
Directors’ Report 

FOR THE YEAR ENDED 31 DECEMBER 2016 
 

 

 

Your directors present their report on QBE Insurance Group Limited and the entities it controlled at the end 
of, or during, the year ended 31 December 2016. 

Directors 
The following directors held office during the whole of the financial year and up to the date of this report: 

Marty Becker (Chairman) 
Stephen Fitzgerald 
John M Green (Deputy Chairman) 
Margaret Leung 
John Neal 
Sir Brian Pomeroy 
Patrick Regan 
Jann Skinner 
 
Mr Rolf Tolle was appointed to the Board on 11 March 2016. Ms Kathryn Lisson was appointed to the Board on 1 September 2016. 
Mr Michael Wilkins was appointed to the Board on 1 November 2016. Ms Lisson and Messrs Becker and Wilkins offer themselves 
for election at the 2017 Annual General Meeting. 
 

Consolidated results 
  STATUTORY RESULT 
  2016 2015 
  US$M US$M 
Gross written premium  14,395 15,092 
Gross earned premium revenue 14,276 14,922 
Net earned premium 11,066 12,314 
Net claims expense (6,442) (7,434) 
Net commission (2,034) (2,114) 
Underwriting and other expenses (1,922) (2,137) 
Underwriting result 668 629 
Net investment income on policyholders' funds 407 402 
Insurance profit   1,075 1,031 
Net investment income on shareholders' funds 339 263 
Financing and other costs (294) (244) 
Losses on sale of entities –  (2) 
Unrealised losses on assets held for sale  (3) –  
Amortisation and impairment of intangibles   (45) (95) 
Profit before income tax  1,072 953 
Income tax expense (228) (260) 
Profit after income tax  844 693 
Net profit attributable to non-controlling interests –  (6) 
Net profit after income tax 844 687 
 

Result 
Net profit after tax for the year to 31 December 2016 was $844 million, up 23% compared with a net profit of $687 million last year. 

Net earned premium of $11,066 million was down 10% compared with $12,314 million last year. The decrease mainly reflects the impact 
of a generally stronger US dollar and a higher reinsurance expense following the reinsurance of long tail liabilities in European Operations 
and discontinued program business in our North American Operations. The overall reinsurance transactions had a small positive impact 
on net profit with reinsurance expense of $570 million more than offset by a reduction in net incurred claims of $581 million. 

The Group’s underwriting result was a profit of $668 million compared with a profit of $629 million last year, reflecting a combined 
operating ratio of 94.0% compared with 94.9% last year. The net claims ratio of 58.2% (2015 60.4%) was impacted by a reduction in 
risk-free rates used to discount claims liabilities of $80 million or 0.7% of net earned premium and the reinsurance recoveries mentioned 
above. Combined commission and underwriting expenses were down in absolute terms compared with last year, primarily due to the 
benefit of expense initiatives and the disposal of our high cost base M&LS business. The reported combined commission and expense 
ratio was up, however, (35.8% compared with 34.5%) due to the lower net earned premium as described above. 

Excluding the impact of lower risk-free rates used to discount claims liabilities, the statutory combined operating ratio would have been 
93.2%, lower than our target range of 94%-95%. 

Net investment income was $746 million compared with $665 million last year, including foreign exchange gains of $125 million compared 
with foreign exchange losses of $20 million last year. The overall net return was 2.4%, slightly below target and impacted by mark 
to market losses on longer duration fixed income securities following the US election result. 

The tax rate was 21% of net profit, down from 27% last year, reflecting the mix of corporate tax rates in the countries in which QBE operates. 
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Dividends 
The directors are pleased to announce a final dividend of 33 Australian cents per share, up 10% from the final dividend of 30 Australian 
cents per share for 2015. The dividend will be franked at 50%. The total dividend payout is A$741 million, or around 61% of full year cash 
profit, compared with A$685 million for 2015, or around 56% of cash profit.  
Our objective is to deliver a stable and growing dividend to our shareholders. Our current dividend policy sets the full year dividend payout 
ratio at up to 65% of cash profit. 
Activities 
The principal activities of QBE during the year were underwriting general insurance and reinsurance risks, management of Lloyd’s 
syndicates and investment management. 

Presentation currency 
The Group has presented the Financial Report in US dollars because a significant proportion of its underwriting activity is denominated 
in US dollars. The US dollar is also the currency that is widely understood by the global insurance industry, international investors 
and analysts. 

Operating and financial review 
A review of the Group’s operations during the year and the results of those operations is set on pages 4 to 49 of this Annual Report. 
These pages also deal with the Group’s operations, financial position, business strategies and prospects for future financial years. 

Outstanding claims liability  
The net central estimate of outstanding claims is determined by the Group Chief Actuary after consultation with internal and external actuaries. 
The assessment takes into account the statistical analysis of past claims, allowance for claims incurred but not reported, reinsurance and 
other recoveries and future interest and inflation factors.  

As in previous years, the directors consider that substantial risk margins are required over the actuarial net central estimate to mitigate the 
inherent uncertainty in the net central estimate. The probability of adequacy of the outstanding claims liability at 31 December 2016 
was 89.5% compared with 89.0% last year. The Australian Prudential Regulation Authority (APRA) prudential standards provide a capital 
credit for outstanding claims in excess of a probability of adequacy of 75%.  

Group indemnities 
Article 78 of the company’s constitution provides that the company indemnifies past and present directors, secretaries or other officers 
against any liability incurred by that person as a director, secretary or other officer of the company or its subsidiaries. The indemnity does 
not apply to any liability (excluding legal costs): 
 
• owed to the company or a related body corporate (e.g. breach of directors’ duties); 
• for a pecuniary penalty under section 1317G or a compensation order under sections 1317H or 1317HA of the Corporations Act 2001 

(or a similar provision of the corresponding legislation in another jurisdiction); or 
• that is owed to someone other than the company or a related body corporate and which did not arise out of conduct in good faith. 

The indemnity extends to legal costs other than where: 

• in civil proceedings, one or more of the above exclusions apply; 
• in criminal proceedings, the person is found guilty; 
• the person is liable in proceedings brought by the Australian Securities and Investments Commission (ASIC), a corresponding regulator 

in another jurisdiction or a liquidator (unless as part of the investigation before proceedings are commenced); or 
• the court does not grant relief after an application under the Corporations Act 2001 or corresponding legislation in another jurisdiction. 

In addition, a deed exists between the company and each director which includes an indemnity in similar terms to article 78 of the 
company’s constitution. 

Directors’ and officers’ insurance 
QBE pays a premium each year in respect of a contract insuring directors, secretaries, senior managers and employees of the Group 
together with any natural person who is either a trustee or a member of a policy committee for a superannuation plan established for 
the benefit of the Group’s employees against liabilities past, present or future. The officers of the Group covered by the insurance contract 
include the directors listed on pages 52 and 53, the Group Company Secretary, Carolyn Scobie, and Deputy Company Secretary, 
Peter Smiles. 

In accordance with normal commercial practice, disclosure of the amount of premium payable under, and the nature of liabilities covered 
by, the insurance contract is prohibited by a confidentiality clause in the contract. 

No such insurance cover has been provided for the benefit of any external auditor of the Group. 

Significant changes 
There were no significant changes in the Group’s state of affairs during the financial year other than as disclosed in this Annual Report. 

Likely developments and expected results of operations 
Likely developments in the Group’s operations in future financial years and the expected results of those operations have been included 
in the review of operations on pages 4 to 49 of this Annual Report. 
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Directors’ Report CONTINUED 

FOR THE YEAR ENDED 31 DECEMBER 2016 

 

Events after balance date 
In conjunction with the announcement of the 2016 final dividend and to recognise the Group’s already strong and increasing surplus 
capital position but limited franking capacity, QBE has established a three year cumulative on-market buyback facility of up to A$1 billion, 
with a current target of not more than A$333 million in any one calendar year. 

The directors are not aware of any other matter or circumstance that has arisen since the end of the year that has significantly affected, or 
may significantly affect, the Group’s operations, the results of those operations and the Group’s state of affairs in future financial years, 
other than as described. 

Material business risks 
As a global insurance and reinsurance business, QBE is subject to a substantial variety of business risks. The Board believes that 
effective management of these risks is critical to delivering value for QBE’s stakeholders. It is QBE’s policy to adopt a rigorous approach 
to managing risk throughout the Group. Risk management is a continuous process and an integral part of QBE’s governance structure, 
QBE’s broader business processes and, most importantly, QBE’s culture. 

Some of the material business risks that QBE faces include strategic, insurance, credit, market, liquidity and operational risks. 
Explanations of these risks and their mitigations are set out in more detail in note 4 to the financial statements which we recommend you 
read. Further details of how QBE manages risk are set out in the Chief Risk Officer’s Report, on pages 50 to 51 of this Annual Report, the 
section of the Corporate Governance Statement addressing the ASX Corporate Governance Council’s Principle 7: Recognise 
and Manage Risk on page 63 of this Annual Report and the Sustainability Review.  

The Corporate Governance Statement and the Sustainability Review are available on the QBE website at www.qbe.com. 

The Group makes judgements and estimates in respect of the reported amounts of certain assets and liabilities, the most significant of 
which are in relation to the determination of the outstanding claims liability, the application of the liability adequacy test and the valuation 
of deferred tax assets and goodwill in North American Operations. More detail of each of these is included in notes 2.3, 2.5.1, 6.2.3 and 
7.2.1 respectively.  

Meetings of directors 

 

FULL 
MEETINGS OF 
DIRECTORS 1 

MEETINGS  
OF NON-

EXECUTIVE 
DIRECTORS 

MEETINGS OF COMMITTEES 

AUDIT INVESTMENT REMUNERATION 
RISK & 

CAPITAL 
GOVERNANCE 
& NOMINATION 

OPERATIONS & 
TECHNOLOGY 

SUB-
COMMITTEES 2 

 H A H A H A H A H A H A H A H A H A 
Marty Becker  8 8 6 6 5 5 4 4 6 6 6 6 5 5 1 1 2 2 
Stephen Fitzgerald 8 8 6 6 – – 4 4 – – 6 6 5 5 1 1 – – 
John M Green 8 8 6 6 2 2 4 4 6 6 6 6 5 5 1 1 2 2 
Margaret Leung  8 8 6 5 5 5 – – 6 6 – – 5 4 – – – – 
Kathryn Lisson 3 3 2 2 2 2 – – – – – – 1 1 1 1 – – 
John Neal 3 8 8 – – – – – – – – – – – – – – 2 2 
Sir Brian Pomeroy 8 8 6 6 5 5 – – – – 6 6 5 5 – – 3 3 
Patrick Regan 3 8 8 – – – – – – – – – – – – – – 3 3 
Jann Skinner 8 8 6 6 5 5 – – 6 6 5 5 5 5 – – 3 3 
Rolf Tolle 7 7 5 3 – – 3 3 – – 5 5 4 2 – – – – 
Michael Wilkins 2 2 1 1 1 1 – – 1 1 – – – – 1 1 – – 
 
H number of meetings held while a Board or Committee member. 
A number of meetings attended while a Board or Committee member. 
 
1 Included meetings in the UK and the US. 
2 Ad hoc committees of the Board were convened during the year in relation to the financial results and reporting matters. Members of the 

ad hoc committees attended all meetings they were required to attend. 
3 Messrs Neal and Regan attended Audit, Investment and Risk & Capital Committee meetings by invitation, not being members of these 

committees. Mr Neal also attended Remuneration Committee meetings by invitation, not being a member of that Committee. 
 
Further meetings occurred during the year, including meetings of the Chairman and Group Chief Executive Officer and meetings of the 
directors with management. From time to time, directors attend meetings of committees of which they are not currently members. 
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Directors’ Report CONTINUED 

FOR THE YEAR ENDED 31 DECEMBER 2016 

 

Directorships of listed companies held by the members of the Board 
From 1 January 2014 to 24 February 2017, the directors also served as directors of the following listed entities: 

 POSITION DATE APPOINTED DATE CEASED 
John M Green    
WorleyParsons Director 11 October 2002 25 October 2016 
Margaret Leung    
China Construction Bank Corporation Director 12 December 2013 17 June 2016 
Chong Hing Bank Limited Director and Deputy Chairman 14 February 2014 – 
First Pacific Company Limited  Director 21 December 2012 – 
Hong Kong Exchanges and Clearing Limited Director 24 April 2013 – 
Li & Fung Ltd Director 1 April 2013 – 
Sun Hung Kai Properties Limited Director 1 March 2013 – 
Michael Wilkins    
AMP Limited Director 12 September 2016 – 
 

Qualifications and experience of directors 
The qualifications and experience of each director are set out on pages 52 to 53 of this Annual Report. 

Qualifications and experience of company secretaries 
Carolyn Scobie, BA, LLB, MA, AGIA and ACIS 
Ms Scobie is Group General Counsel and Group Company Secretary. Prior to joining QBE, Ms Scobie was Group General Counsel 
at the ASX-listed multinational Goodman Group for 17 years, where she ran a multi-disciplinary legal team working on matters across 
16 countries and over 800 entities. Ms Scobie has extensive experience in compliance, regulatory matters, litigation and managing the 
complexity of multiple jurisdictions. 

Peter Smiles, LLB, MBA, AGIA and ACIS 
Mr Smiles is Deputy Company Secretary of QBE Insurance Group Limited and a company secretary of various QBE subsidiaries in 
Australia. He has 25 years of insurance experience, which includes 18 years as a corporate lawyer. Prior to commencing employment with 
QBE in 2002, Mr Smiles worked for the NRMA Insurance Group in various corporate roles. In addition to his current company secretarial 
duties, he acts as a corporate lawyer advising QBE Group head office departments and Asia Pacific offices. 

Directors’ interests and benefits 
Ordinary share capital 
Directors’ relevant interests in the ordinary share capital of the company at the date of this report are as follows: 

DIRECTOR 
NUMBER OF  

SHARES HELD 

Marty Becker 105,306 
Stephen Fitzgerald 37,704 
John M Green 37,258 
Margaret Leung 21,914 
Kathryn Lisson 1,465 
John Neal 292,178 
Sir Brian Pomeroy 12,141 
Patrick Regan 552,214 
Jann Skinner 35,000 
Rolf Tolle 18,991 
Michael Wilkins 8,670 
 

Options and conditional rights 
At the date of this report, John Neal had 1,399,612 (2015 825,252) conditional rights to ordinary shares of the company and Patrick 
Regan had 903,008 (2015 697,843) conditional rights to ordinary shares of the company. No executives hold options at the date of this 
report. Details of the schemes under which options and rights are granted are provided in the Remuneration Report and in note 8.4 to the 
financial statements. 

The names of all persons who currently hold options granted under the Employee Share and Option Plan (the Plan) and conditional rights 
to ordinary shares of the company are entered in the registers kept by the company pursuant to section 168 of the Corporations Act 2001. 

Loans to directors and executives 
Information on loans to directors and executives is set out in the Remuneration Report. 

Environmental regulation 
The Group is not currently required to report under any significant environmental regulations under either Commonwealth, State or 
Territory legislation. 
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Remuneration Report 
 

1 

To our shareholders 
On behalf of the Board, I present QBE’s Remuneration Report for 2016. 

 
2016 performance and remuneration 
In 2016, despite a challenging operating environment and difficult investment markets, our financial performance was at the better end of 
the target range. This continues the improvement in our results as we moved through a period of refocus and stabilisation. Our STI 
outcomes for 2016 further reflect this. LTI awards which require sustained performance over multiple years have not vested. 
 
Our statutory return on equity (ROE) was 8.1%. We have maintained our approach from previous years and reversed 50% of the effect of 
actual discount rate movements versus our budget assumptions from the statutory result. In 2015, this reduced the ROE outcome for 
management by 0.2% while in 2016 it increased the ROE outcome by 0.3%. Consequently the Group ROE outcome for 2016 STI 
purposes was 8.4%, i.e. 0.1% below our target of 8.5%. 
 
Details on the STI outcomes for executives are set out in section 3.1. 
 

Changes to the remuneration structure for 2017 
We announced in last year’s Remuneration Report our intention to conduct a review of incentive structures to ensure they remain fit for 
purpose and aligned with the evolving QBE strategy. This review was conducted in the context of an operating environment which over 
the past three years has seen ongoing economic volatility, political uncertainty, regulatory change and changes at QBE.  
 
In recognising shareholder and community concerns on executive remuneration, the Remuneration Committee followed a process which 
was thorough and included consultation with independent advisers, regulators and internal and external stakeholders. I am grateful for the 
continued support and engagement we have with shareholders and their representative bodies, especially during consultation on the 
remuneration review. 
 
The review found that, on the whole, STI has demonstrated strong alignment between performance and incentive outcomes, although it 
could be improved with broader and more clearly defined performance measures. LTI, on the other hand, has not worked as well. Setting 
appropriate three-year performance hurdles in a volatile macro-economic environment has been challenging, as has finding a suitable 
globally diversified insurance TSR peer group as a benchmark. Consequently, the current LTI scheme is not well-understood or valued by 
our executives, and is not sufficiently driving strategy delivery or creating shareholder value.  
 
The review prompted us to consider ways of making LTI more effective for all stakeholders, and enhancing long-term alignment through 
increased share ownership. The resultant QBE Executive Incentive Plan (EIP) combines STI and LTI into a single, simpler incentive plan 
which we believe provides better correlation to performance and shareholder outcomes and is more tangible for our executives. 
Importantly, in an increasingly volatile business environment, the model is more adaptable to the evolution of our strategy, changing 
business cycles and the external operating environment. 
 
Details on the changes to be implemented for 2017 and how they will apply to the Group CEO are set out in section 7. 
 

Incentive targets for 2017 
Each year we set incentive targets that reflect the Group’s business plans and the operating environment. For 2017, we will replace 
statutory ROE with a mix of cash ROE, combined operating ratio (COR) and value-creation measures reflecting our strategic priorities. 
 
Cash ROE will use cash profit after tax, the same basis used to determine shareholder dividends. However, other than in exceptional 
circumstances, losses due to unplanned amortisation or impairment of intangibles will be added back so that executives remain 
accountable for the management of intangible assets. The target range for 2017 is 7.0% to 11.0%, with on-target performance at 9.0%.  
 
COR has been introduced as it is the most relevant measure of the profitability of our insurance operations. The target range for 2017 is 
96.3% to 92.3% with on target performance set at 94.3%. In line with previous years, this excludes the effect of unbudgeted discount rate 
movements. Also, for 2017, an adjustment will be made for the impact of changes, if any, to the Ogden tables in the UK beyond the 
provision included in the business plan. 
 
Measures of progress against our longer-term strategic imperatives of operational efficiency and claims excellence have been introduced 
for 2017. We are targeting generation of expense savings of $109m in 2017 through operational excellence, automation and sourcing 
capability. A further $170m of projected savings is targeted from initiatives to be undertaken in 2017 through leveraging our global claims 
and data analytics capabilities to improve fraudulent claims detection, claims handling and recoveries performance.  
 
 

 

 

John M Green 
Chairman, Remuneration Committee 
Group Deputy Chairman  

To our shareholders:

On behalf of the Board, I present QBE’s Remuneration Report for 2016.

Remuneration ReportRemuneration Report
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1 

To our shareholders 
On behalf of the Board, I present QBE’s Remuneration Report for 2016. 

 
2016 performance and remuneration 
In 2016, despite a challenging operating environment and difficult investment markets, our financial performance was at the better end of 
the target range. This continues the improvement in our results as we moved through a period of refocus and stabilisation. Our STI 
outcomes for 2016 further reflect this. LTI awards which require sustained performance over multiple years have not vested. 
 
Our statutory return on equity (ROE) was 8.1%. We have maintained our approach from previous years and reversed 50% of the effect of 
actual discount rate movements versus our budget assumptions from the statutory result. In 2015, this reduced the ROE outcome for 
management by 0.2% while in 2016 it increased the ROE outcome by 0.3%. Consequently the Group ROE outcome for 2016 STI 
purposes was 8.4%, i.e. 0.1% below our target of 8.5%. 
 
Details on the STI outcomes for executives are set out in section 3.1. 
 

Changes to the remuneration structure for 2017 
We announced in last year’s Remuneration Report our intention to conduct a review of incentive structures to ensure they remain fit for 
purpose and aligned with the evolving QBE strategy. This review was conducted in the context of an operating environment which over 
the past three years has seen ongoing economic volatility, political uncertainty, regulatory change and changes at QBE.  
 
In recognising shareholder and community concerns on executive remuneration, the Remuneration Committee followed a process which 
was thorough and included consultation with independent advisers, regulators and internal and external stakeholders. I am grateful for the 
continued support and engagement we have with shareholders and their representative bodies, especially during consultation on the 
remuneration review. 
 
The review found that, on the whole, STI has demonstrated strong alignment between performance and incentive outcomes, although it 
could be improved with broader and more clearly defined performance measures. LTI, on the other hand, has not worked as well. Setting 
appropriate three-year performance hurdles in a volatile macro-economic environment has been challenging, as has finding a suitable 
globally diversified insurance TSR peer group as a benchmark. Consequently, the current LTI scheme is not well-understood or valued by 
our executives, and is not sufficiently driving strategy delivery or creating shareholder value.  
 
The review prompted us to consider ways of making LTI more effective for all stakeholders, and enhancing long-term alignment through 
increased share ownership. The resultant QBE Executive Incentive Plan (EIP) combines STI and LTI into a single, simpler incentive plan 
which we believe provides better correlation to performance and shareholder outcomes and is more tangible for our executives. 
Importantly, in an increasingly volatile business environment, the model is more adaptable to the evolution of our strategy, changing 
business cycles and the external operating environment. 
 
Details on the changes to be implemented for 2017 and how they will apply to the Group CEO are set out in section 7. 
 

Incentive targets for 2017 
Each year we set incentive targets that reflect the Group’s business plans and the operating environment. For 2017, we will replace 
statutory ROE with a mix of cash ROE, combined operating ratio (COR) and value-creation measures reflecting our strategic priorities. 
 
Cash ROE will use cash profit after tax, the same basis used to determine shareholder dividends. However, other than in exceptional 
circumstances, losses due to unplanned amortisation or impairment of intangibles will be added back so that executives remain 
accountable for the management of intangible assets. The target range for 2017 is 7.0% to 11.0%, with on-target performance at 9.0%.  
 
COR has been introduced as it is the most relevant measure of the profitability of our insurance operations. The target range for 2017 is 
96.3% to 92.3% with on target performance set at 94.3%. In line with previous years, this excludes the effect of unbudgeted discount rate 
movements. Also, for 2017, an adjustment will be made for the impact of changes, if any, to the Ogden tables in the UK beyond the 
provision included in the business plan. 
 
Measures of progress against our longer-term strategic imperatives of operational efficiency and claims excellence have been introduced 
for 2017. We are targeting generation of expense savings of $109m in 2017 through operational excellence, automation and sourcing 
capability. A further $170m of projected savings is targeted from initiatives to be undertaken in 2017 through leveraging our global claims 
and data analytics capabilities to improve fraudulent claims detection, claims handling and recoveries performance.  
 
 

 

 

John M Green 
Chairman, Remuneration Committee 
Group Deputy Chairman  
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3 

1. INTRODUCTION 

 Overview 

This Remuneration Report sets out QBE’s remuneration framework and provides detail of remuneration outcomes for key 
management personnel (KMP) for 2016 and how this aligns with QBE’s performance. 

Accounting standards define KMP as those executives and non-executive directors with the authority and responsibility for 
planning, directing and controlling the activities of the Group, either directly or indirectly. 

The 2016 Remuneration Report has been prepared and audited in accordance with the disclosure requirements of the 
Corporations Act 2001. 

 

1.1 Key management personnel 

NAME POSITION 
COUNTRY OF 
RESIDENCE TERM AS KMP IN 2016 

Current executives 
John Neal Group Chief Executive Officer 

Executive Director 
Australia Full year 

Jason Brown Group Chief Risk Officer Australia Full year 
Colin Fagen 1 Group Chief Operations Officer Australia Full year 
David Fried Chief Executive Officer, Emerging Markets Hong Kong Full year 
Russell Johnston Chief Executive Officer, North American Operations United States of 

America 
Commenced 2 May 2016 

Margaret Murphy Group Chief Human Resource Officer Australia Commenced 1 October 2016 
Richard Pryce Chief Executive Officer, European Operations United Kingdom Full year 
Patrick Regan 2 Group Chief Financial Officer 

Chief Executive Officer, Australian & New Zealand Operations 
Executive Director 

Australia Full year 

Former executives    
David Duclos Chief Executive Officer, North American Operations United States of 

America 
Ceased 31 May 2016 

Mike Emmett Group Executive Officer, Operations Australia Ceased 23 February 2016 
Tim Plant Chief Executive Officer, Australian & New Zealand Operations Australia Ceased 17 August 2016 
Jenni Smith Group Executive Officer, People and Communications Australia Ceased 31 October 2016 
Non-executive directors 
Marty Becker Chairman, Non-executive director United States of 

America 
Full year 

Stephen Fitzgerald Non-executive director United Kingdom Full year 
John M Green Deputy Chairman, Non-executive director Australia Full year 
Margaret Leung Non-executive director Hong Kong Full year 
Kathryn Lisson Non-executive director Canada Commenced 1 September 2016 
Sir Brian Pomeroy Non-executive director United Kingdom Full year 
Jann Skinner Non-executive director Australia Full year 
Rolf Tolle Non-executive director United Kingdom Commenced 11 March 2016 
Michael Wilkins Non-executive director Australia Commenced 1 November 2016 
 
1 Colin Fagen was in the role of Group Chief Strategy Officer prior to becoming the Group Chief Operations Officer on 23 February 2016. 

Colin Fagen ceased being a KMP on 9 February 2017. 
2 While retaining his existing Group Chief Financial Officer responsibilities, Pat Regan became Chief Executive Officer, Australian & New 

Zealand Operations on 17 August 2016. 
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2. SUMMARY OF REMUNERATION OUTCOMES FOR 2016 

2.1 Remuneration and incentive outcomes in 2016 

This section provides a summary of the remuneration outcomes for executives and non-executive directors in 2016. Further details 
of remuneration outcomes are found in section 6 of the Remuneration Report. 

 
COMPONENT 2016 OUTCOMES 

Fixed 
remuneration 

 There were no increases in fixed remuneration to the Group CEO and executives in 2016 and 
none have been budgeted for 2017. 

Short-term 
incentive (STI)  

 STI outcomes have been improving since 2013 as we moved through a period of refocus and 
stabilisation. An STI for the Group CEO of A$2,199,953 (or 50.0% of maximum opportunity) was 
awarded in 2015 and A$1,307,000 (or 31.1% of maximum opportunity) in 2014. 

 Our statutory return on equity (ROE) for 2016 was 8.1%. We have maintained our approach from 
previous years and reversed 50% of the effect of actual discount rate movements versus our 
budget assumptions from the statutory result. In 2015, this reduced the ROE outcome for 
management by 0.2% while in 2016 it increased the ROE outcome by 0.3%. Consequently the 
Group ROE outcome for 2016 STI purposes was 8.4%, i.e. 0.1% below our target of 8.5%. 

 Based on this and the Board’s assessment of the Group CEO’s performance against his balanced 
scorecard, an STI of A$2,762,646 would have been awarded. The Group CEO has had a 
commendable year and delivered a strong full year result for QBE. His performance is well 
regarded by the Board. However, both parties agree some recent personal decisions by the CEO 
have been inconsistent with the Board’s expectations. Therefore, the Board has decided that his 
2016 STI will be reduced by 20%. Consequently, the Group CEO’s 2016 STI was adjusted to 
A$2,210,117 (or 50.2% of maximum opportunity). 

 50% of the Group CEO’s STI is deferred in the form of conditional rights vesting in two equal 
tranches over two years subject to service conditions and malus provisions.  

 The average STI awarded to executives, other than the Group CEO, was 61.1% of the maximum 
opportunity, 33% of which is deferred in the form of conditional rights.  

 The average STI awarded to executives, other than the Group CEO, in 2015 and 2014 was 57.9% 
and 39.1% of the maximum opportunity respectively.  

Long-term 
incentive (LTI) 

 LTI grants were made in 2016 in accordance with the target remuneration mix for each executive. 
 Performance hurdles for LTI awards made in 2012 and 2014 were tested in February 2017 and did 

not meet the level of performance required to vest. 
 No LTI has vested since awards were introduced in 2010. 

Awards vesting  Deferred equity awards (DEA) made under the 2010 DEA, 2012 DEA and 2014 STI plans vested 
during the year upon satisfaction of service conditions. 

Other payments  Russell Johnston was granted 50,000 conditional rights to QBE shares to compensate for 
incentives forfeited on ceasing his previous employment to join QBE. Vesting of these conditional 
rights is subject to the achievement of Group targets over three performance years and service 
conditions. The award will vest in three equal tranches on 15 March 2017, 2018 and 2019. 

Non-executive 
director fees 

 Total amount paid to non-executive directors in 2016 was A$3,113,000 (2015: A$2,957,000). 
 There were no increases to director fees in 2016 and none have been budgeted for 2017. 
 Total remuneration pool available to non-executive directors remained at A$3,500,000 in 2016. 

For 2017, the Board will be recommending for shareholders’ approval at the AGM that the pool be 
increased to A$4,000,000. This will allow scope for an increase in the number of directors on the 
Board, the formation of a new Operations and Technology Committee, as well as to enable the 
Group to manage the Board succession planning. 
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2.2 Realised 2016 remuneration 

 Overview 

QBE is required to disclose actual remuneration outcomes in the financial period under review. The values reported 
include the accrued STI cash award for the 2016 financial year and the value of any equity awards that vested during 
the year. The value of vested equity awards has been calculated using the closing share price on the vesting date. 

The figures in this table are different from those shown in the statutory table in section 6.1 of the Remuneration Report. 
For example, the statutory table includes an apportioned accounting value for all unvested equity held during the year, 
which remains subject to performance and service conditions and consequently may or may not ultimately vest. 

 

The table below sets out the actual value of the remuneration realised by executives in 2016. 

 REMUNERATION EARNED IN 2016 

DEFERRED 
EQUITY  

OUTCOME IN 2016   

EXECUTIVES 

FIXED 
REMUNERATION  

US$000 
STI CASH 1  

US$000 
OTHER 2  
US$000 

CONDITIONAL 
RIGHTS VESTED 3  

US$000 

TERMINATION 
BENEFITS 4  

US$000 

TOTAL 
REMUNERATION 

REALISED IN 2016 
US$000 

Group head office       
John Neal  1,635  821  97   476  – 3,029  
Jason Brown  520              347   27   172  –  1,066  
Colin Fagen 5  971  –     109   451  –  1,531 
Margaret Murphy 139               92  87  –    –  318 
Patrick Regan  1,189              992   103   1,174  –  3,458 
Divisional        
David Fried  920              576   1,547   415  –  3,458 
Russell Johnston  584              429   18  – –  1,031 
Richard Pryce  966              801   149   410  –  2,326 
Former executives        
David Duclos  475              296   17   367  –     1,155  
Mike Emmett  106                65  (10)  –     900   1,061  
Tim Plant  442              149   30   191   357   1,169  
Jenni Smith  462              303   57   92   457   1,371  
 
1 The STI cash amount in respect of performance in 2016 is payable in March 2017. For further details, refer to section 4.4 of the 

Remuneration Report. 
2 “Other” includes provision of motor vehicles, health insurance, spouse travel, staff insurance discount benefits received during the year, 

life assurance and personal accident insurance and the applicable taxes thereon. It also includes the deemed value of interest-free share 
loans, the movement in annual leave and long service leave provisions, tax payments and other one-off expenses. For David Fried, this also 
includes expatriate benefits including a housing allowance, education assistance, a cost of living adjustment and associated taxes thereon. 
For Margaret Murphy, this includes cost of relocation. 

3 The value of conditional rights has been determined by reference to the closing share price on the relevant vesting date. For Patrick Regan, 
this includes the second tranche of conditional rights granted on 20 August 2014 which vested on 1 March 2016. For further details, refer 
to section 6.4.3 of the Remuneration Report. 

4 “Termination benefits” in respect of Mike Emmett, Tim Plant and Jenni Smith includes apportioned fixed remuneration paid for the balance 
of the notice period to the termination date and STI cash awards from the date of ceasing to be a KMP to the date of termination. For Mike 
Emmett this also includes a redundancy payment and a restraint payment. For further details, refer to section 6.2 of the Remuneration Report. 

5 At the time of publishing the Remuneration Report, the 2016 STI award to Colin Fagen has not been determined. The award will be 
determined in accordance with the STI Plan Rules. 
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3. DETAILED REMUNERATION OUTCOMES FOR 2016 

 Overview 

This section explains the link between our reward framework and the key financial profit drivers that encourage achievement 
of Group business plans and create long-term shareholder value.  

The incentive structure and financial targets are approved annually by the Remuneration Committee. ROE and total 
shareholder return (TSR) are the primary measures for at-risk remuneration purposes. Achievement of these targets 
demonstrates the alignment between financial performance over time and incentive awards for Group executives. 

 

3.1 The impact of QBE’s 2016 performance on remuneration 

The table below shows 2016 Group and divisional financial performance targets for 2016 and the 2016 Group ROE and divisional return 
on allocated capital (RoAC) performance for executive incentive purposes. The ROE/RoAC targets reflect market factors in each division. 

 ROE/ROAC PERFORMANCE % 

 

NORTH 
AMERICAN 

OPERATIONS 
EUROPEAN 

OPERATIONS 

AUSTRALIAN & 
NEW ZEALAND 

OPERATIONS 
EMERGING  
MARKETS GROUP 

Threshold 3.3 6.5 9.7 5.6 6.0 
Target 7.8 11.5 14.7 13.6 8.5 
Superior 13.3 16.5 19.7 21.6 12.0 
Performance 6.8 12.7 11.7 13.0 8.4 
% achievement of target 82.2 112.1 52.5 93.8 97.7 

 
The table below shows the performance and total 2016 STI outcomes (both the cash and deferred portions) achieved by executives for 
the year ended 31 December 2016. 

  PERFORMANCE AS A % OF TARGET TARGET STI  ACTUAL STI OUTCOME 1 

 
GROUP 

ROE 
DIVISIONAL 

ROAC 
BALANCED 

SCORECARD 
TOTAL STI 
OUTCOME 

% OF FIXED 
REMUNERATION 

% OF FIXED 
REMUNERATION TOTAL 

STI 
CASH 

STI 
DEFERRED 

EXECUTIVES % % % % %  %  US$000 US$000 US$000 

Group head office          
John Neal 2 78.2 N/A 64.0 75.3 133.3 100.5 1,642 821 821 
Jason Brown 97.7 N/A 101.3 99.5 100.0 99.5 518 347 171 
Patrick Regan 97.7 N/A 127.5 103.7 120.0 124.4 1,480 992 488 
Colin Fagen 3 – – – – 100.0 –  –   –   –  
Margaret Murphy 4 97.7 N/A 100.0 98.2 100.0 98.2 137 92 45 
Divisional          
Russell Johnston 4 97.7 82.2 82.5 86.9 120.0 104.3 640 429 211 
David Fried 97.7 93.8 82.5 92.7 100.0 92.7 860 576 284 
Richard Pryce 97.7 112.1 115.6 108.5 100.0 108.5 1,196 801 395 
Former executives          
David Duclos 4 97.7 82.2 82.5 86.9 120.0 104.3 442 296 146 
Mike Emmett 4 97.7 N/A 82.5 94.7 100.0 94.7 97 65 32 
Tim Plant 4, 5 67.7 36.4 57.5 50.0 100.0 50.0 222 149 73 
Jenni Smith 4 97.7 N/A 82.5 94.7 100.0 94.7 452 303 149 
 
1 The STI award is calculated as a percentage of fixed remuneration as at 31 December 2016. 
2 As referred to in section 2.1, the STI award for John Neal was reduced by 20%. 
3 At the time of publishing the Remuneration Report, the 2016 STI award to Colin Fagen has not been determined. The award will be 

determined in accordance with the STI Plan Rules. 
4 The STI awards for Margaret Murphy, Russell Johnston, David Duclos, Mike Emmett, Tim Plant and Jenni Smith reflect the proportion of 2016 

during which they were KMP. 
5 The financial component of Tim Plant’s STI was reduced by 30% at the discretion of the Board.  
  

3. DETAILED REMUNERATION OUTCOMES FOR 2016

Overview

73
O

th
er  

in
fo

rm
atio

n

6

F
in

an
cial 

R
ep

o
rt

5

B
u

sin
ess 

rev
iew

2

P
erform

an
ce 

o
v

erv
iew

1

Q
B

E
 In

su
ran

ce G
ro

u
p

  
A

n
n

u
al R

ep
o

rt 20
16

3G
o

v
ern

an
ce

D
irecto

rs' 
R

ep
o

rt

4



Remuneration Report 
 

7 

3.2 Measuring performance 

 Overview 

All executives have 20% of their STI outcome determined with reference to individual key performance indicators (KPIs) 
(50% for the Group Chief Operations Officer, Colin Fagen, and the Group Chief Risk Officer Jason Brown, reflecting the 
specific priorities of their roles). A balanced scorecard of individual KPIs is used to ensure that a broader view of performance 
and specific strategic priorities is considered when assessing performance and incentive outcomes. 

The balanced scorecard is aligned with QBE’s business plans and measures objectives which support the elements of 
QBE’s value creation model.  

The balanced scorecard for each executive is reviewed by the Remuneration Committee to ensure it is appropriate. 
The table below sets out a summary of the key objectives for the Group Chief Executive Officer for 2016. The objectives 
for other executives are consistent. 

 

 

VALUE CREATION 
COMPONENT 2016 OBJECTIVES OUTCOME COMMENTS 

STRATEGIC 
MANAGEMENT 

 Achieve Group 
performance targets 

 Strengthen stress testing 
approach 

On target  Plan executed successfully in challenging 
markets and notwithstanding ANZO 
challenges 

 Business review and stress testing 
continues to provide stronger lead warnings 

PROFITABLE 
GROWTH AND 
DIVERSIFICATION 

 Achieve growth and 
profitability targets 
in Emerging Markets 

 Achieve new growth 
opportunities which 
support core strategy  

Slightly 
below target 

 Targets achieved in Latin America but 
profitability still challenged in Latin America 
where focus has been on rationalisation 
and remediation 

 Focus on strengthening core rather than 
new opportunities 

LEADERSHIP 
IN OUR CORE 
BUSINESS 

 Progress growth initiatives 
around core 

 Sponsor improved 
business retention 

 Embed data analytics 
 Strengthen distribution 

relationships 

On target  Good progress on Multinational capability 
 Customer retention improved by 1% across 

the business 
 Hub and spoke model designed to embed 

analytics with focus on customer, expense 
and claims insights. 70 active projects 
underway 

 Excellent relationships maintained although 
growth continues to be challenging 
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VALUE CREATION 
COMPONENT 2016 OBJECTIVES OUTCOME COMMENTS 

OPERATIONAL 
EXCELLENCE  
– GLOBAL 
REACH 
AND SCALE 

 Achieve run rate cost 
reduction of $100 million 

 Strengthen operating 
model to achieve 
synergies and economies 
of scale 

 15% reduction in 
reinsurance costs by 2018 

On target  Target achieved with plans for further 
reduction in 2017 

 Procurement, IT and HR centralised to 
achieve benefits of global solutions and 
economies of scale 

 Target exceeded in 2017 through lower 
brokerage and programme restructure 

FINANCIAL 
STRENGTH 
AND 
FLEXIBILITY 

 Drive strong cash flow 
remittances >$700 million 

 Maintain a strong capital 
position consistent with 
S&P ‘AA’  

 Achieve target investment 
return 

On target  Exceeded target, cash flow remittances 
of $1,100 million 

 Target achieved 
 Net investment return of 2.4%, slightly below 

target 

WORLD 
CLASS 
TALENT AND 
LEADERSHIP 

 Strengthen leadership 
and succession plans 
across QBE 

 Modernise culture and 
improve engagement 
scores by 5% 

 Achieve diversity targets 
 Implement corporate 

communications strategy 
to drive ONE QBE 
thinking 

Slightly 
below target 

 Executive leadership bench strength 
improved. Succession plans are developing 

 Engagement scores improved by 3% – still 
work in progress 

 Diversity statistics improving 
 Global Head of Communications recruited 

to drive communications strategy 

 

 
The Group CEO has had a commendable year and delivered a strong full year result for QBE. His performance is well regarded by the 
Board. However, both parties agree some recent personal decisions by the CEO have been inconsistent with the Board’s expectations. 
Therefore, the Board has decided that his 2016 STI will be reduced by 20%. 
 
 

  

Overview

VALUE CREATION 
COMPONENT

2016 
OBJECTIVES OUTCOME COMMENTS

Strategic 
management

Profitable 
growth and 
diversification

Leadership 
in our core 
business
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VALUE CREATION 
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3.3 Long-term performance and incentive outcomes 

The following table shows KPIs of the Group over the last five years. 

FINANCIAL RESULTS 2016 2015 2014 2013 2012 

Combined operating ratio  % 94.0 94.9 96.1 97.8 97.1 
Profitability measures        
Net profit (loss) after income tax (NPAT) US$M 844 687 742 (254) 761 
Diluted earnings per share US cents 60.8 49.8 55.8 (22.8) 61.6 
Weighted average risk-free discount rate 1 % 1.3 1.6 1.4 2.2 1.6 
Net investment yield % 2.4 2.3 2.4 2.6 4.1 
Return on equity        
Return on average shareholders’ funds  % 8.1 6.4 6.9 (2.3) 7.0 
ROE for STI purposes 2 %               8.4 7.8 8.1 N/A N/A 
Return to shareholders        
Dividend per share Australian cents 54  50 37 32 50 
Share price at 31 December A$ per share 12.42 12.59 11.21 11.51 10.90 
Underwriting profit US$M 668 629 547 341 453 
Total Shareholder Return 3 % 5.32 15.24 (0.37) 7.72 (11.44) 
 
1 Excludes the Argentine peso. 
2 For STI purposes, statutory ROE is adjusted in limited cases to better reflect underlying performance. These include an adjustment for 50% of 

any unbudgeted change in discount rates and to exclude the impact of unbudgeted acquisitions or divestments. 
3 Total Shareholder Return is a performance measure for LTI, being the change in the value of QBE’s share price over the year plus the value 

of reinvested dividends as a percentage of the QBE share price at the start of the year. 

 

 How performance translated to remuneration outcomes 

The chart on the right shows the return on average 
shareholders’ funds (i.e. Group statutory ROE) over 
the past five years and STI outcomes for the Group 
CEO as a percentage of maximum opportunity. This 
shows a high level of correlation between performance 
and STI outcomes and a steady improvement in 
results since 2013 as we have moved through a period 
of refocus and stabilisation. The status of performance 
against outstanding LTI awards is shown in the 
table below. 

STI outcomes and company performance 

 

LTI tracking of unvested awards 
  

    
 YEAR PERFORMANCE MEASURES  VESTING DATE TRACKING 

2012 Diluted EPS and statutory ROE/COR March 2017 Will not vest 
2013 Diluted EPS and statutory ROE/COR March 2018 Unlikely to vest 
2014 Statutory ROE and relative TSR March 2017 Will not vest 
2015 Statutory ROE and relative TSR March 2018 Tracking above threshold 
2016 Statutory ROE and relative TSR March 2019 Too early to measure 
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4. 2016 REMUNERATION EXPLAINED 

 Overview 

QBE’s remuneration strategy is designed to provide market competitive remuneration that motivates and retains QBE’s 
executives, aligned with the creation of sustained shareholder value. QBE’s executive remuneration structure comprises 
a mix of fixed and at-risk remuneration reflecting a balance of short and long-term incentives. This section provides an overview 
of the remuneration components and their link to strategy. 

 

4.1 QBE’s remuneration principles 

 Overview 

QBE’s remuneration principles have been developed to promote robust risk management practices to manage remuneration 
across the Group. These are summarised below. 

 

 

 

 

  

4. 2016 REMUNERATION EXPLAINED

Overview

Overview

 
Simple

At-risk reward 
methodology that is 
easily understood by 
internal stakeholders 

and transparent to 
external shareholders.

Linked  
to strategy

Incentive performance 
measures that provide 
significant alignment 

and linkage to QBE’s key 
strategic priorities.

Globally 
competitive

A common global 
remuneration design 

that provides flexibility 
to calibrate local 
financial targets, 
enabling QBE to 

compete in key markets.

 
Motivating

At-risk reward 
schemes that combine 

“stretch” targets and 
performance measures 

linked to statutory 
disclosures and business 

plans, providing 
transparency and 

motivating participants.

Shareholder 
aligned

Significant levels of 
deferred equity resulting 

from performance 
against key investor 

metrics that align 
reward arrangements 

to shareholder 
interests. Executive 

minimum shareholding 
requirements further 
link their interests to 

those of shareholders.

Reflect ONE QBE
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4.2 Remuneration framework  

The diagram below illustrates the payment profile for the Group CEO of the 2016 total remuneration framework. 

 

 

 

 
 

  

2016 2017 2018 2019 2020 2021

 Fixed remuneration

 STI – cash

 STI – deferred equity

 LTI equity
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4.2.1 Target remuneration mix 
 

 Overview 

QBE’s remuneration mix is designed to remunerate executives competitively and suitably reward for the achievement of the 
Group’s performance targets, whilst providing strong governance to protect the financial soundness of the Group and 
shareholders’ interests. 

The mix of total remuneration is reflective of an executive’s ability to influence QBE’s financial results, therefore the 
range is varied. The mix between short-term cash, deferred STI and LTI is focused towards the longer term time horizon, 
enhancing alignment with the delivery of QBE’s long-term strategy and shareholders’ interests.  

The diagram below shows the remuneration mix for 2016, assuming on-target performance.  

 
 
 

 

 

4.2.2 2016 maximum incentive opportunity 
The table below shows the 2016 maximum incentive opportunity for executives. In the case of STI, this is 150% of target opportunity. 

EXECUTIVES 
2016 INCENTIVE OPPORTUNITY AS A % OF FIXED REMUNERATION 

MAXIMUM STI % MAXIMUM LTI % MAXIMUM INCENTIVE % 

Group CEO 200 200 400 
Group CFO 180 150 330 
Group head office executives 150 75-125 225-275 
Divisional CEOs 150-180 100 250-280 
 

 
  

STI deferredSTI cashFixed LTI

23.1% 15.4%

21.7%

24.4%

20.6%

25.1%

22.3%

27.0%

36.4%

30.8%

31.3%

33.4%

10.7%

12.0%

10.1%

12.4%

11.0%

46.1%

40.6%

27.2%

38.5%

31.2%

33.3%

15.4%

Other divisional CEOs

CEO, North American Operations

Group Chief Operations Officer

Group head office executives

Group CFO

Group CEO

Overview

STI deferredSTI cashFixed LTI

23.1% 15.4%

21.7%

24.4%

20.6%

25.1%

22.3%

27.0%

36.4%

30.8%

31.3%

33.4%

10.7%

12.0%

10.1%

12.4%

11.0%

46.1%

40.6%

27.2%

38.5%

31.2%

33.3%

15.4%

Other divisional CEOs

CEO, North American Operations

Group Chief Operations Officer

Group head office executives

Group CFO

Group CEO
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4.3 Fixed remuneration 

The following outlines key details of executives’ fixed remuneration. 

Description 

Fixed remuneration comprises cash salary, superannuation/pension and packaged benefits, additional annual benefits and 
associated taxes.  

Additional annual benefits may include health insurance, life assurance, personal accident insurance, car allowances, expatriate benefits 
and the applicable taxes thereon. 

Excludes deemed interest on employee share loans and long service leave accruals. 

Delivered in accordance with terms and conditions of employment. 

Determining fixed remuneration levels 

Fixed remuneration considers the diversity, complexity and expertise required of individual roles. Remuneration quantum is set in the 
context of QBE’s broader reward strategy and internal relativities. 

To assess the competitiveness of fixed remuneration, the Remuneration Committee considers market data and recognised published 
surveys. In addition, external market reviews are undertaken periodically to inform the setting of competitive fixed remuneration levels. 

Executive roles that are Australian based are generally benchmarked to the ASX30 peer group of companies, with a specific focus on global 
companies and companies in the financial services industry.  

Overseas-based executives or roles that have a global reach are compared with a peer group consisting of global insurers. The peer group 
of companies used for remuneration benchmarking purposes in 2016 is set out in the table below: 

PEER GROUP DESCRIPTION 

ASX30 peer group Excludes infrastructure trusts and companies domiciled overseas. 

The financial services company sub-peer group is determined based on the industry classification listed on the 
ASX and includes commercial banks and insurers. 

The sub-peer group of global companies in the ASX30 is determined based on the global complexity of the 
organisation using the following criteria:  

 companies with greater than 25% revenue from overseas; and 
 companies operating in greater than two geographic locations. 

Global insurance 
peer group 

Consists of large, global insurance companies in the Dow Jones Insurance Titans Index excluding life and health 
insurance, reinsurance and insurance brokers. 

RSA and Hartford are included in this peer group given their similarities to QBE. 

 

  

Description

Determining fixed remuneration levels
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4.4 Short-term incentives 

The following outlines the key details of the STI plan. STI awards made in 2016 are summarised in section 3.1 of the Remuneration Report. 

Description 

The STI is a performance based incentive delivered in the form of an annual cash payment and a deferred award in the form of conditional 
rights to QBE shares. For executives in the United Kingdom, the deferred award is in the form of zero exercise price options (ZEPOs). 
Performance is measured over a 12 month period. 

Performance measures and rationale 

STI outcomes are based on performance against Group statutory ROE and divisional RoAC targets in the case of divisional executives, 
as well as individual performance against a balanced scorecard of KPIs relevant to each executive’s role. 

Group statutory ROE is calculated as statutory consolidated net profit after tax as a percentage of average shareholders’ funds. Statutory 
ROE was selected as it is transparent and a strong measure of value created for shareholders. The STI rules provide suitable discretion to the 
Remuneration Committee to adjust any formulaic outcome to ensure STI awards appropriately reflect performance. Adjustments are 
typically made in limited cases to better reflect underlying performance. These include an adjustment for 50% of any unbudgeted change in 
discount rates and to exclude the impact of unbudgeted acquisitions or divestments. For 2016, the only adjustment to ROE related to 
unbudgeted changes in discount rates. 

RoAC is calculated as the divisional management basis profit divided by allocated capital, as determined by the Group’s economic 
capital model.  

The balanced scorecard comprises financial and non-financial KPIs relevant to each executive’s role which are aligned to the QBE value 
creation model. Executive performance against the balanced scorecard is evaluated annually by the Group CEO and by the Chairman 
in respect of the Group CEO, through formal business review assessments.  

The following table details the weighting of the performance measures for the STI. 

 

 

Vesting schedule 

The STI vesting schedule is outlined below: 

  THRESHOLD  TARGET SUPERIOR 
% of STI opportunity achieved 20% 100% 150% 

Instrument and deferral mechanics 

67% of any STI award is delivered in cash (50% in the case of the Group CEO); and 

33% of any STI award is deferred as conditional rights to QBE shares (50% in the case of the Group CEO). 

Deferred STI vests in two tranches – 50% on the first anniversary of the award and the other 50% on the second anniversary of the award. 
Vesting is subject to service conditions and malus provisions during the deferral period. 

To calculate the number of conditional rights to be granted, the award value is divided by the volume weighted average sale price 
of QBE shares over the five trading days prior to the grant date. 

Notional dividends accrue during the deferral period. 

Instrument and deferral mechanics

Vesting schedule

Description

Group CEO, Group CFO and Group head office executives

Group Chief Operations Officer and Group Chief Risk Officer

Divisional CEOs

80% 20%

50% 50%

20%50%30%

Balanced ScorecardDivisional ROACGroup ROE

Performance measures and rationale
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Leaver provisions 

“Good leaver” provisions (e.g. retirement, redundancy, ill health, injury) will apply such that: 

 STI opportunity is reduced to a pro-rata amount to reflect the proportion of the performance year in service; 
 deferred awards remain in the plan subject to the original vesting conditions; and 
 on voluntary termination, dismissal or termination due to poor performance, all awards are forfeited. 

Malus provision 

STI deferral is subject to malus provisions, enabling awards to be either forfeited or reduced at the discretion of the Remuneration 
Committee. See section 4.6 of the Remuneration Report for more details on malus. 

 

4.5 Long-term incentives 

The following outlines the key details of the LTI plan. LTI awards made in 2016 are summarised in section 6.4.2 of the Remuneration Report. 

Description 

The LTI plan consists of an award of conditional rights to QBE shares. Conditional rights are awarded at no cost to the executive. 

LTI awards for the Group CEO and Group CFO in 2016 were approved by shareholders at the Annual General Meeting. 

Performance measures 

Vesting is subject to two performance conditions measured over a three year performance period: 

1. Average Group statutory ROE over three years – for 50% of the award. 

2. Relative TSR – for 50% of the award. 

LTI allocation 

To calculate the number of conditional rights to be granted, the award value is divided by the volume weighted average price of QBE shares 
over the five trading days prior to the grant date. 

Vesting schedules 

GROUP ROE 
The Group ROE vesting schedule for 2016 awards is outlined below: 

ROE PERFORMANCE 
PERCENTAGE OF CONDITIONAL RIGHTS IN THE ROE 
TRANCHE TO VEST 

Below 7.0% 0% 
At 7.0% 20% 
Between 7.0% and 10.6% Straight line between 20% and 100%  
At or above 10.6% 100% 
 

The Remuneration Committee may use, and intends to use, discretion when assessing the extent to which the Group statutory ROE 
performance target has been met, to adjust the vesting outcome upwards or downwards in circumstances where there has been a material 
variance in the risk-free discount rate over the performance period from that assumed when setting the target. This acknowledges that 
QBE’s results are heavily influenced by movements in risk-free discount rates that are beyond the influence of participants. 
  

Leaver provisions

Malus provisions

Description

Vesting schedules

Performance measures

LTI allocation
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RELATIVE TOTAL SHAREHOLDER RETURN 
The relative TSR vesting schedule is outlined below: 

QBE RTSR RANKING RELATIVE TO THE COMPARATOR GROUP 
PERCENTAGE OF CONDITIONAL RIGHTS IN THE RTSR 
TRANCHE TO VEST 

Less than the 50th percentile 0% 
At the 50th percentile 50% 
Between the 50th and the 75th percentile Straight line between 50% and 100% 
75th percentile or greater 100% 
 

The relative TSR comparator group will generally consist of companies in the Dow Jones Insurance Titans Index group adjusted for those 
with most relevance to QBE’s business operations. The comparator group for the 2016 LTI award is Allstate Corp (US), Allianz SE-Reg 
(Germany), American International Group (US), Assicurazoni Generali (Italy), Aviva Plc (UK), AXA – SA (France), Chubb Corp (US), 
IAG Ltd (Australia), RSA Group (UK), Suncorp Group Ltd (Australia), The Hartford (US), The Travellers Cos Inc (US), QBE Insurance 
Group Ltd (Australia) and Zurich Insurance Group (Switzerland). 

Vesting of LTI 

Following assessment of performance measures at the end of the three year performance period, conditional rights will vest in three 
tranches as set out in the table below, subject to service conditions and malus provisions. 

TRANCHE VESTING DATE 
PORTION OF ELIGIBLE CONDITIONAL 

RIGHTS TO VEST 

1 End of the three year performance period 33% 
2 First anniversary of the end of the performance period 33% 
3 Second anniversary of the end of the performance period 34% 
 

“Good leaver” provisions (e.g. retirement, redundancy, ill health, injury) will apply such that a pro-rata amount (applied over the three year 
performance period) of LTI conditional rights remain subject to the original performance and vesting conditions. 

Notional dividends accrue during the vesting period. 

Malus 

LTI is subject to malus provisions such that awards may be either forfeited or reduced at the discretion of the Remuneration Committee. See 
section 4.6 of the Remuneration Report for more details on malus. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Vesting of LTI

Malus
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4.6 Keeping executives’ and shareholders’ interests aligned 

QBE has a number of practices which ensure executives’ interests are aligned with those of QBE’s shareholders. 

Minimum shareholding 

The minimum shareholding requirement (MSR) encourages executives to build their shareholding and ensures they have significant 
exposure to QBE’s share price and, by doing so, confirms their long-term interests are aligned with shareholders. 

Under the requirement, all executives must accumulate a minimum shareholding in QBE equivalent to one year’s fixed remuneration and 
1.5 times fixed remuneration for the Group CEO by 31 March each year. From 2017, the MSR will increase to 3.0 times fixed remuneration 
for the Group CEO and 1.5 times for other executives. This minimum holding is to be maintained for as long as the executive remains 
employed by QBE. New executives are required to build their shareholding over a three year period after becoming an executive. 

For the 2016 test, the following components were included in the calculation:  

 all fully owned shares – using the closing share price as at 1 April 2016; and 
 all unvested conditional rights without a performance condition – using the greater of the value at grant date and the closing share price 

as at 1 April 2016. 
If an executive does not meet the minimum shareholding at the annual review date, QBE may impose a restriction on the future sale of any 
equity grants. Individual executive requirements are recalculated annually to consider fixed remuneration increases and changes in the 
share price or exchange rates. 

The total shareholding investment of executives against the MSR at the 2016 test date (31 March 2016) is shown in the table in section 9.4 
of the Remuneration Report. 

Malus 

The “malus” provision gives the Remuneration Committee discretion to reduce the amount of an unvested award (including to zero) 
in certain circumstances during the retention period including in the case of: 

 serious misconduct; or 
 circumstances that materially undermine the reputation or performance of QBE; and 
on the basis that, in each case, the conduct or circumstances were not foreseen at the time of granting the award. 

This provision reflects best practice and QBE’s obligations under APRA’s prudential standard CPS 510 to incorporate terms allowing 
for the adjustment of incentive awards to protect QBE’s financial soundness and ability to respond to unforeseen significant issues. 

Treatment of conditional rights on a change in control of QBE 

In accordance with the STI and LTI rules, a change in control is defined as either a scheme of arrangement that has been approved 
by QBE’s shareholders or a bidder has at least 50% of the issued and to be issued QBE shares under an unconditional takeover offer 
made in accordance with the Corporations Act 2001.  

Should a change in organisational control occur, the Remuneration Committee has discretion to determine how unvested conditional 
rights should be treated, having regard to factors such as the length of time elapsed in the performance period, the level of performance 
to date and the circumstances of the change of control. 

Trading policy 

Trading in QBE ordinary shares is generally permitted outside of designated blackout periods. The QBE Share Trading Policy states that 
non-executive directors and executives should notify any intended share transaction to nominated people within the Group.  

The policy prohibits the hedging of unvested equity entitlements by executives. The purpose of this prohibition is to ensure that, until equity 
has vested, there is an alignment between the interests of executives and shareholders, with the effect that share price movements (either 
positive or negative) will economically impact executive rewards. There is a further restriction on hedging vested equity entitlements if such 
entitlement counts towards the executive’s minimum shareholding requirement. 

The policy is enforced by requiring non-executive directors and executives to sign an annual declaration that confirms compliance with 
the restrictions on hedging. A copy of QBE’s trading policy for dealing in securities is available from www.group.qbe.com/corporate-
governance/background-documents. 

Dilution limits for share plans 

Shares awarded under QBE’s employee share plans may be purchased on market or issued subject to Board discretion and the 
requirements of the Corporations Act 2001 and the ASX Listing Rules. 

At 31 December 2016, the proportion of shares and unvested conditional rights and options held in the QBE Employee Share Plan 
is 2.43%. This is significantly less than the maximum of 10% over a 10 year period allowed under the plan rules. 

Malus

Dilution limits for share plans

Trading policy

Treatment of conditional rights on a change in control of QBE

Minimum shareholding
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5. REMUNERATION GOVERNANCE 

QBE has a robust remuneration governance framework overseen by the QBE Group Board. 

 

 

Further details on the role and scope of the Remuneration Committee are set out in the QBE Remuneration Committee charter (available 
from www.group.qbe.com/corporate-governance/background-documents). 

  

QBE Group Board

Remuneration Committee

• Overall responsibility for the remuneration strategy and outcomes for executives and non-executive directors.

• Reviews and, as appropriate, approves recommendations from the Remuneration Committee.

Reviews and recommends 
for approval to the 
QBE Group Board

• Remuneration strategy and 
framework for executives and 
non-executive directors.

• Contractual arrangements for the 
Group CEO and other executives.

• Fixed remuneration and at-risk 
reward for the Group CEO and 
other executives.

• Group remuneration policy.

Makes recommendations to the 
Remuneration Committee on:

• Incentive targets and outcomes.

• Balanced scorecard 
measures and assessment 
for direct reports.

• Remuneration policy for 
all employees.

• Long-term 
incentive participation.

• Individual remuneration and 
contractual arrangements 
for executives.

Provide independent 
advice to the Remuneration 
Committee on:

• Management proposals.

• Benchmark data and 
market practice.

 

Reviews 
and approves

• Executive termination payments.

• Reward structures and 
incentive schemes in line 
with APRA’s prudential 
standard on governance.

• Major human resources 
policies relating to incentive 
schemes, equity schemes and 
superannuation plans.

 

Oversees  
and monitors

• The executive succession 
planning framework.

• Compliance with 
statutory remuneration 
reporting disclosures.

• Diversity and inclusion.

• The QBE Foundation.

Group CEO External advisors

Consisting of non-executive 
directors of QBE’s divisional 
boards, provide input to the 
Remuneration Committee 
and the Group CEO on:

• Remuneration practices 
of the respective division.

• Ongoing compliance 
with regulatory 
remuneration requirements.

• Individual remuneration and 
contractual arrangements 
for senior employees 
reporting to the divisional 
CEO and any other 
employees specified by the 
relevant regulations.

Divisional Remuneration 
Committees

5. REMUNERATION GOVERNANCE
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5.1 Use of remuneration consultants 

Remuneration consultants provide guidance on remuneration for executives, facilitate discussion, review remuneration and at-risk reward 
benchmarking within industry peer groups and provide guidance on current trends in executive remuneration practices. 

Any advice provided by remuneration consultants is used as a guide and is not a substitute for consideration of all the issues by each 
non-executive director on the Remuneration Committee. 

The Remuneration Committee retained UK based firm FIT Remuneration Consultants LLP (FIT) to act as its independent remuneration 
adviser. Having received a declaration by FIT that they were not unduly influenced by QBE executives in regard to their remuneration 
recommendations, the Remuneration Committee and the Board are satisfied that the advice provided by FIT during 2016 was provided 
free from undue influence. 

The cost of advice and assistance provided by FIT in 2016 was $157,000. 

During 2016, management requested reports on market practice from PwC and other sources. No recommendations in relation to the 
remuneration of KMP were provided as part of these engagements. 

 

5.2 Risk management 

The Remuneration Committee works closely with Group Risk to ensure that any risk associated with remuneration arrangements 
is managed within the Group’s risk management framework. Risk oversight policies exist within the remuneration governance 
framework to ensure executives cannot unduly influence a decision that could materially impact their own incentive outcome.  

Global risk KPIs are included in executives balanced scorecards providing direct alignment between adherence to QBE’s risk management 
process and incentives. In addition, the Group Chief Risk Officer attends the Remuneration Committee annually to report on executive 
risk behaviours. 

The Group Board approves a comprehensive delegated authority for the Group CEO, which is an integral part of QBE’s risk 
management process.  

Executives are required to adhere to a range of Group-wide policies to ensure risk taking is well managed, strong governance structures 
are in place and high ethical standards are maintained. These policies are communicated to all employees throughout the Group. 

  

Remuneration Report CONTINUED
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6. REMUNERATION IN DETAIL  

6.1 Statutory remuneration disclosures 

 Overview 

The following table provides details of the remuneration of QBE’s executives as determined by reference to applicable 
Australian Accounting Standards (AASB) for the financial year ended 31 December 2016. Remuneration has been 
converted to US dollars using the average rate of exchange for the relevant year. 

 
 

  
SHORT-TERM EMPLOYMENT 

BENEFITS 

POST 
EMPLOYMENT 

BENEFITS 

OTHER 
LONG-TERM 
EMPLOYEE 

BENEFITS 

SHARE-
BASED 

PAYMENTS 1   

  
BASE 

SALARY OTHER 2 
STI 

CASH 3 SUPERANNUATION 
LEAVE 

ACCRUALS 4 
CONDITIONAL 

RIGHTS 5 
TERMINATION 

BENEFITS TOTAL 
EXECUTIVES YEAR US$000 US$000 US$000 US$000 US$000 US$000 US$000 US$000 

Group head office          
John Neal 2016 1,635 113 821  –  (16) 1,975  –  4,528 
 2015 1,631 79 330  –  (13) 1,232  –  3,259 
Jason Brown 2016 506 2 347 15 25 377  –  1,272 
 2015 501 39 310 14 26 377  –  1,267 
Colin Fagen 6 2016 956 22  –  15 87 748  –  1,828 
 2015 844 40 465 14 57 708  –  2,128 
Margaret Murphy 2016 127 80 92 12 7 17  –  335 
 2015  –   –   –   –   –   –   –   –  
Patrick Regan 2016 1,189 94 992  –  9 1,439  –  3,723 
 2015 1,190 34 412  –  (9) 2,155  –  3,782 
Divisional          
David Fried 2016 906 1,539 576 21  –  668  –  3,710 
 2015 899 1,235 501 21  –  573  –  3,229 
Russell Johnston 2016 571 11 429 21  –  367  –  1,399 
 2015  –   –   –   –   –   –   –   –  
Richard Pryce 2016 966 149 801  –   –  910  –  2,826 
 2015 1,085 166 985  –   –  775  –  3,011 
Former executives          
David Duclos 7 2016 462 9 296 21  –  439  –  1,227 
 2015 1,000 19 729 23  –  826  –  2,597 
Mike Emmett 8 2016 106 1 65  –  (12) 49 1,397 1,606 
 2015 678 31 339 14 24 449  –  1,535 
Tim Plant 8 2016 428 5 149 15 25 241 832 1,695 
 2015 270 20 140 9 (10) 318  –  747 
Jenni Smith 8 2016 448 18 303 15 39 199 813 1,835 
 2015 556 23 279 14 28 224  –  1,124 
Total 2016 2016 8,300 2,043 4,871 135 164 7,429 3,042 25,984 
Total 2015 2015 8,654 1,686 4,490 109 103 7,637  –  22,679 
 
1 The fair value at grant date of options and conditional rights is determined using appropriate models including Monte Carlo simulations, 

depending on the vesting conditions. The fair value of each conditional right is recognised evenly over the service period ending at vesting 
date. Details of grants of conditional rights are provided in section 6.4 of the Remuneration Report. 

2 “Other” includes provision of motor vehicles, health insurance, spouse travel, staff insurance discount benefits received during the year, life 
assurance and personal accident insurance and the applicable taxes thereon. It also includes the deemed value of interest-free share loans, 
tax payments and other one-off expenses. For David Fried, this also includes expatriate benefits including a housing allowance, education 
assistance, a cost of living adjustment and associated taxes thereon. For Margaret Murphy, this includes cost of relocation. 

3 Cash STI is payable in March 2017 for performance in 2016.  
4 Includes the movement in annual leave and long service leave provisions during the year. 
5 For Patrick Regan this includes the conditional rights granted on 20 August 2014. For further details, refer to section 6.4.3 of the 

Remuneration Report. 
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6 At the time of publishing the Remuneration Report, the 2016 STI award to Colin Fagen has not been determined. The award will be 
determined in accordance with the STI Plan Rules. 

7 David Duclos ceased being a KMP on 31 May 2016. He remains a QBE employee in an alternate position. 
8 “Termination benefits” in respect of Mike Emmett, Tim Plant and Jenni Smith includes apportioned fixed remuneration paid for the balance 

of the notice period to the termination date, STI cash awards from the date of ceasing to be a KMP to the date of termination and the 
accelerated accounting charge or reversal of equity vesting or cancellation. For Mike Emmett this also includes a redundancy payment and 
a restraint payment. For further details, refer to section 6.2 of the Remuneration Report. 

6.2 Former executives 

The table below shows remuneration of executives who ceased employment during the financial year ended 31 December 2016, 
as determined under applicable Australian Accounting Standards.  

FORMER EXECUTIVES 

APPORTIONED FIXED 
REMUNERATION TO 

TERMINATION DATE 1 
US$000 

STI CASH 2 
US$000 

STI 
DEFERRED 3 

US$000 

OTHER 
TERMINATION 

PAYMENTS 4 

US$000 

ACCELERATED 
ACCOUNTING CHARGE  

– CONDITIONAL RIGHTS 5 
US$000 

TOTAL 6 

US$000 
Mike Emmett  239   374   204   289   291   1,397  
Tim Plant  357   -     55   24   396   832  
Jenni Smith  396   61   121   40   195   813  
 
1 Apportioned fixed remuneration from the date of ceasing to be a KMP to the date of termination of employment. 
2 Apportioned STI cash from the date of ceasing to be a KMP to the date of termination of employment. 
3 Apportioned STI deferred from the date of ceasing to be a KMP to the date of termination of employment. 
4 “Other termination payments” includes redundancy payments and movement in annual leave and long service leave provisions during the 

year. 
5 Accounting charge accelerated or reversed due to termination. 
6 Amounts have been converted to US dollars using the average rate of exchange for the 2016 year. 
 

6.3 Equity-based remuneration 

Executive investment in QBE as at 31 January 2017 
The table below shows the investment exposure of QBE’s executives as at 31 January 2017. Amounts in the table include relevant 
interests but do not include interests attributable to personally related parties. 

EXECUTIVES 

ORDINARY 
 SHARES 
NUMBER 

CONDITIONAL 
RIGHTS 

NUMBER 

TOTAL 
POTENTIAL 

SHARES IN QBE 
AT 31 JAN 2017 

NUMBER 

VALUE OF 
POTENTIAL 

SHARES IN QBE 
AT 31 JAN 2017 

US$000 

COST TO REPAY 
SHARE LOANS 

US$000 

NET INVESTMENT 
IN QBE 

AT 31 JAN 2017 1 
US$000 

Group head office       
John Neal 292,178 1,399,612 1,691,790 16,002 –  16,002 
Jason Brown 62,310 208,468 270,778 2,561 (3) 2,558 
Colin Fagen 89,374 501,742 591,116 5,591 (267) 5,324 
Margaret Murphy –  25,720 25,720 243 –  243 
Patrick Regan 552,214 903,008 1,455,222 13,765 –  13,765 
Divisional       
David Fried 41,999 398,142 440,141 4,163 –  4,163 
Russell Johnston 30,000 158,792 188,792 1,786 –  1,786 
Richard Pryce 76,899 558,241 635,140 6,008 –  6,008 
 
1 The closing share price at 31 January 2017 was A$12.50 ($9.46 using the 31 January 2017 closing rate of exchange). 
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6.4 Conditional rights 

 Overview 
 
Equity awards at QBE are granted in the form of conditional rights. A conditional right is a promise by QBE to acquire 
one fully paid ordinary QBE Insurance Group Limited share where certain conditions are met.  

 

6.4.1 Deferred equity awards 
The table below details conditional rights provided under the terms of the STI Plan, QBE Incentive Scheme (QIS) (which ceased from 
1 January 2014) and contractual arrangements. Further details are provided in sections 4.4 and 9.1 of the Remuneration Report. 

EXECUTIVES 

CONDITIONAL 
RIGHTS GRANTED 

IN THE YEAR 
NUMBER 

VALUE OF 
CONDITIONAL 

RIGHTS AT 
GRANT DATE 

US$000 

CONDITIONAL 
RIGHTS VESTED 
AND EXERCISED 

IN THE YEAR 
NUMBER 

VALUE OF 
CONDITIONAL 

RIGHTS AT 
VESTING DATE 

US$000 

CONDITIONAL 
RIGHTS 

FORFEITED/ 
LAPSED IN THE 

YEAR 
NUMBER 

VALUE OF 
CONDITIONAL 

RIGHTS AT 
FORFEITURE/ 
LAPSE DATE 

US$000 

Group head office       
John Neal 100,546 840 55,334 476 –  –  
Jason Brown 18,607 155 14,192 122 –  –  
Colin Fagen 27,913 233 52,337 451 –  –  
Margaret Murphy –  –  –  –  –  –  
Patrick Regan 44,739 374 7,603 64 –  –  
Divisional       
David Fried 31,590 264 50,074 415 –  –  
Russell Johnston –  –  –  –  –  –  
Richard Pryce 56,491 472 48,415 410 –  –  
Former executives       
David Duclos 46,000 384 44,814 367 –  –  
Mike Emmett –  –  –  –  –  –  
Tim Plant 15,287 128 22,170 191 –  –  
Jenni Smith 16,723 140 10,747 92 –  –  
 

6.4.2 Long-term incentive plan 
The table below details conditional rights provided under the terms of the LTI plan. LTI conditional rights are subject to future performance 
hurdles as detailed in section 4.5 of the Remuneration Report. 

EXECUTIVES 

CONDITIONAL 
RIGHTS GRANTED 

IN THE YEAR 
NUMBER 

VALUE OF 
CONDITIONAL 

RIGHTS AT 
GRANT DATE 1 

US$000 

CONDITIONAL 
RIGHTS VESTED 
AND EXERCISED 

IN THE YEAR 
NUMBER 

VALUE OF 
CONDITIONAL 

RIGHTS AT 
VESTING DATE 

US$000 

CONDITIONAL 
RIGHTS 

FORFEITED/ 
LAPSED IN THE 

YEAR 
NUMBER 

VALUE OF 
CONDITIONAL 

RIGHTS AT 
FORFEITURE/ 
LAPSE DATE 

US$000 

Group head office       
John Neal 402,194 2,767 –  –  –  –  
Jason Brown 47,989 313 –  –  –  –  
Colin Fagen 148,537 970 –  –  –  –  
Margaret Murphy 25,720 141 –  –  –  –  
Patrick Regan 219,378 1,509 –  –  –  –  
Divisional       
David Fried 118,824 776 –  –  –  –  
Russell Johnston 107,719 649 –  –  –  –  
Richard Pryce 145,227 948 –  –  –  –  
Former executives       
David Duclos 196,222 1,281 –  –  –  –  
Mike Emmett –  –  –  –  29,964 258 
Tim Plant 86,837 567 –  –  70,675 553 
Jenni Smith 52,788 345 –  –  50,835 341 
 
1 The value at grant date is calculated in accordance with AASB 2 Share-based Payment. 
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6.4.3 Future-performance conditional rights 
The table below details conditional rights provided as remuneration to executives during 2016. 

EXECUTIVES 

CONDITIONAL 
RIGHTS GRANTED 

IN THE YEAR 
NUMBER 

VALUE OF 
CONDITIONAL 

RIGHTS AT 
GRANT DATE 1 

US$000 

CONDITIONAL 
RIGHTS VESTED 
AND EXERCISED 

IN THE YEAR 
NUMBER 

VALUE OF 
CONDITIONAL 

RIGHTS AT 
VESTING DATE 

US$000 

CONDITIONAL 
RIGHTS 

FORFEITED/ 
LAPSED IN THE 

YEAR 
NUMBER 

VALUE OF 
CONDITIONAL 

RIGHTS AT 
FORFEITURE/ 
LAPSE DATE 

US$000 

Group head office       
John Neal 60,328 227 –  –  –  –  
Jason Brown –  –  5,960 50 2,555 22 
Patrick Regan 40,672 153 135,008 1,110 –  –  
Russell Johnston 50,000 428 –  –  –  –  
Former executives       
Mike Emmett –  –  –  –  25,385 218 
 
1 The value at grant date is calculated in accordance with AASB 2 Share-based Payment. 

 

6.5 Employment agreements 

The table below summarises the material terms of the employment agreements for the current executives which are subject to applicable 
laws. The terms and conditions of employment of each executive reflect market conditions at the time of their contract negotiation 
on appointment and thereafter. 

CONTRACTUAL TERM 
EXECUTIVES 
AFFECTED CONDITIONS 

Duration of contract All Permanent full-time employment contract until notice given by either party. 

Notice to be provided 
by executive or QBE 

All Notice period is 12 months for John Neal.  

For Russell Johnston, notice required by QBE is 12 months, reducing to six months after 
18 months of service. 
Other executives’ notice periods are six months. 

QBE may elect to make a payment in lieu of notice. 

Treatment of incentives 
on involuntary termination 

All On termination with cause or for poor performance 

All unvested incentives are forfeited. 

On termination without cause 
For STI in the year of termination, the executive remains eligible to be considered for 
an award on a pro-rata basis with any award to be determined following the end of the 
performance year and subject to the standard deferral arrangements. 

Unvested deferred STI conditional rights remain in the plan subject to the original vesting 
dates and malus provisions. 

A pro-rata number of LTI conditional rights, reflecting the portion of the three year 
performance period the executive was in service, remain in the plan subject to the original 
performance and vesting conditions. Legacy LTI awards generally remain in the plan 
subject to the original performance and vesting conditions; however, the Remuneration 
Committee has discretion to vest these awards.  

Legacy QIS-DEA awards generally remain in the plan subject to the original vesting conditions. 

Treatment of incentives 
on voluntary termination 

All All unvested incentives are forfeited. 

Deferred bonus John Neal Three weeks’ fixed remuneration for each year of service capped at 12 months’ 
fixed remuneration on termination if not due to resignation, termination without notice, 
poor performance or serious misconduct. 

Post-employment restraints John Neal 12 month non-compete and non-solicitation.  

 All others Six month non-compete and non-solicitation. 
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7. EXECUTIVE REMUNERATION CHANGES FOR 2017  

7.1 The Executive Incentive Plan 

For 2017, we are introducing the EIP which effectively combines STI and LTI into a single, simpler incentive plan. The EIP balances both 
short and long-term performance through an annual award based on performance against a range of financial metrics that measure 
progress against longer-term strategy, with a significant portion of the award made in deferred equity. The diagram below illustrates the 
payment profile for the Group CEO of the revised remuneration framework to apply in 2017. 

2016       2017 
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7.2 Group CEO incentive opportunity 

The incentive opportunity in the EIP is the sum of the existing STI 
opportunity, plus the face-value of the LTI award discounted for the 
fact that the outcome in the EIP is based on one-year performance 
measures rather than three.  

For the Group CEO, the discount applied is 50% meaning that the 
maximum EIP opportunity is 350%. The target EIP opportunity for 
achieving business plan targets is 233% 

 

 

 

 

The EIP creates long-term shareholder alignment through the building of significant share ownership as deferred equity awards are 
earned. The diagram below illustrates how the Group CEO shareholding, as a multiple of fixed remuneration, would build up if annual 
business plans are met. 
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7.3 Performance measures 

 

Group financial performance measures 

For 2017, statutory ROE will be replaced with two Group measures, being cash ROE and COR. We believe this provides a better balance 
between alignment with shareholders and rewarding performance within the control of our people. The features of the Group financial 
performance measures are summarised in the table below. 

 
FEATURE CASH ROE COR 

Definition Net cash profit divided by average shareholders’ 
funds. In accordance with existing policy and while 
we manage an unmatched asset-liability position with 
regards to duration, an adjustment for 50% of the 
impact of movements in risk-free discount rates 
will apply. 

Net claims, commissions and expenses as a percentage 
of net earned premium (measured on an ex-discount 
rate basis). 

Rationale Cash ROE will generally be measured on the same 
basis as that used to determine shareholder dividends. 
As a principle, losses due to unbudgeted amortisation/ 
impairment of intangibles will, other than in exceptional 
circumstances, be added back to cash ROE so that 
executives remain accountable for the management 
of intangible assets. 

COR has been introduced as it is the most relevant 
measure of the profitability of our insurance operations 
and therefore success. It is widely used externally for 
non-life insurance companies. 

In the divisions, we will also use divisional COR, 
replacing RoAC. 

Adjustments Any other items (such as material acquisitions or divestments) not included in the business plan and deemed 
appropriate by the Remuneration Committee. For 2017, an adjustment will be made for the impact of changes, if 
any, to the Ogden tables in the UK beyond the provision included in the business plan. 

The Board will retain an overarching discretion to adjust formulaic outcomes upwards or downwards to properly 
reflect performance. 

Strategic priorities 

We have broadened our view of performance to include measures linked to annual milestones in achieving our three-year strategic 
priorities that in turn lead to value creation in future years. These measures account for 15% of the EIP outcome. The measures are 
expected to evolve over time as our strategy and focus evolves. As such, we will in future contemplate using human capital measures, 
such as employee engagement, that reflect our cultural objectives; however, measures will be quantifiable, typically be no more than three 
in number and will apply where relevant at a divisional level. For 2017 the strategic priorities will be: 

1. Operational efficiency, measured by expense savings generated through operational excellence, automation and sourcing 
capability; and 

2. Claims excellence, measured by savings generated through leveraging and improving our global claims capabilities and 
insights through data analytics. 

Balanced scorecard 

The balanced scorecard will continue to comprise financial and non-financial KPIs that are relevant the executive’s role and aligned to the 
QBE value creation model. 

 

  

Group
Cash ROE (25%) and COR (40%) 

Balanced  
scorecard

(20%)

Group strategic 
priorities

(15%)

Group financial performance measures

Strategic priorities

Balanced scorecard
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7.4 Summary of key features 

The table below summarises the key features of the EIP changes. 

FEATURE 

2016 INCENTIVE PLANS 2017 

STI LTI EIP 

Group CEO 
incentive 
components 

 STI cash (50%) 
 STI deferred equity (50%) 

 LTI equity (100%)  EIP cash (20%) 
 EIP deferred equity (80%) 

Group CEO 
maximum incentive 
opportunity 

 200%  200%  350% 

Performance period  1 year  3 years  1 year 
Equity deferral 
period 

 1-2 years from end 
of performance period 

 3-5 years from start 
of performance period 

 1-4 years from 
end of performance period 

Performance 
measures 

 Group statutory ROE 
 Divisional RoAC 

(for divisional CEOs) 
 Balanced scorecard 

 Group statutory ROE 
 Relative TSR 

 Group cash ROE 
 Group COR 
 Group/divisional strategic priorities 
 Divisional COR (for divisional 

CEOs) 
 Balanced scorecard 

Post-employment 
conditions 
(deferred equity) 

 Unvested awards remain in the 
plan subject to the original vesting 
conditions and dates 

 On resignation or termination for 
cause, all awards are forfeited 

 Unvested awards pro-rated for 
portion of performance period 
completed and award remains 
in the plan subject to the original 
vesting conditions and dates 

 On resignation or termination for 
cause, all awards are forfeited 

 Unvested awards remain in the 
plan subject to the original vesting 
conditions and dates 

 On resignation or termination for 
cause, all awards are forfeited 

Malus  Subject to malus during the 
vesting period 

 Subject to malus during the 
vesting period 

 Subject to malus during the 
vesting period 

Executive minimum 
shareholding 
requirement 
 

 Group CEO: 1.5 times fixed remuneration 
 Executives: 1.0 times fixed remuneration 

 Group CEO: 3.0 times fixed 
remuneration 

 Executives: 1.5 times fixed 
remuneration 

 

  

Remuneration Report CONTINUED

94



Remuneration Report 
 

28 

8. NON-EXECUTIVE DIRECTOR REMUNERATION 

8.1 Remuneration philosophy 

Non-executive director remuneration reflects QBE’s desire to attract, motivate and retain experienced independent directors and to ensure 
their active participation in the Group’s affairs for the purposes of corporate governance, regulatory compliance and other matters. 
QBE aims to provide a level of remuneration for non-executive directors comparable with its peers, which include multinational financial 
institutions. The Board reviews surveys published by independent remuneration consultants and other public information to ensure that 
fee levels are appropriate. The remuneration arrangements of non-executive directors are distinct and separate from the executives. 
Non-executive directors do not have formal service agreements. 

 

8.2 Fee structure and components 

The aggregate amount approved by shareholders at the 2015 AGM was A$3,500,000 per annum.  

Under the current fee framework, non-executive directors receive a base fee expressed in Australian dollars. In addition, a non-executive 
director (other than the Chairman) may receive further fees for chairmanship or membership of a board committee.  

No change was made to non-executive remuneration during 2016. 

Active committees in 2016 were as follows: 

 Audit Committee 
 Investment Committee 
 Remuneration Committee 
 Risk and Capital Committee 
 Operations and Technology Committee (from 1 September 2016) 
The non-executive director fee structure for 2016 and 2015 is shown in the table below. 

FEE FRAMEWORK 
2016 

A$000 
2015 

A$000 

Chairman base fee 663 663 
Deputy Chairman base fee 229 229 
Non-executive director base fee 208 208 
Committee chairman base fee 50 50 
Committee membership fee 27 27 
 

8.3 Other benefits 

Non-executive directors do not receive any performance-based remuneration such as cash incentives or equity awards. Under QBE’s 
constitution, non-executive directors are entitled to be reimbursed for all travel and related expenses properly incurred in connection with the 
business of QBE. All non-executive directors receive an annual cash travel allowance of A$42,750 (A$64,000 for the Chairman) in addition 
to fees for the time involved in travelling to Board meetings and other Board commitments.  

Superannuation 
QBE pays superannuation to Australian-based non-executive directors in accordance with Australian superannuation guarantee legislation. 
Overseas-based non-executive directors receive the cash equivalent amount in addition to their fees.  
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8.4 Minimum shareholding requirement 

With effect from 1 April 2014, a non-executive director minimum shareholding requirement was introduced for the Group Board. Under this 
requirement, directors have five years to build a minimum shareholding equal to 100% of annual base fees. 

To assist current and new non-executive directors in meeting the requirement, a Director Share Acquisition Plan (DSAP) was established 
with effect from 1 June 2014. The DSAP allows non-executive directors to sacrifice a portion of their pre-tax director fees to acquire QBE 
shares. Where the minimum shareholding requirement has not been met, directors are required to sacrifice a mandatory minimum amount 
of 20% of pre-tax fees into the DSAP until the minimum shareholding is met. Shares acquired in this way are not subject to performance 
targets, as they are acquired in place of cash payments. 

Directors’ shareholdings are shown in section 9.4 of the Remuneration Report. 

 

8.5 Remuneration details for non-executive directors 

The table below details the nature and amount of each component of the remuneration of QBE’s non-executive directors. 

NON-EXECUTIVE DIRECTOR 

 
SHORT-TERM 

EMPLOYMENT BENEFITS POST EMPLOYMENT BENEFITS  

 FEES 1 OTHER 
SUPERANNUATION  

– SGC 2 
SUPERANNUATION  

– OTHER TOTAL 3 
YEAR US$000 US$000 US$000 US$000 US$000 

Marty Becker 2016 592  –   –   –  592 
 2015 593  –   –   –  593 
Stephen Fitzgerald 2016 272  –   –   –  272 
 2015 256  –  5 7 268 
John M Green 2016 292  –  14 13 319 
 2015 272  –  14 12 298 
Margaret Leung 2016 248  –   –   –  248 
 2015 248  –   –   –  248 
Kathryn Lisson 2016 89  –   –   –  89 
 2015  –   –   –   –   –  
Sir Brian Pomeroy 2016 267  –   –   –  267 
 2015 267  –   –   –  267 
Jann Skinner 2016 258  –  14 10 282 
 2015 234  –  14 8 256 
Rolf Tolle 2016 201  –   –   –  201 
 2015  –   –   –   –   –  
Michael Wilkins 2016 41  –  2 1 44 
 2015  –   –   –   –   –  
Total 2016 2,260  –  30 24 2,314 
 2015 1,870  –  33 27 1,930 
 
1 Travel allowances, additional fees in lieu of superannuation in Australia and amounts sacrificed in relation to the Director Share Acquisition 

Plan are included in directors' fees. 
 Marty Becker, Stephen Fitzgerald, Margaret Leung, Kathryn Lisson, Sir Brian Pomeroy and Rolf Tolle receive additional fees of 9.5% 

in lieu of superannuation in Australia. 
 Marty Becker, Stephen Fitzgerald, Margaret Leung, Kathryn Lisson, Sir Brian Pomeroy, Rolf Tolle and Michael Wilkins all participate in 

the Director Share Acquisition Plan. 
2 John Green, Jann Skinner and Michael Wilkins are Australian residents. Superannuation is calculated as 9.5% of fees. Superannuation in excess 

of the statutory minimum may be taken as additional cash fees or in the form of superannuation contributions at the option of the director. 
3 Remuneration has been converted to US dollars using the average rate of exchange for the relevant year. 
  4  Former non-executive director, John Graf, retired during 2015 therefore is excluded from the table above. Total non-executive director 

remuneration in 2015 was $2,219,000.

4

The table below details the nature and amount of each component of the remuneration of QBE’s current non-executive directors.
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9. APPENDIX 

9.1 Legacy equity schemes 

The table below summarises QBE’s legacy incentive plans. 

EQUITY SCHEME DESCRIPTION 

Legacy Long-Term Incentive Plan (LTI) 
Until 31 December 2013 The legacy LTI plan comprised an award of conditional rights to fully-paid shares without payment 

by the executive, subject to a five year tenure hurdle, with vesting contingent upon the achievement 
of two future performance hurdles as follows: 

 50% of the award granted will be contingent on QBE’s diluted EPS increasing by a compound 
average of 7.5% per annum over the five year vesting period; and  

 50% of the award granted will be contingent on QBE’s average statutory ROE and COR being 
in the top 10% of the top 50 largest global insurers and reinsurers as measured by net earned 
premium for the five year vesting period. 

Conditional rights were granted as a maximum percentage of fixed remuneration ranging from 50% 
for the Group CEO, 25% for the Group CFO and 15% for Group and divisional executives.  

QBE Incentive Scheme (QIS)  

Until 31 December 2013 The QBE Incentive Scheme (QIS) was a short-term, at-risk reward structure comprised cash and 
deferred equity awards (QIS-DEA). It came into effect from 1 January 2010 and was applicable 
to deferred equity awards made in March 2011 to March 2014. 

Under the QIS, the directors could approve the issue of conditional rights to shares to executives 
who achieved predetermined performance targets. The maximum deferred equity award was based 
on an amount which was the lesser of 80% of the cash award earned or 100% of fixed remuneration 
at 31 December, in each case for the financial year immediately prior to the year in which the cash 
award was paid. The deferred equity award was used as the basis for calculating the number 
of conditional rights as follows: 

 conditional rights to the value of 50% of the award converted to fully paid ordinary QBE shares after 
three years; and 

 conditional rights to the value of 50% of the award converted to fully paid ordinary QBE shares after 
five years.  

During the period from the date of the QIS grant to the vesting date of the conditional rights, further 
conditional rights are issued under the Bonus Share Plan to reflect dividends paid on ordinary shares 
of QBE. 

The shares issued pursuant to the conditional rights are issued without payment being made by the 
recipient (i.e. at a nil exercise price). 

The shares issued pursuant to the conditional rights vest only if the individual has remained in the 
Group’s service throughout the vesting period. For awards made prior to 2012, the Remuneration 
Committee has the discretion to pay cash in lieu of shares in certain circumstances such as death, 
disability, redundancy or retirement if the individual is not subject to disciplinary proceedings or notice 
to terminate employment on that date. The extent of vesting of the conditional rights may be reduced 
(including to zero) for any material deterioration of the relevant entity’s return on equity during the 
vesting period. 
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9.2 Valuation of conditional rights 

The table below details the conditional rights issued affecting remuneration of KMP in the previous, current or future reporting periods. 
GRANT DATE DATE EXERCISABLE FAIR VALUE PER RIGHT AT GRANT DATE 1 
7 March 2011 6 March 2016 A$17.93 
7 March 2012 6 March 2017 A$11.78 
1 September 2012 1 March 2016 A$13.03 
5 March 2013 4 March 2016 A$13.18 
5 March 2013 4 March 2018 A$13.18 
27 March 2013 26 March 2018 A$13.02 
2 April 2013 1 April 2016 A$13.18 
2 April 2013 1 April 2018 A$13.18 
8 April 2013 7 April 2016 A$13.61 
8 April 2013 7 April 2018 A$13.61 
4 March 2014 3 March 2017 A$8.34 
4 March 2014 3 March 2018 A$8.34 
4 March 2014 3 March 2019 A$8.34 
4 March 2014 3 March 2017 A$8.60 
4 March 2014 3 March 2018 A$8.60 
4 March 2014 3 March 2019 A$8.60 
4 March 2014 3 March 2017 A$12.68 
4 March 2014 3 March 2018 A$12.68 
4 March 2014 3 March 2019 A$12.68 
4 March 2014 3 March 2017 A$12.75 
4 March 2014 3 March 2018 A$12.75 
4 March 2014 3 March 2019 A$12.75 
20 August 2014 3 March 2017 A$6.08 
20 August 2014 3 March 2018 A$6.08 
20 August 2014 3 March 2019 A$6.08 
20 August 2014 3 March 2017 A$10.70 
20 August 2014 3 March 2018 A$10.70 
20 August 2014 3 March 2019 A$10.70 
20 August 2014 1 March 2015 A$11.23 
20 August 2014 1 March 2016 A$11.23 
20 August 2014 1 March 2017 A$11.23 
3 March 2015 2 March 2018 A$9.15 
3 March 2015 2 March 2019 A$9.15 
3 March 2015 2 March 2020 A$9.15 
3 March 2015 2 March 2018 A$9.35 
3 March 2015 2 March 2019 A$9.35 
3 March 2015 2 March 2020 A$9.35 
3 March 2015 2 March 2016 A$11.63 
3 March 2015 2 March 2017 A$11.63 
3 March 2015 2 March 2016 A$12.63 
3 March 2015 2 March 2017 A$12.63 
3 March 2015 2 March 2018 A$12.63 
3 March 2015 2 March 2019 A$12.63 
3 March 2015 2 March 2020 A$12.63 
3 March 2015 2 March 2016 A$12.90 
3 March 2015 2 March 2017 A$12.90 
3 March 2015 2 March 2018 A$12.90 
3 March 2015 2 March 2019 A$12.90 
3 March 2015 2 March 2020 A$12.90 
19 August 2015 2 March 2016 A$14.06 
19 August 2015 2 March 2017 A$14.06 
19 August 2015 2 March 2018 A$14.06 
1 March 2016 28 February 2019 A$4.93 
1 March 2016 28 February 2019 A$6.16 
1 March 2016 28 February 2020 A$6.16 
1 March 2016 28 February 2021 A$6.16 
1 March 2016 28 February 2019 A$6.89 
1 March 2016 28 February 2020 A$6.89 
1 March 2016 28 February 2021 A$6.89 
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GRANT DATE DATE EXERCISABLE FAIR VALUE PER RIGHT AT GRANT DATE 1 
1 March 2016 28 February 2017 A$10.94 
1 March 2016 28 February 2018 A$10.94 
1 March 2016 28 February 2019 A$10.94 
1 March 2016 28 February 2020 A$10.94 
1 March 2016 28 February 2021 A$10.94 
1 March 2016 28 February 2019 A$11.13 
1 March 2016 28 February 2020 A$11.13 
1 March 2016 28 February 2021 A$11.13 
2 May 2016 15 March 2017 A$11.21 
2 May 2016 15 March 2018 A$11.21 
2 May 2016 15 March 2019 A$11.21 
31 August 2016 28 February 2019 A$5.81 
31 August 2016 28 February 2020 A$5.81 
31 August 2016 28 February 2021 A$5.81 
31 August 2016 28 February 2019 A$9.97 
31 August 2016 28 February 2020 A$9.97 
31 August 2016 28 February 2021 A$9.97 
10 October 2016 28 February 2019 A$4.62 
10 October 2016 28 February 2020 A$4.62 
10 October 2016 28 February 2021 A$4.62 
10 October 2016 28 February 2019 A$9.72 
10 October 2016 28 February 2020 A$9.72 
10 October 2016 28 February 2021 A$9.72 
 
1 The fair value of conditional rights at grant date is determined using appropriate models including Monte Carlo simulations, depending on the vesting 

conditions. The fair value of each conditional right is recognised evenly over the service period ending at vesting date. Details of grants of conditional 
rights are provided in section 6.4 of the Remuneration Report. 

9.3 Equity instruments 

9.3.1 QBE deferred equity plans – conditional rights 
The table below details the movements in the number of conditional rights to ordinary shares in QBE provided as remuneration to the 
KMP and issued under the STI, QIS and DCP. 

2016 

BALANCE AT 
1 JAN 2016 

NUMBER 

GRANTED 
IN THE YEAR 

NUMBER 

NOTIONAL 
DIVIDENDS 

ATTACHING 
IN THE YEAR 

NUMBER 

VESTED AND 
TRANSFERRED 

IN THE YEAR 
NUMBER 

FORFEITED/ 
LAPSED IN THE 

YEAR 
NUMBER 

BALANCE AT 
31 DEC 2016 

NUMBER 

Executive directors       
John Neal 82,032 100,546 6,359 (55,334) –  133,603 
Patrick Regan 15,206 44,739 2,616 (7,603) –  54,958 
Other key management personnel     
Jason Brown 45,354 18,607 2,488 (14,192) –  52,257 
Colin Fagen 175,603 27,913 7,556 (52,337) –  158,735 
David Fried 118,109 31,590 6,231 (50,074) –  105,856 
Russell Johnston –  –  –  –  –  –  
Margaret Murphy –  –  –  –  –  –  
Richard Pryce 126,617 56,491 6,734 (48,415) –  141,427 
Former key management personnel       
David Duclos 162,105 46,000 5,652 (44,814) –  168,943 
Mike Emmett 72,831 –  –  –  –  72,831 
Tim Plant 67,521 15,287 1,694 (22,170) –  62,332 
Jenni Smith 15,550 16,723 1,076 (10,747) –  22,602 
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9.3.2 Long-term incentive plans – conditional rights 
The table below details the movements in the number of conditional rights to ordinary shares in QBE provided as remuneration to the 
KMP and issued under the LTI plan and legacy LTI plan. No conditional rights to ordinary shares in QBE were provided to KMP under 
any legacy schemes. 

2016 

BALANCE AT  
1 JAN 2016 

NUMBER 

GRANTED 
IN THE YEAR 

NUMBER 

NOTIONAL 
DIVIDENDS 

ATTACHING 
IN THE YEAR 

NUMBER 

VESTED AND 
TRANSFERRED 

IN THE YEAR 
NUMBER 

FORFEITED/ 
LAPSED IN THE 

YEAR 
NUMBER 

BALANCE AT  
31 DEC 2016 

NUMBER 

Executive directors       
John Neal 743,220 402,194 57,252 –  –  1,202,666 
Patrick Regan 412,621 219,378 31,590 –  –  663,589 
Other key management personnel     
Jason Brown 83,494 47,989 6,576 –  –  138,059 
Colin Fagen 178,140 148,537 16,330 –  –  343,007 
David Fried 159,552 118,824 13,910 –  –  292,286 
Russell Johnston –  107,719 –  –  –  107,719 
Margaret Murphy –  25,720 –  –  –  25,720 
Richard Pryce 251,747 145,227 19,840 –  –  416,814 
Former key management personnel       
David Duclos 310,810 196,222 14,164 –  –  521,196 
Mike Emmett 92,588 –  –  –  (29,964) 62,624 
Tim Plant 95,668 86,837 5,096 –  (70,675) 116,926 
Jenni Smith 114,676 52,788 8,063 –  (50,835) 124,692 
 
None of these conditional rights were vested or exercisable at 31 December 2016. 

9.3.3 Other – conditional rights 
The table below details the movements in the number of conditional rights to ordinary shares in QBE provided as remuneration to KMP. 

2016 

BALANCE AT  
1 JAN 2016 

NUMBER 

GRANTED 
IN THE YEAR 

NUMBER 

NOTIONAL 
DIVIDENDS 

ATTACHING 
IN THE YEAR 

NUMBER 

VESTED AND 
TRANSFERRED 

IN THE YEAR 
NUMBER 

FORFEITED/ 
LAPSED IN THE 

YEAR 
NUMBER 

BALANCE AT  
31 DEC 2016 

NUMBER 

Executive directors       
John Neal –  60,328 3,015 –  –  63,343 
Patrick Regan 270,016 40,672 8,781 (135,008) –  184,461 
Other key management personnel     
Jason Brown 25,803 –  864 (5,960) (2,555) 18,152 
Russell Johnston –  50,000 1,073 –  –  51,073 
Former key management personnel       
Mike Emmett 25,385 –  –  –  (25,385) –  
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9.4 Shareholdings 

The table below details movements during the year in the number of ordinary shares in QBE held by KMP, including their personally 
related parties. 

2016 

INTEREST IN 
SHARES AT  
1 JAN 2016 

NUMBER 

CONDITIONAL 
RIGHTS VESTED 

NUMBER 

NET OTHER 
CHANGES 
NUMBER 1 

DIVIDENDS 
REINVESTED 
IN THE YEAR 

NUMBER 

INTEREST IN 
SHARES AT  
31 DEC 2016 

NUMBER 

INTEREST IN 
SHARES AT 
31 DEC 2016 

SUBJECT TO 
NON-RECOURSE 

LOANS 
NUMBER 

Non-executive directors       
Marty Becker 80,243 –  25,063 –  105,306 –  
Stephen Fitzgerald 32,147 –  5,557 –  37,704 –  
John M Green 37,258 –  –  –  37,258 –  
Margaret Leung 6,464 –  14,879 571 21,914 –  
Kathryn Lisson –  –  1,465 –  1,465 –  
Sir Brian Pomeroy 6,662 –  5,479 –  12,141 –  
Jann Skinner 25,000 –  10,000 –  35,000 –  
Rolf Tolle 15,000 2 –  3,991 –  18,991 –  
Michael Wilkins –  –  8,670 –  8,670 –  
Executive directors       
John Neal 234,998 55,334 (12,400) 14,246 292,178 –  
Patrick Regan 388,979 142,611 –  20,624 552,214 –  
Other key management personnel       
Jason Brown 38,052 20,152 1,171 2,935 62,310 2,390 
Colin Fagen 78,179 52,337 (44,234) 3,092 89,374 19,084 
David Fried –  50,074 (8,829) 754 41,999 –  
Russell Johnston 30,000 3 –  –  –  30,000 –  
Margaret Murphy –  –  –  –  –  –  
Richard Pryce 50,570 48,415 (22,832) 746 76,899 –  
      
David Duclos –  44,814 (18,176) 95 26,733 –  
Mike Emmett –  –  –  –  –  –  
Tim Plant 5,922 22,170 49 757 28,898 –  
Jenni Smith 30,762 10,747 –  1,161 42,670 –  
 
1 Net other changes comprises acquisitions and disposals by the KMP and their related parties during the year. 
2 Represents interest in shares on 11 March 2016, Rolf Tolle's date of appointment as a non-executive director. 
3 Represents interest in shares on 2 May 2016, Russell Johnston's date of appointment as a KMP. 

Former key management personnel

101
O

th
er  

in
fo

rm
atio

n

6

F
in

an
cial 

R
ep

o
rt

5

B
u

sin
ess 

rev
iew

2

P
erform

an
ce 

o
v

erv
iew

1

Q
B

E
 In

su
ran

ce G
ro

u
p

  
A

n
n

u
al R

ep
o

rt 20
16

3G
o

v
ern

an
ce

D
irecto

rs' 
R

ep
o

rt

4



Remuneration Report 
 

35 

The table below details the position of KMP against the minimum shareholding requirement. 

2016 

MINIMUM 
SHAREHOLDING 

REQUIREMENT 
A$000 

INTEREST 
IN SHARES AT 

31 MAR 2016 
A$000 

UNVESTED 
CONDITIONAL 

RIGHTS 
WITHOUT 

PERFORMANCE 
CONDITIONS 

A$000 

VALUE OF 
EMPLOYEE 

LOAN SHARES 1 
A$000 

TOTAL VALUE 
OF HOLDINGS 

A$000 

MINIMUM 
SHAREHOLDING 

REQUIREMENT 
STATUS 2 

Non-executive directors       
Marty Becker 663 1,011 –  –  1,011 Met 
Stephen Fitzgerald 208 434 –  –  434 Met 
John M Green 229 775 –  –  775 Met 
Margaret Leung 208 123 –  –  123 On track 
Sir Brian Pomeroy 208 100 –  –  100 On track 
Jann Skinner 208 384 –  –  384 Met 
Rolf Tolle 208 118 –  –  118 On track 
Executive directors       
John Neal 3,300 2,966 1,437 –  4,403 Met 
Patrick Regan 1,600 5,672 2,030 –  7,702 Met 
Other key management personnel       
Jason Brown 700 599 601 25 1,225 Met 
Colin Fagen 1,300 1,137 1,884 (7) 3,014 Met 
David Fried 1,210 65 1,845 –  1,910 Met 
Richard Pryce 1,523 813 1,617 –  2,430 Met 
Former key management personnel      
David Duclos 1,332 278 2,023 –  2,301 Met 
Tim Plant 950 289 746 –  1,035 Met 
Jenni Smith 770 443 244 –  687 Not met 
 
1 Value at statement date less balance of loan owing. 
2 This shows whether the MSR has been met as at 31 March 2016 using the closing share price on 1 April 2016 of A$10.67 or the value 

at purchase, if greater. Detailed information on the MSR is provided in sections 4.6 and 8.4 of the Remuneration Report. 
3 Kathryn Lisson, Michael Wilkins, Russell Johnston, Margaret Murphy and Mike Emmett were not KMP at the 2016 test date (31 March 2016) 

and are therefore excluded from the table above. 
 

9.5 Loans 

This section details the loans made by the Group to KMP. All non-recourse loans are due to be paid within 10 days of ceasing employment. 

9.5.1 Non-recourse share loans 
Prior to 20 June 2005, non-recourse loans were provided by the Group to KMP for the purchase of shares in QBE. Under AASB 2 
Share-based Payment, non-recourse loans and the related shares are derecognised and are instead treated as options. 

2016 

BALANCE AT  
1 JAN 2016 

A$000 

LOANS MADE 
IN THE YEAR 

A$000 
REPAYMENTS 

A$000 

BALANCE AT 
31 DEC 2016 

A$000 

INTEREST NOT 
CHARGED 

A$000 1 

HIGHEST 
BALANCE 

IN THE PERIOD 
A$000 

Key management personnel       
Jason Brown 3 –  –  3 –  3 
Colin Fagen 267 –  –  267 15 267 
 
1 Deemed value of interest not charged for the period as KMP. 
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Auditor 
PricewaterhouseCoopers, Chartered Accountants, continue in office in accordance with section 327B of the Corporations Act 2001. 

Non-audit services 
During the year, PricewaterhouseCoopers performed certain other services in addition to its statutory duties. 

The Board, on the advice of the Audit Committee, has considered the position and is satisfied that the provision of non-audit services 
is compatible with the general standard of independence for auditors imposed by the Corporations Act 2001. The directors are also 
satisfied that the provision of non-audit services by the auditor, as set out in note 8.7 to the financial statements, did not compromise 
the auditor independence requirements of the Corporations Act 2001. 

A copy of the auditor’s independence declaration required under section 307C of the Corporations Act 2001 is set out on page 104. 

Details of amounts paid or payable to PricewaterhouseCoopers for audit and non-audit services are provided in note 8.7 to the 
financial statements. 

Rounding of amounts 
The company is of a kind referred to in the ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191. 
Amounts have been rounded off in the Directors’ Report to the nearest million dollars or, in certain cases, to the nearest thousand dollars 
in accordance with that instrument. 

Signed in SYDNEY this 24th day of February 2017 in accordance with a resolution of the directors. 

 

 

 

 

 

W. Marston Becker                                                                              John Neal 
Director                                                                                               Director 
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Auditor’s independence declaration for the year ended 31 December 2016 
As lead auditor for the audit of QBE Insurance Group Limited for the year ended 31 December 2016, I declare that, to the best 
of my knowledge and belief, there have been: 

(a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and 

(b) no contraventions of any applicable code of professional conduct in relation to the audit. 

This declaration is in respect of QBE Insurance Group Limited and the entities it controlled during the period. 

 

 

 

 

 

 

RJ Clark 
Partner, PricewaterhouseCoopers 

Sydney 
24 February 2017 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Liability limited by a scheme approved under Professional Standards Legislation
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