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D.M. Kamatova

L.N. Gumilyov Eurasian National University, Nur-Sultan, Kazakhstan
(E-mail: dianakamatova@gmail.com)

An overview on the nature of community interest companies 

Abstract. The following article discusses the nature of community interest company – a type of 
company in English corporate law. The specificity of the examined question determines the dual purpose 
of this study: to reveal the nature of such company in English law, as well as to compare it with the existing 
forms of non-profit legal entities in the civil legislation of the Republic of Kazakhstan. 

The peculiarity of community interest companies lies within the main purpose of their activities 
– to benefit a particular community, i.e. a group of people that have a particular feature in common. The 
question on prospects of implementation of community interest company in the civil legislation of the 
Republic of Kazakhstan arising from the essence of the research topic is also considered within the article. 
The study is based mainly on the analysis and comparison of corporate legislation of the United Kingdom 
and the Republic of Kazakhstan. The methods used led to the conclusion that the national legislation does 
not have a form of legal entity that is completely identical to community interest company. At the same 
time, the legislative implementation of the latter in the first place can contribute to the faster development 
of social entrepreneurship in Kazakhstan.

Key words: community interest company, corporate law, English law, civil law, legal entity, non-
profit organization, social entrepreneurship.

DOI: https://doi.org/10.32523/2616-6844-2019-129-4-33-41

	 Introduction. In connection with establishing the International Financial Center in Nur-
Sultan the interest for discovering and studying English law naturally increases. As a result, the 
questions about its nature and possible benefit for the development of national law in the Republic 
of Kazakhstan arise.

	 This article is dedicated to community interest companies – a relatively new legal form of 
social enterprises working successfully in the UK for more than ten years.

	 There were two main objectives that we have attempted to achieve:
1) uncover the nature of community interest companies (CIC) by overviewing their main 

features and characteristics;
2) find similar to CIC legal structures in legislation of the Republic of Kazakhstan and 

foresee possible outcomes of implementation of this legal form.
	 Therefore, the article consists of two main parts:
1. Community interest company: understanding its nature through the main features;
2. CIC and the civil law of the Republic of Kazakhstan.
	 In order to provide a comprehensive understanding of community interest companies 

following sources have been used:
-	the United Kingdom legislation at legislation.gov.uk – the website run by The National 

Archives where all UK legislation (revised and up-to-date) is published;
-	legislation of the Republic of Kazakhstan provided by adilet.zan.kz/rus – legal information 

system of Regulatory Legal Acts of the Republic of Kazakhstan;
-Guidance chapters of the Office of the Regulator of community interest companies at gov.uk;

-	other sources.
Community interest company: understanding its nature through the main features. 

Social enterprise sector has been developing around the world – not only within the United 
Kingdom (the UK) – and has already shown its positive outcomes. Even not very economically 
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developed countries in Asia, such as Bangladesh, use different ways to popularize such forms of 
organization and maintain such popularity [1]. Then what to say about the UK?

The need in cultivating social enterprise sector shows that simple profit-making and 
feathering own nest may step back in the hierarchy of business’s main goals and knuckle under 
some other values. Nevertheless, we must not ignore the fact that a wide spreading of social 
enterprises depends firstly on economic stability of nation, thus, if one group of countries can 
brag about well-development of the said sector, then there is another group where this sector is 
underdeveloped.

The UK, no doubt, belongs to the first group but within the issued question it went a little bit 
farther and represented a new hybrid form – a community interest company.

The idea of creating a new type of company as a part of social enterprise sector in the UK 
belongs to a lawyer Stephen Lloyd and a social entrepreneur Roger Warren-Evans who based 
the concept of CIC on the US experience in running simultaneously non-charitable and not-for-
profit business with legal forms which are appropriate to serve the social enterprise sector needs. 
Adopting such experience seemed attractive and advantageous. As a result, they proposed a new 
type of organization called “public interest company” but as long as it had already been used by 
public interest corporations, the idea of setting out Community Interest Companies came to life 
[2]1.

CIC became a legal entity in 2005 after proper procedures of a legal enforcing such form and 
consulting with social enterprise sector. During the first year over 360 companies were established 
as CICs and now their number has increased to more than 10.000 [2]. 

	 CIC was chosen to be a company for particular reasons. Main of them is that this legal 
form provides flexibility and relative freedom in conducting business activity. For example, while 
charity organizations, to which CICs were constantly being compared in the beginning, basically 
undergo strict regulations, CICs were supposed to be a simplified form2.

As a company, CIC is mainly regulated by Companies (Audit, Investigations and Community 
Enterprise) Act 2004 (further - Companies Act 2004) and Companies Act 2006. According to the 
following Acts, being a limited company, CIC has such features as:

-	it comprises members; a director(-s) can be appointed as an executive body. If needed, 
workers might be employed depending on what kind of activity a company is engaged in;

-	at the same time, it operates independently as a legal entity which is separate from its 
members or executive body. It means that CIC can hold a property, is authorized to dispose it, act 
as a claimant or defendant in court [3];

-	as long as CIC is a separate legal person, its founders or members are subject to limited 
liability which imposes that they are financially protected from third-party claims or debt recovery 
in the extent to what amount of money (in simple words) they had invested;

-	as a limited company, CIC can be either limited by shares or by guarantee [4] [5]. But it is 
important to define what form it will take since it is not permitted to convert CIC from one form 
to another.

___________________
1It’s important to understand that CIC is not a purely unique type of organization. In the USA, for instance, similar 
organization forms are called L3C (low-profit limited liability company), a hybrid business structure which aims to 
benefit society remaining a for-profit venture.

2The purpose of this paper is not to distinguish charity and CIC although the author would not mind doing so. 
Generally, some differences are the following: charity is subject to some tax preferences; it should be established 
for public (not community) benefit, which is more general than it is for CIC; it is very hard to incorporate a charity 
organization if there is an existing one with similar objectives; etc.
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All of the features named above provide CIC flexibility in conducting business. However, 
they are not exactly what appears to be attractive about CIC to potential entrepreneurs.

What is more interesting, CIC is meant to serve a definite community interests. According 
to guidance chapters published by the Office of the Regulator of from CIC, here a community 
can be represented by any group of individuals (even the whole community by itself) who share 
some common characteristics [6]. It is important to keep in mind that members of CIC (including 
their families or friends) cannot form a community whose interests a CIC would be serving. Such 
group of people must be wider than that and represent ‘a genuine section of the community’ [7]. 
As an example it can be a group of people with disabilities wishing to learn graphic design or 
group of children aged 8-12 learning gardening or establishing more libraries throughout a city.

There are a few things to be taken into account:
1. Commercial activities of a CIC may not be beneficial for a community but profits that are 

made from those will serve its interests;
2. A CIC may still be involved in some commercial or trading activities (with making profit 

as a result) but the activity itself can benefit a community in various ways [7].
All said above is prescribed by following provisions of Companies Act 2004:
-	any company that is intended to be established as a CIC or transformed into one must pass 

the community interest test, which shows “if a reasonable person might consider that its activities 
are being carried on for the benefit of the community” [4];

-	‘community’ must be interpreted widely and should not come down to, for instance, 
members of a particular organization: ‘community’ includes a section of the community (whether 
in Great Britain or anywhere else) [5].

Some may say that charities also deliver some kind of benefit using rather different ways. 
The point is that while a CIC is supposed to benefit a particular community (which, as it was 
said earlier, is distinguished by certain features), a charity organization is supposed to follow the 
requirement of public benefit provided that it goes within a charitable purpose [8].

As we started to review the nature of CIC, it can already be concluded that this legal form 
is pretty specific. Although it is said to be flexible, at the same time there are some restrictions 
which provide CIC the fulfillment of the main purpose - serving a particular community interests.

One of such features that specifies CIC’s nature is the Asset Lock.
Generally, the Asset Lock is a guarantee that the property a CIC owns or surplus and profit 

it makes will be used in the context of benefitting community. Its functions are:
1.	 keeping assets within a CIC, so they can be used to achieve the main goal a CIC 

was established for, and not distributing them to members or other parties;
2.	 transferring assets out of a CIC in case of its liquidation, if one of the following 

requirements is met:
-	it is transferred to another body which is subject to the Asset Lock as well (e.g. another 

CIC, charity or a society that adopted the Asset Lock voluntarily). Such body may be specified in 
the Articles of association of a CIC in advance or another body with preliminary consent of the 
Office of the Regulator of CICs;

-	it is transferred by its real market value;
-	the transfer is made for the benefit of a particular community (also specified in the Articles 

of association) [9].
The Asset Lock is meant to be a fundamental characteristic of CIC as long as it assures 

investors and funders (potential ones also), as well as local authorities, that everything retained 
within a CIC will be devoted to serving community interests. Considering the importance of the 
Asset Lock feature any provisions regarding it must be included in the Articles of association.

	 Incorporation of a CIC shows its founders’ ability and readiness to serve community 
interests, take responsibility for it and not seek private gain. In order to control the way a CIC 
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manages to perform its functions of benefitting community, it must submit annual CIC Report. 
This Report lets the CIC Regulator see whether:

-	a company’s activities served community’s interests in a proper way during the financial 
year;

-	a CIC is still satisfying the community interest test [6].
	 Thus, the annual CIC Report is a separate document which shows how a company is doing 

as a CIC and whether it benefits the community.
	 Thus, a regular CIC is a company which being involved in trading and any commercial 

activities takes responsibility to serve interests of a particular community. It is clear that there are 
various statutory requirements to be followed by CICs, which specify the nature of this type of 
company and help provide the fulfillment of such a goal as benefitting community.

	 Considering all the features that are a part of CIC’s nature, such legal form is perfect for 
running a business if a person or group of people:

-	is ready to establish a limited company and work within general company law of the UK;
-	seeks not private gain but strives to contribute to a community with good faith and 

diligence;
-	is aware of the Asset Lock feature and ready to transfer remaining assets to another asset-

locked organization, such as charities or other CICs;
-	is ready to provide a public report on company’s annual activity and therefore a proof of 

benefitting the community.
	 CIC and civil law of the Republic of Kazakhstan. The belonging of the UK and the 

Republic of Kazakhstan have different legal systems particularly results in difficulties when 
comparing various elements and institutes of both countries’ legislation. Nevertheless, an attempt 
of comparing community interest companies to some legal forms that are present in civil law of 
the Republic of Kazakhstan (national civil law or civil law) has been made, and its outcomes are 
displayed in the Table 1.

	 But first it has to be mentioned that national civil law distinguishes two main types of 
legal entities, for-profit and non-profit ones [10]. In the UK law there is a distinction among three 
sectors within which various bodies and organizations perform their functions or run activities. 
These are public, private and third sector [11]. Obviously that CICs belong to the last one that can 
be described as independent from the government, social goals-oriented and not-for-profit.

	 It leads to a question as to how a CIC belongs to the third sector if it still can run a business 
(i.e., make profit) but is considered as a third sector organization. The point is that the profit a 
CIC gains and makes are supposed to be used to not for personal goals but to benefit and definite 
community. This is the reason why CIC is considered a social enterprise.

	 The same applies to a CIC if we analyze its nature in terms of national civil law. The Law 
On non-profit organizations states that a non-profit it organization can be engaged in commercial 
activity in the extent to which it is declared in its Articles of association [12].

	 In national civil law such a distinction is based on whether an organization makes profit or 
not. In the article 34 of the Civil Code of the Republic of Kazakhstan it is stated that a non-profit 
organization does not:

1) seek a profit-making as its main goal,
2) distribute profit among its members.
	 In the first part where the nature of CIC was analyzed it was mentioned that CIC needs to 

gain profit in order to use it for community interests. At the same time, it is not distributed among 
the members, although:

-	if it is incorporated as a company limited by shares, dividents may be paid to shareholders 
providing some limitations and restrictions [4];

-	regulations may authorize CICs to distribute its assets among members by making such 
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provisions [4].
	 Thus, despite some opinions on CIC being a hybrid organization [13], we tend to believe 

that CIC is a purely non-profit organization as long as it seeks and is generally incorporated for 
making private profit and distributing it among its members are not the main goal.

	 There is no legal form in civil law of the Republic of Kazakhstan to which the CIC institute 
could be compared. But let us see what forms of non-profit organizations can be confused with 
CIC due to some similarities.

Note. Comparison within the table is based on the following legislative acts:
1. Civil Code of the Republic of Kazakhstan (dated December 27, 1994);
2. The Law On non-profit organizations (dated January 16, 2001).

Table 1
CIC Consumers cooperative

Profits made by a company are supposed to be 
used to benefit a particular community which 
is stated within Articles of association

Although there is a specific group of people 
(members) that are united under consumers 
cooperative by similar interests or needs, it 
does not form a community in the sense of 
what the UK company law imposes (art. 108 
of Civil Code [10], art. 14 of the Law on Non-
profit organizations [12])

CIC Non-profit joint-stock company
If a CIC is incorporated as a company limited 
by shares, it can issue them and pay dividends 
to investors providing particular restrictions 
and limitations. It is based not only on need of 
raising money but attracting potential investors 
as well. Undoubtedly, this money will be used 
to serve community interests.

This organization can also issue shares in order 
to attract investments that will be used for the 
organization’s development and growth (art. 16 
of the Law On non-profit organizations [12]). 
However, in the sense of the UK company 
law, this organization form would not pass the 
community interest test.

Other forms of non-profit organizations
According to art. 17 of the Law On non-profit organizations [12], non-profit organizations can 
be established in other than stated in the legislation forms providing the basic requirements for 
such organization. Some of them may have vague resemblance with CIC. 

The National Chamber of entrepreneurs of the Republic of Kazakhstan
This is a non-profit organization with a wide range of functions; basically it is permitted to make 
profit providing particular services. If it was to pass the community interest test, then it would 
state to serve interests of countrywide entrepreneurs’ community (both beginners and advanced 
ones) [14]. Thus, in a broad meaning this National Chamber may resemble CIC.

	 For the last several years one of the most discussed topics has been social entrepreneurship 
[15][16][17]. Although there is not a huge number of entrepreneurs who strive to run a business in 
such direction, it is also not a small number of those who are ready to do so. The main problems 
entrepreneurs are constantly facing are:

1) absence of clear and comprehensive understanding of the social entrepreneurship concept;
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2) as a result, absence of its proper legal regulation.
	 Those who have already been engaged in social entrepreneurship see themselves as people 

who are able to resolve issues within society by means of business solutions.
	 We believe that the adoption of the CIC institute from the UK company law may help filling 

in the legal gap of social entrepreneurship regulation. Thus, it may be described the following 
way:

1. People will still be engaged in a business activity calling themselves “entrepreneurs”;
2. Profit they make, assets they have, effort they put into what they do will benefit a group 

of people who share a group of common features or characteristics – a community;
3. This will result in increasing work places for people who not only simply need a job but 

those who want to work in dimension of benefitting a community;
4. People of a particular community will be able to not only receive help from social 

entrepreneurs but be involved in such activities themselves;
5. As a result, the number of employed and engaged in particular business people will 

increase which also will serve a goal of the government supporting business.
	 After all, the form of CIC may appear more attractive than charity in Kazakhstan simply 

because working in such organization a person will receive salary and conduct an activity that is 
socially useful and beneficial.

	 However, we cannot leave without any attention the economic background while adopting 
such legal form. Unfortunately, in the beginning there might be not very large number of people 
ready to run a business without gaining personal profit. They may find it easier to make periodical 
payments to different charity organizations rather than being a social entrepreneur. Nevertheless, 
the CIC structure lets provide persistence in benefitting a particular community while charities 
aren’t always capable of ensuring such consistency.

	 Any legal amendments require not just an existence of a gap in regulations but first of all 
studying a social, economic and historical background. We hope that, even if the CIC institute 
cannot be implemented completely as is into national legislation, its general concept would help 
develop social entrepreneurship in the Republic of Kazakhstan.

Conclusion. CIC as a legal form has existed in the UK for more than ten years. Its clearly 
defined model is perfect for the social enterprise sector. What lies within this model we have 
learned by exploring not only legal basis but real cases as well. Among all the features of CIC the 
following ones uncover the nature of this legal form:

1. There is the primary goal of establishing a CIC – benefitting a particular community. It 
means that the activity conducted by a CIC or the results of this activity (profit that has been made 
or the process itself) must be advantageous for a community that was stated and fixed in Articles 
of association of the CIC;

2. A community is a group of people or part of society which shares some (or one) common 
features. Members or employers of the CIC cannot represent a community, it must be interpreted 
broader. There should not be any misunderstanding as long as before starting functioning as a CIC 
it must pass the community interest test;

3. Such constitutional feature as the Asset Lock provides the usage of CIC’s assets and 
profits for community benefit. With the Asset Lock, CIC’s assets cannot be distributed among its 
members, and in case of CIC’s liquidation they may be transferred, for instance, to another asset-
locked body. This feature fully guarantees CIC’s benefitting a particular community;

4. In order to control the way a CIC serving interests of a community, it must submit 
annual Report which shows what activities were conducted by a CIC and how they benefitted the 
community. This Report is public which provides the transparency of CIC’s functioning;

5. Despite the fact that a CIC can still be engaged in trading and commercial activities, it is 
purely a non-profit organization, both in the sense of the UK law and legislation of the Republic of 
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Kazakhstan. Although there is not an organization form completely identical to CIC, we were able 
to compare it to some forms of non-profit legal entities, such as a consumer cooperative and a non-
profit joint-stock company, and find some common features. We suppose that the organization 
form of the National Chamber of entrepreneurs of the Republic of Kazakhstan is very close to CIC 
structure but there are some core distinctions as well. Moreover, considering the relatively small 
development of social entrepreneurship in the Republic of Kazakhstan, we dared to suppose that 
the CIC institute may somehow influence the faster growth of social entrepreneurship and even 
be used as a new legal form.

The following article is not claimed to be a fully conducted research, however, we hope that 
the results of issuing the CIC nature and its possible implementation into national legislation of 
the Republic of Kazakhstan may in some ways be useful for legal studies in the future. 
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Л.Н. Гумилев атындағы Еуразия ұлттық университеті, Нұр-Сұлтан, Қазақстан

Қоғамдық мүдделер компаниялардың табиғаты: жалпы шолу

Аңдатпа. Бұл мақалада ағылшын корпоративтік құқықтағы community interest 
company – «қоғамдық мүдделер компаниясы» деген заңды тұлғаның табиғаты ретінде қа-
растырылды. Зерттелген мәселенің ерекшелігіне орай автор ағылшын құқық шеңберінде 
осы компания түрінің табиғатын анықтау, сондай-ақ оны Қазақстан Республикасының аза-
маттық заңнамасында коммерциялық емес заңды тұлғалардың нысандарымен салыстыру 
деген қосарлы мақсатты көздейді. Қоғамдық мүдделер компанияларының ерекшелігі олар-
дың қызметінің негізгі мақсатында байқалады. Бұл мақсат нақты қоғамдастыққа, яғни ай-
қын бір белгі бойынша біріктірілген адамдар тобына пайда келтіру болып табылады. Зерт-
теу мәселесінің мәнінен туындайтын  Қазақстан Республикасының азаматтық заңнамасына 
коммерциялық емес ұйымның қоғамдық мүдделер компания деген нысанды имплемента-
циялау перспективалары туралы айтылады. Зерттеу Біріккен Корольдіктің және Қазақстан 
Республикасының корпоративтік заңнамасын талдауда және салыстыруда негізделеді. Пай-
даланған әдістер ұлттық заңнамада заңды тұлғаның қоғамдық мүдделердің компаниясына 
толығымен ұқсас нысаны жоқ деген қорытындыға келуге мүмкіндік берді. Бұл ретте осы 
компания түрінің заңнамалық имплементациясы бірінші кезекте қазақстандағы әлеуметтік 
кәсіпкерліктің неғұрлым жылдам дамуына ықпал етуі мүмкін, оған тұтастай алғанда қа-
зақстандық қоғам, сондай-ақ мемлекеттің өзі де мүдделі.

Түйін сөздер: қоғамдық мүдделер компаниясы, корпоративтік құқық, ағылшын құқық, аза-
маттық құқық, заңды тұлға, коммерциялық емес ұйым, әлеуметтік кәсіпкерлік.
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О природе компаний общественных интересов: общий обзор

Аннотация. В настоящей статье рассматривается природа такой формы юридического лица 
в английском корпоративном праве, как community interest company – «компания общественных 
интересов». Специфика изученного вопроса обуславливает двойную цель настоящего исследова-
ния: раскрыть природу данного вида компании в английском праве, а также сопоставить ее с су-
ществующими в гражданском законодательстве Республики Казахстан формами некоммерческих 
юридических лиц. 

Особенность компаний общественных интересов заключается в основной цели их деятель-
ности – принести пользу конкретному сообществу, т.е. группе людей, объединенной по определен-
ному признаку. Вытекающий из существа проблемы исследования вопрос о перспективах импле-
ментации такой формы некоммерческой организации в гражданское законодательство Республики 
Казахстан также рассмотрен в рамках данной статьи. Исследование основывается главным образом 
на анализе и сравнении корпоративного законодательства Соединенного Королевства и Республики 
Казахстан. Использованные методы позволили прийти к выводу о том, что в национальном законо-
дательстве отсутствует форма юридического лица, полностью идентичная компании общественных 
интересов. При этом законодательная имплементация последней в первую очередь может способ-
ствовать более быстрому развитию социального предпринимательства в Казахстане, в чем заинте-
ресовано как казахстанское общество в целом, так и само государство.

Ключевые слова: компания общественных интересов, корпоративное право, английское 
право, гражданское право, юридическое лицо, некоммерческая организация, социальное предпри-
нимательство.
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Жылжымайтын мүлікке құқықтарды мемлекеттік тіркеу саласын жетілдіру

Аңдатпа. Екі мемлекеттің - Қазақстан Республикасы мен Ресей Федерациясының
жылжымайтын мүлікке құқықтарды мемлекеттік тіркеу туралы құқықтық актілерін салы-
стыру негізінде қазақстандық заңнаманың өзекті мәселелерін анықтау бойынша әрекет жа-
салды. Мақалаға кіріспеде жылжымайтын мүліктің азаматтық айналымда маңызы анықта-
лып, жылжымайтын мүлікке құқықтарды мемлекеттік тіркеудің қажеттілігі негізделді
[100-200 сөз].
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Improvement of the sphere of state registration rights to real estate

Abstract. Based on a comparative analysis of legal acts on state registration of rights to
immovable property of two countries, the Republic of Kazakhstan and the Russian Federation, an
attempt to identify problematic aspects of Kazakhstan’s legislation was made. In the introduction
of the article, the value of real estate in public circulation is disclosed, the need for mandatory
state registration of rights to real estate is substantiated [100-200 words].

Key words: Civil law, civil rights objects, real estate, state registration, the moment of
occurrence of the right of ownership of the acquirer, registration procedure, terms and forms of
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