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Companies Act 2006
2006 CHAPTER 46

PART 10

A COMPANY'S DIRECTORS

Modifications etc. (not altering text)
C1 Pts. 1-39 (except for Pt. 7 and ss. 662-669), 45-47 extended (12.5.2011) by The Companies Act 2006

(Consequential Amendments and Transitional Provisions) Order 2011 (S.I. 2011/1265), art. 5(1), Sch.
1 para. 2

CHAPTER 1

APPOINTMENT AND REMOVAL OF DIRECTORS

Requirement to have directors

154 Companies required to have directors

(1) A private company must have at least one director.

(2) A public company must have at least two directors.

155 Companies required to have at least one director who is a natural person

(1) A company must have at least one director who is a natural person.

(2) This requirement is met if the office of director is held by a natural person as a
corporation sole or otherwise by virtue of an office.

http://www.legislation.gov.uk/id/uksi/2011/1265
http://www.legislation.gov.uk/id/uksi/2011/1265
http://www.legislation.gov.uk/id/uksi/2011/1265/article/5/1
http://www.legislation.gov.uk/id/uksi/2011/1265/schedule/1/paragraph/2
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156 Direction requiring company to make appointment

(1) If it appears to the Secretary of State that a company is in breach of—
section 154 (requirements as to number of directors), or
section 155 (requirement to have at least one director who is a natural person),

the Secretary of State may give the company a direction under this section.

(2) The direction must specify—
(a) the statutory requirement the company appears to be in breach of,
(b) what the company must do in order to comply with the direction, and
(c) the period within which it must do so.

That period must be not less than one month or more than three months after the date
on which the direction is given.

(3) The direction must also inform the company of the consequences of failing to comply.

(4) Where the company is in breach of section 154 or 155 it must comply with the direction
by—

(a) making the necessary appointment or appointments, and
(b) giving notice of them under section 167,

before the end of the period specified in the direction.

(5) If the company has already made the necessary appointment or appointments (or so
far as it has done so), it must comply with the direction by giving notice of them under
section 167 before the end of the period specified in the direction.

(6) If a company fails to comply with a direction under this section, an offence is
committed by—

(a) the company, and
(b) every officer of the company who is in default.

For this purpose a shadow director is treated as an officer of the company.

(7) A person guilty of an offence under this section is liable on summary conviction to
a fine not exceeding level 5 on the standard scale and, for continued contravention, a
daily default fine not exceeding [F1one-tenth of level 5 on the standard scale][F1one-
tenth of the greater of £5,000 or level 4 on the standard scale].

Textual Amendments
F1 Words in s. 156(7) substituted (E.W.) (12.3.2015) by The Legal Aid, Sentencing and Punishment of

Offenders Act 2012 (Fines on Summary Conviction) Regulations 2015 (S.I. 2015/664), reg. 1(1), Sch.
3 para. 9(4) (with reg. 5(1))

Commencement Information
I1 S. 156 wholly in force at 1.10.2008; s. 156 not in force at Royal Assent see s. 1300; s. 156 in force at

1.10.2008 by S.I. 2007/3495, art. 5(1)(c) (subject to transitional adaptations in Sch. 1 para. 24)
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Appointment

157 Minimum age for appointment as director

(1) A person may not be appointed a director of a company unless he has attained the
age of 16 years.

(2) This does not affect the validity of an appointment that is not to take effect until the
person appointed attains that age.

(3) Where the office of director of a company is held by a corporation sole, or otherwise
by virtue of another office, the appointment to that other office of a person who has
not attained the age of 16 years is not effective also to make him a director of the
company until he attains the age of 16 years.

(4) An appointment made in contravention of this section is void.

(5) Nothing in this section affects any liability of a person under any provision of the
Companies Acts if he—

(a) purports to act as director, or
(b) acts as a shadow director,

although he could not, by virtue of this section, be validly appointed as a director.

(6) This section has effect subject to section 158 (power to provide for exceptions from
minimum age requirement).

158 Power to provide for exceptions from minimum age requirement

(1) The Secretary of State may make provision by regulations for cases in which a person
who has not attained the age of 16 years may be appointed a director of a company.

(2) The regulations must specify the circumstances in which, and any conditions subject
to which, the appointment may be made.

(3) If the specified circumstances cease to obtain, or any specified conditions cease to be
met, a person who was appointed by virtue of the regulations and who has not since
attained the age of 16 years ceases to hold office.

(4) The regulations may make different provision for different parts of the United
Kingdom.

This is without prejudice to the general power to make different provision for different
cases.

(5) Regulations under this section are subject to negative resolution procedure.

Commencement Information
I2 S. 158 wholly in force at 1.10.2008; s. 158 not in force at Royal Assent, see s. 1300; s. 158 in force for

specified purposes at 20.1.2007 by S.I. 2006/3428, art. 3(3) (subject to art. 5, Sch. 1 and with arts. 6,
8, Sch. 5) ; s. 158 in force at 1.10.2008 by S.I. 2007/3495, art. 5(1)(c) (with savings in arts. 7, 12)
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159 Existing under-age directors

(1) This section applies where—
(a) a person appointed a director of a company before section 157 (minimum age

for appointment as director) comes into force has not attained the age of 16
when that section comes into force, or

(b) the office of director of a company is held by a corporation sole, or otherwise
by virtue of another office, and the person appointed to that other office has
not attained the age of 16 years when that section comes into force,

and the case is not one excepted from that section by regulations under section 158.

(2) That person ceases to be a director on section 157 coming into force.

(3) The company must make the necessary consequential alteration in its register of
directors but need not give notice to the registrar of the change.

(4) If it appears to the registrar (from other information) that a person has ceased by virtue
of this section to be a director of a company, the registrar shall note that fact on the
register.

160 Appointment of directors of public company to be voted on individually

(1) At a general meeting of a public company a motion for the appointment of two or more
persons as directors of the company by a single resolution must not be made unless a
resolution that it should be so made has first been agreed to by the meeting without
any vote being given against it.

(2) A resolution moved in contravention of this section is void, whether or not its being
so moved was objected to at the time.

But where a resolution so moved is passed, no provision for the automatic
reappointment of retiring directors in default of another appointment applies.

(3) For the purposes of this section a motion for approving a person's appointment, or for
nominating a person for appointment, is treated as a motion for his appointment.

(4) Nothing in this section applies to a resolution amending the company's articles.

161 Validity of acts of directors

(1) The acts of a person acting as a director are valid notwithstanding that it is afterwards
discovered—

(a) that there was a defect in his appointment;
(b) that he was disqualified from holding office;
(c) that he had ceased to hold office;
(d) that he was not entitled to vote on the matter in question.

(2) This applies even if the resolution for his appointment is void under section 160
(appointment of directors of public company to be voted on individually).
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Register of directors, etc

162 Register of directors

(1) Every company must keep a register of its directors.

(2) The register must contain the required particulars (see sections 163, 164 and 166) of
each person who is a director of the company.

(3) The register must be kept available for inspection—
(a) at the company's registered office, or
(b) at a place specified in regulations under section 1136.

(4) The company must give notice to the registrar—
(a) of the place at which the register is kept available for inspection, and
(b) of any change in that place,

unless it has at all times been kept at the company's registered office.

(5) The register must be open to the inspection—
(a) of any member of the company without charge, and
(b) of any other person on payment of such fee as may be prescribed.

(6) If default is made in complying with subsection (1), (2) or (3) or if default is made
for 14 days in complying with subsection (4), or if an inspection required under
subsection (5) is refused, an offence is committed by—

(a) the company, and
(b) every officer of the company who is in default.

For this purpose a shadow director is treated as an officer of the company.

(7) A person guilty of an offence under this section is liable on summary conviction to
a fine not exceeding level 5 on the standard scale and, for continued contravention, a
daily default fine not exceeding [F2one-tenth of level 5 on the standard scale][F2one-
tenth of the greater of £5,000 or level 4 on the standard scale].

(8) In the case of a refusal of inspection of the register, the court may by order compel
an immediate inspection of it.

Textual Amendments
F2 Words in s. 162(7) substituted (E.W.) (12.3.2015) by The Legal Aid, Sentencing and Punishment of

Offenders Act 2012 (Fines on Summary Conviction) Regulations 2015 (S.I. 2015/664), reg. 1(1), Sch.
3 para. 9(5) (with reg. 5(1))

Modifications etc. (not altering text)
C2 S. 162 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art. 17(1),

Sch. para. 2(b)
C3 S. 162 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of Securities

and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(b)
C4 S. 162 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights and

Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(b)
C5 S. 162 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law (Resolution of

Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(b)
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C6 Ss. 162-167 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 6 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

C7 Ss. 162-165 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships
(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 18 (with Sch.
1 paras. 5, 6, 13, 14, 34, 35) (as amended (E.W.) (12.3.2015) by The Legal Aid, Sentencing and
Punishment of Offenders Act 2012 (Fines on Summary Conviction) Regulations 2015 (S.I. 2015/664),
reg. 1(1), Sch. 3 para. 14(2) (with reg. 5(1)))

C8 S. 162 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and
Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(b)

Commencement Information
I3 S. 162 wholly in force at 1.10.2009; s. 162 not in force at Royal Assent, see s. 1300; s. 162 in force for

specified purposes at 20.1.2007 by S.I. 2006/3428, art. 3(3) (subject to art. 5, Sch. 1 and with arts. 6,
8, Sch. 5); s. 162 otherwise in force at 1.10.2009 by S.I. 2008/2860, art. 3(i) (with arts. 5, 7, 8, Sch. 2)
(as amended by S.I. 2009/1802, art. 18)

163 Particulars of directors to be registered: individuals

(1) A company's register of directors must contain the following particulars in the case
of an individual—

(a) name and any former name;
(b) a service address;
(c) the country or state (or part of the United Kingdom) in which he is usually

resident;
(d) nationality;
(e) business occupation (if any);
(f) date of birth.

F3(2) For the purposes of this section “name” means a person's Christian name (or other
forename) and surname, except that in the case of—

(a) a peer, or
(b) an individual usually known by a title,

the title may be stated instead of his Christian name (or other forename) and surname
or in addition to either or both of them.

(3) For the purposes of this section a “former name” means a name by which the individual
was formerly known for business purposes.

Where a person is or was formerly known by more than one such name, each of them
must be stated.

(4) It is not necessary for the register to contain particulars of a former name in the
following cases—

(a) in the case of a peer or an individual normally known by a British title, where
the name is one by which the person was known previous to the adoption of
or succession to the title;

(b) in the case of any person, where the former name—
(i) was changed or disused before the person attained the age of 16 years,

or
(ii) has been changed or disused for 20 years or more.
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(5) A person's service address may be stated to be “The company's registered office”.

Textual Amendments
F3 S. 163(2)-(4) applied by S.I. 1989/638, reg. 5(3A) (as substituted (1.10.2009) by The European

Economic Interest Grouping (Amendment) Regulations 2009 (S.I. 2009/2399), reg. 8(3) (with reg.
2) and as amended (1.10.2014) by The European Economic Interest Grouping and European Public
Limited-Liability Company (Amendment) Regulations 2014 (S.I. 2014/2382), regs. 1, 5(4))

Modifications etc. (not altering text)
C9 Ss. 162-165 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships

(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 18 (with Sch. 1
paras. 5, 6, 13, 14, 34, 35)

C10 Ss. 162-167 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 6 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

C11 S. 163(2)-(4) applied by S.I. 2004/2326 reg. 10B (as inserted (1.10.2014) by The European Economic
Interest Grouping and European Public Limited-Liability Company (Amendment) Regulations 2014
(S.I. 2014/2382), regs. 1, 18)

C12 S. 163(2)-(5) applied by S.I. 2004/2326 reg. 85(4) (as substituted (1.10.2014) by The European
Economic Interest Grouping and European Public Limited-Liability Company (Amendment)
Regulations 2014 (S.I. 2014/2382), regs. 1, 29)

C13 S. 163(2)-(4) applied by S.I. 1989/638, reg. 5(3A) (as substituted (1.10.2009) by The European
Economic Interest Grouping (Amendment) Regulations 2009 (S.I. 2009/2399), reg. 8(3) (with reg. 2))

164 Particulars of directors to be registered: corporate directors and firms

A company's register of directors must contain the following particulars in the case of a
body corporate, or a firm that is a legal person under the law by which it is governed—

(a) corporate or firm name;
(b) registered or principal office;
(c) in the case of an EEA company to which the First Company Law Directive

(68/151/EEC) applies, particulars of—
(i) the register in which the company file mentioned in Article 3 of that

Directive is kept (including details of the relevant state), and
(ii) the registration number in that register;

(d) in any other case, particulars of—
(i) the legal form of the company or firm and the law by which it is

governed, and
(ii) if applicable, the register in which it is entered (including details of

the state) and its registration number in that register.

Modifications etc. (not altering text)
C14 Ss. 162-165 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships

(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 18 (with Sch. 1
paras. 5, 6, 13, 14, 34, 35)
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C15 Ss. 162-167 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 6 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

165 Register of directors' residential addresses

(1) Every company must keep a register of directors' residential addresses.

(2) The register must state the usual residential address of each of the company's directors.

(3) If a director's usual residential address is the same as his service address (as stated
in the company's register of directors), the register of directors' residential addresses
need only contain an entry to that effect.

This does not apply if his service address is stated to be “The company's registered
office”.

(4) If default is made in complying with this section, an offence is committed by—
(a) the company, and
(b) every officer of the company who is in default.

For this purpose a shadow director is treated as an officer of the company.

(5) A person guilty of an offence under this section is liable on summary conviction to
a fine not exceeding level 5 on the standard scale and, for continued contravention, a
daily default fine not exceeding [F4one-tenth of level 5 on the standard scale][F4one-
tenth of the greater of £5,000 or level 4 on the standard scale].

(6) This section applies only to directors who are individuals, not where the director is a
body corporate or a firm that is a legal person under the law by which it is governed.

Textual Amendments
F4 Words in s. 165(5) substituted (E.W.) (12.3.2015) by The Legal Aid, Sentencing and Punishment of

Offenders Act 2012 (Fines on Summary Conviction) Regulations 2015 (S.I. 2015/664), reg. 1(1), Sch.
3 para. 9(6) (with reg. 5(1))

Modifications etc. (not altering text)
C16 S. 165 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art. 17(1),

Sch. para. 2(c)
C17 S. 165 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of Securities

and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(c)
C18 S. 165 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights and

Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(c)
C19 S. 165 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law (Resolution of

Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(c)
C20 Ss. 162-165 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships

(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 18 (with Sch. 1
paras. 5, 6, 13, 14, 34, 35)

C21 Ss. 162-167 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 6 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)
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C22 S. 165 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and
Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(c)

166 Particulars of directors to be registered: power to make regulations

(1) The Secretary of State may make provision by regulations amending—
section 163 (particulars of directors to be registered: individuals),
section 164 (particulars of directors to be registered: corporate directors and
firms), or
section 165 (register of directors' residential addresses),

so as to add to or remove items from the particulars required to be contained in a
company's register of directors or register of directors' residential addresses.

(2) Regulations under this section are subject to affirmative resolution procedure.

Modifications etc. (not altering text)
C23 Ss. 162-167 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations

2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 6 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

Commencement Information
I4 S. 166 wholly in force at 1.10.2009; s. 166 not in force at Royal Assent, see s. 1300; s. 166 in force for

specified purposes at 20.1.2007 by S.I. 2006/3428, art. 3(3) (subject to art. 5, Sch. 1 and with arts. 6,
8, Sch. 5); s. 166 otherwise in force at 1.10.2009 by S.I. 2008/2860, art. 3(i) (with arts. 5, 7, 8, Sch. 2)
(as amended by S.I. 2009/1802, art. 18)

167 Duty to notify registrar of changes

(1) A company must, within the period of 14 days from—
(a) a person becoming or ceasing to be a director, or
(b) the occurrence of any change in the particulars contained in its register of

directors or its register of directors' residential addresses,
give notice to the registrar of the change and of the date on which it occurred.

(2) Notice of a person having become a director of the company must—
(a) contain a statement of the particulars of the new director that are required to

be included in the company's register of directors and its register of directors'
residential addresses, and

[F5(b) be accompanied by a statement by the company that the person has consented
to act in that capacity.]

(3) Where—
(a) a company gives notice of a change of a director's service address as stated in

the company's register of directors, and
(b) the notice is not accompanied by notice of any resulting change in the

particulars contained in the company's register of directors' residential
addresses,

the notice must be accompanied by a statement that no such change is required.
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(4) If default is made in complying with this section, an offence is committed by—
(a) the company, and
(b) every officer of the company who is in default.

For this purpose a shadow director is treated as an officer of the company.

(5) A person guilty of an offence under this section is liable on summary conviction to
a fine not exceeding level 5 on the standard scale and, for continued contravention, a
daily default fine not exceeding [F6one-tenth of level 5 on the standard scale][F6one-
tenth of the greater of £5,000 or level 4 on the standard scale].

Textual Amendments
F5 S. 167(2)(b) substituted (10.10.2015) by Small Business, Enterprise and Employment Act 2015 (c. 26),

ss. 100(4), 164(1) (with s. 100(6)); S.I. 2015/1689, reg. 4(b)
F6 Words in s. 167(5) substituted (E.W.) (12.3.2015) by The Legal Aid, Sentencing and Punishment of

Offenders Act 2012 (Fines on Summary Conviction) Regulations 2015 (S.I. 2015/664), reg. 1(1), Sch.
3 para. 9(7) (with reg. 5(1))

Modifications etc. (not altering text)
C24 S. 167 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art. 17(1),

Sch. para. 2(d)
C25 S. 167 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of Securities

and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(d)
C26 S. 167 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights and

Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(d)
C27 S. 167 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law (Resolution of

Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(d)
C28 Ss. 162-167 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations

2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 6 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

C29 S. 167 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and
Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(d)

Removal

168 Resolution to remove director

(1) A company may by ordinary resolution at a meeting remove a director before the
expiration of his period of office, notwithstanding anything in any agreement between
it and him.

(2) Special notice is required of a resolution to remove a director under this section or
to appoint somebody instead of a director so removed at the meeting at which he is
removed.

(3) A vacancy created by the removal of a director under this section, if not filled at the
meeting at which he is removed, may be filled as a casual vacancy.

(4) A person appointed director in place of a person removed under this section is treated,
for the purpose of determining the time at which he or any other director is to retire,
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as if he had become director on the day on which the person in whose place he is
appointed was last appointed a director.

(5) This section is not to be taken—
(a) as depriving a person removed under it of compensation or damages payable

to him in respect of the termination of his appointment as director or of any
appointment terminating with that as director, or

(b) as derogating from any power to remove a director that may exist apart from
this section.

169 Director's right to protest against removal

(1) On receipt of notice of an intended resolution to remove a director under section 168,
the company must forthwith send a copy of the notice to the director concerned.

(2) The director (whether or not a member of the company) is entitled to be heard on the
resolution at the meeting.

(3) Where notice is given of an intended resolution to remove a director under that section,
and the director concerned makes with respect to it representations in writing to
the company (not exceeding a reasonable length) and requests their notification to
members of the company, the company shall, unless the representations are received
by it too late for it to do so—

(a) in any notice of the resolution given to members of the company state the fact
of the representations having been made; and

(b) send a copy of the representations to every member of the company to
whom notice of the meeting is sent (whether before or after receipt of the
representations by the company).

(4) If a copy of the representations is not sent as required by subsection (3) because
received too late or because of the company's default, the director may (without
prejudice to his right to be heard orally) require that the representations shall be read
out at the meeting.

(5) Copies of the representations need not be sent out and the representations need not be
read out at the meeting if, on the application either of the company or of any other
person who claims to be aggrieved, the court is satisfied that the rights conferred by
this section are being abused.

(6) The court may order the company's costs (in Scotland, expenses) on an application
under subsection (5) to be paid in whole or in part by the director, notwithstanding
that he is not a party to the application.



12 Companies Act 2006 (c. 46)
Part 10 – A company's directors

Chapter 2 – General duties of directors
Document Generated: 2024-04-28

Status: Point in time view as at 01/03/2016.
Changes to legislation: There are outstanding changes not yet made by the legislation.gov.uk
editorial team to Companies Act 2006. Any changes that have already been made by the team
appear in the content and are referenced with annotations. (See end of Document for details)

CHAPTER 2

GENERAL DUTIES OF DIRECTORS

Introductory

170 Scope and nature of general duties

(1) The general duties specified in sections 171 to 177 are owed by a director of a company
to the company.

(2) A person who ceases to be a director continues to be subject—
(a) to the duty in section 175 (duty to avoid conflicts of interest) as regards the

exploitation of any property, information or opportunity of which he became
aware at a time when he was a director, and

(b) to the duty in section 176 (duty not to accept benefits from third parties) as
regards things done or omitted by him before he ceased to be a director.

To that extent those duties apply to a former director as to a director, subject to any
necessary adaptations.

(3) The general duties are based on certain common law rules and equitable principles as
they apply in relation to directors and have effect in place of those rules and principles
as regards the duties owed to a company by a director.

(4) The general duties shall be interpreted and applied in the same way as common law
rules or equitable principles, and regard shall be had to the corresponding common
law rules and equitable principles in interpreting and applying the general duties.

[F7(5) The general duties apply to a shadow director of a company where and to the extent
that they are capable of so applying.]

Textual Amendments
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Modifications etc. (not altering text)
C30 Ss. 170-177 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.
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Commencement Information
I5 S. 170 wholly in force at 1.10.2007; s. 170 not in force at Royal Assent see s. 1300; s. 170 in force

at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with savings in art. 12 and subject to transitional
adaptations specified in Sch. 1)

The general duties

171 Duty to act within powers

A director of a company must—
(a) act in accordance with the company's constitution, and
(b) only exercise powers for the purposes for which they are conferred.

Modifications etc. (not altering text)
C34 Ss. 170-177 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(e)
C35 Ss. 170-177 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(e)
C36 Ss. 170-177 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(e)
C37 Ss. 170-177 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(e)
C38 Ss. 170-177 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(e)

Commencement Information
I6 S. 171 wholly in force at 1.10.2007; s. 171 not in force at Royal Assent see s. 1300; s. 171 in force

at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with savings in art. 12 and subject to transitional
adaptations specified in Sch. 1)

172 Duty to promote the success of the company

(1) A director of a company must act in the way he considers, in good faith, would be
most likely to promote the success of the company for the benefit of its members as a
whole, and in doing so have regard (amongst other matters) to—

(a) the likely consequences of any decision in the long term,
(b) the interests of the company's employees,
(c) the need to foster the company's business relationships with suppliers,

customers and others,
(d) the impact of the company's operations on the community and the

environment,
(e) the desirability of the company maintaining a reputation for high standards of

business conduct, and
(f) the need to act fairly as between members of the company.

(2) Where or to the extent that the purposes of the company consist of or include purposes
other than the benefit of its members, subsection (1) has effect as if the reference to
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promoting the success of the company for the benefit of its members were to achieving
those purposes.

(3) The duty imposed by this section has effect subject to any enactment or rule of law
requiring directors, in certain circumstances, to consider or act in the interests of
creditors of the company.

Modifications etc. (not altering text)
C34 Ss. 170-177 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(e)
C39 Ss. 170-177 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(e)
C40 Ss. 170-177 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(e)
C41 Ss. 170-177 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(e)
C42 Ss. 170-177 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(e)

Commencement Information
I7 S. 172 wholly in force at 1.10.2007; s. 172 not in force at Royal Assent see s. 1300; s. 172 in force

at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with savings in art. 12 and subject to transitional
adaptations specified in Sch. 1)

173 Duty to exercise independent judgment

(1) A director of a company must exercise independent judgment.

(2) This duty is not infringed by his acting—
(a) in accordance with an agreement duly entered into by the company that

restricts the future exercise of discretion by its directors, or
(b) in a way authorised by the company's constitution.

Modifications etc. (not altering text)
C34 Ss. 170-177 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(e)
C43 Ss. 170-177 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(e)
C44 Ss. 170-177 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(e)
C45 Ss. 170-177 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(e)
C46 Ss. 170-177 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(e)
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Commencement Information
I8 S. 173 wholly in force at 1.10.2007; s. 173 not in force at Royal Assent see s. 1300; s. 173 in force

at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with savings in art. 12 and subject to transitional
adaptations specified in Sch. 1)

174 Duty to exercise reasonable care, skill and diligence

(1) A director of a company must exercise reasonable care, skill and diligence.

(2) This means the care, skill and diligence that would be exercised by a reasonably
diligent person with—

(a) the general knowledge, skill and experience that may reasonably be expected
of a person carrying out the functions carried out by the director in relation
to the company, and

(b) the general knowledge, skill and experience that the director has.

Modifications etc. (not altering text)
C34 Ss. 170-177 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(e)
C47 Ss. 170-177 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(e)
C48 Ss. 170-177 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(e)
C49 Ss. 170-177 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(e)
C50 Ss. 170-177 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(e)

Commencement Information
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at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with savings in art. 12 and subject to transitional
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175 Duty to avoid conflicts of interest

(1) A director of a company must avoid a situation in which he has, or can have, a direct
or indirect interest that conflicts, or possibly may conflict, with the interests of the
company.

(2) This applies in particular to the exploitation of any property, information or
opportunity (and it is immaterial whether the company could take advantage of the
property, information or opportunity).

(3) This duty does not apply to a conflict of interest arising in relation to a transaction or
arrangement with the company.

(4) This duty is not infringed—
(a) if the situation cannot reasonably be regarded as likely to give rise to a conflict

of interest; or
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(b) if the matter has been authorised by the directors.

(5) Authorisation may be given by the directors—
(a) where the company is a private company and nothing in the company's

constitution invalidates such authorisation, by the matter being proposed to
and authorised by the directors; or

(b) where the company is a public company and its constitution includes provision
enabling the directors to authorise the matter, by the matter being proposed to
and authorised by them in accordance with the constitution.

(6) The authorisation is effective only if—
(a) any requirement as to the quorum at the meeting at which the matter is

considered is met without counting the director in question or any other
interested director, and

(b) the matter was agreed to without their voting or would have been agreed to
if their votes had not been counted.

(7) Any reference in this section to a conflict of interest includes a conflict of interest and
duty and a conflict of duties.

Modifications etc. (not altering text)
C34 Ss. 170-177 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(e)
C51 Ss. 170-177 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(e)
C52 Ss. 170-177 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(e)
C53 Ss. 170-177 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(e)
C54 Ss. 170-177 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(e)

176 Duty not to accept benefits from third parties

(1) A director of a company must not accept a benefit from a third party conferred by
reason of—

(a) his being a director, or
(b) his doing (or not doing) anything as director.

(2) A “third party” means a person other than the company, an associated body corporate
or a person acting on behalf of the company or an associated body corporate.

(3) Benefits received by a director from a person by whom his services (as a director or
otherwise) are provided to the company are not regarded as conferred by a third party.

(4) This duty is not infringed if the acceptance of the benefit cannot reasonably be
regarded as likely to give rise to a conflict of interest.

(5) Any reference in this section to a conflict of interest includes a conflict of interest and
duty and a conflict of duties.
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Modifications etc. (not altering text)
C34 Ss. 170-177 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(e)
C55 Ss. 170-177 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(e)
C56 Ss. 170-177 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(e)
C57 Ss. 170-177 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(e)
C58 Ss. 170-177 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(e)

177 Duty to declare interest in proposed transaction or arrangement

(1) If a director of a company is in any way, directly or indirectly, interested in a proposed
transaction or arrangement with the company, he must declare the nature and extent
of that interest to the other directors.

(2) The declaration may (but need not) be made—
(a) at a meeting of the directors, or
(b) by notice to the directors in accordance with—

(i) section 184 (notice in writing), or
(ii) section 185 (general notice).

(3) If a declaration of interest under this section proves to be, or becomes, inaccurate or
incomplete, a further declaration must be made.

(4) Any declaration required by this section must be made before the company enters into
the transaction or arrangement.

(5) This section does not require a declaration of an interest of which the director is not
aware or where the director is not aware of the transaction or arrangement in question.

For this purpose a director is treated as being aware of matters of which he ought
reasonably to be aware.

(6) A director need not declare an interest—
(a) if it cannot reasonably be regarded as likely to give rise to a conflict of interest;
(b) if, or to the extent that, the other directors are already aware of it (and for

this purpose the other directors are treated as aware of anything of which they
ought reasonably to be aware); or

(c) if, or to the extent that, it concerns terms of his service contract that have been
or are to be considered—

(i) by a meeting of the directors, or
(ii) by a committee of the directors appointed for the purpose under the

company's constitution.
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Modifications etc. (not altering text)
C34 Ss. 170-177 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(e)
C59 Ss. 170-177 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(e)
C60 Ss. 170-177 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(e)
C61 Ss. 170-177 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(e)
C62 Ss. 170-177 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(e)

Supplementary provisions

178 Civil consequences of breach of general duties

(1) The consequences of breach (or threatened breach) of sections 171 to 177 are the same
as would apply if the corresponding common law rule or equitable principle applied.

(2) The duties in those sections (with the exception of section 174 (duty to exercise
reasonable care, skill and diligence)) are, accordingly, enforceable in the same way as
any other fiduciary duty owed to a company by its directors.

Commencement Information
I10 S. 178 wholly in force at 1.10.2007; s. 178 not in force at Royal Assent see s. 1300; s. 178 in force

at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with savings in art. 12 and subject to transitional
adaptations specified in Sch. 1)

179 Cases within more than one of the general duties

Except as otherwise provided, more than one of the general duties may apply in any
given case.

Commencement Information
I11 S. 179 wholly in force at 1.10.2007; s. 179 not in force at Royal Assent see s. 1300; s. 179 in force

at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with savings in art. 12 and subject to transitional
adaptations specified in Sch. 1)

180 Consent, approval or authorisation by members

(1) In a case where—
(a) section 175 (duty to avoid conflicts of interest) is complied with by

authorisation by the directors, or
(b) section 177 (duty to declare interest in proposed transaction or arrangement)

is complied with,
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the transaction or arrangement is not liable to be set aside by virtue of any common
law rule or equitable principle requiring the consent or approval of the members of
the company.

This is without prejudice to any enactment, or provision of the company's constitution,
requiring such consent or approval.

(2) The application of the general duties is not affected by the fact that the case also falls
within Chapter 4 (transactions requiring approval of members)[F8or 4A], except that
where [F9either of those Chapters] applies and—

(a) approval is given under [F10the Chapter concerned], or
(b) the matter is one as to which it is provided that approval is not needed,

it is not necessary also to comply with section 175 (duty to avoid conflicts of interest)
or section 176 (duty not to accept benefits from third parties).

(3) Compliance with the general duties does not remove the need for approval under any
applicable provision of Chapter 4 (transactions requiring approval of members)[F11or
4A].

(4) The general duties—
(a) have effect subject to any rule of law enabling the company to give authority,

specifically or generally, for anything to be done (or omitted) by the directors,
or any of them, that would otherwise be a breach of duty, and

(b) where the company's articles contain provisions for dealing with conflicts of
interest, are not infringed by anything done (or omitted) by the directors, or
any of them, in accordance with those provisions.

(5) Otherwise, the general duties have effect (except as otherwise provided or the context
otherwise requires) notwithstanding any enactment or rule of law.

Textual Amendments
F8 Words in s. 180(2) substituted (1.10.2013) by Enterprise and Regulatory Reform Act 2013 (c. 24), ss.

81(2)(a)(i), 103(3); S.I. 2013/2227, art. 2(h)
F9 Words in s. 180(2) substituted (1.10.2013) by Enterprise and Regulatory Reform Act 2013 (c. 24), ss.

81(2)(a)(ii), 103(3); S.I. 2013/2227, art. 2(h)
F10 Words in s. 180(2)(a) substituted (1.10.2013) by Enterprise and Regulatory Reform Act 2013 (c. 24),

ss. 81(2)(b), 103(3); S.I. 2013/2227, art. 2(h)
F11 Words in s. 180(3) inserted (1.10.2013) by Enterprise and Regulatory Reform Act 2013 (c. 24), ss.

81(2)(c), 103(3); S.I. 2013/2227, art. 2(h)

Modifications etc. (not altering text)
C63 S. 180(2) modified (1.10.2008) by The Companies Act 2006 (Commencement No. 5, Transitional

Provisions and Savings) Order 2007 (S.I. 2007/3495), art. 9, Sch. 4 para. 49 (with savings in arts. 7,
12)

181 Modification of provisions in relation to charitable companies

(1) In their application to a company that is a charity, the provisions of this Chapter have
effect subject to this section.

(2) Section 175 (duty to avoid conflicts of interest) has effect as if—
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(a) for subsection (3) (which disapplies the duty to avoid conflicts of interest
in the case of a transaction or arrangement with the company) there were
substituted—

“(3) This duty does not apply to a conflict of interest arising in relation to
a transaction or arrangement with the company if or to the extent that
the company's articles allow that duty to be so disapplied, which they
may do only in relation to descriptions of transaction or arrangement
specified in the company's articles.”;

(b) for subsection (5) (which specifies how directors of a company may give
authority under that section for a transaction or arrangement) there were
substituted—

“(5) Authorisation may be given by the directors where the company's
constitution includes provision enabling them to authorise the matter,
by the matter being proposed to and authorised by them in accordance
with the constitution.”.

(3) Section 180(2)(b) (which disapplies certain duties under this Chapter in relation to
cases excepted from requirement to obtain approval by members under Chapter 4)
applies only if or to the extent that the company's articles allow those duties to be
so disapplied, which they may do only in relation to descriptions of transaction or
arrangement specified in the company's articles.

(4) F12. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(5) This section does not extend to Scotland.

Textual Amendments
F12 S. 181(4) repealed (14.3.2012) by Charities Act 2011 (c. 25), ss. 354, 355, Sch. 10 (with s. 20(2), Sch.

8)

Commencement Information
I12 S. 181 wholly in force at 1.10.2007; s. 181 not in force at Royal Assent see s. 1300; s. 181 in force

at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with savings in art. 12 and subject to transitional
adaptations specified in Sch. 1)

CHAPTER 3

DECLARATION OF INTEREST IN EXISTING TRANSACTION OR ARRANGEMENT

182 Declaration of interest in existing transaction or arrangement

(1) Where a director of a company is in any way, directly or indirectly, interested in a
transaction or arrangement that has been entered into by the company, he must declare
the nature and extent of the interest to the other directors in accordance with this
section.

This section does not apply if or to the extent that the interest has been declared under
section 177 (duty to declare interest in proposed transaction or arrangement).

(2) The declaration must be made—
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(a) at a meeting of the directors, or
(b) by notice in writing (see section 184), or
(c) by general notice (see section 185).

(3) If a declaration of interest under this section proves to be, or becomes, inaccurate or
incomplete, a further declaration must be made.

(4) Any declaration required by this section must be made as soon as is reasonably
practicable.

Failure to comply with this requirement does not affect the underlying duty to make
the declaration.

(5) This section does not require a declaration of an interest of which the director is not
aware or where the director is not aware of the transaction or arrangement in question.

For this purpose a director is treated as being aware of matters of which he ought
reasonably to be aware.

(6) A director need not declare an interest under this section—
(a) if it cannot reasonably be regarded as likely to give rise to a conflict of interest;
(b) if, or to the extent that, the other directors are already aware of it (and for

this purpose the other directors are treated as aware of anything of which they
ought reasonably to be aware); or

(c) if, or to the extent that, it concerns terms of his service contract that have been
or are to be considered—

(i) by a meeting of the directors, or
(ii) by a committee of the directors appointed for the purpose under the

company's constitution.

Modifications etc. (not altering text)
C64 Ss. 182-186 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(f)
C65 Ss. 182-186 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(f)
C66 Ss. 182-186 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(f)
C67 Ss. 182-186 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(f)
C68 Ss. 182-186 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(f)

183 Offence of failure to declare interest

(1) A director who fails to comply with the requirements of section 182 (declaration of
interest in existing transaction or arrangement) commits an offence.

(2) A person guilty of an offence under this section is liable—
(a) on conviction on indictment, to a fine;
(b) on summary conviction, to a fine not exceeding the statutory maximum.
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C68 Ss. 182-186 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(f)
C69 Ss. 182-186 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(f)
C70 Ss. 182-186 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(f)
C71 Ss. 182-186 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(f)
C72 Ss. 182-186 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(f)

184 Declaration made by notice in writing

(1) This section applies to a declaration of interest made by notice in writing.

(2) The director must send the notice to the other directors.

(3) The notice may be sent in hard copy form or, if the recipient has agreed to receive it
in electronic form, in an agreed electronic form.

(4) The notice may be sent—
(a) by hand or by post, or
(b) if the recipient has agreed to receive it by electronic means, by agreed

electronic means.

(5) Where a director declares an interest by notice in writing in accordance with this
section—

(a) the making of the declaration is deemed to form part of the proceedings at the
next meeting of the directors after the notice is given, and

(b) the provisions of section 248 (minutes of meetings of directors) apply as if
the declaration had been made at that meeting.

Modifications etc. (not altering text)
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185 General notice treated as sufficient declaration

(1) General notice in accordance with this section is a sufficient declaration of interest in
relation to the matters to which it relates.
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(2) General notice is notice given to the directors of a company to the effect that the
director—

(a) has an interest (as member, officer, employee or otherwise) in a specified body
corporate or firm and is to be regarded as interested in any transaction or
arrangement that may, after the date of the notice, be made with that body
corporate or firm, or

(b) is connected with a specified person (other than a body corporate or firm) and
is to be regarded as interested in any transaction or arrangement that may, after
the date of the notice, be made with that person.

(3) The notice must state the nature and extent of the director's interest in the body
corporate or firm or, as the case may be, the nature of his connection with the person.

(4) General notice is not effective unless—
(a) it is given at a meeting of the directors, or
(b) the director takes reasonable steps to secure that it is brought up and read at

the next meeting of the directors after it is given.
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186 Declaration of interest in case of company with sole director

(1) Where a declaration of interest under section 182 (duty to declare interest in existing
transaction or arrangement) is required of a sole director of a company that is required
to have more than one director—

(a) the declaration must be recorded in writing,
(b) the making of the declaration is deemed to form part of the proceedings at the

next meeting of the directors after the notice is given, and
(c) the provisions of section 248 (minutes of meetings of directors) apply as if

the declaration had been made at that meeting.

(2) Nothing in this section affects the operation of section 231 (contract with sole member
who is also a director: terms to be set out in writing or recorded in minutes).
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C82 Ss. 182-186 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of
Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(f)

C83 Ss. 182-186 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights
and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(f)

C84 Ss. 182-186 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law
(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(f)

187 Declaration of interest in existing transaction by shadow director

(1) The provisions of this Chapter relating to the duty under section 182 (duty to declare
interest in existing transaction or arrangement) apply to a shadow director as to a
director, but with the following adaptations.

(2) Subsection (2)(a) of that section (declaration at meeting of directors) does not apply.

(3) In section 185 (general notice treated as sufficient declaration), subsection (4) (notice
to be given at or brought up and read at meeting of directors) does not apply.

(4) General notice by a shadow director is not effective unless given by notice in writing
in accordance with section 184.

CHAPTER 4

TRANSACTIONS WITH DIRECTORS REQUIRING APPROVAL OF MEMBERS

Service contracts

188 Directors' long-term service contracts: requirement of members' approval

(1) This section applies to provision under which the guaranteed term of a director's
employment—

(a) with the company of which he is a director, or
(b) where he is the director of a holding company, within the group consisting of

that company and its subsidiaries,
is, or may be, longer than two years.

(2) A company may not agree to such provision unless it has been approved—
(a) by resolution of the members of the company, and
(b) in the case of a director of a holding company, by resolution of the members

of that company.

(3) The guaranteed term of a director's employment is—
(a) the period (if any) during which the director's employment—

(i) 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 pursuance of it), and

(ii) cannot be terminated by the company by notice, or can be so
terminated only in specified circumstances, or

(b) in the case of employment terminable by the company by notice, the period
of notice required to be given,
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or, in the case of employment having a period within paragraph (a) and a period within
paragraph (b), the aggregate of those periods.

(4) If more than six months before the end of the guaranteed term of a director's
employment the company enters into a further service contract (otherwise than in
pursuance of a right conferred, by or under the original contract, on the other party
to it), this section applies as if there were added to the guaranteed term of the new
contract the unexpired period of the guaranteed term of the original contract.

(5) A resolution approving provision to which this section applies must not be passed
unless a memorandum setting out the proposed contract incorporating the provision
is made available to members—

(a) in the case of a written resolution, by being sent or submitted to every eligible
member at or before the time at which the proposed resolution is sent or
submitted to him;

(b) in the case of a resolution at a meeting, by being made available for inspection
by members of the company both—

(i) at the company's registered office for not less than 15 days ending
with the date of the meeting, and

(ii) at the meeting itself.

(6) No approval is required under this section on the part of the members of a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

(7) In this section “employment” means any employment under a director's service
contract.

Modifications etc. (not altering text)
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189 Directors' long-term service contracts: civil consequences of contravention

If a company agrees to provision in contravention of section 188 (directors' long-term
service contracts: requirement of members' approval)—
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(a) the provision is void, to the extent of the contravention, and
(b) the contract is deemed to contain a term entitling the company to terminate it

at any time by the giving of reasonable notice.
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Substantial property transactions

190 Substantial property transactions: requirement of members' approval

(1) A company may not enter into an arrangement under which—
(a) a director of the company or of its holding company, or a person connected

with such a director, acquires or is to acquire from the company (directly or
indirectly) a substantial non-cash asset, or

(b) the company acquires or is to acquire a substantial non-cash asset (directly or
indirectly) from such a director or a person so connected,

unless the arrangement has been approved by a resolution of the members of the
company or is conditional on such approval being obtained.

For the meaning of “substantial non-cash asset” see section 191.

(2) If the director or connected person is a director of the company's holding company or a
person connected with such a director, the arrangement must also have been approved
by a resolution of the members of the holding company or be conditional on such
approval being obtained.

(3) A company shall not be subject to any liability by reason of a failure to obtain approval
required by this section.

(4) No approval is required under this section on the part of the members of a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

(5) For the purposes of this section—
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(a) an arrangement involving more than one non-cash asset, or
(b) an arrangement that is one of a series involving non-cash assets,

shall be treated as if they involved a non-cash asset of a value equal to the aggregate
value of all the non-cash assets involved in the arrangement or, as the case may be,
the series.

(6) This section does not apply to a transaction so far as it relates—
(a) to anything to which a director of a company is entitled under his service

contract, or
(b) to payment for loss of office as defined in section 215 [F13(payments to which

the requirements of Chapter 4 or 4A apply)].

Textual Amendments
F13 Words in s. 190(6)(b) substituted (1.10.2013) by Enterprise and Regulatory Reform Act 2013 (c. 24),

ss. 81(3), 103(3); S.I. 2013/2227, art. 2(h)

Modifications etc. (not altering text)
C94 Ss. 190-196 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(h)
C95 Ss. 190-196 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(h)
C96 Ss. 190-196 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(h)
C97 Ss. 190-196 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(h)

C98 Ss. 190-196 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and
Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(h)

Commencement Information
I15 S. 190 wholly in force at 1.10.2007; s. 190 not in force at Royal Assent see s. 1300; s. 190 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

191 Meaning of “substantial”

(1) This section explains what is meant in section 190 (requirement of approval for
substantial property transactions) by a “substantial” non-cash asset.

(2) An asset is a substantial asset in relation to a company if its value—
(a) exceeds 10% of the company's asset value and is more than £5,000, or
(b) exceeds £100,000.

(3) For this purpose a company's “asset value” at any time is—
(a) the value of the company's net assets determined by reference to its most

recent statutory accounts, or
(b) if no statutory accounts have been prepared, the amount of the company's

called-up share capital.
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(4) A company's “statutory accounts” means its annual accounts prepared in accordance
with Part 15, and its “most recent” statutory accounts means those in relation to which
the time for sending them out to members (see section 424) is most recent.

(5) Whether an asset is a substantial asset shall be determined as at the time the
arrangement is entered into.

Modifications etc. (not altering text)
C98 Ss. 190-196 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(h)
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Commencement Information
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1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

192 Exception for transactions with members or other group companies

Approval is not required under section 190 (requirement of members' approval for
substantial property transactions)—

(a) for a transaction between a company and a person in his character as a member
of that company, or

(b) for a transaction between—
(i) a holding company and its wholly-owned subsidiary, or

(ii) two wholly-owned subsidiaries of the same holding company.

Modifications etc. (not altering text)
C98 Ss. 190-196 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and
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Commencement Information
I17 S. 192 wholly in force at 1.10.2007; s. 192 not in force at Royal Assent see s. 1300; s. 192 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

193 Exception in case of company in winding up or administration

(1) This section applies to a company—
(a) that is being wound up (unless the winding up is a members' voluntary winding

up), or
(b) that is in administration within the meaning of Schedule B1 to the Insolvency

Act 1986 (c. 45) or the Insolvency (Northern Ireland) Order 1989 (S.I.
1989/2405 (N.I. 19)).

(2) Approval is not required under section 190 (requirement of members' approval for
substantial property transactions)—

(a) on the part of the members of a company to which this section applies, or
(b) for an arrangement entered into by a company to which this section applies.

Modifications etc. (not altering text)
C98 Ss. 190-196 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(h)
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Commencement Information
I18 S. 193 wholly in force at 1.10.2007; s. 193 not in force at Royal Assent see s. 1300; s. 193 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

194 Exception for transactions on recognised investment exchange

(1) Approval is not required under section 190 (requirement of members' approval
for substantial property transactions) for a transaction on a recognised investment
exchange effected by a director, or a person connected with him, through the agency
of a person who in relation to the transaction acts as an independent broker.

(2) For this purpose—
(a) “independent broker” means a person who, independently of the director or

any person connected with him, selects the person with whom the transaction
is to be effected; and
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(b) “recognised investment exchange” has the same meaning as in Part 18 of the
Financial Services and Markets Act 2000 (c. 8).
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Commencement Information
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195 Property transactions: civil consequences of contravention

(1) This section applies where a company enters into an arrangement in contravention of
section 190 (requirement of members' approval for substantial property transactions).

(2) The arrangement, and any transaction entered into in pursuance of the arrangement
(whether by the company or any other person), is voidable at the instance of the
company, unless—

(a) restitution of any money or other asset that was the subject matter of the
arrangement or transaction is no longer possible,

(b) the company has been indemnified in pursuance of this section by any other
persons for the loss or damage suffered by it, or

(c) rights acquired in good faith, for value and without actual notice of the
contravention by a person who is not a party to the arrangement or transaction
would be affected by the avoidance.

(3) Whether or not the arrangement or any such transaction has been avoided, each of the
persons specified in subsection (4) is liable—

(a) to account to the company for any gain that he has made directly or indirectly
by the arrangement or transaction, and

(b) (jointly and severally with any other person so liable under this section) to
indemnify the company for any loss or damage resulting from the arrangement
or transaction.

(4) The persons so liable are—
(a) any director of the company or of its holding company with whom the

company entered into the arrangement in contravention of section 190,
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(b) any person with whom the company entered into the arrangement in
contravention of that section who is connected with a director of the company
or of its holding company,

(c) the director of the company or of its holding company with whom any such
person is connected, and

(d) any other director of the company who authorised the arrangement or any
transaction entered into in pursuance of such an arrangement.

(5) Subsections (3) and (4) are subject to the following two subsections.

(6) In the case of an arrangement entered into by a company in contravention of
section 190 with a person connected with a director of the company or of its holding
company, that director is not liable by virtue of subsection (4)(c) if he shows that he
took all reasonable steps to secure the company's compliance with that section.

(7) In any case—
(a) a person so connected is not liable by virtue of subsection (4)(b), and
(b) a director is not liable by virtue of subsection (4)(d),

if he shows that, at the time the arrangement was entered into, he did not know the
relevant circumstances constituting the contravention.

(8) Nothing in this section shall be read as excluding the operation of any other enactment
or rule of law by virtue of which the arrangement or transaction may be called in
question or any liability to the company may arise.

Modifications etc. (not altering text)
C98 Ss. 190-196 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(h)
C115 Ss. 190-196 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(h)
C116 Ss. 190-196 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(h)
C117 Ss. 190-196 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(h)
C118 Ss. 190-196 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(h)

Commencement Information
I20 S. 195 wholly in force at 1.10.2007; s. 195 not in force at Royal Assent see s. 1300; s. 195 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

196 Property transactions: effect of subsequent affirmation

Where a transaction or arrangement is entered into by a company in contravention of
section 190 (requirement of members' approval) but, within a reasonable period, it is
affirmed—

(a) in the case of a contravention of subsection (1) of that section, by resolution
of the members of the company, and
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(b) in the case of a contravention of subsection (2) of that section, by resolution
of the members of the holding company,

the transaction or arrangement may no longer be avoided under section 195.

Modifications etc. (not altering text)
C98 Ss. 190-196 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(h)
C119 Ss. 190-196 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(h)
C120 Ss. 190-196 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(h)
C121 Ss. 190-196 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(h)
C122 Ss. 190-196 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(h)

Commencement Information
I21 S. 196 wholly in force at 1.10.2007; s. 196 not in force at Royal Assent see s. 1300; s. 196 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

Loans, quasi-loans and credit transactions

197 Loans to directors: requirement of members' approval

(1) A company may not—
(a) make a loan to a director of the company or of its holding company, or
(b) give a guarantee or provide security in connection with a loan made by any

person to such a director,
unless the transaction has been approved by a resolution of the members of the
company.

(2) If the director is a director of the company's holding company, the transaction must
also have been approved by a resolution of the members of the holding company.

(3) A resolution approving a transaction to which this section applies must not be passed
unless a memorandum setting out the matters mentioned in subsection (4) is made
available to members—

(a) in the case of a written resolution, by being sent or submitted to every eligible
member at or before the time at which the proposed resolution is sent or
submitted to him;

(b) in the case of a resolution at a meeting, by being made available for inspection
by members of the company both—

(i) at the company's registered office for not less than 15 days ending
with the date of the meeting, and

(ii) at the meeting itself.

(4) The matters to be disclosed are—
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(a) the nature of the transaction,
(b) the amount of the loan and the purpose for which it is required, and
(c) the extent of the company's liability under any transaction connected with the

loan.

(5) No approval is required under this section on the part of the members of a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

Modifications etc. (not altering text)
C123 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C124 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C125 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C126 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)

Commencement Information
I22 S. 197 wholly in force at 1.10.2007; s. 197 not in force at Royal Assent see s. 1300; s. 197 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

198 Quasi-loans to directors: requirement of members' approval

(1) This section applies to a company if it is—
(a) a public company, or
(b) a company associated with a public company.

(2) A company to which this section applies may not—
(a) make a quasi-loan to a director of the company or of its holding company, or
(b) give a guarantee or provide security in connection with a quasi-loan made by

any person to such a director,
unless the transaction has been approved by a resolution of the members of the
company.

(3) If the director is a director of the company's holding company, the transaction must
also have been approved by a resolution of the members of the holding company.

(4) A resolution approving a transaction to which this section applies must not be passed
unless a memorandum setting out the matters mentioned in subsection (5) is made
available to members—

(a) in the case of a written resolution, by being sent or submitted to every eligible
member at or before the time at which the proposed resolution is sent or
submitted to him;
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(b) in the case of a resolution at a meeting, by being made available for inspection
by members of the company both—

(i) at the company's registered office for not less than 15 days ending
with the date of the meeting, and

(ii) at the meeting itself.

(5) The matters to be disclosed are—
(a) the nature of the transaction,
(b) the amount of the quasi-loan and the purpose for which it is required, and
(c) the extent of the company's liability under any transaction connected with the

quasi-loan.

(6) No approval is required under this section on the part of the members of a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C128 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C129 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C130 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C131 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)

Commencement Information
I23 S. 198 wholly in force at 1.10.2007; s. 198 not in force at Royal Assent see s. 1300; s. 198 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

199 Meaning of “quasi-loan” and related expressions

(1) 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,
expenditure incurred by another party for another (“the borrower”)—

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

(b) in circumstances giving rise to a liability on the borrower to reimburse the
creditor.

(2) Any reference to the person to whom a quasi-loan is made is a reference to the
borrower.

(3) The liabilities of the borrower under a quasi-loan include the liabilities of any person
who has agreed to reimburse the creditor on behalf of the borrower.
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Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C132 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.
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C133 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C134 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C135 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)

Commencement Information
I24 S. 199 wholly in force at 1.10.2007; s. 199 not in force at Royal Assent see s. 1300; s. 199 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

200 Loans or quasi-loans to persons connected with directors: requirement of
members' approval

(1) This section applies to a company if it is—
(a) a public company, or
(b) a company associated with a public company.

(2) A company to which this section applies may not—
(a) make a loan or quasi-loan to a person connected with a director of the company

or of its holding company, or
(b) give a guarantee or provide security in connection with a loan or quasi-loan

made by any person to a person connected with such a director,
unless the transaction has been approved by a resolution of the members of the
company.

(3) If the connected person is a person connected with a director of the company's holding
company, the transaction must also have been approved by a resolution of the members
of the holding company.

(4) A resolution approving a transaction to which this section applies must not be passed
unless a memorandum setting out the matters mentioned in subsection (5) is made
available to members—

(a) in the case of a written resolution, by being sent or submitted to every eligible
member at or before the time at which the proposed resolution is sent or
submitted to him;

(b) in the case of a resolution at a meeting, by being made available for inspection
by members of the company both—

(i) at the company's registered office for not less than 15 days ending
with the date of the meeting, and

(ii) at the meeting itself.

(5) The matters to be disclosed are—
(a) the nature of the transaction,
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(b) the amount of the loan or quasi-loan and the purpose for which it is required,
and

(c) the extent of the company's liability under any transaction connected with the
loan or quasi-loan.

(6) No approval is required under this section on the part of the members of a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C136 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C137 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C138 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C139 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)

Commencement Information
I25 S. 200 wholly in force at 1.10.2007; s. 200 not in force at Royal Assent see s. 1300; s. 200 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

201 Credit transactions: requirement of members' approval

(1) This section applies to a company if it is—
(a) a public company, or
(b) a company associated with a public company.

(2) A company to which this section applies may not—
(a) enter into a credit transaction as creditor for the benefit of a director of

the company or of its holding company, or a person connected with such a
director, or

(b) give a guarantee or provide security in connection with a credit transaction
entered into by any person for the benefit of such a director, or a person
connected with such a director,

unless the transaction (that is, the credit transaction, the giving of the guarantee or the
provision of security, as the case may be) has been approved by a resolution of the
members of the company.

(3) If the director or connected person is a director of its holding company or a person
connected with such a director, the transaction must also have been approved by a
resolution of the members of the holding company.
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(4) A resolution approving a transaction to which this section applies must not be passed
unless a memorandum setting out the matters mentioned in subsection (5) is made
available to members—

(a) in the case of a written resolution, by being sent or submitted to every eligible
member at or before the time at which the proposed resolution is sent or
submitted to him;

(b) in the case of a resolution at a meeting, by being made available for inspection
by members of the company both—

(i) at the company's registered office for not less than 15 days ending
with the date of the meeting, and

(ii) at the meeting itself.

(5) The matters to be disclosed are—
(a) the nature of the transaction,
(b) the value of the credit transaction and the purpose for which the land, goods

or services sold or otherwise disposed of, leased, hired or supplied under the
credit transaction are required, and

(c) the extent of the company's liability under any transaction connected with the
credit transaction.

(6) No approval is required under this section on the part of the members of a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C140 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C141 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C142 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C143 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)

Commencement Information
I26 S. 201 wholly in force at 1.10.2007; s. 201 not in force at Royal Assent see s. 1300; s. 201 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

202 Meaning of “credit transaction”

(1) A “credit transaction” is a transaction under which one party (“the creditor”)—
(a) supplies any goods or sells any land under a hire-purchase agreement or a

conditional sale agreement,
(b) leases or hires any land or goods in return for periodical payments, or
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(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.

(2) Any reference to the person for whose benefit a credit transaction is entered into is
to the person to whom goods, land or services are supplied, sold, leased, hired or
otherwise disposed of under the transaction.

(3) In this section—
“conditional sale agreement” has the same meaning as in the Consumer

Credit Act 1974 (c. 39); and
“services” means anything other than goods or land.

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C144 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C145 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C146 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C147 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)

Commencement Information
I27 S. 202 wholly in force at 1.10.2007; s. 202 not in force at Royal Assent see s. 1300; s. 202 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

203 Related arrangements: requirement of members' approval

(1) A company may not—
(a) take part in an arrangement under which—

(i) another person enters into a transaction that, if it had been entered into
by the company, would have required approval under section 197,
198, 200 or 201, and

(ii) that person, in pursuance of the arrangement, obtains a benefit from
the company or a body corporate associated with it, or

(b) arrange for the assignment to it, or assumption by it, of any rights, obligations
or liabilities under a transaction that, if it had been entered into by the
company, would have required such approval,

unless the arrangement in question has been approved by a resolution of the members
of the company.

(2) If the director or connected person for whom the transaction is entered into is a director
of its holding company or a person connected with such a director, the arrangement
must also have been approved by a resolution of the members of the holding company.
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(3) A resolution approving an arrangement to which this section applies must not be
passed unless a memorandum setting out the matters mentioned in subsection (4) is
made available to members—

(a) in the case of a written resolution, by being sent or submitted to every eligible
member at or before the time at which the proposed resolution is sent or
submitted to him;

(b) in the case of a resolution at a meeting, by being made available for inspection
by members of the company both—

(i) at the company's registered office for not less than 15 days ending
with the date of the meeting, and

(ii) at the meeting itself.

(4) The matters to be disclosed are—
(a) the matters that would have to be disclosed if the company were seeking

approval of the transaction to which the arrangement relates,
(b) the nature of the arrangement, and
(c) the extent of the company's liability under the arrangement or any transaction

connected with it.

(5) No approval is required under this section on the part of the members of a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

(6) In determining for the purposes of this section whether a transaction is one that would
have required approval under section 197, 198, 200 or 201 if it had been entered into
by the company, the transaction shall be treated as having been entered into on the
date of the arrangement.

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C148 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C149 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C150 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C151 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)

Commencement Information
I28 S. 203 wholly in force at 1.10.2007; s. 203 not in force at Royal Assent see s. 1300; s. 203 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

204 Exception for expenditure on company business

(1) Approval is not required under section 197, 198, 200 or 201 (requirement of members'
approval for loans etc) for anything done by a company—
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(a) to provide a director of the company or of its holding company, or a person
connected with any such director, with funds to meet expenditure incurred or
to be incurred by him—

(i) for the purposes of the company, or
(ii) for the purpose of enabling him properly to perform his duties as an

officer of the company, or
(b) to enable any such person to avoid incurring such expenditure.

(2) This section does not authorise a company to enter into a transaction if the aggregate
of—

(a) the value of the transaction in question, and
(b) the value of any other relevant transactions or arrangements,

exceeds £50,000.

Modifications etc. (not altering text)
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Commencement Information
I29 S. 204 wholly in force at 1.10.2007; s. 204 not in force at Royal Assent see s. 1300; s. 204 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

205 Exception for expenditure on defending proceedings etc

(1) Approval is not required under section 197, 198, 200 or 201 (requirement of members'
approval for loans etc) for anything done by a company—

(a) to provide a director of the company or of its holding company with funds to
meet expenditure incurred or to be incurred by him—

(i) in defending any criminal or civil proceedings in connection with any
alleged negligence, default, breach of duty or breach of trust by him
in relation to the company or an associated company, or

(ii) in connection with an application for relief (see subsection (5)), or
(b) to enable any such director to avoid incurring such expenditure,

if it is done on the following terms.

(2) The terms are—
(a) that the loan is to be repaid, or (as the case may be) any liability of the

company incurred under any transaction connected with the thing done is to
be discharged, in the event of—

(i) the director being convicted in the proceedings,
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(ii) judgment being given against him in the proceedings, or
(iii) the court refusing to grant him relief on the application; and

(b) that it is to be so repaid or discharged not later than—
(i) the date when the conviction becomes final,

(ii) the date when the judgment becomes final, or
(iii) the date when the refusal of relief becomes final.

(3) For this purpose a conviction, judgment or refusal of relief becomes final—
(a) if not appealed against, at the end of the period for bringing an appeal;
(b) if appealed against, when the appeal (or any further appeal) is disposed of.

(4) An appeal is disposed of—
(a) if it is determined and the period for bringing any further appeal has ended, or
(b) if it is abandoned or otherwise ceases to have effect.

(5) The reference in subsection (1)(a)(ii) to an application for relief is to an application
for relief under—

section 661(3) or (4) (power of court to grant relief in case of acquisition of
shares by innocent nominee), or
section 1157 (general power of court to grant relief in case of honest and
reasonable conduct).

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C156 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C157 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C158 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C159 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)
C160 S. 205(5) modified (6.4.2008) by The Companies Act 2006 (Commencement No. 5, Transitional

Provisions and Savings) Order 2007 (S.I. 2007/3495), art. 6, Sch. 1 para. 1 (with savings in arts. 7,
12)

Commencement Information
I30 S. 205 wholly in force at 1.10.2007; s. 205 not in force at Royal Assent see s. 1300; s. 205 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 para. 11 (as amended by S.I. 2007/3495, art. 10(2), S.I. 2008/674, art. 5, Sch.
3 para. 1 and S.I. 2008/2860, art. 6) with transitional provisions and savings in Sch. 3 para. 8, and
subject to transitional adaptations (6.4.2008) by S.I. 2007/3495, Sch. 1 para. 1- omitted by virtue of
S.I. 2008/674, Sch. 3 para. 5 and revoked by S.I. 2008/2860, art. 6 (subject to Sch. 2 of that Order) (as
amended by S.I. 2009/1802, art. 18))

206 Exception for expenditure in connection with regulatory action or investigation

Approval is not required under section 197, 198, 200 or 201 (requirement of members'
approval for loans etc) for anything done by a company—
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(a) to provide a director of the company or of its holding company with funds to
meet expenditure incurred or to be incurred by him in defending himself—

(i) in an investigation by a regulatory authority, or
(ii) against action proposed to be taken by a regulatory authority,

in connection with any alleged negligence, default, breach of duty or breach
of trust by him in relation to the company or an associated company, or

(b) to enable any such director to avoid incurring such expenditure.

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C161 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C162 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C163 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C164 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)

Commencement Information
I31 S. 206 wholly in force at 1.10.2007; s. 206 not in force at Royal Assent see s. 1300; s. 206 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

207 Exceptions for minor and business transactions

(1) Approval is not required under section 197, 198 or 200 for a company to make a loan
or quasi-loan, or to give a guarantee or provide security in connection with a loan or
quasi-loan, if the aggregate of—

(a) the value of the transaction, and
(b) the value of any other relevant transactions or arrangements,

does not exceed £10,000.

(2) Approval is not required under section 201 for a company to enter into a credit
transaction, or to give a guarantee or provide security in connection with a credit
transaction, if the aggregate of—

(a) the value of the transaction (that is, of the credit transaction, guarantee or
security), and

(b) the value of any other relevant transactions or arrangements,
does not exceed £15,000.

(3) Approval is not required under section 201 for a company to enter into a credit
transaction, or to give a guarantee or provide security in connection with a credit
transaction, if—

(a) the transaction is entered into by the company in the ordinary course of the
company's business, and

(b) the value of the transaction is not greater, and the terms on which it is entered
into are not more favourable, than it is reasonable to expect the company
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would have offered to, or in respect of, a person of the same financial standing
but unconnected with the company.

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C165 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C166 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C167 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C168 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)

Commencement Information
I32 S. 207 wholly in force at 1.10.2007; s. 207 not in force at Royal Assent see s. 1300; s. 207 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

208 Exceptions for intra-group transactions

(1) Approval is not required under section 197, 198 or 200 for—
(a) the making of a loan or quasi-loan to an associated body corporate, or
(b) the giving of a guarantee or provision of security in connection with a loan or

quasi-loan made to an associated body corporate.

(2) Approval is not required under section 201—
(a) to enter into a credit transaction as creditor for the benefit of an associated

body corporate, or
(b) to give a guarantee or provide security in connection with a credit transaction

entered into by any person for the benefit of an associated body corporate.

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C169 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C170 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C171 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C172 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)
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Commencement Information
I33 S. 208 wholly in force at 1.10.2007; s. 208 not in force at Royal Assent see s. 1300; s. 208 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

209 Exceptions for money-lending companies

(1) Approval is not required under section 197, 198 or 200 for the making of a loan or
quasi-loan, or the giving of a guarantee or provision of security in connection with a
loan or quasi-loan, by a money-lending company if—

(a) the transaction (that is, the loan, quasi-loan, guarantee or security) is entered
into by the company in the ordinary course of the company's business, and

(b) the value of the transaction is not greater, and its terms are not more
favourable, than it is reasonable to expect the company would have offered to
a person of the same financial standing but unconnected with the company.

(2) A “money-lending company” means a company whose ordinary business includes the
making of loans or quasi-loans, or the giving of guarantees or provision of security in
connection with loans or quasi-loans.

(3) The condition specified in subsection (1)(b) does not of itself prevent a company from
making a home loan—

(a) to a director of the company or of its holding company, or
(b) to an employee of the company,

if loans of that description are ordinarily made by the company to its employees and
the terms of the loan in question are no more favourable than those on which such
loans are ordinarily made.

(4) For the purposes of subsection (3) a “home loan” means a loan—
(a) for the purpose of facilitating the purchase, for use as the only or main

residence of the person to whom the loan is made, of the whole or part of any
dwelling-house together with any land to be occupied and enjoyed with it,

(b) for the purpose of improving a dwelling-house or part of a dwelling-house so
used or any land occupied and enjoyed with it, or

(c) in substitution for any loan made by any person and falling within
paragraph (a) or (b).
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210 Other relevant transactions or arrangements

(1) This section has effect for determining what are “other relevant transactions or
arrangements” for the purposes of any exception to section 197, 198, 200 or 201.

In the following provisions “the relevant exception” means the exception for the
purposes of which that falls to be determined.

(2) Other relevant transactions or arrangements are those previously entered into, or
entered into at the same time as the transaction or arrangement in question in relation
to which the following conditions are met.

(3) Where the transaction or arrangement in question is entered into—
(a) for a director of the company entering into it, or
(b) for a person connected with such a director,

the conditions are that the transaction or arrangement was (or is) entered into for that
director, or a person connected with him, by virtue of the relevant exception by that
company or by any of its subsidiaries.

(4) Where the transaction or arrangement in question is entered into—
(a) for a director of the holding company of the company entering into it, or
(b) for a person connected with such a director,

the conditions are that the transaction or arrangement was (or is) entered into for that
director, or a person connected with him, by virtue of the relevant exception by the
holding company or by any of its subsidiaries.

(5) A transaction or arrangement entered into by a company that at the time it was entered
into—

(a) was a subsidiary of the company entering into the transaction or arrangement
in question, or

(b) was a subsidiary of that company's holding company,
is not a relevant transaction or arrangement if, at the time the question arises whether
the transaction or arrangement in question falls within a relevant exception, it is no
longer such a subsidiary.
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211 The value of transactions and arrangements

(1) For the purposes of sections 197 to 214 (loans etc)—
(a) the value of a transaction or arrangement is determined as follows, and
(b) the value of any other relevant transaction or arrangement is taken to be the

value so determined reduced by any amount by which the liabilities of the
person for whom the transaction or arrangement was made have been reduced.

(2) The value of a loan is the amount of its principal.

(3) The value of a quasi-loan is the amount, or maximum amount, that the person to whom
the quasi-loan is made is liable to reimburse the creditor.

(4) The value of a credit transaction is the price that it is reasonable to expect could be
obtained for the goods, services or land to which the transaction relates if they had
been supplied (at the time the transaction is entered 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 in question.

(5) The value of a guarantee or security is the amount guaranteed or secured.

(6) The value of an arrangement to which section 203 (related arrangements) applies is
the value of the transaction to which the arrangement relates.

(7) If the value of a transaction or arrangement is not capable of being expressed as a
specific sum of money—

(a) whether because the amount of any liability arising under the transaction or
arrangement is unascertainable, or for any other reason, and

(b) whether or not any liability under the transaction or arrangement has been
reduced,

its value is deemed to exceed £50,000.
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212 The person for whom a transaction or arrangement is entered into

For the purposes of sections 197 to 214 (loans etc) the person for whom a transaction
or arrangement is entered into is—

(a) in the case of a loan or quasi-loan, the person to whom it is made;
(b) in the case of a credit transaction, the person to whom goods, land or services

are supplied, sold, hired, leased or otherwise disposed of under the transaction;
(c) in the case of a guarantee or security, the person for whom the transaction is

made in connection with which the guarantee or security is entered into;
(d) in the case of an arrangement within section 203 (related arrangements), the

person for whom the transaction is made to which the arrangement relates.
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213 Loans etc: civil consequences of contravention

(1) This section applies where a company enters into a transaction or arrangement in
contravention of section 197, 198, 200, 201 or 203 (requirement of members' approval
for loans etc).

(2) The transaction or arrangement is voidable at the instance of the company, unless—
(a) restitution of any money or other asset that was the subject matter of the

transaction or arrangement is no longer possible,
(b) the company has been indemnified for any loss or damage resulting from the

transaction or arrangement, or
(c) rights acquired in good faith, for value and without actual notice of the

contravention by a person who is not a party to the transaction or arrangement
would be affected by the avoidance.
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(3) Whether or not the transaction or arrangement has been avoided, each of the persons
specified in subsection (4) is liable—

(a) to account to the company for any gain that he has made directly or indirectly
by the transaction or arrangement, and

(b) (jointly and severally with any other person so liable under this section) to
indemnify the company for any loss or damage resulting from the transaction
or arrangement.

(4) The persons so liable are—
(a) any director of the company or of its holding company with whom the

company entered into the transaction or arrangement in contravention of
section 197, 198, 201 or 203,

(b) any person with whom the company entered into the transaction or
arrangement in contravention of any of those sections who is connected with
a director of the company or of its holding company,

(c) the director of the company or of its holding company with whom any such
person is connected, and

(d) any other director of the company who authorised the transaction or
arrangement.

(5) Subsections (3) and (4) are subject to the following two subsections.

(6) In the case of a transaction or arrangement entered into by a company in contravention
of section 200, 201 or 203 with a person connected with a director of the company
or of its holding company, that director is not liable by virtue of subsection (4)(c) if
he shows that he took all reasonable steps to secure the company's compliance with
the section concerned.

(7) In any case—
(a) a person so connected is not liable by virtue of subsection (4)(b), and
(b) a director is not liable by virtue of subsection (4)(d),

if he shows that, at the time the transaction or arrangement was entered into, he did
not know the relevant circumstances constituting the contravention.

(8) Nothing in this section shall be read as excluding the operation of any other enactment
or rule of law by virtue of which the transaction or arrangement may be called in
question or any liability to the company may arise.
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Commencement Information
I38 S. 213 wholly in force at 1.10.2007; s. 213 not in force at Royal Assent see s. 1300; s. 213 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and with transitional provisions and
savings in Sch. 3 paras. 8-11)

214 Loans etc: effect of subsequent affirmation

Where a transaction or arrangement is entered into by a company in contravention of
section 197, 198, 200, 201 or 203 (requirement of members' approval for loans etc)
but, within a reasonable period, it is affirmed—

(a) in the case of a contravention of the requirement for a resolution of the
members of the company, by a resolution of the members of the company, and

(b) in the case of a contravention of the requirement for a resolution of the
members of the company's holding company, by a resolution of the members
of the holding company,

the transaction or arrangement may no longer be avoided under section 213.

Modifications etc. (not altering text)
C127 Ss. 197-214 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(i)
C193 Ss. 197-214 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(i)
C194 Ss. 197-214 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(i)
C195 Ss. 197-214 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(i)
C196 Ss. 197-214 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(i)

Commencement Information
I39 S. 214 wholly in force at 1.10.2007; s. 214 not in force at Royal Assent see s. 1300, s. 214 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

Payments for loss of office

215 Payments for loss of office

(1) In this Chapter a “payment for loss of office” means a payment made to a director or
past director of a company—

(a) by way of compensation for loss of office as director of the company,
(b) by way of compensation for loss, while director of the company or in

connection with his ceasing to be a director of it, of—
(i) any other office or employment in connection with the management

of the affairs of the company, or
(ii) any office (as director or otherwise) or employment in connection

with the management of the affairs of any subsidiary undertaking of
the company,

http://www.legislation.gov.uk/id/uksi/2007/2194
http://www.legislation.gov.uk/id/uksi/2007/2194/article/2/1/d
http://www.legislation.gov.uk/id/uksi/2007/2194/article/12
http://www.legislation.gov.uk/id/uksi/2007/2194/schedule/3/paragraph/8
http://www.legislation.gov.uk/id/uksi/2016/114
http://www.legislation.gov.uk/id/uksi/2016/114
http://www.legislation.gov.uk/id/uksi/2016/114/article/1/1
http://www.legislation.gov.uk/id/uksi/2016/114/article/7/1
http://www.legislation.gov.uk/id/uksi/2016/114/article/7/3
http://www.legislation.gov.uk/id/uksi/2016/114/schedule/paragraph/1/i
http://www.legislation.gov.uk/id/uksi/2008/432
http://www.legislation.gov.uk/id/uksi/2008/432/article/17/1
http://www.legislation.gov.uk/id/uksi/2008/432/article/17/1
http://www.legislation.gov.uk/id/uksi/2008/432/schedule/paragraph/2/i
http://www.legislation.gov.uk/id/uksi/2008/2546
http://www.legislation.gov.uk/id/uksi/2008/2546
http://www.legislation.gov.uk/id/uksi/2008/2546/article/13/1/3
http://www.legislation.gov.uk/id/uksi/2008/2546/schedule/1/paragraph/2/i
http://www.legislation.gov.uk/id/uksi/2008/2644
http://www.legislation.gov.uk/id/uksi/2008/2644
http://www.legislation.gov.uk/id/uksi/2008/2644/article/26
http://www.legislation.gov.uk/id/uksi/2008/2644/schedule/2/paragraph/2/i
http://www.legislation.gov.uk/id/uksi/2009/814
http://www.legislation.gov.uk/id/uksi/2009/814
http://www.legislation.gov.uk/id/uksi/2009/814/article/1/2
http://www.legislation.gov.uk/id/uksi/2009/814/article/7
http://www.legislation.gov.uk/id/uksi/2009/814/schedule/paragraph/2/i
http://www.legislation.gov.uk/id/uksi/2007/2194
http://www.legislation.gov.uk/id/uksi/2007/2194/article/2/1/d
http://www.legislation.gov.uk/id/uksi/2007/2194/article/12
http://www.legislation.gov.uk/id/uksi/2007/2194/schedule/1
http://www.legislation.gov.uk/id/uksi/2007/2194/schedule/3


50 Companies Act 2006 (c. 46)
Part 10 – A company's directors

Chapter 4 – Transactions with directors requiring approval of members
Document Generated: 2024-04-28

Status: Point in time view as at 01/03/2016.
Changes to legislation: There are outstanding changes not yet made by the legislation.gov.uk
editorial team to Companies Act 2006. Any changes that have already been made by the team
appear in the content and are referenced with annotations. (See end of Document for details)

(c) as consideration for or in connection with his retirement from his office as
director of the company, or

(d) as consideration for or in connection with his retirement, while director of the
company or in connection with his ceasing to be a director of it, from—

(i) any other office or employment in connection with the management
of the affairs of the company, or

(ii) any office (as director or otherwise) or employment in connection
with the management of the affairs of any subsidiary undertaking of
the company.

(2) The references to compensation and consideration include benefits otherwise than in
cash and references in this Chapter to payment have a corresponding meaning.

(3) For the purposes of sections 217 to 221 (payments requiring members' approval)—
(a) payment to a person connected with a director, or
(b) payment to any person at the direction of, or for the benefit of, a director or

a person connected with him,
is treated as payment to the director.

(4) References in those sections to payment by a person include payment by another
person at the direction of, or on behalf of, the person referred to.

[F14(5) Nothing in this section or sections 216 to 222 applies in relation to a payment for loss
of office to a director of a quoted company other than a payment to which section 226C
does not apply by virtue of section 226D(6).]

Textual Amendments
F14 S. 215(5) inserted (1.10.2013) by Enterprise and Regulatory Reform Act 2013 (c. 24), ss. 81(4), 103(3)
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and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(j)
C200 Ss. 215-222 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law
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C201 Ss. 215-222 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and
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216 Amounts taken to be payments for loss of office

(1) This section applies where in connection with any such transfer as is mentioned in
section 218 or 219 (payment in connection with transfer of undertaking, property or
shares) a director of the company—

(a) is to cease to hold office, or
(b) is to cease to be the holder of—

(i) any other office or employment in connection with the management
of the affairs of the company, or

(ii) any office (as director or otherwise) or employment in connection
with the management of the affairs of any subsidiary undertaking of
the company.

(2) If in connection with any such transfer—
(a) the price to be paid to the director for any shares in the company held by him

is in excess of the price which could at the time have been obtained by other
holders of like shares, or

(b) any valuable consideration is given to the director by a person other than the
company,

the excess or, as the case may be, the money value of the consideration is taken for
the purposes of those sections to have been a payment for loss of office.

Modifications etc. (not altering text)
C201 Ss. 215-222 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(j)
C202 Ss. 215-222 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(j)
C203 Ss. 215-222 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(j)
C204 Ss. 215-222 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(j)
C205 Ss. 215-222 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law

(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(j)
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217 Payment by company: requirement of members' approval

(1) A company may not make a payment for loss of office to a director of the company
unless the payment has been approved by a resolution of the members of the company.

(2) A company may not make a payment for loss of office to a director of its holding
company unless the payment has been approved by a resolution of the members of
each of those companies.

(3) A resolution approving a payment to which this section applies must not be passed
unless a memorandum setting out particulars of the proposed payment (including its
amount) is made available to the members of the company whose approval is sought—
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(a) in the case of a written resolution, by being sent or submitted to every eligible
member at or before the time at which the proposed resolution is sent or
submitted to him;

(b) in the case of a resolution at a meeting, by being made available for inspection
by the members both—

(i) at the company's registered office for not less than 15 days ending
with the date of the meeting, and

(ii) at the meeting itself.

(4) No approval is required under this section on the part of the members of a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

Modifications etc. (not altering text)
C201 Ss. 215-222 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(j)
C206 Ss. 215-222 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art.

17(1), Sch. para. 2(j)
C207 Ss. 215-222 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of

Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(j)
C208 Ss. 215-222 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights

and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(j)
C209 Ss. 215-222 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law
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218 Payment in connection with transfer of undertaking etc: requirement of
members' approval

(1) No payment for loss of office may be made by any person to a director of a company
in connection with the transfer of the whole or any part of the undertaking or property
of the company unless the payment has been approved by a resolution of the members
of the company.

(2) No payment for loss of office may be made by any person to a director of a company
in connection with the transfer of the whole or any part of the undertaking or property
of a subsidiary of the company unless the payment has been approved by a resolution
of the members of each of the companies.

(3) A resolution approving a payment to which this section applies must not be passed
unless a memorandum setting out particulars of the proposed payment (including its
amount) is made available to the members of the company whose approval is sought—

(a) in the case of a written resolution, by being sent or submitted to every eligible
member at or before the time at which the proposed resolution is sent or
submitted to him;
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(b) in the case of a resolution at a meeting, by being made available for inspection
by the members both—

(i) at the company's registered office for not less than 15 days ending
with the date of the meeting, and

(ii) at the meeting itself.

(4) No approval is required under this section on the part of the members of a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

(5) A payment made in pursuance of an arrangement—
(a) entered into as part of the agreement for the transfer in question, or within one

year before or two years after that agreement, and
(b) to which the company whose undertaking or property is transferred, or any

person to whom the transfer is made, is privy,
is presumed, except in so far as the contrary is shown, to be a payment to which this
section applies.

Modifications etc. (not altering text)
C201 Ss. 215-222 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(j)
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219 Payment in connection with share transfer: requirement of members' approval

(1) No payment for loss of office may be made by any person to a director of a company in
connection with a transfer of shares in the company, or in a subsidiary of the company,
resulting from a takeover bid unless the payment has been approved by a resolution
of the relevant shareholders.

(2) The relevant shareholders are the holders of the shares to which the bid relates and
any holders of shares of the same class as any of those shares.

(3) A resolution approving a payment to which this section applies must not be passed
unless a memorandum setting out particulars of the proposed payment (including its
amount) is made available to the members of the company whose approval is sought—
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(a) in the case of a written resolution, by being sent or submitted to every eligible
member at or before the time at which the proposed resolution is sent or
submitted to him;

(b) in the case of a resolution at a meeting, by being made available for inspection
by the members both—

(i) at the company's registered office for not less than 15 days ending
with the date of the meeting, and

(ii) at the meeting itself.

(4) Neither the person making the offer, nor any associate of his (as defined in
section 988), is entitled to vote on the resolution, but—

(a) where the resolution is proposed as a written resolution, they are entitled (if
they would otherwise be so entitled) to be sent a copy of it, and

(b) at any meeting to consider the resolution they are entitled (if they would
otherwise be so entitled) to be given notice of the meeting, to attend and speak
and if present (in person or by proxy) to count towards the quorum.

(5) If at a meeting to consider the resolution a quorum is not present, and after the meeting
has been adjourned to a later date a quorum is again not present, the payment is (for
the purposes of this section) deemed to have been approved.

(6) No approval is required under this section on the part of shareholders in a body
corporate that—

(a) is not a UK-registered company, or
(b) is a wholly-owned subsidiary of another body corporate.

(7) A payment made in pursuance of an arrangement—
(a) entered into as part of the agreement for the transfer in question, or within one

year before or two years after that agreement, and
(b) to which the company whose shares are the subject of the bid, or any person

to whom the transfer is made, is privy,
is presumed, except in so far as the contrary is shown, to be a payment to which this
section applies.
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220 Exception for payments in discharge of legal obligations etc

(1) Approval is not required under section 217, 218 or 219 (payments requiring members'
approval) for a payment made in good faith—

(a) in discharge of an existing legal obligation (as defined below),
(b) by way of damages for breach of such an obligation,
(c) by way of settlement or compromise of any claim arising in connection with

the termination of a person's office or employment, or
(d) by way of pension in respect of past services.

(2) In relation to a payment within section 217 (payment by company) an existing legal
obligation means an obligation of the company, or any body corporate associated with
it, that was not entered into in connection with, or in consequence of, the event giving
rise to the payment for loss of office.

(3) In relation to a payment within section 218 or 219 (payment in connection with transfer
of undertaking, property or shares) an existing legal obligation means an obligation
of the person making the payment that was not entered into for the purposes of, in
connection with or in consequence of, the transfer in question.

(4) In the case of a payment within both section 217 and section 218, or within both
section 217 and section 219, subsection (2) above applies and not subsection (3).

(5) A payment part of which falls within subsection (1) above and part of which does not
is treated as if the parts were separate payments.
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221 Exception for small payments

(1) Approval is not required under section 217, 218 or 219 (payments requiring members'
approval) if—

(a) the payment in question is made by the company or any of its subsidiaries, and
(b) the amount or value of the payment, together with the amount or value of any

other relevant payments, does not exceed £200.
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(2) For this purpose “other relevant payments” are payments for loss of office in relation
to which the following conditions are met.

(3) Where the payment in question is one to which section 217 (payment by company)
applies, the conditions are that the other payment was or is paid—

(a) by the company making the payment in question or any of its subsidiaries,
(b) to the director to whom that payment is made, and
(c) in connection with the same event.

(4) Where the payment in question is one to which section 218 or 219 applies (payment
in connection with transfer of undertaking, property or shares), the conditions are that
the other payment was (or is) paid in connection with the same transfer—

(a) to the director to whom the payment in question was made, and
(b) by the company making the payment or any of its subsidiaries.
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222 Payments made without approval: civil consequences

(1) If a payment is made in contravention of section 217 (payment by company)—
(a) it is held by the recipient on trust for the company making the payment, and
(b) any director who authorised the payment is jointly and severally liable to

indemnify the company that made the payment for any loss resulting from it.

(2) If a payment is made in contravention of section 218 (payment in connection with
transfer of undertaking etc), it is held by the recipient on trust for the company whose
undertaking or property is or is proposed to be transferred.

(3) If a payment is made in contravention of section 219 (payment in connection with
share transfer)—

(a) it is held by the recipient on trust for persons who have sold their shares as
a result of the offer made, and

(b) the expenses incurred by the recipient in distributing that sum amongst those
persons shall be borne by him and not retained out of that sum.

http://www.legislation.gov.uk/id/uksi/2016/114
http://www.legislation.gov.uk/id/uksi/2016/114
http://www.legislation.gov.uk/id/uksi/2016/114/article/1/1
http://www.legislation.gov.uk/id/uksi/2016/114/article/7/1
http://www.legislation.gov.uk/id/uksi/2016/114/article/7/3
http://www.legislation.gov.uk/id/uksi/2016/114/schedule/paragraph/1/j
http://www.legislation.gov.uk/id/uksi/2008/432
http://www.legislation.gov.uk/id/uksi/2008/432/article/17/1
http://www.legislation.gov.uk/id/uksi/2008/432/article/17/1
http://www.legislation.gov.uk/id/uksi/2008/432/schedule/paragraph/2/j
http://www.legislation.gov.uk/id/uksi/2008/2546
http://www.legislation.gov.uk/id/uksi/2008/2546
http://www.legislation.gov.uk/id/uksi/2008/2546/article/13/1/3
http://www.legislation.gov.uk/id/uksi/2008/2546/schedule/1/paragraph/2/j
http://www.legislation.gov.uk/id/uksi/2008/2644
http://www.legislation.gov.uk/id/uksi/2008/2644
http://www.legislation.gov.uk/id/uksi/2008/2644/article/26
http://www.legislation.gov.uk/id/uksi/2008/2644/schedule/2/paragraph/2/j
http://www.legislation.gov.uk/id/uksi/2009/814
http://www.legislation.gov.uk/id/uksi/2009/814
http://www.legislation.gov.uk/id/uksi/2009/814/article/1/2
http://www.legislation.gov.uk/id/uksi/2009/814/article/7
http://www.legislation.gov.uk/id/uksi/2009/814/schedule/paragraph/2/j
http://www.legislation.gov.uk/id/uksi/2007/2194
http://www.legislation.gov.uk/id/uksi/2007/2194/article/2/1/d
http://www.legislation.gov.uk/id/uksi/2007/2194/article/12
http://www.legislation.gov.uk/id/uksi/2007/2194/schedule/1
http://www.legislation.gov.uk/id/uksi/2007/2194/schedule/3


Companies Act 2006 (c. 46)
Part 10 – A company's directors
Chapter 4 – Transactions with directors requiring approval of members
Document Generated: 2024-04-28

57

Status: Point in time view as at 01/03/2016.
Changes to legislation: There are outstanding changes not yet made by the legislation.gov.uk
editorial team to Companies Act 2006. Any changes that have already been made by the team
appear in the content and are referenced with annotations. (See end of Document for details)

(4) If a payment is in contravention of section 217 and section 218, subsection (2) of this
section applies rather than subsection (1).

(5) If a payment is in contravention of section 217 and section 219, subsection (3) of this
section applies rather than subsection (1), unless the court directs otherwise.
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Supplementary

223 Transactions requiring members' approval: application of provisions to shadow
directors

(1) For the purposes of—
(a) sections 188 and 189 (directors' service contracts),
(b) sections 190 to 196 (property transactions),
(c) sections 197 to 214 (loans etc), and
(d) sections 215 to 222 (payments for loss of office),

a shadow director is treated as a director.

(2) Any reference in those provisions to loss of office as a director does not apply in
relation to loss of a person's status as a shadow director.
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224 Approval by written resolution: accidental failure to send memorandum

(1) Where—
(a) approval under this Chapter is sought by written resolution, and
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(b) a memorandum is required under this Chapter to be sent or submitted to every
eligible member before the resolution is passed,

any accidental failure to send or submit the memorandum to one or more members
shall be disregarded for the purpose of determining whether the requirement has been
met.

(2) Subsection (1) has effect subject to any provision of the company's articles.
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1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3)

225 Cases where approval is required under more than one provision

(1) Approval may be required under more than one provision of this Chapter.

(2) If so, the requirements of each applicable provision must be met.

(3) This does not require a separate resolution for the purposes of each provision.
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Interpretation

226A Key definitions

(1) In this Chapter—
“directors' remuneration policy” means the policy of a quoted company with
respect to the making of remuneration payments and payments for loss of office;
“ quoted company ” has the same meaning as in Part 15 of this Act;
“ remuneration payment ” means any form of payment or other benefit made to
or otherwise conferred on a person as consideration for the person—

(a) holding, agreeing to hold or having held office as director of a company,
or

(b) holding, agreeing to hold or having held, during a period when the person
is or was such a director—

(i) any other office or employment in connection with the
management of the affairs of the company, or

(ii) any office (as director or otherwise) or employment in
connection with the management of the affairs of any subsidiary
undertaking of the company,

other than a payment for loss of office;
“ payment for loss of office ” has the same meaning as in Chapter 4 of this Part.

(2) Subsection (3) applies where, in connection with a relevant transfer, a director of a
quoted company is—

(a) to cease to hold office as director, or
(b) to cease to be the holder of—

(i) any other office or employment in connection with the management
of the affairs of the company, or

(ii) any office (as director or otherwise) or employment in connection
with the management of the affairs of any subsidiary undertaking of
the company.

(3) If in connection with the transfer—
(a) the price to be paid to the director for any shares in the company held by the

director is in excess of the price which could at the time have been obtained
by other holders of like shares, or

(b) any valuable consideration is given to the director by a person other than the
company,

the excess or, as the case may be, the money value of the consideration is taken for
the purposes of section 226C to have been a payment for loss of office.

(4) In subsection (2), “ relevant transfer ” means—
(a) a transfer of the whole or any part of the undertaking or property of the

company or a subsidiary of the company;
(b) a transfer of shares in the company, or in a subsidiary of the company, resulting

from a takeover bid.

(5) References in this Chapter to the making of a remuneration payment or to the making
of a payment for loss of office are to be read in accordance with this section.
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(6) References in this Chapter to a payment by a company include a payment by another
person at the direction of, or on behalf of, the company.

(7) References in this Chapter to a payment to a person (“B”) who is, has been or is to
be a director of a company include—

(a) a payment to a person connected with B, or
(b) a payment to a person at the direction of, or for the benefit of, B or a person

connected with B.

(8) Section 252 applies for the purposes of determining whether a person is connected
with a person who has been, or is to be, a director of a company as it applies for the
purposes of determining whether a person is connected with a director.

(9) References in this Chapter to a director include a shadow director but references to
loss of office as a director do not include loss of a person's status as a shadow director.

Restrictions relating to remuneration or loss of office payments

226B Remuneration payments

(1) A quoted company may not make a remuneration payment to a person who is, or is to
be or has been, a director of the company unless—

(a) the payment is consistent with the approved directors' remuneration policy, or
(b) the payment is approved by resolution of the members of the company.

(2) The approved directors' remuneration policy is the most recent remuneration policy to
have been approved by a resolution passed by the members of the company in general
meeting.

226C Loss of office payments

(1) No payment for loss of office may be made by any person to a person who is, or has
been, a director of a quoted company unless—

(a) the payment is consistent with the approved directors' remuneration policy, or
(b) the payment is approved by resolution of the members of the company.

(2) The approved directors' remuneration policy is the most recent remuneration policy to
have been approved by a resolution passed by the members of the company in general
meeting.

226D Sections 226B and 226C: supplementary

(1) A resolution approving a payment for the purposes of section 226B(1)(b) or 226C(1)
(b) must not be passed unless a memorandum setting out particulars of the proposed
payment (including its amount) is made available for inspection by the members of
the company—

(a) at the company's registered office for not less than 15 days ending with the
date of the meeting at which the resolution is to be considered, and

(b) at that meeting itself.



Companies Act 2006 (c. 46)
Part 10 – A company's directors
CHAPTER 4A – Directors of quoted companies: special provision
Document Generated: 2024-04-28

61

Status: Point in time view as at 01/03/2016.
Changes to legislation: There are outstanding changes not yet made by the legislation.gov.uk
editorial team to Companies Act 2006. Any changes that have already been made by the team
appear in the content and are referenced with annotations. (See end of Document for details)

(2) The memorandum must explain the ways in which the payment is inconsistent with
the approved directors' remuneration policy (within the meaning of the section in
question).

(3) The company must ensure that the memorandum is made available on the company's
website from the first day on which the memorandum is made available for inspection
under subsection (1) until its next accounts meeting.

(4) Failure to comply with subsection (3) does not affect the validity of the meeting at
which a resolution is passed approving a payment to which the memorandum relates
or the validity of anything done at the meeting.

(5) Nothing in section 226B or 226C authorises the making of a remuneration payment
or (as the case may be) a payment for loss of office in contravention of the articles
of the company concerned.

(6) Nothing in section 226B or 226C applies in relation to a remuneration payment or (as
the case may be) a payment for loss of office made to a person who is, or is to be or
has been, a director of a quoted company before the earlier of—

(a) the end of the first financial year of the company to begin on or after the day
on which it becomes a quoted company, and

(b) the date from which the company's first directors' remuneration policy to be
approved under section 439A takes effect.

(7) In this section the “company's website” is the website on which the company makes
material available under section 430.

Supplementary

226E Payments made without approval: civil consequences

(1) An obligation (however arising) to make a payment which would be in contravention
of section 226B or 226C has no effect.

(2) If a payment is made in contravention of section 226B or 226C—
(a) it is held by the recipient on trust for the company or other person making

the payment, and
(b) in the case of a payment by a company, any director who authorised the

payment is jointly and severally liable to indemnify the company that made
the payment for any loss resulting from it.

(3) If a payment for loss of office is made in contravention of section 226C to a director
of a quoted company in connection with the transfer of the whole or any part of the
undertaking or property of the company or a subsidiary of the company—

(a) subsection (2) does not apply, and
(b) the payment is held by the recipient on trust for the company whose

undertaking or property is or is proposed to be transferred.

(4) If a payment for loss of office is made in contravention of section 226C to a director
of a quoted company in connection with a transfer of shares in the company, or in a
subsidiary of the company, resulting from a takeover bid—

(a) subsection (2) does not apply,



62 Companies Act 2006 (c. 46)
Part 10 – A company's directors

Chapter 5 – Directors' service contracts
Document Generated: 2024-04-28

Status: Point in time view as at 01/03/2016.
Changes to legislation: There are outstanding changes not yet made by the legislation.gov.uk
editorial team to Companies Act 2006. Any changes that have already been made by the team
appear in the content and are referenced with annotations. (See end of Document for details)

(b) the payment is held by the recipient on trust for persons who have sold their
shares as a result of the offer made, and

(c) the expenses incurred by the recipient in distributing that sum amongst those
persons shall be borne by the recipient and not retained out of that sum.

(5) If in proceedings against a director for the enforcement of a liability under
subsection (2)(b)—

(a) the director shows that he or she has acted honestly and reasonably, and
(b) the court considers that, having regard to all the circumstances of the case, the

director ought to be relieved of liability,
the court may relieve the director, either wholly or in part, from liability on such terms
as the court thinks fit.

226F Relationship with requirements under Chapter 4

(1) This Chapter does not affect any requirement for approval by a resolution of the
members of a company which applies in relation to the company under Chapter 4.

(2) Where the making of a payment to which section 226B or 226C applies requires
approval by a resolution of the members of the company concerned under Chapter 4,
approval obtained for the purposes of that Chapter is to be treated as satisfying the
requirements of section 226B(1)(b) or (as the case may be) 226C(1)(b).]

CHAPTER 5

DIRECTORS' SERVICE CONTRACTS

227 Directors' service contracts

(1) For the purposes of this Part a director's “service contract”, in relation to a company,
means a contract under which—

(a) a director of the company undertakes personally to perform services (as
director or otherwise) for the company, or for a subsidiary of the company, or

(b) services (as director or otherwise) that a director of the company undertakes
personally to perform are made available by a third party to the company, or
to a subsidiary of the company.

(2) The provisions of this Part relating to directors' service contracts apply to the terms of
a person's appointment as a director of a company.

They are not restricted to contracts for the performance of services outside the scope
of the ordinary duties of a director.
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C233 Ss. 227-230 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law
(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(k)

C234 Ss. 227-229 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and
Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(k)

228 Copy of contract or memorandum of terms to be available for inspection

(1) A company must keep available for inspection—
(a) a copy of every director's service contract with the company or with a

subsidiary of the company, or
(b) if the contract is not in writing, a written memorandum setting out the terms

of the contract.

(2) All the copies and memoranda must be kept available for inspection at—
(a) the company's registered office, or
(b) a place specified in regulations under section 1136.

(3) The copies and memoranda must be retained by the company for at least one year
from the date of termination or expiry of the contract and must be kept available for
inspection during that time.

(4) The company must give notice to the registrar—
(a) of the place at which the copies and memoranda are kept available for

inspection, and
(b) of any change in that place,

unless they have at all times been kept at the company's registered office.

(5) If default is made in complying with subsection (1), (2) or (3), or default is made for
14 days in complying with subsection (4), an offence is committed by every officer
of the company who is in default.

(6) A person guilty of an offence under this section is liable on summary conviction to
a fine not exceeding level 3 on the standard scale and, for continued contravention, a
daily default fine not exceeding one-tenth of level 3 on the standard scale.

(7) The provisions of this section apply to a variation of a director's service contract as
they apply to the original contract.
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229 Right of member to inspect and request copy

(1) Every copy or memorandum required to be kept under section 228 must be open to
inspection by any member of the company without charge.

(2) Any member of the company is entitled, on request and on payment of such fee as
may be prescribed, to be provided with a copy of any such copy or memorandum.

The copy must be provided within seven days after the request is received by the
company.

(3) If an inspection required under subsection (1) is refused, or default is made in
complying with subsection (2), an offence is committed by every officer of the
company who is in default.

(4) A person guilty of an offence under this section is liable on summary conviction to
a fine not exceeding level 3 on the standard scale and, for continued contravention, a
daily default fine not exceeding one-tenth of level 3 on the standard scale.

(5) In the case of any such refusal or default the court may by order compel an immediate
inspection or, as the case may be, direct that the copy required be sent to the person
requiring it.
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230 Directors' service contracts: application of provisions to shadow directors

A shadow director is treated as a director for the purposes of the provisions of this
Chapter.
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C244 Ss. 227-230 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of
Securities and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(k)

C245 Ss. 227-230 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights
and Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(k)

C246 Ss. 227-230 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law
(Resolution of Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para.
2(k)

CHAPTER 6

CONTRACTS WITH SOLE MEMBERS WHO ARE DIRECTORS

231 Contract with sole member who is also a director

(1) This section applies where—
(a) a limited company having only one member enters into a contract with the

sole member,
(b) the sole member is also a director of the company, and
(c) the contract is not entered into in the ordinary course of the company's

business.

(2) The company must, unless the contract is in writing, ensure that the terms of the
contract are either—

(a) set out in a written memorandum, or
(b) recorded in the minutes of the first meeting of the directors of the company

following the making of the contract.

(3) If a company fails to comply with this section an offence is committed by every officer
of the company who is in default.

(4) A person guilty of an offence under this section is liable on summary conviction to a
fine not exceeding level 5 on the standard scale.

(5) For the purposes of this section a shadow director is treated as a director.

(6) Failure to comply with this section in relation to a contract does not affect the validity
of the contract.

(7) Nothing in this section shall be read as excluding the operation of any other enactment
or rule of law applying to contracts between a company and a director of the company.

Modifications etc. (not altering text)
C247 S. 231 modified (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432), art. 17(1),

Sch. para. 2(l)
C248 S. 231 modified (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of Securities

and Property etc. Order 2008 (S.I. 2008/2546), art. 13(1)(3), Sch. 1 para. 2(l)
C249 S. 231 modified (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights and

Liabilities Order 2008 (S.I. 2008/2644), art. 26, Sch. 2 para. 2(l)
C250 S. 231 modified (retrospective to 30.3.2009 at 8.00 a.m.) by The Amendments to Law (Resolution of

Dunfermline Building Society) Order 2009 (S.I. 2009/814), arts. 1(2), 7, Sch. para. 2(l)
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C251 S. 231 modified (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and
Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 7(1), (3), Sch. para. 1(l)

CHAPTER 7

DIRECTORS' LIABILITIES

Provision protecting directors from liability

232 Provisions protecting directors from liability

(1) Any provision that purports to exempt a director of a company (to any extent) from
any liability that would otherwise attach to him in connection with any negligence,
default, breach of duty or breach of trust in relation to the company is void.

(2) Any provision by which a company directly or indirectly provides an indemnity (to
any extent) for a director of the company, or of an associated company, against any
liability attaching to him in connection with any negligence, default, breach of duty
or breach of trust in relation to the company of which he is a director is void, except
as permitted by—

(a) section 233 (provision of insurance),
(b) section 234 (qualifying third party indemnity provision), or
(c) section 235 (qualifying pension scheme indemnity provision).

(3) This section applies to any provision, whether contained in a company's articles or in
any contract with the company or otherwise.

(4) Nothing in this section prevents a company's articles from making such provision as
has previously been lawful for dealing with conflicts of interest.

Modifications etc. (not altering text)
C252 S. 232 excluded (temp.) (22.2.2008) by The Northern Rock plc Transfer Order 2008 (S.I. 2008/432),

art. 11(3)
C253 S. 232 excluded (8.00 a.m. on 29.9.2008) by the The Bradford & Bingley plc Transfer of Securities

and Property etc. Order 2008 (S.I. 2008/2546), art. 12(3)
C254 S. 232 excluded (9.30 a.m. on 7.10.2008) by The Heritable Bank plc Transfer of Certain Rights and

Liabilities Order 2008 (S.I. 2008/2644), art. 30(3)
C255 S. 232 excluded (12.15 p.m. on 8.10.2008) by The Kaupthing Singer & Friedlander Limited Transfer

of Certain Rights and Liabilities Order 2008 (S.I. 2008/2674), art. 32(3)
C256 S. 232 excluded (1.3.2016) by The NRAM plc (formerly Northern Rock plc) Consequential and

Supplementary Provisions Order 2016 (S.I. 2016/114), arts. 1(1), 6(3)

Commencement Information
I52 S. 232 wholly in force at 1.10.2007; s. 232 not in force at Royal Assent see s. 1300; s. 232 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3 para. 15)
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233 Provision of insurance

Section 232(2) (voidness of provisions for indemnifying directors) does not prevent
a company from purchasing and maintaining for a director of the company, or of
an associated company, insurance against any such liability as is mentioned in that
subsection.

Commencement Information
I53 S. 233 wholly in force at 1.10.2007; s. 233 not in force at Royal Assent see s. 1300; s. 233 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3 para. 15)

234 Qualifying third party indemnity provision

(1) Section 232(2) (voidness of provisions for indemnifying directors) does not apply to
qualifying third party indemnity provision.

(2) Third party indemnity provision means provision for indemnity against liability
incurred by the director to a person other than the company or an associated company.

Such provision is qualifying third party indemnity provision if the following
requirements are met.

(3) The provision must not provide any indemnity against—
(a) any liability of the director to pay—

(i) a fine imposed in criminal proceedings, or
(ii) a sum payable to a regulatory authority by way of a penalty in

respect of non-compliance with any requirement of a regulatory
nature (however arising); or

(b) any liability incurred by the director—
(i) in defending criminal proceedings in which he is convicted, or

(ii) in defending civil proceedings brought by the company, or an
associated company, in which judgment is given against him, or

(iii) in connection with an application for relief (see subsection (6)) in
which the court refuses to grant him relief.

(4) The references in subsection (3)(b) to a conviction, judgment or refusal of relief are
to the final decision in the proceedings.

(5) For this purpose—
(a) a conviction, judgment or refusal of relief becomes final—

(i) if not appealed against, at the end of the period for bringing an appeal,
or

(ii) if appealed against, at the time when the appeal (or any further appeal)
is disposed of; and

(b) an appeal is disposed of—
(i) if it is determined and the period for bringing any further appeal has

ended, or
(ii) if it is abandoned or otherwise ceases to have effect.
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(6) The reference in subsection (3)(b)(iii) to an application for relief is to an application
for relief under—

section 661(3) or (4) (power of court to grant relief in case of acquisition of
shares by innocent nominee), or
section 1157 (general power of court to grant relief in case of honest and
reasonable conduct).

Modifications etc. (not altering text)
C257 S. 234(6) modified (6.4.2008) by The Companies Act 2006 (Commencement No. 5, Transitional

Provisions and Savings) Order 2007 (S.I. 2007/3495), art. 6, Sch. 1 para. 2 (with savings in arts. 7,
12)

Commencement Information
I54 S. 234 wholly in force at 1.10.2007; s. 234 not in force at Royal Assent see s. 1300; s. 234 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 para. 12 (as amended by S.I. 2007/3495, art. 10(2), S.I. 2008/674, art. 5, Sch. 3
para. 1 and S.I. 2008/2860, art. 6) and with transitional provisions and savings in Sch. 3 para. 15, and
subject to transitional adaptations by S.I. 2007/3495, Sch. 1 para. 2 - which are omitted by virtue of
S.I. 2008/674, Sch. 3 para. 5 and revoked by S.I. 2008/2860, art. 6 (subject to Sch. 2 of that Order) (as
amended by S.I. 2009/1802, art. 18))

235 Qualifying pension scheme indemnity provision

(1) Section 232(2) (voidness of provisions for indemnifying directors) does not apply to
qualifying pension scheme indemnity provision.

(2) Pension scheme indemnity provision means provision indemnifying a director of a
company that is a trustee of an occupational pension scheme against liability incurred
in connection with the company's activities as trustee of the scheme.

Such provision is qualifying pension scheme indemnity provision if the following
requirements are met.

(3) The provision must not provide any indemnity against—
(a) any liability of the director to pay—

(i) a fine imposed in criminal proceedings, or
(ii) a sum payable to a regulatory authority by way of a penalty in

respect of non-compliance with any requirement of a regulatory
nature (however arising); or

(b) any liability incurred by the director in defending criminal proceedings in
which he is convicted.

(4) The reference in subsection (3)(b) to a conviction is to the final decision in the
proceedings.

(5) For this purpose—
(a) a conviction becomes final—

(i) if not appealed against, at the end of the period for bringing an appeal,
or
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(ii) if appealed against, at the time when the appeal (or any further appeal)
is disposed of; and

(b) an appeal is disposed of—
(i) if it is determined and the period for bringing any further appeal has

ended, or
(ii) if it is abandoned or otherwise ceases to have effect.

(6) In this section “occupational pension scheme” means an occupational pension scheme
as defined in section 150(5) of the Finance Act 2004 (c. 12) that is established under
a trust.

Commencement Information
I55 S. 235 wholly in force at 1.10.2007; s. 235 not in force at Royal Assent see s. 1300; s. 235 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3 para. 15)

236 Qualifying indemnity provision to be disclosed in directors' report

(1) This section requires disclosure in the directors' report of—
(a) qualifying third party indemnity provision, and
(b) qualifying pension scheme indemnity provision.

Such provision is referred to in this section as “qualifying indemnity provision”.

(2) If when a directors' report is approved any qualifying indemnity provision (whether
made by the company or otherwise) is in force for the benefit of one or more directors
of the company, the report must state that such provision is in force.

(3) If at any time during the financial year to which a directors' report relates any such
provision was in force for the benefit of one or more persons who were then directors
of the company, the report must state that such provision was in force.

(4) If when a directors' report is approved qualifying indemnity provision made by the
company is in force for the benefit of one or more directors of an associated company,
the report must state that such provision is in force.

(5) If at any time during the financial year to which a directors' report relates any such
provision was in force for the benefit of one or more persons who were then directors
of an associated company, the report must state that such provision was in force.

Commencement Information
I56 S. 236 wholly in force at 1.10.2007; s. 236 not in force at Royal Assent see s. 1300; s. 236 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3 para. 15)

237 Copy of qualifying indemnity provision to be available for inspection

(1) This section has effect where qualifying indemnity provision is made for a director of
a company, and applies—
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(a) to the company of which he is a director (whether the provision is made by
that company or an associated company), and

(b) where the provision is made by an associated company, to that company.

(2) That company or, as the case may be, each of them must keep available for
inspection—

(a) a copy of the qualifying indemnity provision, or
(b) if the provision is not in writing, a written memorandum setting out its terms.

(3) The copy or memorandum must be kept available for inspection at—
(a) the company's registered office, or
(b) a place specified in regulations under section 1136.

(4) The copy or memorandum must be retained by the company for at least one year
from the date of termination or expiry of the provision and must be kept available for
inspection during that time.

(5) The company must give notice to the registrar—
(a) of the place at which the copy or memorandum is kept available for inspection,

and
(b) of any change in that place,

unless it has at all times been kept at the company's registered office.

(6) If default is made in complying with subsection (2), (3) or (4), or default is made for
14 days in complying with subsection (5), an offence is committed by every officer
of the company who is in default.

(7) A person guilty of an offence under this section is liable on summary conviction to
a fine not exceeding level 3 on the standard scale and, for continued contravention, a
daily default fine not exceeding one-tenth of level 3 on the standard scale.

(8) The provisions of this section apply to a variation of a qualifying indemnity provision
as they apply to the original provision.

(9) In this section “qualifying indemnity provision” means—
(a) qualifying third party indemnity provision, and
(b) qualifying pension scheme indemnity provision.

Commencement Information
I57 S. 237 wholly in force at 1.10.2007; s. 237 not in force at Royal Assent see s. 1300; s. 237 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3 para. 15)

238 Right of member to inspect and request copy

(1) Every copy or memorandum required to be kept by a company under section 237 must
be open to inspection by any member of the company without charge.

(2) Any member of the company is entitled, on request and on payment of such fee as
may be prescribed, to be provided with a copy of any such copy or memorandum.
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The copy must be provided within seven days after the request is received by the
company.

(3) If an inspection required under subsection (1) is refused, or default is made in
complying with subsection (2), an offence is committed by every officer of the
company who is in default.

(4) A person guilty of an offence under this section is liable on summary conviction to
a fine not exceeding level 3 on the standard scale and, for continued contravention, a
daily default fine not exceeding one-tenth of level 3 on the standard scale.

(5) In the case of any such refusal or default the court may by order compel an immediate
inspection or, as the case may be, direct that the copy required be sent to the person
requiring it.

Commencement Information
I58 S. 238 wholly in force at 1.10.1007; s. 238 not in force at Royal Assent, see s. 1300; s. 238 in force for

specified purposes at 20.1.2007 by S.I. 2006/3428, art. 3(3) (subject to art. 5, Sch. 1 and with arts. 6,
8, Sch. 5); s. 238 wholly in force at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12
and subject to transitional adaptations specified in Sch. 1 and with transitional provisions and savings
in Sch. 3 (as amended (14.1.2008) by S.I. 2007/3495, art. 11, Sch. 5 para. 2(3)))

Ratification of acts giving rise to liability

239 Ratification of acts of directors

(1) This section applies to the ratification by a company of conduct by a director
amounting to negligence, default, breach of duty or breach of trust in relation to the
company.

(2) The decision of the company to ratify such conduct must be made by resolution of the
members of the company.

(3) Where the resolution is proposed as a written resolution neither the director (if a
member of the company) nor any member connected with him is an eligible member.

(4) Where the resolution is proposed at a meeting, it is passed only if the necessary
majority is obtained disregarding votes in favour of the resolution by the director (if
a member of the company) and any member connected with him.

This does not prevent the director or any such member from attending, being counted
towards the quorum and taking part in the proceedings at any meeting at which the
decision is considered.

(5) For the purposes of this section—
(a) “conduct” includes acts and omissions;
(b) “director” includes a former director;
(c) a shadow director is treated as a director; and
(d) in section 252 (meaning of “connected person”), subsection (3) does not apply

(exclusion of person who is himself a director).

(6) Nothing in this section affects—
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(a) the validity of a decision taken by unanimous consent of the members of the
company, or

(b) any power of the directors to agree not to sue, or to settle or release a claim
made by them on behalf of the company.

(7) This section does not affect any other enactment or rule of law imposing additional
requirements for valid ratification or any rule of law as to acts that are incapable of
being ratified by the company.

Commencement Information
I59 S. 239 wholly in force at 1.10.2007; s. 239 not in force at Royal Assent see s. 1300, s. 239 in force at

1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12 and subject to transitional adaptations
specified in Sch. 1 and with transitional provisions and savings in Sch. 3 para. 15)

CHAPTER 8

DIRECTORS' RESIDENTIAL ADDRESSES: PROTECTION FROM DISCLOSURE

240 Protected information

(1) This Chapter makes provision for protecting, in the case of a company director who
is an individual—

(a) information as to his usual residential address;
(b) the information that his service address is his usual residential address.

(2) That information is referred to in this Chapter as “protected information”.

(3) Information does not cease to be protected information on the individual ceasing to
be a director of the company.

References in this Chapter to a director include, to that extent, a former director.

Modifications etc. (not altering text)
C258 Ss. 240-246 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships

(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 19 (with Sch. 1
paras. 8-10, 34, 35)

C259 Ss. 240-246 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 7 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

241 Protected information: restriction on use or disclosure by company

(1) A company must not use or disclose protected information about any of its directors,
except—

(a) for communicating with the director concerned,
(b) in order to comply with any requirement of the Companies Acts as to

particulars to be sent to the registrar, or
(c) in accordance with section 244 (disclosure under court order).
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(2) Subsection (1) does not prohibit any use or disclosure of protected information with
the consent of the director concerned.

Modifications etc. (not altering text)
C260 Ss. 240-246 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships

(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 19 (with Sch. 1
paras. 8-10, 34, 35)

C261 Ss. 240-246 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 7 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

242 Protected information: restriction on use or disclosure by registrar

(1) The registrar must omit protected information from the material on the register that
is available for inspection where—

(a) it is contained in a document delivered to him in which such information is
required to be stated, and

(b) in the case of a document having more than one part, it is contained in a part
of the document in which such information is required to be stated.

(2) The registrar is not obliged—
(a) to check other documents or (as the case may be) other parts of the document

to ensure the absence of protected information, or
(b) to omit from the material that is available for public inspection anything

registered before this Chapter comes into force.

(3) The registrar must not use or disclose protected information except—
(a) as permitted by section 243 (permitted use or disclosure by registrar), or
(b) in accordance with section 244 (disclosure under court order).

Modifications etc. (not altering text)
C262 Ss. 240-246 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships

(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 19 (with Sch. 1
paras. 8-10, 34, 35)

C263 Ss. 240-246 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 7 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

243 Permitted use or disclosure by the registrar

(1) The registrar may use protected information for communicating with the director in
question.

(2) The registrar may disclose protected information—
(a) to a public authority specified for the purposes of this section by regulations

made by the Secretary of State, or
(b) to a credit reference agency.
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(3) The Secretary of State may make provision by regulations—
(a) specifying conditions for the disclosure of protected information in

accordance with this section, and
(b) providing for the charging of fees.

(4) The Secretary of State may make provision by regulations requiring the registrar, on
application, to refrain from disclosing protected information relating to a director to
a credit reference agency.

(5) Regulations under subsection (4) may make provision as to—
(a) who may make an application,
(b) the grounds on which an application may be made,
(c) the information to be included in and documents to accompany an application,

and
(d) how an application is to be determined.

(6) Provision under subsection (5)(d) may in particular—
(a) confer a discretion on the registrar;
(b) provide for a question to be referred to a person other than the registrar for

the purposes of determining the application.

(7) In this section—
“credit reference agency” means a person carrying on a business

comprising the furnishing of information relevant to the financial standing of
individuals, being information collected by the agency for that purpose; and

“public authority” includes any person or body having functions of a public
nature.

(8) Regulations under this section are subject to negative resolution procedure.

Modifications etc. (not altering text)
C264 Ss. 240-246 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships

(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 19 (with Sch. 1
paras. 8-10, 34, 35)

C265 Ss. 240-246 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 7 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

Commencement Information
I60 S. 243 wholly in force at 1.10.2009; s. 243 not in force at Royal Assent, see s. 1300; s. 243 in force for

specified purposes at 20.1.2007 by S.I. 2006/3428, art. 3(3) (subject to art. 5, Sch. 1 and with arts. 6,
8, Sch. 5); s. 243 otherwise in force at 1.10.2009 by S.I. 2008/2860, art. 3(i) (with arts. 5, 7, 8, Sch. 2)
(as amended by S.I. 2009/1802, art. 18)

244 Disclosure under court order

(1) The court may make an order for the disclosure of protected information by the
company or by the registrar if—
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(a) there is evidence that service of documents at a service address other than the
director's usual residential address is not effective to bring them to the notice
of the director, or

(b) it is necessary or expedient for the information to be provided in connection
with the enforcement of an order or decree of the court,

and the court is otherwise satisfied that it is appropriate to make the order.

(2) An order for disclosure by the registrar is to be made only if the company—
(a) does not have the director's usual residential address, or
(b) has been dissolved.

(3) The order may be made on the application of a liquidator, creditor or member of the
company, or any other person appearing to the court to have a sufficient interest.

(4) The order must specify the persons to whom, and purposes for which, disclosure is
authorised.

Modifications etc. (not altering text)
C266 Ss. 240-246 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships

(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 19 (with Sch. 1
paras. 8-10, 34, 35)

C267 Ss. 240-246 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 7 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

245 Circumstances in which registrar may put address on the public record

(1) The registrar may put a director's usual residential address on the public record if—
(a) communications sent by the registrar to the director and requiring a response

within a specified period remain unanswered, or
(b) there is evidence that service of documents at a service address provided in

place of the director's usual residential address is not effective to bring them
to the notice of the director.

(2) The registrar must give notice of the proposal—
(a) to the director, and
(b) to every company of which the registrar has been notified that the individual

is a director.

(3) The notice must—
(a) state the grounds on which it is proposed to put the director's usual residential

address on the public record, and
(b) specify a period within which representations may be made before that is done.

(4) It must be sent to the director at his usual residential address, unless it appears to the
registrar that service at that address may be ineffective to bring it to the individual's
notice, in which case it may be sent to any service address provided in place of that
address.

(5) The registrar must take account of any representations received within the specified
period.
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(6) What is meant by putting the address on the public record is explained in section 246.

Modifications etc. (not altering text)
C268 Ss. 240-246 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships

(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 19 (with Sch. 1
paras. 8-10, 34, 35)

C269 Ss. 240-246 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations
2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 7 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

246 Putting the address on the public record

(1) The registrar, on deciding in accordance with section 245 that a director's usual
residential address is to be put on the public record, shall proceed as if notice of a
change of registered particulars had been given—

(a) stating that address as the director's service address, and
(b) stating that the director's usual residential address is the same as his service

address.

(2) The registrar must give notice of having done so—
(a) to the director, and
(b) to the company.

(3) On receipt of the notice the company must—
(a) enter the director's usual residential address in its register of directors as his

service address, and
(b) state in its register of directors' residential addresses that his usual residential

address is the same as his service address.

(4) If the company has been notified by the director in question of a more recent address
as his usual residential address, it must—

(a) enter that address in its register of directors as the director's service address,
and

(b) give notice to the registrar as on a change of registered particulars.

(5) If a company fails to comply with subsection (3) or (4), an offence is committed by—
(a) the company, and
(b) every officer of the company who is in default.

(6) A person guilty of an offence under subsection (5) is liable on summary conviction to
a fine not exceeding level 5 on the standard scale and, for continued contravention, a
daily default fine not exceeding [F17one-tenth of level 5 on the standard scale][F17one-
tenth of the greater of £5,000 or level 4 on the standard scale].

(7) A director whose usual residential address has been put on the public record by the
registrar under this section may not register a service address other than his usual
residential address for a period of five years from the date of the registrar's decision.
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Textual Amendments
F17 Words in s. 246(6) substituted (E.W.) (12.3.2015) by The Legal Aid, Sentencing and Punishment of

Offenders Act 2012 (Fines on Summary Conviction) Regulations 2015 (S.I. 2015/664), reg. 1(1), Sch.
3 para. 9(8) (with reg. 5(1))

Modifications etc. (not altering text)
C270 Ss. 240-246 applied (with modifications) (1.10.2009) by The Unregistered Companies Regulations

2009 (S.I. 2009/2436), regs. 3-5, Sch. 1 para. 7 (with transitional provisions and savings in regs. 7, 9,
Sch. 2)

C271 Ss. 240-246 applied (with modifications) (1.10.2009) by The Limited Liability Partnerships
(Application of Companies Act 2006) Regulations 2009 (S.I. 2009/1804), regs. 2, 19 (with Sch. 1
paras. 8-10, 34, 35) (as amended (E.W.) (12.3.2015) by The Legal Aid, Sentencing and Punishment of
Offenders Act 2012 (Fines on Summary Conviction) Regulations 2015 (S.I. 2015/664), reg. 1(1), Sch.
3 para. 14(3) (with reg. 5(1)))

CHAPTER 9

SUPPLEMENTARY PROVISIONS

Provision for employees on cessation or transfer of business

247 Power to make provision for employees on cessation or transfer of business

(1) The powers of the directors of a company include (if they would not otherwise do so)
power to make provision for the benefit of persons employed or formerly employed by
the company, or any of its subsidiaries, in connection with the cessation or the transfer
to any person of the whole or part of the undertaking of the company or that subsidiary.

(2) This power is exercisable notwithstanding the general duty imposed by section 172
(duty to promote the success of the company).

(3) In the case of a company that is a charity it is exercisable notwithstanding any
restrictions on the directors' powers (or the company's capacity) flowing from the
objects of the company.

(4) The power may only be exercised if sanctioned—
(a) by a resolution of the company, or
(b) by a resolution of the directors,

in accordance with the following provisions.

(5) A resolution of the directors—
(a) must be authorised by the company's articles, and
(b) is not sufficient sanction for payments to or for the benefit of directors, former

directors or shadow directors.

(6) Any other requirements of the company's articles as to the exercise of the power
conferred by this section must be complied with.

(7) Any payment under this section must be made—
(a) before the commencement of any winding up of the company, and
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(b) out of profits of the company that are available for dividend.

Records of meetings of directors

248 Minutes of directors' meetings

(1) Every company must cause minutes of all proceedings at meetings of its directors to
be recorded.

(2) The records must be kept for at least ten years from the date of the meeting.

(3) If a company fails to comply with this section, an offence is committed by every officer
of the company who is in default.

(4) A person guilty of an offence under this section is liable on summary conviction to
a fine not exceeding level 3 on the standard scale and, for continued contravention, a
daily default fine not exceeding one-tenth of level 3 on the standard scale.

249 Minutes as evidence

(1) Minutes recorded in accordance with section 248, if purporting to be authenticated
by the chairman of the meeting or by the chairman of the next directors' meeting, are
evidence (in Scotland, sufficient evidence) of the proceedings at the meeting.

(2) Where minutes have been made in accordance with that section of the proceedings of
a meeting of directors, then, until the contrary is proved—

(a) the meeting is deemed duly held and convened,
(b) all proceedings at the meeting are deemed to have duly taken place, and
(c) all appointments at the meeting are deemed valid.

Meaning of “director” and “shadow director”

250 “Director”

In the Companies Acts “director” includes any person occupying the position of
director, by whatever name called.

251 “Shadow director”

(1) In the Companies Acts “shadow director”, in relation to a company, means a person
in accordance with whose directions or instructions the directors of the company are
accustomed to act.

(2) A person is not to be regarded as a shadow director by reason only that the directors
act [F18—

(a) on advice given by that person in a professional capacity;
(b) in accordance with instructions, a direction, guidance or advice given by that

person in the exercise of a function conferred by or under an enactment;
(c) in accordance with guidance or advice given by that person in that person's

capacity as a Minister of the Crown (within the meaning of the Ministers of
the Crown Act 1975)]
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(3) A body corporate is not to be regarded as a shadow director of any of its subsidiary
companies for the purposes of—

Chapter 2 (general duties of directors),
Chapter 4 (transactions requiring members' approval), or
Chapter 6 (contract with sole member who is also a director),

by reason only that the directors of the subsidiary are accustomed to act in accordance
with its directions or instructions.

Textual Amendments
F18 Words in s. 251(2) substituted (26.5.2015) by Small Business, Enterprise and Employment Act 2015

(c. 26), ss. 90(3), 164(3)(g)(iii)

Other definitions

252 Persons connected with a director

(1) This section defines what is meant by references in this Part to a person being
“connected” with a director of a company (or a director being “connected” with a
person).

(2) The following persons (and only those persons) are connected with a director of a
company—

(a) members of the director's family (see section 253);
(b) a body corporate with which the director is connected (as defined in

section 254);
(c) a person acting in his capacity as trustee of a trust—

(i) the beneficiaries of which include the director or a person who by
virtue of paragraph (a) or (b) is connected with him, or

(ii) the terms of which confer a power on the trustees that may be
exercised for the benefit of the director or any such person,

other than a trust for the purposes of an employees' share scheme or a pension
scheme;

(d) a person acting in his capacity as partner—
(i) of the director, or

(ii) of a person who, by virtue of paragraph (a), (b) or (c), is connected
with that director;

(e) a firm that is a legal person under the law by which it is governed and in
which—

(i) the director is a partner,
(ii) a partner is a person who, by virtue of paragraph (a), (b) or (c) is

connected with the director, or
(iii) a partner is a firm in which the director is a partner or in which there

is a partner who, by virtue of paragraph (a), (b) or (c), is connected
with the director.

(3) References in this Part to a person connected with a director of a company do not
include a person who is himself a director of the company.

http://www.legislation.gov.uk/id/ukpga/2015/26
http://www.legislation.gov.uk/id/ukpga/2015/26
http://www.legislation.gov.uk/id/ukpga/2015/26/section/90/3
http://www.legislation.gov.uk/id/ukpga/2015/26/section/164/3/g/iii


80 Companies Act 2006 (c. 46)
Part 10 – A company's directors

Chapter 9 – Supplementary provisions
Document Generated: 2024-04-28

Status: Point in time view as at 01/03/2016.
Changes to legislation: There are outstanding changes not yet made by the legislation.gov.uk
editorial team to Companies Act 2006. Any changes that have already been made by the team
appear in the content and are referenced with annotations. (See end of Document for details)

Modifications etc. (not altering text)
C272 S. 252 applied (26.7.2007) by Pensions Act 2007 (c. 22), ss. 20, 30(1)(c), Sch. 6 para. 13(6)
C273 S. 252 applied (5.7.2010) by Pensions Act 2008 (c. 30), ss. 75, 149, Sch. 1 para. 13(6); S.I. 2010/10,

art. 2(a)
C274 Ss. 252-255 applied (with modifications) (1.8.2014) by Co-operative and Community Benefit Societies

Act 2014 (c. 14), ss. 49(5), 154 (with Sch. 5)

253 Members of a director's family

(1) This section defines what is meant by references in this Part to members of a director's
family.

(2) For the purposes of this Part the members of a director's family are—
(a) the director's spouse or civil partner;
(b) any other person (whether of a different sex or the same sex) with whom the

director lives as partner in an enduring family relationship;
(c) the director's children or step-children;
(d) any children or step-children of a person within paragraph (b) (and who are

not children or step-children of the director) who live with the director and
have not attained the age of 18;

(e) the director's parents.

(3) Subsection (2)(b) does not apply if the other person is the director's grandparent or
grandchild, sister, brother, aunt or uncle, or nephew or niece.

Modifications etc. (not altering text)
C274 Ss. 252-255 applied (with modifications) (1.8.2014) by Co-operative and Community Benefit Societies

Act 2014 (c. 14), ss. 49(5), 154 (with Sch. 5)

254 Director “connected with” a body corporate

(1) This section defines what is meant by references in this Part to a director being
“connected with” a body corporate.

(2) A director is connected with a body corporate if, but only if, he and the persons
connected with him together—

(a) are interested in shares comprised in the equity share capital of that body
corporate of a nominal value equal to at least 20% of that share capital, or

(b) are entitled to exercise or control the exercise of more than 20% of the voting
power at any general meeting of that body.

(3) The rules set out in Schedule 1 (references to interest in shares or debentures) apply
for the purposes of this section.

(4) References in this section to voting power the exercise of which is controlled by
a director include voting power whose exercise is controlled by a body corporate
controlled by him.
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(5) Shares in a company held as treasury shares, and any voting rights attached to such
shares, are disregarded for the purposes of this section.

(6) For the avoidance of circularity in the application of section 252 (meaning of
“connected person”) —

(a) a body corporate with which a director is connected is not treated for the
purposes of this section as connected with him unless it is also connected with
him by virtue of subsection (2)(c) or (d) of that section (connection as trustee
or partner); and

(b) a trustee of a trust the beneficiaries of which include (or may include) a body
corporate with which a director is connected is not treated for the purposes of
this section as connected with a director by reason only of that fact.

Modifications etc. (not altering text)
C274 Ss. 252-255 applied (with modifications) (1.8.2014) by Co-operative and Community Benefit Societies

Act 2014 (c. 14), ss. 49(5), 154 (with Sch. 5)

255 Director “controlling” a body corporate

(1) This section defines what is meant by references in this Part to a director “controlling”
a body corporate.

(2) A director of a company is taken to control a body corporate if, but only if—
(a) he or any person connected with him—

(i) is interested in any part of the equity share capital of that body, or
(ii) is entitled to exercise or control the exercise of any part of the voting

power at any general meeting of that body, and
(b) he, the persons connected with him and the other directors of that company,

together—
(i) are interested in more than 50% of that share capital, or

(ii) are entitled to exercise or control the exercise of more than 50% of
that voting power.

(3) The rules set out in Schedule 1 (references to interest in shares or debentures) apply
for the purposes of this section.

(4) References in this section to voting power the exercise of which is controlled by
a director include voting power whose exercise is controlled by a body corporate
controlled by him.

(5) Shares in a company held as treasury shares, and any voting rights attached to such
shares, are disregarded for the purposes of this section.

(6) For the avoidance of circularity in the application of section 252 (meaning of
“connected person”)—

(a) a body corporate with which a director is connected is not treated for the
purposes of this section as connected with him unless it is also connected with
him by virtue of subsection (2)(c) or (d) of that section (connection as trustee
or partner); and
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(b) a trustee of a trust the beneficiaries of which include (or may include) a body
corporate with which a director is connected is not treated for the purposes of
this section as connected with a director by reason only of that fact.

Modifications etc. (not altering text)
C274 Ss. 252-255 applied (with modifications) (1.8.2014) by Co-operative and Community Benefit Societies

Act 2014 (c. 14), ss. 49(5), 154 (with Sch. 5)

256 Associated bodies corporate

For the purposes of this Part—
(a) bodies corporate are associated if one is a subsidiary of the other or both are

subsidiaries of the same body corporate, and
(b) companies are associated if one is a subsidiary of the other or both are

subsidiaries of the same body corporate.

257 References to company's constitution

(1) References in this Part to a company's constitution include—
(a) any resolution or other decision come to in accordance with the constitution,

and
(b) any decision by the members of the company, or a class of members, that is

treated by virtue of any enactment or rule of law as equivalent to a decision
by the company.

(2) This is in addition to the matters mentioned in section 17 (general provision as to
matters contained in company's constitution).

General

258 Power to increase financial limits

(1) The Secretary of State may by order substitute for any sum of money specified in this
Part a larger sum specified in the order.

(2) An order under this section is subject to negative resolution procedure.

(3) An order does not have effect in relation to anything done or not done before it comes
into force.

Accordingly, proceedings in respect of any liability incurred before that time may be
continued or instituted as if the order had not been made.

Commencement Information
I61 S. 258 wholly in force at 1.10.2007; s. 258 not in force at Royal Assent, see s. 1300; s. 258 in force for

specified purposes at 20.1.2007 by S.I. 2006/3428, art. 3(3) (subject to art. 5, Sch. 1 and with arts. 6,
8, Sch. 5); s. 258 wholly in force at 1.10.2007 by S.I. 2007/2194, art. 2(1)(d) (with saving in art. 12
and subject to transitional adaptations specified in Sch. 1 and with transitional provisions and savings
in Sch. 3 para. 15)
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259 Transactions under foreign law

For the purposes of this Part it is immaterial whether the law that (apart from this Act)
governs an arrangement or transaction is the law of the United Kingdom, or a part
of it, or not.
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