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Definitions
Unless the context otherwise requires:
ACSI means the Australian Council
of Superannuation Investors.
AGM means annual general meeting.
ASIC means Australian Securities
and Investments Commission.
ASX means Australian Securities
Exchange.
Board means board of directors.
Companies means ASX-listed
entities, including listed trusts, and
a company means an ASX-listed
entity, including a listed trust.
Designated account means the
segregation of underlying investors
into individual accounts on the share
register, for example, Anon Limited
<c/- National Nominees Limited>,
or INVIA Custodians Pty Limited
<Sample Superfund>.
Engagement refers to the ongoing
structured and informal interaction
— in person at a meeting, or over the
phone, or even by email or letter and
throughout the year, as well as in the
period leading up to, and at, the AGM
— of an institutional or retail investor
with a company about the company.
It can also be such an interaction of
a third party, such as a proxy adviser
or collective engagement service,
used by institutional investors, with
a company about the company. The
interaction may be initiated by either
side.
Engage has a corresponding
meaning.
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ESG issues means environmental,
social and governance issues.

Regnan means Regnan —
Governance Research & Engagement.

Exposure draft means the exposure
draft of the guidelines issued for
public consultation.

Significant institutional investors
means not just the institutional
investors with the current largest
equity interests in the company but
also the institutional investors with
the longest continuity of significant
equity interests in the company.
Those investors will often, but may
not always, be the same.

FSC means the Financial Services
Council.
Governance manager, in the case
of an institutional investor, means
its person or team handling voting,
governance and any associated
matters in respect of investee
companies and separate from its
investment team.
Institutional investors means
institutional investors that are
asset managers or asset owners
interested in the sustained longterm performance of their investee
companies and institutional investor
means such an asset manager or
asset owner, as the context requires.
Intermediary means a collective
engagement service or proxy
advisory service used by an
institutional investor.
Management, in the case of
a company, means its senior
management.
Pooled account means the
combination of the assets of
multiple clients held through one
omnibus account in the name of
the custodian or its nominee, for
example, Anon Custody Nominees
(Australia) Limited or National
Nominees Australia Limited.

Significant investee companies
means not just the companies
representing the institutional
investor’s current largest ASXlisted equity interests but also
the companies with the longest
continuity of significant investment
by the investor. Those companies
will often, but may not always, be
the same.
Smaller companies means
companies outside the ASX200.
Sponsors means Governance
Institute of Australia and Sandy
Easterbrook.
Voting means voting companies’
securities on resolutions submitted
by companies for shareholder vote.
Vote has a corresponding meaning.
Website means a discrete, public
access section of the company’s or
institutional investor’s (as the case
may be) website.
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Introduction
Engagement is the means whereby
companies and investors discuss
issues of importance to each of
them. It is not an end in itself.
The Principles and Guidelines are
designed to be used by companies
and their long-term institutional
investors as a tool for making their
engagement with each other more
effective.
Effective engagement between
companies and those investors
is important because it builds
alignment between them. That
enables them to work together to
help the company perform well
over the long term and to counter
short-term pressures in the market
inimical to sustained long-term
performance.
The Principles and Guidelines have
been developed for the Australian
market in consultation with
representatives from ASX-listed
companies, asset owners, asset
managers and intermediaries, each
with direct presence in this market
and offering valuable insights
and expertise on shareholder
engagement from their perspective.
They also take into account input
from the public consultation on the
exposure draft.
While the Sponsors have conducted
the research and consultation
process and are the authors,
the Principles and Guidelines
represent the most consistent
themes evidenced and expressed
by the stakeholders at this time
on improving engagement in
the Australian market between
companies and their long-term
institutional investors.

The Principles and Guidelines
address engagement between
ASX-listed companies and
institutional investors, but they also
have application to engagement
between companies listed on
other exchanges in Australia and
institutional investors.
It should also be mentioned that
hedge funds and some other
institutional investors are not
necessarily long-term investors and
that some institutional investors’
business model or investment style
does not include engagement.
The Sponsors will continue to
monitor the development of
engagement between companies
and institutional investors, including
their response to the Principles and
Guidelines, and will welcome further
feedback from time to time from
interested stakeholders.
In light of that experience, the
Sponsors may review the Principles
and Guidelines at an appropriate
time in conjunction with key
stakeholders.
Process of development
The Principles and Guidelines are
the outcome of an extended process
comprising:
• Stage 1 Roundtable convened
under the Chatham House Rule
by the Sponsors in June 2013
between invited principals of
companies and institutional
investors to look at practical ways
to improve engagement, and
thereby the overall relationship,
between companies and
institutional investors

• Stage 2 confidential, one-onone interviews by the Sponsors
between July and October 2013
of Roundtable participants, their
peers and other key stakeholders
with a significant involvement
in or knowledge relevant to
engagement between companies
and institutional investors
• Stage 3 circulation by the
Sponsors in November 2013 to
all Stage 2 participants of a draft
Background Paper and Guidelines
for review and comment
• Stage 4 release by the Sponsors
in February 2014 for public review
and comment of an exposure draft
Guidelines and accompanying
Background Paper reflecting the
most consistent themes evidenced
and expressed by the prior stage
participants.
Submissions on the exposure
draft can be found at
governanceinstitute.com.au/
shareholderengagement.
Acknowledgments
The Principles and Guidelines
have benefited from the invaluable
contributions made by many
representatives from ASX-listed
companies, asset owners, asset
managers, intermediaries and other
stakeholders. The Sponsors are
most grateful for their input. A list
of all those who participated in the
development of the Principles and
Guidelines can be found at
governanceinstitute.com.au/
shareholderengagement.
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Purpose and
Purpose
andapplication
application
The purpose of the Principles and
Guidelines
The Principles and Guidelines aim to
improve the efficacy of engagement
between companies and their
institutional investors.
They do so by promoting better
explanation and disclosure by
each side — and corresponding
understanding by the other side —
of basic information that enables
effective engagement between
them (Principles 1, 2 and 3); a
regular engagement program on
each side, including on ESG, to
foster a good ongoing relationship
(Principles 4 and 5); and the use of
technology to facilitate disclosure
and engagement (Principle 6).
A number of leading companies,
institutional investors and
intermediaries have for some time
been conducting their activities
substantially in this manner. The
Principles and Guidelines are
designed to help the broader
spectrum of the market, especially
companies and institutional
investors without large and wellresourced investor relations and
corporate access functions.
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depend on its circumstances,
size and the particular issue. The
Principles and Guidelines represent
sound engagement practice, but
it is recognised that there is no
‘one-size-fits-all’ approach to
engagement and not all aspects will
be applicable in all situations.
Smaller companies
Engagement by and with the smaller
companies is complex. The problem
is one of resources on both sides.
Except where an institutional investor
is a substantial shareholder (that
is, holding a five per cent or greater
equity interest) in a smaller company,
the limited engagement resources
of each understandably tend to be
prioritised to the core and different
commitments of each.2 That leaves
little or no capacity for engagement
with a wider set of institutional
investors, in the case of the smaller
companies, and with a wider set of
smaller companies, in the case of
institutional investors.

The application of the Principles
and Guidelines
The Principles and Guidelines are
intended primarily for companies
that are in, or gain entry to, the
ASX200 and for institutional
investors in respect of their
ASX200 investee companies.
Those companies and institutional
investors should be familiar with the
Principles and Guidelines.

There are, however, clear signs
of progress. Proxy advisers and a
number of institutional investors
(both asset managers and asset
owners) have taken steps to
arrange group visits to, or oneon-one meetings with, smaller
companies on their home ground.3
Those prearranged exchanges have
enabled institutional investors to
introduce themselves and explain
their guidelines and perspectives
and smaller companies to
explain their own challenges and
perspectives. The feedback from
such meetings has been positive on
both sides.

Precisely how each such company
and institutional investor applies
the Principles and Guidelines will

Smaller companies also are
naturally aspirational to move up
the index, develop, raise capital

and expand their shareholder base.
They recognise that, as they do so,
they need to be in an increasingly
better position to satisfy institutional
investor scrutiny, in general, and, in
nearly all cases being Australianincorporated companies, to avoid
a first strike on their remuneration
report, in particular.
In addition, smaller companies
are already required to consider
and disclose their corporate
governance practices under the ASX
Corporate Governance Council’s
Corporate Governance Principles
and Recommendations, which have
force under the ASX Listing Rules. It
makes sense, therefore, for smaller
companies — as early as possible —
to become familiar with expectations
in relation to governance and learn
to cope with institutional investor
scrutiny. One of the keys to coping
is to understand how to engage
effectively with institutional investors
and the consequent need to devote
some resources to that.
In turn, where a smaller company
demonstrates that it has done its
homework on that front and seeks
engagement with an institutional
investor, it is reasonable for the
investor to recognise that and
reciprocate.
It is, therefore, good governance for
smaller companies to endeavour
to implement the Principles and
Guidelines and for institutional
investors to endeavour to engage
with smaller companies that do so.
Retail investors
Retail investors also are frequently
long-term investors and it is
important to encourage good
engagement between companies

Heading
and their retail investors. This
includes engagement between
companies and the Australian
Shareholders’ Association, which
acts collectively on behalf of many
retail shareholders.

and institutional investors need to
understand clearly their obligations
to ensure that market-sensitive
information is neither released nor
sought during the engagement
process.

The Principles and Guidelines
concentrate on the participation
of institutional investors, in part
so that retail investors will thereby
gain a better understanding of key
aspects of the relationship between
companies and institutional investors,
including consensus on improving
engagement between them. That
should correct any misconceptions
of how those aspects of the
market work in practice and help to
improve the relationship, including
engagement, between companies
and investors generally.

ASX Listing Rule 3.1 requires
immediate disclosure of marketsensitive information by listed
companies. This obligation relates
only to information that is marketsensitive, and not to all information
held by a company.
Companies need to take care when
organising and participating in oneon-one meetings to ensure that
they do not breach their continuous
disclosure obligations through
selective disclosure.

More pluralistic approaches
to engagement could arise as
engagement evolves, including the
possible coming together of both
retail and institutional investors on
particular engagements.
Continuous disclosure
Adherence to the principles of
continuous disclosure by listed
companies and institutional investors
is integral to the integrity and proper
functioning of our equity markets.
It ensures that market-sensitive
information is released to all investors
simultaneously. Reducing the risk of
leaks or insider trading promotes and
preserves market integrity.
The Corporations Act prohibits a person
with market-sensitive information
from trading or procuring trading by
someone else or communicating
the information to someone likely to
trade or procure trading. The board
and senior executives of companies
© Governance Institute of Australia and Sandy Easterbrook
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Principles of engagement
Structure of the Principles and
Guidelines
The Principles and Guidelines
comprise:

Principle 4: It is good practice for
companies and institutional investors
to have a regular, efficient and
meaningful engagement program.

1.		 six Principles of engagement

Principle 5: It is good practice
for companies and institutional
investors to incorporate ESG issues
in engagement.

2.		 a set of practical Guidelines on
how to implement the Principle,
and
3.		 commentary providing further
context and explanation to
assist users.
The Background Paper issued with
the exposure draft Guidelines will also
be of assistance in understanding the
context and logic of the Principles
and Guidelines and is available at
governanceinstitute.com.au/
shareholderengagement.4
Principles of engagement
Principle 1: It is good practice for
institutional investors to explain
how they vote and engage with
companies; for companies to
explain how they engage with
institutional investors; and for each
of them to keep abreast of this
information.
Principle 2: It is good practice for
institutional investors and proxy
advisers to explain their voting and
other governance guidelines; how
they apply them to voting; when
they can engage; and for companies
to keep abreast of this information.
Principle 3: It is good practice
for companies to know their
significant institutional investors; for
institutional investors to know their
significant investee companies; and
for companies to know and engage
with intermediaries.
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Principle 6: It is good practice
for companies and institutional
investors to take advantage of
technology to facilitate disclosure
and engagement.

Principle 1: It is good practice for institutional
investors to explain how they vote and engage
with companies; for companies to explain how
they
engage with institutional investors; and for
Heading
each of them to keep abreast of this information
Guidelines to Principle 1
1.1: Institutional investors explain
how you vote
Institutional investors should clearly
explain to companies the activities
and processes the institutional
investor carries out in respect of
voting.5
The explanation should cover:
• the institutional investor’s process
for deciding or recommending how
votes should be cast, and
• the other steps that the
institutional investor takes to
reach, execute and report upon
that decision or recommendation.
The explanation should include:
• the information disclosed by the
company (for example, notice of
meeting booklet, annual report
including remuneration report
etc) that the institutional investor
reviews in connection with voting
• whether the institutional investor
uses one or more proxy advisory
services and, if so, how many
services and in respect of which
constituency of companies (for
example, the ASX200) and how
the institutional investor uses
the service(s) in connection with
voting
• any other information or service
the institutional investor reviews
or uses in connection with voting
• in the case of institutional
investors that are asset managers,
the steps they take to reach and
execute their voting decision or
recommendation and whether,
what and how they report on those
steps and their voting decision or
recommendation to their asset
owner or other client

• in the case of institutional
investors that are asset owners,
whether or in what circumstances
they control or execute voting
decisions and whether they
require their asset managers to
advise them, prior to voting, how
votes should be cast and the
manager’s reasons for that advice
and what use they make of that
advice.
In addition, institutional investors
are encouraged:
• to disclose in a timely manner all
their voting decisions6, and
• when they have decided to
vote contrary to the board’s
recommendation, to communicate
to the chairman of the company
at the time of the decision their
reasons for so voting.

institutional investor, typically
engages (for example, with the
company’s CEO and CFO at
management level on operational,
including ESG operational and
performance issues, and with
the company’s chairman and
remuneration committee chairman
at board level on ESG and
performance issues).
1.3: Institutional investors explain
your resources and set-up for
voting and engagement
Institutional investors should clearly
explain to companies how the
institutional investor is resourced
and set up to conduct the activities
and processes under voting and
engagement.
The explanation should cover, in
respect of voting:

Institutional investors are also
encouraged to disclose their policies
on stock lending.

• whether voting is part of the role
of the institutional investor’s
investment personnel, or

1.2: Institutional investors explain
how you engage with companies
Institutional investors should clearly
explain to companies the activities
and processes the institutional
investor carries out, and what thirdparty engagement or other service,
if any, the institutional investor
uses, in respect of engaging with
companies.

• whether the institutional investor
has a governance manager
handling voting, governance
and any associated matters in
respect of investee companies
and, if so, the contact details of
the governance manager and the
type and extent of interaction,
if any, between the governance
manager and the institutional
investor’s investment personnel in
connection with voting.

The explanation should cover how
the institutional investor, and service
used by the institutional investor,
engages with the company both at
management level and also at board
level.
The explanation should include
the company roles with which, and
issues on which, the institutional
investor, and service used by the

The explanation should cover, in
respect of engagement:
• whether the institutional investor
is a member or part-owner of
or otherwise uses a collective
engagement service for the purpose
of engagement, such as ACSI or
Regnan, and, if so, the contact
details of the head of the service

© Governance Institute of Australia and Sandy Easterbrook
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• whether or in what circumstances
the institutional investor
participates in engagement
exclusively via the engagement
service, jointly with the
engagement service, directly
one-on-one with the company or
directly with one or more other
institutional investors with the
company
• whether engagement at
management and/or board level
is wholly or partly the role of
investment personnel or any
collective engagement service
used by the investor and the
issues that are typically the
subject of that engagement
• if there is a separate governance
manager, whether engagement
at management and/or board
level is wholly or partly the role
of the governance manager and
the issues that are typically the
subject of that engagement
• whether, for reasons of limited
resources or otherwise, the
institutional investor prioritises
its engagement with companies
to a limited constituency and,
if so, how it determines that
constituency (for example, the
largest stocks by value, plus
any other holdings representing
a material percentage of a
company’s equity capital, in the
investor’s portfolio).
1.4: Asset owners explain how
you invest
Institutional investors that are asset
owners and have appointed external
asset managers should clearly
explain to companies who those
managers are and other appropriate
details of those managers.
8

Institutional investors that are
asset owners and have developed
or are developing some internal
asset management capability
should also clearly explain to
companies appropriate details of
that information, including contact
details of the head of internal asset
management.
1.5: Companies keep abreast
of the information disclosed by
institutional investors
Companies should keep
themselves up-to-date with, and
take appropriate account of, the
information disclosed by their
significant institutional investors.
Companies should allocate
responsibility for knowledge of
this information, and appropriate
dissemination of it within the
company, at both management
and board levels, to appropriate
resources of the company (for
example, the company secretary
and/or the company’s investor
relations function, whether
employed internally or sourced
externally).
Companies should clearly explain to
institutional investors how they have
allocated that responsibility.
1.6: Companies explain how you
engage with institutional investors
Companies should clearly explain
to institutional investors, and to
any collective engagement service
used by the institutional investor,
the activities and processes the
company carries out in respect of
engaging with institutional investors.
The explanation should cover
how the company engages with
institutional investors, or any

collective engagement service used
by the institutional investor, both at
investment personnel level and at
governance manager level.
1.7: Companies explain your
resources and set-up for
engagement
Companies should clearly explain
to institutional investors, how the
company is resourced and set
up to conduct the activities and
processes of engagement.
The company should make
disclosures in accordance with
Principle 6 of the ASX Corporate
Governance Council’s Corporate
Governance Principles and
Recommendations.
Companies are also encouraged to
explain to institutional investors:
• how or through whom
management or the board may be
contacted for engagement
• what periods during the year
are best for the company for
engagement, and whether
any periods are problematic
for engagement, whether with
institutional investors’ investment
personnel or governance
managers or any collective
engagement service used by
institutional investors
• whether, for reasons of limited
resources or otherwise,
the company prioritises its
engagement with institutional
investors to a limited constituency
and, if so, how it determines that
constituency (for example, any
institutional investor holding five
per cent or more of the company’s
equity capital, plus the remaining
top 20 investors by value).
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1.8: Institutional investors keep
abreast of the information
disclosed by companies
Institutional investors, and any
collective engagement service
used by them, should keep
themselves up-to-date with, and
take appropriate account of, the
information disclosed by their
significant investee companies.
Institutional investors should
allocate responsibility for knowledge
of this information, and appropriate
dissemination of it within the
investor, to appropriate resources
of the investor (for example,
the investment team and/or the
governance manager).
Institutional investors should clearly
explain to companies how they have
allocated that responsibility.
Commentary
The mosaic of voting and
engagement
Asset owners have traditionally
outsourced, on the advice of their
consultants, investment of their
funds to panels of external asset
managers with accepted expertise
and experience in the selected
investment area. This was mainly due
to the generally small size (relative
to today — a few major companybased funds were exceptions to the
rule) and minimal in-house resources
of those owners.7
The appointment of each asset
manager has been pursuant to a
specified mandate, under which the
manager has traditionally handled
all aspects of the mandate. This
includes, in the case of equities,
selection (including changes) of
stocks, voting of those stocks and

any engagement with each investee
company.

Some consequences of that
increasing maturity are:

Traditionally, engagement by the
asset manager has been with
the company management on
financial results and prospects
and operational matters but it has
expanded to also cover governance
and associated matters typically at
company board level, and usually
with the company’s chairman. At
times the chairman is accompanied
in such engagement meetings
by another representative of the
company (for example, the chairman
of the remuneration committee).

• asset owners have become or
are becoming increasingly active
in selecting, and monitoring the
performance of, their external
asset managers, including, in the
case of equities, the managers’
performance of delegated voting
and other aspects of monitoring
the corporate governance of
investee companies. Typically, in
such cases, the asset manager
has to report its activity to the
owner client ‘after the event’ on a
quarterly or other basis, including
how it voted on securities owned
by the client and the reasons why
it took those voting decisions

In some asset managers, all aspects
of the mandate, including voting
and engagement, are carried
out by the investment team. In
others, investment aspects are
handled by the investment team
and there is a separate person
or team handling the governance
and associated matters, including
voting and board-level engagement.
In these latter cases, the type
and extent of interaction between
the investment and governance
elements can vary. In other cases
still, the asset manager plays no
role in engagement with companies
(for example, certain passive or
quantitatively-driven portfolios
where stock selection is driven by
technical input rather than company
fundamentals).
However, as the pool of compulsory
superannuation contributions
in Australia has increased8, so
have the size (accelerated by
consolidation, for various reasons,
in the industry), resources and
sophistication of the asset owners
that control the investment of those
monies.

• many asset owners have
accordingly developed their
in-house capacity to handle
the selection and monitoring of
external managers, including the
manager’s voting and governance
activity. As in the case of asset
managers, in some asset owners
that work is part of the role of
investment personnel; in others,
there is a separate person or team
handling voting and associated
matters
• in a considerable number of
cases, asset owners have
reserved to themselves by
various mechanisms the ultimate
control of voting decisions.
This can range from voting on a
limited number of controversial,
high-profile and/or companyspecific decisions, where the
asset manager has to consult in
advance with the asset owner and
vote as decided by the owner,
through to the asset owner itself
voting, via one of the available

© Governance Institute of Australia and Sandy Easterbrook
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electronic proxy voting platforms,
on all resolutions submitted for
shareholder vote for all stocks
owned by the owner. The latter is
usually to ensure that individual
stocks owned by the asset owner,
which may be duplicated in asset
manager portfolios, are always
voted the same way and votes
do not ’cancel each other out’ if
managers vote differently from
one another
• more recently, a growing number
of larger asset owners have
developed or are developing
some internal funds management
capability, in part to improve their
capability and expertise in external
manager selection and monitoring
• again more recently, a growing
number of larger asset owners
are directly engaging with
selected investee companies in
the asset owner’s portfolio, for
example, the top 20/25 stocks by
value plus any other ‘substantial’
holdings (representing five per
cent or more of the investee
company’s equity capital). In turn,
this limited direct engagement is
selected by the asset owner to
make the best use of its limited
resources for direct engagement
• a different and earlier important
development has been direct
engagement with companies
by a body, such as ACSI or
Regnan, acting on behalf and
with the authority of a client
group of asset owners. In some
of these cases, the asset owner
client delegates engagement
exclusively to the collective body
and, in other cases, the owner
may also conduct limited direct
engagement itself.
10

Notwithstanding the increasing
participation of asset owners in
voting and engagement, as outlined
above, it can still be deeply ingrained
in some companies that those roles
are outsourced to asset managers.
As a result, those companies are
not accustomed to including the
beneficial — or asset — owner in
the engagement process.
For those companies, the term
‘institutional investor’ compounds
the difficulty, because it blurs the
line between the asset manager and
the latter’s client, the asset owner.
This can be further compounded if
the company hears from the asset
manager that the company does
not need to engage with the asset
owner and, indeed, a considerable
number of asset owners have not
(yet) developed a model of seeking
to engage or, as indicated above,
have delegated engagement
exclusively to a body such as ACSI
or Regnan.
Consequently, while there is
increasing appetite among both
companies and institutional
investors for constructive
communication and engagement
with each other, there is
considerable variation both in
how far each company and each
investor has progressed in that
regard and in how each is set up
for that purpose. Correspondingly,
although understanding these
matters is fundamental to
effective communication with
and engagement by a company
and an institutional investor, that
understanding is often imperfect.
With some exceptions, the larger
organisations (both companies

and institutional investors) are
more advanced, competent and
knowledgeable in these matters,
which is generally a product of their
available resources.9
However, all companies, large and
small, should be able to readily and
easily access such fundamental
information in the case of their
significant or potential institutional
investors; and investors should
be able to similarly access
corresponding information about the
company.
Companies are accustomed to
disclosing a variety of governance
information publicly for the benefit
of investors — generally this is
made available on the company’s
website as well as in the annual
report.10 However, such disclosure
by companies is not comprehensive
or uniform across the board.
The manner in which institutional
investors disclose how they manage
voting; how they choose to engage,
including the use of third-party
engagement or other services; and
how they are set up to engage on
governance and associated matters
is, with a few notable exceptions,
much less comprehensive and is
certainly not uniform.
How asset owners invest, in terms
of who their asset managers are,
or whether they have developed
or are developing internal asset
management capability, is also
frequently unclear.
Disclosure is intended to address
the current lack of consistent and
comprehensive information.

Principle 2: It is good practice for institutional
investors and proxy advisers to explain their
voting and other governance guidelines; how they
apply
them to voting; when they can engage; and
Heading
for companies to keep abreast of this information
Guidelines to Principle 2
2.1: Institutional investors explain
your voting and other governance
guidelines and how you apply
them
Institutional investors should clearly
disclose to companies the voting
and other governance guidelines (for
example, their own set of guidelines
or one of the publicly available
industry guidelines11), or a summary
of the key points of the guidelines,
that they apply to companies.
Institutional investors should
clearly disclose to companies how
they apply guidelines and voting
recommendations, including whether
they vote the company’s securities:
• in strict accordance with the
institutional investor’s voting and
other governance guidelines or
with the voting recommendations
of the institutional investor’s
proxy adviser or with some other
predetermined system, or
• on a case-by-case basis, taking
into account the institutional
investor’s voting and other
governance guidelines and/or
the voting recommendations of
one or more proxy advisers and
other information considered
relevant by the institutional
investor, including the particular
circumstances of the company
and, in the case of asset owners,
information received from their
asset managers.
2.2: Proxy advisers explain your
voting and other governance
guidelines and how you apply them
Proxy advisers should clearly
disclose to their clients, and to the

companies on which they report
to their clients, the voting and
other governance guidelines, or a
summary of the key points of the
guidelines, that they apply to those
companies and how they apply them
in making voting recommendations.
2.3: Institutional investors and
proxy advisers explain when to
engage
Institutional investors should
clearly disclose to their investee
companies what periods during the
year are best for engagement with
the institutional investor, and any
collective engagement service used
by the institutional investor, and
whether any periods are problematic
for engagement.
Proxy advisers should clearly
disclose to their clients, and to the
companies on which they report to
their clients, what periods during
the year are best for engagement
with the proxy adviser and whether
any periods are problematic for
engagement.
2.4: Companies keep abreast of
this information
Companies should keep
themselves up-to-date with, and
take appropriate account of, the
information disclosed by their
significant institutional investors,
and the equivalent and other
information disclosed by proxy
advisers.
Companies should allocate
responsibility for knowledge of
this information, and appropriate
dissemination of it within the
company at both management
and board levels, to appropriate

resources of the company (for
example, the company secretary
and/or the company’s investor
relations function, whether
employed internally or sourced
externally).
Companies should clearly explain to
institutional investors how they have
allocated that responsibility.
Commentary
Governance and voting
In Australia the ASX Corporate
Governance Council’s Corporate
Governance Principles and
Recommendations are the
benchmark for companies and
their primary source of governance
guidance. They have achieved
market consensus, as the Council
comprises 21 stakeholder bodies
representing all interested parties,
including institutional investors and
listed companies. The Council’s
guidelines have widespread
support, and importantly recognise
that there is no ‘one-size-fits-all’
approach to governance.
However, many institutional investors
(asset managers and asset owners)
have adopted guidelines (either their
own guidelines or one of the publicly
available industry guidelines) for the
voting of ASX-listed stocks in their
portfolios and other aspects of the
governance of those companies.
While there can be commonality in
some areas between these investor
guidelines and the ASX Corporate
Governance Council guidelines, they
can conflict at times.
Many institutional investors and
proxy advisers already provide
their guidelines or a summary of
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Heading
the guidelines to companies or
otherwise make those guidelines
or a summary publicly available,
including through disclosure on their
website. However, the practice is not
comprehensive or uniform across all
asset managers, asset owners and
proxy advisers.
It is not always clear to companies
how proxy advisers apply their
guidelines in their analysis of a
company, including in making
voting recommendations, and how
institutional investors apply their
guidelines and proxy adviser voting
recommendations in making a
voting decision.
In particular, some institutional
investors, notably some based
overseas and without Australianbased resources, are believed to
effectively outsource the voting
of ASX-listed stocks in their
portfolios, usually through an
automatic electronic process. In
these cases, the stocks are voted
in strict accordance either with the
voting recommendations of the
institutional investor’s proxy adviser
or the voting guidelines or policies
customised for the investor by the
proxy adviser or another promoter of
such a service.
This one-size-fits-all practice
provides the institutional investor
with the cheapest voting outcome.
It also often includes a standard
or customised electronic voting
reporting system that enables
the investor to report that it has
carried out its own or delegated
voting responsibilities in respect
of all stocks in accordance with a
consistent policy.
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This approach should be contrasted
with the well-evidenced practice of
other institutional investors, notably
those with significant Australianbased resources, to make their own
case-by-case voting decisions.
They do so by taking into account
research and recommendations
from a range of sources, including:
• their own voting and other
governance guidelines
• the voting recommendations of
one or more proxy advisers —
some asset managers and asset
owners subscribe to more than
one proxy advisory service — and
• other information considered
relevant by the institutional
investor, including the particular
circumstances of the ASX-listed
company, and in the case of asset
owners, information from their
asset managers.
This approach is, of course, more
resource-intensive, and therefore
more costly, for the institutional
investor but results in a more
considered and informed voting
decision in each case.
For companies to be able to engage
effectively with their significant
institutional investors and proxy
advisers, they need to understand
all of these issues at both board and
management levels.
For example, companies should
understand institutional investor
and proxy adviser guidelines and
how they are applied, and their
implications for the company
generally and for the company’s
constructive engagement with the
institutional investor in particular.

It is recognised that the proxy
adviser and institutional investor
guidelines can differ. For example,
some guidelines will contemplate
investors exercising discretion in
determining whether to support or
vote against a particular proposition,
despite a company’s apparent
non-adherence to the guidelines,
whereas others may recommend
a vote against if the company
does not meet the terms of the
guidelines.
Consequently, engagement will be
enhanced if companies understand
the guidelines of their institutional
investors, what is important to them
and can discuss their consideration
of their institutional investors’
guidelines.
Such understanding will also assist
companies to explain to their
institutional investors why they have
applied governance practices that
may differ from those set out in
the institutional investor’s or proxy
adviser’s guidelines.
When to engage
The vast majority of ASX–
listed entities are companies
incorporated under the
Corporations Act. The Act and
the ASX Listing Rules impose
requirements on listed companies
in relation to the release of the
results and the AGM, including:
• lodgment of results with ASX
within two months after the end of
the company’s financial year, and
lodgment of the annual report with
ASIC and ASX within three months
after the end of the company’s
financial year

Heading
• holding an AGM once a year no
later than five months after the
end of the company’s financial
year
• providing shareholders with a
minimum of 28 days’ notice of a
general meeting.
In practice, this means that for the
majority of companies (those with a
30 June balance date) the results are
issued during August and the AGM
is held on a day in the two-month
period from October to November.
This introduces constraints into the
system, as multiple annual reports
and notices of meeting are issued
at much the same time, requiring
analysis by institutional investors and
proxy advisory services within a very
tight timeframe. This period takes
place from mid-September to midNovember and is referred to as the
‘peak period’ for institutional investors
and proxy advisory services.

Institutional investors and proxy
advisers should also let companies
know their capacity and policies
for engagement with companies
at various times of the year, both
in respect of matters that may be
the subject of voting analysis and
in respect of broader issues that
may be mutually useful topics of
engagement.
Consequently, companies should
allocate responsibility for knowledge
of all of these issues and for their
dissemination within the entity at
both board and management levels.
While companies should be free to
nominate to which resource these
responsibilities have been allocated,
according to their resources and
size, the company secretary and
investor relations functions, whether
employed internally or sourced
externally, are good examples of
where these responsibilities may sit.

Consequently, an institutional
investor or proxy advisory service
will have difficulty finding time
to communicate with companies
between mid-September and
mid-November unless they are
seeking to engage with a particular
company in relation to specific
proposed resolutions. On that
basis, companies should set
up meetings in advance of the
reporting season, which could
provide useful input into any
decision-making concerning
matters that will go before
shareholders later in the year.
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Principle 3: It is good practice for companies to
know their significant institutional investors; for
institutional investors to know their significant
investee companies; and for companies to
know and engage with intermediaries
Guidelines to Principle 3
3.1: Companies know your
significant institutional investors
Companies should know who their
significant institutional investors are,
at both asset manager and asset
owner level.
Companies that do not already know
who their significant institutional
investors are should utilise the
ownership tracing regime available
under the Corporations Act to
identify their significant institutional
investors, at both asset manager
and asset owner level.
Companies may always invite
institutional (or other) investors
(for example, those of a size
and importance to the company
commensurate with the company’s
resources to engage) to make
contact with the company and
indicate their interest in engaging
with the company.
3.2 Institutional investors
know your significant investee
companies
Institutional investors that are asset
managers should know who their
significant investee companies are
and should know enough about the
businesses, governance and other
relevant circumstances (including in
relation to each proposal submitted
for shareholder vote) of each
company in a portfolio they manage
to make informed voting decisions or
recommendations in respect of the
company (if their mandate includes
voting or recommending voting
decisions) and to undertake effective
engagement in respect of the
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company (if their mandate includes
engaging with the company).
Institutional investors that are asset
owners and control or make voting
decisions should endeavour12 to
know who their significant investee
companies are and to know enough
about the businesses, governance
and other relevant circumstances
(including in relation to each
proposal submitted for shareholder
vote) of each such company to
make informed voting decisions and
(unless delegated to a collective
engagement service) to undertake
effective engagement in respect of
the company.
Institutional (or other) investors
may always invite investee
companies (for example, those
of a size and importance to the
investor commensurate with the
investor’s resources to engage) to
make contact with the investor and
indicate their interest in engaging
with the investor.
Institutional investors that are asset
owners are also encouraged to
consider ways to disclose to the
company that the asset owner is
the ultimate beneficial owner of the
relevant number of the company’s
securities.
3.3: Companies know and engage
with intermediaries
Companies should know, and at
appropriate times engage with,
the proxy advisers and collective
engagement services (such as
ACSI or Regnan) operating in the
Australian market and used by their
significant institutional investors.

Commentary
Companies should know who their
significant institutional investors are,
both at asset manager and asset
owner level, bearing in mind that the
company’s securities owned by an
asset owner may be duplicated in
two or more of its asset managers’
portfolios.
For this purpose, companies should
know, and understand how to use,
the beneficial ownership tracing
provisions of the Corporations
Act13 and how those provisions can
identify their significant institutional
investors on a regular and
systematic basis14, including through
use of one of the businesses that
undertake such tracings for a fee.
Many companies already make
judicious use of the ownership tracing
provisions to ascertain who their
significant investors are, including
both asset managers and asset
owners.15 By using that information
the company can prioritise its
investors for engagement and plan
how and when it should engage
with them, thereby best targeting its
efforts and making best use of its
available engagement resources.
The tracing notice regime is, however,
bureaucratic and cumbersome
to apply, and in conjunction with
the breadth of different types of
custodians and nominees it is not as
efficient in providing information on
the beneficial owners of the company
as it could be.
Asset owners are encouraged to
consider the benefits of letting
companies know that the asset
owner is the ultimate beneficial

owner of the relevant number of the
company’s securities.
Some asset owners appear
directly and in their own name
on shareholder registers, making
the process straightforward for
companies to identify their interests
in companies. This can also be done
by the asset owner communicating
this directly to the company, which
some major asset owners already do.
It is, however, important that
shareholders continue to be able
to structure their holdings in the
manner best suited to them, which
includes the capacity for the
underlying beneficiary of the shares
to be someone other than the
shareholder whose name appears
on the register (generally referred to
as registration in a nominee).
Institutional investors also have the
option to use, instead of pooled
accounts, designated accounts,
where the beneficial owner is
identifiable and the securities
of multiple investors are not comingled. This is a very relevant
solution to all of the problems
created by the voting processes
for pooled accounts, as well as
assisting companies to identify
their owners. Voting remains a core
governance mechanism, and the
integrity of voting processes and
commensurate enfranchisement of
properly entitled investors is one
key aspect of engagement.16
Voting the securities of companies
to fulfil governance obligations
appropriately requires sufficient
understanding of both the company
and the issues it faces. It is for the
asset owner to decide how it will

access the information that will
build this understanding. They may
obtain advice from asset managers,
or intermediaries such as ACSI and
Regnan, as well as research from
proxy advisory services. Many asset
owners subscribe to more than one
proxy advisory service, refer to that
research and also take soundings
from their asset managers, but
make their own voting decisions.
Bodies such as ACSI and Regnan
are authorised by some asset
owners to engage on their behalf.
As intermediaries, their role is to act
on behalf of the collective, and their
business model is to understand
the operations and issues of the
companies in which the asset
owners invest in order to facilitate
engagement. In these instances,
the asset owners that utilise such
intermediaries see the collective
model as more efficient than any
one owner seeking to build up the
requisite expertise on the business
and issues of the companies in
which it invests — there is an
economy of scale.
Collective engagement is also
undertaken on the basis that as
a group they are more likely to
be influential, as well as that it is
efficient and cost-effective. The
asset owners also recognise that it
is efficient for the companies.
Even the best-resourced asset
managers and asset owners require
quality, independent information
gathered by proxy advisory services.
Accessing quality, independent
information in relation to a range
of issues assists institutional
investors to discharge their voting
responsibilities.
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Principle 4: It is good practice for
companies and institutional investors to
have a regular, efficient and meaningful
engagement program
Guidelines to Principle 4
4.1: Companies and institutional
investors engage regularly
Companies should engage on a
regular basis and at appropriate
times with their significant
institutional investors, or, if
appropriate, with the collective
engagement service used by those
institutional investors. Institutional
investors, or, if appropriate, their
collective engagement service,
should engage on a regular basis
and at appropriate times with their
significant investee companies.
Each should do so whether or not
there are controversial or other
matters that demand engagement.
4.2: Companies and institutional
investors engage efficiently and
meaningfully
The resources and time for
engagement of both companies
and institutional investors are finite.
Companies, institutional investors
and/or the collective engagement
services used by them, should
endeavour to arrange, plan and
conduct their engagement so that
each engagement is as effective,
efficient and meaningful as possible
for all parties. Having a clear
purpose and scope for the meeting
on both sides will assist this.
In particular each should:
• consider whether it would be
effective and efficient to agree in
advance issues for engagement,
to provide relevant information,
to become familiar with such
information and to involve
appropriate personnel

16

• consider whether there may be
issues that are appropriate and
suitable for group engagement,
bearing in mind that there are
likely always to be issues on which
both companies and institutional
investors will want to have oneon-one engagement, possibly
after or in addition to group
engagement
• maintain appropriate records of
the outcome of any engagement
and consider whether it would be
mutually useful to exchange such
records
• give due and timely consideration
to any request of the other party
for the purpose of a proposed
engagement.
Companies and institutional
investors should also endeavour
to maintain appropriate continuity
of engagement personnel and to
institute succession planning for
such personnel so that appropriate
engagement capacity is maintained.
Commentary
Companies should not wait until
a problem or controversial issue
arises to attempt engagement for
the first time.
It is a useful mindset for companies
and their boards to make the
time to have fruitful, non-rushed
discussion with their institutional
investors and their intermediaries
that can influence decisionmaking. The engagement season
for institutional investors and their
intermediaries runs for at least six
months of the year and should not

be ‘crammed’ into one month after
the announcement of results or halfyearly results. Many asset owners
seek to meet with the chairman and
relevant committee chairmen at
least annually to discuss strategy,
governance and related matters.
All parties should aim for
constructive, targeted discussion
and debate based on sound
evidence. With more parties seeking
engagement, efficiency is essential.
While group briefings can be
efficient in targeting more than one
institutional investor simultaneously,
these have their limitations.
Such briefings tend to facilitate
the provision of information by
the management or chairmen of
companies, but not the provision
of feedback. That is, they tend
to be one-way communication.
Institutional investors are less likely
to participate actively in such group
briefings — they will listen, but be
less inclined to ask penetrating
questions. Such questions can be a
source of competitive advantage for
institutional investors.
One-on-one meetings provide for
a two-way dialogue where issues
can be addressed on a case-bycase basis, providing for the frank,
informed discussion that is mutually
beneficial.
An agenda may not always be
appropriate, but without clarity as
to the purpose and expectations
of each engagement, the meeting
could be unfocused, ill-informed and
unproductive.

Engagement and continuous
disclosure
In conducting their engagement,
companies and institutional
investors will be mindful of
continuous disclosure requirements.
Practical steps for companies could
include:
• having clear internal guidelines
about what can and cannot be
discussed
• ensuring that more than one
person from the company
attends/participates in the
engagement
• making access to any group
engagement as broad as possible
• keeping records of the
engagement, such as voice
recordings or detailed notes
• reporting all engagements to the
person within the company who
has executive responsibility for
continuous disclosure obligations
• having procedures in place to
review the information disclosed
in the engagement to ensure the
company meets its continuous
disclosure obligations
• regularly testing that internal
procedures are being
complied with.
Institutional investors could also
consider adopting these practices
as appropriate.
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Principle 5: It is good practice for
institutional investors and
companies to incorporate ESG
Heading
issues in engagement
Guideline to Principle 5
5.1: Companies and institutional
investors incorporate ESG issues
in engagement
Companies and institutional
investors, and the collective
engagement services used by
them, are encouraged to broaden
the scope of engagement beyond
remuneration and board composition
to cover relevant long-term strategic
issues, including investment risk,
many of which may be ESG-related.
Companies and institutional investors,
and the collective engagement
services used by them, should
discuss and endeavour to agree
how engagement on ESG issues in
respect of the company should be
arranged, planned and conducted
so that it is as effective, efficient and
meaningful as possible for all parties.
Engagement can be a useful tool by
which companies and institutional
investors can understand and usefully
discuss each other’s expectations on
ESG issues.
In particular:
• companies and institutional
investors, and the collective
engagement services used
by them, should discuss how
responsibility is allocated
within the company between
management and the board for
particular ESG issues, bearing in
mind that the board has ultimate
responsibility for such issues. For
its own security as well as the
security of investors, the board
will need to be satisfied, and
accordingly monitor, that those
issues are being appropriately
addressed
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• companies and institutional
investors, and the collective
engagement services used by
them, should seek to make
engagement on such issues as
effective, efficient and meaningful
as possible for all parties.
Commentary
Governance issues must always
be a board responsibility. However,
environmental and social (E&S)
matters, which are frequently of an
operational nature and properly part
of management’s responsibility, may
also be a matter for discussion with
the board, including discussions of
the risks attached to these areas.
Institutional investors have concerns
about the longer-term implications of
mismanagement of E&S risks for the
value of the investment. Even if there
is no risk at present, these broader
issues can have an impact on longterm investment. E&S matters can
be potential warning signs of poor
cultural values and management
of material risks generally. On that
basis and in line with the increasing
focus on risk management as a key
aspect of governance, the board’s
responsibility to oversee the proper
handling of E&S matters can be a
subject of engagement.
The significance of key ESG
risk factors such as bribery and
corruption exposure and the
management of labour and human
rights practices in a company’s
supply chain, particularly for
companies with offshore operations,
as well as climate risk exposure are
examples of where board oversight
would be of interest to institutional
investors in an engagement.

As long-term investors in economies
and markets, institutional investors’
consideration of investment
decisions with an integrated
approach to sustainability is
intended to enhance returns while
minimising risk. As such, they are
considering the consequences and
implications of the themes that will
drive global economies over the
next five, 10 and 15 years, such
as potential resource scarcity,
technology, aging population and
population growth more generally.
Importantly, institutional investors
do not look on ESG matters in
terms of promoting ethical or other
investment values but as a matter
of risk management to guard
against longer-term damage to their
investment’s value.
All such engagements must, of
course, observe the continuous
disclosure regime.

Principle 6: It is good practice
for companies and institutional
investors to take advantage
of
technology to facilitate
Heading
disclosure and engagement
Guideline to Principle 6
6.1 Take advantage of technology
to facilitate disclosure and
engagement
Companies and institutional
investors are encouraged to employ
technology, preferably a discrete,
public-access and user-friendly
section of their websites, to provide,
and to update in a timely manner,
the disclosure elements of the
Principles and Guidelines.
Companies and institutional
investors should for ease of
reference appropriately label, link
and index their websites, which
provide and update the disclosure
elements of the Principles and
Guidelines.
Should an institutional investor
have a valid reason not to provide
any of the disclosure elements
of the Principles and Guidelines
on its website, it should contact
the companies in which it invests
to provide them with, and to
update in a timely manner, that
information in a user-friendly way.
Correspondingly, should a company
have a valid reason not to provide
any of the disclosure elements of
the Principles and Guidelines on
its website, it should contact its
institutional investors to provide
them with, and to update in a timely
manner, that information in a userfriendly way.17
Hedge funds and other institutional
investors whose business model or
investment style does not include
engagement should disclose that
information on their website so that
companies understand the position.

Companies and institutional
investors should also employ
technology to facilitate engagement,
as appropriate. They should
endeavour to use technology for the
timely distribution of information
that is appropriate and suitable for
such distribution prior to conducting
engagement.
Companies and institutional
investors should also explore
whether technological channels of
communication, such as webinars,
may facilitate engagement, as
appropriate.
Commentary
Using technology facilitates the
provision of governance and other
information and access to it. In
particular, the use of a discrete
governance section on the website
of a company or institutional
investor, which is easily accessible
and easy to navigate, facilitates
disclosure and understanding.

focused solely on their members
(shareholders) but are also focused
on providing relevant information
to customers, staff and other
stakeholders. It is good governance
practice for both companies and
institutional investors to take
account of and satisfy, preferably
via their websites, the information
needs of a wider set of stakeholders.
Consideration also needs to be given
to introducing further efficiencies
into the process of engagement.
Technology such as webinars could
be used to disseminate information
when an entity seeks to provide
information to a range of investors,
for example, if it is introducing a new
remuneration framework.

The 3rd edition of the ASX Corporate
Governance Council’s Corporate
Governance Principles and
Recommendations includes a new
recommendation that a listed entity
should provide information about
itself and its governance to investors
via its website. This recognises
that, in the digital age, market
participants expect information of
key stakeholders to be freely and
readily available on their websites.
While the websites of asset owners
are focused properly on their
members rather than on the needs
of the companies in which they
invest, company websites are not
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Notes

1

AIMA was merged in 1998 with two other
investor bodies into a single organisation that
is now called the Financial Services Council.

7

Some asset owners are legally required
to invest exclusively via third-party asset
managers.

2

Smaller companies, many of which have
little or no revenue and limited and stretched
human resources, tend to be focused on
raising and conserving capital (which requires
close attention to satisfying existing, and
seeking to attract further, major financial
backers and/or partners) and on the daily
demands of their incipient businesses;
whereas institutional investors, in the case of
ASX-listed companies (specialist small cap
asset managers excepted) tend to be focused
on the larger companies, where most of their
clients’ or beneficiaries’ funds are invested.

8

Superannuation investments now exceed
the $1.8 trillion mark in Australia and
represent the fourth largest pool of such
monies globally.

9

It should also be recognised that
engagement with their investee companies
is simply not part of the business model
of some asset managers. Consequently,
those managers do not engage and are not
resourced to do so.

3

4

20

For example, in pre-arranged out-of-proxy
season visits to a Perth venue convenient for
many of the smaller explorers, miners and
others based in Western Australia.
The structure, including the numbering, of
the Principles and Guidelines differs from
that of the exposure draft material, including
the Background Paper, but the substance of
the two versions does not significantly differ.

5

While Guideline 1 deals with voting and
that issue is important in the context of
engagement, effective engagement involves
far more than voting issues.

6

FSC Standard No 13: Voting Policy, Voting
Record and Disclosure requires all members of
the FSC to formulate a voting policy (including
proxy voting) for each scheme it operates;
whether or not it engages the services of a
voting or proxy consultant in the exercise of
its voting rights; and to require disclosure of
these matters and details of the exercise of its
voting rights (on ‘an entity and resolution level’
basis) in respect of each financial year.

10 The 3rd edition of the ASX Corporate
Governance Council’s Corporate Governance
Principles and Recommendations clarifies in
Principle 6 that all ASX-listed entities should
provide a clearly accessible section on their
website related to corporate governance.
11 For example, those published by ACSI and
FSC.
12 It is recognised that some hedge fund and
other asset managers do not disclose the
identity of investee companies to their asset
owner clients.

16 Computershare has undertaken research
on the effects of pooled accounts on the
integrity of the voting process. The research
shows that a number of issues can arise,
including over-voting, a lack of transparency
and concerns about timeframes, all of which
have implications for governance outcomes.
See Computershare response to CAMAC
discussion paper, The AGM and shareholder
engagement, 21 December 2012, at
www.camac.gov.au/camac/
camac.nsf/byHeadline/
SubmissionsAGM?openDocument;
Computershare/Georgeson, Intelligence
Report, Insights from company meetings
held in 2013, Australia, March 2014;
and Transparency Of Share Ownership,
Shareholder Communications And Voting In
Global Capital Markets, March 2014
17 Companies should note Recommendation
6.1 in the 3rd edition of the ASX Corporate
Governance Council’s Corporate Governance
Principles and Recommendations, which
states that: ‘A listed entity should provide
information about itself and its governance
to investors via its website’.

13 For the beneficial ownership tracing
provisions, see s 672 of the Corporations
Act.
14 A number of companies arrange for such
tracings to be conducted quarterly, although
newly listed companies and those facing
particular circumstances may conduct them
more regularly.
15 Companies that do not do their own
tracing employ one of the businesses that
undertake such tracings to do so for them.
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