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This Lecture

The People Involved
Duties of Directors

How to Run a Company

Personal Liability of Directors
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Question:
What I1s Corporate Governance?

“...the system by which organizations are
directed and controlled.”
- The Cadbury Report
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uestion:
hat Is Corporate Governance?

“Corporate governance is the method by which a
corporation’is directed, administered or controlled.

It iIncludes the laws and customs affecting that
direction, as well as the goals for which if’is
governed.

The principal participants are the shareholders,
management and the board of directors.”

- Wikipedia.org
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What is it in Practice?

Listed Companies
Corporate Governance Codes
Listing Rules
Companies Acts
Case Law
Shareholder Review
Newspaper Reports

Private Companies
Companies Acts
Case Law




Who is Involved?

The Directors

The Board

Chairman

Company Secretary
Auditors & Committees




So, Who 1s a Director?

Director

Executive / Non-Executive Director

Nominee Director

Alternate Director




So, Who 1s a Director?

Shadow Director
De Facto Director
CEO / Managing Director

“Officer”




Basic Rules 1

Two Directors

Eligibility

Irish Resident Director




Basic Rules 2

Number of Directorships

Qualifications

Age Requirement




D| reCtOrS’ AUthO”ty (or What Can They Do)

Regulation 80, Table A
Indoor Management Rule
Regulation 6, 1973 Regs

Ostensible Authority




The Board

Collectively responsible

Provides Leadership

Authority Delegated under Reg 80




The Chairman

Allowed under Reg 104

Responsible for Meetings
Directors’ Meetings
Shareholders’ Meetings

May have casting vote




The Company Secretary

Can be a company itself
Looks after administrative matters

Has liability for defaults
s 383 CA 1963 & s 100 CLEA 2001




Duties of Directors

It Is the duty of each director and
secretary of a company to ensure that the
requirements of the Companies Acts are

complied with by the company

S 383 Of the 1963 ACt (as amended by s 100 of the 2001 Act)




Common Law Directors’ Duties

(or What Should They Do)

Loyalty

Obedience to Company Constitution

Avoidance of Secret Profits

Independence of Judgement




Common Law Directors’ Duties

(or What Should They Do)

Avoid Conflicts of Interest

Care, Skill and Diligence

Consider Interests of Third Parties

Fairness




Some Other Duties

The Three “A’s

Accounts

Annual Return

Accurate Information




Some Other Duties

To Minority Shareholders

To Employees

To Shareholders

To Creditors




Some Other Duties

Keeping Registers

Compulsory

Non-Compulsory




How To Run The Company

Reasonableness
Statutory & Other Duties

Practice & Best Practice




Best Practice 1

Frequency of meetings

Notice of meetings

Agenda




Best Practice 2

Quorum

Voting

Resolutions




Best Practice 3

Written Resolutions

Recording Decisions

Committees




Personal Civil Liability

(or when it all goes wrong)

Many Ways to be liable

Reckless Trading
Fraudulent Trading

Not Keeping Proper Books of Account




Personal Civil Liability

(or when it all goes wrong)

D&O Insurance — Peace of Mind




Personal Criminal Liability

(or when it all goes really wrong)

Approximately 400 Offences Under Companies
Acts alone

Summary Conviction
Fine up to €1900
Imprisonment up to 12 Months

Conviction on Indictment

Fine up to €12,700 ggr €254,000 for insider dealing)
Imprlsonment up to 5 Years (or 10 years for 1.D.)




Personal Criminal Liability

(or when it all goes really wrong)

Burden of Proof Reversed

On the Spot Fines




Director of Corporate Enforcement

Units
2500

2000

1500 O Complaints
B Reports
1000 B Convictions

500

r—

2000 2002 2003 2004 2005

Source: ODCE Annual Reports 2001-2005




Thank You




