
 

 

 

 

 

firsthealth Ltd Role and Duties of Directors 

 
firsthealth Ltd, trading as Murrumbidgee Primary Health Network, is governed by a skills-based Board of 
nine (9) Directors. A key feature of the Board is that Directors are appointed for their skill and will have 
no representational commitment to an organization, profession or sector of the community. 
 
Extract from AICD on Role and Duties of Directors, source document can be found at: 
http://aicd.companydirectors.com.au/resources/not-for-profit-resources/nfp-resources/nfp-
governance/nfp-director-duties 
 
Directors govern a company on behalf of the shareholders (members) of that company.  The Corporations 
Act 2001 states in s 198A (1) that ‘The business of a company is to be managed by or under the direction 
of the directors’. All directors have certain basic legal duties and responsibilities. The duties and 
responsibilities imposed on directors under the Corporations Act 2001 apply to many different 
organisational structures, such as public companies, proprietary companies, etc. 
 

Director duties under the Corporations Act 2001 include, but are not limited to: 

 Care and diligence - exercise their powers and discharge their duties with the care and diligence 
that a reasonable person would have if they were a director of a company in the company’s 
circumstances and occupied the office held by, and had the same responsibilities as, the director. 

 Good faith - exercise their powers and discharge their duties in good faith in the best interests of 
the company and for a proper purpose. 

 Improper use of position - not to improperly use their position to gain an advantage for 
themselves or someone else, or to cause detriment to the company. 

 Improper use of information - not to improperly use information obtained through your position 
to gain an advantage for themselves or someone else, or to cause detriment to the company. 

 Disclosure - material personal interests must be disclosed in a wide range of circumstances. 
 Insolvency - prevent insolvent trading by the company. 

Are There Additional Directors’ Duties under the Corporations Act? 
In addition to the duties discussed above, other significant duties and responsibilities under the 
Corporations Act 2001 include: 

 Insolvent trading - directors have a duty to ensure that a company not trade whilst insolvent or where 
they suspect it might be insolvent (s 588G); 

 Financial information - taking reasonable steps to ensure that a company complies with its obligations 
in the Corporations Act 2001 related to the keeping of financial records and financial reporting (s 344); 

 Disclosing directors’ interests - disclosing matters relating to the affairs of the company in which 
he/she has a material personal interest (s 191), particularly in the context of the requirement that 
public companies obtain shareholder approval for related party transactions (s 208), and disclosure of 
director’s interests to the market (s 205G); 

 Lodging information with ASIC (s 188); 
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Are There Directors’ Responsibilities Under Other Laws? 
Every company is involved in activities which are regulated by other laws (e.g. hiring and firing people, 
renting an office, marketing). There are over 600 of these laws (Federal, State and Territory) under which 
a director can be personally liable. Examples of these laws include competition law, occupational health 
and safety, environmental law and taxation.  There will also be specific industries which have very 
specialized laws (e.g. aviation). 
 
What are the Consequences of Breaching Directors’ Duties Laws? 
Criminal sanctions - There can be very severe penalties for failure to comply with either duties under the 
Corporations Act 2001 or other laws governing a company’s activities.  For example, ‘cartel conduct’ under 
the competition laws can lead to imprisonment for 10 years.  Under the Corporations Act 2001, 
contraventions of the duty of good faith or improper use of information or position, if they involve 
dishonesty or recklessness, can be punished by imprisonment for five years (s 184). 
 
Civil sanctions - A contravention of the duties under the Corporations Act 2001 can make a director liable 
to a substantial fine.  Shareholders or others (e.g. creditors) may also take action against directors who 
have failed to comply with their duties. 
 
Disqualification - Both the Australian Securities and Investments Commission and the courts have the 
power to disqualify directors for long periods of time for failure to comply with their duties under the 
Corporations Act 2001 (Part 2D.6). 
 
Commercial consequences - The most serious consequences of breaching directors’ duties are often not 
the legal ones but the commercial ones.  A corporation’s most valuable asset is its reputation.  The 
company will likely be subjected too much greater scrutiny, both by investors and regulators, where 
directors breach duties. 
 
What is the Business Judgment Rule? 
The Business Judgment Rule applies to the duty to act with care and diligence (s 180) and not other sections 
of the Corporations Act 2001.  This rule seeks to avoid unnecessary restrictions on proper entrepreneurial 
activity. Section 180 (2) of the Corporations Act 2001 provides that a director who makes a business 
judgment is taken to meet the care and diligence requirements in respect of the judgment if they: 

 Make the judgment in good faith for a proper purpose; and 

 Do not have a material personal interest in the subject matter of the judgment; and 

 Inform themselves about the subject matter of the judgment to the extent they reasonably believe to 
be appropriate; and 

 Rationally believe that the judgment is in the best interests of the corporation. 
 
What Time Commitment Should a Director Expect? 
To effectively perform the duties and responsibilities of a director, sufficient time must be devoted to the 
role. The actual time commitment will vary.  Factors influencing the necessary time commitment include 
the company size, complexity of structure and operations, whether it is listed or unlisted, the company’s 
stage of growth or expansion, and whether it is undergoing significant change. 
 
In the case of firsthealth Ltd, trading as Murrumbidgee Primary Health Network, it is expected that 
Directors will be required to attend a minimum of 6-8 ordinary board meetings per year and participate in 
board committees (e.g. Finance, Risk and Audit, Planning & Integration and Clinical Governance 
Committees).  Directors will also need to undertake pre-reading for board meetings and may need to 
attend additional meetings where circumstances dictate. 


