COMMUNITY INTEREST COMPANIES

What is a CIC?

A new type of company designed for social enterprises that want to use their profits and assets for the public good.

What will they do?

They will pursue social objectives such as; environmental improvement, community transport, fair trade etc.

Social Enterprises are playing an increasing role in regenerating disadvantaged areas, empowering local communities and delivering new innovative services at local level.

Will this require legislation?

Yes, to cover a regulator, a community interest test and community interest reports.

The Community Interest Test – what it is and what it is meant to achieve

Community interest is the heart of the CIC and the Community Interest Test is what differentiates CICs from other “not-for-profit” organisations. Demonstrating community interest is of value to those seeking grant funding or philanthropic investment. The test is intended to be a “light touch”. To become a CIC and organisation would need to satisfy the regulator that its purposes could be regarded by a reasonable person as being in the community or wider public interest.

It will also be asked to confirm that access to the benefits it provides will not be confined to an unduly restricted group.

How will CICs be financed?

Like other social enterprises CICs will find funds from a variety of sources including grants and donations, loans from High Street Banks and other Institutions. The government is proposing limited access to equity finance.

This will allows investors the possibility of making a modest (capped) return, which is restricted in order to ensure that the main beneficiary of the CIC is the wider community. 

The government is supporting finance for social enterprises through Community Development Finance Institutions and the Community Investment Tax Relief.

As the concept of social enterprise becomes more widely understood by the finance community, social entrepreneurs should find it easier to explain what they are doing and to get a competitive price for finance. 

A strong CIC brand will help that process.

How will we know that CICs are acting in the public interest?

They will report annually to an independent regulator on how they are delivering for the community and how they are involving their stakeholders in their activities. CICs will be encouraged to involve their stakeholders and the government is seeking views on a statutory minimum requirement. 

Who will be the regulator – and how will he or she be selected?

The regulator will be appointed by DTI ministers, and will work very closely with Companies House.

The precise organisational arrangements are not finalised.

