ASX Corporate Governance Council

Principles of Good Corporate Governance
and Best Practice Recommendations

March 2003

QJ

ASX

AUFETRALIAN STOCK ERCHANGE



reword

The ASX Corporate Governance Conncil was formed on 15 August 2002, bringing
together 21 groups from disparate business backgronnds and carrying the vinying aims
and prionties that accompany those constitucncies.

Despite their differing perspectives, the Couneil’s overnding mission was commonly
heldd: to develop and deliver an industry-wide, supportable and supported frmmework
for corpormte governance which conld provide a practical guide For listed companies,
vestors, the wider market and the Australin community.

their i

The size, complexity and operations of companies differ, and so flex
allowed e the structures adopted to optime

v st be
That Mexilulity
must, however, be tempered by accountability = the obligaton (o explain to investors
why an altermative approach is adopied — the “iF not, why not=" obligation,

se indvadual performane

hancem

The of corpi
reporting 1s i major evolu

e accoumiability and the adoption of this framework for
n in corporate governance practice in Australia. The
impact on Australian eompanies must not be wnderestimateel. The ASX Corporate
Gowernance Counctl s commatted tooan

Iy assessty VRTINS

1 of the wnple

wtioms of mvestors, To Bcilitate this, a
separte Implementation Review Group will be formed to report to the Council.

experiences of listed companies and th

This document is not the final and complete gonidance — it s offered as guidance only
in the sense that any corpomte governance regime must be suffic
with a constantly changing environment, Just as a healthy and robust bosiness
environment evolves with circums es, 50 too must any guidelines foe corposite
governance best practice. The ongoing relevance and effectiveness of these guidelines
will be periodically reviewed by the ASX Corporate Governance Council,

ently Hexible 1o cope

and mter

As with the ASX Listing Rules, where the spir ion cutweighs the leter of the
law, so must these guidelines be applicd: maintaining an informed and efficient market
and preserving investor confidence remain the constant imperatives.
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What is corporate governance?

Corporate governance is the system by which companics are directed and managed. It
influences how the objectives of the company are set and achieved, how risk is
monitored and assessed, and how performance is opumised.

Good corporate governance siruciures enconrmges compar
Cnir
acconntabality and control systems commensusate with the risks involved,

s 1o create value (through

wenenrism, innovation, development and explomtion) and provide

How is good corporate governance achieved?

What constitutes good corporate governance will evolve with the changing
clrenmst
practice must also evolve with developments hoth in Aus

ces of o company and must be @iloved 1o meet those circnmstances, Best

lin and overse

=AS.

There s no single model of good corporate governance. This docoment articalates 10
core principles that the ASN Corporate Governance Council believes nnderlie good
letail, with

claticmns.

corporate governance, Each prineiple s explaine

gunckanee in the form of best

el

lice Fecomi

Although the Council’s recommendations are not mandatory and cannot, in
themselves, prevent corporate faillure or mistakes in corporate decision-making, they
can previde areference point for enhanced structires o minimise problems and
optimmse per formance and accountability

The fundamentals

wlamenial (o any corpormte governance sirncture 15 establishing the roles of
nagement and the board (Principle 1), with a balance of skills, experience and
pendence on the board approprate 1o the nature and extent of company

tions El‘l inciple 2). There is a basic need for integrity among those who can

‘s strategy and financial performance, wgether with responsible
and ethical decision-making (Principle 3).

Meeting the mform

m meeds of 3 modern invesunent community is also parsamonnt
in terms of accountahility and attracting e I Presenting a compan
non-financial pesition requires processes that saleguard, both mtcnmll} anel extemmally,
the mtegrity of company veporting (Principle 4}, and provide & tmely and balanced
picture of all material matters (Pancaple 5). The rights of company owners, that is

sharcholders, need to be cleardy recognised and upheld (Principle 6).

's financial and

Every business decision has an element of uncertainey and cirres a sk that can be
managed through effective eversight and internal control (Principle 7). Keeping pace with
the medern risks of business and other aspects of govermance reguires fomal mechanisms
that encomnge enhanced board and management effectiveness (Panciple 8).

Corporate governance in Australis



Rewards are also needed o atract the skills reguived to achieve the performance expecied
by st eholders (Prnciple 93, The impact of company actions and decisions is inereasingly
dverse and good governance recognises the legitimate miterests of all stakeholders

{(Prncaple 10},

Each primciple 15 of equal importance.

Why is it important to Australia?

LICes e HCreasing

Demonstimbly good corporte governance p
ing the cost of capital in a global cs
be equipped o co e ghobally amd o ma

nd overseas. In

al

minst
anel promote investor confidence
n uf oHiar l'LFI'iJUl'-{H‘ j;l'.“'t‘l'l mnoe

both i Austial
practices, Australia starts fromm a position of strength. However, it s important that we
continue to review those practices to ensure they continue to reflect local and
imtermational developments and position Australia at the forefront of best practice,

The ASX Corporate Governance Council

As a central reference point for companies to understand stakeholder expectations, in
order to promote and restore investor confidence, ASX convened the ASX Corporate
Govermance Council in August 202, T purpose = 1o develop recommendiations which

reflect in

mal best practice. The Conncil mcludes representatives of:

= Association of Superannuation Funds * Group of 100
al Anstralia Lud = Instituic of Actuaries of Anstralia

. AILHTI'IIEl?sI.nH Investor Relations o Institute of Chartered Accountants in
Association Australin

* Australion Councal of Superannuation #  lostiite of Internal Aaditors Austialia

Tnvestons 3 i i
* International Banks and Securities

e Austalion Insoonne of Company Apsacinan of Atstrali

Directons ¥ : :
*  lovestment and Financial Semvaces

Associalion

¢ Australian Instite of
Superant on Trstees

¢ Law Council of Anstmbia

o Australion Sharcholders' Associ
*  National Institute of Accountants

e Australian Steck Exelange Lin ;
x ; = Property Conneil of Austalia
*  Business Council of Aust

. ) ) *  Securities & Derivatives Indusiry
¢ Chartered Secretaries Aus P

s CPA Austdi

Aties | e of Australia
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Disclosure of corporate governance practices
(applying the "if not, why not?" approach)

How to approach adoption of the best practice
recommendations

The best practice recommendations are not prescriptions, They are guidelines,

designed to produce an efliciency, quality or mtegty ontcome. This docwment does

not require a “one size fis all” approach o corpomte governance. Instead, it states
aspirtions of best practice for optimising corporate performance and accountabiliy in
the mterests of sharcholders and the broader economy. IFa company considers that a
recommendation s mappropriate o s § as the Rexibility
nat toadopt it —a Aexibility tempered by the requirement to explain why'.

ar circnmsiances,

Companies are enconmged 1o use the guidance provided by this document as a focns

For re-esam

their corporate governande practices and (o determine whether and

to what extent the company may benelit from a change in approach, having regand o
the company’s particular circomstances. There is littde value in a checklist approach 1o
ance that does not focons on the particnlar needs, strengths and

wenknesses of the company.

:'c.:|'||(:|mt|~ over

The Council recognises that the range in size and diversity of companies is significant
and that smaller companies may face particular ssucs in attaining all recomn
from the outser. Performance and eff; ress can e compromised by ma
change that s not moaaged seosibly. Where o company s consudering widespread

strnctural changes in order to meet best practice, the company s enconraged o
priontise s needs and to set and disclose best practice goals against an indicative
timefme for meeting them.

Disclosure requirements

Uniler ASX Listing Rule 4,10, companies are required to provide 2 statement in their
annual report disclosing the extent to which they have followed these best practice
mies have not followed all the

recomumendations in the reporting peviod. Where com
wendations, they must idenify the recommendations that have not been

followed and give reasons for not fellowing them.

Annual |':r|mrli|1.g does not diminish the 1':}|I|il;ll]_1.".~i obligation to |n'nv:'1||- disclosure
under ASX Listing Rule 3.1,

I Am exception regarding audit commitiecs applics (o companies comprising the SR/ ASX All
Ordinaries ladex. The ASK Listing Rales mand: h= eseallizhe conmittees by phose
compagies and require that the composition, operation and responsibility of the audit commitice
comply with the Council's best practice recommendations,

1 of anichin

Corporate governance in Australis



What disclosures are necessary?

It is only where a recommendation is not met or whe
specifically identified thar a disclosure obligation is 1
clearly identificd as such.

adisclosure requiremient is
gered, Each recommn

velatiom is

The comme ce that follows each recommendation does not form part

tary aned guida
nebation. [t is provided (o assist companices o onderstand the reasoning

of the reconm

for the recommendation, highlight 1 for consideration,

and make suggestions as to how implementaion might be achieved.

Where should disclosure be made?

Specilic guidance is given at the end of each principle as to whar disclosure the
company s regquired or encouraged o make and where,

I sonme cases the company is reqoived (o set ont the relevanmt disclosure in separate
| report. Where the Corporations Act

corporale sovernance seclion of the ann
requires particulay information o be included i the divectors” report, the company
has the discretion 1o include a eross-reference to the relevant mformation in the
eport mther than replicating that

corporte governance section of the an
formation.

For more general informaton, there are re smenis o nake mformaton publicly
avatlable, ideally by provision on the company's website. This information shoulid be
clearly prese i 1 the

wehsite. The corpo

nted i ded LN SeCHon wil

e corporate governance infio

i gewermance section of the a

al report should contain
npprnpr'mh' website references, links or istmcions to enable sharcholders o readily
access this information,

Where a company does not have o website, this information must be made pablicly
Cesample, a company may provide the mformation on

available by other means, |

request by email, facsi

les or post.

What is the disclosure period?

The change in reporting requirement applies (o the company’s first Ainancial year
commencing after 1 January 2008, Accordingly, where a company's financial vear
begins on 1 July, disclosure will be reguired in relation to the financial year

1 July 2003 = 30 June 2004 and will be made in the anmal report pablished in 2004,

Companies are enconaged o make an early transition o the hest practce
recommendations and are requested 1o consider reporting by reference 1o the

FECOTnIme

their corporate reporting this year.

Corporale govermanes i Aust



ASX Corporate Governance Council website

The ASX Corporate Governance Conncl has established a website o assist companies
with regard to these principles and best practice reco nelations, The site contins
links to useful reference material and websites of Councill members. s located at
\m'\f.ﬂs};.l‘nm.all.r'fn:]mmlr'j.';m't‘l'n:m-"r.

Audit committees

Specific requirements apply in relation w andit committees for companies within the
SEP/ASK Al Ordinaries Index.

Those companies are subject 1w ASX Listing Rule 12.7, which requires that an entity
that was included i the S&EPAASK Al Ovdinaries Index an the beginning of its financial
i e that year, The composition, operation il

t comumittee must comply with the best practice

ASX Corporte Governance Council. These are set ont in

yesur b welit comm
responsthility of the a
recommendations of 1y

Princaple 1.

This rule applies for the st Geancial year of an entity commeneing after 1 fanuary 20032,

What entities are affected?

The best practice recommendations have been artienlated o apply 1o companies and

other types of hsted entines, Where approprate, the teom “company™ i nsed u the best

|)I_.Il':ifl‘ 'I'E."I.'.l'll]'lll'l.i"l'l.d:l Lions to o ICOTIPAss i
imvestment schemes (trusts), listed stapled entities, and hsted foreign entities. Also
where appropriate, references to “shareholders” and “investons” will include velerences
1o unitholders of wt nusts,

v listed entity, including histed managed

Specific application of the recommendations for trasts has been highlighted,

Monitoring implementation and change

This docwment represents the fiest iteration of the ASX Corporte Governanes

Conncil’s views about best practice. Corporate govermance practices must be

evolutionary and responsive 1o the information needs of local and intermational
uwestors, The ASX Corporate Governance Council is commitied o conti
of these principles and best practce recommendations to ensure that they remain

relevant, take account of local and intermational developments, and continue o reflect

international best practice.

2 For all entities included in ohe S&P/ASK ALl Ordinaries Tncdex s ae .'\pl‘il 20008,
the Tollowing applies:

Financial yeur: The entity must have a comphing andii
committes during FY commencing

1 April =31 March 1 April 2008

1 July — 340 june 1 Juily 2004

1 Jamuary = 31 December i

Corporale govermanee in Australis



Companies amd invesiors are encouraged to provide feedback about the
mmplementation and impact of these recommendations o their ASK Corporate
Covernance Council representative.

The ASX Corporate Governance Council will also establish a sepamate Implementation
Review Group to report back to the Council on the expencence of compamies and
INVESLOrs,

The ASX Corporate Governance Council will formally review the impact of these
principles and best practice recommendations ollowing eollation and esamination of
disclosures made in annual reports and consideranon of feedback receved, mcluding
the reports from the Implementation Review Group,

Acknowledgements

The ASX Corporate Governance Councils principles and best practice

recommendations have benefited from the invaluable contmbutons made by a
of ndustry associations, Corporaie gov we experts and listed compa
directors and chairpersons. The Council 1= most grateltul for their puot, and for

imvaluable editonal contributions and assstance.
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Principle 1:
Lay solid foundations for management

and oversight

Recognise and publish the respective roles and responsibilities ol board
andl IIEHII}lg{.'T:IIl."[IL

The company’s amework shoald be designed o

cible the board 1o provide strategic guids
owversight of management

Cormy

or the company aned elfective

clarify the respective roles and responsibilitics of board members and senior
cxcontives in order to fcilitate board and management accountability (o both the

ny andl its shareholiders

ensure & balance of authority so that no single individual has unfettered powers,

How to achieve best practice

Recommendation 1.1; Formalise and disclose the functions reserved to the board and
those delegated 10 management.

Commentary and guidance

Role of the boord ond monogement

It is snggested that the board adopt a formal sttement of matters reserved 1ot
or a formal boarved charter that details the Tunctions and responsibilities of the
hoard, Another alternative is a formal statement of delegated anthory w
Jllﬁllﬁn{‘lni.‘lll.

The nature of matters reserved o the board and delegated 1o
necessarily depend on the size, complexity and ownership sin
company, and will Be anfluenced by s wadition and corporate coltore, and by
the skills of directors and managers.

nagement will
ture of the

Disclosing the division of responsibility assists those affected by corpomite
decisions to better nnderstand the respective acconntabilit
of board and management of the particular compainy, That inderstanding ean

be further enhanced if the dsclosure ncludes an explanation of the balance of

and contributions

responsibility between the chairperson, the lead independent director (iF any)
anel the chiel executive officer (or equivalent).

The division of responsibility may vary with the evolution of the company.
Regular review of the balance of responsibilities may be appropriate 1o ensure
that the division of functions remains appropriate o the needs of the company.

Principle 12 Ly solid foundations tor management and overaght
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Responsibilities of the boord

Lsually the board would be responsible for:

*  owersight of the company, including s contred and accountahility svstems
* appointing and remeoving the chiel executive officer (or equivalent)

*  patifying the appointment and, where appropriate, the removal of the chiel
fgancial olficer {or eguivalent) and the company secretny

= mput o and foal approval of management’s development of corpote
strategy and performance objectives

*  reviewing and mtifving systems of rsk management and intemal compliance
and control, codes of conduct, amd legal compliance

*  monitoring senior management's performance and implementation of
strategy, aned ensuring appropriate resonrees are available

= approving and monitoring the progress of major capital expenditure, capital
magement, and acquisitions and divestitnres

= approving and monitoring finanecial and other veporting.
Allacation of individual respansibilities
It also approgamate that directors cleardy understand corporate expectations of them.

To that end, formal leters of appointment for divectors setting out the key
terms and conditions relative o that aAppointment are very uselnl.

suggestions for the contents of a letter of appointment are contained in Box 1.1,

Box 1.1 Content of a director's letter of appointment
* Term of appointment,
*  Time commitment envisaged.
¢ Powers and duties of divectors.
*  Any special duties or armngements atiaching to the position.
e Circumstances in which an office of director becomes vacant.
o Expectatons regarding involvemient with committee work.
s Remuneration and expenses,
*  Superannuation arrangements.

*  Requirement to disclose directors’ interests and any matters which
affect the divector's mdependence,

o Fellow directors.

o Trading policy governing dealings in securities (including any share
qualifications) and related financial instruments by divectons,
meluding nonfication reqguirements,

* Induction tmuning and continuing education arrangements,
*  Access to independent professional advice.

¢ Indemmity and msurance arrangements.

o Confidentility and rights of access to corporate information,
e A copy of the constitution.

Prineiple 1: Lay solid loundations {for management and oversight




Similarly, the chiel exeentive officer {or equivalent) and the chief financial
officer (or equivilent) should have a formal job deseription and leter of
appomtment descrilnng ther term of office, duties, nghts and responsibilities,
o, Box 9.2 (Prion
on the matter of termination entitlements.

and enttlement on termi

ple 9} provides further guidance

Guide to reporting on Principle 1

The following material shoukl be included i the corporate governanee section of the
annual report:

* an explanation of any departure from best practice recommendation 1.1,

The following material should be made publicly available, wdeally by lmﬁling it to the
comprany’s website in a clearly marked corporate governance section:

*  the statement of matters reserved for the board or a summary of the board charter
or the statement of delegated anthority 1o management.

Further guidance

A Guide to Divectors and Officers Liability Insupanes, 15t edition, June 2001, amhors
C.Smith, N.Milne, FMorris. Published by Australian Institute of Company Directors.

Application of Principle 1 in relation to trusts

References to “board” and “directors” should be applicd as references to the board anid
directens of the responsible entity of the truse,

A trust should clanfy the relationship between the responsible entity and the parent
company where relevant, and artieulate the relevant roles and responsibilities of the
board and management of the responsible entity.

Trusts should ako be aware of the correlation between external directors and
compliance committee requirements in Part 5C.5 of the Corporations Act.

Principle 12 Ly solid foundations tor management and overaght
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Principle 2:
Structure the board to add value

Have a board of an effective composition, size and commitment to
adequately discharge its responsibilitics and duties.

An effective board is one that facilitines the efficient discharge of the duties imposed by

law on the divectons and adds value in the context of the particular company’s
circumstances. This requares that the boacd Be stroctured o soch aoway that i

*  has a proper undestanding of, and competence o deal with, the camrent and
cmerging issues of the business

* can effectively review and challenge the performunce of management and excercise

independent judgement.

Ulamately the divectors are elected by the shareholders. However the board and s
delegates play an important role in the selection of cowdidates [or shureholder vore,

How to achieve best practice

Recommendation 2.1: A majority of the board should be independent directors®.
Commentary and guidance

Assessment of independence

An independent divector s independent of management and free of any
business or other relationship that counld matenally interfere with - or could
reasomably be perceived o marerially interfere with = the exercise of thewr
unfettered and independent judgement.

A defimiton of independence is contained in Box 2.1,

Disclosure of independence

The board should regulary assess the mdependence of cach director in light of

anterests disclosed by them. So that it can do this, each mdependent divector
should provide o the board all relevant informetion,

Directors consulered Iy the board o be mdependent shonld be adentified as
such i the corporate governance section of the annual report. The board
should state its reasons if it considers a divector o be independent

nowwithstanding the existence of relatonships listed in Box 2.1, [n this contest,

it s important for the board o consider o

eriality thresholds' from the
perspective of both the company and s divectonrs, and 1o disclose these.

& Independence is defined in Box 2.1,

1 For example, o board may decide that affilistion with a business which accounts for, say, less than

X% of the compoany’s revenne is, as @ category, immaterial for the purpose of determining

independemee, I the company discloses the stackrd it adoges and makes o general satement that

the relevant direcior meers thot standard, fovestors are better informed about the boards
resisning,

Principle 2: Structure the board (o add value
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The tenure of each director is imporiant to an assessment of independence, The
Bl shonhd diselose the period of effice of cach divector i the corpoimte
governance section of the annual report

Where the ndependent status of a director is lost, this should be immediately
dsclosed 1o the market.

Independent decision-making

All directors should bring an independent judgement to bear in decision-
making.

To facilitate this, there should be a procedure agreed by the board for directors
1o ke inde pendent professional advice if necessuy, at the company's expense,
MNonexecutive divectors should consider the benehits of conferring regularly

scheduled sessions without management present. Their discussions can be
Eacilitted by the chairperson or lead independent director.

Box 2.1: Assessing the independence of directors®

Anindependent direetor is a non-executive director (ie s not a member
of management) and:

L. is ot a substantial sharcholder® of the company or an officer of, or
otherwise associated directly with, a substantial shareholder of the
COTpEIY

20 within the kast three years has not been employed in an executive
capacity by the company or another group member, or been a
director after ceasing to hold any such emploviment

. within the last three years has not been aprncipal of a material
professional adviser or a material consultant to the company or
another group member, or an employee materally associated with the
service provided

4

is not A material supplier or customer of the company or other group
member, or an officer ol or otherwise associated directly or indirectly
with a material supplier or costemer

5. has no material contractual relationship with the company or another
group member other than as a divector of the company

has not served on the board for a period which could, or could
reasonably be perceved to, materially interfere with the director’s
ability to act in the best interests of the company

7. is free from any interest and any business or other relationship which

could, or could reasonably be percewved to, matenially interfere with
the director's ability to act in the best interests of the company.

6

Family ties and eross-divectorships may be relevant in considering interests and
relationships which may compromise independence, surd should be disclosed by
divectors to the board.

The difinition in Box 2.1 48 adapted from the definition of independence given by Corfrorete
Ciopernance, A Cwide for Fund Mavagers anal Corporstions = Blue Book, lnvestment and Financial
Services Association, December 2002, wwwifsi.com.an

For this prarpose o “substantal shareholder™ is 2 person with a substaotal holding as defined in
section 9 of the Corporations Act,

Principle 2: Structure the board (o add value



The UK Higes report” nominates W years in relation o director tenure
considertions, bt las not yet been adopted in the UK The Couneil will
contme to momtor developments in other junsdictions in this area,

Recommendation 2.2: The chairperson should be an independent director.
Commentary and quidance

Role of chairperson

The chinrperson s responsible for leadershap of the board, for the ellicient
organisation and conduct of the boawd’s funcuon, and fer the broefing of all
direciors in relation to ssues arsmg ot board meetings.

It is important that the chairperson facilicae the effective contribution of all
directors and promote constructive and respectiul relations between boared
members and Between board and managenent

Where the chairperson is not an independent divectorn, it may be benelcial to
constder the appointment of a lead imndependent director

It s vigal that the chawperson commit the time necessary (o discharge that role
cffectively. In that context the number of other positions, and time commitment
associiied with them, should be aken into account.

Recommendation 2.3: The roles of chairperson and chief executive officer should not
be exercised by the same individual,

Commentary and guidance
There needs to be a clear division of responsibility at the head of the company.

The division of respongibilities between the ehairperson and the chiel executive
officer should e agrecd by the Board and set out in asadement of position
anthority.

The chiel execatve officer should not go on o become chairperson of the sune
COTARIY.

Recommendation 2.4: The board should establish a nomination committee.
Commentary and guidance

Purpose of the nomination committee

Particularly in larger companies, a nomination conmittes can be a more

efficient mechanism for the detailed examination of selection and appoinument
practces meeting the needs of the comps

The existence of a ation committee should not e secn as implyving a

fragmentation or d ton of the responsibilities of the board as a whole.

T Hewiew of the Role and Effectioeney of Now-txecutive Directors, Devek Higes, Jomeiry 2008

Principle 2: Structure the board (o add value
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It is recognised that for smaller boands, the same efficiencies may not be
apparent from a fovmal commites strenre,

Composition of nomination committee

The nommnaticon committee should:

*  consist of am
directors

mbers, the nujony being independent

*  be chaired by the chairperson of the board or an independent director,

Charter

The nomination committee shonld have a charter that clearly sets ont its role
and responsibilities, composition, strociire and membership requirements,

Responsibilities

Responsibilities of the commattee should imeclude:

* assessment of the necessary and desimble competencies of board members

*  peview of board succession plans
* evalvation of the board's performanee

*  pecommendations for the appointment and removal of directors.

Selection process

A Tormal and tansparent procedure for the selection and appomntment of new
divectors to the board helps promote investor understanding and confidence in
that process,

Director competencies

Corpovate perfonmance s enlianced when there is a board with the appropriate
competencies o enable it o discharge s mandate effecively, An evaluation of
the mnge of skills, expertence and expertse on the board 1s therefore beneficial
hefore a candidate is recommended for appoiniment. Such an evaluation
enables identification of the particular skills, experience and expertise that will
Best complement board effectiveness,

LM COn

The noen niing a

tlee should consider developing and i

plan for identifving, assessing and enhancing director competencies.

The ne
i place to maintain an appropriate halance of skills, experience and expertise
on the board,

tion committee should also consider whether succession plans are

Composition ond commitment

sosition that 1s conducive o
ty of perspectives and
ather than of

= af the board should be

It s important that the board he of a sige and con
making decisions expediently, with the benefit ol a
skills, el iny tlae best interests of the company as a w
mehividunal sharcholders o
limited soas to encourage ¢

erest groups, The s
icient decision-making.

Principle 2: Structure the board (o add value



It is also important that individual board members devote the necessary time o
the impentint tsks entrusted o them, i this context, all divectors should
consider the mumber and natre of thewr divectorships and calls on their e

fromm other commitments.

In support of their cancdidatre for divectorship, non-executive directors shonld
provide the nemination committes with details of other conmitments and an
indication of ime involved. Nop-executive directors should specifically
acknowledge o the company prior o appomiment or being submitted for
election that they will have sulficient tme o meet what is expected of them,

larly review the time required from a
this. A non-execuiive
« helore

The noming commitiee should re
NON=EXecuiy 1l whether du
director should inform the chairperson and the nomination com

rec o, |

:Iffl.‘l]tillg ANY new Appd IIII thmenis.

Election of directors

The guidelines in Atiachment A concerning notices of meeting are designed (o
Facilivate better communication with sharcholders. They contain guidance about
how 1o frame resolotnons for the electon of directors.

The names of candidates submatted for electon as director shonld e
accompanied by the lollowing information to enable sharcholders 1o make an
informed decsion on thew election:

ol details, including competencies and gualifications and
nt to enable an assessment of the ndependence of the

»  biograph
mformation sullicie
candidane

*  dewmils of rebinonships bemween:
= the candidate and the company
- the candidate and divectors of the company
*  cirectorships held®
* pawticukus of other positions which imvolve significant time commitmenis

*  the term of office on iy served by any directos subject (o re-clection

* any ol red by Law.

1 particnlars re

Term of directorship

Nop-executive directors should be appointed for specific terms subject 1o
re-=clection and to the ASX Listing Rules and Corporations Act provisiens

concerning removal of adirector.

Rrhcl]_‘:rmi tment of divectors should not be antomatic,

Recommendation 2.5: Provide the information indicated in Guide to reporting on
Principle 2.

B

These are i
assessment of independence.,

eship reqquired 1o be disclosed by B, and any other directorships relevant to an

Principle 2: Structure the board (o add value
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Guide to reporting on Principle 2

The following materal shonld be included in the corporate governance section of the

annual report:

* the skills, experience and expertse relevant to the position of diveetor held I’." each
director in office at the date of the annual report

*  the names of the directors constdered by the boacd to constitute mdependent
directors and the company’s materiality thresholds

* asttement as to whether there is a procedure agreed by the board Ffor directors 1o

iake mdependent professional advice ai the expense of the company
¢ the term of office held by each divector in office at the date of the annual report

o the pames of members of the nemination commattes and their atendance an
meetings of the committee

e an explasstion of any departores from best practice recommendations 2.1, 2.2, 2.8,
2.4 or2.5.

The following material should be made publicly available, ideally by posting it to the

company's website in a clearly marked corporate governance section:

e desoription of the procedure for the selection and appointment of new directos
1o the board

¢ the charter of the nominaton committee or a swmmary of the role, nghis,
responsibalites and membeship requirements Tor that commiiee

e the nomimation committee’s policy for the appoinunent of direciors,

Application of Principle 2 in relation to trusts

References to “board” and “directors” should be applied as veferences to the board and
dircetors of the responsible entity of the rust.

There may be technical conflict in implementing the recommendations that the
chairperson be an independent director or a lead independent director, where the
responsible entity is a wholly-owned subsidiary of a fund manager and all the directors
are employees of the parent. This should be discussed and elarified in any explanation
of deparmre from the best practice recommendations included in the corporate
governance section of the annual report.

Refer also 1o section GO1JA(2) of the Corporations Act, which sets out the criteria for
mdependence of a director of a responsible entity.

Note also that Part 5C.5 of the Corporations Act in relation to compliance committess
for trusts provides under section 601JA(1) that a responsible entity must establish a
compliance committes if léss than half the: diveciors of the responsible entity are
external directors:

Principle 2: Structure the board (o add value



Principle 3:
Promote ethical and responsible
decision-making

Actively promote ethical and responsible decision-making,

The company shonld:

& clanify the standards of ethical behavionr required of company directors and key
execntives (that is, officers and employees who lawve the eppormmin wo materially
mfluence the megrty, steategy and operaton of the busioess and s Gnanciad
performance) and encourage the observance of those standards

*  publish its position concerning the ssue of board and cmployes trading in company

securities and in associated products which operate to limit the economic risk of

those securities,

How to achieve best practice

Recommendation 3.1: Establish a code of conduct to guide the directors, the chief
executive officer [or equivalent), the chief financial officer [or equivalent) and any
ather key executives® as to:

3.1.1 the practices necessary to maintain confidence in the company’s integrity
3.1.2 the responsibility and accountability of individuals for reporting and
investigating reports of unethical practices.
Commentary and quidance

Good corporate governance nltimately requires people of integrit, Personal
nvestor confidence can be enlanced if

ntegiy cannol be regulated. However,
the company clearly articulates the practices by which it intends directors aned

key executives to abide.

Each company should determine its own policies designed 1o nfluence
appropriate behaviour by divectors and Key execatives. A code of conduct s an
effective way to guide the behavionr of directors and key execntives and

mstrate the commitment of the company 1o ethical |hr:|:'t|'-:r-.ﬁ.

It is-not necessary for a separate code for directors and key execntives to be
adopted. Principle 10 also recommends corporate codes of conduct, Depending
on the mature and size of the company’s opertions, the code of condoct for

directors and key executives may stand alone or be part of the corporate code of

conduet recommended in Principle 10,

4 That is, any emploves or officer who has the appomunity to matedally influence the integrity,
strategy and operation of the business and i Goancal performance,

Principle 3: Promote ethical and responsible deeision-miking
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A code of conduct may uselolly address the issues set ont in Box 5.1
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Box 3.1: Suggestions for the content of a code of conduct

Conflicts of interest — managing situations where the interest of a
private imdividual interferes or appears to mterfere with the interests
of the company as a whole.

. Corporate opportunitics — preventing directors and key executives

from mking advaniage of property, information or position, or
opportnnities arising from these, for personal gain or to compete with
the company.

Confidentiality — restricting the use of non-public information except
where disclosure is authonsed or legally mandated.

Fair dealing — by all employees with the company’s customers,
supplicrs, competitors and employees.

Provection of and proper wse of the company’s assels — protecting and
ensuring efficient use of assets for legitimate business purposes.

Compliance with laws and regulations — active promotion of
complianee.

. Encouraging the reporting of unlwiful /unethical behaviour = active

prometion of ethical belaviour and protection for those who report
violations in good Eith.

Recommendation 3.2: Disclose the policy concerning trading in company securities
by directars, officers and employees.

Commentary and guidance

Public conflidence in the company can be evoded if there is insulTicient

understanding about the comp

) 7 g ST vy 5 e
s policies governing ading by “potential

msiders”. The o prohibis msider trading, and the Corporations Actand the

ASK Listing Rules regn

disclosnre of any tading undenaken by directors or

thew related entities in the company’s secunnes,

lin the imterests of vestor confidence, companies should consider

g these requirements with a foomal policy governing trading

For the purpose of this policy a “potential insider” is a person likely 1o possess

imside i

lormation and mchides the divectors, the chiel executive officer (o

equivalent], the cluef financial officer (or equivalent), stall members who are

mwolved in matenial ransactions concerming the compan

and any other

member of stalf whao is likely to be in the possession of imside information.

“Insidde information” is information concerming the company's financial
I wition, strategy or operabions, which, il made ill1|1|ir. wonld e likely to have a

material inpact on the price of the company™ securities,
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The company shonld consider introducing appropriate complianee siandareds
andl procedures o fcilicae implementioen of any code of conduct and wading
policy adopted, and an mternal review mechansm to assess compliance and
effectiveness, This review may involve an imtemal audit fainction.

Suggestions for the content of such a policy are set ont in Box 3.2,

Box 3.2: Suggestions for the content of a trading policy

1. Clearly identify the divectors, officers, employees or gronp of
employees who are restricted from trading (*designated officers™).

2. Identify and rase awareness about the prohibitons under the Taw and
the rcqu'utmrnlﬁ of the podicy. This should inelude an awareness that
it is inapproprate for the designated officer to procure others 1o tade
when the designated officer is precluded from tading, and an
awareness of the need w enforce confidentiality against external
ailvisers.

4. Require designated officers w provide notification 1o an appropriate
senior member of the company (for example, in the case of directors,
o the chairperson) of mtended wading except for dividend
reinvestiment plans and the Like.

4. Require subsequent confirmation of the tading that has ocourred.

b, ldentify whether tading windows or black-ouis are used and if so,
details of their application.

t, Specify whether there is any discretion to permit trading by
designated officers in specific circnmstances {eg financial hardship},
details of such circomstances, and the basis upon which discretion is
applied.

7. Specily whether the company prohibits designated officers from
wading in financial products issued or created over the company's
securities by third partics, or tading in associated products.

8. Specily whether the company prohibits designated officers from

entering inte ransactions in associated products which operate o
limit the economic risk of their seeurity holdings in the company.

Recommendation 3.3: Provide the information indicated in Guide fo reporting on
Frinciple 3.
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Guide to reporting on Principle 3

The following materal shonld be included in the corporate governance section of the
annual report:

¢ explanation of any departires eom best practee recommendations 5.0, 3.2 or 3.3,

The following material should be made publicly available, ideally by posting it o the
company’s website in a clewdy marked corpomte governance section:

e any applicable code of conduct or a summary of s main provisions, Thas disclosure
may be the same as that required under Panciple 10

¢ the trading policy or a summary of its main provisions.

Further guidance

Conde of Condyct for Chief Finaneial (.!Ifﬁn'm. Gronp of THY, December 2002,
www, gronplileomian, Further gnidance may be fonnd an www.esausteom and
W“'\\'.fu[l]I]:III}'l‘i]'{'['l‘I“F.t:"ll'l.il.l.l.

ASX Listing Rude 3,194 regarding disclosure by the company of divectors” notifiabile
micrests within five husimess days.

Application of Principle 3 in relation to trusts

References to “divectors” and “employees” of a company should be applied as
“tons and employees of the responsible entity, and the relevant
trading is in securitics of the st

references wo di
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Principle 4:
Safeguard integrity in financial reporting

Have a structure to independently verify and safeguard the integnity of
the company’s financial reporting,

This reguires the company to put in place a structure of review and anthorisation
designed to ensure the truthiul and Femal presentation of the company’s financial
positicn, The stoucture would include, Tor example:

*  peview and consideration of the accounts by the audit commattece

* o process o ensure the mdependence and competence of the company’s extenl
auclitons,

Such a structure does not diminish the ultimate responsibility of the board 1o ensure
the integrity of the company’s financial reporting.

How to achieve best practice

Recommendation 4.1: Require the chief executive officer [or equivalent) and the
chief financial officer (or equivalent) to state in writing to the board that the
company's financial reports present a true and fair view, in all material respects, of the
company's financial condition and operational results and are in accordance with
relevant accounting standards.

Commentary and guidance

This statement is complemented by the stement regquired m recommendation
7.2 relating to the nnderlying risk management system.

Interaction with Corparations Act

The requirement to make this statement enconrmges management accountability
anel provides an underpinning for thie statements reguired by the directors
under the Corpomtions Act in relation o the company's financial reports,

Recommendation 4.2: The board should establish an audit committee,

Commentary and guidance

Purpose of the audit committee

Particulbarly for buger compunies, an audil committee can be a more efficient
mechanism than the full boand For focusing the company on particular ssues
relevant o verifying and safeguarding the integrity of the company’s fnancial
reporting.

Principle 42 Sateguard integrity in (inancial reporting
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The existence of an audit committes should not be seen as implying a
fragmentation of diminution of the responsibilities of the board s o whole,

It is recognised that Tor smaller boands, the same eiciencies may non be

apparent from a formal con Llee structinre.

Importance of the pudit committee

The existence of an ndependent andit committee is recognised intermationally
as an important fe

e nr g(}(!(l [Haiy) (LR 1 S BOVCITIANnCe.

If there is no andit committee, it is partculady important that the company
disclose how s alternative approach assures the integrity of the financial
statements of the company and the independence of the external anditor, and
why an andit commitiee is net consiclered appropriate.

Companies within the S&P/ASX All Ordinaries Index are subject to ASX Listing
Rule 12,7, which requires that an entity included in that index at the beginning
of its financial vear have an audit committee during that vear, The compaosition,
operaton and responsibilities of the audit committee must comply with the
recommendations below.

Recommendation 4.3: Structure the audit committee so that it consists of:
. only non-executive directors

. a majority of independent directors™

. an independent chairperson, who is not chairperson of the board

. at least three members.

Commentary and guidance

The audit commttee should be of sulficient size, independence and techmcal
expertise o discharge ils mandate effectively.

Importonce of independence

The ability of the andit committee (o excrcise independent judgement is vital,
International best practice is moving towards an andit committee comprised of
anly independent directons”, The ASX Corporte Governance Conneil
enconrages companics to move towards such a composition withan the next
three years and will be monitoring andit committee composition sl
mtermational developments in this are,

Technical expertise

The st comumuattee should mnclude members who ace all linancally hesaie (e
are able o read and understand financial sEtements); at least one member who
Tas financial expertise (ie is a qualified accountant or other linancial professional

with experience of Anancial and accounting matters); and some members who

Teave an undersi

ling of the industry o which the eniity operates.

10 For further guidance on the concept of an lndependem director, refer to Box 2.2 and 1o
recommendaton 2.1,
11 For example, IFSA adopis this position (Cogporate Covernanee, A Guide for Fund Mianagen and

Corpurutions — Blue Beok, Ivestment and Fipaneial Serviees Association, December 2002,
www s com.m).
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Transitional arrangements for companies within the All Ordinaries Index

Companics within the S&P/ASN All Ordinaries Index are required by ASX Listing
Rule 12.7 1o comply with the best practice recommendations of the Couneil
concermng the composition, ope

o and responsibihiny of andit commitiees in
respect of full reporting periods commencing after 1 January 20405,

While such companies should aspire (o satsly recommendation 4.3 as soon as
practicable, in order 10 avoid undue dismaption, it need not be applied uoil
1 July 20415, Instead, priov to 1 July 2005:

*  the andit committes may comprise a magority of non-executive divectons
* at least one member of the andit committee must be independent,

It is preferable that the charperson of the committee be independent.

Recommendation 4.4: The audit committee should have a formal charter,
Commentary and guidance

Charter

The charter should cleardy ser out the audit comminee’s role and

responsibilities, compositon, structure and membeshap reguirements,

The andit committee should be given the necessay power and resources (o
meet its charter. This will incluee vighis of access (o management and 1o
anditers {external and internal) withont management present and rights 1o seek
expluations and additional information,

Responsibilities

The andin commuttes should review the mtegoty of the company™s inancial
reporting and oversee the independence of the external anditors,

A detailed guide to the responstilities of the audit commttee s provided in
Best Practice Chanide — Audit Conimittees, Auditing & Assurance Standards Board of
The Australian Accounting Rescarch Foundation, Institnte of Internal Anditors,
Avstralian Institnte of Company Directors, 2nd edition, August 20411,
wyow i Fasnan.

The independence and objectivity of the anditor is considered in Professienad

Stertement FI = Professional Independence, The Institute of Chanered Accountants in
Australia and CPA Ausualia 2002, and in Prensuncement 1, “Code of Ethics ™ of the |
Mational Institute of Accountanis.

Meetings
The andin committee should meet often enough w undersake s role eflfectvely,

The andiv committes should keep minutes of s mectings and these shonlkd
or

inanly be mcluded i the papes for the next full boacd meeting after each
audit commilles mecting.
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Reporting
The andit commitiee shonld report o the board. The report should contaimn all

matters relevant to the committee’s rele and responsibilines, e lading:

e

» assessment of whether ex
members' mformation and knowledge and is
neeils

srnal reporting is consistent with ce
adequate for shareholder

® SSCSSID 'l].{E[I!L'[I[ PIOHCESSATS 1] IlJ[H"lii exbermal re| rorln

*  procedures for the selection and appointment of the external anditor and
for the rotation of external andit engagement partners

il of A anelitor

*  pecommendations for the appointment or renw

*  assessment of the performance and independence of the external anditors
and whether the ; commitiee s satisfied that independence of this
function has been maintained having regard to the provision of non-andit
SErVices

* assess te udlit function

t of the performance and objectivity of the

*  the resulis of s review of risk

wagement and mternal comphance and
controd systems. Principle 7 provides further gudance on this matier

Recommendation 4.5; Provide the information indicated in Guide to reparting on
Principle 4.
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Guide to reporting on Principle 4

The following material should be included in the corporate governance section of the
annual report:

*  details of the names and qualificatons of those appomted o the andin commttee,
audit committes has not been formed, those who fulfil the funcoons of

an atdit commitice

or, wher

* the pumber of meetings of the audit committes and the names of the anendees

*  explination of any departures from best practice recommendations 4.1, £.2, 4.5, 4.4
or 4.5,

The following material should be made publicly available, ideally by posting it to the
company's website in a clearly marked corpomite governance section:

*  the awdit comimitiee cluriers

* information on procedures for the selection and appointment of the external
anditor, and for the rotation of external audit engagement pariners.

Application of Principle 4 in relation o trusts

References o “board™ and “directors” should be applied as references to the hoard and
directors of the responsible entity of the trust.

It is recognised that for a tust 1o convene an awdit committee as required by the
recommendations, and to convene a compliance committee as may be required by the
L, iy ereate an overlap ancd an administanive barden = the o committees will
serve substantively similar purposes. Trusts that are required under the Ew 1o convene a
compliance committee may wish (o consider using the compliance commitiee Lo also
serve the function of the andit committee, with any necessary adapiations in
accordance with the best practice recommendations.

Refer also to section G01]A(2) of the Corporations Act that sets out the eriteria for
imdependence of a director of a responsible entity.

Principle 42 Sateguard integrity in (inancial reporting






Principle 5:
Make timely and balanced disclosure

Promote tmely and balanced disclosure of all material matters
["U“f("l'ﬂi”g the '."{)“IIJ?I.“}',

This means that the company must put in place mechanisms designed to cnsure
compliance with the ASX Listing Rule requirements such that:

* all investors ave equal and tmely access o material information coneerning the
company = including is fwsncal sstiuaion, performance, ownerslap and

Eowvermanoe

*  company announcements e Gcinal and presented mea clear and balanced way.
“Balance” requires disclosure of both positive and negative information.

How to achieve best practice

Recommendation 5.1: Establish 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.

Commentary and guidance

There should be vetting and authorisation processes designed 1o ensure that

COMPANY AnNGunCements;

*  are mekde in o mmely manoer

* are factoal

* o not omit meterial informanon

* are expressed inoa clear and objective manner that allows mvestors o assess

the impact of the information when making inwvestment decisions.

Box 5.1 on the [ollowmg page contaims sugeestions for the content of these
policies and procedores.

Principle 5: Make timely and tdanced disclosure



Box 5.1: Continuous disclosure policies and procedures

The policies and procedures should address:

* the type of informaton that needs 1o be disclosed

*  imternal notfication and decision-making concerming the disclosure
abligation

s the roles and responsibilities of divectons, officers and employees of
the company in the disclosure context; in particular, who has primary
responsibility [or ensuring that the company complies with iis
disclosure obligatons and who is primarily responsible for deciding
whatt mformation will be disclosed

+  promoting undestanding of compliance

* monitoring compliance

*  measures for seeking to avoid the emergence of a false market i the
Coampany's securities

* safegnarding confidentiality of corporate information o avoid
premature disclosure

o media contact and comment

o external communications such as analyst briefings and responses 1o
shiveholder questions.

Commentary on finoncial results

Companies should inclide commentary on their financial results 1o enhance the
clarity anel balance of reporting, This commentary shonld include information
needed by an investor to make an informed assessment of the entin's activities
and resulis, A guide to the use and form of this commentary is contamed i the
Group of 100 publication Guide to the Review of Operations and Finaneial
Condition. www.gronpl 0. com.an.

ASX Listing Rule 4.10.17 vequires a company’s annual report o include @ review
of operanons and actvities, Although not specifyving the contents of that report,
on which is repreduced in ASX
Fanidarice Note 1 = Rewten .r-j'ﬂlfm'rm'mr.\ annd Arefivifies

the mule endorses the Group of 100 puldlic

Recommendation 5.2: Provide the information indicated in Guide to reporting on
Frinciple 5.
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Guide to reporting on Principle 5

The following material should be included in the corporate governance section of the
annual report:

*  explnation of any deparinres from best practce vecommendation 5.0 or 5.2

The following matevial should be made publicly available, sleally by posting it to the
company’s website in a clearly marked corpormte governmance section:

* asummary of the policies and procedures designed 1o guide complianee with
Listing Rule disclosure requirements.

Further guidance

Better Diselosure for fnvestors — Guedanee Rudes, Australian Securities and lnvestments
Connmission, 2000,

Best Practice Ciundelines far Commaireication between Listed Entities and the frvestient
Cennnanity, Australasian lnvestor Relations Association, August 2001,

Cratidanee Note 8 — Continuoets Disclosare: Listing Rude 3.1, Anstralian Stock Exchange,
Jamumary 2413,
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Principle 6:
Respect the rights of shareholders

Respect the vights of sharcholders and faalitate the effective exereise of

those rights,
This means that a company should empower its shareholders by:
*  communicating effectively with them

*  giving them ready access to balinced and nndestandable information abowt the
coamnpany anud COrpoOriie |"r¢||“.l‘iﬂlﬁ-

*  making it easy for them o paricipate in general meetings.

How to achieve best practice

Recommendation 6.1: Design and disclose a communications strategy to promaote
effective communication with shareholders and encourage effective participation at
general meetings.

Commentary and quidance

Publishing the company’s policy en sharcholder communication will help
investors 1o access (he information,

Electronic communication

Companies should consider how best 1o ke advaniage wherever practucible of

new technologies that provide:

*  greater opportunitics for more effective commumications with sharcholders

* improved access [or sharcholdeis unable o be physically present at
meetings,

See Box G for suggestions how to improve shareholder participation suud

enlunce market avwareness through electronic means,

Meetings

Consider how 1o use general meeings eflectvely 1o commumcate with

shareholders and allow reasonable opportunity for informed sharcholder

pnci o,

The ASX Corporate Governanece Couneil was asked 1o develop guidelines for

improving shareholder partcipation through the design and content of notices

andd through the condnct of the meeting itsell. These guidelines are in
Attachment A. Note that they are guidelines only, not reporting regquiremenis.
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Communication with beneficial owners

il owners to choose 1o receive

Companics may wish to consider allowing beneli
shareholder materials divectly; for example, by electronie means,

Box 6.1: Using electronic communications effectively

Use your website to complement the official release of material
informanon 1o the marker. This will enable broader access o company
information by investors and stakeholders, For example:

*  Place all relevant announcements made to the market, and related

mformation (eg information provided o analysts or media during
briefings), on yeur website after they have been released 1o ASK,

*  Consider web-casting or tele=conferencing analyst or media briefings
anel general meetings, or posting a tanscript or summary 1o the
website.

¢ Place the full text of notices of meeting and explanatory matenal on
the website (sce Guideline 12 in Auachment A},

*  Provide mformaton abont the last three years' press
releases/announcements plus at least three years of financial data on
the website,

*  Use email to provide information updates to mvestors.

All substantial companies are strongly encouraged to have a website,

Website

Companies are encowrmaged, but not required, to mainiain a company website,
and o communicate with shareholders via clectronic methods. 1F the company
does not have a website 11 muost make relevant informanon available o

sharcholders by other means;
information on request by email, Bacsimile or post

o example, s company may provide the

Recommendation 6.2: Request the external auditor to attend the annual general
meeting and be available to answer shareholder questions about the conduct of the
audit and the preparation and content of the auditor's report.

Commentary and guidance

Section 249K of the Corporations Act reguires that o company provide its
anditor with notice of a general
member of the company is entitled to receive.

st and related communicatnions that a

The anditor 3= entitled to attend the general meeting and be heard at that
meeting on any business iten that eoneerns them i their eapacity as andito ™,

12 Section 2HW of the Corporations Act.
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Section 2507 of the Corporations Act requires that il the company’s anditor or
their representative attends the annual genecal meeting, the cliirperson of tha
mecting must allow a reasonable opporunity for members 1o ask questions of
the auditor or their representative conee
preparation and content of the anditor's report.

the conduct of the andit and the

IF the company requests the anditor to attend the annoal general meeting, this
strengthens the role of the auditor and the auditor’s accountability 1o
shareholders.

Guide to reporting on Principle 6

The folowing material showld be incloded o the corporate governance section of the
annual report:

explnation of any deparinres from best practice recommendations 6.1 or 6.2

The following material should be made publicly available, ideally by postng i e the

ﬂ)lllll}ll}}'-ﬁ W s

1 a clearly marked corporate governance section:

a description of the armangements the company has (o promote communication witl
sharcholders.

Application of Principle 6 in relation to trusts

The annual general meeting is the central forum by which companics can effectively
commimecate with shareholders, provide them with access (o mformation about the
company and corporate proposaks, and conable their paricipation in decsion-making.
The Corporations Act does not, however, require trusts to hiold annual general
meetings, although they may do so. Trusts should consider the range of means by which
they may achieve the same ends, including the possibility of convening general
meelings.

Principle 6z Hespeet the nghts of sharcholders
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Principle 7:
Recognise and manage risk

Establish a sound system of visk oversight and management and internal
control,

This system shouled be designed to:

v, assess, monitor and manage risk

* ident
* inform investors of material changes o the company's risk profile.

This structure can cnhance the environment for identifving and capialising on
opportunites to create valne.

How to achieve best practice
Recommendation 7.1: The board or appropriate board committee should establish
policies an risk oversight and management.

Commentary and guidance

Purpose of the committee

Particularly for luger companies, a commitice can be a more efficient
mechanism than the full board For focn

ighit el

ng the company on risk ove

heorared comn

wgement and on internal control. The appropr
the audit commattee, the sk management committes or other relevant
comimittee.

The existence of a commitiee should not be seen as impl
ih

ition of the responsibilities of the board as a whole,

It is recognised that for smaller boands, the sune efficiencies may not be
apparent from a formal committees structure.

Policies
The policies should clearly describe the roles and respective accounmbilities of

the board, audit commitiee {or other appropriate board commitiee),
1w

magement and any mternal audit function.

They should include the following components: oversight; risk profile; risk
mangement; compliance and control; and assessment of effecliveness.

Oversight of the risk manogement system

It is part of the board’s oversight role to oversee the establishment and
implementation of the risk management system, and 1o review at least annually
thes effectveness of the company’s implementation of tat system,

Principle 7: Recogmise and manage risk
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Risk profile

The risk profile should | escription of the material nisks Facing the

company. Material visks include hnancial and noo-Aoancial marters,

The risk profile shoulid be regularly revieswed and updaed.

Risk manogement and complionce & controf

Management should estmblish and implement a svstem for klentfying, assessing,
monitoring and managing matenal visk thronghout the organisation.

This system will incluele the company’s intemal compliance and control systems,
In establishing appropriate procedures management can ke into account
AS/NZSA 360 — Risk Mavagement within the Tuternel Audit Process, The Institate of

Internal Auditors Austialia and Standacds Austealia, 2002, wowstindards.com.an
and www.iinorgan.

Assessment of effectiveness
A

management and i
effectiveness of their implemention.

This will generally be undertaken by the intern dit b tion, bul an
alternative mechanism may be emploved 1o acl smne outcome
depending on the company’s size and complexity amd the types of risk

enconntered.

A company, particnlarly a substantal company, is encouraged 1o have an internal
andin function.

Internal audit function

Cuidance on the internal andin function 8 found in the Technical Information
and Guidance section on www.iia.ong.an,

The audic commintes shonld recommend to the board the appointment and
dhismissal of any chaef mnternal andil executve.

The intermal andit function shoald be independent of the external anditor,

The mrermal andit funcion shonld report o management and should have all
necessary access o management and the right to seck information and
explanations.

The andit coms rsee the seope of the nternal audit and should
hawe aceess o the mternal andit function without the presence of management.
In order o enhance the objectiviee and performance of the internal andit

m the intermal

function, companies should consider a second reporting line fr
audit function o the board or relevant committee,
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Recommendation 7.2: The chief executive officer [or equivalent} and the chief
financial officer {or equivalent] should state to the board in writing that:

7.2.1 the statement given in accordance with best practice recommendation 4.1 (the
integrity of financial statements) is founded on a sound system of risk
management and internal compliance and control which implements the
policies adopted by the board

7.2.2 the company's risk management and internal compliance and control system is
operating efficiently and effectively in all material respects.

Commentary and guidance

The integnty of the company’s Aoancial reporting depends on the existence of a
sonnidl system of risk oversight and management and internal control. The
requirement to make this statement encourages management accountability in
this area.

Recommendation 7.3: Provide the information indicated in Guide to reperting on
Principle 7.

Guide to reporting on Principle 7

The following material should be included i the corporate governance section of the
annwl report:

*  explination of any departures from best practice recommendations 7.1, 7.2 ar 7.5

The following matenal should be made publicly avalable, weally by posting it to the
company’s website in a clearly marked corpomte governance seclion:

* adescription of the company’s risk management policy and internal compliance
and control system,

Application of Principle 7 in relation to trusts

References to “board™ and “directors” should be applied as references to the boared and
divectors of the responsible entity of the tus.

It is recogmised that for a st o convene an awdit committes as required under the
recommendations, and a compliance commitice that may be required under the kaw;
may ereate an overlap and an administeative burden — the two committees will serve
substantially similar purposes. Trusts that are required nnder the law to convene a
complinnce committee may wish to consider using the compliance committee to also
serve the function of the audit communtee, with any necessary adapiations in
accordance with the best practice recommendations.

Refer also to section G01JA(2) of the Corporations Act, which sets out the eniteria for
independence of a divector of the responsible entity.
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Principle 8:
Encourage enhanced performance

Fairly review and actively encourage enhanced board and management
eflectiveness,

This means that directors and key executives” shonld be equipped with the knowledge
and information they need o disclia

e thewr responsibilities effectively, and that
inividual and collective performance is regakuly

i Fairly reviewed,

How to achieve best practice

Recommendation 8.1: Disclose the process for performance evaluation of the board,
its committees and individual directors, and key executives,

Commentary and guidance

Perfarmance review

The performance of the board and key executives should be reviewed regulaly
agamst both measurable and gualitatve ndicators.

The nomination committee should take responsibility for evaluating the board's
performance.

For guidance concerning performance evalution processes, refer to Directos”
."rq,l‘r.-..ﬁr'rmn.f Eierertion PurJ.'ugf. Boarid :‘,'t,-mlfmr'ﬁwa wned Comadoect, COH, 2009,

Focilitoting perfarmance by education

The company should implement induction procedures designed o allow new
hoard appointees to participate fully and actively in board decision-amaking at
the earliest opportunity,

New directors cannot be effective until they have a good deal of knowledge
about the company and the indusoey within which e opecates, An indoction
program should be made available that enables directors (o gain an
understanding of

¢ the company’s financial, strategic, opermtional and risk management ,III
position

o their vights, duties and responsibilities |

o the vole of the board commitiees,

The nomanation committee should be responsible for ensuring that an effective il

inducton process i in plce, and should regukoly review s effectiveness,

13 That s, any emplovee or officer who has the appomanity to matedally influence the integrity,
strategy and operation of the business and i Goancal performance,
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Similar induction processes may also be desirable Tor key executives.

Directors and key executives should have access 1o continuing education 1o
nprdate and enlance thear skills and knowledge,

This should include education concerning key developments in the company
and within the mdustry and environments within which it operates,

Access to information

The board should be provided with the mlormaton it needs o elliciently

discharge its responsibilities. In particnlar it is important thae

*  there be a procedure agreed by the board for directors to ake mdependent
professional advice il necessary, at the company’s expense

)

* all directors have access o the company secretary

*  the appomtment and removal of the company secretry be o matter for
decision by the hoard as a whole,

neframe

Management should supply the board with information in a for

and guality that will enable the

hoard to effectively discharge it doties.

Dhirectors should be entitled o, and prepared 1o request, additonal informarion
where they consider that the information supplicd by management is
Wermed decision

insufTicient o suppo

Role of the company secretary

The company secretary plavs an important role in supporting the effectiveness
of the board by monitoring that board policy aned |||'1_|r:*d1u':w are followed, and
cacrdimating the completion and despateh of board agenda and by

mmaterials,

The company secretary should be acconnable (o the board, throogh the
charpe

sonn, o all govery
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Guide to reporting on Principle 8

The following material should be included in the corporate governance section of the
annual report:

* whether a perfornence evaltion for the board and s members has taken place in
the reporting period and how it was conducted

o an explomation of any departure from best pactice recommendation 3.1

The following material should be made publicly available, wdeally by posting i o the
company's website in a clearly marked corpomte governance section:

* a description of the process for peformance evaluation of the board, its committees
and imdividal directors, and Key execufives,

Further guidance

The importance of the support role and independence of the company secretary is
considered in:

Corpiorile Practices and Conduct, Australian Institute of Company Directoes, Srd edition,
1995, www.companydirectors.com.an.

and

f.'mpam.rr Ceervrnence and the Role of the I!':'erJer:uJ- S.rrn'rm'\'. Chartered Secretares Austialia,
Ard edition, 203, www.csaist con.

Application of Principle 8 in relation to trusts

References to “hoard” and “divector” should be apphed as relerences to the board and
directors of the responsible entity.
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Principle 9:
Remunerate fairly and responsibly

Ensure that the level and composition of remuneration is sufficient and
reasonable and that its relationship to corporate and individual
performance is defined.

pesns that o

This es need 1o adept ren
mamiam talented and motwated directors amd cmploveess so as to encourage enhanced
performance of the company. It is important that theve be a clear relationship between
performance and vemuneration, and that the policy anderbying executive

dlerstood by investors.

aton policies that attset and

remuneration bae

How to achieve best practice

Recommendation 9.1: Provide disclosure in relation to the company’s remuneration
policies to enable investors to understand (i) the costs and benefits of those policies
and (i) the link between remuneration paid to directors and key executives” and
corparate performance.

Commentary and guidance

Reporting

Disclosing the remuneration policy is a fundamental requircment for
remuneration reporting. The interests of shareholders and the market are bese
served through a ansparent and readily anderstandable fnmework for
executive compensation and its costs and benefits,

Trnsparency as to the remuneration policy should be complemented by full
anel effective disclosure, in keeping with the spint and intent of the
Corporations Act and the ASX Listing Rules, of the remuneration paid 1o

directors and senior management.

Annual disclosure

The Corporatons Act reguires annual disclosure by a listed company of the
details of the namire and amount of each element of the fee or salary of:

* each director

*  each of the fve highest-paad officers™ of the company.

This includes disclosure in respect of nop-monetary components such as
oplions.

To facilite consistency and clariy of reporting, Box 901 contains contem
guidelines,

14 That s, any emplovee or officer who has the appomanity to matedally influence the integrity,
vl operation of the business and i Goancal performance,
15 “MFicer™ is defined in secticn G of the Corpontions At

Principle 9: Remunerate Lairky and respornsibdy



Princaple 92 Remunerate fairly and responsibly



Continuous disclosure

Entering employment agreements with key exeontives, or obligations ander
these agreements falling due, may wigger 2 continuong disclosure abligation
tmeder ASK Listing Rule 3.1, Where thas is the case, disclosure to the oiarket
should inclode a summary of the main elements and terms of the agrecment,
including termination entitlements.

In considering the appropriate matters for disclosure to the market and
fostenng a constructive relationship with sharveholders, the sensitivities of
sig its 1o key exeontives shonld be considered,

cant paye
Improving corparate behaviour

Australia needs a famework for disclosure that will produce sustainable
improvements in corporate behaviour concerning remuneration practices. The
issutes associted with the establishment of such i feanework are complex, The

it framework requires:

¢ clanfication of the disclosure policy and reagu snts of the Corporations
Act relative to matters such as the value of stock options and disclosure of
accrals of termination and other pavimenis

& complementary AASE standards, ineluding finalisation of the proposed
AASE sEandard on divecton, executiv o related-party dhselosures

= a careful balance i th
relevant information o investors, and not simply o
conditions for increasing levels of individuoal rer
ol sharcholders.

unount and ype of disclosure, so that s outcome s
need market
m 1o the detiment

168

The enhanced framework for determini

1, reviewing and reporting on
remuneriion of directors and execntives outlined i this document 1s a
gignificnt step in improving the information avaikable o investors and
influencing corporate bebaviour, However, the Council has agreed as a matter of
pricrity 1o examine the need for additional disclosare, including for a wider
range of executives.

The Council encournges companics (o restore iwestor confidence by adopting
i tices designed 1o enhance awareness of key aspecis ol the
remuneration ramework and is link (o performance.

closure pra

Eliminating surprise

Sharcholder concern about exeoutive payments is often exacerbated by a lack of
information concerning core entitlements when they are agreed. This can be

e, the nature of the ter s of the chiel
execuive officer (or equnalent) w disclosed o the market at the time they are
agreed as well asan the time the acal payment is settled.

o entitlem

alleviated il For ex:
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Recommendation 9.2: The board should establish a remuneration committee,
Commentary and guidance

Purpose of the remuneration committee

Particubarly For lavger companmies, a remuneration commmttes G be aomore
efficient mechanism than the full board for focusing the company on
appropriate remuneration policies which are designed to mect the needs of the
company and to enlanee corpormte and individual performmnce,

The existence of a remuneration committes should not be seen as implying a

tiom of the responsibilities of the board as a whole,

Tsvgmentation oo dimin
It s vecognsed thar for smaller boards, the same efficiences may not be
apparent from a formal comminee structure.

Composition of remuneration commitice

The remuneration commitiee should;

*  consist of a minimum of three members, the majority being independent
diveciors

*  he cloared by an independent divector,
Charter

The remuneration committes should have a formal charter that clearly sets out
s rol

el |1~u]m;:s'|h'||ili:-a_ rum]:nﬁhif:n. strucinre and ||1:_v||1.|u1|:|hi!:

Responsibilities

The responsibilines of the remuneration committee should include a review of

and recommendation 1o the board on:
*  executive remuonceration and imcentive policies

*  the remunerstion packages of senior management

*  the company's recruiiment, retention and eominaton policies aond
procedures for semionr o

* ncentive sche

5
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*  the remuneston fimmework for directors'.

Remuneration policies
The company should design ns remuneration policy i such aoway thar n:

= motivates divectors and management to pursae the long-term growth and
success of the company within an appropriate control framework

= dlemonsit
CrALIOn.

=% clea tlil[jl]il}ihil} between key executive |w|'ful|| wce and

16 The remunention frmework for directons i often addeessed by the nomination commiites mther

than the remupermtdon commitee,
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The remuneration commitiee may seck mput from individuals on remuneration
pelicies, but no individwal shiould be divectly involved in deciding his/her
]'l:l]ll1l1[:l'-l|i(ll1.

The remuncration committee should ensure that the board, management and
the remuneration committee are provided with sufficient mformation 1o ensure
informed decision-making,

Executive remuneration packages should involve a balance between fixed and

incentive pay, reflecting short and long-term performance objectives appropriate

to the company’s circumstances and goals,

A proportion of executve directors’ remuneration shonld be stroctured ina
manmner designed o link rewards o corporate and individual performance.
Cudance on an appropriate famework for detenmining exeoutive
remuneration packages is contaimed in Box 9.2,

Box 9.2; Content of execulive remuncration packages

Most executive remuneration packages will involve a balance between
fixed and meentive pay.

Companies may find it useful to consider the following components in
formulating packages to meet the circumstances and goals of their
Tnisiness:

1. Fixed remuneration

This should be reasomable and Gir, taking into account the company's
legal and industrial obligations and abour market conditions, and
should be relative to the scale of business. [t should vefllect core
performance requirements and expectations.

2. Performance-hased remuneration

Performance-based remuneration linked 1o clearly specified
performance targets can be an effective wol in promating the
interests of the company and shareholders.

Ineentive schemes should be designed around appropriate
performance benchmarks that measure relative performance and
provide rewards for materially improved company performance.

3. Equity-based remuneration
Appropriately designed equity-based remuneration, including stock

aptions, can be an effective form of remunemtion when linked 1o
performance objectives or hurdles.

Nonetheless, equity-based remuneration has mitations and can
contribute to ‘short-termisim’ on the part of executives, Accordingly it
is imporiant o design appropriate schemes. For guidance as (o
principles relevant o such design, vefer (o Executne Share and (fion
Scheme Cutdelines, IFSA Guidancs Note, Investment and Financial
Services Association, 2000, /

Principle 9: Remunerate Lairky and respornsibdy
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4, Termination paymenits
Termination payments for chiel execntive officers should be agreed in
athance, including detiled provisions in case of early termination,
except for removal for misconduct.

Agreements should include a clear articulation of performance
expectatons.

Consideration must be given to the consequences of an appointment
not working out, and to the costs and other impacts of early
Lermnination.

Recommendation 9.3; Clearly distinguish the structure of non-executive directors’
remuneration from that of executives,

Commentary and guidance

Box %3 contams guidelines for appropoate practice in non-executive divector
remuneraton,
Where schemes for retirement benefits for non-executive directors are i plm':-,

their existence and tenms should be cleacly disclosed in the corporne
governance section of the annual report, mcluding the provision acorued each

vear logether with the ol amount acored to date. The relevant amount
should be disclosed as a component of each participatng director's
rermmneraion.

Box 9.3: Guidelines for non-executive director remuneration

1. Non-exeoutive directors should normally be remunerated by way of
fees (in the form of cash, non-cash benefits, superannuation
contributions or equity): they should not participare m schemes:
designed for the remuneration of executives,

2. Nop-exeoutive directors should not receive options or bonus
[ayments.

3. Non-exeoutive directors should not be provided with retirement

benefits other than stautory supermnuation.

Recommendation 9.4: Ensure that payment of equity-based executive remuneration
is made in accordance with thresholds set in plans approved by shareholders.

Recommendation 9.5: Provide the information indicated in Guide to reporting on
Principle 8.
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Guide to reporting on Principle 9

The following material should be included in the corporate governance section of the
annual report:

*  disclosure of the company’s remuneration policies referved 1o m best practice
recoammendation 9.1 and m Box 9.1

*  the names of the membes of the remuneraton committes and then attendance at

meetings of the committes

*  the existence and terms of any schemes for retirement benefits, other than statatory
-\.‘-llli‘ﬁl'ﬂl'll'l-llin.l”"- for non-executive directors

* an explanation of any departures from best practice recommendations 9.1, 9.2, 0.5,
Hl or 8.5,

The following matervial should be made publicly available, wleally by posting it to the

company’s website in a clearly marked corpormte governance section:

*  the charter of the remuneration commattes or a summary of the role, nghts,

responsibilities and membership requirements for that committee,

Further guidanee

Commiission on Palie Trust and Proate b'nn'r‘fm'.-.r - FindFu;‘r.s and Reconimendations Pard 1:

Executive Compersation, The Conference Board, 2002

Crnfrrrate Governance, A Guide for Fund Managers avd Corpoyations = Blwe Book, Invesiment
aned Financial Semvices Assocition, December 2002, wowwalsaoeomaan,

Executive Share and Cffion Schenwe Guideline — Caddance Note 12, Investment and Financial
Services Association, 2000, www.ilsa.coman,

Application of Principle 9 in relation to trusts

Under the Corporations Act, remuneration and indemnity for costs and expenses of
the responsible entity i required 1o be disclosed in a rust’s constimtion. This may
overlap to an extent with the best practice recommendations and should be taken into
account by trusts.
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Principle 10:
Recognise the legitimate interests
of stakeholders

Recognise legal and other obligations o all legitimate stakeholders.

Companies have a number of legal and ather obligations 1o nonshareholder
stakeholders such as emplovees, clicnns/customers and the community as a whole,

There is growing acceptance of the view that organisations can create value by better
al, hma I other forms of capiml. Increasingly, the
performance of companies is being somunised from a perspective that recognises these

other forms of L':L|ril.'||. That being the case, it is important for companics 1o

ITEELTINE Nl sorial @

demonsuate their commitment o .'ll]]:]]'(l[]]'illll:" COrporEie p]':lfllli'l‘.ﬂ.

How to achieve best practice

Recommendation 10.1: Establish and disclose a code of conduct to guide compliance
with legal and other obligations to legitimate stakeholders.

Commentary and guidance

Most companices are subject (o a muonber of legal regquirements that affect the
way business is condocred. These inclnde tade practiees and Gaire dealing Laows,

consnmer profection, respect for prvacy, emplovime
anel safety, equal employment opportunity, supermannuation, environment and
praxilun

1 L, occupational he

1

m controls. In several areas, divectors and officers are held personally
respansible for corpormate behaviour inconsistent with these requirements, and
penialties can be severe,

Aside from the need o effectively manage risk and support compliance with the
company’s legal obligations, there is the broader issue of enhancement of

reputation. In this context, consultation with the governments and
communites in whose termitory business is conducted 1= mportant.

Public or social accountability by corpommtions i generally based on notions of
legitimacy, Bairmess and cthics, The board has a responsit

standards of the company sl to oversee adherence to these, Company codes of

v tor set the tone and 1

ate the values and policies of the company can assist the board |
complement the company’s sk management practices,

conduct which
in this task am

Corporote code of conduct

Codes of conduct should address matters relevant to the company's compliance
with it legal obligations (o stakeholders, Box 1L contains some sugeestions for
the content of these.
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A code of conduct should enable employees to alert management and the hoard
i goasd Futh e potential miscondnet without fear of retibition, and shonld
requuire reconding and mvestigation of such alerts,

The company should have a system For ensuring compliimcee with its code of
conduct and for dealing with complamis. In devising and implementing that
system, e laws concerming defamation and privacy need to be considered.

Box 10.1: Guidelines for the content of a code of conduct

1. Clear commitnment by board and management to the code of conduct. This is
often inked to statements about the aspiations or objectives of the
company, is core vilues, and its views about the expectations of
customers, shareholders, stafl and the broader community.

2. Responsibilities to shareholders and the frinancial community genevally. This
might include reference to the company’s commitment to delivering
shareholder value and how they will do this, the company’s approach
to accounting policies and practices, and disclosure.

8. Responsibilities to clients, custamers and consumers. This might include
reference o standards of product quality or service, commitments o
fair value, and safety of goods produced.

Employment practices. This might include reference o occupational
health and safety; employment opportunity practices; special
entitlements above the statntory minimuom; emplovee security trading
policies; waining and further edusaion support; policies on giving
and acceptance of business courtesies; prohibitions on the offering
and acceplance of bribes, inducements and commissions and on the
misuse of company assets and resources; handling of conflicts of
interest; and pohcy and practice on dimg and alcohol usage and on
outside employment.

5. OMligations selative to fair trading and dealing,

6. Responsibilities to the commumity. This might include environmental
protection policies, support for community activities, donation or
sponsorship policies.

7. Respenstbilities to the individual, This might include the company's

privacy policy, the use of privileged or confidental information, how
comflicts of interest are addressed.

8. How the compeny caniplios with legislation affecting its aperations, For
company operations outside of Australia, particnlarly in developing
couniries, the code of conduct should state whether those operations
comply with Australian or local legal regquirements regarding
employment practices, vesponsibilities 1o the community and
responsibilities 1o the mdvidual, particularly if the host country
adopts lower stndards than those prescribed by Australian law or
intermation:l protocols.

0. How the company monitors and ensines comiflianes with its code.

4
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Guide to reporting on Principle 10

The following material should be included in the corporate governance section of the
annual report:

* an explaaton of any deparinre fom best practce vecommendaton 101,

The following matevial shonld be made publicly available, wleally by posting it o the
company’s website in a clearly marked corpormte governmance section:

o anyapplicable code of conduct or asummary of s main provisions,

Further guidance

ARIS0G — f.'mlldimrrp Progras, Standards Australia, 198, v stadards, comean.
Divaft DROFO27 (Project I 4303) — Ovganisational Codes of Conduec, Standards Australia,
2008, wwwstandards.com.an,

Frvaft DROFOZE (Project 1D 4304) - Carporate Social Responsibility, Standards Anstralia,
2008, wwwstandards.com.an,

.!'J'rn_,fi' DRiEien .H‘i:jﬂ A 4305) - "'Trr'nﬂ'i'b.l'm:lirrg Systains for I"ermi'mfr'{m_-. Sranchards
Anstralia, 2008 wwwstmndards. com.an.

Application of Principle 10 in relation to trusts

It is recognised than ruses may have alreacdy convened a compliance committee which is
responsible for complianee with the Corporations Act and the constitution of the wust.
Tiusts shounld consider broadening the scope of the compliance committee 1o
incorporate the best practice recommendations. Refer 1o seetion 601HA of the
Corporations Act

Principle 10 Recognise the legitimate interests of stakeholders
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Guidelines for notices of meeting

Notices of meeting must be honest, accurate and not misleading. Relevam
information should not be withheld or presented ina manner designed to mislead
sharcholders or the market as a whole.

Notices must clearly state and, where necessary, explain, the nature of the business
al the meeting, They should be prepared in accordance with the following:

21 I the resolutions are mandated by the Corporations Act, the company™s
constitution or the ASX Listing Rules, explanatory notes on each resolution
should be provided to shareholders.

[

A notee of meeting must comply with the relevant prncples of the
Corpombons Act, mcluding the req wl 290,
the: common Faw and the ASX Listing Rules. Section 2490 requires a notice
of meeting to state the genecl namre of the meeting's business and section
249 requires that a mecting of a company's sharcholders must be held for
a “proper purpose’,

ements of sections 24491

Notices must set a reasonable time and place for the meeting. Accordingly:

31 Reasonable notice must be given. Section 249HA of the Corporations Act
vequires that at least 28 dayvs notice be given of o mecting,

32 Meenngs should be held during normal business hours and at a place
convenient for the greatest possible number of sharcholders to attend.
Usually this place would be i the city where the head office of the company
is situated or where the majonty of dividoal sharcholders resade.
Companies miay also pericdically hold meetings in other places where o
signilicant number of sharcholders reside.

23 Companies should use their best endeavours to use relevant technology o
enable a maximom mumber of shareholders o aend and participate (as far
as technology effectively allows) ar meetings,

Notices should encourage sharcholders’ participation through the appointment of

prosies. Accordingly:

4.1 The notice of meeting should include a clear reference 1w the sharcholders’
rights to appoint a proxy.

4.2 Companies should consider allowing sharcholders to lodge proxies
elecironically, subject to ihe adoption of satisfactory anthentication
provednres,

4.3 Companies should encourage sharcholders appointing a proxy to consider
lnow l.h{.'j' wish to direct the Proxy o vole, That is, whether the shareholder
wishes the proxy o vote “for”™ or “against”, or abstain from voting on, each
resolution, or whether o leave the decision o the appointed proxy after
discussion at the mecting.

44 Proxy forms should be drafted in such a way as to ensure the sharcholder
clearly understands how the chairperson of the meeting intends 1o vote
undlirected proxies. / .
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raged to take guidance from the Chartered Secretanies
proxy form availalle on that organisation’s website,

Companics are ence
Australia best pract
AW, CRISL C 00T,

Companies should adopt best practice drafting methods for notices of meeting.
These melude:

Companies should combine or “bundle” resolutions in a notice of meet

icate relevanmt infor

using plain English o clearly and simply coma

avolding legal archaisms such as “aforesaid”, “abovementioned”, “herealie
*hercimalier”, “he ", “thereby™ and |

aniler”, “herew

avording nnnecessary repetition

a structure and Format that ensures readabilioy and ease of
neling by shareholders; this would include making use of layout
elements such as:

- appropriate spacing, indenting, highlighting, headings and numbering

= uniform and easily legible font

= correspomdingly scoquer
sEMements,

treatment of resolutions in any explanatory

r onily in

limited circumstances and in accordance with the following guidelines:

62

6.5

Companics should avoid "bundling” resoliutions unless the resolutions are
interdependent and linked so as to form one significant proposal. An
example of an approprztely bundled resolunion is one that ineorporites
munber of uneontroversial changes o oa company’s consition.

Whe
clearly explains the
meaterial implications of

= resolutions are “bu

=l ™, the company should enswre the notice

dled resolution and the
Is.

ary purpose of the |
T of its compone

The following categorices of resolution should mot be bundled, but always he
dealt with as separate items of business, each with a distinet explanation
provided.

. To issue options with participation righits,

der Listing Rule 62003,

b, Ter issute mnguoted options with exercise price varition ems not in
accordance with Listng Rule 6,22.2, under Listing Rule 6.22.3,

o, To change options under Listing Rules 6,232 or 6.25.4.

d. To approve an ssoe nnder an employee incentive scheme, under Listing
Rule 7.2 Exception 9(h).

e, Toapprove a tansacton with, or issoe of securities 1o, a person ina
position of inflluence under Listing Rules 1] (acquisition and disposal
of substantial assets), 1L (issucs of secunties to related
{issues of securities to related parties under an emplovee incentive
scheme), 1017 (non-executive directors” remumeration) or 10,149
{termination benelis),

f. Toapprove the terms of ssue of preference shares not provided For in
company’s constitution (section 254A(2) Corporations Act), ora
change to the company’s constitution that has the same effect.
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g Toissue a new class of shares not already provided for in the company's
eonstitnion (secti CA5) Corporations Act), or a change to the
company's constiniion thiat las the same effect,

h. To approve a buy-back (sections 257C or 257D Corporations Act).
i To approve the giving of inancial assistance (section 2008 Corporations Act).

J- Toappomt or r
removal will requir

ove directons = each ¢ ate for appomtment or
asepacte resolution (see guidelines 7 and 8 helow).

k. Other resolutions in relation to which a director or senior executive has
A e rest,

This list is not exhaustive; bundling of resolutions shouled always be considered by

reference to the general guidelines set out above.

7. Compames shoold give clear guidance m nobces of meeting contaming
resolutions for the electon of directors, as follows:

ection be considered

V2

7.2 Where the number of candidates for election exceeds the number of
awailable positions on the board, the notice should provide elear guidance
onn the voting method by which the successiul candidates will be selected a

necting as well as the method o be used for the counting of votes,

7.1 Companics should ensure that each candidate for ¢
separate a dlistinet resalution, except as contemplated by

7.5 Nouces of mectng for election or removal of divectors should Early and
couitably represent the views of candidates.

8. Companics should give clear guidance in notices of meeting containing
resolutions for the removal of directors,

#.1  Companies shonld ensure that each candidaie for removal be considered
separately in a distinet resolution.

8.2 Companies should be aware that they are required 1o civeulate o all
shareholders any wiiiten statement provided by adivector mamed inoa
removil resolution under secton 2080D{4) of the Corpositions Act
representing his or her views on the proposal.

9. Companies should ensure notices give clear guidance on directors’

recommenidations on Hons.

[

.1 Where recommendations are specifically required, notices should contain
adequate representation of the views of all assenting and dissenting directors
on specific resolutions, Notices should make it clear whether represented
views e those of an executive directon, a non-executive director or an
independent divecton The notice should present a balanced view on the
merits of the proposal.

9.2 Companies would not be expected 1o present the contary view inoa notice
of meeting where directors unanimously support a resolation, bt the notice
of meeting should, nevertheless, present a balanced view and be
fortheoming about any significant disadvan iages.
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10

4.3 Guidance on direciors” recommendations shonld be placed ai the end of the
explanatory note on each resolution,

Companics should give particular attention o notices containing cou

resolutions,

HLT Examiples of complex resolutions mclude those requ ndependent
expert's report under the Corporations Act takeover provisions or ASX
Listing Rule 1001, those seeking oo amend companies’ constitutions in
respect of proportional akeovers, and resolutions seeking to alter
companics’ capital structures,

10,2 Notces contaming such resolutons shonld always include a “short fonn”
explanatory statement setting ont concisely and clearly the nature of the
mmeeting business and its vamifications for the compa

¥

1S Companies should encowrage independent expers wo preface their repors
with & comcise executive summary of their findings. Companies should not
provide their own simmanies of imdependent experts” findings in
explatory statements.,

Companies should s notices gve clear guidance on shareholders” confhios of
interest o the extent that they are known to the company and cleacly state which
holders will be excluded from voting or have their votes disregarided,

LaiH

TELT Any conflicts of uterest of divectors and then associates and senior

: cment should be cleardy outlined. The Corporations Act and ASX
1g Rules contain specific provisions outlining those partics who may be
excluded from voring on a resolution in which they may have an interest or
receive a benefit disproportionate to other shareholders.

11.2 The rlm:uti{m of who may be excluded from voting or whose votes will be
elisregarded can be an impoctant Getor ina sharcholder's detennination
whether 1o attend a meeting or appoint a prexy, Best practice wounld require
voling exclusion statements to be contained in the notice isell and be

tely adjacent 1o the relevant resolution.

located ummed

115 Ivis quite acceptable, but not essental, for voling exclusion information to
e also contained in any explnatory stalement.

Companies should endeaveur 1o send notices of mecting o shareholders by

clectronic means if requested, and should place the full text of notices and

aArcomps g explamatory material on the company welsite, Companies shonld
also consicder distributing explanatory material

other means, so that

shareholders who do not have access o the Internet and other forms of elecoronic

communication are not disadvantaged.

12,1 Companies shonld enconrage shareholders to request that notices of
meeting be sent to them by electronie means on an “opt-in” basis,
Shareholders must be able to change that election at any time, and have the
night to request a papers version of a document that has been sent
electronically,

=
fi=]

Companics are reguired by the ASX Listing Rales o release full notice
documentation to the ASX Companics Announcements Office.
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123 In addition, companies should place this material on their website inoa
prominent and accessible position for shareholders aned etler market
participants whe may be considering an investment in the company, or
should refer to the abiliy to download the notice from ASX s website,
WL AN ORI N

124 Material shoold be kept by the company in such aoway that it can be
reproduced i written form at any dme. The material should also be
presented in a way that will allow recipients to keep a copy of it so that they
hawve ready access toatin the future,
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