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Guidance Note: Is it necessary or appropriate to set up a charity? 
 
 

1. General  

You might wish to raise funds for a particular cause or you might be planning to 
provide facilities, activities or benefits for the community or a disadvantaged group of 
people or you might wish to help a deserving cause.  

This Note is designed to assist you to decide whether it would be appropriate or 
necessary to set up a charity to achieve your particular altruistic aims or whether 
instead you should to set up some other type of organisation or make some other 
arrangement.  

The following is meant as a signpost to some of the issues for decision and some 
matters that you might need to consider further. In some cases we have suggested 
where you might obtain further information on those points (either from our website or 
elsewhere).  

However, this note is only an outline of those points and there may be others which 
you might need to consider.  

This note does not provide detailed guidance relating to specific circumstances or 
plans and you should ensure that any organisation or arrangements that you 
establish will be appropriate for your needs. We therefore strongly recommend that 
you seek legal and other professional advice and guidance before you make any 
decision or take any steps to set up a charity or other organisation or take any other 
action.  

The term “organisation” in this note means any group of people, or incorporated or 
unincorporated organisation, and the term “charity” means any organisation that is in 
law a charity.  

This note relates only England and Wales (not Scotland or Northern Ireland where the 
relevant law differs). 

2. What are you trying to achieve? 

In order to decide what you may or should do, you first have to be clear about the 
purpose that you have in mind. It might be one of the following - these are some 
illustrative examples only, not an exhaustive list:  

 a local, national or international disaster occurs and you wish to help in some 
way. 

 you have a friend or relative who suffers from a serious (perhaps rare) illness / 
disease / disability and you wish to help promote scientific/medical research 
into that illness/disease. 

 as above, but you wish to do something to relieve the effects of that illness / 
disease / disability on those suffering from it or their carers / dependants / 
family members. 

 as above, but you wish to help the friend or relative only, not others. 

 on the loss of a friend or relative, you want to commemorate them by setting 
up a fund to support aims or activities that the friend or relative favoured or 
supported.  

 you are aware that in your locality or region there is a need not met by central 
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or local government to provide certain facilities that would benefit a particular 
category of the community which due to age, financial or social situation is 
disadvantaged. 

 you decide to set up a non-profit members’ club to run social and recreational 
activities for its members.   

 you feel strongly about a political or social issue and wish to campaign or 
influence public policy or change the law. 

Only some of these would be “charitable” in law: please consider our Guidance Note: 
What Makes an Organisation a Charity in Law? which you can see here. Unless your 
purpose would be “charitable”, you could not set up a charity for that purpose. You 
might nevertheless be able to achieve your aim by some other means (see below). 

3. Is there an existing charity with the same purpose as one you wish to pursue?  

If the purpose you have in mind is “charitable” in law, but there is an existing charity 
which has that same purpose, you should then consider whether there would be any 
advantage in setting up another charity for that purpose. A commonly held view is that 
there are too many existing charities which have the same or similar purposes.  
According to this view, creating further charities for similar purposes forces charities 
to compete amongst themselves for the same funds, and the cost and time expended 
on administering numerous similar charities is an inefficient use of their collective 
limited resources. Before deciding to launch a new charity, it is therefore advisable to 
consider what if any competition to it exists. It might be better to be involved with an 
existing charity rather than setting up a new one.  

4. Rather than setting up a new charity, might there be an alternative approach?  

Before you make a decision to set up a new charity, we suggest that you read our 
associated guidance note Setting Up A New Charity which you can see here. It 
covers issues relating to establishing new charities, including some pros and cons of 
doing so and how to set up a new charity. You might conclude, after considering 
some of the points covered in that note, that setting up a new charity would be 
inappropriate, burdensome, unnecessary or impossible in the circumstances.  

You might prefer to adopt a different course of action. Depending on the particular 
purpose that you have in mind, there might be one or more alternative means of 
pursuing that purpose. It might be better or necessary either to set up some other 
(non-charity) type of organisation or to take steps other than setting up a new 
organisation. We have set out below some of the other types of organisation and 
other actions for you to consider. 

5. Other types of non-profit organisation  

We have listed below some examples of alternative types of organisation (i.e. not 
charities) that might be set up to provide benefits to the public or to the members of 
the organisation to be set up. You will need to consider whether there is a practicable 
alternative to setting up a new charity either if you cannot meet the legal requirements 
for a charity or if a charity would be inappropriate for some other reason. These 
examples have in common with charities the fact that they are not private profit 
organisations. You could explore whether any of these could be fulfil your particular 
purpose. Follow the hyperlinks below to read more about setting up each of these 
types of organisation.  

Community Amateur Sports Club (“CASC”)  
A CASC is a local amateur sports club (incorporated or unincorporated) which is a 
members’ club (not a proprietary club) carried on for the benefit of its members and 
not conducted for profit. Such a club can register with HMRC as a CASC if it meets 
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statutory requirements applicable to CASCs. It will only be a CASC if it does register 
as such with HMRC. As a result it will derive certain tax advantages and rate relief. 
One advantage that a CASC has over a charity is that it is subject to fewer regulation 
and compliance requirements than a charity. Disadvantages, compared to a charity, 
include the fact that a CASC can only be set up if it is involved in sport and that sport 
is an “eligible” sport. A CASC will enjoy fewer tax advantages than a charity and it 
may benefit from fewer funding opportunities. For further information, see 
https://www.gov.uk/register-a-community-amateur-sports-club 

Community Interest Company (“CIC”) 
A CIC is not a charity. It is a company that has a purpose that benefits the public or a 
section of the public. It is required to carry out that purpose and its assets, income 
and profits have to be used solely for that purpose, but it is permitted for investors to 
receive a return. CICs enjoy less regulation than charities but, unlike charities, there 
are no tax benefits. CICs are regulated by the Office of the Regulator of CICs, by 
company law and special CIC Regulations. A CIC has to register as a company at 
Companies House. For further information, see 
https://www.gov.uk/government/publications/community-interest-companies-how-to-
form-a-cic 

Community Benefit Company 
As from 2014, it became no longer possible to form a new industrial and provident 
society. The Community Benefit Company (“CBC”) is one of the new legal forms of 
organisation which replaced the industrial and provident society form of organisation. 
A CBC is a specialist type of business organisation which must be entirely for the 
benefit of a community. Its profits cannot be distributed to its members and must only 
be used for the benefit of the public. It can include a lock on assets to limit what it can 
do with its assets.  A CBC can apply to become an “exempt charity” if it is a charitable 
body. CBCs have to be registered with and are regulated by the Financial Conduct 
Authority. 

Social enterprise 
A social enterprise is a business that has social, environmental or community based 
objectives. It is not a charity. For further information as to the scope and meaning of 
the term “social enterprise”, and how to set up a social enterprise, see 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachm
ent_data/file/31677/11-1400-guide-legal-forms-for-social-enterprise.pdf 

Members Club 
A members’ club (as opposed to a proprietary club) is an incorporated or 
unincorporated club which is carried on for the benefit of the members and not 
conducted for profit. It is owned and run by trustees or its members. Whilst a club 
may be advantageous in that it is not subject to charity law and regulation, its legal 
nature is such that it can only benefit its own members. For further guidance, please 
read our Guidance Note – Clubs which you can see here.  

Charitable Foundation 
A charitable foundation has a fairly informal legal structure. It is a trust established by 
a trust deed under which trustees are appointed. It is best suited to a charity that is, in 
essence, a “private” charity, i.e. it will receive funds only from an individual or a group 
of family members, some or all of the group act as the trustees, and the foundation 
only makes grants rather than engaging in any other activity. Setting it up and 
administering it is relatively easy. 

6. Other means of achieving charitable aims 

Here are some examples of activities that do not involve setting up any organisation: 
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Donating to a charity 
If you are in the fortunate position of being able to afford to donate substantial 
amounts to charity, that might be effective to achieve your purpose if there is an 
existing charity with that purpose which could make good use of your donations. It 
might be possible to earmark your donations for a very specific project or activity of a 
charity. If so, donating to a charity might be a better alternative to setting up a new 
charity. If your lifetime donations will qualify for gift aid, that will increase the benefit of 
your donations in the hands of the charity. If you prefer not to make donations during 
your lifetime, you could leave a legacy in your Will to one or more charities whose 
charitable aims match your own, and that portion of your estate will not bear 
inheritance tax.  

Fundraise in aid of a charity 
It may be that you are not able to or do not wish to donate to a particular charity. 
However, if you have time available you might instead fundraise for it, either on your 
own or by joining / forming a fundraising group.  

Groups or individuals can raise funds for a charity in a number of ways. A group of 
people which is independent of a charity (i.e. their activities are not carried out in its 
name or on its behalf but instead only “in aid of” it) might hold a collection, or run a 
raffle or an event such as a fete, jumble sale, or show. You can see our guidance on 
Lotteries and Raffles For Good Causes here. You should however consider whether 
the group needs to operate and be registered as a separate charity in its own right. 
Alternatively, you might become a volunteer working with a fundraising group which is 
either actually part of the charity’s own organisation or which acts in the charity’s 
name.  

In relation to groups, we suggest that you read our associated guidance note 
Guidance Notes - Volunteer Charity Fundraising Groups which you can see here.  

An individual might obtain sponsorship for a challenge in which he takes part, with the 
sponsorship money raised going to a charity. 

Take on a volunteer/trustee role 
Donating to a charity or raising funds in aid of a particular charity are not the only 
means of benefiting a charity. Instead of contributing money, you might, if you have 
spare time, devote some of that spare time, and your existing skills, knowledge, or 
experience, to working for an existing charity as a volunteer. Volunteers are the life 
blood of many charities up and down the land, and your contribution as a volunteer 
could be invaluable to a charity and rewarding for you. If an existing charity has the 
same or similar aims as those that you have in mind, volunteering for that charity 
might be a good option for you. The time and energy that you might otherwise have 
expended in setting up a new charity could be more effectively employed working for 
an existing charity.  

You might decide to take up a role as a trustee of an existing charity, especially if 
your skills are needed by charity trustee boards. Many charities look to recruit 
trustees with particular skill sets. Trustees have particular legal duties and 
responsibilities under charity law although they act only as volunteers and are not 
paid for their time, and you will need to be fully aware of those duties and 
responsibilities.  Several online resources are available to help individuals looking for 
an opportunity to take on a charity trustee role. 

Named fund 
You could arrange for a charity to set up and hold a named fund on your behalf. You 
can then donate to the charity, and the funds that you donate or raise for the charity 
then only go to that named fund and are used only for that fund’s particular purpose. 
In that way, your contributions will be “ring-fenced”. The charity may provide support 
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and facilities to assist your fundraising efforts, and you avoid the cost and time 
involved in the alternative of setting up and administering a charitable trust. Many 
charities will arrange for you to quickly set up a named fund with them. Well known 
large charity organisations that do this include the following: Charities Aid Foundation 
(see cafonline.org/my-personal-giving/long-term-giving/trusts), and UK Community 
Foundations (see ukcommunityfoundations.org/). 
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