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[bookmark: 2]This is a Regulatory Case Report into the Royal Institution of 
Great Britain published on 25 November 2010.

The Charity Commission (‘the Commission’) is publishing this Regulatory Case Report about 

our recent engagement with the charity as it has raised significant issues about unauthorised 
expenditure of funds and an unauthorised disposal of charity property in the form of a short 
lease. 

The Charity
1.  The Royal Institution of Great Britain (‘the Charity’) was registered as a charity by the Commission 

on 4 October 1963. It is governed by Letters Patent dated 13 January 1810, an 1810 Act of 
Parliament, Letters Patent dated 14 November 1958 and subsequent Schemes and Orders in Council. 

2.  The objects of the Charity include the ‘promotion of science and diffusion of scientific knowledge’.

3.  The Charity’s main activities are promoting science through communication, research, heritage and 

education for young people.  The Charity undertakes educational projects, displays historic artefacts 
of scientific interest and provides public lectures, including the annual televised Royal Institution 
Christmas lecture series.

4.  The Charity’s trustee body (known as ‘the Council’) consists of fifteen Council Members (‘the Council 

Members’) elected by the members of the Charity. The members of the Charity are determined by 
the Council in accordance with the Charity’s byelaws. 

5.  The Charity’s consolidated income for the year ending 30 September 2009 was £2.8m and its 

expenditure was £4.8m with £3.6m spent on charitable activities. 

6.  There has been significant interest in the Charity, including press coverage and complaints. A 

significant proportion of this coverage related to the departure of the Charity’s Director, a high-
profile public figure. As matters of employment are generally the responsibility of trustees, the 
Commission will not normally become involved in employment issues. As a result, this issue is not 
covered in the report.1

Source of concern
7.  In 2006 the Council decided to undertake a £22 million redevelopment of the Charity’s buildings at 

21 Albemarle Street, London W1S 4BS. The redevelopment began in 2006 and was completed by 
2008. The Commission was contacted in December 2008 by the Charity’s accountants who informed 
us that the Council had become aware that they had used money to pay for the redevelopment 
from funds that were held on particular terms and in breach of the terms upon which the funds 
were held.

8.  The Commission requested that the Charity undertake a full analysis of the funds that had been 

expended and the basis on which they were held. The review was completed by May 2009 and 
revealed that £3,202,748 of such funds had been applied to fund part of the redevelopment 
programme. 

1   Our guidance on handling complaints sets out the type of complaints that the Commission will become involved in http://www.charity-
commission.gov.uk/Publications/cc47.aspx

1



[bookmark: 3]9.  In January 2010 the Commission was made aware, through a press enquiry, of concerns that 

a company managed by a Member of Council had been rented an office space in the Charity’s 
premises at 21 Albemarle Street. The lease was granted in February 2009. 

10.  A new Chair of Council was appointed in March 2009 and a new CEO was appointed in April 2009. 

The Council Members and staff within the Charity co-operated fully with the Commission throughout 
our engagement.

Issues Examined
11.  The purpose of the Commission’s involvement was to determine whether:

1)  the Council Members had allowed funds to be used to pay for the costs of the 

redevelopment, in breach of the particular terms on which the funds were held and

2)  there had been an unauthorised lease of charity land to a company in which a Member of 

Council had an interest.

Issue 1. Misapplied Funds
12.  The Charity informed the Commission that the expenditure on the redevelopment included the use 

of £3,202,748 from a number of funds2 (‘the funds’).

13.  The Charity’s redevelopment project overran by five months and faced a funding shortfall due to the 

Charity’s failure to meet projected fundraising targets.

14.  The Council had used the funds to meet some of the additional costs of the project in breach of the 

terms on which they were held.

15.  The funds should have been applied in furtherance of the specific purposes and in accordance 

with the terms on which they are held by the Charity and, therefore, the funds were not generally 
available to meet the costs of refurbishment. 

16.  The Council informed their auditors in September 2008 that they had found it necessary to use the 

funds. They had not sought prior authorisation from the Commission to apply any of the funds3 
towards the costs of the project. 

17.  The Commission had concerns about the Charity’s financial controls as the Council had failed to 

recognise that the funds were not generally available to meet the costs of the redevelopment.

Finding
18.  The Council Members had wrongly allowed funds of £3,202,748 to be used to pay for the 

redevelopment of 21 Albemarle Street. This was in breach of the terms on which these funds were 
held.

2   Further details about the funds that were expended can be found in the Trustees’ Annual Report for the year ending September 2008. They 
can be viewed via the following link http://www.charity-commission.gov.uk/ScannedAccounts/Ends38/0000227938_ac_20080930_e_c.pdf
3   Even if the Charity had applied to the Commission for authority to use the funds, there would have been no certainty that we would have 
been minded to provide this authority. 
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[bookmark: 4]Outcomes
19.  The Council confirmed to the Commission that they would undertake the following action in 

relation to the funds:

•  Put in place a repayment schedule to ensure that the funds that had been used were 

reinstated. This schedule was set out in their Trustees’ Annual Report for the financial year 
ending September 2008. 

•  Undertake a full review of the Charity’s governance and reporting processes, including: 

changing finance and information systems, improving fund accounting and budgetary 
information, tightening internal controls and ensuring that Council Members are fully 
informed about the funds held by the Charity.

•  Establish a Management Advisory Committee to ensure that the charity could deliver its 

charitable objects and generate sufficient income to replenish the funds and build up its 
reserves. 

•  Provide an update to us, no later than December 2010, regarding the changes that are being 

implemented.

20.  The Commission acknowledges that the Council Members brought this issue to the Commission’s 

attention, and that they have agreed a repayment schedule to reinstate the misapplied funds 
that were used to pay for the redevelopment overspend. The Charity is also taking steps to 
ensure that more robust financial controls are put in place and, on the basis that this is done, 
the Commission does not intend to take any further action on this particular issue. 

21.  The Commission provided advice and guidance to the Council Members to ensure that this type 

of issue does not recur. The Commission’s recommendations included ensuring that the Council 
has a clear understanding of the funds that the Charity holds and how they may be applied, 
ensuring that the Charity takes appropriate professional advice in relation to the application of 
its funds and improvements to the induction and training programme for Council Members. 

22.  The Commission will continue to monitor the Charity to ensure that the repayment schedule and 

measures set out above are implemented. 

3



[bookmark: 5]Issue 2 - Unauthorised Lease to a Connected Person4
23.  There was a disposal of Charity land in the form of a lease to a company in which a Member of 

Council had an interest.

24.  A charity cannot dispose of charity land to a connected person without an order from the 

Commission or the Court as required by Section 36(1) of the Charities Act 1993. This statutory 
requirement helps charity trustees ensure that the conflicts of interest that arise from the disposal 
of charity land to a connected person are appropriately managed and obtain the assurance that the 
disposal is in the best interests of the charity.5 

25.  Charity trustees must also ensure that any documentation relating to a disposal of charity land 

complies with the requirements of Section 37(1) 6 and also Section 37(2) of the Charities Act 19937.

26.  The Charity took professional advice in letting the space, including the rent and service charge to be 

paid and confirmed that the lease was at market rate. 

27.  There have been no other disposals of the Charity’s property to connected persons.

28.  The minutes from the meetings at which the Council decided to grant the lease indicated that the 

Member of Council was not present at those meetings and was not directly involved in the decision 
making. 

Findings
29.  In making this disposal, the Council did not comply with the charity law requirements under Section 

36 of the Charities Act 1993 as they did not obtain an order from the Commission prior to granting 
the lease to the company. 

30.  The Council also failed to comply with the requirements of Section 37(1) and 37(2) of the Charities 

Act 1993 as regards the lease documentation.

31.  The conflict of interest could have been managed if the Charity had sought authorisation from the 

Commission. 

32.  The Charity did not have a conflicts of interest policy in place and the Council failed to properly 

manage conflicts of interest.

4   In this context a connected person means an institution controlled by a trustee. The full list of connected persons is set out in Schedule 5 of 
the Charities Act 1993.
5   A disposal of land to a connected person will give rise to a conflict of interest. On the one hand the charity will try to ensure that it achieves 
the best terms reasonably obtainable for the disposal. On the other hand the connected person may want to obtain the property for terms 
that are best suited to them which may be less than the charity wishes to achieve. The process needs to be transparent so that the conflict of 
interest is managed properly and an order provided by us will provide assurance that the transaction is in the best interests of the charity.
6   Documentation concerning the disposal of charity land must state whether or not the land is land to which the statutory restrictions apply. 
7   The charity trustees must certify in any disposition of charity land where an order of the court or of the Charity Commission is required, that 
the disposition has been sanctioned by an order of the court or of the Commission, as the case may be.
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[bookmark: 6]Outcomes
33.  The Commission decided not to take any further action in relation to the lease as it is not in the 

Charity’s best interests to require the Charity to either enter into a new lease or seek an order 
from us ratifying the lease for the following reasons:

•  The rent agreed was at a market rate.

•  Entering into a new lease would result in financial costs for the Charity.

•  The Charity disclosed the lease as a related party transaction in the Charity’s accounts for the 

year ending 30 September 2009.

•  The term of occupation under the lease is due to expire on 30 November 2011.

34.  The Commission has advised the Council of the following:

•  When disposing of charity land, the Council must ensure that the Charity is fully compliant 

with s.36 and s.37 of the Charities Act and any other legal requirements. 

•  The Council has a duty to ensure that they consider charity law and take appropriate 

professional advice when making decisions where there may be a material risk to the charity, 
or where the trustees may be at risk of breaching their duties.

•  Council Members have a duty to ensure that they appropriately manage any personal 

conflicts of interest that may arise. As part of its induction process, the Charity should include 
a comprehensive section on trustee duties and responsibilities – particularly in relation 
to conflicts of interest. The Charity should also ensure that individual Council Members 
acknowledge that they have read and understood the relevant documentation that relates to 
these areas. 

35.  The Charity is undertaking a governance review and has advised us that they have put in place a 

set of conflict of interest procedures and policies.

36.  The Commission will continue to engage with the Charity to ensure that the measures set out 

above are implemented. 

Issues for the wider sector
37.  Charity trustees have a duty to ensure that their charity complies with the law (including charity 

law) and its governing document. This includes taking professional advice where appropriate.

38.  Charity trustees should ensure that they have robust financial controls in place to ensure that funds 

are applied in accordance with the terms upon which they are held. 

39.  Where charity trustees wish to use funds in a way that does not comply with the terms upon which 

they are held they should ensure that they have obtained the appropriate authorisation to do so 
before using the funds. 
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[bookmark: 7]40.  Charity trustees must ensure that any disposal of property to a connected person (including a lease) 

is properly authorised and reported in the charity’s accounts as a related party transaction.

41.  Charity trustees should ensure that they have a conflicts of interest policy in place to ensure that 

they are fully aware of their responsibilities and that any conflicts that do arise are appropriately 
managed.

42.  Charity trustees should not put themselves in a position where their personal interests and their 

duty to the charity conflict (unless the conflicts, and any personal benefits, are duly authorised, and 
conflicts are managed effectively).

43.  Where a charity trustee has a conflict of interest they should follow the basic checklist set out in 

section 12 of the Commission publication: A Guide to Conflicts of Interest for Charity Trustees and 
where necessary or appropriate take professional advice.

44.  Charity trustees should be aware that failure to comply with requirements under charity law can 

have an adverse impact upon public trust and confidence in their charity and the wider sector.

45.  As part of its induction process, a charity should include a comprehensive section on trustee duties 

and responsibilities, particularly in relation to conflicts of interest and also to disposal of charity land.

Links to other relevant publications and guidance
The Essential Trustee: What you need to know (CC3)

Internal Financial Controls for Charities (CC8)

A Guide to Conflicts of Interest for Charity Trustees

Sales, leases, transfers and mortgages: What trustees need to know about disposing of charity land 
(CC28)

Charitable Museums and Galleries: A guide to conflicts of interest policies, trustee benefits and 
transactions between trustees and charities
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[bookmark: 8]You can obtain large-print versions

of this publication from the Charity

Commission on 0845 300 0218

Charity Commission
Telephone:  0845 300 0218
Typetalk:  0845 300 0219
Website: 

www.charitycommission.gov.uk




    

  

  
