
THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. 

If you are in any doubt as to any aspect of the proposals referred to in this document or as to the action

you should take, you should seek your own advice from a stockbroker, solicitor, accountant, or other

professional adviser authorised pursuant to the Financial Services and Markets Act 2000 immediately. 

If you have sold or otherwise transferred all of your Ordinary Shares in Collins Stewart plc, please forward

this document, together with the accompanying documents, to the purchaser or transferee, or to the

person who arranged the sale or transfer so they can pass these documents to the person who now holds

the shares. 

Collins Stewart plc
(incorporated and registered in England and Wales under number 5807587) 

PROPOSED NEW LONG TERM INCENTIVE PLAN

NOTICE OF GENERAL MEETING 

Your attention is drawn to the letter from the Chairman and the Acting Chairman of the Remuneration

Committee of Collins Stewart plc on pages 3 to 4 of this document and which recommends voting in

favour of the Resolution to be proposed at the General Meeting of Collins Stewart plc to be held at 8th

Floor, 88 Wood Street, London EC2V 7QR on Monday, 8 February 2010 at 12.00 noon.

Notice of the General Meeting is set out on page 17 of this document. A Proxy Form for use at the General

Meeting accompanies this document. Completion and return of a Proxy Form will not preclude Shareholders

from attending and voting in person at the General Meeting should they choose to do so. To be valid, a

Proxy Form should be completed, signed and returned, in accordance with the instructions

printed on it, to Capita Registrars, PXS, 34 Beckenham Road, Beckenham, Kent BR3 4TU as soon

as possible but in any event to arrive no later than 12.00 noon on 6 February 2010.
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PART I – LETTER FROM THE CHAIRMAN AND THE ACTING CHAIRMAN OF THE

REMUNERATION COMMITTEE

Collins Stewart plc
(incorporated and registered in England and Wales under number 5807587) 

88 Wood Street

London

EC2V 7QR

Directors: 

Terry Smith, Chairman

Keith Hamill, Deputy Chairman 

Mark Brown, Chief Executive

John Cotter, Group Finance Director

Paul Baines, Executive Director

Tim Ingram, Non-executive Director

Paul Hewitt, Non-executive Director

21 January 2010

To ordinary shareholders of Collins Stewart plc and, for information only, to holders of share options and

awards granted under the Existing Share Incentive Plans

Dear Shareholder,

Proposed new Long Term Incentive Plan

You will find set out on Page 17 of this document notice of a General Meeting of Collins Stewart plc (the

“Company”) to be held on 8 February 2010. The purpose of the meeting is to consider and, if thought fit,

to pass an ordinary resolution to approve and adopt a new long-term incentive plan – the Collins Stewart

plc 2010 Long Term Incentive Plan (“2010 LTIP”).

This letter sets out the background to the proposal, gives a description of the Company’s remuneration

policy and the 2010 LTIP and explains why the Board recommends that you vote in favour of the resolution.

Background

During the course of 2008 it became increasingly clear that the expansionary strategy that Collins Stewart

had pursued since the demerger in 2006 was not suited to the deteriorating market conditions and was

unlikely to deliver acceptable results. As a result a new executive management team was appointed and

the strategy was changed from building an international investment bank to one of focusing on Collins

Stewart’s core strengths in its core geographies. The Company is making good progress in implementing

the new strategy.

Your Board strongly believes that it can create substantial value for shareholders over the medium to long

term through building and strengthening the Company’s position in this way. Achieving this objective will

be dependent on the performance of the new management team and key employees throughout the

business. Moreover, the Company needs to attract and retain high-quality talent in a very competitive

marketplace whilst fostering a strong sense of real long-term ownership of the Company amongst its key

employees. In order to incentivise and retain key employees, whilst aligning their interests with those of

shareholders, the Board is proposing changes to the remuneration policy which will: 

– provide a total reward framework with a clear link to performance; 

– engender a culture of equity ownership and long-term performance both through the introduction of

the 2010 LTIP and its linkage to part-deferral of the annual bonus; and
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– support the objective of developing sustainable returns and value at acceptable levels of risk. 

An explanation of how this policy will be applied in practice, together with details of the 2010 LTIP, is set

out in Parts II and III of this Circular. 

Action to be taken

Enclosed with this letter is a Proxy Form for use by shareholders at the General Meeting. Whether or not

you intend to be present at the General Meeting, you are requested to complete the enclosed Proxy Form

in accordance with the instructions printed on it and return it to Capita Registrars, PXS, 34 Beckenham

Road, Beckenham, Kent BR3 4TU as soon as possible and in any event, so as to be received by no later

than 12.00 noon on 6 February 2010. Completion and return of the Proxy Form will not prevent you from

attending and voting at the Meeting if you so wish.

Documents available for inspection

Copies of the Rules of the 2010 LTIP will be available for inspection at the registered office of Collins

Stewart plc, 88 Wood Street, London, EC2V 7QR, which is also the venue of the General Meeting, during

normal business hours on Monday to Friday each week (public holidays excepted) from the date of this

document until the close of the meeting.

Recommendation from the Board

The Board, which has been advised by PricewaterhouseCoopers LLP (“PwC”), has consulted extensively

with its major shareholders on the detailed terms and conditions of the 2010 LTIP and the new

remuneration policy as a whole. The terms and conditions of the 2010 LTIP reflect changes requested by

shareholders during this process. 

The Board believes that the new policy will give the Company a flexible and effective tool with which to

recruit and retain talented key employees and incentivise them to pursue strategies which will increase

shareholder value in the long term.

In addition, the opportunity to earn meaningful levels of equity through the 2010 LTIP is structured to

ensure maximum focus upon the achievement and sustainability of strong corporate performance and

shareholder return in line with the Company’s objectives.

The Board appreciates the helpful feedback it has received from the Company’s main shareholders and

the Association of British Insurers during consultation. The Board does not anticipate that there will be a

need to make proposals for a further incentive scheme in the foreseeable future.

The Remuneration Committee considers these arrangements to be in the best interests of the Company

and shareholders as a whole and unanimously recommends that you vote in favour of the resolution.

Yours sincerely,

Terry Smith Keith Hamill

Chairman Acting Chairman of the Remuneration Committee

4



PART II – REMUNERATION POLICY

Introduction 

The Company is changing its remuneration policy for its key employees and proposing the implementation

of the 2010 LTIP. 

Following these changes and the introduction of the 2010 LTIP, the Remuneration Committee will have a

remuneration philosophy that will encourage, reward and retain individuals who are able to build and shape

the business based on the following principles:

– reasonable levels of fixed remuneration but with the opportunity for significant variable remuneration

where performance is justified and exceptional; 

– provide a competitive total reward framework with a clear link to performance; and 

– engender a strong culture of equity ownership and long-term performance both through the

introduction of the 2010 LTIP and its linkage to part-deferral of the annual bonus thereby aligning the

interests of key employees and shareholders.

In applying the policy for the 2010 financial year the Remuneration Committee will also take into account

the following factors:

– market conditions affecting the Company and in particular the current macroeconomic situation;

– levels of remuneration in the Company’s competitors; and

– the objective of achieving sustainable returns and value at an acceptable level of risk.

As such, the main components of remuneration will be as follows:

Base Salary

Salaries are intended to provide a fixed monthly remuneration at a level that is reasonable without taking

bonuses into account. They are determined by taking account of comparable salary levels within the UK

financial services sector, although so far the Company has managed to resist the current extreme

pressures on the fixed component of remuneration in some quarters, which it considers to be perverse.

The salaries of executive directors and senior employees are reviewed each year by the Remuneration

Committee but are only increased if salaries are considered to be out of line with salary levels generally in

the sector. There will be no change to this policy.

Annual Bonus

Bonus pools will be based on profits and not revenues and after directly or indirectly making allowance for

related costs, including the cost of capital. This policy has already been applied to existing bonus

arrangements with the exception of certain contracted legacy revenue-based arrangements for individual

brokers, primarily in the US. All bonus calculations make an allowance for appropriate liquidity provisions.

Deferral of annual bonuses

Annual bonuses in excess of £50,000 payable to any employee of the Company will, in normal

circumstances, be subject to partial deferral. The amount deferred, in the form of deferred cash payments

and deferred equity, varies and is described below. Annual bonuses of less than £50,000 are not subject

to deferral.

Deferred cash payments are normally paid 10 months after the end of the financial year to which they

relate. The deferred amount is paid only if, in the opinion of the Board, the Group is expected to be

profitable and cash generative at the operating level for the subsequent financial year (i.e. the year of

payment). If this condition is not satisfied, the Board has discretion to determine whether the deferred
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bonus should be paid or further performance conditions for payment (including adjustment to timing)

should be set.

Deferred equity is settled in restricted Shares with a current market value equivalent to the bonus being

deferred. The Shares used for this purpose will be acquired through market purchases and held by an

employee share ownership trust. They do not form part of the proposed 2010 LTIP. The Shares are

receivable in full on or after the third anniversary of the date of award provided the recipient has not

resigned or been dismissed from the Group’s employment for gross misconduct although the

Remuneration Committee, acting reasonably and in good faith, will retain the right of appropriate clawback

in the event that a serious error regarding the basis on which bonuses have been determined becomes

apparent prior to the release of the Shares. In this context, it should be noted that that nature of the

business of the Company is generally transparent and does not involve long-tail characteristics affecting

the determination of profits. No performance conditions apply to deferred bonus equity awards as they are

already considered to have been earned by reference to performance.

Employees who are not Participants in the 2010 LTIP

Any bonuses in excess of £50,000 payable to employees who are not Participants in the 2010 LTIP will

normally be subject to 30% deferral, with 20% in the form of deferred cash payments and 10% in deferred

equity. The Company adopted this approach in 2009 in respect of bonuses payable for the year ended

31 December 2008 and has decided to apply it as a general policy in future.

Participants in the 2010 LTIP 

The Remuneration Committee has discretion to determine the extent to which annual bonuses payable to

Participants in the 2010 LTIP are deferred and, in normal circumstances, anticipates applying a more

extensive deferral policy for Participants. The annual bonus payable to Participants in respect of the year

ending 31 December 2010 will be deferred by means of deferred cash payments and restricted equity as

shown below: 

Element of bonus deferred

Portion of Annual Bonus Cash Equity Total

£50,000 – £100,000 20% 10% 30%

£100,000 – £200,000 20% 20% 40%

Greater than £200,000 20% 30% 50%

For bonuses between £50,000 and £100,000, 30% of the whole bonus is deferred. Bonuses above

£100,000 are deferred as above on an incremental basis. 

Pension and Benefits

It is the Company’s normal policy not to contribute to pension schemes on behalf of employees. In the

case of employees who work for acquired businesses, contributions or a cash supplement in lieu of

pension contributions may be made. The Company provides employees with private medical insurance

and death-in-service benefits but otherwise does not provide benefits in kind. 

Equity Incentives

Equity incentives are intended to provide rewards to recipients over the long term that promote a sense of

ownership and align recipient’s interests with those of shareholders. It is the view of the Remuneration

Committee that equity incentives are applied to best effect when focused primarily on key individuals, whilst

recognising that more modest participation amongst a wider group is also desirable to encourage cohesion

and commitment. 

The 2010 LTIP has been designed to provide key employees with the opportunity to build a meaningful

equity stake in the Company dependent upon the level of value created. Participants will benefit only from

an increase in shareholder value from current levels, thereby closely aligning their interests with those of

Shareholders. The structure of the 2010 LTIP features a performance period of three years, after which

one third of the options arising may be exercised with a further third exercisable after four years and the

6



final third after five years, thereby providing a significant retentive effect on those key employees for the

benefit of the Company. 

The Remuneration Committee considers that in order to incentivise the successful and timely

implementation of the Company’s strategy to restore shareholder value, and to facilitate retention, it will be

appropriate to make significant one-off initial grants to Participants to achieve the desired degree of equity

weighting. Initial grants to Participants are expected to account for up to 70% of the units available under

the 2010 LTIP with the remaining units being retained for new joiners and to make ongoing grants.

Grants under the 2010 LTIP may be made over a period of five years after its approval. The weighting of

the initial grants will mean that significant rewards to Participants may take place between the end of the

scheme’s third and fifth years, but the effect of this should be mitigated by ongoing awards and the

accumulation of employee-owned equity under the bonus deferral policies. 

Full details of the terms and conditions of the proposed 2010 LTIP are set out in Section III of this Circular. 

The Committee does not believe that the Existing Share Incentive Plans are well-suited to achievement of

the Company’s objectives and, following the approval of the 2010 LTIP, no further grants will be made

under them. As at the date of this document, there are options over 17.3m Shares outstanding under the

Existing Share Incentive Plans. Not all of these options are likely to be exercisable in view of the exercise

prices or performance conditions that pertain to them. In the event that the Company were to make market

purchases of sufficient Shares to satisfy all those currently expected to be exercisable, the additional cash

cost would currently be about £5.0m (after utilising approximately 3.3m Shares already held in the

Company’s employee share ownership trust that would be available for the purpose).
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PART III – THE 2010 LTIP

Overview 

A major component of the new remuneration policy for key employees is the introduction of the 2010 LTIP.

The 2010 LTIP is designed to reward Participants for promoting a sustained improvement in corporate

performance and shareholder value over the medium to long term. Participants will be granted LTIP Units

that entitle them to a share of the return to Shareholders above a pre-determined base value measured

over the Performance Period. The base price for the initial grant of LTIP Units will be 75 pence per Share,

and 10% of the value created by a rise in the share price from 75p to £1, and 20% of the value created

by a rise in the share price above £1, will be attributable to LTIP Unit holders. Vesting of LTIP Units will be

subject to the satisfaction of underlying corporate performance conditions relating to return on capital

employed (“ROCE”) and comparative total shareholder return (“TSR”).

At the end of the Performance Period, vested LTIP Units will be converted into LTIP Options over sufficient

Shares to deliver the requisite value to Participants. One third of such LTIP Options will become exercisable

immediately; a third one year later and the remaining third will be exercisable after two years. As a result,

the incentive and retentive effect of the 2010 LTIP lasts for up to five years. The operation of the 2010 LTIP

is illustrated below:

Year 1 Year 2 Year 3 Year 4 Year 5

One third of 
LTIP Options 
exercisable 

One third of 
LTIP Options
exercisable 

One third of
LTIP Options
exercisable

Value transfer: 10% of 
any increase in 

shareholder return from
Base Price to £1.00 

and 20% of any 
increase above £1.00

Start of Performance
Period - Participants
granted LTIP Units. 
Base Price set at

£0.75. 

End of Performance
Period - LTIP Units
converted to LTIP

Options according to 
value created and

provided performance 
conditions satisfied
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The following examples demonstrate the returns to Shareholders and Participants under various

assumptions of share price growth assuming the performance conditions are satisfied:

Example 1 Example 2 Example 3

Base Price (£) 0.75 0.75 0.75

Achieved Share Price at end of Performance Period (£) 0.75 1.50 2.00

Market Capitalisation at end of Performance Period (£m) 186.08 372.17 496.22

Total Return (£m) 0.00 186.08 310.14

Total Return p.a. 0.0% 26.0% 38.7%

Shareholders:

Total return (£m) 0.00 155.07 254.31

Annualised return 0.0% 22.4% 33.3%

Participants:

Total return (£m) 0.00 31.01 55.83

Share of enlarged equity 0.0% 8.3% 10.0%

Performance Conditions 

The 2010 LTIP will only provide rewards to Participants if the Achieved Share Price at the end of the

Performance Period is greater than the Base Price and the following Performance Conditions have been

satisfied:

– the Return on Capital Employed of the Company is at least 12.5% per annum on average over the

Performance Period (“the ROCE Condition”); and

– the Total Shareholder Return on a Share is at least equal to that of the total return on the Hoare Govett

Smaller Companies (“HGSC”) over the Performance Period (“the TSR Condition”).

These Performance Conditions shall be selected for initial grants under the 2010 LTIP. The selection of

Performance Conditions for subsequent grants is at the discretion of the Remuneration Committee

although it is anticipated that, in foreseeable circumstances, similar conditions will be chosen.

The Performance Conditions have been selected for the following reasons:

The ROCE Condition 

The ROCE Condition provides a measure of the quality of the Company’s earnings and serves to promote

the most effective allocation of capital investment within the business. The Board believes that an

acceptable, consistent ROCE is important in providing attractive absolute returns to Shareholders. For the

purpose of measuring the ROCE Condition for any grant of LTIP Units, the change in ROCE will normally

be assessed by reference to the published financial statements of the Company immediately prior to the

date of grant and immediately prior to the end of the Performance Period.

The TSR Condition

The TSR Condition is intended to ensure that Participants are rewarded for outperformance of the

Company’s peer group and not just as a result of an improvement in general economic conditions.

Comparative performance will be measured against the Hoare Govett Smaller Companies Index because

the Company is a member of the Index and it is also the principal index used by a significant proportion of

the Company’s major shareholders to benchmark performance. For the purpose of measuring the TSR

Condition for any grant of LTIP Units, relative share price performance will normally be assessed over the

Performance Period, but in the case of initial grants, it will be measured over the three years ended

31 December 2012.
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Further terms and conditions of the 2010 LTIP

Operation

The Remuneration Committee will supervise the operation of the 2010 LTIP.

Participation 

Any employee of the Company selected by the Remuneration Committee is eligible to participate in the

2010 LTIP. Non-executive directors are not eligible to participate.

There will be 1,000 LTIP Units in total. 100 LTIP Units will be granted to the Chief Executive. It is envisaged

that the majority of LTIP Units shall be granted to key employees in the executive team and each business

unit (covering approximately 25 key employees). A portion would also be used to encourage cohesion and

commitment more generally across the Company and some LTIP Units shall be reserved for grants to new

recruits. 

Grant of Awards

LTIP Units will normally be granted to each Participant within a 42 day period following the date of

publication of the interim or annual results of the Company. No awards will be granted during a Close

Period. It is envisaged that initial grants will be made as soon as practicable after the preliminary

announcement of the results of the Company for the year ended 31 December 2009 and the Performance

Conditions relating to this grant shall be assessed by reference to the financial statements of the Company

for the three years ended 31 December 2012.

Grants of LTIP Units may be made solely at the inception, or scaled at any time over the life, of the 2010

LTIP. It is however envisaged that a substantial proportion will be granted at the outset. Subsequent grants,

for example to new recruits, will also have a Performance Period of three years from the date of grant, with

Performance Conditions measured by reference to the relevant preceding financial years (for example,

conditions relating to a grant in March 2011 would be assessed by reference to the financial statements

of the Company for the three years ended 31 December 2013). 

The Base Price for subsequent grants shall be set at 75p to ensure consistency amongst Participants and

the value of individual LTIP Units. However, in determining the number of LTIP Units to be granted in a

subsequent grant, the Remuneration Committee shall take account of the inherent value of LTIP Units

compared to those comprising the initial grant; i.e. the extent to which they are “in” or “out of the money”.

Delivery Mechanism

Part A: Grant of LTIP Units

At the inception of the 2010 LTIP, Participants will be granted a specified number of LTIP Units. Subject to

the satisfaction of the Performance Conditions and delivery of value to Shareholders over the Performance

Period, LTIP Units may be converted into a number of LTIP Options as described in Part B below. 

Part B: Conversion of LTIP Units into LTIP Options

At the end of the Performance Period, LTIP Units held by Participants will be converted into LTIP Options

provided the Achieved Share Price exceeds the Base Price and the Performance Conditions have been

satisfied.

The number of LTIP Options into which each LTIP Unit will convert will be determined by reference to the

Total Incentive Value as follows:

Step 1: The Total Incentive Value per Share is determined by comparing the Achieved Share Price to the

Base Price and is calculated as (a) 10% of any increase in the price of a Share between the Base

Price of 75p and £1.00, plus (b) 20% of any increase in the price of a Share above £1.00.

Step 2: The Total Incentive Value per Share is multiplied by the number of shares in issue at the end of

the Performance Period to give a Total Incentive Value attributable to all the LTIP Units awarded

to Participants. The Total Incentive Value is divided by the total number of LTIP Units to calculate

the value attributable to each LTIP Unit.
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Step 3: The value of each Participant’s grant of LTIP Units is calculated by multiplying the value of a LTIP

Unit by the number of LTIP Units granted to them. This value is then divided by the Achieved

Share Price to determine the number of Shares the Participant is entitled to receive. The LTIP

Units held by the Participant are then converted into LTIP Options over that number of Shares. 

This process is illustrated by the following example (which for simplicity assumes that all LTIP Units have

been granted at the beginning of the relevant Performance Period):

Base Price 75p

Achieved Share Price 150p

Number of Shares in issue 248,112,117

Total number of LTIP Units granted 1,000

Total Incentive Value per Share

10% x (£1.00-£0.75) = 2.5p

20% x (£1.50-£1.00) = 10.0p
—————

12.5p
—————

Total Incentive Value 

248,112,117x 12.5p = £31,014,015

Value per LTIP Unit £31,014

Total number of Shares for Participants 20,676,010

Conversion ratio (LTIP Options per LTIP Unit) 20,676

Exercise of LTIP Options

LTIP Options that have been granted following the conversion of LTIP Units will become exercisable in three

tranches:

● One third on the date of conversion;

● One third on the first anniversary of the date of conversion; and

● One third on the second anniversary of the date of conversion.

These LTIP Options can be exercised until the seventh anniversary of the date of conversion, at which point

any unexercised LTIP Options will lapse.

The exercise of a LTIP Option will be conditional upon the Participant paying any taxes due as a result of

the exercise. Under current tax legislation, the Company obtains relief at the prevailing rate of corporation

tax (currently 28%) for the full value accruing to a Participant through the exercise of an LTIP Option,

including any employer’s National Insurance contributions the Company incurs, as this is deductible when

determining the amount assessable to corporation tax. In view of this tax benefit and the recent increases

in the level of higher rates of employee income tax and national insurance, it is the current intention of the

Remuneration Committee not to make grants conditional upon the agreement of Participants to pay the

employer’s National Insurance contributions arising on the exercise of LTIP Options, although it will retain

the right to do so.

Testing of Performance Conditions

LTIP Units will be subject to a three year Performance Period and the Performance Conditions will be

tested at the end of the period. There will be no opportunity to re-test. In the event that the Performance

Conditions are not satisfied, the LTIP Units shall not be converted into LTIP Options and will lapse but shall

be available to the Remuneration Committee for subsequent grants.
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Cessation of Employment

LTIP Units 

If a Participant leaves employment prior to the conversion of LTIP Units into LTIP Options, the LTIP Units

will normally lapse unless the Remuneration Committee, in its absolute discretion and acting in good faith,

decides otherwise. If a Participant’s cessation of employment is the result of certain events, for example;

injury, disability, ill health, retirement, redundancy or death, the Committee would normally determine that

all or part of that Participant’s LTIP Units may be converted into LTIP Options. 

In applying this discretion, the Committee shall, when determining the number of LTIP Units capable of

conversion, take account on the date of cessation both of the extent to which the Performance Conditions

are on target to be satisfied and the proportion of the Performance Period completed. 

LTIP Units that lapse as a consequence of the cessation of employment of a Participant shall be available

to the Remuneration Committee for subsequent grants.

LTIP Options

If a Participant leaves employment prior to any LTIP Options held becoming exercisable, such options will

normally lapse unless the Remuneration Committee in its absolute discretion decides otherwise. If a

Participant’s cessation of employment is the result of certain events, for example; injury, disability, ill health,

retirement, redundancy or death, the Committee will normally determine that all of that Participant’s

unexercised LTIP Options may be exercised.

Change of Control

LTIP Units

In the event of a takeover, reconstruction, amalgamation or winding up of the Company, the Remuneration

Committee in its absolute discretion and acting in good faith shall consider the terms on which LTIP Units

may convert to LTIP Options. In doing so, it shall consider the proportion of the Performance Period

completed and the extent to which Performance Conditions have been met prior to the events resulting in

the change of control. The Committee will consider whether it is appropriate, in the circumstances, to

adjust the number of LTIP Units which convert into LTIP Options. 

LTIP Options

On a change of control any existing LTIP Options, or LTIP Options granted in connection with the change

of control as described above, will be exercisable for a period of time determined by the Remuneration

Committee in its discretion.

Overall Plan Limits

LTIP Options may be satisfied by newly issued or market purchased shares. The Company may issue up

to 10% of its issued share capital within a ten-year period to satisfy the exercise of LTIP Options. Any

additional Shares that may be required to meet obligations arising under the plan will be purchased in the

market. Dilution will be determined based on the issued share capital at the point of conversion of LTIP

Units into LTIP Options. This dilution limit will also apply to treasury shares if these are used by the

Company for the purposes of the 2010 LTIP.

Allotment and Transfer of Shares

Ordinary shares subscribed as a result of the exercise of LTIP Options will not rank for dividends payable

by reference to a record date falling before the date on which the LTIP Option was exercised but will

otherwise rank pari passu with existing Shares.

Adjustments 

On a variation of the capital of the Company, the Base Price in relation to LTIP Units and the number of

Shares subject to a LTIP Option may be adjusted in such manner as the Remuneration Committee
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determines and the advisors of the Company confirm to be fair and reasonable. In particular, the

Committee shall make adjustments to take account of any special dividend or return of capital in

determining the Total Incentive Value.

Duration

The Remuneration Committee may not grant LTIP Units under the 2010 LTIP more than five years after

its approval by Shareholders and any LTIP Units that have not been granted at the end of this period

shall lapse.

The Remuneration Committee shall keep the Company’s incentive arrangements under review, particularly

as the operative period of the 2010 LTIP draws to a close and shall, if appropriate, put new proposals to

Shareholders. The potential effect of the initial grants giving rewards by the fifth anniversary of approval of

the scheme will be mitigated by ongoing grants and increased employee Share ownership under the bonus

deferral policies.

Amendments

Amendments to the Rules may be made at the discretion of the Remuneration Committee. However, the

provisions governing eligibility requirements, limits and individual participation limits cannot be altered to

the advantage of Participants without prior shareholder approval, except for minor amendments to benefit

the administration of the 2010 LTIP, to take account of a change in legislation or to obtain or maintain

favourable tax, exchange control or regulatory treatment for Participants or for the Group. 

The Committee may add to, vary or amend the Rules of the 2010 LTIP by way of a separate schedule in

order that the 2010 LTIP may operate to take account of local legislative and regulatory treatment for

Participants or the relevant Group Company, provided that the parameters of these arrangements will

provide no greater benefits than the Rules of the 2010 LTIP as summarised above.

Subject to the safeguards noted above, the Committee may amend the 2010 LTIP (including by the

addition of one or more sub-plans relating to shares in a group company) in such manner as may be

necessary to obtain approval of the 2010 LTIP (or one or more sub-plans) by HM Revenue & Customs as

a company share option plan under Schedule 4 to the Income Tax (Earnings and Pensions) Act 2003.

General

LTIP Units, LTIP Options and any other rights granted pursuant to the 2010 LTIP are non-pensionable.

Non-Transferability of Awards

LTIP Units and LTIP Options are not transferable except in the case of a Participant for whom a trustee is

acting, in which case the trustee will be able to transfer the benefit to the Participant.

Employee Benefit Trust

The Company intends to establish or utilise an existing discretionary employee benefit trust to be used

in conjunction with the 2010 LTIP and to facilitate the deferral of the equity element of annual bonuses

(the “Employee Trust”). The Employee Trust will be an employees’ share scheme within the meaning of

s.743 of the Companies Act and, subject to acting on recommendations from a committee of the

Board, will have full discretion with regard to the application of the trust fund. The Company will be able

to fund the Employee Trust to acquire shares in the market and/or to subscribe for shares at nominal

value in order to satisfy LTIP Options granted under the 2010 LTIP. Any shares issued to the Employee

Trust in order satisfy LTIP Options will be treated as counting towards the dilution limits that apply to

the 2010 LTIP. For the avoidance of doubt, any shares acquired by the Employee Trust in the market,

including those used for the purpose of the equity element of deferred annual bonuses, will not count

towards these limits. 

Note: This section summarises the main features of the 2010 LTIP but does not form part of it and should

not be taken as affecting the interpretation of the detailed terms and conditions constituting the Rules.
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Copies of the Rules will be available for inspection at the registered office of Collins Stewart plc, 88 Wood

Street, London EC2V 7QR, which is also the venue of the General Meeting, during normal business hours

on Monday to Friday each week (public holidays excepted) from the date of this document until the close

of the meeting. The Directors reserve the right, up to the time of the General Meeting, to make such

amendments and additions to the Rules as they consider necessary or desirable, provided that such

amendments and additions do not conflict in any material respect with the summary set out in this section.
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PART IV – DEFINITIONS

The following definitions apply throughout this document, the notice of a General Meeting of the Company

and the enclosed Proxy Form.

2010 LTIP the Collins Stewart plc 2010 Long Term Incentive Plan

Achieved Share Price the price of a Share at the end of a Performance Period,

determined as the average of the closing prices of a Share over

the 30 day period prior to the end of the Performance Period

Base Price the price per Share determined by the Remuneration

Committee at the commencement of a Performance Period

that must be exceeded by the Achieved Share Price in order to

create Total Incentive Value. The Base Price for the initial grant

of LTIP Units shall be 75p per share

Close Period any time when employees of the Company are prohibited from

dealing in Shares by the appendix to Chapter 16 of the Listing

Rules of the Financial Services Authority, a Company code or

any other regulation which prohibits dealing in Shares

Companies Act (or the Act) The Companies Act 2006, as amended

Company Collins Stewart plc

Control the meaning of control set out in Section 995 of the Income Tax

Act 1997

Conversion The conversion of LTIP Units into LTIP Options at the end of a

Performance Period and subject to the Rules

Existing Share Incentive Plans The Collins Stewart Long Term Incentive Plan, the Collins

Stewart Tullett plc Company Share Option Plan and the Collins

Stewart Tullett plc Unapproved Share Option Scheme 

General Meeting The general meeting of the Company, notice of which is set out

on page 17 of this Circular, convened for the purpose of

approving the 2010 LTIP

Group Collins Stewart plc and its subsidiaries and subsidiary

undertakings and, where the context requires, its associated

undertakings

LTIP Options an option to acquire Shares granted under Part B of the Plan

on Conversion

LTIP Units an instrument whose notional value is based on the conversion

of the LTIP Units and which provides a conditional entitlement

to the grant of LTIP Options

Participant an eligible employee approved by the Remuneration

Committee and granted a 2010 LTIP award

Performance Conditions the performance conditions as determined by the

Remuneration Committee at the date of grant

Performance Period three years from the date of grant
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Remuneration Committee the Remuneration Committee of the Board of Directors of the 

(or Committee) Company

Return on Capital Employed the Company’s earnings before interest and tax (EBIT),

(or ROCE) divided by the capital employed, where capital employed is the

Company’s net assets plus debt less cash and bank deposits. 

The Remuneration Committee will have discretion, which it will

apply in good faith, to adjust the calculation of ROCE to take

account of significant unusual or unforeseen items that, in the

opinion of the Committee, would otherwise distort the

underlying return on capital achieved, and for changes in

accounting policy

Rules the rules of the 2010 LTIP

Shares Ordinary shares of 25p each in the Company

Total Incentive Value the aggregate value attributable to Participants at the end of a

Performance Period through the operation of the 2010 LTIP 

Total Shareholder Return (or TSR) the return on one Share calculated as share price appreciation

plus distributions paid over the relevant period.
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PART V – NOTICE OF GENERAL MEETING

Collins Stewart plc

NOTICE OF GENERAL MEETING 

Notice is hereby given that a General Meeting of Collins Stewart plc (the “Company”) will be held on the

8th Floor, 88 Wood Street, London EC2V 7QR on Monday, 8 February 2010 at 12.00 noon. in order to

consider and, if thought fit, pass the following resolution:

ORDINARY RESOLUTION 

Resolution 1 will be proposed as an Ordinary Resolution

1. That, the 2010 Long Term Incentive Plan (the “2010 LTIP”), the principal terms of which are described

in Part III of the Circular accompanying this Notice, and a copy of the rules of which are produced to

the meeting and initialled by the chairman of the meeting for the purposes of identification, be and is

hereby approved and adopted and the directors of the Company be and are hereby authorised to do

all such acts and things necessary or expedient to carry the same into effect.

By order of the Board 

Simon Pearce ACA 

Company Secretary 

Registered office: 

88 Wood Street 

London 

EC2V 7QR

Registered in England and Wales No. 5807587
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Notes to the Notice of General Meeting

Entitlement to attend and vote

1. To be entitled to attend and vote at the General Meeting (and for the purpose of the determination by

the Company of the votes they may cast), shareholders must be registered in the Register of

Members of the Company at 6.00 p.m. on 6 February 2010 (or, in the event of any adjournment,

6.00 p.m. on the date which is two days before the time of the adjourned meeting). Changes to the

Register of Members after the relevant deadline shall be disregarded in determining the rights of any

person to attend and vote at the meeting. 

Website giving information regarding the General Meeting

2. Information regarding the General Meeting, including the information required by Section 311A of the

Companies Act 2006, is available from www.collinsstewart.com

Appointment of Proxies

3. Members of the Company at the time set out in Note 1 above are entitled to appoint a proxy to

exercise all or any of their rights to attend and to speak and vote on their behalf at the meeting. A

Proxy Form which may be used to make such appointment and give proxy instructions accompanies

this Notice of General Meeting. A proxy may only be appointed using the procedures set out in these

notes and the notes to the Proxy Form.

4. A proxy need not be a shareholder of the Company but must attend the General Meeting. Details of

how to appoint the Chairman of the Meeting or another person as a proxy using the Proxy Form are

set out in the notes to the Proxy Form. If a shareholder wishes their proxy to speak on their behalf,

they must appoint someone other than the Chairman as their proxy and give their instructions directly

to them. 

5. A shareholder may appoint more than one proxy in relation to the General Meeting provided that each

proxy is appointed to exercise the rights attached to a different share or shares held by that

shareholder. A shareholder wishing to appoint more than one proxy should contact the Company’s

registrars, Capita Registrars, on 0871 664 0300.

6. The appointment of a proxy, by any of the means described below, does not preclude a shareholder

from attending the General Meeting and voting in person. If a proxy has been appointed and the

shareholder attends the General Meeting in person, the proxy appointment will automatically be

terminated.

Appointment of proxy using the enclosed Proxy Form

7. The notes to the Proxy Form explain how to direct a proxy how to vote on each resolution or withhold

their vote. To appoint a proxy using the Proxy Form, the form must be: 

● completed and signed;

● sent or delivered by hand (during normal business hours only) to the Company’s registrars,

Capita Registrars, PXS, 34 Beckenham Road, Beckenham, Kent, BR3 4TU; and

● received by Capita Registrars no later than 12.00 noon on 6 February 2010.

8. In the case of a member which is a company, the Proxy Form must be executed under its common

seal or signed on its behalf by an officer of the company or an attorney for the company. Any power

of attorney or any other authority under which the Proxy Form is signed (or a duly certified copy of

such power or authority) must be included with the Proxy Form.

Electronic appointment of proxies

9. As alternative to completing the enclosed Proxy Form, shareholders may appoint a proxy

electronically by going to the following website: www.capitaregistars.com. You will be asked to enter
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your Investor Code which can be found on your dividend tax voucher or other correspondence from

Capita Registrars. For an electronic proxy appointment to be valid, the appointment must be received

by Capita Registrars no later than 12.00 noon on 6 February 2010. 

Appointment of proxies through CREST

10. CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy

appointment service may do so by using the procedures described in the CREST Manual. CREST

Personal Members or other CREST sponsored members, and those CREST members who have

appointed a voting service provider(s), should refer to their CREST sponsor or voting service

provider(s), who will be able to take the appropriate action on their behalf. 

11. In order for a proxy appointment or instruction made using the CREST service to be valid, the

appropriate CREST message (a “CREST Proxy Instruction”) must be properly authenticated in

accordance with Euroclear’s specifications, and must contain the information required for such

instruction, as described in the CREST Manual. The message, regardless of whether it constitutes the

appointment of a proxy or is an amendment to the instruction given to a previously appointed proxy

must, in order to be valid, be transmitted so as to be received by the Company’s registrars, Capita

Registrars (ID RA10), by 12.00 noon on 6 February 2010. For this purpose, the time of receipt will be

taken to be the time (as determined by the timestamp applied to the message by the CREST

Application Host) from which Capita Registrars is able to retrieve the message by enquiry to CREST

in the manner prescribed by CREST. After this time any change of instructions to proxies appointed

through CREST should be communicated to the appointee through other means. 

12. CREST members and, where applicable, their CREST sponsors or voting service providers should

note that CRESTCo does not make available special procedures in CREST for any particular

messages. Normal system timings and limitations will, therefore, apply in relation to the input of

CREST Proxy Instructions. It is the responsibility of the CREST member concerned to take (or, if the

CREST member is a CREST personal member or sponsored member or has appointed a voting

service provider(s), to procure that his CREST sponsor or voting service provider(s) take(s)) such

action as shall be necessary to ensure that a message is transmitted by means of the CREST system

by any particular time. In this connection, CREST members and, where applicable, their CREST

sponsors or voting system provider(s) are referred, in particular, to those sections of the CREST

Manual concerning practical limitations of the CREST system and timings.

13. The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in

Regulation 35(5)(a) of the Uncertificated Securities Regulations 2001.

Appointment of proxy by joint members

14. In the case of joint holders, where more than one of the joint holders purports to appoint a proxy, only

the appointment submitted by the most senior holder will be accepted. Seniority is determined by the

order in which the names of the joint holders appear in the Company’s register of members in respect

of the joint holding (the first-named being the most senior).

Changing proxy instructions

15. A member wishing to change their proxy instructions should simply submit a new proxy appointment

using the methods set out above. Note that the cut-off time for receipt of proxy appointments (see

above) also apply in relation to amended instructions; any amended proxy appointment received after

the relevant cut-off time will be disregarded.

16. If more than one valid proxy appointment is submitted, the appointment received last before the latest

time for the receipt of proxies will take precedence.

Corporate representatives

17. A corporation which is a member can appoint one or more corporate representatives who may

exercise, on its behalf, all its powers as a member provided that no more than one corporate

representative exercises powers over the same share.
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Issued shares and total voting rights

18. As at 20 January 2010 (being the last business day prior to the publication of this Notice) the issued

share capital of the Company consists of 248,112,117 ordinary shares, carrying one vote each.

Therefore, the total voting rights in the Company as at 20 January 2010 are 248,112,117.

19. The website referred to in note 2 will include information on the number of shares and voting rights.

Questions at the Meeting

20. Shareholders attending the meeting, either in person or by proxy, have the right to ask questions

relating to the business being dealt with at the General Meeting. Under section 319A of the

Companies Act 2006, the Company must answer any such question asked by shareholders unless:

● answering the question would interfere unduly with the preparation for the meeting or involve the

disclosure of confidential information;

● the answer has already been given on a website in the form of an answer to a question; or

● it is undesirable in the interests of the Company or the good order of the meeting that the

question be answered.

Nominated Persons

21. A person who is not a shareholder of the Company, but has been nominated by a shareholder to

enjoy information rights in accordance with section 146 of the Companies Act 2006 (a “Nominated

Person”), does not themselves have a right to appoint a proxy. Nominated Persons may have a right

under an agreement with the shareholder by whom they were nominated to be appointed (or to have

someone else appointed) as a proxy for the General Meeting. Alternatively, if Nominated Persons do

not have such a right, or do not wish to exercise it, they may have a right under an agreement with

the relevant shareholder to give instructions to the shareholder as to the exercise of voting rights. 

Documents available for inspection

22. Copies of the 2010 Long Term Incentive Plan (“2010 LTIP”) Rules will be available for inspection at

the registered office of Collins Stewart plc, 88 Wood Street, London, EC2V 7QR, which is also the

venue of the General Meeting, during normal business hours on Monday to Friday each week (public

holidays excepted) from the date of this document until the close of the meeting. 
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