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THE YEAR IN REVIEW
New company name and brand
During the year we completed a change of company name to NZRS Ltd and the
adoption of a new brand that mirrors that of our shareholder InternetNZ.

Statistics
This year saw 82,487 new domains being added, just below the budgeted 84,000.
Over the year domain name growth increased significantly due to the opening of the
second level on 30 September 2014. Following this, there was a six-month period where
those with existing .nz names had the rights to either register or reserve their name
direct at the second level. This PRR (preferential, registration and reservation) period
expired on 30 March, 1.00pm and there was another increase of domains registered at
this time.
The growth rate for 2014–2015 was 15%, well above the 4.48% growth in 2013–2014 but
below the average 20% growth seen in the seven years leading up to the global financial
crisis.

31 March 2015
Registrars connected to production
(including DNCL)

31 March 2014

31 March 2013

85

83

82

632,268

549,781

526,201

Net growth

82,487

23,580

48,516

Percentage increase

15.00%

4.48%

10.15%

Domain names

Financial Performance
As a result of tight cost control and some expenditure being deferred, profit was also
above budget with a net surplus of $2.724 million versus $2.312 forecast (2013–14 $3.101
million).
Dividends totalling $2.755 million (2013-14 $2.559 million) were paid to the shareholder
InternetNZ across the 2014 – 2015 year.
The domain name fee charged to Registrars remained at $1.25 per month.
The company’s balance sheet remained strong, with significant funds invested. The
funds, derived predominantly from prepaid domain name fees, are conservatively
invested under a low-risk investment strategy of rolling fixed-interest deposits spread
across a number of registered banks, with the company’s reserves therefore relatively
well protected from the global financial crisis. Yields have remained modest to match
the interest rates on offer and there has been no loss of capital.

Charitable Status
The company continues to meet the requirements for charitable status and incurred no
liability for income tax on its earnings during 2014 – 2015.
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Income recognition policy

At the end of the 2012-2013 financial year we changed our income recognition policy
slightly to calculate on a daily rather than monthly basis. For management accounting
purposes we use monthly income recognition throughout the year and apply a
correction at the end of the year in agreement with the auditors. This year due to the
unusually high number of registrations in the last few days of March 2015, this correction
was $63,961.

Progress towards the achievement of our Strategic Goals
The company’s vision is:
A world class Internet in NZ.
This vision and the five strategic goals that follow from it provide the all-important focus
for the company. Significant progress was made on delivering the key work items that
support these goals.
There were two major developments over the year:
•
•

The switch over from an outsourced service provider to an internal technical
team;
The opening of the second level.

Strategic Goal 1
Deliver a world-class domain name service to registrars, their customers and all
Internet users.
This is our key strategic goal and we consider it a goal that cannot be compromised by
any future developments. It is this imperative that has led to our strong focus on best
practice processes, best practice controls and best practice technology.
The company’s core operational systems performed well during the year, enabling
achievement of the key metrics under the Service Level Agreement (SLA) with Domain
Name Commission Limited (DNCL) in accordance with the relevant Operating
Agreements (OA) between NZRS/INZ and DNCL/INZ, for all months.
Availability
DNS

SLA requirement

Number of months SLA
requirement met

100

12

Our priority this year was to take over the operational management of the DNS zone
generation and distribution process from out outsourced partner with no disruption to
service, which went well. As part of that process we added new third-party monitoring
services for our DNS.
Strategic Goal 2
Deliver world-class registry services that continually improve.
The company's core registration system performed well again enabling achievement of
the key metrics required by the SLA.
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Availability

SLA requirement

Number of months SLA
requirement met

SRS

99.90

11

WHOIS

99.90

12

We made substantial changes to the SRS to support the opening of the second level
including changes to support reservations, conflicts and preferred registrations. In
addition extra monitoring was added to ensure that we could handle exceptionally high
volumes at critical times.
Our channel management, customer research and marketing activities continued apace,
particularly in support of opening the second level. The NZRS Board now has
sophisticated market research data available to it.
Strategic Goal 3
Support InternetNZ through tangible contributions of income, governance and
management resources, and expert knowledge.
Our key contribution over this year was financial through dividend payments and the
support of key group initiatives in developing its future strategy, communicating the
work of the group and building stronger relationships with key stakeholders.
Strategic Goal 4
Develop our services and technology within a long term evolutionary framework
to meet the future needs of Internet users.
This year we were free to develop new opportunities and by end of the year had one
opportunity close to release.
Strategic Goal 5
Deliver, in partnership with DNCL, a successful long-term strategy for .nz.
During this year we completed discussions on the .nz Framework, a new document that
sets out the different roles for NZRS, DNCL and InternetNZ and how they apply to
elements of the overall .nz service. In addition the boards of NZRS and DNCL agreed a
revised .nz strategy.

People and relationships
NZRS has enjoyed good working relationships with both InternetNZ and DNCL, at both
governance and operational levels.
There was one change at Board level during the year. At the 2014 AGM Michael
Wallmannsberger retired by rotation and Brenda Wallace was appointed at the
following INZ Council meeting.
Brenda replaces Michael as the INZ Council
representative on the NZRS Board.
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History and trends

NZRS commenced managing the domain name registry for .nz in October 2002 and
each of the subsequent years has seen year-on-year growth in domain names, company
revenue and dividends paid to the shareholder. This has been achieved alongside
reducing domain name fees.

SUMMARY
$10,000,000

700,000

$9,000,000

600,000

$8,000,000
$7,000,000

500,000

$6,000,000

400,000

$5,000,000
$4,000,000

300,000

$3,000,000

200,000

$2,000,000

100,000

$1,000,000
$0

0
10/11

11/12

12/13

13/14

14/15

Domain name revenue

NZRS expenses (excl DNCL)

DNCL fee

Net profit after tax

INZ dividend

Domain Names

10/11

11/12

12/13

13/14

14/15

Domain name revenue

$7,152

$7,086

$7,703

$8,195

$8,712

Expenses

$3,841

$4,413

$4,869

$5,396

$6,307

Net profit after tax

$3,710

$3,031

$3,121

$3,101

$2,724

Dividend

$5,010

$3,325

$3,829

$2,560

$2,756

DNCL fee

$1,208

$1,260

$1,411

$1,496

$1,870

433

477

526

549

632

Domain names

All figures are in 000s

The main factors for the increase in expenses in this year were the introduction of a
technical research team and the step up in our marketing activities.
NZRS receives interest income on funds invested, with the majority of these funds
representing prepaid domain name fees. .nz policy provides for registrants to register
domain names for terms ranging from one month to 120 months. The average term as
at 31st March 2015 was 14.6 months for new domain names, and 5.8 months for renewals.
The increasing number of domain names results in the amount of prepaid domain name
fees increasing each year.
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INCOME AND DOMAIN NAMES
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Domain name revenue

Domain name revenue
Interest received
Domain names

12/13

13/14

Interest received

14/15
Domain Names

10/11

11/12

12/13

13/14

14/15

$7,152

$7,086

$7,703

$8,195

$8,712

$398

$347

$287

$303

$320

433

477

526

549

632

All figures are in 000s

Interest income will continue to be a feature of NZRS’s overall revenue as long as the
company receives prepaid domain name fees under the .nz policy. NZRS manages these
funds under company policies (Liquidity, Treasury, Reserves and Dividend) that
recognise the legal, commercial and fiduciary obligations to maintain those funds and
invest them in a prudent manner.
NZRS has not paid income tax for the 2009-2010 through to 2014-2015 years as a result
of our charitable status.
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APPLICATION OF REVENUE
$6,000,000
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$1,000,000
$0
FY 10/11

FY 11/12

FY 12/13
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-$1,000,000
-$2,000,000
NZRS expenses (excl DNCL)
DNCL fee
INZ dividend
Change in retained earnings (excl interest)

10/11

11/12

12/13

13/14

14/15

Expenses (excl DNCL)

$2,631

$3,153

$3,458

$3,900

$4,438

DNCL fee

$1,207

$1,260

$1,411

$1,495

$1,870

INZ dividend

$5,010

$3,325

$3,829

$2,560

$2,756

($1,697)

($641)

($994)

$239

($351)

$0

$0

$0

$0

$0

Change in retained earnings (excl interest)
Tax

All figures are in 000s

Outlook
Growth
The main factor in the outlook for 2015-16 is the ongoing effect of the introduction of
new gTLDs. It is the company's view that until this point much of the global growth in
domain names was generated by speculation in a concentrated market, right down to
the level of individuals purchasing single domains. With this speculative behaviour
undermined by the vast increase in availability of 'good' names at a global level, global
growth is flat-lining across the board. Our forecast for .nz is therefore for a return to the
low growth that we saw before the opening of the second level.
NZRS’s budget for 2015 – 2016 is predicated on a rate of monthly growth in domain
names. The company believes this realistically reflects the current outlook.
Net Growth

2015-16

April

7,055

May

3,342

June

2,826

Page 7

July

2,272

August

2,283

September

-3,024

October

-5,493

November

1,339

December

491

January

496

February

1,355

March

-1,673

TOTAL

11,269

Monthly average

939

Expenditure
For a number of years our expenditure has grown as we have invested in new services
and responded to policy changes, including the introduction of EPP, Internationalised
Domain Names, DNSSEC, Registrar Portal and opening the second level. Our forecast
for the next three years shows our expenditure peaking in 2015-16 and then beginning to
decline.

NZRS Corporate Governance Statement
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The Role of the Board
The Board’s role is to effectively represent and promote the interests of the shareholder
with a view to adding long-term value to the company while respecting the interests of
a wide range of stakeholders within the context of the company’s ownership and the
shareholder’s objectives.
The Board is responsible for the overall direction and control of the company’s activities,
and its key responsibilities include the following:
§

Establishment of goals and strategies with associated business plans

§

Monitoring company performance against budget and other performance
measures

§

Ensuring integrity in reporting

§

Communications with the shareholder on a regular basis through an annual
Company Plan, Annual Report and quarterly reporting, and other reporting as
requested by the shareholder

§

Implementation of policies to enhance company performance

§

Identifying and managing business risks, including statutory compliance

§

Ensuring appropriate internal controls and the quality and independence of the
external audit function

§

Monitoring management and its performance, including Chief Executive
appointment, review, development, succession planning and delegations

§

Fostering a company culture that requires directors, management and every staff
member to adhere to high standards of ethics and corporate behaviour.

Board Structure
The directors of NZRS Ltd are appointed by the shareholder Internet New Zealand
Incorporated. Each year directors retire by rotation and may, if they so desire, make
themselves available for re-appointment. Board membership currently consists of five
non-executive directors.
Board Operations and Policies
The NZRS Ltd Board meets regularly and policies are in place to ensure these meetings
are subject to formal agendas and reporting procedures.
The Board has adopted a Governance Policy, incorporating the following Good
Governance Principles which collectively document the Board’s role and responsibilities,
and deal with principles and processes associated with independence and conflicts of
interest, Board committees and procedures, reporting and disclosure, risk management,
and relationships with the shareholder and stakeholders.
Good Governance Principles
1.
Ethical Standards
The directors of the company observe and foster high ethical standards.
2.

Board Composition and Performance
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The Board works with the shareholder to ensure there is a balance of independence,
skills, knowledge, experience and perspectives among directors so that the Board works
effectively.
The Board seeks, in conjunction with its shareholder, to maintain a balance of directors
with complementary skills and business experience and who will contribute to the Board
in a positive and constructive manner, while acting with the highest levels of integrity
and professionalism. Newly appointed directors undergo an induction process which
includes the provision of all relevant documentation.
Directors are encouraged to belong to appropriate professional organisations and to
participate in ongoing training and development relevant to their governance
responsibilities.
3.
Board Committees
The Board utilises committees where this enhances its effectiveness in key areas while
retaining board responsibility.
The Board has formally constituted one standing Board Committee:
Audit and Risk Assessment Committee – membership consists of all Board
members. The Committee is regulated by approved Terms of Reference that
address membership, functions and responsibilities, authorities and reporting
procedures. The Committee is chaired by a director who is not the Board Chair.
The Committee monitors the company’s risk management processes, oversees
the findings of the company’s external auditors and reviews undertaken by other
professional advisers, and monitors the company’s legislative compliance.
4.
Reporting and Disclosure
The Board demands integrity both in financial reporting and in the timeliness and
balance of disclosure on the company’s affairs.
5.
Remuneration
The Board has an objective of the remuneration of directors being transparent, fair and
reasonable.
6.
Risk Management
The Board regularly verifies that the company has appropriate processes that identify
and manage potential and relevant risks.
7.
Auditors
The Board ensures the quality and integrity of the external audit process.
8.
Shareholder Relations
The Board fosters a constructive relationship with the shareholder InternetNZ, ensures it
understands their objectives and encourages them to engage with the company in an
appropriate manner.
9.
Stakeholder Interests
The Board respects the interests of the company’s wide range of stakeholders within the
context of the company’s ownership, its fundamental purpose and its role in managing a
key component of New Zealand’s infrastructure.
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Left to right: Chief Executive Jay Daley, Directors – Doug Mercer, Richard Currey, Brenda Wallace,
David Wright and Mark Vivian.

The NZRS Board
Richard Currey (Chairman)
Richard has held senior Treasury roles managing portfolios of $2bn+ for a number of banks and
was Auckland Manager of a global information provider. In 1997 Richard started a successful
website and multimedia company specialising in e-commerce and database driven solutions.
Since 2007, Richard has worked on a number of assignments focusing on project and strategic
management. Richard was a Board member of DNCL for eight years and Chair for two.
David Wright (Chair, Audit & Risk Assessment Committee)
David is a professional company director and business consultant. He has held Chief Executive
and senior management positions in the primary production, transport and electricity sectors
across both the private and state sectors. His previous appointments include Director of the Land
Transport Safety Authority, a role that included oversight of New Zealand’s motor vehicle and
driver licence registries. His current governance roles include Chair of West Coast Energy PTY
Ltd, Chair of Air Rescue Group, Deputy Chair NZ Blood Service, Director of WEL Networks Ltd,
Director of Wellington Water Ltd and Interim CEO, Heart of the City Incorporated.
Doug Mercer
Doug recently retired from a fulltime career of nearly thirty years in the IT industry. He has held
Senior Management positions and for much of his career provided Project Management
consultancy to a wide range of Companies and Government Departments. In 2002, Doug was
the Project Manager responsible for implementing the Shared Registry System currently
operated by NZRS.
Brenda Wallace
Brenda is a developer at Rabid, involved in a social enterprise startup in Wellington, and a council
member for InternetNZ. She was previously a Production Engineer at Weta Digital. She has
worked in technical and team lead roles in Open source, mobile telecommunications, and
electricity generation.
Mark Vivian
Mark is a Partner with Movac, the Wellington-based venture capital firm. He has created and
grown successful businesses in New Zealand, the United Kingdom and the United States, and
experienced two highly successful IPOs on the NASDAQ and London Stock Exchange. Mark also
founded KEA, an award-winning organisation harnessing New Zealand’s expat community, and
worked with New Zealand businesses to access global markets. He held senior management
positions with the New Zealand Rugby Union, and is a former Chairman of the Wellington Sevens.
Mark is currently Director of 1Above Limited, Roof Safe Systems Limited, New Ground Media
Limited, Board Advisor to Yellow Brick Road Limited, and is an investor in a number of privatelyheld New Zealand companies. He is also a Trustee of the Young Enterprise Trust.

