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THE UNITED REFORMED CHURCH

MERSEY SYNOD

CHARITY TRUSTEESHIP

An introduction for Ministers and Elders

There is sometimes a misunderstanding about whether or not the members of the Elders Meeting (i.e. the Minister together with the Serving Elders) are charity trustees in the legal sense with concomitant responsibilities. The simple answer is that generally speaking YOU ARE. This booklet has been produced to help Ministers and Elders of local United Reformed Church churches to have a better understanding of their responsibilities as charity trustees
.   The duties of charity trusteeship apply to all the trustees of local church charities even if they are not registered as a charity with Charity Commissioners.   Local church charities comprise the assets and funds
 held by or to the order of a local church for its purpose which is to advance the Christian faith in accordance with the principles of the United Reformed Church.   [The local church itself (i.e. the body of people assembling for worship and to advance religion) is not a charity.]

There are some local church charities whose charity trustees are not the elders but members of a body constituted by its church meeting for the purpose of administering and managing the assets and funds of the local church.   The duties of charity trusteeship apply to them and the principles explained in this booklet (which assumes that the members of the Elders Meeting are the charity trustees) still apply.

There is a Charity Commission guide on trusteeship;  it is their booklet number CC3a – ‘The Essential Trustee’.   If you have access to a computer and the internet, you can download this from or read it at –http://www.charity-commission.gov.uk/publications/cc3a.asp
If you do not have this access, you can apply for a copy to Charity Commission Direct at PO Box 1227 Liverpool L69 3UG or telephone 0845 300 0218.

The Commission also has a booklet discussing issues for faith-based charities which can be found at –

http://www.charity-commission.gov.uk/Library/tcc/pdfs/faithgov.pdf
There is also United Reformed Church guidance which can be found at –

http://www.urc.org.uk/what_we_do/churches/docs/elders-as-trustees-11-2009
If your local church elders are still worried having read this leaflet and the above noted publications they should feel free to contact our Synod Trust Officer, Neil Mackenzie, at the Synod Office or at his home and he will be happy to come to talk to your Elders or Church Meetings.  

What am I a charity trustee of?

The Charity Commission is concerned with the assets and funds that a local church holds for the advancement of its charitable objectives (in other words, its religious work) and how they are accounted for.   It is convenient to describe such assets and funds of a local church as church charities.   The Commission will not normally be concerned with the local church itself (that is, the body of people assembling for worship and how they regulate themselves).

What change has there been?

Church charities have been recognised legally as charities for many years.   Since the formation of the United Reformed Church the ministers and elders, having the day to day general control of the administration and management of their church charity, have been the charity trustees.   However up until recently church charities have been excepted from registration with the Commission.  The Charities Act 2006 has changed all that and put in place a system whereby church charities producing a yearly income of more than £5,000 will be registered.   The Commission cannot register them all at once so for now only church charities with a yearly income exceeding £100,000 have to be registered but this income level will be reduced over the next few years until the limit reaches £5,000.

So there has been no change to the legal status of church charities except that they will now be more publicly accountable because after registration the Commission Register is open to public view and accounts have to be provided when required.

The aim of this booklet is to explain briefly and as clearly as we can what you, as a charity trustee, need to do.

Functions of the Elders Meeting

The Structure of the United Reformed Church set out in the Basis of Union (which together make up the Scheme of Union) constitutes Elders Meetings for local churches and lists their functions.   Over the years various Church Meeting resolutions and decisions of the elders themselves will have varied and affected the way the elders carry out their duties and functions;  this is proper provided there is nothing in the ‘additions’ which conflicts with the  Scheme of Union.   So, the ‘constitution’ of a local church consists of the Scheme as relevant to the local church and as varied and affected by church and elders meetings resolutions.

In many cases it will not be easy to collect the source of all these additional resolutions together and if this is the case, you may wish to wait until Tavistock Place publishes its suggested ‘local church constitution’ and have your church meeting adopt that.

As said before, in their capacity as charity trustees, nothing has changed for elders.   They have been the charity trustees of their local church charity with legal responsibilities since the United Reformed Church was formed.   What has changed is the requirement to register church charities as their income reaches certain thresholds and hence their accountability to the Commission and to the public.  This booklet is designed to help elders see their role as charity trustees in a positive light; to show that elders are already carrying out their functions and duties in accordance with charity law and have been all along and to set out what else you may need to know.

If we act carefully and responsibly and act within the scope of the object of the local church charity, which is to advance religion, we need have no concerns.

The duties of charity trustees

The members of the Elders Meeting (the Minister and the Elders) are responsible and accountable for the administration and management of the assets and funds of their local church.   As part of their responsibilities each of them must do their part to ensure that their local church charity is well run and that the assets and funds are spent and used wisely to further the charitable purposes of their church (advancing religion) in each of the following areas.

Compliance

· They must ensure that in dealing with the local church charity, they comply with charity law and also with the rules and practice of the United Reformed Church, because the object of the local church charity is to advance the Christian faith in accordance with the principles of the United Reformed Church.

· They are required to prepare annual accounts and report on their work.   When registered, the charity trustees will need to submit copies of the report and accounts and annual returns to the Commission.   Even if not yet registered, the charity trustees are bound to supply copies of their accounts on request by members of the public in accordance with the accountancy provisions of the Charities Acts.

· All registered charities need to state that they are a registered charity on their letter heads and on their financial documents including bank cheque books.   Whilst it is not a requirement to state your registered charity number, it is recommended that you do so.

Prudence

· They must ensure that the local church charity remains financially viable, able to carry on its charitable work.   Each charity trustee must keep themselves informed of the financial position and the present and proposed activities.

· They must ensure that the assets and funds are used wisely and only to further the religious work of the local church.

· They must avoid undertaking activities that might place the local church charity’s assets and funds or reputation at undue risk.   They must take care when entering the political arena;  there is Commission guidance about donations to political parties to be found at - http://www.charity-commission.gov.uk/Library/supportingcharities/pdfs/gucharpol.pdf;  and speaking out or campaigning at –

http://www.charity-commission.gov.uk/publications/cc9.asp
Duty of care

· They must exercise reasonable care and skill as trustees in making their decisions.   Where an elder has personal knowledge, experience or skills he or she is expected to apply that extra talent.   A rule of thumb is that trustees must exercise the care that a prudent businessperson would exercise in carrying on his or her own business.

· They must take special care when investing funds or borrowing money, seeking professional advice where appropriate.   Commission guidance concerning investment of funds can be found at –

http://www.charity-commission.gov.uk/publications/cc14.asp
The booklet is CC14 – Investment of Charitable Funds: Basic Principles which can be ordered through Charity Commission Direct.   

· They must take and have regard to (consider carefully) appropriate and suitable professional advice on matters where there is substantial risk to their charity or where they are in doubt whether they are able, in accordance with their trusts, to take a course of action they propose.

· They must individually devote the necessary time so that they know what their local church is doing at any given time and together must conduct their business honestly, in good faith, independently and diligently; e.g., they must meet regularly and sufficiently frequently to make the decisions needed, being properly informed.

· They must adequately insure charity property
, against the usual risks and against public liability and, where relevant, against employers’ liability.

· They must not benefit at the cost of their charity.

Good governance

The Commission refers to the ‘Hallmarks’ of a well-run charity.   In a charity which is being conducted properly one expects to see –

· clarity about its purposes, mission and values with a clear intention of achieving them in all aspects of the activities.

· adoption of any necessary structures, policies and procedures to enable it to achieve its mission, aims and object.

· an acceptance of sound governance as an important part of its stewardship and appropriate procedures in place to review governance.

· management and use of resources (including finance, skills, knowledge, experience and assets) in order to achieve its potential;  also effective planning and budgeting with periodic review.

· an acceptance of accountability and transparency as key values;  and recognition that it is accountable to wider constituents.

· effective communication, explaining its activities and decisions in an open and transparent way whilst maintaining confidentiality where appropriate.

· flexibility – enough to adapt to change appropriately.   Avoidance of complacency.   The effective Elders Meeting as charity trustees will want to increase the local church’s ability and effectiveness to meet its core object of advancing the Christian faith.

· the charity trustees acting with integrity, and in accordance with the local church’s values.

Potential liability of charity trustees.

The charity trustees are entitled to meet the local church charity’s debts and liabilities out of the charity’s resources provided that the charity trustees have incurred them properly in conducting the charity’s business.   The possibility of personal liability falling on charity trustees would only arise in the event of a failure to carry out their above duties to the charity.   If a charity trustee acts honestly and exercises care, this should never happen.   There have been no occasions that we know of in the United Reformed Church where an elder has had to pay church debts out of his or her own pocket if they have acted with care and in good faith (honestly).
There are three possibilities where trouble might arise – 

· The first is where the charity trustees (elders) or some of them enter a contract with a third party without having the local church charity funds to pay the contractor

· The second is where there is no or insufficient insurance and an accident occurs causing damage which has to be paid for

· The third is where a charity trustee acts contrary to the trust which must be repaid;  e.g. without authority benefits at the cost of the charity 

However, in all three of these examples it can be seen that there has been a failure to comply with the basic rules set out above.

Trustee Indemnity Insurance

If charity trustees are still worried about personal liability, despite what is explained above, they may ask the church meeting for permission to take out a trustee indemnity insurance policy which covers them against any honest mistakes they make so that they will not have to repay the charity.   But please note that the insurer will not indemnify against third party claims 
;  e.g., if the charity trustees mistakenly and wrongfully enter into a contract with a third party and pay him out of the funds of the charity, they will not have to repay the charity out of their own pockets if they can claim under the trustee indemnity insurance policy;  however, if there are no charity funds to pay the contractor, the insurer will not pay;   trustee indemnity insurance only settles claims by a charity against its charity trustees.
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� The Charities Acts states that the people who are have the day to day general control of the administration and management of a charity are the charity trustees and as such they are the people responsible for how the charity is conducted


� ‘Property’ includes all assets, investments, funds and cash;  it is not confined to land and buildings.   However, we use the expression ‘assets and funds’ to help direct attention to what belongs to and is held for the local church and to distinguish these from the church and church hall premises and manses which are held for local churches, but by different trustees and upon the statutory trusts set out in the United Reformed Church Act 1972 (as amended by the Acts of 1981 and 2000).   However, there are some local churches which hold land and buildings as part of their general property (i.e. assets and funds).


� If the charity owns land and buildings as part of its general property, the trustees must insure it or ensure that it is insured by the tenant.   Local churches must insure their church and church hall premises and manses even though these have separate trustees and are held on the statutory trusts set out in the United Reformed Church Act 1972 (as amended).





� Where reasonable to do so and if they can find a willing insurer, charity trustees can insure the charity out of the charity's funds against liabilities to third parties arising from acts properly undertaken in the 0administration of the charity. 
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