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CORPORATE GOVERNANCE

Corporate Governance Statement - 2014

This statement has been approved by the Board. It is current as at 5 September
2014,

AGL'’s approach to Corporate Governance

This Statement explains how AGL addresses the ASX Corporate Governance
Council’s, ‘Corporate Governance Principles and Recommendations - 3rd Edition’
(referred to as either ASX Principles or Recommendations). AGL has chosen to
early adopt the 3™ edition of these Recommendations.

Principle 1: Lay solid foundations for management and
oversight

Recommendation 1.1 - Companies should establish the functions reserved to
the Board and those delegated to the Executive Team

Role of the AGL Board (‘the Board”)

The Board is responsible for the governance of AGL. The role of the Board is to
provide overall strategic guidance and effective oversight of management. The
Board derives its authority to act from AGL’s Constitution.

The Board's responsibilities are set out in a formal Charter which the Board
reviews every two years. The Charter was most recently reviewed and amended
in April 2014.

The major powers the Board has reserved to itself are:

e Reviewing and approving AGL's strategic plans and performance objectives;

e Selecting, appointing and monitoring the performance of the Chief Executive
Officer (CEO) and, if appropriate, terminating the appointment of the CEO;

e Monitoring the performance of, and approving the remuneration policies and
procedures applying to, the Executive Team;

e Monitoring the timeliness and effectiveness of reporting to Shareholders;

e Approving and monitoring policies governing AGL’s relationship with other
stakeholders and the broader community, including policies in relation to
environmental management and occupational health and safety;

e Monitoring compliance with legislative and regulatory requirements (including
continuous disclosure) and ethical standards, including reviewing and
ratifying codes of conduct and compliance systems;

e Monitoring financial outcomes and the integrity of reporting, and in particular,
approving annual budgets and longer-term strategic and business plans;



e Approving decisions affecting AGL’s capital, including determining AGL's
dividend policy and declaring dividends;

e Reviewing and recommending to Shareholders the appointment or, if
appropriate, the termination of the appointment of the external auditor; and

e Monitoring the effectiveness of AGL's audit, risk management and compliance
systems that are in place to protect AGL's assets and to minimise the
possibility of AGL operating beyond acceptable risk parameters.

The Board has established four Committees. They are:

e Nominations Committee (see Principle 2)

e Audit and Risk Management Committee (see Principle 4);

Safety, Sustainability and Corporate Responsibility Committee (see Principle
7.4); and

People and Performance Committee (see Principle 8).

Timetables for Board and Committee meetings are agreed annually in advance.

Delegation to the CEO and the Executive Team

The Board has delegated to the CEO and the Executive Team responsibility for
implementing AGL's strategic direction and for managing AGL's day-to-day
operations. Specific limits on the authority delegated to the CEO and the
Executive Team are set out in the Delegated Authorities approved by the Board.

Executive Team

The Executive Team comprises the CEO and senior managers (Executives) who
report directly to the CEO. The senior manager occupying the role of Company
Secretary and Head of Corporate Support Services is part of the Executive Team.

Recommendation 1.2 - Companies should carry out appropriate checks of
board candidates and provide information to shareholders that is material to their
candidacy

The Board has established a Nominations Committee (refer 2.1) whose
responsibilities include overseeing arrangements for the effective appointment of
new Directors. When considering the appointment of a new Director, the
Committee may engage the services of an executive recruitment firm to assist
identify suitable candidates to be shortlisted for consideration for appointment to
the Board and to carry out appropriate reference checks before the Board makes
an offer to a preferred candidate.

Newly appointed directors must stand for reappointment at the next subsequent
AGM. The Notice of Meeting for the AGM provides shareholders with information
about each Director standing for election or re-election including details of
relevant skills and experience.

Recommendation 1.3 - Companies should have a written agreement with each
director and Executive setting out the terms of their appointment

New Directors consent to act as a director and receive a formal letter of
appointment which sets out duties and responsibilities, rights, and remuneration
entitlements.
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Each Executive is employed under a Service Agreement which sets out the terms
on which the Executive is employed including details of the Executive’s duties and
responsibilities, rights, and remuneration entitlements. The Service Agreement
also sets out the circumstances in which the employment of the Executive may be
terminated by either AGL or the Executive, including details of the notice periods
required to be given by either party, and the amounts payable to the Executive as
a consequence of the termination by AGL of the Executive’s employment.

Recommendation 1.4 - The company secretary of a listed entity should be
accountable directly to the Chair of the Board for matters relevant to the Board.

AGL’s Company Secretary fulfils a broad range of management responsibilities in
addition to company secretarial duties. As a result, the formal reporting line of
the Company Secretary is to the CEO. For any matter relevant to the company
secretarial duties or conduct of the Board, the Company Secretary has an indirect
reporting line, and is accountable, to the Chair of the Board.

Recommendation 1.5 - Companies should have a policy concerning diversity
and disclose that policy, together with measurable objectives for achieving gender
diversity and its progress towards achieving those objectives.

AGL's Diversity and Inclusion Policy describes AGL’s approach to diversity and
inclusion and how these attributes are to be embedded in AGL workplaces. The
Policy includes specific provisions regarding gender diversity and the positive
correlation between increased representation of women on company boards and
in senior management positions and the achievement of better financial
performance, higher employee retention rates, and enhanced corporate image
and reputation. The Policy is published on AGL's website.

AGL has established a Diversity & Inclusion Council to support the achievement of
a diverse workforce and an inclusive workplace culture. The Council is chaired by
Michael Fraser, AGL's CEO, and comprises seven other members drawn from
senior leaders across AGL's business.

2014 Diversity Objectives Progress made
1 | AGL will continue to build a culture » Recruitment and onboarding,

of inclusion that will support all leadership development, talent

employees to contribute and achieve management and exit processes

their potential. have been reviewed.
Opportunities to improve policies

By June 2014, AGL will review and and processes to better support

update policies, processes and AGL's gender target have been

training to reflect AGL's diversity and identified and reflected in the

inclusion principles and objectives FY2015 objectives.

throughout the stages of the + Inclusive leadership training for

employee lifecycle. emerging and front-line leaders is
under development with first

By June 2014, AGL will review and delivery planned for September

update policies, processes and 2015.

training to support the inclusion of a | * AGL’s Diversity & Inclusion

range of diversity groups. eLearning compliance module is
currently being refreshed to
include a range of real life,
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workplace inclusion scenarios.
Annual compliance training
refresher will commence late
2015.

An LGBTI inclusion strategy has
been developed and a policy
review conducted which resulted
in minor edits to some policies.
More than 230 employees
participated in interactive LGBTI
awareness sessions over the last
12 months. AGL has joined Pride
in Diversity, established a working
group and employee network of
LGBTI Allies.

The recruitment process has been
reviewed for disability inclusion
and a new Reasonable
Adjustments Policy developed
with advice from the Australian
Network on Disability (of which
AGL is a member). A
communication and education
plan for leaders will be
implemented from September
2015.

AGL will continue to support
employees seeking flexible work
arrangements as well as the specific
needs of our employees who are
carers. By June 2014, AGL will
identify and implement initiatives to
remove barriers to flexible work in
operational workplaces, where
practicable.

A comprehensive review of
flexible work arrangements and
employee attitudes to flexible
work in the Upstream Gas
business has been completed.
Results have been reported to the
Diversity & Inclusion Council and
an action plan developed to
address the barriers to greater
access to flexibility. Endorsed
initiatives will be captured in the
work plan for FY2015. A Case
Study will be developed to share
with other AGL business units and
externally as appropriate.

A new initiative commenced at
AGL Torrens which identified a
need for flexible work to support
mature age employees
transitioning to retirement.
Further work will be undertaken
in FY2015 to develop plans to
address these needs.

AGL will continue to implement
initiatives to increase the number of
women in leadership positions. AGL
will increase the percentage of
female appointments to its senior

During FY204, AGL made
significant progress towards the
FY2016 target of 50% female
appointment rate. The female
appointment rate for the year was
39%, which exceeded the internal




leadership pipeline to 50% by 30 one year target (38%). AGL

June 2016. remains on track to meet the
FY2016 target of 50%.

e While AGL did not include in its
FY2014 objectives a specific
target for overall numbers of
women in leadership, the overall
percentage of women in the
senior leadership pipeline
increased from 31.6% in 2013 to
33%, as at 30 June 2014.

AGL reports under the Workplace Gender Equality Act 2012. Publication of AGL's
Gender Equality Indicators can be found on AGL’s external website.

FY2013 FY2014
Female directors on the Board 25% 25%
Female employees in Executive Positions 11% 10%
Female employees in Senior Leadership 32% 33%
Pipeline
Female employees in the company 37% 36%

Note: a new executive position was created in FY2014: Group Head of Strategy

The Board has set new diversity objectives for the year commencing 1 July 2014
using a revised approach, comprising two headline quantitative objectives,
underpinned by supporting quantitative objectives. The supporting objectives
reflect those levers that influence the appointment rate of women by broadening
the pool of women available for more senior roles.

Headline Objectives

1. By 30 June 2016, AGL will increase to 50% the percentage of female
appointments to its Senior Leadership Pipeline (continuing from FY2014)

2. By 30 June 2015, AGL will increase by 1.5% the overall representation of
women in the Senior Leadership Pipeline (new)

Supporting Objectives

1. Increase female representation on shortlists for senior roles

2. Increase men’s and women'’s access to flexible working arrangements

3. Increase support and advocacy for women in the recruitment process for
senior roles

4. Increase women’s access to key leadership development programs

5. Increase women'’s access to mentoring and executive sponsorship

6. Increase support and advocacy for women and men pre/during/return
from extended parental leave

Recommendation 1.6 - Companies should disclose the process for evaluating
the performance of the Board, its committees and individual Directors
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Evaluation of Board and individual Directors

The Board regularly reviews its own performance and the performance of
individual Directors. The most recent review, which was conducted during the
year, involved the completion of an online survey by all of the Directors and all of
the Executive Team. The results of the review were discussed at a subsequent
Board meeting.

An independent review of the performance of the Board is conducted every two
years.

Evaluation of Board Committees

The Charters for each of the Board Committees require that each Committee
annually review its own performance.

Audit and Risk Management Committee

Review process Completion of questionnaires by all Directors, some
Executives and senior managers. The results were
collated by the Company Secretary and discussed
by the Committee at one of its scheduled meetings.

The Committee was satisfied that it had been
effective in performing its responsibilities under its
Charter.

Safety, Sustainability and Corporate Responsibility Committee

Review process Completion of questionnaires by all Directors and
some Executives and senior managers. The results
were collated by the Company Secretary and
discussed by the Committee at one of its scheduled
meetings.

The Committee was satisfied that it had been
effective in performing its responsibilities under its
Charter.

People and Performance Committee

Review process Completion of questionnaires by all Directors, and
some Executives. The results were collated by the
Group Head of People and Culture and discussed by
the Committee at one of its scheduled meetings.

The Committee was satisfied that it had been
effective in performing its responsibilities under its
Charter.

Nominations Committee

Review process The Committee set aside time at one of its
meetings to consider how effective it had been
during the year.




The Committee was satisfied that it had been
effective in performing its responsibilities under its
Charter.

Recommendation 1.7 - Companies should disclose the process for evaluating
the performance of the Executive Team

Executive Team performance evaluations have been conducted for the financial
year ending 30 June 2014. Details of the evaluation process and the linkages
between the result of performance evaluations and remuneration are disclosed in
the Remuneration Report commencing on page 53 of the 2014 Annual Report.



Principle 2: Structure the Board to add value

AGL’s Constitution provides for a minimum of three directors and a maximum of
ten.

The Directors of AGL at any time during the financial year are listed with a brief
description of their qualifications, appointment date, experience and special
responsibilities on pages 26 and 27 of the Annual Report.

The Board met 19 times during the financial year. Director’s attendances are set
out on page 28 of the 2014 Annual Report.

Recommendation 2.1 - The Board should establish an appropriately structured
nomination committee

The Board has established a Nominations Committee. The Committee comprises
all AGL's non-executive Directors. The Committee has adopted a formal Charter
that is required to be reviewed at least every two years. The most recent review
was in April 2014. A copy of the Charter is available on AGL's website.

The Committee is responsible for:

e reviewing the skills, knowledge and experience a Director should have having
regard to AGL's operational, financial and strategic objectives;

e reviewing the structure, size and composition of the Board and Board
Committees;

e developing and implementing a process for evaluating Board, Committee and
individual Director performance;

e developing selection criteria for the appointment of new Directors and
overseeing arrangements for the effective appointment and induction of new
Directors; and

e developing succession plans for non-executive Directors to maintain an
appropriate mix of skills, experience, expertise and diversity on the Board.

The Committee met two times during the year.

Details of Directors’ attendances are set out on page 28 of the Annual Report.

Recommendation 2.2 - The Board should establish and disclose a board skills
matrix on the mix of skills and diversity for Board membership

AGL seeks to maintain a Board of Directors with a broad range of financial and
other skills, experience and knowledge relevant to overseeing the business of a
vertically integrated energy company. The Board has developed a matrix to
consider the mix of appropriate skills, experience, expertise and diversity for
Board membership. As well as general skills expected for Board membership the
matrix includes items such as relevant experience within energy or related
industries with direct relevance to AGL’s strategy. Diversity of the Board,
including gender diversity, is a consideration included in the matrix.

Recommendation 2.3 - The Company should disclose whether its Directors are
independent
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AGL considers a Director to be independent if the Director is independent of
management and free of any business or other relationship that could materially
interfere, or be perceived as interfering, with the exercise of an unfettered and
independent judgement in relation to matters concerning AGL.

In determining whether a Director is independent, the Board has considered
whether the Director (or any of the Director’s associates):

e within the last three years, has been employed in an executive capacity by
AGL or any of its related bodies corporate;

e within the last three years, has been a principal of a material professional
adviser or a material consultant to AGL or any of AGL's related bodies
corporate;

e is a material supplier to, or customer of, AGL or any of AGL's related bodies
corporate, or an officer of or otherwise associated directly or indirectly with a
material supplier or customer;

e is a substantial shareholder of AGL or an officer of, or otherwise associated
directly with, a substantial shareholder of AGL;

¢ has a material contractual relationship with AGL;

e has close family ties with any person that falls into the categories outlined
above;

e has been a Director for more than 9 years; or

e has any interest or any business or other relationship which could, or could
reasonably be perceived to, materially interfere with the Director’s ability to
act in AGL's best interests.

The Board has determined that each non-executive Director is, and was
throughout the entirety of the financial year, independent.

During the financial year, there were no circumstances in which individual
Directors found it necessary to excuse themselves from consideration by the
Board of specific matters because of the potential for independence to be
compromised. Belinda Hutchinson excused herself in relation to a discussion of
the company’s insurance program and the relationship between AGL and insurer
QBE Insurance Group Limited at an Audit and Risk Management Committee
meeting. At the time, Ms Hutchinson was the chair of QBE Insurance Group
Limited.

No Director has received or become entitled to receive a benefit because of a
contract between any company in the AGL Group and the Director, or a firm in
which the Director is a substantial member, or an entity in which the Director has
a substantial financial interest, other than:

e in the case of non-executive Directors, remuneration as disclosed in the
Annual Report which includes participation in the shareholder approved AGL
Share Purchase Plan; and

e in the case of the CEO, a contract of employment and entitlements under
AGL's Long-Term Incentive Plan.

Directors have unfettered access to AGL records and information reasonably
necessary to fulfil their responsibilities. Directors also have access to the
Company Secretary on any matter relevant to their role as a Director. In
addition, the Board has access to other relevant senior management to seek
additional information concerning AGL’s business.
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Under AGL’s Board Charter, the Board collectively, and each Director individually,
has the right to seek independent professional advice at AGL's expense to help
them carry out their responsibilities.

It is usual for the non-executive Directors to confer, without management being
present, at the start of each scheduled Board meeting.

Recommendation 2.4 - The majority of the Board should be comprised of
independent Directors

As at 30 June 2014, the Board comprised seven non-executive Directors and one
executive Director. The executive Director is AGL’s CEO, Michael Fraser. The
Board has determined that each non-executive Director is, and was throughout
the entirety of the financial year, independent.

Recommendation 2.5 - The Chair should be an independent Director

Under AGL's Constitution, the Board elects a Chairman from amongst the non-
executive Directors. This means that the roles of Chairman and Chief Executive
Officer are not exercised by the same individual. It is a requirement of AGL’s
Board Charter that the Chairman be independent.

The Board is satisfied that AGL’s Chairman, Jerry Maycock is, and has been
throughout the year, an independent Director.

The Chairman presides over AGL’s Board meetings and Shareholder meetings.
Under AGL’s Board Charter, the Chairman is also responsible for:

e |leading the Board in reviewing and discussing Board matters;
e managing the efficient organisation and conduct of the Board’s function;
e briefing all Directors in relation to issues arising at Board meetings;

e facilitating effective contribution by all Directors and monitoring Board
performance;

e overseeing that membership of the Board is skilled and appropriate for AGL's
needs;

e promoting constructive relations between Board members and between the
Board and management;

e reviewing corporate governance matters with the Company Secretary and
reporting on those matters to the Board; and

e overseeing the implementation of policies and systems for Board performance
review and renewal.

Recommendation 2.6 - The Board should establish a program for inducting new
directors and provide appropriate professional development opportunities for
Directors

The formal letter of appointment and an induction pack provided to Directors
contain sufficient information to allow the new Director to gain an understanding
of:

e The rights, duties and responsibilities of Directors;

e The role of Board Committees;

e The roles and responsibilities of the Executive Team; and

e AGL’s financial, strategic, and operational risk management position.



New Directors undertake an induction program which comprises:

e An information pack which includes a copy of AGL’s Constitution; Board and
Committee Charters; most recent Annual Report; most recent Appendix 4D
or 4E and market results presentation; most recent monthly Group
Performance Report; AGL strategic plan; organisational chart; Deed of
Access, Insurance and Indemnity and details of AGL’s Directors and Officers
insurance policy; and a copy of the register of AGL's most significant risks;

e A program of meetings with members of AGL’s Executive Team; and

e A program of meetings with other AGL employees responsible for areas such
as HSE, upstream gas operations, and wholesale energy trading.

The Board regularly receives presentations as part of a program of ongoing
Director education. During the year, professional development activities of the
Board included meetings with energy and technology companies in the USA and
UK to discuss international developments in the energy industry and the potential
for consumer trends and regulatory changes in those countries to apply in
Australia.

Principle 3: Promote ethical and responsible decision making

Recommendation 3.1 - Companies should establish a Code of Conduct

AGL has a Code of Conduct that applies to AGL and its Directors, employees and
contractors (all of which are referred to as “"employees” in the Code).

The Code of Conduct sets out a humber of overarching principles of ethical
behaviour which are set out under the following headings:

Acting honestly and with integrity
Observing the law

Valuing and maintaining professionalism
Respecting confidentiality

Managing conflicts of interest

Looking after our employees

Looking after the community

Training about the Code of Conduct is part of the induction process for new AGL
employees. It is also a requirement that AGL employees complete on-line
refresher training about the Code of Conduct. During the year, more than 96% of
AGL employees completed the on-line training module.

The Code of Conduct provides a mechanism to enable employees to report actual
or suspected breaches, including an independently monitored Diversity Support
Line telephone service to allow for anonymous reporting. An Ethics Panel
oversees the application of the Code of Conduct in AGL, including investigating
alleged breaches of the Code, monitoring compliance and recommending
amendments to the Board. The Ethics Panel comprises the Company Secretary,
Group Head of People and Culture, the Head of Legal, the Head of Group Audit,
and Ms Susan Cunningham - an independent person who has expertise in
managing employee grievances. The Ethics Panel met four times during the year.
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AGL’s Code of Conduct is available on AGL's website.

Compliance Policy

AGL’s Compliance Policy sets out responsibilities for compliance with AGL's legal
obligations. The Policy is published on AGL's website.

Principle 4: Safeguard integrity in corporate reporting

Recommendation 4.1 - The Board should establish an appropriately structured
audit committee

The Board has established an Audit and Risk Management Committee. Its
primary function is to assist the Board to fulfil its responsibilities to provide
shareholders with timely and reliable financial reports and to protect the interests
of shareholders, customers, employees and the broader community through the
effective identification, assessment, monitoring and management of risks.

Structure of the Audit and Risk Management Committee

Under its Charter, the Audit and Risk Management Committee must have at least
three members, all of whom must be independent non-executive Directors. The
Charter also requires that all members have a working familiarity with basic
accounting and finance practices and that at least one member have financial
expertise. The Committee must also include members with an understanding of
the industry in which AGL operates.

The Committee currently comprises five members as detailed in AGL's 2014
Annual Report. The Chair, John Stanhope, has financial expertise as a qualified
accountant. Further details of the qualifications and experience of all Committee
members are disclosed on pages 26 and 27 of the Annual Report.

The CEO, CFO, Company Secretary (who also has responsibility for AGL's Group
Risk and Compliance function), Head of Group Audit and the external auditor
attend Committee meetings at the discretion of the Committee. Other non-
executive Directors may attend meetings.

The Committee meets privately with the external auditor on general matters
concerning the external audit and other related matters, including the half-year
and full-year financial reports. The Committee also meets privately with the Head
of Group Audit.

The Company Secretary is the secretary to the Committee. Copies of the minutes
of a meeting of the Committee are distributed to the Board for discussion at the
next full Board meeting. The Chairman of the Committee reports to the Board on
the Committee’s conclusions and recommendations.

The Committee collectively, and its members individually, have access to internal
and external resources, including access to advice from external consultants or
specialists.

The Committee met five times during the year. Directors’ attendances are set
out on page 28 of the Annual Report.

Charter of the Audit and Risk Management Committee

The Committee operates under a formal Charter published on AGL's website. The
Charter is required to be reviewed by the Committee and updated at least every
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two years. The Charter was most recently reviewed and updated in June 2014
and is available on AGL's website.

The Charter sets out the roles and responsibilities, composition, structure and
membership requirements of the Committee.

The Committee’s primary responsibilities include:

e Monitoring the integrity of financial reporting;

e Monitoring and reviewing the external auditor’s qualifications, performance
and independence;

e Monitoring the effectiveness of risk management processes, including
reviewing the adequacy of AGL’s property, business interruption, and liability
insurances;

e Monitoring the effectiveness of Group Audit;
e Monitoring legislative and regulatory compliance; and
e Monitoring the adequacy and completeness of internal controls.

Monitoring performance of the external auditor

AGL's Auditor Independence Policy contains details of the procedures for the
selection, appointment, independence and performance of the external auditor.

Under the Auditor Independence Policy, the external auditor is precluded from
providing any services that might threaten their independence, or conflict with
their assurance and compliance role.

Reports on the provision of auditing and related services are provided to the
Committee. The Directors have concluded that non-audit services provided did
not compromise the external auditor's independence requirements under the
Corporations Act.

The performance of the external auditor is discussed by the Committee following
completion of the full year financial statements. The Chair of the Committee
subsequently meets with the external auditor to discuss recommendations for
improvements to the conduct of the audit.

AGL's Auditor Independence Policy is published on AGL’s website.

Recommendation 4.2 - CEO and CFO certification of financial statements

The CEO and the CFO have provided the Board with written assurances that the
declaration provided in accordance with section 295A of the Corporations Act is
founded on a sound system of risk management and internal compliance and
control and that the system is operating effectively in all material respects in
relation to financial reporting risks.

Recommendation 4.3 - External auditor availability at AGM

The external auditor attends AGL's Annual General Meeting. Shareholders may
submit written questions to the auditor to be considered at the meeting in
relation to the conduct of the audit and the preparation and content of the
Independent Audit Report by providing the questions to AGL at least five business
days before the day of the meeting. No questions were sent to the auditor in
advance of the 2013 Annual General Meeting. Shareholders are also given a
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reasonable opportunity at the meeting to ask the auditor questions relevant to
the conduct of the audit, the Independent Audit Report, the accounting policies
adopted by AGL and the independence of the auditor.

Principle 5: Make timely and balanced disclosure

Recommendation 5.1 - Companies should establish continuous disclosure
policies and ensure compliance with those policies

Market Disclosure

AGL’s Market Disclosure Policy describes AGL's continuous disclosure obligations
and how they are managed by AGL. The Policy is reviewed bi-annually and is
published on AGL's website. It was most recently reviewed in June 2013.

The Market Disclosure Committee comprises the CEO, the Company Secretary,
the CFO and the Head of Capital Markets. It is responsible for monitoring
compliance with the Market Disclosure Policy.

The Committee is also responsible for recommending changes to the Market
Disclosure Policy.

Accountability

The Company Secretary reports to the Board quarterly on matters that were
either notified or not notified to the ASX. Directors receive copies of all
announcements immediately after notification to the ASX. All ASX
announcements are available in the Media centre on the AGL website.

All AGL Executives confirm in writing to the Board, on a quarterly basis, that
matters which might need to be disclosed have been brought to the attention of
the Continuous Disclosure Officer for review.

Financial market communications

Communication with the financial market is the responsibility of the CEO, CFO
and Head of Capital Markets. Communication with the media is the responsibility
of the CEO, the Company Secretary, and the Head of Corporate Communications.
The Market Disclosure Policy covers briefings to institutional investors and
stockbroking analysts, general briefings, one-on-one briefings, blackout periods,
compliance and review as well as media briefings.

The substantive content of all market presentations about the half year and full
year financial results and all statements relating to AGL’s future earnings
performance must be referred to, and approved by, the Board before they are
disclosed to the market.

Principle 6: Respect the rights of shareholders

Recommendation 6.1 - Companies should provide information about itself and
its governance to shareholders on its website

AGL's website at www.agl.com.au provides detailed information about its
business and operations. Details of AGL's Board Members can be found here and
Executive Team here.

The Investor Centre link on AGL's website provides helpful information to
shareholder. It allows shareholders to view all ASX and media releases since at
14


http://www.agl.com.au/about-agl/media-centre
http://www.agl.com.au/
http://www.agl.com.au/about-agl/who-we-are/board-of-directors
http://www.agl.com.au/about-agl/who-we-are/leadership-team

least December 2007; various investor presentations; a copy of the most recent
Annual Report and Annual Reports for at least the two previous financial years;
and the notice of meeting and accompanying explanatory material for the most
recent Annual General Meeting and the Annual General Meetings for at least the
two previous financial years; an Investor Calender and links to Share Registry
Services provided by Link Market Services.

AGL also publishes an annual sustainability report setting out details of its
sustainable business practices and strategy. AGL’s current sustainability report
can be also accessed from the website here.

Shareholders can find information about AGL’s corporate governance on its
website at http://www.agl.com.au/about-agl/who-we-are/our-
company/corporate-governance. This includes AGL’s Constitution, Board and
Board Committee Charters, and extensive list of AGL’s other Policies that support
corporate governance.

The following documents are published on the AGL website under About
AGL/Investor Centre:

- Constitution

- Corporate Governance Statement

- Board Charter

- People and Performance Committee Charter

- Audit and Risk Management Committee Charter

- Safety, Sustainability and Corporate Responsibility Charter
- Nominations Committee Charter

- Code of Conduct

- Securities Dealing Policy

- Compliance Policy

- Auditor Independence Policy

- Market Disclosure Policy

- Risk Management Policy

- Health, Safety and Environment Policy

- Privacy Policy

- Diversity and Inclusion Policy

- Wholesale Energy Risk Management Policy (summarised)

Recommendation 6.2 - Companies should design and implement an investor
relations program to facilitate two-way communication with shareholders

AGL has not established a formal shareholder communications policy, but it does
take appropriate measures to keep shareholders informed about its activities and
to listen to issues or concerns raised by shareholders.

AGL has an investor relations program which focuses on both retail and
institutional shareholders. The program is tailored each year to target domestic
and international investors as well focusing on specific industry issues. As well as
attending broker-sponsored conferences, AGL participates at several industry
conferences throughout each year. Key presentations are lodged with the ASX.

Fundamental to AGL’s investor relations program is the management of its
continuous disclosure obligations which facilitates all shareholders having access
to important company information. In addition to lodging this information with
the ASX, AGL uses its website to make available to shareholders information
about the company and its activities.
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The Board papers regularly include an investor relations report the content of
which includes feedback from shareholders and issues raised by the investing
community. AGL also regularly engages with corporate governance advisory
firms to understand market expectations on topics including governance, ESG and
remuneration.

Recommendation 6.3 - Companies should disclose the policies and processes it
has in place to facilitate and encourage participation at meetings of shareholders

Notices of meeting sent to AGL’s shareholders comply with the “Guidelines for
notices of meeting” issued by the ASX in August 2007. Shareholders are invited
to submit questions before the meeting and, at the meeting, the Chairman
attempts to answer as many of these as is practical.

The Chairman also encourages shareholders at the meeting to ask questions and
make comments about AGL’s operations and the performance of the Board and
senior management. The Chairman may respond directly to questions or, at his
discretion, may refer a question to another Director, the CEO or a member of the
Executive Team.

New Directors or Directors seeking re-election are given the opportunity to
address the meeting and to answer questions from shareholders.

AGL has adopted the practice of conducting a poll on each motion being
considered at the meeting. Shareholders in attendance at the meeting are also
given the opportunity to vote by a show of hands before the poll is conducted.

Recommendation 6.4 - Companies should provide the option to send and
receive communications from the company and its share registry in electronic
form

Shareholders have the option of electing to receive all shareholder
communications, including dividend statements, by e-mail. AGL provides a
printed copy of the Annual Report to only those shareholders who have
specifically elected to receive a printed copy. Other shareholders are advised that
the Annual Report is available on the AGL website.

All announcements made to the ASX are available to shareholders by email
notification when a shareholder provides the AGL Share Registry with an email
address and elects to be notified of all AGL ASX announcements.

Shareholder meetings are webcast and analyst/media briefings in relation to half-
year and full year financial results and other significant events can be heard by
teleconference.

The AGL Share Register is managed and maintained by Link Market Services
Limited. Shareholders can access their shareholding details or make enquiries
about their current shareholding electronically by quoting their Shareholder
Reference Number (SRN) or Holder Identification Number (HIN), via the Link
Market Services investor centre or by emailing
aglenergy@linkmarketservices.com.au

Principle 7: Recognise and manage risk

Recommendation 7.1 - Companies should establish an appropriately structured
risk management committee for the oversight of material business risks.
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The Board has established an Audit and Risk Management Committee. Its
responsibilities include oversight of the effectiveness of AGL’s system of risk
management and internal control.

The Committee receives regular presentations of AGL’s material business risks
and the controls in place to mitigate the consequences of those risks. AGL’s main
risks are reviewed annually by the Committee and the Board. The Committee
also receives regular presentations from management throughout the year on
specific risk topics. The Committee has responsibility for approving the audit plan
submitted annually by Group Audit. The audit plan is based on an assessment of
AGL’s main risk exposures.

Details of the structure and Charter of the Audit and Risk Management Committee
are set out in Recommendation 4.1

Recommendation 7.2 - The Board or a Committee of the Board should review

the company’s risk framework at least annually to satisfy itself that it continues to
be sound

Risk Management Policies

AGL faces a wide variety of risks due to the nature of its operations and the
regions in which it operates. Details of AGL’s main risks are set out on page 52
of the Annual Report.

AGL systematically examines all operational and financial activities to identify
major risk exposures using an enterprise-wide risk program based on IS031000,
the international standard on risk management. This program is supported by
AGL's Risk Management Policy.

AGL has a number of other policies that directly or indirectly serve to reduce
and/or manage risk. These include, but are not limited to:

e Compliance Policy;

e Market Disclosure Policy;

e Code of Conduct;

e Delegations of Authority Manual;

e Health, Safety and Environment Policy;

¢ Wholesale Energy Risk Management Policy

e Treasury Policy; and

e Privacy Policy.

Roles and responsibilities

The Risk Management Policy, and the other policies listed above, describes the
roles and responsibilities for managing risk. This includes, as appropriate, details
of responsibilities allocated to the Board or to the Audit and Risk Management
Committee (Committee), Executives, the business units and AGL's Group Audit
function.

Board The Board is responsible for reviewing and approving
changes to the Risk Management Policy and for satisfying
itself that AGL has a sound system of risk management
and internal control that is operating effectively. The
Committee assists the Board in carrying out these
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Committee

Executive Team

Business units

Group Risk

Group Audit

responsibilities. The Board annually reviews and
approves AGL’s main risk exposures and the actions being
taken to mitigate those risks.

Details of the operation of the Committee are included in
the commentary on Principle 4. The Committee oversees
the detailed analysis of the effectiveness of the system of
risk management and internal control. At each of its
meetings the Committee receives a report providing an
update on matters affecting AGL’s main risk exposures
and progress made toward mitigating the consequences
of those risks. The Committee also receives regular
presentations from management throughout the year on
specific risk topics. Annually, the Committee reviews
AGL’s main risk exposures before they are presented to
the Board for approval.

During the year, the Committee reviewed both the risk
framework and the details of AGL’s main risks. This
included, as part of the internal audit program, an
independently conducted review of AGL's risk framework.
Recommendations arising from that review have been
incorporated into AGL'’s risk framework, including
improvements to AGL’s risk management policy and the
formulation of a statement of risk appetite adopted by the
Board.

The Committee has responsibility for approving the audit
plan submitted annually by Group Audit. The audit plan is
based on an assessment of AGL’s main risk exposures.

The CEO has primary responsibility for designing,
implementing and reporting on AGL’s risk management
framework. The Executive Team collectively has
responsibility for promoting a risk management culture
throughout AGL, including consistent application of the
Risk Management Policy across AGL.

AGL's business units are responsible for maintaining
effective internal controls, consistently applying the risk
management framework, and reporting new or changed
risk events.

Group Risk is responsible for supporting the businesses to
identify and implement effective risk management
processes, for reporting details of material business risks
and risk controls to the Committee, and for
recommending changes to the Risk Management Policy.

Group Audit provides assurance to the Committee on the
effectiveness of AGL's risk management framework and
on the adequacy and effectiveness of the system of
internal controls.

Recommendation 7.3 - Companies should disclose the structure and role of its

internal audit function

AGL's internal audit function, Group Audit, provides assurance to the Audit and
Risk Management Committee on the effectiveness of AGL’s risk management
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framework and on the adequacy and effectiveness of the system of internal
controls.

The Head of Group Audit reports to the Chair of the Audit and Risk Management
Committee. Group Audit delivers its objectives through accessing the
professional skills and capabilities of:

e trained audit professionals who are part of the Group Audit function;

e other professionals within AGL’s business with specific skills and experience;
and

e services provided by external consultants in respect of specialist technical or
operational areas.

Recommendation 7.4 - Companies should disclose their economic,
environmental and social sustainability risks and how those risks are managed

The Safety, Sustainability and Corporate Responsibility Committee assists the
Board in enabling AGL to operate its businesses ethically, responsibly and
sustainably. The Committee has a formal Charter that is available on AGL's
website.

The Committee currently comprises three non-executive and independent
Directors.

The Committee oversees and reviews:

e AGL’s actions to meet its obligation to maintain the health and safety of its
employees and contractors;

e the social, environmental and ethical effects of AGL’s activities;

¢ initiatives to enhance AGL's sustainable business practices and reputation as
a responsible corporate citizen;

e integration of safety, sustainability and corporate responsibility in the
formulation of AGL's corporate strategy, risk management framework, and
people and culture priorities;

e AGL’s compliance with all relevant legal obligations on the matters within its
responsibilities; and

e The actions AGL is taking to maintain its social licence to operate include how
it engages effectively with communities in which it operates.

The Committee met four times during the year. Three of the meetings were held
at AGL business unit operating sites.

Details of AGL’s sustainable business strategy can be found on pages 18 and 19
of the Annual Report. A more detailed report about AGL’'s economic,
environmental and social sustainability risks is included in AGL’s Sustainability
Report which can be found here.

Principle 8: Remunerate fairly and responsibly
Recommendation 8.1 - The Board should establish an appropriately structured
remuneration committee

The Board has established a People and Performance Committee (which has
responsibilities within the scope of those of a remuneration committee). The
Committee currently comprises four non-executive and independent Directors.
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The Committee has a formal Charter that is required to be reviewed at least
every two years. The Charter was most recently reviewed in June 2014. A copy
of the Charter is available on AGL's website.

The Committee is responsible for:

e reviewing the performance and remuneration of senior management; and

e reviewing and ratifying AGL’s remuneration and employment policies,
procedures and programs.

These responsibilities include making recommendations to the Board in relation
to:

e the remuneration of Directors

e the remuneration, recruitment, retention and termination policies applicable
to AGL's senior management;

talent management and succession planning for key management roles;
guidelines for incentive plans, particularly as they relate to the Executives;
the superannuation arrangements in place for AGL employees; and

AGL employment policy matters.

In making recommendations to the Board in relation to remuneration and
remuneration policies, the Committee also reviews the remuneration of female
employees relative to the remuneration of male employees at all levels across
AGL.

The Committee has appointed an independent advisor to provide advice on
remuneration related matters.

The CEO attends meetings of the Committee by invitation when required to report
on and discuss senior management performance, remuneration and related
matters, but is not present at meetings when his own performance or
remuneration is discussed.

Recommendation 8.2 - The Company should distinguish between non-
executive Directors’ remuneration and that of executive Directors and Executives

AGL’s remuneration structure distinguishes between non-executive Directors and
that of the CEO and the Executive Team. A Remuneration Report required under
Section 300A(1) of the Corporations Act is provided in the Directors’ Report on
pages 53 to 69 of the Annual Report.

Recommendation 8.3 - The Company should establish a policy on whether
participants in equity based remuneration schemes are able to enter into
transactions which limit the economic risk of participating in those schemes.

AGL's Securities Dealings Policy specifically prohibits AGL Directors, Executives
and employees from using derivatives in relation to any unvested AGL securities
which have been granted under any of AGL’s equity based remuneration
schemes. For this purpose, a derivative includes any option, forward contract,
swap, futures contract or warrant, or any other arrangement, which itself or in
combination with one or more other derivatives would have the effect of
providing a greater benefit than would otherwise have been realised in respect of
unvested AGL securities.
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Derivatives may be used in relation to AGL Securities which have vested,
provided any dealing in those Derivatives complies with the other requirements of
AGL’s Securities Dealings Policy a full copy of which is available here.
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