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- Corporate Governance Statement for Otto Energy Limited -

CORPORATE GOVERNANCE STATEMENT SEPTEMBER 2015

The Board of Otto ("Board") is committed to ensuring that the Company's obligations and responsibilities to its various stakeholders are fulfilled through its corporate
governance practices. The Directors and their executive management undertake to perform their duties with honesty, integrity, care and due diligence, to act in good faith
in the best interests of the Company in a manner that reflects the highest standards of corporate governance.

The Company's Board and management are committed to a high standard of corporate governance practices, ensuring that the Company complies with the Corporations
Act 2001 (Cth), ASX Listing Rules, Company Constitution and other applicable laws and regulations.

The Company has followed the ASX Corporate Governance Council's Principles and Recommendations ("Principles and Recommendations") where the Board has
considered the recommendations to be an appropriate benchmark for its corporate governance practices.

Where, after due consideration, the Company's corporate governance practices depart from a recommendation, the Board has offered full disclosure and reason for
adoption of its own practice, in compliance with the "if not, why not" regime.

Principle Recommendation Conform Disclosure

(Y/N)

Lay solid foundations for 1.1 Alisted entity should disclose:
management and oversight

Refer to the Board Charter.

(a) the respective roles and responsibilities of its Y
board and management; and
(b) those matters expressly reserved to the board Y
and those delegated to management
1.2 A listed entity should: The Board's policy and procedure for the selection, nomination and
appointment of new directors and the re-election of incumbent directors
(a) undertake appropriate checks before appointing is as follows:
a person, or putting forward to security holders a . . . . . . .
candidate for election. As a Director: and The Board, in conjunction with the Selection and Appointment of Directors
! Y Policy, oversees the appointment and induction process for directors and
(b) provide security holders with all material the selection, appointment and succession planning process of the
information in its possession relevant to a Company's Chief Executive Officer. When a vacancy exists or there is need
decision on whether or not to elect or re-elect a for particular skills, the Board determines the selection criteria based on

Director. Y the skills deemed necessary.
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Principle Recommendation C?{('l;oNr)m Disclosure
The Board identifies potential candidates with advice from an external
consultant if required. Those nominated are assessed by the Board against
background, experience, professional skills, personal qualities, whether
the nominee's skills and experience will augment the existing Board, and
their availability to commit themselves to the Board's activities. The Board
then appoints the most suitable candidate. Board candidates must stand
for election at the next general meeting of shareholders.
When directors are due for re-election, the Board does not endorse the
reappointment of a director who is not satisfactorily performing the role

1.3 A listed entity should have a written agreement A written letter with each Director outlines personal obligations and
with each Director and senior executive setting responsibilities as a Director, and provides them with other information to
out the terms of their appointment. assist them fulfil the role of Director properly.

Contracts of employment are entered into with all senior executives.

1.4 The Company Secretary of a listed entity should The Company Secretary's role is to support the effectiveness of the Board
be accountable directly to the Board, through the and its committees. The Company Secretary's role includes, but is not
Chair, on all matters to do with the proper limited to:
functioning of the Board. v

+ advising the Board and its Committees on governance matters;

+ monitoring the Board and Committee's policies and procedures
are followed;

+ coordinating the timely completion and despatch of Board and
Committee papers;

+ ensuring that the business at Board and Committee meetings is
accurately captured in the minutes; and

+ helping to organise and facilitate the induction of Directors.

Each director of the Company is able to communicate directly with the
company secretary and vice versa. More information in the board
Charter.
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1.5 A listed entity should:

(a)

(b)
(c)

M

@)

©)

(b)

have a diversity policy which includes
requirements for the Board or a relevant
Committee of the Board to set measureable
objectives for achieving gender diversity and to
assess annually both the objectives and the
entity's progress in achieving them;

disclose that policy or summary of it; and

disclose at the end of each reporting period the
measurable objectives for achieving gender
diversity set by the Board or a relevant
Committee of the Board in accordance with the
entity's diversity policy and its progress towards
achieving them, and either:

the respective proportions of men and women on
the Board, in senior executive positions and
across the whole organisation (including how the
entity defined “senior executive” for these
purposes); or

if the entity is a “relevant employer” unde

1.6 A listed entity should:

have and disclose a process for periodically
evaluating the performance of the board, its
committees and individual directors; and The
Board undertakes an annual evaluation of its
effectiveness as a whole against a broad range of
good practice criteria. The chairman reviews the
individual performance of each Board

disclose, in relation to each reporting period,
whether a performance evaluation was
undertaken in the reporting period in accordance
with that nrocess

The Company has an established Diversity Policy which provides a
framework for the Company to achieve the following objectives:

The Workplace Gender Equality Act, the entity's most recent "Gender
Equality Indicators", as defined and published under the Act.

« adiverse skilled workforce, leading to continuous improvement
in service delivery and achievement of corporate goals;

+ aworkplace culture characterised by inclusive practices and
behaviours for the benefit of all staff;

+ improved employment and career development opportunities
for women;

+ awork environment that values and utilises the contributions of
employees with diverse backgrounds, experiences and
perspectives through improved awareness of the benefits of
workforce diversity and successful management of diversity; and

+ awareness in all staff of their rights and responsibilities with
regards to fairness, equity and respect for all aspects of diversity.

In addition to the above objectives, the Company now reports to the
Workplace Gender Equality Agency. The Workplace Gender Equality Act
2012 has introduced a new reporting and compliance framework.

The Board undertakes an annual self-assessment evaluation of the board,
its committees and individual directors in accordance with industry
standards.

The Board has undertaken its 2015 annual self-assessment performance
survey with the results being collated and individual feedback being
provided by the Chairman to Directors.
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1.7 A listed entity should:

(a) have and disclose a process for periodically

evaluating the performance of its senior
executives ; and

(b) disclose, in relation to each reporting period,

whether a performance evaluation was

undertaken in the reporting period in accordance

with that process.

An annual review process is undertaken when consideration is given to
any reward under the short term incentive arrangements.

The review process is completed by March each year.

The Remuneration Committee has convened to assess the 2015/2016
Corporate Objectives, KPI’s and interaction with the performance
evaluation and remuneration policy.

2 - Structure the Board to
add value

2.1The Board of a listed entity should:

(a) have a Nomination Committee which:

(1) has at least three members, a majority of
whom are independent Directors; an

(2) is chaired by an independent Director, and
disclose

(3) the charter of the Committee;

(4) the members of the Committee; and

(5) asatthe end of each reporting period, the
number of times the Committee met
throughout the period and the individual
attendances of the members at those
meetings; or

(b) if it does not have a Nomination Committee,

The Company does not currently have a separate Nomination Committee.
The Board has decided that no efficiencies will be achieved by establishing
a separate Nomination Committee. The Board carries out the duties that
would otherwise be undertaken by the Nomination Committee, within the
Nomination and Remuneration Committee, the latter assisting with the
review of the Board's size and composition, its committees and committee
charters and to evaluate Board candidates and recommend to the Board
individuals for Board appointment/shareholder election.

Each director is requested to participate in the nomination process having
in mind the range of skills, experience and expertise required for the
effective functioning of the Board in discharging its responsibilities
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Principle

Recommendation

Conform

(Y/N)

Disclosure

disclose that fact and the processes it employs to
address Board succession issues and to ensure that
the Board has the appropriate balance of skills,
knowledge, experience, independence and diversity
to enable it to discharge its duties and
responsibilities effectively.

2.2 Alisted entity should have and disclose a Board
skills matrix setting out the mix of skills and
that the board currently has or is looking to
in its membership.

Refer Appendix A.

2.3 A listed entity should disclose:

(a) the names of the Directors considered by the
board to be independent Directors;

(b) if a Director has an interest, position, association
or relationship of the type described in Box 2.3
the Board is of the opinion that it does not
compromise the independence of the Director;
nature of the interest, position, association or
relationship in question and an explanation of
the Board is of that opinion; and

(c) the length of service of each Director.

Under the Constitution, the Board shall comprise not less than three
directors.

Information relating to the directors of the Company, including
they are independent, their skills, experience, expertise, and period of
office they have held is contained in the Directors' Report section of
Annual Report or on ASX announcements if appointed subsequent to
completion of the Annual Report.

2.4 A majority of the board of a listed entity should
be independent.

Refer 2.3.

2.5 The Chair of the Board of a listed entity should
be an independent Director, and in particular,

should not be the same person as the CEO of the
entity.

The Chairman of the Board, is an independent, non-
executive Director.

The Chairman is responsible for the leadership and effective
performance of the Board, to facilitate the effective contribution of all
Directors and promote constructive and respectful relations between
Board members and management. The Chairman's responsibilities are
set out in more detail in the Board Charter.
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Principle Recommendation Conform |Disclosure
(Y/N)
2.6 A listed entity should have a program for Y
inducting new Directors and provide appropriate An induction program is provided for directors new to the company to
professional development opportunities for familiarise themselves with the Company. Professional Development
Directors to develop and maintain the skills and requirements are addressed at the time of Chairman reviews or as
knowledge needed to perform their role as circumstances require.
Directors effectively. New Directors are also provided the opportunity to visit the Company's
operations and meet with senior employees.
3 A Iisted entity should.act 31 A listed entity should: Y The Company has an established Corporate Code of Conduct ("Code") to
ethically and responsibly L . guide compliance with legal, ethical and other obligations to legitimate
(a) have a code of conduct for its Directors, senior - ) .
executives and employees; and Y stakeholdlers and the respon5|b.|llty and. acco‘unta.ablllty req.U|red of .the
Company's personnel for reporting and investigating unethical practices
(b) disclose that code or a summary of it. or circumstances where there are breaches. The Code underpins the
Company's commitment to integrity and fair dealing in its business
affairs and a duty of care to all Directors, officers, employees and
consultants of the Company, who are committed to implementing the
Code and each individual is accountable for such compliance.
The Code is disclosed on the Company's website.
4. Safeguard integrity in 4.1 The Board of a listed entity should: The Board has an established Audit and Risk Committee.
corporate reporting (a) have an Audit Committee which:
(1) has at least three members, all of whom are Y The Audit and Risk Committee established by the Board has three,
non-executive Directors and a majority of whom independent, non-executive Directors.
are independent Directors; and Y
Y
The Audit and Risk Committee has a formal charter in place and is
(2) Is chaired by an independent Director, who is disclosed on the Company website. The charter defines the Audit and
not the chair of the Board, and disclose: Risk Committee's function, composition, mode of operation, authority
and responsibilities.
Information relating to the Directors of the committee, their skills,
(3) the charter of the Committee; Y experience, expertise and the number of times the committee met
(4) the relevant qualifications and experience of the throughout the period is contained in the Directors' Report section of
members of the Committee; and \% the Annual Report
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Principle Recommendation Conform |Disclosure
(Y/N)
Y

(5) in relation to each reporting period, the number
of times the Committee met throughout the
period and the individual attendances of the
members at those meetings; or

N/A

(b) if it does not have an Audit Committee, disclose
that fact and the processes it employs that
independently verify and safeguard the integrity
of its corporate reporting, including the processes
for the appointment and removal of the external
auditor and the rotation of the audit engagement
partner.

4.2 The Board of a listed entity should, before it Y The Chief Executive Officer and Chief Financial Officer confirm in writing
approves the entity's financial statements for a that the declaration provided in accordance with section 295A of the
financial period, receive from its CEO and CFO a Corporations Act 2001, that, in their opinion, the financial records of the
declaration that, in their opinion, the financial Company for a financial year have been properly maintained in
records of the entity have been properly accordance with the Act and that the financial statements and the notes
maintained and that the financial statements for the financial year comply with the accounting standards and give a
comply with the appropriate accounting standards true and fair view of the financial position and performance of the
and give a true and fair view of the financial Company. The declaration is given before the Directors approve the
position and performance of the entity and that the financial statements for the financial year.
opinion has been formed on the basis of a sound
system of risk management and internal control
which is operating effectively.

4.3 A listed entity that has an AGM should ensure Y The Company ensures the external auditor's lead engagement partner
that its external auditor attends its AGM and is attends the Annual General Meeting to answer questions concerning the
available to answer questions from security holders conduct of the audit, the preparation and content of the auditor's
relevant to the audit. report, accounting policies adopted by the Company and the

independence of the auditor in relation to the conduct of the audit.
Y

5. Make timely and
balanced disclosure

5.1 A listed entity should:

(a) have a written policy for complying with its

To ensure the Company complies promptly with its continuous
disclosure obligations, the Board has established a written policy on
information disclosure and relevant procedures for reporting any
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Principle Recommendation Conform |Disclosure
(Y/N)
continuous disclosure obligations under the Listing o
Rules; and reasonable person would expect may have a material impact upon the
price or value of the Company's shares or which when issued would
(b) disclose that policy or a summary of it. prevent the emergence of a false market in the Company's shares.
The focus of these procedures is on continuous disclosure compliance
and improving access to information for investors by notifying the ASX,
posting releases on the Company website, and issuing media releases.
The Company has formalised both its Continuous Disclosure and
Shareholder Communications Policies, which are contained in the
Corporate Governance section available on the Company website.
6. Respect the rights of 6.1 A listed entity should provide information about Y The Company has implemented an Investor Communications Policy to
security holders itself and its governance to investors via its ensure that shareholders and the financial market have timely access to
website. material information concerning the Company. The Policy details how
information is communicated.
The Company website provides a platform to disclose official ASX
releases of material information and periodic reports, press releases,
notices and presentations as well as a mechanism for shareholders to
contact the Company through the website material request form. This
information is easily accessible to the public with electronic
communication options.

6.2 Alisted entity should design and implement an y Refer 6.1
investor relations program to facilitate effective
two-way communication with investors.

6.3 A listed entity should disclose the policies and y The Board encourages full participation of shareholders at the Annual
processes it has in place to facilitate and General Meeting, to ensure a high level accountability and identification
encourage participation at meetings of security with the Company's strategy and goals. Important issues are presented
holders. to the security holders as single resolutions.

6.4 A listed entity should give security holders the y Shareholders are able to make contact with and receive communications

option to receive communications from, and send
communications to, the entity and its security
registry electronically.

from both the Share Registry and the Company electronically.

In addition, through the Company's Share Registry, Link Market Services
Limited ("Link"), shareholders can find many of the investor services

available online through the Link Investor Services Centre, where
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Principle

Recommendation

Conform

(Y/N)

Disclosure

shareholders can:

+ create and manage investor portfolios,

+ view shareholdings, balances, payment history, tax
statements and any Dividend Reinvestment Plans (DRP),

+ update their personal details including address, payment
instructions, and Tax File Number (TFN) / Australian
Business Number (ABN),

+ modify communication elections and register to receive all
company announcements electronically (which includes
Notice of Meetings and Annual Reports),

+ access proxy voting facilities,

+ access forms; and

+ create custom groups for portfolios with many holdings.

7 Recognise and manage
risk

7.1The Board of a listed entity should:

(a) have a committee or committee to oversee risk,
each of which:

(1) has at least three members, a majority of whom
are independent directors; and

(2) is chaired by an independent Director,

and disclose:

(4) the members of the committee; and

(5) as at the end of each reporting period, the
number of times the committee met throughout
the
period and the individual attendances of the
members at those meetings; or

< < < =< =<

The Company has established and disclosed on its website its Risk
Management Policy in accordance with this recommendation.

The Board considers identification and management of key risks
associated with the business as vital to maximise shareholder wealth.
The Board determines the Company's risk profile and is responsible for
overseeing and approving risk management strategies and policies,
internal compliance and internal control. The Board has responsibility for
implementing the risk management systems and Risk is included as a
Board Agenda Item

Refer to Principle 4 re composition of Committee.

The Audit Committee has a formal charter in place and is disclosed on
the Company website. The charter defines the Audit Committee's
function, composition, mode of operation, authority and responsibilities.
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Principle Recommendation Conform |Disclosure
(Y/N)

(b) if it does not have a risk committee or N/A Information relating to the Directors of the committee, their skills,
committees that satisfy (a) above, disclose the experience, expertise and the number of times the committee met
fact and the processes it employs for overseeing throughout the period is contained in the Directors' Report section of
the entity's risk management framework. the Annual Report.

7.2 The Board or a committee of the Board should:

Y
The Board identifies operational risk categories to assist with risk

(a) review the entity's risk management framework identification, measurement and provide a basis for organising and
at least annually to satisfy itself that it continues reporting outcomes. It also identifies the mitigating practices &
to be sound; and Y controls identified by management. This is reviewed at least annually

(b) disclose, in relation to each reporting period, by the Audit Committee.
whether such a review has taken place. Management have identified operational risk categories and the

framework is under development and will be completed in 2015.

7.3 Alisted entity should disclose: N

(a) ifit has an internal audit function, how the The Company does not have an internal audit function.
function is structured and what role it performs;
or

(b) if it does not have an internal audit function, The processes employed to manage wha‘t an intgrnal audit function

. . would carry out are set out in the Audit Committee charter under
disclose that fact and the processes it employs for .
. . . . section 4.3.
evaluating and continually improving the
effectiveness of its risk management and internal
control processes.
Y

7.4 A listed entity should disclose whether it has any
material exposure to economic, environmental
and social sustainability risks and , if it does, how
it manages or intends to manage those risks.

Risk management is included within all operational board agenda items
and identification and management of risks are incorporated into the
board reporting framework.
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Principle Recommendation Conform |Disclosure
(Y/N)
8. Remunerate fairly and 8.1 The Board of a listed entity should: The Board has an established Remuneration Committee.
responsibly (a) have a Remuneration Committee which:
1) has at least three members, a majority of whom . . .
M . . jortty The Remuneration Committee established by the Board has three,
are independent Directors; and ind dent tive Direct
. . . ) independent, non-executive Directors.
(2) is chaired by an independent Director, y P
and disclose:
Y The Remuneration Committee has a formal charter in place and is
(3) the charter of the committee; disclosed on the Company website. The charter defines the
(4) the members of the committee; and Y Remuneration Committee's function, composition, mode of operation,
(5) as at the end of each reporting period, the authority and responsibilities.
number of times the committee met throughout Y Information relating to the Directors of the committee, their skills,

the period and the individual attendances of the
members; or

experience, expertise and the number of times the committee met
throughout the period is contained in the Directors' Report section of
the Annual Report.
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Principle

Recommendation

Conform

(Y/N)

Disclosure

(b) if it does not have a Remuneration Committee,
disclose that fact and the processes it employs
setting the level and composition of
for Directors and senior executives and ensuring
that such remuneration is appropriate and not
excessive.

N/A

8.2 A listed entity should separately disclose its
policies and practices regarding the
non-executive Directors and the remuneration
executive directors and other senior executives.

The information provided in the Remuneration Report is audited as
required by section 308(3C) of the Corporations Act 2001.

8.3 Alisted entity which has an equity-based
remuneration scheme should:

(a) have a policy on whether participants are
permitted to enter into transactions (whether
through the use of derivatives or otherwise)
limit the economic risk of participating in the
scheme; and

(b) disclose that policy or a summary of it.

Participants in the Long Term Incentive Plan are prohibited from entering
into any scheme or arrangement under which they "hedge" or alter the
economic benefit that they may derive in respect of their performance

rights.
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APPENDIX A

BOARD OF DIRECTORS

Matthew Allen (MD) Rick Crabb John Jetter [an Macliver [an Boserio Rufino Bomasang
Appointment Date
Month/Year Jun-15 Nov-04 Dec-07 Feb-04 Sep-10 Aug-06
Term Expiration Date
Month/Year N/A AGM AGM AGM AGM AGM

Skills and Experience

ASX Listed Board of Director
Experience

International Experience

Complex Organisation
Experience

Financial Specialism - including
capital markets, corporate
finance, re-structuring

Energy Sector Experience

Legal

Ability to Chair Audit and Risk
Committee

Ability to Chair Remuneration
Committee
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