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Introduction

The purpose of this paper is threefold; to give you a brief overview of the legislation and principles that govern a charity’s operation; suggest sources of good practice and, most importantly, highlight the responsibilities of its members.  

Governance

Governance is a technical term which has two elements; how an organisation is set up and how it operates.  All companies and most charities are required to operate under company law and / or charity law.  Some charities can also be companies limited by guarantee. A new legal form, the Charitable Incorporated Organisation (CIO), avoiding the need to have 'dual' registration, is in the Charities Act 2006 but the legal model will now probably be available in 2010.
The structure and operating principles of a charity are set out in what is known as its governing document, with a constitution and a trust deed being two particularly common examples. Charities which are Companies Limited by Guarantee have a Memorandum and Articles of Association.   
The Chairperson of the charity is your first contact for governance questions and queries, because the Chairperson’s role is to ensure the committee they chair operates effectively.  Alternatively, your local Council for Voluntary Services employ staff who can respond to technical queries.

Best Practice

You may well be wondering what will be expected of you and how we all know we are doing the right things to required standards.  The Charity Commission is the main organisation issuing guidance on a wide range of technical issues and most current resources are available on-line.  If you need to speak to someone over the phone you can call its contact centre on 0845 300 0218. 

Lines are open from 08:00 to 18:00, Monday to Friday, except national holidays.

A particularly useful resource is Charity Essentials, including: The essential trustee, Hallmarks of an effective charity, Charitable purposes and Public Benefit. 

http://www.charity-commission.gov.uk/Charity_requirements_guidance/default.aspx     
An alternative source of impartial expertise is The National Council for Voluntary Organisations (NCVO), which provides a wide range of information and support services for those working in the voluntary sector, including a publication on inducting and supporting trustees. They have introduced a Community Membership scheme, aimed at organisations with an annual income of less than £10,000 per year, which is completely free to join.
National Council for Voluntary Organisations (NCVO), Regents Wharf, 8 All Saints Street, London, N1 9RL, Tel: 020 7713 6161, Fax: 020 7713 6300, Helpdesk: 0800 2798 798,

Email: ncvo@ncvo-vol.org.uk   Website: http://ncvo-vol.org.uk 
Trustees and their responsibilities 

The following extract has been taken from CC3 - The Essential Trustee: What you need to know and is probably the most important part of this document to read through before considering seeking nomination to a charity.  However, support and relevant training should be available, so you won’t be on your own!

http://www.charity-commission.gov.uk/publications/cc3.aspx 

Charity trustees are the people who serve on the governing body of a charity. They may be known as trustees, directors, board members, governors or committee members. The principles and main duties are the same in all cases. 

(1) Trustees have and must accept ultimate responsibility for directing the affairs of a charity, and ensuring that it is solvent, well-run, and delivering the charitable outcomes for the benefit of the public for which it has been set up. 

Compliance – Trustees must: 

(2) Ensure that the charity complies with charity law, and with the requirements of the Charity Commission as regulator; in particular ensure that the charity prepares reports on what it has achieved and Annual Returns and accounts as required by law. 

(3) Ensure that the charity does not breach any of the requirements or rules set out in its governing document and that it remains true to the charitable purpose and objects set out there. 

(4) Comply with the requirements of other legislation and other regulators (if any) which govern the activities of the charity. 

(5) Act with integrity, and avoid any personal conflicts of interest or misuse of charity funds or assets. 

Duty of prudence – Trustees must: 

(6) Ensure that the charity is and will remain solvent. 

(7) Use charitable funds and assets reasonably, and only in furtherance of the charity’s objects. 

(8) Avoid undertaking activities that might place the charity’s endowment, funds, assets or reputation at undue risk. 

(9) Take special care when investing the funds of the charity, or borrowing funds for the charity to use. 

Duty of care – Trustees must: 

(10) Use reasonable care and skill in their work as trustees, using their personal skills and experience as needed to ensure that the charity is well-run and efficient. 

(11) Consider getting external professional advice on all matters where there may be material risk to the charity, or where the trustees may be in breach of their duties.
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