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Conversion to charitable status – a new era for NGBs?
As you may have seen in the press, Wright Hassall client, British Dressage recently became a registered charity. In securing charitable status, British Dressage, the NGB for the Olympic discipline for dressage, has ushered in a new era for sporting national governing bodies.  With activities and purposes which were already closely aligned to charitable principles, British Dressage now has a legal structure which enables it to make the most of its resources and the benefits that arise from its activities.
Could charitable conversion be the right step for your organisation?
The most obvious reason to consider conversion is financial; charities can take advantage of favourable tax terms and business rates and can link into sources of funds allocated exclusively for charitable purposes. In an environment where operating costs are increasing and limited resources are being stretched ever further, becoming a charity could help you maximise your income and resources:
· Reduced operating costs: charities do not have to pay income/corporation tax, capital gains tax, or stamp duty; gifts to charities are free of inheritance tax; and charities qualify for reduced business rates and special VAT treatment in some circumstances.
· Maximising resources: charities can receive gift aid on membership fees, corporate donations and sponsorship.
· Access to new funding opportunities: charities can often raise funds from the public, grant-making trusts, central and local government and the EU more easily than non-charitable bodies.
· Brand enhancement: charities can reassure the public and their supporters that they are monitored and supported by the Charity Commission as well as benefiting from a sense of public goodwill engendered by being a charity.
However, in return, there are strict criteria, laid down by the Charities Act 2011, and monitored by the Charity Commission, with which charities must comply.
Is conversion right for everyone?
Conversion to charitable status is not for every organisation. Careful consideration needs to be given to the longer term objectives of your organisation alongside the potential benefits (set out above) and additional requirements (as set out below) of charitable status:
· A transfer into a charity is irreversible.
· A charity’s objects must be exclusively “charitable”; which are for the public benefit. The public benefit test is crucial: all the aims of the charity must be for the public benefit – a charity cannot have some aims for the public benefit and some that are not.
· Charities are subject to the jurisdiction of the Charity Commission, which has wide ranging powers, as well as increased statutory compliance including increased filing and reporting requirements.
· Trustees must not gain any personal benefit – there are strict rules on campaigning and trading and the receipt of financial benefits by trustees (eg salaries or awarding business contracts to a trustee’s own business). Trustees also need to avoid personal interests conflicting with the interests of the charity; and there are various financial reporting obligations according to the size of the charity.
· Trustees can be made personally liable for misappropriation of funds.
What do I need to think about when converting to charitable status?
There are a lot of things to think about when converting.  Here are our top five tips for a successful conversion:
1. Conduct an initial feasibility study – ensure you undertake a detailed study to ascertain whether conversion is right for your organisation including an assessment of current activities and objects.
2. Choose the right legal structure – ensure you choose the right legal structure to enable you to achieve charitable status whilst retaining the benefits from carrying out commercial activities.
3. Stakeholder engagement – engage members and key stakeholders in the conversion process at an early stage.
4. Liaise with the Charity Commission – engaging the Charity Commission at the right stage, and providing the right information, is crucial in securing a smooth conversion.
5. Post conversion – the hard work doesn’t stop on a successful conversion!  Remember, all registered charities have on-going obligations so ensure you have arrangements in place to meet your changing obligations (e.g. regular reviews of activities, appropriate risk assessments, regular Trustee training etc.).
For further information contact: 



Rachel Gwynne, Wright Hassall LLP
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