How To: Practice Good
Governance

Published by The Prince’s Regeneration Trust
The Prince’s Regeneration Trust
19-22 Charlotte Road
London
EC2A 3SG
Email brick@princes-regeneration.org
—
© The Prince’s Regeneration Trust 2018
All rights reserved. Permission granted to
reproduce for personal and education use only.
The information contained in this publication is
believed to be correct at the time of publishing.
Whilst care has been taken to ensure that the
information is accurate, The Prince’s Regeneration
Trust can accept no responsibility for any errors or
omissions or for changes to the details given.
First published February 2018

Contents
1

Introduction

6

2

What is good governance and why is it important?
What is good governance?
Why is it important?

10
10
11

3

Starting your group
Registering as a Charity
Company Limited by Guarantee and Charity
Charitable Incorporated Organisation (CIOs)
Community Interest Company (CIC)
Trading subsidiaries

14
17
19
21
23
24

4

Governance: Running an organisation
When is governance best practice?
Governance and management
The Board
Roles and Responsibilities
Board Roles and Responsibilities breakdown
Roles not on the Board
Recruiting a Board
Skills Audit
Adjusting to different project stages
Sub-committees
Subsidiary companies

28
28
29
30
31
32
32
33
34
35
36
37

5

Closing a charity
Why close a charity?
What do you need to think about?
Closing an unincorporated association of Trust
Closing a Charitable Company
Closing a CIO
Once your charity has closed

40
40
40
41
41
42
43

6

Hints & Tips
Having the time
Conflicts of Interest
Make sure it works for you

46
46
47
48

How To: Practice Good Governance

3

The learning curve
Be professional
Managing Board recruitment
Getting organised
Progress is slow, trustees are becoming disengaged
We can’t recruit trustees/board members
The board is not in control of the organisation/an individual is too dominant
Your role will change
Too few people are doing all the work

48
49
50
50
50
51
51
52
52

7

Summary

54

8

Useful Links

56

9

Glossary

60

4

How To: Practice Good Governance

Section 1
Introduction
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Introduction
How to: Practice Good Governance is part of The Prince’s
Regeneration Trust’s innovative education programme
BRICK (Building Resources, Investment and Community
Knowledge).
The programme aims to empower community groups to find the
investment and support necessary to save their heritage and build a
better future for their local area. Over four years to March 2018 it will
include annual conferences, over 30 regional training workshops, project
mentoring, community / private sector partnership brokering and a new
digital platform BRICKwork, designed to serves as a central repository of
heritage regeneration resources and an online networking and discussion
forum for all those involved in heritage regeneration.
This guide has been written for community groups, organisations and
local trusts involved in projects to conserve, repair and regenerate
redundant historic buildings for the benefit of the communities within
which they are located. While it is intended for the non-professional and
informed amateur, we hope it will also be useful to architectural and other
professionals involved in the heritage regeneration sector.
The aim of this guide is to support groups involved in projects aimed
at regenerating their local heritage to develop strong and effective
governance. If you are a part of a community group looking to start a
heritage led regeneration project, this guide will help you to understand
the steps required to establish your group as a legal entity, fit to deliver and
manage your project. Moving from an informal group to becoming a legal
entity will enhance the credibility of your group, which is crucial in order
to gain the confidence of local authorities, potential funders and the wider
community, who are likely to form much of the eventual consumer base for
the site’s new use. Selecting the right legal framework lays the foundations
for the development of a governance structure that will meet the needs
of the project, from initial campaigning to long-term operational business.
A project’s governance will set the strategy and oversee the delivery of
that strategy, whether by the trustees themselves, volunteers, staff or
contractors.
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This guide is part of a ‘How to’ series published by The Prince’s
Regeneration Trust, which draws upon a unique ‘knowledge bank’ built up
over years by its team of experts, working in partnership with other leading
specialists. These educational resources and tools are available from
BRICKwork.
How to: Practice Good Governance has been made possible through the
support of the Heritage Lottery Fund, British Land, Alan Baxter Foundation
and Purcell.
The Prince’s Regeneration Trust
Established in 1996 by HRH The Prince of Wales, The Prince’s Regeneration
Trust, worked alongside the UK Historic Buildings Preservation Trust
(UKHBPT) in socially and economically disadvantaged areas of the UK
to rescue and reuse important local buildings for the benefit of the
communities in which they sit bringing new life and vibrancy to those areas.
In 2016 UKHBPT became an independent charity committed to saving
and repurposing important UK buildings. UKHBPT are the custodians of
Middleport Pottery and have a dynamic programme of restoration for the
future. In April 2018, PRT became part of the Princes Foundation.
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What is good governance and why
is it important?
Governance is the way in which an organisation is
steered and managed. Usually taking the form of a
group of trustees or directors, the board is the highest
decision-making body and is therefore accountable and
responsible for delivering against the organisation’s vision
and objectives.
Governance also relates to the formal arrangements that facilitate the
board in achieving their vision, from creating a strategy to delegating
responsibilities and monitoring implementation. As the accountable body,
the board is also responsible for ensuring compliance with requirements
set by the relevant regulators and the stipulations within the organisation’s
own governing documents. This does mean that governance is strongly
linked to the legal structure that the organisation may take, but it is a much
broader concept that emphasises the continuous operation, rather than
just the formation, of an organisation.

What is good governance?
There are a number of core good governance principles that, if followed,
should help you to bring your vision to fruition. These principles will be
familiar to those who have previously been part of the governance of other
organisations, whether a charity or a private enterprise. The purpose of this
guide is to apply those principles to the governance of heritage projects.
Good governance is not all you need - good organisational and business
sense are required too, to ensure that you know what resources are
needed in order to deliver your project and how to harness them. Good
governance should ensure that you have these skills at your disposal. Most
importantly, you should be able to make a judgement about whether part,
or all of your project is easily deliverable, deliverable with difficulty and hard
work, or simply unrealistic. This can be extremely challenging, especially
when individuals become invested in a particular project or idea.
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Good governance principles
An effective board will provide good governance and leadership by:
––

Understanding their role

––

Ensuring delivery of organisational purpose

––

Being effective as individuals and as a team

––

Exercising control

––

Behaving with integrity

––

Being open and accountable

Why is it important?
It is important to ensure that your organisation is equipped to deliver its
vision and meet any challenges and opportunities that it may face in doing
so. The role of the board is to make sure this is the case. In its actions the
board is likely to be accountable not only internally, but also to a number of
external groups, such as funders, customers, staff and contractors.
In order to make this possible, your organisation should adopt a number
of formal governance rules, which will depend on the legal structure
it decides to take. These rules must be included in your organisation’s
governing documents, to ensure good decision making, effective delivery
and accountability, as well as guard against risks that the organisation, the
assets or the individuals involved may be exposed to.
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Starting your group
In this section you will find information on the legal
frameworks most commonly used by groups embarking
on heritage projects such as yours. It will help you select
the right legal framework for your group.
Public and private benefit
Registration as a charity is one way of confirming that your organisation is
not-for-profit and that its work has recognised public benefits. However,
there are other ways to operate as a not-for-profit without the need for
charitable status.
In recent years the government agencies responsible for charities have
become more selective about admitting new organisations to their register.
This is partly due to a rapid rise in the number of charities, some of which
failed to achieve their objectives and were dissolved, undermining the
credibility of the whole sector. There is also increased pressure to show
that projects that benefit from charity registration (with certain protections
and tax advantages) always demonstrate real public benefit. The table
opposite outlines some of the perceived differences between public and
private benefit.
Sometimes, the work of an organisation may result in both private and
public benefits. In this case, the organisation may still be charitable, if the
public benefits clearly outweigh the private ones. For example, if you are
letting a historic building you have restored and the rental income is being
used to support the maintenance and charity.
Another example is private schools, who can often charge high fees and
also retain their charitable status if they make scholarships available to
promising pupils whose parents cannot afford the fees, or allow use of their
facilities by the public and nearby state schools, or both.
If your organisation wishes to acquire charitable status and its work is likely
to provide both public and private benefits, it is advisable to seek legal
advice at an early stage as this is a complex and contested area.
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Examples of public and private benefits
PRIVATE BENEFIT

PUBLIC BENEFIT

Providing business advice and consultancy

Providing advice on business targeted at job seekers or the disabled

Restoring a historic building to let as commercial offices

Taking an ownership of a building of historic or architectural merit for
social or community uses that involve public access

Running a gym

Personal training specifically for people with limited mobility or
experiencing social disadvantage

Restoring a historic building as a legal requirement of the planning
permission for a new build development

Restoring a building and re-investing any surpluses into the building or
future historic building projects

Restoring historic buildings for sale at a profit

Restoring historic buildings for sale where no profits will be
distributed and where any surplus will be recycled into further historic
building projects

Regenerating a derelict listed building as luxury apartments for sale

Regenerating a derelict listed building as apartments where no profits
are distributed, or where the tenants are limited to those paying social
housing rents

Restoring a deconsecrated listed former parish church for use as a
private residence

Restoring a listed former parish church as a place of worship for a
different denomination or faith, or restoring a deconsecrated former
church for use as a community centre

Restoring a listed folly on a country estate with no public access

Restoring a monument or fountain in a town square

Legal frameworks
There are a number of legal frameworks available for community heritage
projects, each suited to different types of projects and organisations.
Company Limited by Guarantee and registered charity:
Many organisations, especially established Building Preservation Trusts are
formatted in this way, It can be cumbersome and has largely been replaced
for new organisations by the below.
Charitable Incorporated Organisation:
This is a recent legal model which carries the same security as a charity but
without the requirement, and restrictions, of becoming a Company Limited
by Guarantee.
Community Interest Company
This is another recent legal model which facilitates groups who are setting
up as a social enterprise. A CIC cannot become a registered charity.
All of these models are suitable for heritage projects; the aims of the
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organisation and the activities it intends to deliver will dictate which
framework is the most suitable. When weighing up the options it may
be that a combination of these approaches is the best way forward. It is
common for charities to establish a subsidiary organisation in order to carry
out revenue-generating activities to supplement their income from grants
or donations.
Legal framework breakdown
CO LTD. BY GUARANTEE & CHARITY

CIO

CIC

Availability

UK

England, Wales and Scotland

UK

Charity registration

Yes

Yes

No

Regulator

Companies House (UK)
The Charity Commission (England and
Wales)
Office of the Scottish Charity Regulator
(Scotland)
The Charity Commission for Northern
Ireland (Northern Ireland)

Charity Commission (England and
Wales)
Office of the Scottish Charity
Regulator (Scotland)

Companies House (UK)

Company type

Limited by Guarantee

Limited by Guarantee

Limited by Guarantee or Share

Member liability

Fixed sum agreed on membership (usually Fixed sum agreed on membership If by Guarantee: Fixed sum
nominal)
(usually nominal)
agreed on membership
(usually nominal)
If by Share: Liability
proportionate to number of
shares held by an individual

Holding of assets and
contracts

Yes

Yes

Yes

Asset lock*

Yes

Yes

Yes

Governing documents

Memorandum & Articles of Association

Constitution & Articles of
Association

Memorandum & Articles of
Association

Board remuneration

No

No

Yes

Investors remuneration

No

Yes

Yes

Corporation Tax

Not on activity in pursuit of charitable
goals

* ‘Asset lock’ means that the surpluses generated by the organisation are secured and cannot be transferred unless to another Asset Locked body. An
exception to this is the payment of Directors in the case of a CIC.
What is a Social Enterprise?
‘Social enterprise’ is a generic term for an organisation in any sector that
uses the proceeds of its commercial activity to further its social interest.
Organisations under this term can include charities, but often a charity will
choose to have a social enterprise company as a subsidiary.
Being a limited company
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All legal models in this guide assume that the organisation is a limited
company, with the exception of the Charitable Incorporated Organisation,
which combines charity and company status. Becoming a limited company
allows the organisation to enter into contracts and hold bank accounts
and other assets as an entity, rather than requiring an individual to fulfil
these functions on behalf of the organisation. Companies are regulated
by Companies House, and as a result, the organisation will be required to
submit the company’s accounts on an annual basis.
Whilst there are other forms of limited company, most organisations
undertaking heritage projects are companies limited by guarantee. This
means that in the event of the organisation winding up, the individual
members of the company are only liable by a fixed amount, normally a
nominal fee that is agreed upon membership. This differs to a company
limited by share, where the liability of each shareholder varies in relation to
the number of shares that they hold.
It may not be necessary for your organisation to register as a limited
company right away. As your project progresses it will become useful to
have the legal status that enables the organisation to hold assets in its
own name, which is usually a prerequisite to acquiring funding. Being an
incorporated company is also a requirement of charity registration.

FURTHER
INFO

Companies House - registration as an incorporated company
www. companieshouse.gov.uk

Registering as a Charity
What does it mean?
By registering as a charity, an organisation is ensuring that its charitable
goals are recognised as being central to its activities. Whilst charities do
qualify for a variety of funding opportunities and tax exemptions, they are
also restricted in their commercial activities.
Who oversees charities?
Charities are registered and regulated by the relevant charity regulator.
In England and Wales this is The Charity Commission and in Scotland the
Office of the Scottish Charity Regulator. From December 2013, charities in
Northern Ireland will be required to register with The Charity Commission
for Northern Ireland.
Charities are required to submit annual accounts to the Charity
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Commission in the same way that a company submits accounts to
Companies House. The Charities Commission must also be kept informed
of any changes to governing documents, such as increasing or decreasing
the number of trustee meetings.
Charitable Objects
When applying for charitable status, the organisation will have to specify
its charitable goals and demonstrate that these are for the public benefit.
Once the Charity Commission accepts these goals, they will be enshrined in
the organisation’s governing documents as its “Charitable Objects”.
Registration Process
The Charities Commission (England and Wales) has a simple online process
for charity registration. Before applying, groups should have formally
adopted a governing document (constitution and articles of association).
The application form has three sections (‘Your organisation’, ‘What you
do’ and ‘Who is involved’) and is submitted together with the governing
document, Trustee declaration, proof of a gross income of over £5,000 and
any other supporting documentation. The Registration Division then has up
to 15 working days to either approve the application or request additional
information or clarification.
Trading and Charitable Activities
One of the most important aspects to consider when applying for charitable
status is that there are restrictions on the commercial activities, or trades,
that can be undertaken. This is because a charity cannot engage in trades
that impose a risk to the assets used to pursue its stated charitable cause.
The laws relating to the ability of charities to engage in commercial activities
can be difficult to interpret, so it is always advisable to consult a specialist in
charity law for guidance.
It is common practice for charities, especially larger ones, to have the
majority of their trading handled by a trading subsidiary, which then
donates all profits to the parent charity. The revenue passed to the charity
in this way is exempt from corporation tax. This also prevents the risk of the
charity contravening the rules regarding trading.
VAT
Some of the notable benefits of being a charity are certain tax exemptions,
such as the ability to reclaim some or all VAT on specific goods and services.
In order to do that, the charity needs to be registered for VAT. Not all goods
or services are eligible and it is advisable to consult HMRC for advice before
attempting to reclaim any VAT.
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Gift Aid
Gift Aid is a scheme which allows charities to reclaim the tax paid on
donations. This means that when an individual donates to the charity, the
income tax that they have paid on that sum can be reclaimed.
Pay and Revenue
Charities normally cannot pay their board members - this is generally
considered to be adverse to this type of organisation’s goals - but it is
acceptable to pay for their out of pocket expenses. Board members can
be paid in exceptional circumstances, when sanctioned by the Charity
Commission.
Revenue generated directly for the purposes of the organisation’s
charitable objects is exempt from corporation tax. Some banks offer
specific bank accounts for charities that provide benefits such as reduced
or zero banking charges. These benefits vary between banks and it is
therefore advisable to shop around before opening an account.
Trading activities suitable for:
CHARITIES

TRADING SUBSIDIARY

Entrance fees to heritage centre/museum

Hiring of office space

Sale of refreshments to heritage centre/ museum
visitors*

Hiring of site for private functions such as weddings

Ticket sales for art exhibitions for an art gallery or
theatre productions by a theatre

Cafeteria/restaurant that serves both general public
and users of heritage centre/museum or arts venue

* This is not strictly primary purpose trading, however, it is accepted that this may be ancillary to the primary
purpose of a charity.

FURTHER
INFO

Charity Commission
www.charitycommission.gov.uk

Company Limited by Guarantee and Charity
What is it?
This model is specifically designed for use by groups concerned with
regenerating and managing built heritage. BPTs are companies limited by
guarantee and are also registered charities. This therefore means that they
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are regulated by both Companies House and the Charities Commission and
that, as a result, they will have to submit annual accounts to both bodies.
What are the benefits of this model?
Companies Limited by Guarantee and Charity can enter into contracts and
hold assets in their own right. Being limited by guarantee ensures that their
members and trustees enjoy limited liability, i.e. that they are protected
from incurring major expenses in the event of the organisation entering
financial difficulties.
A key benefit of using this model is that it ensures eligibility for funding
available exclusively to registered charities, alongside a number of
innovative ‘social investment’ models.
Your organisation will also be eligible for membership of the Heritage Trust
Network. This network can be an invaluable source of support throughout
your project.
Articles of Association
The primary governing document for a Company Limited by Guarantee and
Charity is called the Articles of Association. As a charity, the organisation will
have to include its charitable objects in this document. These are typically
phrased as follows:
“Preserve for the benefit of the people of [area] and of the Nation, the historical,
architectural and constructional heritage that may exist in and around [repeat
area of benefit] in buildings (including any structure or erection, and any part
of a building as so defined) of particular beauty or historical, architectural or
constructional interest.”
As well as the Charitable Objects, the Articles detail the powers of those
within the organisation, such as qualifications to become a trustee and
how they are appointed. The governing documents will also include the
organisation’s “Memorandum”.
Some of the provisions in these model documents may not appear
relevant to your organisation at the current time; however, many of these
will be provisions for the needs the organisation may have in the future.
This may be in the form of allowing for the board of a charity to create
sub-committees or a subsidiary company. By ensuring that its governing
documents afford such flexibility, the organisation will be best equipped
to take advantage of opportunities in the future. Although it is possible to
make amendments to the governing documents, this is a long process as
any amendments have to be ratified by the Charity Commission.
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COMPANY TYPE

COMPANY LIMITED BY GUARANTEE

Accounts

Companies House & Charity Commission

Regulator

Charity Commission (England and Wales)

Office of the Scottish Charity Regulator (Scotland)
The Charity Commission for Northern Ireland
(Northern Ireland)
Board members

Trustees

Board and investor remuneration

Not permitted except in exceptional circumstances
when sanctioned by Charities Commission

Governing documents

Memorandum & Articles of Association

Tax benefits

Exempt from Corporation Tax on primary purpose
trading

Exempt from Corporation Tax on other trading below
certain levels
Eligible for Gift Aid

FURTHER
INFO

Suitability as a subsidiary

No

Asset lock

Yes

Heritage Trust Network
http://www.heritagetrustnetwork.org.uk/

Charitable Incorporated Organisation (CIOs)
What is it?
The Charitable Incorporated Organisation (CIO) is a new legal model
that allows the formation of incorporated charities in order to reduce
administrative burdens and limit trustee liability. It is currently available in
England, Wales and Scotland; the Northern Ireland Charities Act 2008 made
provision for CIOs although this model is not yet available to charitable
organisations.
How does it differ to a Company Limited by Guarantee and Charity?
This model has been specifically developed to combine the benefits of
being an incorporated company and a registered charity, such as in the
case of a Company Limited by Guarantee and Charity. Whereas charities
are regulated by both Companies House and the Charities Commission, the
CIOs will only be regulated by the Charities Commission in order to reduce
the amount of administration required.
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As a result, the CIO is expected to operate in essentially the same way
as the Company Limited by Guarantee and Charity model, as these
organisations will be exempt from corporation tax on commercial activities
in support of their Charitable Objects. This is consistent with registered
charities and therefore CIOs will be subject to the same restrictions on
commercial activity. Whereas the Company Limited by Guarantee and
Charity model has a Memorandum and Articles of Association as its
governing documents, the CIO will have a Constitution which will contain all
of the information about the organisation and its purpose. Organisations
that use this model will be able to operate with a subsidiary company in the
same way as the Company Limited by Guarantee and Charity model.
It is likely that the introduction of the CIO will see an increase in this model
as the CIO aims to be easier to set up and operate. It will also be possible
for existing BPTs to convert into a CIO.
Charitable Incorporated Organisation: Summary of legal framework
Availability

At present only England, Wales, Scotland

Company type

Company limited by Guarantee

Accounts

Charity Commission

Regulator

Charity Commission (England and Wales)

Office of the Scottish Charity Regulator (Scotland)

Yes – Director salaries are subject to CIC regulatory
scrutiny

The Charity Commission for Northern Ireland
(Northern Ireland)
Board members

Trustees

Board and investor remuneration

No – Except in exceptional circumstances when
sanctioned by Charities Commission

Governing documents

Constitution & Articles of Association

Tax benefits

Exempt from corporation tax on primary purpose
trading.

Exempt from corporation tax on other trading below
certain levels
Eligible for gift aid
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Suitability as a subsidiary

No

Asset lock

Yes
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Community Interest Company (CIC)
The Community Interest Company (CIC) model was developed specifically
for use by social enterprise organisations. This means that the company
has a social mission, and therefore works in the interest of the community,
but maintains the freedom to generate revenue available to any other
commercial company. This therefore means that the directors can be paid
for their work, and investors can be remunerated within limits set by the
CIC Regulator. Any surpluses are secured by an “asset lock”, which serves
in the same manner as with charities; the proceeds of commercial activity
are secured for the pursuit of the community interest. A CIC can exist as a
subsidiary of a charity, including a BPT, and transfer any surpluses to the
charity.
CICs are regulated by the CIC Regulator, an independent body that
monitors whether the company is fulfilling its stated social mission. This
is done through an annual community interest report which details how
the company sought to pursue its stated community interest, and how
it involved its stakeholders. This report also includes details as to the
payment of directors and the distribution of any dividends. As well as this,
a CIC will have to submit its annual accounts to Companies House as other
companies do.
As well as not necessarily benefitting from specific tax exemptions, there
are some heritage sector funders that currently require applicants to have
charity status. This is largely due to the fact that CICs are relatively new. As
a result, an increasing number of funding providers have extended their
eligibility criteria to allow for CICs. It is also possible, given the commercial
nature of a CIC, that the organisation may be able to access alternative
funding sources such as business loans or private investment.
The nature of the CIC model is therefore most suitable if the project
you have in mind is primarily a commercial venture; the definition of
“Community Interest” is broader than the comparative of “Public Benefit”
that is required of registered charities. It is possible that the project you
wish to undertake may be better defined by “Community Interest” than
“Public Benefit”. This therefore means that the CIC framework is designed
to allow a greater degree of freedom to pursue not-for-profit. This
model is currently far less common in the heritage sector than the BPT
model; however, given the increasing level of funding available for social
enterprises in all sectors, this may soon change.
A valuable source of information and advice for those considering setting
up a CIC is the CIC Association.
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Community Interest Company: Summary of legal framework

FURTHER
INFO

Company type

Company limited by guarantee or share

Accounts

Companies House & CIC Regulator

Regulator

CIC Regulator

Board members

Executive Directors & Non-Executive Directors

Board and investor remuneration

Yes – Director salaries are subject to CIC regulatory
scrutiny
Share holder remuneration is limited by a Dividend
Cap (20% of share value and maximum of 35%
distributable profits)

Governing documents

Memorandum & Articles of Association

Tax benefits

None

Suitability as a subsidiary

Yes. If a subsidiary of a charity and when all surpluses
are donated to the parent charity, they are exempt
from corporation tax.

Asset lock

Yes

Community Interest Company Association
http://www.cicassociation.org.uk/

Trading subsidiaries
If you are a BPT, it is possible that at some point during the life of your
project you may identify a revenue generation opportunity that would
ensure the on-going existence of the Trust but breach the rules regarding
taxable earnings for charities. In such instances, many charities set up a
trading subsidiary.
While any model of company can be used as a subsidiary, it is worth
considering the CIC model as the asset lock function helps to facilitate the
entirety of the surpluses generated by the trading of the CIC to be “gifted”
to the BPT. In doing so, the surpluses become exempt from tax in most
instances, and this therefore allows for maximum revenue to be kept for
the purposes of the Trust whilst protecting the commercial freedom of the
company.
A subsidiary company, despite operating under a parent charity, will
have the same status as any other company. The trading company can
therefore hold assets, enter contracts under its own name and keep its
own accounts. This is important as the assets of the subsidiary and the
charity have to be kept separate, apart from the revenue formally gifted
from the company to the charity. This separation ensures that the assets
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of the charity are not put at risk by the commercial activities of any trading
subsidiaries.
The relationship between a charity and a subsidiary is specified in the
Articles of Association for both companies, even if they have board
members in common. Whilst technically CICs can pay directors, this does
not extend to trustees of a parent charity who are also on the board of
subsidiary CICs.
Using this structure could help ensure the long term survival of a BPT, as
it could use revenue generated by the subsidiary to support charitable
objectives. The benefits of operating a subsidiary company can be seen
below:

“We are a charity but we also have a business arm which is a company limited by
guarantee. We essentially run the two at the same time so all of the money that
we generate through the business (renting out of office space) is moved straight
back into the charity.
This model isn’t as complicated to run as it sounds, it all comes down to
accounting; all our accounts will contain information that Companies House will
expect to see and also the information that the Charities Commission will expect
to see as well. For our big projects, it has helped us to be a private business
because we’ve been able to go down certain routes that perhaps a charity or
local authority couldn’t. So it’s given us that advantage to be both sides - to be
both a charity and a company.”
In most instances, setting up a subsidiary would not be necessary until the
organisation is ready to begin trading, usually when part or all of the building
work has been completed. As a result, this is probably something that you
may like to consider for the future and need not set up until the project is at
a point where the subsidiary could become useful.
If you do decide to set up a subsidiary then you will need to register the
company, complete with the appropriate Memorandum and Articles with
Companies House. You may also need to amend the Memorandum of the
Trust to allow the Trust to operate the subsidiary, which would be done by
notifying the Charity Commission.
The information in this section should help you to identify a legal framework
that suits the purposes of your organisation and be aware of the most
important benefits and obligations that these frameworks carry.
The next chapter will explore a range of governance principles and practices
that can be used with flexibility to suit your organisation and manage the
challenges of your project.
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Relationship between a BPT and trading subsidiary

Direction

Revenue gifted in
this way is
generally exempt
from tax.

Revenue

Parent BPT
(Charity)

Potential trading activities:
• Heritage Centre
• Museum
• Ticket sales for arts venue
• Cafe serving visitors to
heritage centre/museum/
arts venue

Training subsidiary

Potential trading activities:
• Renting oﬃce space
• Venue hire for private
functions
• Sales of refreshments for
arts venue
• Catering services for private
functions

The BPT invests in the subsidiary to set it up, but from that point on it is a separate legal entity. There are
speciﬁc rules charities must comply with regarding investments and ensuring that the assets of the charity are
not put at risk by the activity of the subsidiary.
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Governance: Running an
organisation
Governance is sometimes considered to be a formality
that is completed when the organisation becomes
registered as an incorporated company/charity and a
board is formed. While this is undeniably an important
part of creating a governance structure, effective
governance is an on-going process to direct strategy,
rather than deliver activities. This is a subtle distinction
and it is likely that, in small organisations, board members
combine their governance and management roles.
Fulfilling this role of directing strategy means a variety of activities, such
as identifying a route to achieving the organisation’s goals, delegating
the responsibility of activities that support this plan and monitoring the
progress of those responsible for the delivery of parts of the project. To
some extent this does mean meetings and reporting, however this is
important to ensure that the board has all the information they need to
make informed decisions and steer the project effectively.

When is governance best practice?
When at its most effective, the board of an organisation is able to fulfil its
legal obligations to ensure accountability, whilst also successfully directing
the strategy of the organisation. An effective board is equipped with the
skills that will help it to identify a vision and prioritise the different elements
that help produce a coherent strategy.
The operation of an effective board will include a number of agreed
practices that are set out in the governing documents regarding the
frequency of meetings, the communication of ideas and progress, as well
as the processes for the appointment and retirement of board members.
Agreeing these practices is important as they help to ensure that every
member of the organisation is working towards the same vision.
Of the board’s core responsibilities, there are perhaps two which have the
most obvious impact on the practical delivery of the organisation’s vision:
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––

Ensuring your board has all the relevant skills at its disposal to
deliver your project. Each project requires a subtly different skill set;
the challenge is to identify and fill any skill gaps within the board by
ensuring it contains people with relevant expertise, you will greatly
improve the ability of your organisation to deliver its objectives.

––

The ability to identify when an element of the project has run its
course and other aspects of the project can take priority. This may
be that a certain activity is nearing completion and therefore others
can begin. Alternatively factors outside your control may force a
change in approach. For example, the current strategy may cease to
be financially viable, and therefore this will need to be reassessed to
create a new strategy. Doing this effectively will help you to ensure
the smooth management of your project.

Fulfilling reporting requirements may appear to be complicated and seem
a distraction from the actual activity of the organisation, however it should
complement the internal workings of your organisation rather than impose
additional burdens. Below is the experience of a trustee and how they
manage to fulfil these legal duties:
“As a BPT, we have to be careful that our Annual General Meetings (AGMs) cover
the Companies House requirements of a business and the Charity Commission
requirements, but actually it’s not that hard once you get your head around
the different wording you have to put into things. It’s just paperwork; we almost
have to have two AGMs in the same evening sometimes. We’ll have one that
ticks all the Charity Commission boxes, but then also we might have to have a
few extra items signed and agreed for Companies House. It sounds a lot more
complicated than it is in practice.
Our AGM will consist of things like: the elections of trustees, the sign off of
accounts, the signing off of minutes. Then the treasurer will ensure that all the
documents are sent to both Companies House and the Charity Commission, but
it’s not actually that difficult I think, once you get your head around it.”

Governance and management
Trustees are likely to be directly involved with the day to day project activity
at some stage and therefore it is important to understand that they are
fulfilling two distinct roles; one of governance, and one of management.
These two roles are closely related, but understanding when you are
required to fulfil each can be important in ensuring the smooth progress of
your project.
As discussed previously, governance is the directing of strategy, whereas
management is concerned with day-to-day operational delivery. The
diagram overleaf shows how governance and management relate to one
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another and the activities that they may typically be involved in a heritage
project. It is the responsibility of the board to decide to what extent
decisions can be delegated to volunteers or staff and communicate this to
everyone involved in the project. For example, board involvement may be
required for spending over a certain threshold, changes to plans, signing
of contracts or dealing with complaints where they have not been resolved
within the project’s management.
Key principles of good governance:
Know what you are aiming to do, and why

As a board, having an agreed vision and purpose is
crucial. This will also ensure that everybody involved
in the project works towards the same goal and that
people outside the project can understand it.

Agree a route map for achieving your objectives

Identify the activities you need to undertake in order
to make your vision a reality.
Prioritise the importance of these activities - there
is no point attempting to take on a project manager
before you have undertaken an options appraisal.
Identify when an idea has run its course and a change
in approach is needed.
Take decisive action to make changes if necessary.

Effectively communicate information on progress and
issues

Ensure board members are informed of progress.
Ensure roles and responsibilities are understood by
board members and those responsible for tasks.
Ensure that the board is fully aware of opportunities
and risks to be able to make informed decisions
enabling them to adapt their approach if necessary.

Assemble and retain the right people to deliver your
objectives

Identify the skills needed to achieve your objectives
and plan how to incorporate those skills, by recruiting
either additional trustees, volunteers or staff.
Delegate responsibility to those with suitable skills
and monitor their progress.

Comply with the legal, reporting and accounting
requirements of your organisation

As a board, you are the accountable body and will
need to prove your organisation fully complies with
the relevant requirements.

The Board
Being on the board of a charitable trust or social enterprise is a prestigious
position. It is important that the organisation has strong leadership and
that the board has suitable skills and experience to steer the organisation
to success.
The structure of the board will be detailed within the governing documents,
explaining how board members are appointed, how many board members
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are required for there to be quorum, the size of the board and how long
a term lasts if trustees are elected by members at an AGM. Having these
rules established in the governing documents helps to ensure that trustee
appointments are fair and that potential trustees are clear as to the
responsibilities their role entails.
Given the nature of the role, it is important that the organisation gets the
maximum benefit from those on its board, including time commitment.
However, on occasion, it is the quality of the time afforded that is most
beneficial, and many trustees balance their role with full-time employment.
For individuals who cannot be as involved as much as they’d like there are
a number of roles available within trusts that do not require the same time
commitment as being on the board.
In a CIC, the make-up of the board will be slightly different, as it will
constitute executive members of the organisation (the directors, involved
with the day-to-day management of an organisation) and non- executive
members, such as representatives from the community and other
stakeholders. The appointment of these non-executive board members is
often based upon their ability to represent the community interest, as well
as any skills they may contribute.

Roles and Responsibilities
To make it easier for the board to oversee all the various aspects of a
project it can be helpful to divide responsibilities amongst the trustees.
This division of the workload allows multiple priorities to be addressed
simultaneously; if you are undertaking a particularly large project or
wish to draw on the skills of individuals not on the board, this division of
responsibilities may include the creation of sub-committees.
With this kind of separation of tasks, good communication becomes a
crucial part of any governance structure. The more complex the structure,
the greater the risk of problems such as overspend, missed deadlines,
duplication of work and deviation from the project vision. This can be
managed by setting up processes to allow for reporting of progress and
the identification of risks and issues and ensuring that from the outset an
individual trustee or sub-committee has a precise job description, detailing
their responsibilities and where decisions should be escalated to the board.
Dividing roles and responsibilities amongst trustees provides an
opportunity to maximise the benefit of the skills and experience of board
members. This highlights the importance of ensuring that the board has a
suitable range of skills that meet the needs of the project.
There are some roles that most charitable trusts will have on their board,
as these roles help to facilitate the administration of holding meetings,
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distributing documents and information throughout the board. These roles
do not need to be formally allocated, but having somebody who fulfils
these functions can be invaluable to help you manage the activities of
the trustees. The table below summarises common trustee roles and the
responsibilities they entail.

Board Roles and Responsibilities breakdown
TITLE

RESPONSIBILITIES

Chair

Spokesperson for the trust
Gives support to the other trustees
Line manages project director/executive staff
Shares urgency procedures between meetings

Vice-chair

Covers in absence of chair
Assists in chairing sub-committees
Shares urgency procedures between meetings

Secretary

Calls meetings of boards and keeps minutes
Signs trust’s legal documents
Ensures compliance with Companies House and
charity law
Ensures quorum at meetings
Identifies and addresses conflicts of interest

Treasurer

Oversees accounts
Ensures financial probity and transparency
Interprets accounts and financial position to trustees
Responsible for audit processes, receipts/payments
and insurance

Chair of sub-committee

Leads activity of specific sub-committee
Implements actions decided by board relating to the
sub-committee
Reports progress and activity of sub-committee to
board, escalating risks, issues and decisions required
to be made at board level.

Roles not on the Board
It is common that, over the course of a project, the individual circumstances
of a trustee will change and mean that they cannot devote as much time
to the project, even if their desire to be involved remains the same. Should
this happen, there are a number of roles available that are still important
to the trust, but require a smaller or more flexible time commitment.
Below are some examples of positions that may suit the availability of
the individual better than being a trustee, and also allow for the trust to
continue benefiting from the individual’s experience and skills.
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Additional Roles
TITLE

RESPONSIBILITIES

President

Public figurehead for the trust
Represents the trust for media interviews/ public
appearances

Ambassador

Raises awareness of the trust, often a local celebrity
who may bring prestige to the project

Patron/Donor

Supports the trust financially

Volunteer

Provides assistance in practical tasks
Provides office/administrative support
Offers specialist advice/skills as required

Recruiting a Board
Some projects start with a group of friends, colleagues or activists as the
core of their project. Others are initiated by one or two people who then
build up a wider team. Whichever is the case, recruiting a strong board at
an early stage, even before forming as a legal entity, is essential in bringing
together a group that will be able to work together successfully and deliver
the project.
Some tips to help that may avoid common pitfalls are:
–– If you only recruit your friends or ‘people like us’ you may miss out
on skills and people of which you were unaware.
––

Some of your supporters will be more suited to leading the project
than others, so don’t just turn all your initial supporters into board
members.

––

Get a balance of skills and carry out a skills audit to make sure the
skills of the board match the skills required for the project.

––

Don’t be afraid of saying ‘no’ to people who volunteer to be board
members if you don’t feel they offer what you most need.

––

Make sure people have the time to attend meetings regularly (except
for occasional holidays). Those who can’t attend make more work for
those who do.

Be sure to recruit team-players. People who you think will not work well in a
collaborative, team-based fashion are best avoided, however charismatic or
influential they may be.
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Skills Audit
Both when first forming a board and subsequently during the life of the
project, it is essential to have the appropriate skills on hand for the project.
Identifying areas where the board would benefit from additional skills is not
always obvious. A skills audit is a simple exercise in which board members
list the skills that they believe are required to manage the project effectively
before stating which skills they feel they, as an individual, contribute. The
collated results show if there are skill gaps within the board.
There are four steps to carry out a skills audit:
1.

Identify the skills required to carry out the project.

2.

All trustees independently fill out a questionnaire where they
record what skills they bring to the charity and its project.

3.

Facilitator compiles the responses into a table.

4.

In discussion, trustees should identify strategies for filling
skills gaps, such as recruiting more trustees, seeking training,
guidance, advice or support (potentially from trustee’s networks,
the UK Association of Building Preservation Trusts or similar) or
changing the work priorities of existing trustees.

What skills you include is up to you; the table opposite provides an
example of a skills audit and some suggestions of how these gaps could be
addressed.
The most noticeable skills gaps relate to governance experience and small
business finance, warranting the recruitment of additional trustees. Some
trusts find that recruitment occurs less formally, and new trustees are
recruited through previous associations with existing trustees. However,
undertaking a skills audit is a recommended exercise to ensure that the
board is fully equipped to deliver its vision at every stage of the project. The
skills required for the project to succeed will change over time, which is why
the board should use skills audits on a regular basis.
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Example Skills Audit:

SKILL

CURRENT
REQUIREMENTS

CURRENT SKILLS

SKILLS GAP

WAYS TO FILL GAP

Business start up

4

1

3

Recruit a new trustee

Charity leadership

2

2

0

Governance experience

2

0

2

Recruit a new trustee.

Small business finance

2

0

2

To be covered by new trustee
(combined with recruitment for
business start-up).

Venue management

1

1

0

Historic buildings

2

4

0

Capital projects

2

2

0

Fundraising

1

1

0

ICT

1

1

0

Legal

1

1

0

Marketing

2

1

1

Chairing a committee

2

4

0

Presentation skills

2

0

2

Community engagement

3

2

1

Trustee to go on community
consultation training, members of
subgroup to visit other projects to
gain ideas.

Public relations

2

1

1

Gap to be met through actions
on marketing and community
engagement.

Political liaison

0

0

0

Skills specific to vision

4

2

2

Trustee with the most skill to lead
a sub-committee, incorporating a
local marketing expert.

Board to seek pro-bono advice
from local professionals within the
catering industry.

Adjusting to different project stages
The early stages of a project are most likely to focus upon fundraising and identifying a
feasible use for the heritage site. The transition to project delivery can be challenging for the
board, whatever type of organisation they are.
“I think people have their comfort zone. For some people, it could be a campaigner. Campaigners
may be involved in a number of projects, but when it comes to delivery of the project, it’s hard
because of the level of organisation that is needed. My observation would be that this is very
characteristic of small organisations in a loose structure, who are quite creative and good at
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campaigning. They move on to delivering something and, even though it’s quite
exciting as it means their objectives could be achieved, it’s very challenging.”
This shift will also be reflected in the roles of the trustees, who may take
on different responsibilities and tasks as the project matures. The pace
and workload is likely to increase; some trustees may find their skills are no
longer in demand whereas in other areas skill gaps may appear, for example
in project management or procurement.
“Everyone has had, to some extent, to take their hands off some aspects of the
project and focus on other aspects of the project. There was a time when all the
trustees were involved and since then things have moved on and we’ve recognised
that to keep the momentum going in each area, the trustees can’t be involved
in everything. It reached a point where no-one could keep up with it all, it’s so
detailed. So we decided to change, so people have focused on their particular
areas and let other groups get on with their particular areas.”
Moving into delivery, the board will increasingly delegate responsibilities to
others, such as construction contractors. Understanding when and how the
roles and responsibilities of trustees change forms an important part of the
strategic role of the board, as it is important that the activities of the trustees
are contributing to the delivery of the project. In addition, further delegation
of responsibilities to specialists or contractors will change the feel of the
board, who may feel less directly involved. However, by taking on more of
an oversight role the board may have increased capacity to focus on other
areas, such as public relations or community engagement.

Sub-committees
As a project progresses, the board can benefit from dividing the
responsibility for particular aspects of the project amongst the trustees. This
makes the project more manageable and allows for the skills and time of
trustees to be used to greatest effect.
“We create sub-groups to look at certain projects, or to investigate a problem.
We delegate authority to them to be able to make decisions at a certain level and
they come back to the board for a sign-off. Sub-committees are a really useful
tool for managing a charity as they allow more detailed day to day work to
happen – they allow the charity to keep moving.”
It is recommended that at least one trustee leads each sub-committee.
This facilitates communication between sub-committees and the board
with regards to progress, risks, issues and decision-making. Employing this
strategy reduces the pressure on the board of trustees to manage every
element of the project and means that board meetings can be used to
review the progress and strategy of the project as a whole. Sub-committees
also allow a greater number of people, and the skills and experience
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they possess, to benefit the project without expanding the board to an
unmanageable size.
Below is an illustration as to how these sub-committees might operate in
relation to the board. As can be seen, each sub-committee works under
the leadership of at least one trustee and each has a separate area for
which they are responsible together with any other individuals within the
sub-committee. They will have been delegated the authority by the board
of trustees to make decisions relevant to their area of focus within certain
limits.

Trustee
Volunteer

Marketing &
interpretation

Direction

Other (staﬀ/
specialist/
community)

Reporting

Board

Construction &
site development

Trading &
commercial

Subsidiary companies
The relationship between the parent and subsidiary company is specified in
the Articles of Association for both companies, even though they may share
board members. In most cases, the board of the subsidiary is likely to share
members with the board of the parent, whether it is a CIO or a charity. It
is recommended that you avoid giving every board member a position on
the board of the subsidiary as it increases the risk of conflicts of interest
and may mean that the skill requirements of the subsidiary, which are likely
to be more commercial, are not met. The parent company may choose
to employ executive directors to directly oversee the management of the
subsidiary, who would report to the parent board.
The diagram below shows the relationship between the two organisations.
Although the membership of the subsidiary company may include a
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number of the same people as the board of the parent company, it is
important that these two bodies meet separately. This is because the
board of the parent will be focused upon the strategy and direction of
the entire organisation, including the subsidiary. The subsidiary board
therefore, is concerned solely with the management of their own activities.
The relationship works in a similar, but more formal, way to that of a subcommittee reporting to the main board.

Executive
Directors

Direction

Trustee

Reporting

Board of
trustees

Subsidiary Board
of Directors
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Closing a charity
Charities close for a multitude of reasons. The important
thing is to make sure that you do it properly whatever
that reason. This chapter gives you the basics but please
ensure that you refer to www.gov.uk to ensure you have
the legal papers in order.
Why close a charity?
Perhaps you have achieved what you set out to achieve and have finished
your project, perhaps another body has taken over the project from you for
some reason, perhaps the project was not viable and you have taken the
decision to wind up, perhaps financially you are losing money and cannot
continue, perhaps you have negotiated a merger with another charity,
perhaps interest has waned and there aren’t enough members to continue,
perhaps you are changing your structure – irrespective of the reason, a
well-managed wind up will help all parties.

What do you need to think about?
Before you decide to close your charity
By the time the decision is reached to close a charity the board will need
to have considered what the Governing documents say about closure.
This is particularly relevant if the charity has any unallocated assets. The
financial position of the charity should be ascertained and confirmed, all
debts and liabilities should be covered before the balance remaining can be
transferred to another charity with compatible purposes. If this is either not
possible or undesirable then consideration can be given to transferring any
assets to another charity or community foundation.
Grant money
Those who have given you grants need to be informed of your decision
and a mutually agreeable conclusion reached in terms of any remaining
funds you are holding, as well as any unfulfilled or unfulfillable conditions
attached to the grant. Be honest with your funders, explain the position and
the reasons behind your decision. A well-orchestrated charity closure will
not harm your credibility in the future.
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Public Funds
If you have run a public fundraising appeal which has not met its target or
perhaps you cannot perform the desired outcome, then the funds will have
to be returned to the donors where possible. Check out the www.gov.uk
website on their fundraising page for more details. Sometimes this will be
impossible to do where you have collected funds through a donation box
or bucket appeal and these amounts will need to be clarified and declared
when closing.
Other Assets
Any land or buildings owned by the Charity will also need to be disposed of
prior to closure. As above this may mean a sale of the asset or a transfer to
a like-minded charity.
Any staff the charity has will need to be made redundant or transferred
under the appropriate guidance if you are merging charities. If this is the
case please firstly consult the Government website and consider employing
the appropriate legal or HR firm to guide you through the process.
Insolvency
If you cannot meet your liabilities, including any redundancy liabilities you
may be facing, then you will require legal advice immediately. In the first
instance, contact the Insolvency Service at www.gov.uk
Legal and Administrative issues
How you are structured will dictate who you must tell and in what form they
need to be informed. The first port of call to understand what you need to
do will be to review your founding documents.

Closing an unincorporated association of Trust
First you may need to get your members to agree with the charity winding
up. Your governing documents will outline what needs to happen and who
needs to be informed. After the meeting, if required, you can fill in the
Charity Commissions online closure form as long as the group is not a CIO
(see below) and as long as your income levels and reserves are modest.
Please check the Charity Commission website for up to date levels. In 2018,
these levels are set at having an income in the last accounting period of
below £5million and/or having assets valued at less than £100million.

Closing a Charitable Company
If you are both a Charity and a Company as many established Building
Preservation Trusts are, you need to inform Companies House and have
the organisation removed from its register before you can have it removed
from the Charity Commission register.
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Closing a CIO
This is a little more complicated and needs direct involvement of the Charity
Commission as they are involved in the winding up processes.
Firstly trustees must arrange for the CIO members to make a dissolution
resolution. This can either be:
–– by a 75% majority of those voting at a general meeting
––

without a vote if there are no objections to the question put to the
meeting

––

by unanimous agreement of the members (if no meeting is held)

This having been done, the trustees must make a declaration that:
––

any debts and other liabilities of the CIO have been settled or
otherwise provided for in full

––

says how any property has been or is to be applied on dissolution

Following this, the Board must give a copy of the resolution within seven
days to every person who on that day is:
––

a member of the CIO

––

an employee of the CIO

––

a trustee of the CIO

The Board must also contact the Charity Commission with the resolution
through their online contact form rather than the closure form and confirm
the following:
––

that no liquidator is acting for the CIO

––

that you are acting on behalf of the trustees or the majority of them

––

that you have followed the exact procedure as set out in your
constitution

––

the exact wording (not a summary) of the resolution passed to close
the CIO

––

that any debts or liabilities have been settled or otherwise provided
in full

You also need to give details of how any property vested in, or held in trust
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for, the CIO has been or is to be applied in accordance with the directions
in its constitution.
The commission will publish a notice on your register entry stating that
it has received your application. It is possible that members, companies
or grant funders will make representation at this point if you have not
informed them beforehand. Subject to any representations, the Charity
Commission will then remove your CIO from the register after three
months. The commission will then publish a notice stating the day of
removal. Unlike other forms of charity, a CIO automatically ceases to exist
when it’s removed from the register.
Please remember to check out the Government website at the time
you are considering winding up your Charity in case there have been
any changes to the above.

Once your charity has closed
Once you have wound up your organisation, you will need to store the
accounting records for up to six years (three years for charitable companies
and CIOs). If you have merged with another organisation it is useful to
ensure that they are aware of this and that they are safely stored.
Friends and Supporters
Finally, do inform and thank your supporters if you haven’t done so already.
It has been their journey as well. Whatever the reason for you winding up
you will have achieved a lot along the way and it’s appropriate and useful to
ensure that you remember that.

FURTHER
INFO

https://www.gov.uk/government/organisations/charity-commission
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Hints & Tips
PRT has worked with many community groups on a variety
of projects. The people who have led these projects have
often started with little or no experience of undertaking
heritage projects and have learned about project
management through first-hand experience. Trustees
from these organisations represent an invaluable network
of knowledge and, in this section, a selection of trustees
have shared some of their experiences to offer hints and
tips to help other organisations in the sector.
Having the time
Many of the people who would like to become involved with heritage
projects are in full-time employment and may be discouraged from
involvement due to concerns about having the time to make a meaningful
contribution.
As previously discussed, being a trustee can require a sizeable time
commitment. However, that is not to say becoming a trustee will come
at the expense of all of your free time, or is a full-time job in itself.
Planning should take account of time periods where trustees have other
commitments and identify times where the project will demand more input.
What is important is flexibility.
“I think if we were more settled, it would make sense if we had a more regular
schedule so that everybody knows that at least they’ll get updated every month
or every six weeks. Right now, we don’t have that because it’s very fast paced
for us at the moment so when something is bubbling up, we try to arrange a
meeting. We try to get everyone and sometimes people can make it, sometimes
they can’t, three of the six of us would normally manage it, but it’s not easy.”
This is not just flexibility in relation to attendance to meetings, but also in
managing the sharing of information. It is easier today, more than ever
before, to stay in regular contact, and employ creative ways for trustees
unable to attend meetings in person to provide valuable contributions.
However, it should be advised that it is the quality of the contribution that is
important, rather than the quantity.
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“There was a period when there was a lot going, everyone got overwhelmed with
all the emails we were getting. So I think you have to strike a balance because if
there are too many emails, people don’t read them.”

Conflicts of Interest
It is not uncommon for board members to have a conflict of interest, where
their own personal circumstances or those of friends or relations may
influence their role on the board. Here are some examples:
––

The charity wishes to use a firm of local solicitors to carry out a
transaction but a trustee is a part of that firm.

––

A charity is restoring an old building, sited next door to the home or
business owned by a close friend of one of the trustees.

––

The charity is leasing a building to another charity and one of the
trustees is also a trustee of the second charity.

––

A charity is using a firm of builders to do some work and one of the
trustee’s sons work for that builders.

It is vital that all interests where there may be conflict are declared. This
means the person says at the relevant meeting “I have a conflict here on
this item of business because ...”. It is then up to the other trustees as a
group to agree whether there is a conflict. If there is a conflict then the
individual can usually remain a trustee and simply leave the room for the
items of business where their conflict is relevant. The conflict must also be
recorded in the minutes.
If a trustee believes another trustee has failed to declare a conflict of
interest, they have a legal obligation to ask the relevant person whether
they have a conflict, explaining their reasons for their enquiry. Sometime
it turns out that there is a misunderstanding and no conflict, but it is
important to be sure.
If in doubt, declare any possible conflicts. It may sometimes be a conflict
but not considered by other trustees to be a serious one. For example, in
the final scenario on the previous page, if the trustee’s son is employed in
another department of the large construction firm and will have nothing
to do with the project, or if the firm has won the work as part of a public
tender, the conflict of interest may be recognised but not considered to be
of a degree where it would affect the judgement of the trustee. In that case,
the potential conflict would be recorded and the construction appointment
made. It would still be important that the relevant person left the room and
had no vote in the appointment, as outside bodies might think – or say –
that the trustee’s judgment had been affected by the connection.
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Make sure it works for you
Governance can seem like it amounts to paperwork and meetings. This
perception of bureaucracy can present a barrier to implementing an
effective governance structure as it may be seen as failing to contribute
anything constructive towards the goals of the organisation.
“There is a kind of governance that is very formal; people talk about what’s
happening and what to do next. Then there is the other stuff, which people are
very eager to get on with.”
Governance is about directing the strategy of the trust; as long as the trust
is able to do this effectively this can be tailored to suit the way in which the
trustees feel comfortable working.
“Being a trustee should be interesting and stimulating - it is no use to anyone to
get bogged down in unnecessary bureaucracy. I’m not saying you shouldn’t have
checks and balances, but you have to streamline it so it’s not an onerous thing
that takes up hours of time in meetings, you can just look at the core and look
at well, ‘what is it we actually have to do?’”
There will be some legal obligations that you will be required to fulfil,
depending on the type of organisation. However, it is possible to organise
the way in which you fulfil these obligations in a way that does not obstruct
the activity of the trust. Be advised, however, that whilst it is important to
work in a way that suits you, many funding sources will require evidence as
to the effectiveness of your governance structure, so it is suggested that
you document your working practices to illustrate how your trust manages
its governance.

The learning curve
If you have never been involved in a heritage project before, you may
find that there is a steep learning curve. First of all, do not be put off or
disheartened if you don’t feel like you have an expertise in the area; many
trusts managing heritage projects do not have this expertise and have
come through the same learning process. Equally there are many areas of
skills and expertise unrelated to heritage that are integral to a successful
heritage project, such as business planning or community engagement.
Skills audits will help to manage this, as it will help to identify areas where
you may need to consult an expert for support, or seek advice from groups
who are working or have completed a similar project.
“The most daunting thing is that we are doing it for the first time. Thanks to the
funding, we have been able to employ professional advice from people who
have done it before. So we are all learning and when you are learning you find
sometimes that things aren’t going as smoothly as you wish.”
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When consulting experts, be aware that they may use shorthand or specific
terminology that you may not be familiar with. Do not be afraid to ask for
clarification or an explanation; it is important to bear in mind that you are
the customer in these situations and you should make sure that you get the
information you need from professionals.
“I think part of this is about not being familiar with dealing with professional
and technical consultants, and not being comfortable with being assertive. So
if professionals and council officials are speaking in professional shorthand be
confident in asking the question, ‘what does that acronym stand for?’”
Ultimately, it is important to be prepared for this learning curve, as it can be
challenging, but try to engage with the opportunity to learn new skills and
take on new challenges.

Be professional
In order to achieve your vision, you will need to take time to develop a
strategy as to how it can be achieved. By being realistic in the progress
that can be achieved within a year and by making sure you take time for
forward planning, you can help ensure that the success of your project
is achievable. By approaching the project in a professional manner, you
will be able to secure the confidence of funding sources, local authorities
and stakeholders and demonstrate that your ambitions are both well
intentioned and well thought out.
“There was a lot of ambivalence I have to say about the business plan but
we can only afford to keep it open to the public and make it work if we’ve got
commercial activities. I think that doing the business plan has made us realise
the cost of keeping the site open and maintaining it, and therefore made us
recognise that we’ve got to be doing commercial activities. I think it focused
people’s minds on the whole package, people came into this, supporting it for
different reasons, but I think the business plan has melded them together and
made it clear that the whole thing goes together”
This is supported by taking the time to ensure that the board understand
the options available, this will help to clarify your vision into a strategic plan
of action. Having this kind of plan in place ensures that everybody is clear
as to what their role is and directs your activities towards achieving your
objectives.
“It’s vital to be very clear about what you want, what are your aims and then to
build a strategy to work towards that. If you go to your local council, it’s no use
just saying ‘we want to save this building and we will use it for the community’.
Research what you want to do – will it work in the area? ‘How will it operate?
How much will it cost to run? How will you ensure long term sustainability? If
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you approach them with a strong business case they will then take you more
seriously.”

Managing Board recruitment
Having a board who work well together can make all the difference in your
project. Forming a team takes time and hard work and as a result it is
understandable that some Trusts are wary of recruiting new trustees, and
potentially risking this dynamic.
However, there are times when a board needs additional skills, or a fresh
perspective. Therefore it may be helpful to give prospective trustees time
to become accustomed to working in your group. Allowing prospective
trustees to shadow an existing trustee or sit in on meetings allows the
existing board to judge whether the prospective trustee is suitable and the
individual to be sure of their potential responsibilities and commitments.
“Here is a bit of advice: test drive your trustees. I think we would be very careful
going forward about who we invited to be a trustee. You’d have to be. You need
to be able to work with people. You wouldn’t want people to come in at a late
stage with a very different kind of influence.”

Getting organised
The majority of funding sources will require the group to have adopted a
formal, legal structure. As such, it is advised that you undertake this well
before you intend to start applying for funding, as it will ease the amount
of work required for the funding application processes. Registration
with either (or both) Companies House and the Charity Commission or
equivalent can take time.
“We decided to start getting people engaged and people sort of fell into the
group, the people who were prepared to pick a subject and really work it up. It
takes a while to find a comfortable way of working together, but I would say if
you think you have found your group and all of you are prepared to go forward
for the foreseeable future, become a registered charity before you need to, before
you have to get involved in the fundraising, because it takes time.”

Progress is slow, trustees are becoming disengaged
Sometimes, when a project has stalled between stages, it can become
difficult to maintain enthusiasm and remain engaged, particularly if the
reason for the delay is outside of your control.
“We’ve had so many setbacks along the way and I’ve sometimes thought, ‘oh
that’s it, we’re done for, it’s not going to happen’. I think that in a way the
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adversity made the trustees doubly determined.”
If this is the case, it is often best to focus on advancing other elements
of the project that are not held back by external factors. For example, if
you are waiting for the outcome of a funding application, there are likely
to be elements of the project that you can advance while you wait, such
as engaging and raising awareness within the local community. Perhaps
consider holding open days for people to visit the building or explore the
possibility of meanwhile uses (uses that can be allowed with the building
with minimal change). This will be important if your project intends to rely
on revenue generated from the community. Another way to reinvigorate
the board is to recruit a new member. Increased expertise or a fresh
perspective could help to identify a way forward.

We can’t recruit trustees/board members
Many organisations are founded by people in the same friendship or
professional networks. When recruiting, it is important to look beyond
these networks. Charity trusteeship is often attractive to people but one of
their first questions is usually ‘what does it involve?’
It helps to answer this if you have a clear idea of what skills and experience
you need when you recruit. If you are particular about what you want you
will usually increase the chance of recruiting suitable people. Think about
how many meetings you will have and what time may be required outside
regular board meetings.

The board is not in control of the organisation/an
individual is too dominant
This usually happens when an organisation employs staff, but it could also
happen if there are a large number of volunteers. If the board feels they are
not in control they need to act urgently as in law they are responsible – and
liable.
If one person, whether an office-holder or not, is dominating proceedings
there are several risks to the charity or company. Decisions made may not
reflect a consensus of opinion among board members. Some members
may leave and it may be difficult to recruit new members as they will feel
disempowered at their first meeting. Outside the organisation people may
feel the organisation is one person’s domain rather than a body furthering
its charitable objectives. Funders may lose confidence in the charity.
Dealing with this situation can be tricky, especially where the dominant
individual is a founder member or where they are prominent within the
community. Try talking in confidence to other trustees outside meetings
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to see if they feel there is a problem. If there is a consensus, one or more
board members needs to raise the matter unflinchingly, probably outside
a meeting in the first instance. If that fails it needs to be raised in a board
meeting. Consider offering other ways for them to be involved.

Your role will change
As a board member, your primary function is to contribute to the strategic
direction of the organisation’s activities. In the earliest stages of your
project, it is likely that the board is directly involved in progressing towards
project goals. As the project advances and the membership of the board
increases, there is less pressure on individual board members to be handson. This is fine, as this allows you to focus on working with the rest of the
board to oversee the direction of the project.
“Up until the staff were appointed, the trustees did everything and since then,
progressively, the staff have been able to take on more and now more recently
the outside volunteers have been able to take on more. You have to be prepared
for that handover, and giving up control of the project is quite a difficult thing
for trustees to do.”
Recognising when responsibility for some tasks in the project are best
delegated and being prepared to step into an oversight role prevents board
members from becoming overstretched. During the delivery of the project,
it may become impossible to keep track of all the different activities and
their contribution towards the overall strategy if you are directly focused
upon one activity.

Too few people are doing all the work
Where trustees are not pulling their weight the chair should discuss with
them their capacity to fulfil their role. If no solution can be found, they
should be asked to leave the board. It is usually possible to find other roles
in which someone can support the organisation in a way that better suits
their skills and availability.
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Summary
Being involved in a heritage regeneration project is an
exciting and rewarding experience, but it is not without
challenges.
Projects often take years to come to fruition and therefore it is entirely
dependent upon a passionate and skilled group of individuals coming
together to create a vision and see it through. Good governance underpins
the way that an organisation is established and run and should be suited to
an organisation’s purpose.
We hope that this guide has helped to explain some of the formalities of
forming as a legal entity and setting up strong governance structure to
deliver your project. Whether your project involves bringing an old pub
back to life as a commercial venture or transforming an industrial site into
community facilities, the core principles of governance remain the same.
Most importantly, as a project develops, so will the project’s governance.
This could involve re-assessing the skills of the board, forming subcommittees and trading companies or simply reviewing the way the board
keeps in touch. Governance, even with the responsibilities it implies, should
drive a project forward, not hold it back.
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Useful Links

Building Preservation Trusts
––

The Architectural Heritage Fund has a lot of information and
guidance for BPTs, including a BPT information sheet - www.ahfund.
org.uk/docs/BPTS_05.pdf and model Memorandum & Articles of
Association - www.ahfund.org.uk/docs/SGD_EW_10.pdf.

––

It is suggested that if you are a BPT, you join the Heritage Trust
Network, a network that could provide a wealth of experience
and support throughout the life of your project - http://www.
heritagetrustnetwork.org.uk/

Subsidiary trading companies
––

HM Revenue & Customs advice on tax & charity subsidiary trading
companies - www.hmrc.gov.uk/charities/tax/trading/subsidiary.
htm

––

Charity Commission guidance on investments and Subsidiary
Trading Companies -www.charity-commission.gov.uk/Publications/
cc25.aspx

––

In addition, Sayer Vincent, specialist Charity auditors, provide
some useful guidance on Subsidiary Trading Companies - www.
sayervincent.co.uk/Asp/uploadedFiles/File/Publications/
MadeSimpleGuides/Subsidiaries_made_simple2.pdf

Social enterprise
––

Social Enterprise UK offers a variety of guidance and support to
organisations operating a social enterprise - www.socialenterprise.
org.uk/news

Community Interest Companies
––
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The CIC regulator provides a step by step guide to forming and
operating a CIC www.bis.gov.uk/cicregulator/guidance. In
addition there is a CIC information pack www.bis.gov.uk/assets/
cicregulator/docs/leaflets/10-1387-community-interestcompaniesinformation-pack.pdf and FAQs on the CIC model http://
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webarchive.nationalarchives.gov.uk/+/http://www.bis.gov.uk/
assets/cicregulator/docs/leaflets/09-1648-community-interestcompanies-frequently-asked-questions-leaflet.pdf
––

The Get Legal page by the NCVO provides information and guidance
for those considering using the CIC model www.getlegal.org.uk/
the-legal-journey/legal-formsin-detail/companies-introductionexplaining-cls-clg-cic/community-interest-company.Html

––

The CIC Association is a network for those who operate and work for
CICs, or those who are simply curious about how the model works www.cicassociation.org.uk/

Charities
––

The Charity Commission has specific governance advice - www.
charitycommission.gov.uk/Charity_requirements_guidance/
Charity_governance/default.aspx

The different regulators for UK charities are:
––

The Charity Commission (England and Wales) - www.charitycommission.gov.uk

––

The Charity Commission for Northern Ireland - www.
charitycommissionni.org.uk

––

The Office of the Scottish Charity Regulator - www.oscr.org.uk

Charitable Incorporated Organisations
––

In England and Wales, guidance on CIOs is provided by the Charity
Commission - www.charitycommission.gov.uk/Start_up_a_charity/
Do_I_need_to_register/CIOs/default.aspx

––

In Scotland, information on CIOs is available through the Office of
the Scottish Charity Regulator - www.oscr.org.uk/about-scottishcharities/scio/

Trustees
––

The Charity Commission has created a trustee handbook - www.
charitycommission.gov.uk/Library/about_us/trustee_handbook.
pdf

––

The National Council for Voluntary Organisations toolkit focuses on
trustee recruitment - www.ncvovol.org.uk/uploadedFiles/NCVO/
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Publications/Publications_Catalogue/Trustee_and_Governance/
Trustee_Recruitment_Toolkit_PDF.pdf
––

TrusteeNet is a network for Charity Trustees from all sectors who
can provide support, advice and guidance, as well as posting
vacancies for available trustee positions - www.trusteenet.org.uk

Further governance advice
––

The National Council for Voluntary Organisations (NCVO) holds
advice on many topics affecting the voluntary sector, including a
Code of Governance and Governance Toolkit - www.ncvo-vol.org.uk/
governanceandleadership

––

The Northern Ireland Council for Voluntary Action is a membership
and representative umbrella body for the voluntary and community
sector in Northern Ireland. NICVA offers a range of advice on
governance and other relevant topics - www.nicva.org/content/
governance-and-charity-advice

––

The Scottish Council for Voluntary Organisations also offer a range
of advice for charities on governance and legal structures www.scvo.
org.uk/information/governance-structures

––

HM Treasury publishes guidance on governance for organisations in
the public sector, that may be useful in considering the community
goals of heritage-led regeneration projects www.hm-treasury.gov.
uk/d/ppp_projectgovernanceguidance231107.pdf

There are a great many other organisations that give guidance on various
elements of governance:
––

The importance of governance - www.ica.bc.ca/ii/ii.php?catid=72

––

Building a project governance structure – www.aipm.com.au/
resource/GARLAND_Project_Governance_Paper.pdf

––

Common governance issues - http://www.pmis.co.uk/what-goeswrongwith-projects.htm

––

The difference between governance and management - www.
greatboards.org/newsletter/reprints/Great-Boards-fall-2008reprint-distinguishinggovernance-and-management.pdf

Companies
––
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Companies House www.companieshouse.gov.uk/
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9

Glossary

AGM
Annual General Meeting of all members
of an organisation. It is here where
nonexecutive board members would be
elected and the board update the members
of the organisation as to its activities.
Articles of association
This document details the powers of board
members, the procedures for appointing
board members and the powers of the
company. These may include creating
subcommittees or subsidiary companies.
Asset lock
This is a statutory provision that certain
types of organisation have preventing the
distribution of surpluses amongst investors.
Charitable objects
These are the stated aims of a charity which
are accepted by the Charity Commission
(or equivalent) and are listed in the charity’s
governing documents.
Commercial activity
Trading to generate revenue.
Constitution
This is the governing document of
Charitable Incorporated Organisations.
Executive directors
Employed staff members who can be part
of the board. In a Community Interest
Company, it is likely the founders of the
organisation will initially take up these
positions.
Financial probity
Demonstrating integrity and care with the
organisation’s finances.
Gift aid
A government scheme by which charities
can reclaim the tax paid on donations.
Governing documents
The document that sets out the powers
of board members and the rules of the
organisation. Different types of organisation
have different names for these documents,
but they fulfil the same purpose.
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Limited by guarantee
A form of limited liability where members
are only liable for a fixed sum that is agreed
upon membership. It is normally a nominal
figure.
Limited by share
A form of limited liability where member’s
liability is related to their share in the
company. For example, if an individual has
40% of the total shares, they would be liable
for 40% of the company’s debts.
Limited liability
Companies formed under limited liability
can be either by share or guarantee. The
amount that individual members are liable
for the debts of the company should it be
wound up are limited by an amount or
proportion.
Memorandum (and articles of
association)
The memorandum is one of the governing
documents of CICs and BPTs and lists the
names of those involved. It is normally
grouped together with the articles of
association – see above.
Non-executive directors
Unpaid board members, such as trustees
or additional members of a CIC board
brought in to assist with the direction of the
organisation’s activities.
Primary purpose trading
This is commercial activity that directly
supports the purpose of the organisation.
For example, the ticket sales for a heritage
museum operated by a BPT.
Quorum
The minimum number of board members
that must be present at a meeting before
any decision made is valid.
Social enterprise
Any not-for-profit organisation whose
activity benefits the community. The CIC
model was developed to represent this
purpose.
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