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Preamble

This guide has been prepared by AFSPA as a concise guide to good 
practice by Boards of Directors of Friendly Society Pharmacies. The guide 
was generated as a response to issues commonly raised by Directors and 
Company Secretaries about the structure and functioning of their Boards. It 
is not intended to be an exhaustive reference, and therefore includes useful 
sources of further information on Board practice issues. AFSPA hopes that 
this Guide will be useful both to existing Directors seeking to improve Board 
functioning, and also as a resource for new Directors.

For further information please visit www.afspa.com.au
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1  Legal Framework

1.1 Corporations Law

Friendly Societies are regulated by the national Corporations Act 2001 
and by the federal regulator, the Australian Securities and Investments 
Commission (ASIC). 

For a quick summary of the law, Part 1.5 of the Corporations Act is titled 
‘Small Business Guide’ and it contains some very helpful references.

1.2 Company Constitution

The Corporations Act and the company’s constitution together form the 
rules which govern a Friendly Society. The company constitution can add 
to the Corporations Act but cannot delete responsibilities mandated in the 
Corporations Act. (Corporations Law provides that a company’s internal 
management may be governed by provisions of the Corporations Act 2001 
that apply to the company as replaceable rules, by a constitution, or by a 
combination of both.)

1.3 Annual Review of Constitution

If the Friendly Society adopts the replaceable rules found in the 
Corporations Act, the constitution will change automatically as changes 
are made to the Corporations Act. If instead the Friendly Society has 
adopted a separate constitution, this will not change with changes to the 
Corporations Act. Therefore, if the society does not use replaceable rules, 
it is good practice to review the constitution on an annual basis in case 
circumstances have changed, or in case there have been changes to the 
Corporations Act. In particular, recent changes in the Corporations Act have 
removed the requirement for a company seal and have allowed greater 
flexibility with electronic meetings etc. If the constitution still includes  
these items however, the Friendly Society is still required to comply with  
the constitution.



1  ASX Corporate Governance Council, 2003, Principles of good corporate governance and best 
practice recommendations, p. 3.

2  Corporate Governance

2.1 What is Corporate Governance?

Corporate governance is concerned with the systems and processes 
by which a corporate body is held accountable. The ASX Corporate 
Governance Council1 described corporate governance as, “the system 
by which companies are directed and managed. It influences how the 
objectives of the company are set and achieved, how risk is monitored and 
assessed, and how performance is optimised.”

In simple language, corporate governance refers to the process and 
structures that enable a company to operate effectively and efficiently on 
behalf of all the relevant stakeholders. 

2.2 Legal Liability/Responsibility of Board Members

A company director must:
n Be honest and careful in your dealings at all times;
n Understand and monitor the company’s business
n Ensure that the company can pay its debts on time;
n See that the company keeps proper financial records;
n Act in the company’s best interests, even if this may not be in your own 

interests; and
n Use any information you get through your position properly and in the 

best interests of the company.

( For further details see Appendix 1.)

2.3 Conflict of Interest and Board Independence

If you have personal interests or interests as a director of another company, 
which could be seen to conflict with your duty as a director, you must 
generally disclose these at a director’s meeting. In addition, you must 
abstain from voting on matters involving those interests. 
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2.4 Relationship of Members to Organisation

In the case of friendly societies, members are the equivalent of 
shareholders of the company. Decisions need to be made at validly held 
meetings, and recorded in minutes at a board level. 

2.5 Relationship between Board and Management

The Board of Directors is at the centre of the company’s corporate 
governance, as set out in the fundamental principles enunciated by the ASX 
Corporate Governance Council. The role of the board, broadly stated, is to:
n Provide strategic guidance for the company;
n Provide effective oversight of, and support to management, while 

usually avoiding excessive involvement in operational matters; 
n Ensure that the board and management demonstrate accountability to 

the company and its shareholders.

2.6 Role of Chairman, Directors, Company Secretary

Chairman

n Set Agenda for board meetings
n In conjunction with CEO, decide upon the amount and type of 

information to be provided to the Board
n Management of the meeting to ensure all directors are able to 

contribute effectively, all matters are properly considered and there is 
clear decision-making.

n Representative of and spokesperson for the Board.
n Acts as the link between the board and management  

(in particular, the CEO)
n Leading public role in a crisis
n Liaises with other members of the board as required from time to time
n Manages Board member appraisal process

Directors

Directors are ultimately accountable for the company’s actions. The 
company’s constitution or rules will usually set out the directors’ powers 
and functions. Directors are expected to be fully up to date on what the 
company is doing.

Five key areas that a board should focus on are:
n Strategic direction and implementation;
n Monitoring the financial performance and position of the company;
n Appointing a CEO, managing their development, evaluating their 

performance, and succession planning;
n Monitoring the legal and ethical performance of the company; and
n Risk management.



Company Secretary

n Maintains company records and registers
n Ensures minutes of meetings are taken and maintained

2.7 Board Responsibilities (CEO Recruitment, Evaluation)

The board is responsible for recruiting, managing the performance of, and 
if necessary, dismissing the CEO. The choice of CEO is one of the most 
important decisions made by the Board, as it is fundamental to the success 
of the business.

The Board should undertake evaluation of the CEO’s performance on 
a regular basis, ensuring that he or she is continuously and effectively 
striving for above-average performance, and managing risk effectively. 
Most Boards engage external assistance in facilitating this process on an 
annual basis. Although there are a number of consultant firms specialising 
in Executive Review , this may be a costly exercise. A skilled independent 
HR practitioner should be able to provide adequate assistance to Boards at 
a reasonable cost. 

2.8 Role of Strategic Planning

A strategic plan assists an organisation to do a better job. It is important 
that the Board regularly reviews and updates its plans.

The Board is responsible for the strategic direction of the company. This 
includes participating in the development of, and approving, the strategy, 
which should clearly document the company’s medium to long term 
goals. The Board should also approve an annual business plan including 
achievable and measurable targets and milestones. 

Strategic planning may involve key stakeholders including staff, suppliers, 
members. It should develop a vision and strategic priorities in response to a 
comprehensive environment analysis and to ensure that all members of the 
organisation are working toward the same objectives.

The board may wish to communicate its Strategic Plan to stakeholders, or 
if the content is considered to be commercial-in-confidence, a statement of 
corporate intent could be drafted to achieve the same purpose.
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2.9 Board Code of Conduct, Whistleblower Policy  
 and Code of Ethics

A code of conduct could include the following:
n Conflicts of interest – managing situations where the interest of an 

individual interferes with the interests of the company as a whole.
n Corporate opportunities – preventing directors and key executives from 

taking advantage of property, information or position for personal gain.
n Confidentiality – restricting the use of non-public information except 

where disclosure is authorised or legally mandated.
n Fair Dealing – by all employees with the company’s customers, 

suppliers, competitors and employees.
n Protection of and proper use of the company’s assets – ensuring 

efficient use of assets for legitimate business purposes.
n Compliance with laws and regulations – active promotion of compliance.
n Encouraging the reporting of unlawful/unethical behaviour – active 

promotion of ethical behaviour and protection for those who report 
violations in good faith.

A code of ethics is a statement of underlying principles or values. It sets 
out the ethical objectives of the organisation. Such a code generally applies 
to everyone, including board members and employees. Codes tend to be 
broadly expressed, rather than specific, and provide for individual discretion 
in analysing situations and applying the guiding principles.

(See Appendix 2 for sample board code of ethics)

Whistleblower Legislation

In order to encourage the reporting of suspected breaches of the 
corporations legislation, Part 9.4AAA was introduced into the Corporations 
Act in 2004. The framework provides protection for the ’whistleblower’ 
when they pass on information to either a designated person within 
the company or to ASIC. Directors should ensure that the company has 
procedures in place to comply with the whistleblower legislation.

2.10 Board Charter & Annual Review of Charter

Office-bearers and committee appointments are usually made at the Board 
meeting immediately after the AGM. The first meeting of the annual cycle is 
also an appropriate time for Board and Committee members to review their 
terms of reference. 



2.11 Board Committees & Terms of Reference  
 (Audit, Governance, Executive, Remuneration etc)

For Boards with a small number of Directors, the appointment of 
committees to undertake specific tasks may not be warranted, as the 
whole-of-board would constitute the committee. However, in the majority 
of cases, the delegation of specified functions to a smaller committee may 
facilitate the workings of the Board.

The establishment of committees of the board enable the workload of the 
board to be shared and effectively carried out. Appointments to committees 
should take into account the skills and expertise of directors so as to 
optimise their input. Committees can deal with matters in more detail 
than board deliberations may allow. They are usually chaired by a board 
member other than the Chair of the board, and appropriate members 
of the management team are usually included as permanent invitees to 
committee meetings. Where members with specific skills are needed and 
these skills are not available from within the membership of the board, the 
Constitution may allow for committee members to be recruited from outside 
the company.

It is important that the terms of reference of each board committee are 
clear. In addition, if the Constitution allows formal delegation, any powers 
delegated to a Committee should be formally documented by the Board. 
Generally speaking, a board committee should have a charter covering 
things such as the committee’s role and responsibilities, composition, 
structure, frequency of meetings and membership requirements. While 
they may operate a little more informally than the board as a whole, it is 
important that agendas, papers and minutes are prepared. 

Committees should report their proceedings to the full board, and this may 
be done in a variety of ways (eg. Inclusion of committee minutes in board 
papers, oral reports, preparation of specific reports).
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2.12 Risk Management

Principle 7 of the ASX Corporate Governance Council suggests that best 
practice is to, “establish a sound system of risk oversight and management 
and internal control.”

In order to do this, the board may consider the following:
n The nature and extent of risks facing the company;
n The extent and categories of risk which it regards as acceptable for the 

company to bear;
n The likelihood of the risks concerned eventuating;
n The company’s ability to reduce the likelihood and/or impact on the 

business of risks that do eventuate; and
n The costs of operating particular controls relative to the benefit obtained.

The Board should regularly review the company’s risk management profile 
and satisfy itself that appropriate risk mitigation strategies are in place.



3  Board Practice

3.1 Delegations/Policies Register

The Board is legally responsible for the operations of the company. To 
ensure the Board adequately fulfils its governance role, the Board may 
formally delegate to its senior staff members authority to act on behalf of 
the Board in certain matters. A Register of formal delegations should be 
established and regularly reviewed. A formal delegation policy sets out 
which powers and authorities the Board delegates to the CEO or Company 
Secretary. Clearly the level of delegation will vary depending on the size of 
the company. However, a sensible, well-documented delegations register 
can ensure that the Board’s time is not taken up with minor administrative 
matters, and also helps clarify the role of the Senior Officers. 

Delegated powers may include:
n Recurrent and Capital expenditure commitments up to a certain limit,  

or as specified in the Board’s adopted budget.;
n Equipment and vehicle trade-ins
n	 Authority to authorise payment of accounts, as specified.
n	 Authority to employ staff and deal with staffing issues, possibly within 

agreed  limits.
n	 Authority to dismiss staff, in certain circumstances.
n	 Authority to speak to the media.

3.2 Orientation Program and Board Kit

Upon appointment, a new Director should be provided with a 
comprehensive orientation program that will enable them to contribute 
effectively to Board deliberations sooner rather than later. An Orientation Kit 
containing relevant documentation such as the Constitution, latest Annual 
Report, Organisation structure, Board and Committee Terms of Reference, 
recent Board minutes, current Strategic Plan and Business Plan is a useful 
starting point. This can be followed by a guided tour of the business by the 
CEO or Company Secretary prior to the first Board meeting.
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3.3 Defining a Skills-Based Board

Boards are usually composed of either representatives of various 
stakeholder organisations, a skills-based mix of independent members, 
or a combination of representative and independent directors. Many early 
versions of FSP Boards were composed of representatives of member 
lodges. Whilst the friendly society background is still highly relevant to the 
mission of many FSPs today, it is important to maximise the effectiveness  
of Board functioning by ensuring that the appropriate mix of skills is 
present at the Board table. Financial expertise and business management 
experience are core skills that every Board needs represented. Other skills 
required at Board level may vary, depending on the company’s strategic 
directions, and also on what skills are available, or not available, at senior 
management level. A sample skills matrix is attached at Appendix 3 and 
can be filled in by Directors identifying their own areas of expertise.

Completing a skills matrix of existing Directors is a useful way of commencing 
the recruitment process for a new Director when a vacancy arises. 

3.4 Board Recruitment (Registers, Interview Process)

Once a Board has identified the areas of skill that it may wish to focus 
on in recruiting a new Board member, it is then appropriate to consider 
issues of diversity. There is a significant amount of management literature 
which supports the value of diversity in improving the quality of decision-
making. Diversity may include consideration of gender, ethnic background, 
geographic location and age of potential applicants with the desired skills. 

It is appropriate for existing Board members to use their networks to locate 
potential candidates. However, there are also more formal methods of 
locating a pool of suitable candidates which can be readily accessed.

All state governments maintain registers of suitably skilled female 
candidates. Women on Boards also holds the details of a large number 
of candidates. (see Section 7 for details). The Australian Institute of 
Company Directors operates a Directors Register of candidates who are 
members of the AICD and wish to join Boards. Many suitably skilled and 
experienced candidates may be prepared to join not-for-profit and mutual 
Boards such as FSPs in order to gain experience, even if the remuneration 
is comparatively low compared with for-profit Boards. There are also 
organisations (eg. PRO-NED) which will seek out suitable applicants for  
a fee.



Once a number of potential applicants have been sourced, the Board, or 
a sub-committee appointed by the Board, should interview applicants and 
conduct any necessary reference checks. Whilst considering an applicant 
for a Board position is not a job interview as such, similar due diligence 
needs to be exercised. Qualifications should be verified, and applicants’ 
motivation for seeking appointment should be examined. Importantly, 
the Board’s judgement on the ability of potential applicants to work 
harmoniously with others on the Board, and whether or not they subscribe 
to the values and ethics espoused by the Board, are key considerations. 
Of course, candidates anointed by the Board need to successfully seek 
election by the members. 

Board vacancies may be filled by election at the AGM, or by the Board 
should a casual vacancy arise during the course of the year. When a Board 
appoints to a casual vacancy, the Director thus appointed will be subject to 
election at the next AGM, regardless of the remaining term of appointment 
of the Director they have succeeded.

3.5 Succession Planning

If a Board operates committees which have independent members  
(eg. Finance or Audit Committee may have a CPA-qualified independent 
member) then this can be used as a means of succession planning for 
Board appointments.

3.6 Board Remuneration

Directors’ remuneration requires approval from the members at the AGM. 
Currently remuneration for Directors of FSP Boards varies significantly, 
even after allowing for differences in company size, as measured by annual 
turnover. Fees range from approx. $300 p.a. to $50,000 +. Factors to be 
considered by the Board in recommending Directors’ fees include:
n the mutual nature of FSPs
n	 the annual turnover of the business
n	 the level of business complexity (i.e. geographic spread, different 

business units)
n	 the profitability of the business 
n	 the time commitment required of Directors (no. of meetings p.a., no. of 

committee meetings, etc.)

Advice may be sought from professional remuneration experts, although 
this can be a costly exercise. Benchmarking information, including 
information from the mutual sector, is available via the AICD, and can be 
used as a guide.
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3.7 Professional Development of Directors

The Board should ensure there is adequate professional development for 
members to ensure that they are able to continue to fulfil their statutory 
obligations. For example, the Board should ensure that all members have 
an understanding of the governance role, and are able to interpret financial 
reports, as these are core skills. Appropriate development may include 
conference attendance, industry seminars, AFSPA programs, and the 
provision of appropriate literature, journals, articles and reports to Board 
members. It may also include individual professional development activities 
which respond to needs identified in the annual board assessment process. 
Members may request that a specific professional development activity be 
provided for all board members on a relevant topic.

For new or aspiring Chairmen, the AICD regularly runs a well-regarded  
half-day course, The Role of the Chairman, in various capital cities.

3.8 Board Self Appraisal (Use of Questionnaires, 360’)

Whilst most Boards are conscious of their role in evaluating the 
performance of the CEO/Company secretary, it is common for Boards to 
overlook the importance of self-appraisal in developing a high-functioning 
Board. There are a variety of approaches to Board appraisal, and the 
method chosen may depend on both the size and complexity of the 
business and whether or not there are major concerns amongst members 
about the performance of the Board.

The simplest form of assessment is through a self-assessment 
questionnaire, which can be administered by the Chairman. (Two sample 
questionnaires are found at Appendix 4) Questionnaires are completed 
privately by members and returned to the Chairman, who then collates 
feedback and provides general advice to the Board. The Chairman may 
choose to follow up particular issues with individual members. The Board 
then considers whether any action needs to be taken as a result of the 
feedback. (for example, the assessment may identify that certain directors 
would like professional development in some areas of relevance to the 
Board’s work).



Alternatively, a Board may wish to engage an external consultant to conduct 
the assessment and then provide facilitated feedback to the Chairman 
and the Board. This approach is generally taken by larger companies 
and/or when the Chairman considers there are significant problems with 
Board functioning. The Board may wish to consider obtaining 360 degree 
feedback (i.e. from senior managers) on their view of Board functioning  
– it goes without saying that this requires a high trust relationship between 
Board and senior staff! Board appraisal is recommended to be done on a 
similar cycle to staff appraisals, preferably annually.

The Board Chairman, in particular, should not overlook the value of 
an objective appraisal process in identifying Board members whose 
contribution is not at the desired level – this is a key step in active 
succession planning for Boards!

3.9 D&O Insurance

Directors should ensure that the Company Secretary maintains up-to-date 
and appropriate levels of Directors and Officers insurance.

15
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4  Meetings of Directors

4.1 Are Meetings Required?

Generally, all companies will have to hold board meetings to make 
decisions that will bind the company. As a matter of practice or a rule of 
thumb, the larger the corporate entity, the more formal the board meeting 
will be. However, the company’s constitution or s 248A of the Corporations 
Act, if it applies, may allow the directors to pass a resolution without having 
a meeting by all of the directors signing a copy of the resolution.

4.2 How is a Meeting Called?

It is the ordinary function of the company secretary to convene board 
meetings on the instructions of the chair of the board or at the request of 
a director. Every valid meeting requires a notice to be sent and it is usual 
practice to include an agenda. Only a ‘reasonable’ period of notice is 
required and that will depend upon the circumstances of the company. 

The Corporations Act contains a number of sections that deal with the  
laws of directors’ meetings and in particular are found in Chapter 2G Pt 1 
(s 248A–248G).

4.3 Board Papers Content

There is no specific requirement as to what should be included in the 
board papers that are sent to directors. The main criterion is that sufficient 
information is sent for directors to be able to make a reasoned and 
informed decision. Board papers should be provided sufficiently in advance 
of the meetings to ensure Directors have adequate time to prepare.

An initial agenda is usually created by the Company Secretary/ Chief 
Executive and sent to the Chairman for review and sign off. 



4.4 Directors Declarations

Under Corporations Act there is a requirement for directors to advise 
of changes to their personal details including changes in address or 
directorships held. The Company Secretary must advise ASIC of these 
changes. There is also a requirement under the responsibilities relating to 
“conflict of interest” for directors to declare whether there are any items in 
the papers or on the agenda, in which they have a conflict. It is common 
practice in a board meeting to have an agenda item at the beginning of 
the meeting where all directors can make any declarations under these 
requirements.

4.5 Process of Meeting

There is very limited legislation surrounding the actual process of meetings 
of directors, and many of the practices that are used relate more to 
conventions than any legal requirements eg. the moving of motions, 
seconders etc is not a legal requirement and it is merely a matter of 
practice for each board to determine their own particular requirements.

4.6 Minutes

It is important that the minutes of the board meeting are drafted quickly 
and sent to the Chair of the meeting. Any resolutions and actions should 
be communicated as quickly as possible to those persons that are required 
to carry out any particular actions and in some circumstances regulators 
(such as ASIC) may need to be informed of decisions.

Minutes are the legal record of the decisions that were made, and 
information on what occurred at the meeting.

The most important thing to remember with minutes is their main purpose. 
They are there as a record of the powers delegated to management, and 
a record of the decisions that are made by the board. Without this record, 
management lacks a clear framework for its operational decisions.

Directors should also be aware that any notes or descriptions written by 
individual board members or officers during a meeting are ‘discoverable’ in 
the event of legal action, and can be used by the courts to determine what 
occurred at a board meeting

17
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5  Meetings of Members

5.1 Requirements for Meetings

Meetings of members are usually called general meetings and they occur 
either as an annual general meeting (now only compulsory for public 
companies by s 250N) or as an extraordinary/special general meeting.

5.2 Notice of Meetings, Proxies

The board will usually instruct the Company Secretary to convene a general 
meeting at a specified date, time and location. This will be the basis of the 
notice and agenda. Resolutions do not have to be included in the notice 
unless a special resolution is required (75 per cent of the votes cast at the 
meeting) such as to change the corporate constitution. The notice must 
be sent out at least 21 days prior to the meeting (28 days for a listed 
company) and does not include the day of posting/faxing/emailing or the 
day of the actual meeting. A company constitution may include longer 
periods of notice.

5.3 Opt in Requirement for Meetings and Annual Reports

Transferring institutions including Friendly Societies were moved to 
Corporations Act under the Financial Sectors reform Bill of 1 July 1999. 
This transfer included several specific exemptions for Friendly Societies that 
do not exist for other companies.

Part 12.4 of Corporations Act regulation 12.6.03 allows that members  
may elect to receive notices of meetings, i.e. “opt-in”. For all other 
companies members have to elect “not” to receive notices of meetings. 
Each new member needs to be asked whether they wish to receive a notice 
of meeting, and if a response is not received then notices do not have to  
be provided.



Similarly part 12.6 of Corporations Act regulation 12.603 allows that 
members may elect to receive reports that are normally required under 
section 314(1) of the Corporations Act. For all other companies members 
have to elect “not” to receive reports. Each new member needs to be asked 
whether they wish to receive reports, and if a response is not received then 
reports do not have to be provided.

5.4 Process of Meeting

The purpose of the meeting is to enable the various motions to be passed 
into resolutions (ie. decisions of the company).

5.5 Minutes

The minutes should be drafted as soon as possible after the general 
meeting and must be entered into the minute book within one month of 
the meeting. The signing of the minutes does not have to occur within that 
same timeframe, as the Corporations Act states ‘within a reasonable time’ 
by the chair (s 251A).
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6  Statutory Compliance

6.1 Registered Office

Each Friendly Society is required to keep a registered office, which is 
normally at their principal place of business (s 142). Sections 142 to 146 
set out specific requirements in relation to the display of company name, 
opening hours, and changes of address of registered office.

6.2 Corporate Accounts and Disclosures 

The Corporations Law imposes an obligation on all companies to keep 
financial records that explain the transactions and the financial position of 
the entity. These records must be kept for at least seven years and, if in an 
electronic format, must be convertible into hard copy within a reasonable 
time (s 288).

All public companies must prepare audited accounts (s 292). The following 
are the main corporate disclosures required.
n Preparation of the ‘annual financial reports’ includes:
 – the financial statements – profit and loss account, statement of  

 cash flows, balance sheet and notes (s 295)
 – the consolidated financial statements where the company is a  

 controlled entity (s 295)
 – the directors’ report (ss 298–300A)
 – the auditor’s report on the financial statements (s 301).
n Convening and holding of directors’ meeting to approve annual general 

meeting reports and any additional reports.
n Dispatch of annual general meeting reports to shareholders  

(ss 314–316).
n Convening and holding the annual general meeting to receive and adopt 

the annual general meeting reports (s 317).



6.3 Access to Member Registers.

Until 2007, If a request was received for access to a register of members, 
the Friendly Society was required to allow access to inspect and copy the 
register under (s 173). 

Anyone who receives copies of the register has a legal responsibility to use 
the information for a proper purpose. (s 177). Under the new legislation, 
Directors are not required to grant access to the members’ register where 
they are not satisfied that to do so was “in the interests of the members as 
a whole”. However, refusal can trigger a right for access via a third party. 
Boards are encouraged to seek legal advice in the event of such a request.
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7  Reference Sources 
& How to Get Help

n Corporations Law, Hardcover or CD-ROM available from LexisNexis  
or CCH or on the internet at http:/www.austlii.edu.au/ and  
http://www.comlaw.gov.au/

n ASIC (www.asic.gov.au)
n ASX (www.ASX.com.au)
n AICD (www.companydirectors.com.au)
n Australian Law Portal (www.lawportal.com.au)
n Attorney Generals Department (www.comlaw.gov.au)
n Australasian Legal Information Institute (www.austlii.edu.au)
n Risk Management Institute of Australasia (www.rmia.org.au)
n Chartered Secretaries Association (www.CSAust.com)
n Federal Treasury Home Page (www.treasury.gov.au)
n ICAA Home Page (www.icaa.org.au)
n Victorian State Services (www.SSA.vic.gov.au)
n Professional Journals, Keeping Good companies (CSA); Charter (ICAA) 

and the Company Director (AICD); Australian Journal of Corporation Law 
(LexisNexis)

n UTS Centre for Corporate Governance (www.ccg.uts.edu.au)
n Reference Books
 − Adams, M.2005, Essential Corporations Law, Cavendish Publishing
 − Bateman, G. 2001, Company meetings: what you need to know,  

 LexisNexis
 − Ford, H., Bennett, A. and Ramsay, I. 2003, Ford’s Principles of  

 Corporation Law, Lexis Nexis, 12th edn.
 − Tomasic, R., Jackson, J. and Woellner, R. 2001, Corporations Law:  

 Principles, Policy and Practice, LexisNexis, 4th edn.

Register of Board Candidates
www.companydirectors.com.au www.osw.sa.gov.au 
www.womenonboards.org.au  www.women.tas.gov.au
www.appointwomen.gov.au www.women.vic.gov.au 
www.dpc.nsw.gov.au www.proned.com.au 
www.women.qld.gov.au



Appendix 1    
Definitions of Directors’  
and Officers’ Duties

As Corporations Law sets out the legal responsibilities of officers it is 
important to know who is defined as an ‘officer’ and then to ascertain their 
legal duties. The definition section of the CA, called the dictionary, is in s 9, 
(a definition is also found in s 179(2)) and defines ‘officer’ as:
n a director or secretary of the corporation or
n a person who makes, or participates in making decisions that affect 

the whole or a substantial part of the business of the corporation 
[executives] or who has the capacity to affect significantly the 
corporation’s financial standing or in accordance with whose 
instructions or wishes the directors of the corporation are accustomed 
to act [shadow directors]. 

Examples include:
n employees – relates to managers under a contract of employment, with 

a common law duty of fidelity: Timber Engineering v Anderson [1980] 2 
NSWLR 488.

n executive officers – bound by a number of duties because of their 
position as employee, director or agents and are usually known as  
the chief executive officer or managing director. Many larger  
companies have other executives, such as the chief financial officer  
or general counsel.

n secretaries – The company secretary appointed by the company.
n directors – expressly defined as ‘a person appointed to the position of 

director...’ (s 9). The members make the appointment under s 201A.

The key duties can be expressed as:
n common law (honesty, reasonable care and diligence)
n equitable fiduciary duties (avoid conflicts of interest)
n statutory duties (under CA, especially ss 180–185).
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These sections were re-drafted from a single section (called s 232) into 
five new sections numbered ss 180–185. The new officers’ duties took 
affect from the 13 March 2000. In many ways, the essence of the general 
principles of law has stayed the same. A case that illustrates the point of 
overlap is State Bank of South Australia v Marcus Clark (1996) 66 SASR 
199, where the CEO was held liable for breaching his duties and was sued 
for $81,255,826.25! 

The officers’ statutory duties have been split into civil duties and criminal 
actions. The civil duties cover good faith (s 181), not to misuse the officer’s 
or the employee’s position (s 182) or to misuse information (s 183). The 
Corporations Act now contains a separate criminal provision, where the 
officer’s duty is breached either dishonestly or recklessly by s 184. This 
could result in a fine of up to $220,000 and/or five years’ imprisonment. 

One of the most significant changes to occur after March 2000 was a 
re-drafting of the ‘statutory negligence’ test, called care and diligence. The 
previous section (s 232(4)) has been completely re-drafted and is called 
s 180(1). This requires all directors and officers to exercise their powers 
and duties with the degree of care and diligence that a reasonable person 
would in the corporation’s circumstances, if they were in that position. The 
section is NOT criminal, but purely civil, although comes under the civil 
penalty provisions of Pt 9.4B of the Corporations Act.

Australia has also enacted a business judgment rule that is a defence to 
both s 180(1) and the equivalent common law or equitable duties, if the 
four elements in s 180(2) can be proven.
 



Appendix 2
Sample Code of Conduct
XYZ Friendly Pharmacies

1. A Director must act honestly, in good faith and in the best interest of 
XYZ Friendly Pharmacies

2. A Director has a duty to use due care and diligence in fulfilling the 
functions of office and exercising the powers attached to that office.

3. A Director must use the powers of office for a proper purpose, in the 
best interests of XYZ.

4. A Director must not take improper advantage of the Board position held.

5. A Director must not allow personal interests, or the interests of any 
associated person, to conflict with the interests of the XYZ.

6. A Director has an obligation to be independent in judgement and 
actions and to take all reasonable steps to be satisfied as to the 
soundness of all decisions made by the Board.

7. A Director must not make improper use of information acquired as a 
Board member.

8. Confidential information received in the course of Board duties 
remains the property of XYZ. It is improper to disclose XYZ 
information, or allow it to be disclosed, unless disclosure has been 
authorised, or is required by law.

9. A Director should not engage in conduct which is likely to bring 
discredit to XYZ.

10. A Director is required to respect the rights, dignity and worth of other 
Board members and to value their opinions and input.

11. A Director is required to be fair, considerate and honest in dealing  
with others.

12. A Director is expected to be professional and accept responsibility for 
his/her actions.

13. A Director has an obligation to comply with these codes of conduct 
and the spirit and purpose of the Board.

14. A Director is expected to be a positive role model.
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Appendix 3
Sample Skills Matrix 
– Evaluation of current Board

Financial
Skills
(eg CPA)

Business
Manage 
-ment

Medical/
Pharmacy

Retail Legal Marketing
/PR

Other

Director 
Brown 3 3

Director 
Orange 3 3

Director 
Blue 3 3

Director 
White 3 3 3

Director 
Black 3 3

Director 
Green 3

Vacant

      

Notes: OTHER category could include skills the Board feels are relevant to its particular needs 
eg. Friendly Society experience, HR Management, Education and Training

 



Appendix 4
Sample Board Self-evaluation
Questionnaires (2)

Friendly Society Pharmacy 
Board of Directors Questionnaire

How to complete the questionnaire

This questionnaire is designed to help you and your colleagues assess 
how well the Board is functioning and to identify areas where the Board 
might improve its performance. All responses are confidential, and will 
be aggregated and used as the basis for a discussion of current board 
performance and any further action. 

A ‘not sure’ box has been provided for use if you do not have sufficient 
information to answer the question, or have mixed opinions.

Please take the time to complete the ‘comments’ section under each 
question if you have any views on the issues raised – this often provides 
the most useful data for the following discussion. Section 6 provides the 
opportunity for you to make any additional observations which fall outside 
the specific aspects of board performance covered in sections 1 to 5.

The questionnaire is to be returned to the board chairman by       /       /
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1. Take leadership responsibility for Strategic direction

How satisfied are you that: Not Satisfied Satisfied Not Sure

1-1 The Board has a strategic vision of how  1  2 3  4 NS 
 the organisation should be evolving over   
 the next three to five years? 

Comments

2. Monitoring Performance

How satisfied are you that: Not Satisfied Satisfied Not Sure

2-1 The Board is given sufficient information  1  2 3  4 NS 
 to effectively monitor the organisation’s  
 financial position, regulatory compliance   
 and service delivery?

Comments



3. Work effectively with management

How satisfied are you that: Not Satisfied Satisfied Not Sure

3-1 Board members understand and respect  1  2 3  4 NS 
 the separation of roles of the Board, Senior  
 staff and workforce. 

Comments

4. Organise effective Sub Committees

How satisfied are you that: Not Satisfied Satisfied Not Sure

4-1 The roles of the Board Committees  1  2 3  4 NS 
 are clearly understood, and the  
 Committees are operating effectively. 

Comments
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5. Ensure that the Board operates effectively

How satisfied are you that: Not Satisfied Satisfied Not Sure

5-1 Board members receive clear and  1  2 3  4 NS 
 succinct agendas and supporting  
 written material, sufficiently prior to   
 board and committee meetings? 

Comments

5-2 Meetings are chaired effectively? 1  2 3  4 NS 
  
   

5-3 Board members are given adequate  1  2 3  4 NS 
 opportunities to discuss issues and  
 ask questions? 



How satisfied are you that: Not Satisfied Satisfied Not Sure

5-4 There is follow up from Board meetings  1  2 3  4 NS 
 with implementation of Board decisions  
 and subsequent feedback on actions   
 taken on key issues?

Comments

5-5 The contribution and attendance level of  1  2 3  4 NS 
 all Board members is satisfactory? 
   

5-6 Induction and provision for professional  1  2 3  4 NS 
 development for Board members  
 is adequate?  
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General Assessment

What are the aspects of working with this Board that you find particularly enjoyable, or 
disappointing?

Are there any other comments or suggestions would you like to offer related to improving the 
Board’s performance?



Sample

FSP Board Evaluation: (date & year) 
Please rate the Board as a Whole 

Issues Ratings (please circle)
0 = Don’t know or  
       Not Relevant 
1 = Poor
5 = Yes or Excellent

Comments

1. Does the induction 
procedure adequately 
explain everything new 
directors need to know?

0 1 2 3 4 5

2. Are Board papers 
received in time to 
thoroughly prepare prior 
to meetings?

0 1 2 3 4 5

3. Are Board papers 
adequate and 
appropriate?

0 1 2 3 4 5

4. Does the Board 
follow good decision-
making processes?

0 1 2 3 4 5

5. Is sufficient time 
scheduled for Board 
meetings?

0 1 2 3 4 5

6. Do Board Meetings 
focus on important 
issues?

0 1 2 3 4 5

7. Has the Board 
explicitly agreed goals 
and objectives?

0 1 2 3 4 5

8. Are Board members 
whose performance 
is inadequate being 
addressed?

0 1 2 3 4 5

9. Has there been 
any incidents of 
Director conflict of 
interest that haven’t 
been satisfactorily 
addressed?

0 1 2 3 4 5
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Issues Ratings (please circle)
0 = Don’t know or  
       Not Relevant 
1 = Poor
5 = Yes or Excellent

Comments

10. Are all Directors 
encouraged to 
participate in meetings?

0 1 2 3 4 5

11. Do Directors 
challenge each other’s 
assumptions during 
Board discussions?

0 1 2 3 4 5

12. Does the Board 
create a “safe 
environment” for 
Directors to challenge 
or be challenged?

0 1 2 3 4 5

13. Are Directors able 
to comment candidly 
on contentious and 
sensitive issues?

0 1 2 3 4 5

14. Is there sufficient 
Board input into 
monitoring and 
evaluation of the CEO?

0 1 2 3 4 5

15. Does the Board 
effectively inquire into 
major performance 
deficiencies?

0 1 2 3 4 5

16. Do you consider 
other Directors always 
contribute to Board 
discussions?

0 1 2 3 4 5

17. Does the Chairman 
allow all Directors time 
to present their views?

0 1 2 3 4 5

18. Does the Board 
make changes in 
organisational direction 
when appropriate?

0 1 2 3 4 5

19. Rate the overall 
effectiveness of the 
Board

0 1 2 3 4 5



Notes
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