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Employing Trustees and Connected Persons – Navigating the
Minefield
The Charity Commission spends a lot of its scarce and valuable time investigating conflicts
of interest arising when gives a job to a trustee or a connected party
They recently found the RSPCA breached branch rules after allowing the daughter of a
trustee to pick up a salary and live rent-free at on their premises, while still being registered
as a trustee. (Mother and daughter were both trustees; nothing wrong in that of course)
The probe found the charity tried to manage conflicts of interest when the trustee applied for
the role, but they didn’t do a particularly good job of it, especially when it came down to
keeping accurate and proper records.
So… can a trustee become an employee of a charity? The answer is …. it depends
Often, it’s thought that trustees could become employees if they step down from their role
when appointed. Things are quite a bit more restrictive than that, there’s a process to follow
and sometimes the Charity Commission needs to get involved.
1.

Check out your constitution

All charities are different, and some governing documents grant the power to pay certain
Trustees. It’s not unusual, particularly where a church is concerned.
For most charities, however, it’s doubtful that you will have this authority in your constitution.
If you don’t, the Charity Commission is your next port of call, either to have the governing
document amended to enable a trustee to be paid or to give specific permission.
2.

The Charity Commission

Generally you will need Charity Commission approval to employ someone who is, or was,
one of your charity's trustees. This is compulsory where:
a)
b)

The trustee has taken up employment while they are still a Trustee
A job offer is made to a current Trustee, who then resigns to take it up

c)
The Trustee has resigned before the offer was made and took part in open
recruitment, but was otherwise involved in the decision to create or retain the post, or in
devising the recruitment process.

3.

How to avoid having to get Charity Commission consent

The interested trustee must resign before the entire process is underway, i.e. so none of the
above 3 conditions apply. David Burland Charity Consultant said, ‘I know of several
examples of where Trustees became CEOs, but I do wonder if the charities followed due
process.’ Another CEO recently took over from a Trustee who had been the acting CEO.
The person serving in the interim role applied, but didn’t get the job and expected to return to
the board as a Trustee. Not surprisingly, he found he wasn’t able to re-join the board.
4.

You must have a good Conflict of Interest Policy

If you don’t get the process right the Charity Commission will see it as being a serious
conflict of interest. A person who has been instrumental in creating a role should not be
eligible to apply for it. They may have been involved in setting the salary levels, or defining
the person specification – and if that just happens to meet their own experience and
qualifications, eyebrows will certainly be raised. Even fairly innocuous conversations
between Board members about what they’re looking for also gives an unfair advantage or
inside track. In fact, the concerns about these advantages are also extended to those who
are connected with a Trustee, such as being a spouse, close relative or even a business
partner.
5.

How it can work in Practice

It’s not uncommon for the founder of a small charity to start as chair of the board and chief
executive. As the organisation grows through its early, difficult years it gets to the point
where it can hire staff, the founder may often be the first to be employed - quite natural when
they are already carrying the majority of the workload. In such cases, there may be a very
clear argument that the founder is the best qualified person to lead the organisation forward.
But, if they are, they should have no further role in developing the position, and should
resign immediately from the board (or at least entirely absent themselves from discussions)
while the details are worked out and agreed. Permission should then be sought from the
Charity Commission to ensure the legitimacy of the employment going forward. If a good
case is made the Commission will be sympathetic.
6.

Justifying the decision

If a charity does hire a trustee, or a former trustee, the Board will need to fully justify its
decision to the Charity Commission, including by demonstrating that it was open and
transparent about the processes and decision-making which led to the employment, that it
has avoided favouritism or improper influence, and that the trustee concerned did not have
any kind of advantage because of their role as trustee.
7.

What about Employing the family member of a trustee?

Similar principles apply. A good conflict of interest policy properly followed will ensure that
solid transparent procedures were followed and there is a sound rationale if the decision is
challenged later on. The minutes must record the reasons and the manner in which any
votes were taken, and the fact that the conflicted trustee was duly absent at the appropriate
times.
8.

Why all the fuss?

Charities need to uphold public trust, and trustees must avoid conflicts of interest for this
public trust to be maintained.

In practice, it's worth thinking long and hard about employing a trustee, and such decisions
should only be made when they are unequivocally the best person for the job. Risks of
employing trustees include negative public perceptions, loss of trust, and - perhaps most
likely - the potential of a complaint by an unsuccessful – and potentially better qualified –
candidate. Having said all that there are many occasions when there are considerable
benefits to the charity for a trustee, or a connected party to be remunerated. (Don’t forget
that the trustee is not remunerated for being a trustee but for the non-trustee duties carried
out, ie, admin, pastoral etc.
If a board does go down the path of employing a trustee or a connected person, it is
imperative that they always prioritise the beneficiaries, uphold public trust and confidence,
and avoid conflicts of interest.
9.

Want to learn more?

https://www.gov.uk/government/publications/trustee-expenses-and-payments-cc11/trusteeexpenses-and-payments#employing-a-trustee-or-connected-person
https://www.gov.uk/guidance/payments-to-charity-trustees-what-the-rules-are
In this article I have drawn on excellent material from Felicia Willow, a charity consultant
specialising in organisational effectiveness and good governance at small-to-medium
charities. For more information, visit her website www.willowcharityconsulting.co.uk
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