
easyJet response to Sir Stelios’ post of 16 February 2012.   
This document answers the most significant points in the post. 

 

Resolution Stelios’ vote and justification Response 

Resolution 1: To receive 

the annual report and 

accounts for the year 

ended 30 September 

2011. 

VOTE WITHHELD 
Reasons for Vote 
•The company should adopt the EU-adopted 
IFRS ahead of 2013 implementation 
 
•Aircraft leases should be capitalised so the 

ROCE calculation reflects all the capital 

assigned to aircraft purchase 

The Company has to and does comply with International Financial Reporting 
Standards (IFRS). 
 
easyJet cannot adopt any new standard until it is issued.   
 
 
 

Resolution 2: To approve 
the Directors 
Remuneration report for 
the year ended 30 
September 2011 
contained in the Annual 
Report and accounts. 
 

VOTE: AGAINST 
Reasons for Vote 
•Method of calculating ROCE does not align 
management’s interests with those of 
shareholders 
–Due to phoney calculation used, the new 
12% ROCE target is easier to achieve than the 
15% ROE target it replaces 
–Ignores impact of operating leases on capital 
structure of airline. 
 
 
 
 
 

easyJet’s corporate and remuneration strategy clearly aligns the interests of 
shareholders and the company’s management. 
 
ROE performance targets operated historically but the conclusions of the 
Strategic and Capital Structure Review led by the Chief Executive identified 
ROCE as the key long-term performance target.  This was announced 
November 2010. At this time, Sir Stelios’ lobbied for, and welcomed, the 
move from ROE to ROCE. 
 
The strategy encourages long term sustainable success which puts easyJet 
ahead of competitors in the aviation sector.  easyJet’s achieved  12.7% ROCE 
compares favourably when benchmarked against major airlines including 
Lufthansa (circa 7%), IAG (circa 6%), and Air France KLM (negative ROCE).  
FY 2011 remuneration reflected the strong performance delivered by our 
talented management team and is in line with our peer group (thirty 



 
 
 
 
 

 

 

 

Encourages selling and leasing back aircraft to 

generate cash which is deducted from the 

capital employed. 

companies above and below us in FTSE rankings).  
 
easyJet has always said it would move to bring leases into the ROCE 
calculation as soon as the accounting standards change. It is now clear that 
this will not happened until 2015 at the earliest, so easyJet has said that we 
will move this year to bring leases into the ROCE calculation and will take 
independent advice, consult with shareholders and review carefully the 
most appropriate way, including for LTIP grants. 
 
 
easyJet has a strict 70/30 ratio of owned to leased aircraft and the company 
has stated that the targets would change if the lease mix changed.  So Sir 
Stelios’ claim that it encourages sale and leaseback and that it ignores the 
impact of leases on the capital structure is simply incorrect. 
 
 
 
 

Resolution 5: To re-elect 

Adele Anderson as a 

Director. 

VOTE: AGAINST 
Reasons for Vote 
•Not independent - having previously worked 
at KPMG where she was Europe CFO and ex-
colleague of Sir Michael Rake for 24 years. 
 
•KPMG is auditors to Airbus/EADS, a major 
supplier to easyJet. 
 
•Never served on a PLC board before. 

Adele cannot be considered as anything other than independent. 
The Company used the same external executive search consultants as it did 
for Charles Gurassa and Andrew Martin. Adèle was the strongest candidate 
with specific relevant skills, including leasing, and wide finance experience  
 
Adèle left KPMG to run its captive insurer in 2003, returning in 2009 to 
KPMG Europe, after Sir Mike had left KPMG and severed all ties with it.   Sir 
Mike has not worked directly or indirectly with Adèle for 10 years and KPMG 
are not the auditors of easyJet. 
 



It should also be noted that the Government has encouraged quoted 

companies to extend the diversity of their boards, including candidates who 

have no prior PLC experience.  Barring such candidates would, of course,  

only serve to perpetuate the status quo.  

Resolution 6: To re-elect 

Sir Michael Rake as a 

Director. 

VOTE: AGAINST 
Reasons for Vote 
•Over committed in terms of board positions 
held and unable to dedicate the time to 
easyJet 
–ROCE target is easier to achieve than the ROE 
target it replaces and target is lower than 
previous ROE target. 
–Ignores impact of operating leases on capital 
structure of airline. 
•KPMG are auditors to Airbus/EADS, a major 
supplier to easyJet. 
•Ordered 15 additional aircraft in January 
2012 and increased the cost of another 20 
orders creating unnecessary capital 
expenditure of $1.3bn with Airbus by 2015 
 
 
–Did not operate a transparent 3 way tender 
before ordering the above aircraft 
 
–Refuses to publish the real cost per aircraft 
•Refuses to publish aircraft unit profitability 

as it exposes the un-profitability of the last 

The easyJet Board is more than satisfied with the amount of time Sir Mike 
dedicates to easyJet.  In the last two years he has overseen the appointment 
of a new CEO and CFO, the amendment of the Brand Licence agreement and 
the most successful year in the company’s history. Stelios approved of Sir 
Mike’s appointment and voted for him in the last two AGMs. 
On ROCE see above. 
 
KPMG is not the auditor of easyJet and comments in relation to Airbus are 
gratuitous and irrelevant. 
 
An umbrella agreement with Airbus covers all aircraft acquired since 2002. 
This was an excellent deal and Stelios was personally involved in the 
negotiations. In relation to the 15 aircraft, on December 14th 2010 Carolyn, 
Chris and Sir Mike Rake visited Stelios at his house in London to explain to 
him what we were going to announce the 15 aircraft option exercises and 
the 20 conversions to A320s. He raised no objections. 
 
Given the terms of this agreement, and the option payments already paid, it 
was in the best interest of the Company and its shareholders to select 
Airbus for this order. 
The cost of these aircraft is confidential but the actual amount is 
substantially less than half of the number quoted by Stelios. 
We do not publish detailed profitability by aircraft as such data is 

commercially sensitive data.  Aircraft allocation to routes varies as we 



aircraft respond to a dynamic market. 

 

The company continually assesses its options for the supply of aircraft 

including ongoing dialogue with interested manufacturers. 

Resolution 7: To re-elect 

Carolyn McCall as a 

Director. 

VOTE: WITHHELD 
Reasons for Vote 
•Ordered 15 additional aircraft in January 
2011 and increased the cost of another 20 
orders creating unnecessary capital 
expenditure of $1.3bn with Airbus by 2015 
after just 6 months in the job and without 
prior airline experience 
•Did not operate a transparent 3 way tender 
before ordering the above aircraft 
•Refuses to publish the real cost per aircraft 
•Refuses to publish aircraft unit profitability 
as it exposes the un-profitability of the last 
aircraft 
•Will quintuple take home relative to last job 
without creating any real incremental 
shareholder value. 
•EPS will decline this year despite the huge 

capex with Airbus 

Under Carolyn’s leadership, and despite the challenging environment, 2011 
was a record year for easyJet – it delivered its best ever operational 
performance, produced its biggest ever profits and announced a total 
dividend of more than 10% of the market capitalisation of the company. 
Re: Aircraft – as above. 
 
Carolyn’s pay is benchmarked against the pay of Chief Executives of other 
similar sized FTSE companies (it is in the bracket of 30 companies above and 
30 below). 
 
Carolyn waived her bonus for 2010. In 2011 Carolyn has chosen to defer half 
of her bonuses into the LTIP scheme. 
 

Resolution 8: To re-elect 

Christopher Kennedy as a 

Director. 

VOTE: WITHHELD 
Reasons for Vote 
•Published incorrect capital flow information 
(slide 16) in the pre-close statement 
presentation in September 2011 – error 

There are no inaccuracies in either disclosure. As these are forecasts they 
have not been audited but our auditors, PWC understand the 
methodologies behind each calculation and believe them to be materially 
mathematically correct.  
  



identified by comparison with previous 
information published 15 November 2011 
(slide 21) 
•The maintenance figure was inaccurate by 

US$200 million despite short gap between the 

two presentations 

 

Resolution 9: To re-elect 

David Bennett as a 

Director. 

VOTE: WITHHELD 
Reasons for Vote 
•As Chairman of the audit committee should 

have scrutinised the following transaction: 

Simon Gulliford acting via his “one man show” 

consultancy company called Gulliford 

communications worked for EZJ to advise on 

the selection of a new advertising agency to 

spend the £50m TV ad budget. The contract 

was awarded to VCCP, one of Tim Bell’s 

companies. A few months later another one of 

Tim Bell’s companies purchased the 

“consultancy company” of Gulliford for a 

reported £4.5million. 

 
We have reviewed the process by which the new marketing agency, VCCP, 
was appointed in early 2011.  It was conducted after a full procurement 
process, in line with normal governance practices and this innuendo is 
absolutely without foundation.   
 
Sir Stelios voted in favour of all current, long serving non executives at past 
AGMs and his change of position is odd. This comment applies to all the 
directors. 
 

Resolution 10: To re-elect 

Rigas Doganis as a 

Director 

VOTE: AGAINST 
Reasons for Vote 
 
•Since his appointment to the Remuneration 
Committee he has diluted shareholders by the 
issue of 10-20 million of free shares to staff 
•The precise numbers and the recipients of 
these free shares are still not published - so 

Rigas makes a valuable contribution to the easyJet board and had 
considerable relevant aviation experience.  
 
These share schemes were approved when Stelios was Chairman.  They 
were not free but at cost and were issued as line with the respected and 
popular “John Lewis” principle of extending share ownership among the 
company’s staff. 



there is no accountability 
•Was a member of the discredited 

Remuneration Committee that agreed the 

Harrison settlement. 

 

Resolution 11: To re-elect 

John Browett as a 

Director. 

VOTE: WITHHELD 
Reasons for Vote 
•His recent appointment as SVP of Apple, 

based in California questions his ability to 

allocate sufficient time to easyJet board 

John’s appointment to a key role at one of the world’s leading companies is 
testament to his ability.  
 

easyJet is pleased that he will be able to continue to fulfil his role on the 

easyJet board.  

Resolution 12: To re-elect 

Keith Hamill as a Director. 
VOTE: AGAINST 
Reasons for Vote 
•Was head of the Remuneration Committee 
that approved the use of the current phoney-
ROCE formula and “bullet” vesting of the 2011 
award in 2013. 
•As a former partner of PWC he is not 

independent of the auditors of the company 

as pointed out by PIRC 

See above on remuneration. 
 
Keith is independent. He has not been a partner at PWC since 1988. 

Resolution 13: To 

reappoint 

PricewaterhouseCoopers 

LLC as auditors to 

company. 

VOTE: AGAINST 
Reasons for Vote 
•The company should adopt the EU-adopted 
IFRS ahead of 2013 
•Aircraft leases should be capitalised so ROCE 

calculation reflects all the capital assigned to 

aircraft purchase 

 

See above response to resolution number 1. 

easyJet’s accounts are prepared in accordance with International Financial 

Reporting Standards (IFRS) as adopted by the European Union, taking into 

account International Financial Reporting Interpretations Committee 

(IFRIC)interpretations and those parts of the Companies Act 2006 applicable 



to companies reporting under IFRS. 

Resolution 14: Authorise 

EU Political Donations and 

Expenditure. 

VOTE: WITHHELD 
Reasons for Vote 
•Insufficient data. 

easyJet has no intention of making political donations but it is considered 
sensible practice by Corporates to put this authority in place given the very 
broad drafting of the legislation. 
 

Resolution 15: Authorise 

the Issue of Equity with 

Pre-emptive Rights 

VOTE: AGAINST 
Reasons for Vote 
•Shareholders have already suffered 

considerable dilution 

easyJet operates within a 10% in 10 year dilution limit, in line with ABI 
guidelines, and has a history of granting shares widely throughout the 
Company. 
 
Current dilution against the limit is around 2.15%. The bulk of historic 

dilution arose from pre-flotation share schemes set up by Stelios (excluded 

from the 10% in 10 year limit in line with standard practice across the FTSE). 

If these awards were included, easyJet would continue to remain within the 

10% limit. 

Resolution 18: Authorise 

issue of Equity without 

Pre-emptive Rights. 

VOTE: AGAINST 
Reasons for Vote 
•Insufficient data. 
•Shareholders have already suffered 

considerable dilution 

This is a standard resolution that has previously featured at easyJet AGMs.  
It is standard across FTSE companies and it is not clear why Stelios is 

objecting to this. 

Resolution 19: Authorise 

Market Purchase of 

Shares to satisfy 

management and staff 

awards. 

VOTE: WITHHELD 
Reasons for Vote 
•Need to understand when the takeover rules 
are triggered 
•The company should buy back equity when 

the price is low, like other companies, in order 

to reduce surplus cash and increase EPS 

This resolution is not relevant to market purchase of shares to satisfy 
management share awards – such purchases do not need any shareholder 
approval. 
Instead, it relates to the possibility of making purchases for cancellation 

(subject always to all other necessary rules being complied with, including 

Takeover code rule 9 constraints) – see the notes in the Notice of AGM 

document. 



 
 

 

Resolution 20: Authorise 

the Company to call an 

EGM with 14 days’ Notice. 

VOTE: AGAINST 
Reasons for Vote: 
•Provides shareholders with insufficient time 

to evaluate, investigate and comment upon 

any issues relating to EGM motions. 

This is a standard resolution across FTSE companies and this flexibility is 
now contemplated by the Companies Act 2006. 
  
 


