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Executive Summary
This paper outlines the procedures that Mr. Bashir will need to follow to establish a Community Interest Company. In addition, it has been said that this kind of business is an LLC, which is a limited company with all of the features of a corporation. For example, it is a separate legal body from its directors, with little accountability and independence. Furthermore, it has detailed the benefits that Bashir may expect to get by establishing this firm. These benefits include tax breaks and the issuance of shares. This report discusses the necessary prerequisites for creating a CIC, which will also be helpful to Bashir. Also, the information has looked at various factors of a company that is important to CICs. In addition, it establishes the benefits that Bashir anticipates to accrue from CICs in comparison to charitable organizations.
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A Community Interest Business (CIC) is a company with a unique set of characteristics preferred by Bashir to help his community. In addition, newly formed Community Interest Companies (CIC) are governed by the Companies Act 2004 and The Community Interest Company Regulations 2005 (Ridley-Duff, 2007). Most importantly, rather than focusing on profit, the CIC model is meant to offer an efficient legal framework for businesses that seek to serve the community or target to engage in a socially beneficial purpose. Equally important, it is neither feasible nor desirable for a social or community business to establish a charitable non-profit organization under numerous circumstances. As a result, CICs play an essential role in company law since they demonstrate that a firm's primary goal is to help the community while simultaneously providing many of the benefits often identified with a limited liability corporation (Cho, 2016). Also, CIC's may be restricted by guarantee or by shares of the company. However, most guarantees are restricted in scope; since shareholder-owned CICs have a dividend cap. This approach ensures that the CIC concept cannot be misused for personal advantage, even though a business may produce investment via the issue of shares (Low,2006). Again, CIC can demonstrate its sincerity while keeping an efficient method of garnering financial assistance in this manner.
Furthermore, charities are subject to more stringent laws and restrictions in comparison to CICs. Still, the benefits of a limited liability company are the capacity to pay dividends and issue shares which may be particularly beneficial to trade firms (Low, 2006). These merits give CIC some leeway in its day-to-day operations as long as the appropriate caps and rules are followed. Besides, some significant statutory provisions apply to all Community Interest Companies (CICs), and many are included in the Regulations. Moreover, CICs are required to file a Community Interest Statement and a Community Interest Report each year, along with an "asset lock" clause in the CIC's articles of association that works as a safeguard to ensure that any assets held by the CIC and not moved out of it (Defourny & Nyssens, 2006). In addition, complying with company law provisions means that a CIC must also meet its obligations to the regulator by filing its yearly accounts and reports with Companies House (Defourny & Nyssens, 2006). As a result, a CIC must be incorporated both with Companies House and the CIC Regulator. In reality, most CICs are limited by guarantee, although they may be any business. Additionally, the CIC Regulator overseeing the registration procedure has a responsibility in ongoing monitoring and enforcement. After looking at the company's overall structure, Bashir has to be aware of the following aspects to construct a CIC firm.
[bookmark: _Toc88724646]Legal Forms
These are the legal provision necessary to incorporate a CIC and must be followed thoroughly. A CIC is not allowed to be a charity, an IPS, or an unincorporated business. In addition, limited liability corporations without charity status strain to guarantee that their assets are used for the benefit of the community. Only by seeking charitable classification is a company's financial support tied directly to its beneficial public mission (Cooney, 2012). This is where the Community Interest Company comes in: an application for a CIC is reviewed by the CIC regulator to see whether it fits the requirements of a CIC, Companies House will issue a Certificate of Incorporation (CIC) if the regulator is satisfied that all the documentation have been satisfied. Besides, the Charity Commission must approve the conversion of a charity to a CIC. In doing so, it will forfeit its tax-exempt status and other benefits (Cooney, 2012). A CIC may be owned by a charity, which would allow the CIC to transfer assets to the charity.
Nonetheless, CICs are less heavily regulated than non-profit; they do not enjoy the advantage of charitable status. In fact, CIC is best suited to philanthropic entrepreneurs who desire to do good in a way other than via charitable donations (Vickers et al., 2017). This perception might be due to:
· Social entrepreneurship is expressly associated with CICs. Some groups may prefer this to charity status.
· To be eligible for compensation, the directors of a charity must have the authority to do so under the organization's constitution. As a result, founders of social enterprises who want to be compensated cannot serve on the committee. They must cede responsibility for the company to a volunteering committee, which is typically unpalatable. CICs are exempt from this restriction.
· These people are interested in doing community service with the flexibility of a for-profit business structure. Still, they also want the security of knowing that the company will use the money they raise for charity purposes.
· To qualify as a CIC, a group must demonstrate a vested interest in the greater good.
CICs are required to submit form CIC34 to Companies House every year as part of its annual filing. Director salary must be confirmed and proof of the influence they have had on the organization's social mission in the last year. CICs must be included in some way. A CIC cannot be a charity, an IPS, or an unincorporated business (Dey &Teasdale, 2016). Limited liability corporations without charity status struggle to guarantee that their assets are used to benefit the community. Only by seeking qualified charitable classification may a company's financial support be tied directly to its public benefit mission. This is where the community interest company comes in. The CIC regulator reviews an application for a CIC to see whether it fits the requirements to become a CIC. Companies House will issue a Certificate of Incorporation (CIC) if the regulator is satisfied that all the documentation is in order.
The Charity Commission must approve the conversion of a charity to a CIC. In doing so, it will lose its tax-exempt status and other benefits. A CIC may be owned by a charity, which would allow the CIC to transfer assets to the charity. Although CICs are less heavily regulated than non-profits, they do not enjoy the advantage of charitable status. A CIC is best suited to philanthropic entrepreneurs who desire to do good in a way other than via charitable donations (Vickers et al., 2017). Because CICs are specifically associated with social entrepreneurship, this may be the reason. Some groups may prefer this to charity status. To be eligible for compensation, the charity board must have the authority to do so under the organization's constitution (Dey & Teasdale, 2016). As a result, founders of social enterprises who want to be compensated cannot serve on the board. They must cede responsibility for the company to a volunteering committee, which is typically unpalatable. CICs are exempt from this restriction. Non-charitable companies have the flexibility to respond to changing conditions, whereas non-profit have the certainty of not-for-profit status and may collaborate toward a common goal (Mason, 2020). To qualify as a CIC, a group must demonstrate a vested interest in the greater good. CIC34 must be submitted to Companies House every year by CICs as part of their annual submission (Mason, 2020). Director salary must be confirmed and proof of their influence on the organization's social well-being throughout the last fiscal year.
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	Legal personality and the doctrine of limited liability are the two essential foundations of company law that distinguish a company from other commercial organizations.
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When a company is created, it becomes a separate legal entity from its employees and leaders. It has the authority to contract, hold property, sue, or be sued in its own right like a corporation, as well as limited liability and perpetual succession (Duruigbo, 2003). Lord Macnaghten, in the classic case of Salomon v Salomon and Business Limited, established unequivocally that the company is a separate legal entity from its subscribers to the memorandum (Talbot, 2015). According to Section 16(1) of the Companies Act, as of the date of incorporation, a body corporate with the name in the memorandum and any other individuals who may become shareholders of the organization is responsible for carrying out the operations of a registered company with the right to control and perpetual succession, as well as a common seal. The court in Salomon's case laid to rest a number of critical beliefs (Kershaw, 2012). Even though they were referred to as "one-man enterprises," legal entities existed apart from their members and managers. Corporations were not the only entities that could incorporate; partnerships and sole proprietorships may also do so. A member may also purchase the company's debentures in addition to becoming a member.
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When it comes to winding up, liability refers to the degree to which an individual may be compelled to contribute to the company's assets (Kershaw, 2012). The liability of business members might be limited or unrestricted. Shares or a guarantee may be used to restrict its scope.
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Companies that are limited by shares are often for-profit enterprises ( Sealy & Worthington, 2013). This statement implies that the business is legally distinct from its owners, that its finances are separate from yours, that it has stock and shareholders, and that it is free to retain any earnings it produces after paying taxes.
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As a general rule, businesses that are limited by guarantee are "not for profit." In addition, personal and business money are kept separate and a "guaranteed amount" and a "guarantor" for the company's assets.
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	 Bashir's duties as a director of a CIC include adhering to the company's rules, which are laid out in its articles of association, keeping the company's records and reporting changes, filing his financial records and his Company Tax Return, and informing other shareholders if he might profit from a sale the company makes. Bashir will also withdraw money from a limited business, report company changes, generate company accounting statements and verify yearly reports.
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This is a standard component in all CICs to ensure that the CIC's assets are utilized only for community benefit. Except for dividends paid out in compliance with the dividend limiting laws, all assets and income generated by the CIC must be kept there and utilized only for the benefit of the community (Bayern et al., 2017). Assets may only be transferred to other "asset-locked bodies," i.e., organizations that do have an asset lock. Securities may be passed to charity or other CICs as a result of this. Articles of incorporation for the CIC must specifically include the asset lock.
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Caps on dividends must be in place for CICs that are restricted by shares. Providing an appealing investment option, often vital in encouraging and keeping the financial support necessary to operate the CIC and ensuring that most of the earnings are utilized for the community benefit, is this goal (Nicholls, 2010). There are two parts to the cap. In addition, there must be a ceiling on the total dividends that may be paid out.
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The maximum combined dividend is based on the CIC's distributable earnings and cannot presently exceed 35% of the CIC's total distributable profits. In agreement with the Secretary of State, the regulator has the discretion to amend the conditions of the dividend limit (Nicholls, 2010). This approach has already occurred after the 20% restriction on dividends per share in October 2014.
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CICs that do not employ their full dividend potential in a particular fiscal year may carry that capacity for up to five years.
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Similarly, performance-related interest, which is tied to the CIC's performance and hence subject to a limitation, has measures in place that limit the amount of interest that may be charged.
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The Memorandum of Association and the Articles of Association provide the basis of a company's legal structure. Creating a Community Interest Company necessitates the information included in these publications (Talbot, 2015). "The charter" defined by Lord Cairns in Ashbury Railway Carriage Co Ltd v Riche as "defines the restriction of the powers of a company to be constituted under the Act" is the Memorandum of Association Definition for businesses registered under the Companies Act. According to Section 5 of the Companies Act, a Memorandum of Association must have the following six clauses: Name clause (a) Registered office clause (b) Objects clause (c) Limitation of liability clause (d) Capital clause (e) Association clause. (f) Name clause.
[bookmark: _Toc88724659]Articles of Association
In the articles of association, a company's operating rules and mission are laid down (Talbot, 2015). Among the duties laid forth in the text is the appointment of directors, the maintenance of financial records, the formation of a company's share capital, and the rules for shareholder meetings.
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This report establishes the processes that Mr. Bashir will need to undertake to create a Community Interest Company. Also, it has indicated that this form of business is a limited company with all the company's features. For instance, it has limited liability and is a separate legal entity from its directors. In addition, it has also indicated the benefits that Bashir is expected to accrue from registering this type of business. These benefits range from tax benefits to and issuance of shares. Lastly, this report will aid Bashir in comprehending the prerequisites necessary for setting up a CIC.
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