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RESOURCES

ADVANTAGES OF BECOMING A CHARITABLE
INCORPORATED ORGANISATION

This information sheet aims to inform you about what it means to become an Incorporated Charity and
explains what the advantages of this are. We hope that it helps to inform the early planning stages as
you prepare to embark upon the process of becoming a Charitable Incorporated Organisation (CIO).

Incorporation

There are two types of legal bodies: an individual person or a corporate body. If an organisation
becomes a corporate body (incorporated), it is seen in the eyes of the law as a “person” in its own right.
This means it can sue and be sued.

A CIO therefore creates a separate legal entity and has the benefits of a corporate identity, so it can
hold property and enter into contracts in its own right. Its trustees and members will not be personally
liable for what it does and for the debts of the CIO as long as the decisions are reasonable and lawful.
An unincorporated organisation has to hold contracts and property directly by the
charity trustees (as individual people), so contracts and agreements are made

personally by each individual trustee, rather than by a corporate body.
This means if things go wrong, the trustees can be sued individually.

Limited liability

A CIO offers limited liability — this means that in the event of liquidation or
litigation any debts will be paid out of the organisation’s funds and once
these have been exhausted trustees are not personally liable for any further
funds. However, trustees of an unincorporated association have personal v
unlimited liability. Trustee indemnity insurance can be taken out,
but may not be sufficient for litigation. :

One regulator

A CIO offers a modern legal structure specifically for
charities, regardless of income. It only has one
regulator; The Charities Commission, rather than the
more complicated structure of being a registered
charity and a company limited by guarantee, where
charities are regulated by The Charities Commission
and Companies’ House.



ADVANTAGES OF BECOMING A CHARITABLE

INCORPORATED ORGANISATION

More attractive to prospective trustees

The advantages of having limited liability may attract future trustees.

Safeguards the future of the charity

Your organisation may not be thinking of employing anyone, entering into contracts or
owning/leasing any property, but it gives more flexibility for future developments in the
community.

Running to accepted standards

As a registered charity, this demonstrates that you are run to accepted standards. This invokes
confidence for stakeholders and ensures sustainability. It also attracts funding/donations.

Opens up new funding sources

As a CIO you can register with HMRC and are then eligible for Gift Aid, which means
the government will give 25p in every £1 Gift Aided. This can be incredibly 4
important if someone leaves a legacy. As a ClO you are registered on a database f
with The Charities Commission which allows a solicitor to easily find local

7
organisations to which an individual may wish to leave an amount in their will. /|
K.

Some funders will only fund registered charities.
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