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1. Governance handbook:

LSIS is an improvement body that supports the continued development of the further education
and skills sector. Our mission is to accelerate the drive for excellence. We serve learners and see
them as our beneficiaries but do so through the delivery organisations that make up the sector.

LSIS is committed to good governance — in fact we strive to be an exemplar organisation and see a
part of our activity the continued review and improvement of our governance arrangements.

Our constitution is not unusual — we are a private company limited by guarantee without a share
capital and a registered charity. This means we come under the regulation of both Companies
House and the Charity Commission. There are literally thousands of organisations with similar such
constitutions. What makes LSIS rather more unique is that we continue to operate mainly through
the provision of public funds and use those funds as a part of and as directed by our sector.

The funding arrangements have two significant consequences for LSIS — first it means we are
classified by the Office of National Statistics and the Cabinet Office as being ‘a sector-owned body
operating in the public sector for national accounting purposes’ and, second, that we have and have
to adhere to a ‘Framework Agreement’ between ourselves and the Department of Business,
Innovation and Skills (BIS) on behalf of government.

So, whilst we are constitutionally, a private company we have public sector responsibilities and are
directed by the sector we serve. All of this bears upon the governance arrangement of LSIS.

Our Council is made up of people from the wide range of organisations and interests that make up
the sector. They help to identify the improvement needs of the sector and undertake high-level
monitoring to ensure those needs are addressed through the LSIS programmes. In recognition of
our public sector responsibilities the Council provides regular reports to the Secretary of State at BIS.

The Board is accountable to the Council and reports to it regularly, as well as taking its advice on the
needs of the sector. The Board members are also the directors of the company and the charity
trustees and, as such, are collectively responsible for the governance of the organisation. It does
this through having:

e Aclear sense of purpose and focus on our mission.

e A clear strategy and certainty of values.

e A supportive constitution highlighting the purpose, powers and obligations of the organisation.

e A clear understanding of the roles of Council, Board, Committees and Executive, of how
decisions are made and implemented.

e A control environment with appropriate delegations of authority.

e C(lear, timely and complete reports on the key activities of the organisation, including financial
reports.

e Suitably qualified and independent auditors.



e An appropriate risk policy, reporting, monitoring and management activity.

In undertaking their director/trustee roles the Board has due regard for the requirement of both the
Companies and Charities Acts and associated good governance practices. In recognition of the
public sector responsibilities we carry we also seek to follow the Good Governance Standard for
Public Services.

This handbook is intended both as an aid to those involved or having an interest in the governance

of LSIS and as an improvement tool to support our efforts to be the best we can in governance
terms.

Dame Ruth Silver DBE
Chair

This handbook is intended to provide guidance and information to all those who engage with LSIS.

It provides the framework within which we operate, giving guidance for both Trustees and
management.

All trustees, council members and staff are committed to ensuring that LSIS’s governance is the best
it can be — that we comply with all the relevant legislation and follow best practice wherever it is
found.

We are committed to regular reviews of governance and to learning from others we engage with.

To that end I hope you will assist us in its development.

Rob Wye
Chief Executive



LSIS Governance Handbook — a draft for development

This handbook is intended to be a dynamic tool for use by all those responsible for or interested in
the governance of the Learning and Skills Improvement Service.

This edition is presented as a draft for development and feedback on it is sought and welcomed. It
includes the formal governance documents such as the Articles of Association and the Funding
Agreement, details of the various roles in governance and copies of the current policy and
procedural arrangements. We have also included some advisory notes and references for further
information on governance. Over time additional material can be included and feedback from users
will help its evolution.

In support of efficiency and transparency the handbook will be published on the LSIS website. Any
personal information about individuals will not be included.

In preparing the content for this handbook pre-existing documents have been reviewed and, in
some cases adapted to ensure consistency and currency. Where such changes have been made they
have been highlighted and their adoption will be subject to the appropriate approvals, for example,
by the Board.



Competencies

Description

Leadership

Demonstrates commitment, focus, high ethical standard and integrity

Strategic thinking

Combines creative thinking with the ability to forecast trends and
commitment to shape and adapt towards the future

Communication and
influencing

Encourages and listens; articulate and persuasive

Decision making

Capable of rational analysis and interpretation.

Representing

Exemplifies the image of the organisation; builds relationships within and
outside the organisation.

Values

Demonstrates values; act with integrity; respect for others; professional
service excellence; respond flexibly and positively to change; fair employer
and supportive of staff.

Business awareness

Assesses alternatives explicitly; competent in the use of financial reports;
keeps up to date on corporate governance developments and has relevant
market knowledge; manages confidentiality appropriately and effectively.

Team working

Supports the board’s aims and goals; works in partnership with other
board members and executive staff; challenges but accepts consensus
decisions.

Time commitment

Board members are expected to devote sufficient time to their role:
Board - 8-12 days (including preparation)

Committees — 3-6 meetings pa

Chair — at least one day per week

And specifically:

Prepares adequately for meetings; demonstrates commitment to the work
of the board; enhances the organisation’s reputation by managing
relationships with the membership, other officers, chief executive, other
senior management, members of the public and other external parties.
Appropriately presents often complex information and engages with large
and diverse audiences and stakeholders.




LSIS Mission Statement

Our mission is: To accelerate the drive for excellence.

Vision

Our vision is that:

e every learner acquires the skills, knowledge and appetite they need for learning,
living and working; and

e every provider is valued by their communities and employers for their particular
contribution to sustainable social and economic priorities.

Strategic platforms

o Accelerated improved teaching and learning
e Reinvigorating curriculum design
e Enhancing leadership, governance and management

e Energising improvement through new ways of working, innovation and
efficiency

e Supporting the sector to influence the future

Underpinned by a number of cross-cutting themes including Equality & diversity,
technology and e-learning and continuous improvement



2. GOVERNANCE ARRANGEMENTS

The key documents for LSIS are the Articles of Association (“Articles”) and the Financial
Memorandum.

LSIS is a company limited by guarantee and registered in England under Company number
06454550. LSIS is also a charity registered with the Charity Commission under number 1123636.

LSIS has bespoke Articles which are fully Companies Act 2006 compliant, but which reflect the
unique status of LSIS as a “sector-led” company and charity. These outline the rules governing the
company, including how it manages its assets and can dispose of them; the nature and composition
of the Board and the rules governing its meetings; the nature and composition of the LSIS Council,
which is an elected body made up of sector representatives and the role of Council in governing
LSIS.

The Articles are reviewed annually in the light both of legal changes and the development of the
organisation’s governance arrangements.

The Financial Memorandum is the key document governing the relationship between the Skills
Funding Agency (an agency of the Department of Business, Innovation and Skills (“BIS”)) and LSIS.
It sets out what tasks LSIS is responsible for, the role of management and powers delegated to the
Chief Executive. This document is revised annually.
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2.1

THE COMPANIES ACT 2006
PRIVATE COMPANY LIMITED BY GUARANTEE
AND NOT HAVING A SHARE CAPITAL
ARTICLES OF ASSOCIATION
OF

LEARNING AND SKILLS IMPROVEMENT SERVICE

PRELIMINARY

The regulations contained in Table A and Table C in the Schedule to the Companies
(Tables A to F) Regulations 1985 as amended by The Companies (Tables A to F)
(Amendment) Regulati ons 2007 (SI 2007/2541) and The Companies (Tables A to F)
(Amendment) (No.2) Regulations 2007 (SI 2007/2826) and the model articles of
association for private companies limited by guarantee contained in Schedule 2 to The
Companies (Model Articles) Regulati ons 2008 in force at the time of adoption of these
Articles shall not apply to the Company and these Articles shall be the regulations of the
Company.

DEFINITIONS AND INTERPRETATION

In these Articles the following expressions have the following meanings unless inconsistent
with the context:

ithese Articl eso0 these Articles of Association, whether as
originally adopted or as from time to time
altered by special  resolution

fiBoar do the board of Directors of the Company from
time to time
ficl ear dayso in relation to the period of a notice means that

period excluding the day when the notice is
given or deemed to be given and the day for

which it is given or on which it is to take effect
ACommi ssi ono the Charity Commission of England and Wales
AiCompanyo the company intended to be regulated by these
Articles

fiCouncil o the council of Members from time to time
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the directors for the time being of the
Compa ny or (as the context shall require) any
of them acting as the Board. The Directors are
charity trustees as defined by section 97 of the
Charities Act 1993

any address or number used for the purposes

of sending or receiving documents or
information by electronic means

have the meaning given in section 1168 of the
Companies Act 2006

includes any mode of execution

has the meaning given in section 1168 of the
Companie s Act 2006

the members of the Company from time to

ti me, and AMembershipod s
meaning

has the meaning given in section 282 of the
Companies Act 2006

the registered office of the Company

a period of 12 months from 1 October 2008 or

such other period as determined by the Board

every college or provider in receipt of funding

for delivery of post 16 further education and

skils from an agency or governmen t
department that channels its support for
improvement through the Company

means the constituencies of the Single Voice
from time to time, which at the date of
adoption of these Articles are:

1 AoC (Association of Colleges) and

NIACE (National Network of Local
Adult Continuing Education)

2 ALP (Association of Learning Providers)

3 HOLEX (National Network of Local
Adult Learning Providers)

4 Landex (Land Based Colleges Aspiring



2.2

2.3

to Excellence)
5 MEG (Mixed Economy Group)

6 NATSPEC (The Association of National
Specialist Colleges)

7 SFCF (Sixth Form Colleges Forum)

8 157 Group
fiseal o the common seal of the Company (if any)
fisecretaryo the secretary of the Company (if any) or any

other person appointed to perform the dut ies

of the secretary of the Company, including a
joint, assistant or deputy secretary

iSecretary of St ameans the Secretary of State for Business,
Innovation and Skills or any successor body
thereto

ot

speci al resol ut i has the meaning given in sectio n 283 of the
Companies Act 2006

=1}

the Single Voice The Single Voice for Self Regulation (for
Further Education), a company limited by
guarantee with company number 06508271 or
any successor to that con

ot

the Statuteso the Companies Acts as defined in section 2 of
the Companies Act 2006 and every other
statute, order, regulation, instrument or other
subordinate legislation for the time being in
force relating to companies and affecting the
Company

ot

United Kingdomo GreatBritain and Northe rn Ireland

ot

in writingo hard copy form or to the extent agreed by the
recipient (or deemed to be agreed by virtue of
a provision of the Statutes) electronic form or
website communication

Unless the context otherwise requires, words or expressions contain ed in these Articles
shall bear the same meaning as in the Statutes but excluding any statutory modification
thereof not in force when these Articles become binding on the Company.

References to any Statute or statutory provision in these Articles include, unless the
context otherwise requires, a reference to that Statute or statutory provision as modified,



2.4

2.5

3.1

3.2

4.1

4.2

51

replaced, re -enacted or consolidated and in force from time to time and any subordinate
legislation made under the relevant Statute or statutory provisi on.

References to Articles are to articles of these Articles.

Where the word fiaddresso appears in these Articles
and electronic address and fAregistered addresso shal

LIMITATION OF LIABILITY
The liability of the members is limited.

Every Member of the Company undertakes to contribute such amount as may be required

(not exceeding A1.00) to the Companyds assets if i
Member, or within one year after he ceases to be a Member, for payment of the
Companyds debts and Iliabilities contracted before

costs, charges and expenses of winding up, and for the adjustment of the rights of the
contributories among themselves.

OBJECTS
TheCompany 6 s o b jthe ©hjests (Gi) ar e:
the advancement of education, in particular further education by:

42.1 supporting the further education sector to improve the quality and success rates
of its provision for the benefit of learners, employers and the community t o]
support advancement within the sector and to enhance its reputation;

4.2.2 supporting and enabling the development of self regulation within the further
education sector and acting as an improvement body, providing support at
national, international, regional, local and individual levels;

4.2.3 encouraging, promoting, developing, providing or assisting in raising standards
within the further education sector and helping organisations and people respond
to and prepare for policy reforms in the further education sector and leading the
sectords national i mprovement strategy,;

4.2.4 fostering and supporting leadership improvement, advancement and
transformation in the further education sector and supporting national strategies
for teaching and learning; and

425 supporting co -operati ve developments across the further education, higher
education and schools sectors.

POWERS

In furtherance of the above Objects but not further or for any other purpose the Company
shall have the f olhePowdrsn g )power s (A
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512

513

514

515

5.1.6

5.1.7

5.1.8

5.1.9

5.1.10

51.11

5.1.12

5.1.13

to develop, design, prototyp e and commission services, programmes, activities,
training and events for the staff and governors of education and training
providers;

to assist the development of education and training to ensure the delivery of
high quality programmes to meet the needs of learners and employers;

to design, develop, deliver, organise and participate in seminars, conferences,
exhibitions, training, programmes and other activities, including those organised
by third parties, to promote the Objects;

to award, or commission o  thers to award, diplomas and other qualifications on
its own behalf or on behalf of other bodies;

to commission and undertake research and development projects, both on its
own and in partnership with others;

to disseminate information and provide analysis and information services by
whatever means;

to establish arrangements for providing regional services;

to co -operate with, and share and exchange information with Government
departments or agencies, local or regional authorities, institutions and
committe es, training boards, professional bodies, colleges, educational or
industrial organisations, corporations or bodies having similar or related interests
whether in the United Kingdom or elsewhere;

to borrow and raise money in such manner and on such securit y as the Board
may think fit;

to raise funds and to invite and receive contributions from any person or persons
whatsoever by way of subscription, donation or otherwise provided that this shall

be without prejudice to the ability of the Company to disclaim any gift, legacy or
bequest in whole or in part in such circumstances as the Board may think fit and
provided also that the Company shall not undertake any permanent trading
activities in raising funds for the above mentioned charitable objects;

to lend a nd advance money and give credit to, to take security for such loans or
credit from, and to guarantee and become or give security for the performance

of contracts and obligations by, any person or company subject to such
conditions or consents as may from time to time be required or imposed by law;

to draw, make, accept, endorse, discount, execute and issue promissory notes,
bills of exchange, bills of lading, warrants and other negotiable, transferable, or
mercantile instruments;

to subscribe for either ab  solutely or conditionally or otherwise acquire and hold
shares, stocks, debentures, debenture stock or other securities or obligations of
any other company;



51.14

5.1.15

5.1.16

5.1.17

5.1.18

5.1.19

to invest the moneys of the Company not immediately required for the
furtherance of its Objects in or upon such investments, securities or property as
the Board may think fit, subject to such conditions and such consents as may for

the time being be imposed or required by law;

to purchase, take on lease or in exchange, hire or otherwise acquire any rea | or
personal property and any rights or privileges and to construct, maintain and

alter any buildings or erections which the Board may think necessary for the
promotion of the Companyds Objects;

to sell, let, mortgage, dispose of or turn to account all or any of the property or
assets of the Company with a view to the furtherance of its Objects;

subject to Article 6 to employ and pay such architects, surveyors, solicitors and

other professional persons, workmen, clerks and other staff as are necessary for

the furtherance of the objects of the Company. The Company may employ or
remuner at e a me mber o Direatot 0 ) Bwanrldy (tao f he
permitted to do so by Article 6 and provided it complies with the conditions in

that Article;

to make all rea sonable and necessary provision for the payment of pensions and
superannuation to or on behalf of employees and their widows and other
dependants;

to purchase and maintain, for the benefit of any Director or officer of the
Company, indemnity insurance to cover their liability:

5.1.19.1 which by virtue of any rule of law would otherwise attach to them in
respect of any negligence, default, breach of trust, or breach of duty
of which they may be guilty in relation to the Company; and/or

5.1.19.2 to make contributions to the a ssets of the Company in accordance
with the provisions of section 214 of the Insolvency Act 1986;

save that any such insurance in the case of Article  5.1.19.1  shall not extend to
any liability of a Director:

5.1.19.3 resulting from conduct which the Directors knew, or must be
assumed to have known, was not in the best interests of the
Company, or where the Directors did not care whether such conduct
was in the best interests of the Company or not;

5.1.194 to pay the costs of unsuccessfully defending criminal prosecutions
for offences arising out of the fraud or dishonesty or wilful or
reckless misconduct of the Directors;

5.1.19.5 to pay a fine; or

5.1.19.6 to ma k e such a contribution wher e
liability is his knowledge prior to the insolvent liquidation of the
Compan y (or reckless failure to acquire that knowledge) that there

ext

he



5.1.20

5121

5.1.22

5.1.23

5.1.24

5.1.25

5.1.26

5.1.27

5.1.28

was no reasonable prospect that the Company would avoid going

into insolvent liquidation.

subject to the provisions of, and so far as may be permitted by, the Companies
Act 2006, to fund the expe nditure of every Director, alternate director or other

officer of the Company incurred or to be incurred:

5.1.20.1 in defending any criminal or civil proceedings; or

5.1.20.2 in connection with any application under sections 661(3), 661(4) or

1157 of the Companies Act 2006.

to subscribe to, become a member of, or amalgamate or co -operate with any
other charitable organisation, institution, society or body formed for any of the

charitable purposes included in the Objects;

to establish and support or aid the establishment and support of any charitable
trusts, associations or institutions and to subscribe or guarantee money for
charitable purposes in any way connected with or calculated by the Board to

further any of the Objects of the Company;

to acquire, merge with or to enter into any partnership or joint venture

arrangement with any other charity formed for any of the Objects;

to do all or any of the things hereinbefore authorised either alone
conjunction with any other charitable organisation, institution, society or
with which this Company is authorised to amalgamate;

or in
body

to pay all or any expenses incurred in connection with the promotion, formation,

incorporation and registration of the Company;

to enter into any arrangements with any government or authority (supre me,

municipal, local, or otherwise) that may to the Board seem conducive to the

attainment of the Companydés Objec

ts or any

such government or authority any charters, decrees, rights, privileges or
concessions which the Board may think desirable and to carry out, exercise, and

comply with any such charters, decrees, rights, privileges and concessions;

to acquire and merge with the registered charities Quality Improvement Agency

(a company limited by guarantee with registered n umber 02958922) and Inspire

Leadership (a company limited by guarantee with registered humber 05728128)

and Inspire Learning Limited (a company limited by shares with company

number 04716399);

to do all such other lawful things as are necessary for the att
above Objects or any of them;

and so that:

ainment of the

of



6.1

(@) where the Company shall take or hold any property which may be

subject to any trusts, the Company shall only deal with or invest the
same in such manner as allowed by law, having regard to such

trusts;

(b) none of the Objects or Powers shall be restrictively construed but the

widest interpretation shall be given to each such Object or Power, and

none of such Objects or Powers shall, except where the context
expressly so requires, be in any way li mited or restricted by reference to
or inference from any other Objects or Powers or inference from the

name of the Company; and

(c) none of the Objects therein specified shall be deemed subsidiary or

ancillary to any of the Objects specified in any other such sub -clause,

and the Company shall have full power to exercise each and every one

of the Objects.
APPLICATION OF INCOME AND PROPERTY

The income and property of the Company shall be applied solely towards the promotion of

the Objects and no portion of s uch income and property shall be paid or transferred,

directly or indirectly, by way of dividend, bonus or otherwise by way of profit to Members
of the Company, (unless to a Member who is a charity) (save that a Member who is not

also a Director may receiv e benefit from the Company in their capacity of beneficiary

and/or receive reasonable and proper remuneration for any goods or services supplied to
the Company) and no Director shall be appointed to any office of the Company paid by
salary or feesorrecei ve any remuneration or other
from the Company PROVIDED THAT nothing herein shall prevent any payment by the
Company in the best interests of the Company if the Directors follow the procedure and

benef i

observe the conditions set outin Article 6.2  and if one of the following conditions applies:

6.1.1 the payment is of reasonable and proper remuneration to any Member, officer or
servant of the Company for any services rendered to the Company; or

6.1.2 the payment is of interest on money lent b y any Member of the Company or of

its Board at a reasonable and proper rate per annum not exceeding two per cent
less than the published base lending rate of a clearing bank to be selected by the
Board or a rate of 3% whichever is the greater ; or

6.1.3 the payme nt is of reasonable and proper rent for premises demised or let by any

Member of the Company or of its Directors; or

6.14 the payment is of fees, remunerati on

worth to any Company of which a Director may also be a Member hol
more than 1% (one percent) of the capital of that Company; or

6.1.5 the payment is to any Director of reasonable out -of - pocket expenses; or

6.1.6 the payment is to any Director in their capacity of a beneficiary of the Company;
or

ding not

or

t i n

ot her



6.2

6.3

6.1.7

6.1.8

6.1.9

the Directors obtain the pri or written approval of the Charity Commission; or

the payment is to a Director for the supply of services, or of goods that are
supplied in connection with the provision of services, to the Company where that

is permitted in accordance with, and subject to the conditions in section 73A to

73C of the Charities Act 1993; or

the payment is of a premium for insurance designed to indemnify a Director in

accordance with the terms of, and subject to the conditions in, section 73F of the

Charities Act 1993.

The Com pany and its Directors may only rely upon the authority provided by

each of the following conditions is satisfied:

6.2.1

6.2.2

6.2.3

6.2.4

6.2.5

6.2.6

Article 6.1

the remuneration or other sums paid to the Director do not exceed an amount

that is reasonable in all the circumstances;

the D irector is absent from the part of any meeting at which there is discussion

of:

6.2.2.1 his or her employment or remuneration, or any matter concerning
the contract; or

6.2.2.2 his or her performance in his employment, or his or her
performance of the contract; or

6.2.2.3 any pro posal to enter into any other contract or arrangement with
him or to confer any benefit upon him that would be permitted
under Article 6.3 ; or

6.2.2.4 any other matter relating to a payment or the conferring of any

benefit permitted by  Article 6.3 ;

the Director do es not vote on any such matter and is not to be counted when

calculating whether a quorum of Directors is present at the meeting;

the other Directors are satisfied that it is in the interests of the Company to

employ or to conduct with that Director rather than with someone who is not a

Director. In reaching that decision the Directors must balance the advantage of

employing a Director against the disadvantages of doing so (especially the loss

of t he Directoro6s services as a crteosrudl st

interest);

the reason for their decision is recorded by the Directors in the minute book; and

a majority of the Directors then in office have received no such payments.

The employment or remuneration of a Director includes the engagement

of any firm or Company in which the Director is:

6.3.1

a partner;

or remuneration

if

coofn f d e a



6.4

7.1

7.2

7.3

7.4

7.5

7.6

6.3.2 an employee;

6.3.3 a consultant;

6.3.4 a director; or

6.3.5 a shareholder, unless the shares of the Company are listed on a recognised stock
exchange and the Director holds less than 1% of the issu ed capital.

Where a conflict of interest arises for a Director due to a loyalty owed to another
organisation or person and the conflict is not authorised by any other provision of the
Articles, the unconflicted Directors may authorise such conflicts where:

6.4.1 the conflicted Director is absent from the part of the meeting at which there is a
discussion of any arrangement or transaction affecting that other organisation or

person;

6.4.2 the conflicted Director does not vote on any such matter and is not to be
counted when considering whether a quorum of Directors is present at the
meeting; and

6.4.3 the unconflicted Directors consider it is in the interests of the Company to

authorise the conflict of interest in the circumstances applying.
THE COUNCIL
The body of Members sha |l be called the Council.

During the Preliminary Period, the Council shall consist of up to 30 persons who, following
consultation with the Board, shall be selected and appointed by the Single Voice from
amongst the members of the Representative Constituen cies.

From and after the end of the Preliminary Period, the Council shall be constituted as

follows:

7.3.1 up to 30 persons to be elected in accordance with Article 7.4 ; and

7.3.2 up to 10 persons to be appointed by the Board in accordance with Article 7.5

The Member s to be elected from time to time pursuant to Article 7.3.1 shall be drawn

from the members of the Representative Constituencies following an election process
agreed from time to time by the Single Voice and the Board.

The Members to be appointed from time to time pursuant to Article 7.3.2 shall be
persons whom the Board regards as having appropriate experience outside the further

education sector, including industry and commerce, the professions and the not -for - profit
sector.

The Board may establish classe s of Membership with different rights and obligations and
shall record those rights and obligations in the register of Members The rights allotted to a
class of Membership may only be varied if:



7.6.1 not less than three quarters of the Members of that class con sent in writing to
the variation; or

7.6.2 a special resolution is passed at a separate general meeting of the Members of
that class agreeing to the variation.

7.7 Subject to all moneys presently payable by a Member to the Company pursuant to any
rules or bye -laws m ade by the Board pursuant to Article 29 or otherwise having been
paid, a Member may at any time resign their Members

notice in writing to the Company provided that after such resignation the number of
Members remaining is not less than two.

7.8 Membership is not transferable and will terminate automatically:
7.8.1 for the Members of the first Council, at the end of the Preliminary Period;
7.8.2 for the Members of each succeeding Council and save as set out in Articles 7.9

and 7.11 , ont he third anniversary from the date Membership is recorded in the
register of Members;

7.8.3 if the Member dies;

7.8.4 if the Member becomes bankrupt or makes any arrangement or composition with
their creditors generally;

7.8.5 if the Member is removed by the Single Voice in the case of Members appointed
pursuantto Article 7.2  or elected pursuant to Article 7.3.1 ;

7.8.6 if the Member is removed by the Board in the case of Members appointed
pursuantto Article 7.3.2 ;or

7.8.7 if the Member ceases to fulfil the criteria for being a Member as determined from
time to time by the Board.

7.9 At the first two annual general meetings of the Company after the Preliminary Period the
number closest to one third of the Members shall retire and may be reappointed in
accordance with  Article 7.11 . The Mem bers chosen to retire will be chosen by lot (unless
otherwise agreed amongst the Members).

7.10 Where Membership ceases under Article 7.8.2 , the Member shall be eligible for
reappoi nt ment for a further 2 years i n accordance
reappo intment from time to time.

7.11 Where Membership ceases under Article 7.9 , the Member shall be eligible for
reappointment for such additional time as required to enable a Member to serve a total of
either four or six years (as the case may be) in accordance wit h the Companyds pol |
reappointment from time to time.



8. GENERAL MEETINGS

8.1 The Company shall in each year hold a general meeting as its annual general meeting in
addition to any other meetings in that year, and shall specify the meeting as such in the
notice calling it. The annual general meeting shall be held at such time and place as the
Board shall appoint. All meetings other than annual general meetings shall be called
general meetings.

8.2 The Board may call general meetings at any time.
9. NOTICE OF GEN ERAL MEETINGS
9.1 Al gener al meetings of the Company shall be call ed
in writing. The notice shall specify the time and place of the meeting and the general
nature of the business to be transacted, in case of special bu siness.
9.2 All business shall be deemed special that is transacted at a general meeting, and also all
that is transacted at an annual general meeting, with the exception of the consideration of
the profit and loss account, balance sheet, and the reports of th e Directors and auditors,

the election of Directors in the place of those retiring and the appointment of, and the
fixing of the remuneration, of the auditors.

9.3 Subject to the provisions of these Articles notice of and other communications relating to a
gen eral meeting shall be given to all Members, to all Directors and to the auditors.

9.4 Notwithstanding the foregoing provisions of these Articles a general meeting may be called
by shorter notice if it is so agreed in accordance with section 307 of the Companie s Act
2006.

9.5 The accidental omission to give notice of a meeting to, or the non -receipt of notice of a

meeting by, any person entitled to receive notice shall not invalidate the proceedings at
that meeting.

9.6 Every notice convening a general meeting shall be given in accordance with section 308 of
the Companies Act 2006 that is, in hard copy form, electronic form or by means of a
website.

9.7 The Company may send a notice of meeting by making it available on a website or by
sending it in electronic form and if not ice is sent in either way it will be valid provided it

complies with the relevant provisions of the Companies Act 2006.
10. PROCEEDINGS AT GENERAL MEETINGS

10.1 No business shall be transacted at any general meeting unless a quorum is present. A
qguorum shall consis t of no less than nine persons each being a Member entitled to vote
upon the business to be transacted save that, if and for so long as the Company has less
than nine Members, one third of the Members (fractions rounded up) shall be a quorum.

If within ha If an hour from the time appointed for the general meeting a quorum is not
present the general meeting shall stand adjourned to the same day in the next week, at

the same time and place, or to such other day and at such other time and place as the
Board ma y determine, and if at the adjourned general meeting a quorum is not present



10.2

10.3

10.4

10.5

10.6

10.7

11.
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11.2

11.3

within half an hour from the time appointed therefore the Member or Members present in
person and entitled to vote upon the business to be transacted shall constitute a quorum
and shall have power to decide upon all matters which could properly have been disposed
of at the meeting from which the adjournment took place.

The Chair of the Directors shall preside at every general meeting of the Company. If the
Chair is not present wit  hin fifteen minutes after the time appointed for the holding of the

meeting or is unwilling to act, the Vice -Chair of the Board shall chair the meeting.

neither the Chair of the Board nor the Vice Chair of the Board is present within fifteen
minutes af ter the time appointed for the holding of the meeting or is unwilling to act, the
Directors present shall appoint one of their number to chair the meeting. If no Director is
willing to chair the meeting or if no Director is present within 15 minutes after
appointed for holding the general meeting, the Members present shall choose one of their
number to chair the meeting.

A Director shall, notwithstanding that he or she is not a Member, be entitled to attend and
speak at any general meeting.

The ch air of the meeting may, with the consent of any meeting at which a quorum is
present (and shall if so directed by the meeting), adjourn the meeting from time to time
and from place to place, but no business shall be transacted at any adjourned meeting
othe r than the business which might properly have been transacted at the meeting had
the adjournment not taken place. When a meeting is adjourned for 30 days or more,
notice of the adjourned meeting shall be given as in the case of an original meeting. Save
as aforesaid it shall not be necessary to give any notice of an adjournment or of the
business to be transacted at an adjourned meeting.

At any general meeting a resolution put to the vote of the meeting shall be decided on a
show of hands.

A declaration b y the Chair or the chair of the meeting that a resolution has been carried or
carried unanimously, or by a particular majority, or lost, or not carried by a particular
majority, and an entry to that effect in the minutes of the meeting of the Company, shal

be conclusive evidence of the fact without proof of the number or proportion of the votes
recorded in favour of or against such resolution.

In the case of an equality of votes the chair of the meeting shall be entitled to a casting
vote in addition to an  y other vote which he or she may have.

VOTES OF MEMBERS

On a show of hands every Member present in person shall be entitled at every general
meeting to have one vote.

No Member shall be entitled to vote at any general meeting unless all moneys presently

If

the time

payable by that Member to the Company pursuant to any rules or bye -laws made by the

Directors under Article 29  or otherwise have been paid.

No objection shall be raised to the qualification of any voter except at the meeting or

adjourned meeting at which the vote objected to is tendered, and every vote not



disallowed at the meeting shall be valid Any objection made in due time shall be referred
to the chair of the meeting whose decision shall be final and conclusive.

12. WRITTEN RESOLUTIONS

12.1 A written resolution, proposed in accordance with section 288(3) of the Companies Act
2006, will lapse if it is not passed before the end of the period of 28 days beginning with
the circulation date.

12.2 For the purposes of this Article 12 Acircul ation dateodo i s igshofetheday o
written resolution are sent or submitted to Members or, if copies are sent or submitted on
different days, to the first of those days.

13. THE BOARD

13.1 Unless otherwise determined in general meeting, the Board shall be constituted as follows:
13.1.1 the Chair ;
13.1.2 the Vice -Chair;and

13.1.3 not less than three nor more than twelve other persons appointed by the Board
pursuantto Articles 13.5 and 13.6 .

13.2 The first Chair shall be Dame Ruth Silver DBE. Subsequent Chairs shall be appointed by
the Board pursuantto  Article 13. 6.

13.3 The first Vice -Chair shall be Mr Neil Bates. Subsequent Vice -Chairs shall be appointed by
the Board from amongst their number.

13.4 The Chief Executive shall be appointed by the Board pursuant to Articles 13.6 and 18 .
13.5 The Directors referred to in Article 13. 1.3 shall be appointed by the Board as follows:

1351 not less than two nor more than nine of them shall be appointed from amongst
the Provider Organisations; and

13.5.2 not less than one nor more than three of them shall be appointed from outside
the further education sector, including industry and commerce, the professions
and the not -for - profit sector.

13.6 In making appointments to the Board:

13.6.1 the Board shall follow an open and transparent selection process run by the
Board in accordance with selection criteria published by the Board from time to
time; and

13.6.2 regard shall be had to the desirability of promoting diversity among the Board
from time to time in terms of age, gender, ethnicity and disability.

13.7 Notwithstanding the requirements of Article 13.6.2  , no appointmenttoth e Board shall be
challenged on grounds of imbalance.



13.8

13.9

13.10

13.11

13.12

14.

15.

15.1

15.2

15.3

16.

The Board may co -opt onto the Board, either generally or for specified purposes, persons
who are not Directors and may remove such persons at any time. Such co -opted persons
may be granted voting rights as determined by the Board.

All appointments to the Board in accordance with Article 13.5 shall be approved by an
ordinary resolution of the Council or otherwise any Director appointed to the Board in
accordance with the procedure set out in Article 13.5 shall hold office only until the next
following annual general meeting, and shall then be eligible for re -appointment.

The Secretary of State shall be entitled from time to time to appoint one person as
observer and may remove such person as observer at an y time. The Board shall be
entitled from time to time to appoint other persons as observers and to remove them at

any time. An observer may appoint an alternate observer at any time. The observers

shall, by virtue of their appointment, be entitled to re ceive notice of, attend and speak at
all meetings of the Board and committees of the Board, but shall not be entitled to vote.

All Directors are entitled to hold office for a period of up to three years and shall, subject
to Article 13.12 , retire with effe  ct from the conclusion of the annual general meeting next
following the second anniversary of their appointment.

Directors retiring under Article 13.11 above shall be eligible for re  -election for a further
period not exceeding two years.

NO ALTERNATE DIREC TORS
A Director shall not be entitled to appoint an alternate Director.
POWERS OF DIRECTORS

Subject to the provisions of the Statutes and these Articles and to any directions given by

special resolution, the business of the Company shall be managed by the Directors who
may exercise all the powers of the Company. No alteration of these Articles and no such

direction shall invalidate any prior act of the Directors which would have been valid if that

alteration had not been made or that direction had not been given. The powers given by
this Article 15.1 shall not be limited by any special power given to the Directors by these

Articles and a meeting of Directors at which a quorum is present may exercise all powers
exercisable by the Directors.

All cheques, pro missory notes, drafts, bills of exchange and other negotiable instruments,
and all receipts for moneys paid to the Company, shall be signed, drawn, accepted,
endorsed or otherwise executed, as the case may be, in such manner as the Directors
shall from tim e to time by resolution determine.

A Director must absent himself or herself from any discussions of the Directors in which it

is possible that a conflict will arise between his or her duty to act solely in the interests of

the Company and any personal int erest (including but not limited to any personal financial
interest).

DELEGATI ON OF DI RECTORS®6 POWERS



16.1

16.2

16.3

17.

17.1

17.2

17.3

17.4

The Directors may delegate any of their functions to any committee, other than those
functions referred to in Article 16.2 . A committee shall consist of one or more Directors
and such other persons (if any) not being Directors co -opted on to such committee as the
Directors think fit provided that the number of co -opted persons not being Directors shall
not exceed one half of the total number of members of such committee. Any such
delegation may be made subject to any conditions the Directors may impose and may be

collateral to their own powers and may be revoked or altered. Subject to any such
conditions the proceedings of a committee with two or more mem bers shall be governed
by the Articles regulating the proceedings of Directors so far as they are capable of

applying.

The Directors shall not delegate any of the following functions to a committee:

16.2.1 the approval of the annual estimates of income and expend iture;

16.2.2 the approval of the annual business plan and the key objectives of the Company;
16.2.3 ensuring the solvency of the Company and the safeguarding of its assets;

16.2.4 preserving the charitable status of the Company; and

16.2.5 the appointment or dismissal of the Chief E xecutive.

All acts and proceedings of any committees must be fully and promptly reported to the
Directors.

DISQUALIFICATION AND REMOVAL OF DIRECTORS
The office of a Director shall be vacated if:

he or she ceases to be a Director by virtue of any provision of the Statutes or these
Articles or he or she becomes prohibited by law from being a Director or a trustee of a
charity; or

he or she becomes bankrupt or makes any arrangement or composition with his or her
creditors generally; or

he or she is, or may be , suffering from mental disorder and either:

17.31 he or she is admitted to hospital in pursuance of an application for admission for
treatment under the Mental Health Act 2007 or, in Scotland, an application for
admission under the Mental Health (Care and Treat ment) (Scotland) Act 2003;
or

17.3.2 an order is made by a court having jurisdiction (whether in the United Kingdom

or elsewhere) in matters concerning mental disorder for his or her detention or
for the appointment of a receiver, curator bonis or other person to exercise
powers with respect to his or her property or affairs; or

he or she resigns his or her office by notice to the Company;
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17.6

17.7

18.

19.

19.1

19.2

19.3
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19.5

he or she shall for more than six consecutive months have been absent without permission
of the Directors from meetings of Dir ectors held during that period and the Directors
resolve that his or her office be vacated;

he or she is removed from office at a duly convened meeting of the Council by ordinary
resolution; or

if, by notice in writing delivered to the office of the Compan y, his or her resignation is
requested by a majority of all the other Directors whether present and voting at a meeting
or not.

DI RECTORS6 REMUNERATI ON
The Directors shall not be paid any remuneration unless it is authorised by Article 6
PROCEEDINGS OF TH E DIRECTORS

The Chair shall be entitled to chair all meetings of the Board at which he or she is present.

If at any Board meeting the Chair is not present within fifteen minutes after the time

appointed for holding the meeting or is not willing to preside , the Vice -Chair shall chair the
meeting and if he or she is also not so present or willing to preside, the Directors present

shall choose one of their number to be chair of the meeting.

Subiject to the provisions of these Articles, the Directors may regula te their meetings, as
they think fit. Any three Directors may, and the secretary at the request of any three

Directors shall, call a meeting of the Directors. Questions arising at a meeting shall be

decided by a majority of votes. In the case of an equa lity of votes, the chair of the
meeting shall have a second or casting vote. Notice of every meeting of the Directors

shall be given to each Director, including Directors who may for the time being be absent

from the United Kingdom and have given the Comp any an address within the United
Kingdom for service.

Any Director may participate in a meeting of the Directors or a committee constituted
pursuant to  Article 16 of which he or she is a member by means of a conference
telephone or similar communications e quipment whereby all persons participating in the
meeting can hear each other and participation in a meeting in this manner shall be
deemed to constitute presence in person at such meeting and, subject to these Articles

and the Statutes, a Director partici pating in this way shall be entitled to vote and be
counted in a quorum accordingly. Such a meeting shall be deemed to take place where

the largest group of those participating is assembled or, if there is no such group, where

the chair of the meeting the nis.

The quorum for the transaction of the business of the Directors may be fixed by the
Directors, and unless there is only one sole Director in which case the quorum shall be

fixed at one, or unless so fixed at any other number, shall be the smaller of five or 50% of
the Directors for the time being.

Notwithstanding any vacancies in their number, the continuing Directors or where there is
only one, the sole continuing Director, may continue to act but, if the number of Directors
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21.2

22.

23.

23.1

is less than the number f  ixed as the quorum they (or in the case of a sole Director he or
she), may act only for the purpose of filling vacancies, or of calling a general meeting.

All bona fide acts done by any meeting of the Directors or of a committee constituted
pursuantto Art icle 16 , or by any person acting as a Director shall, notwithstanding that it
be afterwards discovered that there was some defect in the appointment of any Director or
person acting as aforesaid, or that they or any of them were disqualified from holding
office or had vacated office, or were not entitled to vote, be as valid as if every such
person had been duly appointed and was qualified and had continued to be a Director and
had been entitled to vote.

A resolution in writing, signed by all the Directors entitled to receive notice of a meeting of
Directors or of a committee constituted pursuant to Article 16 shall be as valid and
effectual as if it had been passed at a meeting of the Directors or (as the case may be)

such a committee duly convened and held and may consist of several documents in the
like form each signed by one or more Directors or members of the committee (as the case

may be).

AUDI TORS®6 APPOI NT MENAPPONDVMERE

Auditors must be appointed for each financial year of the Company. Other than the
Companydés first financial year, the appointment
auditors as defined in section 485 of the Companies Act 2006.

Auditors cease to hold office at the end of next period for appointing auditors unless and
until they are re -appointed.

SECRETARY

Subject to the provisions of the Companies Act 2006, the secretary (if any) shall be
appointed by the Directors for such term, at such remuneration and upon such conditions

as they may think fit, and any secretary so app ointed may be removed by them, provided
always that no Director may hold office as secretary where such office is remunerated.

A provision of the Statutes or these Articles requiring or authorising a thing to be done by
or to a Director and the secretary s hall not be satisfied by its being done by or to the same
person acting both as Director and as, or in place of, the secretary.

CHIEF EXECUTIVE

The Directors shall appoint a person to act as the Chief Executive of the Company (who

shall be a Director) for such term, at such remuneration (subject to Article 18 ) and upon
such conditions as the Directors may determine and the person so appointed may be

removed by the Directors. The functions of the Chief Executive shall be to carry out the
instructions of the  Directors and administer their policies.

MINUTES
The Directors shall cause minutes to be made in books kept for the purposes:

of recording the names and addresses of all Members;

mu s
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of all appointments of officers made by the Directors; and

of all proceedin gs at meetings of the Company and of the Directors and of committees
constituted pursuant to Article 16 including the names of Directors and committee
members (as appropriate) present at each such meeting.

THE SEAL
If the Company has a seal it shall only b e used with the authority of the Directors or of a
committee constituted pursuant to Article 16  which is comprised entirely of Directors.

The Directors may determine who shall sign any instrument to which the seal is affixed
and unless otherwise so determ ined, every instrument to which the seal is affixed shall be
signed by one Director and by the secretary or another Director.

ACCOUNTS AND ANNUAL REPORT

No Member shall (as such) have any right of inspecting any accounting records or other
book or document  of the Company except as conferred by statute or authorised by the
Directors or by ordinary resolution of the Company.

The Directors must prepare accounts and keep accounting records as required by the
Statutes. The accounts must be prepared to show a tr ue and fair view and follow
accounting standards issued or adopted by the Accounting Standards Board or its
successors and adhere to the recommendations of applicable Statements of Recommended
Practice.

The Directors shall comply with the requirements of t he Charities Act 1993 with regard to
statement of accounts, preparation of an annual report, preparation of an annual return
and their transmission to the Commission.

The Directors shall notify the Commission of
Central Register of Charities.

NOTICES

Any notice to be given to or by any person pursuant to these Articles (other than a notice
calling a meeting of the Directors) shall be in writing and shall be sent to an address for
the time being notified for that pur pose to the person giving the notice.

The Company may give any notice to a Member either personally or by sending it by first
class post in a prepaid envelope addressed to the Member at his registered address or by
leaving it at that address or by giving i tin electronic form to an address for the time being
notified to the Company by the Member. A Member who gives to the Company an address
either within or outside the United Kingdom at which notices may be given to that
Member, or an address to which noti ces may be sent in electronic form, shall be entitled to
have notices given to it at that address, but otherwise no such Member shall be entitled to
receive any notice from the Company.

A Member present in person, at any meeting of the Company shall be dee med to have
received notice of the meeting and, where requisite, of the purposes for which it was
called.

any
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Proof that an envelope containing a notice was properly addressed, prepaid and posted

shall be conclusive evidence that the notice was given. Proof t hat a notice in electronic
form was sent in accordance with guidance issued by the Institute of Chartered Secretaries

and Administrators shall be conclusive evidence that the notice was given. A notice shall

be deemed to be given at the expiration of 24 h ours after the envelope containing it was
posted or, in the case of a notice contained in electronic form, at the expiration of 24

hours after the time it was sent.

If at any time by reason of the suspension or curtailment of postal services within the
United Kingdom the Company is unable effectively to convene a general meeting by
notices sent through the post, a general meeting may be convened by a notice advertised
in at least one national daily newspaper and such notice shall be deemed to have been
duly served on all Members entitled thereto at noon on the day when the advertisement
appears. In any such case the Company shall send confirmatory copies of the notice by
post if at least seven days prior to the meeting the posting of notices to addresses
th roughout the United Kingdom again becomes practicable.

WINDING UP

If upon the winding up or dissolution of the Company there remains, after the satisfaction
of all its debts and liabilities, any property whatsoever, the same shall not be paid to or
distrib uted among the Members of the Company, but shall be given or transferred to some
other charitable institution or institutions having objects similar to the Objects of the

Company, and which shall prohibit the distribution of its or their income and propert y to an
extent at least as great as is imposed on the Company under or by virtue of Article 6
such institution or institutions to be determined by the Members of the Company (and

approved by the Charity Commission and the Secretary of State) at or before t he time of

dissolution, and if and so far as effect cannot be given to such provision, then to some
other charitable object.

INDEMNITIES FOR DIRECTORS

Subject to the provisions of, and so far as may be permitted by, the Statutes and the

Charities Act 1993  but without prejudice to any indemnity to which the person concerned

may be otherwise entitled, every Director, auditor, or other officer of the Company shall

be entitled to be indemnified out of the assets of the Company against all costs, charges,

losses, expenses and liabilities incurred by him or her in the execution and discharge of his

or her duties or the exercise of his or her powers or otherwise in relation to or in
connection with his or her duties, powers or office, including any liability which may attach
to him or her in respect of any negligence, default, breach of duty or breach of trust in

relation to anything done by him or her as a Director, auditor or other officer of the

Company.

RULES OR BYE -LAWS

The Directors may from time to time make such rules or bye -laws as they may deem
necessary or expedient or convenient for the proper conduct and management of the
Company and for the purposes of prescribing classes of and conditions of Membership, and



in particular but without prejudice to the ge nerality of the foregoing, it may by such rules
or bye -laws regulate:

29.1.1 the admission and classification of Members, and the rights and privileges of
such Members, and the conditions of Membership and the terms on which
Members may resign or have their Membe rship terminated and the entrance
fees, subscriptions and other fees or payments to be made by Members;

29.1.2 the conduct of Members of the Company in relation to one another, and to the
Companybs staff;

29.1.3 the setting aside of the whole or any part or parts of the Companybés premise
any particular time or times or for any particular purpose or purposes;

29.1.4 the procedure at general meetings and meetings of the Directors and
committees constituted pursuant to Article 16  in so far as such procedure is not
regulated by these Articles; and

29.1.5 generally, all such matters as are commonly the subject matter of such rules;

provided, nevertheless, that no rule or bye -law shall be inconsistent with, or shall affect or
repeal anything contained in the Memorandum of Association or these Articles.

29.2 The Company shall have power to alter or repeal the rules or bye -laws referred to in
Article 29.1 and to make additions thereto. The Directors shall adopt such means as
they deem sufficient to bring to the notice of Members all such rules or bye -laws made
pursuant to this  Article 29  which, so long as they shall be in force, shall be binding on all
Members.

30. DOCUMENTS SENT IN ELECTRONIC FORM OR BY MEANS OF A WEBSI1TE

30.1 Where the Statutes permit the Company to send documents or notices to Members in

electronic form or by means of a website, the documents will be validly sent provided the
Company complies with the requirements of the Statutes.

30.2 Subject to any requirement of the Statutes, only such documents and notices as are
specified by the Compan y may be sent to the Company in electronic form to the address
specified by the Company for that purpose and such documents or notices sent to the
Company are sufficiently authenticated if the identity of the sender is confirmed in the way
the Company has specified .
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1.2

2.1

Introduction

This Financial Memorandum and Schedules hereto (the Memorandum) set out the
conditions on which The Chief Executive of Skills Funding will provide a grant to the
Learning and Skills Improvement Service (LSIS) as specified in the Financial
Memorandum and Schedules.

This Memorandum covers the period from the 1 April 2011 to 31 March 2012 it will be
extended for a further period of 12 months if further funding is made available following

a Council resolution.

Definitions

For the purposes of this memorandum:

"Chi ef Executivebo means

6Council 6

established by the Apprenticeships, Skills, Children and
Learning Act 2009 and a corporation sole;

means the LSIS Council which represents all FE providers in
England and its members are the members of LSIS

t

he



d&vent of Insolvencyd means the happening of any of the following:

(i) LSIS passes a resolution that it be wound up or
that an application be made for an administration
order or LSIS resolves to enter in to a voluntary
arrangement with its creditors; or

(i) a receiver, liquidator, administrator, supervisor or
administrative receiver is appointed in respect of
LSIS' property, assets or any part of them; or

(iif) the Court orders that LSIS be wound up or a
receiver of all or any part of LSIS assets is appointed;

‘financial year' means the 12 months from 1 April to 31 March;

‘grant’ means monies made available by the Chief Executive
following LSIS Council resolution for utilisation in England:
including;

learning and skills means post-19 education and training and normally

excludes higher education

LSI SO means Learning and Skills Improvement Service, a
registered charity and company limited by guarantee.
.(company number 06454450)

'month’ means calendar month;
6ot her i nc o mméansincome otherthan grants;
6Panel 6 means a performance review panel established by the

Council which will monitor the performance of LSIS

3 Purpose of Grant

3.1 Grant paid by the Chief Executive will be paid pursuant to Section 100(1) of the
Apprenticeships, Skills, Children and Learning Act 2009 and will accordingly be paid only
in respect of approved expenditure incurred by LSIS for the purpose of:

¢ the advancement of education, in particular learning and skills by;

¢ supporting the learning and skills sector to improve the quality and
success rates of its provision for the benefit of learners, employers and the community
to support advancement within the sector and to enhance its reputation;

e supporting and building capacity for greater autonomy within the learning and skills
sector and act as an improvement body, providing support at national, regional, local
and individual levels;

e encouraging, promoting, developing, providing or assisting in raising standards within
the learning and skills sector and help organisations and people, responding to and



3.2

4.1

5.1

6.1

7.1

preparing for policy reforms in the learning and skills sector and leadingt he sect or 0
national improvement strategy;

fostering and supporting leadership improvement, advancement and transformation in
the learning and skills sector and supporting national strategies for teaching and
learning; and

supporting co-operative developments across the learning and skills and higher
education sectors.

In addition to the above, it is recognised that LSIS may engage in a variety and range of
activities for which grant is not paid. The terms and conditions set out in this
Memorandum do not apply to activities funded from other sources, and the paragraphs
which follow should be interpreted as relating to grant-funded activities only. The Chief
Executive nevertheless has an interest in the overall financial strength of LSIS and will
need such information as may be necessary to allow it to form a view of the continued
financial viability of LSIS as a whole.

Conditions of Payment

Payment of grant shall be subject to the conditions and requirements set out in this
Memorandum and to such further conditions and requirements that the Chief Executive
may from time to time reasonably request. These may include arrangements for the
provision of information on results that have been achieved, or, services performed.

The Role of the Chief Executive of Skills Funding

The Chief Executive, as Accounting Officer is accountable for the resources made
availabletoL S1 S. T h e Ch regpbnsiliities arautad ensure that the grant paid
to LSIS is used for the purposes for which it was provided, to monitor compliance with
those conditions by LSIS and to satisfy himself that the financial and other management
controls applied by LSIS are appropriate and sufficient to safeguard public funds, and
more generally, that those being applied by LSIS conform with the requirements both of
propriety and of good financial management.

The role of the Council

The role and responsibilities of the Council are set out in the Companies Act 2006 and

the LSIS Articles of Association. The latter details that the Council will meet a minimum

of three times a year and shall appoint the LSIS Board, adopt the Trustees Annual

Report, approve any changes to the Memorandum and Articles of Association (subject

where necessary to the consent of the Charity Commission) and give consent to the

corporate and business planning process. In addition to its rights under the Companies

Act 2006,t he Counci | wi |l have a performance revi
monitor the performance of LSIS in a manner and to standards equivalent to such

monitoring normally conducted by the Chief Executive. The Panel will report the results of

its monitoring to the Chief Executive.

The role of the LSIS Board

The LSIS Board comprises the trustees of LSIS. It has responsibilities under the
Companies Act 2006 and the Charities Acts. The Board controls LSIS and is responsible
for the stewardship of LSI S0 funds and ot her



8.

governance of LSIS and shall have due regard for publicly available best practice
guidance. It shall, for example, determine whether to appoint an audit committee and a
remuneration committee and such other committees as it sees fit.

The role of the LSIS Chief Executive

8.1 The LSIS Chief Executive is responsible for safeguarding the public funds for which

9.1

9.2

10

he/she has charge; for ensuring propriety and regularity in the handling of those public
funds; and for the day-to-day operations and management of LSIS. The LSIS Chief
Executive shall exercise the following responsibilities in particular:

ensuring that the annual accounts are prepared in accordance with the relevant
Companies Act 2006) and Statement Of Recommended Practice (2006) and any other
relevant legislation or guidance;

observing the conditions laid down by the Chief Executive for administering the grant;
safeguarding all public funds and assets in the charge of LSIS;

ensuring that public funds are applied only to the purposes of LSIS as approved by the
Council that proper financial procedures are followed, that financial records are
maintained and are suitable for the requirements of management;

producing corporate and / or business plans as directed by the LSIS Council and
Board.

Grant Assessment

The amount of grant to be paid to LSIS in any financial year will be determined by
Council resolution after considering the estimates of income and expenditure and after
taking account of LSI S6 general financi
the needs of the sector and other competing demands on educational resources.

The Chief Executive shall send to LSIS no later than February each year, a formal
statement confirming the amount of grant allocated subject to funds being made
available by the Secretary of State for Business Innovation and Skills. LSIS shall then
provide the Chief Executive with a monthly profile of planned expenditure for the
activities supported grant no later than March each year.

Payment of Grant

10.1 Grant will be paid in monthly installments. Written applications for installments of grant

shall be submitted in such a form and time, and with such supporting evidence, as
prescribed by the Chief Executive. Payment will be made by the Chief Executive within
14 days of the receipt of a satisfactory grant application. The grant application for
approved expenditure must be certified by the Chief Executive of LSIS or another senior
officer nominated by him for that purpose in advance.

10.2 Any amount of grant which has been paid to LSIS but remains unexpended on relevant

expenditure at the end of each in-year monthly funding period shall be taken into
account in determining the grant to be paid in the following in-year monthly period.

a l

P



10.3 Any grant not paid by the Chief Executive by 31 March shall not be available for use by
LSIS in the following financial year without the agreement of the Chief Executive. Any
grant issued to LSIS but which remains unexpended on 31 March shall be repaid to the
Chief Executive except where he agrees that it can be carried forward into the next
financial year.

10.4 For the avoidance of doubt LSIS' trustees shall have sole determination over current
and future LSIS reserves which are derived from sources of income other than the grant
paid by the Chief Executive.

11 Financial Management

11.1 LSIS shall ensure that any grant from the Chief Executive is used only in accordance with
the terms of this memorandum. Financial records prepared by LSIS shall also
distinguish grants and other income and the expenditure financed by them.

11.2 LSIS shall maintain a sound system of internal financial controls, and shall require its
external auditors, as part of their audit, to report on the adequacy or otherwise of that
system. LSIS will also need to take adequate measures to safeguard itself against fraud
and theft.

11.3 LSIS shall ensure that the risks which it faces are dealt with in an appropriate manner,
having due regard for the relevant aspects of best practice in corporate governance,
including developing a risk management strategy.

11.4 LSIS shall take all reasonable steps to appraise the financial standing of any firm or other
body with which it intends to enter into a contract or to give grant.

12 Internal audit

12.1 LSIS is responsible for ensuring that the systems governing the grants provided by the
Agency are subject to independent review in order to obtain an assurance on the
adequacy of the system of internal control and safeguards against fraud.

12.2 The Chief Executive and/or his nominated representatives shall also have a right of
access to all documents prepared by the LSIS internal auditor, including where the
service is contracted out. In addition, the Agency shall have a right of access to all LSIS6
records and personnel for purposes such as audits and operational investigations.

12.3 LSIS shall also forward to the Chief Executive an annual report on fraud and theft
suffered by LSIS; notify any unusual or major incidents as soon as possible; and notify
any changes to internal auditdés terms of [
referenceorLSIS6 Fr aud Policy and Fraud Response Pl

13 Borrowing

13.1 Inrelation to the grant funding, shall LSIS shall observe the rules set out in Section 5 of
Managing Public Money when undertaking borrowing of any kind and must ensure any
financial guarantees and indemnities given by LSIS in relation to the grant funding are
adequately covered against un-drawn resources.



14  Delegated Authority

14.1 LSIS shall be free to incur expenditure relevant to the programme and targets approved
by the Council and Board and for which grant is payable without further reference to the
Chief Executive.

15 Assets

15.1 LSIS shall maintain an accurate and up-to-date register of its fixed assets. The register
will record the proportion of grant applied to the purchase of each item.

15.2 Where the market value for individual items exceeds £2,500, LSIS shall consult the Chief
Executive if it proposes to dispose of, or change the use of, a tangible asset (e.g. land,
building and equipment) or intangible asset (e.g. copyrights) which has been financed
wholly or developed with grant from the Chief Executive or which has been substantially
improved by the use of such funds, including agreeing whether an appropriate
proportion thereof shall be at the disposal of the Chief Executive.

15.3 LSIS may normally retain receipts derived from the sale of assets with a value of under
£2,500 financed wholly or in part with grant from the Chief Executive of Skills Funding
provided that:

they are used to finance other capital spending;
and total sales in any financial year do not exceed £10,000.

15.4 Where LSIS has financed expenditure on capital assets by a third party using funding
provided by the Chief Executive, LSIS shall make appropriate arrangements to ensure
that any such assets above a value of £2,500 are not disposed of by the third party
without LSIS6 pri or consent.

16 Fees and Charges

16.1 LSIS shall consult the Chief Executive about any charging policy it proposes to
implement in respect of the provision for which it receives or may receive grant from the
Chief Executive.

17 Procurement

17.1 LSIS shall have regard to HM Treasury guidelines in the procurement of goods and
services for which it receives grant so as to secure best value for money. In particular,
contracts of work, equipment, stores and services etc. awarded by LSIS shall be placed
on a competitive basis, unless there are good reasons to the contrary. Tendering
procedures shall also be in accordance with the relevant EC Directives and any
additional guidance issued by the Departments and related legislation.

18 Insurance
18.1 LSIS shall maintain at its own cost a policy or policies of insurance to cover professional

i ndemni ty, empl oyer 6s | i ab other liakylity af IS t@thidd | i ¢
parties as may be required having due regard for wider value for money considerations.



19 Liability

19.1 The Chief Executive shall not be liable for any occurrence or act, omission or default
whatsoever which may arisefrom L SI1 S&6 performance of its ob
Memorandum.

19.2 LSIS shall forthwith notify the Chief Executive of any claim brought against LSIS arising
out of or relating to LSIS6 performance of

19.3 The Chief Executive shall not be liable to LSIS for any indirect or consequential loss,
damage, injury or costs whatsoever arising out of any failure by the Chief Executive to
provide funding under this Memorandum.

20 Trustees Annual Report

20.1 After the end of each financial year LSIS shall publish an annual report of its activities
together with its audited annual accounts in accordance with the requirements of the
Charities Act 2006. The report shall also cover the activities of any corporate bodies
under the control of LSIS.

202The report and accounts shal/l outline LSI SO
previous financi al year and set dnfoimationnon s u mn
performance against key financial targets shall be included in the notes to the accounts,
and shall therefore be in scope of the audit.

20.3 The auditor's report in addition to giving an opinion on the accounts as they stand, should
say whether, in the auditor's opinion, grant income has been properly applied in
accordance with this Memorandum.

204Subject to ongoing Board resolution LSI SO0 a
Auditor General (C&AG). The C&AG may also, pursuant to Section 6 of the National
Audit Act 1983, carry out examinations into the economy, efficiency and effectiveness
with which LSIS has used its resources in discharging its grant funded activities.

21 Information

21.1 LSIS shall provide the Performance Review Panel with quarterly performance
information comparing what it has achieved with what it had planned to achieve and the
Panel shall report to the Chief Executive a summary of its monitoring procedures and
conclusions. LSIS shall also provide the Chief Executive with information concerning its
draw-down of grant.

21.2 LSIS shall also provide the Chief Executive with such information about the organisation,
operation and financial control of its affairs as he may from time to time reasonably
request. LSIS shall also submitatthe Ch i e f E x discnetion, forecasss of income
and expenditure for subsequent financial years. The forecasts shall distinguish between
capital, project and administrative expenditure. For this purpose, capital expenditure
shall be taken to include expenditure on land or buildings, or on fixed assets, equipment
or vehicles having expected life of more than one year and where the individual item of
expenditure exceeds £2,500.

22 Recovery of Grant



22.1 If LSIS does not comply with any of the conditions and requirements contained within the
Financial Memorandum it shall meet with the Chief Executive to discuss the reasons for
any failure to comply with the conditions and shall seek to agree the measures to be
taken by LSIS to remedy the failure.

22.2 If so requested by the Chief Executive, LSIS shall prepare within a time limit specified by
him a remedial plan (to be agreed by the Chief Executive) setting out the steps that it
will take to ensure that the performance measures are achieved. The Chief Executive
shall specify a reasonable period for LSIS to implement the remedial plan. The Chief
Executive may ask the Panel to review such a remedial plan.

22.3 This remedial plan addressing the issues raised shall include clear targets. LSIS will
include in its remedial plan decisive actions to meet milestones. The Chief Executive or
his representative will meet with LSIS to discuss and reach agreement on
implementation of these actions and milestones and agree arrangements for monitoring
and reviewing progress. In such cases reviews will take place at frequencies specified
by the Chief Executive and in agreement with LSIS.

22.4 If LSIS and the Chief Executive are unable to agree the remedial plan or if LSIS fails to
use reasonable endeavours to implement the remedial plan in all material respects
within the time limits specified by the Chief Executive, he may cease or reduce payment
of grant in respect of those areas of activity to which the remedial plan relates with
immediate effect or on a specified date by notice in writing, having given LSIS the
opportunity to make representations.

2251 n the event that LSI S0 failure to comply wi
is incapable of remedy and as a consequence the Chief Executive is unable to satisfy
himself that the funding or part of the funding provided to LSIS by him is being used for
the purposes for which it has been provided, the Chief Executive may immediately
cease all or part of the funding paid to LSIS under this Memorandum having given LSIS
the opportunity to make representations.

23. Termination
23.1 This Financial Memorandum may be terminated:

e Dby either the Chief Executive of Skills Funding or LSIS giving not less than 12 months
notice in writing to the other party;

e with immediate effect, by the Chief Executive of Skills Funding on an Event of
Insolvency;

¢ by the Council in the event that it ceases to pass a resolution to provide future funding
under clause 9.1.

23.2 For the avoidance of doubt the Chief Executive will have no liability to meet any costs
arising from termination of this Memorandum.

24. Revision
24.1 After consultation with LSIS, the Chief Executive may from time to time revise, revoke or

add to any of the terms of this Memorandum. LSIS may itself make representations to
the Chief Executive of Skills Funding for revision, revocation or addition.



25. Interpretation

25.1 Questions arising on the interpretation of the arrangements in this Memorandum shall be
resolved by the Chief Executive of Skills Funding after consultation with LSIS.

26. Effective Date

26.1 The Chief Executive and the Chief Executive of LSIS signify below, and on a duplicate
copy, their acceptance of the terms and conditions of this Memorandum which become
effective from the date of signing. This agreement shall be held by LSIS and the
duplicate copy by the Chief Executive.

Signature

Name (Print) GEOFF RUSSELL
Position Chief Executive
Date 31 March 2011

(on behalf of the Chief Executive of Skills Funding)

Signature

Name (Print) ROB WYE

Position Chief Executive Officer
Date 31 March 2011

(on behalf of LSIS)



Legislative background

The Learning and Skills Improvement Service is a ‘private company limited by guarantee and not
having share capital’. It is a registered charity.

It lies in the public sector for the purpose of compiling national accounts.

Its principal governing documents are its Articles of Association and the Funding Agreement made
with its sponsor (currently the Skills Funding Agency).

Membership of the Board

The Board consists of:

a) A chair who shall be a director;

b) Between three and thirteen other directors;

¢) Such other people as the directors may co-opt. When co-opting other people to the Board the
directors shall determine whether or not the co-optee shall have the power to vote.

All the directors are also trustees of the charity.
The Chief Executive is an officer of the company and not a director.

Quorum
The quorum for any meeting of the Board is the smaller of five or 50 % of the number of Trustees (if
necessary rounded up to the nearest whole number).

Role of the Chair

The Chair shall preside at every meeting of the Board. It is the role of the Chair to see that the
Board’s business is conducted in an orderly fashion and to ensure that Trustees and other members
of the Board obtain a fair hearing.

The Chair is also responsible for leading each meeting of the Board to reach decisions on the
matters before it. The Board will normally make determinations by consensus. Where the Chair
believes it to be in the interest of the progress of the meeting or where it is proposed and seconded
by two members present a decision shall be made by a vote. The Chief Executive is not entitled to
vote. In the case of an equality of votes, the Chair shall have a second or casting vote.

Collective responsibility

In the event that a Trustee or other member of the Board dissents from a particular determination
they may ask for their dissent to be recorded in the minutes of the meeting. Once a determination
has been made all members of the Board should support it.

Appointment of an alternative chair
In the event that the Chair is either absent or not present within five minutes after the time
appointed for the start of a Board meeting the Vice- Chair will take the chair. If the Vice-Chair is also



not present the Trustees present should appoint one of their number to chair that meeting. The
Chair of the Board should not chair the meeting when his/her remuneration is being discussed.

Chief executive

The Chief Executive is appointed by the Trustees and may be removed by them (but only in
accordance with employment law). When contemplating taking any action which might lead to the
removal of the Chief Executive the Trustees shall take specific legal advice. The Chief Executive shall
be responsible for bringing to the attention of the Board any opinion the Chief Executive may form
that the Board are contemplating a misuse of public funds.

Company secretary
The company secretary is appointed by the trustees and may be removed by them. The company

secretary will advise the Chair on the conduct of the Board’s business and on agenda planning.

Conflict of Interest
The Board has adopted a policy on conflicts of interest and all Trustees and staff must abide by that
policy.
All Trustees are required to complete a register of interests on appointment. Trustees must notify
the company secretary when any changes to the register need to be made. The registers of interest
will be made publicly available.

All Trustees must abide by LSIS’s policy on conflicts of interest and notify the Chair and the
company secretary of any circumstances in which it is possible that a conflict will arise between their
duty to act solely in the interests of the charity and any personal interest (including but not limited
to any personal financial interest).

Each Trustee has a personal responsibility to consider their position with regard to conflict of
interest prior to any meeting of trustees. In addition the company secretary will consider the agenda
of each meeting in the context of the register of interests and advise the Chair accordingly.

Attendance at meetings
In addition to the members of the Board and company secretary the other individuals who shall

attend Board meetings are:

a) An observer appointed by the sponsor (the Secretary of State for the Department of Innovation,
Universities and Skills or any successor body thereto);

b) Any other person appointed by the Board as an observer;

c) Any LSIS employee invited by the Chief Executive;

d) Any other individual invited by the Chair.

Observers may appoint alternate observers. Trustees may not appoint alternates.
Observers must adhere to the LSIS Code of Practice for Observers.

Timing of meetings
The company secretary shall maintain a forward schedule of planned meetings and the likely
business to be conducted at each meeting. This schedule shall be periodically circulated to all



trustees and trustees have a standing invitation to suggest items of business they would wish to see
discussed. Any Trustee may call a meeting.

The Chief Executive or the Chair may request the company secretary to call an unplanned meeting.
The company secretary shall endeavour to give at least 14 days notice of unplanned meetings.
Notice of every meeting shall be sent to each trustee and to each observer. Notice of meetings may
be sent by e-mail.

All notices of meeting shall give the time and place of the meeting. All notices of unplanned
meetings shall declare the business to be transacted at the meeting.

Agendas and Papers

The forward schedule of planned meetings shall be periodically circulated to all Trustees and
Trustees shall have a standing invitation to suggest items of business they would wish to see
discussed.

Trustees should provide the company secretary with a copy of any paper they wish to see the Board
discuss at least fifteen days before the meeting at which they wish to see it discussed. The company
secretary will immediately distribute copies of any such paper to the Chair and Chief Executive. The
Chief Executive will determine whether or not any such paper requires an additional commentary to
be provided. After consulting with the Chief Executive and company secretary the Chair shall make
the final determination of the agenda for each meeting.

Papers will normally be available to the public after the meeting at which they were presented.
Where papers or parts of papers may not be published this will be indicated to the Board at the time
the paper is first circulated. The Board will decide for each paper what may be published.

The company secretary will arrange for meeting papers to be sent to Trustees and Observers seven
days before the date of the relevant meeting.

Irrespective of recommendation on publication, all papers are confidential to members until the
Board’s decision on publication at the meeting at which the paper is considered.

Conduct of Meetings

The conduct of each meeting is the responsibility of the Chair. Where the chair is absent either the
Vice Chair (if present) or a member selected from those in attendance will chair the meeting. The
company secretary may advise the Chair during the course of the meeting. The company secretary
shall prepare a briefing for the Chair for each meeting.

The Chair shall ask the presenter of the paper whether any errors have been discovered or whether
there have been any significant developments since the paper was written. The Chair shall then ask
the Board whether they have any questions on the paper. Discussion shall then take place on the
recommendation in the paper. There are three possible outcomes for any recommendation
(incorporating any amendments that have been approved). These are:

a) The recommendation is approved

b) The recommendation is not approved

¢) The recommendation has not been determined.

In determining an agenda for a meeting the Chair may declare an item to be “starred”. Where an
item is declared to be starred the recommendation of the paper will be recorded in the minutes as a
determination of the Board without discussion of the item unless a trustee or other member of the
Board has asked for the item to be “unstarred”.



Minutes of meetings
The company secretary shall arrange for minutes to be kept of each meeting of the Board.

Draft minutes of each Board meeting will be provided to the chair for consideration and thereafter
to the next available meeting of the Board for approval.

Committees
The Board may appoint such committees as it pleases save that the Board shall appoint an Audit

Committee and a Remuneration Committee. The Board shall determine the terms of reference of
any committee it appoints. The Chair of each committee shall report on its work to each meeting of
the Board.

All committees shall have a minimum of three members of which at least two shall be trustees. The
quorum for a committee meeting shall be two.



3. ROLES AND RESPONSIBILITIES

This section outlines the various roles and responsibilities of the LSIS governing bodies and their
terms of reference. These documents are derived from the Articles of Association and the Funding
Agreement and from Statute, primarily the Companies Act 2006.

The role of Council

The role of the Board

The role of the Chair

The role of the Chief Executive

The committees of Board — Audit, Remuneration and Finance & General Purposes

The Performance Review Panel of Council

The division of duties between the Board, Council and committees

Schedule of delegations to the Chief Executive



Matters reserved for the council

Regulations and control

As the “owner” of LSIS the Council will:

1. Approve recommendations to change/amend the company’s Articles of Association in General
Meeting.

2. Receive the annual report and accounts at the Annual General Meeting.

3. Approve the appointment of Trustees at the Annual General Meeting in accordance with the
Articles of Association.

4. Approve the transfer of charity property to another charity with substantially similar objects in
General Meeting

5. Establish/review/amend terms of reference and reporting arrangements of the Performance
Review Panel.

6. Approve the corporate plan.

7. Agree to the payment of funds from the Skills Funding Agency to LSIS.

Monitoring

1. Receive and review such reports as the Council requires from the Board and its sub-committees.

2. Receive and review reports on the performance of the company in delivering against agreed
strategy.

3. Report, through the Performance Review Panel, to the Skills Funding Agency and the wider FE

Sector.



Matters reserved for the board

Chief E






























































































































































































































