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L1 REGISTERING AS A COMPANY LIMITED BY GUARANTEE











Some voluntary organisations, especially if they have acquired property and employ staff, decide to become a company limited by guarantee.  There are no shareholders in this type of company.  Any profits are reinvested in the company and all members agree to pay a nominal sum (usually about five pounds) if the company becomes insolvent.








A company must have at least one director and one secretary.  It costs twenty pounds to register with Companies House.  Companies House recommend that organisations employ a solicitor to assist them with the process of incorporation and despite the cost, it is advisable.  The Law Society has information on solicitors who can advise on charity Law, telephone 0870 606 6575 or visit the Website: www.solicitors-online.com








Once you are registered as a company you must display your company's name in every office or place where business is carried out.  The company's name, where it is registered and your company number must also appear on all the company's documents � letters, notices, publications, cheques, invoices and receipts.  If the word 'charity' does not appear in the name of your company, you must also state this fact on all the company's documents.








Advantages 


A company limited by guarantee is an incorporated organisation and has a separate legal identity.  The main advantage is that the liability of members and trustees/directors is protected should the company fold.








Disadvantages


A company limited by guarantee is subjected to more controls and its activity is regulated by the Companies Act.  A copy of your annual accounts, and an Annual Return must be submitted to the Registrar of Companies, who must be also be kept informed of all changes of trustees/directors.





If directors of the Company do not meet their obligations there are legal and financial penalties. (e.g. if your annual accounts are not delivered on time you will incur an automatic penalty of between one hundred and one thousand pounds, or if you fail to file certain documents you can be fined up to one thousand pounds).











THE PROCESS:





a. Incorporation





1. Your organisation needs to produce a Memorandum of Association which sets out the company's name, where the registered office is and the objects of the Company.





2. Your organisation needs to produce an Articles of Association setting the rules for running the company's internal affairs.





The Charity Commission produces a Model Memorandum and Articles of Association.  


Telephone the order line 01823 345 427 for a free copy, or visit the Website: www.charity-commission.gov.uk 


 


3. The company's articles must be signed by each subscriber in the presence of a witness before being sent to the Companies House.





4. Form 10 (giving details of who are the first directors and secretary and the address of the registered office of the Company) needs to be completed and send to Companies House





5. Form 12 (Declaration that all the legal requirements of the process have been complied with) must be signed by your solicitor, or by one of the people named as a director or company secretary in the presence of a commissioner for oaths, a Notary Public, a JP or a solicitor, and then sent to Companies House.





b. Transferring your original organisation to become the new Company





If you are already established as an organisation you will need to wind up and become a new organisation, i.e. the Company.





1. Your organisation must agree a date of transfer usually the last day of the financial year, or half way through, so that both organisations have either a full or a six month period of accounts.





2. New bank accounts must be opened in the name of the Company and the new committee will have to pass resolutions for new cheque signatories.





3. The new committee has to meet and elect officers for the Company.





4. If you have employees, the Company needs to inform them of the name and address of their new employer, stating that they have continuity of employment from the original organisation.





5. If the original organisation leases premises, contact your landlord to agree the transfer of the lease to the new Company.





6. Transfer all equipment and property belonging to the original organisation to the new Company � by an officer representing the original organisation and an officer from the new company signing a document which confirms transfer of ownership. (Check that guarantees on equipment are not invalidated by a change of ownership)





7. The new company will need new insurance policies. You might want to take out trustees and directors indemnity insurance which can provide some cover against liability for acting in breach of trust.











8. Contact your funders � you will need their permission for funding agreements to be transferred to the new Company.





9. Admit existing members of the original organisation as members of the new Company.





10. If the original organisation is a registered charity, contact the Charity Commission for a new charity registration number for the Company. You can ring the Charity Commission Helpline on 0870 333 0123.








REQUIREMENTS AFTER INCORPORATION AS A COMPANY LIMITED BY GUARANTEE:





Accounts


You must always send a copy of your annual accounts to Companies House.  (A company's first accounts must start on the day of incorporation, and the first financial year must end on the 'accounting reference date'). The first accounts must be delivered within ten months of the end of the accounting reference period: or if the accounting reference period is more than 12 months, within 22 months of the date of incorporation, or 3 months from the accounting reference period whichever is longer.  (Your accountants will advise you on this)





Annual Returns 


Each year, a few weeks before your anniversary of incorporation, Companies House will send you an Annual Returns form. You will need to check that the details are still correct, amend any that are not, and send the form back, signed, dated, and with a cheque for fifteen pounds, within 28 days.





You must also inform Companies House of any of the following changes, on a special form provided by Companies House, within 14 days:





• Appointment/resignations/new details of directors or secretary





• Change in the address of the registered office.





• Any special or extraordinary resolutions passed





(Send copies of these within 15 days of them being posted to Companies House)





Records of Members





The Company Secretary has to keep records of the names and addresses of the members of the company, and inform them in writing of the AGM and other meetings





AGM and other meetings





Every year all members must be invited, giving 21 days notice, to the Annual General Meeting to approve the accounts and the Annual Report and to elect the officers and committee of the Company for the forthcoming year





Other meetings of all members may be called periodically (say to pass a special resolution) for which 14 days notice must be given.
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Further information and advice:





Information booklets and the required forms for becoming a company limited by guarantee are available from: 





Companies House


The Registrar of Companies


New Companies Section


Crown Way


Cardiff


CF4 3UZ


Tel: 0870 333 3636	








Or visit the Website www.companieshouse.qov.uk 


Companies House will advise generally, but they also recommend that organisations contact a solicitor.








Information and model documents for incorporation are available from:


National Council for Voluntary Organisations


Regents Wharf


8 All Saints Road


London


N1 9RL


Ring the NCVO legal team on 020 7713 6161


Or visit the Website: www.ncvo-vol.org.uk








For more information about this or other subjects contact Community CVS – visit http://www.communitycvs.org.uk/ for more information.	





Many thanks to Preston CVS and Hyndburn & Ribble Valley CVS for allowing us to base our Information Sheet on their information on How to Become a Company Ltd by Guarantee.




































