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MATTERS RESERVED FOR THE BOARD

CO-OPERATIVES" COMMENTARY

An effective board controls the business but delegates day-to-day responsibility to the
management executive. Directors need to remind themselves constantly of the
distinction between ‘direction’ and ‘management’. Whilst the distinction is not always
clear-cut, it is critical that there should be an all round awareness of it. Only by
working together can directors and professional managers create the appropriate
conditions for a successful co-operative business. The board and management
executive must function as a team. It is vital that they have trust and respect one
another in their respective roles.

The Society’s rules should clearly specify the respective duties and responsibilities of
the board and of the management executive.

Periodically, the board should consider those matters which require its approval.

There are a number of matters which are required, or that in the interests of the
society, can be decided only by the board as a whole.

The Combined Code states that, “There should be a formal schedule of matters
specifically reserved for [the board’s] decision”. It is incumbent upon the board to
make it clear what these Matters Reserved for the board are. Without a clear and
documented statement, the board may find itself faced with some difficulties in
attempting to discipline executives and/or seek redress, in circumstance where the
board considers that transactions have been undertaken, the authority for which is
open to question. The board must ensure that any schedule of reserved matters is
provided to the management executive.

The notes which follow attempt to provide a model schedule of matters that could be
reserved for the board’s approval in medium to large-sized primary consumer co-
operative Societies. They are taken from the Institute of Chartered Secretaries and
Administrators UK Guidance Notes and Best Practice Guidess and appendix one of
the original Corporate Governance Code of Best Practice (1995). It is recognised that
the relative importance of some matters included in this appendix will vary according
to the size and nature of the society’s business.

Multiple signatures

In drawing up a schedule of Matters Reserved for the board, societies should clarify

which transactions require multiple board signatures on the relevant documentation.
(Secretay’s comment: Multiple Director signatures are only required for the
purposes of witnessing the Society seal. Documents executed as deeds without the
seal require either two Directors or one Director and the Secretary. Transactions
on the Society’s bank accounts (including direct debit mandates) require the Chief

C:\Documents and Settings\askoulding.EOE\Desktop\web - directors\MattersReserved.doc



Executive’s or Secretary’s signature. Contracts should be signed by the Chief
Executive or another member of the Management Executive.)

Delegation

Some of the matters included in this appendix should, under the recommendations of
the Cadbury committee and/or Combined Code, be the responsibility of the audit,
search or remuneration committees. However, full delegation is not permitted in these
cases, as the final decisions on the matter are required to be taken by the whole
board.

Urgent matters
In drawing up a schedule of Matters Reserved for the board it is important to establish
procedures for dealing with matters which often have to be dealt with urgently, often
between scheduled board meetings. If the matter is routine and discussion is not
necessary the approval of all the directors may be obtained by means of a written
resolution. In all cases however the procedures should balance the need for urgency
with the overriding principle that each director should be given as much information as
possible, the time to consider it properly and an opportunity to discuss the matter prior
to the commitment of the society.
(Secretary’s comment: The Board has established an Urgent Action Committee for
property transactions. Written resolutions are not permissible at Board or
Committee level.)

The following schedule has been produced to assist boards of directors and society
secretaries in preparing a schedule of Matters Reserved for the Board in accordance
with good corporate governance practice.

APPENDIX
MATTERS RESERVED FOR THE BOARD
1. Membership Issues
1.1  All matters concerning the determination and operation of the society’s rules

1.2 Reporting to members — i.e. frequency, location and content of members’
meetings and directors’ reports (ref rules)

1.3  Profit distribution policies (ref rules) and determination for members’ approval

1.4  All aspects of membership policy and achievements, including interface with
any member committees where appropriate

1.5 Encourage the growth of membership and its involvement in the affairs of the
society in recognition that co-operative societies are membership based

1.6  Approval of resolutions and corresponding documentation to be put forward to
members at a general meeting.

2. Strategy and Management
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2.1

2.2

2.3

2.4

2.5

2.6

Responsibility for ensuring that the society’s affairs are conducted in
accordance with its rules, the best interests of the society and its members,
and in accordance with Co-operative Values and Principles

Approval of the society’s long term objectives and commercial strategy.

Approval of the annual operating and capital expenditure budgets and any
material changes to them.

Oversight of the society’s operations ensuring:

2.4.1 Competent and prudent management

2.4.2 Sound planning

2.4.3 An adequate system of internal control

2.4.4 Adequate accounting and other records

2.4.5 Compliance with statutory and regulatory obligations

Review of performance in the light of the society’s strategy, objectives,
business plans and budgets and ensuring that any necessary corrective action

is taken.

Approval of the extension of the society’s activities into new business or
geographic areas.

3. Financial reporting and controls

3.1

3.2

3.3

Approval of preliminary announcements of interim and final results

Approval of the annual report and financial statements (including the corporate
governance statement and remuneration report)

Approval of any changes in accounting policies or practices.

4. Internal Controls

4.1

Ensuring maintenance of a sound system of internal control and risk
management including:

4.1.1 Receiving reports on, and reviewing the effectiveness of, the society’s
risk and control processes to support its strategy and objectives

4.1.2 Undertaking an annual assessment of these processes

4.1.3 Approving an appropriate statement for inclusion in the annual report

5. Contracts
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5.1

5.2

5.3

5.4

5.5

5.6

Approval of Capital Expenditure exceeding £150,000 (sums below this limit
being delegated to the Chief Executive subject to such sums being covered by
the overall capital budget approved by the Board) (Board 1* November 2005)
Approval of all business acquisitions and disposals.

Approval of all property acquisitions and disposals.

Approval of all land and building leasing transactions.

Approval of all funding arrangements proposed for the society. In general,
directors should seek independent external advice before considering

proposals for property sale and leaseback transactions.

Approval of all openings and closings of either branches or member services,
but not for changes to merchandise ranges in branches.

6. Constitution of the board and senior personnel appointments

6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.9

Ensuring adequate succession planning for the management executive
Selection of the chair and vice-chair(s) of the board (ref rules)

Appointment of the chief executive, including terms and delegated authority,
his/her performance appraisal and his/her removal from office including
compensation terms for loss of office.

Approval of the Executive Management structure.

Membership of board committees.

Appointment or removal of the society secretary and other members of the
Management Executive in partnership with the Chief Executive (ref rules).

Appointment, reappointment or removal of the external auditor to be put to
members for approval, following the recommendation of the audit committee.

Appointments to boards of subsidiaries.

Approval and review of the society’s personnel policies.

7. Directors’ fees and remuneration

7.1

7.2

7.3

Recommending the fee level for directors for approval by members.

Determining the remuneration of the chief executive, society secretary and
other members of the Management Executive, following the recommendations
of the remuneration committee.

Determining the remuneration of any professional external directors following
the recommendations of the remuneration committee, subject to the society
Rules and member approval as appropriate.

8. Delegation of Authority

C:\Documents and Settings\askoulding.EOE\Desktop\web - directors\MattersReserved.doc



8.1

8.2

8.3

The division of responsibilities between the board and the management
executive, which should be in writing.

Approval of the terms of reference of board committees.

Receiving reports from board committees on their activities.

9. Corporate Governance Matters

9.1 Undertaking a formal and rigorous review [annually] of its own performance,
that of its committees and individual directors.
9.2  Considering the balance of interests between members, employees,
customers, suppliers and the community.
9.3 Review of the society’s overall corporate governance arrangements.
9.4  Receiving reports of the views of the society’s members.
10. Policies
10.1 Approval of policies, including:
10.1.1 Directors’ Code of Conduct
10.1.2 Health and Safety policy
10.1.3 Tendering policy
10.1.4 Human Resources policy
10.1.5 Communications policy
10.1.6 Key Social and Co-operative Performance Indicator policy
10.1.7 Work with other co-operatives
10.1.8 Charitable donations policy
11. Other
11.1 The making of political donations
11.2 Approval of the appointment of the society’s principal professional advisers
11.3 Approval of the overall levels of insurance for the society including directors’
and officers’ liability insurance [and indemnification of directors]
11.4 General policy on the use of litigation and major decisions on any particular

piece of litigation capable of having a substantial financial bearing or impact on
the reputation of the society
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11.5 Changes to the rules of the society’s pension scheme, or changes of -
Appointed trustees or (when this is subject to the approval of the society)
changes in the fund management arrangements.

11.6 This schedule of matters reserved for board decisions.

11.7 Approval of any changes to the business’s structure i.e. any new subsidiaries
etc.

In addition, the board will receive reports and recommendations from time to time on
any matter which it considers significant to the society.

C:\Documents and Settings\askoulding.EOE\Desktop\web - directors\MattersReserved.doc




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts false
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ENG ()
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


