
GOOD GOVERNANCE
Guidance to help ensure your centre is: run legally, in-

volves the community, meets Charity Commission 
standards, meets your community’s needs, is manage-

able.
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HOW YOU ARE RESPONSIBLE

What is governance?
"Governance" is the term used for the matters which Committee members must deal with 
personally. Governance is about ensuring the organisations has:

leadership and direction,
a shared vision of its purpose and how to achieve it
established priorities; a sense of urgency about its work
safeguards for its assets
the capacity to use its assets effectively
the ability to supervise the senior employee if there is one
management arrangements which operate within agreed policies, the law and its 
budget.

How is governance different from management and why does this matter?
Management is not the same as governance. Management is about day to day opera-
tional matters, including:

organising and supervising staff and volunteers
fund raising, financial management, routine administration
organising the operation and delivering services.

Keep them separate: The distinction can be important because management is often del-
egated to paid staff – and if Committee members interfere with or override the work of 
their employees they can easily undermine and demoralise them. This is one of the 
main causes of failure in community organisations.
In all-volunteer organisations with no staff:

governance is a duty which all trustees (Committee members) must be involved in.
Management is something which Committee members may opt out of (even if this 
in unpopular with their colleagues). Also people who are not Committee members 
may volunteer to help with management and administration work.

Why is governance important?
Good governance in your organisation is essential. Without it you will be less efficient, you 
will lose credibility with the community and with your supporters and funders, and you 
might on very rare occasions run into legal problems.
When are you responsible?
All your organisation’s Committee members (or trustees, or board members, or directors – 
it doesn’t matter what you call them) ultimately share responsibility for everything which 
your organisation does. The excuses "I didn’t know", "It wasn’t my idea", "we left every-
thing to the Chair or the paid Co-ordinator" just won't wash.
So how do you stay out of trouble?

The best way to be sure you're not getting things wrong is to always make sure 
you know what’s going on, and always act responsibly.
The rules you need to follow are explained in the following links. They aren’t com-
plicated, and the responsibility of committee membership doesn't have to be oner-
ous.
Employment law is complicated and demanding. Professional advice may be 
advisable before making and breaking contractual arrangements.
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Further information
is available from Powys Association of Voluntary Organisations (www.pavo.org.uk) and 
Wales Council for Voluntary Action (www.wcva.org.uk) including the WCVA’s online guide 
for committee members in charities and community groups Faith and Hope Don’t Run 
Charities – Trustees Do.
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BASIC COMMITTEE RESPONSIBILITIES

A CHECKLIST OF BASIC COMMITTEE RESPONSIBILITIES
This is a simple checklist of the main issues which trustees (that is "management commit-
tee members", "board members", and "volunteer directors") in voluntary sector organisa-
tions are usually responsible for. You can use it to see whether all the necessary arrange-
ments and policies are in place in your organisation, and whether people are aware of 
them.

Overall ("strategic") planning
set clear purpose and direction – the organisation's "vision"
establish priorities
use of resources
provide framework for evaluating, including targets and timetables
provide framework for detailed operational plans or work plans, including targets 
and timetables

Policy
operating policies (which should be in writing and accessible to Committee mem-
bers and paid staff – see "written policies", and example policies
getting funding
ensuring good management

Finance
budgeting
ensuring monitoring and control
preparing and filing end of year accounts

The Committee and membership
appointments, induction, training, meeting arrangements
the organisation membership arrangements, membership records

Staffing
setting salaries, contracts and conditions
recruitment policies and appointing senior staff
grievance and disciplinary procedures
health and safety
equal opportunities policy for staff, volunteers, beneficiaries
ensuring there is provision for training, development and welfare, including staff su-
pervision and appraisals

Premises
leasing adaptation, use, maintenance, furnishing, equipping

Insurance
employer liability
public liability
contents
"office all-risks"
personal indemnity
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Public relations
promoting the aims and activities of the organisation
protecting the good name of the organisation, including safeguarding against per-
ceptions of conflicts of interest

Accountability
answer to and provide information for, eg

Charity Commission, Companies House, Customs and Revenue
funders and donors, beneficiaries
staff and volunteers, parent body where one exists, general public

Monitoring and evaluation
monitoring achievements and progress against targets
assessing the impact, quality, and cost-effectiveness of services
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HOW TO BECOME GOOD DECISION-MAKERS

How to make bad decisions:
Community groups often think they have made a decision on a subject simply because 
they have stopped talking about it. The result is invariably delay or a failure to take the ac-
tion they expected, and at worst a futile argument at a future meeting.

What makes good decisions?
To make sound decisions you need

A clear proposal which everyone understands
sufficient information, eg

what is the purpose and what outcomes do you want to achieve
what else will be affected
what are the views of those affected
what are the practicalities of implementing it

sufficient time to study and discuss information
good leadership and a systematic approach

preferably with written reports and proposals
care to avoid knee jerk reactions, especially rushed decisions by tired people 
at the end of meetings

effective implementation - ie a minuted agreement on
who will implement it in practice
when will it be implemented
who needs to be told
how you will check it has been implemented
whether and how it will be reviewed

confirmation of what you’ve agreed: if in doubt ask the minute taker to confirm 
your decision is clear.

Committee members’ duties:
You will help good decision making as a committee member if you:

attend meetings regularly
prepare for meetings by reading papers
check with Chair or others if you’ve missed anything
help the Chair to eliminate pointless quibbling over the minutes of the last meeting
accept majority decisions – you are collectively responsible for the organisation’s 
decisions; even if you disagree with a decision you must accept it
never go back over issues which have already been agreed without good reason 
(some organisations impose a minimum time limit for returning to issues if members 
repeatedly try to overturn properly made decisions).

Papers for meetings should be circulated in advance:
They should include:

an agenda which identifies the business to be dealt with, and is achievable (ie not 
overloaded with items)
minutes of the last meeting
any proposals for major new projects or policies presented in writing with reasons, 
specific recommendations, and where necessary alternative options
the finance report
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To hold good meetings you need:
a regular time and place
clear indications on reports on which items are "for decision", "for discussion", or 
"for information"
a bar against introducing late agenda items which require decisions unless this is 
unavoidable
common sense with handling "any other business" or "any other urgent business" 
items (you may give the Chair the discretion to decide whether to allow them)
clear, brief minutes which simply

record who was present and who apologised for their absence
record decisions, and summarise the reasons for them
list action to be taken and identify who is responsible
very briefly summarise discussions

an agreed finishing time (two hours is the limit of most people’s capacity)
a bar on making snap decisions on complex or urgent issues – find another way to 
reach the decision if information is not available at the time by referring to a sub-
committee or the Chair
to encourage team building – eg by getting to know one another outside the meet-
ings.
to work actively to resolving conflicts.

A good chair
Aim for effective chairing which:

stimulates discussion
suggests objectives for discussions
involves everyone
tries to reach decisions by consensus
paces meetings to get through the business
limits overlong discussions (especially debates about matters arising from the min-
utes of the previous meeting)
provides leadership (setting standards of behaviour)
keeps order and imposes authority if necessary
avoids becoming authoritarian.
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LOOKING AFTER YOUR MONEY - THE BASICS

The following suggestions apply to all active community organisations. They are intended 
to ensure that your money is secure and that the group responsible for your governance 
always has the financial information it needs for making sound decisions
What financial arrangements do you need? - the very basics:
The following items aren’t optional:

a bank account with two, three or four authorised signatories
accounts books or a computer programme for recording all financial transactions, 
income and expenditure and monthly totals
someone to keep the cash book up to date and to prepare financial reports
a realistic budget which shows you have sufficient income to cover expected spend-
ing
simple rules for handling cash – including the requirements that

there are always two people present when incoming cash is being counted
cash receipts are always banked and never used for petty cash to ensure it 
is properly recorded (petty cash is withdrawn from the bank separately)

an obligatory agenda item for the "Financial Report" at the monthly committee or 
board meeting (if meetings are less frequent a finance subcommittee must monitor 
the accounts monthly)
a written financial report available to all members in advance and the opportunity for 
members to ask questions.
if a finance committee carries out a detailed scrutiny it should still provide a summa-
ry report to all members at the next main committee meeting.

Are you asking the right questions:
Information is no use if you don’t know what you want to use it for. Here are the main is-
sues Committee members should be looking at when they discuss the monthly financial 
report:

What is your organisation’s current position?
how much money have you got which is immediately available for you to 
use?
how solvent are you? ie if you stopped operating today would the organisa-
tion be able to pay all its debts
is your organisation getting richer or poorer?
what do you owe that you must pay soon (eg your suppliers, your landlord, 
your staff)?
do you need to reserve any of the money you have for any special purpos-
es?

Are you in control?
what money is owed to you? does your finance officer know who owes the 
money, and how long it has been owing?
how are you going to ensure you receive what you are owed?
will you be able to continue operating in the coming weeks and months?
what efforts are you making to attract or sustain new and existing sources of 
income?
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How well are you managing your finances?
are you viable? ie are you paying out more or less than you are spending 
each month?
are you keeping within your agreed budget?
are you spending money wisely?

Are you acting responsibly and legally?
are your accounts checked independently
are annual returns to the Charity Commission and Companies House re-
quired? are they made on time
do you disclose your annual accounts to outsiders
do you have a Reserves Policy to explain what you intend to use surplus 
funds for (a requirements for charities).

What if you don’t understand finance.
Your organisation is responsible for:

Providing committee members with the information and training they need to know 
what to look for
Presenting financial information in a form which committee members can under-
stand.
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FINANCIAL REPORTS YOU CAN UNDERSTAND

Does your committee get the financial information it really needs?
Committee members should receive up-to-date financial information every month. But fi-
nancial information is only useful if:

it contains details you and fellow members need to know
you can read it reasonably quickly
you can interpret it (or at least learn to understand what it means if someone ex-
plains it)
you can ask questions about it and receive intelligible answers from the Treasurer 
or a member of staff.

Give the job of scrutiny to a finance subcommittee
The best way to prevent committee members being overburdened with financial informa-
tion they cannot understand is to give the main job of financial scrutiny to a small sub-
committee which includes the Treasurer, the person who prepares the financial information 
each month, and probably the Chair. The Finance subcommittee should provide a summa-
ry report to other members.

A model for understandable financial reports:
The following recommended model for a basic monthly financial report is designed to meet 
the needs of a wide range of small and medium-sized organisations where committee 
members have had no special financial training.

Since the aim is to be understandable it does not attempt to follow formal account-
ing practices.
Accountancy jargon is kept to a minimum, and issues which might cloud the picture 
such as "fixed assets" and "depreciation" are ignored.
This approach can be amended easily to include additional information as organisa-
tions grow.

The three-part report
Each part of this financial report can usually fit on one side of A4 paper or less. It compris-
es:

a "simplified balance sheet" at the end of each month showing the "current as-
sets" – ie the financial worth of the organisation. See the Example format for a sim-
plified balance sheet
an income and expenditure account showing money received and money paid 
out in the past month

For larger organisations this can be a summary of transactions in each 
spending "department" or cost centre or for each major grant
the approach can also be developed into a more detailed budget report 
comparing transactions for the past month and the year to date with budget 
forecasts for the same periods.

a written report which:
features the main conclusions which can be drawn from the financial details
highlights anything important or unusual
summarises the organisation’s resulting financial position.
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The simplified balance sheet:
The balance sheet is easy to prepare (provided you keep good financial records) 
and is the most important and informative part of the financial report. In its simplest 
form most trustees can quickly learn to understand it, including most of those who 
normally recoil at columns of figures.
The balance sheet is a snapshot. It shows how much money you would have 
(your "net current assets") on the last day of the month if you could pile up the cash 
from all your bank accounts and cash boxes, if people who owed you money paid 
up immediately, and if you then paid off all your debts. See the Example format for a 
simplified balance sheet
Interpreting the barometer of your financial health: Now you compare the bot-
tom line "net current assets" figure with those in previous months, and...

if the your net current assets figure is rising month by month the organisation 
is probably healthy
if the monthly trend is downward you should find out why and possibly take 
steps to stop losing money
if the month-end figure is minus this could signify serious trouble which de-
mands immediate action.
There is no way that your bank balance alone or a list of income ex-
penditure can tell you as much as this, or do so as vividly.

Information you can don’t need in reports circulated to members:
full cash book records of every payment in and out are only informative in very 
small organisations, though you may need to refer to the cash book later to answer 
questions
the full budget – it is quite common for trustees to receive the full budget report 
every month showing all 12 months of the year. But members can easily be con-
fused by so many columns of figures. Hold on to the full report for reference and 
circulate just the information for current month and the year so far.
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IDEAS FOR GROWING AN EFFECTIVE TEAM

Here are some tools for helping your Committee members to understand what their job is, 
and encourage them to do it effectively.
A Code of Conduct for Board and Committee Members:
A simple set of guidelines to let them know what is expected of them, covering their re-
sponsibility

to put the organisation’s interests first
to abide by decisions – even when they didn’t vote for them
to contribute to meetings, but not to hog the debates
to prepare for meetings by reading papers in advance
to attend meetings and training,
to treat colleagues with respect
to maintain confidentiality
to declare any conflicts of interest (and any circumstances which might be per-
ceived by other as conflicts of interest), and to be prepared not to take part in dis-
cussions about them etc.

An Induction Pack
handed to every Committee member as soon as they join, which contains

details of the organisation’s history and current work
the constitution
the Code of Conduct
key policies – on health and safety, equal opportunities, confidentiality etc
the Annual Accounts
the Business Plan
plans and reports
details of funding sources
recent Committee minutes
whatever else seems to fit.

A "Review Day"/"Planning Workshop"/"Vision Day"
hold a planning day (or half day) at least once a year to review progress and set 
goals.
be flexible with the programme – cover the issues that are important to you now
try to make attendance obligatory for committee members
invite staff too to share their ideas and get to know one another
consider using an outside facilitator to prevent discussions getting bogged down

Pairing arrangements
to help new Committee members learn the ropes from more experienced people
Job descriptions for Committee members and officers
Signed declarations
sometimes give extra weight to the rules, especially if some members break them – eg

acceptance of the Code of Conduct or the members’ job descriptions
commitment to the organisation’s objectives
confirmation of eligibility to act as a charity trustee or company director.

Adopting "Sector standards"
as recommended by voluntary sector training organisations and some national bodies with 
local branches or member groups.
Roles and responsibility training:

all members are required to attend
it is customised - ie delivered for your organisation exclusively
it discusses live issues and problems which you are currently dealing with.

Page �13



BEING A GOOD EMPLOYER

Employment law and personnel management are largely beyond the scope of this 
Toolkit. But there are some basic rules to follow if you employ anyone, even if it is a 
single part timer:
If you employ staff:

Adopt a recruitment policy which ensures fair practice.
Ensure all staff have employment contracts which show what their duties are.
Have written grievance and disciplinary procedures and make sure everyone knows 
about them
Don’t try to be an expert on employment law, but give one member of your team the 
responsibility of checking the regulations before you take any action.
Set up line management arrangements. The Chair commonly line manages the se-
nior employee.
Be emphatic that only the line manager or a person designated by them can issue 
direct instructions to an employee. Warn committee members who ignore this im-
portant rule that they risk losing their position.
Set up supervision arrangements so you can discuss your employees’ progress, 
performance, training needs etc.
Thank staff (and volunteers too) whenever you can. Credit their successes. They 
are among your most valuable assets.

If staff are failing:
Community organisation are notoriously bad at dealing with poorly performing staff. In-
stead of ignoring them you should:

act quickly – they may be doing damage to your organisation or to the work of other 
employees
be clear with them about your concerns; offer support, guidance or training; give 
them a chance to improve
keep a record of the steps you take, including any formal warnings
if none of this works you must seriously consider dismissal
but always take professional advice as early as possible.
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RUNNING A SOUND COMMUNITY BUSINESS

Face it – you are running a business!
It’s offensive to some committee members to think that working in a community organisa-
tion means they are running a business. But a multi-purpose Community Hub project is 
every bit as complex as many conventional small businesses.

Personnel management (whether paid staff or volunteers), administration, publicity, 
quality control, customer service, income generation, financial controls, book keep-
ing etc all need skills and constant attention. You should be geared up to handle 
them all effectively.
At the same time, earning money is rarely a primary motivation. And the personal 
decision making powers of the proprietor in a conventional small business have to 
be shared democratically with a committee of independent-minded volunteers. It’s 
always a daunting challenge.

Gearing up for business.
The success of your Community Hub necessarily means:

including people in your team who have experience of small business finance or 
management – making sure they understand your aims and listening to their advice
giving someone specific responsibility for running the "business" – a manager or a 
treasurer
keeping Committee members properly informed with regular financial reports, and 
insisting on careful monitoring
avoiding management arrangements which slow down decision making
being business-like and business-minded as a group.

Learning to be business-minded.
You don’t need to behave like Alan Sugar, but Committee members should encourage one 
another to:

keep your options open – if you need one good idea think of three, and choose the 
one which works best
focus on earning money
be (cautiously) ambitious and not too risk-averse - evaluating opportunities as they 
arise, and taking up the ones which are promising
watch your costs – there are a hundred ways to save money if you only think about 
it
be flexible, admit when you’re wrong, take prompt action as soon as financial prob-
lems appear
be ready to take tough and unpalatable decisions – there’s not much value in stick-
ing to principles and community ideals if this leads to financial disaster.
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