 James Hardie: former directors banned and penalised 
Seven former non-executive directors and three former senior executives of James Hardie Industries Limited have been ordered to pay a pecuniary penalty and banned from managing a corporation (including being a company director) for their roles in the release of a misleading ASX announcement. 
The New South Wales Supreme Court has imposed a pecuniary penalty of $30,000 on each of the seven former non-executive directors of James Hardie, and banned them from managing a corporation for five years. The former CEO was penalised $350,000 and banned for 15 years; the former general counsel was penalised $75,000 and banned for seven years; and the former CFO was penalised $35,000 and banned for five years. 
However, Gzell J also agreed to put a stay on pecuniary and disqualification penalty orders until 24 September. 
The penalties meted out to the James Hardie officers show that it is not acceptable for directors to delegate to external advisers and rely upon lawyers. 
In James Hardie, the media release was a single page drafted by a public relations firm, which passed through internal and external lawyers, the senior management and the whole board itself. The CEO failed to advise the board of the too-emphatic language in the draft ASX announcement and the cash flow model prepared by PwC and Access Economics was limited to technical correctness and logical soundness. 
James Hardie engaged in misleading and deceptive conduct in respect of financial products through the media release to ASX on 16 February 2001. More importantly, every individual director and in particular the CEO was held to have failed to take reasonable care as a corporate officer for the misleading in drafting that media release, as well as other documents. 
The heart of the action is that all the directors, and in particular the CEO, were held to have breached the most basic officers’ duties. All ten directors, without exception, were found to have contravened s 180(1) of the Corporations Act; which states that a director or officer of a corporation must exercise their power and discharge their duties with the degree of care and diligence that a reasonable person would exercise in those circumstances. In making the original draft ASX announcement (media release) on 15 February 2001, they did not take the necessary care that would have been expected by directors of a listed public company at that time and in those circumstances.

