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Governance refers to the systems that direct and
control — or govern — an organisation.

“..the framework of rules, relationships, systems
and processes within and by which authority is
exercised and controlled in corporations. It
encompasses the mechanisms by which
companies, and those in control, are held to
account.”

The Hon. Justice Neville Owen



If not, why not?



1.Purpose and strategy
2.Roles and responsibilities
3.Board composition
4.Board effectiveness

N cipl 5.Risk management
PrmCIp 5 6.Performance

7.Accountability and transparency

8.Stakeholder engagement
9.Conduct and compliance
10.Culture



Principle 1 - Purpose and strategy

The organisation has a clear purpose and
a strategy which aligns its activities to its
purpose



Principle 1 - Purpose and strategy

The organisation has a clear purpose and a strategy which aligns its
activities to its purpose

e 1.1 The organisation’s purpose is clear, recorded in its governing
documents and understood by the board

* 1.2 The board approves a strategy to carry out the organisation’s
purpose

* 1.3 Decisions by the board further the organisation’s purpose and
strategy

* 1.4 The board regularly devotes time to consider strategy
* 1.5 The board periodically reviews the purpose and strategy



Questions for
Directors
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IS THE ORGANISATION’S PURPOSE CLEARLY ARTICULATED
AND COMMUNICATED TO STAKEHOLDERS?

HOW DOES THE BOARD KNOW IF THE ORGANISATION’S
ACTIVITIES ARE ALIGNED TO ITS PURPOSE?

HOW FREQUENTLY DO THE PURPOSE AND STRATEGY NEED
TO BE REVIEWED?

HOW DOES THE BOARD ALIGN ITS DECISION-MAKING
WITH THE STRATEGY?

IS TIME SET ASIDE IN THE BOARD’S AGENDA
TO CONSIDER STRATEGY?



ﬁ Principle 2 - Roles and responsibilities

There is clarity about the roles,
responsibilities and relationships of the

board



ﬁ Principle 2 - Roles and responsibilities

There is clarity about the roles, responsibilities and relationships of the
board

2.1 Directors’ roles are clear and understood by the board
2.2 Directors understand and meet their duties under the law
2.3 Directors meet any eligibility requirements relevant to their position

2.4 Delegations of the board’s authority are recorded and periodically
reviewed

2.5 The role of the board is clearly delineated from the role of management



Questions for
Directors
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DO DIRECTORS UNDERSTAND AND MEET THEIR
RESPONSIBILITIES, INCLUDING LEGAL DUTIES?

ARE THE ROLES AND RESPONSIBILITIES OF THE BOARD AND
INDIVIDUAL DIRECTORS CLEAR?

ARE ANY DELEGATIONS OF THE BOARD’S AUTHORITY
CLEARLY RECORDED AND REGULARLY REVIEWED?

IS THERE AN APPROPRIATE SEPARATION BETWEEN THE
ROLE OF THE BOARD AND OF MANAGEMENT?

ARE DIRECTORS SUBJECT TO ANY ELIGIBILITY REQUIREMENTS
AND ARE THEY CONTINUING TO MEET THEM?
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Principle 3 - Board composition

The board’s structure and composition
enable it to fulfill its role effectively
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The board’s structure and composition enable it to fulfill its role effectively

Principle 3 - Board composition

3.1 Directors are appointed based on merit, through a transparent process,
and in alignment with the purpose and strategy

3.2 Tenure of directors is limited to encourage renewal and staggered to
retain corporate knowledge

3.3 The board reflects a mix of personal attributes which enable it to fulfil its
role effectively

3.4 The board assesses and records its members’ skills and experience, and
this is disclosed to stakeholders

3.5 The board undertakes succession planning to address current and future
skills needs in alignment with the purpose and the strategy



Questions for
Directors
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IS THE PROCESS FOR APPOINTING DIRECTORS CLEARLY
DEFINED, TRANSPARENT AND FOLLOWED?

WHAT IS THE BOARD’S CURRENT SKILLS MIX, AND HOW IS IT
COMMUNICATED TO STAKEHOLDERS?

WHO WILL BE LEAVING THIS BOARD IN THE NEAR-TERM
FUTURE AND IS THERE A PLAN TO RESPOND?

WHAT SKILLS WILL THE BOARD NEED IN THE FUTURE
AND HOW WILL THEY BE ACCESSED?

WHAT STEPS HAS THE BOARD TAKEN TO PROMOTE DIVERSITY?
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282 Principle 4 - Board Effectiveness

The board is run effectively, and its
performance is periodically evaluated
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282 Principle 4 - Board Effectiveness

The board is run effectively, and its performance is periodically evaluated

4.1 Board meetings are chaired effectively and provide opportunity for all
directors to contribute

4.2 Directors seek and are provided with the information they need to fulfil
their responsibilities

4.3 Directors are appropriately inducted and undertake ongoing education
to fulfil their responsibilities

4.4 The board’s performance, as well as the performance of its chair and
other directors, is periodically evaluated

4.5 The relationship between the board and management is effective



Questions for
Directors
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HOW WELL PREPARED ARE NEW DIRECTORS TO TAKE ON
THEIR RESPONSIBILITIES?

DO DIRECTORS HAVE ACCESS TO THE INFORMATION THEY
NEED TO MAKE INFORMED DECISIONS?

IS THERE A TONE OF RESPECT AND COLLEGIALITY IN
BOARD MEETINGS?

DO DIRECTORS UNDERSTAND THE DELINEATION
BETWEEN THE ROLES OF BOARD AND MANAGEMENT?

WHAT STEPS IS THE BOARD TAKING, OR SHOULD THE BOARD
BE TAKING, TO IMPROVE ITS PERFORMANCE?
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J Principle 5 — Risk Management

Board decision making is informed by an
understanding of risk and how it is
managed
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J Principle 5 — Risk Management

Board decision making is informed by an understanding of risk and
how it is managed

5.1 The board oversees a risk management framework that aligns to
the purpose and strategy

5.2 Directors seek and are provided with information about risk and
how it is managed

5.3 The board periodically reviews the risk management framework



Questions for
Directors
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IS THE BOARD AWARE OF HOW RISK IS MANAGED IN THE
ORGANISATION?

IS THERE A SHARED UNDERSTANDING OF THE
ORGANISATION’S RISK APPETITE?

HOW OFTEN SHOULD THE BOARD UNDERTAKE A REVIEW
OF THE RISK MANAGEMENT FRAMEWORK?

IS THE RISK MANAGEMENT FRAMEWORK ALIGNED TO
THE ORGANISATION’S PURPOSE?

DOES THE BOARD HAVE ACCESS TO EXTERNAL PROFESSIONAL
ADVICE ON RISK MANAGEMENT?



Principle 6 — Performance

The organisation uses its resources

appropriately and evaluates its
performance



Principle 6 — Performance

The organisation uses its resources appropriately and evaluates its
performance

6.1 The board oversees appropriate use of the organisation’s
resources

6.2 The board approves an annual budget for the organisation

6.3 The board receives and considers measures which evaluate
performance against the strategy

6.4 The board oversees the performance of the CEO
6.5 The board monitors the solvency of the organisation



! ISTHE BOARD SATISFIED THAT THE ORGANISATION’S
“1  RESOURCES ARE PROTECTED FROM MISUSE?

Q E IS THERE AN AGREED DEFINITION OF SUCCESS FOR THIS

sl

. “1  ORGANISATION?

Questions for —
Directors

.1 HOW WELL IS FINANCIAL AND NON-FINANCIAL
“1™  PERFORMANCE EVALUATED?
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<!~ DO FINANCIAL PERFORMANCE TARGETS CONTRIBUTE
TO LONG-TERM ORGANISATIONAL SUSTAINABILITY?

<!~ HOW DOES THE BOARD USE PERFORMANCE INFORMATION IN
ITS DECISION-MAKING?




p Principle 7 — Accountability & Transparency

The organisation uses its resources
appropriately and evaluates its
performance



p Principle 7 — Accountability & Transparency

The organisation uses its resources appropriately and evaluates its
performance

6.1 The board oversees appropriate use of the organisation’s
resources

6.2 The board approves an annual budget for the organisation

6.3 The board receives and considers measures which evaluate
performance against the strategy

6.4 The board oversees the performance of the CEO
6.5 The board monitors the solvency of the organisation



Questions for
Directors
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TO WHOM IS THIS ORGANISATION ACCOUNTABLE?

WHAT INFORMATION DO STAKEHOLDERS/MEMBERS NEED
TO HOLD THE BOARD TO ACCOUNT?

HOW IS REPORTING ALIGNED TO STAKEHOLDER/MEMBER
NEEDS?

HOW CAN MEMBERS HOLD THE BOARD TO ACCOUNT
FOR ITS DECISIONS?

WHAT ARE THE CONSEQUENCES FOR FAILING TO MEET
MEMBER/STAKEHOLDER EXPECTATIONS?
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Principle 8 — Stakeholder engagement

There is meaningful engagement of
stakeholders and their interests are
understood and considered by the board
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There is meaningful engagement of stakeholders and their interests are
understood and considered by the board

Principle 8 — Stakeholder engagement

8.1 The board understands who the organisation’s stakeholders are, their
needs and their expectations

8.2 The board oversees a framework for the meaningful engagement of
stakeholders

8.3 Stakeholders are considered in relevant board decision making

8.4 There is a process for gathering and responding to complaints and
feedback from stakeholders

8.5 The board oversees a framework for how the organisation works with
and protects vulnerable people



Questions for
Directors
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WHO ARE THE STAKEHOLDERS OF THIS ORGANISATION?

HOW ARE THE NEEDS OF STAKEHOLDERS CONSIDERED BY
THE ORGANISATION?

HOW DO STAKEHOLDERS PERCEIVE THE ORGANISATION
AND WHAT IS THE IMPACT OF THIS?

HOW DOES THE BOARD ACCESS AND RESPOND TO
FEEDBACK FROM STAKEHOLDERS?

HOW ARE VULNERABLE PEOPLE PROTECTED BY THIS
ORGANISATION?



Principle 9 — Conduct and compliance

The expectations of behaviour for the
people involved in the organisation are
clear and understood



E@ Principle 9 — Conduct compliance

The expectations of behaviour for the people involved in the
organisation are clear and understood

9.1 The board articulates its expectations of conduct, and the
consequences for misconduct, for the people involved with the
organisation

9.2 The board oversees compliance with relevant laws, regulations and
internal policies

9.3 Conflicts of interest are identified, disclosed and managed

9.4 There is a process for investigating misconduct and relevant
instances are brought to the attention of the board



Questions for
Directors
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ARE THE BEHAVIOURAL EXPECTATIONS OF THE BOARD
CLEARLY ARTICULATED?

WHAT ARE THE CONSEQUENCES FOR FAILING TO MEET
BEHAVIOURAL EXPECTATIONS?

HOW EFFECTIVELY ARE CONFLICTS OF INTEREST MANAGED
BY THE BOARD?

HOW DOES THE BOARD RESPOND TO BAD NEWS?

WHAT PROCESSES ARE IN PLACE TO PROTECT
WHISTLEBLOWERS?



~,§A‘ Principle 10 — Culture

The board models and works to instil a
culture that supports the organisation’s
purpose and strategy



~,~5“ Principle 10 — Culture

The board models and works to instil a culture that supports the
organisation’s purpose and strategy

 10.1 The board defines and models a desired culture that aligns to the
purpose and strategy

. 10|.2 The board oversees a strategy to develop and maintain the desired
culture

* 10.3 The board oversees mechanisms to monitor and evaluate
organisational culture

* 10.4 The organisation’s values are clear, periodically reviewed and
communicated to stakeholders

* 10.5 The board oversees a framework for the reward and recognition of
workers



Questions for
Directors
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WHAT SORT OF CULTURE WILL BEST SUPPORT THE
ORGANISATION TO ACHIEVE ITS OBJECTIVES?

WHAT IS THE CULTURE OF THE ORGANISATION AND HOW IS
THIS DISCERNED?

HOW OFTEN DOES THE BOARD DISCUSS CULTURE?

DO THE BEHAVIOUR OF STAFF AND VOLUNTEERS ALIGN
TO THE ORGANISATION’S VALUES?

HOW DOES THE BOARD ALIGN ITS DECISION-MAKING TO ITS
VALUES?



1.Purpose and strategy
2.Roles and responsibilities
3.Board composition
4.Board effectiveness

N cipl 5.Risk management
PrmCIp 5 6.Performance

7.Accountability and transparency

8.Stakeholder engagement
9.Conduct and compliance
10.Culture



Links

Measure what matters — John Doerr
https://www.whatmatters.com/

AICD Not-for-profit Governance Principles
companydirectors.com.au/nfpprinciples

Connecting Up and Process PA -
connectingup.org/page/processpa?action



https://www.whatmatters.com/
http://aicd.companydirectors.com.au/nfpprinciples
https://www.connectingup.org/page/processpa%3Faction

Questions

Mick@processpa.com
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