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There is a key difference between Organisational Types & Legal Form

Organisational Types Include:

e CSA—-Community Supported Agriculture
* Cooperative (many different forms)
 Community (Social) Enterprise

* Development Trust

* Community Finance Institution

e Partnership

e Charity

Legal Forms Include:

 Company (shares or not)

e Self Employed / Sole Trader

e Charitable Incorporated
Organisation

* Society (Coop / IPS)

* Community Interest Company

* Association / Trusts /
Partnerships



Incorporated or unincorporated

Summary of the advantages and disadvantages of incorporation

Unincorporated Incorporated

Liability Individuals may have to meet Individual liability is limited
any outstanding debts personally. | to guarantee or unpaid
share capital.
Ownership It is not possible to enter into A corporate body may own
contracts in an organisation’s property and enter into
name and there are difficulties contracts in its own right.
with members’ authority to do so.
Risk Risk can be unequally distributed | Risk is more equal. All
among members. members are treated the
same unless there is some
other agreement in place.
Cost There are generally no or limited There will be start-up costs
start-up costs. plus annual fees (although
a relatively small amount).
Administration None needed by law (unless Ongoing records need to
a charity). be kept and filed with the
appropriate registry.
Privacy Complete (unless a charity). Certain details, such as
governing body members’
addresses are on public
record.



Legal forms pros & cons

Summary of the key features of the different legal forms

Does its What is its Can it Can it pay Does it have i Does it
members governing issue a return on to register have an
have document shares? shareholdings? witha asset lock?
limited called? regulatory
liability? body?
Partnerships No Deed No No No No No
‘ |
Associations No Constitution No No No [unless o Yes No (unless
charity) a charnty)
Trusts No Deed No No No [unless a Yes No (unless
charity) a charity)
Limited Liability Yes Agreement or No No Companies No No
Partnership [LLP) Deed House
Company Limited Yes Articles No No Companies Yes No (unless
by Guarantee House a charity)
Company Limited Yes Articles Yos Yes Companies No* No (u
by Shares House a charity)
Community Interest Yes Articles No No Companies No Yes
Company (limited by House & CIC
guaroniee| Regulator
Communi’y Interest Yes Articles Yes Yes ~ although Companies No Yes
Company (limited by it Is subject House & CIC
shares) o cop Regulotor
Charitable Yes Constitution No No Charity Yes Yes
Incorporated Commissior
Organisation
Industrial & Yes Rules Yos Yes Financial No No
Provident Society Services
(bona fide co Authority
operative)
Industrial & Yos Rules Yos Yes Financial Yo Yos
Provident Society Services (optional)
(society for the benefit Authority

of the community|




Food Growing Organisational Types
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Organisational types help (or hinder?) to define
how your business is viewed on the outside/
how you see yourself

» CSA — Community Supported Agriculture. Can be
Community or Farmer led.

» Partnership / Association — often between a small
number of growers / partners.

» Coops — Workers — Agricultural — Consumer —
Community — Food (buying group).

» Social Enterprise / Community Food Business.

» Social Firm — Specifically set up to create labour
opportunities for severely disadvantaged people.




Exploring legal types for food businesses
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» Limited liability

» Uses a simple set of company governing
documents

» Can have a membership

» Compulsory asset lock

» Has to register and be approved by the CIC
regulator

» Has to define its ‘community of interest’

» Reports to Companies House / HMRC & CIC
regulator

» Can have shareholders, or not

» Minimum age of directors = 16

» Can be a single individual — but this is
discouraged




Exploring legal types for food businesses

Two main types 1. Bonefide Coop — one member one
vote. 2. Community Benefit Society

» Can define themselves within the range of
organisational types of Cooperatives

» Geared towards more social aims

» Registered through the Financial Conduct Authority

» Much less understood than CIC’s, Companyies &
ClO’s

» Can include asset locks if desired

» More expensive and complicated to register

» More complicated compliance (filings)

» Larger fines for non-compliance

» Allow for share offers

» Minimum of 3 members




e Can take £1000 before you register as self employed
* not profit, turnover

* If you are employed, you pay NI through your wages
* so don’t need to pay it again as self employed



Business Structure

Which one is for you?

* Self employed
* Sole trader

e Ltd company

* Partner

 Community Interest Company (CIC)
* Bona fide co-op

 Community benefit societies
* (A co-op that benefits the community)



References - further reading

Social farms & gardens
e https://www.farmgarden.org.uk/services-and-support/publications-and-resources
Simply legal
e https://www.uk.coop/sites/default/files/2020-10/simply-legal-final-september-
2017.pdf
Sustain resource page — making food work
* https://www.sustainweb.org/foodcoopstoolkit/policiesandprinciples/
Simply governance download
e https://www.sustainweb.org/foodcoopstoolkit/policiesandprinciples/
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