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Legal & Industrial Relations 
Good Governance: Legal aspects

What is a Board of Directors for?
The Directors of a Company (often called “Trustees” if the company is charitable) are appointed by the company’s Members to run the company on their behalf.  This means that Company Directors have ultimate legal responsibility for the running of a Company (in some cases they can be sued if they are negligent).  
How does the Board do this?

Company Directors can discharge many of their duties “diligently” by responsible delegation.   This means that they appoint senior staff to be in charge of the day to day running of the Company (including most further staff appointments).  
Most Boards meet four times a year to take an overview of the Company’s progress.  They must be kept up to date on what has been happening, particularly financially, so that they can consider and, if appropriate, approve financial, artistic and other plans.

Some Boards appoint specialist committees to keep a closer eye on key areas such as finance.  These groups will meet more frequently, work closely with relevant staff and report back to the main Board meetings. 

Company Directors are also held responsible for compliance with Companies House rules: ensuring that annual returns are made and accounts submitted on time, that changes to Director’s circumstances or the Company office are notified promptly.  In practice these duties are usually delegated to a designated Company Secretary or to an Administrator.

Directors should ensure that they are involved in the drawing up of Company policy documents, since they can also be in the firing line for breaches of Health & Safety Law, for employment issues and other day to day matters.  

The law says that Company Directors must

· Act in accordance with the Company’s governing document and ensure that the Company works in line with this.
· Only exercise their powers for the purposes for which they were conferred – for the benefit of the Company not the individual.
· Exercise independent judgment: Company Directors are advised to take independent legal or financial advice, if in doubt.  This will protect them from fines, disqualification from being a director, personal liability for the company's debts or a criminal conviction.
· Exercise reasonable care and skill: when acting on the Company’s behalf a Director should show the skill expected of a person with their knowledge and experience and act as a reasonable person would do looking after their own business.
· Act in good faith: Avoid conflicts of interest including not accepting benefits from third parties and declaring any personal interest in the Company’s transactions or arrangements.
· Take ultimate responsibility for health and safety matters, (useful guidance for Company Directors is at www.hse.gov.uk/leadership/index.htm).
· Check that the correct amount of tax, VAT and National Insurance contributions are paid and on time.
For more practical guidance
Come to an ITC course: Incorporation & Charitable Status – 19 Sept 2011 & 13 Feb 2012; Recruiting and Inducting New Board Members - 2 Nov 2011; Governance and Legal Responsibilities of Trustees - 22 Nov 2011; Financial Management for your Board - 5 Dec 2011

Contact Jackie at ITC 020 7089 6823 j.elliman@itc-arts.org
See www.companieshouse.gov.uk and http://tinyurl.com/664glpx
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