Directors’ Report continued

30

INVOCARE ANNUAL REPORT 2009

Corporate
Governance
Statement

InvoCare Limited (the “Company”) and

the Board of Directors (the “Board”) are
committed to achieving and demonstrating
the highest standards of corporate
governance. The Company and its controlled
entities together are referred to as “InvoCare”
or the “Group” in this statement.

This statement outlines the main corporate
governance practices in place throughout
the financial year, which comply with the
ASX Corporate Governance Council’s
principles and recommendations as issued
in August 2007, unless otherwise stated.
Andrew Smith, who was formerly Chief
Operating Officer, was appointed Chief
Executive Officer on 1 January 2009. As at
the date of this report the position of Chief
Operating Officer is vacant, with the role
currently being shared among a number
of senior executives.

For further information on the corporate
governance policies adopted by InvoCare
Limited, refer to the Company’s website:
www.invocare.com.au

Principle 1 — Lay Solid
Foundations for Management
and Oversight

Functions of the Board and senior
executives

The Board of InvoCare Limited is responsible
for guiding and monitoring the Group on
behalf of the shareholders by whom they are
elected and to whom they are accountable.

The Board seeks to identify the expectations
of the shareholders, as well as other
regulatory and ethical expectations and
obligations. In addition, the Board is
responsible for identifying areas of significant
business risk and ensuring arrangements are
in place to adequately manage those risks.

The responsibility for the operation and
administration of the Group, including
day-to-day management of the Group’s
affairs and the implementation of the
corporate strategy and policy initiatives,

is delegated by the Board to the Chief
Executive Officer (the “CEQO”) and senior
executives, being the Chief Operating
Officer (the “COQ”) and the Chief Financial
Officer (the “CFQO”), and other management.
Delegations are set out in the Group’s
delegations policy and are reviewed regularly.
Delegations, within defined authority limits,
relate to various operational functions,
including areas such as expenditure and
commitments, employee matters (e.g.
recruitment, termination, remuneration,
discipline, training, development, health
and safety, etc), pricing, branding, investor
and media communications. The Board
ensures that the senior executives and

the management team are appropriately
qualified and experienced to discharge their
responsibilities and has in place procedures
to assess the performance of the CEO and
the senior executives.

In deciding which functions and activities
the Board reserves to itself, it is guided by
the overarching principle that the Board is
charged with strategic responsibility, along
with a management oversight function, and
that the executive management have an
implementation function. In fulfilling these
functions, the directors seek to enhance
shareholder value and protect the interests
of stakeholders.

All Board members have formal letters of
appointment which clearly articulate the
roles, responsibilities, expectations and
remuneration of directors.

All employees, including the CEO and
senior executives, have formal job
descriptions. The level of seniority of

the role determines whether a formally
drafted contract of employment or a less
complex letter of appointment is used

to confirm employment. Regardless of
type, all employment agreements clearly
articulate duties and responsibilities and
also rights and expectations. Standard
letters of appointment were last reviewed
and updated in 2007 and used for all
appointments since that time.

The Board Charter is available on the
Company’s website: www.invocare.com.au



Senior executive evaluation

After the conclusion of each financial

year the CEO evaluates and documents

the performance of his direct reports,

being the COO and CFO. The results

of this evaluation are reviewed by the
Remuneration Committee, with specific
focus on achievements against targeted key
performance indicators. Also at this time, key
performance indicator targets for the ensuing
year are established. The Remuneration
Committee and the Board also review and
determine the COO and CFO remuneration
for the ensuing year.

The Remuneration Committee evaluates the
performance of the CEO against annual key
performance indicators and reports to the
Board its recommendations on performance
appraisal and remuneration.

In addition to a review of monthly financial
results, at least quarterly the Board monitors
the key performance indicators for the
Group which provides the opportunity to
more regularly evaluate the performance

of senior executives outside the annual
review process.

When appointed, all new senior executives
receive an induction appropriate to their
experience, which is designed to ensure
they can quickly and effectively participate
in decision making. The programme is
also designed to ensure that the executive
gains a good working knowledge of both
the industry and the Group covering the
financial position, strategies and operations.
This induction programme also focuses on
the internal policies and procedures with a
particular emphasis on the respective roles
of the Board and its committees and those
functions delegated to management.

Principle 2 — Structure the
Board to Add Value

Board composition

The Board currently comprises six directors,
being five non-executive directors (including
the Chairman) and one executive director,
being the CEO. Any director appointed to fill
a casual vacancy, except for the CEO, must
stand for election by shareholders at the next
Annual General Meeting. In addition, one-third
of the non-executive directors, and any other
director who has held office for three years
or more since last being elected, must retire
from office and, if eligible, may stand for re-
election. The CEO is exempt from retirement
by rotation and is not counted in determining
the number of directors to retire by rotation.

The majority of the Board must be
independent directors, one of whom is

the Chairman. A director is deemed to be
“independent” if independent of management
and free of any business or other relationship
that could materially interfere with, or could
reasonably be perceived to materially
interfere with, the exercise of unfettered

and independent judgement.

The Board has assessed, using the criteria
set out in the ASX Corporate Governance
Principles and Recommendations, the
independence of non-executive directors

in light of their interests and relationships
and considers them all to be independent.
The Company will provide immediate
notification to the market where the
independence status of a director changes.

The skills, experience and expertise relevant
to the position of each director and their
term of office are set out starting on page 28
of the Directors’ Report.

Meetings of directors

During the year ended 31 December 2009,
the number of meetings of the Board of
Directors and of each Board Committee and
the number of meetings attended by each of
the directors are as follows:

Audit Remuneration Risk Nomination
Board Committee Committee Committee Committee
A B A B A B A B A B
Independent
lan Ferrier 9 9 2 - 2 2 3 3 1 1
Chair Member Member Chair
Christine Clifton 9 9 5 5 - - 3 3 1 1
Member Chair Member
Roger Penman 9 9 5 5 2 2 1 - 1 1
Chair Chair Member
Benjamin Chow 9 9 2% - - - 3 3 1 1
Member Member
Richard Fisher 9 9 4 5 - - 3 3 1 1
Member Member Member
Executive
Andrew Smith 8 9 5* - - - 3" - 17 -

A = number of meetings attended.

B = number of meetings held during the time the director held office or was a member of the committee during the year.
* = includes meetings attended as an invited guest of the committee where the director was not a member of the relevant committee.
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In December 2009 Roger Penman assumed
the chair of the Remuneration Committee.

The quorum for the Board and Board
Committees is two, both of whom must be
independent directors. Board Committees
consist entirely of independent non-
executive directors. The CEO may attend all
Board Committee meetings by invitation. The
COO and CFO attend Board and Committee
meetings by invitation.

Nomination Committee

The Nomination Committee critically

reviews on an annual basis the corporate
governance procedures of the Group and the
composition and effectiveness of the Board.

The Committee currently consists of the
five independent non-executive directors

of the Board whose skills and experience
cover finance and accounting, taxation,
law, medicine and health administration,
property development and community
service with an emphasis on multiculturalism.
The Committee is chaired by lan Ferrier.
The Committee believes that the Board has
a healthy mix of skills to ensure the ongoing
development and growth of the Group.

In addition to its role in proposing candidates
for director appointment for consideration

by the Board, the Nomination Committee
reviews and advises the Board in relation

to Chief Executive Officer and Board
succession planning and advises on Board
and Committees’ performance.

The Committee Charter is available on the
Company’s website: www.invocare.com.au

Directors’ performance evaluation
The Board, through its Nomination
Committee, undertakes an annual
performance review of the full Board,
its Committees and of the Chairman.
The Chairman performs individual
appraisals of each director.

The evaluation process involves an
assessment of Board and Committee
performance by each director completing a
confidential questionnaire. The questionnaire
covers such matters as the role of the
Board, the composition and structure of the
Board and Committees, operation of the
Board, Group behaviours and protocols and
performance of the Board and Committees,
and invites comments from each director.

The results of the questionnaire are
aggregated and discussed by the Board
as a basis for collegiate consideration of
Board performance and opportunities for
enhancement.
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The individual appraisals between each
director and the Chairman provide an
opportunity for consideration of individual
contributions, development plans and issues
specific to the director.

Performance evaluation reviews were
undertaken during 2009.

Directors’ access to independent
professional advice and Company
information

To assist in the effective discharge of
their duties, directors may, in consultation
with the Chairman, seek independent
legal or financial advice on their duties
and responsibilities at the expense of the
Company and, in due course, make all
Board members aware of both instructions
to advisers and the advice obtained.

All directors have the right of access to all
relevant Company information and to seek
information from the Company Secretary
and other senior executives. They also have
a right to other records of the Company
subject to these not being sought for
personal purposes.

All directors and former directors are
entitled to inspect and copy the books

of the Company for the purposes of legal
proceedings, including situations where
the director is a party to proceedings,
where the director proposes in good faith
to bring proceedings and where a director
has reason to believe proceedings will be
brought against him or her. In the case

of former directors, this right of access
continues for a period of seven years after
the person ceases to be a director.

Prior to each Board meeting, the Board is
provided with management reports and
information in a form, timeframe and quality
that enables them to discharge their duties.
If it considers this information to be insufficient
to support informed decision making,

then they are entitled to request additional
information prior to, or at, Board meetings.

Directors’ induction

When appointed to the Board, all new
directors receive an induction appropriate
to their experience, which is designed to
quickly allow them to participate fully and
productively in Board decision making.

The induction programme covers the
Group’s structure and goals, financial,
strategic, operational and risk management
positions, the rights and duties of a director
and the role and operation of the Board
Committees. The Nomination Committee is
responsible for reviewing the effectiveness
of the director induction programme. New
directors are given an orientation regarding
the business including corporate governance
policies, all other corporate policies and
procedures, Committee structures and
responsibilities and reporting procedures.

Directors’ continuing education
Directors are expected to undertake
continuing education both as regards the
normal discharge of their formal director
duties, as well as ongoing developments
within the Group and its operating
environment. Directors typically attend
courses and seminars relevant to the
effective discharge of their duties.

Principle 3 — Promote Ethical
and Responsible Decision
Making

Code of Conduct

The Board, in recognition of the importance
of ethical and responsible decision making,
has adopted a Code of Conduct for all
employees and directors which outlines
the standards of ethical behaviour which

is essential to maintain the trust of all
stakeholders and the wider community.
This code also mandates the avoidance

of conflicts of interest and requires high
standards of personal integrity, objectivity
and honesty in the dealings of all directors,
executives and staff, providing detailed
guidelines to ensure the highest standards
are maintained.

InvoCare recognises that its clients may

be vulnerable due to a recent bereavement
and it requires all employees to be aware
of their ethical and legal responsibilities.
Accordingly, InvoCare requires all
employees to behave according to this
code, to maintain its reputation as a good
corporate citizen. Such behaviours extend
to areas such as confidentiality, Privacy Act
obligations, communications with the media,
occupational health and safety and drugs
and alcohol.

This code is provided to all directors and
employees as part of their induction process
and compliance is reviewed on a regular
basis. It is subject to ongoing review and
assessment to ensure it continues to be
relevant to contemporary conditions.



The code is available on the Company’s
website: www.invocare.com.au

Share trading policy

The Company’s share trading policy

is designed to minimise the risk that
InvoCare, its directors and its employees
will breach the insider trading provisions

of the Corporations Act or compromise
confidence in InvoCare’s practices in
relation to securities trading. The policy
prohibits directors and employees from
trading in InvoCare securities when they are
in possession of information not generally
available to the investment community,

and otherwise confines the opportunity for
directors and employees to trade in InvoCare
securities to certain limited periods.

This policy applies to all senior staff
particularly those, such as finance team
members, who have access to information
which is not generally available. In addition,
it applies to all the associates of these
individuals. The policy prohibits trading in the
Company'’s shares except within narrow and
specific windows when the Group believes
the market is fully informed. There are limited
procedural exceptions to the policy and in
certain circumstances the Chairman has the
ability to approve trading outside the policy
prescriptions.

The share trading policy is available on the
Company’s website: www.invocare.com.au

Principle 4 — Safequard
Integrity n Financial Reporting

Audit Committee

The Audit Committee provides assistance

to the Board in fulfilling its corporate
governance, risk management and oversight
responsibilities in relation to the Group’s
financial reporting, internal control structure,
information management systems, interest
rate and foreign currency risks and the
internal and external audit functions.

It is the responsibility of the Committee to
maintain free and open communication
between the Committee, the external
auditor, the internal auditor and management
of the Group. Both the internal and external
auditors have a direct line of communication
to the Chairman of the Audit Committee.

The Audit Committee comprises three
independent non-executive directors and
is currently chaired by Roger Penman.

Mr Penman is an FCA and brings a wealth
of financial and taxation experience to the
Committee. Other members are Christine
Clifton and Richard Fisher.

The external auditor met with the Audit
Committee and the Board of Directors
twice during the year without management
being present.

The Committee Charter is available on the
Company’s website: www.invocare.com.au

Principle 5 — Make Timely and
Balanced Disclosure

The Company has appropriate mechanisms
in place to ensure all investors are provided
with material, timely, complete and accurate
information affecting the Group’s financial
position, performance, ownership and
governance.

The Chairman, CEO, CFO or Company
Secretary are responsible, as appropriate,
for communication with shareholders and
Australian Securities Exchange (“ASX”).
This includes responsibility for ensuring
compliance with the continuous disclosure
requirements in the ASX listing rules and
overseeing and co-ordinating information
disclosure to the ASX, analysts, brokers,
shareholders, the media and the public.
Continuous disclosure obligations are
well understood and upheld by the

Board and senior executives. Formal and
informal discussion and consideration of
these obligations occur as and when the
need arises.

The Group’s shareholder communication
strategy is designed to ensure that all
relevant information, especially market
sensitive information, is made available to all
shareholders and other stakeholders as soon
as possible. InvoCare’s website is structured
to ensure information is easily located and
logically grouped. Those shareholders who
have made the appropriate election receive
email notification of all announcements.

The Continuous Disclosure Policy and
Shareholder Communication Strategy
are available on the Company’s website:
www.invocare.com.au

Principle 6 — Respect the Rights
of Shareholders

The Board of Directors aims to ensure that
the shareholders are informed of all major
developments affecting the Group’s state
of affairs.

The Company uses its website to
complement the official release of material
information to the market. Shareholders
may elect to receive email alerts when
Company announcements are made. Notice
of Annual General Meeting, half year and
annual results announcements and financial
reports, investor presentations, press
releases and other ASX announcements
can be found on the Company’s website:
www.invocare.com.au

The Board encourages full participation of
shareholders at the Annual General Meeting.
The Company’s external auditor attends the
Annual General Meeting and is available to
answer shareholder questions about the
conduct of the audit and the preparation and
content of the auditor’s report. The Chairman
of the meeting encourages shareholders

to ask reasonable questions of the auditor
regarding the audit and auditor’s report.
Questions for the auditor can be submitted
prior to the Annual General Meeting by
contacting the Company’s registered office.

The next Annual General Meeting is
scheduled to be held at 11.00am on
Friday, 21 May 2010 at the offices of
PricewaterhouseCoopers, 201 Sussex
Street, Sydney.

Shareholders are also able to direct any
questions relating to the Company’s
securities to the share registry, Link Market
Services Limited.

The Shareholder Communication Strategy
is available on the Company’s website:
www.invocare.com.au
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Principle 7 — Recognise and
Manage Risk

The Board, through the Risk Committee and
Audit Committee, reviews and oversees the
Group’s risk management systems.

Risk Committee

The Risk Committee determines the
Group'’s risk profile and is responsible for
overseeing and approving risk management
strategy and policies, internal compliance
and internal control. The Risk Committee
does not have responsibility for strategic
(Board responsibility) or financial (including
information technology) risk management,
which is the focus of InvoCare’s Audit
Committee.

The Company’s approach to managing risk
draws from the International Standard, and
the Committee of Sponsoring Organisations
of the Treadway Commission’s integrated
framework for Enterprise Risk Management.

Each senior executive, with input and
assistance from their direct reports, identifies
key risks for their areas of responsibility

and function which are in turn aggregated
into an overall corporate risk register.
Detailed work on this task is delegated to
the Group Internal Audit Manager. Each
risk is assessed and assigned an inherent
risk rating. After considering the impact of
management controls, a residual risk rating
is determined for each risk. The risk register
is continuously reviewed and maintained as
new identified risks or incidents occur, or
mitigating controls change which warrant

a reassessment of risk ratings.

Extracts of the risk register focusing on the
risks with high and very high residual ratings
are provided to the Risk Committee at
each of its meetings, together with specific
commentary or information on significant
changes to the risks or the ratings. Specific
major risks or incidents are reported as
and when they occur with the CEO and
COQO responsible for escalating these to
the Risk Committee and Board, where
necessary, if the event occurs outside the
regular cycle of Committee meetings. The
Committee is informed of the effectiveness
of actions to mitigate the impact of risk
events. In addition, the Committee considers
developments or improvements in risk
management and controls, including the
adequacy of insurance programmes.

In particular, the Committee reviews and
monitors the Group’s Key Performance
Indicators (KPIs) which includes targets,
timelines and status for the management
of risks.
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The Group has identified risks and identified
KPIs which the Group believes to be relevant
in the industry in which the company
operates.

Separate records and registers are
maintained for other more common or
recurring risks; for example, arising from
customer complaints and occupational
health and safety issues. These are
managed and reported to the Committee
by relevant in-house specialists, including
the Group Internal Audit Manager and
General Manager of Human Resources.

In this context, the Committee monitors
complaints handling and also has a strong
focus on ensuring suitable work practices
and employee learning and development
programmes are developed and delivered.

The Group has established a Greenhouse
Emissions Plan for Board review which
includes risks and opportunities associated
with climate change and identifies emission
reduction targets. The Group has taken
steps to reduce or minimise carbon
emissions; for example, by progressively
replacing its older less fuel efficient
cremators. Based on measures of carbon
emissions in 2008, as a base year, InvoCare
is well below the threshold reporting levels
under the National Greenhouse and Energy
Reporting Act 2007 which was effective from
1 July 2008.

The Risk Committee comprises four
independent non-executive directors and
is currently chaired by Christine Clifton.
The other members are lan Ferrier, Richard
Fisher and Benjamin Chow.

The Risk Committee Charter is available
on the Company’s website:
www.invocare.com.au

Internal control

The Group maintains a register of delegated
authorities which are designed to ensure
that all transactions are approved at the
appropriate level of management and by
individuals who have no conflicts of interest
in relation to the transaction.

An internal audit function is established
and conducts a series of risk-based and
routine reviews in accordance with three-
year strategic, and more detailed annual,
internal audit plans. These plans are based
on the existing risk environment and the
level of inherent risk, i.e. the level of risk
before the application of controls, in order
to effectively identify and prioritise internal
audit projects. Within the three-year period
all key business systems and processes are
regularly reviewed, either using in-house
or outsourced resources, to ensure that
adequate levels of checks and balances

exist to safeguard the assets of the
Company and ensure that all transactions
are correctly and promptly recorded.

Internal audit has developed a self-
assessment questionnaire which is
distributed to operational management.
This questionnaire serves to build higher
awareness and understanding of business
risks and how to manage and control them.
In addition, internal audit reviews all systems
improvements and enhancements prior to
live implementation to ensure an adequate
level of internal control and accountability
are maintained. Exception reports have
been developed that assist in continuous
monitoring of major processes.

An informal process exists by which
employees of InvoCare may, in confidence,
raise concerns about possible improprieties
in financial reporting or other matters.
Internal audit would usually be involved in
independent investigations of such matters
and follow-up actions.

The Group Internal Audit Manager meets
privately with the Chair of the Risk and Audit
committees without management present on
a regular basis.

Assurance

Prior to finalising the release of half-

year and full-year results and reports,

the Board receives assurance from

the CEO and CFO in accordance with
s295A of the Corporations Act 2001

and Recommendation 7.3 of the ASX
Corporate Governance Principles and
Recommendations. These assurances

also provide the Board with information in
relation to internal control and other areas
of risk management. These officers receive
similar assurance from the key financial and
operational staff reporting to them in relation
to these matters.

Principle 8 — Remunerate Fairly
and Responsibly

Remuneration Committee

InvoCare’s remuneration policy ensures that
remuneration packages properly reflect the
person’s duties and responsibilities, and that
remuneration is competitive in attracting,
retaining and motivating people of the
highest calibre.



The Remuneration Committee reviews
and makes recommendations to the
Board on senior executive remuneration
and appointment and on overall staff
remuneration and compensation policies.

When making recommendations, the
Committee aims to design policies that
attract and retain the executives needed to
run InvoCare successfully and to motivate
executives to pursue appropriate growth
strategies while marrying performance with
remuneration.

The Remuneration Committee comprises
two independent non-executive directors,
lan Ferrier and Roger Penman. From

21 December 2009 Roger Penman became
chair of this committee which had previously
been chaired by lan Ferrier.

The Remuneration Committee Charter
is available on the Company’s website:
www.invocare.com.au

Remuneration structure

Remuneration for senior executives
typically comprises a package of fixed and
performance-based components. The
Committee may, from time to time, seek
advice from special remuneration consulting
groups so as to ensure that the Board
remains informed of market trends and
practices.

Non-executive directors are remunerated

by way of directors’ fees, which may be
sacrificed by payment into superannuation
plans or by allocation of ordinary shares.
They do not participate in schemes designed
for the remuneration of executives, and

do not receive retirement benefits, bonus
payments or incentive shares.

Executive remuneration and other terms
of employment are reviewed annually by
the Committee having regard to personal
and corporate performance, contribution
to long-term growth, relevant comparative
information and independent expert advice.
As well as a base salary, remuneration
packages include superannuation,
performance-related bonuses, access by
invitation to the Deferred Employee Share
Plan and fringe benefits.

The Remuneration Report is set out on
pages 35 to 43.

The Directors’ Report continues with the
Remuneration Report.
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