Public Sector

Helping organisations in the public sector capitalise on their strengths

Why do a Board Evaluation?

1. Because you haveto ...

“The board must undertake a formal and rigorous annual appraisal of
its members and of the board as a whole.”

Excellence in Governance - Provision D, Main Principle

“ Boards should ensure their continuing effectiveness. This needs
clarity of purpose and a focus on performance and renewal. Boards,
including their committees, should review their own performance and
take action to address any identified areas for improvement.”

Excellence in Governance — Provision D, Clause 1

2. Because you wantto ...
v Gain value through optimum leadership
v" Deliver service through effective board performance
v" Develop a culture of continuous improvement

v Be transparent internally and externally

Who is Responsible?

The Chair, supported by all board members

“Good governance is more than good practice —

it is good business too”

This statement is given in the principle section of the
Excellence in Governance, Housing Sector Code,

but it is typically not believed to be true in any sector

Research in Public and Private sectors indicates the following reasons for
this jaundiced view:-

- Badly performed evaluations have created problems

- Lack of confidentiality has resulted in a superficial exercise

- Boards have not taken ownership of exercise & nothing has changed
- Minimalistic approach resulted in an ineffective tick-box exercise

- Carried out for pure compliance reasons resulted in wrong approach
- Often costs incurred and no value delivered

Given these reasons, it is understandable that members are sceptical.

The objective in this article is to address how your organisation can
achieve value through performing a board evaluation.

‘ Methods




o u M w N

10.
11.
12.
13.
14.
15.
16.
17.

How can a Board Evaluation be different?

Do not run it internally
Ensure that contributions remain totally confidential and unattributed
Ensure the process is fit for purpose for your needs

Tailor the process to meet your current needs

Do not over engineer or under engineer

Define expected outcomes and measure them

Ensure best practice each year is included

Design the exercise to be “easy” on the members time

Educate members to understand the value of their contribution
Remember that this is for the organisation
Ensure the process protects members
Avail of external experienced contribution
Refresh the content every year

Own the process

The delivery must be rigorous

The content must be robust

The Chair needs to drive the change

“Every Board can improve — Neville Bain, Chairman loD 2.

“A Board Evaluation definitely adds value as it gives

What should the Board members expect?
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Challenge

1. Evaluation of the Board as a

Insight Quotes Unit

Evaluation of Board committees,
each as a unit

“Well governed company will produce better returns for
shareholders over time” Association of British Insurers

3. Member appraisal, either self
appraisal or 360 degree style

fresh insight and ideas, it helps us think differently*

CoSec - FTSE 100

4. Evaluation of the Chair
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Delivering on Responsibilities

“Organisations are expected to provide an annual
statement of compliance to the code and make a
reasoned statement about any areas where they do
not comply.” Excellence in Governance

You will need to have performed a value added ,
rigorous and robust board and governance evaluation
to be able to comply to the above requirement
honestly.

Review should cover two elements —
* Quantitative analysis
*  Qualitative analysis

Report should cover-
*  Obijective

What is covered in a Board Evaluation?

Strategy ~ Evaluation of the current strategic processes aimed at achieving long term success.

Governance & Processes ~ Evaluation of structure, size and mix of the Board; timing, quality
and medium for flow of information, agenda composition and content etc.

Skills and Diversity ~ Evaluation of the balance and diversity on the Board, highlighting skill
sets, knowledge or expertise against what is required.

Decision making ~ Evaluation of the process of decision making on strategic and risk related
matters including the involvement of all members.

Behaviour ~ Evaluation of the interaction of the team, the leadership of the Chair, the
challenge provided from the non-executive members and the communication between the
Board and the executive team.

Risk Management ~ Evaluation of the reporting of risks, which risks are reported, their
evaluation, debate and the action plan process.

Board Committees ~ Evaluation of key committees and the executive.

Communication ~ Evaluation of the clarity of definition of stakeholders, the two way
communications with these parties and interaction within the Board and with its delegated and
reporting committees .

*  Process
«  Findings 12 Steps of an intensive
* Recommendations [ Implementation Support Board Evaluation

/[ Scope the Project ]
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—-—{ Creation of the Company & User Profiles ]

e Action Plan

[ Delivery / Presentation
Thereafter- —
+  Follow the { el R }—\

action plan
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Return on investment & achieve value

There is no proven direct correlation between the existence of a Board
Evaluation and the bottom line, but....

“Companies with strong environmental, social and governance standards
have outperformed the FTSE 350 and the FTSE All-Share indexes on total
shareholder return for seven of the past eight years”

BITC (Research by Ipsos Mori)
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Carried out correctly, a Board Evaluation will provide value to the
organisation, support members engaging more productively with their

peers and the executive and will promote alignment to common

\_ strategic goals and the route to their achievement. -

Averages per Sub-Section Group for 17 of 18 Members
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Case Study

“I was initially reluctant to conduct this on two counts.

First, | was afraid this was just another box-ticking time wasting process.
Second, as the person that built this business from infancy to the current
time, | felt that | knew how to run the Board.

| was wrong.

The exercise has been very helpful, conducted by an excellent consultant
with really valuable insights.

I have fully endorsed the action plan and this will be a regular annual

exercise in our company’. _
Chairman and

Company Founder
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