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Disclaimer

The remarks in this presentation represent the views of the author and do not necessarily represent the views of the thititetnal Auditors Inc, the Institute of
Internal Auditors Australia or the ASX Corporate Governance Council.
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About Todd Davies & Associates

Todd Davies & Associates is a boutique firm which specialising in creating, unlocking and protecting shareholder ardestz{abolWe have a particular interest in
bringing the aspects of strategy, risk, governance and assurance together to drive shareholder and stakeholder valuaretgmiéearvation. For more information go to
www.todddavies.com.au
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Regulatory framework

A Nonprescriptve€ Ff SEA0fS dGATFT y20X K&
approach supported by ASX Listing Rules:

I LR 4.10.8 each listed entity to set out in its annual report the
extent to which it followed the Recommendations during the
reporting period

I LR 12.% listed entities in the S&P All Ordinaries Index to have
an audit committee. Top 300 companies to comply with the
Recommendation on audit committe@mposition

Todd Davies & Associates
Specialists in Strategy, Risk, Governance & Assurance
www.todddavies.com.au
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ReviewObjectives & Process

A November 2006 Three month public consultation
A > 100 submissions including 120 listed entities
A Changes designed to:

Remove regulatory overlap

Promote understanding by merging some Principles and
Recommendations that cover common areas

Refine the Principles to take into account feedback from Councill
review groups and users of corporate governance information

Clarify possible ambiguities and ensure consistent terminology
throughout

Encompass developments relating to risk management

Todd Davies & Associates
Specialists in Strategy, Risk, Governance & Assurance
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The 2003 principles

Board

Strategic Management

Process

Lay solid foundations for

management and oversight
Structure the board to add value
Encourage enhanced
performance

Management

Driving Business Performance
and Behaviour

Promote ethical and responsible

decision-making

Safeguard integrity in financial ASX / Shareholders
reporting

Recognise and External Reporting and

manage risk Stakeholder Interaction
Remunerate fairly and

responsibly

Make timely and balanced

disclosure
Respect the rights of
shareholders

. Recognise the legitimate
interests of stakeholders

Todd Daies & Associates
Specialists in Strategy, Risk, Governance & Assurance SourceKPMG (2003)
www.todddavies.com.au Reproducedwith thanks.
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Taxonomy

A Principles
A Recommendations
A Guidance

Recommendations each drive a disclosure trigger.

Todd Davies & Associates
Specialists in Strategy, Risk, Governance & Assurance
www.todddavies.com.au
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EXISTING PRINCIPLE/RECOMMENDATION

Principle 1 - Lay solid foundations for management and
oversight

REVISED PRINCIPLE/RECOMMENDATION

No change

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

1.1 Companies should establish the functions reserved to
the board and those delegated to senior executives and
disclose those functions.

Box 1.

Box 1.1 Content of a director's letter upon appointment

Change of language

1.2 Companies should disclose the process for evaluating
the performance of senior executives.

indicators rather than a

1.3 Companies should provide the information indicated in
the Guide to reporting on Principle 1.

Principle

No change

2.1 A majority of the board should be independ®
directors.

No change

Box 2.1 Assessing the independence of directors

Box 2.1 Relationships affecting independent status

2.2 The chairperson should be an independent director.

2.2 The chair should be an independent director.

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

2.3 The roles of chair and chief executive officer should not
exercised by the same individual.

2.4 The board should establish a nomination committee.

No change

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

2.5 Companies should disclose the process for evaluating
the performance of the board, its committees and individual
directors.

2.6 Companies should provide the information indicated in
the Guide to reporting on Principle 2.

Todd Davies & Associates
Specialists in Strategy, Risk, Governance & Assurance
www.todddavies.com.au
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Principle 3 — Promote ethical and responsible decision
making

No change

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 other key executives as to:

3.1 Companies should establish a code of conduct and
disclose the code or a summary of the code as to:

3.1.1 the practices necessary to maintain confidence |
the company's integrity

¢ No change

3.1.2 the responsibility and accountability of indi
reporting and investigating reports of unethy

Directors & Management

to share a single code

* the practices necessary to take into account their
legal obligations and the reasonable expectations of
their stakeholders

* the responsibility and accountability of individuals for
reporting and investigating reports of unethical practices.

No change

3.2 Disclose the policy concerning trading in company
securities by directors, officers and employees.

3.2 Companies should establish a policy concerning trading
in company securities by directors, senior executives and

employees and disclose the policy or a summary of that policy.

Box 3.2 Suggestions for the content of a trading policy

No change

3.3 Provide the information indicated in Guide to reporting
on Principle 3.

Todd Davies & Associates
Specialists in Strategy, Risk, Governance & Assurance
www.todddavies.com.au

3.3 Companies should provide the information indicated in
the Guide to reporting on Principle 3.
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Principle 4 — Safeguard integrity in financial reporting
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No change

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.

4.1 The board should establish an audit committee.

Replaced by s295A of th
Corporations Act

4.2 The board should establish an audit committee.

4.2 The audit committee should be structured so that it:

* consists only of non-executive directors

* consists of a majority of independent directors

¢ is chaired by an independent chair, who is not chair of
the board

* has at least three members.

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.

4.3 The audit committee should have a formal charter,

4.4 The audit committee should have a formal charter.

4.4 Companies should provide the information indicated in
the Guide to reporting on Principle 4.

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

See Hecommendation 4.4
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Principle 5 — Make timely and balanced disclosure

Mo change

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.

5.1 Companies should establish written policies designed
to ensure compliance with ASX Listing Rule disclosure
requirements and to ensure accountability at senior
executive level for that compliance and disclose those
policies or a summary of those policies.

Box 5.1 Continuous disclosure policies and procedures

Box 5.1 Continuous disclosure policies

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

5.2 Companies should provide the information indicated in
the Guide to reporting on Principle 5.

Principle 6 — Respect the rights of shareholders

Mo change

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

6.1 Companies should design a communications policy for
promoting effective communication with shareholders and
encouraging their participation at general meetings and
disclose their policy or a summary of that policy.

Box 6.1 Using electronic communications effectively

No change

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.

6.2 Companies should provide the information indicated in
the Guide to reporting on Principle 6.

Now contained in the

Corporations Act
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Significant clarification




