
CORPORATE GOVERNANCE PRACTICES AND CONDUCT 
 
For all listed companies in Australia, there is an Australian Stock Exchange Limited (‘ASX’) 
Listing Rule requiring the inclusion, in the Company's annual report, of a statement of the main 
Corporate Governance practices that have been applied during the reporting period. In March 
2003 the ASX issued its Corporate Governance Council’s (‘Council) best practice 
recommendations. The Board of Directors has reviewed the recommendations which it endorses 
and has adopted the principles espoused therein as the basis for the Board Charter on Corporate 
Governance. The policy as outlined below is as disclosed in the 2004 Annual Report. 
 
This statement outlines the main Corporate Governance policies that have been applied 
throughout the 2004 financial year, unless otherwise stated. Those practices are dealt with under 
the following headings: 
 
 Board of Directors and its Committees 
 Internal Control Framework and Ethical Standards 
 Business Risk 
 Role of Shareholders 

 
Board of Directors and its Committees 
The Board of Directors is responsible for the overall Governance of the Company inclusive of its 
strategic development and the direction and the control of operations of the Company. Whilst the 
Board retains overall responsibility, it has established certain committees to assist in carrying out 
its responsibilities. Such committees include the Audit, Compliance and Corporate Governance 
Committee and the Share Allotment Committee. 
 
The directors in office at the date of this statement, their skills, experience, expertise and period 
of directorship are detailed in the Directors’ Report. 
 
In respect of the attendance at Board and Committee Meetings, shareholders are referred to the 
table of Meeting Attendance contained on page 3. 
 
Composition of the Board 
The Company's Constitution provides for the appointment of a minimum number of Directors of 
three and up to a maximum of eight.  At the date of this report, the Company has six Directors 
comprising two Executive and four Non-Executive Directors.  The Chairman of the Board and the 
Chairman of the Board’s Committees’ are Non-Executive Directors. 
 
Early in 2004 year the Board of Directors undertook a review of the status of each director and 
reached the opinion that each director apart from Messrs. Pattison and Rosen could be classified 
as a Non-Executive Director. In addition, this assessment has concluded that by the tests set out 
in the Council’s best practice guidelines that Prof. A Vizard and Prof. J. Mills qualified as 
Independent Directors. At that time the remaining directors were considered not to be 
independent for the following reasons:  
 

- Mr M Preston provided consulting services to, Vital Health Sciences Ltd and 
assisted the company in equity capital raisings; & 

 
- Mr J Addison is the Fund Manager of the Meat Industry Employees Super 

Fund, which was, throughout the 2004 calendar year the company’s largest 
shareholder. This status changed on 31 December 2004 when the company 
completed the acquisition of Vital Health Sciences Limited through the issue of 
297,294,232 ordinary fully paid Phosphagenics Limited shares as purchase 
consideration. This issue of shares had the effect of diluting the percentage 
interest of MIESF down to 4.36 per cent of the company’s voting shares.  



 
In February 2005, the Board undertook a further review of the status of the non-executive 
directors and concluded that Mr. J. L. Addison now qualified under the Council’s guidelines as an 
independent director. 
 
The Constitution does not require a shareholding qualification for Directors. 
 
Board Responsibilities 
 
The responsibility for the operation and administration of the Company is delegated by the Board 
to the specifically identified outsourced service providers.  The Board ensures that this team of 
service providers is appropriately qualified and experienced to discharge their responsibilities and 
has in place procedures to assess their performance. 
 
The Board is responsible for ensuring that management’s objectives and activities are aligned 
with the expectations and risks identified by the board.  The Board has a number of mechanisms 
in place to ensure this is achieved.  In addition to the establishment of specific committees 
referred in this statement, these mechanisms include the following: 
 
 Implementation of operating plans and budgets by management and Board monitoring of 

progress against budget – this includes the establishment and monitoring of key performance 
indicators (both financial and non-financial) for all significant business processes; 

 Procedures to allow directors, in the furtherance of their duties, to seek independent 
professional advice at the company’s expense; 

 The review and approval of acquisitions and disposals of businesses and assets, and the 
approval of contracts and financing arrangements within defined limits; and 

 The appointment of an outsourced service provider, which is responsible for managing the 
Company’s public image and communication with shareholders. 

 
In conjunction with an ongoing review of the Board Charter, the Board will consider its 
responsibilities and delegated authorities to ensure they comply with best practice corporate 
governance. 
 
Nomination and Membership 
Subject to the provisions of the Company's Constitution, the issues of board composition and 
selection criteria for Directors are dealt with by the full Board. Accordingly a Nomination and 
Membership Committee has not been established. 
 
In this area, the Chairman and the Board Members regularly review the performance of the Board 
to ensure that the Board continues to have the mix of skills and experience necessary for the 
conduct of the Company's activities. 
 
Whether to fill a vacancy or to expand the Board, the procedures applied by the Board include the 
selection of a panel of nominees.  In compiling the panel of nominees, the Board draws on advice 
from external consultants. 
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Terms and conditions of the appointment are communicated to the nominees and include the 
level of remuneration. Again, the Constitution provides for events whereby Directors may be 
removed from the Board. Similarly shareholders have the ability to nominate, appoint and remove 
Directors. 
 
In addition, the Constitution provides for the regular rotation of Directors, which ensures that 



Directors seek re-election by shareholders at least once every three years. 
 
Given these existing regulatory requirements, Directors are not appointed for a specified term and 
Directors' continuity of service is in the hands of shareholders. 
 
Independent Professional Advice 
Directors, in carrying out their duties as Directors or as members of Board Committees, may, 
after prior consultation with the Chairman, seek independent professional advice at the expense 
of the Company. If appropriate, such advice will be available to all directors.  
 
Timely and Balanced Disclosure 
 
Whilst the Board of Directors has not established written policies and procedures designed to 
ensure compliance with ASX Listing Rule disclosure requirements and to ensure accountability at 
a senior management level for that compliance it does at each meeting of the Board of Directors 
specifically monitor the Company’s activities and disclosures; on average there are between nine 
and ten Board meetings a year. As noted earlier, the Board of Directors has endorsed the 
principles of best corporate governance practice as set out by the Council.  
 
Compensation (Remuneration) Committee 
In respect of Non-Executive Director remuneration, shareholders on 29 January 2004, in General 
Meeting, approved an increase in the aggregate sum paid to Non-Executive Directors to 
$300,000. The level of directors’ fees is reviewed regularly by the full Board following a review by 
the Chairman in conjunction with input from industry organisations.  Accordingly, a Compensation 
(Remuneration) Committee has not been established. 
 
In addition, the Company has only casual employees with many of the corporate and 
administration duties contracted out to independent  service providers. 
 
Audit, Compliance and Corporate Governance Committee 
This Committee as at the date of this statement comprises three Non-Executive Directors; namely  
Mr J Addison (Chairman), Prof. A Vizard and Prof. J Mills each of whom is considered to be an 
Independent Director. The Company's Auditors are invited to attend meetings and to participate 
in Committee discussions.  The Company Secretary is the Committee Secretary. Messrs P 
Lewinsky and  
A. Fisher, Independent Directors, were members of the Committee during 2003 and until their 
resignations on 18 March 2004. 
 
The duties of the Committee include: 
 
▪ The review of the Audit Programme and all matters relevant to the financial affairs of the 

Company's activities together with the production of Statutory Financial Reports inclusive 
of the reports and Declarations by Directors. 

▪ To review and advise on procedures in place to record the Company's activities and to 
ensure the safety of the Company's records and assets. 

▪ To review Internal Control Procedures and the Auditor's Management letter. 

▪ To review the half-yearly and yearly reports to the Australian Stock Exchange Limited 
together with a review of the scope and quality of the annual statutory audit and the half-
year audit review. 

▪ To monitor Compliance with the provisions of the Corporations Act 2001, Australian 
Securities and Investment Commission guidelines and practice notes, Australian Stock 
Exchange Listing Rules, taxation requirements and all regulatory bodies. 



During the year the Committee considered for the adoption by the Board of Directors an Audit 
Charter in line with the Council’s recommendations 
 
Share Allotment Committee 

Any two Directors will constitute a quorum for this committee, which deals with the allotment of 
new shares or grant or exercise of options. 
 
Internal Control Framework and Ethical Standards 
The Board of Directors seeks to identify the expectations of shareholders as well as other 
regulatory and ethical expectations and obligations. 
 
These matters are undertaken by the full Board together with the Audit, Compliance and 
Corporate Governance Committee. In respect of the ethical standards, the full Board regularly 
discusses the maintenance by the Company of appropriate ethical standards in line with the 
Council’s recommendations. 
 
Guidelines for Trading in Securities 
 
By a resolution of the Board of Directors the following policy has been adopted subject to insider 
trading laws, continuous disclosure laws and listing rule requirements. The Directors are 
permitted to deal in securities in which they have a relevant interest without restriction for any 
period other than the last day in each financial half year until 2 business days after the release to 
the ASX of the announcements by the Company of its full year or half year results. Directors are 
required to wait at least 2 business days after the release of any other market sensitive 
announcement by the Company so that the market has had time to absorb the information. In 
addition, The Board of Directors has adopted the terms of the Alternative Investments Market 
(AIM) definition of ‘close’ period and which come within the terms of the existing Board policy. 
 
Business Risk 
The principal activities of the Company have been the investment and the provision of capital, 
management skills and commercial expertise to encourage the formation and development of 
Australian small and medium sized businesses within the guidelines of the Pooled Development 
Fund Act, 1992. 
 
On 16 December 2004, the Company surrendered its Pooled Development Fund status. 
 
On 31 December 2004, the Company acquired the remaining 63.3% of shares not already owned 
in Vital Health Sciences Limited, thereby becoming a company whose principal activities are the 
production, sale and licensing of products for the nutraceutical and pharmaceutical industries.  
 
The main areas of business risk, which are considered on an ongoing basis by the Board of 

Directors, arise from: 

▪ Failure to develop commercial products from the company’s research and development 
▪ Failure to market the company’s products 
▪ General economic factors including those affecting interest and exchange rates 
▪ Changes in Corporations and Taxation Laws  
 
Role of Shareholders and Communications  
The support of the Company's shareholders is essential to the ultimate success and market 
acceptance of the Company's shares. 
 
To ensure shareholders are informed about the Company's activities, the Company publishes on 



a monthly basis, the Net Tangible Asset (NTA) backings for the Company's shares, which are 
released to the Australian Stock Exchange Limited (ASX).  
 
Annual Reports are provided to all share and option holders other than those members who have 
elected not to receive the Report.  In addition, the Company has established a website on the 
Internet which displays much of the above information and invites shareholder feedback – 
www.phosphagenics.com.  This site also provides link facilities to the website of the Pooled 
Development Fund Registration Board and to investee companies. The Company has also 
established an e-mail directory for the direct distribution of announcements made to the ASX. 
 
At the meetings of shareholders, Directors are subject to questioning by shareholders about the 
Directors' stewardship of the Company's affairs and it is shareholders who ultimately vote upon 
the financial statements and reports, the election of Directors, appointment of Auditors and any 
matters of Special Business. 
 


