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	SUMMARY OF PROBLEM
The research conducted will establish the procedure required for creating a company that has the sole aim to give back to the local community, also known as a non-profit organisation. It will outline any issues or potential benefits for our client.
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	RESEARCH TRAIL
1st Search > Private company limited by guarantee > 3rd result > https://www.gov.uk/limited-company-formation
2nd Search > The Companies Act 2006 – Naming > 1st Result > https://www.legislation.gov.uk/ukpga/2006/46/part/5
3rd Search > The Companies Act 2006 > Click on Companies and Companies Act (s1) > https://www.legislation.gov.uk/ukpga/2006/46/part/1/crossheading/companies-and-companies-acts 
4th Search > Introduction to business law (book) > Index page search Private Limited Companies – pg 443 > Internet search salomon v salomon (1897) > 2nd result > https://www.bailii.org/uk/cases/UKHL/1896/1.html 
5th Search > Business Law (Book) > Index page search – companies – companies limited by guarantee > pg 41
6th Search > Setting up a limited company > 5th result – register your company tag > https://www.gov.uk/limited-company-formation/register-your-company > Click on ‘check if you need to issue shares or set a guarantee amount’ > https://www.gov.uk/limited-company-formation/shareholders?step-by-step-nav=37e4c035-b25c-4289-b85c-c6d36d11a763. > Click on ‘Find out how to create a memorandum and articles of association’ > https://www.gov.uk/limited-company-formation/memorandum-and-articles-of-association?step-by-step-nav=37e4c035-b25c-4289-b85c-c6d36d11a763 > Click ‘Community Interest Company’ > https://www.gov.uk/set-up-a-social-enterprise > Click the CIC regulator’s model constitution’ > https://www.gov.uk/government/publications/community-interest-companies-constitutions > Click ‘CIC model constitution: Introduction’ > https://www.gov.uk/government/publications/community-interest-companies-constitutions/cic-model-constitutions-introduction >
Search 7 > The Companies Act 2006 > Click S1 (6) > https://www.legislation.gov.uk/ukpga/2006/46/section/6 > (Back to main menu) > Click S11 > https://www.legislation.gov.uk/ukpga/2006/46/section/11 
Search 8 > Private Company Limited by Guarantee Management > 1st result > Private companies limited by guarantee – Harper James > https://www.google.com/search?client=safari&rls=en&q=private+company+limited+by+guarantee+management&ie=UTF-8&oe=UTF-8 
Search 9 > Running a limited company > 4th result > Running a limited company – GOV.UK > https://www.gov.uk/running-a-limited-company > Click ‘File your accounts and your company tax returns’ > https://www.gov.uk/prepare-file-annual-accounts-for-limited-company/file-your-accounts-and-company-tax-return  > Click ‘Does not need an auditor’ > https://www.gov.uk/audit-exemptions-for-private-limited-companies > click ‘accounts and tax returns for private limited companies’ > https://www.gov.uk/prepare-file-annual-accounts-for-limited-company > Click ‘corporation tax’ > https://www.gov.uk/corporation-tax > Click ‘Corporation tax rates and relief’ > https://www.gov.uk/corporation-tax-rates
Search 10 > Private Company Liability > 5th result > Private Company | Public Law > https://uk.practicallaw.thomsonreuters.com/5-107-7048?__lrTS=20210117051722468&transitionType=Default&contextData=%28sc.Default%29
Search 11 > Financing a private company limited by guarantee > 4th result > Companies Limited by guarantee > https://www.companylawclub.co.uk/companies-limited-by-guarantee 
Search 12 > Responsibilities of a company director > 3rd result > 7 duties of a company director > https://companieshouse.blog.gov.uk/2019/02/21/7-duties-of-a-company-director/
Search 13 > Companies House – Private Company Limited by Guarantee > 7th result > https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/605413/cic-12-1333-community-interest-companies-guidance-chapter-3.pdf 
Search 14 > Business Law (Book) > Index Page Search – Private Companies > pg 42 >. Internet search Salomon v Salomon 1897 > 2nd result > https://www.bailii.org/uk/cases/UKHL/1896/1.html 
Search 15 > Closing a private limited Company > 3rd result > Closing a private limited company – GOV.UK > https://www.gov.uk/closing-a-limited-company > Click ‘Get the Company Struck Off’ > https://www.gov.uk/strike-off-your-company-from-companies-register 
Search 16 > Business Law and Practice (Book) > search Index page > Limited by guarantee > pg 9-10 > Search The Companies Act 2006 s3 (1) > https://www.legislation.gov.uk/ukpga/2006/46/section/3 > search The Companies Act s3 (3) > https://www.legislation.gov.uk/ukpga/2006/46/section/3
Search 17 > company limited by guarantee under companies act, 2006 > 1st result > https://www.legislation.gov.uk/ukpga/2006/46/part/1/crossheading/types-of-company?view=plain > 
Search 18 > difference between private company limited by guarantee and community interest company > 3rd result (information from page not used but went to link from this page) > https://kgaccountantsblog.com/2019/05/28/deciding-between-a-cic-limited-by-guarantee-and-limited-by-shares/ > Click on ‘Social Enterprise UK’ in text > https://www.socialenterprise.org.uk > Click ‘About Social Enterprise’, ‘Whats it all about?’ > https://www.socialenterprise.org.uk/what-is-it-all-about/ 
Search 19 > Is a CIC a Social Enterprise > 2nd Result > https://makeanimpactcic.co.uk/2018/02/whats-the-difference-between-a-cic-and-a-social-enterprise/ > Click ‘ Social Enterprise Mark’ (Bottom of page under Accredited member) > https://www.socialenterprisemark.org.uk > Click ‘What we do’ > https://www.socialenterprisemark.org.uk/about-us-2/ 
Search 20 > government grants for social enterprises wales > 1st result > https://businesswales.gov.wales/socialbusinesswales/social-enterprise-assist-fund 
Search 21 > Non-Profit Organisation Management > 2nd Result (page 14. S 6.3) > Search ‘When Missions, Markets, and Politics Collide: Values and Strategy in the Non-Profit Human Services Non-Profit and Voluntary Sector Quarterly forthcoming.> 1st Result > https://journals.sagepub.com/doi/pdf/10.1177/0899764000291S007 
Search 22 > Community Interest Company > People also ask – ‘Can directors of a CIC be paid’ > https://www.theguardian.com/society/2009/dec/01/setting-up-community-interest-company > Search in Google ‘Can directors of a CIC be paid’ > 1st Result > https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/605421/13-712-community-interest-companies-guidance-chapter-9-corporate-governance.pdf
Search 23 > Charity Formation > 1st Result > https://www.gov.uk/setting-up-charity > Select ‘Check if setting up new a charity is right for you’ – select ‘Check the alternatives to setting up a charity’ > https://www.gov.uk/guidance/check-if-a-new-charity-is-the-best-option?step-by-step-nav=3dd66b86-ce29-4f31-bfa2-a5a18b877f11 > select ‘have specific aims (known as Charitable Purposes) > https://www.gov.uk/government/publications/charitable-purposes/charitable-purposes > Return to ‘Check if setting up new a charity is right for you’ > https://www.gov.uk/guidance/check-if-a-new-charity-is-the-best-option?step-by-step-nav=3dd66b86-ce29-4f31-bfa2-a5a18b877f11 > Select ‘personal benefit unless it is incidental’ > https://www.gov.uk/guidance/public-benefit-rules-for-charities 
Search 24 > The Charities Act 2011 > 1st Result > https://www.legislation.gov.uk/ukpga/2011/25/contents 
Search 25 > University Library > Search ‘Charitable Incorporated Organisation> 2nd Result > https://www.degruyter.com/document/doi/10.1515/npf-2014-0035/pdf?stream=true 

	RESEARCH FINDINGS
A private Limited company can be either limited by shares or guarantee (s3 (1) The Companies Act 2006). A private Company Limited by guarantee is the usual model used for ‘non-profit’ businesses (UK Government, No Date). This model suits Mr. Bashir as he has presented a want to create a community centre to give back to his local area. This want means that Mr.Bashir is aiming to set up a business that falls under the description of a social enterprise (Social Enterprise UK, 2021).
Formation
A private company limited by shares will need to be registered with Companies House. 3 pieces of information about the guarantors will need to be provided. This will cost £12 when done online and will usually be formalised within 24 hours. This will give the business a ‘certificate of incorporation’ which legitimised the company (UK Government, No Date). When doing this all guarantors will need to sign a memorandum of association: this is the official document representing the formation of the company. Along with this the Articles of Association must be sent: Mr.Bashir can use the model articles here or adjust them to suit the business mission (UK government, No Date). A ‘statement of guarantee’ will also need to be created to stipulate the monetary guarantee of each member (s11 (1) The Companies Act 2006).
When creating the articles of association Mr. Bashir would need to stipulate that the profits are to be reinvested in the community as simply opting for this model does not ensure the monies made go to the community (Department for business, energy and industrial strategy, 2016). 
Unlike a private company limited by shares which is the model Mr.Bashir is likely to be used to as an entrepreneur a private company limited by guarantee does not have shares. The members make a monetary guarantee for a specific amount if the company is ‘wound up’ (Slorach J, 2021. P41). This is nothing to do with the value of the business, so the guarantors can choose the amount to pay as the guarantee (UK government, No Date). 
As the client wishes to create a centre that gives back to his community it is important to note that if he wishes to name the centre after his community, he will need to get permission from the secretary of state as using that style of naming could give the impression the centre is affiliated with the local council (The Companies Act, 2006 s54 (1) (b)).
Legislation
The Legislation which governs the formation and running of a private limited company by guarantee is The Companies Act 2006 (s1 (3)(a)).
Liability
As a private limited company is recognised as a separate legal personality the liability of the members will be limited (Salomon v Salomon, 1897). This is that members of a private company limited by guarantors are limited to the amount they guaranteed (Thomson reuters, 2021). 
As a private company has a separate legal personality this means the company can enter into contracts, sue debtors and own its own property (Slorach, 2021. Pg 42).
Running / Management
Companies Limited by guarantee need at least one director and one member: this can be the same person (Jones, 2019). The director will need to act within the companies constitution, this is where the articles of association are set out (Barker, 2019).
There are set laws that govern how a private company limited by guarantee can pass written resolutions. These protocols cannot be overridden by the articles of association (HJ Solicitors, 2021).

Finances 
As a company limited by guarantee does not have shares it cannot raise capital by selling shares to the public (s5 (1) The Companies Act 2006). A way for this business model to raise capital is to recruit new members who will pay a membership fee or joining fee (Company law club, No Date).
A private company limited by guarantee must have a director who will be responsible for the filing of financial documentation. As it is likely that the community centre that Mr.Bashir is wishing to establish will have fewer than 50 employees, a turnover less than £10.2 million, and assets less than £5.1 million the director will be able to file the paperwork together to HMRC. If however one of those criteria is breached the director will need to file the company accounts to Companies House and the Tax Return to HMRC separately (UK Government, No Date). Failure to keep these records can result in a £3000 fine or disqualification as a company director (UK Government, No Date).
A private company limited by guarantee must also pay corporation tax. This will not be sent as a bill and is the companies responsibility. The company must register for corporation tax when it originally registers with companies’ house. Through the company accounts and tax return the fee owed in corporation tax is worked out. This is currently 19% of company profits. The deadline of 9 months and 1 day after the end of the financial year is given to pay this bill (UK Government, No Date). 
It will need to be decided if the community centre will trade a product or service to self-finance or look at the other finance options. Providing a service or product unique to the community will allow the center to be more competitive with for-profit organisations (Frumkin et al., 2000).
As a social enterprise, the community centre will be able to apply for a loan under the Social Enterprise Assist Fund. This would allow the centre access to an interest free loan between £10,000 and £30,000. This fund also opens communications with other social enterprise leaders which would allow information of the centre becoming more sustainable and beneficial for the community (Business Wales, No Date).
Shutting down
A private company limited by guarantee usually needs the agreement of all members to close the business. The way this is done is dependent on if the community centre can pay its bills or not. If the community centre is in a position to pay its bills the cheaper way to close would be to get the company struck off company’s house (UK Government, No Date). This would only be an option if the community centre met certain criteria (UK Government, No Date). If the community centre could no longer pay their bills the option here would be to liquidate. The liability of the members would be that of the amount guaranteed at the formation of the business (s3 (3) The Companies Act 2006).
Alternative business models available
A further option would be a charitable incorporated organisation (Harper James, No Date). This would be dependent on the purpose of the community centre. Under s3 (1) (e) of The Charities Act 2011 a community centre could be argued as providing community development. However, the community centre could qualify for charity status if it meets the other requirement under s3 (1) The Charities Act 2011.  
A Charitable Incorporated Organisation is run by a trustee (s177 The Charities Act 2011). A Charitable Incorporated Organisation trustee can receive compensation for their work however there a strict criteria which must be met (s185 (2) The Charities Act 2011).
A Charitable Incorporated Organisation is its own legal identity and can therefore enter into its own contracts and sue or be sued. It is also a model which limits the liability of the members (Morgan, 2015).
Alternatively, within a private company limited by guarantee is the business model of Community Interest Company (CIC) (Jones, 2019). A Community Interest Company is formed under The Companies Act 2006 (s1(6)).
This model cannot use the model articles of association (UK Government, No Date). The equivalent model Articles of Association needed for a Community Interest Company will depend on what ratio of directors to members there are (UK Government, No Date). For this model a community interest form will need to be drawn to state the intent of the business. 
An Asset lock will also need to be created which legally binds the companies’ assets and financial limits to shareholders (UK Government, No Date). This means that in the event of the business being ‘wound up’ the assets would need to be transferred to another Community Interest Company or a Charity (Jones, 2019). Management of a Community Interest Company is usually completed by a director. The director of a community interest is eligible for payment however the amount would be scrutinised under the community interest test. This means that if the director is paid more than their ‘worth’ or leaves the community with little benefit due payments that are too high legal action could be taken (Department for Business, Energy and Industrial Strategy, 2016).
A community interest company also limits liability. Either to the nominal value agreed if it is limited by guarantee or to the limit of the contribution if limited by shares (The Guardian, 2009).
Miscellaneous Information
Organisations such as The Social Enterprise Mark offer a variety of marks that show the credibility of the social enterprise and the value of giving back to the community held by the company (The Social Enterprise Mark, no date).  
  



	ADVICE TO CLIENT
Mr. Bashir will need to assess if he wishes to create a private company limited by guarantee, a community interest company, or a charitable incorporated organisation. It is unclear from the information given if Mr. Bashir has prior experience in either business model to assess if he would favour one. 
Forming the company as a limited by guarantee company would limit Mr. Bashirs Liability as this business model ties his liability to the amount guaranteed at the formation. As Mr. Bashir can limit his guarantee to just as little as £1 this model protects him in the winding down or debts of the business.
A private company limited by guarantee would also come under less scrutiny than a community interest company or a charitable incorporated organisation. Every financial decision made in a community interest company will be held to the community interest company test. To ensure that the choices made are in the best interest of the community it is supposed to benefit. Although this could be seen as a benefit to Mr. Bashir if he wishes to hand over management and control, it would in a sense act as a fail-safe to ensure the establishment provides benefits to his community. However, if he is hands off and the company fails to benefit the community more than itself legal action could be taken. 
I would advise Mr. Bashir to adopt the private company limited by guarantee. Although there are more financial incentives for a charitable incorporated organisation there are harsher restrictions and continuous checks to reach to maintain this status. Effort and financial commitments would need to be made to maintain these which could be used to benefit the community. This model also gives more freedom to Mr.Bashir to help the community in whatever way he or the community feels is useful rather than in ways exclusively listed in The Charities Act (s3).
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