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MINUTES OF THE REMUNERATION COMMITTEE OF 
NATIONAL ENERGY SYSTEM OPERATOR (“NESO”)
 the (“Committee”) 
held at Faraday House, Warwick Technology Park, Gallows Hill, Warwick. CV34 6DA on Wednesday 18 March 2026 from 13:30

Present:	Paul Plummer (PP) (Chair) 
	Siobhan Duffy (SD) 
	John Linwood (JL) 
	Hannah Nixon (HN)
	Jayne Scott (JS) 

In attendance:	Claire Favier-Tilston (Committee Secretary) 
	Zoe Morrissey (ZM), Company Secretary 
	Paul Golby (PG), Board Chair, Guest 
	Fintan Slye (FS), CEO 
	Andreia de Melo Cabral (AMC), CPO 
	Nick Bean (NB), Senior Reward Manager 
	Deborah Hall (DH), Korn Ferry (via videoconference)
Clare Chalmers (CC), Guest – Board Effectiveness Observer

	1
		MEETING GOVERNANCE AND APPROVALS



	Action

	1.1
	Welcome, Notice and Quorum
	

	
	PP took the chair and welcomed everyone to the meeting.  There were no apologies for absence.  The Chair reported that due notice of the meeting had been given to all persons entitled to receive notice in accordance with the Company’s Articles of Association (the “Articles”).  There being a quorum present, in accordance with the Articles, the Chair declared the meeting open.  
It was noted that the Executive attendees were actually and/or potentially interested in the business of the meeting.  Members recorded this interest as declared. 
PP advised that Sheena Mackay had been appointed as a new Non-Executive Director to the Board with effect from 1 April 2026.  She would succeed him as Chair of the Committee and his tenure had been extended until 30 June 2026 to facilitate an effective handover. 
	

	
	
	

	1.2
	Directors’ Duties and Declaration of interests
	

	
	The directors were reminded of their obligation to comply with their duties to the Company, including the duties set out in sections 171 to 177 of the Companies Act 2006 (the “Act”).  In accordance with the Company’s Articles and sections 177 and 185 of the Act, each director present who was in any way, directly or indirectly, interested in the business to be transacted at the meeting, declared the nature and extent of their interest (“Interest”) to the other directors, save to the extent that such Interest was the subject of a notice in writing or general notice, or the other directors were already aware of it (or ought reasonably to have been aware of it).  Any such Interest of any director was authorised by the other directors as a situation which conflicted, or which possibly might conflict, with the interests of the Company.  It was noted that none of the Interests disqualified any of the directors from forming part of the quorum of or voting at the meeting.
	

	
	
	

	2
	CPO Update 
	

	
	A paper, updating on remuneration related matters and principles of data reporting between Committees, was taken as read. 
The recruitment process for a replacement Chief Information Security Officer (CISO) was underway.  The role was a critical senior appointment, requiring a high remuneration threshold to attract suitable candidates. JL was supporting the CEO with the interview process. 
The Trade Unions (TUs) had submitted the pay progression ballot to members, taking a neutral position.  The results were awaited. More than a thousand employees attended a webinar to hear about the proposal, with no negative responses.
The year-end performance cycle was underway, slightly ahead of schedule to facilitate Workday’s implementation.  Pay benchmarking had been strengthened, refreshing the Market Reference Points (MRPs) using leading salary survey providers and the NESO job architecture, aligning role midpoints to the market median. This had recalibrated MRPs upwards for some roles and downwards for others.  Members asked whether there were many roles in NESO that were difficult to map to the market.  AMC advised that all job profiles had a match to a degree of accuracy that facilitated MRPs.  
The meeting noted a proposal for the split of People performance data reported to the Remuneration and People & Governance Committees, this was in line with their responsibilities under the Terms of Reference for each and would help to avoid duplication and any areas being overlooked.  The meeting discussed that there was a risk that the Board and Committees are taking short term decisions around people and reward strategy, in the absence of a long-term overarching strategy.  The recent conversations around the TU pay strategy had highlighted the need for this longer-term view, also clarity over the responsibilities in lieu of this.  A meeting would be scheduled to discuss the appropriate interface between the Committees.  Also, to establish which decisions should be taken at committee and at Board level. 
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	3
	Ofgem Consultation
	

	
	Following Ofgem's consultation regarding NESO’s ongoing regulatory framework, proposing changes to Ofgem’s role in remuneration, it was understood that Ofgem will not introduce a new NESO specific licence condition linking executive compensation to regulatory performance.  Ofgem had verbally committed to maintaining the current approach.  PG would share the email he sent to Mark McAllister after their recent Chair to Chair meeting, summarising the outcomes of their discussion.
The meeting recognised that Ofgem had concerns about the availability of mechanisms allowing the Regulator to effectively hold NESO accountable for its performance.  However, there was no evidence to suggest that NESO’s Remuneration Committee and Board were not exhibiting effective governance in remuneration and reward decision making. It should be noted that the Board is obligated to consider Ofgem’s perspective on NESO’s performance as part of their decision-making process.
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	4
	Trade Union Pay Negotiations 
	

	
	AMC advised that the recognised Trade Unions (TU’s) had submitted their joint pay claim for 2026.  This had been received after the circulation of the meeting papers, and had not yet been considered by management.  The headline elenents of the claim were summarised for the Members.  A paper detailling these would be shared on the Board Portal following the meeting.
The meeting discussed that some of the claim requests could be delivered for minimlal cost or with no negative impact on the organisation.  However, other requests would require revisiting the Remuneration Policy, which was considered generally unacceptable, so these would likely be rejected. 
In response to a question form the Members, AMC noted that the claims did not demonstrate a shift in behaviour from the TU’s and several of the requests had appeared in previous claims.  None of the requests were things that had not already been considered pr thought about by amnagment. 
Wider TU membership was being encouraged, hoping to make the membership more representative of the organisation.  Although it was noted that staff who do not join a TU also receive the outcomes of the TU pay negotations. 
The next steps were discussed.  ExCo would discuss the pay claim and agree an envelope for negotations, within that delegated by Remuneraion Committee, ahead of the first meeting with the TUs on 27 March.  PP would be kept updated on the outcomes of this meeting. 
NESO’s ambitions for the pay negotation were retinerated.  To better align NESO pay increases to the external market position, with a median pay position relative to the market and a performance-based pay progression model.  A further objective would be the examining of pay arrangements between Management grades and Staff to reduce pay compression.  The TUs were also being asked to agree to some changes in NESO’s people policies, specifically sickness absence and performance management to better align with NESO’s evolving people strategy.  The meeting observed that these negotiations highlighted the necessity for a long-term people and reward strategy to guide decision-making around future trade-offs.
	

	
	
	

	5
	Tax Advice 
A paper, regarding an inherited Defined Beneft (DB) pension scheme issue, was taken as read. 
It was noted that following the transfer from the National Grid DB scheme to the newly established NESO DB pension scheme, a pension tax issue had been identified.  This affected two members of the Executive leadership team. The meeting noted that there had been an error in the calculation of tax liabilities by the National Grid pension administrator, resulting in additional tax being due to HMRC.  The remediation approach was discussed and Members agreed that this was a fair and rational solution to rectify the errors.  Whilst it was not expected that the payment made on behalf of one of the Executive Directors would require disclosure in the Annual Report & Accounts, should this not be the case an update would be brought back to the Committee for information.  
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	6
	2026 Provisional Scorecard Outturn (forecast)
	

	
	A paper, updating on the forecast outturn of the FY26 Annual Performance Plan (APP) Scorecard, was taken as read.  
The meeting was reminded that for the Executives, the weighting of the corporate scorecard had been reduced to 20% of their total opportunity, with 40% awarded for their individual and 40% for shared objectives.  For the wider Management workforce, the scorecard weighting remained at 60% of their total opportunity.  The performance year would end on 31 March and as at month 10 of the performance year, the estimated outturn on the corporate scorecard was 70%.  Some metrics related to employee engagement and digital mindset remained outstanding.  
In response to a question from the Members, FS stated that the estimated outcome was a reflection of performance against the metrics on the scorecard.  Whilst recognising that the metrics would always be an imperfect measure of NESO’s delivery, and that the outcome did not holistically reflect everything the organisation has achieved in the last 18 months; this would be considered a poor outcome for APP participants.  Typically, the scorecard outcome had been between 125-150%.  The Customer Trust matrix had been impacted heavily by the connections reform programme. 
The final vesting outcomes of the 2026 Annual Performance Plan (APP) and the 2023 Long Term Performance Plan (LTPP) would be brought to the May meeting. 
	

	
	
	

	7 
	2027 Scorecard Proposal  
	

	
	A paper, presenting the FY27 Annual Performance Plan (APP) Scorecard, was taken as read.  
The meeting discussed the proposed FY27 APP business scorecard, noting that it was an evolution of the current approach rather than a wholesale redesign which was not considered appropriate at the current time.  
The scorecard had been built by a cohort of Senior Managers.  The measures were designed to reflect NESO’s delivery of public value and obligations and to align to the strategy.  Management should be able to have a clean line of sight from the strategy, through to reward.  No changes to the APP rules, such as malus/clawback, eligibility, joiner and leaver rules and agreed by the Committee in March 2025 were proposed.  In response to questions from the Members, AMC advised that the employee engagement and speak up measures had been removed from the scorecard, due to a move to a continuous measurement of engagement, rather than a twice a year result.  Engagement would instead be reported through the monthly BPR.  Also, that the scorecard was not identical to but not misaligned with the regulatory business plan.  A full proposal would be brought for approval to the May meeting, including the Trust measure, alongside an explanation of how this would be communicated to the management workforce.
	

	
	
	

	8
	2027 CEO, ExCo and OpCo Performance Objectives 
	

	
	A paper, proposing a draft set of objectives for FY27 for the CEO and Executive Leadership Team (ELT), was taken as read. 
The draft annual objectives for the CEO and ELT were discussed.  Performance against these would be evaluated at the year-end, informing their Annual Performance Plan (APP) outcome, comprised of 40% individual objectives, 40% shared ELT objectives and 20% company scorecard.  The meeting discussed that each ELT member had one page summary of objectives with detail on the deliverables and measures behind.  The Members discussed that the objectives needed sufficient detail to allow individuals and stakeholders understand how decisions about performance would be taken at the year end and robust enough to guide the direction for management. But challenged management to consider simplification of the presentation of objectives, proposing some ideas to make the objectives easier to understand and better demonstrate the link between the individual and shared objectives.  
	

	
	
	

	8
	MEETING GOVERNANCE
	

	8.1
	Review and Approval of Committee Minutes
	

	
	Following discussion, the summary minutes of 21 January 2026 were approved for publication.
	

	
	
	

	8.2
	Review of Outstanding Actions
	

	
	The meeting noted the status of the actions of the previous meeting, as detailed in the paper. 
	

	
	
	

	8.3
	Forward Agenda and date of next meeting
	

	
	The annual forward business schedule for the Committee was noted.  The next scheduled meeting of the Committee was on 19 May 2026, in Glasgow.  
	


	
	
	

	5.4
	Managerial Pay Budget Proposal 
	

	
	A paper, seeking agreement of the 2026 managerial pay budget, as taken as read.  A proposal of 3.75% for the managerial pay budget, including the Executive Leadership Team, had been approved by ExCo.  The data to support the pay award was noted.  The Committee endorsed the recommendation from ExCo on the budget for Managerial Pay.
	

	
	
	

	5.5
	Share Policy Exemptions 
	

	
	A paper, seeking approval of approval for an exemption to the Share Ownership and Dealing Policy (the “Policy”), was taken as read.  
AMC advised that there were two cases that required declaration to the Committee, in line with the Policy.  The first related to a member of the Executive Leadership Team (ELT) who holds a small, locked shareholding from a legacy Share Incentive Plan arrangement.  They had divested all other UK energy shareholdings but were unable to sell the locked shares within the timeframe required by the policy for an ELT member.  Following discussion, the Committee approved the exception to the Policy, as presented.  
The second case related to a new employee that holds vested stock options in their previous employer, a UK energy company.  These cannot be sold or transferred unless an external liquidity event occurs.  The employee is actively trying to dispose of the options as soon as practicable, but in order to comply with the Policy this would need to be within one year and an exemption should not be sought. 
	

	
	
	

	6
	Papers to Note 
	

	
	A paper, setting out the year‑end performance management and reward timeline, with focus on executive pay, the governance and decision points across the CEO, Remuneration Committee, and Executive Committee (ExCo), and the integration of Non Executive Director input on executives to the CEO, ahead of executive performance finalisation and pay outcomes, had been included in the meeting pack for information.  
	

	
	
	

	7
	ANY OTHER BUSINESS and review of meeting
	

	
	There being no further business, the meeting was closed.  
	






…………………………..							……………………
Chair											Date
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