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Structures for Enterprises
Your options
· You can be incorporated or unincorporated

· You can be limited or unlimited

· You can be for profit or notforprofit 
· You can be charitable or non charitable

· You can be owned and/or managed by: yourself, you and co-owners, workers, customers, community members – or any combination of the above. 

Incorporation
Incorporation means establishing an organisation with a legal identity all of its own. This body owns or leases property, enters into contracts, employs staff and so on. Being incorporated means having administrative responsibilities and obligations to regulators and so on. Being unincorporated means the business has no legal identity of its own and the risks and liabilities of the business or organisation belong to the individuals who own and/or manage it. 
Unincorporated organisations are less formal and easier to establish, but they still need a governing document explaining how they operate and take decisions. Most incorporated enterprises are regulated by Companies House but some specialist forms are regulated by the Financial Services Authority. 
Unincorporated organisations include:

Sole traders

Partnerships

Unincorporated associations

Limited Liability

In an incorporated organisation the debts and obligations of the business or organisation are the responsibility of the corporate organisation, not of the individual management committee members, members or trustees. In most limited organisations, members liability is limited to £1, meaning this is all they are responsible for if the organisation has debts to pay. 
Limited organisations include:

Company limited by guarantee

Limited liability partnership

Industrial and Provident Society

Not for profit

A not for profit organisation or enterprise may see to make an operating surplus or profit but not to distribute this profit to shareholders or business owners. A 'not-for-profit business' does not mean that you are expected to work in the business without pay, it means that any surplus money made after the business has paid its operating expenses is not shared amongst the owners in addition to their wages but is 'ploughed back' to provide a better business - be it cheaper or better 'services'. Irrespective of whether a business is 'not-for-profit' or otherwise, the same rules apply. You still need to manage it which involves producing a business plan, marketing the service or product, managing the personnel and controlling the finances.
Not for profits may or not be charities, and they are often known as social enterprises or social businesses. A social enterprise is a business with primarily social objectives. Examples of social aims include job creation, training, providing community services and ‘fair trade’. There are loads of different types of social enterprise, including community development trusts, housing associations, credit unions. worker-owned cooperatives, community enterprises and marketing cooperatives. 

Social enterprises can take a number of different business structures including:

Company limited by Guarantee

Industrial and Provident Society

Company limited by Shares

Unincorporated association

A new structure for notforprofit enterprises has just been introduced by the Government – the Community Interest Company. 
Charitable Status
A Charitable Organisation is one whose objectives are charitable as defined by the Charity Commission. These objectives could be education, alleviation of poverty, religious aims or community benefit. The advantages of having Charitable status are a wide range of tax benefits and business rate discounts, access to a wide range of trust and grant funding and free advice from the Charity Commission, who regulate Charities. Disadvantages are that your activities are restricted (for example, no campaigning), and there are strict regulations and administrative rules. 

There is no single legal structure for a charity. Charities can use a number of different structures including:

· Unincorporated association

· Company limited by guarantee

· Trust

The Government has just introduced a new legal form for charities called the Charitable Incorporated Company. 
Ownership and Management

It is important to choose an ownership and management structure which reflects your values and aims. For example, it may be very important to you to keep control over your business, in which case you may wish to set up as a sole trader or limited company. Or you may wish to share the burdens and decisions about the company, in which case a partnership or cooperative may suit you. Or again you may wish to give customers, workers or the community a financial stake in the business, in which case you may want to set up a Worker Co-operative, Company Limited by Shares or Industrial and Provident Society, or set up an Employee Share Ownership Scheme. 

Most forms of enterprise or organisation need a governing document explaining how decisions are made and who owns and directs the business. For an unincorporated association the document is a constitution or set of rules. For a company it is the memorandum and articles of association. A partnership does not legally need a governing document but a partnership agreement is strongly recommended. 
Setting Up

You can find or buy model Governing Documents to adapt, or you can consult a solicitor, accountant or other specialist advisor for help with drawing up your Governing Document and Registering with Companies House, the Financial Services Authority or the Charity Commission as necessary.
Costs of setting up and running your organisation will depend on the structure you choose and, in general, the size and complexity of the organisation.
Useful Sources of Information:

Businesslink.gov.uk

Dti.gov.uk

Sbs.gov.uk

Charitycommission.gov.uk

Employee-ownership.org.uk

Cooperatives-uk.coop

fsa.gov.uk

inlandrevenue.gov.u
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