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Keeping Standards up-to-date 

Standards are living documents which reflect progress in science, technology and 
systems. To maintain their currency, all Standards are periodically reviewed, and 
new editions are published. Between editions, amendments may be issued. 
Standards may also be withdrawn. It is important that readers assure themselves 
they are using a current Standard, which should include any amendments which 
may have been published since the Standard was purchased. 

Detailed information about Standards can be found by visiting the Standards Web 
Shop at www.standards.com.au and looking up the relevant Standard in the on-line 
catalogue. 

Alternatively, the printed Catalogue provides information current at 1 January each 
year, and the monthly magazine, The Global Standard, has a full listing of revisions 
and amendments published each month. 

Australian StandardsTM and other products and services developed by Standards 
Australia are published and distributed under contract by SAI Global, which 
operates the Standards Web Shop. 

We also welcome suggestions for improvement in our Standards, and especially 
encourage readers to notify us immediately of any apparent inaccuracies or 
ambiguities. Contact us via email at mail@standards.org.au, or write to the Chief 
Executive, Standards Australia International Ltd, GPO Box 5420, Sydney, NSW 
2001. 

 

This Standard was issued in draft form for comment as DR 03025. 
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PREFACE 

This Standard was prepared by the Standards Australia International Committee MB-004 

Business Governance. 

This Standard incorporates Amendment No. 1 (November 2004). The change arising from 

this Amendment applies to the Committee representatives list on the inside front cover of 

this Standard. 

The objective of this Standard is to provide a blueprint for the development and 

implementation of a generic system of governance suitable for a wide range of entities. 

This Standard is the ‘lead’ Standard in the Governance Series. When complete this series 

will comprise: 

AS 8000 Good governance principles (this Standard) 

AS 8001 Fraud and corruption control 

AS 8002 Organizational Codes of Conduct 

AS 8003 Corporate social responsibility 

AS 8004 Whistleblower protection programs for entities 

This Standard recognizes that there are general laws in place regulating how to comply with 

good governance principles. The intention is not to cut across the law, but enhance the 

legislation. If there is any doubt as to a potential conflict between the law and this Standard, 

seek professional advice. 

This Standard complements existing guidelines produced by IFSA and the ASX Corporate 

Governance Council. It is suggested that the reader refer to these guidelines where 

appropriate. 

The term ‘informative’ has been used in this Standard to define the application of the 

appendix to which it applies. An ‘informative’ appendix is only for information and 

guidance. 
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FOREWORD 

It is generally agreed that there are a number of benefits for entities that adhere to good 

governance principles. 

For example, the Organization for Economic Co-Operation and Development (OECD) in its 

Principles of Corporate Governance states the following: 

‘Adherence to good corporate governance practices will help improve the confidence 

of domestic investors, may reduce the cost of capital, and ultimately induce more 

stable sources of financing’. 

The Australian Shareholders’ Association in its Statement of Corporate Governance 

Principles states: 

‘ASA believes that over time good corporate governance procedures will tend to 

produce better operating results’. 

The essence of good governance is accountability. 

EMERGENCE OF CORPORATE GOVERNANCE 

The creation of registered companies, and the need to protect shareholders from debt 

beyond their investment, led to the development of basic company law from the 

mid-19th century. In the wake of the Wall Street Crash in 1929, the governance of 

corporate entities was largely left to the regulation of the securities markets. The stock 

market crash in 1987 and the subsequent collapse of many corporate entities around the 

world lead to urgent calls, particularly from institutional shareholders, for the reform of 

corporate governance mechanisms. 

DEVELOPMENT OF INTERNATIONAL CODES AND PUBLICATIONS ON 

CORPORATE GOVERNANCE 

As a result of the corporate collapses around the world, a change of attitude has occurred 

with a much higher expectation being placed on the performance of company officers. In 

addition, Codes of Best Practice have been developed by most of the major industrialized 

countries as a direct response to the increasing number of listed companies, the need to 

protect shareholders’ interests and the lack of mandatory laws on corporate governance 

matters. 

The majority of Codes are the result of the work of special committees set up by private 

entities such as stock exchanges, corporations, institutional investors, associations of 

directors, chartered secretaries and corporate managers, etc. 

Increasingly, corporate directors in other countries are familiar with governance 

developments. Australian corporate directors are likely, not only to be familiar with 

governance developments in Australia, but also to be familiar with key overseas 

developments and initiatives. 

Compliance with local governance recommendations is generally not mandated by law, 

although the codes linked to stock exchanges tend to have a coercive effect. The guidelines 

used by associations of directors, chartered secretaries and individual companies tend to be 

voluntary. 
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The OECD Principles of Corporate Governance provide a good insight into corporate 

governance at a macro level as follows: 

‘One key element in improving economic efficiency is corporate governance, which 

involves a set of relationships between a company’s management, its board, its 

shareholders and other stakeholders. Corporate governance also provides the 

structure through which the objectives of the company are set, and the means of 

attaining those objectives and monitoring performance are determined.’ 

‘Corporate governance is only part of the large economic context in which firms 

operate, which includes, for example, macroeconomic policies and the degree of 

competition markets. The corporate governance framework also depends on the legal, 

regulatory and institutional environment. In addition, factors such as business ethics 

and corporate awareness of the environmental and societal interests of the 

communities in which it operates can also have an impact on the reputation and the 

long-term success of a company.’ 

This Standard focus on governance problems that result from the separation of ownership 

and control i.e. the ‘owners’ being the institutional shareholders and individual 

shareholders, and the control being provided by the board and entity’s management. While 

the concept of ‘shareholders’ does not apply strictly in the public sector and in not-for-

profit entities, the general principles of corporate governance translate across to these 

entities with appropriate recognition of the different legal frameworks and types of 

stakeholders and the purpose of the entity. 

Most governance principles have focussed on large listed companies in which most new 

practices and structures have been developed. Many of these, and most of the basic 

principles are relevant to smaller companies, Government Business Enterprises (GBEs) and 

not-for-profits and will benefit the performance and reputation of those entities which adopt 

them. 
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STANDARDS AUSTRALIA 
 

Australian Standard 

Good governance principles 
 

S E C T I O N  1    S C O P E ,  A P P L I C A T I O N  A N D  

O B J E C T I V E S  

1.1   SCOPE 

This Standard provides a blueprint for the development and implementation of a generic 

system of governance suitable for a wide range of entities. 

NOTES:  

1 The roles of board members are discussed in Appendix A. 

2 Ethical values underlying good governance principles are discussed in Appendix B. 

1.2   APPLICATION 

This document is intended to apply to: 

(a) Public companies. 

(b) Private companies. 

(c) Government entities (with governing boards). 

(d) Trustee companies. 

(e) Not-for-profit organizations. 

NOTE: Refer to Appendix C. 

Whilst some aspects of the Standard may be impracticable to all entities (especially small 

private entities) the principles represent standards to which all should aspire (refer 

Appendix B). 

NOTE: In some instances, the terminology used within this Standard may require adaptation to 

suit the circumstances or structure of the particular entity. For example, terms such as ‘boards’, 

‘directors’, ‘shareholders’, etc. should be taken to mean the equivalent term in the user entity. 

1.3   OBJECTIVES 

The purpose of this Standard is to— 

(a) assist members of boards, chief executive officers and senior managers to develop, 

implement and maintain a robust system of governance that fits the particular 

circumstances of the entity; 

(b) provide the mechanisms for an entity to establish and maintain an ethical culture 

through a committed, self-regulatory approach; and 

(c) provide shareholders, or stakeholders, as the case may be, with benchmarks against 

which to gauge the entity’s performance. 
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The object of good corporate governance principles is to: 

(i) Enhance organizational performance. 

(ii) Understand and manage risks to minimize the negative aspects and maximize the 

opportunities. 

(iii) Increase investor confidence in the integrity and efficiency of capital markets and 

also enhance the competitiveness of the economy. 

(iv) Strengthen shareholder and/or community confidence in an entity, particularly in 

areas that are not formally regulated. 

(v) Enhance the public reputation of an entity through enhanced transparency and 

accountability. 

(vi) Allow entities to demonstrate how they are discharging their legal, shareholder and 

ethical obligations. 

(vii) Provide a mechanism for benchmarking accountability.  

(viii) Assist in the prevention and detection of fraudulent, dishonest and/or unethical 

behaviour. 

NOTE: Within many entities (especially Government entities and not-for-profits) there are other 

objectives including social outcomes. 

1.4   REFERENCED DOCUMENTS 

The following documents are referred to in this Standard: 

AS  

3806 Compliance programs 

8001 Fraud and corruption control 

8002 Organizational Codes of Conduct 

8003 Corporate social responsibility 

AS ISO  

15489 Records management 

15489.1 Part 1:  General 

15489.2 Part 2:  Guidelines 

AS/NZS  

4269 Complaints handling 

4360 Risk management 

AS/NZS ISO 

9001 Quality management systems—Requirements 

ANAO  

Australian National Audit Office, 1999 

ASX Corporate Governance Council 

Principles of Good Corporate Governance and Best Practice Recommendations 

IFSA  

IFSA Guidance Note No. 2.00 ‘Corporate Governance: A Guide for Fund Managers and

Corporations 

OECD  

Principles of Corporate Governance 
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1.5   DEFINITIONS 

For the purpose of this Standard, the definitions below apply. 

1.5.1   Corporate governance 

The system by which entities are directed and controlled. 

NOTE: Corporate governance addresses the issues arising from the interrelationships between 

boards of directors, such as interaction with senior management, and relationships with the 

owners and others interested in the affairs of the entity, including regulators, auditors, creditors, 

debt financiers and analysts. 

Definitions of corporate governance are many and varied. There is no one global applicable 

definition but some useful statements include: 

‘Corporate governance is concerned with improving the performance of companies for the 

benefit of shareholders, stakeholders and economic growth. It focuses on the conduct of, and 

relationships between, the board of directors, managers and the company shareholders.1) 

‘Corporate governance generally refers to the processes by which organizations are directed, 

controlled and held to account. It encompasses authority, accountability, stewardship, 

leadership, direction and control exercised in the organization.2) 

This definition is based upon the OECD’s definition. 

1.5.2   Entity 

A company, government department, government body or not-for-profit organization. 

1.5.3   Director 

1.5.3.1   Executive director 

A director appointed to the board who is an employed member of the entity’s management. 

1.5.3.2   Non-Executive director 

A director who is voted onto the board who is not employed as a member of the entity’s 

management. 

1.5.3.3   Independent director
3)
 

An independent director is a non-executive director and— 

(a) is not a substantial shareholder of the company or an officer of, or otherwise 

associated directly  or indirectly with, a substantial shareholder of the company; 

(b) has not within the last 3 years been employed in an executive capacity by the 

company or another group member or been a director after ceasing to hold any such 

employment; 

(c) has not within the last 3 years been a principal or employee of a material professional 

adviser or a material consultant to the company or another group member; 

(d) is not a material supplier or customer of the company or another group member or an 

officer of or otherwise associated directly or indirectly with a material supplier or 

customer; 

(e) has no material contractual relationship with the company or another group member 

other than as a director of the company; and 

                                                      
1) IFSA Guidance Note No. 2.00 
2) Australian National Audit Office, 1999 
3) IFSA Guidance Note No. 2.00 
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(f) is free from any interest and any business or other relationship which could, or could 

reasonably be perceived to, materially interfere with the director’s ability to act in the 

best interests of the company. 

1.5.4   Shareholder 

A person or organization who owns a share within an entity. Unit trust holders or similar 

also fall within this category. 

1.5.5   Should 

Indicates a recommendation. 

1.5.6   Stakeholder 

Those people or entities who may affect, be affected by, or perceive themselves to be 

affected by, a decision or activity. As recent corporate collapses have shown, the 

community is a major stakeholder in all Australian entities. 

1.5.7   System 

Set of interrelated or interacting elements. 

1.6   CORPORATE GOVERNANCE MODELS 

There is no single model of corporate governance i.e. the ‘one size fits all’ approach has 

been rejected by the OECD which instead advocates the need for pluralism, flexibility and 

adaptability in corporate governance. The OECD has stated: 

‘To remain competitive in a changing world, corporations must innovate and adapt 

their corporate governance practices so that they can meet new demands and grasp 

new opportunities’. 

While there is no single model of good corporate governance, there are a number of 

common elements that underlie good corporate governance.  

Section 2 of this Standard provides a blueprint for developing and implementing a system 

for achieving good governance while Section 3 provides a series of good governance 

principles that build on the common elements of corporate governance. These principles 

have been formulated to embrace the different models of corporate governance that entities 

may wish to adopt. 

1.7   GUIDANCE DOCUMENTS 

A number of published Standards may provide useful guidance in applying the principles 

and meeting the aspirations of this Standard including: 

(a) AS 3806, Compliance programs. 

(b) AS/NZS 4360, Risk management. 
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