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NGBs and Charities – a basic guide
1. Why does an NGB need to think about charities?

· You may want to be able to advise your clubs about whether they can register as a charity

· You may want to set up a charity to take on or fund particular aspects of the NGB’s activities

· If the sport you are governing is wholly amateur with no paid participants then the NGB itself may be able to register as a charity.

2. Is it charitable to promote sport?

· Yes the Charities Act 2011 includes promoting amateur sport.  

· But not all sports are currently accepted as being “healthy” enough to be charitable.  Angling, ballooning, billiards, pool, snooker, crossbar, rifle shooting, pistol shooting, flying, gliding, motor sports, and parachuting are currently not considered charitable. (Although if you have research showing it improves physical or mental health we think you could challenge this).

· Sports that are expensive may also have difficulty showing that they are open to all. Charities have to operate for public benefit and also provide opportunities for those who cannot afford the costs of participation. 

· Have a look at the Charity Commission publication RR11 http://www.charity-commission.gov.uk/Publications/rr11.aspx  We are waiting for more guidance from them on sport but this will be helpful in the meantime.

3. Why bother with charities?

· Much of the NGB costs related to grassroots sport are not usually tax deductible.  On the other hand, giving to the charity is tax efficient.  Donations from the NGB to the charity come out of the NGB’s pre-tax profits.  

· There may be an opportunity to access further funding from charitable trusts that would not consider giving a grant to the NGB but would give to a charity.  

· The charity may be able to attract donations and legacies from high net worth individuals, who can give to a charity tax efficiently.  For every £1 given by an individual UK taxpayer, a charity can obtain a further 25p from the HMRC under Giftaid.

· Charities pay no tax on any profits from charitable trading.

· Where property is occupied wholly or mainly (i.e. over 50%) for charitable purposes there is 80% mandatory and 20% discretionary rates relief.

4. What are the dos and don’t for a charity?

A charity can for example:

· fund improvements to facilities used for grassroots sport where facilities are open to all;

· promote community participation in sport, e.g. supporting local community clubs by training coaches

· promote literacy and numeracy programmes that use sport as a tool; 

· promote education and physical education for young people e.g. holiday courses, schools coaching programmes and teacher training days

· tackle racism

· help disabled people play the relevant sport

A charity cannot, amongst other things:

· fund facilities used by clubs that do not have open membership policies or who pay players (unless the facilities are used by unpaid players only);

· support professional clubs or a professional club’s youth academy;

· support paid players or the professional game

· run programmes that are only benefit adult elite sportsmen and sportswomen

· run sports competitions or programmes that only open to a small number of elite adult players

5. How do you set up a charity?

· Decide on your legal form e.g. trust, CIO or companies limited by guarantee (CLG).  We usually suggest a CLG.

· A CLG needs members (the equivalent of shareholders) and directors (who are the charity trustees).  There are a number of common models:

i. The NGB would be sole corporate member of the charity with the right to appoint and remove the trustees.  The advantage of this is that the constitution and name of the charity can only be changed by the NGB.  

ii. The charity trustees can be the same people as the members and they appoint their successors.  The NGB could have rights to appoint a certain number of trustees but this right cannot be entrenched.

· Note that charity trustees cannot generally be paid by or receive benefits from the charity, unless there is a specific authority in the charity’s constitution or from the Charity Commission. 

· Once the charity has been formed you need to register with the Charity Commission and HMRC. 

6. Don’t forget

· The charity is a separate legal entity.  There are formation costs and on-going administration, which includes filing forms and accounts with the Charity Commission and Companies House, holding board meetings for trustees, maintaining company books (if the charity is set up as a company), using separate notepaper and having a separate bank account.

· As a charity the organisation is regulated by the Charity Commission that has wide powers to investigate and intervene in the running of the charity if things go wrong.

· Assets given to the charity cannot be returned – once a charity always a charity.  On dissolution the assets of the charity must be given to another charity.

· Charities are limited in the activities they can undertake (see above).

7. Getting the relationship with the NGB right

You should take advice to get the relationship with the charity right.  Things to consider include:


Independence

· To comply with charity law, the charity must independent of the NGB.  A charity must further its charitable aims (e.g. promoting community participation in the sport) it cannot promote the NGB or the elite end of the sport.  The NGB may talk about grassroots participation as a way of winning medals, the charity should be looking at grassroots participation as an end in itself. The trustees need to ensure that this is reflected in their board discussions, minutes and charity literature.

· Trustees must, when sitting on the board of the charity, always act in its best interests.  Some members, directors or employees of the NGB could be on the board of the charity but there would also need to be some independent trustees to manage conflicts of interest.

Cross charging and staff

· The charity cannot subsidise the non-charitable activities of the NGB but it can, if required, pay for use of the NGB’s staff, office space, administrative services such as payroll, etc.  There needs to be a contract governing how these charges are calculated.  Usually, associated charities are re-charged at cost, if a profit is made by the NGB then the charity should consider if there are cheaper alternatives.

· There will be VAT to pay on any cross charge, unless a VAT group is set up.  This is usually possible where the NGB is the sole company law member of the charity.

· The charity may employ its own staff or have staff seconded by the NGB.  It may also by agreement use NGB staff (for which the NGB cross charges)


Accounts 

· If the NGB is the sole company member of the charity it is technically a subsidiary.  Accounting practices vary about whether to consolidate accounts. If consolidated accounts are prepared it must be clear that the assets of the charity are not available to the NGB’s creditors.  Separate accounts for the charity need to be prepared for submission to the Charity Commission.


Tainted Donation Regulations

· Where the NGB gives donations to the charity you must be careful to ensure that the NGB does not receive any benefits from the charity.  Any contractual payments by the charity to the NGB must be negotiated on an arms length basis. 



Trading and Sponsorship

· A charity can do as much primary purpose trading as it likes. This is trading that directly furthers the objects, for example charging children for attending sports camps.    However watch out for sponsorship, this is non-charitable trading and advice should be taken on how to receive this sort of income. 

8. Conclusion

Charitable status has useful tax advantages and may open up funding opportunities.  However it won’t be right for every NGB.  If you want to set up a charity it is worth taking advice to ensure the charity is set up in the right way and has the right relationship with the NGB. 
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