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1. Introduction

1.1 What is this guidance about?

The Charity Commission is often asked to advise charities on issues they should take account of when seeking 
to work collaboratively or to merge. Based on its experience, this guidance sets out the issues and factors that 
need to be taken into account before taking any decision to go further. The commission has also identified 
the key stages and practical steps that are involved in the different options. The publications Choosing to 
collaborate: helping you succeed and Making mergers work: helping you succeed are also available.

1.2 ‘Must’ and ‘should’: what the commission means

The word ‘must’ is used where there is a specific legal or regulatory requirement that you must comply 
with. ‘Should’ is used for minimum good practice guidance you should follow unless there’s a good reason 
not to.

The commission also offers less formal advice and recommendations that trustees may find helpful in the 
management of their charity.

1.3 Scope of this guidance

This guidance highlights some key issues for charity trustees and, where applicable, their staff on the 
subject of collaborative working and mergers. It describes ways of working in partnership as well as the 
different types of structures and processes involved. It is intended to help charity trustees decide whether 
they want to proceed and, if they do, what the different stages and issues are. This guidance concentrates 
on the role of the commission in both partnership working and mergers and outlines the support it is able 
to offer.

The guidance includes some case study examples of collaborative working and mergers.

Section 2 illustrates different forms of collaboration and partnership and describes both the formal and 
informal structures that a number of charities might use in working together.

Section 3 describes what a merger means in practice for a charity and also covers key considerations for 
trustees: costs, the role of the Chief Executive and the legal issues that might arise.

Section 4 is concerned with the issue of ‘due diligence’ - a technical term used to describe how a charity 
should assure itself that merging with a new organisation is in the best interests of the charity and is a 
good ‘fit’.

1.4 What does the commission mean by the terms ‘collaborative working’ 
and ‘merger’?

In this guidance ‘collaborative working’ describes joint working, by two or more charities, on a project or 
venture in order to fulfil their purposes, whilst remaining as separate organisations. The project or venture 
may relate to any aspect of the charities’ operational activity, including administration, resource sharing and 
streamlining of costs, service delivery and fundraising activity, or advertising and raising public profile.

Sometimes a decision to work together can lead to the formal merger of two or more charities. The 
commission uses the word ‘merger’ to describe the transfer or combination of the assets (and liabilities) 
of two or more separately registered charities. This will result in some or all of the parties restructuring or 
dissolving. In such cases, either a new charity is formed or one charity assumes control of another.

https://www.gov.uk/government/publications/choosing-to-collaborate-how-to-succeed
https://www.gov.uk/government/publications/choosing-to-collaborate-how-to-succeed
https://www.gov.uk/government/publications/making-mergers-work-helping-you-succeed
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1.5 Technical terms used in this guidance

Although the commission has tried to write this guidance in everyday language, there are some technical 
terms it has to use in places. This list explains some of them:

Charitable company: means a company (usually limited by guarantee):

•	 formed and registered under the Companies Act 2006, or

•	 to which the provisions of the 2006 Act apply

and

•	which is established for exclusively charitable purposes

•	which may or may not be registered as a charity (some may be too small to be registered and some 
may be exempt from registration on other grounds)

Chief executive: is used to refer to the most senior member of paid staff within the charity. They may be 
known by a range of titles, including chief executive, chief executive officer, director, or director general.

Duty of care: all trustees have a duty of care towards their charity. For the trustees of unincorporated 
charities, the Trustee Act 2000 defines the level of care and the particular circumstances in which it must be 
used. This standard means that a trustee is expected to use his or her knowledge and experience reasonably 
and in the interests of the charity. If they do so, they are unlikely to breach charity law. Where a trustee has 
professional or business expertise then he or she is expected to make use of this in running the charity.

Although, strictly, this duty of care only applies in certain situations defined in the Act, legal precedent and 
good practice mean that the duty of care should be considered as applying to all aspects of trustees’ work.

Although the Act does not apply to charitable companies, the general principles of charity law mean that 
similar duties and principles apply to trustees who are directors as well.

Duty of prudence: trustees must:

•	ensure that the charity is and will remain solvent

•	use charitable funds and assets wisely, and only in furtherance of the charity’s objects

•	avoid undertaking activities that might place the charity’s funds, endowments or other assets, or 
reputation, at undue risk

•	 take special care when investing the funds of the charity, or borrowing funds for the charity to use

Governing document: means any document which sets out the charity’s purposes and, usually, how it is to 
be administered. It may be a trust deed, constitution, memorandum and articles of association, conveyance, 
will, Royal Charter, scheme of the commission or other formal document.

Legal authority: is a general term for the method by which the commission authorises an alteration in 
the way that a charity operates. It can mean a scheme, an order or, in the case of charitable companies, 
consent to a change under sections 197 - 202 of the Charities Act 2011:

•	an ‘order’ is a legal document made by the commission which can, for example, confer new powers 
on a trustee body or appoint or remove trustees

•	a ‘scheme’ is a legal document made by the commission that can change any aspect of a charity’s 
purposes or administrative provisions
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Permanent endowment: means the property of a charity (including land, buildings, cash or investments) 
which the trustees cannot spend as if it were income. It must be held permanently, sometimes to be used 
in furthering the charity’s purposes, sometimes to produce an income for the charity. The trustees cannot 
normally spend permanent endowment without the commission’s authority.

The ‘register of charities’ is maintained by the commission: it contains the details of registered charities in 
England and Wales. Most charities are required by law to register their details with the commission (a few 
have registered voluntarily).

Special trusts or restricted funds: mean funds or property held and administered as separate trusts by or on 
behalf of a charity. The purposes of a special trust must be narrower in range than those of the main charity.

Trustees means charity trustees: charity trustees are the people who serve on the governing body of a 
charity. They may be known as trustees, directors, board members, governors, or committee members or 
some other title. They are responsible for the general control and management of the administration of 
the charity.

Some charities also have ‘custodian’ or ‘holding trustees’: a custodian trustee is a corporation appointed 
to have the custody, as distinct from the management, of trust property. Holding trustees are individuals 
appointed to hold the property of the charity. They can only act on the lawful instructions of the charity 
trustees and in accordance with any provision contained in the governing document.

TUPE: stands for the Transfer of Undertakings (Protection of Employment) Regulations 1981 and 2006. These 
regulations, and amendments, implement the European Community Acquired Rights Directive 1977. TUPE is 
intended to protect the rights of employees when a transfer from one employer to another is made.

Although TUPE will apply in a wide range of situations, there may be some circumstances when it does not: 
TUPE is likely to apply to mergers between charities.

https://www.gov.uk/find-charity-information
https://www.gov.uk/find-charity-information
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2. Collaborative working
This section describes different formal and informal types of collaborative and 
partnership working. It also makes good practice recommendations for trustees.

2.1 What does the term collaborative working cover?

The short answer

Collaborative working describes joint working by two or more charities in order to fulfil their purposes, 
whilst remaining as separate organisations. This may relate to any aspect of the charities’ operational 
activity, including administration, fundraising, raising public profile, resource sharing and streamlining of 
costs and service delivery.

In more detail

Collaborative working can cover a wide range of activities. At the informal end of the spectrum it can 
include networking, sharing of information and membership of associations, groups or federations. While 
these examples of informal collaboration have an important role to play, this guidance focuses principally on 
more formal partnership projects and other collaborative ventures. Examples include:

•	outsourcing functions such as finance, information systems support and payroll services

•	 sharing resources such as training or transport

•	 co-locating and sharing accommodation and premises

•	working arrangements which increase access and participation and enable charities to develop 
diversity in their services

•	 formal partnerships between organisations in which resources are pooled to secure staff or services 
that none could afford on their own

•	 joint projects or programmes for aspects of service delivery or campaigning
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Case Study

The Community Council for Devon & Kenn Parish Hall

The Community Council for Devon (CCD), with an income of around £900,000, is based in Exeter and 
serves Devon. It exists for general charitable purposes and concentrates on supporting rural communities. 
Its activities include village hall support, community planning, housing and rural learning, social inclusion 
and rural regeneration. Kenn Parish Hall is a smaller charity based near Exeter which provides the 
inhabitants of the parish with a hall for social, educational and recreational purposes. It has an annual 
income of around £11,000. 

The two charities are planning a novel example of collaborative working. This is a joint venture to provide 
a new purpose-built complex which will provide up-to-date premises for CCD (currently based in a 
prefabricated building), and brand new community hall facilities for Kenn Parish Hall.

Having taken professional advice, the charities have drawn up a joint venture agreement which details 
the ratio of investment and the usage arrangements for each charity. The scheme has also been awarded 
full planning permission and the charities are currently working on funding arrangements.

Both charities exist to benefit the public and further their charitable purposes by way of community 
development activities. This meant that there was no need for any specific power in their governing 
documents, or any other authority needed, before they could enter into the joint venture agreement. 
Their purposes already permitted this type of collaboration.

This joint venture serves as a really good illustration of what could be possible when charities work 
together for their own mutual benefit.

2.2 What general points should be considered when thinking of 
working collaboratively?

The short answer (legal requirement)

Trustees must act prudently in the interests of their charity. In practice this means that the benefits of 
collaborative working should be clearly established at the outset.

Usually, collaborative working does not require the commission to be involved as the arrangements are 
likely to fall within the trustees’ existing powers. However, depending on the nature of the collaboration, 
trustees may need to consider whether to take specialist professional advice.

In more detail

Before entering into a collaborative arrangement with another organisation, as good practice trustees are 
recommended to:

•	 satisfy themselves that there will be adequate benefits to their users and beneficiaries, which  
could include:

•	 cost benefits

•	 improvements to the quality of service

•	 the ability to reach a more diverse group of beneficiaries, thus ensuring improved access to the 
services the charity provides
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•	 identify the key success factors for the collaboration, which could include:

•	arrangements which value each party’s independence

•	 compatible activities and organisational structures

•	a clear definition of, and accounting for, what each of the relevant charities is responsible and 
liable for

•	agreements which are proportionate to the relative risks and complexity of the collaboration

•	a termination clause in any formal contract

Whatever the size and complexity of the proposed arrangement, trustees should assess the risks involved to 
ensure that these have been sufficiently addressed.

Case Study

Community Alliance

The Community Alliance (CA) is a partnership of four national community based networks - bassac, 
Community Matters, Development Trusts Association and The Scarman Trust. The partnership was set up in 
2004 to provide a nationwide resource of services and support to community organisations across England. 

CA’s aim is to help community organisations have long term impact by developing a more interactive 
relationship between community groups and the public.

The principle behind CA’s partnership is to work in close collaboration where possible, while ensuring the 
distinctive features of each organisation are kept. They identify areas of shared interest, such as product 
development or publications, to help the members of all four bodies, alongside specific initiatives for 
individual organisations.

Its success depends on creating a structure with good governance, flexibility and a balance of input 
from all four members. First steps have included setting up cross-partner working groups of staff from 
each organisation, bringing trustees of all four together for regular meetings and forming a strong chief 
executive working group - all coordinated by a dedicated programme director responsible for both 
programme delivery and developing the partnership.

2.3 What sort of legal issues might arise?

The short answer (legal requirement)

There are unlikely to be any legal barriers for charities working collaboratively, providing they are furthering 
their charitable purposes. However, depending upon the nature of the collaboration, charities may need to 
draw up legal agreements or contracts. In all circumstances, trustees must comply with the provisions of 
their charity’s governing document.

In more detail

When considering a collaborative working proposal, the trustees should be able to show that:

1. ‘The collaboration furthers their charity’s objects.’ As long as the charities can justify the collaboration as 
furthering their own objects, there is scope for collaborative working. In many cases, charities will have similar 
or compatible objects and where this is the case, the process can be more straightforward.

2. ‘It is an appropriate use of charitable funds.’ Resources used for the collaboration must be reasonable in 
relation to the extent to which the objects are furthered.
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3. ‘Any private benefit is incidental.’ Private benefits are benefits that people or organisations may receive 
other than as a beneficiary. Where people or organisations benefit from a charity in this way, then those 
sorts of ‘private’ benefits must be incidental, which means they are a necessary result, or by-product, of 
carrying out the charity’s aims. For further information on this subject see Charities and public benefit and 
Analysis of the law underpinning charities and public benefit.

Trustees must properly exercise their duty of care. This means that they should thoroughly consider the 
possible risks involved in collaborative working. In particular, when considering using charity property or 
assets in a collaboration, trustees should properly assess the likely risks as well as the potential benefits. 
Where there is a question about the proposed use of, and likely risks to, any type of charity property (for 
example, giving a loan to a joint venture) the commission can provide tailored advice.

In all collaborations charities should consider what would happen if one of the parties was suddenly unable 
to meet its obligations. It is important to consider whether the remaining party or parties would be able 
to continue in the working arrangement. Should anything go wrong, issues of liability can have wider 
implications for the charities involved, with repercussions for their assets and reputation. For these reasons it 
is important to have a clear formal agreement proportionate to the potential risks.

2.4 When does the commission need to be involved?

The answer

Usually, there are no legal barriers to charities working collaboratively in furtherance of their purposes. This 
is because charities either have:

•	an express power which allows them to establish and support any charitable association or body 
(for example enabling a charity to create a body to provide back office services for the charity and 
other partners)

•	an implied power to work towards the furtherance of its purposes by collaborating with one or 
more organisations

If necessary, the commission can make an order to clarify or add to the trustees’ powers. Before making any 
order, it will need to be sure that what is proposed is in the interests of the charity.

It is most likely that a charity will collaborate with another charity. However, charities will sometimes 
work with public and private sector partners. In all cases, trustees must be confident that the collaboration 
furthers their charity’s objectives, is an appropriate use of charitable funds and that any private benefit is 
incidental to the furtherance of the charity’s purposes. Where there is any doubt, charities or trustees should 
contact the commission for advice.

2.5 What types of structures are available for charities working collaboratively in a 
formal way?

The short answer

Charities and other organisations can operate together in a variety of formal or informal structures for the 
purpose of providing the best possible services for their beneficiaries.

Three common structures are:

•	 the ‘group structure’, a formal association of separate organisations

•	 the ‘affiliated or federal structure’ where a parent body offers support, strategic and central services 
to its members or affiliated bodies

•	 the ‘coalition structure’ where a group of charities works together for a common purpose

https://www.gov.uk/government/collections/charitable-purposes-and-public-benefit
https://www.gov.uk/government/publications/legal-analysis-public-benefit
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Some of the reasons for choosing one of these structures might include;

•	 the provision of a wider and better range of services for beneficiaries

•	 the creation of a well-known and trusted group ‘brand’

•	financial savings

•	 increased purchasing power

•	 the advantage of working with similar organisations while retaining individual cultures and identities

In more detail

Group structures

Group structures are a distinct form of working together, enabling charities to fulfil common purposes over a 
wide area, or deliver a complex range of related services to their beneficiaries. A group structure is a formal 
association of separate organisations. This could involve for example, a parent charity setting up other 
charities and non-charitable subsidiaries.

Groups can take many forms and a range of terminology is used to describe the parties involved. However a 
group structure is likely to have some or all of the following features:

•	 the group members act as a collective to deliver a range of services to beneficiaries

•	 the arrangement is formalised for example by a contract, service level agreement or memorandum 
of understanding

•	 the group will often include a parent organisation with one or more other charities and non-
charitable subsidiaries

•	 the group may consist of organisations which are both charitable and non-charitable

•	 the group might consist of only incorporated organisations and, as such, be subject to the 
Companies Act

•	all organisations within the group will have their own name and distinct objects (although it is likely 
that these will be similar in some way)

•	 the group will produce consolidated accounts

Where a parent body or charity sets up other charities and/or non-charitable subsidiaries, it is likely that 
the activities carried out by, or hived off to, the other charities or non-charitable subsidiaries will either be 
specialist, non-charitable or involve some form of risk. Some charities will wish to undertake activities that 
fall outside of their core business and hiving them off to other charities or to non-charitable subsidiaries 
can enable the parent charity to support and promote those activities while treating them as separate 
businesses, so not putting the parent charity’s funds and assets at risk.

This situation can also be achieved by a charity becoming the parent body of other already existing charities.
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Case Study

Portsmouth Housing Association Group (PHA)

The PHA group consists of four organisations which are involved in social housing and community 
regeneration. The four organisations are:

•	Portsmouth Housing Association (PHA)

•	 The Portsmouth Foyer

•	 The E C Roberts Centre

•	 The Bill Sargent Trust

PHA is the parent company in the Group. Its mission is ‘Building homes and communities to be proud of’. 
Through working in partnership with group members and with other local organisations it delivers a wide 
range of services across the communities of South Hampshire.

PHA was founded in 1973 and is a Registered Social Landlord with charitable status. It owns 
or manages over 5,000 homes and is developing a further 200 each year. It also supports the 
development of a range of community initiatives including: social enterprises, community banking, and 
community development training.

Portsmouth Foyer provides a mixed community for young people aged 16-25 including both supported 
accommodation as well as learning and development programmes. It also provides employment access 
advice, women’s projects, a supported move-on scheme and support for asylum seekers.

The Roberts Centre is dedicated to supporting families who are vulnerable due to homelessness or 
relationship difficulties. It provides a nursery with places for very young children as well as a contact 
centre and a range of tenancy support services.

Both the Foyer and the Roberts Centre are regarded as centres of excellence within their fields of 
operation. They are both registered charities and companies limited by guarantee. So they have the 
support and management focus of their own board of trustees whilst also benefiting from PHA’s support, 
particularly with professional services such as finance and HR.

The Bill Sargent Trust is a charitable trust which promotes action research into homelessness and related 
issues of social exclusion. It is currently evaluating the impact of local community banking initiatives and 
is planning to research the housing needs of the local Bangladeshi community.

Affiliated or federal structures

In an affiliated or federal structure there is usually a national charity which exercises some degree of control 
over local independent charities which are its members (or affiliates). Each local charity will have its own 
trustees who have responsibility for the general control and management of the local charity.

An example of how an affiliated or federal structure works

A national charity is set up to support and assist disabled people. Its members, who are also independent 
charities, have compatible purposes. In this example, the purposes of the members are limited to a defined 
and local area, such as the provision of day care facilities or the relief of need amongst the beneficial class 
in a certain local geographical area.
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The members of this affiliated structure are bound together by a common name, brand and purposes. As 
a condition of membership the members of the group will usually be asked to use a standard governing 
document provided by the national body. Examples of constitutional control that a national body might wish 
to have over its members include the right to:

•	approve any member’s change of name

•	approve any member’s change of purposes or area of benefit

•	 suspend membership for a proper reason

•	approve the disposal of assets upon dissolution

The national body typically has an advisory and supportive function but is also able to place conditions on 
how the member charities operate, in return for using the brand or name.

If the national charity is responsible for the general control and management of the local charities, that may 
mean the local bodies are not independent charities but merely branches of the main charity. ‘In such a case 
there is only one charity and it is not an affiliated or federal structure’. In this situation, whilst these local 
branches or committees have no discretion over policies to be adopted (except within limits agreed with the 
national trustee body) they do have the benefits of working under the umbrella of the national charity.

Coalition structures

For the purposes of this guidance only, the commission is using the term ‘coalition structure’ to describe a 
structure that exists where a number of separate charities agree to work together for a common purpose, 
sometimes described as ‘a partnership of equals’. The agreement may be only a temporary collaboration 
with a certain aim in mind, or it could be established on a more formal basis with a new association being 
set up (as in the following case study).

Case Study

The Disasters Emergency Committee (DEC)

The DEC is a registered charity and is a national forum of leading UK independent humanitarian agencies. 
It was established to support its members, currently thirteen agencies, in their task of alleviating acute 
human suffering amongst those least able to withstand the effects of a major overseas disaster by:

•	 creating an efficient appeal mechanism through the media for national fundraising and  
public response

•	ensuring that funds raised are used in an effective, timely and fully accountable way

•	 facilitating agency co-operation, co-ordination and communication

•	 raising standards in the implementation of humanitarian responses

Its purpose is to provide a national forum for joint fundraising and to assist and promote a swift 
exchange of reliable information in response to an overseas disaster. DEC appeals are managed by a 
small Secretariat that enjoys unique and generous support from a range of external organisations who 
provide their services at little or no cost during the launch and aftermath of an appeal. This powerful and 
widespread support, known as the ‘Rapid Response Network’ enables appeals to be launched quickly and 
cost effectively. It also guarantees widespread public awareness of the extent and needs of each disaster 
by delivering clear consistent messages about the crisis, and offers the UK public convenient ways to give.

The essential character of the DEC is the commitment by its member agencies, firstly to work together 
in the launch of national appeals, and secondly to be held jointly and individually accountable for the 
expenditure of funds raised.
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2.6 What types of formal collaborative arrangements are there?

The short answer (legal requirement)

Formal collaborative arrangements can vary in type. Examples are:

•	 contracts

•	 service level agreements

•	memoranda of understanding

Trustees must ensure that they properly exercise their duty of prudence when drawing up collaborative 
agreements. Agreements should be sufficiently robust to protect each party’s interests and take account of 
the risks, but not so burdensome as to hold back innovation or incur unreasonable administration costs.

In more detail

Informal collaboration will usually be more appropriate where the collaboration involves low risk activities 
such as sharing knowledge, experience or best practice information. However, even for such informal 
collaborations the arrangements and procedures should be clearly set out in writing to avoid any confusion.

Formal arrangements enable charity trustees to better identify and manage risks. Formal contracts may 
mitigate some risks, mainly legal, and if they are drawn up carefully they may also protect charities 
from risks to their assets and reputation. Depending upon their trustee and staff skills and experience, 
charity trustees may need to seek specialist professional advice when entering into a formal collaborative 
working arrangement.

Collaboration may take the form of a joint venture which is operated through the vehicle of a separate 
company, set up to separate the collaborative working element from the continuing activities of each charity 
in the arrangement.

Where a formal arrangement is proposed, trustees should ensure that their charity can meet the terms of 
any contract they enter into throughout the period of its existence.

A key overall message is that it is important to set the ground rules but not to over-complicate the 
arrangements. It is also important that an agreement for terminating the arrangements is drawn up from 
the beginning in case circumstances change and the arrangement is no longer viable.
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3. Mergers
This section describes what a charity merger is and covers key legal and practical 
issues. When thinking about a merger, trustees must:

•	check to see that they have the necessary legal authority to proceed, either 
from their governing document or from the commission

•	ensure that there is enough similarity of purpose and structure between the 
charities that are merging

3.1 What is meant by a merger of charities?

The short answer (legal requirement)

The merger of charities means two or more separate charities coming together to form one organisation. In 
such cases, either a new charity is formed to carry on the work or take on the assets of the original charities, 
or one charity assumes control of another. Trustees must act in accordance with the powers in their charity’s 
governing document or those given to them by law to make sure that any merger is legally sound. If these 
powers are insufficient, the trustees may wish to go to the commission for additional powers.

In more detail

The term merger is more commonly associated with the commercial sector where two or more companies 
merge together in order to save costs, increase profits and improve services. In the context of charities, the 
primary purpose for a merger should be to better meet the needs of the beneficiaries or users of all the 
charities involved, and make best use of their charitable funds and property.

The actual process of a merger between charities will depend on the legal structures involved and the 
powers contained in each of the charities’ governing documents. The merger will usually take one of the 
following forms:

(a) Two or more charities combine their assets and resources by transferring them all to a new charity 
established with purposes similar to those of the original charities. What can or can’t be done will depend 
on either:

•	what the governing documents of the charities concerned allow in terms of bringing the charities 
to an end, what must be done with their property and how the decision is to be made (‘the 
dissolution clause’)

•	where there is no ‘dissolution clause’ or similar, an analysis of what the purposes of the charities 
are and how their property may be used; broadly speaking, the objects must be similar enough to 
ensure that those who currently benefit from the charities will continue to do so after the merger - it 
will also be important to check for any restrictions on how the property of the charity can be used as 
this will have an effect on how the merger is brought into play. (See sections 3.2 and 3.5.)

(b) One or more charities dissolve and transfer their assets to an existing recipient charity.

(c) Two or more charities are grouped together, with one charity (or its trustees) becoming the trustee body 
of the other charity or charities involved. This is not strictly speaking a merger as there continue to be two 
or more separate charities (for example covering different parts of the country). In these cases trustees must 
be clear when they make decisions for a specific charity in the ‘group’ that they are acting in the interests of 
that charity rather than any other charity of which they also happen to be the trustees.
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Where charity trustees are considering the possibility of a merger and looking at the feasibility of the 
various options, they may identify legal issues which require the commission’s input, advice or guidance. 
Where a legal authority is necessary to enable the arrangement, the commission is pleased to advise the 
trustees on the most effective option.

Case Study

Volunteering England

The trustee bodies of the following three high-profile charities took a collective decision to merge, and 
launched the charity Volunteering England in 2004:

•	 The Consortium on Opportunities for Volunteering - a charity with an annual income of around 
£2.1million and 5 staff operating nationally

•	 The National Centre for Volunteering - a charity with an annual income of £2.7million and 32 staff 
operating nationally

•	Volunteer Development England - a charity with an annual income of £0.5million and 15 staff 
operating nationally and overseas

Prior to the merger, the three charities had already worked successfully in partnership together and a 
merger seemed a natural and sensible progression.

The trustees realised that it made sense to have one national organisation because the core functions 
of all three charities overlapped. The existing charities created a new charitable company, Volunteering 
England, in order to ensure equal status for all three partners and to better reflect the underlying key 
principle that the three organisations were coming together to create something new. The memorandum 
and articles of Volunteering England provide for a brand new trustee board to be formed, some elected 
from the membership of the company and some appointed by other bodies in the volunteering sector.

The following benefits of the merger were identified:

•	more effective use of resources, expertise, knowledge and information

•	 the ability to speak with a single voice and have more powerful communication

•	 the creation of a joined-up national, regional and local volunteer development function

•	 improved strategic thinking on policy, research and grant making

•	avoidance of duplication of effort, achievement of economies of scale and improved access to funding

The merger has resulted in:

•	 the creation of a new organisation called Volunteering England

•	new and enhanced programmes of activity, which better use the skills, knowledge and expertise of 
the new charity’s staff, board and advisory committees

•	 increased levels of government funding, compared with that received by the three charities combined

•	enhanced status with a stronger ‘volunteering’ brand both nationally and locally

•	good morale amongst staff

•	 increased credibility with key stakeholders

The new Board believes that the merger worked because of a collective understanding among the 
trustees of all three former charities that it was the right thing to do for volunteering. There was a clear 
reason to merge, the environment was right and it made strategic sense.
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3.2 What sort of information needs to be gathered to begin with?

The short answer

Information is required about the purposes, powers and property of the charities involved in a proposal  
to merge. This is to identify any potential problems or legal barriers to merger before any decision has  
been made.

In more detail

These are some examples of the type of information that is needed:

•	what is the structure of each charity that is involved - is it an unincorporated association, a trust or a 
charitable company?

•	what are the purposes of each charity involved?

•	what powers are available to each charity to achieve a merger?

•	does any charity transferring assets have the powers it needs, for example a power of dissolution?

•	does any charity receiving assets have the powers it needs, for example can it act as a trustee?

•	what property is to be transferred?

•	 is any of the charity’s property held as permanent endowment or on other special trusts that might 
prevent it from being mixed together with the assets of any recipient charity? (see section 3.5).

3.3 Is the commission’s consent needed for a merger?

The short answer (legal requirement)

Not always. The majority of charity mergers do not need the commission’s consent. But it must be 
involved if a charity has insufficient powers and wishes to proceed with a merger proposal, or its governing 
document specifically requires the commission’s consent when it is dissolving or merging.

In more detail

A charity’s governing document will, more often than not, contain the power needed to allow a charity to 
merge with another. Examples of the typical powers that trustees might have are:

(a) the power to dissolve their charity and pass the assets to another charity with the same or similar 
purposes. Generally, trustees may use this power without needing to first obtain the commission's consent 
unless their governing document specifically says otherwise.

(b) an express power to merge - the power contained in the commission’s model governing documents also 
enables charities to merge without first getting its consent.

If charities’ existing powers (both constitutional and implied) are a barrier to merging with another charity, 
the commission is pleased to offer tailored advice and guidance to help secure the best way forward.
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3.4 Do the purposes of merging charities need to be the same?

The short answer (legal requirement)

Not necessarily, but the purposes of the merging charities must be compatible.

In more detail

The primary duty of the trustees of a charity transferring its assets to another charity (a transferring charity) is 
to consider the needs and interests of those who benefit from its work. The purposes of the merging charities 
need to be compatible. Transferring charities must ensure that the recipient charity has purposes which are 
suitable, given the terms of the dissolution clause or other power being used by the transferring charity.

The commission is happy to advise on the adequacy of the charitable purposes of the recipient charity if 
there is any doubt.

3.5 If a transferring charity has special trusts, restricted funds or permanent 
endowment, will this prevent the merger from going ahead?

The short answer (legal requirement)

No, but it is important to identify these classes of funds since they must be dealt with in accordance with 
the rules governing their use and cannot be simply mixed in with the general assets belonging to the 
recipient charity.

In more detail

Typically it will be necessary to ensure that the special trusts, restricted funds and permanent endowments 
which are being transferred to the new charity, continue to have a separate and ring-fenced existence 
where this is legally required. However, the terms of special trusts or restricted funds sometimes enable the 
funds to be wound up and transferred over to the general assets of the recipient charity. If the terms do not 
allow this, it will usually be possible for the trustees of the existing charity to appoint replacement trustees 
for the special trusts (likely to be the trustees of the recipient charity), to take over once the merger has 
happened. Trustees may need to take legal advice on this issue. The commission is happy to assist if there 
are inadequate powers of appointment available.
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Case Study

CLIC Sargent

Cancer Leukaemia in Childhood (CLIC), with an annual income of £6.4million and operating nationally, and 
Sargent Cancer Care for Children, with an annual income of £7million and also operating nationally, were 
two charities that existed to provide clinical, psychosocial and emotional support for children and young 
people with cancer, and their families.

In deciding to merge, they opted to wind up both existing organisations and transfer their assets to a 
newly formed charitable company with identical purposes.

The main aims of the merger of CLIC and Sargent Cancer Care for Children were:

•	an enhanced service delivery to the users of the charities’ services

•	pooling of resources and a projected annual income of £17million for the new charity

•	enhanced governance arrangements

The commission met with representatives from both charities and their professional advisers and 
discussed the way forward. It identified the stages of the merger process that would require the input of 
the commission. These stages included:

•	advice on the new charity’s governing document

•	 registering the new charity

•	making an order transferring the ownership of 42 properties from the former charities to the  
new charity

As well as the overall decision to merge, some of the main considerations for trustees in the process were;

•	ensuring that services to beneficiaries were maintained throughout

•	agreeing the name, brand and identity of the new charity

•	ensuring there was an efficient assimilation, restructuring and recruitment process that would cause 
minimum disruption to staff and the charities’ activities

CLIC and Sargent Cancer Care for Children merged in January 2005. Indications are that the merger has 
been a success and the new charity, CLIC Sargent, is providing enhanced service delivery for beneficiaries 
and is on target to achieve its projected income. 

CLIC Sargent is keen to share their merger experiences with other charities who may be considering 
undertaking the process: please feel free to contact the charity on 020 8752 2800.
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3.6 What are the powers that trustees might expect to see in their governing 
document that would allow their charity to merge with another charity?

The short answer (legal requirement)

The charity’s governing document, typically a trust deed, a constitution or a memorandum and articles of 
association, might contain powers that could be used to achieve a merger. These will vary from charity to 
charity and other routes to a merger may be available.

The most common power is one which allows trustees to dissolve or wind up the charity and to pass the 
charity’s assets over to another charity or charities with similar purposes. Some charities may have an 
express power to merge with another charity.

In more detail

These are some of the implications of the differing governing documents:

A trust: a trust governed by a trust deed does not usually have members and all decisions will be made by 
the trustees according to the procedures set out in the deed. The deed may contain an express power to 
merge, or a power to dissolve and pass the charity’s assets to another, or in some cases both.

An unincorporated association: this form of charity has members who play a key role in the administration 
of the charity. The governing document, usually a constitution, might contain an express power to merge 
and commonly has a power to dissolve the charity and transfer its assets to another. Although the trustees 
are responsible for the general administration of the charity, decisions such as the dissolution of the charity 
will require a vote by the members. This means that the members can vote against a motion to dissolve 
(see section 3.7).

A charitable company: the governing document of a charitable company, a memorandum and articles of 
association, will usually include a range of powers that will enable it to merge with one or more charities.

Any changes to the purposes of the charity or anything that restricts or directs the way that its property is 
used will require the commission’s consent under sections 197 - 202 of the Charities Act 2011. Charitable 
companies must also inform Companies House of a change to their memorandum and articles of association 
or of their dissolution.

Mergers between charitable companies tend to be more administratively straightforward because of the 
expendable nature of their property. Charitable companies cannot hold permanent endowment corporately 
because, by its nature, permanent endowment is held on trust for investment or for retention, and must 
only be used to further the charitable purposes for which it was given. All of a charitable company’s assets 
must be able to be used for its own general purposes which may be wider than the purposes for which the 
funds were given (this includes paying creditors in case of liquidation). A permanent endowment can be 
held by a charitable company in a trust (where it is a corporate trustee) but not as corporate property.
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3.7 How involved in the process should our members be?

The short answer

Generally it is unincorporated associations and charitable companies that have a membership structure and 
the governing document will set out the role these members have in the administration of the charity.

In more detail

If a charity has members, trustees should consider the role and involvement of those members in the 
merger process at an early stage. This is particularly important if the proposals, or exercise of any power to 
merge, requires the consent or other input of those members. For example:

•	 the governing document of a charity may require its trustees to ask its members to vote on any 
merger proposals before a decision can be taken

•	 in some governing documents, members are required to vote on proposals to dissolve the charity and 
transfer its assets.

3.8 Are there different procedures for small charities?

The answer

Smaller charities may be able to take advantage of sections 267 - 292 of the Charities Act 2011 which make 
special provisions for certain small charities to transfer property, modify their trusts or use their capital with 
the commission’s agreement.

3.9 What do the trustees need to think about when estimating the cost of  
a merger?

The short answer

Do not under-estimate the cost of a merger. Set aside adequate levels of funding for the merger, and keep 
the actual and anticipated costs under review.

In more detail

Some costs can be calculated in advance, such as:

•	modification or development of services

•	 introducing common technology and information systems

•	professional fees

•	advertising

•	 rebranding

•	 staff time

•	 relocation expenses

•	governance costs, such as special general meetings, or amendments to membership or  
beneficiary records
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Unforeseen costs might include:

•	 losing out on new initiatives, opportunities or income sources because of time spent on the merger

•	possible disruption, for example through office relocation, or through redundancy processes

•	 changes in legislation which might, for example, affect terms and conditions for new, as opposed 
to existing, staff and the speed at which the new charity can move to common terms and 
conditions of employment

•	disruption to delivery of aims and objectives

•	 loss of existing funding (for example where a funder is currently donating to both charities but their 
policy states that they can only give to one organisation)

In the short term there may be more costs than benefits and if trustees are considering a merger, they need 
to be confident that the longer-term anticipated benefits justify those costs.

Some funding bodies provide grants for charities to explore and undertake a merger. Although sometimes 
administratively straightforward, mergers can often be complex in terms of organisational and cultural 
change, which might mean that charities considering merger could benefit from specialist independent 
advice. As with any significant contract, trustees should consider tendering for these professional services to 
help them merge.

3.10 Can charitable funds be used to meet the cost of a merger?

The answer

Yes. The costs of a merger are proper uses for charity funds.

3.11 What other issues are there to consider when thinking about a merger?

The short answer (legal requirement)

Charity trustees are legally responsible for taking any decision to assess a merger proposal. This work is 
often delegated to senior staff within the charity. However, trustees themselves need to fully consider all 
the relevant issues before making any decision.

In more detail

The main issues to consider when exploring a merger proposal include:

•	whether the merger will be in the best interests of the charity’s beneficiaries

•	ensuring all legal issues have been addressed and that the process complies with the charity’s 
governing document

•	how to maintain confidentiality

•	proper assessment of employment issues, such as any TUPE requirements, pension liabilities (in 
particular, final salary schemes) and compliance with employment law

•	 sensitive handling of staffing issues, such as managing any staff reductions (including in some cases 
the chief executive and other senior staff) and addressing staff morale in the period of change

•	an assessment of the risks attached to the proposed merger, including any operational and 
reputational risks
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•	other factors that can impact on a merger including: 

•	 the need for good communications, both internal and external

•	 future location

•	filling key roles eg chair, chief executive, and board members

•	 the importance of deciding on an appropriate name, brand and identity for any new charity

•	engaging with and managing expectations of people and organisations that have an interest in 
the merger

•	 the need to negotiate with existing funders at an early stage

•	any impact on the ability to fundraise, for example the likelihood of an attrition of donors

•	organisational culture

•	 internal politics

3.12 What should the planning process involve?

The short answer

Mergers are major projects. Whilst the cultural aspects of a merger should not be underestimated, a 
structured project-management process will help to ensure clarity about planning, timescales and costings 
throughout the merger process.

In more detail

The following stages are normally involved in the planning process for a merger:

•	 joint exploration (ie between all parties to the proposed merger) of the key issues, including: 

•	 reasons for the merger

•	potential benefits

•	potential obstacles

•	an initial feasibility study, cost-benefit analysis and risk assessment

•	 the appointment of a merger project manager or dedicated resource to manage the process

•	 legal and accountancy analysis by advisers

•	advice from or discussion with the commission if there are problems with powers or other legal 
issues are identified

•	a formal due diligence exercise (this can be carried out in-house or by the charities’ respective 
auditors or other professional advisers); more information on due diligence can found in section 4

•	a formal decision by each trustee body to proceed with merger

This list is not exhaustive and will vary depending upon the size and nature of the charities merging.
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3.13 What part should a chief executive play in the process of merger?

The answer (legal requirements)

The role a chief executive will play in a merger will vary. In many cases, the chief executive’s contribution 
is vital to the process, for example where they identified or instigated the merger proposal. Nevertheless 
charity trustees must remain in control of the overall process. The chief executive and other individuals 
(including consultants) or committees, to whom certain tasks or responsibilities have been delegated, should 
report back to trustees on a regular basis.

Sometimes, a charity’s trustees may pursue a merger which will result in an outcome in which there is 
no future role for the chief executive. In these instances, the trustees will need to proactively drive the 
merger and also be particularly aware of managing communication with the chief executive, staff and 
other key stakeholders.

3.14 Will any other public bodies need to be involved, in addition to 
the commission?

The short answer

Possibly. Each charity involved in the merger process should have identified as part of a due diligence 
process (see section 4) whether any other public body will need to be consulted or involved as part of the 
merger process.

In more detail

The following agencies are examples of those that may need to be approached:

•	HM Revenue and Customs if the new merger will affect the charity’s tax or trading arrangements

•	 the Registrar of Companies if a new company is being created, an existing one dissolved or changes 
to a memorandum and articles are being made

•	 the HM Land Registry if land or property is being transferred from one organisation to another

•	 the Disclosure and Barring Service if a charity is taking over responsibility for overseeing volunteers or 
staff who will be working with vulnerable beneficiaries, and require checks

•	 local authorities, for a variety of reasons, including change of details for obtaining charitable relief 
from council tax payments, or for public collection licences

•	 the Care Quality Commission, if a charity’s activities are inspected by the organisation

This is not an exhaustive list, and will vary according to the charity’s purposes and activities.



Collaborative working and mergers: an introduction (CC34) 23

3.15 What is the function of the register of mergers?

The short answer (legal requirement)

The register of mergers can be seen on the GOV.UK website and shows the recipient charity of the 
property of a charity or charities that has ceased to exist. However, it can only contain details of mergers 
that have been notified to the commission by the receiving charity.

In more detail

Sections 305 - 312 of the Charities Act 2011 provide for the establishment of a register of mergers. 

The provisions are designed to address two issues:

•	uncertainty over whether a legacy to a charity which has transferred all of its property to another and 
ceased to exist can pass to the transferee charity

•	 simplifying the legal formalities regarding transfer of property between the charities involved in  
a merger

Relevant mergers (those that are eligible to appear on the register) are defined in section 306(1) of the 
Charities Act 2011. Broadly speaking, a relevant merger covers:

•	a charity dissolving and passing its assets to another

•	 incorporation cases (where an unincorporated charity winds up and passes its assets to a newly 
formed charitable company)

•	 cases where two or more charities dissolve and pass their assets to a new charity

The commission is only required to register those mergers that are notified to it by the trustees of the 
transferee charity once the transfer of all property has been completed and the transferor has ceased to 
exist. The merger that is notified to the commission can have taken place before sections 305 - 312 came 
into force. However, the trustees of the transferee charity ‘must’ notify the commission of any merger 
where a vesting declaration has been used to transfer the title to the transferors property to the transferee.

Trustees of a transferee charity can use the application form to notify the commission of a relevant merger.

https://www.gov.uk/government/publications/register-of-merged-charities
https://www.gov.uk/how-to-merge-charities
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4. Due diligence

4.1 What is ‘due diligence’?

The short answer

Due diligence is a phrase with origins in the corporate sector. It is used to describe the steps organisations 
take to assure themselves that a merger is in their best interests. In charities, ‘due diligence’ describes 
the investigation of another charity or charities in advance of completion of a merger. The result of a due 
diligence exercise is that a charity has full knowledge of the organisation they seek to merge with (ie there 
are no surprises).

Where there is a collaboration involving significant financial or reputational risks the same process may also 
be used, although it may not be described as such.

The costs of commissioning due diligence work is a proper use of charitable funds, but should be forecast at 
the outset and regularly reviewed to ensure they remain proportionate to the risks involved.

In more detail (legal requirement)

Collaborative working and mergers have the potential to expose charities to a variety of risks, including 
additional liabilities. Trustees of all charities must comply with their legal duty to act in the interests of the 
charity. When planning a proposed merger or a contractual collaborative arrangement, they should ensure 
that they have identified any potential risks to their charity before entering into any agreement.

The nature of the checks used should be proportionate to:

•	 the size and nature of the proposal

•	 the amount of income and expenditure involved

•	 the nature of the existing and planned activities

For example, a more rigorous exercise may be necessary where charities have one or more of the following:

•	 complex service delivery arrangements

•	high profile or sensitive work undertaken

•	 links with affiliated charities

•	operations in a number of geographical locations

•	one or more trading subsidiaries

•	extensive property holdings and assets

•	 restricted funds or permanent endowment

Depending upon their initial assessment, trustees may require professional advice to ensure that there is an 
appropriate level of due diligence undertaken.
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4.2 What general areas are looked at in a due diligence exercise?

The short answer

The main elements of due diligence tend to include commercial, financial and legal matters. Other issues 
such as fundraising strategy, evaluation of future income sources, property, pensions and the provision and 
maintenance of information technology systems will often also need to be covered.

In more detail

These are the sort of issues that will generally be included when carrying out a due diligence exercise on a 
charity or another organisation:

Commercial due diligence:

•	 initial procedures (including agreeing extent of work, establishing main contact and liaising with other 
due diligence advisers)

•	 SWOT (strengths, weaknesses, opportunities, threats) analysis

•	 impact on future income

•	 competitive position

•	management resources

•	 risk analysis

Financial due diligence:

•	 initial procedures

•	financial review: history

•	 statutory information

•	management and employees

•	management information and accounting systems

•	accounting policies

•	financial results

•	net assets

•	 cash flow statements and forecasts

•	 taxation

•	general matters (eg accounting for pensions FRS17, insurance)

Legal issues:

•	 initial procedures

•	available/required powers

•	 compliance with relevant legislation, eg TUPE

•	property issues eg assignment of leases, transfer of title
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•	 contractual issues

•	 rules for appointing trustees to the newly merged body

•	nature of assets, eg permanent endowment

4.3 How should a due diligence exercise be carried out?

The answer

There is no pre-set or prescribed way for carrying out due diligence exercises.

Whilst trustee bodies of all charities considering a merger should conduct a due diligence exercise, it can 
be undertaken either with or without external professional advice. If trustees have adequate experience, 
the due diligence exercise can be wholly performed by them. The advantage of external advice is that 
professionals with specialist expertise can act independently and objectively. They can also be used to ask 
the awkward questions and request documentary evidence to support the answers.

Due diligence provides all sets of trustees involved with detailed knowledge which may help build trust 
during the merger negotiations, and in the future after the merger has been completed. The exercise will 
also identify any problems in advance of the merger progressing formally. This enhances the likelihood of 
trustees being able to properly address those problems at an early stage, and enhances the potential for a 
successful merger.
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