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	SUMMARY OF PROBLEM:
The same sets of laws are not applied to limited companies solely working for community welfare (Cornforth, 2020). Therefore, relevant law or statutes must be taken into account for such a community interest company (CIC) as instructed by the client and any special legal issues must be explored concerning its subsequent governance to ensure that client’s goal of constructing a community centre can be fulfilled without delay. Setting up a limited company that intend to operate with the sole objective to benefit the community and work toward community welfare is governed by special rules, relevant and applicable laws, and legislation. Developing such type of limited company that exists for benefitting the community instead of private shareholders fall in the category of community interest company (CIC), thereby considered a distinct and special form of a limited company. 

	KEY WORDS OR PHRASES: 
· UK laws, 
· UK statutes and legislation, 
· A limited company
· Community welfare objectives and limited company 
· Community interest company
· Special features and UK legislation or laws governing CICs
·  UK company law and 
· CIC legal structure in the UK.




	RESEARCH TRAIL
(Laws or statues, regulations, issues concerning legal structure and subsequent governance)
In order to examine the research problem, secondary data is collected in this law-based research in which government websites of the UK, relevant peer-reviewed papers, scholarly articles, and online government documents serve as key sources of information. Relevant legal research studies and literature sources are retrieved with the help of the above-mentioned keywords for collecting ample information to enrich findings. A total of 21 papers are included in data collection as part of problem analysis to further generate comprehensive results. The above-mentioned keywords are applied to Crown Copyright, official UK law website and Google Scholar with the use of Boolean operators “AND” and “OR” for extracting relevant sources for conducting the research.


	RESEARCH FINDINGS 
Under the UK law, in order to establish a limited company with community welfare motives also known as CIC, a community interest statement is required that explains the business plan. In addition, an asset lock is needed which indicates a legal promise that assets of the firm would solely be used for social objectives and a limit must be set regarding paying money to the shareholders. Further, the company needs to be approved via the community interest company regulator (Crown Copyright, 2011; Crown Copyright, 2021). The UK government introduced CIC under The Companies Act 2004 (Audits, community enterprise and investigations) which is designed and enacted solely for social enterprises aiming to utilise their assets and profits for community benefit. CICs are easy to set up, with adequate flexibility and certainty but with few special attributes to ensure their work is for community benefit. The Regulator of Community Interest Companies oversees the operations of such the limited company. CICs should be limited companies and it cannot function as an unincorporated organisation or charity. The CIC regulator approves the request extended to the panel by CIC. However, it is important to ensure that CICs should annually submit form CIC34 in regard to their annual submission in Companies House which consists of director remuneration’s confirmation and details of the company’s social impact as well as evidence of social advantages rendered to the firm in the last year (Crown Copyright, 2011; Crown Copyright, 2021).
Formation along with registration process is same as limited company and new firms can register via filling INO1 form accompanied by articles of association and memorandum combined with form CIC36 which is signed by their directors, describing community credentials, to the Registrar of Companies for Wales and England. The community interest part is thoroughly tested by the regulators in the process of registration so it needs to be clearly cited in the document. Community Interest Company Regulations 2005’s regulation 3 said that such a company cannot be politically motivated, serve unduly restrictive groups and be a charity (Crown Copyright, 2011; Crown Copyright, 2021).
It is important to note that CICs are limited organisations and they are cannot be deemed strictly as not for profit firms because they can deliver returns to shareholders or investors but their central motive is to offer benefits to the community instead of generating private profit.  Further, it is enacted under law provisions that investor return is permitted but it should be reasonable and balanced, thereby ensuring community benefit as central agenda of firms’ functioning (Bromley and Meyer, 2017).
Principles legislations: 
The Companies Act 2006, The Companies Act 2004 also known as the CAICE Act and The Community Interest Company Regulations 2005 are three core legislations administering limited company with social objectives (CICs) (Armour et al., 2017; Davies, 2020).
Legal structure and Governance :
The fundamental structure is the limited liability firm for CICs and they can be incorporated as a new firm and can also take one of three types or forms namely, firm limited via guarantee without share capital, private company limited via shares or public company limited via shares. Some additional features need to be embraced by limited company working solely for social benefits which are asset lock that signifies that assets available to the firm is used for benefiting the society or for supporting its activities (Defourny and Nyssens, 2017). The main components of the asset lock are mentioned as non-transference of assets at less than complete or wholesome market value. However, assets can be transferred at a special condition when it falls in the category of permitted transfers directed towards benefiting the society or to other asset-locked body. In the process of dissolving CIC, action can be taken towards transferring the assets to other asset locked body but only when all accountabilities are met (Crown Copyright, 2016a).
It is pointed out that limited companies that function with the core motive to benefit the community need to produce annual reports that would be delivered to Companies House with £15 fee and it is put in the public record (Crown Copyright, 2016a). It is necessary that the report includes all the details of activities carried out by the company and sheds light on involvement with stakeholders. It is also necessary to include financial information regarding declaration of dividends and payments to directors. A CIC functions in the same manner as other companies with well understood attributes of a limited company namely, a separate legal form, the capability to hold own assets and enter into contracts and flexibility in fund raising and borrowing (Crown Copyright, 2021). Overall, a CIC would continue existing despite management or ownership changes. Apart from this, as part of special issues and areas of consideration, it is asserted that members of this form of limited company possess the same decision-making and governance role as in other firms but members as well as the directors are strongly obligated to regard the wider community served by the company and ensure stakeholder engagement in all the activities (Coulding, 2018; Ferran, 2016).
Limited by shares or limited by guarantee:
It is clear that CICs are limited companies in the UK, like the majority of companies which implies that company debts are limited and they are formed and governed by the Companies Act 2006 through a simple registration process. Out of two common forms available; a firm limited via shares and a firm limited via guarantee, the company form must be carefully chosen in the light of proposed CIC and its key objectives because a company incorporated as limited by guarantee cannot be changed into a firm limited by shares and vice versa. In addition, CIC is subjected to general company legislate outlined in the Companies Act 2006 and other common law of firms and relevant legislation built up through decisions taken via the courts in the last few years (Mason and Doherty, 2016; Karré, 2018). It is stated that choosing a company form is the important area in establishment of limited company having community interests at heart. Limited by shares is suitable when the director or owner wan to retain the profit as a part of personal income while a limited by guarantee form is appropriate when the sole aim of the business is to use all profits for social benefits and serve as non-profit entity (Crown Copyright, 2016b). 
Advantages and drawbacks associated with CIC (Critical assessment of issues)
Some of the major benefits of CICs are clear goals and commitment to social benefits, access to finance, protection and limited liability, familiarity with the legal structure, flexibility concerning limited company structure and continuity of purpose. The special feature of usage of funds solely for the charitable causes even after dissolution of CIC helps in accomplishing the main objective governing the CIC model due to the provision of transferring the fund to asset-locked body (Korchak, 2018). In addition, it is quick to set up in comparison to charitable firms by means of consolidated application submitted to Companies House which are reviewed by the CIC Regulator. One of the key highlights and key advantages of CICs that are limited companies is reduced governance requirements as only an annual report needs to be submitted. Limited regulatory constraints allow such companies to exclusively focus on their social aims. On the contrary, it is argued that CICs are limited companies so they need to adhere to ongoing responsibilities of filing some accounts every years, maintain company register and also file data with Companies House (Park, Lee and Wilding, 2017; Cordery, Fowler and Morgan, 2016). In addition, restrictions on dividends, use of assets, lack of prestige over charity foundation, lacking public awareness of such model, limited funding access, lacking tax breaks and additional governance requirements are main drawbacks of CICs limited company over charity organisations. Ongoing reporting to HMRC and Companies House combined with submission of the report to the governing authority which is CIC regulator and submission of CIC34 increase hassle and complexity for the company as part of additional governance. Also, the CIC Regulator has the power to take action and investigate in case of any breach or non-compliance with social welfare or benefit goals (Crown Copyright, 2011). 
The company format limited by guarantee requires members to fulfil the debts up to a certain limit in case of failure and they have no accountability for the company debts beyond their guarantee. The constitution of the company set out the way people can become members or cease to be members. Each guarantor commonly guarantees a nominal amount of £1 but the principal supporter can underwrite activities and also guarantee a large sum (McDonnell and Rutherford,. 2018; Crown Copyright, 2016a).
Case example:
The case of Bewdley Development Trust, a multi-project CIC reinvigorated the market town community which was devastated. The CIC structure was selected because the founded needed maximum flexibility with community responsibility. The company also wanted the autonomy to act entrepreneurially for generating income while also retaining accountability via asset lock. The company structure opted by Bewdley Development Trust was CIC which is limited by guarantee because its sole aim was to deliver maximum benefits to the society (Crown Copyright, 2013).
Detailed research and assessment of examination of multiple secondary sources, literature data and evidence gathered from official government documents helped in producing detailed findings regarding the establishment of a limited company that aim to construct a community centre on a waste ground and work with the main motive to benefit and help the community. It is found that CICs are mainly limited companies and can be incorporated in any of the forms’ limited by shares and limited by guarantee in accordance to the company and founders’ objectives (Liptrap, 2021). Limited by guarantee is considered to be suitable for forming new CIC as it limits liability concerning company debts beyond mentioned guarantee or in cases of any failure. The research trail and extensive literature review revealed that main law and legislation in the UK that govern CIC’s functioning are The Companies Act 2004, The Companies Act 2006 and The Community Interest Company Regulations 2005. All limited companies having social goals (CICs) must adhere to laws and regulatory requirements enacted for limited company and they are subjected to all the regulations apart such as separate legal identity, acquisition of assets and form contracts but an annual report needs to be submitted to Companies House (Crown Copyright, 2011; Crown Copyright, 2021; Crown Copyright, 2016a; Crown Copyright, 2016b). Asset lock feature must be abided which is not part of private or commercial limited companies which ensures that company asset are devoted to social objectives and a limit requires to be set in regard to paying money to shareholders. Further, lacking tax breaks and continue compliance along with issues in converting from one form of CIC to other form create challenges and deemed as drawbacks of CICs. The company needs approval from the community interest company regulator and extra check by the CIC regulator indicates different governance for such firms. Moreover, decision making and internet legal structure is same as limited company but director and members must actively work towards community benefits (Lyon and Sepulveda, 2016; Cho, 2016).
It is derived from the literature data that the CIC regulator approve CIC’s request to incorporate a firm but it is mandatory to submit form CIC34 to Companies House on an annual basis which elaborate annual activities of the company. Social impact of the firm and director remuneration related details are submitted in this form and the final report. Formation of the company and the entire registration process is similar to limited company’s incorporation. Moreover, new firms can easily register by submitting INO1, articles of association as well as memorandum accompanied by form CIC36 that is duly signed by directors, explaining community credentials and then it sent to Registrar of Companies for Wales and England. Annual reports must be submitted and restriction on transferring assets on less than the market price is other features of CICs (Crown Copyright, 2016a; Crown Copyright, 2016b).






	ADVICE TO CLIENT 
The client is advised to incorporate the limited company as community interest company (CIC) in the UK with use of form limited by guarantee because the director or founder is not focused on generating profits for shareholders rather aims to benefit society and accomplish community welfare objectives. Therefore, limited by shares is not appropriate for the firm because the director of the firm aim to benefit the community and not seeks to generate profits from the business. However, it is important to note that the firm adhere to The Companies Act 2004, The Community Interest Company Regulations 2005 and The Companies Act 2006 and it is incorporated under the Companies Act 2006 but once it is incorporated as CIC as limited by guarantee, it cannot be converted into CIC as limited by shares so company form must be carefully chosen. The client can register by filling INO1 form, articles of association along with memorandum and form CIC36 but it must be signed by directors, should include details of community credentials so that it can be sent to Registrar for approval (Davies, 2020; Crown Copyright, 2016b).
In order to gain approval, it is essential to submit form to Companies House which then goes to the CIC regulator. Additional governance in such type of company is related to the investigation practices of the CIC regulator else decision making and overall governance is similar to limited company requiring regular reporting and maintenance of records and data. The client should submit CIC34 annual reports to Companies House which contain details of company activities benefiting society or community. CICs suffice same internal legal structure as limited firm but the core considering area is active indulgence in delivering benefits to the company. Thus, the client should clearly elaborate its community benefit objectives and reason behind incorporate the firm to receive fast approval in the process of registering. Additionally, asset lock conditions, dissolution terms and selling of assets related provision must be adhered by the newly formed CIC limited by guarantee (Cornforth, 2020; Korchak, 2018).
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