CHARITY GOVERNANCE CODE REVIEW

Prepared by: Paul Hunt Date: 2" June 2020 Agenda no: 05
Purpose of the paper

Discussion

Background and context

The Charity Governance Code for smaller charities was authored by a voluntary steering
group, which included ACEVO, the Association of Chairs and NCVO. It wa published in 2017.
A copy of the Charity Governance Code is available here on the trustee page of the HM
website.

The board last reviewed its priorities in support of HM compliance with the Charity
Governance Code, 17t July 2019.

Where are we now?

The board has included annual review of compliance with the Charity Governance Code in
its Forward Plan for 2020/21 and subsequent years.

A significant number of actions for 2019/20 were completed.

A summary of the Charity Governance Code was provided to the board in July 2019. The
same summary is appended to this paper: Appendix 1.

What are the key issues?

The proposed priority actions for 2020/21, is appended to this paper: Appendix 2. This
includes incomplete actions from 2019/20, annual items, and items added following chair’s
review of the governance workshop in 2018. The output of the governance development
day was included in board papers of 4t June 2019.

The review of HM’s compliance with the Charity Governance Code would better take place
prior to agreement of the Forward Plan.

What is asked of trustees?

Consideration of priority and relevance of proposed priorities for 2020/21.
Finance

There are no financial implications as a consequence of this paper.
Recommendation

The board is approve HM’s Charity Governance Code priorities for 2020/21.
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Appendix1 Charity Governance Code for smaller charities — a summary version

The Charity Governance Code for smaller charities may be downloaded in full
from https://www.charitygovernancecode.org/en/pdf. This document is an edited
version of the Code, for Healthy Minds’ trustees internal use only as a background
document, in considering Healthy Minds’ priorities in applying the Code.

About the Code

Good governance in charities is fundamental to their success.

A charity is best placed to achieve its ambitions and aims if it has effective
governance and the right leadership structures. Skilled and capable trustees will
help a charity attract resources and put them to best use. Good governance
enables and supports a charity’s compliance with relevant legislation and
regulation. It also promotes attitudes and a culture where everything works
towards fulfilling the charity’s vision.

It is the aim of the Code to help charities and their trustees develop these high
standards of governance. As a sector, we owe it to our beneficiaries,
stakeholders and supporters to demonstrate exemplary leadership and
governance. The Code is a practical tool to help trustees achieve this.

The Code is not a legal or regulatory requirement. It draws upon, but is
fundamentally different to, the Charity Commission’s guidance. Instead, the Code
sets the principles and recommended practice for good governance and is
deliberately aspirational: some elements of the Code will be a stretch for many
charities to achieve. This is intentional: the Code is intended to be a tool for
continuous improvement towards the highest standards.

This Code has been developed by a steering group, with the help of over 200
charities, individuals and related organisations.

Using the Code
Who is the Code for?

This Code is intended for use by charities registered in England and Wales.
Much of it will also apply to other not-for-profit organisations that deliver a public
or community benefit and those with a social purpose. Organisations or
subsectors may find it helpful to adapt the Code to reflect their context.

The Code’s principles, rationale and outcomes are universal and apply equally
to all charities, whatever their size or activities.
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How it works

This Code is designed as a tool to support continuous improvement. Charity
boards that are using this Code effectively will regularly revisit and reflect on the
Code’s principles.

Compliance with the law is an integral part of good governance. This Code does
not attempt to set out all the legal requirements that apply to charities and charity
trustees, but it is based on a foundation of trustees’ basic legal and regulatory
responsibilities. The seven Code principles build on the assumption that charities
are already meeting this foundation.
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Apply or explain

The Code’s developers anticipate that how a charity uses the Code is
something which will develop and mature, particularly where the charity is
growing and changing. Given this, some of the recommended practice may
not be appropriate for a particular charity to follow initially, but it may become
so in the future.

It's important that trustees discuss the Code’s principles and recommended
practice and make well-considered decisions about how these should be applied
in their charity.

All trustees are encouraged to meet the principles and outcomes of the Code by
either applying the recommended practice or explaining what they have done
instead or why they have not applied it.

Charities that adopt the Code are encouraged to publish a brief statement in their
annual report explaining their use of the Code, taking the form of a short narrative
rather than a lengthy ‘audit’ of policies and procedures.

The principles

There are seven principles which make up this Code. These seven principles build
on the assumption that a charity is meeting its legal and regulatory responsibilities
as a foundation.

?

1: ORGANISATIONAL PURPOSE

2 3: 4: 5 6: s

LEADERSHIP INTEGRITY DECISION-MAKING, § BOARD DIVERSITY OPENNESS AND

RISK AND CONTROL § EFFECTIVENESS ACCOUNTABILITY

FOUNDATION:
THE TRUSTEE ROLE AND CHARITY CONTEXT
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1. Organisational purpose

The board is clear about the charity’s aims and ensures that these are being
delivered effectively and sustainably.

2. Leadership

Every charity is led by an effective board that provides strategic leadership in line
with the charity’s aims and values.

3. Integrity

The board acts with integrity, adopting values and creating a culture which help
achieve the organisation’s charitable purposes. The board is aware of the
importance of the public’s confidence and trust in charities, and trustees undertake
their duties accordingly.

4. Decision-making, risk and control

The board makes sure that its decision-making processes are informed, rigorous
and timely and that effective delegation, control and risk assessment and
management systems are set up and monitored.

5. Board effectiveness

The board works as an effective team, using the appropriate balance of skills,
experience, backgrounds and knowledge to make informed decisions

6. Diversity

The board’s approach to diversity supports its effectiveness, leadership and
decision-making.

7. Openness and accountability

The board leads the organisation in being transparent and accountable. The
charity is open in its work, unless there is good reason for it not to be.

Foundation: the trustee role and
charity context

It is the Code’s starting point that all trustees:

e are committed to their charity’s cause and have joined its board because
they want to help the charity deliver its purposes most effectively for public
benefit

e recognise that meeting their charity’s stated public benefit is an ongoing
requirement
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e understand their roles and legal responsibilities, and, in particular, have read
and understand:

o the Charity Commission’s guidance The Essential Trustee (CC3)

o their charity’s governing document

e are committed to good governance and want to contribute to their charity’s
continued improvement.

Useful links

This page contains some useful links to the resources available from code
steering group partners.

The Charity Commission’s website has essential information for trustees and
those that support effective governance. The foundation section of the code refers
to CC3 The Essential Trustee.

ACEVO is the community of civil society leaders. Its website contains advice
and support on governance, in particular developing effective CEO and board
relationships.

The Association of Chairs supports Chairs and Vice Chairs in England and
Wales. You can find resources and events on their website
www.associationofchairs.org.uk

ICSA: The Governance Institute has general and detailed information for the
charity and voluntary sectors, including guidance on trustee roles and duties
and conflicts of interest, as well as books and courses. Go to the ‘knowledge
tab’ and look for the link to ‘charity resources’.

NCVO has a suite of tools and resources designed to support effective
governance.

e The NCVO Knowhow Nonprofit site provides knowledge and e-learning for
charities, social enterprises and community groups. The ‘Board Basics’
section contains a suite of tools, model documents and guidance for
effective boards.

e The ‘Studyzone’ section hosts online trustee training and other courses
which can help your board implement this code. These resources are free
to NCVO members.

e Other information on NCVQ’s governance support, training, publications and
topical blogs can be found through NCVQO’s website.

The Small Charities Coalition supports organisations with an income of under
£1m a year. Its website includes information on events, advice and guidance for
the trustees of smaller charities.
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Appendix 2  Priority actions for 2020/21
Principle Action Owner Output Date
1. Organisational a. Draft Business Plan to be presented to the Devt| Chief Officer Draft Business Plan May 20
purpose Sub — ANNUAL
b. Final Business Plan to be signed off by the Chair, Devt Sub | Final Business Plan Jun 20
board — ANNUAL
c. Plan for Policies Review to be presented to Operational Paper: discussion Jul/Sep
board — ANNUAL Manager 20
d. Financial sustainability risk assessment to be Chair, Finance | Agenda item Sep 20
standing item on Finance Sub-Committee — Sub-Committee
carried over from 2019/20
2. Leadership a. CEO formal mid-year review / appraisal - — Chair, board Paper: information Jul 20
ANNUAL
b. Development and implementation of staff Chief Officer Paper and policy: TBC
supervision and appraisal policy — ADDED decision
2020/21
3. Integrity a. Outcome of Quality for Health Standards Operational Paper: information and | TBC
submission — AMENDED FROM 2019/20 Manager discussion
b. Development and implementation of complaints | TBA Paper and policy: TBC
policy — ADDED 2020/21 decision
c. Trustee interests to be included in annual report
— ADDED 2020/21
4. Decision making, | a. Annual review of risk register — ANNUAL Paper: discussion Jun 20
risk and control
b. The approach to risks to be included in the Chair and Chief | Statement in annual TBC
Annual Report — ANNUAL Officer report
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Principle Action Owner Output Date
c. Review of Internal Financial Controls — ADDED | Chair, Finance | Paper: discussion Sep 20
2020/21 Sub-Committee
d. Review of Examiner/Auditor presented to board | Chair of Paper: decision Nov 20
— ANNUAL Finance Sub-
Committee
5. Board a. Proposal of 2020/21 Charity Code Governance | Chair, board Paper: decision Jun 20
effectiveness priorities — ANNUAL
b. Board Forward Plan 2020/21 — AMENDED Chair, board Paper: decision Jun 20
following pandemic
c. Establish accessible repository for key board Chair, board Paper repository Sep 20
documents — CARRIED OVER from 2019/20
d. Review of trustee induction pack — ADDED Trustee Paper: discussion Sep 20
2020/21
e. Board skills audit during 2020/21 or 2021/22 - TBC
ADDED 2020/21
6. Diversity a. Development and implement of Diversity Trustee Paper: decision TBC
Strategy and Policy — AMENDED FROM
2019/20
b. Enhance diversity of trustee board — ADDED Chair, board Paper: information TBC
2020/21
7. Openness and a. Review of membership model, risks, benefits Trustee Paper: decision TBC
accountability and opportunities — AMENDED FROM 2019/20
b. Development and Implementation of Trustee TBA 2021/22
Communications Strategy and Policy —
AMENDED FROM 2019/20
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