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The voice of community
k M woodlands in Wales

This Advisory Note has been written to help you consider which legal structure would be appropriate for your
new community woodland group. It draws on the experience of community woodland groups across Wales who
have already tackled this question who now operate under a wide variety of forms. This note is intended as a
guide and highlights key factors to consider.

§\ Setting up a community woodland group

As a voluntary group, you can probably do some
things without having a formal structure in place.
For example, if you are a group of friends who
agree to meet up to pick litter in your local woods
on a regular basis. If all is going well, there may be
no need to have too many rules and regulations
as long as you have permission to access the
woodlands.

However, if your work is based on verbal
agreements and loose understandings, it is all

too easy to end up in difficulties, and without a s
Ruperra Conservation Trust is a registered charity

formal structure you will not be able to open a and a company limited by guarantee. The Trust owns
bank account for your group - a basic requirement  Coed Craig Ruperra, 62 hectares of woodland alongside
to secure funding. The minimum requirement to R‘,’,f,’grrec,’stcgggfb;g; gﬁ%ﬁ’;tseefn‘ég; fj‘c’r’:,'nmt’ggy
open a bank account is to form an Unincorporated woodland. See LlyG Case Study 4 - A steep learning
association. To be legal your Association needs curve: Ruperra Conservation Trust.

to have a constitution which lays out its purpose,

membership and rules and usually has a Chair, Treasurer and Secretary. Unincorporated means
you don't need to register your company and it doesn’t cost anything to set one up. This maybe

all you need if you are a ‘Friends of’ group and don't expect to be dealing with lots of contracts,
money or staff. However, individual members of the association are personally responsible for any
debts and liabilities. You can get advice and a model constitution for an association from your local

County Voluntary Council (CVC) - links for each county here: thirdsectorsupport.wales/contact

As soon as you begin to talk about owning woodlands, entering into a contract such as signing a
lease or a grant agreement, employing staff, trading or undertaking work which involves any sort
of risk, you should consider incorporation. This will give your organisation a legal identity separate
from the people involved in running it and helps to protect you as individuals from personal
liability. Incorporation requires registration, for a fee, with the appropriate regulator and comes
with obligations to submit annual reports on finances and governance.
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Is there a ‘best’ structure for a community woodland group?

As a Community Woodland Group (CWG) whether you know it or not you are likely contributing

to achievement of the goals of the WFGA and if you are following good practice in woodland
management you are also likely meeting many of the SMNR principles. Being more aware of how
your CWG lives up to WFGA and SMNR can help you identify where improvement might be needed
and provide you with a framework for reporting your work to people beyond your group and local
area.

Awareness of the structure and language of WFGA and SMNR can help you communicate with

public bodies, for grant applications and to build partnerships. You may be looking for funding or
partnership working to help you carry out planned activities or to initiate new projects within your
woodlands to achieve your goals. In either case it will be important for you to look at what you do
and express this in terms of policies and objectives of government and your prospective partners.

We suggest that this can be done within a management plan to match what you want to achieve
against the WFGA goals and what you do in the woodland against the SNMR principles. [repeat?]
Your management plan will help keep you on track, assess how well you are doing and report on
your group's activities and outcomes.

There is unlikely to be a simple correspondence between your objectives and way of working with
WFGA and SMNR. You should align what you do with the goals and principles most meaningful to
your group and feel free to add, extend and use it to suit your needs. As long as you have cross-
refences to WFAG and SMNR you will be able to quickly present what you are doing to an external
audience.

ﬁ Basic forms of legal structure

It is beyond the scope of this advisory note to fully explore all the different types of groups that
are legally recognized in Wales. The main forms that are suited to third sector organisations
are outlined below, along with links to find out more. However, there are many other forms
suitable for businesses which will also work -you can get advice on these from Business Wales:
businesswales.gov.wales

There are four basic types of legal organisations which are most often used by voluntary, not-for-
profit community woodland group:

Unincorporated

* Association governed by a Constitution. This is a form that is legally recognised and can have a
bank account and/or do business as a coop. But the committee does take on personal liability
for everything done in the name of the Association. The Association cannot enter into contracts
nor own property in its own name.

* Trustis formed by a Trust deed and has a small number of trustees who administer funds or
resources (including land) donated by others for the benefit of another group of people. Such
Trusts can be registered with the Charity Commission and benefit from charitable status. There
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should only be a small number of Trustees who administer land or funds and may not employ
a significant number of staff or carry on any kind of business. In the context of community
woodlands, Trusts can be used to own land purchased for the benefit of the community.

A sister organisation could then be set up for wider membership to manage and use the
woodland.

Incorporated

* Limited company governed by Articles registered with Companies House which also includes
the newer Community interest Companies options (CIC); both can be limited by either
guarantee (no shares) or with shares (members join by purchasing shares and receive their
share of profits in the form of dividends). Company limited by guarantee (CLG) is the most
common form used by community woodland groups that own land and also by established
worker’s co-ops. The CLG is a very accommodating form which can be configured to work as
a coop or charity, CICs are more restrictive and intended for use by social enterprises. wider
community. The CBS replaces the older Industrial Provident Society (IPS).

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment
data/file/266895/10-1388-community-interest-companies-benefits-of-a-cic-leaflet.pdf

* Mutual society governed by Rules and registered with the Financial Conduct Authority (FCA),
there are many types of mutual but the ones of relevance to community woodland groups
are; Co-operative societies that operate on behalf of their members (e.g. a workers co-op) and
Community benefit societies (CBS) that operate on behalf of the wider community. The CBS
replaces the older Industrial Provident Society (IPS).

fca.org.uk/firms/registered-societies-introduction

* Charitable Incorporated Organisation (CIO) a form which combines incorporation as a
company with charity registration and is regulated by the Charity Commission. This can take
two forms: Association which has many voting members while a Foundation would have a
small number of Trustees.

gov.uk/guidance/charity-commission-guidance

Groups which are primarily focussed on providing public benefits can be registered as a charity
with the Charity Commission. To register as a Charity your organisation must have more than
£5,000 a year income, have purposes which benefit the public in a way the law says is charitable
and you must have Trustees that undertake legal responsibilities in respect of how you operate.
You can apply for charity registration if your group is constituted as an unincorporated association,
limited company or mutual and is voluntary. Registration does involve additional costs and extra
administration but may provide credibility, means you can reclaim VAT (though this does mean
you need to keep VAT accounts) and can open up access to funding restricted to Charities. All
organisations registered as charities regardless of legal form have an asset lock which restricts
the distribution of profits, disposal of assets such as land and not-for-profit restrictions on trading
activities. If you wish to operate primarily as a charity then there is also the option to register as a
ClO to save the costs of dual registration with Companies House or the FCA. It is also possible to
change a charitable CLG or CIC to a CIO.

gov.uk/guidance/charity-types-how-to-choose-a-structure
gov.uk/setting-up-charity/structures
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You might be surprised to see that social enterprises are not mentioned in the list - these are not
legal forms but ways of working which can be adopted by organisations which have a range of
legal forms.

A social enterprise is a business whose primarily
social objectives, which operates as a not-for-profit.
This doesn't mean profits aren't made but that they
are ploughed back into the work of the business or
used to fund provision of public benefits, usually
services for the local community or woodland
management. Social enterprises do aim to make
profits so if you are not intending to trade then this is
probably not for you.

There are several guides outlining legal structures
which can be used for a social enterprise:

gov.uk/set-up-a-social-enterprise

lunkett.co.uk/wp-content/uploads/Brief-Guide-to-Legal-Structures-March-2016.pdf

Co-operatives are also a way of working and although these are often formed as mutuals
this is not obligatory and as long as the organisation adopts and works according to the seven
cooperative principles outlined below they are a Coop.

1. Owned and controlled by its members

Democratic - every member has an equal say in how its run and how profits are used
Every member contributes financially in some way (including work in kind)

Independent business (not a subsidiary of any other business)

Offers education and training to everyone involved

Co-operates, works with and supports other co-ops

N o u M~ W DN

Supports the communities it works with

Co-ops are formed around trading activity so if you don't intend to trade as a primary objective
e.g. as a group making timber-frame houses then a co-op may not be for you. If you intend to be

a worker's co-op then you can use the Co-operative Society form of mutual but many workers
co-ops are incorporated as Companies limited by guarantee so you have a choice of forms. There
is no formal registration required to operate as a co-op. However, you can join Co-operatives UK
(which is itself a co-op) for support and a logo to display as a measure of quality assurance but this
is entirely voluntary.

uk.coop/start-new-co-op/start/choosing-your-legal-form
uk.coop/sites/default/files/2020-10/simply-legal-final-september-2017.pdf
wales.coop
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Ruperra Conservation Trust is a registered charity and a
company limited by guarantee. The Trust owns Coed Craig
Ruperra, 62 hectares of woodland alongside Ruperra Castle.
The Trust has set up Ruperra Countryside Services as a
Community Interest Company to generate income from the
woodland. See LlyG Case Study 4 - A steep learning curve:
Ruperra Conservation Trust.

The Coed y Bobl Trust was set up for members of the local
‘community of interest’ to become the primary land managers
of a local woodland owned by the Woodland Trust. See LlyG
Case Study 2 - By the people - for the people Coed y Bobl
Community Woodland.

Blaen Bran Community Woodland, from being an embryonic
community group in the form of a Trust, evolved to be a
Company limited by guarantee and also a registered Charity
which owns 40 hectares of woodland. A social enterprise was
set up to generate income from the woodland. See LlyG Case
Study 1 - Responding to opportunities, Blaen Bran Community
Woodland and LlyG Case study 6 - Towards sustainability
considering woodland social enterprise - Blaen Bran
Community Woodland.

Elwy Working Woods is a
worker’s co-op formed as a
Company limited by guarantee.
See LlyG Case Study 15:
Making wood work for Wales
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__% Why so many legal structures?

Legal structures for organisations have developed over the years from two different perspectives,
depending on whether funding was external (i.e. not from members) or internal (i.e. from
members).

Companies limited by shares have traditionally been the route by which entrepreneurs have
attracted outside investment into trading enterprises. Mutuals have developed from the pooling
of resources by workers to benefit from their own efforts. Both models now occupy the same
broad area - the limitation of personal liability; the ability to raise funds, and the ability to enable
development of larger scale enterprises than can readily be handled by an individual.

Charities have traditionally been set up to raise funds and distribute these funds to specific
‘worthy causes’, but their main purpose cannot be to trade. Trusts were set up at the time of the
Crusaders to deal with the affairs of estates during prolonged absence of the landowner.

The idea behind newer forms such as CICs, CIOs and CBS was to provide more tailored and
simpler routes to limited liability for social enterprises.

& How to go about choosing

There is an impressive list of options and quite daunting if you feel that you need to be an expert
on each before you can make a decision! Don't try - spend the time looking at what it is that you,
as a group, are setting out to do.

% Start with some long=term planning

It is important to think clearly about your community woodland group and its aims and vision, and
to think ahead, not just about where you are now. Long term planning makes you consider what
you are set up to do (in legal terms, your objects), what you are going to do and how you are going
to do it, how and by whom you want the organisation to be managed, the resources you will need
and where these will come from. This should help you to choose a structure which best fits your
purpose, and to decide what to put into the appropriate governing documents.

These are some of the questions you may need to consider:

* How much paperwork do you want to have to do, or will your organisation have the
capacity to do?

There will always be some paperwork!, - even if you are an Unincorporated Association you

will need to present an annual report and accounts to members. There is little more than this
required for CLG, CIC and CBS though this needs to be formally submitted to the regulator and
there are penalties for missing deadlines. However, for registered charities, the requirement for
reporting is heavier and more costly and may outweigh tax and other potential advantages. Unless
you have expertise within your membership, you will need the services of an accountant.
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* Do you have a social or political message that you want to get over in the company
structure?

This may be for commercial reasons, ‘because it sounds good’, or because of your beliefs, but
a structure chosen for such a reason might not prove to be ‘fit for purpose’ in the long run.
For example, having ‘community benefit’ in your title might sound good but does not mean a
Community Benefit Society is necessarily the best structure for you.

* How much flexibility do you want to have for future changes of direction?

ClOs and CBS have very specific requirements as to what is and what is not permissible in the
objects of the organisation and what happens when they are dissolved or changed. CLG and CIC
offer greater flexibility and scope for change.

* Who do you want to decide on the direction of the company?

This could vary from being restricted to a small committee or being open to all members (as for a
co-op), or anywhere in between. If you want just a few Trustees to hold land on behalf of the wider
community then a CIO Foundation or charitable Trust might be most appropriate. If you want to
explicitly include lots of people all contributing to decision-making then choose between a CLG,
CIC, CBS and CIO Association. Regardless, legal responsibility lies with directors, trustees or the
management committee.

*  Who do you want your members to be? Who do you want to have voting rights?
You can specify this in the governing documents, apart from Trusts and CIO Foundations which do
not have members, only Trustees.

* Do you want to make sure that a particular group of people have and can retain control?

In broad terms, this can be included in the governing document of all structures. It is feasible to
restrict or encourage membership for anyone residing within a specified locality but beyond this
you should not attempt to discriminate between people.

* Do you want to be recognised as a charity?

Then consider incorporation as a ClO or combine charity registration with another suitable form of
incorporation.

gov.uk/guidance/charity-types-how-to-choose-a-structure

* Do you want to trade? Do you want to be a not-for-profit organisation?

Trade is allowed in all legal forms. However, trade is restricted for registered charities so they can
only trade in support of their primary purpose (e.g. if it is to advance environmental education,
you can sell environmental education courses or teaching materials). For CLG, CBS and CIC the
type of trade allowed is specified in the governing documents. For all these legal forms there are
restrictions on the distribution of profits which have to be invested back into the organisation or
used for public benefit. This is the defining feature of not-for-profit organisations not that they
don't trade or deal with money.
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* Might you want to take out loans?

Before doing this you need to be able to demonstrate how you are going to pay the loans back
so this is really only appropriate if you are engaged in some form of enterprise activity (otherwise
you'd just ask for donations). Most legal forms can include a clause to allow loans but there are
restrictions on trade and assets locks such as that required by a CIC may prevent the use of your
woodland as security for loans (because it can’t be sold for profit).

* Might you want to raise money by selling shares?

This is an increasingly popular way of raising finance for community woodlands. Generally, if you
are asking people to invest by purchasing shares then you would expect to pay dividends from
profits to shareholders and this is the normal way companies are financed. However, this doesn't
mean that not-for-profits can't use shares nor pay out dividends to private shareholders. However,
this is only possible for a limited number of legal forms with mutuals (CBS and Co-operative
society) being the most tailored for this purpose though also possible through a CIC. Community
shares are non-transferable, withdrawable shares in a mutual organisation (one share = one vote)
with an asset lock and a limit on interest rates which can be offered to shareholders in line with
providing a suitable incentive for investment with the balance of profits still going back into the
CBS or to provide public benefits.

wales.coop/get-involved/campaigns/save-your-local/what-are-community-shares

* Do you want to own a woodland, property or other significant assets?

This is often the main motivation for incorporation - as your group cannot own land unless it is
incorporated. All forms of incorporated organisation can be registered as the legal owner of land
with the Land Registry.

* Should the organisation be dissolved, what would you want done with any assets?

An asset lock is a legal restriction on the use of the organization’s assets such as the woodland,
capital, profits or other surpluses that are used for the benefit of the community or society.

An asset lock is an essential feature of a charitable or not-for-profit organisation and there are
statutory obligations attached to CIC, CBS, CIO and registration as a charity. On dissolution of an
asset locked organisation you can have your assets transferred to another organisation which is
also asset-locked, a process which is overseen by the Charity Commission or other regulator. You
can include clauses in the Articles of a CLGs as to how assets should be dispersed. You may also
include restrictions in the deeds of your woodland.

* Does the structure you have in place no longer feel ‘fit for purpose’?

Maybe you as a group have achieved what you set out to do, circumstances have altered, or
new opportunities have arisen, and the structure you have does not allow you to encompass the
change. One option solution might be to set up a separate organisation to run in parallel (e.g.
charities can set up wholly owned trading companies).

Closing down and starting again with a different governing structure can be an acceptance of
change and a positive way of addressing the future, but it is not an easy option.
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Llangattock Community Woodland Group is a constituted

group that started out under the umbrella of the Llangattock

Green Valleys CIC, which acts as an umbrella organisation for
sustainable initiatives in the community.

Recently the group become a Charity. This decision was taken
by the Management Group who felt that a lasting legacy was
important. For them, becoming a Charity reinforced public
benefit aims and provided funders and supporters with
confidence that these aims would be delivered.

The table below highlights some of the key features of the legal forms most often used by

community woodlands and woodland social enterprises. This is only a guide - you should read
around, speak to groups using legal forms you want to know more about, get specialist advice and
examine carefully model governing documents before making a decision which form to adopt.

ﬁ Legal forms for not-for-profit community woodland groups

Organisation
(ClO)

charitable purpose

Legal form Regulator Land |Asset |Trade allowed? Co-operative Charity
title |lock

Unincorporated
Small No No Not advised No No
community
group
Unincorporated | Legally No No Not advised Use constitution Registration
association recognised formulated for possible

- but not operation as a

regulated coop
Trust Charity Yes Yes No No Yes

Commission
Incorporated
Company Companies Yes Option- | Yes - if included in | Use Articles Registration
limited by House al Articles and profits | formulated for possible
guarantee re-invested in operation as a
(CLG) company or public | coop

benefits

Community Companies Yes Yes Yes - designed to | Use model rules Registration
interest House - facilitate social formulated to possible
company (CIC) | Regulator for enterprise operate as a coop
limited by CIC
guarantee
Co-operative Financial Yes No Yes - profits Designed for No
Society Conduct dispersed workers co-ops

Authority between members
Community Financial Yes Yes Yes - profits Yes - but would Registration
benefit society | Conduct disbursed for also need possible
(CBS) Authority community commitment to

benefit

Charitable Charity Yes Yes Yes - only in No Specialist
Incorporated Commission support of legal form

for charities
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%{ " Types of governing document

The type of governing document you need will depend on the structure you choose, but essentially
the Constitution of an association or ClO, Articles of association for a CLG and CIC, the Rules of a
CBS or Deeds of a Trust are the instruction manuals for how the organisation should be run and,
as such, are legally binding. Since these are legal documents great care is needed with wording
and changes.

This is not to say that amendments can't be made at a later stage. The constitution of an
unincorporated association can be changed by members, but the regulatory bodies for legal
structures each have their own procedure for how and what amendments can be made. All will
require them to have been approved at an Annual General Meeting (AGM) or an Extraordinary
General Meeting (EGM).

Preparing governing documents

Generally, it is better to keep these as flexible as possible so that it is easier to make amendments
should circumstances change. Avoid putting in unnecessary detail as the greater the detail, the
more you restrict what you can do. So, it is a matter of deciding what is essential to include and
what can be left out without materially changing what it is you want to do and how you want to do
it.

There are a plethora of examples of governing documents on the internet, with ‘model’ forms
available on the websites of the various regulatory bodies. These give an idea of what must be
included to meet at least the minimum legal requirements. You can write your own, but given the
complexity of company law and regulatory rules, it is probably simpler to use a model form in its
entirety or with minor amendments rather than to start from scratch without legal advice.

For matters of governance which are not required by law (so which will not be included in the
model forms), you can agree a set of procedures or by-laws giving more detail as to how you
intend your organisation to operate. These have the force of law if they are adopted at a General
Meeting (Annual or Extraordinary), or you can just have them as an informal code of practice.

This is a way of making the management of your community woodland group more transparent.
You will also doubtless be advised to prepare and adopt many formal policy documents to cover
working practices on Health and safety, Environment, Procurement, Safeguarding, Inclusion, Welsh
language etc.

k Where to go from here?

If you would like to talk to other community woodland groups in Wales with similar interests and
responsibilities, contact Llais y Goedwig llaisygoedwig.org.uk.

There are many useful on-line resources, from decision making tools to general guides. Here are a
selection which are specific to community woodlands or woodland social enterprises.
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Making Local Woods Work library on legal structures and governance
makinglocalwoodswork.org/legal-structures-and-governance

Community ownership for woodland
woodlandtrust.org.uk/media/1826/community-ownership-for-woodland-management.pdf

Legal structures for third sector organisations
resourcecentre.org.uk/information/legal-structures-for-community-and-voluntary-groups

Legal forms for a charity
gov.uk/guidance/charity-types-how-to-choose-a-structure

There are also several sources of free advice to help you decide the best legal form for what you
want to do. The most obvious are the County Voluntary Councils you can find the contact details
for the one covering your area from this list:

communityfoundationwales.org.uk/wp-content/uploads/2021/05/CVC-contacts-ENG.pdf

If you are thinking of operating as a social enterprise then advice is available from the Wales Co-op
Centre and Business Wales

wales.coop/what-we-do/services/socialbusinesswales

businesswales.gov.wales/socialbusinesswales/you-start-social-business

This Advisory Note was updated to represent the legal options available in January 2021
from earlier text prepared by Fay Sharpley of Pobl y Fforest in January 2014.

Please note that the law regarding this topic is subject to change.

Llais y Goedwig is a voluntary association of community woodland groups that formed

in November 2009 to provide a voice for community woodlands. We want to share
experiences, support each other and enhance local woodlands to benefit the people of
Wales. These are a growing series of Advisory Notes that focus on different aspects that
we hope will be useful to our members and others interested in community woodlands in
Wales.

As Community Woodland Groups much of what we do falls under the remit of the Well-being of
Future Generations (Wales) Act 2015. The Act provides us with a useful planning aid that we can
use as individual groups to direct our activities and outcomes, and as a Wales-wide collective
working towards common goals. Information and guidance on the Act can be found here

(futuregenerations.wales/about-us/future-generations-act) and in our Advisory Note 5 WFGA and
SMNR.

Contact us:

Llais y Goedwig

Unit 1, Dyfi Eco Park, Machynlleth, Powys
SY20 8AX

Tel: 01645 700061
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