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Council of Governors’ meeting
2nd March, 2018
SUCCESSION PLANNING

New Chairman appointment process
Context
It is for the council of governors at a general meeting of the council to appoint or remove the chair [and the other non-executive directors]. As well as their appointment and removal powers, governors also decide the remuneration, allowances and other terms and conditions for the chair and non-executive directors, working with the nomination and remuneration committees.
The appendix to this report reminds governors of the role of the nominations and remuneration committee (NRC) in this regard alongside the constitutional and governance best practice requirements.

The NRC are meeting again on 22nd March, immediately before the council meeting, and the outcome of that meeting will be presented as part of this agenda item in terms of the role description and recommended recruitment process.

Background

The Trust’s Non-Executive Director Chairman is reaching the end of his final tenure in the next 12 months.  The council of governors is required to consider and agree to the recruitment for a replacement of the departing Chairman whose term expires on 31st March 2019.  The following detail describes the information debated at the last meeting of the nomination and remuneration committee on 2nd March 2018.
Role Description

Draft role descriptions were presented to the meeting for consideration and debate, and a blended version was subsequently commented upon out of session following the meeting.   Formal approval of the final version, which has regard to the views expressed, will be invited at the meeting of the Committee on 22nd March for recommendation to the council meeting that same day.
Timeline

A suggested timeline to achieve appointment of the successor chairman, and that allows for a sufficient period of handover was discussed at the meeting which is appended to this report (appendix 2) and is recommended to the council of governors by the Committee.

Stakeholder involvement

It was suggested to the Committee and supported that a wide range of stakeholders should be invited to be involved in the recruitment process in order that there is widespread and strong support for the chosen candidate. It was supported that as a minimum the following people / groups should be represented in the process, which the committee reinforced should be a repeat of the stakeholder focus group format utilised for the appointment of the existing chairman, and it is through such a focus group process that the following will be engaged.

· Members of the Executive and Extended Executive teams.

· The Senior Independent Director/Vice Chairman.

· Governor representatives

· Staff Side representative(s).

· Commissioner Representative(s).

· Partner/Voluntary Sector representatives

Determination of Recruitment panel

The interview panel will be composed from amongst the members of the Nomination and Remuneration Committee in accordance with the Constitution and will be chaired by the Lead Governor.  It will include up to 2 non-executive directors, one of female gender.
The composition of the interview and selection panel, to include the involvement of the Chief Executive in supporting the panel’s recommendation and any external assessor will be finalised at the Committee’s meeting on 22nd March, immediately preceding the council of governors’ meeting, and recommendations will be made accordingly.
The Committee will ultimately make recommendations for appointment to the September 2018 Council of Governors meeting.

Options for Chair Recruitment Process 

The NRC were presented with two potential options for the recruitment process:
· Option 1 - Search Consultants

· Option 2 – In- House Recruitment.
· Discussions at the NRC emphasised the importance of a critical evaluation of the issue of diversity on the board of directors and as part of a Trust-wide focus on addressing equality and diversity matters, it was endorsed that it was directly relevant that the ethnic and gender diversity on the board be considered as part of this recruitment process.  The committee acknowledged that diversified board members are more likely to possess different personal characteristics, which lead to dissimilar leadership, thinking, emotional styles and even risk preferences and behaviours. It was agreed that not only may this foster creativity in delivering the Trust’s services, but also provides a more comprehensive oversight to the operations of the Trust through a further enhancement of sensitivity to a wider range of possible risks.  It was agreed that the recruitment process must incorporate robust proposals to safeguard diversity and equality on the board.
Option 1 - Search Consultants

Members of the NRC were reminded that the most recent recruitment exercise for NEDs took place in 2017 when three new NEDS were appointed and an Associate non-voting NED.           The council of governors had approved the use of a Search (Head Hunting) company to source a supply of candidates for consideration.   A number of leading companies were considered and a preferred provider, based on cost and experience was selected. 

The HR director explained to the NRC that if this same option were approved for the recruitment of the chairman, the agency would undertake all the administration and search and advertisements, to include promotion on their website and on a number of specialist online sites. In addition, they would contact individuals who specialise in assisting Directors from large commercial organisations to find NED posts, shortly before their retirement, or as part of the company’s commitment to their personal development. However, the main activity was a focussed search to target individuals who would have the time, personal commitment and experience to contribute to the Trust. The NRC recognised the other benefit of using search firms was their access to many candidates through search engines and through specialised networks such as NEDlink, Women on Boards, City Women’s network, National Black Women’s network, Network for Black Professionals, BME MBA group, Radicate, The Bulldog Trust and Trustees unlimited.
Members of the NRC also acknowledged the benefits of using this option were that the search company does all of the search work and advertising associated with the requirement. The search company has the experience of recruiting NEDs across the NHS and has ready access to systems and candidates looking for NED positions. The company also pre-sift and interview candidates to assure that the trust interviews the likely best matches with the role requirement.

It was however recognised that this option is a considerable cost and with some disadvantage if not mitigated would be that the Interview panel does not see the candidates until the day of interview and the candidate may not have an opportunity to see the Trust ahead of the interview date.

Option 2 - In House Recruitment

Prior to the last intake of NEDs the NRC were advised that NED recruitment had been undertaken “in house” using the HR Recruitment Team - the last being in 2013.  The HR Director highlighted the benefit of this option is that it gives the Trust more control over the process but cautioned that the administration associated with it is considerable and would be an additional burden on the internal recruitment team resource, which is heavily burdened at the present time due to high vacancy levels in the Trust.

In consideration of the in-house recruitment team being particularly stretched handling around 750 live vacancies at all grades and in many teams across the Trust and the suggestion that appointments such as the Chairman role are very different in nature to the normal roles which would put some additional strain on the recruitment team, the committee approved the procurement of a search agency to run the recruitment process for a new chairman.
Whilst also the Director of HR’s preference to utilise a search firm, he gave assurance to the NRC that he would ensure all decisions were kept in house, including shortlisting. The Director of HR proposed to work personally with the appointed search firm in the shortlisting including overview of rejected applicants, monitoring of diversity of applicants and candidates, categorisation of applicants into “strong / possible / weak” categories and presentation of those categorisations back to the NRC alongside a proposed shortlist for interview.

Other considerations

The Committee supported the priority to recruit as soon as possible to replace Martin Howell by 31 March 2019 and to allow for a period of handover of between 3-6 months where possible.

In considering proposals, members took note of the departure of Alyson Coates, who leaves the Board by September 2017; the reappointments of Sir John Allison and Professor Sue Dopson being considered by the Council (decisions which have the potential to effect the gender balance on the board), and 3 male NEDs (one BME) plus a female Associate, and non-voting NED being recently recruited in the last round of appointments.

Action required by the Council of Governors:
The Nomination and Remuneration Committee recommend to the Council of Governors that they approve/support the following:
1. The role description, process (outlined above) and timeline for appointment of a replacement Non-Executive Director Chairman and the appointment of a search agency.  Further detail will be provided to the committee following the NRC meeting which precedes the Council meeting.
2. The composition of the ‘Panel’ (from amongst the governor members of the NRC, and up to 2 NEDs) along with an external assessor, and the role of the Chief Executive in supporting the process of selection of the best candidate.

Author:
Kerry Rogers, Director of Corporate Affairs & Company Secretary 


APPENDIX 1
Role of Nomination and Remuneration Committee
Nomination Role:

To periodically review the balance of skills, knowledge, experience and diversity of the non-executive directors and, having regard to the views of the board of directors and relevant guidance on board composition, make recommendations to the council of governors with regard to the outcome of the review;

To give consideration to succession planning for non-executive directors, taking into account the challenges and opportunities facing the trust, and its plans to address them, and consulting with the board of directors as to the skills and expertise needed on the board of directors in the future;

To make recommendations to the council of governors concerning plans for succession;

To keep the leadership needs of the trust under review at non-executive level to ensure the continued ability of the trust to operate effectively in the health economy;

To keep up to date and fully informed about strategic issues and commercial changes affecting the trust and the environment in which it operates;

To agree with the council of governors a clear process for the nomination of a non-executive directors and to take into account the views of the board of directors on the qualifications, skills and experience required for each position;
To advise the council of governors in respect of the re-appointment of any non-executive director in accordance with the constitution. Any term beyond six years must be subject to a particularly rigorous review
Constitutional Requirements
The relevant extract of the Trust’s Constitution is included below:

8. Board of Directors

8.1 The Trust shall have a Board of Directors which shall consist of 
Executive and Non-Executive Directors.

8.2     The Board of Directors shall comprise the following:

8.2.1 the Chairman (a Non-Executive Director);

8.2.2 between 6 and 7 other Non-Executive Directors;

8.2.3 the Chief Executive (an Executive Director);

8.2.4 the Finance Director (an Executive Director); and

8.2.5 between 3 and 5 other Executive Directors but subject to the provisions of paragraph 8.4.

8.3 One of the Executive Directors is to be:

8.3.1 a Registered Medical Practitioner or Registered Dentist; and

8.3.2 a Registered Nurse or Registered Midwife.

8.4 At all times the composition of the Board of Directors shall be such that the number of Executive Directors is less than the number of Non-Executive Directors.

8.5 Only a member of the public or patient constituencies or an individual nominated by the University of Oxford may be appointed as a non-executive director. 

8.6 Appointment and removal of Non-Executive Directors and Executive Directors

8.6.1Appointment and removal of Non-Executive Directors

8.6.1.1
The Council of Governors, at a general meeting of the Council of Governors, shall appoint and remove the Chairman and other Non-Executive Directors; 

8.6.1.2
The Council of Governors, at a general meeting of the Council of Governors shall appoint one of the Non-Executive Directors as Vice Chairman;

8.6.1.3
The Council of Governors shall establish the CoG’s Nominations and Remuneration Committee (comprising the Chairman, the Lead Governor, one Public Governor, one Staff Governors, two Patient Governors (one service user, one carer) and one Appointed Governor) to consider candidates for appointment as Non-Executive Directors against an agreed job specification.

8.6.1.4 The CoG’s Nominations and Remuneration Committee shall shortlist from those candidates meeting the specified criteria, those candidates whom it wishes to interview and shall appoint from amongst itself, a panel to interview candidates along with up to an additional two non-executive directors of the Board of Directors and a suitably qualified independent advisor; the panel shall conduct interviews with the said candidates and thereafter the CoG’s Nominations and Remuneration Committee shall make its recommendation to the Council of Governors as to who should be appointed as a Non-executive Director. 

8.6.1.5
The Council of Governors shall consider the recommendation of the CoG’s Nominations Committee and make a decision as to the appointment of the Non-Executive Directors in general meeting.

8.6.1.6
An individual shall not be appointed as a Non-Executive Director unless he is a member of the Public or Patient Constituency or an individual nominated by the University of Oxford.

8.6.1.7
The removal of a Non-Executive Director shall require the approval of three-quarters of the members of the Council of Governors.

8.6.1.8  
The CoG’s Nominations and Remuneration Committee shall     consult the Chief Executive regarding the particular skills,                         qualifications or experience which in his opinion would be     desirable for any non-executive Director to possess who may be appointed.

8.6.1.9  
The CoG shall be entitled to appoint one non-executive Director   nominated by the University of Oxford in accordance with a process agreed by the Council of  Governors and recommended by the CoG Nomination and Remuneration Committee.

8.6.2 Appointment and removal of Executive Directors

8.6.2.1
It is for the Chairman and the other Non-Executive Directors to appoint (subject to the approval of the Council of Governors) or remove the Chief Executive. 

8.6.2.2
It is for a committee consisting of the Chairman, the Chief Executive and the other Non-Executive Directors to appoint or remove the Executive Directors (other than the Chief Executive).

8.7 Terms of Office

8.7.1 Subject to paragraph 8.6.3, the Chairman and the other Non-Executive Directors are to be appointed for a period of office in accordance with the terms and conditions of office (including as to remunerations and allowances, which shall be published in the Annual Report) decided by the Council of Governors in general meeting.

8.7.2 The Executive Directors shall hold offices for a period in accordance with the terms and conditions of office (including as to remunerations and allowances) decided by the relevant committee of Non-Executive Directors.

8.7.3 Non-Executive Directors:
8.7.3.1    shall be appointed for a period of up to 3 years;
8.7.3.2
are, subject to paragraphs 8.6.3.3 and 8.6.3.4 eligible for re-election at the end of the period referred to in paragraph 8.6.3.1; 

8.7.3.3
shall not, except in exceptional circumstances, hold office for a period in excess of 6 years; and

8.7.3.4
where appointed for more than 6 years shall, at the discretion of the Council of Governors, be so appointed either on the basis of:

 - re-appointment for up to 3 years;

 - annual re-appointment through broader review taking into   account the needs of the Board and the Trust; or

- a competitive process

up to a maximum 9 years.

APPENDIX 2 

DRAFT timeline for appointment of new Chair of Oxford Health Foundation Trust

This timeline assumes the use of a search firm**

2 March 2018

Governors NRC confirms approach

By end of March 
Agree search firm (NRC decision, TB to support, research and 




propose and engage, with support of Procurement)

By end of May 

Shortlist agreed with NRC (and other stakeholders as determined by NRC)

June 2018 

Panel interviews, stakeholder discussions, assessment, references.

July 2018 

Final interviews of one or two preferred candidates.

By end of July 2018 
Decision in principle by NRC with support of agreed stakeholders. 

August 2018 
Formulate approval seeking from Council of Governors and any other required bodies.

September 2018
CoG Approval.  Confirm appointment, contractual arrangements, DBS and 


FPPT. Prepare communications.

October 2018 

Announcement and potential start of new Chair as shadow to current Chair.

October onwards 
-through to departure of Martin Howell – induction, training, stakeholder 


meetings.

** if the NRC decides not to use a search firm it is anticipated that most of the above will still be achievable, the early stages will put some pressure on HR to generate candidates and some slippage may be necessary.
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