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In this ediƟ on we look at:

• MicrosoŌ  expands its charity soŌ ware donaƟ on programme 

• Grants and loans of £12 million available to social enterprises

• AboliƟ on of cheques cancelled 

• Catholic Care given leave to appeal again 

• CIO Update 

• FacilitaƟ on payments may consƟ tute bribery under the Bribery 
Act 2010 

• Commission Removes ‘Sham’ ChariƟ es From The Register 

• The Use of Trading Companies by ChariƟ es

Microsoft expands its charity 
software donation programme
MicrosoŌ  has expanded its soŌ ware donaƟ ons programme, which 
began in 2006, by widening the type of chariƟ es which can apply (to also 
include medical research organisaƟ ons, private foundaƟ ons and amateur 
and sports recreaƟ onal organisaƟ ons) and also increasing the number 
of free products which chariƟ es can receive. ChariƟ es are now able to 
order up to 50 copies of 10, instead of 6, diff erent MicrosoŌ  products, 
such as Windows 7 and Offi  ce 2010, in a 2 year period. ChariƟ es may put 
in requests as oŌ en as they like using the Charity Exchange Service and 
will be charged a small administraƟ ve fee (of only a few pounds) for each 
request. 
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Grants and loans of £12 million available 
to social enterprises
A new £12 million capital growth fund, The Social Enterprise Investment 
Fund (SEIF), is currently off ering grants of between £50,000 and £150,000 
to social enterprises providing health or social care services in England. 
Loans are also available if the organisaƟ on can show it is able to repay it. The 
grants are available for property or land purchases, property renovaƟ ons 
and refurbishments, vehicle purchases, equipment for delivery of services, 
IT equipment and professional fees relaƟ ng to capital projects. To apply, 
organisaƟ ons must have existed for more than 12 months and must be able to 
spend the funding by 31 March 2012. 

The deadline for applicaƟ ons is noon on Friday 16 September. If you would like 
to apply, the applicaƟ on form is at hƩ p://www.thesocialinvestmentbusiness.org/
our-funds/seif/seifcapitalgrowthfund/. 

 

Abolition of cheques cancelled
The Payments Council has announced that it has cancelled its target of abolishing 
cheques by 2018 and said that cheques will conƟ nue for as long as customers 
need them. 

Catholic Care given leave to appeal again 
The social care charity Catholic Care has appealed for the fourth Ɵ me against 
a ruling of the charity tribunal that it cannot change its objects to say that 
it provides adopƟ on services to heterosexual couples only, with the aim of 
excluding gay couples from using its services. The Upper Tribunal, which has the 
same status as the High Court, has allowed the appeal which should be heard 
later this year. Catholic Care will be arguing that the charity tribunal had failed 
to properly perform the balancing act to determine whether discriminaƟ on was 
reasonable given that, according to the charity, the alternaƟ ve was closing its 
adopƟ on service because without discriminaƟ ng, it would lose its funding from 
the Catholic Church.



CIO Update request is refused
The ChariƟ es Act 2006 introduced a new legal form for a charity which 
is an incorporated form of charity but which is not a company, called the 
Charitable Incorporated OrganisaƟ on (CIO).  CIOs will be regulated by the 
Charity Commission alone and not by Companies House and so will avoid dual 
regulaƟ on.  According to Nick Hurd, the minister for Civil Society, this new 
structure will be brought in this year.  It is already available in Scotland.

A recent report by DeloiƩ e LLP has stated that the main advantage of CIOs is 
the simplifi caƟ on of fi ling and reporƟ ng, whether it is in relaƟ on to changes in 
structure or annual fi ling requirements. 

However, the report also highlights the following disadvantages of CIOs:

• The law surrounding CIOs has yet to evolve, and unless Parliament   
 enacts new legislaƟ on, the Companies Act 2006 will sƟ ll apply.  

• Larger chariƟ es will not benefi t from the new structure as they will have   
 no way of off ering security over its assets for any borrowing.  Therefore,   
 the idea of operaƟ ng as an incorporated enƟ ty is meaningless as   
 in order to secure any borrowing individual trustees may have to   
 give personal guarantees.  As a result,the Charity Commission    
 has conceded that larger chariƟ es will sƟ ll operate using the limited   
 company structure rather than the CIO.

• At this stage CIOs will not be available to chariƟ es converƟ ng from   
 unincorporated trusts, but will only be available for new charity    
 formaƟ ons.

The Government is yet to fi nalise the regulaƟ ons which will apply to CIOs but 
it is looking increasingly likely that this new structure will be coming into force 
sooner rather than later.

Facilitation payments may constitute 
bribery under the Bribery Act 2010 
Under the Bribery Act 2010 (the ‘Act’) which came in to force in July 2011 
chariƟ es may face prosecuƟ on if they are found to be using charity funds under 
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SecƟ on 6 (bribery of a foreign offi  cial) and SecƟ on 7 (failure of a commercial 
organisaƟ on to prevent bribery) of the Act.

In view of the widespread operaƟ on of many chariƟ es working in foreign 
countries, and due to the nature of some foreign countries and the fact that in 
some cultures, the act of bribery if so deeply embedded, the Charity Commission 
(the ‘Commission’) fears that charity offi  cials may fi nd it hard to go against long 
established tradiƟ ons.  The Commission has stated that “trustees should avoid 
any situaƟ on where there is an expectaƟ on of a giŌ  or a payment”.

In parƟ cular, when looking at so called facilitaƟ on payments, chariƟ es working 
overseas may occasionally speed up services in areas where there is a severe 
charitable need by making payments to other offi  cials.  Under the Act, this use 
of charitable funds is unacceptable and could lead to prosecuƟ on under the Act, 
which would inevitably result in bad publicity for the charity, leading to the loss 
of donaƟ ons and funding.

It is clear that, chariƟ es must stand fi rm against any form of bribery and present 
a no tolerance stance.

Commission Removes ‘Sham’ Charities 
From The Register
The Charity Commission has recently removed seven chariƟ es from the 
register, and has taken the decision not to register a further 28 applicaƟ ons for 
registraƟ on.

The ChariƟ es that have been removed were all formed with the aim of ‘the 
advancement of the ChrisƟ an faith’. They were all registered in July and 
August last year, and removed from the register in March this year aŌ er the 
Commission’s invesƟ gaƟ on had been concluded.

The Commission became suspicious aŌ er it discovered that the address for 
correspondence with one of those chariƟ es (and it was also the address of one 
of the trustees) was unoccupied. Further invesƟ gaƟ ons showed that a total of 
35 applicaƟ ons for registraƟ on had been made by organisaƟ ons all over the 
country, but that they all shared common features, such as addresses that were 
unoccupied, or did not exist, telephone numbers which did not work, and the 
inclusion of the same fi nancial informaƟ on in diff erent registraƟ on applicaƟ ons



The Commission reported to the police its suspicions that some of the 
informaƟ on provided was false.

When any applicaƟ on for registraƟ on is made, the Commission has to consider 
the possibility that the charity may be a sham, and it has a duty to remove 
from the register any body that it considers is no longer a charity, or any charity 
that has ceased to operate or to exist. Any applicaƟ on is assessed against a 
legal framework to ensure that the objects for the organisaƟ on are exclusively 
charitable, and that the organisaƟ on will provide a public benefi t.

The Use of Trading Companies by 
Charities
As funding from central and local government is being cut, and as legacies and 
donaƟ ons to chariƟ es decline, many chariƟ es are looking for the fi rst Ɵ me at how 
to raise addiƟ onal funds. This is a maƩ er which needs to be addressed carefully 
by chariƟ es, to ensure that they do not fall foul of charity law.

OŌ en the idea will be that the addiƟ onal funds are raised by carrying on acƟ viƟ es 
that do not fall within the primary purposes of the charity. Trading by a charity 
is only permissible if it is either in pursuance of its objects, or is temporary or 
incidental to those objects. A charity therefore must ask itself whether the 
trading acƟ vity will directly further one of the charity’s objects. If it does so, 
then the acƟ vity will be ‘primary purpose trading’, and can be carried on by the 
charity. Examples of trading that will fall within the defi niƟ on of primary purpose 
would be: an independent school charging fees for the provision of educaƟ on; 
an art gallery charging for admission; selling goods made by benefi ciaries of the 
charity.

If the acƟ vity is not primary purpose trading, then it may be appropriate for the 
charity for form a subsidiary trading company to carry out the acƟ viƟ es. Usually 
the company will be a company limited by shares, and the charity itself will own 
the shares.

Although a company such as this, which is not a charity, will, on the face of it, be 
liable to pay corporaƟ on tax on the profi ts that it generates, this can be avoided 
if the trading company donates all of its profi t to the parent charity using the 
giŌ  aid scheme. In these circumstances the profi ts made from the trading can be 
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received by the charity without corporaƟ on tax being paid on them.

When a trading subsidiary is set up by a charity it should ensure that the 
following points are addressed:

• The arƟ cles of associaƟ on of the trading subsidiary should be draŌ ed to   
 ensure that the charity retains some element of control over the   
 subsidiary.

• The board of directors of the subsidiary should not be the same as the   
 board of the charity, and thought should be given as to the composiƟ on   
 of it.

• The charity cannot simply use its own funds to subsidise the trading   
 subsidiary (because it won’t be using its funds for its charitable    
 purposes). The most common way for the subsidiary to be provided with  
 working capital is for the charity to provide the subsidiary with a   
 loan (usually secured over the assets of the subsidiary).

• The governance of the trading subsidiary, and in parƟ cular, dealing with   
 confl icts of interest for those members of the subsidiary’s board who are  
 also trustees of the charity.

• If the charity is to provide some services or support to the subsidiary, it   
 should ensure that these are charged for properly, and that the    
 arrangements are recorded in an agreement between the two bodies.

Whilst the use of trading subsidiaries is a common and eff ecƟ ve way for a charity 
to raise funds, it is something that should be approached with care to ensure 
that neither the charity nor the subsidiary falls into any of the traps that exist.

Contact us
If you would like to speak to someone about our Charity service or discuss your situation, please contact 
our Charity team on:

T: 0118 951 6800
E: nick.burrows@blandy.co.uk

More details on our service can be found on our website 
www.blandy.co.uk 

Blandy & Blandy LLP does not assume legal responsibility for the accuracy of any parƟ cular 
statement contained in this bulleƟ n. In the case of specifi c problems we recommend that 
professional advice be sought.



Blandy & Blandy LLP is regulated by the Solicitors Regulation Authority and authorised by the Financial Service Authority.
It is incorporated as a limited liability partnership under number OC 348096 and its registered offi  ce is at One Friar Street Reading Berkshire RG1 1DA. 
A list of Members may be inspected at our Registered Offi  ce. “Partner” denotes a Member or a senior Employee of Blandy & Blandy LLP. 
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