
 
Briefing for the Public Petitions Committee 

 
Petition Number: PE1300
 
Main Petitioner: Drew Cochrane 
  
Subject: Scottish Water directors’ bonuses 
 
Calls on the Parliament to urge the Scottish Government to issue a direction 
to Scottish Water under the Water Industry (Scotland) Act 2002 to discontinue 
the practice of paying bonuses to its senior executives.  

Background 
The remuneration paid to Scottish Water executive board members is made 
up of: basic salary, AOIP (annual out-performance incentive plan) awards, 
benefits and pension contributions. Non-executive board members are paid a 
salary/fee only. Table 1 sets out the salary, AOIP award and benefits paid to 
the executive members in 2008/09. The potential maximum annual incentives 
attainable by executive members are 40% of base salary and are non-
pensionable. The “benefit” column in the table accounts for a car or car 
allowance and the value of any holiday sale backs.  
 
Table 1. Executive Members Remuneration 

 Salary/Fee
£000 

AOIP 
£000 

Benefits 
£000 

Total 
2008/09 

Total 
2007/08 

Richard Acroydi 263 101 9 373 7
Geoff Aitkenhead 167 64 6 237 243
Chris Banks 155 59 9 223 229
Peter Farrerii 70 44 4 118 -
Douglas Millican 168 65 8 241 261
i Appointed to board on 25 March 2008 
ii Appointed to board on 13 October 2008 
Source: Scottish Water Annual Report and Accounts 2008/09 
 
In addition to the remuneration elements shown, executive members receive 
pension contributions and may get an additional bonus from a Long Term 
Incentive Plan (LTIP). The LTIP has been agreed with the Scottish 
Government and aims to provide targets for out-performance of the Water 
Industry Commission’s Final Determination. Payments under the scheme 
would only be made to Executive Members remaining in employment with 
Scottish Water on 1st January 2011 if there is overall financial out-
performance of the Final Determination. The maximum bonus would be 60% 
of salary and, of that, 50% for performance against financial targets and 50% 
for out-performance of OPA (Overall Performance Assessment) targets.  
 
 

http://www.scottish.parliament.uk/business/petitions/docs/PE1300.htm


 

Scottish Water has a Remuneration Committee, which, in accordance with 
requirements of the Corporate Governance Direction, monitors the contract 
terms, remuneration and other benefits for each of the executive members 
including performance related incentive schemes. 
 
The stated aims of the Scottish Water remuneration policy are to: 
 
• Attract, develop, motivate and keep highly talented people at all levels of 

the organisation 
• Pay competitive salaries and benefits to all Scottish Water’s people. When 

pay levels are set, account is taken of the work an employee does, what is 
paid in other organisations for similar work and how well Scottish Water is 
performing 

• Incentivise and reward good individual and corporate performance. 

Scottish Government Action 
Schedule 3 of The Water Industry (Scotland) Act 2002 makes provisions for 
remuneration of executive board members. Section 6 deals with the Chief 
Executive and other staff. It says that Scottish Water can make appointments 
and arrangements it considers appropriate for pensions, allowances or 
gratuities “with the approval of the Scottish Ministers.” 
 
In communication with SPICe, Government officials have stated that Ministers 
have decided that the framework for Scottish Water Directors’ Remuneration 
for the regulatory period 2010-15 should be broadly similar to that for the 
2006-10 regulatory period. It will comprise: 
 
• basic salary benchmarked at less than 95% of the median of an agreed 

group of comparator bodies in the public and private sectors  
• annual bonus of up to 40% of base salary payable only for out-

performance of targets endorsed by regulators  
• long term incentive plan of up to 60% of base salary at the end of the 5 

year regulatory period, again only for out-performance against targets 
endorsed by regulators.    

  
Scottish Water is to work with officials to establish the detail of the mechanism 
to be put in place from 1 April 2010.  These arrangements will be included 
within the governance framework for the 2010-15 regulatory period which 
Ministers expect to publish around the end of this or the beginning of next 
calendar year. 

Scottish Parliament Action 
On 27 November 2008 Des McNulty asked a series of written questions 
related to the pay of Scottish Water staff (S3W 18297 – S3W 18305).  The 
response to S3W-18300 stated that “The level of remuneration packages for 
Scottish Water's Directors is a matter for Scottish Water's Board to determine 
within the remuneration framework agreed with the previous administration in 
2006. As part of that framework annual increases in basic salary are limited to 
the Scottish Government’s guidance for senior public appointments.” 
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Wendy Kenyon 
Senior Research Specialist 
November 2009 
 
SPICe research specialists are not able to discuss the content of petition briefings 
with petitioners or other members of the public. However if you have any comments 
on any petition briefing you can email us at spice@scottish.parliament.uk
 
Every effort is made to ensure that the information contained in petition briefings is 
correct at the time of publication. Readers should be aware however that these 
briefings are not necessarily updated or otherwise amended to reflect subsequent 
changes. 

 3

mailto:spice@scottish.parliament.uk

	Background
	Scottish Government Action
	Scottish Parliament Action

