
WEEK 1 
The Concepts & Essential Principles of Corporate Governance/ Stakeholders & 
Corporate Social Responsibility 
 
Prescribed Textbook: 
Principles of Contemporary Corporate Governance (4th edn) Du Plessis, Hargovan & Harris 
 
Discussion 

− What is corporate governance? 
− Why is corporate governance important? 

 
The Corporation (2004) 

− Canadian documentary film The Corporation 
− Written by University of British Columbia professor of law Joel Bakan “challenged the 

way we think about the modern corporation by unravelling its legal status as a person 
pathologically committed to the pursuit of power and profit.”  

− Winner of 26 international awards 
− https://www.youtube.com/watch?v=Y888wVY5hzw 

 
Is it a Hysteria or legitimate critique? 

− Royal Commission into Misconduct in the Banking, Superannuation and Financial 
Services Industry 

§ https://financialservices.royalcommission.gov.au/Pages/reports.aspx 
§ https://www.bing.com/videos/search?q=banking+royal+commission+charging+dea

d+people&&view=detail&mid=62DAD1EECF75895FCF0662DAD1EECF75895F
CF06&&FORM=VRDGAR 

− Discussion: 
§ What were the key findings of the Commission? 
§ How did the Commission define ‘corporate governance’? 

 
Hayne Royal Commission 

− “Governance refers to all of the structures and processes by which an entity is run. It 
embraces not only by whom, and how, decisions are made, but also the values or norms to 
which the processes of governance are intended to give effect. Notions of accountability lie 
at the heart of governance. Who is to be held accountable for what is done or not done? 
How are those who are accountable held to account?” 

 



 
 
 

 
 
 
 
 



Corporate Governance in Australia- An Overview 
− How is corporate governance regulated in Australia? 

• What are the rules and laws? 
• Who are the regulators? 

 
Corporations Act rules impacting on Corporate Governance 

− Directors’ duties  
− Shareholders’ meetings, rights and remedies 
− Continuous and periodic disclosure  
− Requirement for and regulation of auditors  
− Regulation of takeovers  

 
ASX Corporate Governance Listing Rule 

− ASX’s Principles of Good Corporate Governance Principles and Recommendations 
• First version was issued in 2003, amended in 2007 & 2010 
• Latest edition was released on 27 March 2014 and takes effect from 1 July 

2014 
o http://www.asx.com.au/documents/asx-compliance/cgc-principles-and-

recommendations-3rd-edn.pdf 
− Adopted by ASX Corporate Governance Council 

• 21 members council composed of interested groups: financial institutions, 
director organizations, business interest groups and professional 
organizations. 

− ASX Listing Rule 4.10.3 
• Requires annual reports of listing companies to disclose the extent of their 

compliance with the CG Principles and Recommendations 
− “If not, why not?” approach 

• Emphasis on disclosure rather than compliance 
 
Corporate Governance principles and good practice 

− The guide and commentary suggest what listed companies should do and include in their 
disclosure report 

− These are guidelines, not prescriptions 
1. Lay solid foundations for management and oversight 
2. Structure the board to add value 
3. Promote ethical and responsible decision-making 
4. Safeguard integrity in financial reporting 
5. Make timely and balanced disclosure 
6. Respect the rights of shareholders 
7. Recognize and manage risk 
8. Remunerate fairly and responsibly 

 
The Australian Securities & Investments Commission 

− Commonwealth Agency (b/c referral of State power) 
− Responsible for ensuring the Corporations Act is complied with 
− Legislative authority: 

• ASIC Act 2001 (Cth) 
• Corporations Act 2001 (Cth) 

− Powers include: 
• Investigate breaches of the Corps Act 



• Instigate civil proceedings and criminal prosecutions (concurrent with 
DPP) 

• Advises ministers on necessary changes to the Corps Act 
• Educational role 

− More than 2 million Australian companies 
− 99% of these are companies limited by shares 
− http://www.asic.gov.au/asic/asic.nsf 

 
Other Regulators 

− Australian Stock Exchange 
o Private Company  
o Public companies that ‘list’ on the stock exchange ‘contract’ with the ASX that they 

will comply with the Listing Rules 
− Takeovers Panel 

o A peer review body with at least 5 members 
o Important part of the machinery for the control of company takeovers (formerly, 

these powers were held by the Courts) 
o Has power to declare ‘unacceptable circumstances’  

 
Corporate Governance- some other definitions 

− “Procedures and processes according to which an organisation is directed and controlled. 
The corporate governance structure specifies the distribution of rights and responsibilities 
among the different participants in the organisation – such as the board, managers, 
shareholders and other stakeholders – and lays down the rules and procedures for decision-
making.” 

• European Central Bank, 2004, Annual Report: 2004, ECB, Frankfurt, 
Glossary 
 

− “How a company is managed in terms of the institutional systems and protocols meant to 
ensure accountability and sound ethics. The concept encompasses a variety of issues, 
including the disclosure of information to shareholders and board members, the 
remuneration of senior executives, potential conflicts of interest among managers and 
directors, supervisory structures, etc.“  

• Financial Times 
 

− “The framework of rules, relationships, systems and processes within and by which 
authority is exercised and controlled in corporations. It encompasses the mechanism by 
which companies, and those, are held to account. Corporate governance influences how the 
objectives of the company are set and achieved, how risk is monitored and assessed, and 
how performance is optimised.”   

• ASX Corporate Governance Council ‘s Report, Corporate Governance 
Principles and Recommendations with 2010 Amendments. 
 

− “Corporate governance deals with the ways in which suppliers of finance to corporations 
assure themselves of getting a return on their investment”   

• Shleifer & Vishny 
 
Du Plessis Definition 

− ‘The system of regulating and overseeing corporate conduct and of balancing the interests of 
all internal stakeholders and other parties (external stakeholders, governments and local 
communities) who can be affected by the corporation’s conduct, in order to ensure 



responsible behaviour by corporations and to create long-term, sustainable growth for the 
corporation.’ 

• J du Plessis, A Hargovan and J Harris,  
Principles of Contemporary Corporate Governance,  
4th edn, Cambridge University Press, 2018, part 1.1.3 
 

Key elements of this definition 
Corporate Governance: 

− The system of regulating and overseeing corporate conduct 
− Takes into consideration the interests of internal stakeholders and other parties who can be 

affected by the corporation’s conduct 
− Aims at ensuring responsible behaviour by corporations 
− Has the ultimate goal of achieving the maximum level of efficiency and profitability for a 

corporation. 
 
	


