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Best corporate Governance
Practices in Utility

* Director Independence
* Director Skills

 Board Committee
Structures and
Functions

 Boards have formal
documentation and
Practices
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Director Independence

* Majority are independent directors

* Appropriate number of directors (usually a
minimum of five)

* [here are no shareholder agreements or
other practices that will limit directors’
independent judgment
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Director SKkills

*Possesses the complete range of skills

* Matrix approach is used to compile an
inventory of director skills
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Board and Committee
Structures and Functions

1.Boards are structured to provide oversight
of key functions of the utility business

2.Committees are used oversight of key
functions

3.Committee members possess the requisite
skills to effectively discharge their
responsibilities
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Boards have formal
documentation and Practices

* Boards have a written mandate

 Committees of Board have a written charter

* Boards have a written Code of Conduct

* Boards provide orientation for new appointees

* Board provides continuing education to broaden
skills of all directors

YYYYYY



AGL's governance framework is summarised Delow

Accountable for overall
Board management and performance

Patricia Mckenzie (Chair] Damien Nicks (CEQ)

Managing Director & CEO

14

Mark Bloom ohn Pollaers
Graham Cockroft f: Schott Delegate management of Manage strategy,
raham Cochro ., Brry SC o day-to-day affairs business plans and .
Miles George vanessa sullivan policies approved -
Chiristine Holman Mark Twidell
‘ Company Secretary [ i
N Resporting? Reporting/ Executive Team
Mominations copE accountability of accountability of
. 1 Performance
Committee . corporate governance management
Committee Marcsmnent
and Board matters matters BE Reportin
and oversight B
Safety & Auit & Risk Group Audit Employees
Sustainability — 1 Management L
Committee Committee External Auditor

AGL has adopted a number of corporate governance polickes and documents. The corporate governance policies and documents referred to in
this Corporate Governance Statement are published on the AGL website.




Key takeaways for Board Discussion

Essential board roles and responsibilities
Key board policies

Habits of an effective board

The importance of committees

Standard practices to develop board skills
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Questions

Is your organization already adopting best practice in:

- Director Independence, Director Skills and Various Committees?

— Does your organization have a Charter and Code of Conduct?

Does your board have continuing education requirement?
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Favourites

GRI

Global Reporting Initiative

~N
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SASB

Sustainability Accounting
Standards Board

2012
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LAUNCH
YEAR

Sustainability reporting tool

EG

Audience: Broad range
of stakeholders

SDGs

Sustainable Development

Sustainability reporting tool
ESG

Audience: Broad range
of stakeholders




So what is included in ESG management and reporting?
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ENVIRONMENT

Our impact on the world we live in

* Greenhouse gas emissions

* Energy consumption

* Climate risk

* Environmental impact/ incidents
* Environmental compliance

* Biodiversity

* Waste management

*  Water security and management

Our commitment to future
generations

Our contribution to the communities we
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SOCIAL

operate in

Modern slavery

Sustainable procurement

Customer engagement

Health & Safety and wellbeing
Incident and crisis management
Diversity and inclusion

Community investment/contribution
Indigenous engagement

Talent retention & attraction

How we share our returns

Source KPMG
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GOVERNANCE

Traditional View

Governance over E&S matters

More recently

How we conduct ourselves

Technological innovation & disruption
Cyber security and data breaches
Privacy

ESG Compliance, Governance,
code of conduct and ethics

Ethical behaviour

Tax strategy

Bribery and corruption
Lobbying

Our licence to operate




Why is ESG management and reporting so important?

KPMG asked Australian business leaders and

Headline from 2030 predictions

ESG experts to look forward and predict ESG ‘Organisations that transform their

business value drivers in 2030 business models over the next decade

https://assets.kpmg/content/dam/kpmg/au/pdf/2022/e and put ESG front & centre Of their
LOOKING AHEAD sg-predictions-2030.pdf

ESG 2030 PREDICTIONS operations/ culture, will reap rewards’

= _, * 70% of CEO’s experiencing increased
UNIVERSALIMPACTS e | demand for ESG reporting from

investors (kPMG Australia 2021 CEO survey)

CONSEQUENCES OF POOR ESG PERFORMANCE

ESG-ruptcy leads to blacklisting and personal iability
Demand for transparent and proven ESG policies and

e By 2025, two-thirds of Global 2000
Boards will require trust initiative -
OF INTERNATIONAL DEALMAKERS BELIEVE

e data security, privacy, ethical execution

(M&A) DECISIONS.

* Big data analytics will grow, focused on
monitoring E2E supply chains,
demonstrating accountability &
balancing ESG objectives

GEOPOLITICS

New cracks forminthe
e geopolitical landscape
A Defin ic

CONSUMERS PRICING

The rise (and the fall) ESG doesn't come for free
of the ESG Cowboy andt certainly doesn't grow
As 1 ure o

OF CONSUMERS Plf_ﬁGED T0 SHOP'AT STORES
WITH A STRONG FAIRTRADE GOMMITMENT:
FACTORS INCLUDED: NOCHILD LABOR, JACKLING

POVERTY AND PROTECTING AGAINST N
DEEORESTATION. N




Example — AGL Energy Ltd Annual Report (pp13-14

% Embracing ESG

Embracing ESG means thinking about the responsibilities
we have to our people, customers, investors, communities
and the environment in which we operate.
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Influences Complements
TCFD 4 1SSB §
7 ~

The ISSB’'s proposed Exposure Nov 2021, COP26 announced Mar 2022, IFRS and GRI
Draft S2 Climate-related launch of ISSB announced MoU
Disclosures, built on the 11 TCFD Seeks tc establish a giobal A collaboration agreement to
recommendations. The ISSB baseline for sustainability coordinate their work programmes
requirements fall under the same reporting. Applies the and standard-setting activities. GRI
4 pililars of the TCFD. financial materiality concept. applies the impact materiality

| HKEIFRS < |

Consolidated A not-for-profit, public interest Consolidated
organisation established to develop
I enforceable and globally accepted I
accounting and sustainability disclosure
standards. VALUE
REPORTING
FOUNDATION

Consolidated

Established

<IR>
SN"CDP S5 EESHIES

A not-for-profit organisation that runs Aug 2022, IFRS Foundation assumed
a leading global framework for responsibility for SASB Standards
environmental reporting. ISSB committed to building on the SASB

Standards and embedding its industry-
based approach to standards
development.



The purpose of the ISSB:

 Empower capital market participants with the
right information to support better economic
and investment decision-making.

* Develop market-informed standards that:
enable companies to disclose decision-useful,
comparable information; and consolidate the
‘alphabet soup’ of voluntary sustainability-

reporting initiatives.

B3 IFRS

International Accounting
Standards Board (IASB]

!

IFRS Accounting Standards

International Sustainability
Standards Board (ISSB]

formed in late 2021

IFRS S1 General IFRS S2
Requirements for Climate-related
Disclosure of Disclosures
Sustainability-related
Financial
Information

lissued June 2023)

(issued June 2023)



Issued its inaugural IFRS Sustainability Disclosure Standards in June 2023

IFRS S1 General Requirements for Disclosure of

Sustainability-related Financial Information
provides a set of disclosure requirements designed
to enable companies to communicate to investors
about the sustainability-related risks and
opportunities they face over the short, medium

and long term.

IFRS S2 Climate-related Disclosures sets out
specific climate-related disclosure requirements for
a company to disclose information about its
climate-related risks and opportunities. IFRS S2
builds on the requirements set out in IFRS S1 and
fully integrates the TCFD recommendations.



Australia

Plans to require as early as
2024 and will “be aligned as
far as practicable with the
final standards developed by
the ISSB".

United
Kingdom

Announced in August it “has
been a strong supporter of
the ISSB since its launch”
and will be based on the ISSB
standards.

Which jurisdictions
are affected by

incoming mandatory
climate disclosures?

e

New Zealand

Already mandatory for certain
large entities and are based
heavily on the TCFD framework,
which nows falls under the
ISSB.

Hong Kong

Hong Kong Stock Exchange
(HKEX) has proposed making
climate related disclosures
mandatory for all issuers,
requiring ISSB reporting from 1

January 2024. =

Singapore

Announced in July it will require
public companies to report on
climate using the ISSB standard
beginning in FY2025, and FY2027
for large private companies.

’

Also Canada, Brazil, Nigeria, Japan & others have expressed plans to implement.
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Company directors need to understand what they’re
disclosing

2024 amendments to Corporations Act 2001 set out new responsibilities for
company directors.

% The mandatory climate-related financial
disclosure or “sustainability report” comprises:

A climate statement
 Notes to the climate statement

4, AUSTRALIA (-
EOMELLLE

Treasury Laws Amendment (Financial « Directors’ declaration that the contents are in
Market Infrastructure and Other . .

Measures) Act 2024 accordance with the Corporations Act and

< comply with AASB S2. For years 1-3, directors
No. 87, 2024

can declare that the entity has taken
reasonable steps to comply.

An Act to amend the law relating to corporations,
and for related purposes




AASB S2 doesn’t explicitly require good climate
governance...

6. an entity shall disclose information about:

(@) the governance body(s)... responsible for oversight of climate-related
risks and opportunities...[including:

i) how responsibilities are reflected in policies]

i) how the body or individual determines whether appropriate skills and

competencies are available or will be developed to oversee strategies

designed to respond to climate-related risks and opportunities.

[iii) how and how often the body is informed

iv) how the governance body accounts for climate risk in overseeing

strategy, major transactions, risk management

v) How it oversees climate target-setting and monitoring]

7.
(@) management'srole in the governance processes, controls and
procedures used to monitor, manage and oversee climate-related

risks and opportunities..

AASB S2 sets out expectations of where good climate governance
> should be visible but doesn’t define it.



...but forward-looking statements put directors on the hook

Forward-looking statements include:
« Results of scenario analysis
« Anticipated effects on a company's business model and value chain

« Expected changes to a company's business model, including resource
allocation

 How a company expects its finances to change over time
« A company's climate resilience strategy, transition plan and targets

« "“A statement relating to climate that is about the future in a sustainability
report or accompanying auditor’'s report, made for the purpose of
complying with the sustainability standards” (ASIC)



Defining good climate governance is a work in progress

*  World Economic Forum iy oy W e o
principles, 2019

« Supported by Climate
Governance Initiative hubs
(AICD in Australia)

Strategic Incentivization Reporting

* Principles 1-3 set the stage e and disclosure
for the rest

o)) Q)
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Risk analysis is the core of the IFRS S2 disclosure

Getting it right requires an iterative process to refine your entity’s risk
definitions and understanding

4. Business

1. Climate risk 2. Provisional risk 3. Scenarios for deeper " 5. Response
) e —> —> : : resilience —
identification assessment analysis of key risks development
assessment
Longlist of : : Scenario analysis Financial and Inputs to strategy
: : Rough risk ratings : "
potentially material and brioritisation development and strategic and transition
risks P outputs implications planning

{ |

Iterate for resilience assessments and updated scenario analysis to capture new external and internal
information



Climate-related risks affect different parts of your business
model and value chain, differently

1. Risk identification

a) Across the business model and value chain, what are the
critical functions and cost/value drivers?

b) How could climate change and decarbonisation affect
these?

c) What are relevant geographic/jurisdictional differences
In impact?

d) How could they change across short-/medium-/long-
term timeframes aligned with business strategy?



Examples of Climate-Related Risks

i’T‘ 'T"i
NAAANA

Acute
* Increased severity of extreme weather events
such as cyclones and floods

1.b) Consider range of climate-related risks and
opportunities

Examples of Climate-Related Opportunities

=

Use of more efficient modes of transport and
production and distribution processes
Use of recycling

NAAAANAY

Physical Chronic

Risks * Changing weather patterns and rising mean

temperature and sea levels

—ﬂ«,:::> Policy and Legal

% * Increased pricing of GHG emissions

= * Enhanced emissions-reporting, obligations
Transition * Mandates on and regulation of existing products
Risks and services

* Exposure to litigation

Technology

* Substitution of existing products and services with

lower emissions options
* Unsuccessful investment in new technologies

* Costs to transition to lower emissions technology

Market

* Changing customer behavior

* Uncertainty in market signals

* Increased cost of raw materials

Reputation

= Shifts in consumer preferences

= Stigmatization of sector

* Increased stakeholder concern or negative
stakeholder feedback

Resource * Move to more efficient buildings
Efficiency * Reduced water usage and consumption
@ * Use of lower-emission sources of energy
— * Use of supportive policy incentives
RN - o s st
- 1 1
S ARte articipation in carbo arke
* Development and/or expansion of low emission
goods and services
= Development of climate adaption and insurance
Products risk solutions
& Services + Development of new products or services
through R&D and innovation
d
* Access to new markets
* Use of public-sector incentives
Markets - f\ccess to new assets and locations needing
insurance coverage
@ * Participation in renewable energy programs and
adoption of energy-efficiency measures
Resilience * Resource substitutes/diversification




Questions

|s your organization already reporting some climate change
disclosures?

If so, what frameworks are you using? (GRI, TCFD, SDG, SASB)

Is your country likely to adopt the International Sustainability
Standards Board requirements?
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References:

* https://www.governanceinstitute.com.au/resources/

e https://www.asx.com.au/documents/asx-compliance/cgc-
principles-and-recommendations-fourth-edn.pdf

* https://kpmg.com/au/en/home/industries/power-utilities.html
* https://sasb.ifrs.org/standards/download/

* https://www.ifrs.org/issued-standards/ifrs-sustainability-
standards-navigator/
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Thank you

m.balatbat@unsw.edu.au
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