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Second half 2012 sample profile

A random sample was sourced from the Australian Institute of Company Directors’ member database.

Fieldwork period: 29" August— 10" October 2012

Total respondents 540

Embargoed until 10.30am, 14 November 2012

% %
No. of current directorships Primary directorship business sector(s)
1 38 (32) Health and Community Services 21 (24)
2 26 (27) Finance and Insurance 15 (18)
Property and Business Services 12 (13)
3 or more 35 (40) Mining 11 (10)
Prefer not to say 1(-) Manufacturing 10 (7)
Positions held on board(s) Education 9(M
. . Agriculture, Forestry and Fishing 6 (6)
Executive Director 48 (45) Construction 6 (5)
Non-Executive Director 60 (65) Energy 6(4)
Chairman 26 (31) Government Administration and Defence 6 (5)
oth Personal and Other Services 5(7)
er 6(") Retail Trade 5(5)
Prefer not to say 1(2) Communication Services 4 (5)
Primary directorship Cultural and Entertainment industry 3 (4)
company Transport and Storage 34
Publicly listed Australian entity 12 (12) Accommodation, Cafes and Restaurants 2(3)
Private/non-listed Australian biliBle: dlcNlide 2
entity 53 (51) Other - ()
Not-for profit entity 33(35) Gender
Male 76 (77)
Prefer not to say 2(2)
Female 24 (23)

AUSTRALIAN INSTITUTE

S1-S5
Of COMPANY DIRECTORS Base: All respondents n=540

(X) = 15t half 2012 results (16t February — 3rd March 2012) &
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Overall Director Sentiment Index

The Director Sentiment Index is an aggregate representation of key indicators of sentiment, weighted based on importance. The overall
sentiment in the 2"d half of 2012 remains pessimistic, but to a greater degree . The sentiment in the 15t half of 2011 was neutral to slightly
pessimistic, shifting to pessimistic in the 2nd half of 2011, and remaining pessimistic in the 15t half of 2012, but to a lesser degree.
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Japan Earth-quake (Mar)

EU Portugal rescue deal
Announced (May)

EU bankers meet on Greek debt
plan (Jul)

ASX All Ords falls to 4159 pts.
S&P downgrades US credit
rating from AAA to AA (Aug)

Greece bailout delayed, $A falls
(Sep)

Carbon Tax passed/ Qantas
grounds its entire fleet (Oct)

Federal government cuts $6.8bn
in spending to maintain pledge of
budget surplus (Nov)

Eurozone rejects Greek debt offer;
QLD and NSW floods (Jan)

Kevin Rudd challenges ALP
leadership (Feb)

Fairfax/News Ltd
announce job cuts (Jun) Pessimistic

BHP Billiton drops
Olympic Dam expansion
(Aug)

Concerns regarding
China’s economic
slowdown grow (Aug)

RBA cuts interest rate by
25 basis points to 3.25%
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Overall Director Sentiment Index 6

Overall, this survey finds that all Index segments are at their lowest levels since the survey’s commencement. The economic
outlook has remained pessimistic, but to a greater degree, attitudes towards business conditions have shifted from optimistic to
slightly pessimistic, while perceptions of directorship conditions have become slightly more pessimistic.
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Summary of key indicators
(1of 4)

Indicator
(expected change in coming 12 months)
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2nd Half 2012 1st Half 2012
net balance net balance

Health of the Australian economy Weak/strong -42 ) -17
Health of the Asian economy Weak/strong 2 41
Health of the European economy Weak/strong -93 -94
Health of the US economy Weak/strong 56 § -39
Inflation rate (Australia) Lower/higher 13 § 27
Exchange rate (value of AUD versus USD) Lower/higher 42§ -10
RBA cash rate Lower/higher 58 § -28
Level of wages growth Lower/higher 7 4 Sy
Unemployment rate # Lower/higher 47 NA

AUSTRALIAN INSTITUTE # Note: New item asked in 2" half 2012
of COMPANY DIRECTORS

*
¥

Significantly higher vs. 15t half @ 95% confidence level

Significantly lower vs. 1t half @ 95% confidence level
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Summary of key indicators 9
(2 of 4)

nd
Indicator (expected change in coming 12 months, with 2 AL 1st Half 2012

the exception of *) netzb?;\ﬁnce net balance

Growth of primary directorship business Weak/strong 2 3 23
Change in business investment levels Decrease/increase 2 3 1
Change in business staffing levels/labour demand Decrease/increase -7 8 4
Change in level of business exports Decrease/increase -12 -10
Change in level of outsourcing Decrease/increase 10 § 17
Expectations of profits for Jan-Jun 2013 actual versus forecast* Below/up 3 12
Confidence in general business outlook* Pessimistic/opt 20 § -3
Cpnfldencg in buswless outlook for primary Pessimistic/opt o | 14
directorship sector

Impact of directors’ liability on willingness to . .

serve on a board* Negatively/positively -62 § -54
Impact of compliance requirements on willingness to . L

serve on a board* Negatively/positively 50 § -38
Impact of remuneration on willingness to serve on a board* Negatively/positively 8 9
Impact of contribution to economy/society on willingness to serve Negatively/positively 79 N/A

on a board*#

. . " Significantly higher vs. 1t half @ 95% confidence level
AUSTRALIAN INSTITUTE # Note: New item asked in 2" half 2012

Of COMPANY DIRECTORS ‘ Significantly lower vs.. 1t half @ 95% confidence level




Embargoed until 10.30am, 14 November 2012

Summary of key indicators 10
(3 of 4)

Indica’For (expected change in coming 12 months, with the 2:10?2” 1st Half 2012
exception of *) net balance net balance
Credit availability for investment purposes Low/high -19 -19
Credit availability for asset purchases Low/high -10 -7
Credit availability for working capital Low/high -14 -15
Expected change in ASX All Ordinaries index Fall/rise g § 32
Expected change in level of mergers and acquisitions Fall/rise 42 § 51
Perception of current level of corporate taxation* High/low 52§ -44
Perception of current level of personal taxation* High/low -64 -63
Perception of level of government spending on infrastructure* Low/high -82 -82
Agreement with building of NBN being a positive thing for Aust* Disagree/agree -1 -2
Agreement with ‘Federal Government understands business’> Disagree/agree -66 -66
Expected change in level of ‘red tape’ in coming 12 months Increase/decrease 54 1 -65

4 Ssignificantly higher vs. 1t half @ 95% confidence level

AUSTRALIAN INSTITUTE
Of COMPANY DIRECTORS ‘ Significantly lower vs.. 15t half @ 95% confidence level
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Summary of key indicators 11
(4 of 4)
2nd Half 1st Half
Indicator (expected change in coming 12 months) 2012 2012
net balance netbalance
Hov_v is the cu_r_rent Fed_eral Government’s performance affecting your Negatively/Positively 63 58
business decision making?
How is the current Federal Government’s performance affecting consumer Negatively/Positively 78 83
confidence?
Perception of governance regulations under Corporations Act Onerous/weak -54 -51
How is legislation affecting your business decision-making? Negatively/positively -41 -39
How is legislation affecting your willingness to serve on a board? Negatively/positively -42 -38
How is legislation affecting your willingness to accept new board Negatively/positively 53 54
appointments?
Extent legal judgements affect your business decision-making Negatively/positively 31 ) -25
Extent legal judgements affect your willingness to serve on a board Negatively/positively -39 § -33
Exter_1t legal judgements affect your willingness to accept new board Negatively/positively | 45
appointments
Adequacy of business directorships and officers’ insurance Inadequate/adequate =l -3
Adequacy of public company remuneration reports Inadequate/adequate -24 -21
Priority of the reform of laws and regulations governing public company Low priority/high
. froref 27 § 34
remuneration priority
Functionality of International Financial Reporting Standards (IFRS) Df:ﬁgggggf" R -8
How do you expect the Carbon Tax to affect your business? Negatively/positively -48 1 -54
AUSTRALIAN INSTITUTE f Significantly higher vs. 15t half @ 95% confidence level

Of COMPANY DIRECTORS ‘ Significantly lower vs.. 15t half @ 95% confidence level
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« The sentiment amongst directors has become more pessimistic in the 2"d half of 2012. Directors are more pessimistic
regarding the health of the Australian and US economies, and optimism regarding the health of the Asian economy has
declined. Directors are also more pessimistic about business growth and profits in the coming year.

» When considering pressing issues affecting business, directors rank global economic uncertainty, followed by the high
value of the Australian dollar and low consumer confidence as the biggest economic challenges.

« This survey has found that sentiment on the following issues is at its lowest level since the commencement of the survey
* Predictions regarding the health of the Australian, Asian and US economies over the next 12 months
» Estimations regarding the performance of the Australian dollar
« Estimations regarding the RBA official cash rate

* Perception of the current Federal Government remains negative. Most directors maintain the belief that the current
Federal Government lacks understanding of business and government performance is negatively impacting consumer
confidence and business decision making. However, while concerns about the Carbon Tax legislation and its negative
impact on business remain, there has been a decrease in negative sentiment since the implementation of the Carbon Tax.

* Pessimism regarding Government regulation also remains. Most directors believe that the level of red-tape and board
commitment spent on regulatory compliance has increased over the last 12 months. Admin costs and time spent complying
with regulations are identified by directors as having the most impact on their business, with employing workers and
workplace health and safety identified as aspects of their business most affected by ‘red-tape’.

* Productivity growth — or the lack of it — was ranked as the second most urgent issue for the Federal Government to address
in the short term and high amongst the most important economic challenges facing Australia. General economic conditions
were identified as the top impediment to productivity growth followed by workplace laws and regulations, government
policy, excessive ‘red-tape’ and regulation and skills shortages.

« Directors continue to rate Infrastructure as the top priority that the Federal Government should address for both the short
and long term, with government spending on infrastructure considered to be too low.

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS



0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesesssssssssssscsoses

Research findings

0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesesssssssssssscsoses

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS Ipsos



Embargoed until 10.30am, 14 November 2012

The Economic Environment

Health of economies
» The outlook for world economies has become more pessimistic, compared to the findings of the last survey*. Most directors
perceive the current and future state of the Australian, US and European economies as weak and optimism regarding the
current and future health of the Asian economy has declined.

Economic challenges

» Directors continue to rank global economic uncertainty as the biggest current economic challenge, followed by the high
value of the Australian dollar and low consumer confidence.

Economic indicators and financial markets

» Expectations of economic indicators have declined compared to findings from the previous survey*. The exchange rate and
RBA official cash rate are expected to decline, while inflation and wages growth are expected to remain stable, with fewer
directors expecting an increase in these indicators in the coming year. More than half of directors expect the
unemployment rate to rise in the coming 12 months.

* More than 40 per cent of directors expect a rise in the ASX All Ordinaries in the coming 12 months, although this
proportion has decreased from the findings of the last survey*.

AUSTRALIAN INSTITUTE * 1t half 2012 survey (Fieldwork period: 16th February— 3rd March 2012)
of COMPANY DIRECTORS
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The Business Environment

Business Growth

* Business growth declined for many in January-June 2012, with more than 40 per cent of directors claiming the growth of
their business had weakened in the last six months. Expectations for growth in the future have also become more
pessimistic, with only 40 per cent of directors expecting growth in their business and more directors predicting a decrease
in investment levels, staffing levels, business exports and level of outsourcing in the coming year.

Profits

* Lower profit expectations were identified in the current survey, compared to the results of the last survey*. This saw a
slightly pessimistic outlook, with over 30 per cent of directors expecting a decrease in profits for the period of January-
June 2013, compared to profits for the same period last year, the last six months and the budgeted forecast.

Credit availability

* Inthe last six months, credit availability for investment and working capital purposes has remained constrained , in line
with the previous survey’s results*, while credit for asset purchases has become more constrained. Predictions regarding
credit availability over the coming year have remained slightly pessimistic, with credit for investment purposes, asset
purchases and working capital purposes expected to be constrained.

Business Outlook

» Business outlook has become more pessimistic, compared to the results from the last survey*. About 40 per cent of
directors are pessimistic about the general business outlook, and 35 per cent of directors are pessimistic about the outlook
for their own sector.

AUSTRALIAN INSTITUTE * 1t half 2012 survey (Fieldwork period: 16th February— 3rd March 2012)
of COMPANY DIRECTORS
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Regulation, Perception of Federal Government and Infrastructure

Regulation

* In line with the results from the previous survey* more the 60 per cent of directors believe that the level of ‘red-tape’ has increased in the last 12
months, however directors are slightly less pessimistic regarding the level of red-tape in future, with less than 60 per cent expecting an increase in
the coming year.

»  Admin costs and time spent complying with regulations are identified by more than 70 per cent of directors as having the most impact on their
business, with more than 70 per cent of directors identifying employing workers and workplace health and safety as aspects of their business most
affected by ‘red-tape’. Directors estimate ‘red-tape’ compliance as consuming an average of 26 per cent of their total board commitment, with more
than half believing that this level of commitment has increased in the last 12 months.

Productivity

*  Productivity is ranked as the second most urgent issue for the Federal Government to address in the short term and high amongst the most
important economic challenges facing Australia. General economic conditions were identified as the top impediment to productivity growth (65
per cent) followed by workplace laws and regulations (42 per cent), government policy (41 per cent), excessive red tape and regulation (39 per

cent) and skills shortages (31 per cent).

Perception of the Federal Government

* In line with the previous survey’s results, disenchantment with the Federal Government’s performance remains. Nearly 80 per cent of directors
maintain the belief that the Federal Government lacks understanding of business. Directors also remain pessimistic about the impact of the
current Federal Government’s performance and uncertainty about the future of the current parliament on business decision making and consumer
confidence.

» Directors identify general economic conditions and concerns, followed by workplace relations laws and regulations, and Government policy as the
top three impediments to productivity growth.

Infrastructure
» Infrastructure is rated by directors as the top short term and long term priority that the Federal Government should address. Nearly 80 per cent
of directors believe that the current level of government spending on infrastructure is too low and have identified road and telecommunications as

the most important areas for investment.

AUSTRALIAN INSTITUTE * 1t half 2012 survey (Fieldwork period: 16th February— 3rd March 2012)
of COMPANY DIRECTORS
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Legal and reporting issues

Director liability

Akin to the results of the previous survey* more than 40 per cent of directors believe that Commonwealth or state
legislation on director liability has a negative impact on their business decision making and willingness to continue on a
board, and more than half believe it has a negative impact on their willingness to accept new board appointments.

There is increased pessimism regarding the affect of legal judgements on director liability, with more than 40 per cent of
directors maintaining that legal judgements negatively impact their business decision making, their willingness to
continue on a board, and their willingness to accept new board appointments.

D&O insurance, reporting and current framework

Outlook regarding business’ Directors and Officers Insurance remains consistent with the previous survey results*, with
about 80 per cent of directors perceiving their business’ Directors and Officers insurance as adequate, or about right.

Directors continue to believe that public company remuneration reports are inadequate, with fewer directors assigning a
low priority to the reform of the laws and regulations governing public company remuneration.

One quarter of directors still maintain the belief that the IFRS is dysfunctional to some degree.

Directors are more optimistic regarding the overall functionality of the current AGM system, with more than 30 per cent
perceiving the current AGM system as working well, and less than 30 per cent perceiving it to be dysfunctional.

AUSTRALIAN INSTITUTE * 1t half 2012 survey (Fieldwork period: 16th February— 3rd March 2012)
of COMPANY DIRECTORS
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Ethical Considerations, shareholder relations and ESG

Ethical considerations and diversity

Directors are more optimistic about their perception, and public perception of company directors’ ethics, with most
directors maintaining the perception that Australian listed public companies are more ethical than overseas listed
companies.

AKkin to the results of the previous survey*, about one third of directors have a documented policy on board diversity
within their organisation. Around two thirds of directors are actively seeking to increase board diversity in terms of skills.
And more than 40 per cent in the area of gender.

Environmental and Social Governance

More directors perceive ESG as important within their business. Most directors still predict that the level of regulation on
climate change, workplace health and safety and industrial relations will increase, but to a lesser extent compared to
results of the last survey*.

Directors are less pessimistic regarding the Carbon Tax legislation, with fewer directors perceiving it to have a negative
impact on their business. Most directors maintain the perception that energy costs, domestic prices, and non-energy costs
are negatively impacted by the Carbon Tax, but to a lesser extent compared to the results of the previous survey*.
Nevertheless, more than 50 per cent of directors continue to believe that abolishing the Carbon Tax would have a positive
effect on their business.

More than 80 per cent of directors maintain the belief that their business is making some effort to reduce its carbon
footprint.

Shareholder relations

In line with the results of the previous survey*, nearly two-thirds of directors maintain the belief that directors should be
limited to trade in shares of their own companies, within prescribed trading windows only.

OA](%SOTMRQA_II\IA‘YNDI{;IQSEE:FS EE *1st half 2012 survey (Fieldwork period: 16th February— 3rd March 2012) M
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" Net balance = net positive (4 & 5 on scale)

Net ___---"77 less net negative (1 & 2 on scale) _ _______________________ Net
Balance @~ ___.----7 ‘ ’ ; ~777"-7> Balance
ond Half <--~ . Negative | Positive | {styg|f
o Chart heading (% | o —ail

2011 gEaE Net . (Net 3 2012
1 1 !
30 Statement 1 20 3 20 3 20
: : )/
/
/
/
/
i ! /
i | 7
/
Statement 2 /
/
-20 30 | 20 -/ -10 1
1 //
/ /
/ /
/ it
= Very Negative = Somewhat negative © Neither ® Somewhat positive ® Very Positive ;L
N ros
I ; |78 4

5 -point scale where 1= very negative and 5= very positive 1 Indicates a significant decrease
© 7 from 1%t half 2012 net balance
. . ) i Indicates a significant increase
Question number: Question text i . ; i i
Base: All respondents n=—xxx <-—--—--  Total number of respondents that answered the question | from 1% half 2012 net balance
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Health of economies: summary

Pessimistic outlook remains regarding the current and future state of world economies. Directors continue to perceive Asian and
Australian economies as stronger than US and European economies.

Health of economies

Mean score

(on a 5-pt scale, where 1 is ‘Very
Weak’ and 5 is ‘Very Strong’)

(Wave)

Australian

Asian

usS

European

(Jul-Dec’11) 15t Half 2012 2.9 3.5 1.9 1.5
Past six months [-------"-"-"-"--=----7-- ér:d_lil_ _h: ------------------------------------------------
, a
(Jan-Jun’12) 5012 2.9 3.4 1.8 1.4
15t Half 2012 2.8 3.5 2.2 1.5
Present - -2-n-d-|_-|- I_f ------------------------------------------------
a
5012 2.7 3.1 2.0 1.5
15t Half 2012 2.8 3.5 2.5 1.6
Next 12 months ---2-n-d-|_-|-|-f ------------------------------------------------
a
5012 2.5 3.0 2.3 1.6

E1-E4 Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Health of the Australian economy

More pessimistic outlook on the health of the Australian economy. More than 40 per cent of company directors believe our economy is

weak at present, and more than half expect our economy to remain weak in the coming 12 months.

Net
Balance
15t Half weak
2012 Net
5  Jan-Jun’12 8 37
15 Present 46
17 Next 12 10 13 56

months

= Very weak Somewhat weak OK = Quite strong = VVery strong

E1l: What is your assessment of the health of the Australian economy...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Net
 Balance
Strong 2nd Half
(Net) 2012
30 -7
17 -29 (]
14 -42 [ ]
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Health of the Asian economy

Asian economic outlook has remained positive, however optimism has decreased in the 2" half of 2012. Less than half of directors believe
that the Asian economy was strong in the last 6 months, while less than 30 per cent consider it to be strong at present. Future sentiment is

fairly evenly split, with around 30 per cent believing it will be strong or weak over the next 12 months.

........................................................................................................................................................................................................................................................................................

What is your assessment of the health of the Asian economy? (%)

Net - Net
Balance . Balance
1st Half Weak Strong ond Half
2012 Net (Net) 2012

46 Jan-Jun’12 12 43 31 )

40 Present 22 29 [ |

" Next12 1 28 29 31 2 3

months

= Very weak Somewhat weak OK = Quite strong = Very strong

E2: What is your assessment of the health of the Asian economy.....?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Health of the European economy
Sentiment regarding the European economy has remained pessimistic in line with 15t half 2012 results. More than 90 per cent of
directors view the European economy as weak at present, and expect it to remain weak over the next year.
What is your assessment of the health of the European economy? (%)
Net
Balance | 5 %
t !  Balance
152CI)-BIf Weak Strong ond Half
Net . (Net) | 2012
97 Jan-Jun’12 98 | 0 . 98
-97 Present I |oeE
Next 12 50 93 | o | -93
-94 i 1
months ! ‘
= Very weak Somewhat weak OK = Quite strong = VVery strong
E3: What is your assessment of the health of the European economy....?

Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Health of the US economy

Perceptions regarding the health of the US economy have become more pessimistic. Eighty per cent of company directors assess the US

economy as weak at present, while 60 per cent expect it to remain weak over the next 12 months.

What is your assessment of the health of the US economy? (%)

Net
Balance
1st Half
2012
87 Jan-Jun’12
6 Present 18
Next 12
-39 months
= Very weak Somewhat weak OK = Quite strong = Very strong
E4: What is your assessment of the health of the US economy.....?

Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Net
 Balance
Weak Strong | 2nd Half
(Net) (Net) | 2012
90 (0] -90
80 (0] -80 §
60 4 -56 i |




Economic indicators (Australia) — expectation in next 12 months
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Expectations of economic indicators have declined in the 2"d half of 2012. More than half of directors believe that the value of the Australian
dollar and RBA cash rate will decline. Around half of directors believe that the inflation rate and level of wages growth will remain stable,
while more than half expect the unemployment rate to increase over the coming year.

Net
Balance
1stHalf
2012

Inflation rate in
Australia

Exchange rate

-10  (Value of SAUD
against $USD)

RBA official cash
interest rate

Level of wages
37 growth

# Unemployment |

N/A rate

= Much lower

mmn

E5: What is your expectation of.....?

Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Slightly Lower

What is your expectation of... in 12 months’ time? (%)

Ak

T

= Slightly Higher = Much Higher

‘ Net
)  Balance
Lower Higher | ond qg)f
(Net) (Net) | 2012
16 29 13}
54 12 -42 [
65 7 -58 )
22 29 7 [
11 58 47

# Note: New statements added in 2" half 2012
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Economic indicators — Australian inflation rate in next 12 months 29

Estimations of the Australian inflation rate in the coming 12 months are slightly lower, at an average of 2.8 per cent, with estimates
clustering around 2, 2.5 and 3 per cent. The actual inflation rate during survey fieldwork was 1.2 per cent*.

Nominate a numeric value for “the inflation rate in Australia in 12 months’ time” (%)

05 Mention

Average:
35 3.1%
Median: '.
3.0%, 32
30 |:
Average:[| |
2.8% [|
* Median: ! | m 1stHalf 2012
2.6% : AR = 2nd Half 2012
20 20 l A !
15 ':
10 E
> !

*Source: RBA Eba_1
Base: Respondents who provided an answer n=238 (some opted for “Not sure”)

Inflation rate (%)

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Economic indicators — AUD/USD exchange rate in next 12 months 30

Estimations of the exchange rate for the next 12 months are lower, at an average of 96 US cents, with estimates
clustering around 95, 100, and 105 US cents. The average rate during survey fieldwork was 104 US cents*.

Nominate a numeric value for “the AUD/ USD exchange rate in 12 months’ time”
(1$A = how many US cents)

% Mention Median: 105
35 US cents
Average: 104
30 US cents !
Median: 100 Lo
25 Average: 96 'IJS SEE E E
US cents : !
20 : i o
E ! Lo = 15t Half 2012
: i o m 2nd Half 2012
15 15 15 15
! r 14
: 13 :
10 i 10 i 1
8 ! | Nk
. Al L\ 5 1 f 1\ v
‘ 3 : \"\ | EE 3 4 4
S ~—J/1 A i Q_—~0

o000 o—0o—"0 oG
75 80 85 88 90 92 93 94 95 96 97 98 99 100 101 102 103 104 105 106 107 108 109 110 112 115 120 125 140 150

*Source: RBA Eba 2

Base: Respondents who provided an answer n=317 (some opted for “Not sure”) US cents

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Economic indicators — RBA official cash interest rate in next 12 months 31

Estimations of the RBA official cash interest rate in the next 12 months are lower, at an average of 3.2 per cent, with estimates

clustering around 3 and 3.5 per cent. The actual interest rate during survey fieldwork dropped by 25 basis points from 3.50 per
cent to 3.25 per cent*.

Nominate a numeric value for “the RBA official cash interest rate in 12 months’ time” (%)

.. Average:
Median:
% Mention 4.00% 4.27%
35
33 ]
32 i !
30 Average: : i
3.20% / :
Median: E i :
2 3.00% [ i\ | :
20 N i :
! i ' : = 15t Half 2012
by : = 2nd Half 2012
15 o] 15 ! ' ALS
13 \! ! .
10 ! i '; :
! : 8 ! |
5 i 1 © ! e E
» ' : ‘; 3 2 .
0 o=/ o - n/\ £ G 1 . ! /;k/\ O a
=~ J \ v \w ) \ U U =
05 2 25 275 3 32 325 35 375 3B 4 425 45 475 48 5 52 525 55 6 65

*Source: RBA Eba 3

Base: Respondents who provided an answer n=212 (some opted for “Not sure”) Cash interest rate (%)
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Embargoed until 10.30am, 14 November 2012

Economic indicators — wages growth rate in next 12 months 32

The expected level of wages growth in the coming year is lower, at an average of 2.76 per cent, with estimates clustering around 2
per cent, 3 per cent and 4 per cent. The actual growth for the most recent year to the survey fieldwork was 3.7 per cent *.

Nominate a numeric value for “the rate of wages growth in 12 months’ time” (%)

Average:
3.64%
0, 1 |
a % Mention Median: !
Median: 3-4|0% i
3.00% b
30 Average < | |
\Y/ : [ :
2.76% Z5 0
25 B |
20 18 : = 1st Half 2012
! ! 17 = 2nd Half 2012
15 : i ! :
10 : : L
5 ! i : 6
0 - ‘ A

O O O O
0 0.2 0.5 1 1.2 15 2 2.5 2.8 S 325 35 3.8 4 425 44 4.5 5 6 7 8 10

*Source: ABS Eba 4

Base: Respondents who provided an answer n=257 (some opted for “Not sure”) Wages growth rate (%)
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Economic indicators — unemployment rate in next 12 months 33

The average expected unemployment rate in the coming year is 5.8 per cent, with estimates clustering around 5 per cent, 5.5 per
cent and 6 per cent. The actual unemployment rate during survey fieldwork was 5.4 per cent*.

Nominate a numeric value for “the unemployment rate in 12 months’ time” (%) !

% Mention

35 )
Median:
Average: 5.80%
30 5.78% |
Do 27
25 L
20 L
! m 2"d Half 2012
15 : :
10 i :
5 Lo
0 | 1
2 4 45 475 48 5 54 52 53 54 55 56 575 58 59 6 6.5 7 8 8.5 10

*Source: ABS Eb5a 5
Base: Respondents who provided an answer n=258 (some opted for “Not sure”) Unemployment rate (%)

# Note: New question asked in 2" half 2012

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS



What are the 3 main economic challenges currently facing Australian business? (%)

Embargoed until 10.30am, 14 November 2012

Main current economic challenges (Top 3)

In line with 15t half 2011 results, global economic uncertainty remains the biggest economic challenge facing Australian business, followed by
the high value of the Australian dollar and low consumer confidence. Too much regulation and ‘red-tape’ is perceived as a greater challenge
in the 2nd half of 2012 , while fewer directors perceive the high value of the Australian dollar and the Carbon Tax as a main challenge.

*Note: Carbon Tax +
Uncertainty about
Carbon Tax’s future
(nett) = 13%

~ Note: “Too much
regulation” changed to
“Too much regulation/
red-tape” in 2" half
2012

#Note: New statement
added to 2nd half 2012

2ndHalf 2012 Difference from 1st Half 2012
Global economic uncertainty [|IIIINGEEEEEEEEEEEEEEEEEE 3/ -5 1R
High value of the Australian dollar | ° <y !
Low consumer confidence I °-
Industrial relations [|IIINIINININGGEE °/ -1
Minority Federal Government [ S -1
# Productivity growth | °3 N/A
~Too much regulation/ 'red tape' IS °°
Skilled labour shortage I 17 S
Low Infrastructure spending |IIIIIIEGEE 14 | 1
Wages growth/wage demands [N 13 -4 R
Tax levels too high I 1.
Costofenergy I 10
Governmentdebtlevels I °
Difficulty getting credit for business | ° 30
*CarbonTax | 8 SHE)
Insufficientdemand N 7
* Uncertainty about future of the Carbon Tax [l 6 4 W)
Climatechange i} 3 0
Low population Jj 2 -1
Rising interestrates | 1 21
Water resources | 1 0
Food security O -1 |
High population 0O 0
Other M 6 1
AUSTRALIAN INSTITUTE E6: In your opinion, what are the 3 main economic challenges currently facing Australian business?

Of COMPANY DIRECTORS (Select 3 answers only) Base: All respondents n=540




Embargoed until 10.30am, 14 November 2012

Growth of the business (primary directorship company) 35

Business growth declined for many in January-June 2012, with more than 40 per cent of directors claiming the growth of their
business had weakened in the last six months, in line with the 15t half 2012 results. Future projections remain optimistic, although
less so than the previous survey'’s results, with nearly 40 per cent of directors expecting their business to grow in the coming year.

Growth of the business — Past and future (%)

Net Net
Balance ; +  Balance
1st Half Weaken(ed) | Expand(ed) | ondpHglf

2012 Net 1 Net i 2012

41 Jan-Jun'12 N 43 i 28 . .15

Coming year

(to June '13) 35 37 21

= Weaken(ed) a lot © Weaken(ed) a little = Remain(ed) stable =Expand(ed) a little mExpand(ed) a lot

B1: Which best describes the growth or otherwise of the business over the period January to June 2012?
B2: What is your expectation of the growth or otherwise of the business over the coming year (to June 2013)?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Changes in the business — Jan-Jun 12

While a substantial proportion of directors have experienced stability across the four facets of business in the last six months, an

increased proportion have experienced a decrease in investment, staffing levels and business exports compared to the 15t half of 2012.
Akin to 1st half 2012 results, nearly one-quarter of directors have seen an increase in the level of outsourcing in the last six months.

Net
Balance 1st
Half 2012
Investment
L levels
Staffing
levels/
6 Labour
demand
Business
-14 exports
Level of
8 outsourcing

m Decreased a lot

B3: Which best describes changes in the business, relating to the items shown below, over the period January to June 2012?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Decreased a little

Changes in the business - Jan - Jun ‘12 (%)

21

Decreased !

Remained stable = Increased a little m Increased a lot

Increased |

Net Net
36 20
38 24
25 6

14 23

Net
Balance
2nd Half

2012

16 §

-14 §

19§
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Changes in the business — coming year (to Jun ‘13)

Lower expectations of growth in the next 12 months across all four facets of business, compared to 1%t half 2012 survey results, with
more than 30 per cent of directors expecting a decrease in investment and staffing levels. Nearly 70 per cent of directors perceive

business exports to remain stable and nearly 60 per cent believe that the level of outsourcing will remain stable.

Changes in the business: over coming year (to Jun'13) (%)

Net
Balance Decrease INncrease
1st Half
2012 Net Net
20 Investment 7 31 29
levels
Staffing
levels/
18 33 26
Labour 1
demand
Business
-5
exports 1 23 H
22 Level of 16 26
outsourcing 23

® Decrease alot = Decrease a little Remain stable ™ Increase a little = Increase a lot

B4: To what extent, if any, do you expect these things to change over the coming year (to June 2013)?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Net
Balance
2nd Half

2012

_21

12 3

10§
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Main reason for change in staffing levels/labour demand 38

AKin to 1st half 2012 results, nearly half of directors believe that a change in business conditions is the main reason for changes
in staffing levels/labour demand, followed by changed economic conditions.

Main reason for expected change in staffing levels/labour demand (%)

Total Those who Those who
Main reason for expected change in Those who
staffing levels/ labour demand (%) (Wave) ( expect dg)é?ggée ir?)c(rpeeacge
change)
) o 1st Half 2012 53 2is 63
Changed business conditions = [----=-=--- == - oo -o - oo oo oo oo oo oopooooom oo
2nd Half 2012 47 § 38 59
) o 1st Half 2012 26 43 16
Changed economic conditions = = o= - - - oo oo oo oo oo o oo oo oo
2nd Half 2012 35 ¢t 501t 16
1st Half 2012 6 10 5
Workplacelaws = oo om oo oo o oo ooooooohooo oo oo
2nd Half 2012 | 43 ol
1st Half 2012 3 6

Changedwagelevels = Fo-----o--ooobooooo oo oo oo oo oo

2nd Half 2012 4 5 2

1st Half 2012 0] 0] (0]
Parental leave laws

2nd Half 2012 0] 0] 0]

1st Half 2012 12 6 15
Other T T T oo oo oo oo oo oo oo

2nd Half 2012 11 3} 201

B7: What is the main reason for this expected change in staffing levels/labour demand?
Base: n=281 (who expected a change in staffing levels/labour demand), n=146 (expect decrease), n=135 (expect increase)

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS




Embargoed until 10.30am, 14 November 2012

Profits for current six months compared to... 39

Lower expectations of profits in the current survey, compared to 1%t half 2012 survey results. Directors are slightly pessimistic, with more
than 30 per cent expecting a decrease in profits compared to profits for the same period last year, profits for the previous six months and
the current budget forecast.

Actual profits for the current six months (Jul-Dec’12) compared to... (%)

Net Net
Balance ! ' Bal

st Half : . Balance
1St Ha Below Up | ondHalf

2012 (Net) | (Net) | 2012

Profits for same
2 period last year 11

40 | 30 | -0}
(Jul-Dec’11) : :

Profits for
previous 6
9 months

(Jan-Jun’12)

35 | 28 | -7}

Budget forecast
for current 6
7 months

(Jul-Dec’12)

35 | 23 | -12}

= Significantly below = Slightly below About the same = Up slightly = Up significantly

B8a: How do you expect your actual profits for the current 6 months, July to December 2012, to compare to...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS




Embargoed until 10.30am, 14 November 2012

Profits for second half of year compared to... 40

Lower expectations of profits for the 2"d half of 2012. Directors are fairly evenly split regarding their projections, with around one
third of directors expecting either an increase or a decrease in profits compared to the same period last year, the previous six months,
and the budget forecast for the 2" half of the financial year.

Expected profits for the second half of this year (Jan —Jun 2013)

Net compared to... (%)

Balance Net
1st Half i Balance
2012 Below i Up ! pndHalf
(Net) | (Net) 2012
Profits for same | |
16 period last year 37 | 3 | 5y
(Jan-Jun‘12) 3 3
Profits for | |
o current 6 months 31 30 1y
(Jul-Dec12) ; 1
Budget forecast
for second half of 3
1, thefinancial year 31 : 25 | -6}

(Jan-Jun ‘13)

® Significantly below * Slightly below About the same ™ Upslightly = Up significantly

B8b: How do you expect your actual profits for the second half of this year, January to June 2013, to compare to...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Confidence in business outlook — next 12 months 41

More pessimistic business outlook in the 2" half of 2012, with more than 40 per cent of directors feeling pessimistic about the general
business outlook and more than 30 per cent feeling pessimistic about the outlook for their own sector.

Confidence in business outlook — general and sector
next 12 months (%)

Net Net
Balance i . Balance
IstHalf  In the next 12 Pessimistic | Optimistic | ond |
2012 months... Net) ! Net) | 2012
-3 General 3 3
| 41 : 21 i -20
business 3 3 3 \
outlook
Business
" outlook : i
for your sector 35 | 26 i 9]

m Very pessimistic “ Quite pessimistic ™ Neither =Quite optimistic = Very optimistic

B9: Overall, how confident or otherwise are you about....?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Level of taxation in Australia 42
Directors are more pessimistic regarding the level of corporate taxation in Australia, with more than half of directors
maintaining the belief that corporate taxation is too high. Akin to 15t half 2012 results, nearly 70 per cent of directors believe that
the level of personal taxation is too high.
View on level of taxation in Australia — corporate and personal (%)
DNet ‘ ‘ Ba%ce
Balance 1st High L  ord LatT
Half 2012 : . LOW 1 2nd Half
(Net) : (Net) | 2012
-44 : :
Corporate 10 58 6 . 52}
S 69 5 -64

.63 Personal

= Far too high Somewhat high Aboutright =Somewhatlow = Far too low

T1: What is your view on the level of...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Credit availability for business — Jan-Jun’12

In line with 15t half 2012 results, 40 per cent of directors believe that credit availability for investment purposes was constrained in the
last six months . More than 30 per cent believe that credit for asset purchases and working capital purposes was also constrained, with

credit for asset purchases perceived to be more constrained than the 15t half of 2012.

Credit availability for business - Jan-Jun’ 12 (%)

Ba%ce Unavailable/
1st Half Constrained | Available
2012 Net Net
Investment
18 purposes 40 17
(e.qg.
acquisitions)
9 Asset 3 a5 56
purchases
Working
-9 capital 34 24
purposes

® Impossible to get © A little constrained Not relevant = Somewhat available = Freely available

C1: For the business, what has been the experience over the period January to June 2012 relating to...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Net

Balance

2nd Half
2012

S

-10
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Credit availability for business — next 12 months

Directors remain pessimistic regarding credit availability in the future, with about 40 per cent of directors predicting that

credit for investment purposes, asset purchases, and working capital purposes will remain constrained over the coming year.

Credit availability for business - next 12 months (%)

Net Unavailable/
% Constrained | Available
5012 Net Net

Investment
e purp?:Zs 5 43 24
acquisitions)
Asset 40 30
-7 purchases
Working

15 capital 7 41 27

purposes

= Impossible to get @ A little constrained Not relevant = Somewhat available ®Freely available

C2: And what is your expectation of credit availability over the next 12 months?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Net
Balance
2nd Half

2012

=19

-10

-14
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Expected change to ASX All Ordinaries index - next 12 months 46

Less optimistic outlook regarding the ASX All Ordinaries Index in the 2" half of 2012, with nearly 40 per cent of
directors expecting a fall in the ASX All Ordinaries in the coming year. The proportion of directors expecting an increase
has decreased since the 15t half 2012 survey.

Expected change to ASX All Ordinaries index— next 12 months (%)

Net Net
Balance
Balance Fall Rise e
1st Half == 2nd Half
2012 Net . (Net) @ 2012

32 Changeto ASX - P

36 | 44 | 8]
Next 12 months ! !

= Fall strongly = Fall alittle Remain stable =Rise alittle ®Rise strongly

C3: What is your expectation of changes to the ASX All Ordinaries index over the next 12 months?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS




Embargoed until 10.30am, 14 November 2012

Expected change in level of mergers and acquisitions — next 12 months 47

More than half of directors expect a rise in mergers and acquisitions over the next 12 months (a lower level compared to 15t half 2012
results). Private equity is still expected to be the most active business purchaser in the coming year, followed by trade sale.

Expected change in level of mergers and acquisitions - next 12 months (%)

Next 12 months

Net Net
Balance ; ) . Balance
15t Half Eall Rise ond Half

2012 Net) : (Net) | 2012

M&A’s — 3
51 2 14 | 56 | 423

= Fall strongly = Fall alittle ® Remainthe same = Risea little = Rise strongly

Most active business purchasers - next 12 months (%)

49 92
40 39
Y —

Private equity Trade sale IPO Other

m Ist Half 2012 = 2nd Half 2012

AUSTRALIAN INSTITUTE |1 15100 2000 eimmoes i o s o et e o e 2ot
of COMPANY DIRECTORS # you exp P -
Base: All respondents n=540
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Current level of government spending on infrastructure 49

Nearly 90 per cent of directors continue to believe that the current level of government spending on infrastructure is too low.

Opinion on current level of government spending on infrastructure (%)

Net
Balance i Net
1st Half 3 . . Balance
2012 Low © High ! ondpgif
Net) | (Net) | 2012
Current level of : :
government 1
-82 spending on
infrastructure 87 5 -82

= Far too low = A little low About right = A little high = Far too high

I1: In your opinion, is the current level of Government spending on infrastructure...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS




Embargoed until 10.30am, 14 November 2012

Building of National Broadband Network (NBN) 50

In line with 15t half 2012 results, sentiment regarding the building of the NBN remains divided, with more than 40 per cent of
directors agreeing that the NBN is a positive thing for Australia and more than 40 per cent of directors in disagreement with this

statement.

Is the building of the National Broadband Network a
positive thing for Australia? (%)

N Net
Net . : . Balance
Balance Disagree | Adree : ondpHglf
1st Half : L 201
Net : Net ! 2012
2012 : ;
Building of the
national i :
2 broadband 44 | 43 | -1
network — : :

Positive?

= Strongly disagree ~ Somewhat disagree = Undecided =Somewhat agree mStrongly agree

12: To what extent do you agree or disagree that the building of the National Broadband Network is a positive thing for Australia?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Top 5 areas of infrastructure 51

In line with 1t half 2012 survey results, directors have identified roads as the most important area of infrastructure for
investment, followed by telecommunications, water supply and port infrastructure.

Top 5 areas of infrastructure in order of importance —

where 1 is the most important and 5 is the least (%) Total

1stHalf | 2nd Half
% .1 ) 3 4 =5 2012 | 2012

Road s v o
Telco networks s 55

Water supply 51 50

el 11 | 9 | a9 | 46

High speed rail 42 44
Regional transport 43 43
Urban rail 42 41

‘Green’ energy sources 44 41
Airport 29 33

Intercity freight 31 31
Nuclear power 25 22

Light rail 6 | 18
Coal power ﬂ 12 10
other 1 J1']1 5 4

I13: Please nominate the top 5 areas of infrastructure in order of importance for investment,

AUSTRALIAN INSTITUTE
in your opinion, where 1 is the most important area and 5 is the least important.

Of COMPANY DIRECTORS Base: All respondents n=540
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Embargoed until 10.30am, 14 November 2012

Level of “red tape”

Directors remain pessimistic regarding the level of “red tape” in the past 12 months, but are slightly less pessimistic about the level of
“red-tape” in future, compared to the findings of the 1st half 2012 survey. More than 70 per cent of directors identify administrative costs
and the time associated with complying with regulations as the aspect of “red tape” having the greatest impact on their business.

Net
Balance Level of “red-tape” — past and future Increase(d) | Decrease(d) | — oot
15 Half | o
2012 Nety | (Nety | 2012

Last 12 65 3 -62
months | :
Next 12 |

-65 months 58 4 -54 ¢

= |ncrease(d) alot “ Increase(d) a little ® Stay(ed) the same = Decrease(d) a little m Decrease(d) a lot

*Aspects of red-tape — most impact on business (%)

20
T > >

Dealing with

Admin costs/

Time complying S i
with regulations e follow-up

Understanding Receiving advice

L _ : -
RE1: In your opinion, over the last 12 months, has the level of “red-tape”.....? iNoteaNewlquestioniaskediinig=shalfi2012

RE2: What is your expectation of changes in the level of “red-tape” over the next 12 months?
RE2A: For your primary directorship, what aspect of ‘red-tape’ impacts your business the most?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Impact of “red tape” on business 54

More than 70 per cent of directors identify employing workers and workplace health and safety as the aspects of their
business most affected by “red tape”, followed by productivity and preparing /paying taxes.

: No :
Mod_erre]tte/ - Impact/Low | et Balance
# Impact of “red-tape” on... m%ga& . impact | ond qalf
—p—N . ‘ Net i 2012
e i

Employing workers 36 76 22 -54

Workplace health 40 o o s
and safety
Productivity 3 69 28 -4l
ying Tares I 0 28 4
Paying Taxes 3 :

Workplace Flexibility 30 n 66 32 -34
compliance ;

I ! |
Other 27 B s 7 | -2

= High Impact Moderate Impact Not Applicable = Low Impact = No Impact

m me

# Note: New question asked in 2" half 2012

RE2B: What impact (cost/time) does ‘red-tape’ have on the following areas of your business?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Percentage of board commitment on “red-tape” compliance 55

On average, directors rate “red-tape” compliance as consuming about one-quarter of their total board commitment. More
than half of directors believe that the level of board commitment spent on regulatory compliance has increased over the last
12 months.

#percentage of board commitment spent on ‘Red-tape’ compliance... (%)

35
Average:
30 ) 26%
Median: |
25 20% i
AL 18 |
15 :
10
5
0 0 o
2 3 5 10 15 18 20 25 30 35 40 45 - 50 60 65 70 80 100
- q Increased Decreased
#Over the last 12 months, has this commitment percentage...? (%) Net Balance
(Net) Net 2nd Half 2012
i 54 2 -52
= |ncreased a lot Increased a little Stayed the same = Decreased a lot m Decreased a little

RES8: In your primary Directorship, what percentage of your total board commitment is spent on regulatory or ‘red-tape’
compliance at present??

RE8a. Over the last 12 months, has this percentage of commitment...?
Base: All respondents n=540

# Note: New question asked in 2" half 2012

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Federal Government understanding of business 56
In line with 15t half 2012 survey results, disenchantment regarding the Federal Government’s understanding of business
remains, with nearly 80 per cent of directors maintaining the belief that the Federal Government lacks understanding of
business.
Does the current Federal Government understand business? (%)

Net Net
Balance ) i Balance
1st Half Disagree Agree ond Half

2012 Net . (Net) | 2012

“The current
Federal
-66 Government 3 78 12 -66
understands ‘ ‘
business”

m Strongly disagree © Somewhat disagree = Neither agree nor disagree = Somewhat agree m Strongly agree

RE3: To what extent do you disagree or agree with the statement "The current Federal Government understands business"?

Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Issues Federal Government should address in short term (part 1) 57

Infrastructure is still rated by directors as the top priority the Federal Government should address in the short term,
followed by productivity growth.

Top 5 issues of importance the Federal Government should address in the short
term - Where 1 is the most important issue and 5 the least (%) ond Half

4 .5 2012

% =] =2 3

#International
comperitivercss [ LA 3

# Regulation/
9 37

# Engagement with Asia -- n

(rise of China/India) 3 S 26
# Lack of skills in workforce/ “ 22

skills shortages
20
# Response to global 19

economic downturn

# Note: New statements added in 29 half 2012

RE4: Please nominate the top 5 issues of importance, in your opinion, that the Federal Government should
OA)(%SJMRQA_II\IAYNDI{;]QSEE'-Fg-F\I;E address in the short term, where 1 is the most important issue and 5 is the least important.

Base: All respondents n=540
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Issues Federal Government should address in short term (Part 2) 58

Natural disaster management systems and defence are rated by directors as the lowest short term priorities for the
Federal Government.

Top 5 issues of importance the Federal Government should address in the short Total
term - Where 1 is the most important issue and 5 the least (%) ond Half 2012
% 3 4 "5

.l .2
Federal Budget Deficit 17
Energy resources 14
Superannuation 13
# Water resources 12
NBN rollout 10
# Border protection 10
# Climate change 9

Emissi trading / Carb
missions trading / Carbon 9

Tax implementation

# Skilled immigration

# Housing shortages

Bm.
~

# Population planning

Defence ﬂ H 5

Natural disaster
management systems

# Note: New statements added in 2" half 2012

RE4: Please nominate the top 5 issues of importance, in your opinion, that the Federal Government should
OA)(%SJMRQA_II\IAYNDI{;]QSEE'-Fg-F\I;E address in the short term, where 1 is the most important issue and 5 is the least important.

Base: All respondents n=540
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Issues Federal Government should address in long term (part 1) 59

In line with the top short term priority that the Federal Government should address, infrastructure is also rated by
directors as the top long term priority, this is followed by international competitiveness and the ageing population.

#Top 5 issues of importance the Federal Government should address in the long term
- Where 1 is the most important issue and 5 the least (%) 2nd Half

2012
% m] =2 3
International
41

4 =5
45

41

38

36
“rise of chinarinciey  TE I ”

(rise of China/India)

27
Regulation/ 'red-tape’

24

23

22

Water resources
21
21

Industrial Relations

RE4A: Please nominate the top 5 issues of importance, in your opinion, that the Federal Government should
AUSTRALIAN INSTITUTE address in the long term (i.e.. in the next 5-20 years), where 1 is the most important issue and 5 is the least

of COMPANY DIRECTORS important.

Base: All respondents n=540

# Note: New question asked in 2nd half 2012
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Issues Federal Government should address in long term (part 2) 60

Natural disaster management systems and skilled immigration are rated as the least important long term priorities for
the Federal Government.

#Top 5 issues of importance the Federal Government should address in the long term Total
- Where 1 is the most important issue and 5 the least (%) ond Half
% ml =2 3 4 =5 2012

Population planning 19

o T e shortages EAIEM 19
Climate change“ 18
Superannuation 13

Federal Budget Deficit 10

Border protection 9
economic downturn 6
Housing shortagesﬂ. . 6
NBN rolloutl 5
Defence 5

Emissions trading /Carbon
Tax implementationl

NNN-
(62

Skilled immigration

Natural disaster

3
management systems: . m

# Note: New question asked in 29 half 2012

AUSTRALIAN INSTITUTE RE4A: P!ease nominate the top 5 issues of importance, in your opinion, that the Fed_eral Government should
address in the long term (i.e.. in the next 5-20 years), where 1 is the most important issue and 5 is the least
of COMPANY DIRECTORS oo e onaterm( years) P

Base: All respondents n=540
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Impact of Federal Government’s performance on business 61

Akin to 15t half 2012 survey results, directors maintain a pessimistic outlook regarding the impact of the Federal Government'’s performance
on business decision making and consumer confidence.

Effect of current Federal Government’s performance on... (%)

Net
Balance Net
1= Half | . Balance
2012 Negative | Positive | ond qalf
(Net) | (Net) | 2012
Your . |
= business | :
.. 1 70 i 7 i -63
decision ; ;
making

g3 Consumer
confidence

= Very negatively © Somewhat negatively No effect = Somewhat positively = Very positively

RES5: How is the current Federal Government’s performance affecting...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Impact of uncertainty of the future of the current parliament on business 62

In line with 15t half 2012 results, more than 60 per cent of directors believe that the lack of certainty regarding the future
of the current parliament is having a negative impact on their business decision making, while more than 80 per cent
believe it is negatively impacting consumer confidence.

Impact of the lack of certainty about the future of the current parliament on... (%)

Net
Balance Net
1= Half ! + Balance
2012 Negative | Positive | ond qalf
(Net) i (Net) | 2012
Your . |
61 pusiness i :
decision 67 0 -67 }
making
Consumer 1
confidence 83 1 -82

= Very negatively © Somewhat negatively No effect = Somewhat positively ®Very positively

RE6: What is the impact of the lack of certainty about the future of the current parliament on...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Impediments to productivity growth 63

Directors identify general economic conditions and concerns as the top impediment to productivity growth in their
business, followed by workplace relations laws and regulations, as well as government policy.

# Top 3 impediments to productivity growth in your business.

Where 1 has the most impact and 3 has the least impact (%)
% ml =2 3 2012

General economic
laws/ regulations 16 15 42
Lack of skills in workforce/
Workplace culture n 24
Quality of management n 23
Technological
constraints 2 15
Lack of available credit 14

Other ! 5

# Note: New question asked in 2" half 2012

RE9: Please nominate the top 3 impediments, in your opinion, to productivity growth in your
?%SJMRQA_II\IAYNDI{\HQSEE:FgEE business/primary directorship, where 1 has the most impact and 3 has the least impact.
© Base: All respondents n=540
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Current governance regulations under the Corporations Act

In line with 15t half 2012 results, more than half of directors believe that current governance regulations under the
Corporations Act are onerous.

Are current governance regulations under the Corporations Act...? (%)

Net

Balance |
152t(l)—|aélf Onerous | Weak

1 i

=< Net | Net

Are current |

governance ‘

51 regulations i

under the 10 3 S7 3
Corporations ‘
Act...?

= Far too onerous Somewhat onerous About right =Somewhat weak = Far too weak

L1: In your opinion, are current governance regulations under the Corporations Act ...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Net
Balance
2nd Half

2012

-54
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Impact of Commonwealth or state legislation on director liability 66

AKin to 1st half 2012 results, more than 40 per cent of directors still believe that Commonwealth or state legislation on director liability
has a negative impact on their business decisions and willingness to continue on a board, while more than half of directors maintain the
belief that director liability legislation negatively impacts their willingness to accept new board appointments.

How Commonwealth or state legislation on directors’ liability is affecting...(%)

Net Net
Balance ) i o . Balance
1st Half Negatively | Positively . 2nd Half

2012 Net i Net i 2012

-39 Your business g il 1 46 S -41

decision making

Your willingness | ,
-38  tocontinueona P 2 44 2 ! -42
board ’ i

Your willingness
to accept new ; |
-54 board (IR 2 55 2 . -53
appointments ? !

= Very negatively © Somewhat negatively No effect = Somewhat positively = Very positively

L2: How is Commonwealth or state legislation on directors’ liability affecting...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS




Impact of legal judgments on director liability
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Directors are more pessimistic regarding the impact of legal judgements on director liability. More than 40 per cent of directors believe
that legal judgements negatively affect their business decision making and willingness to continue on a board, and more than half believe
that legal judgements negatively affect their willingness to accept new board appointments.

Net

Balance

1st Half
2012

-25

L2a: To what extent do legal judgments, such as the recent Centro case ruling, affect...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Your business
decision
making

Your
willingness to
continue on a

board

Your
willingness to
accept new
board
appointments

= Very negatively

How legal judgments affect directors’ liability (%)

Somewhat negatively

Negatively
Net ' Net
1 41 10
4 43 4
3 54 3

No effect = Somewhat positively = Very positively

Positively |

Net
Balance
2"d Half

2012

-318

39§

51}
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Adequacy of Directors and Officers insurance

In line with 15t half 2012 survey findings, nearly 80 per cent of directors perceive their business’ Directors and Officers
insurance as adequate, or about right.

Adequacy of business’ Directors and Officers Insurance (%)

Net
Balance ;
1st Half Inadequate : Adequate
2012 Net - (Net
Adequacy of
business’ i
5s Directors and 21 3 20
Officers 3
insurance

= VVery inadequate © Somewhat inadequate ™ About right = Somewhat adequate = Very adequate

L3: How adequate is your business' Directors and Officers insurance?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Net
 Balance
\ 2nd Half

2012




Directors continue to remain pessimistic regarding the adequacy of public company remuneration reports, with 40 per cent of
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Adequacy of public company remuneration reports

directors perceiving public company remuneration reports as inadequate.

Net

Balance
1st Half

2012

-21

Adequacy of public company remuneration reports (%)

Inadequate ! Adequate
Net Net

Adequacy of
public company
remuneration

40 | 16
reports :

= \Wholly inadequate = Somewhat inadequate = Aboutright = Somewhat adequate = Very adequate

RI1: What is your view of the adequacy of public company remuneration reports?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
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Net

 Balance
. 2nd Half

2012

-24
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Reform of laws and regulations governing public company remuneration 70

Directors have assigned less importance to the priority of the reform of laws and regulations governing public company
remuneration in the 2" half of 2012, with half of directors believing it should be a low priority.

Level of priority of the reform of laws and regulations governing
public company remuneration (%)

Net ‘ . Net
Balance @ mﬂ . Balance
1stHalf Priority . Priority ! ond ygif

2012 Net . (Net . 2012
Priority of the
reform of laws 3 ;
34  and regulations 50 23 27 4
governing public 1 !
company
remuneration

= Avery low priority Quite low priority No opinion = Quite high priority ®= Very high priority

RI2: In your opinion, should further laws and regulations governing public company remuneration be...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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International Financial Reporting Standards (IFRS)

Sentiment regarding the IFRS remains slightly pessimistic in the 2"? half of 2012, with one quarter of directors
perceiving the functionality of the IFRS as dysfunctional.

Functionality of the International Financial Reporting Standards (IFRS) (%)

Net ‘ .
Balance . Working
1st Half Dysfunctional Well

2012 Net Net
Functionality

-8 25 i 17
of the IFRS ;

= Very dysfunctional Quite dysfunctional No opinion = Working quite well = Working very well

RI3: In your opinion, is the International Financial Reporting Standards (IFRS) system...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

Net
Balance
2nd Half

2012
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Current AGM system 73

Increased optimism about the current AGM system, with more than 30 per cent of directors of the opinion that the current AGM
system is working well.

........................................................................................................................................................................................................................................................................................

Functionality of the current AGM system (%)

Net ‘ . ; Net
Balance | Working | BaEce
1st Half Dysfunctional | Well | ond Half

2012 Net | Net . 2012
Functionality 1 :

1 ofcurrent % 35 27 36 91
AGM system ! ‘

= VVery dysfunctional Quite dysfunctional No opinion =Working quite well ®=Working very well

SR1: In your opinion, is the current AGM system...?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS
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Personal perception of company directors’ ethics 4

Overall, directors are optimistic in their perception, and public perception of company directors’ ethics. Most directors perceive
Australian companies as more ethical than overseas listed companies. Public perception of company director ethics is slightly less
optimistic, with more than half of directors believing that the public perceives overseas listed companies as unethical.

........................................................................................................................................................................................................................................................................................

Net
~“How do you, personally, perceive the ethics of directors of ... (%) o . | Balance
Unethical : Ethical | ondqgif

Net . (Net) | 2012

Australian listed i i
5 . 93 | 881

Australian non- i
companies 7 87 gof

companies i

) | . . . _ Net
How do you think the general public perceive the ethics of directors of ... (%) : , Balance
Unethical | Ethical | ndpygif

Net . (Net) 2012

Australian listed
public companies

Australian non-

B - - o
companies
o listed 53 | 35 | -181
Sl | |

= Totally unethical “ Generally unethical = Noopinion = Generally ethical = Totally ethical

EI3: How do you, personally, perceive the ethics of...?
El4: How do you think the general public perceive the ethics of...?

Base: All respondents n=540 ~ Note: Answer scale changed in 2" half of 2012
onwards
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Directors’ rights to trade in their company’s shares 75

In line with 15t half 2012 survey results, more than 80 per cent of directors believe that directors should be allowed to trade in
shares of their own companies, however about 60 per cent of these directors maintain the belief that directors should be
limited to trade in shares of their own companies, within prescribed trading windows only.

Should directors be allowed to trade in shares of companies of which they are a director? (%)

Net Net
Balance 1 . Balance
15t Half Totally | *Allowed ' 5nd gt

2012 Banned | (Net) | 2012

Directors’ rights

62 to trade in their 19 19 81 62

company’s shares

= Totally banned from trading = Prescribed trading windows only ™ Trading at discretion of chairman/board = Trade at their own discretion

El5:What is your opinion on whether directors should be allowed to trade in shares of companies of * Note: Allowed (Net) = Prescribed trading
which they are a director?

windows only + trading at discretion of
Base: All respondents n=540 chairman/board + Trade at their own discretion
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Extent of change/importance of ESG issues - next 2 years 77

An increased proportion of directors perceive Environmental, Social and Governance (ESG) issues as important within their
business, with nearly 30 per cent perceiving it to be very important. Fewer directors believe that ESG regulation relating to climate
change, Occupational Health and Safety and industrial relations will increase over the next 2 years.

Importance of ESG issues within business (10-pt scale, where 1 is ‘not at all important’
and 10 is ‘extremely important’) (%)

Net i E Net
Balance Not Balance
1st Half Important | Important : 2ndHalf

2012 (Bottom3 Net) (Top 3 Net) 2012

6 21 | 18 | 18 | 17 |65 | P

5 5 1

= Notatallimportant(1) 2 » 3 m4 s 56 s 7 =8 =9 m Extremely important (10)

5 % Extent of change of Environmental, Social and Governance Likelvto | Likelvto | Net
ﬁ (ESG) issues - next 2 years (%) 0 Y72 | Balance
201a2 Decrease : Increase | ondpHglf

Net E 2012

o N P
70 Industrial relations 6 65 591

= Likely to decrease a lot "Likely to decrease a little =Likely to remain stable =Likely to increase a little =Likely to increase a lot

CS2: How important is ESG within your business on a scale of 1 to 10 where 1 is not at all important
and 10 is extremely important?

AUSTRALIAN INSTITUTE CS1: To what extent, if any, do you expect regulation over the area of Environmental, Social and

Of COMPANY DIRECTORS Governance (ESG) issues to change over the next 2 years, in relation to....?

Base: All respondents n=540
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Effect of carbon price on business/business effort in reducing carbon footprint 78

Following the implementation of the Carbon Tax legislation, there is decreased pessimism regarding its impact on business,
with half of directors of the belief that the Carbon Tax affects their business negatively. Akin to 15t half 2012 results, 85 per
cent of directors maintain the belief that their business is making some effort to reduce its carbon footprint.

et "Is the legislation for the Carbon Tax affecting your business negatively or positively? (%)
Net

Net
Balance ) 3 . Balance
1st Half Negatively | Positively | ond pygif
2012 Net) | (Net) | 2012
How is the !
Carbon Tax ! :
-54 : i o
affecting your 12 3| ZEE 5 5 5 481

business?

= Very negatively © Somewhat negatively Not affecting = Somewhat positively = Very positively

Effort . . ) . Effort
N How much effort is your busm_ess making to reduce its (Net)
1st Half carbon footprlnt? (%) ond Half
2012 2012

Effort your
business is
84 making to reduce 85
its carbon
footprint

= No effort A little effort = A lot of effort

~ Note: Question reworded for 2" half 2012 onwards

due to implementation of Carbon Tax.
CC1: Is the Carbon Tax affecting your business negatively or positively?

AUSTRALIAN INSTITUTE CC2: How much effort is your business making to reduce its carbon footprint?
of COMPANY DIRECTORS Base: All respondents n=540
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Impact of Carbon Tax on business 9

In line with 15t half 2012 survey results, most directors still believe that the Carbon Tax will have a negative impact on energy costs,
domestic prices and non-energy costs, but to a lesser extent in the current survey. Directors are less pessimistic about the effect of the
Carbon Tax on staff numbers and domestic sales revenue, however there is increased pessimism regarding its impact on profit.

Net Net
Balance Likelyto Likelyto pggjance
1t Half Effect of Carbon Tax on your business (%) decrease , increase . 2nd Half

2012 Net) '@ (Net) | 2012

58 Domestic prices 1| 6 49 43 )
48 Non-Energy Costs I2 3 43 40 §}
19 Export Prices 1| I2 7 19 12 }
EmE > v 2
18 4 -14
gl1 18 4 14 1

E
| i :

-20 Investments 26 7 19
3

2 Capital Expenditure
-13 Export Sales Revenue

-23 Staff numbers 1

Domestic Sales
Revenue

E|1 27 7 201
|1 51 . 5 | -6l

m | ikely to decrease a lot = Likely to decrease a little = Likely to remain stable = Likely to increase a little = Likely to increase a lot

-21 Profit

CC1b:How do you expect the following items in your business to be affected by the announced Carbon Tax?
Base: All respondents n=540
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Perceived impact on business of abolishing Carbon Tax 80

More than half of directors agree that the abolishment of the Carbon Tax would have a positive impact on their business
(a higher proportion compared to 1%t half 2012 survey results).

"How would abolishing the Carbon Tax affect your business? (%)

Net Net
Balance . 3 . . Balance
1st Half Negatively ! Positively | 2nd Half

2012 Net) | (Net) | 2012

How would | ‘
abolishing the ‘

o4 Carbon Tax pl 11 57 . 46 ¢

affect your | ;
business?

= Very negatively Somewhat negatively Not affecting ®= Somewhat positively = Very positively

CCl1c: How would you expect abolishing the Carbon tax to affect your business? ~ Note: Question reworded for 2nd Half 2012 onwards
Base: All respondents n=540 due to implementation of the Carbon Tax

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS




0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesesssssssssssscsoses

Directorships and diversity

0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesesssssssssssscsoses

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS Ipsos



Embargoed until 10.30am, 14 November 2012

Board diversity: policy and efforts to increase

In line with 15t half 2012 results, more than 30 per cent of directors have a documented policy on board diversity within their
organisation. More than 60 per cent of directors believe that their business is actively seeking to increase diversity of their board in

terms of skills, and more than 40 per cent in the area of gender.

Does your organisation have a documented policy on board diversity? (%)

.. t
—_

In preparation

m st Half 2012 = 2nd Half 2012

To what extent is your board actively seeking to increase diversity of board membership in

the following areas? (%)" Notactively ~ Actively
Net Net
Gender 23 a1
Age 28 28
Skills 13 66
Ethnicity 32 24

= Not at all actively © Not very actively Not relevant = Somewhat actively = Very actively

Net

Balance

2nd Half
2012

18
0)
53

~ Note: Question reworded with segmentation

BD1: Does your organisation have a documented policy on board diversity?

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS areas?

Base: All respondents n=540

BD2a: To what extent is your Board actively seeking to increase diversity in the following

for 2nd Half 2012 onwards




Embargoed until 10.30am, 14 November 2012

Change in number of personal directorships — next 12 months 83

More than half of directors maintain the belief that there will be no change in the number of their directorships over the coming
year, however more than 30 per cent of directors predict an increase in directorships within the next 12 months (a higher
proportion compared to 15t half 2012 survey results).

Change in the number of your directorships over the next 12 months (%)

Net | - ! Net
Balance Likelyto | Likely to | Balance
1st Half Decrease | Increase : ondpgalf

2012 (Net) | (Net) | 2012

Change in no.
1 of personal 13 .3 . 20t

directorships

m | jkely to decrease by >2 = Likely to decrease by 1-2 = Likely to stay the same = Likely to increase by 1-2 = Likely to increase by >2

BD3: What change, if any, do you expect in the number of your directorships over the next 12 months?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
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Factors influencing your willingness to serve on a board

84

Most directors believe that director liability and compliance requirements negatively impact their willingness to serve on a board, and
to a greater extent in the 2nd half of 2012. About 80 per cent of directors believe that the contribution they make to the economy and

society positively effects their willingness to serve on a board.

Factors influencing your willingness to serve on a board (%)

Net
BaEce ! ; Net
1st Half . : L : Balance
Sols Negatively | Positively | ond qg|f
- Net ! Net i 2012
Director liability 1
-54 (based on current 12 4 66 4 . -621
legislation) 3
Compliance ‘
) requirements
38 (based on current H 157 7 } 50}
legislation) ‘
9  Remuneration for i 18 26 . 8
non-executive !
directors
WA o 56 25 2 8L | 79
#Contribution to !
economy/society

= Very negatively © Somewhat negatively = No effect = Somewhat positively ®mVery positively

BD4: How do the following things influence your willingness to serve on a Board?
Base: All respondents n=540

AUSTRALIAN INSTITUTE
of COMPANY DIRECTORS

# New statement added 2" Half 2012
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