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WHAT IS A CIO? 
A Charitable Incorporated Organisation (CIO) is a new legal form of charity.  A CIO is incorporated but is not a 
company.  It therefore provides some of the benefits of a company without some of the burdens. 

WHAT OTHER FORMS OF CHARITY ARE THERE? 
There are four main legal forms for charities: 

• Trust 
• Unincorporated Association 
• CIO 
• Company Limited by Guarantee (CLG) 

WHAT ARE THE ADVANTAGES AND DISADVANTAGES OF A CIO? 
The Charity Commission recommends that the CIO will be most suitable for small to medium-sized 
organisations that employ staff and/or enter into contracts – although there is no fixed limit on the size of a 
CIO.  The table below summarises the main advantages and disadvantages of the various forms available: 

Legal form of 
Charity 

Governing 
document 

Advantages Disadvantages  

Charitable 
Incorporated 
Organisation 

Constitution • Can use simple receipts and 
payments accounts (if gross 
income is less than £250,000 a 
year). 
• Trustees generally have no or 
limited liability for the debts of the 
CIO. 
• Can have members who have a 
formal role in governance. 
• Has its own legal personality 
and can enter into contracts in its 
own right. 
• One regulator – the Charity 
Commission. 

• Must use accruals 
accounting if gross annual 
income is over £250,000 a 
year. 
• New form of governance, 
therefore not yet tested (e.g. it 
is not clear to what extent 
bespoke constitutions will be 
approved by the Charity 
Commission – a CIO does not 
come into existence until it is 
registered by the Charity 
Commission). 
• There is no register of 
charges for a CIO as there is 
for a company, which may be 
important for your banks. 

Company 
Limited by 
Guarantee 

Articles of 
Association 
(or if formed 
before 
September 
2009, a 
Memorandum 
and Articles of 
Association) 

• Trustees (Directors) generally 
have limited liability for contractual 
liabilities. 
• Can have members who have a 
formal role in governance. 
• Has its own legal personality 
and can enter into contracts in its 
own right. 
• The Charity Commission 
advises that a CLG will be a better 
option if your charity is likely to 
want to issue debentures (or 
bonds). 

• Often more complicated 
and/or expensive to set up 
(and operate) – a CLG does 
not come into existence until it 
is registered by Companies 
House and generally needs 
subsequently to be registered 
by the Charity Commission. 
• Must use accruals 
accounting no matter how 
much income it receives. 
• Two regulators – the 
Charity Commission & 
Companies House. 
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Legal form of 
Charity 

Governing 
document 

Advantages Disadvantages  

Trust Trust Deed or 
Will 

• Generally simple and 
inexpensive to set up. 
• Can use simple receipts and 
payments accounts. 
• One regulator – the Charity 
Commission. 

• Generally no protection 
from liability for the Trustees 
(beyond insurance cover). 
• Cannot have members who 
have a formal role in 
governance. 
• Has no legal personality of 
its own and therefore contracts 
are entered into by the 
Trustees. 

Unincorporated 
Association 

Constitution or 
Rules 

• Generally simple and 
inexpensive to set up. 
• Can use simple receipts and 
payments accounts. 
• Can have members who have a 
formal role in governance. 
• One regulator – the Charity 
Commission. 

• Generally no protection 
from liability for the Trustees 
(beyond insurance cover). 
• Has no legal personality of 
its own and therefore contracts 
are entered into by the 
Trustees. 

 

SHOULD I CONVERT MY TRUST OR UNINCORPORATED  
ASSOCIATION TO A CIO? 
In many cases, the factors in making a decision whether or not to change a Trust or Unincorporated 
Association to a CIO will be similar to the factors currently taken into account when deciding whether to 
change from a Trust or Unincorporated Association to a CLG.  From the advantages and disadvantages 
expressed in the table above, it is likely that the key considerations will be: 

• Does the charity need to enter into contracts (including employing people) in its own right; and/or 
• Is there a good reason (having undertaken a risk assessment) to want to limit or remove Trustees’ 

liabilities for debts/contractual obligations? 

If the answer to either or both of these questions is yes and the charity is not likely to want to issue debentures 
then a CIO is likely to be the best option for your charity (rather than a CLG).  If your charity has more than 
£250,000 gross annual income, then a further consideration is whether any additional accounting costs of 
preparing accruals accounts (if you do not do so already) are acceptable to you.  Of course, you should also 
consider the likely costs of changing from a Trust or Unincorporated Association to a CIO, e.g. professional 
fees for advice, drawing up the appropriate documentation, submitting applications and responding to any 
queries from the Charity Commission and, depending on your charity’s circumstances, other regulators (e.g. 
the Pensions Regulator). 

Before making a final decision, however, a number of other factors should also be taken into account, not 
least because they will likely add to the cost of changing to a CIO: 

• The new CIO will have a new charity number because it will be a new legal entity and so you will need 
to inform everyone who needs to know this (e.g. banks, funders, suppliers, HMRC etc).   

• Because of this change of legal entity, you will also need to make sure that any existing contracts 
(with funders/commissioners or suppliers) are assigned to the new CIO. 
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• If your Trust or Unincorporated Association has a permanent endowment, you will need to make a 
vesting declaration under sections 310 and 312 of the Charities Act 2011 to transfer the endowment 
property to the new CIO. 

• If your Trust or Unincorporated Association has a defined benefit pension scheme, the transfer to the 
CIO may be regarded as a cessation event by the Pensions Regulator – you will need to get 
professional advice on the implications of this. 

How do I do it? 

There is no statutory conversion process for converting a Trust or Unincorporated Association to a CIO.  You 
would therefore need to: (1) register a new CIO with the Charity Commission; (2) transfer the assets and 
undertakings of the Trust or Unincorporated Association to the new CIO and settle any liabilities; (3) dissolve 
the Trust or Unincorporated Association; and (4) apply to the Charity Commission to have the Trust or 
Unincorporated Association removed from the Register of Charities.  This is similar to the existing process for 
converting a Trust or Unincorporated Association to a CLG. 

To help manage its workload, the Charity Commission has established a timetable for such transfers of assets 
as follows: 

• Existing Trusts or Unincorporated Associations with annual income above £250,000 can set up a CIO 
and transfer assets from 1 March 2013. 

• Existing Trusts or Unincorporated Associations with annual income between £100,000 and £250,000 
can set up a CIO and transfer assets from 1 May 2013. 

• Existing Trusts or Unincorporated Associations with annual income between £25,000 and £100,000 
can set up a CIO and transfer assets from 1 July 2013. 

• Existing Trusts or Unincorporated Associations with annual income between £5,000 and £25,000 can 
set up a CIO and transfer assets from 1 October 2013. 

• Existing Trusts or Unincorporated Associations with annual income below £5,000 can set up a CIO 
and transfer assets from 1 January 2014. 

MY CHARITY IS A CLG, SHOULD I CONVERT IT TO A CIO? 
The Government needs to make new regulations before an existing charitable CLG can convert to a CIO.  The 
Charity Commission currently expects such conversions to be made possible sometime in 2014.  The process 
is, therefore, not yet defined in full but is expected to be relatively straightforward, involving re-registration of 
the existing corporate body as a CIO with a new constitution.  The Charities Act 2011 specifies that such 
conversion will not affect the legal personality of the charity or its business relationships.  

However, in most cases the advantages of converting from a CLG to a CIO are relatively small and, generally, 
of limited impact.  Therefore, in most cases, it is unlikely to be a significant advantage to convert to a CIO, 
particularly bearing in mind the likely costs of doing so.  Factors that may lead an existing CLG to consider 
converting to a CIO (when this option is available) are:  

• Reducing company secretarial costs by reducing the number of notifications that need to be made to 
regulators (i.e. because submissions will not longer need to be made to Companies House).  This is 
only likely to be a significant saving if the charity involved has a rapid turnover of Trustees/ Directors 
(e.g. if there is a large Board). 

• Reducing accounting costs for charities with a gross annual income of less than £250,000 by 
changing from accruals accounting to receipts and payments accounting.  In most cases, the savings 
are likely to be limited. 

There may also be disadvantages of converting from a CLG to a CIO, for example if your charity has issued or 
is likely to issue debentures or if you have extant (or envisaged) charges over any of the charity’s assets (in 
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which cases, banks’ attitudes towards lending to your charity may be affected).  Remember also that the CIO 
is a new legal form and therefore has not yet been tested in the courts; this may also affect the attitude of 
banks, funders and suppliers towards your charity. 

MY CHARITY IS AN EXEMPT CHARITY; CAN I CONVERT IT TO A CIO? 
In short, no.  The main reason is that Exempt Charities cannot register with the Charity Commission but CIOs 
must register; exempt status is conferred by the Charities Act 2011 and charities cannot opt out.  It might be 
possible to wind up an exempt charity and transfer its assets and undertakings to a CIO but the exempt 
charity would cease to exist. 

MY CHARITY IS AN INDUSTRIAL AND PROVIDENT SOCIETY (IPS); 
 CAN I CONVERT IT TO A CIO? 
IPSs are currently exempt charities and exempt charities cannot convert to become CIOs.  The Charities Act 
2011 does include provisions to allow IPSs to convert to a CIO once their exempt status has been removed 
but further regulations are required from the Government to enable this to happen.  There is currently no 
proposed timetable for making such regulations. 

MY ORGANISATION IS A COMMUNITY INTEREST COMPANY (CIC); 
CAN I CONVERT IT TO A CIO? 
The Government needs to make new regulations before an existing CIC can convert to a CIO.  The Charity 
Commission currently expects such conversions to be made possible sometime in 2014. 

WHAT ABOUT TRADING SUBSIDIARIES? 
Generally, trading subsidiaries are companies limited by shares so all you need to do to transfer ownership to 
your new CIO is to have the old unincorporated charity transfer its shares to the new CIO. 

FURTHER ADVICE 
If you require further advice on any of the issues raised in this guidance note or any other aspect of charity 
governance, including collaborations, consortiums and mergers, please contact Julian Lomas at Almond 
Tree Strategic Consulting Ltd on 07802 957938 or julian@almondtreeconsulting.co.uk. 

DISCLAIMER 
The guidance set out in this note is general and does not constitute formal advice (legal or otherwise) to any 
specific organisation or charity.  This guidance alone should not be relied upon in making a decision whether 
or not to convert to a CIO; each organisation’s situation will be different and bespoke advice, including legal 
advice where appropriate, should be obtained before such a decision is made. 


