PwC’s Many Hats
Non-Executive

@)\
v
O
N
)
2
=
0P
et
O
e
Q
P
=
-

%!
—
-
7
&
=
=
e

August 2019



- and reso rces;

3

. g

PwC’s Many Hats Non-Executive Director Survey 2019




AVNNNNNYT ——

\Reﬂecting on recent governance developments, EE-———

which statement best describes your company’s response?
W
responded and no further

significant change is planned

i ?
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2.

The company has already
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Recent governance developments have been a

catalyst for significant change by the company [ | 9% -_
and we recognise that more change is needed m
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The company needs to make 7,
0,
15% significant changes and we are at e
the early stage of preparing for them

fk s R,
(%8 . The company does
PLsXall not need to respond
in any significant way 7
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Have you seen a shift in the boundary of respon51b111t1es between

with the Board moving
somewhat into what was
previously considered
management’s domain
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Which of the foﬂdwing Steps is your Bbard takihg or planning =

lnvésting more in,and

directing more Board:

time to, understanding
.and strengthening our
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P corppratq*purture

af aggment and providin
4 “/ robust chal

PwC’s Many Hats Non- Executlve Dlrector Survey 2019



K

.Jll[

’* ---*----_-----4_-----}---“ i T L

How would you describe the importance of having the following sk;ils - ;

Gender dlversny

| | 1 " | | | | |

. * » * » * . . . . R S

competencies or attributes on your board?

l!!ll!lll!llli«_iiﬂil‘mFMWHMIJl

Strategic acumen Operational expertise

e | = e -

Executlve Ieadershlp

:RISK management expertlse
IRilan e T

Financial expertise

65%

m’lndustry expertlse

e |
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} 1 £ o] =T BN g
ITIdlgltaI expertlse

e - Cyber risk expemse
B ;.ﬁl = & “ . ——
- L e G .qu S5

Cultural d iversity Internatio nal expertlse

14% 63% . 27 \4’;5:‘3

Marketing expertise

Sustalnablllty expemse
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Which of the following statements reflects your
- 4 Board’s composition currently?
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Which of the following reflects the outlook of your

Board to changing the Board’s composition?

We are confident
in the Board’s
ability to attract
new directors

We actively ensure we test
47°% pesn

the talent pool for directors
beyond the relationships of
those who are leading the
nominations process

22 o/o There is a fear that potential

directors may choose to not
take on the risk of being a
director, given the financial
reward, limiting our ability
to attract new talent
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0 Increased
32 /0 expectations of

Board members
could be a deterrent
to potential directors

10%

There is a fear that the
cost and/or availability
of D&O insurance could
affect our ability to
attract the right talent




Whatarethetopthreemosteffectlvewaysto . - hrw e .-10"'
L W PromoteBoardrefreshment? - -

=20/ ¥ LA o/ e L
; 5A% |54% |@5% - . % .
-: Frank, confidential - | Disclosure of the | Frank, confidential ; S S : e : '_ . f i“f

feedback by ~ . - | Board skills matrix feedback by

directors to a ; : directorsto - .
6 0/0 - trusted 3rd party =~ |. : | the Chair 37 0/0 32 0/0 : 20/0
. _which undertakes iU e : .
e an independent : o e ’ ;
Acompulsory - = | Limitson dlrector " | Board assessment S Use the annual .| Seeking input from Introduce a
company policy on terms e.g. 12 years - Board self- investors about | requirement
assessment to Board composition | directors a

director retirement or less
age e.g. 72 years seek directors’ ; and refreshment
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On the whole, how well did your most recent Board evaluation (whether by a 3rd party or a
self-assessment) appropriately capture and summarise the Board’s performance?

The evaluation failed to
recognise reasonably
significant shortcomings in
the Board’s performance

81"

The evaluation was
balanced and fair

147
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| How much time do you spend on average each month

o)

to meet your duties as a director of the company?

1 %

One day or less
per month

40%

Two to three
days a month
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What refinements has the Board considered, or will be,
in relation to its operating rhythm?

78%

Introducing more
‘deep dives’ into
areas of specific
interest or
concern

Increasing the
frequency and
duration of Board
and committee
meetings

Improving
membership

and hand-off
processes across
committees and
the Board

—
§

Introducing a
new committee

e.gd. in relation to
conduct, culture,

p——

& | customer or other
50% | yood *
47 %
. ()
Spending more 46
- time connecting- Building in OA)
the-dots and structured Improving
contemplating reflection |@ the agenda
emerging/over- time | setting ¥ Board and l
the-horizon 4 (w/out !‘ process ! committee Chairs 7|
matters M mgmt | toensure spending more ©
! present) | § agendas time with relevant
1 g are } | _executives ahead :
: appropriate " #§ - of meetings
l and T
1 | dynamic
4
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To what extent do the following statements reflect

how your Board works today?

on whether proposed actlons are the rlght thlng to do

YA , x d i R

9 8

No singls direcf(dr dominates Board or committee discussj

¥

A dlsruptlve approach) by any dlrector
We have a highly effective Chair who
manages the Board dynamic well.ar i [
example, enables dissenting vie o Strongly Agree

V7 Agree
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How does your Board currently approach

—
Strongly Agree

the oversight of culture?

Agree
We are clear on the We are clear on the The Board explicitly The Board spends The Board is workingto  There is a plan in We are investing in
desired culture of reality of the culture of considers how we role sufficient time on increase its visibility and place to shift the more sophisticated
the organisation, the organisation today, model the behaviours understanding and engagement through organisation’s culture ways to assess and
including behaviours including sub-cultures we expect, e.g. through  seeking to improve the organisation that the Board is monitor the culture
to be encouraged and and negative traits that  questioning, issue the culture confident in
behaviors for which need to change management, business
there is zero tolerance. immersion activities,

communications, etc

13 | |15 7

Total: 76 - e Total: 64

. 3 7 —
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More useful high level dashboards =~ customer outcomes,

giving the Board a holistic
picture of how the company is
travelling across all dimensions
(shareholders, customers,
employees and community)

Better information to
monitor progress on
remediation or other
action in response to
breaches /incidents

‘ Better quality information
’ on executive/people
performance and

consequence management

oA
- L oa
I ] 1 !

Improved reporting and

metrics on corporate culture | More benchmarking and
! outside-in perspectives
: ,

\

Which top three changes to management
reporting would be most helpful to your board?

Richer reporting on

including more insights
from customer complaints
data and verbatims

mved reporting on non-financial

Shorter Board packs - risks (e.g. operational, technology,
less information, more cyber, regulatory, etc), to enable
insights - which more better oversight of the changing risk
clearly identify the profile (e.g. through comparing key
most important issues risk indicators to risk appetite)

to be addressed

]
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What changes to management behaviours and

practices would

// i /

\ 17

/

be most helpful to your Board? @&

'y \ /. 9
R 2! / 0/0 Management has / *
~atendency to S = 0/, Ourmanagement is
b\ % / /)~ //present” to'the W a high performing
; 40/0 Management has / Board, when a frank Nrasare
'\ ) a(;,enden_cyﬁto' e conversation with i material changes
5 7 ogver-optimistic, 7 the’Board on the key \! are required \

/Awhen it needs to be 7 issues is required
more realistic with ==
the Board abgut
what is required to
fix complex issues
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The Board clearly communicates
. its expectations to management

" The Chair acts as an effective
sounding board to the CEO,
providing wise counsel and is
friendly, but they are not “friends”
a2 P ik

Strongly Agree Agree

Our Board members bring a
sceptical mindset to discussions
with management and provides
robust challenge with testing
questions

% We take a robust case study

approach when things go wrong,

~_ including an assessment of

behaviours contributing to the
issue, and speak openly on the
lessons learned and what needs
to change
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Our Board holds management

. sufficiently to account and,

where necessary, says “Enough
is enough” if issues have dragged

. on and not been resolved by

management within a reasonable

timeframe

2% - Strongly agree
4% - Agree

' We are currently experiencing
. and/or dealing with unhealthy

tension or friction between the
Board and management as a
result of our response to the

recent governance developments




Which of the following steps is your Board taking or

planning to take to refine your remuneration policy

0,
5 A) Extending the charter of the Remuneration Committee to cover sales incentives and front line pay
o,
1 2 /0 Reducing the significance of variable pay
% : . : N
1 9 o Extending the period over which long term incentives (LTls) are measured
o
22 /° No changes are planned nor have been made to our remuneration policy
o
27 /0 Extending the period over which short term incentives (STls) are deferred
0,
32 /0 Introducing the ability to claw back incentives to apply consequence management over longer time frames

o,
35 /0 Clarifying the purpose of variable pay

o,
42 /° Greater weighting of non-financial metrics, including risk and customer

o
58 /0 Reviewing bonus/incentves to ensure they are more effective
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Which of the following steps is your Board taking or planning
to take to improve how it manages reward/remuneration adjustments?

1 60/0 Significantly improving the quality and regularity of data/reporting to enable
the Remuneration Committee to guide reward adjustment decisions

22°/o Sharing high level information on reward consequence
with our employees and shareholders

29‘%, Developing policies that detail events that should trigger consideration of reward
adjustments and guidelines for determining the materality of the adjustment

330/0 Introducing or enhancing formal annual tests of the effectiveness of
remuneration policies in driving the desired behaviours and outcomes

(y Applying increased remuneration consequences (e.g. bonus adjustments,
39 o cancelling long term incentives, claw back or others) for negative risk
outcomes, collectively (to groups such as the executive team, or other)

420/ Applying increased remuneration consequences (e.g. bonus adjustments,
(+]

cancelling long term incentives, claw back or others) for negative risk
outcomes, to individuals

51 % More rigorous challenges from the Remuneration Committee
members on all substantive remuneration decisions
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Do you think there is an expectation gap emerging Wishn

irector Survey 2019




Has the release of the Draft APRA 511 standard on Remuneration, changed your
views on the extent or nature of change you were anticipating?
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Results from a
separate survey
asked of ASX 300
Directors post
APRA’s draft
prudential standard
on remuneration in
late July 2019
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Fo]lowmg the release of the Draft APRA 511 standard on Remuneration, which directly

roles and workloads do 0 you ant1c1pate'?

S N
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™ impacts regulated entities but will likely have broader unpacts what impact on Dlrector

Results from a
separate survey
asked of ASX 300
Directors post
APRA’s draft
prudential standard
on remuneration in
late July 2019
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