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APPROVED BY THE BOARD OF FISHER & PAYKEL HEALTHCARE CORPORATION LIMITED ON 19 MAY 2017

As encouraged by the ASX Corporate Governance Council, Fisher & Paykel 
Healthcare Corporation Limited (the “company” or “Fisher & Paykel Healthcare”) 
has published certain corporate governance disclosures on its website through this 
corporate governance statement.

The Annual Report for the financial year ended 31 March 2017 incorporates this 
corporate governance statement by cross-reference. This statement was approved 
by the Board on 19 May 2017 and is accurate as at that date.

The Board and management of Fisher & Paykel Healthcare are committed to 
ensuring that the company adheres to best practice governance principles and 
maintains the highest ethical standards. The Board regularly reviews and assesses 
the company’s governance structures to ensure that they are consistent, both in 
form and in substance, with best practice.

The company is listed on both the New Zealand and Australian stock exchanges. 
Corporate governance principles and guidelines have been introduced in both 
countries. These include the Australian Securities Exchange (ASX) Corporate 
Governance Council Corporate Governance Principles and Recommendations 
(3rd Edition), the NZX Main Board Listing Rules relating to corporate governance, 
the NZX Corporate Governance Best Practice Code (to be replaced by the NZX 
Corporate Governance Code in October 2017) and the Financial Markets Authority 
handbook Corporate Governance in New Zealand Principles and Guidelines 
(collectively, the “Principles”). The Board considers that the company’s corporate 
governance practices and procedures substantially reflect the Principles (including, 
although not yet in force, the NZX Corporate Governance Code).

The ASX Corporate Governance Council Corporate Governance Principles and 
Recommendations set out eight principles of good corporate governance. On 20 
June 2016 Fisher & Paykel Healthcare changed its admission category to an ASX 
Foreign Exempt Listing. As part of this change, Fisher & Paykel Healthcare is not 
required to comply with many of the ASX Listing Rules, including the requirement 
to report against the ASX Corporate Governance Council Corporate Governance 
Principles and Recommendations. However, Fisher & Paykel Healthcare has decided 
to continue to follow the ASX Governance Council requirements and has chosen to 
use this to structure its corporate governance reporting. The company will review 
this approach after the NZX Corporate Governance Code comes into full force and 
effect.

The full content of the company’s corporate governance policies, practices and 
procedures can be found in the corporate governance section of the company’s 
website - www.fphcare.com/corporategovernance (the “Company’s Website”).

PRINCIPLE 1: LAY SOLID FOUNDATIONS FOR MANAGEMENT AND OVERSIGHT

Responsibilities of Board and Management
The business and affairs of the company are managed under the direction of the 
Board of Directors. At a general level, the Board is elected by shareholders to:

• establish the company’s objectives;

• develop major strategies for achieving the company’s objectives;

• manage risks;

• determine the overall policy framework within which the business of the
company is conducted; and

• monitor management’s performance with respect to these matters.

The Board Charter regulates internal Board procedure and describes the Board’s 
specific roles and responsibilities. A copy of the Board Charter is available on the 
Company’s  Website.

The Board delegates management of the day-to-day affairs and responsibilities 
of the company to the Chief Executive Officer and the executive to deliver the 
strategic direction and goals determined by the Board. The Board Charter records 
the specific responsibilities delegated to management.

The Board has four permanent committees which support the Board by working 
with management on relevant issues at a suitably detailed level and then reporting 
back to the Board. These committees are:

• Audit & Risk Committee

• Remuneration and Human Resources Committee

• Nomination Committee

• Quality, Safety and Regulatory Committee

Each of these committees has a charter setting out the committee’s objectives, 
procedures, composition and responsibilities. Copies of these charters are available 
on the Company’s Website. The Board may from time-to-time establish other 
committees for specific purposes. For example, last year the Board established 
the Intellectual Property Litigation Committee, comprising Tony Carter, Scott St 
John, Lindsay Gillanders and Donal O’Dwyer (although all directors are invited to 
attend the meetings). The company also has a framework for dealing with takeover 
offers, and the Board would establish an independent committee to oversee any 
acquisition of the company.  

Written Agreements with Directors and Management
Upon appointment, non-executive directors are issued a letter setting out the 
terms and conditions of their appointment. A copy of the standard form of this 
letter is available on the Company’s Website. The Chief Executive Officer and other 
members of the senior management team have employment agreements setting 
out their roles and conditions of employment. The company has set delegated 
authorities controlling the extent to which employees can commit the company.

Director’s Access to Information
The standard non-executive director appointment letter records that, with the 
approval of the Chairperson, a director may seek independent professional advice, 
at the expense of the company, on any matter connected with the discharge of that 
director’s responsibilities. Copies of this advice should be made available to, and for 
the benefit of, all Board members, unless the Chairperson agrees otherwise.
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Role of the Company Secretary

The Company Secretary reports directly to the Board, through the Chair, on all 
matters to do with the proper functioning of the Board.

Diversity

Information about diversity at Fisher & Paykel Healthcare, including measurable 
objectives and the respective proportions of men and women across the company, 
can be found in the “Diversity” section of our 2017 Annual Report.

Evaluation of Board Performance

The Board has a policy in place relating to the performance evaluation of the Board, 
the Board’s committees and individual directors. During the year ended 31 March 
2017 an externally facilitated performance evaluation was under taken by Propero 
Consulting. A summary of the company’s Performance Evaluation Policy is available 
on the Company’s Website.

The Board Charter requires the Board to undertake a two-yearly performance 
evaluation of itself that:

• compares the performance of the Board with the requirements of its Charter;

• reviews the performance of the Board’s committees;

• sets forth the goals and objectives of the company for the upcoming year; and

• effects any improvements to the Board Charter deemed necessary or
appropriate.

Evaluation of Senior Management Performance

The company’s senior executives are subject to regular performance reviews. The 
performance of senior executives is reviewed by the CEO who meets with each 
senior executive to discuss their performance, as measured against key performance 
targets (both financial and non-financial) previously established and agreed with 
that executive. During the year ended 31 March 2017, performance reviews took 
place in accordance with that process.

PRINCIPLE 2: STRUCTURE THE BOARD TO ADD VALUE

Board Composition

The number of directors is determined by the Board, in accordance with the 
company’s constitution. The constitution requires that there are at least four 
directors, and no more than nine directors. The company undertakes a number of 
checks before appointing a person, or putting forward to shareholders a candidate 
for election as a director and provides shareholders with information in its 
possession relevant to a decision on whether or not to elect or re-elect a director. 
Further information about the company’s policies for the appointment and selection 
of new directors is available on the Company’s Website.

The Board currently comprises eight directors, being Tony Carter, Michael Daniell, 
Scott St John, Lindsay Gillanders, Geraldine McBride, Arthur Morris, Donal O’Dwyer 
and Lewis Gradon. Seven of the eight directors are non-executive directors. Lewis 
Gradon  is the only executive director on the Board. The Chairperson of the Board is 
Tony Carter.

The biography of each Board member, including each director’s skills, experience, 
expertise and the term of office held by each director, is set out in the “Board of 
Directors” section of the 2017 Annual Report and is available on the Company’s 
Website.

Board Diversity and Skills Matrix

Diversity is recognised and respected at Fisher & Paykel Healthcare. At Board level, 
diversity allows us to benefit from a range of different perspectives, which leads to 
healthier debate and decision making. While all Board appointments are based on 
merit, diversity, including gender diversity, is also taken into account.

As the company operates in specialised international markets, the Board 
believes that it is important to have a board consisting of members with diverse 
backgrounds, experience and skills. The Board also believes that the tenure of 
each of its members is important as it seeks to balance independent, institutional 
knowledge gained through length of service and the importance of fresh 
perspectives in decision-making.

The following table summarises the key skills and experience, and tenure of the 
Board. 

Skills and 
Experience

Tony 
Carter

Michael 
Daniell

Scott 

St John

Lindsay 
Gillanders

Geraldine 
McBride

Arthur 
Morris

Donal 
O’Dwyer

Lewis 
Gradon

Financial 

acumen
• • • • • • • •

Sales/Marketing • • • • • • •

Engineering/

Science/

Technology/

Manufacturing

• • • • • •

Medicine/

Medical Device
• • • •

Legal/

Regulatory
• • • • •

Governance • • • • • • • •

International 

Business 

Experience
• • • • • • • •

Tenure 
(years)

6 15 1.5 25 3.5 9 4 1

Note that the Board considers that some directors will have greater expertise 
in certain areas than others, but have regarded directors who have at least the 
minimum required level of skill and experience in this area as the basis for the table 
above.

For details of individual directors see the “Board of Directors” section of the 2017 
Annual Report.
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Independence of Directors

The factors that the company will take into account when assessing the 
independence of its directors are set out in its Board Charter, a copy of which is 
available on the Company’s Website. No quantitative materiality thresholds have 
been adopted by the company because it was considered more appropriate to 
determine independence on a case by case basis.

After consideration of these factors, the company is of the view that:

1. No director is a substantial shareholder of the company or an officer of, or
otherwise associated directly with, a substantial shareholder of the company.

2. Michael Daniell and Lewis Gradon are directors who, within the last three
years, have been employed in an executive capacity by the company or
another group member, or have been a director after ceasing to hold any such
employment.

3. No director has been a principal of a material professional adviser or a
material consultant to the company or another group member, or an employee
materially associated with such service provider, within the last three years.

4. No director is a material supplier or customer of the company or other group
member, or an officer of, or otherwise associated directly or indirectly with, a
material supplier or customer.

5. No director has a material contractual relationship with the company or
another group member other than as a director of the company.

6. No director has served on the Board for a period which could, or could
reasonably be perceived to, materially interfere with the director’s ability to
act in the best interests of the company. In this context, the Board specifically
confirms that it has unanimously endorsed Lindsay Gillanders’ position as a
valued independent director of the company.

7. All directors are free from any interest or any business or other relationship
which could, or could reasonably be perceived to, materially interfere with the
director’s ability to act in the best interests of the company.

Based on these assessments, the company considers that, as at 31 March 2017, six of 
the directors are independent directors, namely Tony Carter (Chair), Scott St John, 
Lindsay Gillanders, Geraldine McBride, Arthur Morris and Donal O’Dwyer.

The roles of Chair of the Board and Chief Executive Officer are held by separate 
individuals. The company’s Chairperson is required to be an independent director 
and may not be the Chief Executive Officer.

Nomination Committee

The procedure for the appointment and removal of directors is ultimately governed 
by the company’s constitution. A director is appointed by ordinary resolution of the 
shareholders although the Board may fill a casual vacancy.

The Board has delegated to the Nomination Committee the responsibility for 
recommending candidates to be nominated as a director and candidates for the 
committees. When recommending candidates to act as director, the Nomination 
Committee takes into account such factors as it deems appropriate, including the 

diversity of gender, background, experience and qualifications of the candidate.

The members of the Nomination Committee are Tony Carter (Chairperson), 
Donal O’Dwyer and Scott St John. All members of the Nomination Committee are 
independent directors.

A copy of the Nomination Committee Charter is available on the Company’s 
Website.

Board Meetings

Normally, the Board holds eight formal meetings a year, two of which serve to 
review and approve the company’s strategy and financial plans. At the Board 
meeting in March, the Board reviews the strategy and business plans for the next 
financial year and at the Board meeting in October the Board reviews the company’s 
long-term strategic plan. Additional meetings are held as required. The Board also 
meets with senior executives to consider matters of strategic importance.

Details of attendance at Board and Committee meetings during the year ended 31 
March 2017 are contained in the 2017 Annual Report.

Induction and Continuing Development of Directors

A formal induction program is available to new directors to ensure that they have 
a working knowledge of the company. The program includes one-on-one meetings 
with management and a tour of the company’s research and development and
manufacturing facilities. All directors are regularly updated on relevant industry and 
company issues. From time to time the Board may also undertake educational trips 
to receive briefings from customers and visit operations of the company outside
of New Zealand. There is an ongoing program of presentations to the Board by all 
business units.

PRINCIPLE 3: COMPANIES SHOULD ACTIVELY PROMOTE ETHICAL AND 
RESPONSIBLE DECISION-MAKING

Codes of Conduct

The company expects its employees and directors to maintain high ethical 
standards. A Code of Conduct for the company and a separate Directors’ Code of 
Conduct set out these standards.

Both codes address, among other things:

• conflicts of interest;

• receipt of gifts;

• corporate opportunities;

• confidentiality;

• expected behaviours;

• reporting issues regarding breaches of the codes, legal obligations and other
policies of the company; and

• obligations for a director to act in good faith and in what the director  or
employee believes to be the best interests of the company.

In 2016 the Code of Conduct was revised and updated.  In 2017 training on 
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the revised Code of Conduct was developed and undertaken by New Zealand 
employees.  During the first half of the current financial year the training on the 
Code of Conduct will be undertaken by employees located outside New Zealand. 

In addition to this policy, the company has policies to facilitate the disclosure and 
investigation of matters of serious wrongdoing within the company. The company 
also has a policy that it does not make corporate level political donations.

Copies of the company’s Code of Conduct and Code of Conduct for Directors can be 
found on the Company’s Website.

As disclosed on 22 March 2017, a former employee, Simon Hall, pleaded guilty to 
charges laid by the Serious Fraud Office (SFO), in relation to actions taken while 
an employee of Fisher & Paykel Healthcare. It is understood that Mr Hall received 
approximately $213,000 in payments. When the company became aware in 2014 
of issues relating to the management of two Middle East distributors the company 
commissioned a third party to conduct an internal investigation. Following the 
outcome of the investigation, Mr Hall was dismissed for misconduct and the matter 
was referred to the SFO. The company does not tolerate this type of behaviour 
and, following an independent review, the company is confident in our systems to 
prevent a recurrence.

Trading by Company Directors and Officers Policy

The Securities Dealing Policy and Guidelines identifies circumstances where 
directors and officers are permitted to trade, or prohibited from trading, company 
securities. The company is committed to complying with legal and statutory 
requirements with respect to ensuring directors and officers do not trade company 
securities while in possession of inside information.

A copy of the Securities Dealing Policy and Guidelines is available on the Company’s 
Website.

PRINCIPLE 4: SAFEGUARD INTEGRITY IN FINANCIAL  REPORTING

Audit & Risk Committee

The primary function of the Audit & Risk Committee is to assist the Board in fulfilling 
its responsibilities relating to the company’s risk management and internal control 
framework, the integrity of its financial reporting and the company’s internal and 
external auditing processes and activities.

Under the Audit & Risk Committee Charter, the Committee must be made up of 
non-executive directors, the majority of whom must be independent. Further, 
the Chair of the Committee must be an independent director and cannot be the 
Chairperson of the Board.

The members of the Audit & Risk Committee are Scott St John (Chairperson), Tony 
Carter and Lindsay Gillanders. All members of the Audit & Risk Committee are 
independent non-executive directors. The external auditors are invited to attend 
meetings when it is considered appropriate by the Committee. The Committee, at 
least once per year, meets with the auditors without any representatives of 
management present and is encouraged to seek advice from external consultants or 
specialists where the Committee considers that necessary or desirable. 

Further details are also provided in the Audit & Risk Committee Charter available on 
the Company’s Website.

External Financial Auditors Independence Policy

The Audit and Risk Committee has also adopted a policy in respect of the 
independence of the external financial auditor. This policy places limitations on the 
extent of non-audit work which can be carried out by the external financial auditors, 
and requires the lead partner and review partner of the external financial auditors 
to change every five years. The External Financial Auditors Independence Policy can 
be found on the Company’s Website.

The Board also requires the external financial auditors to attend the company’s 
annual shareholders’ meeting in order to answer any question from shareholders 
relating to the audit for that financial year.

Approval of Financial Statements

The Audit & Risk Committee closely monitors financial reporting risks in relation 
to the preparation of the financial statements. The Audit & Risk Committee, with 
the assistance of management, works to ensure that the financial statements are 
founded on a sound system of risk management and internal control and that 
the system is operating effectively in all material respects in relation to financial 
reporting risks. As part of this process, before the company’s financial statements 
are approved,  the Chief Executive Officer and Chief Financial Officer are required 
to state in writing to the Board that, to the best of their knowledge, the company’s 
financial reports present a true and fair view of the company’s financial condition 
and operational results and are in accordance with the relevant accounting 
standards and those reports are founded on a sound system of risk management 
and internal control which is operating effectively.

PRINCIPLE 5: MAKE TIMELY AND BALANCED DISCLOSURE

The company is committed to the promotion of investor confidence by ensuring 
that the trading of company shares takes place in an efficient, competitive and 
informed market. The company believes that evenly balanced disclosure is 
fundamental to building shareholder value and earning the trust of employees, 
customers, suppliers, communities and shareholders.

The company’s Market Disclosure Policy establishes the company’s disclosure 
policies for meeting the company’s continuous disclosure obligations. A summary of 
the Market Disclosure Policy is available on the Company’s Website.

The company has formal policies for managing its disclosure requirements. The 
Disclosure Committee, comprising the Chief Executive Officer, the Chief Financial 
Officer, the General Manager Corporate and the General Counsel, is responsible for 
administering the company’s compliance with its Market Disclosure Policy, including 
its continuous disclosure obligations. Market disclosure requires the approval of 
either the Board or the Disclosure Committee, depending on the circumstances.
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PRINCIPLE 6: RESPECT THE RIGHTS OF SHAREHOLDERS

Shareholder Communications

The aim of the company’s communication arrangements is to provide shareholders 
with information about the company and to enable shareholders to actively engage 
with the company and exercise their rights as shareholders in an informed manner. 
The company’s Shareholder Communication Policy facilitates communication with 
shareholders through written and electronic communication, and by facilitating 
shareholder access to directors, management and the company’s auditors. A copy 
of the Shareholder Communication Policy is available on the Company’s Website.

The company provides shareholders with communication through the following 
channels:

• the investor section of the Company’s Website;

• the Annual Report;

• the Interim Report;

• the annual shareholders’ meeting;

• regular disclosures on company performance and news; and

• disclosure of presentations provided to analysts and investors during regular
briefings.

The Company’s Website is an important part of the company’s Shareholder 
Communications Policy. Included on the website is a range of information relevant 
to shareholders and others concerning the operation of the company and its 
subsidiaries, including information about the company and its history, biographies 
of the company’s directors and senior management, the company’s constitution, 
Board Charter (and the charters of the various subcommittees) and other corporate 
governance policies of the company.

Shareholders may, at any time, direct questions or requests for information to 
directors or management through the Company’s Website or by contacting the 
company’s General Manager Corporate the contact details for whom are available 
on the Company’s Website.

The company provides shareholders with the option to receive communications 
from, and send communications to, the company and its share registrar 
electronically.

The company has in place an investor relations program to facilitate effective two- 
way communication with investors. A summary of issues discussed at one-on-one 
or group meetings with investors and analysts, including a record of those present, 
time and venue of the meeting, is kept for internal reference only.

Shareholder Meetings

The annual shareholders’ meeting of the company is currently held in Auckland, 
New Zealand, as the Board believes this location best facilitates attendance 
by shareholders at the meeting. The Board encourages active participation by 
shareholders at the annual shareholders’ meeting and shareholders may present 
questions during the meeting.

The company also offers an electronic voting facility to allow shareholders to vote 
ahead of the meeting without having to attend or appoint a proxy.

Electronic Communications

Shareholders have the option to receive communications from, and send 
communications to, the company and its share registry electronically.

PRINCIPLE 7: RECOGNISE AND MANAGE RISK

The company has a number of risk management policies for the oversight and 
management of financial and non-financial material business risks, as well as related 
internal compliance systems that are designed to:

• optimise the return to, and protect the interests of, stakeholders;

• safeguard the company’s assets and maintain its reputation;

• improve the company’s operating performance; and

• fulfil the company’s strategic objectives.

A summary of the company’s Risk Management Policy is available on the Company’s 
Website. Although the Board ultimately has responsibility for internal compliance 
and control, the Audit & Risk Committee is responsible for oversight of the 
company’s risk management and internal control framework. Please see “Principle 
4” for information regarding the composition of the Audit & Risk Committee.

The Audit & Risk Committee, in conjunction with management, regularly reports 
to the Board on the effectiveness of the company’s management of its material 
business risks and whether the risk management framework and systems of internal 
compliance and control are operating efficiently and effectively in all material 
respects.

The company has an internal audit function that is managed internally. The 
company maintains a risk register and regularly carries out targeted internal audits 
with the assistance of specialised external providers. An annual internal audit plan is 
presented to and approved by the Audit & Risk Committee and at least four times a 
year the Audit & Risk Committee receives an internal audit report.

The Audit & Risk Committee reviews the company’s risk management framework 
annually to satisfy itself that it continues to be sound. A review of this framework 
has taken place in relation to the period under review.

Quality, Safety and Regulatory Committee

The Quality, Safety and Regulatory Committee’s role is to assist the Board in 
fulfilling its responsibilities relating to the company’s health and safety risk 
management system and oversight of the company’s quality management system. 
As part of the company’s internal audit function, regular quality system specific 
internal audit reports are received by the Committee.

The members of the Quality, Safety and Regulatory Committee are Arthur Morris 
(Chairperson), Tony Carter and Donal O’Dwyer. All members of the Quality, Safety 
and Regulatory Committee are independent directors.

A copy of the Charter of the Quality, Safety and Regulation Committee is available 
on the Company’s Website. 

Each year the company publishes a Corporate Responsibility and Sustainability 
Report. In this report the company provides information about how we manage 
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our health and safety risks and reports on the company’s health and safety risks, 
performance and management.

Material Exposure to Economic, Environmental and Social Sustainability Risks

Risks that could affect results and performance include:

• a major regulatory compliance failure resulting in product recall and/or 
significant loss;

• significant product quality issues including product liability claims;

• breach of competitors' intellectual property rights either by us or a breach of 
our intellectual property rights by a material competitor;

• a long-term structural increase in the value of the New Zealand dollar relative 
to major currencies in which sales are made;

• material sales market is unexpectedly closed or prohibitive costs are applied to 
our products and operations due to political or legislative changes;

• ethical labour concerns as a result of either our own or a supplier’s practices;

• R&D activity with patients results in injury, fatality or serious harm;

• manufacturing capacity cannot keep up with growth;

• loss of key manufacturing asset;

• the emergence of disruptive technologies, products, or therapies;

• inability to continuously and effectively innovate;

• critical system crash corrupts data and prevents production; and

• compliance with privacy regulations and laws globally 

The company has in place a number of mechanisms and internal controls intended 
to manage these areas of material business risk. These include:

• Board committees, including the Audit & Risk Committee and Quality Safety & 
Regulatory Committee;

• a quality management system;

• intellectual property teams that conduct a thorough freedom to operate 
process before products are released to market, and monitor competitor 
product releases for breaches of our intellectual property;

• ICT risk management systems;

• detailed management and financial accounting reporting systems, controls and 
policies;

• delegated authorities;

• risk management and internal audit structures to assess and evaluate risk and 
controls;

• systems to ensure that capital expenditure and leasing commitments above
a certain size obtain prior Board approval and that business transactions are 
properly authorised and executed;

• established organisational structures, setting out clear lines of responsibility for 
managers and staff; 

• occupational and safety and health policies;

• regular building services monitoring and maintenance;

• comprehensive human resources policies;

• environmental policies; and

• risk transfer mechanisms to financially mitigate major risks such as product
liability claims and damage to manufacturing assets.

PRINCIPLE 8: REMUNERATE FAIRLY AND RESPONSIBLY

Remuneration and Human Resources Committee

The Remuneration and Human Resources Committee’s role is to oversee and 
regulate remuneration and organisation matters of the company, including 
remuneration and benefits policies; performance objectives and remuneration of 
the company’s senior executives; succession planning and associated management 
development for the Chief Executive Officer and senior executives. The members of 
the Remuneration and Human Resources Committee are Tony Carter (Chairperson), 
Donal O’Dwyer and Scott St John. All members of the Remuneration and Human 
Resources Committee are independent directors. A copy of the Charter of the 
Remuneration and Human Resources Committee is available on the Company’s 
Website.

Director’s Remuneration

The Remuneration and Human Resources Committee is responsible for establishing 
and monitoring remuneration policies and guidelines for directors which enable the 
company to attract and retain directors who contribute to the successful governing 
of the company and create value for shareholders.

The company also takes advice from independent consultants, and takes into 
account fees paid to directors of comparable companies in New Zealand and 
Australia as part of its assessment of the appropriate level of remuneration of 
directors.

The directors’ fees received by non-executive directors in the year ended 31 March 
2017 are set out in the 2017 Annual Report. Executive directors are not entitled to 
receive any remuneration solely in their capacity as directors of the company. See 
the “Senior Management Remuneration” section of this statement for information 
about remuneration of executive directors.

The maximum total monetary sum payable by the company by way of directors’ 
fees is $950,000 per annum as approved by shareholders at the 2014 annual 
shareholders’ meeting.

Non-executive directors do not take a portion of their remuneration under an equity 
security plan but directors may hold shares in the company, details of which are 
set out in the “Directors’ Shareholdings” section of the 2017 Annual Report. It is the 
company’s policy to encourage directors to acquire shares on-market.

No non-executive director is entitled to receive a retirement payment unless 
eligibility for such payment has been agreed by shareholders and publicly disclosed 
during his or her term of Board service or such retirement payment is within the 
limits prescribed by the NZX Main Board Listing Rules.
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On the retirement of a director, the NZX Main Board Listing Rules allow for a 
discretionary payment by way of lump sum or pension to that director, provided 
that the total amount of the payment does not exceed that director’s total 
remuneration in their capacity as a director in any three years chosen by the 
company, and the director was in office on or before 1 May 2004 and has continued 
to hold office since that date. Any payments made will be within the limits 
prescribed by the NZX Main Board Listing Rules, subject to the discretion of the 
Board, and will take into account a range of factors, including the director’s length 
of service. The retiring director does not participate in discussions concerning any 
retirement payment to be made to them.

As approved at the 2004 annual shareholders’ meeting, the Board has resolved that 
it will not pay any future retirement benefits to non-executive directors other than, 
at the Board’s discretion, a retirement allowance of one year’s directors’ fees to each 
non-executive director in office at the time of the 2004 meeting, such amount being 
equal to the average of the annual fees paid to that director in any three years prior 
to that director’s retirement or cessation of office, and payable on retirement or 
cessation of office.

The non-executive directors’ retirement allowances that have been provided for by 
the company as at 31 March 2017 are set out in the 2017 Annual Report. 

Senior Management Remuneration

The Remuneration and Human Resources Committee is responsible for reviewing 
the remuneration of the company’s senior management in consultation with the 
Managing Director of the company.

The remuneration policy for senior management is designed to attract, reward and 
retain high quality employees who will enable the company to achieve its short and 
long term objectives.

The remuneration packages of senior management consist of a combination of a 
fixed remuneration package, the company-wide profit sharing bonus, an annual 
variable remuneration (AVR) component and a long term variable remuneration 
(LVR) component.

Annual Variable Remuneration

The AVR component is based 80% on financial measures and 20% on non-financial 
measures.

The weighting of the performance measures for financial AVR targets in the 2017 
financial year, together with the results of performance against those targets during 
that financial year, is set out below:

Performance  Measure Weighting Amount of Target Achieved

Constant currency operating profit 45% 104.0%

Constant  currency revenue 25% 102.1%

Constant currency pre-tax operating cash flow 10% 123.1%

Meeting both the financial and individual targets results in a payment of 100% of the 
AVR amount. The AVR payment amount is adjusted pro-rata, with each 1% above 
or below target resulting in a 2% increase or decrease in payment. The maximum 

payment is 140% of the AVR amount at 20% over achievement. Should any financial 
measures be underachieved by more than 10%, no AVR is payable for that measure.

The weighting of performance measures for AVR targets in the 2017 financial year 
remains the same as those used for the 2016 financial year.

Long Term Variable Remuneration

The LVR component consists of share options, performance share rights and 
participation in the company’s employee share purchase plan. These long term 
plans are intended to encourage the retention of senior management and increase 
the commonality between the interests of management and shareholders. Further 
information on the company’s LVR arrangements can be found in the “Long Term 
Variable Remuneration” section of the Company’s Website.

A general and wider disclosure of senior management remuneration is included 
in the “Employee Remuneration” section set out in the Corporate Governance 
and Statutory Information section of the 2017 Annual Report, where the company 
has disclosed remuneration (inclusive of the value of other benefits) received by 
employees or former employees of the company or its subsidiaries in the relevant 
bandings of annual employee remuneration exceeding $100,000 received in the 
year ended 31 March 2017.

With respect to employee share purchase plans or equity-based remuneration 
schemes operating with respect to company securities, no director or employee is 
permitted to enter into financial products or arrangements which operate to limit 
the economic risk of their vested or unvested entitlements.
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