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Understanding Independent Trustees in EOTs

Independent trustees serve as impartial, expert guardians of the trust’s purpose—to
benefit employees—bringing objectivity, governance rigour, and external credibility.

What Is an Independent Trustee?

An independent trustee is a person or professional entity who is not an employee, former
employee, shareholder, or close affiliate of the business. Their role is to ensure
decisions made by the trust are fair, transparent, and aligned with the long-term interests
of employee beneficiaries.

Case Study:

In a mid-sized design consultancy transitioning to EOT ownership, tensions emerged
between employee trustees advocating for immediate profit distribution and
management trustees favouring reinvestment. The independent trustee facilitated an
evidence-based compromise—splitting profits into reinvestment and bonuses—while
reinforcing the trust's long-term obligations and ensuring compliance with the EOT deed.
This resolution preserved trust unity and reassured staff that decisions were fair and
balanced.

Why an Independent Trustee Is Necessary

Having a neutral voice reduces risks of internal bias, conflict, or regulatory missteps that
could jeopardise the trust’s legal status or employee confidence.

Key Necessities:

« Objectivity: Independent trustees aren’t influenced by personal gain, enabling
impartial decisions.

« Compliance Assurance: They help maintain at least 51% EOT ownership and
ensure adherence to trust deed terms.

« Conflict Mitigation: In disputes between management and employee trustees,
they act as an arbiter.

« Safeguarding the Trust’s Purpose: They reinforce decisions that balance
employee benefit with business sustainability.
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Benefits of Having an Independent Trustee

Independent trustees contribute governance credibility and continuity, especially during
times of transition or growth.

Practical Benefits:

« Enhanced Governance Standards: They bring expertise in law, finance,
governance, or risk management.

« Increased Employee Confidence: Their impartial presence signals fairness and
transparency.

« Improved Strategic Decision-Making: They provide external perspective not
clouded by internal pressures.

« Long-Term Focus: Their guidance helps avoid short-term thinking driven by
immediate stakeholder demands.

« Risk Reduction: They proactively help identify compliance, reputational, and
operational risks.

Key Responsibilities of an Independent Trustee

Clear expectations must be established and documented to ensure the independent
trustee can act effectively.

Core Duties Include:

« Attending and voting at trustee meetings
Overseeing trust compliance with legal and financial requirements
Reviewing profit distributions and employee benefit schemes
Participating in strategic planning decisions
Acting as a neutral voice in internal trustee disagreements
Ensuring annual reporting obligations are met

Appointing and Working With an Independent Trustee

Selecting the right individual or firm is critical to building trust and maintaining
operational balance.

Implementation Steps:

1. Define Selection Criteria: Look for legal, financial, governance, or EOT
experience.

2. Ensure Independence: Avoid connections to current employees or owners.

3. Set Clear Terms: Use the trust deed to outline role, powers, remuneration, and
tenure.

4. Support Induction: Provide business context, key documents, and access to
senior stakeholders.

5. Schedule Regular Reviews: Assess performance annually to ensure alignment
with trust goals.
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: Is an independent trustee mandatory?
: No, but it is considered best practice and strongly recommended in all but the
smallest EOTs.

: Who can act as an independent trustee?
: An independent trustee must be free from any material or recent connection to the
company. Suitable individuals may include:

e Experienced management consultants with a background in governance, strategy,
or employee engagement

¢ Qualified accountants with no prior financial involvement in the business
e Practising or retired solicitors with trust law or corporate governance experience

¢ Non-executive directors from other sectors who bring external oversight and risk
management capability

e Professionals from employee ownership advisory bodies or governance
organisations

: Can there be more than one independent trustee?

: Yes. Larger EOTs may appoint multiple independents to balance trustee boards,
support more complex governance, and provide diverse expertise.
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