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RI has in the past suggested that clubs and districts might consider a move towards incorporation.  The reason seems to be a 

concern about risk, particularly when dealing with youth and vulnerable people.  It was for this reason that the RIBI Districts 

Youth Exchange Association was incorporated as a limited company.  The main questions would be: 

• what are the advantages? 

• what are the disadvantages? 

• what are the risks to the club or its members which could make the incorporation of a club a serious consideration? 

 

We would probably be looking at clubs becoming companies limited by guarantee i.e. having no share capital. 

 

Generally speaking the disadvantages to a club of incorporation far outweigh any advantages – in fact, for the average club 

we can’t think of any real advantages.  For this reason it would be an unusual request although there may be specific reasons 

why a club would feel that it would be to their advantage.  We are not aware that any club within RIBI has taken the decision 

to incorporate, or even seriously considered the possibility.  

 

Main advantage to a larger club - limiting of liability to any shareholders (probably the members in the case of a company 

limited by guarantee).  But this does not mitigate the officers from their duty to exercise due diligence in their activities.  

They could still be held liable for negligence or indeed for wrongful trading.  

 

Main disadvantages: 

• Corporation Tax - it would be treated as a trading company.  Although no corporation tax would be payable on any 

‘profit’ from members, it would be payable on any excess of income over expenditure that came from any non-

members. This would mean that you would have to split the results of any event between members and non-

members. 

• Charity fund raising events - whilst companies can make charitable donations and effectively reduce their tax 

liability, there are rules as what is and what is not a deductible charitable donations. Charitable donations in general 

are covered by S191 onwards of Corporation Tax Act 2010. However often Rotary clubs will assist individuals or 

groups who are not charities and these would therefore probably not qualify. 

• Accounts – formal accounts have to be prepared and filed for public record at Companies House.  These accounts 

must follow a prescribed format in accordance with the legislation.  The whole administration and accounting for 

club activities therefore would therefore require a greater degree of expertise and formality. 

• Insurance – there may be a need for the company to take out its own insurance, but this would have to be discussed 

with the RIBI insurers. 

 

Risks to club or club members: 

• Protection issues - RIBI already provides guidance to clubs on protection issues.  In principle, club members should 

be aware of current legislation relating to all their activities, and follow the guidance that is provided.  Any problem 

arising from non-compliance with the regulations would probably be considered as negligent and the limited liability 

concept would not apply. 

• Fund raising activities – most clubs that run major fund raising events have already set up a limited company to run 

the event.  The same rules of due diligence apply equally to these, but the shareholders and directors take 

responsibility.  Most regular fundraising should be dealt with through a club charitable trust, which is a separate 

entity. 

• Club trusts – those clubs that already use a club charity for their charitable activities generally pass the risk to the 

trustees of the club trust.  These trustees have to apply due diligence and become personally liable if they are 

negligent. 

• Financial – what (if any) financial risk would the club be trying to limit? 

 

Incorporation of a club could be a real burden on members with no real advantages. 


