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ASX Regulatory and Public Policy Unit
Level 7, 20 Bridge St
SYDNEY NSW 2000
By email: regulatorypolicy@asx.com.au

To the ASX Corporate Governance Council

Proposed amendments to the ASX Corporate
Governance Council
Corporate Governance Principles and
Recommendations
Chartered Secretaries Australia (CSA) is the independent leader in governance and risk
management. As the peak professional body delivering accredited education and the most
practical and authoritative training and information in the field, we are focused on improving
organisational performance and transparency.
Company secretaries have primary responsibility in listed companies to deal with the Australian
Securities Exchange (ASX) and interpret and implement the Listing Rules. Our members deal
on a day-to-day basis with ASX and have a thorough working knowledge of the operations of
the markets, the needs of investors and the Listing Rules, as well as compliance with the
Corporations Act (the Act). Our members also hold primary responsibility within listed
companies for developing governance policies and supporting the board on all governance
matters. Their familiarity with the practical aspects of how to implement governance frameworks
and ensure sound reporting to shareholders has informed the comments in this submission.
CSA welcomes the opportunity to comment on the proposed amendments to the Corporate
Governance Principles and Recommendations (Principles and Recommendations).

General comments
The Principles and Recommendations have played a vital role in improving corporate
governance in Australian listed companies since the release of the first edition in 2003. The
history of the Principles and Recommendations is one of practical statements on governance
that have brought meaningful change to governance practice.
CSA supports the proposed amendments to the Principles and Recommendations relating to
diversity, analysts‟ briefings and remuneration, and is of the view that the corporate governance
framework operating in Australia will be strengthened by them. However, CSA members have
suggested a number of amendments to the drafting of the revised Principles and
Recommendations, all of which are designed to clarify the practical application of the proposed
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amendments. The CSA recommended changes show as Track Changes in the document,
which is attached as Appendix A. Our comments on those suggested changes are set out
below.

Comments on proposed amendments by Principle
Principle 2
Commentary on Recommendation 2.4
CSA is of the view that the nomination committee is not necessarily the appropriate body to
monitor the proportion of women at all levels of the company. This is a board responsibility,
regardless of whether a nomination committee exists.
While the commentary points to the board having ultimate responsibility for examining the
selection and appointment practices of the company, whether or not a separate nomination
committee exists, CSA members strongly recommend that the board, rather than the nomination
committee, should be responsible for monitoring the proportion of women at all levels of the
company. CSA has therefore suggested moving the commentary on the charter to the
commentary to Recommendation 3.4 in Principle 3 to clarify where this responsibility sits.
CSA members note that the responsibility for reviewing the proportion of women at all levels of
the company sits outside the boundaries of responsibilities of most nomination committees.
Linking the board‟s responsibility on oversight of gender diversity to its responsibility for setting
measurable objectives for achieving gender diversity in the company within Principle 3 as
recommended by CSA clarifies where this responsibility sits.
Commentary on Recommendation 2.5
CSA recommends that including gender diversity objectives as measures of board performance
be deleted from the commentary.
CSA agrees with the concept of a board being responsible for reviewing gender diversity at all
levels of the company. However, the Principles and Recommendations do not currently include
a „shopping list‟ of measures by which a board is to be judged on its performance, and nor
would CSA recommend that such a list be included. By including this one measure of board
performance in the commentary to Recommendation 2.5, the question is raised as to why one
measure of board performance has been singled out and elevated beyond others, many of
which are of significant importance, such as monitoring the performance of the CEO. CSA
suggests that elevating this one measure of board performance distorts the Principles and
Recommendations in a manner that does not bring any benefit to the corporate governance
framework.
In this section, CSA also queries the meaning of the text in the new bullet point „meeting
arrangements and director interaction‟. The latter part of the text is ambiguous, and can be read
as either the interaction of directors with each other outside of meeting, such as at site visits, or
the protocols for interaction with management. CSA has suggested some wording if the first
meaning is intended, but recommends that the Council clarify the intended meaning of this
additional bullet point.
Recommendation 2.6: Guide to Reporting on Principle 2
CSA notes that the new bullet point „a statement as to the mix of skills and diversity for which
the board of directors is looking to achieve in membership of the board‟ is intended to
encourage boards to make meaningful statements on what skills and diversity they are seeking
when appointing new members.
CSA members feel that the strength of the Principles and Recommendations could be diluted if
this additional material results in broad, meaningless statements in corporate governance
reports such as: „The company is looking for a mix of skills and diversity appropriate for a
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company of our size and the industry we are in‟. The benefit that is being sought from the
inclusion of this bullet point will be undermined if this occurs.
CSA encourages the Council to clarify in any material it may issue with the revised Principles
that genuine statements are being sought.
Recommendation 3.2
CSA notes that a policy is not necessarily the appropriate place in which to set down the
measurable objectives for gender diversity for a company. The policy is often the document that
articulates the framework for the consideration of diversity in a company.
It is for the board, in conjunction with management, to set the measurable objectives relating to
gender diversity and the diversity policy needs to clarify that the setting of such objectives is
required. CSA recommends that the recommendation be reworded to clarify that the „policy
should require the setting of measurable objectives for achieving gender diversity‟.
Commentary to Recommendation 3.2
CSA recommends inserting the word „could‟ in the description of what a diversity policy might
include. This provides the flexibility to companies to develop a diversity policy appropriate to the
company‟s circumstances. Despite being commentary, rather than a recommendation, the
current wording can be interpreted as prescriptive.
Box 3.2: Suggestions for the content of a diversity policy
Point 6 in Box 3.2 is unclear as to what is being suggested for inclusion in a diversity policy.
CSA queries if it is intended to cover the transparency of board processes in relation to board
review and appointments, or whether some other processes are being contemplated. CSA has
suggested wording if the former meaning is intended, but notes that the Council needs to clarify
the meaning of what is being suggested as new content for a diversity policy.
CSA also recommends that a new suggestion for the content of a diversity policy should be
included in Box 3.2. Further to our point above that a diversity policy should not include the
measurable objectives for achieving gender diversity in a company but require the setting of
such objectives, Box 3.2 should include a new suggestion as follows: „Requirement to set
measurable objectives for gender diversity‟.
Recommendation 3.3
CSA is of the view that there is little point in asking companies to set measurable objectives for
achieving gender diversity without asking companies also to disclose their progress against
those measurable objectives. CSA recommends that Recommendation 3.3 be expanded
specifically to require companies to also disclose their progress against their measurable
objectives.
While CSA notes that Recommendation 3.4 requires companies also to report on the proportion
of women employees at all levels of the organisation, this in turn requires those reading the
corporate governance statements to analyse the reported figures in order to match them against
the measurable objectives reported under Recommendation 3.2. CSA does not believe it is a
good governance outcome to ask investors to have to calculate the achievement or otherwise of
a company‟s progress against its measurable objectives on gender diversity when the Principles
and Recommendations can seek disclosure by the company of that progress.
Commentary to Recommendation 3.3
Further to our point above that the diversity policy is not necessarily the appropriate place in
which to set down the measurable objectives for achieving gender diversity in the company, the
commentary to Recommendation 3.2 needs to alter to clarify that the objectives are those set by
the company as required by the diversity policy.
The commentary also needs to be expanded to include the wording from Principle 2 on the
need for the board to regularly review the proportion of women at all levels of the company. As
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noted, this is not a responsibility that should necessarily sit with the nomination committee, but a
board responsibility. Moving the wording from the commentary to Recommendation 2.4 to the
commentary to Recommendation 3.4 clarifies this.
CSA also recommends that the ASX Corporate Governance Council include references to the
research on increased gender diversity being associated with better financial performance and
improved workforce participation in either a footnote to Principle 3 or in the introduction to the
revised Principles and Recommendations.
Principle 6
Box 6.1
CSA members note that the requirement that a summary record be kept of all briefings with
investors and analysts that includes a record of those present is impossible to fulfil when the
briefing is held by web cast over the internet or by conference call. In these circumstances, the
number of those who engage in the briefing is known, but not the names of those who log on or
dial in.
CSA recommends that the wording be altered to clarify that where a physical briefing is held, a
summary record of those present should be kept, but where a virtual briefing is held through the
use of web casting over the internet or through the use of conference calls, the summary record
should record the number of attendees rather than those present.
CSA would also like to point to the inadvertent difficulty the additional material in Box 6.1 raises
for companies that hold retail shareholder briefings. While CSA appreciates that the additional
material on keeping a summary record of briefings with investors and analysts is designed to
allay concerns held primarily by retail investors that information may be discussed that is not
readily available to them (despite the continuous disclosure regime requiring the disclosure of
any information that could have an impact on the share price), CSA notes that the new material
does not contemplate the large retail shareholder briefings held by some companies, which can
be attended by hundreds of investors. Such briefings can be held on multiple occasions during
the year and to suggest that it is good governance to require companies to keep a summary
record of those present would be to impose an onerous burden on companies in these
circumstances.
CSA suggests that the wording could be altered to clarify that the briefings that are being
referred to are those held with institutional investors and analysts.
CSA also notes that the word „meeting‟ in Box 6.1 needs to alter to briefing to be consistent with
the rest of the new material.
Principle 8
Commentary to Recommendation 8.2
The wording concerning the need for individuals not to be involved in decisions relating to their
own remuneration needs to be altered to clarify that it is „senior executives‟ who should not be
involved in decisions relating to their own remuneration.
CSA notes that non-executive directors are always involved in decisions concerning their
remuneration, even though the overall quantum is subject to shareholder approval. Capturing
non-executive directors in this commentary through the use of the word „individuals‟
inadvertently distorts the current corporate law framework by suggesting that non-executive
directors cannot be involved in decisions concerning their own remuneration.
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Conclusion
CSA is very supportive of the principles-based approach to governance that the Principles and
Recommendations represent. Our comments in this submission stem from a desire to ensure
that they continue to provide practical statements on governance that can be applied to bring
meaningful change in governance practice.
In our response to the proposed amendments to the Principles and Recommendations, we have
drawn on our members‟ experience and the consideration of our national policy committee, the
Legislation Review Committee, which consists of company secretaries in listed companies.

Yours sincerely

Tim Sheehy
CHIEF EXECUTIVE
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APPENDIX A
CSA SUGGESTED CHANGES TO MARKED-UP AMENDED
PRINCIPLES AND RECOMMENDATIONS
Principle 2: Structure the board to add value
Companies should have a board of an effective composition, size and commitment to adequately
discharge their responsibilities and duties.
An effective board is one that facilitates the effective discharge of the duties imposed
by law on the directors and adds value in a way that is appropriate to the particular
company‟s circumstances. The board should be structured in such a way that it:
has a proper understanding of, and competence to deal with, the current and
emerging issues of the business
exercises independent judgement
encourages enhanced performance of the company
can effectively review and challenge the performance of management.
Ultimately the directors are elected by the shareholders. However the board and its
delegates play an important role in the selection of candidates for shareholder vote.
Recommendation 2.1:
A majority of the board should be independent directors1.
Commentary
Independent decision- making
All directors – whether independent or not - should bring an independent judgement to
bear on board decisions.
To facilitate this, there should be a procedure agreed by the board for directors to have
access in appropriate circumstances to independent professional advice at the
company‟s expense.
Non-executive directors should consider the benefits of conferring regularly without
management present, including at scheduled sessions.2 Their discussions can be
facilitated by the chair or lead independent director, if any.
Independent directors
An independent director is a non-executive director who is not a member of
management, and who is free of any business or other relationship that could
materially interfere with - or could reasonably be perceived to materially interfere with the independent exercise of their judgement.
Relationships which may affect independent status are set out in Box 2.1.
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Directors considered by the board to be independent should be identified as such in the
corporate governance statement in the annual report. The board should state its
reasons if it considers a director to be independent notwithstanding the existence of
relationships listed in Box 2.1 and the corporate governance statement should disclose
the existence of any such relationships. In this context, it is important for the board to
consider materiality thresholds from the perspective of both the company and its
directors, and to disclose these. 3
Box 2.1: Relationships affecting independent status4
When determining the independent status of a director the board should consider
whether the director:
1. is a substantial shareholder of the company or an officer of, or otherwise associated
directly with, a substantial shareholder of the company5
2. is employed, or has previously been employed in an executive capacity by the
company or another group member, and there has not been a period of at least three
years between ceasing such employment and serving on the board
3. has within the last three years been a principal of a material professional adviser or a
material consultant to the company or another group member, or an employee
materially associated with the service provided
4. is a material supplier or customer of the company or other group member, or an
officer of or otherwise associated directly or indirectly with a material supplier or
customer
5. has a material contractual relationship with the company or another group member
other than as a director of the company.
Family ties and cross-directorships may be relevant in considering interests and
relationships which may compromise independence, and should be disclosed by
directors to the board.
Regular assessments
The board should regularly assess whether each non-executive director is
independent. Each non-executive director should provide to the board all information
that may be relevant to this assessment.
If a director‟s independent status changes, this should be disclosed and explained to
the market in a timely fashion.
Recommendation 2.2:
The chair should be an independent director.
Commentary
Role of Chair
The chair is responsible for leadership of the board and for the efficient organisation
and conduct of the board‟s functioning.
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The chair should facilitate the effective contribution of all directors and promote
constructive and respectful relations between directors and between board and
management.
Where the chair is not an independent director, it may be beneficial to consider the
appointment of a lead independent director.
The role of chair is demanding, requiring a significant time commitment. The chair‟s
other positions should not be such that they are likely to hinder effective performance in
the role.
Recommendation 2.3:
The roles of chair and chief executive officer should not be exercised by the same
individual.
Commentary
There should be a clear division of responsibility at the head of the company.
The division of responsibilities between the chair and the chief executive officer should
be agreed by the board and set out in a statement of position or authority.
The chief executive officer should not go on to become chair of the same company. A
former chief executive officer will not qualify as an “independent” director unless there
has been a period of at least three years between ceasing such employment and
serving on the board.
Recommendation 2.4:
The board should establish a nomination committee.
Commentary
Purpose of the nomination committee
A board nomination committee is an efficient mechanism for examination of the
selection and appointment practices of the company.
Ultimate responsibility for these practices, however, rests with the full board, whether or
not a separate nomination committee exists.
For smaller boards, the same efficiencies may not be derived from a formal committee
structure. Companies without a nomination committee should have board processes in
place which raise the issues that would otherwise be considered by the nomination
committee.
Charter
The nomination committee should have a charter that clearly sets out its roles and
responsibilities, composition, structure, membership requirements and the procedures
for inviting non-committee members to attend meetings.
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The terms of reference of the nomination committee should allow it to have access to
adequate internal and external resources, including access to advice from external
consultants or specialists.
The charter should provide for regular review of and reporting to the board about the
proportion of women at all levels of the company.
Composition of nomination committee
The nomination committee should be structured so that it:
consists of a majority of independent directors
is chaired by an independent director
has at least three members.
Responsibilities
Responsibilities of the committee should include recommendations to the board about:
the necessary and desirable competencies of directors
review of board succession plans
the development of a process for the evaluation of the performance of the board,
its committees and directors
the appointment and re-election of directors
strategies to address board diversity.
Selection and appointment process and re-election of directors
A formal and transparent procedure for the selection, appointment and re-appointment
of directors to the board helps promote investor understanding and confidence in that
process.
Important issues to be considered as part of the process include:
• Director competencies
In order to be able to discharge its mandate effectively the board should comprise
directors possessing an appropriate range of skills and expertise. The nomination
committee should consider implementing a plan for identifying, assessing and
enhancing director competencies.
An evaluation of the range of skills, experience and expertise on the board is important
when considering new candidates for nomination or appointment. Such an evaluation
enables identification of the particular skills that will best increase board effectiveness.
• Board renewal
Board renewal is critical to performance, and directors should be conscious of the
duration of each director‟s tenure in succession planning.
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The nomination committee should consider whether succession plans are in place to
maintain an appropriate balance mix of skills, experience, and expertise and diversity
on the board.
• Composition and commitment of the board
The board should be of a size and composition that is conducive to making appropriate
decisions. The board should be large enough to incorporate a variety of perspectives
and skills, and to represent the best interests of the company as a whole rather than of
individual shareholders or interest groups. It should not, however, be so large that
effective decision-making is hindered.
Individual board members should devote the necessary time to the tasks entrusted to
them. All directors should consider the number and nature of their directorships and
calls on their time from other commitments.
In support of their candidature for directorship or re-election, non-executive directors
should provide the nomination committee with details of other commitments and an
indication of time involved. Prior to appointment or being submitted for re-election nonexecutive directors should specifically acknowledge to the company that they will have
sufficient time to meet what is expected of them.
The nomination committee should regularly review the time required from a nonexecutive director, and whether directors are meeting that requirement. Non-executive
directors should inform the chair and the chair of the nomination committee before
accepting any new appointments as directors.
• Election of directors - The names of candidates submitted for election as directors should
be accompanied by the following information to enable shareholders to make an
informed decision on their election:

− biographical details, including competencies and qualifications and information
sufficient to enable an assessment of the independence of the candidate
− a statement by the board as to whether it supports the nomination of the proposed
candidate(s)
− details of relationships between:
- the candidate and the company, and
- the candidate and directors of the company
− directorships held 6
− particulars of other positions which involve significant time commitments
− the term of office currently served by any directors subject to re-election
− any other particulars required by law.7
Non-executive directors should be appointed for specific terms subject to re-election
and to the ASX Listing Rules and Corporations Act provisions concerning removal of a
director.
Re-appointment of directors should not be automatic.
Recommendation 2.5:
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Companies should disclose the process for evaluating the performance of the board, its
committees and individual directors.
Commentary
The performance of the board should be reviewed regularly against appropriate
measures. These measures should include gender diversity objectives at all levels in
the company.
Induction and education
Induction procedures should be in place to allow new directors to participate fully and
actively in board decision-making at the earliest opportunity.
To be effective, new directors need to have a good deal of knowledge about the
company and the industry within which it operates. An induction program should be
available to enable new directors to gain an understanding of:
the company‟s financial, strategic, operational and risk management position
the culture and values of the company
the rights, duties and responsibilities of the directors
the roles and responsibilities of senior executives
the role of board committees
meeting arrangements and director the interaction of directors with each other
outside of meeting, such as at site visits..
Directors should have access to continuing education to update and enhance their
skills and knowledge. This should include education concerning key developments in
the company and in the industry and environment within which it operates.
Access to information
The board should be provided with the information it needs to discharge its
responsibilities effectively.
Senior executives should supply the board with information in a form and timeframe,
and the information should be of a quality that enables the board to discharge its duties
effectively. Directors are entitled to request additional information where they consider
such information necessary to make informed decisions.
The board and the company secretary
The company secretary plays an important role in supporting the effectiveness of the
board by monitoring that board policy and procedures are followed, and coordinating
the timely completion and despatch of board agenda and briefing material.
It is important that all directors have access to the company secretary.
The appointment and removal of the company secretary should be a matter for
decision by the board as a whole.
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The company secretary should be accountable to the board, through the chair, on all
governance matters.
Recommendation 2.6:
Companies should provide the information indicated in the Guide to reporting on
Principle 2.
Guide to reporting on Principle 2
The following material should be included in the corporate governance statement in the
annual report:
the skills, experience and expertise relevant to the position of director held by
each director in office at the date of the annual report
the names of the directors considered by the board to constitute independent
directors and the company‟s materiality thresholds
the existence of any of the relationships listed in Box 2.1 and an explanation of
why the board considers a director to be independent, notwithstanding the
existence of these relationships
a statement as to the mix of skills and diversity for which the board of directors is
looking to achieve in membership of the board
a statement as to whether there is a procedure agreed by the board for directors
to take independent professional advice at the expense of the company
the period of office held by each director in office at the date of the annual report
the names of members of the nomination committee and their attendance at
meetings of the committee, or where a company does not have a nomination
committee, how the functions of a nomination committee are carried out
whether a performance evaluation for the board, its committees and directors has
taken place in the reporting period and whether it was in accordance with the
process disclosed
an explanation of any departures from Recommendations 2.1, 2.2, 2.3, 2.4, 2.5 or
2.6.
The following material should be made publicly available, ideally by posting it to the
company‟s website in a clearly marked corporate governance section:
a description of the procedure for the selection and appointment of new directors
and the re-election of incumbent directors
the charter of the nomination committee or a summary of the role, rights,
responsibilities and membership requirements for that committee
the board‟s policy for the nomination and appointment of directors.
Application of Principle 2 in relation to trusts and externally managed entities
References to “board” and “directors” should be applied as references to the board and
directors of the responsible entity of the trust and to equivalent roles in respect of other
externally managed entities.
There may be technical conflict in implementing the Recommendations that a director
be independent and that the chair be an independent director or a lead independent
director, where the manager or responsible entity is a wholly owned subsidiary of a
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parent company such as a fund manager and all the directors are employees of the
parent. This should be discussed and clarified in any explanation of departure from the
Recommendations included in the corporate governance statement in the annual
report.
Principle 3: Promote ethical and responsible decision-making
Companies should actively promote ethical and responsible decision-making.
To make ethical and responsible decisions companies should not only comply with
their legal obligations, but should also consider the reasonable expectations of their
stakeholders including; shareholders, employees, customers, suppliers, creditors,
consumers and the broader community in which they operate. It is a matter for the
board to consider and assess what is appropriate in each company‟s circumstances. It
is important for companies to demonstrate their commitment to appropriate corporate
practices and decision making.
Companies should:
clarify the standards of ethical behaviour required of the board, senior executives
and all employees and encourage the observance of those standards
comply with their legal obligations and have regard to the reasonable
expectations of their stakeholders
publish the policy concerning the issue of board and employee trading in
company securities and in associated products, including products which
operate to limit the economic risk of those securities.
Recommendation 3.1:
Companies should establish a code of conduct and disclose the code or a summary of
the code as to:
the practices necessary to maintain confidence in the company‟s integrity
the practices necessary to take into account their legal obligations and the
reasonable expectations of their stakeholders
the responsibility and accountability of individuals for reporting and investigating
reports of unethical practices.
Commentary
Purpose of a code of conduct
Good corporate governance ultimately requires people of integrity. Personal integrity
cannot be regulated. However, investor confidence can be enhanced if the company
clearly articulates acceptable practices for directors, senior executives and employees.
The board has a responsibility to set the ethical tone and standards of the company.
Senior executives have a responsibility to implement practices consistent with those
standards. Company codes of conduct which state the values and policies of the
company can assist the board and senior executives in this task and complement the
company‟s risk management practices.
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Application of a code of conduct
Companies should formulate policies on the appropriate behaviour of directors, senior
executives and employees.
Companies should also encourage the integration of these policies into company-wide
management practices. A code of conduct, supported by appropriate training and
monitoring of compliance with the code are effective ways to guide the behaviour of
directors, senior executives and employees and demonstrate the commitment of the
company to ethical practices. Companies should ensure that training on the code of
conduct is updated on a regular basis.
Companies should consider making advisers, consultants and contractors aware of the
company‟s expectations as set out in the code of conduct.
It is not necessary for companies to establish a separate code for directors and senior
executives. Depending on the nature and size of the company‟s operations, the code of
conduct for directors and senior executives may stand alone or be part of the corporate
code of conduct.
Suggestions for the content of a code of conduct are set out in Box 3.1.\
Box 3.1: Suggestions for the content of a code of conduct
Companies may find it useful to consider the following matters when formulating a code
of conduct:
1. Give a clear commitment by the board and senior executives to the code of conduct.
This is often linked to statements about the aspirations or objectives of the company,
its core values, and its views about the expectations of shareholders, employees,
customers, suppliers, creditors, consumers and the broader community.
2. Detail the company‟s responsibilities to shareholders and the financial community
generally. This might include reference to the company‟s commitment to delivering
shareholder value and how it will do this, and the company‟s approach to accounting
policies and practices, and disclosure.
3. Specify the company‟s responsibilities to shareholders, employees, customers,
suppliers, creditors, consumers and the broader community. This might include
reference to standards of product quality or service, commitments to fair value, fair
dealing and fair trading and the safety of goods produced.
4. Describe the company‟s approach to the community. This might include
environmental protection policies, support for community activities, and donation or
sponsorship policies
5. Articulate the company‟s responsibilities to the individual. This might include the
company‟s privacy policy, and its policy on the use of privileged or confidential
information.
6. Outline the company‟s employment practices. This might include reference to
occupational health and safety, employment opportunity practices, special entitlements
above the statutory minimum, employee security trading policies, training and further
education support policy, practices on drug and alcohol usage and policies on outside
employment.
7. Describe the company‟s approach to business courtesies, bribes, facilitation
payments, inducements and commissions. This might include how the company
regulates the giving and accepting of business courtesies and facilitation payments and
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prevents the offering and acceptance of bribes, inducements and commissions and the
misuse of company assets and resources.
8. State the measures the company follows to promote active compliance with
legislation affecting its operations wherever it operates. This might include stating
whether the company‟s policy is to comply with Australian or local legal requirements
regarding employment practices, responsibilities to the community and responsibilities
to the individual, particularly if the host country follows materially different standards
than those prescribed by Australian law or international protocols.
9. Specify how the company handles actual or potential conflicts of interest. This might
include reference to how the company manages situations where the interest of a
private individual interferes or appears to interfere with the interests of the company as
a whole and how the company prevents directors, senior executives and employees
from taking improper advantage of property, information or position, or opportunities
arising from these, for personal gain or to compete with the company.
10. Identify measures the company follows to encourage the reporting of unlawful or
unethical behaviour and to actively promote ethical behaviour. This might include
reference to how the company protects those, such as whistleblowers who report
violations in good faith, and its processes for dealing with such reports.8
11. Describe the means by which the company monitors and ensures compliance with
its code.
Recommendation 3.2:
Companies should establish a policy concerning diversity and disclose the policy or a
summary of that policy. The policy should require the setting of include measurable
objectives for achieving gender diversity.
Commentary
For the purpose of this policy “diversity” could includes gender, age, ethnicity and
cultural background.
The measurable objectives should identify ways in which the achievement of gender
diversity is measured, for example, the proportion of women employed by (or
consultants to) the company, in senior executive positions and on the board.
Where companies establish a diversity policy they should also introduce appropriate
procedures to ensure that the policy is properly implemented, which may include
additional measurable objectives in relation to other aspects of diversity as identified in
the policy. There should also be an internal review mechanism to assess the
effectiveness of the policy.
Suggestions for the content of a diversity policy are set out in Box 3.2
Box 3.2 Suggestions for the content of a diversity policy
Companies may find it useful to consider the following matters when formulating a
diversity policy:
1. Commitment to diversity and articulation of the corporate benefits arising from
employee and board diversity and the importance of benefiting from all available talent.
This should promote an environment conducive to the appointment of well qualified
employee, senior management and board candidates so that there is appropriate
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diversity to maximise the achievement of corporate goals. For example, the needs of a
company may point to
the need for directors with particular skills and experience.
2. Commitment to and identification of ways to promote a corporate culture which
embraces diversity when determining the composition of employees, senior
management and the board, including recruitment of employees and directors from a
diverse pool of qualified candidates.
3. Identification of factors that should be taken into account in the selection processes
and whether professional intermediaries should be used to identify or assess
candidates.
4. Identification of programs that assist in the development of a broader pool of skilled
and experienced board candidates including initiatives focused on skills development
such as executive mentoring programs or more targeted practices relating to career
advancement such as those that develop skills and experience that prepare employees
for senior management and board positions.
5. Articulation of a corporate culture which not only supports workplace diversity but
also recognises that employees at all levels of the company may have domestic
responsibilities.
6. Transparency of board processes ,in relation to board renewal review and
appointments.
7. Requirement to set measurable objectives for gender diversity at all levels of the
company.
Recommendation 3.3:
Companies should disclose in each annual report the measurable objectives for
achieving gender diversity set by the board in accordance with the diversity policy and
progress against the measurable objectives.
Commentary
The ASX Corporate Governance Council encourages companies in Australia to foster a
governance culture that embraces diversity in the composition of corporate boards,
with a focus on the participation of women. The shareholder role is enhanced if
shareholders are fully informed of the policy and the company‟sits measurable
objectives which facilitate tracking and monitoring of the company‟s performance
against those objectives.
Recommendation 3.4: Companies should disclose in each annual report the proportion of
women employees in the whole organisation, women in senior executive positions and
women on the board. Companies should report on a fulltime employee basis by
category or seniority where relevant to the organisation.
Commentary
Diversity is an economic driver of competitiveness for companies. Research has shown
that increased gender diversity on boards is associated with better financial
performance, and improved workforce participation at all levels which positively
impacts on the economy. The promotion of gender diversity broadens the pool for
recruitment of high quality employees, enhances employee retention, encourages
greater innovation and an improved corporate image and reputation. Reporting on the
diversity profile of the company facilitates greater transparency and accountability in
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relation to the policy that has been put in place, together with the objectives to be
achieved by the company.
Companies should consider, in the context of the economic group controlled by the
company, how best the reporting might be achieved to reflect accurately the
participation of women in the workplace and the roles in which they are employed: for
instance, whether a full-time equivalent measure is appropriate in all or some
circumstances as opposed to clear categorisation of full-time, part-time and contracted
services and whether the participation is in management leadership or supporting
roles.
The board or appropriate board committee should take responsibility for regularly
reviewing the proportion of women at all levels of the company.
Recommendation 3.53: Companies should provide the information indicated in the Guide
to reporting on Principle 3.
Guide to reporting on Principle 3
An explanation of any departure from Recommendations 3.1, 3.2, 3.3,, 3.4 or 3.5
should be included in the corporate governance statement in the annual report.
The following material should be made publicly available, ideally by posting it to the
company‟s website in a clearly marked corporate governance section:
any applicable code of conduct or summary
any diversity policy or a summary.
Application of Principle 3 in relation to trusts and externally managed entities
References to “directors” and “employees” of a company should be applied as
references to directors and employees of the responsible entity, and the relevant
trading is in securities of the trust and to equivalent roles in respect of other externally
managed entities. The trading policy should refer o the securities or units of the listed
entity.
Principle 6: Respect the rights of shareholders
Companies should respect the rights of shareholders and facilitate the effective
exercise of those rights.
Companies should empower their shareholders by:
communicating effectively with them
giving them ready access to balanced and understandable information about the
company and corporate proposals
making it easy for them to participate in general meetings.
Recommendation 6.1:
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Companies should design a communications policy for promoting effective
communication with shareholders and encouraging their participation at general
meetings and disclose their policy or a summary of that policy.
Commentary
Publishing the company‟s policy on shareholder communication will help investors
understand how to obtain access to relevant information about the company and its
corporate proposals.
Electronic communication
Companies should consider how best to take advantage wherever practicable of new
technologies that provide:
opportunities for more effective communications with shareholders
improved access for shareholders unable to be physically present at meetings.
See Box 6.1 for suggestions on how to improve shareholder participation and enhance
market awareness through electronic means.
Meetings
Companies should consider how to use general meetings effectively to communicate
with shareholders and allow reasonable opportunity for informed shareholder
participation.
The ASX Corporate Governance Council has developed guidelines for improving
shareholder participation through the design and content of notices and through the
conduct of the meeting itself.13
Communication with beneficial owners
Companies may wish to consider allowing beneficial owners to choose to receive
shareholder materials directly; for example, by electronic means.
Website
All companies should have a website and are encouraged to communicate with
shareholders via electronic methods. If a company does not have a website it must
make relevant information available to shareholders by other means; for example, a
company may provide the information on request by email, facsimile or post.
Box 6.1
Using electronic communications effectively
Companies should use their websites to complement the official release of material
information to the market. This will enable broader access to company information by
investors and stakeholders. Measures companies may consider include:
placing all relevant announcements made to the market, and related information
(for example, information provided to analysts or media during briefings), on the
company website after they have been released to ASX
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webcasting or teleconferencing analyst or media briefings and general meetings,
or posting a transcript or summary to the website
placing the full text of notices of meeting and explanatory material on the website
- see Guideline 12 in the Guidelines for notices of meeting at www.asx.com.au
providing information about the last three years‟ press releases or
announcements plus at least three years of financial data on the website
providing information updates to investors by email
Analyst briefings
where possible, particularly in the case of results announcements, arrange for
advance notification of group briefings and make them widely accessible,
including through the use of web casting through the internet and / or
conference calls
keeping a summary record of the topics discussed at briefings with investors and
analysts, including a record of those present, and the time and place of the
briefing where a briefing is held physically, and a summary record of the
number of attendees where the briefing meeting is held through the use of web
casting through the internet and / or conference calls.
Recommendation 6.2:
Companies should provide the information indicated in the Guide to reporting on
Principle 6.
Guide to reporting on Principle 6
An explanation of any departure from Recommendations 6.1 or 6.2 should be included
in the corporate governance statement in the annual report.
The company should describe how it will communicate with its shareholders publicly,
ideally by posting the information on the company‟s website in a clearly marked
corporate governance section.
Application of Principle 6 in relation to trusts and externally managed entities
The annual general meeting is the central forum by which companies can effectively
communicate with shareholders, provide them with access to information about the
company and corporate proposals, and enable their participation in decision-making.
The Corporations Act does not, however, require trusts to hold annual general
meetings, although they may do so. Trusts should consider the range of means by
which they may achieve the same ends, including the possibility of convening general
meetings.
Listed entities that are not required to comply with section 250RA of the Corporations
Act should consider the range of means by which they may achieve the same ends.14.
This applies not only to trusts and externally managed entities but also to entities such
as foreign incorporated entities. Any such entity should include in its annual report a
statement disclosing the extent to which it has achieved the aims of the provisions of
section 250RA during the reporting period and give reasons for not doing so.
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Principle 8: Remunerate fairly and responsibly
Companies should ensure that the level and composition of remuneration is sufficient and
reasonable and that its relationship to performance is clear.
The awarding of remuneration is a key area of focus for investors. When setting the
level and structure of remuneration, a company needs to balance its desire to attract
and retain senior executives and directors against its interest in not paying excessive
remuneration. It is important that there be a clear relationship between performance
and remuneration, and that the policy underlying executive remuneration be
understood by investors.15
Recommendation 8.1:
The board should establish a remuneration committee.
Commentary
Purpose of the remuneration committee
A board remuneration committee is an efficient mechanism for focusing the company
on appropriate remuneration policies.
Ultimate responsibility for a company‟s remuneration policy rests with the full board,
whether or not a separate remuneration committee exists.
For smaller boards, the same efficiencies may not be derived from a formal committee
structure. Companies without a remuneration committee should have board processes
in place which raise the issues that would otherwise be considered by the remuneration
committee.
Charter
The remuneration committee should have a charter that clearly sets out its role and
responsibilities, composition, structure and membership requirements and the
procedures for inviting non-committee members to attend meetings.
The terms of reference of the remuneration committee should allow it to have access to
adequate internal and external resources, including access to advice from external
consultants or specialists.
Composition of remuneration committee
The remuneration committee should be structured so that it:
consists of a majority of independent directors
is chaired by an independent director
has at least three members.
Responsibilities of the remuneration committee
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The responsibilities of the remuneration committee should include a review of and
recommendation to the board on:
the company‟s remuneration, recruitment, retention and termination policies and
procedures for senior executives
senior executives‟ remuneration and incentives
superannuation arrangements
the remuneration framework for directors16.
Remuneration policy
The company should design its remuneration policy in such a way that it:
motivates senior executives to pursue the long-term growth and success of the
company
demonstrates a clear relationship between senior executives‟ performance and
remuneration.
The remuneration committee may seek input from individuals on remuneration policies,
but no individual should be directly involved in deciding their own remuneration.
The remuneration committee should ensure that the board is provided with sufficient
information to ensure informed decision-making.
Recommendation 8.2:
The remuneration committee should be structured so that it:
consists of a majority of independent directors
is chaired by an independent director
has at least three members
Commentary
The remuneration committee should be of sufficient size and independence to
discharge its mandate effectively17.
Companies should, where possible, limit the use of executive directors serving on a
remuneration committee in order to address the potential for or perception of conflict of
interest of executive management‟s involvement in board decisions on the
remuneration packages of directors.
In addressing remuneration, senior executives individuals should have no involvement
in decisions directly pertaining to their own remuneration.
Recommendation 8.32:
Companies should clearly distinguish the structure of non-executive directors‟
remuneration from that of executive directors and senior executives.
Commentary
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Executive directors‟ and senior executives‟ remuneration packages should involve a
balance between fixed and incentive pay, reflecting short and long-term performance
objectives appropriate to the company‟s circumstances and goals.
The Corporations Act requires companies to make detailed disclosure of executive
remuneration policies in their remuneration reports which are subject to an advisory
vote by shareholders. Under the Listing Rules and the Corporations Act companies are
not generally required to obtain shareholder approval for equity-based incentive plans
for senior executives who are not directors.
However, companies may find it useful to submit to shareholders proposed equitybased incentive plans which will involve the issue of new shares to senior executives
prior to implementing them. This communication is directed at providing the board with
a timely assurance that a plan is reasonable.18 Companies may also consider reporting
to shareholders on whether equity-based remuneration payments involving the issue of
new shares to senior executives are made pursuant to plans approved by
shareholders.
Guidelines on an appropriate framework for determining executive directors‟ and senior
executives‟ remuneration packages are contained in Box 8.1.
Box 8.1: Guidelines for executive remuneration packages
Most executive remuneration packages will involve a balance between fixed and
incentive pay.19 Companies may find it useful to consider the following components in
formulating packages:
1. Fixed remuneration
This should be reasonable and fair, taking into account the company‟s legal and
industrial obligations and labour market conditions, and should be relative to the scale
of business. It should reflect core performance requirements and expectations.
2. Performance-based remuneration
Performance-based remuneration linked to clearly specified performance targets can
be an effective tool in promoting the interests of the company and shareholders.
Incentive schemes should be designed around appropriate performance benchmarks
that measure relative performance and provide rewards for materially improved
company performance.
3. Equity-based remuneration
Appropriately designed equity-based remuneration, including stock options, can be an
effective form of remuneration when linked to performance objectives or hurdles.
Equity-based remuneration has limitations and can contribute to „short-termism‟ on the
part of senior executives. Accordingly, it is important to design appropriate schemes.
The terms of such schemes should clearly prohibit entering into transactions or
arrangements which limit the economic risk of participating in unvested entitlements
under these schemes.20 The exercise of any entitlements under these schemes should
be timed to coincide with any trading windows under any trading policy established by
the company.
4. Termination payments
Termination payments, if any, for chief executive officers should be agreed in advance,
including detailed provisions in case of early termination. There should be no payment
for removal for misconduct. Agreements should clearly articulate performance
expectations. Companies should consider the consequences of an appointment not
working out, and the costs and other impacts of early termination.
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Box 8.2 contains guidelines for appropriate practice in non-executive director
remuneration.
Box 8.2: Guidelines for non-executive director remuneration
Companies may find it useful to consider the following when considering non-executive
director remuneration:
1. Non-executive directors should normally be remunerated by way of fees, in the form
of cash, non-cash benefits, superannuation contributions or equity; they should not
normally participate in schemes designed for the remuneration of executives.
2. Non-executive directors should not receive options or bonus payments.
3. Non-executive directors should not be provided with retirement benefits other than
superannuation.
Recommendation 8.34: Companies should provide the information indicated in the Guide
to reporting on Principle 8.
Guide to reporting on Principle 8
The following material or a clear cross-reference to the location of the material should
be included in the corporate governance statement in the annual report:
the names of the members of the remuneration committee and their attendance
at meetings of the committee, or where a company does not have a
remuneration committee, how the functions of a remuneration committee are
carried out
the existence and terms of any schemes for retirement benefits, other than
superannuation, for non-executive directors
an explanation of any departures from Recommendations 8.1, 8.2, or 8.3 or 8.4.
The following material should be made publicly available, ideally by posting it to the
company‟s website in a clearly marked corporate governance section:
the charter of the remuneration committee or a summary of the role, rights,
responsibilities and membership requirements for that committee
a summary of the company‟s policy on prohibiting entering into transactions in
associated products which limit the economic risk of participating in unvested
entitlements under any equity-based remuneration schemes.
Application of Principle 8 in relation to trusts and externally managed entities
Under the Corporations Act, remuneration and indemnity for costs and expenses of the
responsible entity is required to be disclosed in a trust‟s constitution. This may overlap
to an extent with the Recommendations and should be taken into account by trusts.
Externally managed entities should disclose a summary of any management
agreement terms relating to management fees or the equivalent, including performance
fees, including a clear cross reference to the location of this material.
Listed entities that are not required to comply with section 300A of the Corporations Act
or AASB 124 Related Party Disclosures should consider the range of means by which they
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may achieve the same ends and should provide a clear cross-reference to the location
of this material.21

