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An Act to amend the law relating to companies.
[1st May 1980}

with the advice and consent of the Lords Spiritual and
Temporal, and Commons, in this present Parliament
assembled, and by the authority of the same, as follows i

BB IT BENACTED by the Queen’s most Excellent Majesty, by and

Part I
CLASSIFICATION AND REGISTRATION OF COMPANIES, ETC.

Classification of companies

1.—(1) Subject to section 8(2) below, in this Act and m the Classification
Companies Acts 1948 to 1976— of companies.

“ public company ™ means & company limited by shares
or limited by guarantee and having a share capital,
being a company-—

(@) the memorandum of which states that the
company is to be a public company . and

{b) in relation to which the provisions of the Com-
panies Acts as to the registration or re-tegistration of
a company as a public company bave been complied
with on or after the appointed day ; and

“ private company ”, unless the context otherwise requires,
means a company tbat is not a public company.
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(2) On or after the appointed day, no company may be formex
as, or become, a company limited by guarantee with a share
capital.

(3) Section 212} of the 1948 Act (meaning of provision fo
share capital in relation to a company limited by guarantee
shali apply for the purposes of this section as it applies for the
purposes of that section.

2.—{1) The minimum number of persons who may form s
public company under section 1 of the 1948 Act tmode o
forming an incorporated company) shall be two instead of seven

(2) The name of a public company must end with the words
“ public limited company” or, in the case of a company the
memorandum of which states that its registered office is to be
situated in Wales, those words or their equivalent in Welsh
and those words or that equivalent may not be preceded by
the word * limited ” or its equivalent in Welsh.

(3) Subject to subsection (2) above, a resolution that a company
be re-registered as a public company or, in the case of a companj
applying to be registered in accordance with section 13 below
that it be a public company may change the name of the com
pany by deleting—

{a} the word * company ” or the words “and company ”
or

{p} 1ts or their equavalent in Weish ;
including any abbreviation of them.

(4 The memorandum of a public company shall be in the
form set out 1n Part I of Schedule | to this Actor, if it is @
company limited by guarantee and having a share capital, ir
the form set out in Part Il of that Schedule or, in either case
as near thereto as circumstances admit; and those formu
supersede in the case of a public company the forms of memo
randum set out respectively in Tables B and D in Schedule |
to the 1948 Act.

Registration and re-registration of companies, etc.

3.—{1} Where any memorandum is delivered for registratior
under section 12 of the 1948 Act {registration of memorandun
and articles), the registrar shall not register the memorandun
unless he is satisfied that all the requirements of the Companie:
Acts in respect of registration and of matters precedent and in
cidental thereto have been complied with.

(2) Where a memorandum which is so delivered states tha
the association to be registered is to be a public company
the amount of the share capital stated in the memorandum to be
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that with which the company proposes to be registered must not  Parrl
be less than the authorised minimum.

(3) Where the registrar registers an association’s memorandum
which states that the association is to be a public company,
the certificate of incorporation given in respect of that associa-
tion under section 13 of the 1948 Act (efiect of registration)
shall contain a statement that the company is a public company.

(4} A certificate of incorporation given under that section in
respect of any association shall be conclusive evidence—

{a@} that the requirements mentioned in subsection (i)
above have been complied with, and that the associa-
fion is a company authorised {o be registered and is
duly registered under the 1948 Act; and

(b if the certificate contains a statement that the company
is & public company, that the company is such a
company.

(3) A statutory deciaration in the prescribed form by 2 solicitor
engaged in the formation of a company, or by a person named
as a director or secretary of the company in the statement
delivered under section 21 of the 1976 Act {statement of first
directors and secretary), that the requiremenis mentioned in
subsection (1} above have been complied with shall be delivered
to the registrar, and the registrar may accept such a declaration
as sufficient evidence of compliance.

d.—(1) A company registered as a public company on its Public
original incorperation shalli not do business or exercise any ¢ompany
borrowing powers unless the registrar of companies has issued it gg;i;%g%nlm
with a certificate under this section or the company is Te- requirements
registered as a private company. as to share

capital

(2) The registrar shall issue a company with a certificate under complied
this section if, on an application made to him in the prescribed with.
form by the company, he is satisfied that the nominal value of
the company’s aliotted share capital is not less than the autho-
rised minimum, and there is delivered fo him a statutory declara-
tion complying with suhsection (3) below.

(3) The statutory declaration shall he in the prescribed form
and signed by a director or secretary of the company and shall
state—

{@) the nominal value of the company’s allotted share
capital is not Iess than the authorised minimum ;

(&) the amount paid up, at the time of the application, on
the allotted share capital of the company ;

A4
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ParT I (¢) the amount, or estimated amount, of the preliminary
expenses of the company and the persons by whom
any of those expenses have been paid or are payable;
and

{(d) any amount or benefit paid or given or intended to be
paid or given to any promoter of the company, and
the consideration for the payment or benefit.

@) For the purposes of subsection (2) above, a share allotted
in pursuance of an employees’ share scheme may not be faken
into account in determining the nominal value of the company’s
allotted share capital unless it is paid up at least as to one-
quarter of the nominal value of the share and the whole of any
premium on the share.

(8) The registrar may accept a statutory declaration delivered
to him under subsection {2) above as sufficient evidence of the
matters stated therein.

{6} A certificate under this section in respect of any company
is conchusive evidence that the company is entitled to do busi-
ness and exercise any borrowing powers.

(7) If a company does business or exercises borrowing powers
in contravention of this section, the company and any officer
of the company who is in default shall be liable on conviction
on indictment to a fine and on summary conviction to a fine not
exceeding the statutory maximum.

(8) The provisions of this section are without prejudice to
the validity of any transaction entered into by a company ; but,
if 8 company enters into a transaction in contravention of those
provisions and fails to comply with its obligations in connection
therewith within 21 days from being called upon to do so, the
directors of the company shall be jointly and severally liable to
indemnify the other party to the transaction in respect of any
loss or damage suffered by him by reason of the failure of the
company to comply with those obligations.

Re-registra- 5,—(1) Subject to section 7 below, a private company, other
tion of private than a company not having a share capital or an old public
gmggﬁées company, may be re-registered as a public company if—
cozgpanies. (@) a special resolution, complying with subsection (2) below,
that it should be so re-registered is passed ; and
{b} an application for the purpose, in the prescribed form
and signed by a director or secretary of the company,
is delivered to the registrar, together with the docu-
ments mentioned in subsection (3) below ; and
(¢) the conditions specified in subsection (5)(a) and (5} below
{where applicable) and section 6(1)(a) to (&) below are
satisfied in relation to the company.
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{2} The special resolution must-—

(@) alter the company’s memorandum so that it states that
the company is to be a public company ;

{b) make such other alterations in the memorandum as are
necessary to bring it in substance and in form imto
conformity with the requirements of this Act with
respect to the memorandum of a public company ; and

(¢} make such aiterations in the company’s articles as are
requisite in the circumstances.

{3} The documents referred to in subsection (1) above are—

(@) a printed copy of the memorandum and articles as
altered in pursuance of the resolution ;

{b) a copy of a written statement by the auditors of the com-
pany that in their opinion the relevant balance sheet
shows that at the balance sheet date the amount of the
company’s net assets was not less than the aggregate
of iis calledwup share capital and undistributable
Teserves ;

{¢) a copy of the relevant balance sheet, together with a copy
of an unqualified report by the company’s auditors mn
relation to that balance sheet ;

{d) a copy of any report prepared under smbsection (SMd)
helow ; and

() a statutory declaration in the prescribed form by a
director or secretary of the Company—

(i) that the special resolution mentioned in sub-
section (1Ma) above has been passed and that the
conditions specified in subsection (1)(¢) above have
been satisfied ; and

(ii} that, between the balance sheet date and the
application of the company for re-registration, there
has been no change in the financial position of the
company that has resulted in the amount of the
company’s net assets becoming less than the aggregate
of its called-up share capital and undistributable
reserves.

{4) The registrar may accept a declaration under subsection
{34e) above as sufficient evidence that the special resolution has
been passed and the said conditions have been satisfied.

(5) Where shares are allotted by the company between the
balance sheet date and the passing of the special resolution as
fully or partly paid up as to their nominal value or any premium
on them otherwise than in cash, the company shall not make an

Parrl
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application for re-registration under this section unless befor
the making of the application-

{@ the consideration for that allotment has been valued i
accordance with the provisions of section 24 belo
applied hy this subsection ; and

(b} a report with respect to its value has been made to th
company in accordance with those provisions durin
the six months immediately preceding the allotment ¢
the shares ;

and subsections {2} to (7) and (11) and (12} of that section sha
apply for the purposes of this subsection as they apply for th
purposes of that section and as if the references to subsection (]
of that section were references to this subsection.

(6} If the registrar is satisfied on ar application made unde
subsection (1) above that a company may be re-registered unde
this section as a public company, he shall—

(@) retain the application and other documents delivere
to him under that subsection ; and

{b) issue the company with a certificate of incorporatio
stating that the company is a public company.

(7} The registrar shall not issue a certificate of incorporatic
under subsection (6) above if it appears to him that the cow
has made an order confirming a reduction of the company
capital which has the effect of bringing the nominal value of th
company’s allotted share capital below the authorised minimun

(8) Upon the issue to a company of a certificate of incorpor:
tion under subsection (6) above—
{a) the company shall by virtue of the issue of that certificat
become a public company ; and
(b) any alterations in the memorandum and articles set ot
in the resolution shall take effect accordingly.

(9 A certificate of incorporation issued to a company unde
subsection (6} above shall be conclusive evidence—

{z) that the requirements of this Act in respect of r
registration and of matters precedent and incident:
thereto have been complied with ; and

{(b) that the company is a public company.

{10} In this section—
“ undistributable reserves ™ has the same meaning as i
section 40 below ;

“ relevant balance sheet ” means, in relation to a compan)
a balance sheet prepared as at a date not more tha
seven months before the company’s application fo
re-registration under this section: and
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“ unqualified report ” means, in relation to a balance sheet
of a company-—

(@) if the balance sheet was prepared in respect
of an accounting reference period of the company,
a report made in pursuance of section 1403Ma) or
(b) of the 1967 Act (auditor’s report) and stating
without material qualification—

{i} that, in the opinion of the person makmg the
report, the balance sheet has been properly
prepared in accordance with the provisions
of the Companies Acts; and

(i) where the report is made in pursuance of
the said section 14(3¥a), that, in the
opinion of that person, the balance sheet
gives a true and fair view of the state of the
company’s affairs as at the balance sheet
date ; and

{b) in any other case, a report stating without
material qualification—
(i} that, in the opinion of the person making
the report, the balance sheet complies with
the requirements of sections 149 and 155
of the 1948 Act {contents, form and signing
of accounts) ; and
(ii} without prejudice to sub-paragraph @)
above, that, except where the company is
entitled to avail itself, and has availed it-
self, of the benefit of any of the provisions
of Part IIT of Schedule 8 10 the 1948 Act
{exemptions from requirements as to
accounts), in the opinion of that person, the
balance sheet gives a true and fair view of
the state of the company’s affairs ag at the
balance sheet date.

{11} A qualification shall be treated for the purposes of the
definition of an unqualified report in subsection (10} above as
being not material in relation to any balance sheet if, but only
if, the person making the report states in writing that the thing
giving rise to the qualification is not material for the purpose of
determining, by reference to that balapce sheet, whether at the
balance sheet date the amount of the company’s net assets was
not less thar the aggregate of its cailed up share capital and
undistributable reserves.

(12} For the purposes of the making, in relation o the balance
sheet of a company, of a report falling within paragraph b} of
the definition in subsection (10) above of an unqualified report,
section 149 of and Schedule 8 to the 1948 Act shall be deemed

Paxrl
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to have effect in relation to that balance sheet with such modi-
fications as are necessary hy reason of the fact that that balance
sheet is prepared otherwise than in respect of an accounting
reference period.

6.—(1} Suhject to subsection (2} helow, a private company
shall not be re-registered under section 5 above as a puhblic
company unless, at the time the special resolution referred to in
that section is passed-—

{a) the nominal value of the company’s allotted share capital
is not less than the authorised minimum ;

(b} each of its allotted shares is paid up at least as to one-
guarter of the nominal value of that share and the
whole of any premium on it ;

(¢) where any share in the company or apy premium pay-
able on it has been fully or partly paid up by an under-
taking given by any person that he or another should
do work or perform services for the company or an-
other, the undertaking has heen performed or otherwise
discharged ; and

{d) where shares have been allotted as fully or partly paid
up as to their nominal value or any premium payable
on them otherwise than in cash and the consideration
for the allotment consists of or includes an undertaking
{other than one to which paragraph (¢) above applies)
to the company, either—

(i) that undertaking has been performed or other-
wise discharged ; or

(i) there is a contract between the company and
any person pursuant to which that undertaking must
he performed within five years from that time.

{2) Subject to subsection (3) below, any share allotted by the
company-—
(@) which was allotted before the end of the transitional
period, or
{b) which was allotted in pursuance of an employees’ share
scheme and by reason of which the company would,
hut for this subsection, he precluded under suhsection
(1)(b) above, hut not otherwise, from being re-registered
as a public company,

may be disregarded for the purpose of determining whether
subsection {148 to (d) above is complied with in relation to the
company, and a share so disregarded shall he treated for the
purposes of subsection {1)(e) above as if it were not part of the
allotted share capital of the company.
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(3) A share shall not be disregarded by virtue of subsection  Parrl
{2)(a) above if the aggregate in nominal value of that share and
the other shares which it is proposed so to disregard is more than
one-tenth of the nominal value of the company’s allotted share
capital {not including any share disregarded by virtue of
subsection {2){(b} above).

7.—{1} In its application fto unlimited companies section 5 Re.registras
above shall have effect subject to the modifications contained in tion of

: o : : unfimited
the following provisions of this section. company as

{2) Tbe special resolution required by section 5(1) must, inpublic
addition to the matters mentioned in section 5(2)— company.

{@) state that the liability of the members is to be limited
by shares and what the share capital of the company
is to be; and

(b} make such alterations in the company’s memorandum
ag are necessary to bring it in substance and in form
into conformity with the requirements of the Com-
panies Acts with respect to the memorandum of a
company limited by sbares.

(3) The certificate of imcorporation issued uader section 5(6)
shall, in addition to containing the statement required by para-
graph (b} of that subsection, state tbat the company has been
incorporated as a company limited by shares and-

(@ the company shall by virtue of the issue of that
certificate become a public company so limited ; and

(b} the certificate shall be conclusive evidence of the fact
that it is sucb a public company.

{4) Section 44(6) and (7) of the 1967 Act {provisions supple-
mentary to re-registration of an unlimited company as a limited
company} shall have effect as if any reference to the re-
registration of a company in purseance of that section included
a reference to the re-registration of an unlimited company as a
public company under section 5 above, but except as aforesaid
the said section 44 shall not apply in relation to the re-registration
of an unlimited company as a puhlic company under section §
above.

8.-(1} In this Act “ old public company ” means a company Oid public
limited by shares or a company limited by guarantee and having companies.
a share capital in respect of whicb the following conditions are
satisfied, that is to say—

{a) the company either existed on the appointed day or was

incorporated after that day pursuant to an application
made before that day ,;
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ParT I {6) on that day, or, if later, on the day of the company’s
incorporation, the company was not, or, as the case may
be, would not have been, a private company within the
meaning of section 28 of the 1948 Act (meaning of pri-
vate company) ; and

{¢) the company has not since the appointed day or the day
of the company’s incorporation, as the case may be,
either been re-registered as a public company or become
a private company.

(2} The references in the Companies Acts 1948 to 1976 and,
after the end of the transitional period, in this Act other than this
Part to a public company or a company other than a private
company shall, unless the context otherwise requires, include
references to an cld public company; and references in the
Companies Acts to a private company shall be constraed
accordingly.

(3) An old public company may f{either before or after the
end of the transitionax pericd) be re-registered as a public com-
pany if--

{a@) the directors pass a resolution, complying with subsection
{4) below, that it should be so re-registered ; and

(b} an application for the purpose in the prescribed form and
signed by a director or secretary of the company is
delivered to the registrar, together with the documents
mentioned in subsection (3) below ; and

{¢) at the time of the resolution, the conditions specified in
subsection (11) below are satisfied.

{4) The resolution referred to in subsection (3) above must
alter the company’s memorandum so that it states that the com-
pany is to be a public company and make such other aiterations
in it as are necessary to bring it in substance and in form into
conformity with the requirements of this Act with respect to the
memorandum of a puhlic company.

(5} The documents referred to in subsection (3) above are—

{¢) a printed copy of the memorandum as altered in pur-
suance of the resolution ; and

(b) a statutory declaration in the prescribed form by a
director or secretary of the company that the resolu-
tion mentioned in suhsection {(3Ha) above has been
passed and that the conditions specified in subsection
{11} below were satisfied at the time of the resolution.

6) The registrar may accept a declaration under subsection
(5)(b) above as sufficient evidence that the said resolution has
been passed and the said conditions were so satisfied.
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(7) Subsections (6) to (9 of section 5 above shall apply on
an application for re-registration under this section as they apply
on an application for re-registration under that and as if the
reference to subsection (1) of that section were a reference to
subsection (3) of this.

8) An old public company may pass a special resolution not
t;) be re-registered under this section as a public company and
if cither—

{@ 28 days from the passing of the resolution expire with-
out an application being made under section 11(2)
below for the cancellation of the resolution ; or

() such an application is made under that subsection and
proceedings are concluded thereon without the court
making an order for the cancellation of the resolution ;

the registrar shall issue the company with a certificate stating
that it is a private company and the company shall become a
private company by virtue of the issue of that certificate.

{3 If an old public company delivers to the registrar a statu-
tory declaration in the prescribed form by a director or secre-
tary of the company that the company does not at the time of the
declaration sausfy the conditions speciited 1n subsection (11)
below, the registrar shall issue the company with a certificate
stating that it is a private company and the company shall
become a private company by virtue of the issue of that certifi-
cate.

{10) A certificate 1ssued to & company under subsection (8)
or (9} above shall be conclusive evidence that the requirements of
that subsection have been complied with and that the company
is a private company.

{11) The conditions referred to in subsections (3){¢) and (9)
above are that, at the time concerned. the nominal value of the
company’s allotted share capital is not less than the authorised
minimuem and that in the case of all the shares of the company
or all those of its shares which are comprised in a portion of
that capital which satisfies that condition—

(@ each share 15 paid up at least as to one-quarter of the
nominal value of that share and the whole of any
premyium on it ;

by where any of the shares i question or any premium
payable on them has been fully or partly paid up by an
undertaking given by any person that he or another
should do work or perform services for the company
or another, the undertaking has been performed or
otherwise discharged ; and

Parr i
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{c) where any of the shares in question has been allotted
as fully or partly paid up as to its nominal value or any
premium payable on it otherwise tban in cash and the
consideration for the allotment consists of or includes
an yndertaking (other than one to which paragraph (b}
above applies) to the company, either—

(i} that undertaking has heen performed or other-
wise discharged ; or

{ii) there is a contract between the company and
any person pursuant to which that undertaking must
be performed within five years from that time.

(12) For the purposes of subsection (8) above proceedings on
an application under section 11(2} below are concluded-—

@) except in a case falling within paragraph (&) below,
when the period mentioned in section 11{(5Mb) below
for delivering an office copy of the order to the registrar
expires ; or

(5) when the company is notified that the application has
been withdrawn.

9,—(1) H, at any time after the end of the period of fifteen
months from the appointed day Gn this Act referred to as the
** re-registration period ™), a company which is an old public
company has not delivered to the registrar a2 declaration under
section 8(9) above, the company and any officer of the company
who is in default shall be guilty of an offence unless at that time
the company-—

{@) bas applied to be re-registered under section 8 above,
and the application has not been refused or withdrawn ;
or

(b) has passed a special resolution not to be re-registered
under that section, and the resolution has not been
revoked and has not been cancelled under section 11
below.

(2) A person guilty of an offence under subsection (1) above
shall be liable on summary conviction to a fine not exceeding
one-fifth of the statwtory maximum or, on conviction after con-
tinued contravention, to a default fine not exceeding one-fiftieth
of the statutory maximum for every day on which that sub-
section is contravened.

10.—(1) A public company may be re-registered as a private
company if—

{a) a special resolution complying with subsection (2) below

that it should be so re-registered is passed and has not

heen cancelled bv the court under section 11(6} below ;
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(b} an application for the purpose in the prescribed form  Parri
and signed by a director or secretary of the company
is delivered to the registrar, together with a printed
copy of the memorandum and articles of the company
as altered by the resolution ; and

{c) the period during which an application for the cancella-
tion of the resolution under section 11(2) below may
be made has expired without any sucb application
having been made ; or

{(d) where such an application has been made, the application
bas been withdrawn or an order has been made under
section 11{6) below confirming the resolution and a
copy ©of that order has been delivered to the registrar.

(2) The resolution must slter the company’s memorandum so
that it no longer states that the company is to be a public
company and must make such other alterations in the company’s
memorandum and articles as are requisite in the circumstances.

(3) If the registrar is safisfied that a company may be re-
registered under subsection (1) above, be shall—

{a) retain the application and other documents delivered
to him under that subsection ; and

(b) issue the company with a certificate of incorporation
appropriate to a company that is not a public company.

(4) Upon the issue of a certificate of incorporation under
subsection (3} above—
(@) the company shall by virtue of the issue of that certi-
ficate become a private company ; and
(5} the alterations in the memorandum and articles set out
in the resolution shall take effect accordingly.

(5) A certificate of incorporation issued to a company under
subsection (3) above shall be conclusive evidence-
(@) that the requirements of this section in respect of
re-registration and of matters precedent and incidental
thereto have been complied with ; and

(b} that the company is a private company.

11.—(1) This section applies to the following special resolu- Special
tions, namely- resolutions
(@ a special resolution by an old public company not to ;ﬁsﬁéﬁg}gm
he reregistered under section 8 above as a public becoming
company : private
() a special resolution by a public company to be re- o Po:
registered upder section 10 above as a private

company.
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PART I {2) Where a special resolution to which this section appiies
has been passed, an application may be made to the court for the
canceliation of that resolution.

{3) An application under suhsection (2) above may he made—
(@) by the holders of not less in the aggregate than fve
per cent. in nominal value of the company’s issued
share capital or any class thereof ;
() if the company is not Hmited hy shares, hy not less than
five per cent. of the company’s memhers; or

{¢) hy not less than 30 of the company’s membhers ;

hut any such application shall not he made hy any person who
has consented #o or voted in favour of the resolution.

(4) Any such application must be made within 23 days after
the passing of the resolution and may be made on behailf of the
persons entitled to make the application by such one or more of
their number as they may appoint in writing for the purpose.

(%) If an application is made under subsection (2) above, the
company--
(@) shall forthwith give potice in the prescribed form of that
fact to the registrar ; and
(5 where on the hearing of that application an order cancel-
ling or confirming the resojution is made under sub-
section {6) below, shall, within 15 days from the
making of that order, or within such longer period as
the court may at any time by order direct, deliver an
office copy of the order to the registrar.

(6) On the hearing of an application under subsection (2)
above the court shali make an order either cancelling or confirm-
ing the resolution and-—

{@) may make that order on such terms and conditions as
it thinks fit, and may, if it thioks fit, adjourn the pro-
ceedings in order that an arrangement may be made to
the satisfaction of the court for the purchase of the
interests of dissentient members ; and

(b) may give such directions and make such orders as it
thinks expedient for facilitating or carrying into effect
any such arrangement.

(7} An order under this section may, if the court thinks fit,
provide for the purchase hy the company of the shares of any
members of the company and for the reduction accordingly of
the company’s capital and may make such alterations in the
memorandum and articles of the company as may be required
in consequence of that provision.
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(8) Where an order under this section requires the company
not to make any, or any specified, alteration in its memorandum
or articles, then, notwithstanding anything in the Companies
Acts, the company shall not have power without the leave of the
court to make any such alteration in breach of that requirement.

{9) Any alteration in the memorandum or articies of the com-
pany made by virtue of an order under this section, other than
one made by resolution of the company, shall be of the same
effect as if duly made by resolution of the company, and the
provisions of the Companies Acts shall apply to the memoran-
dum or articles as so altered accordingly.

{10y A company which fails to comply with subsection (5}
above and any officer of the company who is in default shall be
liable on summary conviction o 2 fine not exceeding one-fifth of
the statutary maximum orf, on conviction after continued contra.
vention, a defauit fine not exceeding one-fifticth of the statutory
maximum for each day until the notice or, as the case may be,
the copy required to be given or delivered by that subsection is
given or delivered.

ParT ]

12.—(1) Where the court makes an order confirming a reduc- Reduction

tion of a public company’s capital which has the effect of bring-
ing the nominal value of the company’s allotted share capital

below
authorised
minimum of

15

below the authorised minimum, the registrar shall not register sliotted share
the order under section 69{(1) of the 1948 Act (registration of capital of
order of reduction of capital) unless the court ofherwise directs public

or the company is first re-registered as a private company.

(2) A court making any such order in respect of a company
may authorise the company to be reregistered as a private
company under section 10 above without its having passed a
special resolution and, wbere the court so authorises a company,
the court shall specify in the order the alterations in the com-
pany’s memorandum and articles to be made in connection with
that re-registration.

(3) In its application to a company that applies to be re-
registered as a private company in pursuance of an authority
given under subsection (2) above, section 10 above shall bave
effect with the following modifications—

(a} references to the special resolution of the company shall
have effect as references to the order of the court under
that subsection ;

(b} section 10{1){a), () and {d) and 2) sball not apply; and

{¢} in section 10(3), for the words from “If” to “shall”
there shall be substituted the words “ On receipt of an
application for reregistration under this section made
in pursuance of an order of the court under section
12(2) below, the registrar shall ».

company.
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13.—(1) A joint stock company {within the meaning of
section 383 of the 1948 Act) applying to be registered in
pursuance of Part VIII of that Act as a company limited by
shares may, subject to satisfying the conditions specified in sec-
tion S5{5Ma) and {b) above {(where applicable) and section 6(iMa)
to (@) above, as applied by this section, and to complying with
the requirements of subsection {4} below, apply to be so registered
as a public company.

(2) The said sections 5(5) and 6 shall apply to a joint stock
company applying to register under the said Part VIII as they
apply to a private company applying to be re-registered under
section 5 above, but as if any reference {o the special resolution
mentioned in section 5 were a reference to the resolution men-
tioned in subsection (4)(@ below.

(3) In the following provisions of this section an application
by a company made in pursuance of the said Part VIII to register
as a public company limited by shares is referred to as a relevant
application.

(4) A relevant application shall be made in the form prescribed
for the purpose and shall be delivered to the registrar together
with the following documents (as well as with tbe documents
referred to in section 384 of the 1948 Act), namely-

(@) a copy of the resolution that the company be a public
company ;

(b) a copy of a written statement by a person, who would
be qualified under section 161 of the 1948 Act for
appointment as auditor of the company if it were a
company registered wunder that Act, that in his
opinion a relevamt balance sheet shows that at the
balance sbeet date the amount of the company’s net
assets was not less tban the aggregate of the called-up
share capital of the company and its undistributable
reserves |

{c) a copy of the relevant balance sbeet, together with a
copy of an unqualified report by such a person in
relation to that balance sheet ;

(d) a copy of anmy report prepared under section 5(5){b)
above, as applied by this section ; and

(e} a statutory declaration in tbe prescribed form by a
director or secretary of the company—

(i} tbat the conditions specified in section 5(3Ma)
and (b} above (wbere applicable) and section 6(1Ha
to {d) above bave been satisfied ; and

(ii) tbat, between the balance sheet date referred
to in paragraph (b) above and the relevant applica-
tion, tbere has been no cbange in the financial posi-
tion of the company that has resulted in the amount
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of the company’s net assets becoming less than the Part I
aggregate of its called-up share capital and undistri-
butahle reserves.

(5) The registrar may acgept a declaration under subsection
(4){e) above as sufficient evidence that the conditions referred
to in sub-paragraph (i} of that paragraph have been satisfied.

(6} Where on a relevant application the registrar is satisfied
that the company may be registered as a public company
limited by shares, the certificate of incorporation given by him
under section 390 of the 1948 Act (certificate of registration of
existing company) shall state that the company is a public com-
pany ; and such a statement shall be conclusive evidence that
the reguirements of this section have been complied with and
that the company is a public company so limited.

¢ In this section——

“ relevant balance sheet  means, in relation to a company,
a balance sheet prepared as at a date not more than
seven months before the relevant application ;

“ undistributable reserves” has the same meaning as in
section 40 below ; and
“ unqualified report ” has the same meaning as in section 5
above ;
and section 5(11) above applies to the making in pursuance of
this section of an unqualified report such as is mentioned in that
subsection, as it applies to the making of such a report i pur-
suance of the said section 3.

Part II
Tur CariTAL OF A COMPANY

The issue of share capital

14,—{1} The directors of a company shall not exercise any Authority of
power of the company to aliot relevant securities, unless the compaoy

. . : : : : required for
directors are, in accordance with this section, authorised to do allotment of

0 by— certain
{a) the company in general meeting ; or ?C‘Jl‘:tles by
(b) the articles of the company. irectors.

{2} Authority for the purposes of this section may he given for
a particular exercise of that power or for the exercise of that
power generally, and may be unconditional or subject to condi-
tions.

(3) Any such authority shall state the mazimum amount of
relevant securities that may be alofted thereunder and the date

17
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on which the authority will expire, which shall be not more than
five years from whichever is relevant of the following dates—

{@) in the case of an authority contained at the time of
the original incorporation of the company in the
articles of the company, the date of that incorpora-
tion ; and .

(b) in any other case, the date on which the resolution
is passed by virtue of which that authority is given;

but any such authority (including an authority contained in the
articles of the company) may be previously revoked or varied
by the company in general meeting.

{(4) Any such authority (whether or not it has been previously
renewed under this subsection) may be renewed by the company
in genesal meeting for a further period not exceeding five years ;
but the resolution must state (or restate} the amount of relevant
securities which may be aliotted under the authority or, as the
case may be, the amount remaining to be allotted thereunder,
and must specify the date on which the renewed authority will
expire.

{5) The directors may allot relevant securities, notwithstanding
that any authority for the purposes of this section has expired,
if the relevant securities are allotted in pursuance of an offer or
agreement made by the company before the authority expired
and the authority ailowed it to make an offer or agreement which
would or might require relevant securities to be alotted after
the authority expired.

{(6) A resolution of a company to give, vary., revoke or renew
such an authority may, notwithstanding that it alters the articles
of the company, be an ordinary resolution, but section 143 of the
1948 Act (registration of copies of certain resolutions and agree-
ments) shall apply to it.

{7} Any director who knowingly and wilfully contravenes,
or permits or authorises a contravention of, this section shall
be hable on conviction on indictment to a fine and on summary
conviction to a fine not exceeding the statutory maximum.

{8) Nothing in this section shall affect the validity of any
allotment of relevant securities.

{9) This section does not apply to any allotment of relevant
securities by a company, other than a public company registered
as such on its original incorporation, if it is made in pursuance
of an offer or agreement made before the date on which the
earlier of the following events occurs, that 1s to say, the holding
of the first general meeting of the company after its re-registra-
tion or registration as a public company and the end of the
transitional period ; but any resolution to give, vary or revoke
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an authority for the purposes of this section shall have effect for
those purposes if it is passed at any time after the passing of
this Act.

(1) In this section “ relevant securities ™ means, in relation
{0 a company,—

{m) shares in the company other than shares shown in the
memorandum to have heen taken hy the subscribers
thereto or shares allofted in pursuance of an employees’
share scheme ; and

by any right to subscribe for, or to convert any security
into, shares in the company other than shares so
allotted ;

and any reference to the allotment of relevant securities shall
inclade a reference to the grant of such a right but shall not
include any reference to the allotment of shares pursuant to
such a right.

15.—(1) A private limited company {other than a company
limited by guarantee and not having a share capital) shall he
guilty of an offence if it—

{a)} offers to the puhlic (whether for cash or otherwise} any to be offered

shares in or debentures of the company ; or

(b allots, or agrees to allot, (whether for cash or other-
wise) any shares in or debentures of the company
with a view to all or any of those shares or debentures
heing offered for sale to the public.

(2) Sections 45(2) of the 1948 Act (circumstances in which it
is presumed that an alloiment or agreement to allot shares or
debentures was made with a view to their being offered to the
public) and 55 of that Act (construction of references to offering
shares or debentures to the public) shall apply for the purposes
of this section as they apply for the purposes of that Act.

{3) A company guilty of an offence under subsection (1) above
and any officer of the company who is in default shall be liable
on conviction on indictment to a fine and on summary convic-
tion to a fine not exceeding the statutory maximum.

{4) Nothing in this section shall affect the validity of any allot-
ment or sale of shares or debentures or of any agreement to
allot or sell shares or debentures.

(5) This section shall not apply during the transitional period
to an old puhlic company, but after the end of that period shall
apply to such a company as if it were a private company such as
is mentioned in subsection (1) ahove.

PanT I

Shares and
debentures
of private
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16.—(1) Witbout prejudice to section 47 of the 1948 Ac
{prohibition of allotment unless minimum subscription received.
no allotment shall he made of any share capital of a publi
company offered for subscription unless—

(@) that capital is subscribed for in full; or

{b) the offer states that, even if the capital is not subscribe:
for in fuil, the amount of that capital subscribed fo
may be allotted in any event or in the event of th
conditions specified in the offer being satisfied ;

and, where conditions are so specified, no allotment of th
capital shall be made by virtue of paragraph () above unles
those conditions are satisfied.

{2} Section 47(4) {repayment of money paid by applicants
and section 49 f{effect of irregular aflotment) of the 1948 Ac
shall apply where shares are prohibited from being allotted by sub
section (1) above as they apply where the conditions mentione(
in subsection (1) of the said section 47 are not complied with
and subsection (9 of the said section 47 (prohibition on waive;
of compliance with requirements of that section) shall apply
this section as it applies to that section.

(3} The provisions of this section shall apply in the case of
shares offered as wholly or partly payable otherwise than ir
cash as they apply in the case of shares offered for subscription
and-—

(@ in subsection (1} above, the word * subscribed * shal
be construed accordingly: and

(h) in the said section 47(4), as it applies by virtue of
subsection (2) above to the former case, references tc
the repayment of money received from applicants for
shares shall include references to the return of any othex
consideration so received {including, if the case so re
quires, the release of the applicant from any under
taking} or, if it is not reasonably practicable to return
the consideration, the payment of money equal to the
value of the consideration at the time it was so received,
and references to interest shall have effect accordingly.

Pre-emption rights

17.—(1} Subject to the following provisions of this section
and sections 18 and 19 below, a company proposing to allot any
equity securities—

(@ shall not allot any of those securities on any terms to
any person unless it has made an offer to each person
who holds relevant shares or relevant employee shares
to allot to him on the same or more favourable terms a
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proportion of those securities which is as nearly as prac-
ticable equal to the proportion in pominal value held by
him of the aggregate of relevant shares and relevant
employee shares; and

{b) shall not allot any of those securities to any person
unless the period during which any such offer may he
accepted has expired or the company has received
notice of the acceptance or refusal of every offer so
made.

(2) Subsection (3) below applies to any provision of the memo-
randum or articles of a company which requires the company,
when proposing to allot equity securities consisting of relevant
shares of any particular class, not to allot those securities on any
terms unless it has complied with the condition that it makes such
an offer as is described in subsection (1) above to each person
who holds relevant shares or relevant employee shares of that
class.

(3) I, in accordance with a provision to which this subsection
applies——
{a) a company makes an offer to allot any securities to such
a bolder, and

(b} he or anyone in whose favour he has renounced his right
to their allotment accepts the offer,

subsection (I} above shall not apply to the allotment of those
securities and the company may aliot them accordingly ; but this
subsection is without prejudice to the application of subsection
(1) above in any other case.

(4} Subsection (1) above shall not apply in relation to a particu-
lar allotment of equity securities if the securities are, or are to be,
wholly or partly paid up otherwise than in cash, and securities
which & company has offered to allot to a holder of relevant
shares or relevant employee shares may be allotted to him or
anyone in whose favour he has renounced his right to their allot
ment without contravening subsection {(I}b) above.

{5) Subsection (1) ahove shall not apply in relation to the
allotment of any securities which would apart from a renunciation
or assignment of the right to their allotment be held ynder an
employees’ share scheme.

(6) An offer which is required by subsection (1) above or by
any provision to which subsection {3) above applies to be made
to any person shall be made by serving it on him in the manner
in which notices are authorised to be given by regulations 131,
132 and 133 of Table A ; but where he is the holder of a share
warrant or, if the company had adopted {(without modification)
regulation 134 of Table A, he would not be entitled to receive

Paxrt Il
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notices of general meetings, the offer may instead be made by
causing the offer, or a notice specifying where a copy of the offer
can be obtained or inspected, to be published in the Gazette.

(7 Any such offer as is mentioned in subsection (6) above
must state a period of not less than 21 days during whichk the
offer may be accepted ;: and the offer shall not be withdrawn
before the end of that period.

(8) Subsections (&) and (7} above shall not invalidate a pro-
vision to which subsection (3) above applies by reason that that
provision requires or authorises an offer thereunder to be made
in contravention of one or both of those subsections, but, to the
extent that the provision requires or authorises such an offer to
be so made, it shall be of no effect.

(9) Subsection (1), (6} or (7) above may, in its application in
relation to allotments by a private company of equity securities
or to such allotments of a particular description, be excluded by
a provision contained in the memorandum or arficles of that
company ; and a requirement or authority contained in the memo-
randum or articles of a private company shall, if it is incon-
sistent with any of those subsections, have effect as a provision
excluding that subsection, but a provision to which subsection (3}
above applies shall not be treated as being inconsistent with sub-
section (1) above.

(10} Where there is a contravention of sutbsection (1), (6} or (7}
above or of a provision to which subsection (3) above applies,
the company, and every officer of the company who knowingly
authorised or permitted the contravention, shall be jointly and
severally liable to compensate any person to whom an offer
should have been made uynder the subsection or provision contra-
vened for any loss, damage, costs or expenses which that person
has sustained or incurred by reason of the contfravention ; but ne
proceedings to recover any such loss, damage, costs or expenses
shall be commenced after the expiration of two years from the
delivery to the registrar of companies of the return of allotments
in question or, where equity securities other than shares are
granted, from the date of the grant,

(11) Tn this section and sections 18 and 19 below—

“equity security ™, in relation fto a company, means a
relevant share in the company (other than a share
shown in the memorandum to have been taken by a
subscriber thereto or a honus share) or a right to sub-
scribe for, or to convert any securities info, relevant
shares in the company, and references to the allot-
ment of equity securities or of equity securities consist-
ing of relevant shares of a particular class shall include
references to the grant of a right to subscribe for, or to
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convert any securities into, relevant shares 1n the com-  Parr Qi
pany or, as the case may be, relevant shares of a
particular class, but shali not include references o the
aliotment of any relevant shares pursuant to such a
right ;

“ relevant employee shares”, in relation to a company,
means shares of the company which would be relevant
shares in the company but for the fact that they are
held under an employees’ share scheme | and

“ relevant shares ”, in relation to a company, means shares
in the company other than—

(@} shares which as respects dividends and capital
carry a night to participate only up to a specified
amount in a distribution ; and

(b) shares held, or to be held, under an employees’
share scheme ;

and any reference to a class of shares shall be construed as
a reference to shares to which the same rights are attached
as to voting and as to participation, both as respecis divi-
dends and as respects capital, in a distribution.

(12) This section s without prejudice fo any enactment by
virtue of which a company is prohibited (whether generally or
in specified circumstances} from offering or allotting equity
securities to any person ; and, where a company cannot by virtue
of any such enzctment offer or allot equity securities to a holder
of relevant shares or relevant employee shares, this section shall
have effect as if the shares heid by that holder were not relevant
shares or relevant employee shares.

18.-—(1) Where the directors of a company are generally Disapplica-
authorised for the purposes of section 14 above, they may be tionof
given power by the articles or by a special resolution of the P.r%ffmmm
company to allof equity securities pursuant to that authority Fghts.
as if-—

(@) section 17{1) above did not apply to the allotment; or
(b) that subsection applied to the allotment with such
modifications as the directors may determine ;

and where the directors make an aliotment under this subsecticn,
the said section 17 shall have effect accordingly.

{2y Where the directors of a company are authorised for the
purpeses of section 14 above (whether generally or otherwisel,
the company may by special resolution resolve either—

(e} that section 17(1) above shall not apply to a specified

ajlotment of equity securities to be made pursuant to
that authority ; or
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(b) that that subsection shall apply to the allotment with
such modifications as may be specified in the reso-
Jution ;
and where such a resolution is passed the said section 17 shall
have effect accordingly.

(3) A power conferred by virtue of subsection (1) above or
a special resolution under subsection (2) above shall cease to
have effect when the authority to which it relates is revoked or
would, if not renewed, expire, but if that authority is renewed,
the power or, as the case may be, the resolution may also be
renewed, for a period not longer than that for which the authority
is renewed, by a special resolution of the company.

{(4) Notwithstanding that any such power or resolution has
expired, the directors may allot equity securities in pursuance of
an offer or agreement previously made by the company, if the
power or resofution enabled the company to make an offer or
agreement which would or might require equity securities to be
allotted after it expired.

(5 A special resolution under subsection {(2) above, or a
special resolution to renew such a resolution, shall not be
proposed unless it is recommended by the directors and there
has been circulated, with the notice of the meeting at which the
resolution is proposed, to the members entitled to have that
notice a written statement by the directors setting out—

{a) their reasons for making the recommendation;

{(b) the amount to be paid to the company in respect of
the equity securities to be allotted ; and

{c) the directors’ justification of that amount.

(6) A person who knowingly or recklessly authorises or
permits the inclusion in a statement circulated under subsection
{5} above of any matter which is misleading, false or deceptive
in a material particular shall be liable—

{@ on conviction on indictment to imprisonment for a
ferm not exceeding two years or a fine, or both; and

(b) on summary conviction, to imprisonment for a term
not exceeding six months or a fine not exceeding the
statutory maximum, or both.

19.—(1) Sections 17 and 18 above shall not apply—

{a) to any allotment of equity securities made by a com-
pany, other than a public company registered as such
on its original incorporation, before the date on which
the earlier of the following events occurs, that is to say,
the holding of the first general meeting of the company




Companies Act 1980 c. 22

after its reregistration or registration as a public com-  Parr If
pany and the end of the transitional period ; or

(b) where subsection (2) below applies, to an allotment of
the equity securities which are subject to the require-
ment mentioned in tbat subsection.

{2) This subsection applies where any company which is re-
registered or registered as a public company is or, but for the
provisions of this Act, would be subject at the time of re-
registration or, as the case may be, registration to a requirement
imposed {(whether by the company’s memorandum or articles or
otherwise) before the refevant time by virtue of which it must,
when making an ailotment of equity securities, make an offer to
allot those securities or some of them in a manner which {(other-
wise than by virtue of its involving a contravention of section
176} or (7) above) is inconsistent with section 17 above.

(3} Any requirement which—

(@ 1s imposed on a private company before the relevant
time otherwise than by the company’s memorandum
or articles ; and

(5 if contained in the memorandum or articles of the
company, would have effect by virtue of section 17(9)
above to the exclusion of any provision of that section,

shall have effect, so long as the company remains a private
company, as if it were contained in the memorandum or articles
of the company.

(4} If at the relevant time a company, other than a public
company registered as such on its original incorporation, is sub-
iect to a requirement such as is mentioned in section 17¢2) above
and which was imposed otherwise than by tbe company’s
memorandum or articles, tbe requirement shall be treated for the
purposes of that section as if it were contained in tbe company’s
memorandum or articles.

(3) In this section “ the relevant fime ” means—

(@ except in a case falling within paragraph (&) below,
the end of tbe transitional period ; and

() in the case of a company whicb is reregistered or
registered as a public company in pursuance of an
application made before the end of that period, the
time at which the application is made.

Payment for share capital

20.—(1) Subject to the following provisions of this Part of this Subscription
Act, shares allotted by any company and any premium payable of share
on them may be paid up in money or money’s worth (inclading capital.
goodwill and know-how).
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(2) A public company shall not accept at any time in payment
up of its shares or any premium on them, an undertaking given
by any person that he or another should do work or perform
services for the company or any other person.

(3) Where a public company accepts such an undertaking in
payment up of its shares or any premium payable on them, the
holder of the shares when they or the premium are treated as
paid up, in whole or in part, hy the undertaking-

(a} shall be liable to pay the company in respect of those
shares an amount equal to their nominal value, together
with the whole of any premium or, if the case so
requires, such proportion of that amount as is treated
as paid up by the undertaking ; and

(b} shall be liable to pay interest at the appropriate rate
on the amount payable under paragraph {a) above.

{4} Where any person becomes a holder of any shares in re-
spect of which—

{a) there has been a contravention of this section ; and

(b} by virtue of that contravention, another is liable to pay
any amount under this section,

that person also shall be liable to pay that amount {jointly and
severally with any other person so liable) unless either he is a
purchaser for value and, at the time of the purchase, he did not
bave actual notice of the contravention or he derived title to the
shares {directly or indirectly) from a person who became a holder
of them after the contravention and was not so Hable.

{5} Subsection {1) above shall not prevent a company from
allotting bonus shares in the company to its members or from
paying up, with sums available for the purpose, any amounts
for the time being unpaid on any of its shares (whether on ac-
count of the nominal value of the shares or by way of premium).

{6) References in this section to a holder, in relation to any
shares in a company, include references to any person who has
an unconditional right to be included in the company’s register
of members in respect of those shares or to have an instrument of
transfer of the shares executed in his favour.

21.—(1) Subject to subsection {4) below and without prejudice
to any right to allot shares at a discount under section 37 of the
1948 Act which is saved by section i6 of the Interpretation
Act 1978, the shares of a company shall not be allotted at a
discount.

(2} Where shares are allotted in contravention of subsection
(1) above, those shares shall be treated as paid up by the payment
to the company of the amount of the nominal value of th¢ shares
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less the amount of the discount, but the allottee shall be liable
to pay the company the latter amount and shall be liable to pay
interest thereon at the appropriate rate.

(3) Subsection (4) of section 20 above shall apply for the pur-
poses of this section as it applies for the purposes of that.

(4} Accordingly, section 57 of the 1948 Act (which authorises
shares to be so issued in defined circumstances) shall cease to
have effect, but the repeal of thai section shall not affect an
application for an order sanctioning the issue of shares at a
discount which has been made to the court under that section
and has not been disposed of before the appointed day, or an
order made on or after that day in pursuance of any such
application, and—

(@) any such application may be proceeded with and any
such order, if not made hefore that day, may be made
as if that section had not heen repealed ; and

{b) shares may be allotted at a discount in accordance with
any such order {whether made before, on or after that
day) accordingly.

shai] not allot a share except as paid up at least as to one-
quarter of the nominal value of the share and the whole of
any premium on it.

(2) Where a public company allots a share in contravention of
subsection (1) above, the share shall be treated as if one-quarter
of its nominal value together with the whole of any premium
had been received, but the allottee shali be liable to pay the
company the minimum amount which should have been
received in respect of the share under that subsection less the
value of any consideration actually applied in payment up
{to any extent) of the share and any premium on it, and inferest
at the appropriate rate on the amount payable under the fore-
going provision.

(3) Subsection (2) above shall not apply in relation to the
altlotment of a bonus share in contravention of subsection (1)
above unless the allottee knew or ought to have known the
share was so allotted.

(4} Subsections (1) to (3 above shall not apply to shares
allotted in pursuance of an employees’ share scheme.

(5) Subsection {4) of section 20 above shall apply for the pur-
poses of this section as it applies for the purposes of that.

Parr il
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on them) otherwise than in cash if the consideration for the allot-
ment is or includes an undertaking which is to be or may be
performed more than five yvears after the date of the allotment.

(2} Where a puhlic company allots shares in contravention of
subsection (1} above, the allottee of the shares shall be liable to
pay the company an amount equal to their nominal value,
together with the whole of any premium, or, H the case so
requires, such proportion of that amount as is treated as paid
up by the undertaking and shall be liable to pay interest at the
appropriate rate on.the amount payable under the foregoing
provision.

(3) Where a contract for the allotment of shares does not
contravene subsection (1) above, any variation of the contract
which has the effect that the contract would have contravened
that suhsection if the terms of the contract as varied had been
its orginal terms shall be void.

{(4) Subsection (3) above shall apply to the variation hy a
public company of the terms of a contract entered into hefore
the company was re-registered as a public company.

(5} Where a public company allots shares for a consideration
which consists of or includes (in accordance with subsection (1)
above) an undertaking which is to be performed within five years
of the allotment but that undertaking is not performed within
the period allowed by the contract for the allotment of the
shares, the allottee of the shares in guestion shall be liable to pay
the company at the end of that period an amount equal to the
nominal value of the shares, together with the whole of any
premium, or, if the case so requires, such proportion of that
amount as is treated as paid up by the undertaking, together with
interest at the appropriate rate on the amount payable under the
foregoing provision.

{6) Subsection {4} of section 20 above shall apply in relation
10 2 contravention of this section and to a failure to carry out a
term of a contract as mentioned in subsection (5) above as it
applies in relation to a contravention of that section.

(7} Any reference in this section to a contract for the aliot-
ment of shares includes a reference to an ancillary contract
relating to payment in respect of those shares.

24.—(1) Subject to subsection (2} below, a2 public company
shall not allot shares as fully or partly paid up {(as fo their
nominal value or any premium payable on them) otherwise than
in cash unless.m

(@) the consideration for the allotment has heen valued
in accordance with the following provisions of this
section ;
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(b} a yeport with respect to ifs value has heen made {o the
company by a person appointed hy the company in
accordance with those provisions during the six months
imglediateiy preceding the allotment of the shares;
an

{) a copy of the report has been sent to the proposed
aliottee of the shares.

(2) Subsection (1) ahove shall not apply to the allotment of
shares by a company in connection with-

(@) an offer made by the company to all the holders of the
shares in another company to acquire all or some of
those shares or to all holders of a particular class of
those shares to acquire all or some of the shares of that
class; or

(5 a proposed merger of that company with another com-
pany.

(3) In determining for the purposes of suhsection (2) ahove
whether an offer is so made hy a company (in this suhsection
referred to as the * offeror company "), shares held hy or hy a
nominee of the offeror company in the other company or held
in the other company by or by a nominee of a company which
is the offeror company’s holding company or its subsidiary or
a company which is a suhsidiary of its holding company shall
be disregarded ; and for those purposes there is a proposed
merger of two companies when one of them proposes to acquire
all the assets and liabilities of the other in exchange for the issue
of shares in that one to shareholders of the other, with or without
any cash payment to those shareholders.

{(4) The valuation and report required by subsection (1) above
shail he made by an independent person, that is to say, a person
gualified at the time of the report to be appointed or continue
to be auditor of the company. except that where it appears to
him to be reasonahle for the valuation of the consideration, or
a valuation of part of the consideration, to be made, or to accept
such a valuation made, hy any person who—

{a) appears to him to have the requisite knowledge and
experience to value the consideration or that part of the
consideration ; and

(b} is not an officer or servant of the company or any other
body corporate which is that company’s subsidiary or
holding company or a subsidiary of that company’s
holding company or a partner or employee of such an
officer or servant ;

he may arrange for or accept such a valuation, together with
a report which will enable him to make his own report under

B
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that subsection and provide a note in accordance with sub-
section {7} below.

(3) The independent person’s report under subsection (1) above
shall state—

{a@) the nominal value of the shares to be wholly or partly
paid for by the consideration in question ;

(b} the amount of any premium payable on those shares ;

(¢ the description of the consideration and, as respects so
much of the consideration as he himself has valued, a
description of that part of the consideration, the method
used to value it and the date of the valuation;

(d) the extent to which the nominal value of the shares
and any premium are to be treated as paid up—

i) by the consideration ;
{ii) in cash.

{6) Where any consideration is valued under this section by
a person other than the independent person, the latter’s repori
under subsection (1) above shall state that fact and shall also—

() state the former’s name and what knowledge and
experience he has to carry out the valuation ; and

{h) describe so much of the consideration as was valued by
that other person, the method used to value it, and
state the date of valuation.

(7} The report of the independent person made under sub
section (1) above shall contain or be accompanied by a note by
him—

(&) in the case of a valuation made by another person, that
it appeared to the independent person reasonable tc
arrange for it to be so made or fo accept a valuatior
so made ;

(h) whoever made the valuation, that the method of valua
fion was reasonable in all the circumstances ;

{c) that it appears to the independent person that there
has been no material change in the value of the con
sideration in guestion since the valuation ; and

{d) that on the basis of the valuation the value of the con:
sideration, together with any cash by which the nomina’
value of the shares or any premium payable on them i
to be paid up, is not less than so much of the aggregate
of the nominal value and the whole of any such pre
mium as is treated as paid up by the consideration and
any such cash.
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(8} Subsection (9 below applies wbere a public company allots
any share in contravention of subsection (1) above and eitber—

{a) the allottee has not received a report under this section ;
or

{b) there has been some other contravention of this section
and the allottee knew or ought to have known that it
amounted to a coniravention.

(9) Wheze this subsection applies, the allottee shall be liable
to pay tbe company an amount equal to the nominal value of
the shares, together with the whole of any premium or, if the case
$0 requires, such proportion of that amount as is treated as paid
up by the consideration, and shall be liable o pay interest at the
appropriate rate on the amount payable under the foregoing
provision.

(10 Subsection {4) of section 20 above shall apply for the pus-
poses of this section as it applies for the purposes of that.

(11) Where the consideration is accepted partly in payment up
of the nominal value of the shares and any premium and partly
for some other consideration given by the company, the fore-
going provisions of this section shali apply as if references to the
consideration accepted by the company included references to
the propostion of that consideration wbich is properly attribut-
able to the payment up of that value and any premium ; and

{a) the independent person shall carry out or arrange for
such other valuations as will enable him to determine
that proportion ; and _

(b} his report under subsection (1) above sball state what
valuations have been made by virtue of this subsection
and also the reason for and method and date of any
such valuation and any other matters which may be
relevant to that determination.

(12) In this section—

(&) any reference to a company, except where it is or is to
be construed as a reference to a public company, in-
cludes a reference to any body corporate and any bedy
to which letters patent have been issued under the
Chartered Companies Act 1837 ; and

(b} any reference to an officer or servant shall not include
a reference to an auditor.

Part II

1837 c. 73.

25.—(1) Any person carrying out a valuation or making a Experts’
report under section 24 above with respect to any consideration reports:
proposed to be accepted or given by a company shall be entitled SuPPle-

to require from the officers of the company such information
B2

mentary,
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and explanation as he thinks necessary to enahle him to carry
out the valuation or to make the report and provide a note
under that section.

2} A company to which such a report is made as to the
value of any comsideration for which, or partly for which, it
proposes to allot shares shall deliver a copy of the report to
the registrar of companies for registration at the same time that
it files the return of the allotments of those shares under section
52 of the 1948 Act, and suhsection (3) of that section {default}
shall apply to a default in complying with this subsection as it
applies to a default in complying with that section.

(3} Any person who knowingly or recklessly makes a statement
whiche—
(@) is misleading, false or deceptive in a material particular,
and

(b} is a statement fo which this subsection applies,
shall he guilty of an offence.

(4) Suhsection (3) above applies to any statement made
(whether orally or in writing) to any person carrying out a valu-
ation or making a report under section 24 ahove, being a state-
ment which conveys or purports to convey any information or
explanation which that person requires, or is entitled to require,
under subsection (1) ahove.

(5) A person guilty of an offence under this section shall he
lizhle—

{a) on conviction on indictment, to imprisonment for a
term not exceeding two years or a fine, or both;

(b on summary conviction, to imprisonment for a term not
exceeding six months or a fine not exceeding the
statutory maximum, or hoth.

26.-—(1) A puhlic company, other than a company re-
registered under section 8 azhove, shall not, unless the conditions
mentioned in suhsection (3) below have been complied with,
enter into an agreement with a relevant person for the transfer
hy him during the initial period of one or more non-cash assets
to the company or another for a consideration to be given by
the company equal in value at the time of the agreement to at
least one-tenth of the nominal value of the company’s share
capital issued at that time.

(2} In this section-~—
(@) in relation to a company formed as a puhlic company,
* relevant person ™ means any subscriber to the memo-
randum of the company and “initial period ” means
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the period of two years beginning with the date on
which the company is issued with a certificate under
section 4 above that it is entitled to do business ;

(b} in relation to a company re-registered, or registered in
accordance with section 13 ahove, as a public com-
pany, “ relevant person ™ means any person who was
a member of the company on the date of the re-
registration or registration and * initial period  means
the period of two years beginning with that date;

and in this subsection the reference to a company re-registered
as a public company includes a reference to a private company
so re-registered which was a puhlic company before it was a
private company.

{3) The conditions referred to in suhsection (1) above are
that—

{@ the copsideration to be received by the company {that
is to say, the assef to be transferred to the company
or the advantage to the company of its transfer to
another person) and any consideration other than
cash to be given by the company have heen valued
under the following provisions of this section (without
prejudice to any requirement to value any considera-
tion under section 24 above) ;

(by a report with respect to the consideration to be so
received and given has been made to the company in
accordance with those provisions during the six moaths
immediately preceding the date of the agreement;

(¢} the terms of the agreement have been approved hy an
ordinary resolution of the company; and

() not later than the giving of the notice of the meeting at
which the resolution is proposed, copies of the resolu-
tion and report have been circulated to the members
of the company entifled to receive that notice and, if
the relevant person is not then such a member, to that
person.

{(4) Subsection (1) above shall not apply to the following agree-
ments for the transfer of an asset for a consideration to he given
by the company, that is to say—

{(a} where it is part of the ordinary business of the company
to acquire or arrange for other persons to acquire as-
sets of a particular description, an agreement entered
into hy the company in the ordinary course of its
business for the transfer of an asset of that description
to it or such a person, as the case may he; or

(b an agreement entered into by the company under the
supervision of the court, or an officer authorised by

B3
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the court for the purpose, for the transfer of an asset to
the company or to another.

(5) Section 24(4} and (6) above shall apply to a valuation and
report of any consideration under this section as those subsections
apply to a valuation of and report on any consideration under
suhsection (1) of that section.

{6) The report of the independent person under this section
shall-
(@) state the consideration to he received by the company,
describing the asset in question, specifying the amount
10 be received in cash, and the consideration to be given
by the company, specifying the amount to be given in
cash ;
(b} state the method and date of valuation ;

{¢) contain or be accompanied by a note as to the matters
mentioned in section 24(7){g)} to () ahove ; and

{d) contain or be accompanied by a note that on the hasis of
the valuation the value of the consideration to be
received by the company is not less than the value of
the consideration to be given by it.

(1) If a puhlic company enters into an agreement with any
relevant person in contravention of subsection (1) above and
either he has not received a report under this section or there
has been some other contravention of this section or section 24(4)
or {6} above which he knew or ought to have known amounted
to a contravention, then, subject to subsection (8) below-—

{a) the company shall he entitled to recover from the rele-
vani person any consideration given by the company
under the agreement or an amount equivalent to its
value at the time of the agreement ; and

(b) the agreement, so far as not carried out, shaill be veid.

{8) Where a company enters into an agreement in contraven-
tion of subsection (1) above and that agreement is or includes
an agreement for the allotment of shares in that company, then,
whether or not the agreement also contravenes section 24
above-m

(@ subsection (7) above shall not apply to the agreement in
so far as it is an agreement for the allotment of shares ;
and

(b) subsection {4) of section 20 and subsection (9) of section
24 above shall apply in relation to the shares as if they
had been allotted in coniraveniion of seciion 24.
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27.(1) Any person carryving out a valuation or making a  Parr 1l
report under section 26 above shall be entitled to require from provisions
the officers of the company such information and explanation as supplementary
he thinks necessary to emable him to carry out the valuation or to s 26.
make the report and provide the note reguired by that section ;
and subsections (3) and (5) of section 25 above shall apply in rela-
tion to any such valuation and report as they apply in relation to
a valuation and report under section 24¢1) above with the sub-
stitution of a reference to this subsection for the reference in
section 25{4) to section 25{1).

(2} A company which has passed a resolution under section
26 above with respect to the transfer of an asset shall, within 15
days of the passing of the resolution, deliver to the registrar of
companies a copy of the resolution together with the report
required by that section and, if it fails to do so, the company
and every officer of the company who is in default shall be liable
on summary conviction to a fine not exceeding one-fifth of the
statutory maximum or, on conviction after continued contraven-
tion, a default fine not exceeding oneifticth of the statutory
maximum for every day until the resolution is so delivered.

{3) Any reference in section 26 above or this section to
consideration given for the transfer of an asset includes a refer-
ence to consideration given partly for its transfer ; but—

(@) the value of any consideration partly so given shall be
taken to be the proportion of that consideration
properly attributable to its transfer ;

{5) tbe independent person shall carry out or arrange for
such valuations of anything else as will enable him to
determine that proportion ; and

{c) his report under that section shall state what valuation
bas been made by virtue of this paragraph and also the
reason for and method and date of any such valuation
and any other matters which may be relevant to that
determination.

28.—(1) Wbere any person is liable to a company under Relief.
section 20, 23, 24 or 26 above in relation to payment in respect
of any shares in the company or is Liable by virtue of any undes-
taking given to the company in, or in connection with, payment
for any such shares, the person so liable may make an applica-
tion to the court under the subsection to be exempted in
whole or in part from that Liability.

(2} Where the Hability mentioned in subsection (1) above
arises under any of those sections in relation to payment in

B4
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respect of any shares the court may, on an application under
that subsection, exempt the applicant from that liability only—

(@) if and to the extent that it appears to the court just
and equitahle t> do so having regard to the following,
namely-——

{1} whether the applicant has paid, or is liable to
pay, any amount in respect of any other liability
arising in relation to those shares under any of those
sections or of any liability arising by virtue of any
undertaking given in or in connection with payment
for those shares ;

(i} whether any person other than the applicant
has paid or is likely to pay (whether in pursuance
of an order of the court or otherwise}) amy such
amount ; and

(iii} whether the applicant or any other person
has performed, in whole or in part, or is likely so
to perform any such undertaking or has done or is
likely to do any other thing in payment or part
payment in respect of those shares ;

(5 if and to the extent that it appears to the court just
and equitable to do so in respect of any interest
which he is liable to pay to the company under any
of those sections.

{3) Where the liahility mentioned in subsection (1) ahove
arises hy virtue of an undertaking given to.the company in,
or in connection with, payment for any shares in the company,
the court may, on an application under that subsection, exempt
the applicant from that liahility only if and to the extent that
it appears to the court just and equitahle to do so having regard
to the following, namely-—

(@) whether the applicant has paid or is liable to pay any
amount in respect of any Hability arising in relation to
those shares under section 20, 23, 24 or 26 above;
and

{b} whether any person other than the applicant has paic
or is likely to pay {(whether in pursuance of an order
of the court or otherwise) any such amount.

4) In determining in pursuance of an application under
subsection (1) above whether it should exempt the applicant
in whole or in part from any liability, the court <hall have
regard to the following overriding principles, namely-—

() that a company which has allotted shares should

receive money or money’s worth at lesast equal in
value to the aggregate of the nominal value of those
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shares and the whole of any premium or, if the case so
requires, so much of that aggregate as is treated as
paid up; and

{b) subject to paragraph (g} above, that where such a com-
pany would, if the cowrt did not grant that exemp-
tion, have more than one remedy against a particular
person, it should be for the company to decide which
remedy it should remain entitled to pursue.

(5) Where a person brings any proceedings against another
{“the contributor ™) for a contribution in respect of any
Liability to a company arising under any of sections 20 to 24
and 26 above and it appears to the court that the contributor
is lable to make such a contribution, the court, may, if and
to the extent that it appears to the courst, having regard to the
respective culpability in respect of the lability to the company
of the contributor and the person bringing the proceedings,
that it is just and equitable to do so—

(@) exempt the contributor in whole or in part from his
liability to make such a contribution ; or

{b) order the contributor to make a larger contribution
than, but for this subsection, he would be liable to
make.

(6} Where a person is Hable to a company by virtue of section
26(N{a) above, the court may, on an application under this
subsection, exempt that person in whole or in part from that
habiiity if and to the extent that it appears to the court just
and equitable to do so having regard to any bensfit accruing
to the company by virtue of anything done by that person
towards the carrying out of the agreement mentioned in that
suhsection.

Parr 11

29. Any shares taken hy a subscriber to the memoran- Special
dum of a public company in pursuance of an undertaking of his Provisions as

in the memorandum and any premium on the shares shall be
paid up in cash.
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of sections 20 to 24, 26 and 29 above, the company and any ofss.20to

officer of the company who is in default shall be liahle on
conviction on indictment to a fine and on summary con-
viction to a fine not exceeding the statutory maximum.

{2) Subiect to section 28 above, an undertaking given by any
person, in of in connection with payment for shares in a com-
pany, to do work or perform services or to do any other thing
shall, if it is enforceable by the company apart from this Act,

29 above.

37
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be so enforceable notwitbstanding that there bas been a con
fravention in relation thereto of section 20, 23, or 24 above, anc
where such an undertaking is given in contravention of sectior
26 above in respect of the allotment of any shares it shall be sc
enforceable notwitbstanding that contravention.

31,—(1) Subject to subsection (2} below, sections 20, 22 to 25
and 28 to 30 above shall apply——

(@) to a company whicb has passed and not revoked &
special resplution to be reregistered under section
above ;

(5 to a company whose directors have passed and nof
revoked a resolution fo be re-registered under section §
above ; and

{c} to a joint stock company (within the meaning of section
383 of the 1948 Act) which has passed and pot revoked
a resolution that the company be a public company ;

as those sections apply to a public company.

(2) Sections 20 and 22 to 24 above shall not apply to the
allotment of shares by a company, other tban a public company
registered as such on its original incorporation, where the con
tract for their allotment was entered into—

{@ except in a case falling within paragraph (6} below,
before the end of the transitional period ;

() in the case of a company re-registered or registered as
a public company in pursuance of a resolution of any
description mentioned in subsection (1) above tbat it
passed before tbe end of that period, before the date
on wbich that resolution is passed.

Class rights

32,—(1} This section sball bave effect with respect to the
variation of the rigbts attached to any class of shares in 2
company whose share capital is divided into shares of different
classes.

{2) Where the rigbts are attached to a class of shares in the
company otherwise than by the memorandum, and the articles
of the company do not confain provision with respect to the
variation of the rights, those rights may be varied if, but only
)

(a) the holders of three-quarters in nominal value of the
issued shares of that class consent in writing to the
variation ; or
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(I an exirsordinary resolution passed at a separate general
meeting of the holders of that class sanctions the
variation ;

and any requirement (howsoever imposed) in relation to the
variation of those rights is complied with to the extent that it is
not comprised in paragraphs (¢) and (») above.

{3} Where—

{w the rights are attached to a class of shares in the com-
pany by the memorandum or otherwise ;

(b) the memorandum or articles confain provision for the
variation of those rights ; and

(¢) the variation of those rights is connected with the giving,
variation, revocation or renewal of an authority for the
purposes of section 14 above or with a reduction of
the company’s share capital under section 66 of the
1948 Act {reduction of share capital),

those rights shall not be varied unless—

(i} the condition mentioned in subsection (2)(a) or (b) above
is satisfied ; and

{ii) any requirement of the memorandum or articles in
relation to the variation of rights of that class is com-
plied with to the extent that it is not comprised in the
condition in paragraph (i) above.

{4) Where the rights are atfached to a ¢lass of shares in the
company by the memorandum or otherwise and--

(@) where they are so attached by the memorandum, the
articles contain provision with respect to their varia-
tion which had been included in the articles at the time
of the company’s original incorporation ; or

() where they are so attached otherwise, the articles con-
tain such provision (whenever first so included ,

and in either case the variafion is not connected as mentioned
in subsection (3)(c) above, those rights may only be varied in
accordance with that provision of the articles.

(5} Where the rights are attached to a class of shares in the
company by the memorandum and the memorandum and
articles do not confain provision with respect fo the variation
of the rights, those rights may be varied if all the members of
the company agree to the variation.

{0y The provisions of section 133 (length of notice for calling
meetings), section 134 {general provisions as to meetings and
votes) and section 140 (circulation of members’ resolutions) of
the 1948 Act and the provisions of the articles relating to general
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meetings shall, so far as applicable, apply in relation to an
meeting of shareholders required by this section or otherwis
to take place in connection with the variation of the righ
attached to a class of shares, and shall so apply with th
neccs?ary modifications and subject to the following provision:
pamely-—

{a) the necessary quorum at any such meeting other tha
an adjourned meeting shall be two persens holding ¢
representing hy proxy at least one-third in nomine
value of the issued shares of the class in guestion an
at an adjourned meeting one person holding shares ¢
the class in question or his proxy ;

{b) any holder of shares of the class in question presen
in person or hy proxy may demand a poll.

(7)  Any alteration of a provision contained in the article
of a company for the variation of the rights attached to :
class of shares or the insertion of any such provision into i
company’s articles shall itself be treated as a variation of thos

rights.

(8) Section 72 of the 1948 Act (right of holders of minority o
shares of special class to object to variation of rights) shall appl
in relation to subsection (2) ahove as it applies in relatio:
to a provision of the memorandum or articles of a company &
the like effect.

® In this section and, except where the context otherwis:
requires, in any provision for the variation of the rights attachec
to a class of shares confained in a company’s memorandum o;
articles references to the variation of those rights shall include
references to their abrogation.

{10) Nothing in suhsections {2} to (5) above shall be construec
as derogating from the powers of the court under section 1}
above or 75 below or any of the following sections of the 194!
Act, that is to say, 5 (alteration of company’s objects), 206 {powe
to compromise with creditors and members} and 208 (provision:
for facilitating reconstruction and amalgamation of companies)

(11) This section shall not apply in relation to any variatior
made by a company, other than a public company registerec
as such on its original incorporation, before the date on which the
eatlier of the following events occurs, that is to say, the re
registration or registration of the company as a public compan;
and the end of the fransitional period.
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33.—(1) Where a company allots shares with rights which Parr1i
are not stated in its memorandum or articles or in any resolution Registration
or agreement to which section 143 of the 1948 Act (registration of particulars
and copies of certain resolutions and agreements) applies, the O.ffg“‘al
company shall, unless the shares are in all respects uniform ™8 i
with shares previously allotted, deliver to the registrar of
companies within one month from allotting the shares a statement
in the prescribed form containing particulars of those rights.

(2) Shares allotted with such rights shali not be treated for
the purposes of subsection (1) as different from shares previously
allotted by reason only of the fact that the former do not
carry the same rights to dividends as the latter during the twelve
months immediately following the former’s aliotment.

(3) Where the rights attached to any shares of a company
are varied otherwise than by an amendment of the company’s
memorandum or articles or by resolution or agreement to which
the said section 143 applies, the company shaill within one month
from the date on which the variation is made deliver to the
registrar of companies a statement in the prescribed form con-
taining particylars of the variation.

{4) Where a company (otherwise than by any such amend-
ment, resolution or agreement as is mentioned in subsection
(3) above) assigns a name or other designation, or a new name
or other desigpation, to any class of its shares it shall within
one month from doing so deliver to the registrar of companies a
notice in the prescribed form giving particulars thereof.

(5) Where a company has before the appointed day allotted
shares with such rights as are mentioned in subsection (1) above,
the company shall within three months from that day deliver
to the registrar of companies a statement in the prescribed form
containing particulars of those rights.

(6) If a company fails to comply with this section, the
company and every officer of the company who is in defauit
shall be liable on summary conviction to a fine not exceeding
one-fifth of the statutory maximum or, on conviction after con-
tinued contravention, a default fine not exceeding one-fiftieth
of the statutory maximum for each day untit the statement or
notice in guestion is delivered to the registrar of companies.

Maintenance of capital

34.—(1) Subject to subsection {4} below, where the net assets Obiigation
of a public company are half or less of the amount of the com- to convene
pany’s called-up share capital, the directors of the company shall, °xffa°§dmary
not later than 28 days from the earliest day on which that fact 30550 o
is known fo a director of the company, duly convene an exira- gvent of
ordinary general meeting of the company for a date not later serious loss of

than 56 days from that day for the purpose of considering capital.
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Parr If  whether any, and if so what, measures should he taken to deal
with the sifuation.

(2) If there is a failure to convene an extraordinary general
meeting of a public company as required by subsection (1) ahove,
each of the directors of the company who—

(@ knowingly and wilfully authorises or permits that
failure ; or

(b} after the expiry of the period during which that meeting
should have been convensd, knowingly and wilfully
authorises or permits that failure to continue,

shall be liable on conviction on indictment to a fine and on
summary conviction $o a fine not exceeding the statutory
maximunt.

(3} Nothing in this section shall be taken as authorising the
consideration, at a meeting convened in pursuance of subsection
(1} above, of any matter which could not have been considered
at that meeting apart from this section.

(4 This section shall not apply where the day mentioned
iz subsection (1} above is before the appointed day.

Acquisition of  35,—(I) Except as provided by subsection {(2) below, no
ah00m9§n¥kf company limited by shares or Hmited by guarantee and having
zoﬁ% Y a4 share capital shall acquire its own shares (whether by pur-
pany. ot .
chase, subscription or otherwise).

(2} A company limited by shares may acquire any of its
own fully paid shares otherwise than for valuable consideration
and any company may acquire its own shares in a reduction of
capital duly made.

(3) If a company purports to act in contravention of this sec-
tion, the company and every officer of the company who is in
default shall be liable—

{@) on conviction on indictment—
(i) in the case of a company, to 4 fine ;

{{i} in the case of an officer, to imprisonment for
a term not exceeding two years or a fine, or both;

{b} on summary ¢onviction—

i) in the case of a company, to a fine not exceed-
ing the statutory maximum ;

(i} in the case of an officer, to imprisonment for
a term not exceeding six months or a fine not
exceeding the statutory maximum, or both ;

and the purported acqguisition shall he void.
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(4} For the purposes of this section and section 37(1)(5) below
a company does not acquire shares—

(@) by redeeming preference shares in pursuance of its
articles ;

(b) by purchasing shares in pursuance of an order of the
court under section: 11 above or 75 below or section §
(alteration of objects) of the 1948 Act ; or

{} by forfeiting shares, or accepting a surrender in lieu,
i pursuance of the articles for failure to pay any sum
payable in respect of those shares.

Part 11
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36.—(1) Subject to subsections (5) and (6) below, where shares Acquisition of
are issued to a nominee of a company mentioned in section 35(1) sharesina

above or are acquired by a nominee of such a company from a
third person as partly paid up, then, for ail purposes the shares
shall be treated as held by the nominee on his own account and
tﬁe company shall be regarded as having no beneficial interest in
them.

(2} Subject to subsection (6) below, if a person 1s called on to
pay any amount for the purpose of paying-up, or paying any
premium on, any shares in any such company which were issued
to him, or which he otherwise acquired, as the nominee of the
company and he fails to pay that amount within 21 days from
heing called on to do so, then—

{@) if the shares were issued to him as a subscriber to the
memorandum hy virtve of an undertaking of his in the
memorandum, the other subscribers to the memo-
ragdum ; or

(& if the shares were otherwise issued to or acquired by
him, the directors of the company at the time of the
issue or acquisition,

shall be jointly and severally liable with him to pay that amount.

(3) If in proceedings for the recovery of any such amount
from any such subscriber or director under this section it appears
to the court that he is or may be liable to pay that amount, but
that he has acted honestly and reasonably and that, having regard
to all the circumstances of the case, he ought fairly to be excused
from liability, the court may relieve him, either wholly or partly,
from his lability on such terms as the court thinks fit.

) Where any such subscriber or director has reason to
apprehend that a claim will or might be made for the recovery
of any such amount from him, he may apply to the court for
relief and on the application the court shall have the same power
to relieve him as it would have had in proceedings for the
recovery of that amount.

company by
company's
pominee.
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Paxt IF (5) Subsection (1} above shall not apply to shares acquire
otherwise than by suhscription hy a nominee of a pablic cor
pany in a case falling within section 37(IMd) below.

{6) Subsections (1) and (2) above shall not apply-—

{a) to shares acquired by a nominee of a company whe:
the company has no beneficial interest in those sharn
(disregarding any right which the company itself mz
have as irustee, whether as personal representative ¢
otherwise, 10 recover its expenses or be remuneraic
out of the trust property); or

(b) to shares issued in consequence of an application mac
before the appointed day or transferred in pursuan
of an agreement to acquire them made before that da;

Treatment of 371} Subject to subsections {9} and (12) below, this sectic

isahagf-soge{ihai ¢ applies to a public company—
ofga public (@) where shares in the company are forfeited, or a:

company. surrendered to the company in liew, in pursuvance <
the articles for failure to pay any sum payable i
respect of those shares ;

(b where shares in the company are acquired by tk
company and the company has a beneficial interest i
those shares;

(c) where the nominee of the company acquires shares i
the company from a third person without financi:
assistance being given directly or indirectly by it
company and the company has a beneficial interest i
those shares ; or

{d) where any person acquires shares in the company wil
financial assistance given to him direcfly or indirect]
by the company for the purpose of or in connectio
with the acquisition and the company has a benefici
interest in those shares.

In determining for the purposes of paragraphs (b) and ¢
above whether a company has a beneficial interest in any share
there shall he disregarded, in any case where the company is
trustee (whether as personal representative or otherwise), ar
right of the company (as trustee} 10 recover its expenses or t
remunerated out of the trust property.

{2) Unless the shares or any interest of the company in the:
are previously disposed of, the company must not later than th
end of the relevant period from their forfeiture or surrender o
in a case to which subsection (1}{®), (¢} or (d) applies, the
acquisition—

(@) cancel them and diminish the amount of the shm
capital by the nominal value of the shares ; and
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{b) where the effect of cancelling the shares will be that the
nominal value of the company’s allotted share capital
is brought below the authorised minimum, apply for
re-registration as a private company, stating the eflect
of the cancellation ;

and the directors may take such steps as are requisite to enahle
the company to carry out its obligations under this subsection
without complying with sections 66 and 67 of the 1948 Act {spec-
ial resolution for, and order confirming reduction of, sbare capi-
tab), including passing a resolution in accordance with subsec
tion {4) below.

{3) The company and, in a case falling within subsection
{1){c} or (d) above, the company’s nominee or, as the case may
be, the other sharebolder must not exercise any voting rights in
respect of the sbares and any purported exercise of those rights
shall be void.

{(4) Tbe resolution authorised by subsection {2} above may alter
the company’s memorandum so tbat it no longer states that the
company is to be a puhlic company and may make such other
alterations in the memorandum as are requisite in the circum-
stances.

(5) The application for reregistration required hy suhsection
(2)(b) above must be in the prescribed form and signed by a
director or secretary of the company and must be delivered to
the registrar together with a printed copy of the memorandum
and articles of the company as altered by the resolution.

(& If a public company required to apply to be re-registered
as a private company under this section faiis to do so before the
end of the relevant period, section 15 ahove shall apply to it as
if it were a private company such as is mentioned in that section,
but, except as aforesaid, the company sball continue to be treated
for the purposes of the Companies Acts as a public company
until it is so re-registered.

() If a company when required to do so by subsection (2)
above fails to cancel any shares in accordance with paragraph
(a) of that subsection or to make an application for re-registra-
tion in accordance with paragraph (b) of that subsection,
the company and every officer of tbe company who is in default
shall be liable on summary conviction o a fine not exceeding
one-fifth of the statutory maximum or, on conviction after con-
tinued confravention, a default fine not exceeding onefifticth of
the statutory maximum.

(&) Section 10(3) above shall apply in relation to the re-registra-
tion of a company under this section as it applies to the re-regi-
stration of a company under that section and subsections (4)
and (5) of that section shall apply to the re-registration of a

Part Il
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company in pursuance of an application under this section
accordingly, but with the substitution in eacb case of references
to this section for references to that section.

{9} Where, after sbares in a private company-—

{a) are forfeited in pursuance of the articles of the company
or are surrendered to the company in lieu of forfeiture
or are otherwise acquired by the company ;

() are acquired by the nominee of a company in the cir-
cumstances mentioned in subsection (1}c} above: or

(c) are acquired by any person in the circumstances mef-
tioned in subsection {1)(d) above :

the company is re-registered as a public company, tbe foregoing
provisions of this section shall apply to the company as if it bad
been a public company at the time of the forfeiture, surrender
or acquisition and as if for any reference to the relevant period
from the forfeiture, surrender or acguisition there were substi-
tuted a reference to the relevant period from the re-registration
of the company as a public company.

(10) Where a public company or a nominee of a public com-
pany acquires shares in the company or an interest in sucb shares
and those shares are or that interest is shown in a balance sheet
of the company as an asset, an amount equal to tbe value of the
shares or, as the case may be, the value to the company of its
interest in the shares shall be transferred out of profits available
for dividend to a reserve fund and shall not be available for
distribution.

(11) In this section " relevant period °, in relation to any shares,
Means-——

{a} in the case of shares forfeited or surrendered to the com-
pany in lieu of forfeiture or acquired as mentioned in
subsection (IMB) or (¢} above, three years;

(b} in the case of shares acquired as mentioned in subsec-
tion (1)(d) above, one vear.

(12) Notwithstanding anything in section 8(2} above, a
reference in this section to a public company does not include
a reference to an old public company ; and references in this
section 10 a private company shall be construed accordingly.

38.—(1) A lien or other charge of a public company on its
own sbares {(whetber taken expressly or otberwise), except a
charge permitted by subsection (2) below, is void.

(2) The following are permitted charges, that is to say—
(@ in the case of every description of company, a charge

on its own sbares (not being fully paid) for any amount
payable in respect of the sbares ;
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{b) in the case of a company whose ordinary business Panrll

includes the lending of money or consists of the pro-
vision of credit or the bailment or {in Scotland) hiring
of goods under a hire purchase agreement, or both, a
charge of the company on its own shares (whether
{ully paid or not} which arises in connection with a
transaction entered into by the company in the
ordinary course of its business;

(¢} in the case of a company (other than a company in
relation to which paragraph {(d) below applies) which
is re-registered or is registered under section 13 above
as a public company, a charge on its own shares which
was in existence immediately before its application for
re-registration or, as the case may be, registration ;

{ch) in the case of any company which after the end of the re-
registration period remains or remained an old public
company and did not before the end of that period
apply to be re-registered under section 8 above as a
public company, any charge on its own shares which
was in existence immediately before the end of that
period.

ParTt 111
RESTRICTIONS ON DISTRIBUTION OF PROFITS AND ASSETS

39.—(1) A company shali not make a distribution (as defined Profiss

by section 45 below) except out of profits available for the available for
purpose. distribution.

{2) For the purposes of this Part of this Act, but subject to
section 41{1) below, a company’s profits available for distribu-
tion are its accumulated, realised profits, so far as not previously
utilised by distribution or capitalisation, less its accumulated,
realised losses, so far as not previously written off in a reduction
or reorganisation of capital duly made,

(3) A company shall not apply an unrealised profit in paying
up debentures or any amounts unpaid on any of its issued shares.

{4) For the purposes of subsections (Z) and {(3) above any
provision (within the meaning of Schedule 8 to the 1948 Act),
other than one in respect of any diminution in value of a fixed
asset appearing on a revaluation of all the fixed assets of the
company, shall be treated as a realised loss.

(5) If, on the revaluation of a fixed asset, an unrealised profit
is shown to have been made and, on or after the revaluation, a
sum is written off or retained for depreciation of that asset over
a period, then, an amount equal to the amount by which that
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sum exceeds the sum which would have heen so written off
retained for depreciation of that asset over that period, if tl
profit had not been made, shall he treated for the purposes
subsections (2} and (3) above as a realised profit made over tl
period.

(6) Where there is no record of the original cost of an as
of a company (whether acquired before, on or after the appoin
day} or any such record cannot be obtained without uareas
able expense or delay, then, for the purposes of determin
whether the company has made a profit or loss in respect of t
asset, the cost of the asset shall he taken to be the value aseril
to it in the earliest available record of its value made on or af
its acquisition by the company.

(7} Where the directors of a company are, after making
reasonable enquiries, unable to determine whether a particu
profit made before the appointed day is realised or unrealis
they may treat the profit as realised, and where after making st
enquiries they are unable to determine whether a particular ¥
so made is realised or unrealised, they may treat the loss
unrealised.

{8) In this section * fixed asset ” includes any other asset whs
is not a current asset,

40.—(1) Subject to section 41 below, a public compa
may only make a distribution at any time-—

{a} if at that time the amount of its net assets is not less th
the aggregate of the company’s called-up share capi
and its undistributahle reserves ; and

(b} if, and to the extent that, the distribution does not redu
the amount of those assets to less than that aggrega

{2} For the purposes of this section the undistributable resen
of a company are—

{m) the share premium account ;
by the capital redemption reserve fund ;

(¢} the amount by which the company’s accumulated, 1
realised profits, so far as not previously utilised by a
capitalisation of a description to which this paragra
applies, exceed its accumulated, unrealised losses, so 1
as not previousty written off in a reduction or reorga
sation of capital duly made ; and

{d) any other reserve which the company is prohibited frc
distrihuting by any enaciment, other than one cc
tained in this Part of this Act, or by its memorandy
or articles.
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(3) Subsection (2){c} above applies to every description of capi-
talisation except a transfer of any profits of the company to its
capital redemption reserve fund on or after the appointed day.

(4) Subsections (4) to (7) of section 39 above shall apply for the

purposes of this section as they apply for the purposes of that
section.

{(5) A public company shall not include any uncalled share

capital as ap asset in any accounts relevant for the purposes
of this section.

41.

Part 111

(1) Subject to the following provisions of this section, an Other
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investment company may also make a distribution at any time distributions
out of its accumulated, realised revenue profits, so far as not of investment
previously utilised by distribution or capitalisation, less its “OmPADIcs.

accumulated revenue losses (whether realised or unrealised), so
far as not previously written off in a reduction or reorganisation
of capital duly made

(@) if at that time the amount of its assets is at least equal
to one and a half times the aggregate of i#ts Habilities ;
and

{by if, and to the extent that, the distribution does not
reduce that amount to less than one and a half times
that aggregate.

(2) In subsection (1) above “liabilities” inciudes any pro-
vision {within the meaning of Schedule 8§ to the 1948 Act) except
to the extent that that provision is taken into account for the
purposes of that subsection in calculating the value of any asset
of the company in (uestion, and subsection (3} of section 40
above shall apply for those purposes as it applies for the purposes
of that gection.

(3) In this Part of this Act * investment company ” means a
public company which has given notice in the prescribed form
(which has not been revoked) to the registrar of its intention to
carry on business as an investment company {(the * requisite
notice ) and has since the date of that notice complied with the
requirements set out in subsection (4) below.

(4) The requirements referred to in subsection (3) above are—

{a) that the business of the company consists of investing
its funds mainly in securities, with the aim of spreading
investment risk and giving members of the company
the benefit of the results of the management of its
funds ;

(b) that none of the company’s holdings in companies other
than companies which are for the time being investment
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companies represents more than 15 per cent. by val
of the investing company’s investment ;

{¢) that distribution of the company’s capital profits
prohibited by its memorandum or arficles
association ;

{d) that the company has not retained, otherwise than
compliance with this Part of this Act, in respect of a;
accounting reference pericd more than 15 per cent.
the income it derives from securities.

{5} An investment company may not make a distribution !
virtue of subsection (1) above unless its shares are listed on
recognised stock exchange and, during the period beginning wi
the first day of the accounting reference period immediate
preceding the accounting reference period in which the propos
distribution is to be made or, where the distribution is propos:
to be made during the company’s first accounting referen
period, the first day of that period and ending with the date
the distribution (whether or not any part of those periods fa
before the appointed day), it has not—

(@) distributed any of its capital profits ; or

(b} applied any unrealised profits or any capital profi
(realised or unrealised) in paying up debentures or ar
amounts unpaid on any of its issued shares.

{6) An investment company may not make a distribution 1
virtue of subsection {1} above unless the company gave t
requisite notice—

{a} before the beginning of the period referred to in su
section {5} above ; or

(b) where that period began before the appointed day, :
soon as may be reasonably practicable after tl
appointed day ; or

(¢} where the company was incorporated on or after tl
appointed day, as soon as may be reasonably pra
ficable after the date of iis incorporation,

(7} A notice by a company to the registrar under subsectic
(3) above may be revoked at any time by the company on givir
notice in the prescribed form to the registrar that it no long
wishes t0 be an investment company within the meaning of th
section, and, on giving such notice, the company shall cease 1
be such an investment company.

{8) Section 359(2) and (3) of the Income and Corporatic
Taxes Act 1970 and section 93(6Kb} of the Finance Act 197
shall have effect for the purposes of subsection (4Kb) above :
those provisions have effect for the purposes of subsection (1)
of the said section 359,



Companies Act 1930 c. 22

(9) The Secretary of State may by regulations made by
statutory instrument extend the provisions of this section, with
or without modifications, to companies whose principal business
consists of investing their funds in securities, Jand or other assets
with the aim of spreading investment risk and giving their
members the benefit of the results of the management of the
assets.

(10) Regulations made under subsection (9) above—

{@y may make different provision for different classes of
companies and may contain such transitional and
supplemental provisions as the Secretary of State
considers necessaty ; and

(b) shall not be made unless a draft of the regulations has
been laid before Parliament and approved by 2 resolu-
tion of each House of Parliament.

(11) In determimag capital and revenue profits and losses for
the purposes of this section an asset which is not a fixed asset
or & current asset shall be treated as a fixed asset.

Part I

42.—(}) Where an insurance company carries on long term Realised
business, any amount properly transferred to the profit and profits of

loss account of the company from a surplus in the fund or ::’?}S;;aaf;c;

long term

funds maintained by it in respect of that business and any deficit

in that fund or those funds shall be respectively treaied for pusiness.

the purposes of this Part of this Act as a realised profit and a
realised loss, and, subject to the foregoing, any profit or loss
arising in that business shall be left out of account for those
PUTPOSESs.

€2) In subsection (1) above—

{a) the reference to a surplus in any fund or funds of an
insurance company is a reference to an excess of the
assets representing that fund or those funds over the
liabilities of the company attributable to ifs long term
business, as shown by an actuarial investigation ; and

(b} the reference to a deficit in any such fund or funds is
a reference to the excess of those Habilities over those
assets, as so shown.
(3} In this section—
“ actuarial investigation ” means an investigation to which

section 14 of the Inswrance Companies Act 1974 1974c. 49

{periodic actuarial investigation of company with long
term business) applies or which is made in pursuance
of & requirement imposed by section 34 of that Act
(actu;lrial investigation required by the Secretary of
State) ;

31

with
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Part i *insurance company ” means an insurance company
which Part If of that Act applies ;

“long term business” bas the same meaning as in ti

Act.
The relevant 43.—(1) Subject to the following provisions of this secti
accounts. the question wbether a distribution may be made by a compa

without contravening section 39, 40 or 41 above (the relevs
section) and the amount of any distribution which may be
made sball be determined by reference to the relevant items
stated in the relevant accounts, and the relevant section shall
treated as contravened in the case of a distribution unless ¢
requirements of this section about those accounts are comph
with in the case of that distribution.

(2) Thbe relevant accounts for any company in the case of a
particular distribution are—

(@) except in a case falling within paragraph (b) or
below, the last annual accounts that is to say, t
accounis prepared under section 1 of the 1976 A
which were laid or filed in respect of the last precedi
accounting reference period in respect of whi
accounts so prepared were laid or filed ;

(b if that distribution would be found to contravene t
relevant section if reference were made only to the I
annual accounts, such accounts (interim accounts)
are necessary io enable a proper judgment to be ma
as to the amounts of any of the relevant items ;

(¢) if that distribution is proposed to be declared during t
company’s first accounting reference period or befo
any accounts are laid or filed in respect of that perio
such accounts (initial accounts) as are necessary
aforesaid.

(3) The following requirements apply where the last annu
accounts of a company constitute the only relevant accounts
the case of any distribution, that is to say—

{a} those accounts must bave been properly prepared .
bave been so prepared subject only to matters whic
are not material for the purpose of determining, 1
reference to the relevant items as stated in thbo
accounts, wbether that distribution wouid be in conir
vention of the relevant section ;

(b) the auditors of the company must bave made a repo
under section 14 of the 1967 Act (auditors’ report)
respect of those accounts ;

(0 if, by virtue of anything referred to in that report, tl
report is not an unqualified report, the auditors mu
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also have stated in writing {either at the time the Partill
report was made or subsequently) whether, in their

opinion, that thing is material for the purpose of deter-

mining, hy reference to the relevant items as stated in

those accounts, whether that distribution would be in
contravention of the relevant section ; and

() a copy of any such statement must have been laid before
the company in general meeting or delivered to the
registrar of companies according as those accounts have
been laid or filed.

(4) A statement under subsection (3H¢) ahove suffices for the
purposes of a particular distrihution not only if it relates to a
distribution which has been proposed but also if it relates to
distributions of any description which includes that particular
distribution, notwithstanding that at the time of the statement
it has not heen proposed.

{(5) The foliowing requirements apply to interim accounts
prepared for a proposed distrihution by a public company, that
1S to say~—

{@) the accounts must have been properly prepared or have
heen so prepared subject only to matters which are not
material for the purpose of determining, hy reference
to the relevant items as stated in those accounts,
whether that distribution would be in contravention
of the relevant section ;

(b} a copy of those accounts must have been delivered to
the registrar of companies ; and

{c) if the accounts are in a language other than English
and section 1{7Md) of the 1976 Act (transiations)
does not apply, a translation into English of the
accounts which has been certified in the prescribed
manner to be a correct translation must alse have been
delivered to the registrar.

(6; The following requirements apply to initial accounts pre-
pared for a proposed distribution by a public company, that
is to say-—

(@) those accounts must have been properly prepared or
have been so prepared subject only to matters which are
not material for the purpose of determining, by refer-
ence to the relevant items as stated in those accounts,
whether that distribution would be in contravention of
the relevant section ;

{b) the auditors of the company must have made a report
stating whether in their opinion the accounts have been
properly prepared ;
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Part IiF (¢} if, by virtue of anything referred to in that report, t
report is not an unqualified report, the auditors mu
also have stated in writing whether, in their opinio
that thing is material for the purpose of determining, t
reference to the relevant items as stated in tho
accounts, whetber that distribution would be in co
travention of the relevant section ;

{d a copy of those accounts, of the report made und
paragrapb (5) above and of any sucb statement my
have been delivered to the registrar of companies ; a1

{e) if the accounts are, or that repost or statement is, in
langnage other than Englisb and section 1{7Kb) of tI
1976 Act (ranslations) does not apply, a translatic
into English of the accounts, the report or statement, :
tbe case may be, which has been certified in the pr
scribed manner to be a correct translation, must al
have been delivered to the registrar.

{7} For tbe purpose of determining by reference to particul
accounts whether a proposed distribution may be made by
company, this section shall have effect, in any case where o1
or more distributions bave already been made in pursuance
determinations made by reference to those same accounts, as
the amount of the proposed distribution was increased by tl
amount of the distributions so made.

{8) In this section—

* properly prepared ” means, in relation to any accounis of
company, that the following conditions are satisfied
refation to those accounts, that is to say-—

{m} in the case of annual accounis, that they ha
been properly prepared in accordance with the pr
visions of the Companies Acts;

(b in the case of interim or initial accounts, th:
they comply with the requirements of section 149 .
the 1948 Act (contents and form of accounts) ar
any balance sheet comprised in those accounts h
been signed in accordance with section 155 of th
Act {directors to sign balance sheet of company
and

(¢} in either case, without prejudice to the for
going, that, except where the company is entitled 1
avail itself, and has availed itself, of any of the pr
visions of Part III of Scbedule 8 to the 1948 A
{exemptions from requirements as to accounts}—

) so much of the accounts as consists of
balance sheet gives a true and fair view «
the state of the company’s affairs as at th
balance sheet date ; and
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(i) so much of those accounts as consists of a
profit and joss account gives a true and fair
view of the company’s profit or foss for the
period in respect of which the accounts
were prepared.

“ relevant item > means any of the following, that is to say
profits, losses, assets, liabilities, provisions (within the
meaning of Schedule 8 to the 1948 Act), share capital
and reserves ;

“reserves 7 includes undistributable reserves within the
meaning of section 40 above ; ”

* unqualified report”, in relation to amy accounts of a
company, means a report, without qualification, to the
effect that in the opinion of the person making the
report the accounts have been properly prepared ;

and, for the purposes of this section, accounts are laid or filed
if subsection (6} or, as the case may be, subsection (7) (where
applicable) of section 1 of the 1976 Act has been complied with
in relation to those accounts.

(9) For the purpose of paragraph (b) of the definition of * pro-
perly prepared ” in suhsection (8) ahove, section 149 of, and
Schedule 8 to, the 1948 Act shall be deemed to have effect in
relation to interim and initial accounts with such modifications
as are necessary hy reason of the fact that the accounts are
prepared otherwise than in respect of an accounting reference
period.

Part HI

55

44,—(1) Where a disiribution, or part of one, made by a Consequences
company to one of its members is made in contravention of the of making
foregoing provisions of this Part of this Act and, at the time of unlawful

the distribution, he knows or has reasonable grounds for believ-
ing that it is so made, he shall be Hable to repay it or that part,
as the case may be, to the company or {in the case of a distribu-
tion made otherwise than in cash) to pay the company a sum
equal to the value of the distribution or part at that time.

(2} The provisions of this section are without prejudice to
any obligation imposed apart from this section on a member of
4 company to repay a distribution uniawfully made to him.

distribution.

45.-{1) Where immediately before the appointed day a com- Anciflary
pany is authorised by any provision of its articles to apply its provisions.

unrealised profits in paying up in full or in part unissued shares
to be allotted to members of the company as fully or partly
paid bonus shares, that provision shall, subject to any subse-
quent alteration of the articles, continue to be consfrued as
authorising those profits to be so applied after the appointed
day.
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(2) In this Part of this Act “ distrihution ” means every des-
cription of distrihution of a company’s assets to members of the
company, whether in cash or otherwise, except distributions
made hy way of—

(@) an issue of shares as fully or partly paid bonus shares ;

(b the redemption of preference shares out of the proceeds
of a fresh issue of shares made for the purposes of
the redemption and the payment of any premium on
their redemption out of the company’s share premium
account ;

() the reduction of share capital hy extinguishing or reduc-
ing the liability of any of the members on any of its
shares in respect of share capital not paid ap or by
paying off paid up share capital ; and

{d} a distrihution of assets to members of the company on
its winding up.

(3) In this Part of this Act “ capitalisation >, in relation to
any profits of a company, means any of the following operations,
whether carried out hefore, on or after the appointed day, that
s to say, applying the profits in wholly or partly paying up
unissued shares in the company to he allotted to members of the
company as fully or partly paid bopus shares or transferring
the profits to the capital redemption reserve fund.

(4) In this Part of this Act references to profits and losses
of any description are references respectively to profits and losses
of that description made at any time, whether hefore, on or after
the appointed day and, except in relation to an investment
company, are references respectively to revenue and capital
profits and revenue and capital losses.

(5) The provisions of this Part of this Act are without
prejudice to any enactment or rule of law or any provision of a
company’s memorandum or articles restricting the suns out of
which, or the cases in which, a distribution may be made.

(6) The provisions of this Part of this Act shall not apply to
any distrihution made hy a company, other than a public com-
pany registered as such on its original incorporation, before the
date on which the earlier of the following events occurs, that
is to say, the re-registration or registration of the company as a
public company and the end of the transitional period.

Part IV
DUTIES OF DIRECTORS AND CONFLICTS OF INTERESTS
Duty in velation to employees

46.—(1) The matters to which the directors of a company are
to have regard in the performance of their functions shall include
the interests of the company’s employees in general as well as the
interests of its members.
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(2) Accordingly, the duty imposed by subsection (I} above ParrlV
on the directors of a company is owed by them to the company
(and the company alene) and is enforceahle in the same way as
any other fiduciary duty owed to a company by its directors.

Particular transactions giving rise to a conflict of interest

47.—(1) Subject to subsection (6) below, a company shall not Contracts of
incorporate in any agreement a term to which this section applies Smloyment
unless the term is first approved by a resolution of the company o' 4rectors.
in general meeting and, in the case of a director of a holding
company, by a resolution of that company in general meeting.

(2) This section applies to any terrn by which a director’s
employment with the company of which he is the director or,
where he is the director of a holding company, his employment
within the group is to continue, or may be continued, otherwise
than at the instance of the company (whether under the original
agreement or under a new agreement entered into in pursoance
of the original agreement), for a period exceeding five years
during which the employment-—

{@) cannct be terminated hy the company by notice ; or
(5 can be so terminated only in specified circumstances.

(3) In any case where—

{a} a person is or is to he employed with a company under
an agreement which cannot be terminated by the
company hy notice or can be so terminated only in
specified circumstances ; and

(6) more than six months before the expiration of the
period for which he is or is to be so employed, the
company enters into a further agreement {(ctherwise
than in pursuance of a right conferred by or by
virtue of the original agreement on the other party
thereto) under which he is to be employed with the
company or, where he is a director of & holding com-
pany, within the group,

subsection (2) above shall apply as if to the period for which he
is to be employed under that further agreement there were added
a further period equal to the unexpired peried of the original
agreement.

4) A resolution of a company approving a term to which
this section applies shall not be passed at a general meeting of
the company unless a written memorandum setting out the pro-
posed agreement incorporating the term is available for inspec-
tion, by members of the company both—

{a} at the registered office of thecompany for not less than
the period of 15 days ending with the date of the
meeting ; apd

{(b) at the meeting itself.
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{5} A term incorporated in an agreement in contravention of
this section shall to the extent that it contravenes this section be
void ; and that agreement and in a case where subsection (3)
above applies the original agreement shall be deemed to contain
a term entitling the company to terminate it at any time by the
giving of reasonable notice.

(6) No approval is required to be given under this section by
any body corporate unless it is a company within the meaning
of the 1948 Act or registered under Part VIII of that Act or if it
is, for the purposes of section 150 of that Act, a wholly owned
subsidiary of any body corporate, wherever incorporated.

{7) In this section—
{a) “ employment ™ includes employment under a contract
for services ; and
(b “ group ™, in relation to a director of a holding com-
pany, means the group which consists of that company
and its subsidiaries.

48.—(1) A company shall not enter into an arrangement~—

(o) wbereby a director of the company or its holding
company or a person connected with such a director is
to acquire one or more non-cash assets of the requisite
value from the company ; or

(b) whereby the company acquires one or more non-cash
assets of the requisite value from such a director or a
person so connected ;

unless the arrangement is first approved by a resolution of
the company in general meeting and, if the director or connected
person 1s a director of its bolding company or a person con-
nected with such a director, by a resolution in general meenng
of the hoiding company. :

(2) For the purposes of this section a non-casbh asset is of
the requisite value if at the time the arrangement in question
is entered into its value is not less than £1,000 but, subject to
that, exceeds £30,000 or ten per cent. of the amount of the .
company’s relevant assets, and for those purposes the amount
of a company’s relevant assets is—

{a) except in a case falling within paragraph () below,
the value of its net assets determined by reference
to the accounts prepared and laid under section 1
of tbe 1976 Act in respect of the last preceding account-
ing reference period in respect of whick such accounts
were so laid ;

{b} where no accounts bave been prepared and laid under
that section before that time, the amount of is calied-
up share capital.
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(3) An arrangement eniered into by a company in contra-
veniton of this section and any transaction entered into in
pursuance of the arrangement (whether by the company or any
other person) shall be voidable at the instance of the company
unless—

(@) restitution of any money or any other asset which is
the subject-matter of the arrangement or transaction
is no longer possible or the company or the person
pominated by it has been indemnified in pursuance of
subsection (4){b) below by any other person for the loss
or damage suffered by it; or

{b) any rights acquired bona fide for value and without
actual notice of the contravention by any person who
is not a party to the arrangement or transaction would
be affected by its avoidance ; or

{c) the arrangement is, within a reasonable period, affirmed
by the company in general meeting and, if it is an
arrangement for the transfer of an asset to or by a
director of its holding company or a person who is
connected with such a director, is so affirmed with
the approval of the holding company given by a resolu-
tion in general meeting.

{4y Without prejudice to any liability imposed otherwise than
by this subsection, but subject to subsection (5) below, where an
arrangement is entered into with a company by a director of
the company or its holding company or a person connected with
him in contravention of this section, that director and the person
so connected, and any other director of the company who
authorised the arrangement or any transaction entered into in
pursuance of such an arrangement, shall {(whether or not it has
been avoided in pursuance of subsection (3) above) be liable—

{@) to account fo the company for any gain which he had
made directly or indirectly by the arrangement or trans-
action ; and

(b (jointly and severally with any other person liable under
this subsection} to indemnify the company for any loss
or damage resulfing from the arrangement or trams-
action,

(5} Where an arrangement is entered into by a company and
a person ¢onnected with a director of the company or its holding
company in coantravention of this section, that director shall not
be liable under subsection {4) above if he shows that he took ali
reasonable steps fo secure the company’s compliance with this
section, and, in any case, a person so connected and any such
other director ag is mentioned in that subsection shall not
be so liable if he shows that, at the time the arrangement was

Parr IV
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entered into, he did not know the relevant circumstances ¢o
stituting the contravention.

(6) No approval is required to be given under this section t
any body corporate unless it is a company within the meaning «
the 1948 Act or registered under Part VIII of that Act or, if it ]
for the purposes of section 150 of that Act, a wholly-owned su
sidiary of any body corporate, wherever incorporated.

49.—(1) Except as provided by section 50 below—
{g} a company shall not-

{1} make a loan to a director of the company or
its holding company ;

(i) enter into any guarantee or provide any securi
in connection with a loan made by any person to su
a director ; and

(b} a relevant company shall not—
(i) make a quasi-doan to a director of the compay
or of its holding company ;
(ii) make a loan or a quasi-loan {0 a person ¢¢
nected with such a director ;

(it} enter into a guarantee or provide any securi
in connection with a loan or quasi-loan made by a
other person for such a director or a person
connected.

(2) Except as provided by that section, a relevant company shi
not—

(a} enter inte a credit tramsaction as creditor for such
director or a person $¢ connected ;

(b) enter into any guarantee or provide any security
connection with a credit transaction made by any ott
person for such a director or a person 80 connected.

{3) A company shall not arrange for the assignment toitort
assumption by it of any rights, obligations or liabilities under
transaction which, if it had been entered into by the compar
would have contravened subsection (1) or (2) above ; but for ¢
purposes of this Part of this Act the transaction shall be treat
as having been entered into on the date of the arrangement.

(4) A company shall not take part in any arrangem
whereby-—

(&) another person enters into a transaction which, if it h
been entered into by the company, would have c
travened subsection (1), (2) or (3) above ; and

(b that other person, in pursuance of the arrangement, |
obtained or is to obtain any benefit from the compa
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or its holding company or a subsidiary of the company  Partr IV
or its holding company.

50.—(1) Where a director of a relevant company or of its Exceptions
holding company is associated with a subsidiary of either of froms. 49.
those companies, subsection (1)(b)(ii) and Gi1) of section 49 above
sball not by reason only of that fact prohibit the relevant com-
pany from-—

{@) making a loan or quasi-loan to that subsidiary ; or

{b} entering into a guarantee or providing any security in
connection with a loan or quasi-loan made by any
person to that subsidiary.

{2) Subsection (IMh) of that section shall not prohibit a rele-
vant company (“ the creditor ) from making a quasi-loan to one
of its directors or to a director of its holding company if-

{a) the quast-loan contains a term requiring the director or a
person on his behalf to reimburse the creditor his
expenditure within two months of its being incurred:
and

{(b) the aggregate of the amount of that quasi-loan and of the
amount outstanding under ecach relevant quasi-loan
does not exceed £1,000.

For the purposes of this subsection, a quasi-loan is relevant if
it was made to the director by virtue of this subsection by the
creditor or by its subsidiary or, where the director is a director
of the creditor’s holding company. any other subsidiary of that
company ; and “ amount outstanding ™ has the same meaning
a8 in section 56(8) below.

3) Subsection €2) of that section shall not prohibit a com-
pany’s entering into——
(@) any transaction for any person if the aggregate of the
relevant amounts does not exceed £5.000 ; or

(b) any transaction for any person if—

{1) the company enters into the transaction in the
ordinary course of its business ; and

{ii} the value of tbe transaction is not greater, and
the terms on which it is entered into, are no more
favourable in respect of tbe person for whom the
transaction is made than that or those which it is
reasonable to expect the company to have offered
to or in respect of a person of the same financial
standing as that person but unconnected with the
company.

C
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ParT IV {4) Subject to the following provisions of this section, each of
the following is excepted from the prohibitions in section 49
above, that is to say—

{7} a loan, or guasi-joan by a company to iis holding com-
pany or a company’s entering into a guarantee or
providing any security in connection with a loan or
quasi-loan made by any person to its holding company:

{b) a company’s entering into a credit transaction as
creditor for its holding company or entering info a
guarantee or providing any security in connection with
any credit transaction made by any other person for
its holding company ;

{c) a company’s doing any thing to provide any of ifs
directors with funds to meet expenditure incurred or to
be incurred by him for the purposes of the company
or for the purpose of enabling him properly to perform
his duties as an officer of the company or a company’s
doing anything to enable any of its directors to avoid
incurring such expenditure ;

{d} a loan or quasi-loan made by a money-lending company
to any person or a money-lending company’s entering
into a guarantee in connection with any other loan or
quasi-loan.

(3) The exception specified in subsection (4){c) above operates
only if one of the following conditions is satisfied, that is to
Sy

ta) the thing in question is done with prior approval
of the company given at a general meeting at which
the purpose of the expenditure incurred or to be
incurred or which would otherwise be incurred by the
director and the amount of the funds to be provided
by the company and the extent of the company’s
liability under any transaction which is or is connected
with that thing are disclosed ;

(&) that thing is done on condition that, if the approval
of the company is not so given at or before the next
following annual general meeting, the loan shall be
repaid or any other liability arising under any such
transaction discharged within six months from the
conclusion of that meeting ;

but that exception does not authorise a relevant company to
enter into any transaction if the aggregate of the relevant amounts
exceeds £10,000.
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{6) The exception specified in subsection (4¥{d) above operates
only if both the following conditions are satisfied, that is to
§AY

(@) the loan or guasi-loan in gquestion is made by the com-
pany or it enters into the guarantee in the ordinary
course of the company’s business ; and

{b) the amount of the loan or quasi-loan or the amount
guaranteed is not greater, and the terms of the loan,
quasi-loan or guarantee are not more favourable, in
the case of the person to whom the loan or quasi-loan
is made or in respect of whom the guaraniee is entered
into than that or those which it is reasonable to expect
that company to have offered to or in respect of a
person of the same financial standing as that person
but unconnected with the company ;

but that exception does not authorise a relevant company which
is not a recognised bank to enter into any fransaction if the
aggregate of the relevant amounts exceeds £50,000.

In determining for the purposes of this subsection the aggre-
gate of the relevant amounts, a company which a director does
not controf shall be deemed not to be connected with him.

{7y The condition specified in subsection (6)(h) above shall
not of itself prevent a company from making a loan to one
of its directors or a director of its holding company-——

{e) for the purpose of facilitating the purchase, for use as
that director’s only or main residence, of the whole
or part of any dwelling-house together with any land
to be occupied and enjoyed therewith ;

(b} for the purpose of improving a dwelling-house or part
of a dwelling-house so used or any land occupied and
enjoved therewith ;

{c} in substitution for any loan made by any person and
falling within paragraph (@) or (b} above,
if loans of that description are ordinarily made by the company
to its employees and on terms no less favourable than those
on which the transaction in question is made, and the aggregate
of the relevant amounts does not exceed £50,000.

Pagt IV

51.—(1} The following provisions of this section shall have Relevant
effect for the purpose of defining the amounts relevant for amounts,

determining whether any transaction or arrangement (a “ pro-
posed transaction or arrangement 7} falls within the exception
provided by subsection (3Ma) or (d){c) or (d) of section 50 above,
and for that purpose “ the relevant exception ” in subsection (2)
below means that exception.

Cc2
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{2) The relevant amounts in relation to a proposed trans-
action or arrangement are—

(@ the value of the proposed transaction or arrangement ;

{h) the value of any existing relevant arrangement falling
within subsection (3) or 4) of section 49 and entered
into by virtue of the relevant exception by the com-
pany or by a subsidiary of the company or, where the
proposed transaction or arrangement is to be made for
a director of its helding company or a person connected
with such a director, by a subsidiary of its holding
company ;

(¢} the amount outstanding under any other relevant trans-
action made by virtue of the relevant exception by
the company or by a subsidiary of the company or,
where the proposed transaction or arrangement is to be
made for a director of its holding company or a person
connected with such a director, by a subsidiary of its
holding company.

(3) For the purposes of this section, a transaction is relevant
if it was made—

(o} for the director for whom the proposed fransaction or
arrangement is to be made or for any person connected
with that director ; or

{(b) where the proposed transaction or arrangement is to be
made for a person connected with a director of a com-
gny, for that director or any person connected with

m,
and an arrangement is relevant if it relates to a relevant
transaction.

{4} For the purposes of this section, a transaction entered
into by a company which is {at the time that transaction was
entered into) a subsidiary of the company which is to make the
proposed transaction or is a subsidiary of that company’s hold-
ing company, is not a relevant transaction if at the time of
the determination referred to in subsection (1) above it no longer
is such a subsidiary.

(5) The amount outstanding under any transaction within
subsection (2){c} above is the value of the transaction less any
amount by which that value has been reduced.

82.—(1}) Where a company enters into & transaction or arrange-
ment in contravention of section 49 the transaction or arrange-
ment shall be voidable at the instance of the company unlesg—

(@) restitution of any money or any other asset which is the
subject matter of the arrangement or transaction is no
longer possible, or the company has been indemnified
in pursuance of subsection (2){(b} below for the loss or
damage suffered by it; or
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{(b) any rights acquired bona fide for value and without ParrlV
actual notice of the contravention hy any person other
than the person for whom the transaction or arrange- -
ment was made would be affected by its avoidance.

(2) Without prejudice to any liahility imposed otherwise than
by this subsection but subject to subsection (3) below, where an
arrangement or transaction i made by a company for a director
of the company or its holding company or person connected with
such a director in contravention of section 49, that director and
the person so connected and any other director of the company
who authorised the transaction or arrangement shall (whether
ot not it has been avoided in pursuance of subsection (1) above)
be liahie—

{@ to account to the company for any gain which he has
made directly or indirectly hy the arrangement or
transaction ; and

{b) Gointly and severally with any other person liable un-
der this subsection) to indemnify the company for any
loss or damage resulting from the arrangement or
tyansaction.

(3} Where an arrapgement or transaction is entered into by
a company and a person connected with a director of the com-
pany or its holding company in contravention of section 49, that
director shall not he liahle vnder subsection (2) ahove if he
shows that he took all reasonable steps to secure the company’s
compliance with that section, and, in any case, a person s0 con-
nected and any such other director as is mentioned in that sub-
section shall not be so liable if he shows that, at the time the
arrapgement or transaction was entered into, he did not know
the relevant circumstances constituting the contravention.

53.—{1) A director of a relevant company who authorises or Criminal
permits the company to enter into a fransaction or arrangement penalties for
knowing or having reasonable cause to helieve that the com- ;’rzg"h of
pany was thereby contravening section 49 ahove shall be guilty =
of an offence.

(2) A relevant company which enters into a transaction or
arrangement for one of its directors or for a director of its holding
company in contravention of section 49 above shall be guilty
of an offence.

(3} A person who procures a relevant company to enter into
a fransaction or arrangement knowing or having reasonable
cause to believe that the company was thereby contravening
section 49 above shall be guilty of an offence.

C3
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Panr IV (4} A relevant company shall not he guilty of an offence un-
der subsection (2) of this section if it shows that, at the time the
transaction was entered into, it did not know the relevant cir-
cumstances.

{5) A person guilty of an offence under this section shall he
lahle-
(@) on conviction on indictment, to a term of imprisonment
not exceeding two years or a fine, or both ; and

(b) on summary conviction to a term of imprisonment not
exceeding six months or a fine not exceeding the
statutory maximum, or hoth.

Disclosure of transactions involving directors and others

Substaatial 54.—(1) Subject to suhsections (5) and {6) and to section 58
C?mm?t;; below, group accounts prepared hy a holding company in accord-
S it g ance with the requirements of section 1 of the 1976 Act in respect
others to be  Of a financial year (the * relevant period ) ending on or after the
disclosed in ~ appointed day shall contain the particulars specified in section 35

accounts, below of—
{@) any transaction or arrangement of a kind descrihed in
section 49 ahove entered into by the company or by a
suhsidiary of the company for a person who at any time
during the relevant period was a director of the company
or was connected with such a director ;

{b} an agreement hy the company or hy a suhsidiary of the
company to enter into any such transaction or arrange-
ment for a person who at any time during the relevant
period was a director of the company or was connected
with such a director ; and

{c} any other transaction or arrangement with the company
or with a suhsidiary of the company in which a person
who at any time during the relevant period was a
director of the company had, directly or indirectly, a
raaterial interest.

{2) Suhject as aforesaid, accounts so prepared hy any company
other than a holding company in respect of a financial year {the
“relevant peried ) ending on or after the appointed day shall
contain the particulars specified in section 55 helow of-—

(@) any transaction or arrangement of a kind descrihed in
section. 49 above entered into by the company for a
person who at any time during the relevant period was
a director of the company or of its holding company
or was connected with such a director;

(b} an agreement hy the company to enter inte any such

transaction or arrangement for a person who at any
time during the relevant period was a director of the
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company or of its holding company or was connected
with such a director ; and

{c} any other transaction or arrangement with the company
in which a person who at any time during the relevant
period was a director of the company or of its holding
company had, directly or indirectly, a material interest,

{3} Where by virtue of section 150{2) of the 1948 Act a
company does not produce group accounts in relation to any
financial year, subsection {1} above shall have effect in relation
to the company and that financial year as if the word * group ”
were omitted.

{4} For the purposes of subsections {1}{¢) and (2}{c} above—

(@} a transaction or arrangement between a company and
a director of the company or of its holding company
or a person connected with such a director shall (f
it would not otherwise be s0 treated) be treated as a
transaction, arrangement or agreement in which that
director is interested ; and

(b} an interest in such a transaction or arrangement is not
material if in the opinion of the majority of the direc-
tors {other than that director} of the company which
is preparing the accounts in question it is not material
(but without prejudice to the question whether or not
such an interest is material in any case where those
directors have not considered the matter).

(5) Subsections (1) and (2) above do not apply, for the pur-
poses of any accounts prepared by any company which is, or is
the holding company of, a recognised bank, in relation to a
transaction or arrangement of a kind described in section 49
above, or an agreement fo epter into such a transaction or
arrapgement, to which that recognised bank is a party.

(6) Subsections (1} and (2) above do not apply in relation
to the following transactions, arrangements and agreements—

(@) a transaction, arrangement or agreement between one
company and another in which a director of the first
or of its subsidiary or holding company is interested
only by virtue of his being a director of the other;

(h) a contract of service between a company and one of its
directors or a director of its holding company ;

() a transaction, arrangement or agreement which was
not entered into during the relevant period for the
accounts in question or which did not subsist at any
time during that period ;

{d) a transaction, arrangement or agreement which was
made before the appointed day and which does not
subsist on or after that day.

C4

Part IV

67



68 c.22 Companies Act 1980

Part IV (7} Subsections (1} and (2) above apply whether or not—

{a) the transaction or arrangement was prohibited by se
tion 49 above ;

(b the person for whom it was made was a director of th
company or was connected with a director of the con
pany at the time it was made ;

{c) in the case of a fransaction or arrangement made by
company which at any time during a relevant perio
is a subsidiary of another company, it was a subsidiar
of that other company at the time the transaction ¢
arrangement was made.

Particulars 55.—(1) The particulars of a transaction, arrangement ¢
;eq}l!f?dé“é agreement wbich are required by section 54 to be included i
¢ IheGe the annual accounts prepared hy a company are particulat

in accounts P .

by s.t54. of the principal terms of the transaction, arrangement or agrex
ment and (without prejudice to the generality of the foregoin
provision}—

(@) a statement of the fact either that the transactior
arrangement or agreement was made or subsisted, 2
the case may he, during the financial year in respec
of which those accounts are made up ;

(b} the name of the person for whom it was made, an
where that person is or was connected with a directc
of the company or of its holding company, the nam
of that director;

{c) in any case where subsection {(1{c) or (2Me) of sectio
54 appiies, the name of the director with the materic
interest and the nature of that interest ;

{d) in the case of a loan or an agreement for a loan or a
arrangement within section 49(3) or {4) zhove relatin
to a loan-—

() the amount of the Hability of the person {
whom the loan was or was agreed fo be made, i
respect of principal and interest, at the beginnin
and at the end of that period ;

(i) the maximum amount of that Hability durip
that period ;

(iii} the amount of any interest which, havin
fallen due, has not been paid ; and

(iv) the amount of any provision (within the meai
ing of Schedule 8 to the 1948 Act) made in respe
of any failure or anticipated failure hy the borrow:
to repay the whole or part of the loan or to pa
the whole or part of any interest thereon
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{e) in the case of a guaraniee or security or an arrange-  Part IV
ment within section 49(3) above relating to a guaraniee
or security—

(i) the amount for which the company (or its
subsidiary) was liahle under the guarantee or in
respect of the security both at the beginning and at
the end of the financial year in question ;

{ii) the maximum amount for which the company
(or its subsidiary) may hecome so liahle; and

(i) any amount paid and any Hability incurred
by the company {or its subsidiary) for the purpose
of fulfilling the guarantee or discharging the security
{including any loss incurred by reason of the enforce-
ment of the guarantee or security) ; and

{f) in the case of any other transaction, arrangement or
agreement, the value of the transaction or arrangement,
or, as the case may be, the value of the transaction
or arrangement to which the agreement relates.

56.—{1) This section applies in relation to the following paricutars
classes of transactions, arrangements and agrecments— of amounis

- . outstandin;
(@) loans, guarantees and securities relating to loans, t(? beincllu%ed

arrangements of a kind described in subsection (3} Or in accounts.
{4) of section 49 relating to loans and agreements to

enter into any of the foregoing transactions and
arrangements ;

{b) quasi-loans, guarantees and securities relating to quasi-
ioans, arrangements of a kind described in the said
subsection (3) or {4) relating to quasi-loans and agree-
ments to enter into any of the foregoing transactions
and agreements ;

{¢) credit transactions, guarantees and securities relating to
credit transactions, arrangements of & kind described in
the said subsection (3} or {4) relating to credit trans-
actions and agreements to enter into any of the foregoing
transactions and arrangements.

{2) The group accounts of a holding company and the
accounts of any other company prepared in accordance with the
requirements of section 1 of the 1976 Act in respect of a finan-
cial year (the “ relevant period ) ending on or after the appointed
day, shall contain a statement in relation to tramsactions,
arrangements and agreements made by the company and, in
the case of a holding company, by a subsidiary of the company
for persons who at any time during the relevant period were
officers of the company thut not directors) of the aggregate
amounts outstanding at the end of the relevant period under
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transactions, arrangements and agreements within paragrapb
{3, (b and (¢} respectively of subsection (1) above, and th
numbers of officers for whom the transactions, arrangement
andd agreements falling within each of those paragraphs wer
made.

(3) Subsection (2) above shall not apply in relation to an
fransaction, arrangement or agreement made by a recognise
bank for any of its officers or for any of the officers of it
holding company.

4) The group accounts of a company which is, or is the hold
ing company of, a recognised bank, and tbe accounts of am
other company which is a recognised bank, prepared in accos
dance with the requirements of section 1 of the 1976 Act 1
respect of a financial year (the “ relevant period ™) ending on o
after the appointed day, shall confain a statement in relation «
transactions, arrangements and agreements made by the compan)
preparing the accounts, if it is a recognised bank, and (in the cas
of a holding company) by any of its subsidiaries which is :
recognised bank, for persons who at any time during the relevan
period were directors of the company or were connected with :
director of the company, of the aggregate amounts outstanding
at the end of the relevant period under transactions, arrange
ments and agreements within paragraphs (g), (5 and (¢ respec
tively of subsection (1) above, and the numbers of persons fo
whom the transactions, arrangements and agreements falling
within each of those paragraphs were made.

(5) For the purposes of the application of subsection (4) abow
in relation to loans and quasi-loans made by a company i
persons connected with a person who at any time is a director o
the company or of its holding company, a company wbich :
person does not control is not connected with him.

(6) Where by virtue of section 150(2) of the 1948 Act a com
pany does not produce group accounts in relation to any finan
cial year, subsections (2) and (4) above shall have effect 11
relation to the company and that financial year as if the wont
“ group ” were omitted.

(7} Subsections (2} and (4) above do not apply in relation tc
a transaction, arrangement or agreement which was made befor:
the appointed day and which does not subsist on or after that day

(8) For the purposes of this section, “ amount outstanding’
means the amount of the outstanding labilities of the person fo
whom the transaction, arrangement or agreement in questior
was made, or, in the case of a gnarantee or security, the amoun!
guaranteed or secured.
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57.—(1) Subject to section 58 below, a company which is,or s ParTIV
the holding company of, a recognised bank shall maintain a Further
register containing a copy of every transaction, arrangement or provisions
agreement of which particulars would, but for subsection (5) of 1;253‘?1?5;3
section 54 above be required by subsection (D) or (2) of that bankgs.
section to be disclosed in the company’s accounts or grosp
accounts for the current financial vear and for each of the
preceding ten financial years or, if such a transaction or arrange-
ment is pot in writing, a written memorandum setting out its
terms.

{2) Subject to section 58 below, a company which is, or is the
holding company of, a recognised bank shall before its annual
general meeting make available, at the registered office of the
company for not less than the period of 15 days ending with the
date of the meeting, for inspection by members of the company a
statement containing the particulars of transactions, arrange-
ments and agreements which the company would, but for sub-
section (5) of section 34 above, be required by subsection (1) or
(2) of that section to disclose in ifs accounts or group accounts
for the last complete financial year preceding that meeting, and
such a statement shall also be made available for inspection by
the members at the annual general meeting.

{3) It shall be the duty of the auditors of the company to ex-
amine any such statement before it is made available to the mem-
bers of the company in accordance with subsection {2) above
and to make a report to the members on that statement ; and

the report shail be annexed to the statement before it is made
g0 available.

@) A report under subsection (3) above shali state whether
in the opinion of the auditors the statement copntains the par-
ticulars required by subsection (2) above and, where their opinion
is that it does not, they shali inciude in the report, so far as
they are reasonably able to do so, a statement giving the
required particulars,

(5) Subsection (2} above shall not apply in relation to a recog-
nised bank which is for the purposes of section 150 of the 1948
Act the wholly-owned subsidiary of a company incorporated in
the United Kingdom.

(6) Where a company fails to comply with subsection (1) or (2}
above, every person who at the time of that failure is a director
of the company shali be guilty of an offence and Hable op
conviction on indictment to a fine and on summary conviction
to a fine not exceeding the statutory maximum,.

(7} It shall be a defence in proceedings against a person for an
offence under subsection (6} above for him to prove that he took
all reasonable steps for securing compiiance with subsection (1}
or (2) above, as the case may be.
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(8) For the purposes of the application of this section
relation to loans and quasi-loans made hy & company to perso
connected with a person who at any time is a director of ]
company or of its holding company, a company which a pers«
does not contrel is not connected with him.

58.—(1) Subsections (1) and (2} of section 54 above do n
apply, in relation to the accounts prepared hy a company :
respect of a relevant period, to transactions of the kind me
tioned in subsection (2) below which are made by the compar
or hy a subsidiary of the company for a person wbo at ar
time during the relevant period was a director of the compar
or of its holding company or was connected with such a directo
if the aggregate of the values of each trapsaction, arrangeme:
or agreement so made for that director or any person connecte
with him, less the amount (f any) hy which the liahilities «
the persen for whom the transaction or arrangement was rmac
has heen reduced, did not at any time during the relevant peric
exceed £5,000.

{2} The said transactions are—

(@) credit {ransactions ;
(b) guarantees provided or securities entered into in co
nection with credit {ransactions ;

(¢} arrangements within subsection {3} or (4) of sectio
49 above relating to credit transactions ;

{dh) agreements to enter into credit transactions.

(3) Suhsections (D{(c} and (ZHc) of section 54 above do
apply, in relation to the accounts prepared hy a company i
respect of a relevant period, to any transaction Or arrangemel
made hy the company or hy a subsidiary of the company for
person who at any time during the relevant period was a directc
of the company or of its holding company or was connecte
with such a director, if the aggregate of the values of eac
transaction or arrangement within the said suhsection {IH¢) «
(2¥c), as the case may be, so made for that director or an
person connected with him, less the amount (f any} by whic
the liabilities of the person for whom the fransaction or arrang
ment was made bas heen reduced, did not at any time durin
the relevant period exceed £1,000 or, if more, did not excee
£5,000 or one per cent. of the value of the net assets of the con
pany which is preparing the accounts in question as at the en
of the relevant period for those accounts, whichever is the les

@) Section 57 above does not apply in relation to fransactior
or arrangements made or suhsisting during a relevant period b
a company or by a suhsidiary of a company for a person wh
at any time during that period was a director of the compan
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or of its holding company or was connected with such a director,  ParrIV
or to any agreement made or suhsisting during that period to

enter into such a transaction or arrangement, if the aggregate

of the values of each transaction or arrangement made for that

person and of each agreement for such a transaction or arrange-

ment, less the amount Gf any) hy which the value of those trans-

actions, arrangements and agreements has heen reduced, did not

exceed £1,000 at any time during the relevant period.

59, If in the case of any group or other accounts of a com-Duty of
pany the requirements of section 54 or 56 above are not com- ggg:“ﬁ 05}
plied with, it shall be the duty of the auditors of the company goo o o
by whom the accounts are examined to include in their report g 54 or 56.
on the balance sheet of the company, so far as they are reason-

ably able to do so, a statement giving the required particulars,

60.—(1) Any reference in section 199 of the 1948 Act {(disclo- Disclosure by
sute hy a director of a company of his interest in a contract with S“m“’trs."f
the company) to a contract shall be construed as including a ggﬁ{fg‘é;%tc_
reference to any transaction or arrangement (whether or not ’
constituting a contract) made or entered into on or after the
appointed day.

{2} For the purposes of the said section 199, a transaction or
arrangement of a kind described in section 49 above made hy a
company for a director of the company or a person connected
with such a director shall, if it would not otherwise he so treated
{and whether or not prohibited hy that sectionj, he treated as a
transaction or arrangement in which that director is interested.

61—(1) In subsection (1) of section 26 of the 1967 Act Extension
{disclosure of director’s service contract with company) the ‘fg 65;! ffcg’f
following paragraph shall he inserted after paragraph (b)— '

“{c) in the case of each director who is employed under a
contract of service with a suhsidiary of the company, a
copy of that contract or, if it is not in writing, a written
memorandum setting out the terms of that confract;”

(2} The following suhsection shall be inserted after subsection
{3} of that section—

“{3A) Subsection (I} ahove shall not apply in relation to
a director’s contract of service with the company or with a
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subsidiary of the company if that contract required him to
work wholly or mainly outside the United Kingdom, but the
company shall keep a memorandum—

{a) in the case of a conftract of service with the com-
pany, setting out the name of the director and the
provisions of the contract relating to its duration;

(b} in the case of a contract of service with a subsidiary
of the company, setting out the name of the direc-
tor, the name and place of incorporation of the
subsidiary and the provisions of the contract refat-
ing to its duration,

at the same place as copies and the memorandums are kept
by the company in pursuance of subsection (1) above.”.

{3) Each reference in subsections (4), (5} and (7} of that section
to subsection (1) shall be construed as including a reference to
subsection (3A) of that section ; the reference in subsection (7) of
that section to a contract of service with a company shall be
construed as including a contract of service with a subsidiary of
a company ; and in subsection {(8) of that section, paragraph {(a)
shall cease to have effect.

Supplementai

62.—(1) The Secretary of State may by order made by statu-
tory instrument substitute for any sum of money specified in this
Part of this Act a larger sum specified in the order.

(2) An order under this section shall be subject to annufment
in pursuance of a resolution of either House of Parliament. -

{3) An order under this section shall not have effect in rela-
tion to anything done or not done before the coming into force
of the order and, accordingly, proceedings in respect of any lia-
bility twhether ¢ivii or ¢riminal) incurred before that time may be
continued or instituted as if the order had not been made.

63.—(1) Subject to subsections (2) and (5) below, a person in
accordance with whose directions or instructions the directors
of a company are accustomed to act ( a shadow director ) shall
be treated for the purposes of this Part of this Act as a director
of the company unless the directors are accustomed so to act
by reason only that they do so on advice given by him in a
professional capacity.

2y A shadow director shall not be guiity of an offence under
section 57(6) above by virtue only of subsection (1} above,

(3} Section 199 of the 1948 Act (disclosure by a director of a
company of his interests in a contract, transaction or arrange-
ment with the company) shall apply in relation to a shadow
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director of a company as it applies in relation to a director of a
company, except that the shadow director shall declare his in-
terest, not at a meeting of the directors, hut by a notice in writ-
ing to the directors which is either—

{@) a specific notice given before the date of the meeting at
which, if he had heen a director, the declaration would
be required hy suhsection (2) of that section to be made ;
or

{b) a notice which under subsection (3} of that section
{(general notices) falls to he treated as a sufficient
declaration of that interest or would fall to be so treated
apart from the proviso ;

and section 145 of that Act {minutes of proceedings of meetings)
shall have effect as if the declaration had been made at the
meeting in question and had accordingly formed part of the
proceedings at that meeting.

{4} A shadow director of a company shall be treated for the
purposes of section 26 of the 1967 Act (directors’ service
contracts, etc., to he open to inspeciion by a company’s
members) as a director of the company.

{5} A body corporate shall not be treated as the director of
any of its subsidiary companies by reason only of subsection (I}
above.

64,
connected with a director of a company if, hut only if, he is—

(a) that director’s spouse, child or step-child ; or

(b) except where the context otherwise requires, a hody
corporate with which the director is associated ; or

(¢} a person acting in his capacity as the trustee (other than
as trustee under an employees’ share scheme or a
pension scheme) of any trust the beneficiaries of
which include the director, his spouse or any of his
children or step-children or a body corporate with
which he is associated or the terms of which confer a
power on the trustees that may he exercised for the
benefit of the director, his spouse or any of his children
or step-children or any such body corporate ; or,

{d) a person acting in his capacity as partner of that director
or of any person who, by virtue of paragraph (@), (&
or (¢} ahove, is connected with that director,

unless that person is also a director of the company.

{2} In subsection (1) ahove a reference to the child or step-
child of any person includes a reference to any illegitimate child
of that person, but does not include a reference to any person
who has attained the age of 18 years.

ParT IV

(1) For the purposes of this Part of this Act, a person is Copnected
DT30S,
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ParT 1V {3} For the purposes of this Part of this Act—

{a) a director of a company is associated with a hody c«
porate if, hut only if, he and the persons connected wi
him, together, are interested in shares comprised
the equity share capital of that hody corporate of
nominal value equal to at least one-fifth of that sha
capital or are entitled to exercise or control the exe
cise of more than one-fifth of the voting power at a
general meeting of that hody ; and

() a director of a company shall be deemed fo control
body corporate if, hut only if—

(1) he or a person connected with him is interests
in any part of the equity share capital of that boc
or is entitled to exercise or control the exercise
anry part of the voling power at any general meetiz
of that body ; and

(i} that director. the persons connected with hi
and the other directors of that company, togethe
are interested in more than one-half{ of that sha
capital or are entitied to exercise or control ti
exercise of more than one-half of that voting power.

For the purposes of this subsection, a hody corporate wi
which a director is associgted and a trustee of a trust tl
beneficiary of which is or may be such a body corporate shs
be regarded as if they were not connected with that director.

(4} The rules set out in section 28 of the 1967 Act (intere
in shares) shall have effect for the purposes of suhsection {
ahove with the substitution of the words “ more than one-half
for the words “ one-third or more ™ in subsection {3){5) of th
section ; and in subsection (3) above—

{@) “equity share capital” has the same meaning as
section 154 of the 1948 Act; and

{b) references to voting power the exercise of which
controlled by a director shall, without prejudice to t]
other provisions of that suhsection, include referenc
to voting power the exercise of which is controlled 1
a body corporate controlled hy that director.

Literpretation 65.—(1} In this Part of this Act—

of Part IV, “ guarantee ™ includes indemnity, and cognate expressio:
shall he construed accordingly ;

“ money-lending company ” means a company the ordina
husiness of which includes the making of loans «
guasi-loans or the giving of guarantees in connectic
with loans or quasi-loans;
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“ recognised bank ” means a company which is recognised  Parv IV
as a bank for the purposes of the Banking Act 19791979 c. 37.

“ relevant company >’ means any company which—
{a) is not a private company ; or

(b is a subsidiary of a company which either is
itself not a private company or has another subsidiary
which is not a private company ; or

(¢} has a subsidiary which is not a private
company ;
“services ” means anything other than goods or land.

(2) For the purposes of this Part of this Act—

(@) a quasi-loan is a transaction under which one party
(“ the creditor ™) agrees to pay, or pays otherwise than
in pursuance of an agreement, a sum for another ( the
borrower ), or agrees to reimburse, or reimburses
otherwise than in pursuance of an agreement, expen-
diture incurred by another party for another (*the
borrower ")—

() on terms that the borrower {or a person on his
behalf) will reimburse the creditor ; or

(i} in circumstances giving rise to a Hability on the
borrower to reimburse the creditor ;

(b) any reference to the person to whom a quasi-loan is
made is a reference to the borrower ; and

(o) the liabilities of a borrower under a quasi-loan include
the liabilities of any person who has agreed to reimburse
the creditor on behalf of the borrower.

(3} For the purposes of this Part of this Act, a credit trans-
action is a transaction under which one party (“the credi-
tor ),—

(@) supplies any goods or sells any land under a hire-
purchase agreement or conditional sale agreement ;

(b} leases or hires any land or goods in return for periodical
payments ;

{c} otherwise disposes of land or supplies goods or services
on the understanding that payment (whether in a lump
sum or instalments or by way of periodical payments
or otherwise) is to be deferred.

(4) For the purposes of this Part of this Act, the value of a
transaction or arrangement is—

{a) in the case of a loan, the principal of the loan :
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Part IV (b) in the case of a gquasi-loan, the amount, or maximum
amount, which the person to whom the quasi-loan is
made is Hable to reimburse the creditor ;

{3 in the case of a transaction or arrangement, other than
a loan or quasiloan or a transaction or arrangement
within paragraph (d} or (e} below, the price which it is
reasonable to expect could be obtained for the goods,
land or services to which the transaction or arrange
ment relates if they had been supplied at the time the
transaction or arrangement is eptered into in the
ordinary course of business and on the same terms
(apart from price) as they have been supplied or are
to be supplied under the transaction or arrangement
in guestion ;

(d) in the case of a guarantee or security, the amount guaran-
teed or secured ;

(e} in the case of an arrangement to which subsection (3
or (4} of section 49 above applies, the value of the trans-
action to which the arrangement relates less any
amount by which the liabilities under the arrangement
or transaction of the person for whom the transaction
was made have been reduced.

(5) For the purposes of subsection (4) above, the value of a
transaction or arrangement which is not capable of being
expressed as a specific sum of money (because the amount of
any lability arising under the transaction is unascertainable, or
for any other reason) shall, whether or not any liability under
the transaction has been reduced, be deemed to exceed £50,000.

(6) For the purposes of this Part of this Act, a transaction or
arrangement is made for a person if—

(@) in the case of a loan or guasi-foan, it is made to him ;

(b} in the case of a credit transaction, he is the person {0
whom goods or services are suppilied, or land is sold
or otherwise disposed of, under the transaction ;

(c} in the case of a guarantee or security, it is entered into
or provided in connection with a loan or quasi-loan
made to him or a credit transaction made for him ;

(h in the case of an arrangement within subsection (3) or
(4) of section 49 above, the transactiom to which the
arrangement relates was made for him ; and

(&) in the case of any other transactiorn or arrangement for
the supply or transfer of goods, land or services {or
any interest therein), he is the person to whom the
goods, land or services (or the interest) are supplied or
transferred.
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(7) This Part of the Act, except sections 54, 56 and 57, does
not apply to arrangements or transactions entered intc before the
appomnted day but, for the purposes of determining whether an
arrangement is one to which section 49 (3) or (4} applies, the
transaction to which the arrangement relates shall, if it was
entered into before the appointed day, be deemed to have been
entered into after that day.

{8) For the purposes of this Part of this Act it is immaterial
whether the law which (apart from this Act) governs any arrange-
ment or transaction is the law of the United Kingdom, or of a
part of the United Kingdom, or not.

66.
directors) shall cease to have effect.

(2) Section 197 of the 1948 Act {particulars in accounts of
loans o officers, ete.) and section 16(1)(c) of the 1967 Act (par-
ticulars in the director’s report of contracts in which a director
has a significant and material interest} shall, except--

(@} in relation to accounts and directors’ reports prepared
in respect of any fimancial year ending before the
appointed day ; and

(b in relation to accounts and directors’ reports prepared in
respect of the first financial year ending after the
appointed day but only in relation to Joans and con-
tracts entered into before the appointed day which
do not subsist on or after that day,

cease to have effect,

67.—Seclion 435 of and Schedule 14 to the 1948 Act {(which

Part IV

savings.

Application

79

(1) Section 190 of the 1948 Act (prohibition on loans t0 Consequential
repeals and

provide for the application of certain provisions of that Act to of ss, 34 10 38

unregistered companies) shall have effect as if sections 34 to 58

and 62 to 66 above were provisions of that Act and were included compantes,

among the provisions of that Act specified in that Schedule
which relate to accounts and audit; and the reference in the
last entry in column 3 of that Schedule to provisions applied
by virtue of the foregoing entries in that Schedule shall be
construed accordingly.

Part V
Insipar DEALING

and 62 10 66 to
unregistered

68.—(1} Subject to subsection (8) below, an individual who Prohibition on
is, or at any time in the preceding six months has been, know- stock exchange

ingly connected with a company shall not deal on a recognised
stock exchange in securities of that company if he has informa-
tion which—

{a} he holds by virtue of being connected with the company ;

deals by

insiders, efc.
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PART V {b) it would be reasonable to expect a person so connecie
and in the position by virtue of which he i3 so cor
nected not to disclose except for the proper perforn
ance of the functions attaching to that position ; am

(¢) he knows is unpublished price sensitive information &
relation to those securities.

{2) Subject to subsections (8) and (10} below, an individua
who is, or at any time in the preceding six months has beer
knowingly connected with a company shall not deal on a recog
nised stock exchange in securities of any other company if h
has information which—

(@ he holds by virtue of heing connected with the firs
company ;

{b) it would be reasonable to expect a person sO connecte
and in the position by virtue of which he is so cor
nected not to disclose except for the proper perform
ance of the functions attaching to that position ;

(&) he knows is unpublished price sensitive informatio;
in é‘elation to those securities of that other company
ai

{d) relates to any trapmsaction (actval or contemplatec
involving both the first company and that other con
pany or involving one of them and securities of th
other or to the fact that any such trapsaction is m
longer contemplated.

{3) Subject to subsections (8} and (10} below, where—

(@) any individual has information which he knowingl
obtained (directly or indirectly) from another individua
who is connected with a particular company, or wa
at any time in the six months preceding the obtainin
of the information so connected and who the forme
individual knows or has reasonable cause to heliev
held the information by virtue of being so connected
and

(b} the former individual knows or has reasonable caus
to believe that, because of the latter’s connection amn
position, it would be reasonable to expect him not
disclose the information except for the proper per
formance of the functions attaching to that position

then, the former individual-—

(i} shall not himseif deal on a recognised stock exchang
in securities of that company if he knows that th
information is unpublished price sensitive informatiol
in relation to those securities ; and

(i) shall not himself deal on a recognised stock exchang
in securities of any other company if he knows tha
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the information is unpublisbed price sensitive informa-
tion in relation to those securities and it relates to
any transaction {(actual or contemplated) involving the
first company and the other company or involving one
of them and securities of the otber or to the fact that
any sucb transaction is no longer contemplated.

{4) Subject to subsections (8) and (10) below, where an indivi-
dual is contemplating, or has contemplated, making, whether
with or without another persosn, a take-over offer for 2 company
in a particular capacity, that individual shall not deal on a
recognised stock exchange in securities of that company in
another capacity if he knows that information that the offer
is contemplated or is no longer contemplated is unpublished
price sensitive information in relation to those securities.

{5) Subject to subsections (8) and (10) below, where an indivi-
dual bas knowingly obtained (directly or indirectly), from an
individual to wbom subsection (4) above applies, information
that the offer referred to in subsection {4} is being contemplated
or is no longer contemplated, the former individual shall not
himself deal on a recognised stock exchange in securities of
that company if he knows that the information is unpublished
price sensitive information in relation to those securities.

{(6) Subject to subsections (8) and (10) below, an individual
who is for the titne being prohibited by any provision of this
section from dealing on a recognised stock exchange in any
securities shall not ¢ounsel or procure any otber person to deal
in those securities, knowing or baving reasonable cause to
believe that that person would deal in them on a recognised
stock exchange.

(7} Subject to subsections (8} and {10) below, an individual
who is for the time being prohibited as aforesaid from dealing
on a recognised stock exchange in any securities by reason of
his having any information, shall not communicate that informa-
tion to any other person if he knows or has reasonable cause
to believe that that or some other person will make use of
the information for the pwrpose of dealing, or of counselling
or procuring any other person to deal, on a recogmsed stock
exchange in those securities.

{8) The provisions of this section shall not prohibit an indivi-
dual by reason of his having any information from—

(@} doing any particular thing otherwise than with a view
to the making of a profit or the avoidance of a loss
(whether for himself or another person} by the use of
that information ;

(b} entering into a transaction in the course of the exercise
in good faith of his functions as liquidator, receiver or
trustee in bankrupfcy ; or

PART V
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{¢) doing any particular thing if the information—

{i} was obtained by him in the course of a busine
of a jobber in which he was engaged or employex
and

(i} was of a description which it would be reaso
able to expect him to obtain in the ordinary cour
of that business ;

and he does that thing in good faith in the course -
that business.

9y In subsection (8) above “jobber” means an individu:
parinership or company dealing in securities on a recoghist
stock exchange and recognised by the Council of the Sto
Exchange as carrying on the business of a jobber.

(10} An individual shali not, by reason only of having infc
mation relating to any particular transaction, be prohibited-

{@) by subsection (2), (3)ii), (4) or (5) above from dealn

on a recognised stock exchange in any securities ; or

(b by subsection (6} or (7) above from doing any oth
thing in relation to securities which he is prohibit
from dealing in by any of the provisions mentioned
paragraph (&) above ;

if he does that thing in order to facilitate the completion
carrying out of the transaction.

(11) Where a trustee or persomal representative, or, whe
a trustee or persomal represenfative is a body corporate, :
individual acting on behalf of that trustee or personal represeni
tive, who, apart from subsection (8}{a} above, would be m
hibited by this section from dealing, or counselling or procuris
any other person to deal, in any securities deals in those securitie
or counsels or procures any other person to deal in tbem, .
shall be presumed to have acted as mentioned in that paragraj
if he acted on the advice of a person who—

{(a} appeared 1o him to be an appropriate person from whe
to seek such advice ; and

() did not appear to him to be prohibited by this secti
from dealing in those securities.

(31

69.—(1) This section applies to any information which

{e) is held by a Crown servant or former Crown servant
virtue of his position or former position as a Crov
servant or is knowingly obtained by an individe
{directly or indirectly) from a Crown servant or form
Crown servant who he knows or has reasonable cau
to believe held the information by virtue of any su
position ; :
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b) it would be reasonable to expect an individual in the
position of the Crown servant or former position of
the former Crown servant not to disclose exeept for
the proper performance of the functions attaching to
that position ; and

{c) the individual holding it knows is unpublished price
sensitive information in relation to securities of a par-
ticular company (relevant securities).

{2} This section applies to a Crown servant or former Crown
servant holding information to which this section applies and
to any individual who knowingly obtained any such information
{directly or indirectly) from a Crown servant or former Crown
servant who that individual knows or has reasonable cause to
believe held the information by virtue of his position or former
position as a Crown servant,

{3) An individval to whom this section applies—

(@) shall not deal on a recognised stock exchange in any
relevant securities ;

(& shall not counsel or procure any other person to deal
in any such securities, knowing or having reasonable
cause to helieve that that other person would deal in
them on a recognised stock exchange; and

(¢} shall not communicate to any other person the informa-
tion held or, as the case may be, obtained by him as
mentioned in subsection (2} above if he knows or has
reasonable cause to believe that that or some other
person will make use of that information for the pur-
pose of dealing, or of counselling or procuring any
other person to deal, on a recognised stock exchange
inn any such securities.

(4) Section 65(8) and (11) above shall apply for the purposes
of this section as they apply for the purposes of that section.

{5} An individual shall not, by reason only of having informa-
tion relating to a particular transaction, be prohibited by any
provision of this section from doing anything i he does that
thing in order to facilitate the completion or carrying out of the
transaction.

70.
shall apply in relation to—
(@) dealing otherwise than on a recognised stock exchange
in the advertised securities of any company-—
) through an off-market dealer who is making
a market in those securities, in the knowledge that
he is an off-market dealer, that he is making a market
in those securities and that the securities are adver-
tised securities ; or

PaRT V

(1) Subject to section 71 below, sections 68 and 69 above Sg;gﬁt’kef

83
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PART V (if) as an off-market dealer who is making a marke
in those securities or as an officer, employee or agen
of such a dealer acting in the course of the dealer™
business ;

(b} counselling or procuring a person to deal in advertisec
securities in the knowledge or with reasonable caust
to believe that he would deal in them as mentionec
in paragraph {(a} above;

{c) communicating any information in the knowledge o
with reasonable cause to believe that it would be usec
for such dealing or for such counselling or procuring

as they apply in relation to dealing in securities on a recognisec
stock exchange and to counselling or procuring or commumni
cating any information in comnection with such dealing.

(2) An individual who, by reason of his having information
is for the time heing prohibited by any provision of section 6¢
or 69 above from dealing in any securitics shall not—

(@) counsel or procure any other person to deal in those
securities in the knowledge or with reasonable cause
to believe that that person would deal in the securities
outside Great Britain on any stock exchange othe
than a recognised stock exchange ; or

{b) communieate that information to any other person ir
the knowledge or with reasonable cause to believe
that that or some other person will make use of the
information for the purpose of dealing or of counselling
or procuring any other person to deal in the securities
outside Great Britain on any stock exchange othel
than a recognised stock exchange.

Sections 68(8) and {11) and 69(5) shall have effect as if any
reference therein to either of those sections included a reference
to this subsection.

{(3) In this section—

“advertised securities”, in relation to a particulal
occurrence, means listed securities or securities in
respect of which, not more than six months before that
occurrence, information indicating the prices at which
persons have dealt or were willing to deal in those
securities has been published for the purpose of faci.
litating deals in those securities ;

“ off-market dealer ” means a person who—

{a) holds a licence under section 3 of the Preven-
1958 c. 45. tion of Fraud (Investments) Act 1958 {(principals’ and
representatives’ licences for dealers in securities) ; or
(b} is a member of a recognised stock exchange or
recognised association of dealers in securities within
the meaning of that Act; or
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{c) is an exempted dealer within the meaning of
that Act.

{(4) For the purposes of this section an off-market dealer shall
be taken to deal in advertised securities if he deals in such
securities or acts as an intermediary in connection with deals
made hy other persons in such securities ; and references in this
section to such a dealer’s officer, employee or agent dealing in
such securities shall be construed accordingly.

{5) For those purposes an individual shall be taken to deal
through an off-market dealer if the latter is a party to the trans-
action, is an agent for either party to the transaction or is acting
as an intermediary in connection with the transaction.

Part 'V

83

T.—(1) Section 68 above shall not by virtae of section 70 [nternational

above prohibit an individual from doing anything in relation
to any debentare if—
{a) that thing is done by him in good faith in connection
with an international bond issue—

(i) not later than three months after the issue date,
or,

(1) in a case where the international hond issue is
not proceeded with, before the date on which it is
decided not to proceed with the issue,

and he is an issue manager for that issue or is an officer,
employee or agent of an issue manager for that issue:
or

(b he is or was an issue manager for an international bond
issue who is making a market in that debenture, or is
an officer, employee or agent of such an issue manager,
and that thing is done by him in good faith as a person
making a market in that debenture or as an officer,
employee or agent of such a person ;

and in either case the unpublished price sensitive information by
virtue of which section 68 would but for this section apply in
relation to that thing is information which he holds by virtue
of his being (or having been) such an issue manager or an officer,
employee or agent of such an issue manager, and is information
which is would he reasonahle to expect him to have ohtained as
an issue manager, or as such officer, employee or agent.

(2} In subsection (1} above——

“international hond issue ” means an issue of dehentures
of a company (the “ issuing company )

{m all of which are offered or to be offered hy an
off-market dealer to persons (whether principals or
agents) whose ordinary business includes the huying
or selling of debentures, and

onds,
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PART V (b) where the debentures are denominated

sterling, not less than 50 per cent. in nominal val
of the debentures are so offered to persons w
are neither citizens of the United Kingdom a
Colonies nor companies incorporated or otherw:
formed under the law of any part of the Unit
Kingdom ;

* issue date” means the date on which the first of the

debentures is issued by the issuing company ; and

“ issue manager ” means—

(@) an off-market dealer acting as an agent of 1
issuing company for the purposes of an internatior
bond issue ; or

{b) where the issuing company issues or propo
to issue the debentures o an off-market dealer unc
an arrangement in pursuance of which he is to s
the debentures fo other persons, that offmarl
dealers.

Contravention  72.—(1) An individual who contravenes the provisions
of s3. 68 and  gection 68 or 69 ahove shall be liahle—
69. {@) on conviction on indictment to imprisonment for a te
not exceeding two years or a fine, or both ; and
(b} on summary conviction to imprisonment for a term 1
exceeding six months or a fine not exceeding 1
statptory maximum, or both.

(2) Proceedings for an offence under this section shall rot
instituted in England and Wales except by the Secretary
State or by, or with the consent of, the Director of Pub
Prosecutions.

(3) No transaction shail be void or voidable by reason o1
that it was entered into in contravention of section 68 or

above.
Interpretation  73,—(1)} For the purposes of this Part of this Act, an individ
of Part V. is connected with a company if, but only if,—
{a} he is a director of that company or a related compan
or

(b} he occupies a position as an officer (other than direct
or employee of that company or a related company
a position involving a professional or business relatic
ship between himseif {or his employer or a2 compa
of which he is a director) and the first company o
related company which in either case may reasona
he expected to give him access to information whi
in relation to securities of either company, is usp
lished price sensitive information, and which it wo
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be reasonable to expect a person in his position not to
disciose except for the proper performance of his
functions.

(2) Any reference in this Part of this Act to unpublished
price sensitive information in relation to any securities of any
company is a reference to information which-—

(@) relates to specific matters relating or of concern (directly
or indirectly) to that company, that is o say, is not of
a general nature relating or of concern to that com-
pany ; and

(b) 18 not generally known to those persons who are
accustomed or would be likely to deal in those
securities but which would if it were generally known
to them be likely materiaily to affect the price of those
securities.

3} For the purposes of this Part of this Act a person deals in
securities if {(whether as principal or agent) he buys or sells or
agrees to buy or sell any securities ; and references in this Part
of this Act to dealing in securities on a recognised stock
exchange shall include references to dealing in securities through
an investment exchange.

{(4) For the purposes of this Part of this Act, an off-market
dealer shall be taken to make a market in any securities if in the
course of his business as an off-market dealer he hoids himself
out both to prospective buyers and to prospective sellers of
those securities (other than particular buyers or seilers) as willing
to deal in them otherwise than on a recognised stock exchange.

(5} In this Part of this Act, except where the context other-
wise requires—

“company”™ means any company, whether a company
within the meaning of the 1948 Act or not ;

* Crown servant” means an individual who holds office
under, or is employed by, the Crown ;

“ debenture ” has the same meaning in relation to com-
panies which were not mcorporated under the 1948
Act as it has in relation to companies which were so
incorporated ;

“investmeni exchange” means an organisation maintain-
ing a system whereby an offer to deal in securities
made by a subscriber to the organisation is commu-
nicated, without his identity being revealed, to other
subscribers to the organisation, and whereby any
acceptance of that offer by any of those other sub-
scribers is recorded and confirmed ;

“listed securities ”, ip relation to a company, means any
securities of the company listed on a recognised stock
exchange ;

PART V
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Part vV “related company 7, in relation to any compapy, mea
any body corporate which is that company’s su
sidiary or holding company, or a subsidiary of th
company’s holding company ;

* securities ” means listed securities and, in the case of
company within the meaning of the 1948 Act or
company registered under Part VIII of that Act
an unregistered company, the following securities {ev
if they are pot listed securities), that is to say, a
shares, any debentures or any right to suhscribe £
call for or make delivery of a share or debenture ;

‘“ share ” has the same meaning in relation to compan
which were not incorporated under the 1948 Act
it has in relation to companies which were so ing
porated ;

* take-over offer for a company ” means an offer made
all the holders {or all the bolders other than the pers
making the offer and his nominees) of the shares
the company to acquire those sbares or a specified p)
portion of them, or to all the holders (or all the bold:
other than the person making the offer and his nomine
of a particular class of those shares to acquire the sha
of that ¢lass or a specified proportion of them ; and

“ unregistered company” means any body corporate
which the provisions specified in Scbedule 14 to t
1948 Act apply hy virtue of section 435 of that &
(application of provisions to unregistered companic

Part VI
MISCELLANEOUS AND (GENERAL
Interests of employees and members

Power of 74.—(1) The powers of a company sball, if they would
gompany o ptherwise do o, be deemed to include power to make the follo
?ﬁ?&;ﬁw‘;‘m ing provision for the benefit of persons employed or forme:
cessation or  employed hy the company or any of its suhsidiaries, that is
transfer of say, provision in connection with the cessation or the trans
business. to any person of the whole or part of the undertaking of 1}

company or that suhsidiary.

{(2) The power conferred by subsection (1) ahove to make a
such provision may be exercised notwitbstanding that its ex
cise is not in the best interests of the company.

(3) The power which a company may exercise hy virtue o1
of subsection (1) above shall only be exercised hy the compa
if sanctioned-

(@) in a case not falling within paragraph (b} or {c) belo
by an ordinary resolution of the company ; or
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(b if so authorised by the memorandum or articles, a
resolution of the directors; or

{¢) if the memorandum or articles require the exercise of the
power to he sanctioned hy a resolution of the company
of some other description for which more than a simple
majority of the members voting is necessary, with the
sanction of a resolution of that description ;

and in any case after compliance with any other requirements of
the memorandum or articles applicable to its exercise.

{4} On the winding up of a company {whether by the court or
a voluntary winding up) the liguidator may, suhject in the case
" of a winding up hy the court to section 245(3) of the 1948 Act
as applied hy subsection (7} below, make any payment which the
company has, hefore the commencement of the winding up,
decided to make under subsection (3) above.

(3) The power which a company may exercise hy virtue only
of subsection (1) ahove may he exercised by the liguidator after
the winding up of the company has commenced if, after the
company’s hahilities have been fully satisfied and provision has
been made for the costs of the winding up, the exercise of that
power has been sanctioned hy such a resolution of the company
as would be required of the company itself by subsection (3)
above before that commencement if paragraph (b) of that sub-
section were omitted and any other requirement applicable to
its exercise by the company has been met.

{6) Any payment which may be made hy a company under
this section may-—

(@) in the case of a payment made before the commence-
ment of any winding up of the company, be made out
of profits of the company which are available for
dividend ; and

b} in the case of any other payment, be made out of the
assets of the company which are availahle to the
memhers on its winding up.

(7} On a winding up by the court section 245(3) of the 1948
Act (powers of the lquidator to be subject to the control of
the court on winding up by the court) shall apply to the exercise
by the liquidator of his powers under subsection (4) or (5) above
as it applies to the exercise of his powers under that section.

(8) Suhsections (4) and (5) ahove shall have effect notwith-
standing anything in any rule of law or in section 302 of the
1948 Act (property of company after satisfaction of Habilities
to be distributed among members).

ParT V
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75.—(1} Any member of a company may apply to the cou
hy petition for an order under this section on the ground th:
the affairs of the company are being or have been conducte
in a manner which is unfairly prejudicial to the interests «
some part of the members {including at least himself) or th
any actual or proposed act or omission of the company (b
cluding an act or omission on its behalf) is or would be ¢
prejudicial.

(2y H in the case of any company-—

(@) the Secretary of State has received a report under sectio
168 of the 1948 Act (inspectors’ reports) Or exercise
his powers under Part III of the 1967 Act or sectio
36(2) to {6} of the Imsurance Companies Act 197
(inspection of company’s books and papers); and
(b) it appears to him that the affairs of the company a
" being or have been conducted in a manner which
unfairly prejudicial to the interests of some part
the members or that any actual or proposed act or omi
sion of the company {including an act or omission on i
behalf) is or would be so prejudicial,
he may himself {in addition to or instead of presenting a petitio
for the winding-up of the company under section 35(1} of tt
1967 Act) apply to the court hy petition for an order under th
section.

(3) If the court is satisfied that a petition under this section
well founded it may make such order as it thinks fit for givin
relief in respect of the matters complained of.

(4} Without prejudice to the generality of subsection (3) ahov:
an order under this section may-—

{g) regulate the conduct of the company’s affairs in ik
future ;

(b} require the company to refrain from doing or continuir
an act complained of by the petitioner or to do an a
which the petitioner has complained it has omitted {
do;

{c} authorise civil proceedings to be hrought in the pam
and on behalf of the company by such person or persor
and on such terms as the court may direct ;

(d} provide for the purchase of the shares of any membes
of the company by other members or by the compan
itself and, in the case of a purchase hy the compan
@tse}lf, the reduction of the company’s capital accor
ingly.

(5} Where an order under this section requires the compan
not to make any, or any specified, alteration in the memorandu:
or articles then, notwithstanding anything in the Companies Act
the company shall not have power without the leave of the cow
to make any such alteration in breach of that requirement.
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{6) Any alteration in the memorandum or articles of the
company made by virtue of an order under this section shall
be of the same effect as if duly made by resolution of the
company and the provisions of the Companies Acts shall apply
to the memorandum or articles as so altered accordingly.

(7} An office copy of any order under this section altering,
or giving leave to alter, a company’s memorandum or articles
shali, within 14 days from the making of the order or such
longer period as the court may allow, be delivered by the com-
pany to the registrar of companies for registration; and if a
company makes default in complying with this subsection, the
company and every officer of the company who is in default
shall be liable on summary conviction to a fine not exceeding
one-fifth of the statutory maximum or, on cooviction after
continued contravention, a default fine not exceeding one-fiftieth
of the statutory maximum for every day until that copy is
delivered.

(8) In relation to a petition under this section, section 365 of
the 1948 Act {general rules for winding up} shall apply as it
applies in relation to a winding-up petition.

(9 This section shall apply to a person who is not a member
of a company but to whom shares in the company have been
transferred or transmitied by operation of law as it applies to
a member of the company, and references to a member or
members shall be construed accordingly.

{10) In subsections {2) to (9 above “company” means any
body corporate which is liable to be wound up under the 1948
Act.

{11} Section 210 of the 1948 Act and section 35(2) of the 1967
Act {which are superseded by this section} shall cease to have
effect except in relation to proceedings on a petition presented
before the appointed day.

Miscellaneous

PArRT VI
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76.—{1) A person who is not a public company or {(after the Trading under
end of the transitional period) is an old public company shall be misleading

guilty of an offence if he carries on any trade, profession or
business under a name which includes, as its last part, the words
“ public limited company ” or their equivalent in Welsh.

(2) A public company other than an old public company shall
be guilty of an offence if, in circumstances in which the fact that
it is a public company is likely to be material to any person,
it uses a name which may reasonably be expected to give the
impression that it is a private company. -

name, etc.
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{3) Where, within the re-registration period, an old publ
company applies to be reregistered under section § above as
public company, then—

{@ during the twelve months following the re-registratio
any provision of section 108(1)(}) or i) of the 1%«
Act {publication of name of company), and
(b} during the tbree years following the re-registratio
section 108{1¥a) of the 1948 Act or any provision
any other Act or subordinate instrument requiring
authorising the name of the company to be shown <
any document or other object,
shall apply as if any reference in that provision to the nan
of the company were a reference to a name which either 15 1
name or was its name before re-registration.

4 A person guilty of an offence under subsection {1} or {
above and, if that person is a company, any officer of the cor
pany who is in default sball be liable on summary conviction
a fine not exceeding one-fifth of the statutory maximum or, <
conviction after continued contravention, a default fine n
exceeding onefiftieth of the statutory maximum.

77. Where the name of a public company includes, as its la
part, the equivalent in Welsh of the words * public limite
company 7, the fact that the company is a public limite
company sball be stated in English and in legible cbaracters-

(@) in all prospectuses, bill beads, letter paper, notices ar
other official publications of the company ; and
() in a notice conspicuously displayed in every place i
wbich the company’s business is carried on ;
and if this section is contravened the company and every offic
of the company wbo is in default shall be liable on summa
conviction to a fine not exceeding one-fifth of the statutory max
mum or, on conviction after continued contravention, a defan
fine not exceeding one-fiftieth of the statutory maximum.

78.—(1) It is hereby declared that a company which by ar
of the provisions of the Companies Acts is either required ¢
entifled to include in its name, as its last part, any of the worc
specified in subsection (3) below, may, instead of those word
include in its name, as its last part, the abbreviation so specifie
as an alternative in relation to those words ; and any referenc
in those Acts to the name of a company or to the inclusic
of any of those words in the name of a company shall incluc
a reference to the name of the company including (in place «
any of the words so specified) the appropriate alternative, or {
the inclusion of the appropriate aliernative, as the case may b

(2) Any provision of those Acts requiring a company not {
include any of those words in its name also requires it not {
include in its name the abbreviation specified in subsection (
below as an alternative in refation to these words.
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(3} For the purposes of subsections (I} and (2} above— Parr VI

(@) the alternative of “ limited * is the abbreviation “1td.”;

{b) the alternative of “ public limited company” is the
abbreviation “ pl.c.”;

(c) the alternative of *“cyfyngedig” is the abbreviation
“cyf”: and

{(d) the alternative of “cowmni cyfyngedig cyhoeddus™ is
the abbreviation * c.c.c.”.

{4) For the purposes of this Act—
{@) the equivalent in Welsh of “ limited ” is * cyfyngedig > ;
{(b) the equivalent in Welsh of “company ” is *“ cwmnl ”;

{¢) the equivalent in Welsh of “and company™ is “a’r
cwmni ” ; and

() the equivalent in Welsh of “ public limited company ” is
“cwmni cyfyngedig cyhoeddus ™.

9.—(1) It shall be the duty of the directors of a public com- Qualifications
pany, to take ail reasonable steps to secure that the secretary of company
or each joint secretary of the company is a person who appears Secretaries.
to them to have the requisite knowledge and experience to dis-
charge the functions of secretary of the company and who—

{&#» on the appointed day held the office of secretary or
assistant or deputy secretary of the company ; or

(&) for at least three years of the five years immediately
preceding his appointment as secretary held the
office of secretary of a company other than a private
comipany ; or

{c} is a member of any of the bodies specified in subsection
(2) below ; or

{d) is a barrister, advocate or solicitor called or admitted in
any part of the United Kingdom ; or

{e) is a person who, by virtue of his holding or having held
any other position or his being a member of any other
body, appears to the directors to be capable of dis-
charging those functions.

{2} 'The bodies referred to in subsection (1Xc) above are

{a) the Institute of Chartered Accountants in England and
Wales ;

(&) the Institute of Chartered Accountants of Scotland ;

{c} the Association of Certified Accountants;

{d) the Institute of Chartered Accountants in Ireland :

(e} the Institute of Chartered Secretaries and Administra-
1015 ;

D
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{fi the Institute of Cost and Management Accountants ;

{g) the Chartered Institute of Public Finance and Accow
tancy.

80.—(1) Each of the enactments listed in column 1 ¢
Schedule 2 to this Act (being enactments under which penaltic
may be imposed in respect of the offences or other confraver
tions which are broadly described or the nature of which :
indicated in column 2 of that Schedule} shall have effect as if th
penalty which may be imposed under that enactment for th
offence in question on a conviction thereof described in colum
4 of that Schedule were the penalty shown in column 4 instea
of that shown in column 3 of that Schedule as the penalty whic
may be imposed on any conviction described in column 3 ; an
any offence punishable under any such enactment shall t
triable on indictment wbere the penalty sbown in column
may be imposed on conviction on indictment and shall be triab!
summarily where the penalty so sbown may be imposed o
summary conviction,

(2) Where any enactment to whicb this subsection applic
imposes lability to a default fine on conviction of an offenc
after continued contravention, tben, if after a person bas bee
summarily convicted of that offence the original contraventio
1s continued, he shali be liable on a second or subsequer
summary conviction of that offence to the fine specified in tt
enactment for each day on which the contravention is continue
instead of to the penalty which may be imposed on the fin
conviction of that offence.

(3} Subsection (2) above applics to any epactent containe
in the Companies Acts and to any enactment applying all th
provisions of the 1948 Act or section 440 of that Aect ¢
construed as one with that Act.

(4} Section 49¢1) of the 1967 Act (offences punishable with
fine to be triable only summarily) shall cease to have effect.

(5) The provisions of this section shall not apply to any offenc
committed before the appointed day ; and notbing in this sectio
shall authorise the bringing of any proceedings in respect of an
such offenice on or after that day if, but for this section, ¢k
latest time for bringing those proceedings would have bee
before that day.

81. In section 454(1) of the 1948 Act (power of Secretary «
State to alter or add to requirements of 1948 and 1967 Ac
relating to balance sheets and accounts) after the words “ grou
accounts ” there shail be inserted the words “and a report «
the directors of a company which is required by section 157 «
this Act to be attached to the company’s balance sheet ”.
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82, The following provisions of the 1948 Act shall cease t0  Part Vi
have effect, that is to say— Repeal of

{a) section 48 (prohibition of allotment in certain cases Srain {
unless statement in liew of prospectus is delivered to §oau®o® ©
the registrar) ;

{b) section 65 (power of company to pay interest out of
capital in certain cases);

{¢} section 109 {restrictions on commencement of husiness) ;

{d) section 130 (statutory meeting and statutory report) ;

{e) section 181 (restrictions on advertisement of directors);
and

{f) section 438 and Schedule 15 {(penalty for false state-
mentsh

83.—(1) The repeal by the Banking Act 1979 (the * 1979 Continued
Act ™) of the Protection of Depositors Act 1963 (the “ 1963 Act ™) application ‘Ef
shall not affect, and shall be deemed never to have affected, the B850 O
application of the following provisions of the 1963 Act to un- Depositors
exempted companies on and after the commencement of Parts Act 1963.

I and I of the 1979 Act, that is to say—
{m sections 6 to 17 ; and

(b} so far as relevant to the operation of those sections,
sections 5 and 22 to 27.

(2) In this section “ unexempted company ” means any com-
pany within the meaning of the 1963 Act which is not excepted
by section 2(1) of the 1979 Act from the prohibition on the
acceptance of deposits imposed by section 1 of the lafter Act.

General
84.—(1) The following provisions of the 1948 Act, that is to Application
say— of provisions
. of Companies
{@) section 428 (enforcement of duty of company to make Acts relating
returns to the registrar) ; to ex:fmt'c&
ment, e,

(b section 440(2) (officer in default) ;

(¢} section 444 (application of fines}; and

{(d} section 449 (power to enforce orders) ;
shall apply in relation to this Act as they apply in refation to
that Act.

(2) Subsections (2) to (5) of section 49 of the 1967 Act (sum-
mary proceedings) shall apply in relation to this Act as they
apply 1o relation to that Act.

(3) The criminal proceedings mentioned in section 111{Di{a)
of the 1967 Act (proceedings for the purpose of which the
Secretary of State may disclose information obtained by him



96

PART VI

The
authorised
minimum,

Application
of this Act
to certain
companies
not formed
ander the
1948 Act.

Interpretation.

c, 22 Companies Act 1980

under his powers of inspecting a company’s books and papers
shall include criminal proceedings pursuant to or arsing ou
of this Act.

85.—(1) In this Act “the authorised minimum” mear
£50,000, or such other sum as the Secretary of State may h
order made by statutory instrument specify instead.

(2} An order under this section which increases the authorise
minimum may—

(@) require any public company having an allotted shar
capital of which the nominal value is less than th
amount specified in the order as the authorise
minimum 1o increase that value to not less than the
amount or make an application to be reregistered a
a private company ;

{b) make, in connection with any such requiremen
provision for any of the matters for which provisio
is made hy any enactment in the Companies Act
relating to a company’s registration, re-registration ¢
change of name, to payment for any share comprise
in a company’s capital and to offers of shares in ¢
debentures of a company to the puhlic, includin
provision as to the consequences (whether in crimine
law or otherwise) of a fajlure to comply with an
requirement of the order; and

{c) contain such supplemental and transitional provisio
as the Secretary of State thinks appropriate, mak
different provision for different cases and, in particula;
provide for apy provision of the order to come int
operation on different days for different purposes.

{3) An order shall not be made under this section unless
draft of the order has been laid before Parliament and approve
by a resolution of each House of Parliament.

86. Part VII of the 1948 Act (which relates to companic
formed or registered under the former Acts there mentionec
and section 394 of that Act (which relates to companies nc
formed under that Act but registered under it} shall apply for th
purpose of the application of the provisions of this Act to suci
companies as aforesaid as they apply for the purpose of th
application thereto of the provisions of that Act.

87.—(1) In this Act, except so far as the context otherwis
requires,——
* accounting reference peried ” has the meaning given b
section 2 of the 1976 Act;
“appointed day” has the meaning given by section 90(
below



Companies Act 1980 c. 22

* the appropriate rate ”, in relation to interest, means five
per cent. per apnum or such other rate as may be
specified by order made by the Secretary of State by
statutory instrument ;

“ balance sheet date ™ in relation to a halance sheet, means
the date as at which the balance sheet was prepared ;

* called-up share capital », in relation to a company, means
so much of its share capital as equals the aggregate
amount of the calls made on its shares, whether or not
those calls have been paid, together with any share
capital paid up without being called and any share
capital to be paid on a specified future date under the
articles, the terms of allotment of the relevant shares or
any other arrangements for payment of those
shares, and ‘ uncalled share capital ” shail he con
strued accordingly ;

“ the Companies Acts ” means the enactments which under
section 90(2) below may be cited together as the Com-
panies Acts 1948 to 1980 ;

“ conditional sale agreement” has the same mieaning as in
the Consumer Credit Act 1974 ;

“ employees” share scheme ” means a scheme for encour-
aging or facilitating the holding of shares or debentures
in a company by or for the benefit of-

(@) the bona fide employees or former employees of the
company, the company’s suhsidiary or bholding
company or a subsidiary of the company’s holding
company ; or

(b} the wives, husbands, widows, widowers or child-

ren or step-children under the age of 18 of such
employees or former employees ;

“ hire-purchase agreement™ has the same meaning as in
the Consumer Credit Act 1974 ;

*the 1948 Act™, “the 1967 Act” and *“the 1976 Act™

Pary V|

1974 ¢. 39.

1974 ¢, 39.

mean the Companies Act 1948, the Companies Act 1948 c. 38,

1967 and the Companies Act 1976 respectively ;

“pon-cash asset ™ means any property or inferest in pro-
perty other than cash (inclading foreign currency);

“ old public company ” has the meaning given by section &
ahove ;

“ re-registration period ” has the meaning given by section
9 above ;

1967 ¢. 81,
1976 ¢. 69.

97
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Part VI “ the statutory maximum ” means.-
(@) in England and Wales the prescribed sum withi
1977 . 45. the meaning of section 28 of the Criminal Lay

Act 1977 (that is to say, £1,000 or another sun
fixed by order under section 61 of that Act t
take account of changes in the value of money)
and
(b)Y in Scotland, the prescrihed sum within the mear
ing of section 289B of the Criminal Procedur
1975 ¢. 21. {(Scotland) Act 1975 f{(that is to say £1,000 o
another sum fixed by order under section 2891
of that Act for that purpose) ;

* transitional period ” means the period of 18 months fron
the appointed day in question.

{2} In relation to an allotment of shares in a company, th
shares shall be taken for the purposes of the Companies Acts
be allotted when a person acquires the unconditional right t
be included in the company’s register of members in respec
of those shares.

{3) For the purposes of the Companies Acts—

(@) a share in a company shall be taken to have been pak
up f{as to its nominal value or any premiom on i
in cash or allotted for cash if the consideration fo
the allotment or the payment up is cash received b
the company or is a cheque received by the compan
in good faith which the directors have no reason fo
suspecting will not he paid or is the release of ¢
Hability of the company for a liquidated sum or is a
undertaking to pay cash to the company at a futun
date ; and

(b} in relation to the allotment or payment up of any share
in a company, references in the Companies Acts, excep
in section 17 of this Act, to consideration other thas
cash and to the payment up of shares and premium
on shares otherwise than in cash include references i«
the payment of, or an undertaking to pay, cash to am
person other than the company ;

and for the purposes of determining whether a share is or is «
be allotted for cash or paid up in cash, ““ cash ” includes foreig
CUrTency.

(4) For the purposes of this Act—

(@) any reference to a halance sheet or to a profit and los:
account shall include a reference to any notes thereor
or document annexed thereto giving information whicl
is required hy the Companies Acts and is thereh;
allowed to be so given ;



Companies Act 1980 c. 22

(b} any reference to the transfer or acquisition of a non<cash
asset includes a reference fo the creation or extmction
of an estate or interest in, or a right over, any property
and also a reference to the discharge of any person’s
liahility, other than a liability for a liquidated sum ; and

{c) the net assets of a company are the aggregate of its
assets Iess the aggregate of its liahilities ;
and in paragraph {c) above * liahilities ™ includes any provision
{(within the meaning of Schedule 8 to the 1948 Act) except to the
extent that that provision is taken into account in calculating
the value of any asset of the company.

{5y Expressions used in this Act and the 1948 Act have the
same meanings in this Act as they have in that Act.

(6 Any order under this section specifying a rate of interest
shall be subject to annulment in pursuance of a resolution of
either House of Parliament.

(7} Any reference in the Companies Acts 1948 fo 1976 or any
Act passed hefore this Act to an enactment which is amended
hy this Act shall unless the context otherwise requires, be
construed as referring to that enactment as so amended.

Parr VI

88.— (1) The enactments specified in Schedule 3 fo this Act Minor and

shall have effect subject to the amendments there specified, heing
minor amendments and amendments consequential on the pro-
visions of this Act.

(2) The enactments mentioned in Schedule 4 fo this Act
{which include certain spenf and unnecessary enactments} are
hereby repealed to the extent specified in the third column of
that Schedule, hut the repeal of any enactment specified in the
note to that Schedule shall have effect suhject to the saving
specified in relation to that enactment in that note.

(3) Nothing in the repeals made hy this Act shall affect the
operation of any enactment repealed in relation to any offence—

(@) for which a penalty was before the date on which the
repeal comes into operation provided hy reference fo
the days during which the offence had confinued ;
and

(b) which is continuing at, hut hegun before, that date.

{4} Paragraphs 36 and 37 of Schedule 3 to this Act (which
amend Table A and Tahle C in Schedule 1 to the 1948 Act)
and any repeal specified in Schedule 4 fo this Act of anything
contained in the said Tahle A shall not afiect any company
registered before the paragraph or, as the case may be, repeal
comes into operation.

99
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and repeals.
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89. An Order in Council under paragraph 1(1)(b) of Schedule

1 to the Nortbern Ireland Act 1974 (egislation for Northern

Ireland in the interim period) which containg a statement that it

is made only for purposes corresponding to the purposes of this

Act—

(@} shall not be subject to paragraph 1{4) and (3) of that

Schedule (affirmative resolution of both Houses of
Parliament) ; but

(b) shall be subject to annulment by a resolution of either
House.

90.—(1) This Act may be cited as the Companies Act 1980.

(2) The Companies Act 1948, Part 1 and III of the Com-
panies Act 1967, the Companies (Floating Charges and
Receivers) (Scotland) Act 1972, section 9 of the European Com-
munities Act 1972, sections 1 to 4 of the Stock Exchange (Com-
pletion of Bargains) Act 1976, section 9 of the Insolvency Act
1976, the Companies Act 1976 and this Act may be cited
together as the Companies Acts 1948 to 1980.

(3) This Act sball come into operation on such day as may
be appointed by tbe Secretary of State by order made by statu-
tory instrument, and different days may be so appointed for
different purposes of this Act or for different purposes of the same
provision ; and references in this Act to the appointed day sbali
be construed accordingly.

(4) Nothing in this Act, except so much of it as it applies in
relation to companies incorporated outside Great Britain, shall
apply to or in relation to companies registered or inrcorporated
in Northern Ireland ; and nothing in this Act shall affect the law
in force in Northern Ireland at the passing of this Act, without
prejudice to section 89 above.
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SCHEDULES
SCHEDULE

ForMs OF MEMORANDUM OF ASSOCIATION OF A
PuBrLic COMPANY

Parr 1

A Pusric Company LivITED BY SHARES

1. The name of the company is “The Western Steam Packet,
public limited company ”.

2. The company is to be a public company.

3. The registered office of the company will be situated in England
and Wales,

4. The objects for which the company is established are, *the
conveyance of passengers and goods in ships or boats between such
places as the company may from iime to time determine, and the
doing of all such things as are incidental or conducive to the attain-
ment of the above object .

5. The Hability of the members is limited.

6. The share capital of the company is £50,000 divided into
50,000 shares of £1 each,

We, the several persons whose names and addresses are subscribed
are desirous of being formed into a company, in pursuance of this
memorandum of association, and we respectively agree to take the
numnber of shares in the capital of the company set opposite our
respective names.

Number
of shares
taken
by each
Names, Addresses and Descriptions of Subscribers Subscriber
“1. Thomas Jones in the county of merchant 1
2. Andrew Smith in the county of  merchant H
Total shares taken ... 2

Dated day of 19

\’_Vitness to the above
signatures

AB., 13, Hute Street,
Clerkenwell, London,

101
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Part 11

A PuBLic COMPANY LIMITED BY (GUARANTER AND
HAVING A SHARE CAPITAL

1. The pame of the company is * Gwesiai Glyndwr, cwmni
cyfyngedig cyhoeddus ™,

2. The company is to be a public company.
3. The registered office of the company will be situated in Wales.

4. The objects for which the company is established are “the
facilitating of travelling in Wales by providing hotels and convey-
ances by sea and by land for the accommodation of travellers and
the doing of all such other things as are incidental or conducive to
the attainment of the above obiect ™.

5. The liability of the members is limited,

6. Every member of the company undertzkes to contribute fo
the assets of the company in the event of its being wound up while
he is a member, or within one vear afterwards, for payment of the
debts and labilities of the company, contiracted before he ceases
to be a member, and the costs, charges and expenses of winding up
the same and for the adjusiment of the rights of the contributories
amongst themselves, such amount as may be required, not exceeding
£20,

7. The share capital of the company shall consist of £50,000
divided into 50,000 shares of £1 each.

We, the severa] persons whose names and addresses are subscribed,
are desirous of being formed into a company, in pursuance of this
memorandum of association, and we respectively agree to take the
number of shares in the capital of the company set opposite our
respective names.

Number
of shares
taken
by each
Names, Addresses and Descriptions of Subscribers Subscriber
“ 1. Thomas Jones in the county of  merchant 1
2. Andrew Smith in the county of  merchanit 1
Total shares taken ... 2»

Dated dav of 19

Witness to the above
signatures

AB. 13, Bute Street, Cardiff.
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¢ 22 Companies Act 1980

SCHEDULE 3
Mmor AND CONSEQUENTIAL AMENDMENTS
GENERAL

1. In the Companies Acts 1948 to 1976, a reference to a company
registered under any specified enactment shall continue to have effect
as a reference to a company tegistered under that enactment, not-
Xithstanding that it has subsequently been re-registered under this

ct.

Companmies Act 1948 (¢.38)

2. In sections 1(1), 4 and 10, for the words * this Act” wherever
occurring, there shall be substituted the words “ the Companies Acts
1948 to 1980 ™.

3. Paragraph (&) of section 2(1)} (memorandum) shall have effect in
relation to a public company as if the words from * with ” to the end
were omitted,

4. In section 5 {alteration of objects), for the proviso to subsection
(4), there shall be substituted the following suhsections-—

“{4A) An order under this section may, if the court thinks
fit, provide for the purchase hky the company of the shares of
any members of the company and for the reduction accordingly
of the company’s capital and may make such alterations in
the memorandum and articles of the company as may be required
in consequence of that provisien.

(4B) Where an order under this section requires the company
not to make any, or any specified, alteration in its memorandum
or articles, then, notwithstanding anything in the Companies Acts
1948 to 1980, the company shall not have power without the
leave of the court to make any such alteration in breach of that
requirement, :

(4C}y Any alteration in the memorandum or articles of a
company made by virtue of an order under this section, other
than opne made by resolution of the company, shall be of the
same effect as if duly made by resclution of the company, and
the provisions of the Companies Acts 1948 to 1980 shall apply
to the memorandum or articles as so altered accordingly.”.

5. No licence under section 19 {(power to dispense with ** Hmited ™)
shall be granted in respect of a public company or an association
about to be formed into a puhlic company or have effect in respect
of such a company.

6. In section 23 (alteration of memorandum)—

{u) in subsection (1} for the words “two hundred and ten of
this Act™ there shall be substituted the words “ 75 of the

Companies Act 19807 ; and
(&) in subsection (3) for “ (3), (4)” there shall be substituted the
words “to (4Cy”.
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7. For section 31 {members liable for debts where business carried
on with less than minimum number of members) there shall be
substituted the following section—

* Liability 31. ¥ a company casries on business without having
for debts a¢ least two members and does so for more than six
where

business months, a person who, for the whole or any part of the

carried on  period that it so carries on business after those six

without months,—
number {@) is a member of the company, and
"mfembm (b} knows that it is carrying on business with only

one member,

shall be Hable (jointly and severally with the company) for
the payment of the debts of the company contracted dur-
ing the period or, as the case may be, that part of it.”.

8. In section 4% {effect of irregular allotment)-—

{a) in subsection (1), for the words from “ of the two ™ to “ made
after the holding of the statutory meeting ” there shall be
substituted the words “ of section 47 of this Act shall be
voidable at the instance of the applicant™; and

(b) in subsection (2}, for the word “sections” there shail be
substituted the word * section .

9. In section 53{1){cx) {disclosure of amount and rate of any
commission where shares not offered to public), for the words from
“ disclosed ”, in the first place where it occurs, to * delivered * there
shall be substituted the words * disclosed in a statement in the pre-
scribed form sigaed by every director of the company, or by his agent
authorised in writing, and delivered ™.

10. In section 54 (prohibition on company providing financial
assistance for purchase of own shares, etc.)—

(@) the following paragraph shall be substituted for paragraph
{b) of subsection (I}

“{b) the provision by a company in accordance with
an employee share scheme (within the meaning of the
Companies Act 1980) of money for the purchase of, or
subscription for, fully-paid shares in the company or its
kolding company by the trustees of the scheme ; *;

(D) after subsection (1) there shail be inserted the following sub-
sections—

“(1A) The proviso to the foregoing subsection shall
authorise a public company to give financial assistance to
any person only if the company’s net assets are not
thereby reduced or, to the extent that those assets are
thereby reduced, if the financial assistance is provided out
of profits which are available for dividend.

(1B) In this section, “net assets ” in relation to anmy
company, means the aggregate of that company’s assets

Scm, 3

135



140 c.22 Companies Act 1980

ScH, 3 fess the aggregate of its liabilities ; and * labilities ” in.
clude any provision (within the meaning of Schedule 8
to this Acl) except to the extent that that provision is
taken into account in calculating the value of any asset to
the company.”.

11 In section 55 (construction of references to offering shares o
debentures to the public} after subsection (2} there shall be added
the following subsections—

“(3) For the purposes of this section an offer of shares in or
debentures of a private company or an invitation to subscribe for
such shares or debentures shall, if it is of any of the following
descriptions—

{a) an offer or invitation made to any member of the rele-
vant class ;

() an offer or invitation to subscribe for shares or deben-
tures to be held under an employees’ share scheme ;

(¢} an offer or invitation falling within paragraph (@) or (b)
above and made on terms which permit the person to
whom the offer or invitation is made to renounce his
right to the allotment of shares or issue of debentures,
but only in favour of a member of a relevant class, or,
where there is an employees” share scheme, of a person
entitled 10 hold shares or debentures under the scheme ;

be regarded, unless the contrary is proved, as being a domestic
concern of the person or persons making and receiving the offer
of invitation.

{4} In this section—

“ employees” share scheme ™ has the same meeaning as in the
Companies Act 1980 ;

“family ” means, in relation to a person, that person’s
husband or wife, widow or widower and children
(including step-children) and their descendants and any
trustee {acting in his capacity as such) of a trust the
principal beneficiary of which is that person or any
of those relatives ; and

“member of a relevant class” means an existing member
of the company making the offer or invitation, or an
existing employee of that company, or a member of
the family of such a member or employee, or an exist-
ing debenture hoider.”

12. In section 56(2) (application of share premium account in
paying up bonus shares, ete.) for the word “issued ™ there shall be
substituted the word “ allotied .

13. In section 58(1) {power to issue redeemable preference shares)
in proviso (¢), for the words “ the profits of the company ™ there shall
be substituted the words * profits of the company which would other-
wise be available for dividend ”.
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14. In section 58(5) {application of capital redemption reserve in
>aying up bonus shares) for the word “issued ” there shall be sub-
stituted the word “ allotted ™.

15. For the provisc to section 95(8) and to section 106A(7) (particu-
lars to be sent to the registrar of each issue of debentures of a series
in England and Wales and in Scotland, respectively) there shaif be
substituted the following proviso:

“ Provided that there shall be sent to the registrar for entry in
the register particulars in the prescribed form of the date and
amount of each issue of debentures of the series, but any omis-
sion to do this shall not affect the validity of any of those
debentures.”,

16. Ia section 134{¢) (guorum for meetings}, for the words from the
beginning to ““ three members ” there shall be substituted the words
“ two members 7.

17. In section 143(4) (resolutions to be forwarded to the registrar)
after paragraph (¢} there shall be inserted the following paragraph:—
“{f) resolutions of the directors of a company passed hy virtue

of section 8(3)a) or 37(2) of the Companies Act 1980.".

18. In section 149(6) {(accounts not complying with requirements
of Act)—

{a) for the words “ this Act ™ there shall be substituted the words
“ the Companies Acts 1948 to 19807 ; and

() for paragraphs (a) and (&) there shall be substituted the
following paragraphs:—
“{a) on conviction on indictment, to a fine :
(b} on summary conviction, to a fine not exceeding the
statutory maximum (within the meaning of the Com-
panies Act 1980).".

19. In section 149(7¥(a) (meaning of balance-sheet), for the words
“this Act™ there shall be substituted the words “the Companies
Acts 1948 to 19807,

20. In section 150(3) {group accounts not complying with require-
ments of Act)—

(@} after the word “ Act” there shall be inserted the words “ and

with the other requirements of the Companies Acts 1948 to

1980 as to the matters to be stated in group accounts ” ; and

(b} for paragraphs {a) and (b} there shall be substituted
the foliowing paragraphs:——
“{a) on conviction on indictment, to a fine ;

{b) on summary conviction, to a fine not exceeding the
siatutory maximum (within the meaning of the Companies
Act 1980).".

21. In section 165 (circumstances in which Secretary of State may
appoint inspectors to investigate affairs of company)—

(a) at the beginning there shall be inserted the word “(1)";
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Scn. 3 {b} for paragraph (b)) there sball be substituted the follow
sub-paragrapb: —

“ (i} that its affairs are bemng or bave been conduc

with mtent to defrand its creditors or the creditors of a

other person or otherwise for a fraudulent or unlaw

purpose or in a manner which is unfairly prejudicial

some part of its members, or that any actual or propos

act or omission of the company (including an act

omission on its behalf) is or would be so prejudici

or that it was formed for amy fraudulent or unlaw
purpose ; o ; and

{c) at the end there sball be added the following subsection—-

*“{2) The power conferred by subsection (1)(b} abc
sball be exercisable with respect to a body corpon
notwithstanding that it is in course of being voluntar
wound up ; and the refercnce in sub-paragraph (i} of ¢
paragraph to the members of a company shall have effi
as if it included a reference fo any person who is nof
member but to whom shares in the company have be
{ransferred or transmitted by operation of law.”.

22. In section 183(1) (appointment of directors to be voted on inc
vidually), for the words * a company other than a private company
there shall be substituted the words “a public company .

23. In section 185(8) (companies to which provisions as to reti
ment of directors under age imit apply), for the words from “if it
not ™ to *“rank as a private company >’ there shall be snbstituted t
words “if it is a public company or, being a private company, it i
subsidiary of a public company or of a body corporate register
under the law relating to companies for the time being in force
Northern Ireland as a public company ™.

24. In section 196(1) (particulars in accounts of directors’ salari
ete.), for the words “ laid before it in general fneeting ™ there shi
be substituted the words “ prepared under section 1 of the Compani
Act 1976 7.

25. In section 199(3) (general notice of director’s interest in contra
made with a specified company or firm} for all the words befc
the proviso there shall be substitnted the following provision—

“ For the purposes of this section, & general notice given
the directors of a company by a director to the effect that—
(2} he is a member of a specified company or firm and
to be regarded as inferested in any contract whi
may, after the date of the notice, be made with th
company or firm ; or
(b) he is to be regarded as interested in any contract whi
may after the date of the notice be made with
specified person who is connected with him (with
the meaning of section 64 of the Companies Act 1980
shall be deemed to be a sufficient declaration of interest
relation to any such contract.”.
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26, In section 205(b) (exclusion of prohibition on indemnifying
officers of company against Habilities) after the words “ this Act™
there sihall be inserted the words “ or section 36 of the Companies
Act 1980 7.

27. In section 222 {grounds for winding up), for paragraph (b)
there shall be substituted the following paragraphs—

“{b) being a public company which was registered as such on
its original incorporation, the companry has not been issued
with a certificate under section 4 of the Companies Act
1980 and more than a year has expired since it was so
registered ;

{bb} after the end of the transitional peried, within the meaning
of that Act, the company is an old public company within
the meaning of that Act;”.

28. In section 224(1) (persons who may apply for winding up),
for paragraph (b} of the proviso there shail be substituted the follow-
ing paragraph-—

“(b) ¥f the ground of the petition is that in section 222(d) or
{bb) of this Act, a winding up petition may be presented by
the Secretary of State ; and ™.

29. In section 382 (companies capable of being registered under
Part VIIE, in subsection {1){a} and (b} for the word “ seven ™ there
shall be substituted the word “two ”, and at the end of that section
there shall be added the following subsection-——

“(3) Before a company is registered in pursuance of this
section, it shall deliver to the registrar—

(2) a statement that the registered office of the company is
to be situated in England, or in Wales or in Scotland,
as the case may be; and

(b) a statement specifying the intended situation of the
company’s registered office after registration.”.

30. In section 384(c) (statement of particulars to be delivered to
registrar in comnection with registration of a joint stock company),
sub-paragraph (iii) shalt have effect in relation to a company which
is intended to be registered as a public company as i the words
from * with * to the end were omitied,

31. Section 390 (certificate of registration of companies registered
under Part ViH) shall be renumbered as subsection (1} of that
section, and after that subsection there shall be added the following
subsection : ~

“(2) A certificate given under this section in respect of a
company shall be conclusive evidence that the requirements of
this Part of this Act in respect of registration and of matters
precedent and incidental thereto have been complied with.™.

32. In section 394 {effect of registration under Part Vi)

{a} in subsection {2} after the words “‘ amount of the guarantee ™
there shall be imserted the words “and including the
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statement under section 382(3}a) of this Act and :
statement under section 384{c) of this Act™:

(b) in subsection {6) for the words from * this Act” to ** th
of 7 there shall be substituted the words * the Compa
Acts 1948 to 1980 (apart from those of section 73(5)
the Companies Act 198037,

33. In section 451 {(annual report by Secretary of State} for
words * and the Companies Act 1976 7 there shall be substituted
words “, the Companies Act 1976 and the Companies Act 198

34, In section 454(2) (power to alter Tables and forms). a
paragraph (&) there shall be inserted the words “and
(¢} alter the forms set out in Schedule 1 to the Companies .
1980 ;™.

35, In section 455(1) (interpretation), in the definition of * article
for the words * special resolution™ there shall be substituted
words “ a resolution of the company ™.

36,~{1} In Schedule 1, Part I of Table A (regulations for
management of a company limited by shares not being a prix
company) shall be amended in accordance with the following s
paragraphs and shall apply in relation to private companies limi
by shares as it applies in relation to public companies so limited.
accordingly Part I1 of that Table shall cease to have effect,

{2) In regulation 53 (quorums). for the words from **thre
onwards there shall be substituted the words * two members pres
in person or by proxy shall be a quorum ™,

(3) In regulation 58(5) (number of members who may deman
poll) for the word *“three” there shall be substituted the w
L] IWO ”.

{4) After regulation 73. there shall be inserted the following re
lation 1

“ 73A. Subject to the provisions of the Companies Acts 1
to 1980. a resolution In writing signed by all the members
the time being entitled fo recetve notice of and to aftend :
voie at general meetings {or being corporations by their d
authorised representatives) shall be as valid and effective a:
the same had been passed at a general meeting of the comp:
duly convened and held.”.

(5) In regulation 79 (borrowing powers), after the words * ther
and ”* there shall be inserted the words . sabject to section 14
the Companies Act 1980.”.

(6} In regulation 80 (powers and duties of the directors) for
word “ Act”, wherever occurring. there shall be substituted the wo
“ Companies Acts 1948 to 1980 ",

(7} For regulation 116 there shall be substituted the follow
regulation—

*116. No dividend or interim dividend shail be paid ott
wise than in accordance with the provisions of Part JIT of
Companies Act 1980 which apply to the company.”.
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(8) In the proviso to regulation 128 {power to apply reserve funds
paying up bonus shares) for the word “issued ™ there shall be
bstituted the word * attotted ™.

(%) The following regulation is added after regulation 128:

“128A. The company in general meeting may on the recom-
mendation of the directors resolve that it is desirable to capitalise
any part of the amount for the time being standing to the credit
of any of the company’s reserve accounts or to the credit of the
profit and loss account which is not available for distribution
by applying such sum in paying up in full unissued shares to
be allotted as fully paid bonus shares to those members of the
company who would have been entitled to that sum if it were
distnbuted by way of dividend (and in the same proportions),
and the directors shall give effect to stch resciution.”.

(10 In regulation 129 (duties of directors on resolutions under
gulation 128) for the words from the beginning to * have been
i5sed ™ there shall be substituted the words * Whenever a resolution
passed in pursuance of regulation 128 or 128A above.”.

37. In regulations 10 and 15{b) of Table C in Schedule 1 (quorum
id minimum nomber of members who may demand a poll at a
eeting of a company limited by guarantee), for the word * thres”
erg shall be sabstituted the word “ two ™.

38. In Part I of Schedule 6, in the form of the annual retora (which
18 substituted by the Companies {Annual Return) Reguolations 1977),
note 14 (which refates to the entries in respect of the directors of
public company or a private company which is a subsidiary of a
iblic company), for the words from “ which is pot a private com-
my ” to “rank as a private company ” there shall be substituted
e words “ which is a public company or, being a private company,
a subsidiary of a public company or of a body corporate registered
ler the law relating to companies for the time being in force in
srthern Ireland as a public company.”™.

39.~{1} Scheduie 8, and accordingly that Schedule as set out in
hedule 2 to the 1967 Act, shall be amended as follows.

(2) In paragraph 11 (miscellaneous requirements as to balance
eet), after sub-paragraph (2} there shall be inserted the following
b-paragraphs : -
*{2A) Where shares in a public company, other than an old
 public company within the meaning of the Companies Act
1980 (the “ 1980 Act™) are acquired by the company by for-
feiture or sturrender in lieu of forfeiture or in pursuance of
section 35(2) of the 1980 Act or are acquired by another person
in circumstances where paragraph (¢) or (d) of section 37(1)
of the 1980 Act applics or are made subject to a lien or charge
taken (whether expressly or otherwise) by the company and per-
mitted by section 38(2)a), (¢} or (d) of the 1980 Act—

() the number and nominal value of the shares so acguired
by the company, acquired by another persom in such
circumstances and so charged respectively during the
financial year ;
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(b) the maximum number and nominal value of share
which, having been so acguired by the company
acguired by another person in such circumstances o
so charged (whether or not during the financial year
are Deld at any time by the company or that othe:
person during that year

(¢) the number and nominal value of the shares so acquired
by the company, acquired by another person in suck
circumstances or so charged (whether or not during
that vear) which are disposed of by the company or tha
other person or cancelled by the company daring that
year;

{d} where the number and nominal value of the shares ol
any particular description are stated in pursuance of
any of the preceding paragraphs, fhe percentage of the
called-up share capital which shares of that description
tepresent ;

(¢) where any of the shares have been so charged, the
amount of the charge in each case ;

(f) where any of the shares have been disposed of by the
company or the person who acquired them I suck
circumstances for money or money’s worth, the amoumn
or value of the consideration in each case.

(2B} Any distribution made by an investment company withic
the meaning of Part ¥ of the Companies Act 1980 whick
reduces the amount of its net asseis o less than the aggregate
of its called-up share capital and undistsibutable reserves.

In this sub-paragraph ‘net assets’ and °‘called-up shan
capital * have the same meanings as in the Companies Act 198(
and ‘undistributable reserves’ has the same meaning as ir
section 40 of that Act.”

40. In Schedule 14 (provisions applied to unregistered companies)
in column 2 of the entry relating to registration of documents, enforce
ment and other suppiemental matters—

(@} for the words “to four hundred and thirty-eight ™ there shal
be substituted the words “ 437 ; and
(b} tor the words from “section four hundred and fifty-five’

onwards there gshall be substituted the words “ and section
4557,

Companies Act 1967 (c. 81)

41.—{1} In section 3(1), 41) and (2), 5(1), 6(1). 7{1) and 8(1
(statements and particulars to be included in company’s accounts)
for the words “laid before it in general meeting™ there shall b
substituted the words “ prepared under section 1 of the Companie
Act 19767,

(2) In sections 3(53(») and 4(5)d), for the words *“its accounts’
there shall be substifuted the words *“ copies of its accounts ™,

{3} 1n section 14(3) (auditors’ report)—

(@) in paragraph {(a) for the words “ principal Act and thi
Act and” there shall be substituted the words “Com
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panies Acts 1948 to 1980 and, without prefudice to the fore-
going,” ; and

(b} in paragraph (&) for the words “ principal Act and this
Act ” there shall be substituted the words “ Companies Acts
1948 to 1980 ™.

42. In section 23(1} {penalties for default in relation to directors’
report) for paragraphs (a) and (&) there shall be substitited the
following paragraphs:—

“{@) on conviction on indictment, to a fine ;

(b} on summary conviction, to a fine not exceeding the statu.
tory maximum (within the mearing of the Companies Act
19801 ™,

43. No¢ public company may apply under section 43 (limited com-
panies may be re-registered as unlimited) to be re-registered under
the 1948 Act as an unlimited company.

44. In section 44 (unlimited companics may be re-registered as
limited), for subsection (2} there shall be substituted the following
subsection—

“(2) The said requirement is that the resolution must state
whether the company is to be lmited by shares or by guarantee
and—

{a) if it is to be limited by shares, must state what the share.

capital is to be and provide for the making of such
alterations in the memorandum as are necessary fo
bring it, both in substance and in form, into conformity
with the requirements of this Act with respect to the
memerandum of a company so limited, and such
alterations in the articles as are requisite in the circum-
stances ;

{b) if it is to be limited by guaraniee, must provide for the
making of such alterations in its memorandum and
articles as are necessary to bring them, both in sub-
stance and in form, into conformity with the require-
ments of this Act with respect to the memorandum and
articles of a company so limit

FurorPEAN COMMUNITIES ACT 1972 (¢. 68)

45~4{1} In section 93) {documents of which notice must be pub-
lished by the registrar in the Gazette) after paragraph (d) there shall
be inserted the following paragraphs: —
“{da) any written statement delivered in pursuance of section
4(2} of the Companies Act 1980 ;
{db) any report as to the value of a2 non-cash asset under section
24 or 26 of the Companies Act 1980 ;
{dc) any copy of a resolution of a public company which gives,
varies, revokes or renews an authority for the purposes of
section 14 of the Companies Act 1980
{dd) any copy of a special resolution of a public company
passsed under section 18(1), (2} or (3} of the Companies Act
1980 ;
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{de} any statement or notice delivered by a public compan
under section 33 of the Companies Act 1980 ; :

{df) a copy of any resolution or agreement to which sectior
143 of the Companies Act 1948 applies and which—

(i} states the rights attached to any shares in a publi
company, other than shares which are, in all respects
uniform {for the purposes of section 33(1) of the Com:
panies Act 1980) with shares previously aliotted

(i)} varies rights attached to any shares in a public
company ; or

{iif} assigns a name or other designation, or a new
name or other designation, to any class of shares in a
public company ;

(dg) any return of allotments of a public company ;

(dh)y any notification of the redemption of preference shares
under section 62 of the Companies Act 1948 by a public
company ; .

() In section 7y (particulars to be mentioned in com-
pany’s letters and order forms) for the word “and” at the end of
paragraph () there shall be substituted the following paragraph:—

“(bh} in the case of an investment company within the meaning
of Part III of the Companies Act 1980, the fact that it i
such an investment company ; and ”.

INsURANCE COMPANIES ACT 1974 (C. 49)

46. In section 17¢1) (audit of accounts) for the words “ 1976  there
shail be substituted the words “ 1980 ™.

IroN AND STEEL AcT 1975 (C. 64)

47. In Schedule 5 {constitution and proceedings of publicly-ownec
companies), for paragraph 1 there shall be substituted the following
paragraph: —

“1. This Schedule applies to any publicly-owned compan)
that is a private company within the meaning of the Companie:
Acts 1948 to 1980 (in this Schedule referred to as a relevanm
company}”:

and in that Schedule, for the words * publicly-owned company’
wherever occtrring there shall be substituted the words “ relevan
company .

Stock ExCHANGE (COMPLETION OF BARGAINS) ACT 1976 (C. 4T}

48. In section 3(3) and (4) (computerised records), for the word:
“ 1976 " there shall be substituted the words ** 1980 ™.

CoMPANIES ACT 1975 (C. 69)
49. In section %1} {(accounts of overseas companies), for the word:
“the Act of 1948 and this Act™ there shall be substituted the word:
“ the Companies Acts ™.

50. In section 30(2) (power, exercisable by companies registerec
before the coming into operation of that section and within twelvt
months of its coming into operation, to provide that the registerec
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sffice of the company is to be situated in Wales), the words * regis-
ered before the coming into operation of this section” and “ within
‘he period of twelve months beginning with the coming into operation
>f this section ” shall be omitted.

31. In section 44(1} (interpretation), in the definition of the Com-
panies Acts, after the words ™ 1976 * there shall be inserted the words
*and the Companies Act 1980 ",

52. In Schedule 1 (prescribed forms), in the eatries relating to
sections 93(8) and 106A(7) of the 1948 Act, for the words ™ in both
places ” there shall be substituted the words * in the first place ™.

SCHEDULE 4
REPEALS
Chapter Short Title Extent of Repeal
11 &£ 12Geo. 6. | Companies Act 1948, In section 1{1), the words from
c. 38. “ Any seven ™ to *‘ private
company ”.

In section 10, in subsection (1)
the words * or add to” and
in subsection (2) the words
“ gr addition .

In section 13(2), the words
“and having perpetual suc-
cession and a common seal ™.

Section 15.

Sections 28 to 30.

Section 42,

In section 47, subsection (3}
and in subsection {6} the
words * except subsection (3}
thereof 7.

Section 48.

In section 55¢2), paragraph (b}
and the word *and” pre-
ceding it.

Section 57.

Section 63.

Section 109,

Section 128,

Section 130,

Section 181.

In section 182(1), the words
from “ YWithout ** 1o
“ section *.

Section 190.

Section 197,

In section 198, in subsection (1}
the words from “and of ”* to
the end, and in subsection (3),
paragraph {g) apnd in para-
graph {b) the words “ and the
iast foregoing section ».%.

Section 210.

149

Scn. 3

Section 88,



150

Scu. 4

c. 22
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Chapter

Short title

Extent of repeal

11 &12Geo0. 6
c. 38—cont.

1961 c. 46.

1967 ¢. 81.

Companies Act 1948~
coni.

Companies (Floating
Charges) (Scotland) Act
1961

Companies Act 1967.

In section 222, in paragraph
{d}), the words ““ in the case of
a private company *’ and the
words from “or*™ to
£ seven ,’.
In section 224, in subsection
(1), in paragraph (@i}, the
words “in the case of a
private company” and the
words “ or, in the case of any
other company, below seven”';
and subsection (3).
Section 225(3).
Section 438,
Section 440{1).
n section 43402X%) the words
“oradd to”.
In section 453(1), the definitions
of “oprivate company”,
“statutory meeting®  and
“statutory report ™.
In Schedule 1, in Part I of
Table A
(a) in reguiation 4, the words
“ (uniess otherwise pro-
vided by the terms of issue
of the shares of that class) ™,
and the second sentence;

(b} in regulation 11, the words
from “ and the company ™
to “ {0 the company ”’;

(¢) in reguiation 34, the words
from *“ and if "’ onwards;
and Part II of Table A; and
in Tabie C, in regulation 11,
the words from “and if”

onwards,

Schedule 3.

Schedule 5.

In Schedule 6, the forms of the
certificate to be given by the
director and the secretary of
every private company and
the further certificate to be
given as aforesaid if the
number of members of the
company exceeds fifty.

Schedule 15.

Section 7{d).

Section 14(8){F).
Section 16(1){c).
Section 26(8)}a).
Section 35(2).
Section 38.
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Chapter Short title Eatent of repeal

1967 ¢. 81— | Companies Act 31967- [In section 43, in subsections
cont. cont, (2)d) and 3(d) the words
“ and additions thereto  and
in subsection (4}(b) the words
“and additions” and **or
added to ™.

Section 49(1).

In section 56{2), the words
from ** and in section 14%(7}
onwards.

In Schedule 4, the entry re-
lating to section 149(6) of the
Companies Act 1948.

1976 ¢. 69, Companies Act 1976. Section 21{6).

Section 23({7).

In section 30(2), the words
* registered before the coming
into eperation of this section™
and “ within the period of
twelve months beginning with
the coming into operation of
this section ”.

In Schedule 1, the entries relat-
ing to sections 15(2) and
181{(1%a) of the 1948 Act.

In Schedule 2, the entry relating
to section 15(2) of the 1948
Act.

1977 c. 45. Criminal Law Act 1977, i In section 63(2), the words
“ Companies Act 1967 7.

In Schedule 12 the entry
relating 30 the Companies
Act 1967,

Norts:

{a) The repeal by this Schedale of section 57 of the 1948 Act shall have
effect suhject to the saving in section 21(4) ahove;

(&) The repeal by this Schedule of section 197 of the 1948 Act and
section 16{1)(c} of the 1967 Act shall have effect subject to the
saving in section 66(2) above.

(¢) The repeal by this Schedule of section 210 of the 1948 Act and
section 35(2) of the 1967 Act shall have effect subject to the saving
in section 75{11) above;

{d} The repeals made hy this Schedule in Table A in Schedule 1 to the
1948 Act are subject to the saving in section 88(4) ahove;

{¢) The 1epeal by this Schedule of section 49(1) of the 1967 Act {and the
consequential repeals made in the Criminal Law Act 1977) shall
have effect subject to the saving in section 80(5) above.
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