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Good afternoon to all those present and those who are viewing this presentation via live webcast on www.nzx.com. 
I’m Simon Allen, NZX Board Chairman, and on behalf of NZX it’s my pleasure to welcome you to this 2006 Annual Meeting, and to extend our thanks for your participation.  First I’d like to introduce my fellow NZX Board members [INTRODUCE].  
We are here to deliver strong leadership to NZX and I am confident to report to you that the business is tightly controlled and in good shape.  It is delivering on its mandate to drive and support the development of New Zealand’s capital markets, and to draw value from their growth and evolution.  And it has a growth strategy that is both viable and vital. 
The NZX Board is elected to exercise its considered judgement across a range of issues, including providing governance, to ensure the right CEO is in place and appropriate delegations are enacted, that business strategy is sound, that risk is managed sensibly, that the environment in which the business operates is as favourable as possible.  
SLIDE 1 In short, we are here to provide direction, challenge, guidance and support.  We are not here to manage the business on a day-to-day basis.  In the case of NZX, that is the job of CEO Mark Weldon and his management team.  

SLIDE 2  In this context I want to be explicit about a number of issues that have been raised in the resolutions to be put at this meeting.  The first is NZX Board composition and selection and, more specifically, why the Board has indicated that it cannot endorse the election of Mr Babbage, who has nominated himself as a Director.  This does not imply a value judgement of Mr Babbage’s skills, experience or personality.  Nor does it represent a desire by the Board to clothe the selection process in secrecy of Da Vinci Code proportions.   Our job is to know what this business is about, to gauge what it will look like in future, and to understand what it needs to get it there.  
Further, we regard it as one of the core duties of the Board to shareholders to plan for the right skill set and experience on the Board to meet the strategic objectives of NZX.  I am confident that this Board is fulfilling those duties.  Choosing a new NZX Director is not something we take lightly.  Last year we carried out a detailed evaluation of the skill and experience mix on the Board.  For example, we consider that the need for direct international markets experience is well-served by Nigel Williams, who has listed companies on the Singapore, London, New York and Hong Kong stock exchanges.  Nigel also has extensive experience in New Zealand-based clearing and settlement structures.   
In addition, we sought a Director who had extensive governance experience, along with experience in manufacturing, exporting, finance and regulation.  We found that person in Henry van der Heyden and Henry has more than proven his mettle since.  Those Directors who are seeking re-election will speak to their commitment to bringing value to NZX shortly.
SLIDE 3  I also want to take this opportunity to clarify the function of the co-regulatory framework in New Zealand and the respective roles of NZX and the Securities Commission within that.  NZX and the Commission share the fundamental objective of improving the reputation of New Zealand’s capital markets.  This is critical to the ongoing growth and sustainability of our markets.  NZX’s mandate within this framework is to guide and educate Listed Issuers and Market Participants on compliance with the Listing and Participant Rules, and to refer breaches of those Rules to NZX Discipline for appropriate action.  Where there is concern that activity in our markets may be in breach of the Acts administered by the Securities Commission, NZX will refer those matters to the Commission.  
The NZX Board and the Commission have jointly drafted some operating principles to guide the co-regulatory framework going forward.  One of these is that the NZX Board and the Commissioners will meet regularly to discuss any matters of mutual concern and interest.  Personally, I have found the first two of these meetings extremely positive and fruitful.  The Board looks forward to an ongoing working relationship on that level.

Specifically, the Commission’s report on the failure of Access Brokerage serves as a touchstone for where our markets were in 2003 and early 2004, and where there is progress still to be made.  Whilst it’s fair to say that NZX and the Commission have “agreed to disagree” on some aspects of the report, the Board’s view is that healthy debate is to be encouraged.
One further note of clarification, this time about the role of the Special Division.  
Special Division is a totally independent and transparent body established – and constituted permanently – to decide on matters concerning NZX’s own compliance with its Listing Rules.  Special Division was established specifically because of the conflict that would exist were NZX to rule on its own waiver applications, for example.  Special Division performs the function that NZX performs for all other listed companies and it bills NZX for its time.  It was established as a result of a lengthy and comprehensive consultation process across the markets, with the Securities Commission and with government.  

SLIDE 4  Members of Special Division must be approved by the Commission.  The members are:

· Peter Hays – Chair of Special Division and a well-known consultant with an accounting firm.

· Peter Wilson – a professional accountant and director of a number of listed companies

· Nick Short – General Counsel of Carter Holt Harvey, and
· Michael Jeffs – a general manager at Goldman Sachs with extensive investment banking experience.
So when you read in the media, as we do with monotonous regularity, that “NZX granted itself a waiver from its own Rules” – please know this – NZX does not and cannot grant itself a waiver from its own Rules.  Any circumstance which may require a waiver has to be presented to the Special Division, which is completely independent of NZX and whose members are approved by the Securities Commission.  Special Division cannot be influenced by NZX any more than a particular Listed Issuer or a Participant can influence NZX.  It simply does not happen.
One such example is the current lack of understanding surrounding the CEO’s five percent pay increase for the 2005 year.  When the Board of any Listed Issuer, NZX included, decides that an increase to their CEO’s salary is warranted – and that the final sum would total more than .5 percent of that Issuer’s Average Market Capitalisation and applies to a director – the Issuer must apply to NZX for a Ruling under the Listing Rules.  That application has to be supported by independent documentation.  NZX handles many such applications from Listed Issuers in any given year.  Clearly, NZX cannot make the ruling for itself.  That is why the Special Division was established – precisely to consider matters that NZX, as a regulator, would normally consider as part of its regulatory function – but should not consider, because they pertain to NZX itself as a Listed Issuer.  
Put simply, no waiver was applied for or granted.  The Listing Rules provide a procedure for dealing with contracts of this nature and that procedure is applicable to all companies.  NZX followed that procedure.  The only difference as it applies to NZX is that the procedure was operated by the independent Special Division rather than by NZX's own regulatory team.   That is why the Board has recommended voting against the resolution regarding the CEO’s salary contained in the notice of meeting – not because there is any effort to avoid being transparent, but precisely because that transparency, and independent judgement, is available via the Special Division.  

That being said, I believe that as shareholders of NZX you have every right to understand how your Board determines and measures performance criteria for the CEO, and how that relates to remuneration.  

In a formal sense, the performance of the CEO of NZX is evaluated according to strict criteria, which reflect NZX’s strategy and the role he is expected to play to support that.  
SLIDE 5  The categories and their relatively even weightings reflect the expected performance of the CEO in core markets business, new business development, financials, internal and external leadership, and strategic risk management and environment creation.  By the latter we mean creating an optimal operating environment for NZX and our stakeholders in the markets via leadership and influence across the economic spectrum.  Concrete examples include stock lending provisions, tax policy and the savings framework.  Mark will go into a little more detail on some of these areas later.

The formal scorecard, coupled with regular CEO reporting to the Board and regular and robust evaluation, ensures that CEO performance is monitored and extended in required areas.  The formal nature of the process also enables the Board to link CEO remuneration directly with performance.  You will be aware that there is a Remuneration Committee within the NZX Board that engages external parties, as required by the Listing Rules, to benchmark the CEO’s remuneration against comparable roles in New Zealand and overseas.  The Board is very comfortable that Mark Weldon’s remuneration falls well within the parameters defined by external benchmarks and his performance against it is robustly evaluated.  Hence my confirmation just now of the robustness and independence of that process.  

The fact is that the CEO is ultimately accountable for the performance of the entire organisation.  You can judge that performance for yourselves on the basis of NZX’s 2005 full year and 2006 first quarter results, plus the initiatives currently in train.  

To touch briefly on those results, the Board is confident that they reflect the determination with which NZX has set about developing and cementing independent and sustainable revenue streams.
Furthermore, we believe it is incumbent upon NZX, as a key player in the capital market space, to deliver a high standard of transparency to our shareholders and to the wider markets.  
SLIDE 6  The key measurements of:
· Sales

· Profits

· Cashflows, and
· Balance sheet

form a picture of a business that is a solid, reliable core performer with a focus on growth.
Those results are having a measurable impact on shareholder returns.  In February this year your directors announced that they would recommend a capital repayment of approximately $16.2 million.  The Board concluded that this amount should be repaid to shareholders on a pro rata basis, which means that all holders of ordinary shares will participate on an equal basis and that each shareholder’s relative percentage of ownership will not change.  

SLIDE 7  As I stated in my letter to you, the Directors evaluated NZX’s capital structure in light of financial performance, the current strength of the balance sheet, and ongoing capital requirements. NZX is in a very strong financial position due to the ongoing robustness of core earnings, independent of external market factors.  The Directors are confident that NZX can return capital to shareholders and maintain its capacity to fund further growth.  

SLIDE 8  In addition, NZX’s new dividend policy is based on a payout ratio of around 60% of NPAT.  The dividend for the 2005 financial year was $.25 per share, fully imputed, and you our shareholders would have received this in early April

With regard to the $16.2 million return of capital to shareholders, as you will have seen in our Notice of Meeting, the High Court requires us to put this to shareholder vote, with requirement for a 75% vote in favour.  I appreciate that the detail attached to these concepts can appear pretty complicated.  
However, I am confident that you will recognise the value that this arrangement presents to our shareholders.
Notwithstanding this return of capital, NZX maintains significant capacity to fund growth initiatives, particularly those that will enable the company to further diversify revenue streams.  Furthermore, as I stated back in February, NZX will explore all financing options available when investment opportunities arise, including raising debt.  Given NZX’s strong track record since listing exactly three years and five days ago, the company is in a strong position to take advantage of numerous financing options.  

SLIDE 9  The backdrop to NZX’s strong financial performance in 2005 – as it is now – is the ongoing challenge of running a successful business in a very dynamic environment.  That dynamism applies in equal measure to markets, their technological and regulatory efficiency.  
I have already spoken at length about the regulatory environment.  With regard to technology, NZX has highlighted the fact that New Zealand markets infrastructure is now at best practice levels, but that significant further investment will be required across the sector to ensure stability and competitiveness going forward.   
But there’s more to this issue than hardware.  Stick a mainframe in a room without the right temperature controls and it won’t function properly.  It’s the same with the New Zealand capital markets.  We are acutely aware of the impact that takeovers and loss of potential new listings to other markets and other sources of capital has on the ongoing sustainability of our markets and, ultimately, our national economy.   Being in the thick of it means NZX is positioned not only to feel those impacts, but also to analyse and understand them, and to contribute to solutions.

NZX is active in contributing to policy debate and development around significant long term issues such as savings, tax policy and optimisation of state-owned assets.  This will continue to be a critical part of NZX’s role as a vocal, and apolitical, advocate for New Zealand Inc.  And by this I don’t only mean the Big End of town – I mean the Small End as well – the countless thousands of small and medium-sized businesses that make up this economy, and the people who work in them.
SLIDE 10  In the shorter term there are definitely some low-hanging fruit.  Minister of Commerce Lianne Dalziel’s recently announced initiatives to take some of the duplication and cost out of compliance for businesses is a great start.  NZX is acting as the conduit for feedback from Listed Issuers to the Government in that respect.  
In the longer term, there are higher fruit to aim for.  The ultimate prize must be described as asset ownership for all New Zealanders, and there are proven ways to make saving through asset ownership in New Zealand happen.  The most obvious place to look on the asset side is the vast store of infrastructure and energy assets that are currently locked up in state ownership.  
Most of all we want New Zealanders to save – and to choose to put significant proportions of those savings into growing New Zealand’s economy.  There is much ongoing debate about what savings regime is best.  It’s an area that will continue to attract significant attention.

At long last there is beginning to be a national conversation about savings at every level.  We live in a world that is competing vigorously for quality resources.  You’ve gotta be in it to win it – and at the moment we’re an also-ran.  NZX is determined we’re going to be up with the winners.
I know that Mark and everyone at NZX are staunch advocates for greater asset ownership for New Zealanders.  When this occurs – as I am confident it will – the benefits for New Zealand’s capital markets – and, by association, NZX – will be obvious.  But it’s the benefits for New Zealanders that we care about ultimately.  That’s why this Board is here representing NZX to you.  And that’s why we have appointed Mark to deliver the results that will matter to this country and this economy.

I’ll now hand over to Mark to talk to those results.  Thank you.
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