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Community Interest Companies
An Easy Read Guide
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This document explains what a Community Interest Company is and how we can start one.
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What is a Community Interest Company?
Some definitions:

Community Interest Company: A type of limited company that benefits the community.

[image: image8.wmf]
[image: image9.wmf][image: image10.wmf]
[image: image18.png]



Community: the people who are intended to benefit from the activities of a Community Interest Company
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Company: A body formed under the Companies Act which has a separate legal existence from it’s members.
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Most companies want to make money for their members 

Community Interest Companies want to do something for the community. They cannot make a lot of money for their members. They must spend any profit on helping the community.


To 
To stop Community Interest Companies making lots of money for their members they have an “asset lock”.
There is also a Regulator appointed by the Department of Trade and Industry to make sure that they the Community Interest Company keeps helping the community in the way it said it would.



A Community Interest Company is a business not a charity. It must make money in order to keep going.
How do we start a Community Interest Company?
Starting a Community Interest Company is like starting any company but has some extra requirements.

Starting a Company

There are several types of company that a Community Interest Company can be. 

One of these is “a private company limited by guarantee”.

This means that 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.



Another type of company is “a private company limited by shares”
This means that members’ liability is limited to anything they owe on the shares they have bought. Shares can be bought be people to become members of the company. If the company finished and owed money the members would only owe any money they have not yet paid for their shares. This might be nothing if they have paid the whole value of their shares.


Shares are a way of raising money for the company. The company can ask for people to pay a premium on the shares when they buy them. 

People who buy shares can be paid a dividend each year if the company makes a profit.


There are two more types of company.

A “private unlimited company” has no limit to the liability of the members. This means the members would have to pay all the companies debts.

A “public limited company” sells shares to anyone.

What do we have to do to set up a company?

To set up a company we will need to fill in some forms. We can get these forms from “Companies House”.



“Form 10” asks for the names and details of the Directors, Secretary and the address of the office


“Form 12” is a declaration of compliance with the laws of setting up a company.


There are some more documents we will have to produce.
We will need a “memorandum of association”. This says what the company will be called, where its’ office is and it’s objects. This will also need some legal clauses.


We will also need an “articles of association”. This says how the company will be run. It is the rules of how the company will make decisions. 

We will need help from a lawyer to write these documents.


What else do we have to do to become a Community Interest Company?

There are a few extra things that a company needs to do to become a Community Interest Company.

The Memorandum and Articles must be approved by the Community Interest Company Regulator. They must contain the “asset lock” and if they are “limited by shares” they must explain how any dividends will be capped.


It must produce a declaration that it will not be an excluded company. An excluded company is one that is started just to help a political party.
It must also produce a Community Interest Statement. This is a declaration that the aim of the company will be to help a community and not to only make profits for it’s members.

A Community Interest Company must pass the Community Interest Test. 
What is the Community Interest Test?

The Community Interest Test asks the question “would a reasonable person think that the company’s activities are carried out for the benefit of the community?”

For the test community can mean the whole community (for example everyone living in Wokingham) or particular group of the community (for example people with a learning disability living in Wokingham).
The Community Interest Company Regulator will decide if a company passes the test.



What else does a Community Interest Company have to do?

Every year it has to send a community interest report to Companies House. This says how the company helped the community that year. This is a public document that anyone can read.


Every year all companies have to send copies of their accounts to Companies House and tell them if any details of the company change.


Where can we get more information? 
The Department of Trade and Industry
They have more information on Community Interest Companies and the Law



Click on the picture of a computer to see the website 

You can send them a letter to:
Department of Trade and Industry
Response Centre

Victoria Street

1 London SW1H OET

Or you can phone them on: 02072155000
The Community Interest Company Regulator

They have more information on how to set up a Community Interest Companies and the Community Interest Test



Click on the picture of a computer to see the website 

You can send them a letter to:

The CIC Regulator 
CIC Team
Room 3.68
Companies House
Crown Way
Maindy
Cardiff CF14 3UZ
Or you can phone them on: 029 20346228
Companies House

They have more information on how to set up a Company and the Law



Click on the picture of a computer to see the website 

You can send them a letter to:

Companies House
Crown way
Maindy 
Cardiff
CF 14 3UZ

Or you can phone them on: 0870 33 33 636
Social Enterprise Coalition

They have help and advice on setting up and running a Community Interest Company


Click on the picture of a computer to see the website 

You can send them a letter to:


Social Enterprise Coalition

54 Haymarket

 London SW1Y 4RP

Or you can phone them on: 02079684921 
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This means it is a business that helps people. 








 These are the people it will help.








 This how the law treats the business








 Members are the people who own the company








 Profit is money left over after a business has paid all it’s bills.








 A Regulator is someone who checks things.








 The Department of Trade and Industry is the part of the government that deals with business.








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








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








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








 A premium is an extra cost for something.








 Before we can set up a Community Interest Company we must decide what type of company we will be.








 Companies House is the part of the government that deals with setting up companies.








 A Director is someone who runs the company on behalf of the members.





A Secretary is someone who has to make sure the company completes some forms and does some things for Companies House.








 A declaration of compliance is a promise to obey some rules.








 Objects are what the company plans to do as a business.








 Before we can set up a Community Interest Company we must write our Memorandum and Articles.





We will need easy-read versions of these.








 A dividend is some money that the company can pay to people who have shares.








 Although a Community Interest Company cannot make profits for it’s members it can pay small dividends to its shareholders. The value of the dividends are limited by rules from the Regulator.








 


The Test checks that the company is going to help people and not just make money for it’s members.





 Before we can set up a Community Interest Company we must write our Community Interest statement and check it will pass the test.





We will need easy-read versions of these.














