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COMPONENTS OF REMUNERATION — FIXED AND VARIABLE
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group, which has become increasingly
international and partly because we have
added significant capability in our pursuit of

growth (the best example being the biologics

businesses which we have acquired over
the last two years). In seeking to attract,
develop and retain the best human capital

in the industry, we must remain very attentive
to the wider industry practice and the impact

of the international pay environment.

We expect to report to our shareholders
the key findings, and any changes to the
remuneration policy as a consequence of
this review, in next year’s Annual Report and
Form 20-F Information.

COMPONENTS OF REMUNERATION
During 2007, the components of employee

remuneration (including that of the Executive

Directors and SET members) comprised of
fixed and variable (ie performance-related)
elements, as illustrated below.

Throughout 2007, as in 2006, the principal
components of the total remuneration
package comprised:

> Annual salary — based on conditions in
the relevant geographic market and the

value of an individual’s sustained personal

performance to the business, resulting
from their ability and experience.

> Pension arrangements — appropriate to
the relevant national market.

> Benefits (such as healthcare) — cost-
effective and compatible with relevant
welfare arrangements.

measured over a year and contained
within a specific plan. The corporate goals
are derived from the annual financial targets
set by the Board and take into account
external expectations of performance.
The functional goals are agreed by the
Remuneration Committee at the start of,
and are monitored throughout, the year.
Bonuses are not pensionable. Individual
goals are based on annual objectives
which are linked to functional goals.

> Long-term incentive plans — for selected
groups, targeted at the achievement of
strategic objectives closely aligned with
the interests of shareholders, namely
the AstraZeneca Performance Share
Plan (PSP) described on pages 103 to
104, the AstraZeneca Share Option Plan
described on pages 104 to 105 and in line
with market practice. Some individuals
(primarily those based in the US, but
excluding Executive Directors), participate
in the Restricted Stock Unit Plan(s)
described on page 105.

> Share participation — various plans provide
the opportunity for employees to take
a personal stake in the Company’s
wealth creation as shareholders. These
plans are described in Note 26 to the
Financial Statements.

The way in which these elements of
remuneration were combined and applied
varies according to a range of factors including
specific business needs and practices in
different geographic markets, although, in
general, the more senior the role within the
business, the greater the proportion of total
remuneration was made up from variable pay.

Illustration of fixed and

variable remuneration

Based on our remuneration policy, the charts
at the top of page 101 illustrate the potential
weighting given to fixed and variable
elements of the remuneration package at
Executive Director level. Performance-related
elements of the package are shown on an
‘Expected Value’ basis, and in the event that
performance conditions are not met, such
elements would not deliver any value. The
Expected Value approach considers the
range of possible outcomes and the
probability attached to each, in order to
provide a value that represents the average
that would be delivered if the arrangements
were operated over many years. The
Expected Value for bonus payment is taken
to be the target payout level.

Fixed remuneration

Basic salary

The basic salary for each Executive Director
and SET member is determined by the
Remuneration Committee. The Company’s
policy is currently to set Executive Directors’
base salary levels by reference to practice
across the UK FTSE 30. Other SET members
are benchmarked against comparable jobs
in the countries in which they normally
work (primarily referenced against industry
comparators or companies with levels of
global operation and complexity similar to
those of AstraZeneca).

Salary decisions reflect the experience and
sustained performance of the individuals to
whom they apply, taking account of market
competitiveness and the level of increases
applicable to employees in the wider Group.
For the Executive Directors and other members
of the SET, the policy has been to position
salaries at or slightly above the median of the
relevant market.



