[image: image1]
[image: image12.png]



[image: image2.wmf]What is a Social Enterprise?

A Social Enterprise is:

 “any business with  primarily social objectives whose surpluses are principally reinvested for that purpose in the business or in the community rather than being driven by the need to maximize profit for share holders and owners” 

(Department of Trade and Industry)
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Some Social Enterprise may also be Social Firms.
These are:
“A business created to provide integrated employment and training to people with a disability or other disadvantage in the labour market”
(Social Enterprise Coalition)
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What kind of business’s are Social Enterprises?
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Some well known Social Enterprises are “The Eden Project”, “The Big Issue”, “The Co-Op” and Jamie Oliver’s “Fifteen Restaurant.” 

There are lots of smaller Social Enterprises all over the country doing things like providing child care, gardening or running a cafe.
There are lots of different types of legal structures that a Social Enterprise can use.
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The type of legal structure that will be best varies form one Social Enterprise to another. It depends on what the Social Enterprise will do and how it will do it. It will also depend on how the Social Enterprise wants to be run.


This information is only a guide. Proper legal advice is always needed when setting up a Social Enterprise.
Unincorporated Association
It is a group of people usually with a constitution who run the organisation for the members.

This is a business that has no separate legal identity of its own. This means the people who run the business are themselves liable for its debts and any leases or contracts it has.


It doesn’t have many rules and regulations and can sometimes have some tax advantages.

One problem is that banks and other sources of finance will often not lend to an unincorporated business.

Unincorporated Associations are often used by small business when they first start up. They can change to another format later on, if needed.
	Advantages – what is good?
	Disadvantages – what is bad?

	“Light touch” Regulation
	Personal Liability

	Some tax advantages
	Structure can be unclear

	Flexible and informal structure
	Little recognition for finance

	
	


A Charitable Company Limited by Guarantee


This is one of the most common legal formats for Social Enterprises which have only charitable objectives.
It involves becoming both a company limited by guarantee and a charity. This means it is regulated by both Companies House and the Charities Commission.

As a Limited Company the members’ liability is limited to the amount the members have contributed. This can be a nominal amount, which is often just £1. If the company finished and owed money the members would only owe £1 each.




It has a lot of rules and regulations and often results in restrictions on what the business can do.

As a Charity the business would pay less tax.
	Advantages – what is good?
	Disadvantages – what is bad?

	Less tax to pay
	Restrictions on trustees

	Limited liability 
	Restrictions on trading

	Public trust in charities
	Lots of rules and regulations

	Tried and tested model - lots of advice
	

	
	


An Industrial and Provident Society

Like a Limited Company an Industrial and Provident Society has limited liability.

There are two types of Industrial and Provident Society a Social Enterprise can be:
Co-operative Society – must have open and voluntary membership
or
Community Benefit Society – must be able to prove it will help the community

They are regulated by the Financial Services Authority. They have quite a lot of rules and regulations. 
Some can qualify as exempt charities so pay less tax.
	Advantages – what is good?
	Disadvantages – what is bad?

	Limited liability 
	Some restrictions on trading

	Possible tax reduction
	Some rules and regulations

	One member , one vote 
	Restrictions on eligibility- “special reasons”

	Flexible structure
	


A Community Interest Company
This is new type of company, limited by guarantee or shares, that is set up to benefit a community in some way.




They are regulated by Companies House and the Community Interest Company Regulator but don’t have many rules and regulations.

To become a Community Interest Company a social enterprise must pass the Community Interest Test. This is to prove that it exists to help a community.
A Community Interest Company is a business not a charity. It must make money in order to keep going.

	Advantages – what is good?
	Disadvantages – what is bad?

	“Light touch” Regulation
	New and untried

	Limited liability
	Have to pay normal tax

	No restrictions on trading
	Can not be a charity

	No restrictions on members
	


This means it is a business that helps people instead of making money for its owners








This means that it is an aim of the business to make jobs for people who might find it hard to get jobs.





Legal Structures are how the Law treats the Social Enterprise and what rules it has.





Liability means the amount to which the members are each legally responsible for the companies debts.





 A Regulator is someone who checks things.








 Shares are things that people can buy to become part of the company.








 Nominal means “in name only”. It is something that is smaller than it might be expected to be.








 Members are the people who own the company








Social Enterprise explained!











