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RBS board on brink as Treasury prepares
to veto £1.5bn bonuses
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The Treasury signalled last night that it was prepared to veto a £1.5 billion bonus pool at
Royal Bank of Scotland in a move that could trigger the resignation of the bank’s board.

RBS directors have been advised by the bank’s lawyers to resign if a Treasury bonus veto
means they are unable to run the bank commercially and in the best interests of all
shareholders.

People close to the Treasury signalled last night that Alistair Darling would throw out any
bonus plan at RBS that was much higher than last year’s £1 billion.

“We would not expect to see any significant increases in bonus payments. | think most
people would see 50 per cent as a major increase,” one Treasury insider said.

RBS is expected to make £6 billion in profits this year from investment banking, implying a
bonus pool 50 per cent higher than last year.

The row emerged as Lord Myners, the City Minister warned that at least 5,000 UK
bankers will earn more than £1 million this year unless action is taken. He called on major
shareholding institutions to tackle the issue immediately before it was too late.

Ronnie Fox, principal of Fox Lawyers, said: “If you are put in a position where you can no
longer do the job you are paid to do then | cannot see how you can remain in place as a
director. | would advise the board of RBS to resign in this situation.”

Vince Cable, the Liberal Democrats Shadow Chancellor, said: “I would welcome their
resignations. The bank cannot hold the taxpayer to ransom.”

The Treasury has intervened directly to demand the right of veto over this year's bonus
payments at the bank, which is 70 per cent controlled by the taxpayer.

Institutional shareholders have raised concerns that restricting RBS’s ability to make
reasonable bonus payments this year will impede the bank’s ability to compete
commercially and retain top bankers next year.

Investors have urged Stephen Hester, the chief executive, to drive a hard bargain with the
Treasury over the final size of the bonus pool.



RBS said last night: “Our agreed business plan requires us to operate commercially in
competitive markets and this plan underpins the prospects of recovering value for
taxpayers and other shareholders alike. We understand and embrace the need to ensure
pay meets the new G20 and Financial Service Authority requirements and will continue to
advocate this and other ways to address public concerns relating to banks and always pay
on the principle of no rewards for failure.”

Mr Darling demanded control over RBS bonus payments as a condition for allowing the
bank to join the Government’s insurance scheme for troubled assets and pumping a
further £25.5 billion of taxpayers’ money into the bank.

The Treasury has already forced RBS to agree to pay bonuses in shares to all staff who
earn more than £39,000 a year, and in stages over three years.

Mr Hester told MPs yesterday that RBS has not yet set a precise figure for the bonus pool
that it will submit to the Treasury, and UKFI, the body that manages the Government’s
shareholdings in banks, for approval.

He said: “No determination or proposals have been made over bonuses. | do think that
this is a tightrope to be walked.”

He acknowledged that the Treasury’s intervention in RBS’s bonus policy had made life
more difficult for the bank.

He said: “If RBS is unable to retain and motivate staff then it will be very difficult to fulfil
our goal of making the bank safe, serve our customers and enabling the taxpayer to sell
out at a profit.”



