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CG A| The Corporate Governance
Association of Ireland

About the CGAI

The CGAIl is a professional association of members certified in corporate governance
post graduate studies. The Association provides its members with continuous
professional development programmes and other resources to enable them to keep
abreast of this continually evolving subject.

The Association seeks to promote best practice in governance across the commercial,
public and voluntary sectors by developing Codes of Good Governance in
partnership with like-minded organisations as well as providing candidates for Board
positions.

Web: www.cgai.ie

*

Dochas

The Irish Association of Non Governmental
Development Organisations

About Ddochas

Déchas is the association of Irish Non-Governmental Development Organisations.
Déchas provides a forum for consultation and co-operation between its members
and helps them speak with a single voice on development issues.

Vision: The vision of Déchas is to contribute, through the cooperative efforts of its
members, to sustainable human development in a world where people are able to
enjoy their rights and are empowered to fulfil their needs.

Purpose: Déchas aims to be a vibrant, outward-looking network, with an active and

informed membership representative of the Irish development sector, providing
services and promoting effective action to bring about sustainable development.

Web: www.dochas.ie
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The Aim of this code IS:

To determine and formulate standards of
best practice in corporate governance
applicable to the Development NGO

sector with a view to strengthening the
impact and quality of Development NGO
work and enhancing stakeholder
confidence in the sector.
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Foreword

Irish Development NGOs exist to create a better world. They operate on a global
scale with diverse missions, but are united by a shared commitment to social justice
and the eradication of poverty. For all Déchas members, the principles of
participation and transparency are integral to development processes and to the
workings of Development NGOs.

The size and complexity of the Irish Development NGO sector is changing at an ever-
increasing pace. The legislative and regulatory environment governing charities will
bring greater accountability to the sector as will increased State funding. The
donating public will demand, and deserve, increased transparency in the workings
of charities to determine how their contributions are being deployed. All
stakeholders will expect charities to be properly managed and governed by an
effective board to best practice standards.

One of our jobs as the representative body of Irish Development NGOs is to
encourage members to adopt best practice in corporate governance. Adopting best
practice can help members keep pace with the changes and make them more
effective where it really counts — increasing the choices available to poor people, and
promoting their rights.

We have worked with the Corporate Governance Association of Ireland (CGAI) to
develop this Code of Governance. It has been produced in consultation with
members and stakeholders. It draws from established codes in other jurisdictions
that have proven effective. The Code provides a flexible and proportionate
framework for NGOs; there are common standards to which all NGOs should aspire,
with higher expectations of larger NGOs.

Déchas will monitor with interest to see how members meet the challenge of
complying with the Code and will encourage all NGOs to embrace its principles in
the interests of maintaining and enhancing stakeholder confidence in the sector as
a whole.

Helen Keogh

Chairperson
Déchas
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1.1 Why a Code of Corporate
Governance?

Corporate governance is high on the agenda in all sectors — public, commercial and
voluntary as it is the basic form of accountability in all bodies. As Development
NGOs working for the benefit of the needy in the developing world, we are
increasingly expected to demonstrate how well we are governed. Good governance
is a vital part of how Development NGOs operate and are held accountable.

Other sectors have already developed codes in recent years. The public sector has a
Code of Practice in the Governance of State Bodies published by the Department of
Finance. The private sector has its Combined Code on Corporate Governance, which
applies to companies quoted on the Irish Stock Exchange but has also been adopted
by progressive privately-owned firms. Action in our sector is overdue.

This Code arises from directly expressed needs in the Irish Development NGO sector.
These came from organisations which needed guidance to clarify the main
principles of corporate governance and to help them in decision-making,
accountability and the work of their Boards. In response to these demands, Déchas
and the CGAI came together to work towards developing this Code.

This first edition is aimed at the entire Irish Development NGO sector. After it has been
in operation, together with the CGAI, we intend to carry out a major and open review
of its effectiveness, so that we can refine it to better meet the sector’s needs.

Terminology

For simplicity, we refer throughout to ‘the board’ and ‘directors’, but recognise that
many different terms are in use for the people in these roles. Similarly we refer to the
‘chief executive’ to mean an organisation’s most senior member of staff. We also
deliberately and intermittently use the term ‘corporate governance’ as most
Development NGOs are incorporated entities and as such, are subject to company law.

1.2 What is ‘Governance’?

The Central and Eastern European Working Group on Nonprofit Governance defines
good governance as:

“A transparent decision-making process in which the leadership of a nonprofit

organisation, in an effective and accountable way, directs resources and exercises
power on the basis of shared values.”

Z
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In our sector, directors take ultimate responsibility for the governance of their
organisations. However, governance is not a role for directors alone. More, it is
the way directors work with chief executives and staff (where appointed),
volunteers, service users, members and other stakeholders to ensure their
organisation is effectively and properly run and meets the needs for which the
organisation was set up.

Behind good governance must lie principles formally structured and documented.
In this Code, we structure and document the main principles of good governance
tailored for the Irish Development NGO sector.

It is worth referring here to the “Nolan Principles”, set out by Lord Nolan while
chairing the Committee on Standards in Public Life in the UK. Although these
were originally established for individuals involved in public and government
positions, they are seen as having wider relevance, including for the directors of
charitable organisations.

Many organisations have found the Nolan principles a useful basis for
understanding the individual role of a director, and they often appear in director
job descriptions or codes of conduct. The principles are: Selflessness, Integrity,
Objectivity, Accountability, Openness, Honesty, and Leadership.

We have adopted and adapted these principles in this Code of Governance. We
recognise that the language of governance and performance will be more
familiar to larger organisations. In practice, the way organisations ‘govern’ will be
different depending on their circumstances. These circumstances can include the
size of an organisation, how long it has been in existence, and the culture and
values it possesses.

One distinctive factor is size and here are a few examples of how an
organisation’s understanding of governance may differ:

e In a small Development NGO governance might be about getting the basic
things in place, making sure it's clear who is doing what and, making sure
that all concerned are working together to a common cause.

e In the larger organisation, governance might be about the need to
demonstrate how the organisation delivers on its mission through quality aid
programmes, its accountability to donors, beneficiaries and other
stakeholders, how it manages risk, and always ensures that the Board’s
structure is ‘fit for purpose’.

The Code is written to be applicable in all such circumstances, but clearly each

organisation will need to interpret and apply its principles and guidelines
according to its particular needs and circumstances.
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1.3 About this Code

This Code is primarily aimed at the directors of Development NGOs who have
ultimate corporate governance responsibilities. It will help them to lead their
organisations by example, and to achieve excellent governance. It is also aimed at
chief executives, who provide the bridge between directors and staff, and have a
central role in ensuring good governance is embedded in the organisation.

We hope that it will also be more widely useful. For staff, volunteers and
beneficiaries, it will help them to understand what they can expect from a well-
governed Development NGO. It will also be relevant to those with a wider
involvement in the governance of the sector, such as: funders; donors; the general
public; professional advisers; consultants; trainers; and regulators.

The Code aims to help enhance the effectiveness of Development NGOs by:
¢ clarifying what effective corporate governance looks like and how Boards can
govern effectively;
e reassuring an organisation’s stakeholders about the way organisations are
governed; and
e maintaining and enhancing public confidence in Irish Development NGOs and
in the development aid sector generally.

The Code draws from numerous international references including that of The
National Hub of Expertise in Governance in England (the Governance Hub), which
kindly permitted us to draw extensively from their seminal work Good Governance
— a Code for the Voluntary and Community Sector first published in 2005.

1.4 Using the Code

The main and supporting principles of the Code are intended to be relevant to all
sizes and types of Development NGO. The Implementation Guidelines are
optional and likely to be more applicable to the larger-sized organisation. There
will be supplements created for different types of organisation where it has been
recognised, through future consultation, that there are differing needs.

The Code is compliant with legal and regulatory requirements relating to
charities. It links closely with other codes and standards and company law as it
relates to incorporated entities.

Z
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Complying with this Code

This Code is not mandatory but sets out best practice in its main and supporting
principles. Development NGOs that subscribe to the Code’s principles should make a
statement to that effect in their annual report and other relevant published
material.

In the statement, the Development NGO has either to confirm that it complies
with the Code’s principles or — where it does not — to provide an explanation.
This ‘comply or explain’ approach provides flexibility to enable organisations
interpret it to suit their particular circumstances. It is for stakeholders and others
to evaluate the organisation’s statement.

While it is anticipated that many Development NGOs will aspire to
implementing the Code’s Guidelines, it is recognised applying such standards
will be progressive in nature and likely to be phased in as the organisation
grows in size and more formal governance practices are employed.

Where an organisation’s governing document does not allow the organisation
to adopt one or more recommendations of this Code, then the governing
document must take precedence and the related reasons for non-compliance
with the Code explained.

Organisations using this Code are advised to review their governing document,
standing orders and other documentation, and consider amending them as
necessary to enable their implementation of the Code.
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2.1 THE MAIN PRINCIPLES OF GOOD
CORPORATE GOVERNANCE

The Main Principles set out below have been used in the drawing up of this Code,
and provide the main headings for each section. They are presented here to set
the context and to help with interpretation.

A. BOARD LEADERSHIP: Every organisation should be led and controlled by an

effective Board of directors which collectively ensures delivery of its objects,
sets its strategic direction and upholds its values.

. BOARD ACCOUNTABILITY: The directors as a Board should collectively be

responsible and accountable for ensuring and monitoring that the
organisation is performing well, is solvent, and complies with all its
obligations.

. BOARD RESPONSIBILITIES: The Board should have clear responsibilities and

functions, and should compose and organise itself to discharge them
effectively.

. BOARD REVIEW AND RENEWAL: The Board should periodically review its own

and the organisation’s effectiveness, and take any necessary steps to ensure
that both continue to work well.

. BOARD DELEGATION: The Board should set out the functions of sub-

committees, officers, the chief executive, other staff and agents in clear
delegated authorities, and should monitor their performance.

BOARD AND DIRECTOR INTEGRITY: The Board and individual directors should
act according to high ethical standards, and ensure that conflicts of interest
are properly dealt with.

. BOARD OPENNESS: The Board should be open, responsive and accountable

to its users, beneficiaries, members, partners and others with an interest in
its work.

In the Code, each of these main principles is accompanied by a set of Supporting
Principles which define in some detail what can be considered as best practice in
the operations of an effective Board.
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A. BOARD LEADERSHIP

B MAIN PRINCIPLE:

Every organisation should be led and controlled by an effective Board
of directors which collectively ensures delivery of its objects, sets its
strategic direction and upholds its values.

SUPPORTING PRINCIPLES

A.1 The role of the board

Directors have and must accept ultimate
responsibility for directing the affairs of their
organisation, ensuring it is solvent, well-run, and
delivering the outcomes for which it has been
set up.

A.2 Strategic direction

Directors should focus on the strategic direction
of their organisation, and avoid becoming
involved in day to day operational decisions and
matters (except in the case of small
organisations with few or no staff). Where
directors do need to become involved in
operational matters, they should separate their
strategic and operational roles.

The board makes
decisions collectively.

The board represents the
interests of the NGO'’s
multiple stakeholders. Its
collective leadership helps
an organisation stay
focused on its mission and
resist the special agenda
of particular individuals
or groups.

Z
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B MAIN PRINCIPLE:

B. BOARD ACCOUNTABILITY

The directors as a Board should collectively be responsible and
accountable for ensuring and monitoring that the organisation is
performing well, is solvent, and complies with all its obligations.

SUPPORTING PRINCIPLES

B.1 Compliance

The Board must ensure that the organisation complies with its own governing
document, relevant laws, and the requirements of any regulatory bodies.

B.2 Internal Controls

The Board should maintain and regularly review the organisation’s system of internal
controls, performance reporting, policies, procedures and its need for an internal audit

function.

B.3 Managing Risk

The Board must act prudently to protect the assets
and property of the organisation, and ensure that
they are used to deliver the organisation’s
objectives. The Board must regularly review the
risks to which the organisation is subject, and take
action to mitigate risks identified.

B.4 Audit Committee

In addition to ensuring compliance with regulatory
and statutory financial reporting obligations
relevant to the organisation, the Board of a larger
Development NGO should establish an Audit
Committee to ensure it regularly receives and
reviews sufficient, relevant and timely financial
information to enable it to monitor and assess the
organisation’s financial position.

One of the Board'’s basic jobs
is to ensure the NGO has
sufficient resources to fulfill
its mission.

The Board will then verify that
expenditures are appropriate
and reasonable, funds are
spent according to approved
procedures, investments are
carefully managed, a complete
and accurate record is kept of
financial transactions, and
adequate steps are taken to
acquire and maintain
diversified financial resources.
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The Board should ensure that it upholds and applies the principles of equality and

diversity in all of its activities.

B MAIN PRINCIPLE:

C. BOARD RESPONSIBILITIES

The Board should have clear responsibilities and functions, and should
compose and organise itself to discharge them effectively.

SUPPORTING PRINCIPLES

C.1 Director Duties and Responsibilities

Directors should understand their duties and responsibilities and should have a

statement defining them.

C.2 The Chairperson

The Chairperson should run the Board and
set its agenda. The agenda should take full
account of the issues and the concerns of all
board members. Agendas should be
forward looking and concentrate on
strategic matters rather than formulaic
approvals of proposals.

C.3 The Chief Executive

A crucial partnership: the chief
executive and the Board chair.

A good partnership is the basis of
solid and directed organisational
leadership, while a bad one can
be a nightmare—not only for the
people involved but for the NGO
as a whole.

The Board should make proper arrangements for the supervision, support, appraisal

and remuneration of its chief executive.

C.4 The Effective Board

The Board should organise its work to ensure that it makes the most effective use of

the time, skills and knowledge of directors.

Z
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C.5 Information and Advice

Directors should ensure that they receive the advice and information they need in
order to make good decisions.

C.6 Skills and Experience

The directors should have the diverse range of skills, experience and knowledge
needed to run the organisation effectively.

C.7 Development and Support

Directors should ensure that they receive the necessary induction, training and
ongoing support needed to discharge their duties.

D. BOARD REVIEW AND RENEWAL

B MAIN PRINCIPLE:

The Board should periodically review its own and the organisation’s
effectiveness, and take any necessary steps to ensure that both
continue to work well.

SUPPORTING PRINCIPLES

D.1 Performance Appraisal

The Board should regularly review and assess its own performance, that of
individual directors, and of sub-committees, standing groups and other bodies.

D.2 Renewal and Recruitment

The Board should have a strategy for its own renewal. Recruitment of new
directors should be open and transparent, and focused on creating a diverse and
effective Board.
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D.3 Review

The Board should periodically carry out strategic reviews of all aspects of the
organisation’s work, and use the results to inform positive change and
innovation.

E. BOARD DELEGATION

B MAIN PRINCIPLE:

The Board should set out the functions of sub-committees, officers,
the chief executive, other staff and agents in clear delegated
authorities, and should monitor their performance.

SUPPORTING PRINCIPLES

E.1 Clarity of Roles

The Board should define the roles and responsibilities of the chair and other
honorary officers, in writing.

E.2 Effective Delegation
Management and

The Board should ensure that staff, volunteers Governance are separate.

and agents have sufficient delegated ] o
authority to discharge their duties. All The und?rly/ng as§umpt/on s
delegated authorities must have clear limits that this separation makes

relating to budgetary and other matters. possible the checks and
balances that ensure the

organisation is well run and

E.3 Terms of Reference . ..
important decisions are

The Board should set clear terms of reference made with the public
for subcommittees, standing groups, advisory interest in mind.
panels, etc.

E.4 Monitoring

All delegated authorities must be subject to regular monitoring by the Board.

Z
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F. BOARD AND DIRECTOR INTEGRITY

B MAIN PRINCIPLE:

The Board and individual directors should act according to high
ethical standards, and ensure that conflicts of interest are properly
dealt with.

SUPPORTING PRINCIPLES

F.1 No Personal Benefit

Directors are precluded from making any personal profit from their roles as Board
members and must ensure that no conflict of interest arises between their own
personal interests and those of the organisation.

F.2 Conflicts of Interest

Directors should identify and promptly What is conflict of interest?

declare any actual or potential conflicts of Conflict of interest is a

interest affecting them. situation in which outside
interests affect, or are

F.3 Probity perceived to affect, the

ability of an individual to
make fair and impartial
decisions on behalf of the
NGO.

There should be clear guidelines for receipt of
gifts or hospitality by directors.

F.4 Code of Conduct

Every Board should provide directors with
clear guidelines as to their collective standard of behaviour, responsibilities and best
practice in fulfilling their obligations.
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G. BOARD OPENNESS

B MAIN PRINCIPLE:

The Board should be open, responsive and accountable to its users,
beneficiaries, partners and others with an interest in its work.

SUPPORTING PRINCIPLES

G.1 Communications and Consultation

Each organisation should identify those with a legitimate interest in its work
(stakeholders), and ensure that there is a strategy for regular and effective
communication with them about the organisation’s achievements and work.

G.2 Openness and Accountability

The Board should be open and What is accountability?

accountable to stakeholders about its Accountability is both about
own work, and the governance of the being held responsible by
organisation. others and taking

responsibility for oneself. An
accountable NGO invites
scrutiny by - and responds to

G.3 Stakeholder Involvement

The Board should encourage and enable the demands and expectations
appropriate  engagement of  key of - all those affected by its
stakeholders, such as funders and work.

beneficiaries, in the organisation’s

planning and decision-making.

Z
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Part Three

B CODE IMPLEMENTATION GUIDELINES

3.1 Guidance on Board Leadership

3.2 Guidance on Board Accountability

3.3 Guidance on Board Responsibilities

3.4 Guidance on Board Review and Renewal
3.5 Guidance on Board Delegation

3.6 Guidance on Board and Director Integrity

3.7 Guidance on Board Openness
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Code Implementation Guidelines

INTRODUCTION

The following guidelines are drawn from various international codes that set out
best practice in Board governance. The guidelines deal with implementation of
each of the Supporting Principles contained in the Code.

Subscribers to the Code should consider these guidelines as optional and are
advised to interpret them in a manner that is appropriate to their organisation’s
size and stage of development.

Larger Development NGOs are encouraged to adopt as many of these practices as
is feasible while smaller organisations may consider progressively adopting them
as they grow.

These guidelines will be regularly reviewed in the light of experience of Déchas
members and to ensure they are consistent with evolving standards of corporate
governance internationally.

Z
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3.1 GUIDANCE ON BOARD LEADERSHIP

A.1 Supporting Principle
THE ROLE OF THE BOARD

Directors have and must accept ultimate responsibility for directing the
affairs of their organisation, ensuring it is solvent, well-run, and delivering
the outcomes for which it has been set up.

Guidance:

A.1.1 The Board should have a statement of its strategic and leadership roles, and of
key functions which cannot be delegated. This statement should include as a
minimum:
a. ensuring compliance with the objects, purposes and values of the organisation,
and with its governing document;
b. setting or approving policies, plans and budgets to achieve those objectives,
and monitoring performance against them;
c. ensuring the solvency, financial strength and good performance of the
organisation;
d. ensuring that the organisation complies with all relevant laws, regulations and
requirements of its regulators;
e. dealing with the appointment and performance evaluation (and if necessary
the dismissal) of the organisation’s chief executive;
f. setting and maintaining a framework of delegation and internal control; and
g. agreeing or ratifying all policies and decisions on matters which might create
significant risk to the organisation, financial or otherwise.

A.1.2 The Board must ensure that the organisation’s vision, mission and values and
activities remain true to its objects.

A.1.3 Directors are bound by an overriding duty, individually and as a Board, to act
reasonably at all times in the interests of the organisation and of its present and
future beneficiaries.

A.1.4 All directors are equally responsible in law for the Board’s actions and
decisions, and have equal status as directors.
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A.1.5 Each and every director must act personally, and not as the representative of
any group or organisation; this applies regardless of how that person was
nominated, elected or selected to become a director.

A.2 Supporting Principle
STRATEGIC DIRECTION

Directors should focus on the strategic direction of their organisation, and
avoid becoming involved in day to day operational decisions and matters
(except in the case of small organisations with few or no staff). Where
directors do need to become involved in operational matters, they should
separate their strategic and operational roles.

Guidance:

A.2.1 Where an organisation employs staff, the chief executive has responsibility for
maintaining a clear division of responsibilities between the Board and the staff
team. She or he should provide an effective link between Board and staff, informing
and implementing the strategic decisions of the Board.

A.2.2 Directors should not seek to become directly involved in decisions which have
been properly delegated to staff. Instead, they should hold staff to account through
the chief executive.

A.2.3 In the case of smaller organisations, where some directors may be directly
involved in operational decisions and matters, those concerned should make a clear
distinction between their director role and their operational work.

Z
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3.2 GUIDANCE ON BOARD ACCOUNTABILITY

B.1 Supporting Principle
COMPLIANCE

The Board must ensure that the organisation complies with its own
governing document, relevant laws, and the requirements of any
regulatory bodies.

Guidance:

B.1.1 The Board must ensure that the organisation complies with:
a. its own governing document;

b.the requirements of its regulators and relevant legislation, and in particular that
it submits annual returns, reports and accounts as required by law;

c. any statutory or regulatory requirements relating to maintenance of financial
records, and external audit of its accounts; and

d.the requirements of all other statutes, authorities and regulations governing its
work, e.g. Code of Conduct on Images; Fundraising; etc.

B.1.2 Depending on their size, the nature of their activities and the type of their
governing document, organisations must ensure compliance with any of the
following that apply to them:

a. charity law and the requirements of the Charity Regulator; (Pending)

b.company law and the requirements of the Companies Registration Office;

c. the requirements of the Revenue Commissioners related to tax exemption;

d.employment law;

e. health and safety legislation;

f. data protection legislation;

g.legislation against discrimination on grounds of race, disability, gender and
other factors; and

h.any other legislation which may apply to particular organisations, such as that
relating to fundraising, the protection of children or vulnerable adults, the
provision of health or care services, the provision of financial advice, housing
and tenancy law and others.

B.1.3 The Board should have policies, procedures and reporting mechanisms in place
toensure compliance with applicable legislation.
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B.1.4 Organisations which fundraise should comply with the ICTR Statement of
Guiding Principles for Fundraising. (Pending)

B.2 Supporting Principle
INTERNAL CONTROLS

The Board should maintain and regularly review the organisation’s system
of internal controls, performance reporting, policies, procedures and its
need for an internal audit function.

Guidance:

B.2.1 The Board should set and maintain standing orders, systems of financial
control, internal control, performance reporting, and policies and procedures.

B.2.2 The Board should ensure that there is a system for the regular review of the
effectiveness of its internal controls.

B.2.3 Larger and more complex organisations should consider establishing an
internal audit function.

B.3 Supporting Principle
MANAGING RISK

The Board must act prudently to protect the assets and property of the
organisation, and ensure that they are used to deliver the organisation’s
objectives. The Board must regularly review the risks to which the
organisation is subject, and take action to mitigate risks identified.

Guidance:

B.3.1 The Board must avoid undertaking activities which might place at undue risk the
organisation’s service users, beneficiaries, volunteers, staff, property, assets or reputation.

B.3.2 The Board must exercise special care when investing the organisation’s funds,
or borrowing funds for it to use, and must comply with the organisation’s
governing document and any other legal requirements in doing so.

Z
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B.3.3 Directors should understand the risks facing the organisation and how these
are managed and minimised. The Board should undertake a full risk assessment
(either periodically or on a rolling basis) and take appropriate steps to manage the
organisation’s exposure to significant risks.

B.3.4 The Board should obtain advice from professional advisors or others on all
matters where there may be material risk to the organisation, or where the
directors may be in breach of their duties.

B.3.5 The Board should take ultimate responsibility for dealing with and managing
conflicts that may arise within the organisation. This includes conflicts arising between
directors, staff, the chief executive, members, volunteers or service users.

B.4 Supporting Principle
AUDIT COMMITTEE

In addition to ensuring compliance with regulatory and statutory financial
reporting obligations relevant to the organisation, the Board of a larger
Development NGO should establish an Audit Committee to ensure it regularly
receives and reviews sufficient, relevant and timely financial information to
enable it to monitor and assess the organisation’s financial position.

Guidance:

B.4.1 The board should establish an audit committee of at least three, or in the case of
smaller organisations two, directors. The board should satisfy itself that at least one
member of the audit committee has recent and relevant financial experience. The
chairperson of the Board should not be an audit committee member.

B.4.2 The main role and responsibilities of the audit committee should be set out in
written terms of reference and should include:

a. to monitor the integrity of the financial statements of the organisation, and any
formal announcements relating to the organisation’s financial performance,
reviewing significant financial reporting judgements contained in them;

b.to review the organisation’s internal financial controls and to review the
organisation’s internal control and risk management systems;

c. to monitor and review the effectiveness of the organisation’s internal audit
function;
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d.to make recommendations to the Board, for it to put to the members for their
approval in general meeting, in relation to the appointment, re-appointment and
removal of the external auditor and to approve the remuneration and terms of
engagement of the external auditor;

e. to review and monitor the external auditor’s independence and objectivity and the
effectiveness of the audit process, taking into consideration relevant Irish
professional and regulatory requirements;

B.4.3 The terms of reference of the audit committee, including its role and the authority
delegated to it by the Board, should be made available. A separate section of the
annual report should describe the work of the committee in discharging those
responsibilities.

B.4.4 The audit committee should review arrangements by which staff of the
organisation may, in confidence, raise concerns about possible improprieties in
matters of financial reporting or other matters. The audit committee’s objective
should be to ensure that arrangements are in place for the proportionate and
independent investigation of such matters and for appropriate follow-up action.

B.4.5 The audit committee should monitor and review the effectiveness of the
internal audit activities. Where there is no internal audit function, the audit
committee should consider annually whether there is a need for an internal audit
function and make a recommendation to the Board, and the reasons for the
absence of such a function should be explained in the relevant section of the
annual report.

B.4.6 The audit committee should have primary responsibility for making a
recommendation on the appointment, reappointment and removal of the
external auditors. If the Board does not accept the audit committee’s
recommendation, it should include in the annual report, and in any papers
recommending appointment or re-appointment, a statement from the audit
committee explaining the recommendation and should set out reasons why the
Board has taken a different position.

B.4.7 The annual report should explain to stakeholders how, if the auditor
provides non-audit services, auditor objectivity and independence is safeguarded.
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B.5 Supporting Principle
EQUALITY AND DIVERSITY

The Board should ensure that it upholds and applies the principles of
equality and diversity in all of its activities.

Guidance:

B.5.1 The Board should ensure that its organisation upholds and promotes equal
opportunities and diversity in all areas of its work, including:

a. the identification and assessment of needs to be met;

b. allocation of resources or provision of services;

¢. membership of the Board and any sub-committees;

d. staff recruitment, selection, training and conditions of service;
e. communication with stakeholders and the public;

f. accessibility of meetings and communications; and

g. the buying of goods and services.

B.5.2 The Board should set strategies for and receive regular reports on the
organisation’s work to achieve equality and diversity, against clear targets where
practicable. These reports should be used to help develop the organisation’s overall
strategies.

B.5.3 Where the organisation is set up to serve a specific cause, this should be clear and
the above provisions should be interpreted and applied as appropriate.
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3.3 GUIDANCE ON BOARD RESPONSIBILITIES

C.1 Supporting Principle

DIRECTOR DUTIES AND RESPONSIBILITIES

Directors should understand their duties and responsibilities and should
have a statement defining them.

Guidance:

C.1.1 All directors should be asked to sign and return a statement or terms-of-
reference setting out their fiduciary duties and statutory obligations, and the
organisation’s expectations of directors.

C.1.2 The director’s terms-of-reference should, as a minimum, include obligations to:

know and support the mission of the organisation;

o o

uphold the values and objectives of the organisation;

give adequate time and energy to the duties of being a director;
prepare for meetings in advance;

maintain confidentiality;

offer informed and impartial guidance;

fulfill fiduciary and statutory duties;

S -+~ o a n

act with integrity, and avoid or declare personal conflicts of interest;
i. participate in committees and special events;

j- support the chief executive;

k. take part in resource development;

|. promote the organisation in the community; and

m. comply with the principles of this Code.

C.1.3 Individual directors must not act on their own on behalf of the Board, or on
the business of the organisation, without proper authority from the Board.
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C.2 Supporting Principle
THE CHAIRPERSON

The Chairperson should run the Board and set its agenda. The agenda should
take full account of the issues and the concerns of all board members. Agendas
should be forward looking and concentrate on strategic matters rather than
formulaic approvals of proposals.

Guidance:

C.2.1 The Chair should ensure that the members of the Board receive accurate, timely
and clear information, in particular about the organisation’s performance, to enable
the Board to take sound decisions, monitor effectively and provide advice to promote
the success of the organisation.

C.2.2 The Chair should ensure effective communication with stakeholders and enable
members of the Board develop an understanding of the views of the major funders.

C.2.3 The Chair should manage the Board to ensure that sufficient time is allowed for
discussion of complex or contentious issues. Where appropriate, arranging for informal
meetings beforehand to enable thorough preparation for the Board discussion. It is
particularly important that directors have sufficient time to consider critical issues and
are not faced with unrealistic deadlines for decision-making.

C.2.4 The Chair should encourage active engagement by all the members of the Board.

C.2.5 The effective Chair should:
a. uphold the highest standards of integrity;

b. promote effective relationships and open communication, both inside and outside
the boardroom, between directors and the executive team;

¢. build an effective and complementary Board, initiating change and planning
succession in Board appointments, subject to Board approval;

d. promote the highest standards of corporate governance and seek compliance with
the provisions of this Code wherever possible;

. ensure clear structure for and the effective running of Board committees;
. ensure effective implementation of Board decisions;
.establish a close relationship of trust with the chief executive;
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. provide support and advice while respecting executive responsibility; and

. provide coherent leadership of the organisation, including representing the
organisation and understanding the views of stakeholders.
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C.3 Supporting Principle
THE CHIEF EXECUTIVE

The Board should make proper arrangements for the supervision, support,
appraisal and remuneration of its chief executive.

Guidance:

C.3.1 The Board should ensure that formal arrangements are set up for the regular
supervision, appraisal and personal development of their chief executive. This may
be carried out by the chair, another director or sub-committee of the Board.

C.3.2 The Board should ensure that there is a formal mechanism for setting the
remuneration of the chief executive, which should be ratified by the Board.

C.3.3 The remuneration package for the chief executive should:
a. be adequate to attract and retain the quality of staff required, but no more;
b.be openly disclosed in the organisation’s accounts, including pension and other
benefits; and
c. where there is a performance related element, be linked to the achievement
of measurable targets.

C.3.4 The Board should seek independent expert or professional advice when
required concerning sensitive matters relating to the chief executive’s employment.
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C.4 Supporting Principle
THE EFFECTIVE BOARD

The Board should organise its work to ensure that it makes the most
effective use of the time, skills and knowledge of directors.

Guidance:

C.4.1 The Board should meet regularly, and ensure that its work is focused on delivering
its strategic role.

C.4.2 Within the terms of its governing document, the Board should ensure that it has
enough directors to provide the skills and experience needed, without becoming so
large that decision-making becomes unwieldy.

C.4.3 The Board should elect a Chairperson in accordance with the procedures specified
in the organisation’s governing documents.

C.4.4 There should be a clear written division of responsibilities between the
Chairperson and the Chief Executive. It should specify the Chairperson’s responsibilities
for the running of the board and the Chief Executive’s responsibilities for the running
of the organisation. No one individual should have unfettered powers of decision.

C.5 Supporting Principle

INFORMATION AND ADVICE

Directors should ensure that they receive the advice and information they
need in order to make good decisions.

Guidance:

C.5.1 The Board should ensure that it conducts its work efficiently, and receives the
information and advice it needs to make good decisions. Board papers should be
timely, well-presented, circulated well in advance of Board meetings, and should
make clear recommendations to the Board.

C.5.2 The Board should take professional advice where necessary before making
important decisions and should not rely excessively or exclusively on a single source.
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C.6 Supporting Principle
SKILLS AND EXPERIENCE

The directors should have the diverse range of skills, experience and
knowledge needed to run the organisation effectively.

Guidance:

C.6.1 The directors should collectively provide a mix of skills, experience, qualities
and knowledge appropriate to the organisation and its beneficiaries’ needs, and so
that the organisation can respond to the challenges and opportunities it faces.

C.6.2 Depending on the organisation’s size and the nature of its activities, the
collective experience of directors should, as appropriate, cover the following areas:

a. providing effective strategic leadership, and working as a team;

b.direct knowledge of the organisation’s beneficiaries, and of their needs and
aspirations, whether gained through life or work experience;

c. governance, general finance, business and management;
d. human resources and diversity;
e. the operating environment and risks that exist for the organisation; and

f. other specific knowledge required, such as fundraising, health, social services,
property or legal.

C.6.3 The Board should aim to have a diverse group of directors, broadly
representative of the organisation’s stakeholders.

C.6.4 The Boards of organisations providing services to beneficiaries should be open
to director membership from these groups unless there are clear legal or other
reasons why this is not practicable.
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C.7 Supporting Principle
DEVELOPMENT AND SUPPORT

Directors should ensure that they receive the necessary induction, training
and ongoing support needed to discharge their duties.

Guidance:

C.7.1 The Board should have a strategy for the support of all directors, so that each
director can keep up to date with the knowledge and skills they need to carry out
their role.

C.7.2 All new directors should undergo a full induction, in which they receive all the
information and support they need to carry out their new role, and can meet key
staff, beneficiaries and other stakeholders.

C.7.3 Implementation of these strategies may be delegated by the Board to the
organisation’s chief executive or s