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Charities and Public Benefit


Although the requirement for charities to be for the public benefit has been implicit in Charity legislation for many years, the Charities Act 2006 includes an explicit public benefit requirement in the definition of charitable purpose. For a purpose to be a charitable purpose it must also be for the public benefit. In addition, it cannot be presumed that a purpose of a particular description is for the public benefit. Public benefit must be demonstrated.


The Charities Act 2006 does not define public benefit, but requires the Charity Commission to “promote awareness and understanding of the operation of the public benefit requirement”. Charity trustees must follow Charity Commission guidance.
Public benefit assessments

Any new charity must demonstrate compliance with the public benefit requirements, but what about existing charities? The Charity Commission have started a programme of public benefit assessments, firstly checking that a charity’s aims are charitable and then checking that the charity’s activities demonstrate that the charity is furthering its aims for the public benefit. Their first programme of assessments will look at three groups of charities: independent schools; charities for the advancement of religion; fee charging residential care charities.


The Charity Commission might conclude that although a charity is capable of being a charity, the trustees are not furthering the charity’s aims in a way that is for the public benefit. In such cases they would work with the trustees to agree a course of action in accordance with a credible and timely plan.

The Charity Commission might go further and conclude that the charity is not capable of operating as a charity because the aims of the charity fall outside the Charities Act definition, either in relation to its purposes or whether it can operate for the public benefit. The two main options would be removal of the charity from the register or a restructuring to bring the charity fully within the definition.


However, the Charity Commission have stated that they do not expect many charities to have any difficulty in demonstrating they are for the public benefit. 
Summary of Charity Commission guidance on public benefit

There are two key principles both of which must be met in order to show that a charity’s aims are for the public benefit. 


Principle 1: There must be an identifiable benefit or benefits. 

a) It must be clear what the benefits are

b) The benefits must be related to the aims

c) Benefits must be balanced against any detriment or harm


Principle 2: The benefit must be to the public, or a section of the public.

a) The beneficiaries must be appropriate to the aims

b) Where the benefit is to a section of the public, the opportunity to benefit must not be unreasonably restricted by geographical or other restrictions, or by ability to pay any fees charged

c) People in poverty must not be excluded from the opportunity to benefit 

d) Any private benefits must be incidental

Examples of different sorts of benefits listed in the Charity Commission guidance include: 

• giving grants or clothing or food to people in poverty; • giving medical care to people who are sick; • giving an education; • giving public access to an historic building; • providing housing to homeless people; • providing people with facilities for sport and recreation; • preserving an endangered species; • conserving the environment; • caring for sick, injured or homeless animals; • promoting artistic or literary appreciation; • preserving the nation’s historic buildings or landmarks; • preserving a beautiful landscape; • promoting the efficiency of other charities.


Reporting on public benefit

For accounting periods beginning on or after 1 April 2008, the annual report must include:

· a report of those activities undertaken by a charity to further its charitable purposes for the public benefit

· a statement by the charity trustees as to whether they have complied with the duty in section 4 of the Charities Act 2006 to have due regard to public benefit guidance published by the Commission.

Charity trustees have an existing legal duty to include in their Trustees’ Annual Report a summary of the objects of the charity, and a summary of the main activities and achievements of the charity in relation to its objects.

In the case of larger charities (above the audit threshold) the reporting requirements are expanded to include: • a review of the significant activities undertaken; • details of aims and objectives; • details of strategies adopted and activities undertaken to achieve those aims and objectives; • details of the achievements by reference to the aims and objectives set.


The Charity Commission do not anticipate that the new requirements will significantly change the structure of the Trustees’ Annual Report and recognise that most charities are already providing information about their activities and how their achievements contribute to their aims.

Trustees of smaller charities (below audit threshold) 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 summary need not be detailed and for most charities it should not significantly affect the existing structure of their Trustees’ Annual Report. Trustees simply need to continue to explain their charity’s activities and achievements during the year, but set them in the context of the charity’s aims to explain how they have been carried out for the public benefit.

For trustees of larger charities, the public benefit reporting requirement is the same as for smaller charities, except they are required to provide a fuller explanation in their Trustees’ Annual Report of the significant activities undertaken in order to carry out the charity’s aims for the public benefit, as well as their aims and strategies. They are required to explain the charity’s achievements measured by reference to the charity’s aims and to the objectives set by the trustees. In the main, the new requirements should not significantly affect the existing structure of their Trustees’ Annual Report.

It is for charity trustees to decide how best to report on their charity’s public benefit, based upon what they consider to be proportionate and appropriate in their particular charity’s circumstances. They can voluntarily provide more detailed public benefit reports if they wish.

Charity Commission guidance

There is a lot of detailed, but clear and useful guidance on the Charity Commission website. In December 2008 they issued specific guidance to charities in particular sectors, including charities whose aims include the advancement of education, charities whose aims include fee charging and charities whose aims include the advancement of religion.

www.charity-commission.gov.uk/publicbenefit  

If you would like any advice or assistance on the issue of public benefit please speak to your usual charity contact at Critchleys. 
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