financial Services 
subsidiaries include four independent 
professional non-executive directors and one 
professional non-executive director appointed 
by the Group. Each of these directors receives a 
payment of £52,000 per annum. It is the normal 
policy of the Board not to allow an independent 
professional non-executive director to serve 
for more than nine years in aggregate. The 
senior independent non-executive director of 
Co-operative Financial Services (David Davies) 
receives an additional payment of £5,000 per 
annum. An additional payment of £10,000 per 
annum to the Chair of the CFS Audit & Risk 
Committee (Graham Stow) was introduced in 
November 2007. Graham Stow also receives 
£25,000 for service on The Co-operative 
Group’s Food Retail Board.

By order of the Board

Len Wardle 
Chair

Stephen Watts	 Patrick Grange 
Deputy Chair	 Deputy Chair

22 April 2009
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Date of  
appointment 

(Note 1)

Basic salary

£000

Other
supplements

(Note 2)
£000

Performance-
related bonus

Annual
£000

Performance-
related bonus 

Long-Term
£000

Benefits  
in kind 

(Note 3)
£000

2008 Total 
emoluments

(Note 4)
£000

2007 Total 
emoluments

(Notes 4, 9 & 10)
£000

Peter Marks 29 July 2007 796 127 481 – 31 1,435 609

Patrick Allen 29 July 2007 194 117 – 28 339 149

Mike Austin 29 July 2007 183 8 55 – 12 258 99

Richard Bide 15 September 2003 293 170 – 4 467 488

Neil Braithwaite 29 July 2007 224 66 – 15 305 116

David Hendry (Note 8) 29 July 2007 318 – 318 162

Tim Hurrell (Note 5) 30 July 2008 182 19 113 – 10 324 –

Moira Lees 28 November 2007 209 120 – 13 342 43

Guy McCracken (Notes 5, 6 & 7) 16 May 2005 361 45 170 – 17 593 1,155

John Nuttall 29 July 2007 251 11 76 – 16 354 136

Lynda Shillaw 29 July 2007 265 127 – 392 174

Martyn Wates 24 September 2007 394 18 237 – 24 673 196

Note 1	� Date of appointment may differ from date service commenced with Society.
Note 2	� The figures for Mike Austin, Tim Hurrell, Guy McCracken, Peter Marks, John Nuttall 

and Martyn Wates include a salary supplement in lieu of certain pension benefits.
Note 3 	� Benefits in kind include car or car allowance, fuel card, phone and (in relation to 

Guy McCracken) relocation costs. In addition to the above, the Executives also 
receive life assurance.

Note 4	� Excludes pension values (see Table 2).
Note 5 	� Emoluments represent part-year payments.
Note 6	� Guy McCracken ceased to be a member of the Group Executive on 29 July 2008.
Note 7	� 2008 total emoluments exclude a termination payment to Guy McCracken of 

£812,468.

Note 8	� David Hendry participates in separate incentive arrangements. Any payments due 
under these arrangements will be calculable in 2010.

Note 9	� Includes, for Richard Bide and Guy McCracken, bonus payments reflecting early 
vesting of annual and long-term incentive plans due to the merger with United 
Co‑operatives.

Note 10	� Except for Richard Bide and Guy McCracken, 2007 emoluments reflect part-year 
payments.

Note 11	� David Anderson and Gerry Pennell ceased to be members of the Group Executive 
on 28 July 2007, but remained with CFS (the latter resigning on 31 October 2008). 
Martin Beaumont, Nick Eyre, Paul Hewitt, Zöe Morgan and Bryan Portman left the 
Group as a result of the merger with United Co-operatives.

Table 1 – Executives’ emoluments
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Notes
1.	� The payments are in cash and based on a multiple of 50% of salary at the start of the 

performance period (future awards to be based upon 50%, 75% or 100% of salary 
dependent on the individual’s role). The above awards also include additional amounts 
to reflect potential value lost on the early termination of awards under legacy plans on 
the transfer of undertakings by United Co-operatives to the Society.

2.	� The above amounts are the maximum payable and are dependent on stretching targets 
linked to RONOA and the Society’s balanced scorecard as outlined on pages 20 to 21. 

Potential payouts under the LTIP

Name of Executive Date of award Maximum payment  
for full vesting (£000)

End of performance period

Peter Marks 19 February 2008 639 8 January 2011

Patrick Allen 19 February 2008 134 8 January 2011

Mike Austin 19 February 2008 166 8 January 2011

Richard Bide 19 February 2008 272 8 January 2011

Neil Braithwaite 19 February 2008 110 8 January 2011

David Hendry N/A N/A N/A

Tim Hurrell 19 February 2008 329 8 January 2011

Moira Lees 19 February 2008 100 8 January 2011

Guy McCracken N/A N/A N/A

John Nuttall 19 February 2008 210 8 January 2011

Lynda Shillaw 19 February 2008 121 8 January 2011

Martyn Wates 19 February 2008 330 8 January 2011

Remuneration report continued
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Years of service Total accrued 
pension at

10 January 2009 

£000

Increase in
accrued pension 

during the year 

£000

Increase in
accrued pension 

during the year
(net of inflation)

 
£000

Transfer value of
previous column at

10 January 2009 
net of members’ 

contributions
£000

Transfer value of
total accrued 

pension at
12 January 2008

 
£000

Transfer value of
total accrued 

pension at
10 January 2009

 
£000

Increase in 
transfer values 

net of members’ 
contributions

 
£000

Peter Marks (Note 4) 41 – – – – – – –

Patrick Allen 4 26 8 7 63 120 281 145

Mike Austin 25 51 9 7 72 307 599 277

Richard Bide 5 17 5 5 52 145 261 99

Neil Braithwaite 11 42 8 7 63 291 513 209

David Hendry (Note 5) 2 – – – – – – –

Tim Hurrell (Note 6) 12 74 24 23 444 501 1,548 1,012

Moira Lees 27 89 19 16 223 627 1,325 686

Guy McCracken (Note 4) 3 – – – – – – –

John Nuttall (Note 7) 21 56 17 15 200 349 800 432

Lynda Shillaw 2 8 4 4 18 23 66 29

Martyn Wates 13 101 24 22 172 426 947 491

Note 1	� The total accrued pension is that which would be paid annually on retirement at normal 
retirement age based on service to 10 January 2009 and includes any transferred-in 
benefits as appropriate. Under the terms of their contracts, existing Group Executives 
at 17 January 2007 may take these benefits from age 60 and new Executives after 
17 January 2007 may take these benefits from age 65. The transfer values in the table 
above have been calculated on this basis. Years of service includes, where appropriate, 
pre-merger service with United Co-operatives.

Note 2	� Members have the option of paying additional voluntary contributions to their 
respective pension scheme. Neither these contributions nor the benefits arising from 
them are shown in the above table.

Note 3	� All transfer values at year-end have been calculated in accordance with the current 
transfer value method and basis in force for the scheme applicable to the Executive. 
This is set by the Trustee(s), after taking actuarial advice, to be consistent with the 

requirements of legislation and the rules of the scheme. The transfer value bases have 
been revised during the year and this accounts for some of the increase in the transfer 
values shown.

Note 4	� Peter Marks and Guy McCracken were paid a non-pensionable salary supplement 
of 16% of basic salary in lieu of pension provision.

Note 5	� David Hendry is not a member of an occupational pension scheme and does not 
receive a salary supplement.

Note 6	� Tim Hurrell became a member of the Executive on 30 July 2008.
Note 7	� All figures for John Nuttall are shown after the application of a Pension Sharing Order 

effective from 20 September 2007.

Table 2 – Pension details of the Executive

Table 3 – Defined contributions paid for Executives

Name Amount
£

Patrick Allen 9,750
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Note 1	� The remuneration of some directors is paid, at their request, direct to their employers 
who release them to act as directors of the Group.

Note 2	� Includes Board and area committee fees.
Note 3 	� Bill Hoult stepped down from the Board on 31 March 2008.
Note 4	� Includes payment for loss of earnings.
Note 5 	� Patrick Grange was appointed Deputy Chair on 9 April 2008.
Note 6	� Includes payments made to directors’ employers in respect of reimbursement 

for allowing them to act as directors.
Note 7	� Bob Jamieson stepped down from the Board on 11 November 2008.

Note 8	� Paul Flowers was appointed to the Board on 9 April 2008.
Note 9	� Includes society cars.
Note 10	� Excludes the loss of office payment of £145,989 as a result of the merger between 

The Co-operative Group and United Co-operatives.
Note 11	� Len Wardle was appointed Chair of the Group on 27 October 2007, at which point his 

remuneration was increased.
Note 12	� As Chair of CFS, Bob Burlton received fees direct with effect from 27 October 2007 as 

a result of a change in policy approved by Co‑operative Group members. Previously a payment 
was also made to his employer for releasing him for Co-operative Group and CFS duties.

Remuneration report continued

Name Year first elected Term expires 2008 remuneration
£000

2007 remuneration 
£000

Joyce Baruch (Note 9) 2007 2009 21 27

Graham Bennett 1984 2009 35 32

Duncan Bowdler 2007 2009 18 7

Allen Brett (Note 9) 2007 2009 34 28

Bob Burlton (Notes 9 & 12) 1992 2009 135 53

Simon Butler (Note 2) 1996 2009 39 35

Eric Calderwood (Note 2) 2006 2009 20 19

David Doyle (Note 2) 2006 2009 20 19

John Fitzgerald (Note 1) 2005 2009 16 16

Douglas Fletcher (Note 1) 1998 2009 27 20

Paul Flowers (Note 8) 2008 2009 16 N/A

John George (Note 2) 2000 2009 20 19

Patrick Grange (Note 5) 2008 2009 25 7

Mike Harling (Note 2) 1998 2009 20 19

Bill Hoult (Notes 3, 9 & 10) 2002 2009 8 48

Bob Jamieson (Notes 1 & 7) 2005 2009 15 16

Frank Jones (Note 2) 2004 2009 20 19

John Macbeth 2007 2009 22 7

Ian Mason 2007 2009 20 7

Terry Morton (Note 2) 1997 2009 29 33

Bertie Murray (Notes 2 & 4) 2004 2009 23 20

Russell Porteous (Note 2) 2003 2009 18 17

David Pownall (Note 4) 2007 2009 26 8

Alban Rees (Note 2) 2000 2009 20 19

Brian Rees (Note 2) 2001 2009 20 19

Ben Reid (Note 1) 2000 2009 16 16

Richard Samson (Note 1) 2005 2009 16 16

Allan Smith (Note 1) 2004 2009 16 16

John Smith (Note 2) 2000 2009 20 19

Kathryn Smith (Notes 2 & 4) 1997 2009 34 31

Robin Stewart (Note 2) 1989 2009 20 19

Jeanette Timmins (Note 2) 2004 2009 20 19

Len Wardle (Notes 2, 9 & 11) 1992 2009 120 51

Stephen Watts (Notes 2 & 6) 2000 2009 55 52

Table 4 – Directors’ remuneration
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If you would like to know more about…

The Co-operative Group, please check out 
www.co-operative.coop
How to become a member, please make your way to
www.co-operative.coop/joinnow
The benefits of membership, please check out
www.co-operative.coop/beingamember
The Group’s approach to sustainable development, please email
ruth.woodall@co-operative.coop
The Group’s corporate governance structure, please email
caroline.sellers@co-operative.coop
The Group’s Annual Report and Review, please email
peter.wild@co-operative.coop
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Registered No. 525R

Registered office
New Century House
Manchester M60 4ES
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