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Newsletter April 2017 
This month we’ve tapped into an issue that has been troubling Directors for a number of AGM 

seasons – whether proxy advisors need to be policed by additional regulations. We also report 

on New Zealand’s newest corporate governance code and discuss the insights HR data can 

provide for both management and Boards. 

In case you missed it last week, we’ve also launched a new cloud service called Workforce & 

Governance that allows HR teams to easily create position descriptions, evaluate jobs and 

analyse pay. This month, our product featured in HRD Magazine, which you can read about 

here. To find out more about the software, contact us on 9225 3225 

and workforce@ewag.com.au or visit Workforce & Governance’s homepage. 

  
Proxy Advisors - the Case For and Against Additional Regulation 

Egan Associates has completed a special report summarising views 

and suggestions on both sides of the divide and reviewing the 

actions of other jurisdictions. 

 

What Boards Need to Know: Digital Access to Key HR Metrics 

Data has become the linchpin of almost every Board decision. But 

when it comes to HR and pay data, many Boards are flying blind. 

 
NZ's new Corporate Governance Code: Your Questions Answered 

The NZX has released the final version of its updated corporate 

governance code, including recommendations for increased 

disclosure of executive remuneration.  

 

The Agenda 

The Agenda is the must-read summary of issues influencing Boards 

of Directors and Government. 

 

 

 
  

https://www.workforceandgovernance.com/#/home
https://www.workforceandgovernance.com/#/home
mailto:workforce@ewag.com.au
https://www.workforceandgovernance.com/#/home
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KMP Report: Proxy Advisors – the Case 

For and Against Additional Regulation 
 

This month industry bodies were scheduled to take part in an Australian Securities and 

Investment Commission (ASIC) roundtable on improving relations between proxy organisations 

and the entities they report on. 

The move follows an eventful 2016 AGM 

season, where multiple high profile 

companies received a strike. The number of 

top 100 companies receiving a strike 

increased on the prior year. In addition, the 

number of companies in the top 100 

receiving a “close call”, which Egan 

Associates would define as having an 

adverse vote of over 20%, increased. 

Yet it was the scale of the companies 

receiving a strike that drew media attention. 

In the past, strikes most often occurred 

among small cap companies. 2016 was 

different. The number of companies receiving 

a strike in the top 50 rose from one in 2015 

to four in 2016. 

The profile of the leading companies drew attention to the two strikes regime and more than one 

Director voicied opinions on the quality of proxy advisor research, with some parties calling for 

increased regulation of proxy advisor activities. 

Proxy advisors meanwhile are more likely to hold the view that complaints against the quality of 

their research are generally made by companies with poor governance and believe there is no 

need for additional regulation. 

In acknowledgement of how strongly many parties feel on this topic, Egan Associates has 

summarised views and suggestions on both sides of the divide and has reviewed the actions of 

other jurisdictions. 

Egan Associates’ full report can be downloaded on the Egan Associates website.. 

 

Back to Title Page   

https://eganassociates.com.au/wp-content/uploads/2017/05/KMP-Report-Proxy-advisors-1.pdf
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What Boards Need to Know: Digital 

Access to Key HR Metrics 

Data has become the linchpin of almost every Board decision. But when it comes to HR and pay 

data, many Boards are flying blind. 

Boards tend to focus on the CEO and the top management team. Appointing the CEO is the 

Board’s direct responsibility and the Board will set the remuneration of the leadership team. 

For a few levels below that, engaged Boards will 

have a handle on the level of talent the 

organisation possesses and have an idea of 

successors they see moving up the ranks. They 

will potentially approve remuneration structures. 

Employees below these upper echelons generally 

escape Board scrutiny. Appropriately, 

management have delegated accountability to 

oversee appointments, pay, performance, 

learning and development for the majority of 

staff. 

Yet ignoring the composition and pay of the 

general workforce can lead to a strategy-

operational mismatch, money being wasted on areas of low priority, lower levels of employee 

engagement and key employees walking out the door without warning. Aggregate data on 

employees that would not normally fall under detailed Board scrutiny can be informative in 

ensuring the company’s workforce is fit for purpose. 

Increasingly, Boards are seeking access to organisation-wide information on total workforce 

metrics and key employee attributes. While remuneration or people, culture & remuneration 

committees have a primary focus on the leadership team, they are increasingly engaging in wide 

demographic and cultural issues on which they wish to be informed by management of the 

organisation’s progress. 

An improved quality of human resource information embracing predictive analytics which can 

aggregate that data in histograms, pie charts and other summarised forms can provide Directors 

with meaningful snapshots of issues which are progressively becoming front and centre. 

Egan Associates’ new Workforce suite of online tools support management in developing 

consistent documentation of roles and accountabilities and also enable the organisation to 

capture significant additional information on gender, age, tenure, job grade and current 

remuneration. 

The data can be broken down by business group or division, job family and location, enabling 

the Board to gain insight into the application of rewards across the organisation with a view to 

enhancing the organisation’s demographic balance, its reward equity, its expenditure on training 

and development and any biases which may exist that need to be addressed. 

In addition to providing condensed and meaningful access to the above data in a dashboard, 

Workforce also provides contemporary job analysis, job evaluation and pay analytics tools that 

https://www.workforceandgovernance.com/#/home
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enhance efficiencies by providing access to an organisation wide database of position 

descriptions, job grades and pay statistics to assist in minimising anomalies. 

For more information on Egan Associates’ new Workforce service contact Paul Adams or John 

Egan on (02) 9225 3225 and workforce@ewag.com.au or 

visit www.workforceandgovernance.com. 

Back to Title Page 
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NZ’s New Corporate Governance Code: 

Your Questions Answered 

The NZX has released the final version of its updated corporate governance code, including 

recommendations for increased disclosure of executive remuneration. 

Background 

For years, New Zealand companies have only 

needed to disclose Director pay on an individual 

basis. Executive pay has been reported only in 

aggregate within $10,000 remuneration bands – 

a company might say that one executive earned 

over $500,000, two executives between 

$500,000 and $490,000, etc. Shareholders 

might assume that the CEO is the highest paid 

employee in the organisation, but as 

remuneration experts would know, this is not 

always the case. 

What constitutes disclosed pay in these bands is also not always uniform, with some companies 

reporting fixed remuneration and others disclosing total remuneration, with little information provided 

on how the values for this pay are calculated. The link between pay and performance is often not 

made clear and details on incentive schemes, if there are any, are scant. 

The new additions to the NZ Corporate Governance Code will change this to a certain extent. 

How does the NZ Corporate Governance Code work? 

The Corporate Governance code uses a hierarchy of principles, recommendations and commentary. 

Principles are overarching headings, recommendations made in the code are to be adhered to on a 

comply or explain basis, while any suggestions in the commentary provide guidance towards 

recommendation implementation that can be voluntarily followed. 

This means that if companies decide not to follow a recommendation, the listing rules mandate that 

they explain why not, but there are no consequences for ignoring advice in the commentary. 

What’s new in the code for remuneration? 

The code recommends that: 

• The remuneration mix (relative weighting of remuneration components) should be disclosed for 

Directors and officers (executives). The companies would decide which employees fall under this 

term. 

• The performance criteria for Directors’ and officers’ incentive pay should also be disclosed. 

Companies do not have to disclose the precise details of targets so long as sufficient information 

is provided to inform investors as to the type of performance hurdle that applies. 

• The value of the CEO’s base pay, short term incentive and long term incentive should be 

disclosed individually as well as the performance hurdles on which their performance pay is 

based. In the commentary, the code notes that such disclosure should cover target amounts set 

for the year, short term incentive payments made in the year, long term incentive grants made in 

https://eganassociates.com.au/australia-nz-analysing-the-governance-divide/
https://eganassociates.com.au/australia-nz-analysing-the-governance-divide/
https://eganassociates.com.au/australia-nz-analysing-the-governance-divide/
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the year, and long term incentive grants that have vested in the year. For grants, the vesting 

term and the basis of the grants should be disclosed. 

The code also includes commentary that states: 

• Companies should ensure remuneration consultants report to the Board, and when referencing 

advice from consultants, should publish a summary of the consultant’s findings along with a 

declaration of independence from the consultant. 

• Actual Director remuneration disclosure should include a breakdown of remuneration for 

committee roles and for fees and benefits received for other services provided to the issuer. 

What will it mean in practical terms? 

For companies that want to remain secretive, the new code will not force them to make additional 

disclosures. Like Australia’s Principles and Recommendations, compliance with the code only 

requires companies to note whether they have fulfilled recommendations and if not, disclose their 

reasons for failing to do so. 

Yet, proxy advisors and investors are likely to apply pressure to companies that fail to comply to the 

code’s recommendations – mandatory or not, there will be increased disclosure among New Zealand 

companies, especially for larger organisations. 

Unfortunately, companies that do follow recommendations will still not be as transparent as their 

Australian counterparts, as individual remuneration information will only be provided for Directors and 

the CEO. For executives, observers will still rely on band information and the new remuneration mix 

disclosures. 

When is the code effective? 

The Code takes effect from 1 October 2017 so that it must be reported against for reporting periods 

ending 31 December 2017 and beyond. 

What’s next? 

It’s possible that mandatory requirements will be introduced in the listing rules to support certain code 

recommendations. When releasing the new code, the NZX referenced an upcoming review of its 

listing rules. One element for consideration the minimum proportion of independent Directors required 

for listed companies. Whether remuneration disclosure will be under consideration for this review is 

uncertain at this point. 

Why did the NZX update its remuneration disclosure recommendations? 

When consulting on the code, the exchange stated that “the current requirements for remuneration 

reporting are minimal” and “puts NZX out of step with global standards, particularly when compared to 

the position in Australia where legislation in particular contains extensive requirements”. In its new 

version of the code, it stated that “investors rightly have a particular interest in director and executive 

remuneration. Transparency in these areas is essential to foster investor confidence.” 

Why didn’t the NZX go further? 

NZX received submissions stating that Australia’s detailed disclosure was too confusing, reducing its 

benefit. It stated that it was “keen to avoid a similar outcome” and therefore “sought to propose 

measured amendments seeking to balance the interests of investors for greater transparency with the 

needs of issuers to retain a level of confidentiality of potentially commercially sensitive information and 

ensuring a focus on the most useful information”. 
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What’s new in areas other than remuneration? 

1. Code of ethics: The code introduces a recommendation that companies create a code of ethics 

governing the behaviour of Directors and executives and discusses what should be in that code 

of ethics. 

2. Board Composition: The code recommends that Boards have a charter setting out the roles of 

the Board and management; provide information on Directors’ holdings, experience and tenure; 

create written agreements with each Director; develop and disclose a diversity policy; as well as 

adopt formal processes to appoint Directors and review Board performance. 

3. Disclosure: It recommends that the Board create a continuous disclosure policy and disclose it, 

as well as disclosing its code of ethics, Board charters and recommended policies. It also 

recommends that the company provides financial and non-financial disclosure, with information 

on exposure to environmental, economic and social sustainability risks. 

4. Risk: The code recommends that issuers have a risk management framework and report on this 

to the Board. It also makes specific recommendations around health and safety risks, 

5. Auditor: the external auditor should attend the issue’s Annual meeting to answer questions from 

shareholders and any internal audit functions should be disclosed. 

6. Shareholder rights: The Code recommends that the company have a website where investors 

can access information, including corporate governance information with AGM information to be 

published at least 28 days before the event. The code provides suggestions in the commentary 

of what kind of information should be on the website. The code also recommends that investors 

have the ability to communicate with the company, that shareholders have the right to vote on 

major decisions that might change the nature of the company, and that there be one vote per 

share for each owner of the company. 

Back to Title Page 
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The Agenda 

Deferral to be mandatory for banks, APRA to receive power over remuneration 

policies 

In the 2017 budget, the government announced a new “Banking Executive Accountability 

Regime”. Some of the initiatives under this scheme will impact key management personnel 

significantly, affecting their privacy and remuneration. 

Examples include: 

• Authorised deposit taking institutions will 

need to advise APRA before appointing 

senior executives and Directors. Upon 

appointment, they will need to be 

registered with APRA and details of their 

role and responsibilities provided. 

• A minimum of 40% of the variable 

remuneration for executives of authorised deposit taking institutions must be deferred for a 

minimum period of four years. This proportion rises to 60% for certain executives such as 

the CEO. 

• APRA will receive stronger powers to “review and adjust” the remuneration policies of 

authorised deposit taking institutions if APRA believes those policies are “producing 

inappropriate outcomes”. 

The new rules are intended to make executives more accountable, subject them to more scrutiny 

and increase the consequences they face for not meeting expectations. There is as yet little 

detail on the proposals. 

Other Budget news 

The government did not renew the high-income earner deficit levy (an additional 2% tax for 

individuals earning over $180,000), which is due to expire in July 2017. Labor has however 

indicated that it would reinstate the levy if it came into power. 

The government also announced that it wants to increase the Medicare levy paid by almost all 

workers by half a percentage point to 2.5 per cent of taxable income from 1 July 2019 to 

provide long-term funding for the National Disability Insurance Scheme. 

The government has also provided an exemption to the work test and $100,000 non-

concessional cap for over 65s who sell their home. If a couple sells their house to downsize, 

they will be able to contribute $300,000 each to superannuation. 

Egan Associates’ new service Workforce & Governance features in HRD 

Magazine 

Egan Associates has released a new cloud service called Workforce & Governance, which allows 

HR teams to easily create position descriptions, evaluate jobs and analyse pay. Our primary point 

of contact for this service is Paul Adams. He was featured this month in HRD Magazine, writing 

http://sjm.ministers.treasury.gov.au/media-release/044-2017/
http://sjm.ministers.treasury.gov.au/media-release/044-2017/
https://www.workforceandgovernance.com/#/home
https://eganassociates.com.au/wp-content/uploads/2017/05/HRD-15.05-Technology-the-key-to-getting-pay-right.pdf
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about the many manual processes that contribute to unfair pay decisions. A copy of his 

commentary can be found here. 

WA Public Servants to have salary docked if KPIs not met 

The new West Australian Premier Mark McGowan has said that 20% of the salaries of directors-

general and department chief executives will be contingent on 20 new “whole-of-government” 

KPIs. The government will not be adopting similar measures for its ministers. 

These KPIs are yet to be developed by a review panel, but they are whole of government 

because they are intended to ensure better integration in the delivery of services across multiple 

government agencies. 

The final KPIs will be determined by Cabinet, with potential KPIs including: 

• The reduction of family and domestic violence 

• A reduction in the rate of type 2 diabetes. 

“We are keen to ensure the senior people in government have the same obligations on them as 

other areas of the economy, and that means pay is tied to performance,” McGowan reportedly 

said. “As far as I’m aware, this hasn’t been done in this country before.” 

Liberal leader Mike Nahan has voiced disapproval of the plan, noting that achievement of KPIs 

will depend on policies for which the ministers and not the public servants are responsible. 

It is interesting that the plan talks of “20% of salaries” being linked to the KPIs rather than 

additional funds being available for meeting KPIs. Psychologically, this approach could be more 

powerful as the fear of loss can be a stronger motivator than hope of a gain. 

Director Identifications 

Labor has announced that it intends to introduce identification numbers for Directors to stop the 

practice of phoenixing. 

Phoenixing is where Directors strip the assets of a company just before it goes broke and then 

use those assets to start a new company with a different name. Often the Director name will be 

fake or changed to be slightly different, making it difficult for the regulator to identify phoenix 

activity. 

The idea behind a Director Identification Number is that it would make it easier for ASIC to track 

Directors and their companies. To receive a number, Directors would have to undergo a 100-

point ID check. 

Anti-bullying claims 

When the anti-bullying laws were introduced, the AICD noted that it was unclear whether non-

executive Directors would be covered. Now a Fair Work Commission case has provided a 

precedent for Directors or Chairmen to seek anti-bullying orders against each other. 

The former Chairman of the governing Board of aboriginal lands in South Australia brought 

claims of bullying against the general manager and deputy chairman, claiming the pair were 

refusing to deal with him, disrespecting his wishes, stopping him from accessing minutes and 

defaming him. 

The Commissioner considered calls to throw the case out because the Chairman was not 

classified as a worker under the Act but ultimately decided that the Act adopted a “very wide” 

https://eganassociates.com.au/wp-content/uploads/2017/05/HRD-15.05-Technology-the-key-to-getting-pay-right.pdf
https://www.markmcgowan.com.au/news/mark-mcgowan-and-wa-labor-to-drive-a-change-in-culture-across-government-1263
https://www.markmcgowan.com.au/news/mark-mcgowan-and-wa-labor-to-drive-a-change-in-culture-across-government-1263
https://www.markmcgowan.com.au/news/mark-mcgowan-and-wa-labor-to-drive-a-change-in-culture-across-government-1263
http://www.abc.net.au/news/2017-05-24/labor-proposes-phoenixing-crackdown/8552788
http://www.companydirectors.com.au/director-resource-centre/publications/company-director-magazine/2014-back-editions/october/opinion-bullying-in-the-boardroom
http://www.companydirectors.com.au/director-resource-centre/publications/company-director-magazine/2014-back-editions/october/opinion-bullying-in-the-boardroom
http://www.afr.com/news/policy/industrial-relations/bullying-laws-cover-company-boards-after-landmark-decision-20170523-gwb348
http://www.afr.com/news/policy/industrial-relations/bullying-laws-cover-company-boards-after-landmark-decision-20170523-gwb348
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definition of a worker so that all that was needed was “the undertaking of work for a person 

conducting a business or undertaking”. 

US CEOs see minimal pay rises, long term incentives dominate 

Salary and bonus increases were rare in 2016, according to Korn Ferry Hay Group’s Annual CEO 

Compensation study including data for the 300 largest US public companies with revenues of at 

least US$9 billion. 

Total remuneration increased by 4.2% to US$12.5 million, however annual cash remuneration 

was flat, with base salary recording salary growth of 0.8% and bonus payments remaining flat. 

It was in equity grants that CEOs saw growth, with long term incentives experiencing growth of 

4.4% to US$8.8 million. Equity awards rose at 4.2%. Performance awards accounted for 

54.7% of equity awards, followed by restricted shares at 22.7% and options at 22.6%. 

Dodd Frank executive remuneration law repeal heads to the House of 

Representatives 

A US Bill that would repeal many executive remuneration sections of the Dodd Frank Financial 

Reform Act is heading to the US House of Representatives for consideration. 

Changes under consideration include: 

• Mandatory CEO pay ratio disclosure to be repealed. 

• Say on pay votes only to occur in years where changes have been made to an executive’s 

compensation instead of every three years. 

• Repeal of proposed mandatory disclosure of policies prohibiting executives and employees 

from hedging company equities. 

• Impact of clawback rules to be reduced by only mandating the clawback of executive 

remuneration in the case of an accounting revision if the executive had control or authority 

over the relevant financial report. 

It is unclear at this point whether the Bill will pass the Senate, even if it makes it through the 

House. 

Back to Title Page 
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About us 
For more than 25 years, Egan Associates has advised leading organisations and emerging 

enterprises in Australia and New Zealand on the remuneration of Board Directors, executives and 

key staff members, as well as performance management, corporate governance and Board 

effectiveness. 

Our Services include: 

• Remuneration reviews and benchmarking: for CEOs, executives, senior management and 

professional positions, including specialist roles 

• Annual incentive plan structures: advice on performance criteria, target and maximum payment 

levels as well as deferral and clawback provisions 

• Long term incentive plan structures: advice on participation, performance hurdles, equity 

instruments, valuation and allocation, as well as provision of performance monitoring services 

• Corporate transactions / IPOs: assistance transitioning pre-IPO reward arrangements into the 

listed company environment (or any other corporate transformation) considering issues including 

escrow provisions 

• Government pay reviews: assistance at federal, state and local level in administrative, policy and 

corporatised environments on reward for senior executives, professional and administrative staff, 

and governing Boards 

• Board fee reviews: benchmarking Board fee levels, including Chairman and Director retainer fees, 

Committee Chairman and member fees and fees for adhoc engagements. 

• Board effectiveness: assistance with Board documentation. 

John Egan  

John’s early career was with Cullen Egan Dell (now Mercer Human Capital), 

which he chaired from 1983 to 1989, when he formed Egan Associates. John 

has been an advisor to Boards and senior executives on organisation, governance 

and reward issues over many years. He has assisted a significant majority of 

Australia’s top 200 companies as well as a myriad of entrepreneurial 

organisations and government entities across a wide range of industries. 

John has been actively involved with Universities, chairing Sydney University’s 

Board of Advice for its Faculty of Economics & Business (2001 – 2010).  John is an Honorary Fellow 

of the University and an Adjunct Professor in the School of Business. 

His personal interests are in cool climate gardens – www.thebraesgarden.com – and he served as a 

Trustee of the Sydney Royal Botanic Gardens & Domain Trust from May 2010 to June 2014. 
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