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Public Benefit - what it means for charities  

The Charity Commission has published guidance for all charities on the public benefit requirement and what will be expected of them.  Following the passage of the Charities Act 2006, all charities must explicitly demonstrate that they have charitable purposes which are for the public benefit.  We carried out extensive consultation with charities, the public and Parliamentarians during 2007, and have now reached conclusions and published guidance which will apply to all charities.  For certain types of charities, we will soon produce draft supplementary guidance, and again we will consult on this. 
What has happened so far?

· Following the Charities Act 2006, all charities, including charities which advance education or religion or relieve poverty, will be explicitly required to have charitable purposes which are for the public benefit.  The law previously presumed that the purposes of these types of charities were for the public benefit.
· The Act gives the Commission a new objective to promote awareness of the public benefit requirement.  In March 2007, we published draft guidance for charities on public benefit.  We then consulted widely.
· We received over 900 responses to our consultation and therefore extended the time we took to consider them.  We have now published our guidance, which applies to all charities.
What does the guidance say?
Each charity must be able to demonstrate that its aims are for the public benefit.  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 has changed as a result of the consultation?  

Most of the changes we have made in the light of the comments made have been to improve the clarity of the guidance so that charities can better understand what is expected of them.  The original four principles of public benefit have been rewritten into two main principles, and expanded with important additional points, as above.  We have also expanded the section of guidance on reporting requirements and how the Commission will assess public benefit.
Some responders didn’t like the use of the term ‘disbenefit’ in reference to any potential negative impact that a charities’ aims might have.   We have therefore instead referred to something that may cause ‘detriment or harm’- i.e. if there is more detriment than benefit, then an organisation’s aims would not be charitable. 
 

Why are you consulting again?  

We have a longstanding commitment to produce supplementary guidance specifically aimed at certain types of charities:  educational charities, religious charities, fee-charging charities and those whose purposes are to relieve or prevent poverty.  We will consult on this specific guidance.  However, this guidance on the principles of public benefit applies to all charities, including those in these categories; the forthcoming further guidance is intended to supplement the general guidance we have produced, not to supersede or contradict it in any way.
I’ve seen a lot in the press about independent schools – where do they now stand?
Of course, many independent charitable schools will be particularly keen to get involved in the consultation we are holding on supplementary guidance for educational charities and those which charge fees.  However, the principles identified in our general guidance still apply to them.  A key part of principle 2 is that people in poverty must not be excluded from the opportunity to benefit.  All charities which charge fees for their services, including independent charitable schools, will need to ensure that people who cannot afford those fees are able to benefit.  There are many different ways in which charities can achieve this and the guidance explains some of them.  What is important is that the benefit to people in poverty is related to the charity’s purposes and is more than just tokenistic, minimal or something that happens by chance.

What about smaller schools which cannot afford to give lots of bursaries? 
Bursaries are not the only, or necessarily the best, way for schools to provide opportunities to benefit to people who cannot afford to pay the fees.  There are many different ways for independent schools to do this including, for example, working in partnership with local state schools without having to offer bursaries. This specific question is one of the issues which we expect will be discussed when we consult on supplementary guidance for particular sorts of charities later in the year.  Generally speaking, we accept that different charities will be able to meet the requirement in different ways, and we will of course take reasonable account of how much time and resources might be needed by a charity to make changes in order to meet the public benefit requirement.  Similarly, we will take a proportionate approach to our reporting requirements for all charities: we will expect larger charities to report in more detail on how they meet the public benefit requirement.  More detail on this is given below.
What about faith charities?

As for all charities, faith and religious charities have to meet the public benefit requirement as set out in this guidance (previously they enjoyed a legal presumption of public benefit; this will now have to be demonstrated explicitly).  However, we are not asking any faith charities to change their actual beliefs in any way.  
Some people who responded to our consultation, particularly those from religious charities, were concerned about the use of the term ‘modern social conditions’ and the emphasis on it, and what this might mean.  They were concerned that we would be asking religious charities to modernise the tenets of their faith and their beliefs.  This is absolutely not the case, so we have changed the guidance to explain that we will assess public benefit in the light of ‘changing social and economic conditions’.  This might mean, for example, altering the wording of a charity’s objects so they have relevance for today. For example, the Commission might agree to alter the objects of a charity was established for the provision of ‘marriage portions for poor maids’, to ‘the relief of poverty of women’. We have worked hard to emphasise that it is not in the remit of the Commission to look into traditional, long-held religious beliefs or to seek to modernise them.   Again, many religious and faith charities will want to get involved in the consultation we will be holding on supplementary guidance specifically aimed at them. 

What will happen in practice?

Charities will not need to start reporting on their public benefit until March 31 2009 at the earliest. This gives ample time for trustees of charities to read the guidance through thoroughly.  They can then establish what it means for their charity and what they will need to do in order to demonstrate that it is meeting the public benefit requirement. The amount of information needed will depend on the size of the charity, with the level of detail required dependent on whether the charity’s income is above or below the audit threshold.  (An audit is required when a charity’s gross income in the year exceeds £500,000, or where income exceeds £100,000 and the aggregate value of its assets exceeds £2.8 million.)  For the majority of charities, who do not meet the audit threshold, trustees will be required to include a brief summary in their Trustees’ Annual Report of the main activities undertaken in order to carry out the charity’s aims for the public benefit.  The statement should also confirm that the trustees have had regard to our public benefit guidance where relevant.  Trustees can, of course, provide fuller public benefit statements if they wish.

What are the next steps?
We are currently disseminating the general guidance amongst charities.  We will launch consultations on the supplementary guidance in February.  Do let us know if you would like us to keep you updated on this.
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Want to know more about public benefit?


The full consultation document is available on our website at www.charity-commission.gov.uk.  This briefing document is also available electronically via our ePolitix microsite, at www.epolitix.com/EN/Forums/Charity+Commission/, under Publications and Briefings.  For more information contact our Parliamentary Officer, 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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