Summary of the problem: 
Mr. Bashir would like to set up a limited company business that is going to benefit the community. My aim is to find out the different ways in which this can be done. 






























Key words or phrases:
The key words I used in my research were:
Limited company with special rules
Unincorporated associations
Incorporated organizations
Company and community
Company and charity
Company and nonprofit
CIO charity
Limited company
Charity and contracts 
benefits the community
Limited company by guarantee
law formation
Special issues regarding formation
how a limited by guarantee company is governed 
Companies act 2006 
 memorandum 
charity interest test












Research Trial:
I started my research by Typing in the search bar on google UK, `limited company with special rules` it took me to (GOV.UK) titled `setting up social enterprise` I then clicked on limited company which the lead me to search for limited company by guarantee. 
This led me to start looking around charity-based companies, such as unincorporated associations and incorporated organizations, I did this through looking in the of Jones (2016).
I then started my search on CIO which I typed in the search bar on google `CIO charity`
I went on to look at memorandum and the model articles of associations, it was searched through google, I typed in the search bar `memorandum`.
I searched companies on Westlaw and it took me to companies, which I then clicked on company formation. I also searched through ‘the practice of company and partnership law’ book, under the section 10 forming a company.
I search in google and typed in `charity interest test` in the search bar it took me to the (asset lock, 2016). Which then lead me to (Financing community interest companies, 2016). 
 


















Research Findings 
A form which is called, community interest companies, would need to be filled out and sent to company house. Community interest companies are for those who wish to help the community and are a special kind of limited company that is beneficial to the community and does not benefit the shareholder. There are a few different ways in which you can set up a charitable business; those are limited by guarantee, unincorporated association, or charitable incorporated organization. A company that is set up through a limited by guarantee has its own legal entity in its own right and is separate from its own personal finances. (GOV.UK). 
Korchak (2017) provided information for companies. Private limited companies which are limited by guarantee have members instead of shareholders. The members are guarantors, who then have to agree to contribute a fixed amount towards the company’s debts in the event of the company being wound up. The liability is guaranteed and limited to one pound for each member.  
According to Bialey (2021) Therefore, it is an advantage for owners and members of limited companies because they have limited liability. They cannot be sued for debts of the company because it is the company’s debt and not the members' debt. 
Unincorporated charity means that the managers would be liable for the business themselves as it has not got its own legal entity. If they were at fault for anything that went wrong, they would be liable and would not be accepted into contracts or be in control of some of the investments that are in their name. The managers would have to enter into contracts themselves. Because the owners cannot register the land in their names, the corporate custodian trustee or the charity's land holding service would hold the land on behalf of the chosen charity name, regardless of who owns the charity, and it would remain in the same name. You can change from an unincorporated charity to an incorporated charity. 
However, this can be very complicated. Charitable incorporate organisation allows you to register your land in your own name rather than the trustees. It also allows you to employ staff and has its own legal entity in its own right, which allows the body to enter into contracts. All the parties are responsible for the debts. (Jones 2019).
The CIO has more opportunity`s to generate income which is an important factor with charity`s to be able to do what they are doing. Charities are regulated and get a lot through fundraising events and receive a lot more donations than community interest company this is because the CIC is not regulated, although they can have fundraising events but people would rather give to charity’s that are regulated. The charitable incorporated organization will only need to registered with charity commission, and they have similar benefits to a limited company.  (Fisher 2018).
 Newman (2019) provided information for businesses, A memorandum is a document that sets the company up, and then the model article of association is set to how you want the business to be run. According to Arora (2019/20), to avoid the objectives in the memorandum, a company can put in writing in the model articles of association how they want the business to be run. You could add or change this only through the registrar at any time, although the company should give notice before changing anything and this would not come into place until the business is registered with company house. However, Community interest companies (2021) states, the section that are highlighted in red cannot be removed or changed from the models as they are mandatory. 
[bookmark: _Hlk88688664]

For a company to qualify as a community interest company, it will have to pass a community interest test, which means that a reasonable person may consider that the events that are being carried out by the company are beneficial to the community. This has to be proven as long as the company exists. A community-interest company will automatically have an asset lock, which would mean that the assets are automatically transferred to a different company that has an asset lock. The purpose of an asset lock is to make sure that the community benefits. Other than the community, no one else can benefit from the business. A company that is limited by guarantee does not automatically have an asset lock, but they can choose to adopt a bespoke article that will include an asset lock. A community interest test and an asset lock are clearly set out to ensure the community's benefit.  (The asset lock 2016). 
[bookmark: _Hlk88171714][bookmark: _Hlk88782025]Companies and CICs can impose a "floating fee" on assets that fluctuate, such as shares or debtors. The floating charge floats above the assets charged like a net. When a charge is triggered or 'crystallises,' the net decreases and covers all of the charged assets at the time. The floating charge is only activated when specific circumstances specified in the charge's terms, or the lending facility under which the charge was granted, are met. When a company borrows money, the term "debenture" is sometimes used. A debenture can be any document that creates or acknowledges a debt, although it's most commonly associated with loans secured by a company's assets (mortgage debentures) or the issuance of corporate bonds (where the company, instead of borrowing under contractual arrangements with financial institutions, sells bonds in exchange for cash to investors more generally: the investors then receive specified interest and capital repayments, and may in addition be able to make a profit by trading in the bonds themselves). (Financing community interest companies, 2016). 
For a community interest company, "CIC" must be put at the end of the name, which indicates the nature of the business and cannot be used as a normal company would be. (Waghorn, 2015). 
 













Advice to client 
CICs, limited company guarantee, and can be done fast online.
Limited companies have their own legal identity, so, therefore it is an advantage for owners as they are not personally liable for the company’s debts. 
In their view of corporate responsibility (Clarke, 1997) issues that could occur in the company. It may be a conflict of interest due to unfair dealings, or it may be risk management, where members or shareholders don’t have very good knowledge or are not experts in the field of the company. Corporation governance can be used to ensure the interests of members and shareholders are involved in making decisions. The rules rotate around the Companies Act 2006 on how their responsibilities should be carried out legally. 
If the charity will be relatively large, have staff, enter into commercial contracts (including contracts to offer services), raise funds, or own freehold or leasehold land or other property, it will be suitable to set up the charity as a company under the Companies Acts. It will be preferable for the charity's trustees because a corporation would be responsible for the charity's actions, and the trustees will be better protected from personal accountability for the charity's debts, making it simpler to attract trustees. There are no shares or shareholders in a business limited by guarantee, but there are members who commit to contribute. (Charity commission, 2017). 
The firm must have one or more members in order to be restricted by guarantee. Members will have the same rights as shareholders, including the ability to vote, attend general meetings, and remove and appoint directors to the board of directors, subject to any additional requirements written out in the company's articles. In other words, the company's control remains in the hands of the members.
A CIO benefits from the fact that its members have limited liability and it has its own legal personality providing the trustees with a certain level of protection. CIO will also benefit from being able to claim tax breaks, and gift aid on the donations which they receive. 
However, for CIOs audit is a lot lower which would mean getting their accounts done would cost more. For a charity that are searching for help with funding, could pose a problem for the CIO to get any funding from the financial institutions, because the CIO is quite new and relatively unproven the financial institution may not recognise the structure.
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