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Latest guidance from the Charity Commission on the public benefit requirement

The Charity Commission has published further materials to help charities understand the public benefit requirement which was strengthened by the Charities Act 2006.  Parliament gave the Commission, as the independent regulator of charities in England and Wales, the task of promoting the requirement and producing guidance for charities.  We have assessed 12 charities against the requirement, and have published the outcome of each individual assessment, as well as a report on the emerging findings for all charity trustees to consider.  These materials are the latest step in fulfilling our objectives around public benefit. 
What is the background to the public benefit requirement?
To be a charity, an organisation must have aims which fall within the descriptions of charitable purposes listed in law; and which are for the public benefit.   The Charities Act 2006 highlights this requirement by explicitly including public benefit in the definition of a charitable purpose.  You can find more information about this change in our previous MP briefing, “Public Benefit – What it means for charities” here www.dodsdata.com/Resources/epolitix/Forum%20Microsites/Charity%20Commission/MP%20briefing%20on%20pub%20ben%20guidance.doc
Parliament gave the Charity Commission, as the independent regulator of charities,  a statutory objective to promote awareness of the public benefit requirement and a requirement to produce statutory guidance to help fulfil this objective.  To this end we have produced guidance for charities on what the requirement means.  Trustees have a duty to report on public benefit, and in order to help them we have issued examples of Trustee Annual Reports for fictional charities.  These documents are available on our website at www.charitycommission.gov.uk.  We have now completed public benefit assessments of twelve charities, which will also help charity trustees to see how the requirement will work.  
Which charities were involved?
The following charities were selected to take part:

· Church Mission Society (registered charity no. 220297)

· Cornwall Old People’s Housing Society Ltd (registered charity no. 1071067)

· Highfield Priory School Limited (registered charity no. 532262)

· London Sri Murugan Temple (registered charity no. 271097)

· The Manchester Grammar School Foundation (registered charity no. 529909)

· Manor House School Trust Ltd (registered charity no. 307347)

· Pangbourne College Limited (registered charity no. 309096) 

· Penylan House, Jewish Retirement and Nursing Home (registered charity no. 243968)

· The Rest Bay Convalescent Hotel (registered charity no. 220744)

· St Anselm’s School Trust Limited (registered charity no. 527179)

· Tara Mahayana Buddhist Centre (registered charity no. 517949)

· United Christian Broadcasters Limited (registered charity no. 299128)
How did you choose the twelve charities?
We looked at three groups of charities:

· independent schools

· charities for the advancement of religion 

· fee charging residential care charities.
 

These were chosen because charities for the advancement of religion and for the advancement of education are two of the categories of charity which are particularly affected by the Charities Act 2006.  We included fee-charging residential care charities because of the high level of public interest in how the public benefit requirement may affect fee charging charities.  

We wanted to have a range of charities, in order to make the results of the assessments useful to a wide variety of charities.  We therefore included: different types of charities within each group; a suitable geographical spread across England and Wales; a range of income levels; and, in the case of fee charging charities, different numbers of users, methods of access and fees charged.
What requirements did the charities have to meet?  

We assessed the charities against the criteria set out in our guidance, “Charities and Public Benefit” (available on our website: www.charitycommission.gov.uk/publicbenefit/default.asp).   

There are two main principles explained within the guidance. 

Firstly, there must be an identifiable benefit or benefits.  This means that:

· it must be clear what the benefits of the charity’s purposes are; 

· the benefits must be related to the aims of the charity;

· and benefits must be balanced against any detriment or harm. 

Secondly, benefit must be to the public, or section of the public.  This means:

· the beneficiaries of the charity must be appropriate to its aims;

· where benefit is restricted to a section of the public, the opportunity to benefit must not be unreasonably restricted by geographical or other conditions or by ability to pay any fees charged; 

· people in poverty must not be excluded from the opportunity to benefit;

· and any private benefits must be incidental.
What would it mean if a charity did not meet the requirement?
We are committed to working with the trustees of any charity which does not currently meet the public benefit requirement.  We take reasonable account of how much time and resource might be needed by a charity in its particular circumstances to make any necessary changes in order to meet the requirement, and we do not expect those changes to be made overnight.

There may be circumstances in which we conclude that the organisation in question is not in fact a charity – it may have been registered with the Commission in error.  This is likely to be rare, but if we did find that to be the case the organisation would need to be removed from the Register of Charities.  If we concluded that a charity was not currently operating for the public benefit, we would work with the trustees to resolve the issues.
How did the Commission carry out its assessments? 

The Commission’s assessments were risk-based, proportionate and independent.   Our information-gathering included a questionnaire for the charities to fill in, along with office-based research by our staff and a visit to each charity.  We then analysed this information using the criteria set out in our statutory guidance on public benefit.
What were the outcomes?

Unsurprisingly, given the wide range of charities we selected to take part in the assessment programme, the results varied.  Some charities meet the requirement whilst others currently do not.  A summary of the outcomes can be found at the end of this briefing.  We have published all twelve assessments on our website at www.charitycommission.gov.uk.   


In order to consider some of the common themes emerging from this exercise, we have published a report on the emerging findings for charity trustees, which deals with issues such as keeping charities’ aims under regular review, to ensure their ongoing usefulness and public benefit. 
Have you removed any of the charities from the Register of Charities?

No.  We are committed to working with those charities which do not currently meet the requirement in order to help them to do so.   We do not expect changes to be made overnight.

What do the charities have to do if they are not meeting the requirement?

We have outlined required and recommended actions for the trustees of those charities which are not currently meeting the requirement.  The trustees must produce a plan showing how they intend to meet the requirement.  They must confirm their intention to do this within 3 months of the report, and provide the plan within a further 9 months.
What if a charity wishes to challenge the Commission’s decision?
Where we have identified actions that trustees must take, the Commission’s approach at this stage is to work with the charity on a consensual basis.  We therefore hope this instance will be very rare. 

The conclusions in the report represent the Commission's final position and have been made by members of our Board and so are not open to internal review by the Commission itself. The charities may at some future stage be able to go to the Charity Tribunal if the Commission does use any of its regulatory powers, though we expect this to be rare. A charity could also take the matter to a Judicial review. If a charity feels that the service they have received from the Commission has fallen short, they can go through our customer complaints procedure.   
Do these results mean that independent schools will lose their charitable status?

No.  We concluded that 3 of the 5 schools have aims which are for the public benefit.  In the other 2 cases, the schools remain on the Register of Charities and the trustees will need to address the issues identified in the individual reports we have published.  As we’ve said since the start of the process, we must look at each case on its own merits in the light of the law and our guidance. 
Aren’t you putting unfair demands on charities, especially given the current economic climate?

We have taken reasonable account of how much time and resources might be needed by a charity in its particular circumstances to make any necessary changes in order to meet the public benefit requirement.  Our individual assessment reports demonstrate our case-by-case approach , and we understand that different charities will meet the requirement in different ways.
What is the minimum level of subsidy required from fee-charging charities?

There is no general minimum or optimum amount or percentage of fee assistance that fee-charging charities should offer. Section G6 of the “Emerging Findings for Charity Trustees” report gives further explanation on this point.  It is important to emphasise that in coming to our conclusions, we looked at each charity on its own merits and in its own context, and considered whether it meets the criteria set out in our guidance – which cover a range of issues, not simply the level of fees and subsidies.
                                                                                                                                                                                                  

What happens next?
The material we have published is just a further step in making charities aware of the public benefit requirement and helping them to understand it.  We will continue to work with those charities for whom we have made recommendations for improvement.  We will also continue to promote the public benefit requirement among all charities.  We look forward to seeing some of the first Trustee Annual Reports covering this issue, and we are planning some research work to assess the impact the requirement has had on charities and their trustees.
Summary of outcomes
	Name of charity
	Registered charity no.


	Outcome

	Church Mission Society 


	220297
	The Church Mission Society is currently meeting the public benefit requirement.

	Cornwall Old People’s Housing Society Ltd  


	1071067
	Cornwall Old People’s Housing Society Ltd  is currently meeting the public benefit requirement.

	Highfield Priory School Limited 


	532262
	Highfield Priory School Limited does not currently meet the public benefit requirement and the Charity Commission has asked the trustees to come up with an action plan.

	London Sri Murugan Temple
 


	271097
	London Sri Murugan Temple is currently meeting the public benefit requirement, and the Charity Commission has set out its recommendations to the trustees on some steps they should take as a matter of good practice.



	The Manchester Grammar School Foundation 


	529909
	The Manchester Grammar School Foundation is currently meeting the public benefit requirement.

	Manor House School Trust Ltd 


	307347
	Manor House School Trust Ltd is currently meeting the public benefit requirement, and the Charity Commission has set out its recommendations to the trustees on some steps they should take as a matter of good practice.



	Pangbourne College Limited 
 


	309096
	Pangbourne College Limited is currently meeting the public benefit requirement, and the Charity Commission has set out its recommendations to the trustees on some steps they should take as a matter of good practice.



	Penylan House, Jewish Retirement and Nursing Home 


	243968
	Penylan House, Jewish Retirement and Nursing Home does not currently meet the public benefit requirement and the Charity Commission has asked the trustees to come up with an action plan.

	The Rest Bay Convalescent Hotel 


	220744
	The benefits provided by the Rest Bay Convalescent Hotel are not currently sufficiently related to its aims, so the Charity Commission cannot form a conclusion about the extent to which it meets the public benefit requirement.  The trustees must now review the charitable aim of the organisation and decide whether it is still possible to further that aim or whether they need to develop new aims within the framework of charity law. 



	St Anselm’s School Trust Limited 


	527179
	St Anselm’s School Trust Limited does not currently meet the public benefit requirement and the Charity Commission has asked the trustees to come up with an action plan.



	Tara Mahayana Buddhist Centre 


	517949
	Tara Mahayana Buddhist Centre is currently meeting the public benefit requirement, and the Charity Commission has set out its recommendations to the trustees on some steps they should take as a matter of good practice.



	United Christian Broadcasters Limited 
	299128
	United Christian Broadcasters Limited is currently meeting the public benefit requirement, and the Charity Commission has set out its recommendations to the trustees on some steps they should take as a matter of good practice.
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Want to know more about public benefit?


Although this briefing is intended to be an accurate summary, it is important to look at it in conjunction with the full report for each charity, and the report on emerging findings.


Along with our statutory guidance, these are available on our website at www.charity-commission.gov.uk.  For more information contact our Public Affairs Manager, Lindsay Owen, on 020 7674 2464, or �HYPERLINK "mailto:lindsay.owen@charitycommission.gsi.gov.uk" \o "mailto:lindsay.owen@charitycommission.gsi.gov.uk"��lindsay.owen@charitycommission.gsi.gov.uk�
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