
 

 

 

Update – CEO FY18 and FY19 Long Term Incentive KPIs 

The Board has set the performance measures for the $700,000 of remuneration that has been 

reallocated from the CEO’s STI to the CEO’s LTI for the 2018 financial year and the 2019 financial year. 

In setting the hurdles, and the methodology for determination of the award, the Board has taken advice 

from KPMG, and has determined that:  

 A face value methodology should be adopted to determine the value of performance rights 

granted to the CEO rather than a fair value methodology; 

 TSR was not an appropriate performance measure because: 

o market based measures are not consistent with the adoption of a face value 

methodology for determination of the award; 

o many of the factors that govern the determination of TSR are beyond the influence of 

management and thus one can be rewarded or penalised for factors that do not reflect 

the achievement of the strategy that has been set by the Board for the company; 

o many of our peers and other participants in the sector are moving away from TSR; 

o relative TSR is not consistent with the medium-term strategy of the business, in 

circumstances where it benchmarks Cromwell against peers that have more passive 

businesses. 

Hurdle 
Proposed 

weighting 
Vesting 

Total Return calculation  

Operating earnings + change in NTA divided by 
Opening NTA. 

Will be a minimum (to be set based on the 
strategy targets) and an outperformance target 
(50% greater than the minimum). 

3 year rolling test. 

Nil exercise price. 

Face value methodology. 

25% 

Vesting 

Below minimum target – nil. 

Minimum target – 50% vest. 

Between minimum and outperformance 
target – straight-line vesting from 50% to 
100%. 

Above outperformance target – Board has no 
discretion to award above the maximum. 

Return on Contributed Equity 

(Operating Profit plus NTA impact from 
completed projects)/Average Contributed Equity 

Will be a minimum (proposed to be 8%) and an 
outperformance target (proposed to be 12%). 

3 year rolling test. 

Nil exercise price. 

Face value methodology. 

75% 

Vesting 

Below minimum target – nil. 

Minimum target – 50% vest. 

Between minimum and outperformance 
target – straight-line vesting from 50% to 
100%. 

Above outperformance target – Board has no 
discretion to award above the maximum. 
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Other Vesting Conditions 

 No retesting of forfeited rights 

 In the event of a change of control, the Board, in its absolute discretion, may determine that all 

or a specified number of a participant’s unvested performance rights vest. 

Example of Face Value Calculation Methodology 

CMW VWAP for 10 days prior and days post 30 
June 2018 

$1.123 

Initial allocation $1,500,000/$1.123 1,335,708 performance rights 

Lost distributions 1,335,708 X 3 yrs. 7.254 $290,516 

Allocation for lost distributions $290,516/$1.23 258,696 performance rights 

Total Securities potentially awarded 1,594,404 

Commentary on TR hurdles 

The target range will be set annually by the Board having regard to its risk tolerance, corporate strategy, 

Portfolio Strategy and market conditions. The Board did consider the reasonableness of the targets by 

reviewing the hurdles set by key competitors. The target range used by peers is generally in the range 

of 9% to 12%. By way of example, the Dexus RoCE for FY18 was 7.6%, which was identified as ‘over 

performance’.   

The Board has not previously set TR hurdles. 

Between FY16 and FY18, annual TRs were between 20%-38%. For FY15, TR was only 0.4% because 

capital was deployed towards the growth of funds management activities rather than to growth in NTA.   

The lower hurdle will be set at 9% which is the bottom end of the range adopted by our peers.  

The upper hurdle for FY18 was set at 12%, which was the upper end of the peer group range, and 

reflected the Group strategy of investing less in Australian based assets and investing more to grow in 

fund management activities. 

The upper hurdle for FY19 has been set at 10%, which again reflects the Group’s strategy. 

Commentary on the RoCE hurdles 

The target range will be set annually by the Board having regard to its risk tolerance, corporate strategy, 

Portfolio Strategy and market conditions, and the amount of capital (and proportion of total contributed 

capital) deployed in value add activities, and the Group’s capital raising initiatives. 

 

The Board has not previously set RoCE hurdles. The lower hurdle will be 8%. For FY18, the upper 

hurdle was set at 18% given the amount of capital deployed in the development of both the DSS 

building at Soward Way, Greenway and Northpoint at Miller Street, North Sydney, the feasibility 

analyses for those projects, and the targeted return on risk from those projects. In FY19, the upper 

hurdle has been set at 10% on the basis that the Group has only two smaller active projects (Athllon 

Drive, Tuggeranong, and Keltie Street, Woden) that are the subject of value add activities. 


