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	SUMMARY OF PROBLEM
Searching how to construct a community centre on wasteland via the speedy establishment of a limited company which solely aims to help the community under the relevant legal guidance.   



	KEY WORDS OR PHRASES
‘Limited company to help community’ 
‘Limited company and community aid’
‘Social enterprise’ 
‘Social enterprise company’ 
‘Community interest company’
‘community interest organisation’
‘The companies act 2004’
‘The companies act 2006’
‘The charity commission’
‘Building on waste ground’
‘Build on waste ground’
‘Brownfield land’
‘Planning permission brownfield land’




	RESEARCH TRAIL
· Westlaw and Thomson Reuters Legal and UK Government website.
· Initial Google search of ‘forming a company to help community, first result was www.gov.uk/set-up-a-social-enterprise seemed correct because a CIC is a special type of “limited” company which “exits to benefit the community rather than a private shareholders”.
· ‘A limited liability company designed for social enterprise which has the specific aim of providing benefit to a community and uses its income, assets and profits for the community it is formed to serve. It can be limited by shares or by guarantee but must satisfy a community interest test’. 
· Clicked the CIC guidelines from the department for business, energy and industrial strategy. 
· Considered the legal background and basis for CIC establishment – from here used Westlaw and Nexis to read relevant parts of the primary legislation.
· Searched The Charity Commission for guidance on establishing a CIO as an option, was not quite useful, because of the time, legal requirements and the extensive amount of administration work connected to creating a CIO, although there are some benefits for having a CIO but due to the need that this needs to be a speedy process it will not be the right option for now However there is a possibility that the CIC could be converted to a CIO under the chartable incorporated organisations (convention) regulations. 
· 
· Westlaw – searched ‘The Companies Act 2006’, The Companies (Audit Investigation and Community Enterprise) Act 2004’ and the Community Interest Company Regulations 2005.
· Initial search on Google for wasteland led to ‘Brownfield development on land in the UK, from the facts it was unclear whether the land has been previously built upon – wasteland. Could suggest a piece of land with an abandoned structure or a landfill. 
· In order to build on land, planning permission is usually required. The local Council Planning authority should be contacted regarding this.


	RESEARCH FINDINGS
· Companies act 2006 is the principle legislation governing CICs.
· But, CICs are subject to their own specific pieces of legislation: Companies (Audit, Investigation and community interest enterprise) Act 2004. Which created CICs – and the Community Interest Company regulations 2005 which regulates them. The community interest company (Amended) Regulations 2009 contain provision to enable Scottish charities to convert to CICs and for CICs in general to convert to ‘permitted industrial and provident societies. 
· The charities act 2011 creates the basic legal frame work for CIOs. While converting the CIC to a CIO is completed under the Charitable Incorporated Organisation (Conversion) Regulation which is recently came into force from September the 1st 2018







	ADVICE TO CLIENT

There are different structures for the formation of social enterprises, charities or community based or interest organisation or company: below are some examples and at the end recommendations for the easiest to manage, establish and run according to Mr Bashir’s needs and wishes.  
· Community Interest Company (CIC)
A CIC is required to be registered with the Companies house, HMRC and The Office of the Regulator of Community Interest Companies via post or online.
 For the post application you are required to 
1. Complete form IN01 and form CIC36, all forms are user friendly and self-explanatory. 
2. create and send a memorandum and articles of association (there is a constitution guidance or model constitutions you can choose from). You are also required to provide a detailed information as to how the community or part of it will benefit from the services provided by the CIC.
3. and finally, a Cheque or postal order payable to the Companies House for the amount of £35.00.  
4. postal application takes up to 15 working days. 

· Online application 
The same applies for the online application regarding the requirements but the procedure is different and easier, for the online application, you will only have to make one application and upload the documents together with the CIC36 form and Articles of Association, the difference here is that all three government departments are approached through a single application and that the application is determined in one action. The time to process the online application is faster and cheaper and cost only £27.00 paid by card or Pay Pal. When the application is approved a Certificate of Incorporation’ will be emailed as a prove of registration and that the company now is registered and can start its operation WITH THE Legal name and number provided in the certificate. All the information provided to the Companies House will be live on the Companies House website including the Name of the CIC and all the relevant information, The directors names addresses and the CIC address and activities, finances and annual returns for the financial activities and the first annual report is due in 18 month after the first registration and then annually (every year) 
· The governance of the CIC.
As a CIC you only need two trustees to be in the board of directors and to manage the CIC.
· Advantages of CIC.
A CIC is easy and fast to establish.
Like all other non-for-profit organisations CIC is eligible for funding and can receive that to support the projects and the community it is serving.
A CIC has a limited liability Which reduces the risk of financial implications. In other words, more security for the directors, but they should still act responsibly.
A CIC can be converted to a Charitable Incorporated Organisation (CIO) in the future if there is a need to do that in the future and it expands and the organisation grow to incorporate more trustees, projects and employ staff to run the community centre and any potential projects on a paid basis. 
· Disadvantages of CIC
The only disadvantages of the CIC are administrative such as the annual returns to the HMR. 
The CIC is also obliged to report to the regulating body (Companies House) 
CICs are also affected by the formalities and ongoing compliance as a limited company.
· Charitable Incorporated Organisation.
A CIO is another structure for a non-for-profit organisation, but is different from the CIC in the way it operates and has a different governing body (The Charity Commission) which you will need to register with and comply with their rules and regulation the Charity Commission Act. There is a different and more complicated procedures to register as a charity. It starts with the following six steps: -
1) To start with you need to find and name trustees (at least five) that have the skills and the understanding of run a Charity, some charities have nine trustees, but the maximum number is said to be twelve.
2) You will need to set clear objectives for the Charity, that will be on the aims and objectives shown on the Charity Commission’s website.
3) Choosing a name for the Charity is one of the requirements.
4) Providing a structure for the Charity and how it operates, including the honorary officers and the charity’s structure.
5) A governing document a (Constitution)  should be created.
6) Registering the Charity with the Charity Commission, if you set the organisation as a Charitable Incorporated Organisation or your annual income is over £5000.00.

· Advantages of CIO
The difference between a CIC and a CIO is that the CIO always benefits from tax relief and do not pay income or corporation tax.
CIO benefits from free inertance tax
CIO will also benefit from Grants, Fundraising and gifts.

Disadvantages of a CIO
One of the disadvantages of the CIO is the lengthy process that includes checks and time to register. 
After the registration you are also required to complete and submit an annual report for the Charity Commission. this report is prepared by the trustees and explains the work of the charity over the year.
Then according to the annual income, you will be required to submit accounts annually, if the turn over is less than £10.000.00 then the accounts can be prepared in house, but if the annual income increased to £1000.000 then an audit is required.

From the above it is clear that there are two structures identified as the most suitable to be constructed as a Community Centre, looking at the needs to create the organisation in a short time and not to have a difficult structure and fast, easy to manage and run. It is recommended that the CIC is the most suitable structure, because of the above-mentioned advantages including 
The easy setup of the organisation.
The low cost 
The simple structure of governing the organisation
The limited liability 
The possibility of converting the organisation in the future if the work of the organisation increased and started bigger projects to serve the Community. The conversion process is done in four steps.
A) The process starts with the preparation of Conversion Resolution, as the trustees have to express heir wish to convert the CIC into CIO.
B) The Charity Commission provides Model Constitution that organisations can adopt
C) A Resolution must be prepared and confirmed the adoption by the members 
D) Make an application for a Charity status, after completing all the above you need to apply for the Charity Commission who will then contact the Companies House and register the CIO after converting it from CIC.
The other possibility will be the Charitable incorporated Organisation (CIO), the process of structuring and the governing body is different, in the CIO structure the governing body is the Charity Commission. The process to register the CIO involves a lot of work and the requirements are different and not as simple as the CIC. 
In conclusion the best option given the requirements will be the Community Interest company (CIC) considering the time and the work attached to the establishment of both structures, also the local authority needs to be contacted to obtain the necessary planning permissions to build on the Wasteland in question. 
























