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Comply or Explain

How the NZX Corporate Governance Code Operates

The Code provides recommendations and
commentary, which intend to give effect to the
general principles outlined within the Code.

The Code’s recommendations apply to Issuers on a
‘comply or explain’ basis, enabling Issuers to adopt
alternative governance practices to those set out in
the Code’s recommendations, as long as they are
explained to the market.

Issuers are not required to report against the matters
contained in the commentary.

Overarching theme or concept

Comply or explain

Voluntary

Prescriptive mandatory requirements
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Principle 2 — Board composition

* Principle 2 of the Code which applies the following overarching principle:

“To ensure an effective board, there should be a balance of independence, skills, knowledge,
experience and perspectives.”

« Recommendation 2.4 currently provides that every issuer should:

“Disclose information about each director in its annual report or on its website, including a
profile of experience, length of service, independence and ownership interests and director
attendance at board meetings.”

« Commentary sets out factors that may impact a director’s independence status
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Consultation Proposals — Director Independence

‘Disqualifying Relationship’

Current Definition
 Definition narrowly interpreted
« Concern with a ‘tick-box’ approach

Proposed Amendments
« Consider Code factors on an inclusive basis
« Factors are examples

« Consider all the interests and relationships of a
director



Consultation Proposals — Director Independence

Disclosures relating to determination of independence

Current Disclosures
» Lack of explanation of independence

« Greater disclosure of non-independence

Proposed Amendments
 Amend Recommendation 2.4 — disclose why independent if a Code factor is present
 Aligns with ASX settings




Consultation Proposals — Director Independence

Changes to independence assessment factors

Significant annual revenue from the issuer within past year

Personal Relationships: social or business connections

External Audit Relationships: within last 3 years to align with recommendation
» Tenure: clarify that tenure of 12 years or more may indicate non-independence — disclose
succession planning

Recognition of role of non-independent directors

* Non-independent directors valuable stewards
« Conflict management arrangements
* Rules set the board composition requirements




Consultation Proposals — Director Independence

Independence of the Chair

Split recommendation 2.9 into separate requirements
* Chair of the board should be independent
« Chair and CEO should be different people

 Aligns with international practice




Consultation Proposals - Committees

Audit Committees
 Amend Code commentary — disclose the skills and experience of audit committee members

Takeover Committees
 Amend Code commentary - disclose composition of takeover committee, once established

Remuneration Committees
« Composition — inclusion of executive directors?
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Consultation Proposals - Remuneration

« Split recommendations 5.1 and 5.2

* Non-financial goals: executive performance-based remuneration

Consultation Feedback
 ESG matters relevant consideration when setting remuneration

Proposed Amendments
« Executive performance-based remuneration linked to issuer’'s non-financial goals and values
* Disclose generic eligibility and vesting hurdles for LTI schemes




Consultation Proposals - Remuneration

Independent Advice

Current commentary settings

« Public statement of reliance on an independent remuneration report for director remuneration, make public:
« summary of the external consultant’s findings
« consultant’s independence declaration

« Submitters supported greater disclosure

Proposed commentary amendments

« Reliance on independent remuneration report (whether or not publicly stated), make public:
« summary of the external consultant’s findings
- summary of assumptions and methodology

« consultant’s independence declaration




Consultation Proposals - Remuneration

Gender pay gap reporting

 Discuss in more detail in next week's session

« Commentary amendment - encourage issuers in the NZX 50 with more than 50 employees to
report







Thank you

We look forward to seeing some of you at our second workshop on 13 September

The information provided is a guide only and intended for general information purposes. It does not constitute investment
advice. Any representation or statement expressed in this information is made in good faith on the basis that NZX Limited
(NZX) or any of its related companies is not able to be liable in respect of such representation or statement arising in any way
including from any error or omission. This information should not be relied upon as a substitute for detailed advice from an
authorised financial adviser. NZX does not guarantee the accuracy and/or completeness of the information, or the accuracy
of third-party information. NZX assumes no responsibility to update this report after publication. Except for any liability which
cannot be excluded, NZX, its directors, officers, employees and agents disclaim all liability for any error, inaccuracy or
omission, or any loss suffered through relying on this report. All information provided is confidential in nature and is imparted
in confidence. As such, the information should not be disclosed to any other person. No part of this information may be
redistributed or reproduced in any form or by any means without the written consent of NZX. Copyright © NZX Limited.
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