Remuneration Report (audited)
Letter from Remuneration Committee
Dear Shareholder,
To complement the first public Remuneration Report by Redbubble, this introductory letter provides background on
Redbubble’s remuneration policies.
Redbubble is pursuing a valuable mission: to create the world’s largest marketplace for independent artists, bringing
more creativity in the world. This mission is long-term and audacious. The Company is well advanced but building on the
established position requires continued scalable growth. If the company is successful, significant shareholder value will
be created and Redbubble will establish itself as an iconic Australian technology company.
Redbubble remuneration policies from the Board and CEO down are aligned to the mission and its long-term nature.
Given the inevitable uncertainties, we have sought to craft policies that create an alignment of interests with long-term
share value creation. Specifically, we opt to provide:
•
•
•

Base level fixed compensation that is at market for the position
Short-term incentives, for KMP, based on achievement of specific Key Performance Indicators (KPIs)
Long-term incentives, across the organisation, in the form of stock options granted at no less than the share-price
at time of grant and vesting out over 4 years.

These practices have served Redbubble well. In the five years prior to its listing, trailing twelve-month GTV, which is a
sum total of all successful transactions on the platform, including taxes and artist margin, excluding refunds, fraud and
chargebacks, expressed in Australian dollars, has grown from under $10 million to over $140 million and the share price
Compound Annual Growth Rate (CAGR) has been 65%. Along the way, competitors, backed by some of Silicon Valley’s
best venture firms, have been outpaced by Redbubble. Application of these practices has allowed Redbubble to recruit
and retain a strong board, executive team and exceptional employees. These practices have ensured that all parties are
aligned on long-term share value price accretion and participate in the value created.
As we look to FY 2017 we are intending on moving further to bolster the focus on long-term shareholder value creation
by increasing the importance of stock options in all remuneration packages. Such options only becoming valuable with
share value growth and with Redbubble now publically listed, share value is more apparent and useful in attracting,
retaining and motivating all parties.
The existing practices reflect the motivations and intentions of the CEO and co-founder, Martin Hosking to create a
mission driven company of enduring value. His own shareholding in the Company, at ~25% ensures alignment between
his interests and those of other shareholders. His own compensation is based on the same methodology as used for
other executives.
With welcome and appreciation for both new and continuing shareholders,
Your Remuneration Committee,
Teresa Engelhard (Chair), Grant Murdoch (member) and Stephanie Tilenius (member)
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1. Remuneration Report overview
The Directors of Redbubble Limited present the Remuneration Report (the Report) for the Company for the financial year
ended 30 June 2016. This Report forms part of the Director’s Report and has been audited in accordance with section
300A of the Corporations Act 2001.
The report details the remuneration arrangements for KMP. KMP are those persons who, directly or indirectly, have
authority and responsibility for planning, directing and controlling the major activities of the Company.
The
table below
outlines the KMP of the Group and their movements during FY2016.
Key Management
Personnel
Name

Position

Richard Cawsey

Chair, Non-executive director

Teresa Engelhard

Non-executive director

Greg Lockwood

Non-executive director

Grant Murdoch

Non-executive director (appointed 1 January 2016)

Chris Nunn

Non-executive director (resigned 28 October 2015)

Stephanie Tilenius

Non-executive director

Executive director

Martin Hosking

Managing Director and Chief Executive Officer (CEO)

Other key management
personnel

Rob Baumert

Chief Fulfilment and Analytics Officer (CF&AO - effective 1
November 2015, CFO up to 31 October 2015)

Corina Davis

General Counsel and Company Secretary (US)

Vanessa Freeman

Chief People and Culture Officer (CP&CO - appointed 24 August 2015)

Victor Kovalev

Chief Technology Officer (CTO - appointed 14 December 2015)

Barry Newstead

Chief Operating Officer (COO)

Chris Nunn

Chief Financial Officer (CFO - appointed 1 November 2015)

Non-executive directors
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2. Overview of executive remuneration
2.1 What is Redbubble’s remuneration strategy?
Redbubble’s remuneration strategy is based on three principles:
• The creation of enduring value
• Motivating and rewarding an engaged ownership mindset
• Aligning remuneration to shareholder value growth
Redbubble’s remuneration framework is designed to attract, motivate and retain qualified and experienced leaders; to
fairly remunerate executives for their contribution to Redbubble; and to reward high performance and shareholder value
growth.
Redbubble’s executive remuneration framework has higher at risk and equity components than Australian and global
peers (discussed below). Redbubble aims to set annual remuneration (fixed plus Short Term Incentives (STI)) below the
50th percentile. Total remuneration potential is above the 50th percentile if target share price appreciation over four
years is realised.
Executive remuneration levels are reviewed annually by the Remuneration Committee with reference to both
Redbubble’s remuneration strategy, company performance and external benchmarks.
As a high-growth, online marketplace, Redbubble benchmarks itself against Australian and global peers. For Australian
based roles, the primary source of remuneration benchmarking is a group of Australian listed companies in the
technology sector with similar values for market capitalisation, employee headcount and revenue. For the CEO and
Australian-based KMP remuneration levels for comparable roles in Silicon Valley are also taken into account. For USbased KMP, the primary source of remuneration benchmarking is a group of US-based private and public companies in
consumer internet sector also with similar market capitalisation, revenue levels and headcount.

2.2 How does Redbubble’s remuneration strategy take into account shareholders’ interests?
Redbubble remuneration strategy is aligned with long-term shareholder value growth through the use of four-year
option grants for Long Term Incentives (LTIs) and measurable KPIs which determine STI awards.
The company-wide KPI goals for the organisation in FY 2016 were GTV and repeat GTV growth as drivers of company
valuation and Redbubble’s share price. In addition, effective recruiting and staff satisfaction, measured via participation
in the Great Place to Work (GPTW) survey, and organisational integration are part of the personal KPIs. The survey is
conducted annually by The Great Place to Work Institute and is published in BRW magazine.

2.3 Elements of remuneration
The remuneration of the CEO and KMP are set out in section 6 (Statutory and Share-based reporting).
Redbubble provides an appropriate and competitive mix of remuneration components with an emphasis on value
derived from share price growth and a long-term focus.
The three components of Redbubble’s remuneration framework post listing are Fixed Remuneration, STIs and LTIs.
16

Remuneration Report (audited)
Fixed remuneration

The fixed component comprises base salary, allowances and superannuation (or foreign equivalent).
Fixed remuneration is designed to reward for:
• The scope of the executive’s role
• The executive’s skills, experience and qualifications
• Individual performance
Total fixed remuneration (TFR) is set to reflect the market for a comparable role. TFR for KMP is generally targeted at or
below median levels compared to similar roles at comparator companies.
Short term incentives

STI awards are granted under the Company’s Short Term Incentive Plan (STI Plan). The STI benefit for a participant is
subject to the achievement of company and personal KPIs.
Where targets are achieved and a participant receives an STI benefit, a portion of the benefit is given in the form of cash,
with the remainder given in the form of performance rights under the Company’s Employee Equity Plan with a 2 year
deferral.
The Redbubble Board retains discretion in approving STI cash payments and equity.
Under the Company’s STI Plan, executives have the opportunity to earn an annual incentive award which is delivered in
cash and Performance Rights. The terms of the STI Plan are set out below. It is anticipated that the terms of the STI awards
will be reviewed and, if considered appropriate, amended on an annual basis. The aim of the STI program at Redbubble
is to set, focus and align the organisation to actionable and measurable annual targets. While it is the smallest
component of remuneration in terms of relative magnitude, the STI targets are key drivers of share price value, so an
explicit outcome of performance against STI targets is a parallel increase in LTI value.
Annual remuneration (fixed + STI)

Due to higher than typical, albeit at risk, LTI potential, annual remuneration for KMP is generally targeted below median
levels compared to similar roles at comparator companies.
Who is eligible?

Invitation to participate in the STI Plan is at the discretion of the CEO. Participation is limited to
executives who can materially impact the financial and operational performance of the Company.
A participant must have six or more months’ active employment to be eligible to receive an STI
benefit in respect of a particular financial year. A participant’s STI benefit will be pro-rated where
they have not been actively employed (or participating in the STI Plan) for the whole of the financial
year.
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How is
performance
measured?

For FY2016, for the CEO, the STI benefit is dependent on the Company achieving specified
performance targets which apply to the entire STI award.
For participants other than the CEO, an STI award comprises two equal (i.e. 50%) components, the
first being dependent upon achievement of the Company’s performance targets, and the second
upon achievement of the participant’s personal performance targets (which are tailored to each
participant).
A participant will not receive a benefit in respect of either component unless they achieve at least a
satisfactory review for the purpose of their personal performance targets (see further in ‘STI benefits’
below).

How much can
executives earn in
STI?

A target STI award is set for each participant, expressed as a dollar value. A participant’s target STI
award is set having regard to the participant’s role and responsibilities.
The amount of the STI benefit that a participant actually receives is dependent upon the extent to
which Company and personal performance targets have been achieved.
For FY2016, the CEO’s STI benefit depends on the Company’s performance against the GTV and
Repeat GTV targets below. The Board has the discretion to adjust the benefit depending on the
Company’s Gross Profit (GP) and personal measures for the CEO, specifically the results of a ‘Great
Place to Work’ survey and Completion of the IPO. The maximum STI benefit that the CEO may
receive for FY2016 is 150% of target STI.
For FY2016, for participants other than the CEO:
- assuming the participant meets their personal targets, their STI benefit for the component of STI
relating to Company performance will range between 50% (where a minimum threshold GTV of
$116.0 million is achieved) to 125% (where the target GTV is exceeded by at least 30%) of the
target for that component; and
- the participant’s STI benefit for the component of their STI award relating to personal performance
will range between 50% (in the case of a ‘large miss’ of their personal targets) to 100% (in the case
of achievement of their personal targets) of the target for that component.
In each case, the Board has the right to increase or decrease a participant’s STI benefit by 20% to
reflect ‘headwind’ or ‘tailwind’ conditions respectively. The maximum STI benefit a participant may
receive for FY2016 is 132% of target STI.
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How is an STI
benefit provided

An STI benefit will be delivered partly in cash and partly in the form of $Nil price options and
Performance Rights granted under one of the Employee Equity Plans.
For FY2016, the CEO will receive 60% of any STI benefit in cash and 40% in the form of Performance
Rights.
Other participants who joined the Company:
• prior to the start of FY2016 will receive two thirds of their STI benefits in cash and one third
in the form of Performance Rights; and
• after the start of FY2016 will receive half of their STI benefits in cash and half in the form of
Performance Rights.

When is it paid?

The STI award is determined after the end of the financial year following a review of performance
over the year against the STI performance measures by the CEO (and in the case of the CEO, by the
Board). The Board approves the final STI award based on this assessment of performance.

Deferral terms

In calculating the number of Performance Rights to be granted, the dollar value of the relevant
component of the STI benefit will be divided by the Volume Weighted Average Price (VWAP) over a
representative 5-day period. The board retains the right to review the VWAP period for extraordinary
events that are considered to have distorted the VWAP.
All Performance Rights will be subject to time based vesting conditions with 50% of Performance
Rights comprised in a particular award vesting one year after their date of allocation and the
remaining 50% vesting two years after their date of allocation

What happens if
an executive
leaves?

If an executive voluntarily resigns from Redbubble, or has their employment with the Redbubble
group terminated for poor performance or misconduct, prior to the relevant vesting date, no STI is
awarded for that year. Similarly, any unvested deferred STI is forfeited, unless otherwise
determined by the Board.
The Board has the discretion to accelerate vesting of Performance Rights and may exert this
discretion in certain cases (for example due to the death or disablement of a participant or a change
of control of the Company).

Long term incentives

LTIs, in the form of stock options that vest over four years are the remuneration differentiator at Redbubble. All
executives have received LTI awards in the form of Options or Performance Rights that vest over multiple years.
Redbubble LTI plans have a 4-year vesting schedule and the realisable value of the options is 100% at risk.
All Redbubble executives have received LTI awards, in the form of Options or Performance Rights that vest over multiple
years. LTI grants are made to executives to align remuneration with the creation of shareholder value over the long-term.
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How is it paid?

KMP receive share options or performance rights in accordance with Redbubble’s employee equity
plan

How much can
executives earn?

The value KMP will realise from LTI grants will depend on the appreciation of Redbubble’s share
price over four years.

How much is at
risk?

Redbubble’s LTIs are 4 year vesting options with the strike price set at the market value at time of
issue. If Redbubble’s share price does not increase or if it declines from the exercise price at
issuance, the LTI will be worthless, thus it is effectively 100% at risk relative to share price
performance.

What happens if
an executive
leaves?

If an executive resigns or is terminated for cause, any unvested LTI awards are forfeited, unless
otherwise determined by the Board.
The treatment of unvested and vested and unexercised awards will be determined by the Board
with reference to the circumstances of cessation.

2.4 Changes in FY2016
The Board introduced deferred component of STI in FY2016 to better align the STI plan to shareholder value.

3. Performance and executive remuneration outcomes in FY2016
A key underlying principle of the Group’s executive remuneration framework is that the remuneration levels should be
linked to Group performance.
The Group’s key financial measures of performance over the last 5 years are summarised in the table below.

GTV less sales taxes and artists’ margin, adjusted for unearned revenue pending shipment, equals Group's revenue.
Revenue has consistently been approximately 80% of GTV.
The growth in the Group’s revenue and GTV not its earnings has been the significant driver in the share price
appreciation. The Company listed on the ASX on 16 May 2015 so limited trading history exists, however, the Company’s
offer price of $1.33 at Listing represents a CAGR of 65% in its valuation from $0.11 5 years ago.
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3.1 Performance against STI measures
A combination of financial and non-financial measures are used to measure performance for STI awards. Redbubble
performance against those measures is as follows for FY2016:

In assessing holistically the performance of KMP in FY2016, the Board has used its discretion to award 100% of target
STI. In making this decision the Board considered: higher than forecasted earnings before interest, tax, depreciation and
amortisation (EBITDA) and GP, and significantly higher than targeted GPTW survey improvements. The STI award as a
percent of maximum potential STI was 67% for the CEO and 76% for other KMP.

4. How remuneration is governed
4.1 Remuneration Committee role
The Committee is responsible for reviewing and advising the Board on remuneration policies and practices. The
Committee also reviews and advises the Board on the design and implementation of short and long term incentive
performance packages, superannuation entitlements, termination entitlements and fringe benefits policies.
The remuneration of Directors, the CEO, KMP, managers and team members is reviewed by the Remuneration
Committee which then provides recommendations to the Board.
The members of the Committee during FY2016 were: Teresa Engelhard (Committee Chair), Stephanie Tilenius, Grant
Murdoch (appointed 1 January 2016) and Chris Nunn (ceased 28 October 2015 upon appointment as CFO).

4.2 Use of remuneration advisors
The Committee obtains independent advice from remuneration consultants, Hewitt Associates Pty Ltd on the
appropriateness of remuneration based trends in the US and Australia.
Both Hewitt Associates Pty Ltd and the Committee are satisfied the advice is free from undue influence from the KMP to
whom the remuneration recommendations apply.
The Remuneration Committee engaged remuneration advisors to provide remuneration recommendations leading up to
Redbubble’s IPO. The remuneration advisors provided market remuneration data and recommendations on the
remuneration mix and quantum for senior executives.
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The remuneration advisor’s recommendations were provided to Redbubble as an input into decision-making only. The
Remuneration Committee considered the recommendations, along with other factors, in making its remuneration
decisions.
Hewitt Associates Pty Ltd was paid a fees of $40,000 for the remuneration recommendations.

4.3 Clawback of remuneration
In the event of serious misconduct or a material misstatement of the Group’s financial statements, the Board has the
discretion to reduce, cancel or clawback any unvested STI or LTI.

4.4 Executive employment agreements
CEO and Managing Director

The Company has entered into an employment agreement contract dated 10 August 2006 with Martin Hosking, the
Company’s CEO and Managing Director, to govern his employment with Redbubble.
The table below summarises the remuneration arrangements of the CEO.

Martin’s contract provides that he will receive an amount of fixed annual remuneration, which amount is subject to
review by the Company. His fixed annual remuneration is currently $395,120 per annum (inclusive of 9.5% employer
superannuation contribution).
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The Company has also agreed to provide Martin with discretionary benefits of:
•
•

Until 31 March 2016, personal accommodation at a leased premises in Melbourne during the working week.
From 1 April 2016 the financial equivalent of this benefit was transferred into salary.
A wellness allowance (a benefit that is generally available to all Redbubble employees). In FY2016 this
allowance was valued at $600.

In FY2016 Martin’s target STI award is $125,000, with a maximum STI benefit of $187,500. Martin will receive 60% of
any STI benefit in cash and the remainder in Performance Rights. The Performance Rights will be subject to time based
vesting conditions with 50% of Performance Rights comprised in a particular award vesting one year after their date of
allocation and the remaining 50% vesting two years after their date of allocation.
Under the terms of Martin’s employment contract, either party is entitled to terminate Martin’s employment contract by
giving one month’s written notice. The Company may, at its election, make a payment in lieu of that notice based on
Martin’s base remuneration package.
Other senior employment arrangements

All other executives are employed on open ended individual employment contracts that set out their terms of their
employment. Each agreement varies according to the individual KMP but typically includes:
•
•
•

Termination provisions incorporating notice periods and payments of one month
Performance and confidentiality obligations on the part of both the employer and employee
Eligibility to participate in the Company’s Employee Equity Plan

Termination provisions

The Board considers the CEO’s significant shareholding and the unvested options of all KMP to be more effective means
of retaining critical talent than termination notice periods.
KMP contractual termination provisions are as follows:
Resignation

Termination for cause

CEO notice period (by company or executive)

1 month

None

CFO notice period (by company or executive)

6 months

None

1 month (AUS)
None (US)

None

Other executives' notice period (by company or executive)

In the case of termination due to death, disablement, redundancy or notice without cause the Board may in certain
circumstances use its discretion to approve a payment of up to 6 months’ salary.
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5. Overview of non-executive Director (NED) remuneration
Redbubble’s NED policy is designed to attract and retain high calibre directors who can discharge the roles and
responsibilities required in terms of good governance, strong oversight, independence and strong alignment of interests
with long-term shareholder value creation. NED remuneration reflect the demands and responsibilities of the directors.
The Remuneration Committee reviews NED remuneration against comparable companies. The Board also considers
advice from external advisors when undertaking the review process.
NED remuneration reflects the directors’ board and committee activities.
Directors are also to be reimbursed for all reasonable travelling and other expenses properly incurred by them in
attending Board meetings or any meetings of committees of Directors, in attending any general meetings of the
Company or otherwise in connection with the business or affairs of the Company. Directors may be paid such additional
or special remuneration if they, with the approval of the Board, perform any extra services or make special exertions for
the benefit of the Company.
There are no retirement benefit schemes for Directors, other than statutory superannuation contributions.
Maximum aggregate NED fee pool

The total amount paid to all Directors for their services must not exceed in aggregate in any financial year the amount
fixed by shareholders in a general meeting. Upon establishment this amount has been fixed by the Board in accordance
with the Constitution at $1,200,000. Any changes to this amount in future will require approval by shareholders in a
general meeting in accordance with the ASX Listing Rules.
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6. Statutory and share-based reporting
6.1 Executive KMP remuneration for the year ended 30 June 2016
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6.2 NED remuneration for the year ended 30 June 2016
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7. Equity instruments held by Directors and KMP
7.1 Option, performance rights and warrant holdings
The tables below disclose the number of share options, performance rights and warrants granted, exercised, vested or
forfeited during the year.
Option holdings

Share options do not carry any voting or dividend rights, and can only be exercised once the vesting conditions have
been met, until their expiry date.
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Performance rights holdings

Performance rights do not carry any voting or dividend rights. The liquidity event condition for the performance rights is
satisfied on 16 November 2016, 6 months after the date of the IPO, whereupon a proportion of the rights will fully vest
by reference to time-based vesting schedules.
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Warrant holdings

Warrants do not carry any voting or dividend rights, and can be exercised until their expiry date.

7.2 Shares issued on exercise of options/rights
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7.3 Shareholdings of Directors and KMP
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8. Equity grants outstanding
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