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Qutline

 The introduction of the Gorporate Governance
Gui ddi nes

e The 10 Prinap es

 The recommendati ons —Whattodoto ach eve
best practiceinrdaiontoeach o the prinad des

« Audt Commttees and Board Composdtion
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Wh at Is Cor por ate Governance?

e Corporae Governance isthe system by whi ch
companes are drected and managed.

e Corporae CGove nance irfl uences:
- how objedives of the company are st
-howriskis nontaed
-how perfor mance is opti zed
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Ach ev ng good Corporae
Governance

e Thereisno 9ngd e modd d good corpaa e
governance

e Coundl recommendati ons canna freven
corporaefalures a mstakesincorporde
ded s on maki ng

e Gui ddines can provi de reference pa it for
structrestomnmze old ems and opti mze
perfor mance and accountahlity
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Corporat e Governanceésimportanceto
Australia

o Austrdian compan es must be equppedto
compete dobdly

o Austrdiashouldconti nue to podstionitsdf a the
fadron of best practice
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Represen atives o the Counal

e |nvestars

e Drectas and Conpany Secretal es
e Busi ness

e Securities I ndustry

e Accounting

e Legd
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ASX Lidging Rul es

e Lging RUe4.103 gatenment inthe annud
report

e Must dsclosetheextent to wichthe company
has fdl oned the best practice recommendati on
during the reporti ng period

o Ifthe company has na fdlowedthe guddine it
must gve reasons fa na fdl ow ng it
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ASX Lidging Rul es

Lsing Rue 4 10. 3requres conpan estoreport
aganst GGC recomme ndations for FYs
commena ng afte 1 January 2003 1.e year ended
30§04 for nost

Earlytranstionto best practiceisencouraged asis
reporting by referencetothe recomme ndations in
ths year s report

Lsingrde 127 requres acompanyinthe

S&P ASX Al Odnariesindex to have an audt
commttee duringits FY apdies for FYs

commendng after 1/ 1/03i1.e from 1 July 2003 for
most . aCY
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Exception Reporting

e Best practice recommendati ons are gu ddines
e |s not “one g9 ze fits dl”

« Arecommendation may nat be appropride and if
itisna fdlonved, exda nwhy
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10 Prinad es

« Lay sdidfoundaionsfa managenen and overs ght
e Sructuethe boardto add vd ue

e Promae @hcd andrespons de decis on maki ng

« Safeguardirntegrityinfinandd reporting

e Maketindy and bd anced d sdosure

« Respect therights d sharehd ders

« Recogn se and manage risk

 Encourage enhanced perfor nance
 Remuneratefaily andresponsdy

e Recognzethelegtimateirnerests d gakehd ders
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1 Lay sdid foundations for
management and overs ght

e Recommendation L1 for ndize and dsd osethe
functions reserved tothe board and those
dd egat ed to management
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2. Sructurethe boardto add vdue

« Recommendation 21 Amg ority of the board
shoul d be i ndependent drectars

« Recommendalion 22 The charperson shoud
De anindependent dreaor

« Recommendalion 23 Therd e of chairperson
and ch & execuive dficer shoud not be
exerased by the sane person

Recommendaton 24: The board shou d
est adi sh a nom nati on conmttee
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3 Bhicd &responsde deason
mak ng
e Recommendation 31 Estaldish a code d

conduct to gude dreaors and senor executives
asto:

(8 The key pracices necessarytoma ntan
confidence i nthe conpany sirntegrity

(b) The respons klity and account alality of
Indviduds fa reporting and i nvesti gati ng report s
o unethcd pradices

e Recommendation 32 Dsdosethe pdicy
concer nng trad ng i ncompany securiti es by
drectas, dficers and enyp oyees. ACY
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4. Safeqguardirnegrityinfinana d
reporting

e Recommendation 41 Requrethe CEOandthe CFOtostae
In witingtothe boardthat the conpany s financid reports
present atrue andfarvew in dl mat erid respects, d the
conpany s financid condtion and oper ationd resuts and are
In accor dance wth rd evant accounting sandards.

« Recommendation 4 2 The board shou d estadish an audt
committee Ligingrdel2 7requires dl conpan esinthe
S&P ASX Al @d nariesindextoconmpy wth 4 2from 1
January 2003,
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4. Safeqguardirnegrityinfinana d
reporting

e Recommendaion 43 Sructurethe audt commttee sothat it
conssts d:

- Only non-execuive drectars

- A ng ority of independent drectars

- An i ndependent charperson of the board
- At least tiree nembers

Lsingrdel2 7 alsorequires dl conpan esinthe S&P ASX
Al Od naiesindextoconmdy wth 43 Transtiond
arrangenents apdy wth deadine o 1Juy 2005

e Recommendation 4 4 The audt commttee shou d have a
fa nmd charter.
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5. Maketindy and bd anced
d sd osure

e Recommendation5. 1. Estaldish witten
pdid es and procedures des gnedto
ensure comdiance wth ASXlistingrde
dsclosurerequrenents andto ensure
accountahlity a asen or nanageme nt
level fa that compliance.
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6. Respect the rights of sharehd ders

e Recommendation 6.1. Desgnand disdose a
communi caions srategy to pronote efecive
communi caion wth sharehd ders and encourage
eff ective partiapation & generd neeti ngs.

e Recommendation 6.2 Request the externd audta to
atendthe annud generd meeting and be avalal eto
answer sharehd der questions abou the conduct o the
audt and the preparation and content d the audita’s
report.
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/. Recogn se and manage risk

e Recommendaion 7.1 The board o appropri @e board
commttee shou d estaldish poliaes onrisk overd git and
manage nen.

« Recommendation 7.2 CEO and CFO shoddstaetothe
board i nwriti ng
- 7.21 Satenent gveninaccoardance wth
recomme ndation 4.1isfounded on asystemaf risk
manage men

- 7.2 2The conpany srisk managenent andirternd
conmpliance and cortrd systemis operding dfiaently

and effedivd y
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8. Encour age enhanced
perfamance

e Recommendation8. 1 [sdosethe

or ocess for perfamance evduaion o the
poard Its commttees and indv dud
drect as, and key executi ves.
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0. Remuneratefarlyandresponsdy

e Recommendaion 91 Rovde dsdosurein
rd aiontothe company sremuneration pdid es
toenaldeinvestorsto understand (1) the costs
and benefits of those pdicdes and (i) the link
bet ween remuneration padtodrecors and key
executl ves and corporat e perfor mance.

e Recommendaion 92 The board shou d
estadi sh aremuner @&lon commttee
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0. Remuneraefary&responsdy
(cont’ d)

e Recommendation 9.3 Cearlyd singush
the structure o non-executive drectors
renmuneraionfromthat d execuives

e Recommendation 9.4 Ensurethat
payment of equty-based execuive
renmuneraionis nmade inaccordance wth
threshdds set in dans approved by
sharehd ders
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10. Recognsethelegtimate
Inerests d st akehd ders

e Recommendation 10.1: Establish and
d sclose acode d conduct to gu de
condiance wthlegd and a her odi gati ons
tolegtimat e stakehd ders
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Audt Commttees — Top 500
companes

* 90% d conpan esreviewed had an audt
commttee

e “Boardtoo smdl” or “our bus nessis 9 np €
wer e conmon reasons fa na havng an audt
commttee

e 7/ companeswthlager boards (bet ween 6 and
O drectors) sadthat audt issues were best dedt
wthbythe entireboard

e 66% d audt commttees have a char man whois
na charman d the board, 21% have the sane
charman, wth 13% prov dng i nsufid ernt
| if armation.
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Audt Commttee Gomposgtion

6% 10%

O Without audit
committee

B majority non-
executive

B 100% non-
executive

B Minority non-
executive

@ Not specified

50%
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Audt Committees & Independence-
20051 00 ms

e Inony 64 reports (20% o the sampl e) dd
companes usethe descri ption ‘i ndependent
drecta’

e Certanythe number of compan eswth
Independent dredasis much greate

 Whilethe number d audt commttees wth
Independent drectars nust dso be under stat ed,
72% d conpan esthat descri bed drect ors as
Independent had a nmg aity o independents
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0
20% Co mpan es by size wth
18% | ess than 50 %
non executive drectors

16%
14%
12% O Top 20
10% Bl Coys 21-50
3% [1 Coys 51-100
l Coys 101-200
6%
1 Coys 201-300
4% - _
B Coys outside 300
2% -
0% -




Board Gompostion - Gond ud ons

« Smalla conpanes wll needto do nore work
than larger conpan es (top 200) to reconfi gure
boards

e Estalishing an audt commtteeisunikdyto
ental red dfficdtyfa top 500, however neeti ng
therequrenments o the CGCfor conpostion of
the commttee wll challenge a small group o
mostly smaller conpan es (300+)

 Lowlevd d partiapati on by non-execut ve
drectason boards d snmdlle conpan es wil
compound dfficdtiesin nmeeting audt co mmttee
requirenments of lisingrde 12 7
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