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Introduction

This paperexamines a broad range of corporate governance practices in Irish pubhic and
commercial semi-state companies based on data published in unnual reports. The
purpose of the research is to evaluate the fevel of compliance by Irish companies with
the Cadbury code of best practice. (Cadbury. 19925,

Corporate governance is about the way businesses are run 1o ensure that
companies perform i responsible and responsive wavs to the interests ol their
stiukeholders (Clarke. 1993 Prmm. 1993),

A series of international corporute failures and financial scandals in the late
19305, including BCCL Polly Peck and Maxwell Communications. has heightened

concerns about the standuard of financial reporting and accountability .

Cadbury code of best practice

The mostintluential guidance on corporate governance comes from the Cadbury report.
(Cadbury. 1992). In May 1991 a committce on the “Financial Aspecis of Corporate
Governanee™ (the Cadbury Committee) was setup by the Financial Reporting Council,
the London Stock Exchange and the accountancy profession. under the chairmanship of
Sir Adrian Cadbury. The overall objective of the Cadbury Committee was to improve
standards of corporate governance by setting out clearly the respective responstbilities
of directors and boards of directors to sharcholders. management. reeulators, auditors.
and other stakehoiders.

The Cadbury report was published in 1992, The report contains a code of best
practice listing 19 recommendations. Although much of the work indeyveloping the code
of best practice took place in the UKL itis also applicable to Irish public companies. At
the heart of the Cadbury Committee’s recommendations is a voluntary code of best
practice. The code only applies to public mited companies but. as it represents best
practice. many semi-state companies have attempted to comply with the code.

Compliance by Irish public companices with these corporate governance guidelines

is central to this research. Compliance in the following arcas is analysed:
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. Independence ot boards
* biographical information disclosed.
o nunther of executive versus non-executive directors:
« remuneration. ownership of shares and share options in the company
. Separation of role of chatrman and chief executive:
. Presence of board sub-committees such as audit. nomination and remuneration
commitices and their composition:

. Women on boards.

This paper is organised as follows. Issues for rescarch are examined. tollowed by
description of the data and methodology used. Results are then presented. followed by

a summary of the findings and a discussion of the implications ot the research.

Issues for Research

There hasbeenestensive rescarch internationally on many aspects of corporate governance
Irishresearch. however.oncorporate governance isminimal. O Higgins (1992 conducted
26 in-depthinterviews coverimg sefection and characteristics of non-executive directors.
MacCunna (1994 analysed inter-locking directorships on lrish boards. O Higgins
11992) and MacCanna ¢ 19941 also provided some data on women on boards. The Irish
Assoctationof Investment Managers (TAIM) completed asurvey oncorporite governanee
swwhich was mainly concerned with compliance by Irish public companies with TAIM <

statement of best practice on corporate governance (IAIM. 1995).

Independence of boards

Independence of boards ot directors has become an area of particulur interest in the
search torbetter corporate governance and s central to the Cadbury report. Of particular
importance. and highlighted by the Cadbury Committee. is the nuber and calibre of
non-exccutive directors whose role on board sub-committees such as audit. remuneration

and nomination committees is becoming vital.

Non-exccutive divectors

Fhere is anecdotal evidence of non-executive appointments made through the “old boy ™
network (MacCanna, 19945 This puts @ question mark over the independence of boards
Ihe Cadbury report argues that an eftective hoard of directors is an essential aspect of
corporate zovernance. The role and elfectiveness of non-executive directors should be
trengthened by formalising theirpositon. The Cadbury reportrecommends aminimum

of three non-executive directors, These non-execative directors should

. exerese independent judgement:
. Be tree trom other relationships mterfering with the exercise of independens
Judgement.
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. be appointed for aspecitic term and reappointment should not be automeatic: and

. be selected through o formal process.

Rescarch suggests that the proportion of non-executive directors on boards of large
quoted UK companies has increased significantly over time. Conyon ¢ 1994) completed
apostal survey ot 400 large UK firms in the Tanes 7000 companies between 1988 and
1993, The average proportion of non-cxecutive directors increased from 384 in 1988
(o 4% m 1993, Peel and O Donnell (1995) exanuned 132 UK Disted industrial
companies in 1992 and found boards comprised an average of 7.6 directors, of which
2.8 were non-executive. Only ten companies (7.6%) had no outside directors. A
majority i54%) complicd with the Cadbury Committee’s recommendation that all
boards should contain a minimum of three outside directors. Bostock (1995) examined
corporate governance practices in the top 100 UK companies in 1992/1993. Average
board size was between 12 and 13 directors, with an almost even divide between
executive and non-executive directors: 637 executive directors compared with 636 non-
executive directors.

Surveys by Touche Ross 11993y and Deloitte and Touche (1996) ot the Financial
Times top 100 companies (carried out after the Cadbury report was published) both
found 465 of directors were non-executive. Only four companies in Touche Ross™s
{1993) survey had less than three non-executive directors.

This analvsis shows that, in general. UK quoted companies comply with the
Cudbury reportin terms of outside (independent) board representation. Board structures
in Irish companies are examined in this rescarch, including average board size. together

with its composition of executive and non-executive directors.

Biographical information

The skills and experience of directors are important to the guality and performance of
company hoards. The Stock Exchange (para. 12.43(1)) requires the identity of non-
exceutive directors to be disclosed in annual reports. together with a short biographical

note on cach. This study analvses the biographical notes disclosed.

Remuneration and participation in equity and shave options

Independence of non-executive directors is vital to sharcholders who rely on the board
to look after theirbest interests. Their level of remuneration. and participation in equity
and share option schemes. could compromise this independence. The Cadbury Commitiee
noted thatAn essential guality which non-executive divectors bring to board deliberations
is that of independence of judgement”.

Fees paid to non-cxecutive directors should be at such a level that directors do
not depend on remuneration from any one company for a sizeuable proportion of their
income. which might compromise their independence (Bank of England. 1985). The
Bunk of England (1985) survey of non-executive fees found a sizeable proportion (15% )

received fees in excess of £10.000.
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The Cadbury Commitiee also stated (para 4.1 3) with reference to independence
cwe regard itas good practice for non-executives not to participate in share option
schemes...” Although the Cadbury Committee did not recommend that outside directors
should not purchase shares in the companies employing them, Peel and O'Donnell
(1995) argue that the same rationale as applies to share options also pertains to shares.
Pecl and O Donnell (1995) examined ownership of equity and participation in
share option schemes of non-executive directors, Of 1S companies operating a share
option scheme. 22 (19% ) disclosed that at least one outside director wis @ member of
the scheme. Thus, mostcompanies inthe sample were applying the Cadbury Committee’s
preference thut outside directors do not hold share options. In contraste Peel and
O Domnell €1995) found that most companies (95% ) with outside directors disclosed
that one or more non-executive directors beneficially held ordinary shares in the
company.

Independence of non-executive directors isyvital to the confidence of sharcholders
who rely on the board to look after their best interests. Fees paid to Irish non-executive
directors are analysed in this research. Ownership by non-executive directors of equity
and rights to share options which could compromise their independence are also

examined.

Separation of role of chairman and chief executive
The role ot chairman and chiel executiv e can be separate or combined. Separation of the
role of chairman and chief executive is important in avoiding concentrating too much
power in the hands of one individual. The Cadbury Committee. along with many other
authorities, recommended that these two posts be separated.

Where the chiet executive officer s chairman of the board of directors. the
impartiality of the board is compromised (Donaldson and Davies. 1991). Rechner and
Dalton (19915 found that firms with independent governance iseparate chairmen and
chief executive officers; consistently outpertformed “CEO duality ™ firms.

Bostock (1995) tound 71% ot the top 100 UK companies spht the role of
chairman and chief executive. leaving only 294 combining these roles. Of these 29
companics only two lacked i strong and imdependent element on the board.

Peel and O Donnell (1995) found that 95 companies (729 had an executive
chairman. whereas only 19 (144 had @ joint charrman/chief executive.

In Convon's (1994) postal survey of 400 firms in the Tines 7000 companies.,
774 of the sample separated the role of chiel executive offteer and chairman in 1993
compared with 379 1n 1988

The positien of chairman and chief executive in Irish pubhic and commercial
semi-state companies is examined. Of particular interest are companies that combine

these two roles.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



INE IBAR - IRISH BUSINESS AND ADMINISTRATIVE RESEARCH

Board sub-committees

The Cadbury Committee recommends that board sub-committees such as audit

commitlees. nomination committees and remuneration committees be established.

Aundit committees

One of the most important recommendations of the Cadbury reportis the establishment
ol audit committees to be used as a link between companices and their external auditors
Audit committees have a critical role 1o play in ensuring the integrity of company
financial reports and in raising corporate governance standards.

Bostock (1995) found that 94% of companies reported (in their annual reports)
having audit committees. This contrasts with carlier surveys showing fewer companies
with audit committees. The Bank of England (198%) surveyed the top 250 of the Tunes
1000 companies and found 56% had audit commuittees. although only 12% declared the
custence of such a committee in their annual reports.

Bostock (1995) found the composition of auditcommittees to be as recommended
by the Cadbury report (minimum of three non-executive directors). A total of 361 non-
executive and 11 executive directors were on 88 audit committees - an average of tour
non-executive members per audit committee.

Formation of an auditcommittee is a key recommendation of the Cadbury report.
This research ivestigates compliance with this recommendation. the composttion of
audit committees and. of particular importance. the number of non-cxecutive directors

thereon.

Nomination committees

Establishment of nomination committees is not a recommendation of the Cadbury
report. However. the presence of such a committee helps to bring a more objective
approach to selection of executive and non-executive board members (Bostock. 1995).
This can be seen as strengthening independence of the board and restricting the freedom
of chiet executives to choose board members.

Bostock (19953) found 21% of companies surveyed reported the existence of &
separate nomination commitiee. with no reference Lo such g committee in 53% of cases.
This compares with a recent study by Main (1994 who interviewed top executives of
24 large British companies. He found that only iz :25% ) out of 24 companies had a
nomination committee through which non-executives are selected.

The structure of these nomination committees should be such that they contain
a majority of non-executive directors. Bostock (1995) found. of the 2t nomination
committees. only 18 gave their composition. These 18 committees were made up of 68
non-exceutive directors and 22 executives directors. Interestingly. of the 22 executives.
14 were executive chairmen, while five were chief executives. showing that executive

chairmen and chief executives still have a big say in appointments to boards.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



CORPORATE GOVERNANCE PRACTICES IN IRISH COMPANIES 121

The existence and composition of nomination committees in Irish compianies is

examined in this rescarch.

Remuneration committees

Establishment of remuncration comnuitiees is required by the Cadbury code of best
practice for all companies listed on the Irish Stock Exchange. with effect for financial
years ending on or atter 21 December 1993, The Cadbury code of best practice states
cevecuiive divectors” pay should be subject o the recommendations of a remuneration
cemmitice made up whollv or mainly of non-executive divectors”™. Members of
remuncration committees should be listed in annual reports.

In January 1995 the Confederation of British Industry appointed a commitiee
under SirRichard Greenbury toidentify good practice and prepare acode for determining
directors” remuneration. The Greenbury report wits published in July 1995, Much of the
Greenbury code of best practice has since been incorporated into the Stock Exchange
listing rules. Compliance with Greenbury recommendations on directors” remuneration
is not examined in this paper as these were only applicable tor accounting periods
heginning onorafter 31 December 1995 and had been implemented by only two or three
Jisted companies at the time of this research.

Bostock (1995) found 95% of companies surveyed had remuneration committees.
These findings are similar to Conyon (1994) who found 944 of quoted companies
operated a remuneration committee in 1993, In amuch earhier study . Mamand Johnston
11992 found. for a sample of 220 quoted companies in 1989/90. thatonly 31 of firms
operated remuneration committees.

Bostock ¢ 1995) found only 46 cxecutives, compared with 418 non-cxecutive
directors. sat on 93 remuneration commuitiees - an average of 4.5 non-executives per
remuneration committee. This is somewhat higher than Conyon (1994 who found an
average of three non-executive directors on remuneration commuittees. This vartation
could be due citherto the variation in methodology used or sample taken. However. both
studies show alarge and increasingly independent presence on remuneration committees.
Bostock (1995) tound 28 (299 ) remunceration committees had the company chairman
as a member.

The presence of remuncration committees. theircomposition between exccutive
and non-executive members and their independence. including whether the chairman off

the board is a member of this committee. s examined in this study.

Women on boards

O Higgins (1992) suggests two advantages of having women on boards:

. Wamen are not part of the “old boy™ network which allows them o be more

independent:
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. Wonmen may have a better understanding of consumers. recognition ot the needs

of customers and of opportunities for companies in meeting those needs,

Inasurvey of 72 Irish companies in 1992 O Higgins (1992) found only 10 (2 ) out of
482 directors were women. Out of 1,751 directors of the top 249 financial and non-
financial companies in Ireland in 1993, MacCanna (1994) found only 86 14.29% ) were
women.

These results are sinular to other surveys completed in the UK. The Ashridge
Management Research Group tHolton. 1995} examined appointment of women to
boards of the Times 1000 top 200 companies. Findings revealed that 49 (25%)
companies had women at board level. The Group tfound that. though more women than
hefore were reaching top levels of major UK companies, they comprised adisappointingly
small proportion of the total population of directors. Only 4% of the estimated total
number of directorships were held by women. An important ditference was found
between executive and non-executive women directors. Women are far less likely to be
executive directors in these companies than are their male counterparts. Women
represent less than 1% of executive directors. This research indicates that whether it is
the number of appointments or the type of directorship held. few women make itto the
boards of UK histed companies.

The Ashridge Group survey (Holton. 1995) also found women were under
represented on board sub-committees. Only about half of the women non-executive
directors were members of either audit or remuneration committees. The exclusion of
women from the boardroom and associated committees raises many fundamental
questons,

Convonand Mallin (19961 completed a shmilar study using datadtrom the top 350
UK companies. Only 7302170y had atfeast one woman on the main board. Mostof these
were non-executive rather than executive directors. Indeed. the ratio of companies with
a least one woman executine director to companies with al least one woman non-
executive director is about 19%

Previous research in Ireland and the UK presents evidence ol sertous under
representation of women in boardroom positions (O Higgins, 1992 MacCanna. 1994
Holton, 1995: Conyon and Mallin, 1996). This rescarch will examine participation of
women on hoards to evaluate whether companies in Ireland have responded to public

pressure for greater participation by women at board level.
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Research Methodology

Population and sample

The population consists of all public limited companies listed on the Irish Stock
Exchange. The Irish stock market annual 1995 ¢ONeill, 1995) ists 89 public limited
companies quoted on the Irish Stock Exchange. In addition. 16 commercial semi-state
companies are included in the survey.

Dati on corporate governance practices were obtained from annual reports
published in 1995/96. All companics were send a written request for ther annual report.
withone tollow up reminder. Twenty one cases t Appendix 2) had to be excluded as their
annual report could not be obtained. Population and sample details are summarised in

tible T The sample consists of 84 listed and semi-state companies ¢Appendis 1),

Table 1: Population and sample

Listed Semi-state companies Total

Population 89 * 16 105
Annual reports not available (Appendix 2) (21) 0 (21)
Sample (Appendix 1) 68 16 84

Source: Irish Stock Market Annual 1995 (O"Neill. 1995)

Extraction of data on corporate governance practices

Annual reports were examined for the following:

. Number of directors on boards

. Number of non-executive and excecutive directors

. Bouard sub-committecs

. Participation of non-executive directors in equity and in share option schemes
. Women on boards

Results

Independence of boards

Table 2 shows that 832 directors were members ot 84 company boards. of which 479
were non-executive directors. Six o companies (7%) failed to distinguish between
cxecutive and non-executive directors. The average Irish company board comprised 9.9
directors, of which 5.7 were non-executive directors. Non-executive directors comprised
S7% of wotal divectors. Semi-state company boards are larger and contain a greater
proportion of non-executive directors than quoted companies. This analy sis shows that,
m general. Irishcompanies were complying with the spiritof the Cadbury reportin terms

of oulside board representation.
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Table 2. Number of directors on hoards

Number of directors Average/board

Listed Semi-state Total Listed Semi-state Total
Non-executive directors 371 (56%) 108 (64%) 479 (57%) 5.5 6.8 bl
Executive directors 277 (42%) 30 (18%) 307 (37%) 4.1 1.9 317
No distinction made 16 (2%) 30 (18%) 46  (6%) 0.2 1.9 0.5

664 (100%) 168 (100%) 832 (100%) 9.8 10.6 9.9

The Cadbury reportrecommended that companies should have @ minimum of three non-
executive directors, Table 3 shows that 70 (83%¢) companies complied with this
recommendation. There were seven companies with more than (en non-executive
directors. Three of these companies were formerly co-operatives and two are semi-state
companes which probubly wccounts for the large number of non-cexecutive directors on
thetr bourds.

Table 3: Number of non-executive directors per board

Companies with Listed Semi-state Total
One non-executive director 4 - 4
Two non-executive directors 4 - 4
Three non-executive directors 13 1 14
Four non-executive directors 8 1 ,
Between five and ten non-executive directors 3l 9 40
Mare than ten non-executive directors 5 2 ¥
Not disclosed 3 3 6
68 16 84

The Stock Exchange requires disclosure of i short biographical note on non-executive
directors. Table 4 shows that most companies (71% ) disclose some biographical
information about all directors or non-executive directors. However. i substantial
minority (31 %y disclose no biographical information. of which 13 are listed companies.
No biographicul information was disclosed about directors by 11 (69% ) semi-state
companies - presumably because the Stock Exchange regulation to disclose such

information docs not apply to them.
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Table 4: Biographical information about directors
Biographical information Listed Semi-state Total %
None 13 " 24 29%
For non-executive directors only 9 - 9 10%
For all directors 46 5 51 61%
68 16 84 100%

Tible S analyses the type of biological intormation disclosed. The majority of companies
disclose some information about other directorships or business experience. and less
frequently about the age and qualifications of directors. The Electricity Supply Board

is unigue in Ireland in disclosing attendance by directors at board meetings.

Table 5: Nature of biographical information

Biographical information disclosed Listed Semi-state Total %

Age 31 0 31 3%
Qualifications 26 0 26 31%
Other directorships/business experience 54 5 59 70%
Date of appointment 44 3 47 56%
Attendance at board meetings 1 0 1 1%

It is important for independence that non-cxecutive directors should not be dependent
on their non-executive remuneration for a sizeable part of their income. In this context,
non-executive directors” fees were analysed in table 6. This analysis was not possible
in the case ot 22 (26%) companies which did not distinguish adequately between
executive and non-executive remuneration.

Fees tonon-executive directors caninclude fees for attendance at board meetings,
fees for attending sub-comuittee meetings. benefits and pension contributions. In 9

(11 ) cases, average remuneration per non-executive director exceeded £20.000.
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Table 6: Fees paid to non-executive directors

Average fee/non-executive director Listed Semi-state Total %
No distinction between

- executive and non-executive directors 3 3 6 7%
- executive and non-executive remuneration n 5 16 19%
Up to £5,000 1 6 17 20%
IR£5,001-10,000 1 2 13 15%
IRE10,001-15,000 14 - 14 17%
IR£15,001-20,000 9 - 9 1%
IR£20,001-25,000 2 2 2%
IR£25,001-30,000 3 3 4%
IR£30,001-35,000 1 1 1%
More than IRE£35,001 3 3 4%

68 16 84 100%

Table 7 analyses outside directors” share option interests. Of the companies surveyed
52(62% ) operated a share option scheme. Of these. 29 (55%) disclosed that at least one
non-executive dircctor was a member of the company s share option scheme.

In contrast. however. table 7 shows that in 73% of companies at least one non-
executive director beneficially held ordinary shares. Peel and O'Donnell (1995) argue
that this could compromise their independent judgement.

Table 7: Ownership of equity and share options by non-executive directors

Listed Semi-state Total %
No share option scheme 16 16 32 38%
Share option scheme 52 0 52 62%
68 16 84 100%
Non-executive directors with
share options 29 - 29 55%
Non-executive directors with
beneficial interests in equity shares 61 0 61 73%

Separation of role of chairman and chief executive

Table 8 shows that 73 (87% ) companies had a separate chairman and chief executive in
compliance with the Cadbury Committee s recommendation. Nine companies had dual
chairman/chief executives - Arcon International Resources. Bula Resources. Glencar
Exploration. Impshire Thoroughbreds. Smurtits. Kingspan. Lyons Irish Holdings. New
[reland and Woodchester.

—
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Table 8: Separation of role of chairman and chief executive

Listed Semi-state Total %
Separate chairman and chief executive 58 15 73 87%
Dual role chairman and chief executive 9 - 9 1%
No details available 1 1 2 2%
68 16 84 100%

Board sub-committees

Many Irish listed companies have separate board sub-committees. The structure and
composition of these committees are summarised in tables 9 to 1.

Audit committees

Tuble 9 shows that 65 (77% ) companies reported having an audit committee. These
audit committees included exccutive and non-executive directors, together with other
professionals from within the company. There was an average ot 3.2 members per audit
committee. There were 148 (72%) non-executive members on 65 audit committees
(which gave their membership) - an average of 2.3 non-executive members per audit
committee. These committees are almost exclusively non-executive. with only 20
(10%) executive directors in total.

Table 9: Audit committees

Listed Semi-state Total %
Audit committee 55 10 65 17%
No audit committee reported 13 6 19 23%
68 16 84 100%
Mean number on audit committee 3.3 33 3.2
Composition of audit committee
Executive directors 20 - 20 10%
Non-executive directors 148 - 148 72%
Other professional members 30 - 30 15%
No distinction made between
executive and non-executive directors - i 7 3%
198 7 205 100%
Women directors on audit committee
At least one women director 9 1 10 15%
No women directors 46 9 55 85%
55 10 65 100%

* Only 2 of the ten semi-state companies with audit committees disclosed the membership of the committee
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Nomination conmittees

Table 10 shows that 15 (18% ) companies reported having nomination committees. Of
these. four did not indicate whether committee members were executive or non-
executive directors. The remaining 11 committees comprised eight (15%) executive

directors and 36 (68%) non-executive directors.

Table 10: Nomination committees

Listed Semi-state Total %
Nomination committee 14 1 15 18%
No nomination committee reported 54 15 69 82%
68 6 84 100%
Mean number on nomination committee 43 6 44
Composition of nomination committee
Executive directors 8 ki 8 15%
Non-executive directors 36 36 68%
Other professional members 9 9 17%
53 53 100%
Women directors on nomination committees
At least ane woman director 2 * 2 14%
No women directors 12 12 86%

14 14 100%

* The one semi-state company with a nomination committee did not disclose its membership

Remuneration committees

Table 11 shows that 58 (69% ) companies had remuncration committees comprising 119
(71% ) non-exccutives and only 28 (17%) executives - an average of 2 non-executives
per remuneration committee. The survey also found that 37 (64%) remuneration

committees included the company chairman as & member.

I— =
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Table 11: Remuneration committees

Remuneration committee Listed Semi-state Total %
Remuneration committee 52 6 58 69%
No remuneration committee reported 16 10 26 3%

68 16 8 100%
Mean number on remuneration committee 35 36 ?5 7

Composition of remuneration committee

Executive directors 25 3 28 17%
Non-executive directors 104 15 19 1%
Other professional members 20 - 20 12%

E H 18 167 100%

Chairman on remuneration committee

Chairman on remuneration committee 33 4 37 64%
No chairman on remuneration committee 9 12 21 36%

42 16 58 100%

Women directors on remuneration committee

At least one woman director 5 1 6 10%
No woman directors 37 15 52 90%

Women on boards
Table 12 shows that 25 companies (305 hin e wormen en the boavds There were 36
women directors (4.3 of alb directorsy - eight 2270 excoutive and 4 (3905 non-

crecutive directons Gseven compantes dJdid not diste ek bera con cvecunve and noa-

crecutive duectorsi, Ofthe 25 compant < wd svomen ducetor Ta St one cahthud
Ceound ones e bangas had ton oo e e pey o annth reponing
rortod.

Phes survey alse anadvsed apporitnent b wonw i ducoors o boand sab-

comanttees Tables O Tnand 11 ~hos that 16T venmpesios watiiae bt contitioes
Boad al Jesst one swomen director onthe commaitee two s EE oy coimpaias had somen

doectors on the nomntion conuniitee: and sto [ ca el ienande dorocions

O TCIIUICTILON conmmiitees
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i;able 122 Women onimards

Companies with women directors on boards Listed Semi-state Total %

Women directors 16 9 25 30%
No women directors 52 7 59 70%
68 16 84 100%

Companies with

One woman director 12 4 16 64%

Two women directors 4 4 8 32%

Four women directors - 1 1 4%
L 9 5 100%

Number of women directors

Non-executive 13 13 26 72%
Executive 7 - 7 19%
No distinction made 0 3 3 9%

0 16 36 100%

Percentage of total
Women directors/total directors 3% 9.5% 4.3%

Women non-executive directors/total
non-executive directors 3% 3.7% 3.6%

Women executive directors/total
executive directors 2.5% 3.3% 2.4%

Summary and Conclusions

The purpose of this rescarch has been to provide some new evidence on corporate
governance practices in Irish public companies and semi-state companies. This research
has attempted to evaluate the level of compliance by Irish public companies and semi-
state companies with the Cadbury code of best practice using data in annual reports.
Thus the information available is limited to that published by companies in their annual
reports.

Independence of boards

The survey of board membership of 84 Irish public and semi-state companies revealed
average board membership of 9.9 directors. Boards i the UK are considerably larger.
Bostock (1995) and Conyon (1994) found average board sizes of between 12 and 13
members. Peel and O'Donnell (1995), surveving a different sample (industrial

companics). found that the average board comprised 7.6 directors.
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Nearly all (83% Irish companies complied with the Cadbury Committee’s
recommendation that all boards contain a minimum of three outside directors. It should
be noted that six companies (7% did not distinguish between executive and non-
executive directors in their annual reports. In this survey the average number of non-
executive directors was 5.7 compared with 2.8 in Peel and O Donnell ( 1995},

A substantial proportion of companies (29%) did not provide any biographical
information about directors. The Cadbury code recommends that boards should include
high calibre directors but it no biographical information is provided it i~ difficult for
shareholders to judge the calibre of directors.

The analysis of fees paid to non-executive directors shows that amounts involved
are generally modest. However. nine (11%) companies paid more than £20.000 on
average Lo their non-exccutive directors.

Of the companies operating a share option scheme. 29 (53%) companies
disclosed that atleast one non-executive director was a member of the company s share
option scheme. This compares unfavourably with Peel and O Donnell (1993) who
found that of 115 companies who operated a share option scheme. 22 (19% ) disclosed
that at least one outside director was a member of the company s share option scheme.

The Cadbury Committee does not prohibit outside directors from purchasing
shares in the companies employing them. This survey shows that most (734¢) companies
disclosed thatatleastone non-executive director beneficially held ordinary shares in the
company. Similarly, Peel and O'Donnell (1995) found that most (95% ) companies had

at least one outside director holding ordinary shares in the company.

Separation of role of chairman and chief executive

Ot the companies surveved 73 (87%) had a separate chairman and chief exccutive in
compliance with the Cadbury Committee’s recommendation. while only nine (11%)
companies combined these roles. This compares with Peel and O Donnell’s (1995)
findings of 95 companies (72%) with executive chairmen and only 19 (14%) with joint
chairman/chief executive. Bostock (1995) similarly found 71% split the role of
chairman and chiet executive and only 29% combining the role of chairman and chief
executive. Thus Irish companies compare well with their UK counterparts in separating

the roles of chairman and chief executive.

Board sub-committees

Only 77% of Irish public and semi-state companies reported having an audit committee
compared with 94% in Bostock™s (1995) survey. In total there were 148 (729% ) non-
executive members on 65 auditcommittees (which gave their membership) - anaverage
of 2.2 non-executive members per audit committee.

Only 18% of companies report the presence of a nomination committee. This

compares with Bostock (1995) who found that 21% of companies surveyed had
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nomination committees. The [5 (18%) nomination commitlees were made up of 8
(15%) executive and 36 (68% ) non-cxecutive directors,

This research shows that 58 (69% ) companies had a remuneration committee.
Remuneration committees are more common in the UKL In Bostock s (1995) study 95
had a remuneration committee. There were 28 ¢17% ) executive directors compared with
119 (71% ynon-executives directors on these committecs. In Bostock (1995) there were

418 non-executives on 92 remuneration committees.

Women on boards

This rescarch shows that 25 companies (30% ) have women on their boards. Women
comprised 4.3% of all directors, compared with less than 56 in boardroom positions for
the leading United Kingdom companies (Holton. 1995). There were more women non-

executive directors - 26 non-executive compared with 7 executive directors.

In summary. this research shows a significant improvement by Irish companies in
corporate governance practices following publication of the Cadbury report. Most
companics make reference to the Cadbury report and comply in some form with the
‘code of best practice’.

In conclusion. this research would tend to indicate that the 84 companies
surveyed arce a long way down the road to implementing better corporate governance

practices. as recommended by the Cadbury report.
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Appendix 1: Companies surveyed

Abbey plc

Adare Printing Group plc
AGF-Irish Life Holdings plc
Allied Irish Bank Group
Aminex plc

Anglo Irish Bank Corporation plc
Aran Energy plc

Arcon International Resources plc
Ardagh plc

Arnotts plc

Avonmore Foods plc

Bank of Ireland Group
Barlo Group plc

Boxmore International plc
Bula Resources plc
Clondalkin Group plc

CRH plc

Dunloe House Group plc
Elan plc

Ennex International plc
European Leisure plc

FBD Holdings plc

Fishers International plc
Fitzwilton plc

Flogas plc

Fyffes plc

Glencar Explorations plc
Golden Vale plc

Grafton Group plc

Green Property plc
Greencore plc

Gypsum Industries plc
Heiton Holdings plc
Hibernian Group plc

IAWS Group plc

IFG Group plc

Impshire Thoroughbreds plc
Independent Newspapers plc
Irish Continental Group plc
Irish Life plc

Irish Permanent plc
lvernia West plc

IWP International plc

James Crean plc
Jefferson Smurfit Group plc
Jones Group plc

Jurys Hotel Group plc
Kenmare Resources plc
Kerry Group plc

Kingspan Group plc

Lyons Irish Holdings plc
Mclnerney Properties plc
Navan Resources plc

New Ireland Holdings plc
Norish plc

Oglesby & Butler Group plc
Readymix plc

Robert J. Goff & Co. plc
Ryan Hotels plc

Seafield plc

Silvermines Group plc
Tribune Newspapers plc
Tullow Qil plc

Unidare plc

United Drug plc

Waterford Foods plc
Waterford Wedgwood plc
Woodchester Investments plc

Semi-state companies

ACC Bank plc

Aer Lingus plc

Aer Rianta cpt

An Bord Bainne (Irish Dairy Board)
An Post

An Post National Lottery Company
Bord Gais Eireann

Coillte Teo

Electricity Supply Board

Irish National Petroleum Corporation
ICC Bank plc

Nitrigen Eireann Teo

Shannon Free Airport Dev't Co. Ltd
Telecom Eireann

TSB Bank

Voluntary Health Insurance Board

——
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Appendix 2. Companies not included in this research

Company Comment on exclusion from research

Andaman Resources plc Northern Irish company
Dakota Group plc Management buyout - no longer quoted
DCC plc

Dana Exploration plc

Dragon Oil plc

Ewart plc Northern Irish company
Gaelic Resources plc

Inish Tech plc

Irish Press plc Company no longer trading
Kish Resources plc

Mackie plc Northern Irish company
Minmet plc

Northern Ireland Electricity plc Northern Irish company

Ovoca Gold Exploration plc

Petroceltic plc

Power plc Company in financial difficulties
Powerscreen plc Northern Irish company

Reflex Group plc

Tuskar Resources plc

UTV plc Northern Irish company

World Fluids plc
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