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Background

It is a basic principle of charity law that in the absence of express legal authority a trustee can neither benefit from the charity’s funds in any way, nor be seen to do so.  

The Charity Commission’s basic position is that if benefits are conferred on trustees without proper legal authority, those benefits must be repaid to the charity.

There are similar rules in company law, preventing a company director from profiting from his or her position.  The Companies Act 2006 imposes a duty on a company director to avoid any situation in which he has, or can have, a direct or indirect interest that conflicts, or may possibly conflict, with the interests of the company.

The trustees of the NFWI and incorporated federations are therefore bound by both charity law and the company law principles.

The trustees of unincorporated federations and WI trustees (WI committee members) are bound by the charity law.

The rules are particularly harsh as they can apply not only to a real conflict of interest, but also to a perceived conflict.  The law has developed in this way to prevent the possibility of conflict or of a trustee being tempted or swayed from his or her duty of loyalty to the charity by any possibility of self-interest.  The idea, in essence, is that the actions of the trustees should be perceived as being beyond reproach. 
The Articles of Association of the NFWI and incorporated federations clearly state that the income and property of the NFWI and federations must be used solely for the promotion of the charity’s purposes (objects) and no trustee or a person Connected to a trustee may be appointed to any office paid by salary or fees or receive any remuneration or other benefit in money or in kind from the NFWI or an incorporated federation.

The constitution and rules for both unincorporated federations and WIs express the same principles in respect of federation and WI trustees.

Connected persons

The Charity Commission’s view is that if there is a degree of financial interdependence between the trustee and another person, such as a spouse, that person may not receive any benefit from the charity either unless this is permitted by the constitution which in the case of the NFWI, federations and WIs is not permitted. 
Connected person in relation to a trustee means:

· Spouse or civil partner of a trustee

· Any person living with a trustee where there is any financial interdependency

· A parent, child, step-child, brother, sister, grandparent or grandchild of a trustee where there is any financial interdependency between that person and the trustee

· Any person living with a person as if they were their spouse or civil partner where there is any financial interdependency between that person and a connected person

· Any partnership or firm controlled by a trustee
· Any company in relation to which a trustee may exercise more than 20% (NFWI and federations), 50% in the case of WI committee members,  of the voting power at a general meeting of the company
Examples of people who are not ‘Connected’ to a trustee:
· A trustee’s son who is no longer financially dependent on his mother, and she is not financially dependent on him

· A trustee’s granddaughter if neither of them are financially dependent on each other

· The partner of a trustee’s daughter where the daughter is still living at home and is financially dependent on her mother, provided the partner doesn’t live there too
· Any firm, partnership or company controlled by an individual who is Connected to a trustee
Whilst it may be appropriate for a payment to be made to a person with links to a trustee who is not a Connected person, this may still give rise to conflicts of interest and the trustee should refrain from voting on the issue.
A full clarification of the term Connected Persons is given in:

· The NFWI Articles of Association
· Incorporated County/Island Federation Articles of Association; 

· Constitution and Rules for unincorporated County/Island Federations;

· Constitution and Rules for WIs; 
· Draft Conflict of Interest Policy, Appendix A of this paper.
Declaring Conflict of Interest

Trustees are responsible for the overall management of the administration of their charity.  All decisions by the trustees concerning a charity should be taken by the trustees, acting collectively.  A charity is entitled to the independent and objective judgement of each of its trustees, acting solely in the interests of the charity.  Charity trustees must not put themselves in a position where their personal interests conflict with their duty to act in the best interests of the charity. The onus is on charity trustees to be able to demonstrate that they have acted solely in the interest of the charity.

Where a conflict of interest or loyalty arises the trustees must therefore declare this interest.

Trustee interest and management of conflict of interest is set out in:

· The NFWI Articles of Association;

· Incorporated County/Island Federation Articles of Association;

· Constitution and Rules for unincorporated County/Island federations;

· Draft Conflict of Interest Policy, Appendix A of this paper.
Conflicts of interest relate both to the conferring of financial benefit on trustees, and to other situations.  As the governing documents in respect of all the three levels of the WI organization do not permit trustees to benefit, two questions should be asked in relation to the conferring of a benefit on a trustee:

1. Does this situation involve the conferring of a benefit on a trustee?  

2. Have appropriate conflicts of interest procedures been observed?
Trustees are only permitted to receive benefit as follows:

· any benefit received in her capacity as a beneficiary of the WI

· the payment of premiums in respect of indemnity insurance

· payment under the indemnity 

· reimbursement of expenses incurred in the course of her duties as a trustee
Where there is a potential conflict of interest, the following steps should be observed:
· The potential conflict of interest should be declared;
· The other trustees should have an opportunity to decide whether the situation does indeed constitute a conflict of interest.  Depending on the other trustees’ decision, the trustee concerned should only be involved in discussions and voting on the issue if it was found that there is no conflict of interest;
If the other trustees conclude that the trustee concerned would have a conflict of interest, then she:

· Must take part in the decision making process only to provide information

· Must not be counted in the quorum for that part of the process

· Must withdraw during the vote and have no vote on the matter
Examples of Conflicts of interest
· A solicitor sits on the board of the NFWI.  Legal work is required and the solicitor offers to undertake that work, but she says she can only help if she is paid, although she will make a reduction from her usual fee.  There is a clear conflict of interest between the personal financial interests of the trustee and the interests of the charity and the governing document doesn’t allow a payment to trustees for work.

· A federation board/WI Committee decides to set up a website. The husband of one of the trustees is a website designer.  He offers to design the website at a cut price rate.   As above, the governing document doesn’t allow a payment to a Connected person, and there is a conflict of interest between the interests of the trustee and those of the charity.  The husband cannot be paid, but his expenses can be covered.
It may be appropriate for the board/WI Committee to take a vote on whether he should be asked to help the WI on an unpaid basis so that the federation/WI can make a decision whether to ask the trustee’s husband to help on an unpaid basis, or whether to buy in help with website design from elsewhere.  

This is clearly a potential conflict of interest for the trustee and she should declare her interest, and neither vote nor form part of the quorum.  It is also advisable for her to leave the room during the discussion, except to the extent that she is invited to remain to help inform the debate.
If the son of a trustee offers to design the website and he is neither living at home nor financially dependent on his mother (and she is not financially dependent on him) there is no difficulty in him being appointed on a paid basis.

However, it is clearly a potential conflict of interest for his mother, the trustee, and she should declare her interest, not vote, not form part of the quorum, in relation to any decision of the board/WI Committee about this appointment, and to leave the room for the discussion unless asked to stay.
· A trustee is a craft tutor and would like to continue being paid for tutoring classes that the federation offers to WIs.  As a federation trustee, the tutor is also in a position to influence what classes the federation puts on and who will tutor them.  The governing document doesn’t allow for a trustee to be paid for services, and there is a conflict of interest between personal interests of the trustee and federation interests.
When a federation trustee is invited to tutor classes by a WI, she should continue exercising caution before accepting a payment.  Her visibility in the federation resulting from the trusteeship may be perceived as personal promotion of her services and it is recommended that federation trustees shouldn’t accept paid tutoring in WIs in their federation whilst being members of the federation board as the line between being invited in their personal capacity as a tutor, or in their trustee capacity can be blurred.
· The daughter of an NFWI trustee would like to apply for a job with the NFWI/a federation.  She still lives at home and is therefore classed as a Connected person.  The governing document doesn’t allow a Connected person to be in a paid position with the charity, therefore the daughter would not be eligible to apply.
If, however, the daughter is financially independent, she would be eligible to apply for the vacancy, however, her mother would have to declare conflict of interest and not be involved in the appointment process in any way.
· A vacancy arises for the new post of part-time federation secretary.  A federation trustee applies for the position.   This would require the express consent of the Charity Commission even if the trustee resigned from the board before a formal job offer was made, as the trustee would have had a role in the decision to create the post.  In addition, a Conflict of Interest procedure should be followed.
· The trustee of a WI is also a member of the local village hall committee.  The WI uses the hall for its monthly meetings.  The trustee is unlikely to have a personal financial interest, but there is a potential conflict of loyalty between the trustee’s position on the WI committee and her position on the village hall committee. Appropriate conflicts of interest procedures should be observed, but these could sensibly involve a simple declaration by the trustee concerned of her dual trusteeship.  There could be no problem with a procedure which allows her to vote on issues concerning the village hall, should she wish to.

· A trustee organizes a federation holiday with a travel agency.  The agency gives the federation a free place on the holiday and the trustee who organized the holiday is offered the place by the federation.  She would be helping looking after members during the holiday and so it is felt a fair compensation for her work and involvement.   However, this would contravene the provision in the governing documents that trustees must not benefit from their trusteeship and therefore, it is not possible for a trustee to go on the holiday for free.

· However, trustees can take advantage of discounted holidays for the WI, on the same basis as other WI members, which would be classed as receiving benefits in their capacity as beneficiaries of the charity.
· A trustee who previously organized federation holidays wishes to continues to do so when she is no longer a trustee.  The holiday company gives the federation a free place on federation holidays and the former trustee would like to take advantage of this as a reward for her work in organizing the holidays.  However, a former trustee should not benefit from her former position and therefore and the federation should go through a recruitment or selection process for the position of holiday organizer.  Whoever is selected through a fair selection process, provided they are not a federation trustee, will be able to take advantage of the free space on the holiday.
· However, it is advisable that federations should consider taking advantage of the free place by other ways so that more members can benefit, for example by making the holidays overall cheaper, or using the holiday as a raffle prize.
Conflict of Interest Policy
A model Conflict of Interest Policy is attached as Appendix A.

Register of trustees’ interests

The governing documents for the NFWI and federations require that a register of trustees’ interests be kept.  A form is attached as Appendix B.
Declaration of gifts/hospitality offered to trustees by external bodies 
NFWI trustees are not allowed to retain any substantial gifts in excess of value of £50, however, are allowed to keep flowers and edible gifts. 
Federations and WIs should decide what they consider to be a substantial sum for a gift or hospitality so that a clear ruling can be set for the trustees when a gift/hospitality have to be declared.

A model Declaration of gifts/hospitality form is attached as Appendix C.
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Trustees have a legal obligation to act in the best interests of [NAME OF THE CHARITY] and in accordance with [NAME OF THE CHARITY]’S GOVERNING DOCUMENT, and to avoid situations where there may be a potential conflict of interest.

Conflicts of interest may arise where an individual’s personal or family interests and /or loyalties conflict of those of [THE CHARITY].  Such conflicts may create problems by inhibiting free discussions, resulting in decisions that are not in the best interests of [THE CHARITY], risk the impression that [THE CHARITY] has acted improperly and benefit the trustee personally.
The aim of this policy is to protect both [THE CHARITY] and the trustees from any appearance of impropriety.

Declaration of Interests

Trustees are asked to declare their interests and any gifts or hospitality received in connection with their role as a trustee of [THE CHARITY].
To be effective, the declaration of interests needs to be updated at least annually and also when any changes occur.

If you are not sure what to declare, or whether/when your declaration needs to be updated, please err on the side of caution.  If you would like to discuss this issue please contact the NFWI General Secretary/Federation Secretary/WI Adviser for confidential guidance.

A separate form  shall  be used to record all gifts of a value over £xxx received by the trustees and the forms will be kept by the NFWI Board Secretary/Federation Secretary/WI Secretary.
The register will be accessible by a request to the NFWI Board Secretary/Federation Secretary/WI Secretary.

The information will be processed in accordance with data protection principles as set out in the Data Protection Act 1998.  Data will be processed only to ensure that trustees act in the best interests of the [CHARITY].  The information provided will not be used for any other purpose.
What to do if you face a Conflict of Interest
· You should declare your interest at the earliest opportunity and withdraw from a discussion by the other trustees whilst they determine whether there is a conflict of interest.  If the trustees agree that there is a conflict of interest, you should not take part in subsequent discussions and vote, unless invited to remain to help inform the debate.
· If you fail to declare an interest that is known to the NFWI General Secretary/Federation Secretary/WI Secretary, the Chair/President will declare that interest.
· All decisions under a conflict of interest will be recorded by the NFWI Board Secretary/Federation Secretary/WI Secretary and reported in the minutes of the meeting.
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(*delete as applicable)

I _____________________________________________​​___​ as trustee* of
_____________________________________________________ 

the NFWI/ Federation of WIs/WI
Position:____________________________________________________
have set out below my interests in accordance with the organisation’s conflicts of interest policy.

	Category
	Please give details of the interest and whether it applies to yourself or, where appropriate, a member of your immediate family, connected persons or some close personal connection.  

	Current employment and any previous employment in which you continue to have a financial interest.


	

	Appointments (voluntary or otherwise), e.g. trusteeships, directorships, local authority membership, tribunals etc.


	

	Membership of any professional bodies, special interest groups or mutual support organisations.


	

	**Investments in unlisted companies, partnerships and other forms of business, major shareholdings  and beneficial interests. 


	

	Any other interests that are not covered by the above which could give rise to a conflict of interest.


	


**20% for NFWI and federation trustees, and 50% for WI trustees

To the best of my knowledge, the above information is complete and correct. I undertake to update as necessary the information provided, and to review the accuracy of the information on an annual basis. I give my consent for it to be used for the purposes described in the conflicts of interest policy and for no other purpose. 
Signed: 

__________________________________________ 
Position:
__________________________________________

Date  

____________
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APPENDIX C

TRUSTEE DECLARATION OF RECEIPT OF GIFTS
In circumstances where an NFWI board member attends an engagement relating to WI business and receives a gift, these should be declared and donated to the NFWI; trustees may not retain any substantial gifts.  However, flowers or small edible gifts may be retained.

If, as a result of their NFWI trusteeship, they receive any unsolicited gifts from companies or organisations these must be declared and any substantial gifts be donated to the NFWI.

Substantial gifts would be in excess of £50 value.

Trustee Name _________________________________________
	Name of Company/Organisation providing gift


	Date of receipt of gift
	Description and reason for gift
	Approx.
value of gift


	Date Donated to NFWI

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


NB All substantial gifts, with a value in excess of £50, must be declared above.

