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Summary 
Trustees have a legal duty to act only in the best interests of their charity. They must not put themselves in 

any position where their duties as trustee may conflict with any personal interest they may have. 

1. Identify Conflicts of Interest 

Trustees: 

• each have an individual personal responsibility to declare conflicts of interest which affect them 

• should have strong systems in place so that they are able to identify conflicts of interest 

What is a conflict of Interest: 

A conflict of interest is any situation in which a trustee’s personal interests or loyalties could, or could be seen to, 

prevent the trustee from making a decision only in the best interests of the charity. 

2. Where and how do conflicts of interest arise? 

Conflicts of interest usually arise where either: 

1. there is a potential financial or measurable benefit directly to a trustee, or indirectly through a connected 
person 

2. a trustee’s duty to the charity may compete with a duty or loyalty they owe to another organisation or 
person 
 

3. Identifying conflicts of interest 

Determination of benefits and loyalty 

1. Membership of other Charities 
2. Membership in political parties 
3. Membership of other organisations 
4. Membership of closely linked organisations  

It is usually acceptable for the trustee to simply declare a conflict of loyalty and then participate in 

decisions. 

Appointed trustees 

Where a trustee is elected, or appointed, by a connected organisation or other third party, he or she 
must act only in the best interests of the charity in carrying out their trustee role. 
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4. Preventing conflicts of interest from affecting decision making  

Having identified a conflict of interest, trustees must act only in the best interests of the charity. This 
means that they must consider the issue of the conflict of interest so that any potential effect on 
decision making is eliminated. How they prevent the conflict from affecting decision making will 
depend on the circumstances. This section of the guidance explains that: 

• individual trustees should always declare any conflicts of interest which affect them 

• any failure to declare a conflict of interest is a serious* issue 

• the trustee body should consider whether serious* conflicts of interest should be removed or 
require authority 

• affected trustees should not participate in any decisions where they stand to gain, whether 
directly, or indirectly through a connected person 

• where there is a conflict of loyalty, trustees should carefully handle any participation by a 
conflicted trustee 

• irrespective of the approach trustees take to prevent a conflict of interest from affecting their 
decision making, they should be able to demonstrate that their decision was made only in the 
best interests of the charity 

The following steps describe how trustees can prevent a conflict of interest from affecting their 
decision making. 

4.1. Declare Conflicts of Interest 

• Trustees to have a standard agenda item at the beginning of each trustee meeting to 
declare any actual or potential conflicts of interest 

• A trustee should declare any interest which he or she has in an item to be discussed, at 
the earliest possible opportunity and certainly before any discussion of the item itself. 

• If a trustee is uncertain whether or not he or she is conflicted, he or she should err on 
the side of openness, declaring the issue and discussing it with the other trustees. 

• If a trustee is aware of an undeclared conflict of interest affecting another trustee, they 
should notify the other trustees or the chair. 

4.1.1. Conflicts of Interest include 

• Membership in political parties 

• Membership and trustee in other organisations and charity 

• Membership in organisations, which could contradict the purpose of lawful activity 

• Unspent convictions 

• Religious beliefs, which can contradict Equal Opportunity legislation 

• Financial gain from decisions made and partnerships entered into 
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4.2. Consider removing the conflict of interest 

Trustees must consider the issue of the conflict of interest so that any potential effect on decision 
making is eliminated. This means that in cases of serious* conflicts of interest they may decide that 
removing the conflict of interest is the most effective way of preventing it from affecting their 
decision making and demonstrating that they have acted only in the best interests of the charity. 

Serious* conflicts of interest include, but are not limited to, those which: 

• are so acute or extensive that the trustees are unable to make their decisions in the best 
interests of the charity, or could be seen to be unable to do so 

• are present in significant or high risk decisions of the trustees 

• mean that effective decision making is regularly undermined or cannot be managed in 
accordance with the required or best practice approach 

• are associated with inappropriate trustee benefit 

In practice removing the conflict of interest is likely to mean: 

• not pursuing the course of action 

• proceeding with the issue in a different way so that a conflict of interest does not arise - this 
might mean deciding not to consider using a trustee’s company to do some work for the charity 
if this would mean that the number of payments to trustees, although authorised, is at risk of 
introducing levels of conflict of interest which could be difficult to manage and to justify - it 
could, exceptionally, mean seeking the Commission’s prior authority to a continuing and 
widespread conflict of interest 

• securing the resignation of a trustee affected by a conflict of interests 

• not making trustee appointments which will introduce a conflict of interests 

Where trustees wish to go ahead with a decision affected by a serious* conflict of interest, they 
should seek the authority of the Commission unless they are satisfied their approach and decision 
were in the best interests of the charity. 

4.3. Follow the law and the Charity governing document 

4.4. withdraw from decision-making where the conflict of interest is associated with trustee benefit 

Withdrawing from decision making means withdrawing when the initial discussions and decisions 
take place, and from any subsequent discussion or decision making on the issue. 

4.5. Withdraw from decision-making where there is a conflict of loyalty 
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the affected trustee should declare the interest. The other trustees must then decide what level of 
participation, if any, is acceptable on the part of the conflicted trustee. Ultimately it is for the 
trustees to decide whether withdrawal is in the best interests of the charity when this type of 
conflict has been declared. The options might include, but are not limited to, deciding whether the 
trustee: 

• having registered and fully declared the interest, can otherwise participate in the decision 
- the governing document this charity states in sections 7 and 20 that a trustee: 

• can stay in the meetings where the decision is discussed and made but not participate 

• should withdraw from the decision making process in the way described 
 

4.6. Record the conflict of interest 

1. Keep a written record of the decision 

Where there is a conflict of interest, the trustees should ensure that the written record of 
the decision shows: 

• the nature of the conflict 

• which trustee or trustees were affected 

• whether any conflicts of interest were declared in advance 

• an outline of the discussion 

• whether anyone withdrew from the discussion 

• how the trustees took the decision in the best interests of the charity 

 

2. Disclose payments or benefits 
 
The Charity Commission recommends that, whether or not they are required to prepare 
accruals accounts, all charities should disclose benefits received by trustees in their annual 
accounts. 

 

Failure to act properly where there is a conflict of interest is a breach of the trustees’ legal responsibilities . 

 

The Charity Commission will intervene where it has concerns about trustee misconduct or mismanagement 
or if there is a risk to charity property.  

Remedial action by the trustees 

Where: 

• the impact of the conflict of interest on the charity is low 

• there is little or immaterial loss or damage to the charity 
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• the trustees can show that the failure to act properly was an error 

the Charity Commission expects trustees to correct their approach. 

In these cases its minimum expectation of trustees is that they: 

• take reasonable steps to assess and manage any risks to the charity’s work and reputation 

• make a full record of the issue and how they have handled it 

• review or develop a conflicts of interest policy, ensure that all trustees are made aware of its 
content and meaning, and fully implement the policy in the future 

 

*Serious conflicts of interests 

There are some cases where trustee bodies are affected by such serious conflicts of interest that 
they are unable to make their decision in the best interests of the charity, or could be seen to be 
unable to do so. This section describes some of these situations and the factors that trustees should 
consider when approaching them. The examples and options given are not exhaustive. 

Significant or high risk decisions of the trustees 

This could be where there is: 

• a conflict involving a significant financial interest where the trustees of a charity, that 
was founded by a family and has a family member trustee, are proposing to sell the 
charity’s shareholding in a family company 

• a conflict of loyalty where the charity is in a significant dispute with another organisation 
and a trustee is a member of that organisation’s governing body 

• a conflict of beliefs, which could contradict current laws 

Often these types of decision attract more external interest. It could be harder for trustees to 
clearly demonstrate or explain that their decision has been made independently of any private 
interest or competing duty. The very existence of the conflict of interest could be damaging to the 
charity’s interest and reputation. 

 

The trustee responsible for implementation of Conflict of Interest procedures is the Secretary.  

 

  



 
 
 
 
 

6 | P a g e  o f  6  
Charity Registration No 1194477, Version 1, due for revision November 2023 

Tower Hamlets Neighbourhood Watch Association 

Conflicts of Interest Policy 

Addressing Conflict of Interest checklist 

Q1. If a trustee has identified that a conflict of interest exists, has the trustee body considered whether the 
conflict is so serious that it should be removed or they should seek authority for it from the Charity 
commission. If the trustees have decided against removing the conflict of interest or seeking authority for it, 
go to Q2. 

Q2. Has the conflict of interest come up because the trustee concerned, will receive a benefit as a result of 
the decision? (Details of what a trustee benefit is, and which benefits need to be authorised, can be found in 
sections 4 + 6 of the CIO constitution). If yes, go to Q3. If not, go to Q4. 

Q3. Is the benefit authorised:  

• by the charity’s governing document?  

• by a statutory provision such as section 185 of the Charities Act?  

• specifically, by the Charity Commission? (see Annex A of this guide)  

If no, the trustees must apply to the Commission for authority for the benefit. Go to Q5. If yes, have the 
charity‘s trustees complied strictly with the terms of the authority? Go to Q5. 

Q4. Even though there is no trustee benefit, are there procedures in place to ensure that the decision can be 
made only in the best interests of the charity?. If no, the charity's trustees should take advice on their 
decision, and for the future, ensure that suitable conflicts of interest procedures are put in place and 
followed. If yes, go to Q6. 

Q5. Have the charity’s trustees checked whether they are required to disclose the trustee benefit in the 
annual report and accounts. Go to Q6. 

Q6. Have the charity‘s trustees made a record of the conflict, their approach to dealing with it, and their 
decision?  

 

 

 

 


