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Newsletter July 2017 
It’s that time of year where we publish our annual report into Directors’ fees for the top 300 

Australian and top 50 New Zealand companies. This report is the 2016 financial and calendar 

year’s last hurrah because remuneration data for 2017 will soon be released by dozens of 

companies. We’re also keen to hear your views on the use of technology in your HR 

departments. We believe this corporate activity is facing rapid change at the moment, which is 

why we’re so excited about our new cloud service Workforce & Governance.  

  
KMP Report: Director Fee Data for ASX 300 and NZX 50 Boards 

Egan Associates has published our annual KMP report detailing fees for 

Non-Executive Directors among top companies listed on the ASX and 

NZX. 

 

Is the Future of HR in the Cloud? 

Take our 5-minute survey and have your voice heard! 

 Increased Accountability Important for all Industries, not just Banks 

Treasury’s Banking Executive Accountability Regime (BEAR) provides 

food for thought for every enterprise looking to ensure KMP manage 

resources in the long-term interests of the organisation.  

 

The Agenda 

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

Directors and Government. 

 

 

 
  

https://www.workforceandgovernance.com/#/home


 

Page 2 of 13 

  

KMP Report: Director Fee Data for ASX 

300 and NZX 50 Boards 

Egan Associates has examined the remuneration of Non-Executive Directors (NEDs) from 

Australia’s top companies over more than two decades. This report explores trends over the 

most recent five-year period, including data up to the financial year ending in December 2016. 

 

Key findings from the research include: 

• Fee increases for Chairman have restored ratios between Chairmen and Non-Executive 

Directors. 

• Median committee fees are higher in 2016 than the previous years. There has also been an 

increase in the number of committees per company for two of the four ranking groups. 

• In recent years, increases in Non-Executive Director remuneration have outpaced growth in 

annual CEO remuneration and the wage growth of the average earner. The market has 

significantly outperformed all wage increases. 

• Growth in NZ Director fees was more moderate this year, although the cumulative growth 

appears to have provided a greater uplift over a number of years than that experienced by 

Australian Directors. 

To read the complete report, you can download the PDF directly from the newsletter or from our 

website. 

 

Back to Title Page   

https://eganassociates.com.au/kmp-report-director-fee-data-for-asx-300-and-nzx-50-boards/
https://eganassociates.com.au/kmp-report-director-fee-data-for-asx-300-and-nzx-50-boards/
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Is the Future of HR in the Cloud?  

HR has been adopting cloud-based solutions for years, but the pace is heating up.  Resistance to 

change is fading rapidly as the bottom-line benefits become clear. Inevitably, more and more 

processes will be delivered through a SaaS platform, such as our new cloud service Workforce & 

Governance. 

Egan Associates has created a survey that aims to find what organisations use the cloud for, 

what drives them and what their appetite for change is. You can complete the survey online, or 

if you’d like to fill out the following form and send us the results we’d be interested to see what 

your thoughts are! 

1. Does your organisation provide or use cloud-based 
software for any of the following HR services? 

 

Benefits Enrolment 

Employee Enquiries 

Employee Opinion Surveys 

Employee Self Service 

HR Dashboards 

Job Design and Position Descriptions 

Job Evaluation 

Leave Management 

Learning and Development 

Onboarding 

Organisational Charts 

Outplacement 

Pay Analytics 

Pay Reviews 

Payroll 

Performance Planning and Review 

Recognition Programs 

Recruitment 

Remuneration Surveys and Data 

Strategic Workforce Planning 

Talent Management 

Time and Attendance 

Workforce Analytics 

Comments __________________________________________________________________________________________________________________________ 

https://www.workforceandgovernance.com/#/home
https://www.workforceandgovernance.com/#/home
https://eganassociates.com.au/is-the-future-of-hr-in-the-cloud/
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2. How would you rank your organisation in terms of its 
HR software uptake? 

Early adopter – bring it on! 

Supporter – once the benefits have been shown elsewhere 

Basic adopter – payroll is software based, but not sure about the rest 

Non-believer – not convinced about the benefits at all! 

Comments   _______________________________________________________________________________________________________________________ 

3. What are the major drivers or requirements of your 
organisation’s adoption of cloud-based HR software? 

Compatibility with mobile devices 

Cost reduction 

Directive from leadership 

Ease of adoption 

Process efficiency 

Staff reductions 

Replacing on-premises software 

Upgrades are automatic with SaaS 

Not applicable 

Other (please specify _________________________________________________________________________________________________________ 

4. What are the major inhibitors to your organisation’s 
adoption of technology? 

Concerns with ongoing costs      Other (please specify) 

Concerns with privacy    ____________________________________________________________ 

Decision processes take too long    

It's difficult getting the budget 

It's difficult to develop a compelling business case 

Employee or union resistance to change 

Inadequate project management capability 

The organisation's processes are inflexible 

The need to train employees and communicate the change 

Unclear accountability for technology 
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5. Can you describe where you see the most value for HR 
from cloud-based software in the future? 

 
___________________________________________________________________________________________________________________________________ 

_______________________________________________________ ____________________________________________________________________________ 
  

6. How many hours per week does your HR team as a 
whole spend on writing position descriptions or analysing 
jobs? 

Less than 3 hours per week 

3-5 hours per week 

6-10 hours per week 

More than 10 hours per week 

7. How are your position descriptions written? 

They are written from scratch in Word (or similar software) 

They are copied and edited from other internal PDs, in Word (or similar software) 

They are adapted from PDs found online, and written in Word (or similar software) 

They are written in an online system with a database of template PDs to draw content from 

Other (please specify) ____________________________________________________________________________________________________________ 

8. How manual is your current job evaluation system? 

Completely manual or paper-based 

Some technology add-ons, but it’s very old school… 

Has online capability, as well as manual 

It’s totally online 

Comments __________________________________________________________________________________________________________________________ 

9. Does your HR dashboard cover pay and workforce 
analytics adequately? 

There's no dashboard here…     Comments 

It covers the basics      ______________________________________________ 

It’s ahead of the curve      ______________________________________________ 

It’s best practice!      _____________________________________________ 



 

Page 6 of 13 

  

10. Would you like to learn more about how cloud-based 
software can help you with job design, job evaluation and 
pay analytics?  Please enter your name, title, company and 
phone number below. 

Yes! 

No thanks 

Name: 

Title: 

Company: 

Phone Number: 

Back to Title Page 
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Increased Accountability Important for 

all Industry Sectors, Not Just Banks 

Treasury’s Banking Executive Accountability Regime (BEAR) provides food for thought for any 

industry looking to implement policies to ensure key management personnel manage resources in 

the long-term interests of the organisation. 

Treasury has this month released a consultation 

paper calling for comment on key aspects of its 

regime (announced in the May budget) including: 

• Authorised deposit-taking institutions (ADIs) 

will need to advise APRA before appointing 

senior executives and Directors. Upon 

appointment, they will need to be registered 

with APRA and accountability mapsprovided 

for their role. 

• A minimum of 40% of the variable remuneration for executives of ADIs 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 ADIs 

if it believes the policies are producing inappropriate outcomes. 

• APRA will also receive heightened powers to remove and qualify persons from APRA-

regulated institutions so that individuals who do not meet standards of competency and 

conduct cannot remain in their position. This may include streamlining disqualification 

processes and broadening the scope of people who can be disqualified. APRA may require 

ADIs to inform it where individuals have been subject to internal disciplinary hearings. 

• Penalties to apply where ADIs do not adhere to the regime. 

The objective of the BEAR is “to apply a heightened responsibility and accountability framework 

to the most senior and influential Directors and executives within ADIs, rather than replacing or 

changing the existing prudential framework or Directors’ duties”. 

The banking industry has been targeted for a number of reasons, including its importance to the 

Australian (and other) economies, its power over consumers and businesses and past episodes 

of misbehaviour. That other industries have not been targeted does not mean they do not need 

to clearly document the accountability and monitor the performance of executives in their 

organisations. Indeed, in an era where intense focus has been placed on environmental, social 

and governance aspects of a company, inappropriate actions or poor decisions made by 

subcultures of the company can have far reaching ramifications. 

Yet, this does not mean companies should rush to implement the specific recommendations 

proposed by Treasury. The focus of the BEAR is making it easier to “hold senior individuals to 

account for their behaviour in carrying out their responsibilities”. Note the emphasis we have 

placed in the above sentence. Egan Associates believes that the concepts of accountability and 

responsibility need to remain at the heart of the matter, whatever policies are implemented. 

https://treasury.gov.au/ConsultationsandReviews/Consultations/2017/Banking-Executive-Accountability-Regime
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According to the Oxford Dictionary, the definition of responsible is: 

Having an obligation to do something, or having control over or care for someone, as part of 

one’s job or role. 

The definition of accountable is: 

Required or expected to justify actions or decisions. 

The difference between the two is subtle, but important. 

An accountable person is responsible. They are obliged to undertake certain actions and 

behaviours. Yet, more than a responsible person, they are also held to account for those actions. 

In common parlance “the buck stops with them”. 

A common concern in the community is that while executives are responsible for behaviour at 

their organisations, when poor behaviour arises, they are not held to account – many would 

consider this to be proven by the lack of senior resignations or terminations after inappropriate 

bank behaviour came to light. 

The BEAR regime will guide the banks in: 

• Knowing who in the organisation is accountable, and for what 

• Knowing whether accountable persons are competent enough to conduct their roles 

effectively 

• Knowing when accountable persons have not met their obligations and taking appropriate 

action 

• Implementing a remuneration structure where accountable persons who have failed in their 

responsibilities see reductions in their take home pay as a consequence and are therefore 

held to account. 

Other industries could implement a similar regime internally, and would likely benefit from the 

added transparency on accountability within the organisation. 

Remuneration proposals 

On remuneration, the proposal to have 60% of accountable executives’ variable remuneration 

deferred for a period of four years is a very specific requirement aiming to increase 

accountability of executives. 

The idea is of course to prolong the period between executives meeting the criteria to receive a 

bonus and the payment of that bonus, such that if inappropriate behaviour comes to light, the 

payment can be cancelled or clawed back. 

More fixed remuneration? 

Treasury asked whether the implementation would cause companies to reduce variable 

remuneration and increase fixed remuneration. 

The EU introduced a banking remuneration cap earlier this decade that limits the variable 

remuneration of certain financial executives to twice fixed remuneration. Similar fears were 

voiced at the time about potential increases to fixed remuneration. The EU’s post 

implementation review found that fixed remuneration had only increased by an amount not 

considered to be material. Yet that report came less than a month after a statement from the 

Bank of England claiming the opposite. 
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Both may be correct within their dataset. The question becomes whether Australian banks 

would react to the additional deferral by raising fixed remuneration, as it is clear that such an 

action would reduce accountability for actions unless policies could put into place to claw back 

fixed remuneration when inappropriate behaviour comes to light (problematic as money is likely 

to be spent by the time such claw back would occur). 

The inflation of fixed remuneration could be discouraged by capping the amount of fixed 

remuneration that is tax deductable, although similar legislation has had unintended 

consequences in the US. 

Organisations are potentially best placed to decide how they might ensure remuneration holds 

executives account for their actions – as long as they have explained to APRA and/or 

shareholders how their remuneration policies do so and the explanation is accepted. Such 

flexibility may result in better policy that achieves the goal of accountability. 

Definitions 

Treasury also asked whether a principles-based definition of variable remuneration would be 

suitable. It stated: 

“Variable remuneration could be defined to include that part of total remuneration that is 

discretionary and conditional upon performance and the delivery of results, including individual 

and business performance and results. The definition could clarify that it is intended to reward 

performance and the delivery of results in excess of that required to fulfil a job description.” 

After the EU bonus cap was introduced, UK banks responded by introducing “allowances” and 

“role based payments” that were not related to performance, but were also not part of fixed 

remuneration and could be increased or decreased year-on-year. The banks did not include these 

allowances as variable remuneration. The EU later ruled that such payments were not fixed 

remuneration and should be included in the bonus cap calculation as variable remuneration. The 

Australian definition above could potentially to allow the allowances loophole to be utilised. 

Consistency 

In Egan Associates opinion, it is not enough to purely make executives accountable via their 

remuneration. In former Public Service Commissioner Steven Sedgwick’s recent Retail Banking 

Remuneration Review, he stated: “In a hierarchical organisation like a large bank the extent of 

consistency and alignment of the performance assessment criteria in play at each layer of the 

organisation is important to achieving a consistent cultural orientation.” 

It is impossible to hold an executive accountable for all actions in the organisation beneath them 

if there is no system to hold the ranks below accountable as well. Therefore, in the same way 

performance assessment criteria should be consistent at each layer of the organisation, Egan 

Associates believes that each layer of the organisation should be held accountable for the 

outcomes of their team and the manner in which they are achieved via their remuneration. 

This may take a different form than deferral of remuneration depending on the role and level of 

the role, but the effect should be the same – remuneration-based consequences for inappropriate 

actions or behaviour. 

Back to Title Page 
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The Agenda 
 

Super Funds not Disclosing Remuneration Correctly 

ASIC announced this month that it had 

approached 21 superannuation funds for failing 

to disclose required remuneration and 

governance information on their websites. Two 

of the super funds had assets exceeding $10 

billion while the remaining 19 were smaller 

funds. 

Five funds had failed to disclose the 

remuneration of the funds’ trustees and 

executive officers on their websites. Two funds disclosed trustee information in bands rather 

than on an individual trustee basis. 

Remuneration information has now been disclosed prominently for four of the five funds (with 

the last fund now wound up). The two funds that had disclosed remuneration in bands have 

since disclosed individual remuneration. 

Rules requiring the disclosure of trustee and executive officer remuneration have been in place 

since 1 July 2014. 

Draft Legislation to hold Super Directors Accountable 

The government has released draft legislation that if implemented will hold the trustees of 

superannuation funds accountable for breaching duties to members, bringing their accountability 

in line with Directors of managed investments. 

Such duties (in summarised form) include to: 

• Act honestly in all matters concerning the entity; 

• Perform Directors duties and exercise powers in the best interests of beneficiaries and give 

priority to the interests of the beneficiaries when conflicts arise; 

• Not do anything to prevent Directors or trustees from performing their functions and 

exercise a reasonable degree of care and diligence to ensure the covenants are met; 

Currently, contraventions of these duties are not an offence, although they can give rise to a 

claim for loss or damages by affected members. 

Under the draft legislation, trustees of superannuation funds will face fines if they contravene 

covenants in the governing rules of the entity. Serious breaches of the director’s duties (such as 

those involving intentional or fraudulent contraventions) may constitute a criminal offence 

punishable by up to 5 years imprisonment. 

The legislation also mandates annual meetings for members and gives APRA heightened powers 

to take action against underperforming superannuation funds. 

 

 

https://eganassociates.com.au/super-remuneration-disclosure-factsheet/
https://eganassociates.com.au/super-remuneration-disclosure-factsheet/
http://kmo.ministers.treasury.gov.au/media-release/070-2017/
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Spotlight on Consulting Fees Paid to Directors and Related Entities 

Exploration company Capital Mining was this month asked to clarify future and past payments to 

its Directors following a query to the ASX. 

The ASX was concerned that the company had consistently underestimated corporate and 

administration costs, while overestimating exploration costs. 

Potentially exacerbating this concern was the fact that the company had ongoing service 

arrangements with a company owned by two Directors which amounted to a figure per annum 

well in excess of Directors fees. In addition, Directors received “consulting fees” for conducting 

executive duties outside of their non-executive roles. 

The ASX query appeared to create shareholder uneasiness about the quantum of the past and 

proposed payments. The day after the company posted its responses to the ASX query, it 

announced that due to shareholder feedback resulting from the query it had decided to reduce 

the consulting fee paid to Directors for their executive work. It had also decided to change the 

arrangement with the company owned by the Directors from a retainer fee to a performance-

based fee. 

Without making any judgements in this case, it does highlight that Boards must carefully 

consider whether to outsource work to companies owned by Directors, and whether additional 

payments made to Directors above their Directors fees are appropriate. 

In addition, it is important to correctly disclose remuneration paid Directors (including to related 

parties of Directors) and the material terms of any employment, service or consulting 

arrangements with a Director or a related party of a Director. This case reveals that the regulator 

will take action if it is concerned about remuneration arrangements and their disclosure. 

Tension in the Public Service on Pay Rises 

Analysis published in the Canberra Times has revealed a dichotomy in public service pay. 

Remuneration for the Public Service’s Senior Executive Service (SES) 3 band grew 64% over a 

decade. The SES 1 and 2 bands grew by 44% and 50% respectively. In comparison, APS and 

executive level roles experienced pay rises of 32% and 36%. 

The Australian Public Service Commissioner John Lloyd blamed unions for the difference, stating 

that protracted enterprise bargaining had stopped pay rises from occurring. The CPSU claimed, 

on the other hand, that the difference came down to the executive remuneration policy, which 

includes market factors and references the private sector. 

Technology Having a Downwards Effect on Pay Packages 

Globalisation (including robotic automation) isn’t the only trend keeping pay rises down, 

according to an analysis reported this month in the Australian Financial Review. Mobile apps and 

online job marketplaces have made it easier than ever for employers to connect to job seekers 

and hire them on a non-permanent basis. 

This connectivity and the shift towards flexible, part time hours have reduced the bargaining 

power of workers, it argued. The flexibility may also have lured workers who were previously 

retired or not participating in the workforce back in, increasing employee supply. 

The effect of the wage pinch is expected to spread from jobs in industries such as 

manufacturing to lower skilled workers and white collar workers. 

http://www.canberratimes.com.au/national/public-service/unions-to-blame-public-service-wages-growing-fastest-at-higher-levels-20170713-gxabpd.html
http://www.afr.com/news/economy/weak-wages-caused-by-technology-globalisation-20170708-gx7hts
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Directors Acting Reasonably will be Protected by the Courts 

In RBC Investor Services Australia Nominees Pty Limited v Brickworks Limited [2017] FCA 

756,  the Federal Court re-affirmed that it will protect and defend the decisions of directors 

acting reasonably and in the best interests of the company. 

The Millner family is a major shareholder in both Brickworks and Soul Pattinson and Robert 

Millner is chairman of the two companies. 

Perpetual, an institutional shareholder in both Brickworks and Soul Pattinson, argued that the 

family’s ties between the companies ran so deep that they were in effect run as family 

businesses and thereby oppressive to shareholders as the relationship disenfranchised minority 

shareholders, entrenched the incumbent boards, and suppressed the share price in both 

companies. 

Justice Jagot found that: 

• Perpetual “acquired its shares knowing the cross shareholding existed and, in its capacity 

as an institutional investor, presumably understood the implications of it”, and, while “it is 

possible that the cross shareholding has contributed to shares in the companies trading at 

below net asset value per share …  whether that is so or not has not been demonstrated to 

date”. 

• the cross-shareholding agreement which had been in place since 1969, “may reasonably be 

seen as having provided each company with material benefits as a result of diversification 

which has reduced earnings volatility.” 

Justice Jagot endorsed the views that: 

• “reasonable directors” are best placed to make commercial decisions in the interests of 

shareholders. 

• It is not for the Court to intervene by putting itself in the place of reasonable directors 

acting with “the best interests of the company firmly in mind”. 

Perpetual had not proved oppression. 

Back to Title Page 

http://www.austlii.edu.au/au/cases/cth/FCA/2017/756.html
http://www.austlii.edu.au/au/cases/cth/FCA/2017/756.html
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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: 

• Workforce & Governance: an online resource to assist organisations manage position 

documentation; job evaluation; and internal pay relativity and market competitiveness. 

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

professional positions, including specialist roles 

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

listed company environment with considerations including escrow provisions 

• Advice on annual incentive plan structures, performance criteria, target and maximum payment 

levels including deferral and clawback provisions 

• Advice on long term incentive plan structures, participation, performance hurdles, equity 

instruments, valuation and allocation, as well as monitoring  

• Government pay reviews: assistance at both Federal, State and local level in administrative, policy 

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

staff and governing Boards 

• Board effectiveness: assistance with Board reviews, Board skills matrices, scenario planning and 

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 business education and training, as well as cool climate gardens – 

www.thebraesgarden.com. He served as a Trustee of the Sydney Royal Botanic Gardens & Domain 

Trust from May 2010 to June 2014. 

 

https://www.workforceandgovernance.com/#/home
http://www.thebraesgarden.com/

