Types of Charitable Organisation (TEST PIECE from ‘Finding Funding’)

Starting an organisation: Most organisations start when a group of people come together to pursue a common aim or interest. To form an organisation, they need to establish a set of rules for the organisation, e.g., a constitution. This is required:

· to ensure that an organisation’s aims are clear and agreed by its members;

· to provide mechanisms for making decisions and resolving disputes;

· to gain credibility with bank managers and funders;

· to outline responsibility for different aspects of running the organisation and to ensure accountability;

· to enable the organisation to register as a charity, an industrial and provident society or a company limited by guarantee (see below)

Once a draft constitution has been agreed, it needs to be formally adopted at a meeting. From that point, in accordance with the constitution, a management committee is elected and officers (Chairperson, Secretary, Treasurer etc) are elected or appointed and new members can join. The organisation can also open a bank account in the name of the organisation.

The above describes a structure which is suitable for a small organisation renting premises and with few paid staff. If its aims meet charitable objects – and it has a regular income of over £1000 per year - it has a legal obligation to register as a charity.  At this stage, whether registered as a charity or not, the organisation is legally defined as being an unincorporated association. An unincorporated association has no separate legal existence and therefore can only acquire property, enter contracts, or commence legal proceedings in the name of members of the management committee (also known as trustees) -  who may become personally responsible for the organisation’s obligations and debts.  

Only incorporation as a company or as an industrial and provident society will give your organisation a separate legal identity and protect, in most circumstances, members of the management committee from personal liability.  For these reasons medium to large organisations usually apply to become incorporated. It is possible to be both incorporated and be registered as a charity. 

Incorporated organisations are usually also structured along democratic lines, the arrangements being set out in their memorandum and articles of association. If, however, you want your organisation to have another structure, you need to seek legal advice. 

www.volresource.org.uk/Vrdocs/ind_maf.htm has a useful checklist in starting an organisation. The Charity Commission’s website – www.charity-commission.gov.uk/publications/ccpubs2.asp contains a wealth of advice both on starting an organisation and registering as a charity. See in particular their publication CC22 Choosing and Preparing a Governing Document which you can download together with a model constitution and a set of memorandum  and articles that you can adapt for your purposes. For becoming incorporated as a company see – www.companies-house.gov.uk 

