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1981 CHAPTER 62

An Act to amend the law relating to companies and business
names. [30th October 1981]

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

BE IT ENACTED by the Queen’s most Excellent Majesty, by and

ParT I
COMPANY ACCOUNTING AND DISCLOSURE

General provisions with respect to the form and content of
accounts

1.—(1) Section 149 of the 1948 Act shall be renumbered General
section 149A and the following section shall be inserted in that gvfi?}‘lﬂfé‘q’g:ct
Act as section 149— to the form
*“ General 149.—(1) The accounts of a company prepared and content
with respect  Under section 1 of the Companies Act 1976 shall of accounts.
to the form comply with the requirements of Schedule 8 to this
g’t}‘; Sontent - Act (so far as applicable) with respect to the form

 and content of the balance sheet and profit and loss
account and any additional information to be pro-

vided by way of notes to the accounts.

(2) Every balance sheet of a company so prepared
shall give a true and fair view of the state of affairs
of the company as at the end of its financial year,
and every profit and loss account of a company so
prepared shall give a true and fair view of the
profit or loss of the company for the financial year.

A4
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(3) Subsection (2) above overrides the requirements
of Schedule 8 to this Act and all other require-
ments of the Companies Acts 1948 to 1981 as to the
matters to be included in a company’s accounts or
in notes to those accounts ; and accordingly—

(@) if a balance sheet or profit and loss account
of a company drawn up in accordance
with those requirements would not provide
sufficient information to comply with that
subsection, any necessary additional
information must be provided in that bal-
ance sheet or profit and loss account or in a
note to the accounts ; and

(b) if, owing to special circumstances in the
case of any company, compliance with any
such requirement in relation to any balance
sheet or profit and loss account of the com-
pany would prevent that balance sheet or
profit and loss account from complying
with that subsection (even if additional
information were provided in accordance
with paragraph (@) above) the directors of
that company shall depart from that
requirement in preparing that balance
sheet or profit and loss account (so far as
necessary in order to comply with that
subsection).

(4) Where the directors of any company depart
from any such requirement in relation to the accounts
of the company, particulars of that departure, the
reasons for it and its effect shall be given in a note
to the accounts.

(5) This section, with the exception of subsections
(6) and (8), shall not apply to any group accounts
prepared by a company under section 1 of the
Companies Act 1976 (taken with section 150 of this
Act); and, subject to subsection (6) below, sub-
sections (1) and (2) above shall not apply to a com-
pany’s profit and loss account (or require the notes
otherwise required in relation to that account) if—

(a) the company has subsidiaries ; and
(b) the profit and loss account is framed as a
consolidated profit and loss account deal-
ing with all or any of the company’s sub-
sidiaries as well as the company and—
() complies with the requirements of
this Act relating to comsolidated profit
and loss accounts ; and
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(i) shows how much of the consoli- PART |
dated profit or loss for the financial year
is dealt with in the accounts of the
company.

(6) Where in the case of any company advantage
is taken of subsection (5) above that fact shall be
disclosed in a note to the group accounts.

(7) If any accounts of a company of which a
copy is laid before the company in general meeting
or delivered to the registrar of companies do not
comply with the requirements of this section and with
the other requirements of the Companies Acts 1948
to 1981 as to the matters to be included in or in
a note to those accounts, every person who, at the
time when the copy is so laid or delivered, is a
director of the company shall be guilty of an offence
and, in respect of each such offence, shall be liable—

(@) on conviction on indictment, to a fine ;
(b) on summary conviction, to a fine not exceed-
ing the statutory maximum ;
but in any proceedings against a person for an offence
under this section it shall be a defence for him to
prove that he took all reasonable steps for securing
compliance with the requirements in question.

(8) For the purposes of this Act, except where the
context otherwise requires—

(@) any reference to a balance sheet or profit
and loss account shall include any notes
to the accounts in question giving informa-
tion which is required by any provision of
the Companies Acts 1948 to 1981 and re-
quired or allowed by any such provision to
be given in a note to a company’s accounts ;
and

(b) any reference to a profit and loss account
shall be taken, in the case of a company
not trading for profit, as referring to its
income and expenditure account, and ref-
erences to profit or to loss, and if the com-
pany has subsidiaries, references to a
consolidated profit and loss account shall
be construed accordingly.”

(2) Schedule 8 to the 1948 Act shall be renumbered as
Schedule 8A and the Schedule set out as Schedule 1 to this
Act shall be inserted in the 1948 Act as Schedule 8.
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2. Section 152 of the 1948 Act shall be renumbered as
section 152A and the following section shall be inserted in
that Act as section 152—

“Group
accounts.

152.—(1) Subject to the following provisions of
this section, the group accounts prepared by a
holding company under section 1 of the Companies
Act 1976 (taken with section 150 of this Act) shall
comply with the requirements of Schedule 8 to this
Act (so far as applicable to group accounts in the
form in which those accounts are prepared) with
respect to the form and content of those accounts
and any additional information to be provided by
way of notes to those accounts.

(2) Those accounts (together with any notes to
those accounts) shall give a true and fair view of the
state of affairs and profit or loss of the company and
the subsidiaries dealt with by those accounts as a
whole, so far as concerns members of the company.

(3) Subsection (2) above overrides the require-
ments of Schedule 8 to this Act and all other require-
ments of the Companies Acts 1948 to 1981 as to
the matters to be included in or in a note to
group accounts prepared by a holding company ; and
accordingly paragraphs (@) and (b) of subsection (3)
and subsection (4) of section 149 of this Act shall
apply in relation to the true and fair view required
by subsection (2) above, with the substitution of
references to the group accounts for references to the
balance sheet or profit and loss account or the
accounts of the company.

(4) Where the financial year of a subsidiary does
not coincide with that of the holding company, the
group accounts shall, unless the Secretary of State
on the application or with the consent of the holding
company’s directors otherwise directs, deal with the
subsidiary’s state of affairs as at the end of its finan-
cial year ending with or last before that of the
holding company and with the subsidiary’s profit or
loss for that financial year.

(5) The Secretary of State may, on the application
or with the consent of a company’s directors, modify
the requirements of Schedule 8 to this Act as they
have effect in relation to that company by virtue of
subsection (1) above for the purpose of adapting
them to the circumstances of the company; and
references above in this section to the requirements
of that Schedule shall be read in relation to that
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company as references to those requirements as so PART 1
modified.”.

Notes to the accounts

3.—(1) In section 4 of the 1967 Act (which requires a com- Extension of
pany to state in its accounts the identities, etc., of bodies cor- r%q““t":meffs ;
porate, not being subsidiaries, in which it holds shares represent- ?hes‘i‘;égnmf
ing a certain proportion of the equity share capital of those
bodies corporate or, as the case may be, of its own assets) the
following subsection shall be inserted after subsection (1)—

“(1A) Subject to the provisions of this section, if, at
the end of its financial year, a company holds shares
comprised in the share capital of another body corporate
(not being its subsidiary) exceeding in nominal value one-
tenth of the allotted share capital of that body, there shall
be stated in a note to the accounts of the company prepared
under section 1 of the Companies Act 1976—

(@) the name of that other body corporate and—

() if it be incorporated in Great Britain
and if it be registered in England and the com-
pany be registered in Scotland (or vice versa),
the country in which it is registered ; and

@) if it be incorporated outside Great
Britain, the country in which it is incorporated ;

and

(b) the identity of each class of such shares held and
the proportion of the nominal value of the allotted
shares of that class represented by the shares of
that class held by the company.”.
(2) The following amendments shall be made in section 4 in
consequence of subsection (1) above—
(@) in subsection (3), for the words “ Neither of the fore-
going subsections ” there shall be substituted the words
“ None of the foregoing provisions of this section ”;
(b) in subsection (4)—

(i) after the words * subsection (1) > there shall be
inserted the words “ or (1A)”;

(ii) for the words “ that subsection ” (in the first
place where they occur) there shall be substituted the
words “ either or both of those subsections” ; and

(iii) for the words “ that subsection ” (in the second
place where they occur) there shall be substituted the
words “ subsection (1) or (as the case may be) with
subsection (1A) ”; and

(c) in subsection (5)(b), after the words “ subsection (1)
there shall be inserted the words “ or (as the case may
be) with subsection (1A) ”.

[
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4.—(1) Subject to the following provisions of this section,
where—
(@) at the end of its financial year a company has
subsidiaries ; and
(b) it is required under section 3(1) of the 1967 Act (dis-
closure of particulars of subsidiaries and shareholdings
in subsidiaries in company’s accounts) to disclose par-
ticulars with respect to any of those subsidiaries in a note
to its accounts ;
the additional information specified in subsection (3) below shall
be given with respect to each subsidiary to which the requirement
under section 3(1) applies in a note to the company’s accounts.

(2) Subject to the following provisions of this section, where—
(a) at the end of its financial year a company holds shares
in another body corporate ; and
(b) it is required under section 4(1A) of that Act (disclosure
of particulars of bodies corporate and of shareholdings
in bodies corporate in which a company holds more
than one-tenth of allotted share capital) to disclose par-
ticulars with respect to that body corporate in a note
to its accounts ; and
(c) the shares held by the company in that body corporate
exceed in nominal value one-fifth of the allotted share
capital of that body ;
the additional information specified in subsection (3) below
shall be given with respect to that body corporate in a note to
the company’s accounts.

(3) The information mentioned in subsections (1) and (2)
above is, in relation to any body corporate (whether a subsidiary
of the company or not)—

(a) the aggregate-amount of the capital and reserves of that
body corporate as at the end of the financial year of
that body corporate ending with or last before the
financial year of the company to which the accounts
relate ; and

(b) the profit or loss of that body corporate for the financial
year of that body corporate mentioned in paragraph (a)
above.

(4) That information need not be given in respect of a sub-
sidiary of the company if either the company is exempt from
preparing group accounts by virtue of section 150(2)(a) of the
1948 Act (company the wholly owned subsidiary of another body
corporate incorporated in Great Britain) or the company pre-
pares group accounts and either—

(a) the accounts of the subsidiary are included in those group
accounts ; or
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(b) the investment of the company in the shares of the
subsidiary is included in or in a note to the company’s
accounts by way of the equity method of valuation.

(5) That information need not be given in respect of any other
body corporate in which the company holds shares if the invest-
ment of the company in those shares is included in or in a note
to the company’s accounts by way of the equity method of
valuation.

(6) That information need not be given in respect of any
body corporate if—

(a) that body corporate is not required by section 1 or 9
of the 1976 Act to deliver a copy of its balance sheet
for the financial year mentioned in subsection (3)(@)
above to the registrar of companies and does not
otherwise publish that balance sheet in Great Britain

or elsewhere ; and

(b) the shares held by the company in that body corporate
do not amount to at least one-half in nominal value
of the allotted share capital of that body.

(7) Information otherwise required by this section need not
be given if it is not material.

(8) Where with respect to any subsidiary of the company or
any other body corporate particulars which would otherwise be
required by section 3(1) or section 4(1A) of the 1967 Act to be
stated in a note to the company’s accounts are omitted by virtue
of subsection (4) of either of those sections (particulars may be
omitted to avoid giving particulars of excessive length, except
in case of subsidiaries, etc., carrying on businesses the results
of the carrying on of which principally affected the profit or
loss or assets of the company)—

(a) any information with respect to any other subsidiary or
body corporate which is given in or in a note to the
company’s accounts in accordance with this section ;
and

(b) any information which would have been required by this
section to be so given in relation to any subsidiary or
other body corporate but for the exemption under sec-
tion 3(4) or 4(4) of the 1967 Act;

shall be annexed to the annual return first made by the company
after copies of its accounts have been laid before it in general
meeting.

(9) If a company fails to satisfy an obligation imposed on it
by subsection (8) above to annex information to a return, the
company and every officer of the company who is in default shall

PART I
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be liable on summary conviction to a fine not exceeding one-
fifth of the statutory maximum or, on conviction after continued
contravention, a default fine not exceeding one-fiftieth of the
statutory maximum.

(10) For the purposes of this section, shares in a body cor-
porate shall be treated as being held, or as not being held, by
the company if they would, by virtue of section 154(3) of the
1948 Act (but on the assumption that paragraph (b)(ii) had been
omitted from that subsection), be treated as being held or (as
the case may be) as not being held by the company for the pur-
pose of determining whether that body corporate is the com-
pany’s subsidiary.

The accounting exemptions

5.—(1) Subject to section 9 of this Act and the following
provisions of this section, a company which qualifies to be
treated as a small or medium-sized company within the meaning
of section 8 of this Act in respect of any financial year shall
be entitled to the benefit of the exemptions provided by section
6 of this Act with respect to the delivery to the registrar of
companies under section 1(7)(a) of the 1976 Act of accounts
and other documents in respect of the accounting reference
period by reference to which that financial year was determined.

(2) Those exemptions are referred to below in this Part of
this Act as the exemptions for individual accounts.

(3) A company shall not be entitled to the benefit of the ex-
emptions for individual accounts in respect of any accounting
reference period if it is, or was at any time within the financial
year to which the accounts prepared in respect of that period
relate—

(@) a public company ;

(b) a banking company, insurance company or shipping
company within the meaning of Schedule 2 to this
Act; or

(c) a member of an ineligible group.

(4) In this section “ group ” means a holding company and
its subsidiaries.

(5) A group is an ineligible group for the purposes of sub-
section (3)(c) above if any of its members is—

(@) a company within paragraph (@) or (b) of that sub-
section ;

{b) a body corporate (other than a company) which has
power under its constitution to offer its shares or deben-
tures to the public and may lawfully exercise that
power ; or
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(c) a body corporate (other than a company) which is either ~ PartI
a recognised bank or licensed institution within the
meaning of the Banking Act 1979 or an insurance 1979 c. 37.
company within the meaning of the Insurance Com-1974 c. 49.
panies Act 1974 to which Part II of that Act applies.

In paragraph (b) above * shares ” and “ debentures ” have the
same meaning as when used in relation to a company.

(6) The provisions of this section and sections 6 to 10 of this
Act are referred to below in this Part of this Act as the account-
ing exemption provisions.

(7) The Secretary of State may by regulations made by
statutory instrument modify the accounting exemption pro-
visions ; and any reference in the Companies Acts to any of the
accounting exemption provisions shall be construed as a
reference to that provision subject to any modifications made
and for the time being in force under this subsection.

(8) Regulations under subsection (7) above reducing the
classes of companies entitled to the benefit of the accounting
exemption provisions or rendering the requirements of those
provisions more onerous shall not be made unless a draft of
the instrument containing the regulations has been laid before
Parliament and approved by resolution of each House of Parlia-
ment.

(9) A statutory instrument containing regulations made under
subsection (7) above, not being regulations to which subsection
(8) above applies, shall be subject to annulment in pursuance
of a resolution of either House of Parliament.

6.—(1) The directors of a company which is entitled to the The
benefit of the exemptions for individual accounts in respect of exemptions
any accounting reference period may deliver copies of modified for individual
accounts to the registrar of companies in respect of that period 2°c0unts-
instead of copies of the accounts of the company prepared in
respect of that period under section 1 of the 1976 Act.

(2) The modifications permitted in the case of the accounts
of a small company delivered to the registrar in respect of any
accounting reference period are as follows—

(@) subject to subsection (4) below, the directors may
deliver to the registrar of companies a copy of a modi-
fied balance sheet prepared for the purposes of this
section in respect of that period, instead of a copy of
the company’s balance sheet prepared in respect of that
period under section 1 of the 1976 Act ;

(b) the directors shall not be required under section 1(7)(a)
of that Act to deliver to the registrar a copy of the
company’s profit and loss account prepared in respect
of that period under that section ;
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(c) the information required by Schedule § to the 1948 Act
to be given in notes to the accounts need not be so
given, with the exception of any information required
in relation to the accounts delivered to the registrar
by any of the provisions of that Schedule mentioned
in subsection (5) below ; and

(d) the information required by section 196 of the 1948 Act
(aggregate amounts of directors’ salaries etc.) or section
6, 7 or 8 of the 1967 Act (detailed particulars of
salaries, etc., of directors and certain other employees)
need not be given.

(3) A modified balance sheet prepared for the purposes of
this section in respect of any accounting reference period of
a company shall be an abbreviated version of the company’s
balance sheet prepared under section 1 of the 1976 Act in respect
of that period, showing only those items to which a letter or
Roman number is assigned in the balance sheet format adopted
by the company in accordance with Part I of Schedule 8 to the
1948 Act, but in other respects corresponding to the balance
sheet prepared under section 1.

(4) Where by virtue of subsection (2)(a) above the directors
of a company deliver to the registrar of companies a copy of
a modified balance sheet prepared in respect of any accounting
reference period for the purposes of this section—

(a) the aggregate of the amounts required by note (5) of the
notes on the balance sheet formats set out in Part I
of Schedule 8 to the 1948 Act to be shown separately
for each item included under debtors (amounts falling
due after more than one year) ; and

(b) the aggregate of the amounts required by note (/3) of
those notes to be shown separately for each item
included under creditors in Format 2 of those formats
(amounts falling due within one year or after more
than one year) ;

shall be disclosed in the balance sheet or in a note to the
accounts.

(5) The provisions of Schedule 8 referred to in subsection
(2)(c) above are the following—

paragraph 36 (accounting policies) ;

paragraph 38 (share capital) ;

paragraph 39 (particulars of allotments) ;

paragraph 48(1) and (4) (particulars of debts) ;

paragraph 58(1) (basis of translation of foreign currency
amounts into sterling) ; and

paragranh 58(2) (corresponding amounts for previous finan-
cial year) ;
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and the reference above to paragraph 58(2) includes that sub-
paragraph as it applies to any item stated in a note to the
company’s accounts, whether by virtue of a requirement of
Schedule 8 mentioned above in this subsection or by virtue of
any other requirement of the Companies Acts.

(6) The directors of a small company which is entitled to the
benefit of the exemptions for individual accounts in respect of
any accounting reference period shall not be required under
section 1(7)(a) of the 1976 Act to deliver to the registrar of
companies in respect of that period a copy of the report of the
directors required by section 157(1) of the 1948 Act to be
attached to the company’s balance sheet prepared under
section 1.

(7) The modifications permitted in the case of the accounts
of a medium-sized company delivered to the registrar in respect
of any accounting reference period are as follows—

(a) the directors may deliver to the registrar of compames
a copy of a modified profit and loss account prepared
for the purposes of this section in respect of that period,
instead of a copy of the company’s profit and loss
account prepared in respect of that period under section
1 of the 1976 Act ; and

(b) the information required by paragraph 55 of Schedule
8 to the 1948 Act (particulars of turnover) need not
be given.

(8) A modified profit and loss account prepared for the pur-
poses of this section in respect of any accounting reference period
of a company shall correspond to the company’s profit and loss
account prepared under section 1 of the 1976 Act in respect of
that period, save for the combination as one item under the
heading “ gross profit or loss ” of the items listed in the profit
and loss account formats set out in Part I of Schedule 8 to the
1948 Act which are specified in paragraph (a), (), (¢) or (d)
below (according to the format adopted by the company)—

(a) items 1, 2, 3 and 6 in Format 1 ;

(b) items 1 to 5 in Format 2 ;

(¢) items A.1, B.1 and B.2 in Format 3 ; and
(d) items A.1, A.2 and B.1 to B.4 in Format 4.

(9) References in this Part of this Act, in relation to any
company, to modified accounts are references to accounts which
comprise or correspond to the accounts (excluding any group
accounts) prepared under section 1 of the 1976 Act in respect of
any accounting reference period of the company, save for any
modifications permitted in accordance with this section in the
case of that company.

ParT I
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(10) Except as provided by section 10 of this Act, nothing in
this section affects any group accounts required to be delivered
to the registrar of companies in respect of any accounting refer-
ence period of a company.

7.—(1) Every copy of a balance sheet of a company which is
delivered to the registrar of companies as a copy of a modified
balance sheet prepared for the purposes of section 6 of this
Act shall be signed as required by section 155 of the 1948 Act
(signature of directors) in the case of a copy of a balance sheet
delivered to the registrar in pursuance of section 1 of the 1976

Act.

(2) Where the directors of a company rely on the exemptions
for individual accounts in delivering any documents to the
registrar of companies in respect of any accounting reference
period, the copy of the company’s balance sheet so delivered
shall contain the statement required by subsection (3) below
in a position immediately above the signatures of the directors
required by section 155 of the 1948 Act or (as the case may be)
by subsection (1) above.

(3) The statement required by this subsection is a statement
by the directors that—

(a) they have relied on the exemptions for individual
accounts ; and

(b) they have done so on the ground that the company is

entitled to the benefit of those exemptions as a small

company or (as the case may be) as a medium-sized

company.

(4) Subject to section 12(11) of this Act, where the directors
of a company rely on the exemptions for individual accounts
in delivering any documents to the registrar of companies in
respect of any accounting reference period, they shall deliver
with those documents a copy of the special auditors’ report
required by subsection (5) below instead of a copy of the report
of the auditors mentioned in section 1(5)(a) of the 1976 Act.

(5) The special auditors’ report required by this subsection
is a report made by the auditors of the company—
(@) stating that in their opinion the requirements for ex-
emption are satisfied ; and
(b) reproducing the full text of the report of the auditors
under section 14 of the 1967 Act on the accounts of
the company prepared under section 1 of the 1976 Act
in respect of the accounting reference period in
question.
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(6) In any case where the directors of a company propose
to rely on the exemptions for individual accounts in delivering
any documents to the registrar of companies in respect of any
accounting reference period it shall be the duty of the auditors
of the company to provide the directors of the company with
a report stating whether in their opinion the requirements for
exemption are satisfied in relation to the documents proposed
to be delivered.

(7) Subject to the preceding provisions of this section, where
the directors of a company rely on the exemptions for indivi-
dual accounts in delivering any documents to the registrar in
respect of any accounting reference period and the require-
ments for exemption are satisfied in relation to the documents
delivered, section 1(7) of the 1976 Act shall have effect in
relation to that company as if any document which by virtue
of any of the accounting exemption provisions is included in
or omitted from the documents so delivered were or (as the
case may be) were not a document required to be comprised in
the accounts of the company in respect of that period within
the meaning of subsection (5) of that section.

(8) References in this section to the requirements for exemp-
tion being satisfied in relation to any documents delivered or
proposed to be delivered to the registrar of companies in re-
spect of any accounting reference period of a company are
references to the fact that—

(@) the company is entitled to the benefit of the exemp-
tions for individual accounts in respect of that period
on the ground claimed by the directors in the state-
ment included in accordance with this section in the
copy of the company’s balance sheet comprised in
the documents in question ; and

(b) any accounts comprised in the documents in question
(other than copies of accounts prepared under section
1 of the 1976 Act) are properly prepared in respect
of that period in accordance with section 6 of this Act.

8.

PArT I

(1) Subject to the following provisions of this section, a Small and

13

company shall qualify to be treated as a small or (as the medium-sized

case may be) as a medium-sized company for the purposes of companies.

the accounting exemption provisions in respect of any financial
year of the company if in respect of that year and the financial
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year immediately preceding that year the company satisfies any
two or more of the qualifying conditions specified in subsection

(2) or (3) below (as the case may require).

(2) The qualifying conditions for a company to be treated as
a small company are as follows—
(a) the amount of its turnover must not exceed £1,400,000 ;
(b) its balance sheet total must not exceed £700,000 ; and
(c) the average number of persons employed by the
company in the financial year in question (determined
on a weekly basis) must not exceed fifty.

(3) The qualifying conditions for a company to be treated as
a medium-sized company are as follows—
(@) the amount of its turnover must not exceed £5,750,000 ;
(b) its balance sheet total must not exceed £2,800,000 ; and
(c) the average number of persons employed by the
company in the financial year in question (determined
on a weekly basis) must not exceed two hundred and

fifty.

(4) References below in this section to a company’s satisfying
the relevant qualifying conditions are references to its satisfying
any two or more of the conditions mentioned in subsection (2)
or (3) above (as the case may require).

(5) Subject to subsection (6) below, a company which quali-
fies by virtue of this section to be treated as a small or
(as the case may be) as a medium-sized company for the purposes
of the accounting exemption provisions in respect of any finan-
cial year shall not cease to be so qualified in respect of the next
following financial year by virtue of failing to satisfy the relevant
qualifying conditions in respect of that year.

(6) A company which qualifies by virtue of subsection (5)
above to be treated as there mentioned in respect of any
financial year may not qualify to be so treated by virtue of that
subsection in respect of the next following financial year ; but
any such company may qualify to be so treated in respect of the
next following financial year if it satisfies the relevant qualifying
conditions in respect of that year (notwithstanding that it did
not satisfy those conditions in respect of the previous year).

(7) A company which is incorporated on or after the appointed
day shall qualify to be treated as a small or (as the case may
be) as a medium-sized company for the purposes of the
accounting exemption provisions in respect of its first financial
year if it satisfies the relevant qualifying conditions in respect
of that year.
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(8) A company which was incorporated before that day shall
qualify to be so treated in respect of the first financial year of
the company in respect of which the accounts of the company
prepared under section 1 of the 1976 Act are prepared in accord-
ance with Schedule 8 to the 1948 Act, as it has effect by virtue
of this Part of this Act, if it satisfies the relevant qualifying
conditions in respect of either—

(@) that first financial year ; or

(b) the financial year immediately preceding that year ;
but if it qualifies to be so treated by virtue of paragraph (b)
above it shall be treated for the purposes of the application of
this section to subsequent financial years as if it had qualified to
be so treated in respect of that first financial year by virtue of
subsection (5) above.

(9) In this section “ balance sheet total ”” means, in relation to
any financial year of a company—

(@) where Format 1 of the balance sheet formats set out in
Part I of Schedule 8 to the 1948 Act is adopted by the
company, the aggregate of the amounts shown in the
company’s balance sheet for that year under headings
corresponding to items A to D in that Format ; and

(b) where Format 2 of those formats is adopted by the
company, the aggregate of the amounts so shown under
the general heading “ Assets ™.

(10) For the purposes of subsections (2)(c) and (3)(c) above,
the average number of persons employed by a company as
there mentioned shall be determined by applying the method of
calculation prescribed by paragraph 56(2) and (3) of Schedule
8 to the 1948 Act for determining the number required by sub-
paragraph (1)(a) of that paragraph to be stated in a note to a
company’s accounts.

(11) In the application of this section to any period which is a
financial year of a company but not in fact a year, the maximum
figures for turnover in subsections (2)(a) and (3)(a@) above shall
be proportionately adjusted.

(12) For the purpose of determining for the purposes of sub-
section (8)(b) above whether a company satisfies the relevant
qualifying conditions in respect of a financial year in a case
where the accounts of the company in respect of that year pre-
pared under section 1 of the 1976 Act are not prepared in accord-
ance with Schedule 8 to the 1948 Act as it has effect by virtue
of this Part of this Act, subsection (9) above shall be read as
referring to the aggregate of any amounts included in the com-
pany’s balance sheet for that year which correspond to the
amounts mentioned in paragraph (a) or (b) of that subsection.

PaArT 1
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9.—(1) This section applies where the directors of a company
which satisfies the requirements of section 5 of this Act with
respect to the exemptions for individual accounts in respect of
any accounting reference period (referred to below in this
section as the holding company) are required by section 1 of
the 1976 Act (taken with section 150 of the 1948 Act) to prepare
group accounts in respect of that period.

(2) The holding company shall not be entitled to the benefit
of the exemptions for individual accounts in respect of that
period unless the group consisting of the holding company and
its subsidiaries would qualify to be treated as a small or
medium-sized company within the meaning of section 8 of
this Act in respect of the financial year to which the group
accounts relate, if it were an actual company.

(3) Where the group would qualify to be treated as a medium-
sized company in respect of that financial year if it were an
actual company, the holding company shall be treated as a
medium-sized company for the purposes of the exemptions
for individual accounts notwithstanding that (apart from this
section) it would be entitled to be treated as a small company
for those purposes.

(4) In applying section 8 of this Act for the purposes of this
section, the relevant figures to be taken into account in deter-
mining whether the group satisfies any of the qualifying condi-
tions specified in subsection (2) or (3) of that section are the
aggregate figures for the group.

(5) In subsection (4) above “the aggregate figures for the
group ” means the group account figures and, where the group
accounts do not deal with one or more of the company’s
subsidiaries, the relevant figures for the subsidiaries omitted
from the group accounts, with the exception of the figures for
any subsidiary so omitted by virtue of section 150(2)(b)(i) of
the 1948 Act on the ground that it is impracticable to deal
with that subsidiary in the accounts.

(6) In subsection (5) above “the group account figures”
means—

(@) where the group accounts are prepared as consolidated
accounts, the figures relevant to the qualifying condi-
tion in question which are given in those accounts;
and

(b) where the group accounts are not so prepared, the
corresponding figures given in those accounts, with
such adjustments as would have been made if the
accounts had been prepared in consolidated form ;
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and in the case of each subsidiary omitted from the group
accounts the relevant figures for the purposes of that subsection
are the figures relevant to that qualifying condition which are
included in the accounts of the subsidiary prepared in respect
of the financial year of the subsidiary ending with or last before
that of the holding company to which the group accounts
relate, with such adjustments as would have been made if those
figures had been included in group accounts prepared in consoli-
dated form.

ParT I

10.—(1) A holding company qualifies for group exemption Group
under this section in respect of any accounting reference period exemption.

if it is entitled to the benefit of the exemptions for individual
accounts in respect of that period.

(2) Where the directors of a holding company which qualifies
for group exemption in respect of any accounting reference
period rely on the exemptions for individual accounts in
delivering any documents to the registrar of companies in
respect of that period, they may also deliver to the registrar
copies of modified group accounts in respect of that period,
instead of copies of the group accounts prepared in respect of
that period under section 1 of the 1976 Act (taken with section
150 of the 1948 Act).

(3) References in this Part of this Act, in relation to any
company, to modified group accounts in respect of any account-
ing reference period, are references—

(@) where the group accounts prepared by the company
under section 1 of the 1976 Act in respect of that
period are consolidated accounts, to accounts which
comprise or correspond to the group accounts
so prepared save for any modifications permitted in
accordance with section 6 of this Act as it applies by
virtue of subsection (4) below ;

(b) where the group accounts so prepared are not prepared
in consolidated form, to accounts which (together with
any notes to the accounts) give the same or equivalent
information to that required by paragraph (a) above
to be given by modified group accounts in a case
where the group accounts so prepared are consoli-
dated accounts.

(4) Subsections (2) to (8) of section 6 of this Act shall apply
for the purposes of this section—

(@) as if the group consisting of the holding company and

its subsidiaries were an actual company qualifying to

be treated as a small or medium-sized company for

17
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PART I the purposes of that section according as the group
would so qualify in accordance with section 8 as it
applies for the purposes of section 9 of this Act; and

(b) taking references to the directors as references to the
directors of the holding company and references to the
company’s balance sheet and the company’s profit
and loss account as references to the consolidated
balance sheet and the consolidated profit and loss
account respectively.

(5) Where by virtue of this section the directors of a holding
company deliver copies of modified group accounts to the
registrar of companies in respect of any accounting reference
period—

(a) the statement by the directors required by section 7(3)
of this Act shall include a statement that the docu-
ments delivered include copies of modified group
accounts delivered by virtue of this section; and

(b) the references in subsection (8) of that section to the
exemptions for individual accounts and to section 6
of this Act shall be read as including references
respectively to those exemptions and that section as
they apply to group accounts by virtue of subsection
(4) above.

Publication of accounts

Publication 11.—(1) Where a company publishes full individual accounts
of accounts. it shall publish with those accounts the relevant auditors’ report.

(2) In this section “ full individual accounts” means, in rela-
tion to any company—

(@) the accounts prepared by the company in respect of any
accounting reference period under section 1 of the
1976 Act (excluding any group accounts so prepared) ;

or
(b) where the company is entitled by virtue of section 5 of
this Act to deliver copies of modified accounts to the
registrar of companies in respect of any such period,
either the accounts so prepared or modified accounts ;

together with the report of the directors required by section
157(1) of the 1948 Act to be attached to any balance sheet of
the company prepared under section 1 of the 1976 Act, except
where the company is exempt by virtue of section 6(6) of this
Act from the requirement to deliver a copy of that report to
the registrar of companies.
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(3) Where a company which is required under section 1 of
the 1976 Act (taken with section 150 of the 1948 Act) to prepare
group accounts in respect of any accounting reference period
publishes full individual accounts it shall also publish with
those accounts—

(a) where those accounts are accounts prepared under sec-
tion 1 of the 1976 Act, the group accounts so pre-
pared ; and

(b) where those accounts are modified accounts, either the
group accounts so prepared or modified group
accounts.

(4) Where any such company publishes full group accounts
in respect of any accounting reference period otherwise than
together with full individual accounts in respect of that period
it shall publish with those accounts the relevant auditors’
report.

(5) In this section, “ full group accounts ” means, in relation
to any company—

(a) group accounts prepared by the company in respect of

any accounting reference period under section 1 of the

1976 Act (taken with section 150 of the 1948 Act) ; or

(b) where the company is entitled by virtue of section 10
of this Act to deliver copies of modified group accounts
to the registrar of companies in respect of any such
period, either the group accounts so prepared or modi-
fied group accounts.

(6) Where a company publishes abridged accounts it shall pub-
lish with those accounts a statement indicating—

(a) that the accounts are not full accounts;

(b) whether full accounts have been delivered to the registrar
of companies, or, in the case of an unlimited company
exempt under section 1(8) of the 1976 Act from the
requirement to deliver copies of its accounts to the
registrar of companies, that the company is so exempt ;

(c) whether the auditors of the company have made a
report under section 14 of the 1967 Act (auditors’
report) in respect of accounts of the company prepared
under section 1 of the 1976 Act which relate to any
financial year of the company with which the abridged
accounts purport to deal ; and

(d) whether any report so made was an unqualified report
within the meaning of section 43 of the 1980 Act.

(7) Where a company publishes abridged accounts it shall not
publish with those accounts any such report of the auditors as
is mentioned in subsection (6)(c) above.

Pary |
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Dormant
companies.
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(8) For the purposes of this section a company shall be
regarded as publishing abridged accounts if it publishes any
balance sheet or profit and loss account relating to any financial
year of the company or purporting to deal with any such
financial year, otherwise than as part of—

(@) full individual accounts ; or
(b) full group accounts ;

dealing with that financial year; and references in subsection
(6) above to full accounts shall be read as referring to full
accounts of either description, according as the abridged
accounts deal solely with the company’s own affairs or with the
affairs of the company and any subsidiaries.

The reference above in this subsection to a balance sheet or
profit and loss account shall be read, in relation to any accounts
published by a holding company, as including an account in any
form purporting to be a balance sheet or profit and loss account
for the group consisting of the holding company and its subsid-
iaries.

(9) For the purposes of this section “the relevant auditors’
report ” means—

(a) in relation to accounts prepared under section 1 of the
1976 Act, the report made by the auditors on those
accounts under section 14 of the 1967 Act; and

(b) in relation to modified accounts or modified group
accounts, the special report of the auditors made with
respect to those accounts under section 7 of this Act.

(100 A company which contravenes any provision of this
section and any officer who is in default shall be liable on
summary conviction to a fine not exceeding one-ifth of the
statutory maximum.

Dormant companies

12.—(1) Subject to the following provisions of this section,
a company which in accordance with subsection (2) or (5) below
passes a resolution excluding section 14(1) of the 1976 Act from
applying to the company shall be exempt from the obligation to
appoint auditors under that section (referred to below in this
section as “ the obligation to appoint auditors ”).

(2) Subject to subsections (3) and (4) below, a company may
exclude section 14(1) from applying to the company by a special
resolution resolving that auditors shall not be appointed passed
at any general meeting of the company at which copies of the
company’s accounts prepared under section 1 of the 1976 Act
in respect of any accounting reference period are laid before
the company in pursuance of section 1(6).
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(3) A company may not by resolution under subsection (2)
above exclude the obligation to appoint auditors if it is required
under section 1 of the 1976 Act (taken with section 150 of the
1948 Act) to prepare group accounts in respect of the account-
ing reference period there mentioned.

(4) A company may not by resolution under that subsection
exclude that obligation unless—

(a) it is entitled to the benefit of the exemptions for indi-
vidual accounts applicable in the case of a small com-
pany in respect of the accounting reference period
there mentioned, or would be so entitled but for the
fact that it is, or was at any time within the financial
year to which the accounts there mentioned relate, a
member of an ineligible group within the meaning of
section 5 of this Act ; and

(b) it has been dormant since the énd of that financial
year.

(5) A company may exclude that obligation by a special
resolution resolving that auditors shall not be appointed passed
at any time before the first general meeting of the company at
which copies of the company’s accounts prepared as mentioned
in subsection (2) above are laid before the company in pursuance
of section 1(6) of the 1976 Act, provided that the company has
been dormant from the time of its formation until the resolu-
tion is passed.

(6) A company shall be regarded as dormant for the purposes
of this section during any period during which no transaction
which is a significant accounting transaction for that company
occurs ; and a company which has been dormant for any period
of time shall cease to be regarded as dormant for those purposes
on the occurrence of any such transaction.

For the purposes of the preceding provision, any transaction
which is required under section 12 of the 1976 Act to be
entered in a company’s accounting records is a significant
accounting transaction for that company, other than one arising
from the taking of shares in the company by a subscriber to
the memorandum of the company in pursuance of an under-
taking of his in the memorandum.

(7) Subsections (8) and (9) below apply in any case where
a company is exempt from the obligation to appoint auditors
and either—

(@) was so exempt throughout the relevant financial year ;
or

(b) became so exempt by virtue of passing a resolution
under subsection (2) or (5) above during that year.

PART]
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(8) In any case to which this subsection applies—

(a) section 156 of the 1948 Act (accounts and auditors’
report to be annexed to balance sheet) ; and

(b) section 1(5) of the 1976 Act (documents required to be
comprised in the accounts of a company in respect of
an accounting reference period) ;

shall have effect, so far as relates to any accounts of the com-
pany prepared in respect of the accounting reference period by
reference to which the relevant financial year was determined,
with the omission of any reference to the auditors’ report.

(9) In any case to which this subsection applies the company
shall be treated as entitled to the benefit of the exemptions for
individual accounts in respect of the accounting reference period
by reference to which the relevant financial year was determined
notwithstanding that it is, or was at any time within the relevant
financial year, a member of an ineligible group within the mean-
ing of section 5 of this Act.

(10) Where the directors of a company omit an auditors’ report
from the documents delivered to the registrar of companies in
respect of any accounting reference period by virtue of sub-
section (8) above, section 7(2) of this Act shall apply (without
prejudice to its application apart from this section) as it applies
where the directors rely on the exemptions for individual
accounts, but subject to subsection (11) below.

(11) The statement of the directors required by section 7(3) in
any case where either—

(a) the directors omit an auditors’ report from the documents
delivered to the registrar in respect of any accounting
reference period by virtue of subsection (8) above ; or

(b) the company would be excluded from the benefit of the
exemptions for individual accounts in respect of the
accounting reference period in question by section
5(3)(c) of this Act but for subsection (9) above ;

shall be a statement that the company was dormant (within
the meaning of this section) throughout the financial year ending
with the date of the balance sheet containing the statement,
instead of the statement there mentioned ; and no auditors’ re-
port shall be required by that section in any such case.

(12) Where a company which is exempt from the obligation
to appoint auditors ceases to be dormant or would no longer
qualify (for any other reason) to exclude that obligation by
passing a resolution under subsection (2) above—

(a) it shall thereupon cease to be so exempt ; and

(b) the directors of the company may appoint an auditor
or auditors at any time before the next following
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general meeting of the company at which copies of the
company’s accounts prepared under section 1 of the
1976 Act are laid before the company ;
and auditors so appointed shall hold office until the conclusion
of that meeting.
(13) If the directors fail to exercise their powers under sub-
section (12)(b) above, those powers may be exercised by the
company in general meeting.

Directors’ report

13.—(1) In section 157(1) of the 1948 Act (general require-
ment as to directors’ reports) for the words “ with respect to
the state of the company’s affairs ” there shall be substituted the
words “ containing a fair review of the development of the
business of the company and its subsidiaries during the financial
year ending with the balance sheet date and of their position
at the end of it and stating .

(2) Section 16 of the 1967 Act (additional matters to be in-
cluded in directors’ report) shall be amended as follows.

(3) For paragraph (f) of subsection (1) there shall be substi-
tuted the following paragraph—
“ () contain—

(i) particulars of any important events affecting the
company or any of its subsidiaries which have
occurred since the end of that vear ;

(i) an indication of likely future developments in the
bu(siiness of the company and of its subsidiaries ;
an

(iii) an indication of the activities (if any) of the
company and its subsidiaries in the field of research
and development ; .

(4) The following subsection shall be inserted after sub-
section (4)—

“ (4A) The particulars required by paragraph (e) of sub-
section (1) above may be given by way of notes to the
company’s accounts in respect of the financial year in ques-
tion, instead of being stated in the directors’ report.”.

14. The following section shall be inserted in the 1967 Act
after section 16—

 Directors’ 16A.
report to company—

give

D‘f‘“ic"‘m (@) are purchased by the company or are
acquisition acquired by the company by forfeiture or
of com- surrender in lieu of forfeiture or in pur-
s o suance of section 35(2) of the Companies

Act 1980 (acquisition of own fully paid
shares by company limited by shares) ;

PART I

General
nature of
directors’
report.

Directors’
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report to give
particulars of

company’s
own shares.

(1) This section applies where shares in any acquisition of
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PART I (b) are acquired by another person in circum-
stances where paragraph (c) or (d) of section
37(1) of that Act applies (acquisition of
company’s shares by company’s nominee
or by any other person with financial
assistance from the company in circum-
stances in which the company has a
beneficial interest in the shares) ; or

(c) are made subject to a lien or other charge
taken (whether expressly or otherwise) by
the company and permitted by section
38(2)(a@), (¢) or (d) of that Act (charges on
own shares permitted in certain limited
circumstances).

(2) The directors’ report with respect to any
financial year of the company shall state—

(@) the number and nominal value of the shares
so purchased, the aggregate amount of the
consideration paid by the company for
such shares and the reasons for their pur-
chase ;

(b) the number and nominal value of the shares
so acquired by the company, acquired by
another person in such circumstances and
so charged respectively during that year;

(c) the maximum number and nominal value
of shares which, having been so acquired
by the company, acquired by another per-
son in such circumstances or so charged
(whether or not during that year) are held
at any time by the company or that other
person during that year ;

(d) the number and nominal value of the shares
so acquired by the company, acquired by
another person in such circumstances or
so charged (whether or not during that
year) which are disposed of by the com-
pany or that other person or cancelled by
the company during that year ;

(e) where the number and nominal value of the
shares of any particular description are
stated in pursuance of any of the pre-
ceding paragraphs, the percentage of the
called-up share capital which shares of that
description represent ;

(/) where any of the shares have been so
charged, the amount of the charge in each
case ; and
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(g) where any of the shares have been disposed
of by the company or the person who
acquired them in such circumstances for
money or money’s worth, the amount or
value of the consideration in each case.”.

Part 1

15. The following section shall be inserted after section 23 of Auditors to

the 1967 Act— check
ccf)‘t(lis_lste?cy’

“Auditos  23A.—(1) It shall be the duty of the auditors report with

tomslstoncy  Of the company, in preparing their report under accounts.

of directors’ section 14 of this Act on the company’s accounts,

gzlgg{fn;’;i‘h to consider whether the information given in the

’ directors’ report relating to the financial year in
question is consistent with those accounts.

(2) If the auditors are of opinion that the infor-
mation given in the directors’ report is not con-
sistent with the company’s accounts for the financial
year, they shall state that fact in their report under
section 14.”.

16.—(1) Sections 17 and 18 of the 1967 Act (further informa- Certain
tion to be given in directors’ reports) shall not apply to any provisions of

directors’ report attached in compliance with section 157 of the

25

the Companies
Acts to cease

1948 Act to accounts prepared under section 1 of the 1976 Act o have effect.

in compliance with section 149 of the 1948 Act unless the
documents required to be comprised in those accounts for the
purposes of section 1(6) to (8) of the 1976 Act include group
accounts prepared in pursuance of paragraph 2 of Schedule 2 to
this Act which state that they are prepared in compliance with
section 152A of and Schedule 8A to the 1948 Act.

(2) Subject to paragraphs 4(3), 54) and (6) and 6(2) of
Schedule 2 to this Act, the following provisions shall cease to
have effect—

(a) the proviso to section 163 of the 1948 Act (certain infor-
mation allowed to be given in directors’ reports
instead of accounts) ;

(b) in section 16 of the 1967 Act (additional information
to be included in directors’ reports) in subsection (1)
paragraphs (b) and (d) and subsection (2) ;

(c) section 20 of the 1967 Act (particulars of exports to be
given in directors’ reports in certain cases) ;
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(d) section 22 of the 1967 Act (corresponding amounts for
preceding financial years to be given in relation to
items included in directors’ reports by virtue of the
proviso to section 163 of the 1948 Act) ; and

(e) sections 39(8) and 41(11) of the 1980 Act (treatment
of assets of companies which are neither fixed nor
current).

Preparation of accounts under Schedule
8A to the 1948 Act

17.—(1) Schedule 2 to this Act shall have effect for the pur-
pose of enabling certain accounts to be prepared in compliance
with section 149A or 152A of and Schedule 8A to the 1948 Act
(instead of section 149 or 152 of and Schedule 8 to that Act).

(2) Sections 149 and 152 of and Schedule 8 to the 1948 Act
shall not apply to any accounts prepared in pursuance of para-
graph 1 or 2 of Schedule 2 to this Act which state that they are
prepared in compliance with section 149A or 152A of and
Schedule 8A to the 1948 Act; and sections 149A and 152A and
Schedule 8A shall not apply to any other accounts.

Supplemental
18.—(1) In section 454 of the 1948 Act (power to alter require-
ments of Act relating to accounts, etc.) the following subsec-
tions shall be substituted for subsection (1)—

“ (1) The Secretary of State rhay by regulations made by
statutory instrument—

(a) add to the classes of documents—

(i) to be comprised in the accounts of any
company in respect of any accounting reference
period for the purposes of section 1(6) of the
Companies Act 1976 ; or

(i) to be delivered to the registrar of
companies under section 1(7) of that Act;

and may make provision as to the matters to be
included in any document added to either class ;

(b) modify the requirements of the Companies Acts
1948 to 1981 as to the matters to be stated in any
of the classes of documents mentioned in
paragraph (a) above ;

(c) reduce the classes of documents to be delivered to
the registrar under section 1(7) of the 1976 Act;
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and, in particular, he may alter or add to the requirements of
Schedules 8 and 8A to this Act; and any reference in the
Companies Acts 1948 to 1981 to any provision of those Acts
shall be construed as a reference to that provision as it has
effect subject to any regulations for the time being in force
under this subsection.

(1A) Where regulations made under subsection (1)(a) of
this section add to either class of document there mentioned
documents dealing with the state of affairs and profit or loss
of a company and other bodies, the regulations may also—

(a) extend the provisions of the Companies Acts 1948
to 1981 relating to group accounts (or such of
those provisions as may be specified) to such
documents ;

(b) exempt that company from the requirement to pre-
pare group accounts in respect of any period for
which it has prepared such a document.”.

(2) The following subsection shall be inserted after subsection
(2) of section 454—

“(2A) Regulations under subsection (1) of this section
may make different provision for different cases or classes
of case and may contain such incidental and supplementary
provisions as the Secretary of State thinks fit ™.

(3) In subsection (3) of section 454 (certain regulations
required to be approved in draft before being made) for the
words from the beginning to “ referred to > there shall be sub-
stituted the words ““ Regulations under subsection (1)(a) of this
section or regulations extending the classes of company to which
any requirement mentioned in subsection (1)(b) applies or render-
ing those requirements more onerous shall not be made ”.

PART I

19. In section 9 of the 1976 Act (preparation and delivery of Accounts

accounts of oversea companies)—

(@) in subsection (1), for the words from “ a balance sheet ”
to “group accounts” there shall be substituted the
words “such accounts” and the words * (subject to
any prescribed exceptions or modifications)” shall
cease to have effect ;

(b) in subsection (2), for the words from “ every * to * other
document ” and from “any such” to ‘document

B

of oversea
companies.

27
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PArT I is” and for the word *“it” there shall be substituted
respectively the words “such an account ”, *the ac-
counts are ” and “them ”;

(c) in subsection (3), for the words “ balance sheet or other
document ” there shall be substituted the word “ ac-
counts ” ; and

(d) the following subsections shall be inserted after sub-
section (3)—

“ (3A) The Secretary of State may by order made
by statutory instrument—

(@) modify the requirements of the Companies
Acts referred to in subsection (1) above for
the purposes of the application of those
requirements to oversea companies ;

(b) exempt any oversea companies from those
requirements or from such of them as may
be specified in the order.

(3B) An order made under subsection (3A) above
may make different provision in relation to different
cases or different classes of case and may contain
such incidental and supplementary provisions as the
Secretary of State thinks fit; and a statutory instru-
ment containing any order so made shall be subject
to annulment in pursuance of a resolution of either
House of Parliament.”.

Unregistered 20. Section 435 of and Schedule 14 to the 1948 Act (applica-
companies. tion of certain provisions of that Act to unregistered com-
panies) shall have effect as if this Part of this Act (including
Schedule 2) were included in that Act and were included among
the provisions of that Act specified in Schedule 14 which relate
to accounts and audit, and the reference in the last entry in
column 3 of that Schedule to provisions applied by virtue of
the foregoing entries in that Schedule shall be construed accord-

ingly.

Interpretation ~ 21.—(1) Expressions which, when used in Schedule 8 to the

of accounting 1948 Act, fall to be construed in accordance with any provision

and disclosure of Part VI of that Schedule shall have the same meaning (unless

Provisions.  the context otherwise requires) when used in any provision of
the Companies Acts.
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(2) In this Part of this Act—

“ the accounting exemption provisions” has the meaning
given by section 5(6) of this Act;

“ accounting reference period ” has the meaning given by
section 2 of the 1976 Act;

“ the exemptions for individual accounts ” has the meaning
given by section 5(2) of this Act;

“ modified accounts” has the meaning given by section
6(9) of this Act; and

“ modified group accounts” has the meaning given by
section 10(3) of this Act.

(3) For the purposes of this Part of this Act a body cor-
porate shall be regarded as publishing any balance sheet or
other account if it publishes, issues or circulates it or otherwise
makes it available for public inspection in a manner calculated
to invite members of the public generally, or any class of mem-
bers of the public, to read it.

ParT II
CoMPANY NAMES AND BUSINESS NAMES

Company names

Parw I

29

22.—(1) A company shall not be registered under the 1948 Prohibition on

Act by a name—

registration
of certain

(@) which includes otherwise than at the end of the name names.

any of the following words and expressions, that is to
say, “ limited , “ unlimited > or *“ public limited com-
pany ” or their Welsh equivalents ;

(b) which includes otherwise than at the end of the name
abbreviations of any of those words or expressions ;

(c) which is the same as a name appearing in the index
kept by the registrar in pursuance of section 23 of
this Act; ~

(d) the use of which by the company would in the opinion
of the Secretary of State constitute a criminal offence ;
or

(e) which in the opinion of the Secretary of State is offen-
sive.

(2) Except with the approval of the Secretary of State, a
company shall not be registered under the 1948 Act by a name
which—

(@) in the opinion of the Secretary of State would be likely
to give the impression that the company is connected
B2
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ParT I in any way with Her Majesty’s Government or with
any local authority ; or
(b) includes any word or expression for the time being

specified in regulations made under section 31 of this
Act.

(3) In determining for the purposes of subsection (1)(c) above
whether one name is the same as another, there shall be dis-
regarded—

(a) the definite article where it is the first word in the
name ;

(b) the following words and expressions where they appear
at the end of the name, that is to say, “company ”,
“and company ”, “company limited ”, “and com-
pany limited ”, “limited ”, “ unlimited ”, * public
limited company ” or their Welsh equivalents ;

(c) abbreviations of any of those words and expressions
where they appear at the end of the name ; and

(d) type and case of letters, spaces between letters, accents
and punctuation marks ;

and “and > and “ & ” shall be taken to be the same.

Index of 23.—(1) The registrar of companies shall keep an index of
names. the names of the following bodies—
(a) companies within the meaning of the 1948 Act;
(b) oversea companies within the meaning of subsection
(2) below ;
(c) incorporated and unincorporated bodies to which any

provision of the 1948 Act applies by virtue of section
435 of that Act;

1907 c. 24. (d) limited partnerships registered under the Limited Part-
nerships Act 1907 ;

1960 c. 22. (e) companies within the meaning of the Companies Act

(N.L). (Northern Ireland) 1960 ; and

1965 c. 12. (f) societies registered under the Industrial and Provident
Societies Act 1965 or the Industrial and Provident

1969 c. 24. Societies Act (Northern Ireland) 1969.

(N.L).

(2) In subsection (1) above “ oversea companies ” means com-
panies which have complied with section 407 of the 1948 Act
(delivery to the registrar of statutes of company, etc.) and which

do not appear to the registrar not to have a place of business
in Great Britain.

(3) The Secretary of State may by order made by statutory
instrument vary subsection (1) above by the addition or deletion
of any class of body, except any within subsection (1)(a) or (b)
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above, whether incorporated or unincorporated ; and any such  ParrII
statutory instrument shall be subject to annulment by resolution
of either House of Parliament.

24.—(1) Subject to section 25(7) of this Act, a company may Change of
by special resolution change its name with effect from the date name.
on which the altered certificate of incorporation is issued in
accordance with subsection (6) below.

(2) Where a company has been registered on or after the
appointed day by a name which—

(a) is the same as or, in the opinion of the Secretary of
State, too like a name appearing at the time of the
registration in the index of names kept by the registrar
in pursuance of section 23 of this Act; or

(b) is the same as or, in the opinion of the Secretary of
State, too like a name which should have appeared in
that index at that time;

the Secretary of State may within twelve months of that time,
in writing, direct the company to change its name within such
period as he may specify.

Subsection (3) of section 22 of this Act shall apply in deter-
mining for the purposes of this subsection whether a name is the
same as or too like another as it applies for the purposes of sub-
section (1)(c) of that section.

(3) Where it appears to the Secretary of State that a company
has provided misleading information for the purposes of its
registration by a particular name or has given undertakings or
assurances for that purpose which have not been fulfilled, the
Secretary of State may within five years of the date of its
registration by that name in writing direct the company to change
its name within such period as he may specify.

(4) Where a direction has been given under subsection (2) or
(3) above, the Secretary of State may by a further direction in
writing extend the period within which the company is to change
its name, at any time before that period expires.

(5) Any company which fails to comply with a direction
under this section and any officer who is in default shall be
liable on summary conviction to a fine not exceeding one-fifth
of the statutory maximum or, on conviction after continued
contravention, a default fine not exceeding one-fiftieth of the
statutory maximum.

(6) Where a company changes its name under this section, the
registrar shall (subject to section 22 of this Act) enter the new
name on the register in place of the former name, and shall
issue a certificate of incorporation altered to meet the circum-
stances of the case.

B3
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(7) A change of name by a company under this section shall
not affect any rights or obligations of the company or render
defective any legal proceedings by or against the company, and
any legal proceedings that might have been continued or com-
menced against it by its former name may be continued or
commenced against it by its new name.

25.—(1) This section applies to any company—

(a) which is or is about to be registered as a private com-
pany limited by guarantee ; or
(b) which immediately before the appointed day is a
private company limited by shares the name of which
does not, by virtue of a licence granted under section
19 of the 1948 Act, include the word “ limited ”;
and which complies with the requirements of subsection (2)
below.

(2) The requirements referred to in subsection (I) above
are—

(@) that the objects of the company are or, in the case of a
company about to be registered, are to be the pro-
motion of commerce, art, science, education, religion,
charity or any profession and anything incidental or
conducive to any of those objects ; and

(b) that the memorandum or articles of association of the
company—
() require its profits, if any, or other income to
be applied in promoting its objects ;
(ii) prohibit the payment of dividends to its mem-
bers ; and
(iii) require all the assets which would otherwise
be available to its members generally to be trans-
ferred on its winding up either to another body with
objects similar to its own or to another body the
objects of which are the promotion of charity and
anything incidental or conducive thereto (whether
or not the body is a member of the company).

(3) Subject to subsection (7) below, any company to which
this section applies shall be exempt from the requirements of
the 1948 Act relating to the use of the word “ limited > as any
part of its name; and any such company which does not
include the word “ limited > as part of its name shall also be
exempt from the requirements of that Act relating to the
publishing of its name and the sending of lists of members to
the registrar of companies.

(4) A statutory declaration in the prescribed form—
(@) in the case of a company to be formed, made by a
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solicitor engaged in the formation of the company
or by a person named as a director or secretary of
the company in the statement delivered under section
21 of the 1976 Act (statement of first directors and
secretary) ;

(b) in the case of a company about to be registered in
pursuance of Part VIII of the 1948 Act, by two or
more directors or other principal officers of the com-
pany ;

(¢) in the case of any company which is proposing to change
its name so that it ceases to have as part of its name
“limited ”, by a director or secretary of the company ;

that the company is one to which this section applies, may be
delivered to the registrar and the registrar may accept such a
declaration as sufficient evidence of that fact, and may refuse to
register a company by a name which does not include the word
“ limited > unless such a declaration has been delivered to him.

(5) A company to which this section applies and the name
of which does not include “ limited ” shall not alter its memo-
randum or articles of association so that it ceases to be a com-
pany to which this section applies.

(6) If it appears to the Secretary of State that a company
to which this section applies and the name of which does not
include “limited ” has carried on any business other than the
promotion of any of the objects mentioned in subsection (2)(a)
above or has applied any of its profits or other income other-
wise than in promoting such objects or has paid a dividend to
any of its members, he may, in writing, direct the company to
change its name by resolution of the directors within such
period as may be specified in the direction so that its name
ends with “ limited .

Section 143 of the 1948 Act (certain resolutions to be regis-
tered) shall apply to any resolution passed by the directors of
any company in compliance with a direction under this sub-
section.

(7) A company which has received a direction under sub-
section (6) above shall not thereafter be registered by a name
which does not include the word “limited” without the
approval of the Secretary of State.

(8) References in this section to the word “ limited ” shall be
construed as including (in an appropriate case) its Welsh equiva-
lent, and the appropriate alternative (within the meaning of
section 78 of the 1980 Act).

(9) A company which contravenes subsection (5) above and
any officer who is in default shall be liable on summary con-
viction to a fine not exceeding the statutory maximum or on

B4
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conviction after continued contravention to a default fine not
exceeding one-tenth of the statutory maximum.

(10) A company which fails to comply with a direction given
under subsection (6) above and any officer who is in default
shall be liable on summary conviction to a fine not exceeding
one-fifth of the statutory maximum or on conviction after con-
tinued contravention to a default fine not exceeding one-fiftieth
of the statutory maximum.

26.—(1) Where the name of a company seeking registration
under the 1948 Act in pursuance of Part VIII of that Act is a
name by which the company is precluded from being registered
by virtue of section 22 of this Act, either because it falls within
subsection (1) of that section or, if it falls within subsection
(2), because the Secretary of State would not approve the
company’s being registered by that name, the company may,
subject to subsection (2) below, change its name with effect from
the date on which it is registered under the 1948 Act.

(2) The company shall not change its name except with the
like assent of the members of the company as is required by
section 382 of the 1948 Act to the registration of the company
under that Act.

(3) Where, in pursuance of Part VIII of the 1948 Act, a
company is registered with limited liability, then any additions
to the name of the company set out in the statement delivered
to the registrar in accordance with section 384(c) of the 1948
Act shall form and be registered as the last part of the company’s
name.

27.—(1) Section 31 of the 1976 Act (regulation of names of
oversea companies) shall have effect subject to the following
amendments. ]

(2) For subsection (1) there shall be substituted the following
subsections—

“ (1) Subject to subsection (2) below, if it appears to the
Secretary of State that the corporate name of any oversea
company is a name by which the company, had it been
formed under the Act of 1948, would on the relevant date
(within the meaning of subsection (2) below) have been
precluded from being registered by virtue of section 22 of
the Companies Act 1981 either because it falls within sub-
section (1) of that section or, if it falls within subsection (2),
because the Secretary of State would not have approved the
company’s being registered by that name, the Secretary of
State may serve a notice on the company, stating the
reason why the name would not have been registered.
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(1A) Subject to subsection (2) below, if the corporate
name of any oversea company is in the opinion of the
Secretary of State too like a name appearing on the relevant
date in the index of names kept by the registrar in pur-
suance of section 23 of the Companies Act 1981 or which
should have appeared in that index on that date or is the
same as a name which should have so appeared, the Secre-
tary of State may serve a notice on the company specifying
the name in the index which the company’s name is too
like or which is the same as the company’s name.”

(3) In subsections (2), (3) and (5) for the words “ subsection
(1) ” in each place where they occur there shall be substituted
the words “ subsection (1) or (1A) ™.

(4) In subsection (2) (notice to be served within six months of
the relevant date) for the words from “ six months ”, where those
words first appear, to “this section ”, where those words
secondly appear, there shall be substituted the words “ twelve
months after the relevant date or, if that date is before the day on
which section 27 of the Companies Act 1981 comes into opera-
tion, six months after that date.”.

(5) In subsection (4) (new name to be deemed to be corporate
name of company for all purposes) for the words “ the Regis-
tration of Business Names Act 1916 ” there shall be substituted
the words “ the provisions of the Companies Act 1981 .

(6) In subsection (5) (company to cease to carry on business
under its corporate name within two months of service of notice)
after the words “ two months > there shall be inserted the words
“or such longer period as may be specified in the notice .

(7) After subsection (5) there shall be added the following
subsection—

“ (6) The Secretary of State may withdraw a notice served
under subsection (1) or (1A) above at any time before the
end of the period mentioned in subsection (5) above ; and
that subsection shall not apply in relation to any company
served with a notice which has been withdrawn.”.

Business names

Part I1

28.—(1) This section applies to any person who has a place Control of
of business in Great Britain and who carries on business in business

Great Britain under a name which—

(a) in the case of a partnership, does not consist of the
surnames of all partners who are individuals and the

corporate names of all partners who are bodies cor-

porate without any addition except an addition which
is permitted by subsection (3) below ;

names.

35
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PArT II (b) in the case of an individual, does not consist of his
surname without any addition except an addition so
permitted ;

(0) in the case of a company, being a company which is
capable of being wound up under the 1948 Act, does
not consist of its corporate name without any addition
except an addition which is so permitted.

(2) Subject to subsections (4) and (5) below, a person to whom
this section applies shall not, without the written approval of the
Secretary of State, carry on business in Great Britain under a
name which—

(@) would be likely to give the impression that the business
is connected with Her Majesty’s Government or with
any local authority ; or

(b) includes any word or expression for the time being
specified in regulations made under section 31 of this
Act.

(3) The following are permitted additions for the purposes of
subsection (1) above—

(@) in the case of a partnership, the forenames of individual
partners or the initials thereof or, where two or more
individual partners have the same surname, the addi-
tion of “ s ” at the end of that surname ; or

(b) in the case of an individual, his forename or the initial
thereof ;

{c) in any case, any addition merely indicating that the
business is carried on in succession to a former owner
of the business.

{4) Subsection (2) above shall not apply to the carrying on of a
business by any person—
(@) to whom the business has been transferred on or after the
appointed day ; and
(b) who carries on the business under the name which was
its lawful business name immediately before that trans-
fer ;
during the period of twelve months beginning with the date of
that transfer.

(5) Subsection (2) above shall not apply to the carrying on of
a business by any person who—
(@) carried on that business immediately before the ap-
pointed day ; and
{b) continues to carry it on under the name which imme-
diately before that day was its lawful business name.
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(6) In this section—

“ initial ” includes any recognised abbreviation of a name ;
and

“ Jawful business name ”, in relation to any business, means
a name under which the business was carried on with-

PArT I

out contravening subsection (2) above or the Registra- 1916 c. 58.

tion of Business Names Act 1916.

(7) Any person who contravenes subsection (2) above shall
be guilty of an offence and liable on summary conviction to a
fine not exceeding one-fifth of the statutory maximum or on con-
viction after continued contravention to a default fine not ex-
ceeding one-fiftieth of the statutory maximum.

(8) Where an offence under this section committed by a body
corporate is proved to have been committed with the consent or
connivance of, or to be attributable to any neglect on the part
of, any director, manager, secretary or other similar officer of
the body corporate, or any person who was purporting to act in
any such capacity, he as well as the body corporate shall be
guilty of that offence and shall be liable to be proceeded against
and punished accordingly.

(9) Where the affairs of a body corporate are managed by its
members, subsection (8) above shall apply in relation to the acts
and defaults of a member in connection with his functions of
management as if he were a director of the body corporate.

29,
shall

(@) subject to subsection (3) below, state in legible char- business
acters on all business letters, written orders for goods or names.

services to be supplied to the business, invoices and
receipts issued in the course of the business and written
demands for payment of debts arising in the course
of the business—

(i) in the case of a partnership, the name of each
partner ;

(i) in the case of an individual, his name ;

(iii) in the case of a company, its corporate name ;
and

(iv) in relation to each person so named, an
address within Great Britain at which service of any

document relating in any way to the business will be
effective ; and

(b) in any premises where the business is carried on and to
which the customers of the business or suppliers of any
goods or services to the business have access, display

37

(1) Any person to whom section 28 of this Act applies Disclosure of
names of
persons using
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in a prominent position so that it may easily be read
by such customers or suppliers a notice containing
such names and addresses.

(2) Any person to whom section 28 of this Act applies shall
secure that the names and addresses required by subsection
(1)(a) above, or which would have been so required but for sub-
section (3) below, to be stated on his business letters are imme-
diately given, by written notice, to any person with whom any-
thing is done or discussed in the course of the business and
who asks for such names and addresses.

(3) Subsection (1)(a) above shall not apply in relation to any
document issued by a partnership of more than twenty persons
which maintains at its principal place of business a list of the
names of all the partners if—

(a) none of the names of the partners appears in the docu-
ment otherwise than in the text or as a signatory ; and

(b) the document states in legible characters the address of
the partnership’s principal place of business and that
the list of the partners’ names is open to inspection at
that place.

(4) Where a partnership maintains a list of the partners’ names
for the purposes of subsection (3) above, any person may inspect
the list during office hours.

(5) The Secretary of State may by regulations require notices
under subsection (1)(b) or (2) above to be displayed or given in
a specified form.

(6) Any person who without reasonable excuse contravenes
subsection (1) or (2) above or any regulations made under sub-
section (5) above shall be guilty of an offence and liable on
summary conviction to a fine not exceeding one-fifth of the
statutory maximum or, on conviction after continued contra-
vention, to a default fine not exceeding one-fiftieth of the
statutory maximum.

(7) Where an inspection required by any person in accordance
with subsection (4) above is refused, any partner of the partner-
ship concerned who without reasonable excuse refused that
inspection or permitted that inspection to be refused shall be
guilty of an offence and liable on summary conviction to a fine
not exceeding one-fifth of the statutory maximum.

(8) Subsections (8) and (9) of section 28 of this Act shall have
effect in relation to offences under this section as they have effect
in relation to offences under that.



Companies Act 1981 c. 62 39

30. Any legal proceedings brought by any person to whom  ParrII
section 28 of this Act applies to enforce any right arising out Civil remedies
of a contract made in the course of a business in respect of for breach of
which he was at the time the contract was made in breach of section 29.
subsection (1) or (2) of section 29 of this Act shall be dismissed
if the defendant to the proceedings shows—

(a) that he has a claim against the plaintiff arising out of
that contract which he has been unable to pursue by
reason of the plaintiff’s breach of section 29(1) or (2) ;

or

(b) that he has suffered some financial loss in connection
with the contract by reason of the plaintiff’s breach
of section 29(1) or (2) ;

unless the court before which the proceedings are brought is
satisfied that it is just and equitable to permit the proceedings
to continue.

This section is without prejudice to the right of any person
to enforce such rights as he may have against another person
in any proceedings brought by that person.

Miscellaneous and supplemental

31.—(1) The Secretary of State may by regulations— Words and

. . . . . . expressions
(a) specify words or expressions for the registration of which reguiring

as or as part of a company’s corporate name his approval of
approval is required by section 22(2)(b) of this Act or Minister.
for the use of which as or as part of a business name

his approval is required by section 28(2)(b) of this

Act ; and

(b) in relation to any such word or expression, specify a
Government department or other body as the relevant
body for the purposes of subsections (2) and (3) below.

(2) Where a company proposes to have as or as part of its
corporate name any such word or expression, the appropriate
person shall request (in writing) the relevant body to indicate
whether (and if so why) it has any objections to the proposal ;
and that person shall submit to the registrar a statement that
such a request has been made and a copy of any response
received from the relevant body together with—

(a) in the case of a company seeking to be registered under
the 1948 Act, the statutory declaration required by
section 3(5) of the 1980 Act or, as the case may be,
by section 386 of the 1948 Act to be submitted to
the registrar ;

(b) in the case of any other company, a copy of the special
resolution changing the company’s name.
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(3) Where a person to whom section 28 of this Act applies
proposes to carry on a business under a name which is or
includes any such word or expression that person shall—

(@) request (in writing) the relevant body to indicate whether
(and if so why) it has any objections to the proposal ;
and

(b) submit to the Secretary of State a statement that such
a request has been made and a copy of any response
received from the relevant body.

(4) For the purposes of subsection (2) above, “the appro-
priate person ” means, in a case falling within paragraph (a)
of that subsection, the person or persons making the declara-
tion therein mentioned and, in any other case, a director or
secretary of the company concerned.

(5) Section 426 of the 1948 Act (public inspection of docu-
ments kept by the registrar) shall not apply in relation to any
document sent to the registrar in accordance with subsection
(2) above.

32.—(1) Regulations made under section 29 or 31 of this
Act—

(@) may contain such transitional provisions and savings as
the Secretary of State thinks appropriate and may make
different provision for different cases or classes of case;
and

(b) shall be made by statutory instrument which—

(i) in the case of regulations made under section
29 of this Act shall be subject to annulment in pur-
suance of a resolution of either House of Parliament ;
or

(ii). in the case of regulations made under section
31(1) of this Act, shall be laid before Parliament
after being made and shall cease to have effect at
the end of the period of twenty-eight days beginning
with the day on which they were made (but without
prejudice to anything previously done by virtue of the
regulations or to the making of new regulations)
unless during that period they are approved by
resolution of each House of Parliament.

(2) In reckoning the period mentioned in subsection (1)(b)
above no account shall be taken of any time during which
Parliament is dissolved or prorogued or during which both
Houses are adjourned for more than four days.
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33.—(1) In relation to any company which was first registered,
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or registered by a new name, at any time during the period Temporary
beginning with 18th March 1981 and ending with 23rd August extension of

1981 section 18(2) of the 1948 Act (power of Secretary of State
to direct company registered by name too like an existing com-
pany’s name to change its name) shall have effect as if for the
words “ within six months of its being registered by that name ”
there were substituted the words “ before 24th February 1982 ™.

(2) Where in the case of any oversea company the relevant
date within the meaning of section 31(2) of the 1976 Act (date
of delivery of certain documents on the company’s first establish-
ing a place of business in Great Britain or date of return as to
change in the company’s corporate name) falls within the period
mentioned in subsection (1) above, section 31(2) (which restricts
the power of the Secretary of State to serve a notice under
subsection (1) of that section in effect requiring an oversea
company to use a name other than its corporate name for
carrying on business in Great Britain) shall have effect in relation
to that company as if for the words from “ six months ” (in the
first place where they occur) to “ this section” (in the second
place where they occur) there were substituted the words ““ 23rd
February 1982 ™.

(3) This section applies in relation to any such company as
is mentioned in subsection (1) or (2) above notwithstanding
the fact that the period of six months mentioned in section 18(2)
or (as the case may be) in section 31(2) has expired in the case
of that company before this section comes into operation.

(4) In this section “ oversea company > has the meaning given
by section 406 of the 1948 Act.

34. In this Part of this Act—
“ business ” includes a profession ;
“local authority ” means any local authority within the
meaning of the Local Government Act 1972 or the
Local Government (Scotland) Act 1973, the Common

Council of the City of London or the Council of the
Isles of Scilly ;

* partnership > includes a foreign partnership ;

‘“surname ” in relation to a peer or person usually known
by a British title different from his surname means the
title by which he is known ; and

“ Welsh equivalent” in relation to any word, means the
equivalent in Welsh of that word specified in section
78(4) of the 1980 Act.

power to

require
company to
change its
name.

Interpretation
of Part II.

1972 c. 70.
1973 c. 65.
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ParT 11 35.—(1) Until 22nd June 1982 (that is to say, until the
Transitory expiry of the period which is the transitional period for the
provisions. purposes of Part I of the 1980 Act) section 25 of this Act shall

apply in relation to old public companies within the meaning
of section 8(1) of the 1980 Act as it applies in relation to priv-
ate companies limited by guarantee.

(2) A company which by virtue of the repeal of section
19 of the 1948 Act (licences to omit “limited ” in certain
cases) ceases to be exempt from the requirements mentioned
in section 25(3) of this Act shall by resolution of the directors
passed within twelve months of that repeal change its name so as
to include “ limited  or, in an appropriate case, its Welsh equiva-
lent, as the last word ; and section 143 of the 1948 Act (certain
resolutions to be registered) shall apply to any such resolution.

(3) A company which contravenes subsection (2) above and
any officer who is in default shall be liable on summary convic-
tion to a fine not exceeding the statutory maximum or on
conviction after continued contravention to a default fine not
exceeding one-tenth of the statutory maximum.

(4) The repeal of section 18(2) of the 1948 Act provided
for by Schedule 4 to this Act shall not have effect in relation

to company names registered before the coming into operation
of section 24 of this Act.

ParT IIT
SHARE CAPITAL

Relief from section 56 of the 1948 Act (share premium account)

Preliminary 36.—(1) Sections 37 to 39 of this Act give relief from the

Pprovisions. requirements of section 56 of the 1948 Act (premiums on issue of
shares to be transferred to a share premium account) in the
circumstances mentioned below in this section.

(2) The relief given by section 37 or 38 of this Act applies
where a company issues or has issued shares in circumstances to
which either of those sections applies, but in the case of an issue
which took place before the section in question came into opera-
tion only if the issue took place on or after 4th February 1981.

(3) The relief given by section 39 of this Act applies only
where a company has issued shares in circumstances to which
that section applies before the date mentioned in subsection (2)
above.

(4) References in sections 37 to 39 of this Act to the issuing
company are references to the company issuing the shares as
mentioned in subsection (2) or (3) above.
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37.—(1) Subject to section 38(5) of this Act, this section  ParrIII
applies where the issuing company has secured at least a ninety Merger relief.
per cent. equity holding in another company in pursuance of
any arrangement providing for the allotment of equity shares in
the issuing company on terms that the consideration for the
shares allotted is to be provided by the issue or transfer to the
issuing company of equity shares in that other company or by
the cancellation of any such shares not held by the issuing
company.

(2) Where the equity shares in the issuing company allotted in
pursuance of the arrangement in consideration for the acquisi-
tion or cancellation of equity shares in the other company are
issued at a premium, section 56 of the 1948 Act shall not apply
to the premiums on those shares.

(3) Where the arrangement also provides for the allotment of
any shares in the issuing company on terms that the considera-
tion for those shares is to be provided by the issue or transfer to
- the issuing company of non-equity shares in the other company
or by the cancellation of any such shares in that company not
held by the issuing company, the relief from section 56 provided
by subsection (2) above shall extend to any shares in the issuing
company allotted on those terms in pursuance of the arrange-
ment.

(4) Subject to subsection (5) below, the issuing company shall
be regarded for the purposes of this section as having secured
at least a ninety per cent. equity holding in another company in
pursuance of any such arrangement as is mentioned in subsec-
tion (1) above if in consequence of any acquisition or cancella-
tion of equity shares in that company in pursuance of that
arrangement it holds equity shares in that company (whether all
or any of those shares were acquired in pursuance of that
arrangement or not) of an aggregate nominal value equal to
ninety per cent. or more of the nominal value of that company’s
equity share capital.

(5) Where the equity share capital of the other company in
question is divided into different classes of shares this section
shall not apply unless the requirements of subsection (1) above
are satisfied in relation to each of those classes taken separately.

(6) Shares held by a company which is the issuing company’s
holding company or subsidiary or a subsidiary of the issuing
company’s holding company, or by its or their nominees, shall
be regarded for the purposes of this section as held by the
issuing company.

(7) In this section “equity share capital ” has the meaning
given by section 154(5) of the 1948 Act; and, in relation to any
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in respect
of group
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company, “equity shares” means shares comprised in that
company’s equity share capital and “ non-equity shares ”’ means
shares in that company of any class not so comprised.

38.—(1) This section applies where the issuing company—

(a) is a wholly-owned subsidiary of another company (“ the
holding company ) ; and

(b) allots shares to the holding company or to another
wholly-owned subsidiary of the holding company in
consideration for the transfer to it of shares in another
subsidiary (whether wholly-owned or not) of the holding
company.

(2) Where the shares in the issuing company allotted in con-
sideration for the transfer are issued at a premium, the issuing
company shall not be required by section 56 of the 1948 Act
to transfer any amount in excess of the minimum premium
value to the share premium account.

(3) In subsection (2) above “ the minimum premium value ”
means the amount (if any) by which the base value of the
shares transferred exceeds the aggregate nominal value of the
shares allotted in consideration for the transfer.

(4) For the purposes of subsection (3) above, the base value
of the shares transferred shall be taken as—
(a) the cost of those shares to the company transferring
them ; or
(b) the amount at which those shares are stated in that
company’s accounting records immediately before the
transfer ;

whichever is the less.

(5) Section 37 of this Act shall not apply in any case to which
this section applies.

39.—(1) Subject to section 36(3) of this Act and subsection (2)
below, this section applies where the issuing company has issued
at a premium shares which were allotted in pursuance of any
arrangement providing for the allotment of shares in the issuing
company on terms that the consideration for the shares allotted
was to be provided by the issue or transfer to the issuing com-
pany of shares in another company or by the cancellation of
any shares in that other company not held by the issuing com-

pany.
(2) The other company in question must either have been

at the time of the arrangement a subsidiary of the issuing com-
pany or of any company which was then the issuing company’s



Companies Act 1981 c. 62

holding company or have become such a subsidiary on the
acquisition or cancellation of its shares in pursuance of the
arrangement.

(3) Any part of the premiums on the shares so issued which
was not transferred to the company’s share premium account in
accordance with section 56 of the 1948 Act shall be treated as
if section 56 had never applied to those premiums (and may
accordingly be disregarded in determining the sum to be in-
cluded in the company’s share premium account).

PArT III

40.—(1) An amount corresponding to any amount representing Provisions
the premiums or part of the premiums on shares issued by Supplementary

to sections

a company which by virtue of any of sections 37 to 39 of this 37,39,

Act is not included in the company’s share premium account
may also be disregarded in determining the amount at which any
shares or other consideration provided for the shares issued is
to be included in the company’s balance sheet.

(2) So far as relates to any period before this section comes
into operation, nothing in paragraph 15(5) of Schedule 8 to
the 1948 Act (which excepts pre-acquisition profits or losses
of a subsidiary from being required to be disclosed in the holding
company’s accounts in a case where group accounts are not
submitted) shall be taken as having affected the treatment by
any company of profits of a subsidiary in connection with the
issue of that company’s shares at a premium in circumstances
to which any of sections 37 to 39 of this Act applies.

(3) In paragraph 15(5), for the words * (for that or any other
purpose) ” (which purport to extend its effect beyond the purpose
of restricting the disclosure of a subsidiary’s profits or losses
required by paragraphs (b) and (c) of the preceding sub-para-
graph) there shall be substituted the words “ (for the purposes
of those paragraphs) ”; but this provision is without prejudice
to any other restriction with respect to the manner in which a
holding company may treat pre-acquisition profits or losses of
a subsidiary in its accounts.

(4) References in sections 37 to 39 of this Act and in this
section (however expressed) to—
(@) the acquisition by any company of shares in another
company ; and
(b) the issue or allotment of shares to or the transfer of
shares to or by any company ;

include references respectively to the acquisition of any of those
shares by and to the issue or allotment or (as the case may
require) the transfer of any of those shares to or by nominees
of that company ; and the reference in section 38(4)(a) to the
company transferring the shares there mentioned shall be con-
strued accordingly.

45
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PArT III (5) References in sections 37 to 39 of this Act and in this
section to the transfer of shares in a company include references
to the transfer of a right to be included in the company’s register
of members in respect of those shares.

(6) In sections 37 and 39 of this Act “ arrangement ” means
any agreement, scheme or arrangement (including an arrange-
ment sanctioned in accordance with section 206 or 287 of the
1948 Act).

(7) In sections 37 to 39 of this Act and in this section “ com-
pany ”, except in references to the issuing company, includes
any body corporate.

(8) References in this section to paragraph 15(5) of Schedule
8 to the 1948 Act are references to paragraph 15(5) of that
Schedule as set out in Schedule 2 to the 1967 Act.

Power to make 41.—(1) The Secretary of State may by regulations made

pr%\;i(siig; or by statutory instrument make such provision as appears to hi
€X .

restricting to be appropriate— | th.
relief from (@) for relieving companies from the requirements of section
section 56. 56 of the 1948 Act in relation to premiums other

than cash premiums ; or

(b) for restricting or otherwise modifying any relief from
those requirements provided by sections 36 to 40 of
this Act.

(2) Regulations under this section may make different pro-
vision for different cases or classes of case and may contain such
incidental and supplementary provisions as the Secretary of
State thinks fit.

(3) No regulations shall be made under this section unless
a draft of the instrument containing the regulations has been laid
before Parliament and has been approved by resolution of each
House of Parliament.

Financial assistance for acquisition of shares

Certain 42.—(1) Subject to the following provisions of this section
assistance for  apd sections 43 and 44 of this Act, where a person is acquiring
gﬁ‘g‘g{:};‘;’n or is proposing to acquire any shares in a company it shall not
prohibited, be lawful for the company or any of its subsidiaries to give
financial assistance directly or indirectly for the purpose of that
acquisition before or at the same time as the acquisition takes

place.
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(2) Subject to the following provisions of this section and
sections 43 and 44 of this Act, where a person has acquired
any shares in a company and any liability has been incurred
(by that or any other person) for the purpose of that acquisition
it shall not be lawful for the company or any of its subsidiaries
to give any financial assistance directly or indirectly for the
purpose of reducing or discharging the liability so incurred.

(3) Subsection (1) above shall not prohibit a company from
giving any financial assistance for the purpose of any acquisition
of shares in the company or its holding company if—

(a) the company’s principal purpose in giving that assist-
ance is not to give it for the purpose of any such
acquisition or the giving of the assistance for that
purpose is but an incidental part of some larger pur-
pose of the company ; and

(b) the assistance is given in good faith in the interests of
the company.

(4) Subsection (2) above shall not prohibit a company from
giving any financial assistance if—

(a) the company’s principal purpose in giving the assistance
is not to reduce or discharge any liability incurred by
a person for the purpose of the acquisition of any
shares in the company or its holding company or the
reduction or discharge of any such liability is but an
incidental part of some larger purpose of the company ;
and

(b) the assistance is given in good faith in the interests of
the company.

(5) Subsections (1) and (2) above shall not prohibit—

(@) any distribution of a company’s assets by way of divi-
dend lawfully made or any distribution made in the
course of the winding up of the company ;

(b) the allotment of any bonus shares ;

(c) anything done in pursuance of an order of the court
made under section 206 of the 1948 Act (compromises
and arrangements with creditors and members) ;

(d) anything done under an arrangement made between a
company and its creditors which is binding on the credi-
tors by virtue of section 306 of the 1948 Act;

(e) anything done under an arrangement made in pursuance
of section 287 of the 1948 Act (power of liquidator
to accept shares, etc. as consideration for sale of pro-
perty of company) ;

PArT III
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PART ITT (f) any reduction of capital confirmed by order of the court
under section 68 of the 1948 Act;

(g) a redemption or purchase of any shares made in accor-
dance with sections 45 to 62 of this Act.

(6) Subsections (1) and (2) above shall not prohibit—

(@) where the lending of money is part of the ordinary busi-
ness of the company, the lending of money by the com-
pany in the ordinary course of its business ;

(b) the provision by a company in accordance with an em-
ployees’ share scheme (within the meaning of section
87(1) of the 1980 Act) of money for the acquisition of
fully paid shares in the company or its holding com-
pany ;

(c) the making by a company of loans to persons, other than
directors, employed in good faith by the company with
a view to enabling those persons to acquire fully paid
shares in the company or its holding company to be
held by themselves by way of beneficial ownership.

(7) Subsection (6) above shall authorise a public company to
give financial assistance to any person only if the company has
net assets which are not thereby reduced or, to the extent that
those assets are thereby reduced, if the financial assistance is pro-
vided out of distributable profits.

(8) In this section  financial assistance > means—
(a) financial assistance given by way of gift ;

(b) financial assistance given by way of guarantee, security
or indemnity, other than an indemnity in respect of the
indemnifier’s own neglect or default, or by way of
release or waiver ;

(¢) financial assistance given by way of a loan or any other
agreement under which any of the obligations of the
person giving the assistance are to be fulfilled at a
time when in accordance with the agreement any obli-
gation of any other party to the agreement remains
unfulfilled or by way of the novation of or the assign-
ment of any rights arising under any loan or such other
agreement ; or

(d) any other financial assistance given by a company the
net assets of which are thereby reduced to a material
extent or which has no net assets.

In this subsection “net assets” has the same meaning as it
has for the purposes of the 1980 Act.
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(9) Any reference in this section to a person incurring any
liability shall be read as including a reference to his changing
his financial position by making any agreement or arrangement
(whether enforceable or unenforceable and whether made on
his own account or with any other person) or by any other
means.

(10) Any reference in this section to a company giving finan-
cial assistance for the purpose of reducing or discharging any
liability incurred by any person for the purpose of the acquisi-
tion of any shares shall be read as including a reference to the
company giving financial assistance for the purpose of wholly
or partly restoring his financial position to what it was before
the acquisition took place.

(11) For the purposes of subsection (7) above—

(@) “net assets ”, in relation to the giving of financial assis-
tance by any company, means the amount by which
the aggregate amount of the company’s assets exceeds
the aggregate amount of its liabilities taking the amount
of both assets and liabilities to be as stated in the com-
pany’s accounting records immediately before the finan-
cial assistance is given ; and

(b) “liabilities ” includes any amount retained as reason-
ably necessary for the purpose of providing for any
liability or loss which is either likely to be incurred, or
certain to be incurred but uncertain as to amount or as
to the date on which it will arise.

(12) If a company acts in contravention of this section the
company and any officer who is in default shall be liable—
(a) on conviction on indictment, to a term of imprisonment
not exceeding two years or a fine or both ;
(b) on summary conviction, to a term of imprisonment not
exceeding six months or a fine not exceeding the statu-
tory maximum, or both.

(13) Section 54 of the 1948 Act, which is superseded by the
preceding provisions of this section, shall cease to have effect.

43.
a private company from giving financial assistance in any case
where the acquisition of shares in question is or was an acquisi-
tion of shares in the company or, if it is a subsidiary of another
private company, in that other company if the following provi-
sions of this section and section 44 of this Act are complied
with as respects the giving of that assistance.

ParT IIT
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(1) Section 42(1) and (2) of this Act shall not prohibit Relaxation of
section 42
restrictions for
private

companies.
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(2) Subsection (1) above shall authorise a company to give
financial assistance to any person only if the company has net
assets which are not thereby reduced, or to the extent that those
assets are thereby reduced, if the financial assistance is provided
out of distributable profits.

(3) Subsection (1) above shall not permit financial assistance
to be given by a subsidiary in any case where the acquisition
of shares in question is or was an acquisition of shares in its
holding company if it is also a subsidiary of a public company
which is itself a subsidiary of that holding company.

(4) Unless the company proposing to give the financial assis-
tance is a wholly owned subsidiary, the giving of the financial
assistance must be approved by special resolution of the com-
pany in general meeting.

(5) Where the financial assistance is to be given by the com-
pany in any case where the acquisition of shares in question is
or was an acquisition of shares in its holding company, that
holding company and any other company which is both the
company’s holding company and a subsidiary of that other
holding company, except, in any case, any company which is a
wholly owned subsidiary, shall also approve by special resolu-
tion in general meeting the giving of the financial assistance.

(6) The directors of the company proposing to give the finan-
cial assistance and, where the shares to be acquired are shares in
its holding company, the directors of that company and of any
other company which is both the company’s holding company
and a subsidiary of that other holding company shall before
the financial assistance is given make a statutory declaration in
the prescribed form complying with subsection (7) below.

(7) A statutory declaration made by the directors of any
company in pursuance of subsection (6) above shall—

(a) contain such particulars of the assistance to be given
and of the business of the company of which they are
directors as may be prescribed and shall identify the
person to whom the assistance is to be given ;

(b) state that the directors have formed the opinion as
regards its initial situation immediately following the
date on which the assistance is proposed to be given,
that there will be no ground on which their company
could then be found to be unable to pay its debts;

and either—

@) if it is intended to commence the winding up
of the company within twelve months of that date,
that the company will be able to pay its debts in full
within twelve months of the commencement of the
winding up ; or
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(ii) in any other case, that the company will be
able to pay its debts as they fall due during the
year immediately following that date.

In forming their opinion for the purposes of this subsection,
the directors shall take into account any liabilities of the com-
pany which the court would be required by section 223(d) of the
1948 Act to take into account in determining for the purposes
of section 222(e) of that Act (circumstances in which a company
may be wound up by the court) whether the company was un-
able to pay its debts.

(8) Any statutory declaration made in pursuance of subsection
(6) above shall have annexed to it a report addressed to the
directors who made the declaration by the auditors of their com-
pany stating that they have inquired into the state of affairs of
that company and are not aware of anything to indicate that the
opinion expressed by the directors in the declaration as to any
of the matters mentioned in subsection (7)(b) above is unreason-
able in all the circumstances.

(9) Financial assistance shall not be given in pursuance of this
section—

(@) where a special resolution is required by this section to
be passed approving the giving of that assistance, before
the expiry of the period of four weeks beginning with
the date on which that special resolution is passed or,
where more than one such resolution is passed, the date
on which the last of them is passed unless, as respects
that resolution (or, if more than one, each of them),
every member of the company which passed the reso-
lution who is entitled to vote at general meetings of
the company voted in favour of the resolution ;

(b) where an application for the cancellation of any such
resolution is made under section 44 of this Act, before
the final determination of the application, unless the
court otherwise orders ;

(c) after the expiry of the period of eight weeks beginning
with the date on which the directors of the company
proposing to give the financial assistance made the
statutory declaration in pursuance of subsection (6)
above, or, where that company is a subsidiary and
both its directors and the directors of any of its hold-
ing companies made such a declaration, the date on
which the earliest of the declarations is made, unless
the court, on any such application as is mentioned
in paragraph (b) above, otherwise orders.

PART III

31
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44.—(1) A special resolution required by section 43 of this
Act to be passed by any company approving the giving of any
financial assistance must be passed on the date on which the
directors of that company made the statutory declaration re-
quired by that section in connection with the giving of that assis-
tance or within the week immediately following that date.

(2) Where any such special resolution is passed by a company,
an application may be made to the court for the cancellation of
that resolution—

(@) by the holders of not less in the aggregate than 10 per
cent. in nominal value of the company’s issued share
capital or any class thereof ; or

(b) if the company is not limited by shares, by not less than
10 per cent. of the company’s members ;

but any such application shall not be made by any person who
has consented to or voted in favour of the resolution.

(3) Subsections (4) to (10) of section 11 of the 1980 Act
(provisions as to applications for cancellation of resolutions to
which that section applies) shall apply in relation to applications
made under this section as they apply in relation to applications
made under that.

(4) A special resolution passed by a company. shall not be
effective for the purposes of section 43 of this Act—

(@) unless the declaration made in compliance with sub-
section (7) of that section by the directors of the com-
pany, together with the auditors’ report annexed there-
to, is available for inspection by members of the
company at the meeting at which the resolution is
passed ;

(b) if it is cancelled by the court on an application under
this section..

(5) Any statutory declaration made by the directors of any
company in compliance with section 43(7) of this Act, together
with any auditors’ report annexed thereto, shall be delivered
to the registrar of companies—

(a) together with a copy of any special resolution passed
by the company in pursuance of section 43(4) or (5)
of this Act and delivered to the registrar in compliance
with section 143 of the 1948 Act ; or

(b) where no such special resolution is required to be passed,
within fifteen days after the making of the declaration.

(6) If a company fails to comply with subsection (5) above,
the company and every officer of the company who is in default
shall be liable on summary conviction to a fine not exceeding
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the statutory maximum or on conviction after continued contra-
vention to a default fine not exceeding one-fiftieth of the statutory
maximum.

(7) A director of a company who makes a statutory declara-
tion in pursuance of section 43 of this Act without having
reasonable grounds for the opinion expressed in that declara-
tion shall be liable—

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

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

(8) In section 43 of this Act, “ financial assistance ” and “ net
assets ” have the meanings given by subsections (8) and (11) of
section 42 of this Act respectively.

Power of company to issue redeemable shares

PaArT III

45.—(1) Subject to the following provisions of this Part of Power of
this Act, a company limited by shares or limited by guarantee company to

and having a share capital may, if authorised to do so by its

issue
redeemable

articles, issue shares which are to be redeemed or are liable to gpares.

be redeemed at the option of the company or the shareholder.

(2) No redeemable shares may be issued at any time when
there are no issued shares of the company which are not re-
deemable.

(3) Redeemable shares may not be redeemed unless they are
fully paid.

(4) The terms of redemption must provide for payment on
redemption.

(5) Subject to subsection (6) below and sections 54 and 59(4)
of this Act—

(a) redeemable shares may only be redeemed out of dis-
tributable profits of the company or out of the proceeds
of a fresh issue of shares made for the purposes of the
redemption ; and

(b) any premium payable on redemption must be paid out of
distributable profits of the company.

(6) Where the redeemable shares were issued at a premium,
any premium payable on their redemption may be paid out of
the proceeds of a fresh issue of shares made for the purposes
of the redemption, up to an amount equal to—

(a) the aggregate of the premiums received by the company
on the issue of the shares redeemed ; or
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(b) the current amount of the company’s share premium
account (including any sum transferred to that account
in respect of premiums on the new shares) ;

whichever is the less; and in any such case the amount of the
company’s share premium account shall be reduced by a sum
corresponding (or by sums in the aggregate corresponding) to
the amount of any payment made by virtue of this subsection
out of the proceeds of the issue of the new shares.

(7) Subject to the provisions of this Part of this Act, the re-
demption of shares under this section may be effected on such
terms and in such manner as may be provided by the articles of
the company.

(8) Shares redeemed under this section shall be treated as can-
celled on redemption, and the amount of the company’s issued
share capital shall be diminished by the nominal value of those
shares accordingly ; but the redemption of shares under this
section by a company shall not be taken as reducing the amount
of the company’s authorised share capital.

(9) Without prejudice to subsection (8) above, where a com-
pany is about to redeem any shares under this section it shall
have power to issue shares up to the nominal amount of the
shares to be redeemed as if those shares had never been issued.

(10) For the purposes of section 47 of the Finance Act 1973 the
issue of shares by a company in place of shares redeemed under
this section shall constitute a chargeable transaction if, and only
if, the actual value of the shares so issued exceeds the value of the
shares redeemed at the date of their redemption ; and where the
issue of the shares does constitute a chargeable transaction for
the purposes of that section, the amount on which stamp duty
on the relevant document relating to that transaction is charge-
ﬁble under subsection (5) of that section shall be the difference

etween—

(a) the amount on which that duty would be se chargeable
if the shares had not been issued in place of shares
redeemed under this section ; and

(b) the value of the shares redeemed at the date of their re-
demption.

(11) Subject to subsection (12) below, for the purposes of
subsection (10) above shares issued by a company—

(@) up to the nominal amount of any shares which the com-
pany has redeemed under this section ; or

(b) in pursuance of subsection (9) above before the redemp-
tion of shares which the company is about to redeem
under this section ;
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shall be regarded as issued in place of the shares redeemed or
(as the case may be) about to be redeemed under this section.

(12) Shares issued in pursuance of subsection (9) above shall
not be regarded for the purposes of subsection (10) above as
issued in place of the shares about to be redeemed unless those
shares are redeemed within one month after the issue of the
new shares.

Purchase by a company of its own shares

46.—(1) Subject to the following provisions of this Part of
this Act, a company limited by shares or limited by guarantee and
having a share capital may, if authorised to do so by its articles,
purchase its own shares (including any redeemable shares).

(2) Section 45 of this Act shall apply in relation to the pur-
chase by a company under this section of any of its own shares
as it applies in relation to the redemption of redeemable shares
by a company under that section, save that the terms and manner
of purchase need not be determined by the articles as required
by subsection (7) of that section.

(3) A company may not purchase any of its shares under this
section if as a result of the purchase of the shares in question
there would no longer be any member of the company holding
shares other than redeemable shares.

PArT 111
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47.—(1) This section applies to an off-market purchase by Authority for

a company of any of its own shares.

(2) A purchase by a company of any of its own shares is an
off-market purchase for the purposes of this section if either—
(a) the shares are purchased otherwise than on a recognised
stock exchange ; or
(b) the shares are purchased on a recognised stock exchange

but are not subject to a marketing arrangement on that
stock exchange.

(3) For the purposes of this section shares of a company are
subject to a marketing arrangement on a recognised stock
exchange if either—

(a) they are listed on that stock exchange ; or

(b) the company has been accorded facilities for dealings in
those shares to take place on that stock exchange
without prior permission for individual transactions
from the authority governing that stock exchange and
without limit as to the time during which those facilities
are to be available.

off-market
purchase.
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(4) A company may only make an off-market purchase of its
own shares in pursuance of a contract approved in advance in
accordance with the following provisions of this section or
under section 48 of this Act.

(5) The terms of the proposed contract of purchase must be
authorised by a special resolution of the company before the
company enters into the contract.

(6) Subject to subsection (7) below, the authority conferred
by any such resolution may be varied, revoked or from time to
time renewed by special resolution of the company.

(7) In the case of a public company the authority for a
proposed contract of purchase conferred by any such resolution
must specify a date on which the authority is to expire.

(8) The date specified in accordance with subsection (7) above
in any special resolution of a public company to confer or renew
authority for a proposed contract of purchase shall not be later
than eighteen months after the date on which the resolution is
passed.

(9) A special resolution of a company to confer, vary, revoke
or renew authority for a proposed contract for the purchase of
any of its own shares shall not be effective for the purposes of
this section if any member of the company holding shares to
which the resolution relates exercises the voting rights carried by
any of those shares in voting on the resolution and the resolution
would not have been passed if he had not done so.

For the purposes of this subsection a member who holds shares
to which the resolution relates shall be regarded as exercising
the voting rights carried by those shares in voting on the reso-
lution not only if he votes in respect of those shares on a poll
on the question whether that resolution shall be passed but also
if he votes on that resolution otherwise than on a poll; and,
notwithstanding anything in a company’s articles, any member
of the company may demand a poll on the question whether
any such resolution shall be passed.

(10) Any such resolution shall not be effective for the purposes
of this section unless (if the proposed contract of purchase is in
writing) a copy of that contract or (if it is not in writing) a written
memorandum of its terms is available for inspection by members
of the company both—

(@) at the registered office of the company for not less than
the period of fifteen days ending with the date of the
meeting at which the resolution is passed ; and

(b) at the meeting itself.
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Any memorandum of the terms of the contract of purchase
made available for the purposes of this section must include
the names of any members holding shares to which the contract
relates, and any copy of the contract made available for those
purposes must have annexed to it a written memorandum spe-
cifying any such names which do not appear in the contract
itself.

(11) A company may agree to a variation of an existing
contract of purchase approved under this section, but only if
the variation is authorised by a special resolution of the com-
pany before the company agrees to it; and subsections (6) to
(10) above shall apply in relation to the authority for a proposed
variation as they apply in relation to the authority for a pro-
posed contract of purchase, save that a copy or memorandum
(as the case may require) of the original contract (together with
any variations previously made) must also be available for in-
spection in accordance with subsection (10).

(12) For the purposes of this section a vote and a demand for
a poll by a person as proxy for a member shall be the same
respectively as a vote and a demand by the member.

48.
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(1) This section applies to the purchase by a company of Contingent

its own shares in pursuance of a contract relating to any of its purchase

shares—

(a) which does not amount to a contract to purchase those
shares ; but

(b) under which the company may (subject to any con-
ditions) become entitled or obliged to purchase those
shares ;

and any such contract is referred to below in this section as a
contingent purchase contract.

(2) A company may only make a purchase of its own shares
in pursuance of a contingent purchase contract if the contract
is approved in advance in accordance with subsection (3) below.

(3) The terms of the proposed contract must be authorised by
a special resolution of the company before the company enters
into the contract, and subsections (6) to (12) of section 47 of this
Act shall apply in relation to the authority for a proposed
contingent purchase contract and the variation of an existing
contingent purchase contract respectively as they apply in re-
lation to the authority for a proposed contract of purchase and
the variation of an existing contract of purchase.

contracts.
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49.—(1) This section applies to a market purchase by a
company of any of its own shares.

(2) A purchase by a company of any of its own shares is a
market purchase for the purposes of this section if it is a purchase
made on a recognised stock exchange, other than a purchase
which is an off-market purchase for the purposes of section 47
of this Act by virtue of subsection (2)(b) of that section.

(3) A company shall not make a market purchase of its own
shares unless the purchase has first been authorised by the
company in general meeting.

(4) A resolution authorising market purchases of a company’s
own shares in accordance with this section may confer general
authority for that purpose or authority limited to the purchase of
shares of any particular class or description, and the authority
conferred may be unconditional or subject to conditions.

(5) Any such authority must—
(a) specify the maximum number of shares authorised to be
acquired ;
(b) determine both the maximum and the minimum prices
which may be paid for those shares ; and

(c) specify a date on which the authority is to expire.

(6) Subject to subsection (5) above, any such authority may
be varied, revoked or from time to time renewed by the company
in general meeting.

(7) The date specified in accordance with subsection (5)(c)
above in any resolution of a company to confer or renew auth-
ority for market purchases shall not be later than eighteen
months after the date on which the resolution is passed.

(8) A company may make a purchase of its own shares in
accordance with this section after the expiry of any time limit
imposed by virtue of subsection (5)(c) above in any case where
the contract of purchase was concluded before the authority
expired and the terms of the authority permitted the company to
make a contract of purchase which would or might be executed
wholly or partly after the authority expired.

(9) A resolution of a company to confer or vary authority for
market purchases of its own shares may determine either or both
of the prices mentioned in subsection (5)(b) above by—

(a) specifying a particular sum ; or

(b) providing a basis or formula for calculating the amount
of the price in question without reference to any per-
son’s discretion or opinion.
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(10) Section 143 of the 1948 Act (registration of copies of
certain resolutions and agreements) shall apply to any resolution
of a company conferring, varying, revoking or renewing any such
authority.

50.—(1) The rights of a company under any contract ap-
proved under section 47 or 48 of this Act or any contract for a
purchase authorised under section 49 of this Act shall not be
capable of assignment.

(2) Any agreement by a company to release its rights under
any contract approved under section 47 or 48 of this Act shall
be void unless the release is approved in advance in accordance
with subsection (3) below.

(3) The terms of the proposed release agreement must be
authorised by a special resolution of the company before the
company enters into the agreement ; and subsections (6) to (12)
of section 47 of this Act shall apply in relation to the authority
for a proposed release agreement as they apply in relation to the
authority for a proposed variation of an existing contract of
purchase. :

51.—(1) Any payment made by a company in consideration
of—
(a) acquiring any right with respect to the purchase of any

of its own shares in pursuance of a contract approved made out of

under section 48 of this Act;

(b) the variation of any contract approved under section
47 or 48 of this Act ; or

(c) the release of any of the company’s obligations with
respect to the purchase of any of its own shares under
any contract approved under section 47 or 48 or under
any contract for a purchase authorised under section
49 of this Act;

must be made out of distributable profits of the company.

(2) If the requirements of subsection (1) above are not satisfied
in relation to any contract—

(a) in a case within subsection (1)(a), no purchase by the
company of any of its own shares in pursuance of that
contract shall be lawful by virtue of this Part of this
Act;

(b) in a case within subsection (1)(b), no such purchase
following the variation shall be lawful by virtue of
this Part of this Act; and
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(¢) in a case within subsection (1)(c), the purported release
shall be void.

52.—(1) Within the period of twenty-eight days beginning
with the date on which any shares purchased by a company under
section 46 of this Act are delivered to the company the com-
pany shall deliver to the registrar of companies for registration
a return in the prescribed form stating with respect to shares of
each class purchased the number and nominal value of those
shares and the date on which they were delivered to the com-

pany.

(2) In the case of a public company the return required by this
section shall also state—

(@) the aggregate amount paid by the company for the
shares ; and

(b) the maximum and minimum prices paid in respect of
shares of each class purchased.

(3) Particulars of shares delivered to the company on different
dates and under different contracts may be included in a single
return under this section ; and in any such case the amount re-
quired to be stated by subsection (2)(a@) above shall be the
aggregate amount paid by the company for all the shares to
which the return relates.

(4) Where a company enters into amy contract approved
under section 47 or 48 of this Act or any contract for a pur-
chase authorised under section 49 of this Act the company shall
keep at its registered office—

(a) if the contract is in writing, a copy of that contract ; or
(b) if it is not in writing, a memorandum of its terms ;

from the conclusion of the contract until the end of the period of
ten years beginning with the date on which the purchase of all
the shares in pursuance of the contract is completed or (as the
case may be) the date on which the contract otherwise deter-
mines.

(5) Every copy and memorandum required to be kept by
subsection (4) above shall, during business hours (subject to such
reasonable restrictions as the company may in general meeting
impose, provided that not less than two hours in cach day are
allowed for inspection) be open to the inspection without
charge—

(@) of any member of the company ; and

(b) if the company is a public company, of any other per-
son.
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(6) If default is made in delivering to the registrar of companies
any return required by this section, every officer of the company
who is in default shall be liable—

(@) on conviction on indictment to a fine ;

(b) on summary conviction to a fine not exceeding the
statutory maximum or, on conviction after continued
contravention, to a default fine not exceeding one-tenth
of the statutory maximum.

(7) If default is made in complying with subsection (4) above
or if an inspection required under subsection (5) above is refused,
the company and every officer of the company who is in default
shall be liable on summary conviction to a fine not exceeding
one-fifth of the statutory maximum or, on conviction after
continued contravention, to a default fine not exceeding one-
fiftieth of the statutory maximum.

(8) In the case of a refusal of an inspection required under
subsection (5) above of a copy or memorandum, the court may
by order compel an immediate inspection of the copy or
memorandum.

(9) The obligation of a company under subsection (4) above
to keep a copy of any contract or (as the case may be) a memo-
randum of its terms shall apply to any variation of that contract
so long as it applies to that contract.

Maintenance of capital on redemption or purchase
of own shares otherwise than out of capital

PArT IIT

53.—(1) Where in pursuance of section 45 or 46 of this Act The capital
any shares of a company are redeemed or purchased wholly redemption
out of the profits of the company the amount by which the "ve

company’s issued share capital is diminished in accordance
with subsection (8) of section 45 of this Act on cancellation of
the shares redeemed or purchased shall be transferred to a
reserve, to be called * the capital redemption reserve .

(2) Subject to subsection (6)(b) of section 54 of this Act, where
in pursuance of either of those sections any shares of a com-
pany are redeemed or purchased wholly or partly out of the
proceeds of a fresh issue and the aggregate amount of those pro-
ceeds is less than the aggregate nominal value of the shares
redeemed or purchased, the amount of the difference shall be
transferred to the capital redemption reserve.

(3) The provisions of the 1948 Act relating to the reduction
of the share capital of a company shall apply as if the capital
redemption reserve were paid up share capital of the company,
except that the reserve may be applied by the company in paying
up unissued shares of the company to be allotted to members
of the company as fully paid bonus shares.

C2
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Redemption or purchase of own shares out of capital

54.—(1) Subject to the following provisions of this Part of
this Act, a private company limited by shares or limited by
guarantee and having a share capital may, if authorised to do so
by its articles, make a payment in respect of the redemption or
purchase under section 45 or (as the case may be) under section
46 of this Act of any of its own shares otherwise than out of
distributable profits of the company or the proceeds of a fresh
issue of shares ; and references below in this Part of this Act to
payment out of capital are (subject to subsection (6) below)
references to any payment so made (whether or not it would be
regarded apart from this section as a payment out of capital).

(2) The payment which may (if authorised in accordance with
the following provisions of this Part of this Act) be made by any
company out of capital in respect of the redemption or purchase
of any of its own shares shall be such an amount as, taken to-
gether with—

(a) any available profits of the company ; and

(b) the proceeds of any fresh issue of shares made for the
purposes of the redemption or purchase ;

is equal to the price of redemption or purchase.

(3) The payment permissible in accordance with subsection (2)
above in respect of the redemption or purchase by a company of
any of its own shares is referred to below in this Part of this Act
as the permissible capital payment for the shares.

(4) Subject to subsection (6) below, if the permissible capital
payment for any shares redeemed or purchased by a company is
less than their nominal amount, the amount of the difference shall
be transferred to the capital redemption reserve.

(5) Subject to subsection (6) below, if the permissible capital
payment for any shares redeemed or purchased by a company is
greater than their nominal amount—

(@) the amount of any capital redemption reserve, share
premium account or fully paid share capital of the
company ; and

(b) any amount representing unrealised profits of the com-
pany for the time being standing to the credit of any
reserve maintained by the company in accordance with
paragraph 34 of Schedule 8 to the 1948 Act (the revalu-
ation reserve) ;

may be reduced by a sum not exceeding (or by sums not in the
aggregate exceeding) the amount by which the permissible capital
payment exceeds the nominal amount of those shares.
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(6) In any case where the proceeds of a fresh issue are applied
by a company in making any redemption or purchase of its own
shares in addition to a payment out of capital under this
section—

(a) the references in subsections (4) and (5) above to the
permissible capital payment shall be read as references
to the aggregate of that payment and those proceeds ;

(b) subsection (2) of section 53 of this Act shall not apply.

(7) The reference in subsection (2)(a) above to available
profits of the company is a reference to the company’s profits
which are available for distribution (within the meaning of
Part III of the 1980 Act), but the question whether a company
has any profits so available and the amount of any such profits
shall be determined for the purposes of this section in accordance
with the following provisions of this section instead of in accor-
dance with section 43 of the 1980 Act.

(8) Subject to subsection (9) below, that question shall be deter-
mined by reference to the relevant items (within the meaning of
section 43 of the 1980 Act) as stated in the relevant accounts for
determining the permissible capital payment for any shares
under this section ; and those accounts are such accounts, pre-
pared as at any date within the period for determining the
amount of that payment, as are necessary to enable a reasonable
judgment to be made as to the amounts of any of those items.

(9) For the purposes of determining the amount of the per-
missible capital payment for any shares under this section, the
amount of the company’s available profits (if any) determined
in accordance with subsection (8) above shall be treated
as reduced by the amount of any distributions lawfully made by
the company after the date of the relevant accounts and before
the end of the period for determining the amount of that pay-
ment.

The reference above in this subsection to distributions law-
fully made by the company shall be read as including any finan-
cial assistance given by the company as mentioned in subsec-
tion (1)(a) or (b) of section 60 of this Act and any payment of a
description within subsection (1)(d) or (e) of that section lawfully
made by the company.

(10) References in this section to the period for determining
the amount of the permissible capital payment for any shares
are references to the period of three months ending with the
date on which the statutory declaration of the directors pur-
porting to specify the amount of that payment is made in
accordance with section 55(3) of this Act.

C3
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55.—(1) Subject to any order made by the court under section
57 of this Act a payment out of capital by any company for
the redemption or purchase of any of its own shares shall not
be lawful by virtue of section 54 of this Act unless the require-
ments of this section and section 56 of this Act are satisfied.

(2) The payment out of capital must be approved by a special
resolution of the company (referred to below in this section and
in section 56 of this Act as the resolution for payment out of
capital).

(3) The directors of the company must make a statutory
declaration specifying the amount of the permissible capital
payment for the shares in question and stating that, having made
full inquiry into the affairs and prospects of the company, they
have formed the opinion—

(a) as regards its initial situation immediately following the
date on which the payment out of capital is proposed
to be made, that there will be no ground on which the
company could then be found to be unable to pay its
debts ; and

(b) as regards its prospects for the year immediately follow-
ing that date, that, having regard to their intentions
with respect to the management of the company’s busi-
ness during that year and to the amount and character
of the financial resources which will in their view be
available to the company during that year, the com-
pany will be able to continue to carry on business as a
going concern (and will accordingly be able to pay its
debts as they fall due) throughout that year.

(4) In forming their opinion for the purposes of subsection
(3)(a) above the directors shall take into account any liabilities of
the company which the court would be required by section 223(d)
of the 1948 Act to take into account in determining for the pur-
poses of section 222(e) of that Act (circumstances in which a
companv may be wound up by the court) whether the company
was unable to pay its debts. :

(5) The statutory declaration made by the directors must be
in the prescribed form and contain such information with respect
to the nature of the company’s business as may be prescribed,
and must in addition have annexed to it a report addressed to
the directors by the auditors of the company stating that—

(a) they have inquired into the company’s state of affairs ;
and

(b) the amount specified in that declaration as the per-
missible capital payment for the shares in question is
i their view properly determined in accordance with
section 54 of this Act; and
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(c) they are not aware of anything to indicate that the
opinion expressed by the directors in that declaration
as to any of the matters mentioned in subsection (3)
above is unreasonable in all the circumstances.

(6) The resolution for payment out of capital must be passed
on, or within the week immediately following, the date on which
the directors make the statutory declaration required by sub-
section (3) above, and the payment out of capital must be made
not earlier than five nor more than seven weeks after the date of
the resolution.

(7) A special resolution of a company to approve a payment
out of capital for the redemption or purchase of any of its own
shares shall not be effective for the purposes of this section if
any member of the company holding shares to which the resolu-
tion relates exercises the voting rights carried by any of those
shares in voting on the resolution and the resolution would not
have been passed if he had not done so.

For the purposes of this subsection a member who holds shares
to which the resolution relates shall be regarded as exercising
the voting rights carried by those shares in voting on the resolu-
tion not only if he votes in respect of those shares on a poll on
the question whether that resolution shall be passed but also if he
votes on that resolution otherwise than on a poll ; and, notwith-
standing anything in a company’s articles, any member of the
company may demand a poll on the question whether any such
resolution shall be passed.

(8) Any such resolution shall not be effective for the purposes
of this section unless the statutory declaration and auditors’
report required by this section are available for inspection by
members of the company at the meeting at which the resolution
is passed.

(9) Any director of a company who makes a declaration
under this section without having reasonable grounds for the
opinion expressed in that declaration shall be liable—

(@) on conviction on indictment to imprisonment for a term
not exceeding two years or a fine or both; and

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

(10) For the purposes of this section a vote and a demand for
a poll by a person as proxy for a member shall be the same
respectively as a vote and a demand by the member.
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56.—(1) Within the week immediately following the date of
the resolution for payment out of capital the company must
cause to be published in the Gazette a notice—

(a) stating that the company has approved a payment out
of capital for the purpose of acquiring its own shares
by redemption or purchase or both (as the case may
require) ;

(b) specifying the amount of the permissible capital pay-
ment for the shares in question and the date of the
resolution for payment out of capital ;

{¢) stating that the statutory declaration of the directors and
the auditors’ report required by section 55 of this Act
are available for inspection at the company’s registered
office ; and

(d) stating that any creditor of the company may at any
time within the five weeks immediately following the
date of the resolution for payment out of capital apply
to the court under section 57 of this Act for an order
prohibiting the payment.

(2) Within the week immediately following the date of that
resolution the company must also either cause a notice to the
same effect as that required by subsection (1) above to be pub-
lished in an appropriate national newspaper or give notice in
writing to that effect to each of its creditors.

In this subsection “an appropriate national newspaper ”
means a newspaper circulating throughout England and Wales
in the case of a company registered in England and Wales and
a newspaper circulating throughout Scotland in the case of a
company registered in Scotland.

(3) References below in this section to the first notice date are
references to the day on which the company first publishes the
notice required by subsection (1) or first publishes or gives the
notice required by subsection (2) above (whichever is the earlier).

(4) Not later than the first notice date the company must
deliver a copy of the statutory declaration of the directors and
the auditors’ report required by section 55 of this Act to the
registrar of companies.

(5) The statutory declaration and auditors’ report shall be
kept at the company’s registered office throughout the period be-
ginning with the first notice date and ending five weeks after the
date of the resolution for payment out of capital and shall during
business hours on any day during that period be open to the
inspection of any member or creditor of the company without
charge.
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(6) If an inspection required under subsection (5) above is
refused, the company and every officer of the company who is
in default shall be liable on summary conviction to a fine not
exceeding one-fifth of the statutory maximum or, on conviction
after continued contravention, to a default fine not exceeding
one-fiftieth of the statutory maximum.

(7) In the case of a refusal of an inspection required under
subsection (5) above of a declaration or report, the court may by
order compel an immediate inspection of that declaration or
report.
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57.—(1) Where a private company passes a special resolution Objections by

approving for the purposes of this Part of this Act any payment
out of capital for the redemption or purchase of any of its
shares—

(a) any member of the company other than one who con-
sented to or voted in favour of the resolution ; and

(b) any creditor of the company ;

may within five weeks of the date on which the resolution was
passed apply to the court for the cancellation of the resolution.

(2) An application under this section may be made on behalf
of the persons entitled to make the application by such one or
more of their number as they may appoint in writing for the
purpose.

(3) If an application is made under this section, the company
shall—

(a) forthwith give notice in the prescribed form of that fact
to the registrar of companies ; and

(b) within fifteen days from the making of any order of the
court on the hearing of the application, or such longer
period as the court may by order direct, deliver an
office copy of the order to the registrar.

(4) On the hearing of an application under this section the
court may, if it thinks fit, adjourn the proceedings in order that
an arrangement may be made to the satisfaction of the court for
the purchase of the interests of dissentient members or for the
protection of dissentient creditors, as the case may be, and the
court may give such directions and make such orders as it thinks
expedient for facilitating or carrying into effect any such arrange-
ment.

(5) Without prejudice to its powers under subsection (4) above,
on the hearing of an application under subsection (1) above, the
court shall make an order on such terms and conditions as it
thinks fit either confirming or cancelling the resolution; and,.
where the court confirms the resolution, it may in particular by

members or
creditors.
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order alter or extend any date or period of time specified in the
resolution or in any provision of this Part of this Act which
applies to the redemption or purchase of shares to which the
resolution refers.

(6) Subsections (7) to (9) of section 11 of the 1980 Act (provi-
sion in orders of the court for purchase of shares and alterations
in memorandum and articles) shall apply in relation to orders
under this section as they apply in relation to orders under sec-
tion 11.

(7 A company which fails to comply with subsection (3) above
and any officer of the company who is in default shall be liable on
summary conviction to a fine not exceeding one-fifth of the
statutory maximum or, on conviction after continued contra-
vention, a default fine not exceeding one-fiftieth of the statutory
maximum.

58.—(1) This section applies where a company has made a
payment out of capital in respect of the redemption or purchase
of any of its shares, referred to below as the “relevant pay-
ment .

(2) Where the company is being wound up and the aggregate
of the amount of its assets and the amounts paid by way of
contribution to its assets (apart from this section) is not sufficient
for payment of its debts and liabilities and the costs, charges
and expenses of the winding up, then, if the winding up com-
menced within one year of the date on which the relevant pay-
ment was made—

(@) the person from whom the shares were redeemed or
purchased ; and

(b) the directors of the company who signed the statutory
declaration made in accordance with section 55(3) of
this Act for the purposes of the redemption or pur-
chase, except a director who shows that he had reason-
able grounds for forming the opinion set out in the
declaration ;

shall, so as to enable that insufficiency to be met, be liable to
contribute to the assets of the company to the extent specified
in subsection (3) below.

(3) A person from whom any of the shares were redeemed or
purchased shall be liable to contribute to the assets of the com-
pany an amount not exceeding the amount of so much of the
relevant payment as was made by the company in respect of his
shares and the directors of the company shall be jointly and
severally liable with that person to contribute that amount to

the assets of the company.
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(4) Any person who has contributed an amount to the assets
of a company in pursuance of this section may apply to the
court for an order directing any other person jointly and severally
liable in respect of that amount to pay to him such amount as
the court thinks just and equitable.

(5) Section 212 of the 1948 Act (liability of contributories)
shall not apply in relation to any liability accruing by virtue of
this section.

(6) Any reference in the articles of any company to a contribu-
tory shall not unless the context requires include a reference to
any person who is a contributory only by virtue of this section.

(7) A person who is liable by virtue of this section to contri-
bute to the assets of any company in the event of its being
wound up may by petition apply to the court for the winding up
of the company on either of the grounds set out in paragraphs
{e) and (f) of section 222 of the 1948 Act (inability of company
to pay its debts and the “ just and equitable ” ground) and para-
graph (a) of the proviso to section 224(1) of that Act (restric-
tions on right of contributory to present petition) shall not
apply in relation to a petition made by any such person; but
unless he is a contributory otherwise than by virtue of this section
he may not in his character as contributory present such a
petition on any other ground.

Miscellaneous and supplemental

59.
(a) issues shares on terms that they are or are liable to be
redeemed ; or
(b) agrees to purchase any of its own shares ;
the following provisions of this section shall apply in relation
thereto.

(2) A company shall not be liable in damages in respect of
any failure on its part to redeem or purchase any of the shares.

(3) Subsection (2) above is without prejudice to any right
of the holder of any of the shares other than his right to sue
the company for damages in respect of its failure; but the
court shall not grant an order for specific performance of the
terms of redemption or purchase if the company shows that it
is unable to meet the cost of redeeming or purchasing the shares
in question out of distributable profits.

(4) Where the company is wound up and at the commence-
ment of the winding up any of the shares have not been re-
deemed or purchased then subject to the following provisions
of this section the terms of redemption or purchase may be
enforced against the company ; and when shares are redeemed
or purchased under this subsection they shall be treated as
cancelled.

PArT III
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(5) Subsection (4) above shall not apply if—

(a) the terms of redemption or purchase provided for the
redemption or purchase to take place at a date later
than the date of the commencement of the winding
up ; or

(b) during the period beginning with the date on which
the redemption or purchase was to have taken place
and ending with the commencement of the winding up
the company could not at any time have lawfully
made a distribution equal in value to the price at which
the shares were to have been redeemed or purchased.

(6) There shall be paid in priority to any amount which the
company is liable by virtue of subsection (4) above to pay in
respect of any shares—

(a) all other debts and liabilities of the company (other
than any due to members in their character as such) ;

(b) if other shares carry rights whether as to capital or as
to income which are preferred to the rights as to
capital attaching to the first mentioned shares, any
amount due in satisfaction of those preferred rights ;

but, subject to that, any such amount shall be paid in priority
to any amounts due to members in satisfaction of their rights
(whether as to capital or income) as members.

(7) Where by virtue of section 66 of the Bankruptcy Act 1914
(payment of interest on debts) as applied by section 317 of the
1948 Act (application of bankruptcy rules to insolvent com-
panies) a creditor of a company is entitled to payment of any
interest only after payment of all other debts of the company, the
company’s debts and liabilities shall for the purposes of sub-
section (6) above include the liability to pay that interest.

60.—(1) For the purposes of determining by reference to
any particular accounts whether any proposed distribution may
be made in accordance with section 43 of the 1980 Act (deter-
mination of amount of distributable profits) subsection (7) of
that section (reduction of distributable profits by amount of
earlier distributions) shall apply if it would not otherwise to—

(@) any financial assistance lawfully given by a public
company out of its distributable profits in any case
where the assistance is required to be so given by
section 42(7) of this Act;

(b) any financial assistance lawfully given by a private
company out of its distributable profits in any case
where the assistance is required to be so given by
section 43(2) of this Act;



Companies Act 1981 c. 62

{c) any financial assistance given by any company in con- Parr III

travention of section 42 of this Act in any case where
the giving of that assistance reduces the company’s
net assets or increases its net liabilities ;

(d) any payment made by any company in respect of the
purchase by the company of any shares in the company
except any payment lawfully made otherwise than out
of distributable profits ; and

(e) anv payment of a description specified in section 51 of
this Act;

being financial assistance given or payment made since those
accounts were prepared, as if any such financial assistance or
payment were a distribution already made in pursuance of a
determination made by reference to those accounts.

(2) Section 44 of the 1980 Act (consequences of unlawful
distributions) shall not apply in relation to—

(a) any financial assistance given by any company in con-
travention of section 42 of this Act ; or

(b) any payment made by a company in respect of the
redemption or purchase by the company of any shares
in the company.

(3) In this section—

“financial assistance ” has the meaning given by section
42(8) of this Act ;

“ net assets” has the meaning given by section 42(11) of
this Act; and

“net liabilities ” in relation to the giving of financial
assistance by any company means the amount by
which the aggregate amount of the company’s liabili-
ties (within the meaning of section 42(11)(b) of this
Act) exceeds the aggregate amount of its assets taking
the amount of the assets and liabilities to be as stated
in the company’s accounting records immediately be-
fore the financial assistance is given.

61.
statutory instrument modify the provisions of this Part of this
Act with respect to any of the following matters—

(1) The Secretary of State may by regulations made by Power to

71

(@) the authority required for a purchase by a company of to redemption

any of its own shares ;
(b) the authority required for the release by a company of

its rights under any contract for the purchase of its shares.

own shares or any contract under which the company
may (subject to any conditions) become entitled or
obliged to purchase any of its own shares ;

by a company
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ParT III (c) the information to be included in any return delivered
by a company to the registrar of companies in accord-
ance with section 52(1) of this Act;

(d) the matters to be dealt with in the statutory declaration
of the directors required by section 55 of this Act with
a view to indicating their opinion of their company’s
ability to make a proposed payment out of capital
with due regard to its financial situation and prospects ;

and

(e) the contents of the auditors’ report required by that
section to be annexed to that declaration.

(2) The Secretary of State may also by regulations so made
make such provision (including provision by way of modifying
the provisions of this Part of this Act) as appears to him to be
appropriate—

(@) for wholly or partly relieving companies from the re-
quirement under section 54(2)(a) of this Act that any
available profits must be taken into account in deter-
mining the amount of the permissible capital payment
for any shares under that section ; or

(b) for permitting a company’s share premium account to
be applied, to any extent appearing to the Secretary of
State to be appropriate, in providing for the premiums
payable on the redemption or purchase by the company
of any of its own shares.

(3) Regulations under this section—

(@) may make such further modifications of any provisions
of this Part of this Act as appear to the Secretary of
State to be reasonably necessary in consequence of
any provision made by any such regulations by virtue
of subsection (1) or (2) above ;

() may make different provision for different cases or
classes of case ; and

(c) may contain such further consequential provisions, and
such incidental and supplementary provisions, as the
Secretary of State thinks fit.

(4) No regulations shall be made under this section unless a
draft of the instrument containing the regulations has been laid
before Parliament and has been approved by resolution of each
House of Parliament.

62.—(1) In this Part of this Act—

Interpretation

of Part I1J, «“ distributable profits ”, in relation to the making of any
“"Pf.al 0‘2‘8 ¢ payment or the giving of any financial assistance (with-
;h"‘ezll%ﬁg‘ Azt in the meaning of section 42(8) of this Act) by any

and savings. company, means those profits out of which it could
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lawfully make a distribution equal in value to that
payment or assistance, including in any case where the
financial assistance is or includes a non-cash asset
(within the meaning of section 87 of the 1980 Act) any
profit which, if the company were to make a distribu-
tion of that asset, would by virtue of section 43A of
the 1980 Act (distributions in kind) be available for
that distribution ;
“distribution ” has the meaning given by section 45(2) of
the 1980 Act ; and
“ permissible capital payment ” has the meaning given by
section 54(3) of this Act ;
and references to payment out of capital shall be construed in
accordance with section 54(1) of this Act.

(2) Section 58 of the 1948 Act (which is superseded by sections
45 and 53 of this Act) shall cease to have efiect; but any
preference shares issued by a company before the appointed
day which could but for the repeal of section 58 have been
redeemed under that section shall be subject to redemption in
accordance with the provisions of this Part of this Act.

(3) In any case to which section 45 applies by virtue of this
section any premium payable on redemption may, notwith-
standing the repeal by this Act of the words in section 56(2)
of the 1948 Act which enabled such premiums to be paid out
of the share premium account, be paid out of that account
instead of out of profits or partly out of that account and partly
out of profits (but subject to the provisions of this Part of this
Act so far as the payment is out of profits).

(4) Any capital redemption reserve fund established before the
appointed day by any company for the purposes of section 58
of the 1948 Act shall be known as the company’s capital redemp-
tion reserve and be treated as if it had been established for the
purposes of section 53 of this Act; and, accordingly, any refer-
ence in any enactment or in the articles of any company or in
any other instrument to a company’s capital redemption reserve
fund shall be construed as a reference to the company’s capital
redemption reserve.

PArRT IV
DISCLOSURE OF INTERESTS IN SHARES

Disclosure of interests in voting shares in public companies

63.—(1) Where a person either—
(@) to his knowledge acquires any interest in shares com-
prised in relevant share capital of a public company
or ceases to be interested in any shares so comprised
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(whether or not he retains any interest in other shares
so comprised) ; or

(b) becomes aware that he has acquired any interest in
shares so comprised or that he has ceased to be in-
terested in any shares so comprised in which he was
previously interested ;

he shall be under an obligation to make to the company the
notification with respect to his interest in shares so comprised
required by subsection (5) below in any case within subsection
(2) below.

(2) That obligation arises where either—

(a) he has an interest subject to the notification requirement
under this section in shares comprised in the share
capital in question immediately after the relevant
time but did not have such an interest immediately
before that time ; or

(b) he had an interest subject to the notification require-
ment under this section in shares comprised in that
share capital immediately before the relevant time but
does not have such an interest immediately after that
time ; or

(c) he has an interest subject to the notification requirement
under this section in shares comprised in that share
capital both immediately before and immediately
after the relevant time but the percentage levels of
his interest immediately before and immediately after
that time are not the same.

(3) A person has an interest subject to the notification require-
ment under this section in relevant share capital of a public com-
pany at any time when he is interested in shares comprised in
relevant share capital of any such company of an aggregate
nominal value equal to or more than the percentage of the
nominal value of that share capital which is for the time being
the notifiable percentage under this section ; but all facts relevant
to determining for the purposes of this section whether a person
has such an interest at any time (or the percentage level of his
interest) shall be taken to be what he knows them to be at that
time.

(4) Where otherwise than in circumstances within subsection
(1) above a person—

(@) is aware at the time when it occurs of any change of
circumstances affecting any fact relevant to the applica-
tion of the notification requirement under this section
in relation to any existing interest of his in shares com-
prised in a company’s share capital of any description ;
or
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(b) otherwise becomes aware of any such fact (whether or
not arising from any such change of circumstances) ;

he shall be under an obligation to make to the company the
notification with respect to his interest required by subsection
(5) below in any case within subsection (2)(a) above.

(5) A notification required by this subsection with respect to
a person’s interest (if any) in shares comprised in relevant share
capital of a public company must be in writing and must specify
the share capital to which it relates; and any such notification
must also either—

(a) state the number of shares comprised in that share
capital in which the person making the notification
knows he was interested immediately after the time
when the obligation to make the notification arose;
or

(b) in any case where the person making the notification
no longer has an interest subject to the notification
requirement under this section in shares comprised
in that share capital, state that he no longer has such
an interest.

(6) A person’s obligation to make any such notification must
be performed within the period of five days next following the
day on which that obligation arises.

(7) Subject to the qualification mentioned below, in subsection
(2)(c) above “ percentage level” means the percentage figure
found by expressing the aggregate nominal value of all the shares
comprised in the share capital there mentioned in which the
person in question is interested immediately before or (as the
case may be) immediately after the relevant time as a percentage
of the nominal value of that share capital and rounding that
figure down, if it is not a whole number, to the next whole
number.

Where the nominal value of that share capital is greater im-
mediately after the relevant time than it was immediately before
that time the percentage level of his interest immediately before
(as well as immediately after) that time shall be determined by
reference to the larger amount.

(8) The reference in subsection (3) above to the percentage
which is for the time being the notifiable percentage under this
section is a reference to five per cent. or such other percentage
as may from time to time be prescribed for the purposes of
this section by regulations under section 64 of this Act.

(9) References in subsections (2) and (7) above, as they apply
in relation to any person’s interest, to the relevant time are

PART IV
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references to the time of the event or change of circumstances
relevant for the purposes of subsection (1)(a) or (4)(a) above
or the time when he acquires the knowledge relevant for the
purposes of subsection (1)(b) or (4)(b) above (as the case may
require).

(10) For the purposes of this Part of this Act “ relevant share
capital ”, in relation to any public company, means issued share
capital of that company of a class carrying rights to vote in
all circumstances at general meetings of the company ; and it is
hereby declared for the avoidance of doubt that the temporary
suspension of voting rights in respect of shares comprised in
issued share capital of a public company of any such class does
not affect the application of this Part of this Act in relation to
interests in those or any other shares comprised in that class.

(1) The Secretary of State may by regulations made by
statutory instrument from time to time prescribe the percentage
to apply in determining whether a person’s interest in any
shares in a company is subject to the notification requirement
under section 63 of this Act, and different percentages may be so
prescribed in relation to companies of different classes or des-
criptions.

(2) Where in consequence of any reduction in the percentage
applicable for the purposes of that section made by regulations
under this section a person’s interest in relevant share capital
of any public company becomes an interest subject to the notifi-
cation requirement under that section, he shall be under an
obligation to make to the company the notification with respect
to his interest required by subsection (5) of that section.

(3) Subsection (6) of that section shall not apply in any such
case, but a person’s obligation to make any notification under
that section by virtue of this section must be performed within
the period of ten days next following the day on which that
obligation arises.

(4) No regulations shall be made under this section unless a
draft of the instrument containing the regulations has been laid
before Parliament and has been approved by resolution of each
House of Parliament.

65.—(1) A notification under section 63 of this Act with res-
pect to a person’s interest in relevant share capital of a public
company (other than one stating that he no longer has an
interest subject to the notification requirement under that section
in shares comprised in that share capital) shall include particu-
lars of—

(a) the identity of each registered holder of any shares to
which the notification relates ; and
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(b) the number of those shares held by each such registered
holder ;

so far as known to the person making the notification at the
date of the notification.

(2) A person who has an interest in shares comprised in rele-
vant share capital of a public company which is subject to the
notification requirement under section 63 of this Act shall be
under an obligation to notify the company in writing—

(a) of any such particulars in relation to those shares as are
mentioned in subsection (1) above ; and

(b) of any change in any such particulars ;

of which in either case he becomes aware at any time after any
interest notification date and before the first occasion following
that date on which he becomes subject to any further obligation
to make any notification under that section with respect to his
interest in shares comprised in that share capital.

(3) The reference in subsection (2) above to an interest notifi-
cation date, in relation to any person’s interest in shares com-
prised in relevant share capital of a public company, is a refer-
ence to either of the following, that is to say—

(@) the date of any notification made by him with respect to
his interest under section 63 of this Act ; and

(b) where he has failed to make any such notification, the
date on which the period allowed under this Part of
this Act for making that notification came to an end.

(4) A person who at any time has an interest in shares com-
prised in relevant share capital of a public company which is
subject to the notification requirement under section 63 of this
Act shall be regarded for the purposes of subsection (2) above
as continuing to have an interest in those shares subject to that
requirement unless and until he becomes subject to an obligation
to make a notification under that section stating that he no
longer has such an interest in those shares.

(5) A person’s obligation to make a notification required by
this section must be performed within the period of five days
next following the day on which that obligation arises.

PART IV
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66.—(1) For the purposes of sections 63 to 65 of this Act a Notification of
person shall be taken to be interested in any shares in which certain family

his spouse or any infant child or step-child of his is interested.

(2) For the purposes of those sections, a person shall be taken
to be interested in shares if a body corporate is interested in
them and—

(a) that body corporate or its directors are accustomed to
act in accordance with his directions or instructions ;
or

and corporate
interests.
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(b) he is entitled to exercise or control the exercise of one-
third or more of the voting power at general meetings
of that body corporate.

(3) Where a person is entitled to exercise or control the
exercise of one-third or more of the voting power at general
meetings of a body corporate and that body corporate is entitled
to exercise or control the exercise of any of the voting power
at general meetings of another body corporate (the *relevant
voting power ), then, for the purposes of subsection (2)(b) above,
the relevant voting power shall be taken to be exercisable by
that person.

(4) For the purposes of subsections (2)(b) and (3) above, a
person shall be taken to be entitled to exercise or control the
exercise of any voting power if he has a right (whether subject
to conditions or not) the exercise of which would make him
so entitled or is under an obligation (whether so subject or not)
the fulfilment of which would make him so entitled.

(5) In this section *infant”, in relation to Scotland, means
pupil or minor.

67.—(1) Subject to the following provisions of this section, an
agreement between two or more persons which includes provision
for the acquisition by any one or more of the parties to the
agreement of interests in shares in a particular company (“ the
target company ”) is an agreement to which this section applies
if—

(@) it also includes provisions imposing obligations or
restrictions on any one or more of the parties to the
agreement with respect to their use, retention or dis-
posal of interests in that company’s shares acquired
in pursuance of the agreement (whether or not to-
gether with any other interests of theirs in that com-
pany’s shares to which the agreement relates) ; and

(b) any interest in that company’s shares is in fact acquired
by any of the parties in pursuance of the agreement ;

and in relation to any such agreement references below in this
section and in section 68 of this Act to the target company shall
be read as referring to the company which is the target company
for that agreement in accordance with this subsection.

(2) The reference in subsection (1)(@) above to the use by
parties to the agreement of interests in shares in the target
company is a reference to the exercise of any rights or of any
control or influence arising from those interests (including the
right to enter into any agreement for the exercise, or for control
of the exercise, of any of those rights by any other person).
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(3) Once any interest in shares in the target company has been
acquired in pursuance of any such agreement as is mentioned
in subsection (1) above, this section shall continue to apply to
the agreement irrespective of—

(a) whether or not any further acquisitions of interests in
that company’s shares take place in pursuance of the
agreement ; and

(b) any change in the persons who are for the time being
parties to the agreement ; and

(c) any variation of the agreement ;

so long as the agreement continues to include provisions of any
description mentioned in paragraph (a) of that subsection.

References in this subsection to the agreement include
references to any agreement having effect (whether directly or
indirectly) in substitution for the original agreement.

(4) In this section (and in references elsewhere in this Part of
this Act to an agreement to which this section applies) “ agree-
ment ” includes any agreement or arrangement ; and references
in this section to provisions of an agreement—

(a) accordingly include undertakings, expectations or under-
standings operative under any arrangement ; and

(b) (without prejudice to paragraph (a) above) also include
any provisions, whether express or implied and whether
absolute or not.

(5) This section shall not apply to an agreement which is not
legally binding unless it involves mutuality in the undertakings,
expectations or understandings of the parties to it.

(6) For the purposes of sections 63 to 65 of this Act each party
to an agreement to which this section applies shall be taken to
be interested in all shares in the target company in which any
other party to the agreement is interested apart from the agree-
ment (whether or not the interest of the other party in question
was acquired, or includes any interest which was acquired, in
pursuance of the agreement).

(7) For the purposes of subsection (6) above and section 68
of this Act an interest of any party to an agreement to which
this section applies in shares in the target company is an interest
apart from that agreement if he is interested in those shares
otherwise than by virtue of the application of this section in
relation to that agreement (and accordingly any such interest of
his apart from that agreement includes for those purposes any
interest treated as his by virtue of section 66 of this Act or by
virtue of the application of this section in relation to any other
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ParTIV  agreement with respect to shares in the target company to which
he is a party).

(8) Any notification with respect to his interest in shares in the
target company made to that company under section 63 of this
Act by a person who is for the time being a party to an agree-
ment to which this section applies—

(a) shall state that the person making the notification is a
party to an agreement to which this section applies ;

(b) shall include the names and (so far as known to him) the
addresses of the other parties to the agreement, identi-
fying them as such ; and

(c) shall state whether or not any of the shares to which the
notification relates are shares in which he is interested
by virtue of this section and, if so, the number of those
shares.

(90 Where a person makes a notification to any company
under section 63 of this Act in consequence of ceasing to be
interested in any shares in that company by virtue of the fact
that he or any other person has ceased to be a party to an agree-
ment to which this section applies, the notification shall include
a statement that he or that other person has ceased to be a party
to the agreement (as the case may require) and also (in the latter
case) the name and (if known to him) the address of that other
person.

(10) This section shall not apply to any agreement to under-
write or sub-underwrite any offer of shares in a company, pro-
vided the agreement is confined to that purpose and any matters
incidental to it.

Obligation of 68.—(1) A person who is a party to an agreemeht to which
persons acting section 67 of this Act applies shall be subject to the require-

together to ments of this section at any time when—
keep each

other (a) the target company is a public company ; and
iﬁ{;’i;‘;‘idfﬁs, (b) the shares in that company to which the agreement
relates consist of or include shares comprised in rele-
vant share capital of that company ; and
(© he knows the facts which make the agreement one to
which section 67 applies and the facts with respect to
the company and the shares mentioned in paragraphs
(a) and (b) above respectively.

(2) Any such person shall be under an obligation to notify
each other party to the agreement, in writing, of the relevant
particulars of his interest (if any) apart from the agreement in
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shares comprised in relevant share capital of the target com-
pany— ’
(@) on his first becoming subject to the requirements of this
section ; and

(b) on each occurrence after that time while he is still sub-
ject to those requirements of any event or circumstances
within subsection (1) of section 63 of this Act as it
applies to his case otherwise than by reference to
interests treated as his under section 67 of this Act as
it applies to that agreement.

(3) For the purposes of subsection (2) above, the relevant par-
ticulars of a person’s interest apart from the agreement in ques-
tion in shares comprised in relevant share capital of the target
company are, in relation to any notice required under that sub-
section— :

(@) the number of shares (if any) comprised in that share
capital in which he would be required to state his
interest if he were required to make a notification
under section 63 of this Act with respect to his interest
in those shares apart from the agreement immediately
after the time when his obligation to give that notice
under subsection (2) above arose ; and

(b) the relevant particulars with respect to the registered
ownership of those shares, so far as known to him at
the date of the notice.

(4) A person who is for the time being subject to the require-
ments of this section shall also be under an obligation to notify
each other party to the agreement, in writing—

(@) of any relevant particulars with respect to the registered
ownership of any shares comprised in relevant share
capital of the target company in which he is interested
apart from the agreement ; and

(b) of any change in those particulars ;

of which in either case he becomes aware at any time after
any interest notification date and before the first occasion
following that date on which he becomes subject to any further
obligation to give any notice under subsection (2) above with
respect to his interest in shares comprised in that share capital.

(5) The reference in subsection (4) above to an interest notifica-
tion date, in relation to any person’s interest in shares comprised
in relevant share capital of the target company, is a reference to
either of the following, that is to say—

(@) the date of any notice given by him with respect to his
interest under subsection (2) above ; and

PArT IV

81



82 c. 62 Companies Act 1981

PArT IV (b) where he has failed to give any such notice, the date on
which the period allowed by this section for giving
that notice came to an end.

(6) A person who is a party to an agreement to which section
67 of this Act applies shall be under an obligation to notify each
other party to the agreement, in writing, of his current address—

(a) on his first becoming subject to the requirements of this
section ; and

(b) on any change in his address occurring after that time
and while he is still subject to those requirements.

(7) References in this section to the relevant particulars with
respect to the registered ownership of any shares are references
to such particulars in relation to those shares as are mentioned
in section 65(1)(a) or (b) of this Act.

(8) A person’s obligation to give any notice required by this
section to any other person must be performed within the period
of five days next following the day on which that obligation
arises.

Application of ~ 69.—(1) References in section 63 of this Act to a person’s
section 63 in  acquiring any interest in shares or ceasing to be interested in
g:gfif)gv‘&lm any shares shall be read as including references to his becoming
or 67. or ceasing to be interested in those shares by virtue of another

person’s interest.

(2) For the purposes of this section, a person becomes or ceases
to be interested in any shares by virtue of another person’s
interest where he becomes or ceases to be interested in any
shares by virtue of section 66 or (as the case may be) by virtue
of section 67 of this Act, whether—

(a) by virtue of the fact that the person who is interested in
those shares becomes or ceases to be a person whose
interests (if any) fall by virtue of either of those sections
to be treated as his ; or

(b) in consequence of the fact that any such person has
become or ceased to be interested in those shares ; or

(0) in consequence of the fact that he himself becomes or
ceases to be a party to an agreement to which section
67 applies to which the person interested in those shares
is for the time being a party or an agreement to which
both he and that person are parties becomes or ceases
to be one to which that section applies.

(3) Where a person becomes or ceases to be interested in any
shares by virtue of another person’s interest he shall be regarded
for the purposes of section 63 of this Act as knowing he has
acquired an interest in those shares or (as the case may be)
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that he has ceased to be interested in those shares if and when
he knows both—

(a) the relevant facts with respect to that other person’s
interest in those shares ; and

(b) the relevant facts by virtue of which he himself has be-
come or ceased to be interested in those shares in
accordance with section 66 or 67 of this Act.

(4) For the purposes of subsection (3)(a) above a person shall
be regarded as knowing the relevant facts with respect to another
person’s interest in any shares if he knows (whether contem-
poraneously or otherwise) either of the subsistence of that other
person’s interest in those shares at any relevant time or of the
fact that that other person has become or ceased to be interested
in those shares at any such time ; and in this subsection “ relevant
time ” means any time when that other person’s interests (if any)
fall or fell to be treated as his by virtue of section 66 or 67 of
this Act.

(5) For the purposes of subsection (4) above (but without
prejudice to its application apart from this subsection), a person
shall be regarded as knowing of the subsistence of another
person’s interest in any shares or (as the case may be) that
another person has become or ceased to be interested in any
shares if he has been notified under section 68 of this Act of
facts with respect to that other person’s interest which indicate
that he is or has become or ceased to be interested in those
shares (whether on his own account or by virtue of a third
person’s interest in those shares).

70.

PART IV

(1) The provisions of this section shall apply, subject Interests to

to section 71 of this Act, in determining for the purposes of be notified.

sections 63 to 65 of this Act whether a person has a notifiable
interest in any shares.

(2) Any reference to an interest in shares shall be read as
including a reference to any interest of any kind whatsoever in
the shares; and accordingly there shall be disregarded any
restraints or restrictions to which the exercise of any right
attached to the interest is or may be subject.

(3) Where any property is held on trust and any interest in
shares is comprised in that property, any beneficiary of that trust
who apart from this subsection does not have an interest in the
shares shall be taken to have such an interest.

(4) A person shall be taken to have an interest in shares if—
(a) he enters into a contract for their purchase by him
(whether for cash or other consideration) ; or
(b) not being the registered holder, he is entitled to exercise
any right conferred by the holding of those shares or is
entitled to control the exercise of any such right.
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PART IV (5) A person shall be taken to have an interest in shares if,
otherwise than by virtue of having an interest under a trust—

(@) he has a right to call for delivery of the shares to himself
or to his order ; or

(b) he has a right to acquire an interest in shares or is under
an obligation to take an interest in shares ;

whether in any case the right or obligation is conditional or
absolute.

(6) For the purposes of subsection (4)(b) above, a person
shall be taken to be entitled to exercise or control the exercise of
any right conferred by the holding of shares if he has a right
(whether subject to conditions or not) the exercise of which
would make him so entitled or is under an obligation (whether
so subject or not) the fulfilment of which would make him so
entitled.

(7) Persons having a joint interest shall be taken each of them
to have that interest.

(8) It is immaterial that shares in which a person has an
interest are unidentifiable.

Interests to be ~ 71.—(1) The following interests in shares shall for the purposes
disregarded.  of sections 63 to 65 of this Act be disregarded, that is to say—

(@) where any property is held on trust according to the
law of England and Wales and any interest in shares
is comprised in that property, an interest in reversion
or remainder or of a bare trustee or a custodian trustee
and any discretionary interest ;

(b) where any property is held on trust according to the
law of Scotland and any interest in shares is comprised
in that property, an interest in fee or of a simple
trustee and any discretionary interest ;

() an interest which subsists by virtue of an authorised
unit trust scheme within the meaning of the Prevention

1958 c. 45. of Fraud (Investments) Act 1958, a scheme made under
1960 c. 58. section 22 of the Charities Act 1960, section 11 of
1961 c. 62. the Trustee Investments Act 1961 or section 1 of the
1965 c. 2. Administration of Justice Act 1965 or the scheme set
1958 No. 1. out in the Schedule to the Church Funds Investment

Measure 1958 ;

(d) an interest of the Church of Scotland General Trustees
or of the Church of Scotland Trust in shares held by
them or of any other person in shares held by the said
Trustees or Trust otherwise than as simple trustees ;
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{e) an interest, for the life of himself or another, of a person
under a settlement in the case of which the property
comprised in the settlement consists of, or includes,
shares, and the conditions mentioned in subsection (3)
below are satisfied ;

(f) an exempt interest held by a recognised jobber ;

(¢) an exempt security interest ;

(h) an interest of the President of the Family Division of the
High Court subsisting by virtue of section 9 of the
Administration of Estates Act 1925 ;

() an interest of the Accountant General of the Supreme
Court in shares held by him ;

(/) any such interests, or interests of such class, as may be
prescribed for the purposes of this paragraph by regula-
tions made by the Secretary of State by statutory
instrument.

(2) A person shall not by virtue of section 70(4)(b) of this
Act be taken to be interested in any shares by reason only that he
has been appointed a proxy to vote at a specified meeting of a
company or of any class of its members and at any adjournment
of that meeting or has been appointed by a corporation to act
as its representative at any meeting of a company or of any
class of its members.

(3) The conditions referred to in subsection (1)(e) above are,
in relation to any settlement—
(a) that it is irrevocable ; and
(b) that the settlor (within the meaning of section 444 of the

PART IV

1925 c. 23.

Income and Corporation Taxes Act 1970) has no in- 1970 c. 10.

terest in any income arising under, or property com-
prised in, the settlement.

(4) A person is a recognised jobber for the purposes of sub-
section (1)(f) above if he is a member of The Stock Exchange
recognised by the Council of The Stock Exchange as carrying
on the business of a jobber ; and an interest of any such person
in shares is an exempt interest for those purposes if—

(@ he carries on that business in the United Kingdom ; and

(b) he holds the interest for the purposes of that business.

(5) An interest in shares is an exempt security interest for the
purposes of subsection (1)(g) above if—
(@) it is held by a person who is—

(i) a recognised bank or licensed institution within

the meaning of the Banking Act 1979 or an insur- 1979 c. 37.

ance company within the meaning of the Insurance

Companies Act 1974 to which Part II of that Act 1974c.49.

applies ; or
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PART IV (i) a trustee savings bank (within the meaning
1976 c. 4. of the Trustee Savings Banks Act 1976) ; or

(iii) a member of The Stock Exchange carrying on
business in the United Kingdom as a stock broker ;
and

(b) it is held by way of security only for the purposes of a
transaction entered into in the ordinary course of his
business as such a person ;

or if it is held by way of security only either by the Bank of
England or by the Post Office for the purposes of a transaction
entered into in the ordinary course of that part of the business
of the Post Office which consists of the provision of banking
services.

Supplemen- 72.—(1) Where a person authorises any other person (*“the

tary provisions. agent ) to acquire or dispose of, on his behalf, interests in shares
comprised in relevant share capital of a public company, he
shall secure that the agent notifies him immediately of acquisi-
tions or disposals of interests in shares so comprised effected by
the agent which will or may give rise to any obligation on his
part to make a notification under section 63 of this Act with
respect to his interest in that share capital.

(2) An obligation to make any notification imposed on any
person by any provision of sections 63 to 65 of this Act shall be
treated as not being fulfilled unless the notice by means of
which it purports to be fulfilled identifies him and gives his
address, and in a case where he is a director of the company,
is expressed to be given in fulfilment of that obligation.

(3) A person who—

(a) fails to fulfil, within the proper period, an obligation
to make any notification required by any provision of
section 63 of this Act; or

(b) in purported fulfilment of any such obligation makes
to a company a statement which he knows to be false
or recklessly makes to a company a statement which
is false ; or

(c) fails to fulfil, within the proper period, an obligation to
give any other person any notice required by section
68 of this Act; or

(d) fails without reasonable excuse to comply with sub-
section (1) above ;

shall be guilty of an offence under this section.
(4) A person who is guilty of an offence under this section
shall be liable—

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

(5) It shall be a defence for a person charged with an offence
under subsection (3)(c) above to prove that it was not possible
for him to give the notice to that other person required by section
68 within the proper period, and either—

(a) that it has not since become possible for him to give
the notice so required ; or

(b) that he gave that notice as soon after the end of that
period as it became possible for him to do so.

(6) Where a person is convicted of an offence under this sec-
tion, other than an offence relating to his ceasing to be interested
in shares in any company, the Secretary of State may direct that
the shares in relation to which the offence was committed shall,
until further order, be subject to the restrictions imposed by
section 174 of the 1948 Act.

(7) Subsection (6) above shall apply in relation to shares in
any company notwithstanding any power contained in the mem-
orandum or articles of the company enabling it to impose similar
restrictions on the shares in question itself.

(8) Subsections (3) to (7) of section 174 of the 1948 Act shall
apply in relation to any shares subject to the restrictions imposed
by that section by virtue of an order under this section as those
subsections apply where the restrictions are imposed by virtue
of an order under that section.

(9) Proceedings in respect of an offence under this section
shall not, in England and Wales, be instituted except by, or
with the consent of, the Secretary of State or the Director of
Public Prosecutions.

Register of interests in shares

PARrT IV

purposes of sections 63 to 65 of this Act, and whenever the com- interests in
pany receives information from a person in consequence of the shares.

fulfilment of an obligation imposed on him by any of those
sections, it shall be under an obligation to inscribe in the register,
against the name of that person, that information and the date of
the inscription.

(2) Without prejudice to subsection (1) above, where a com-
pany receives a notification under section 63 of this Act which
includes a statement that the person making the notification or
any other person has ceased to be a party to an agreement to
which section 67 of this Act applies, it shall be under an obliga-
tion to record that information against the name of that person
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in every place where his name appears in the register as a party
to that agreement (including any entry relating to him made
against another person’s name).

(3) An obligation imposed by subsection (1) or (2) above
must be fulfilled within the period of three days next following
the day on which that obligation arises.

(4) The company shall not, by virtue of anything done for
the purposes of this section, be affected with notice of, or put
upon inquiry as to, the rights of any person in relation to any
shares.

(5) The register must be so made up that the entries against
the several names inscribed in the register appear in chronologi-
cal order.

(6) Unless the register is in such form as to constitute in itself
an index, the company shall keep an index of the names inscribed
in the register which shall in respect of each name contain a
sufficient indication to enable the information inscribed against
it to be readily found ; and the company shall, within ten days
after the date on which a name is inscribed in the register, make
any necessary alteration in the index.

(7) Where the company ceases to be a public company it shall
continue to keep the register and any associated index until the
end of the period of six years beginning with the day next follow-
ing that on which it ceases to be such a company.

(8) The register and any associated index—
(a) shall be kept at the place at which the register required
to be kept by the company by section 29 of the 1967
Act (register of directors’ interests) is kept ; and
(b) subject to subsection (9) below, shall be available for
inspection in accordance with section 80 of this Act.

(9) Neither the register nor any associated index shall be
available for inspection in accordance with that section in so
far as it contains information with respect to a company for the
time being entitled to avail itself of the benefit conferred by
section 3(3) or 4(3) of the 1967 Act (exemption of a company
from requirement to disclose in its accounts particulars of sub-
stantial shareholdings in subsidiaries or other bodies corporate
incorporated or carrying on business outside the United Kingdom
in circumstances where disclosure would be harmful to business).

(10) If default is made in complying with subsection (1) or
(2) or with any of subsections (5) to (7) above, the company and
every officer of the company who is in default shall be liable on
summary conviction to a fine not exceeding one-fifth of the
statutory maximum or, on conviction after continued contraven-
tion, a default fine not exceeding one-fiftieth of the statutory
maximum.
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Investigation by a company of interests in shares

74.—(1) Any public company may by notice in writing require
any person whom the company knows or has reasonable cause to
believe to be or, at any time during the three years immediately
preceding the date on which the notice is issued, to have been
interested in shares comprised in relevant share capital of that
company to confirm that fact or (as the case may be) to indicate
whether or not it is the case and, where he holds or has during
that time held any interest in shares so comprised, to give such
further information as may be required in accordance with
subsection (2) below.

(2) A notice under subsection (1) above may require the
person to whom it is addressed—

(@) to give particulars of his own past or present interest
in shares comprised in relevant share capital of the
company held by him at any time during the three year
period mentioned in subsection (1) above ;

(b) where the interest is a present interest and any other
interest in the shares subsists or, in any case, where
another interest in the shares subsisted during that
three year period at any time when his own interest
subsisted, to give so far as lies within his knowledge
such particulars with respect to that other interest as
may be required by the notice ;

(c) where his interest is a past interest, to give so far as
lies within his knowledge particulars of the identity
of the person who held that interest immediately upon
his ceasing to hold it.

(3) The particulars referred to in subsection (2)(a) and (b)
above include particulars of the identity of persons interested
in the shares in question and of whether persons interested in
the same shares are or were parties to any agreement to which
section 67 of this Act applies or to any agreement or arrange-
ment relating to the exercise of any of the rights conferred by
the holding of the shares.

(4) A notice under this section shall require any information
given in response to the notice to be given in writing within
such reasonable time as may be specified in the notice.

(5) Sections 66, 67 and 70 of this Act shall apply for the
purpose of construing references in this section to persons
interested in shares and to interests in shares respectively as
they apply in relation to section 63 of this Act (but with the
omission of any reference to section 71).

(6) This section shall apply in relation to a person who has
or previously had or is or was entitled to acquite a right to
subscribe for shares in a public company which would on issue

PArT IV
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be comprised in relevant share capital of that company as it
applies in relation to a person who is or was interested in shares
so comprised ; and references in the preceding provisions of
this section to an interest in shares so comprised and to shares
so comprised shall be read accordingly in any such case as
including references respectively to any such right and to shares
which would on issue be so comprised.

75.—(1) Whenever in pursuance of a requirement imposed on
any person under section 74 of this Act a company receives any
information to which this section applies relating to shares
comprised in relevant share capital of the company it shall
be under an obligation to inscribe against the name of the
registered holder of those shares in a separate part of its register
of interests in shares—

(@) the fact that the requirement was imposed and the date
on which it was imposed ; and

(b) any information to which this section applies received
in pursuance of the requirement.

(2) This section applies to any information received in pur-
suance of a requirement imposed under section 74 which relates
to the present interests held by any persons in shares comprised
in relevant share capital of the company in question.

(3) Subsections (3) to (10) of section 73 of this Act shall apply
in relation to the part of the register maintained in accordance
with subsection (1) above as they apply in relation to the re-
mainder of the register, reading references to subsection (1) of
that section as including references to subsection (1) above.

76.—(1) A company may be required to exercise its powers
under section 74 of this Act on the requisition of members of
the company holding at the date of the deposit of the requisi-
tion not less than one-tenth of such of the paid up capital of
the company as carries at that date the right of voting at general
meetings of the company.

(2) The requisition must—

(a) state that the requisitionists are requiring the company
to exercise its powers under section 74 of this Act ;
(b) specify the manner in which they require those powers
to be exercised ; and
(c) give reasonable grounds for requiring the company to
exercise those powers in the manner specified ;
and must be signed by the requisitionists and deposited at the
registered office of the company.

(3) The requisition may consist of several documents in like
form each signed by one or more requisitionists.
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(4) On the deposit of a requisition which complies with this
section it shall be the duty of the company to exercise its powers
under section 74 of this Act in the manner specified in the
requisition.

(5) On the conclusion of any investigation carried out by a
company in pursuance of a requisition under this section
it shall be the duty of the company to cause a report of the
information received in pursuance of that investigation to be
prepared, and that report shall be made available at the registered
office of the company within a reasonable period after the con-
clusion of that investigation.

(6) Where—
(a) a company undertakes an investigation in pursuance of
a requisition under this section ; and

(b) that investigation is not concluded before the end of the
period of three months beginning with the date imme-
diately following the date of the deposit of the requi-
sition ;

it shall be the duty of the company to cause to be prepared, in
respect of that period and each successive period of three months
ending before the conclusion of the investigation, an interim
report of the information received during that period in pursu-
ance of the investigation, and each such interim report shall be
made available at the registered office of the company within a
reasonable period after the end of the period of three months to
which it relates.

(7) The period for making any report prepared under this
section available as required by subsection (5) or (6) above shall
not exceed fifteen days.

(8) A report prepared under this section shall not include any
information with respect to a company entitled to avail itself
of the benefit conferred by section 3(3) or 4(3) of the 1967 Act
(where disclosure of substantial holdings in bodies incorporated
or carrying on business outside the United Kingdom would be
harmful) but where any such information is omitted that fact
shall be stated in the report.

(9) The company shall within three days of making any report
prepared under this section available at its registered office notify
the requisitionists that the report is so available.

(10) An investigation carried out by a company in pursuance
of a requisition under this section shall be regarded for the
purposes of this section as concluded when the company has
made all such enquiries as are necessary or expedient for the

D
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purposes of the requisition and, in the case of each such en-
quiry, either a response has been received by the company or the
time allowed for a response has elapsed.

(11) Any report prepared under this section—

(a) shall be kept at the company’s registered office from
the day on which it is first made available there in
accordance with subsection (5) or (6) above until the
expiration of the period of six years beginning with
the day next following that day ; and

(b) shall be available for inspection in accordance with
section 80 of this Act so long as it is so kept.

(12) If default is made in complying with subsection (4), (5), (6)
(9) or (11)(a) above the company and every officer of the com-
pany who is in default shall be liable—

(@) on conviction on indictment, to a fine ; and

(b) on summary conviction, to a fine not exceeding the
statutory maximum.

77.—(1) Where a notice is served by any company under
subsections (1) and (2) of section 74 of this Act on any person
who is or was interested in any shares in the company and that
person fails to give the company any information required by
the notice within the time specified in the notice, the company
may apply to the court for an order directing that the shares
in question shall be subject to the restrictions imposed by section
174 of the 1948 Act. '

(2) An order may be made by the court on an application
under subsection (1) above notwithstanding any power con-
tained in the memorandum or articles of the applicant company
enabling it to impose similar restrictions on the shares in question
itself. .

(3) Where an order is made under subsection (1) above
directing that shares shall be subject to the restrictions imposed
by section 174 of the 1948 Act, the company or any person
aggrieved by the order may apply to the court for an order
directing that the shares shall cease to be subject thereto.

(4) Subsections (3A) to (7) of section 174 shall apply in relation
to any shares subject to the restrictions imposed by section 174
by virtue of an order under this section but with the omission
in subsections (3A) to (6) of any reference to the Secretary of
State or the Board of Trade.

(5) Subject to subsections (6) and (7) below, any person who
fails to comply with a notice under section 74 of this Act, or
who, in purported compliance with such a notice, makes any
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statement which he knows to be false in a material particular or
recklessly makes any statement which is false in a material
particular shall be guilty of an offence and liable—

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

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

(6) A person shall not be guilty of an offence by virtue of
failing to comply with a notice under section 74 of this Act if
he proves that the requirement to give the information was
frivolous or vexatious.

(7) A person shall not be obliged to comply with a notice
under section 74 of this Act if he is for the time being exempted
by the Secretary of State from the operation of that section ; but
the Secretary of State shall not grant any such exemption except
after consultation with the Governor of the Bank of England
and unless satisfied that, having regard to any undertaking
given by the person in question with respect to the shares held
or to be held by him, there are special reasons why that person
should not be subject to the obligations imposed by that section.

Removal of entries from register

78.
name from its register of interests in shares where more than
six years have elapsed since the date of its inscription, and
either—

(a) that entry recorded the fact that the person in question
had ceased to have an interest subject to the notifi-
cation requirement under section 63 of this Act in
relevant share capital of the company ; or

(b) it has been superseded by a later entry inscribed under

section 73 of this Act against the same person’s name ;

and in a case within paragraph (a) above the company may also
remove that person’s name from the register.

(2) Where any person in pursuance of an obligation imposed
on him by any provision of this Part of this Act gives to a
company the name and address of any other person as being
interested in shares in the company, the company shall, within
fifteen days of the date on which it was given that information,
notify that other person that he has been so named and shall
include in that notification—

(a) particulars of any entry relating to him made, in con-
sequence of its being given that information, by the
company in its register of interests in shares ; and
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(b) a statement informing him of his right to apply to hav
that entry removed in accordance with the followin
provisions of this section.

(3) Any person who has been notified by a company in pu
suance of subsection (2) above that an entry relating to hir
has been made in the company’s register of interests in share
may apply in writing to the company for the removal of tha
entry from the register ; and the company shall remove th
entry if satisfied that the information in pursuance of which th
entry was made was incorrect.

(4) Where a person who is identified in a company’s registe
of interests in shares as being a party to an agreement to whic
section 67 of this Act applies (whether by an entry against hi
own name or by an entry relating to him made against anothe
person’s name as mentioned in subsection (2)(a@) above) cease
to be a party to that agreement, he may apply in writing to th
company for the inclusion of that information in the register
and if the company is satisfied that he has ceased to be a part
to that agreement it shall record that information (f not alread
recorded) in every place where his name appears as a party t
that agreement in the register.

(5) Where an application under subsection (3) or (4) above i
refused (in a case within subsection (4), otherwise than on th
ground that the information has already been recorded) th
applicant may apply to the court for an order directing the com
pany to remove the entry in question from the register or (as th
case may be) to include the information in question in the regis
ter, and the court may if it thinks fit make such an order.

(6) Where any name is removed from a company’s registe
of interests in shares in pursuance of subsection (1) or (3) abov
or an order under subsection (5), the company shall withi
fourteen days of the date of that removal make any necessar
alteration in any associated index.

(7) If default is made in complying with subsection (2) or (€
above, the company and every officer who is in default shal
be liable on summary conviction to a fine not exceeding one¢
fifth of the statutory maximum or, on conviction after continues
contravention, a default fine not exceeding one-fiftieth of th
statutory maximum.

79.—(1) Entries in a company’s register of interests in share
shall not be deleted except in accordance with section 78 of thi
Act.

(2) If an entry is deleted from a company’s register of interest
in shares in contravention of subsection (1) above the compan
shall restore that entry to the register as soon as is reasonabl
practicable.
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(3) If default is made in complying with subsection (1) or (2)
above the company and every officer who is in default shall be
liable on summary conviction to a fine not exceeding one-fifth of
the statutory maximum or, on conviction after continued contra-
vention of subsection (2), a default fine not exceeding one-fiftieth
of the statutory maximum.

Inspection of register and reports
80.
which is required by section 76 of this Act to be available for
inspection in accordance with this section shall, during business
hours (subject to such reasonable restrictions as the company
may in general meeting impose, provided that not less than two
hours in each day are allowed for inspection) be open to the
inspection of any member of the company or of any other
person without charge. :

(2) Any such member or other person may require a copy of
any such register or report, or any part of it, on payment of
ten pence or such less sum as the company may prescribe, for
every hundred words or fractional part thereof required to be
copied ; and the company shall cause any copy so required by a
person to be sent to him before the expiration of the period of
ten days beginning with the day next following that on which
the requirement is received by the company.

(3) If an inspection required under this section is refused or a
copy required under this section is not sent within the proper
period, the company and every officer of the company who is in
default shall be liable on summary conviction to a fine not
exceeding one-fifth of the statutory maximum, or on conviction
after continued contravention, a default fine not exceeding one-
fiftieth of the statutory maximum.

(4) In the case of a refusal of an inspection required under
this section of any register or report, the court may by order
compel an immediate inspection of it ; and in the case of failure
to send a copy required under this section, the court may by
order direct that the copy required shall be sent to the person
requiring it.

(5) The Secretary of State may by regulations made by
statutory instrument substitute a sum specified in the regulations
for the sum for the time being mentioned in subsection (2) above.

Supplemental

81.

ParT IV

reports.

(1) Where a body corporate is guilty of an offence under Offences by

section 72 or 77(5) of this Act and it is proved that the offence bodies

occurred with the consent or connivance of, or was attributable
to any neglect on the part of any director, manager, secretary
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or other officer of the body, or any person who was purporting
to act in-any such capacity, he, as well as the body corporate,
shall be deemed to be guilty of that offence and shall be liable
to be proceeded against and punished accordingly.

(2) Where the affairs of a body corporate are managed by its
members, subsection (1) above shall apply in relation to the acts
and defaults of a member in connection with his functions of
management as if he were a director of the body corporate.

82.—(1) In this Part of this Act—

“associated index ”, in relation to any register, means the
index kept in relation to that register in pursuance of
section 73(6) of this Act;

“ register of interests in shares ” means the register kept in

pursuance of section 73 of this Act including, except
where the context otherwise requires, that part of the
register kept in pursuance of section 75 of this Act;
and

“ relevant share capital ” has the meaning given by section
63(10) of this Act.

(2) It is hereby declared for the avoidance of doubt that where
the relevant share capital of a public company is divided into
different classes of shares, references in this Part of this Act to
a percentage of the nominal value of its relevant share capital
are references to a percentage of the nominal value of the issued

‘shares comprised in each of those classes taken separately.

(3) Where the period allowed by any provision of this Part
of this Act for fulfilling any obligation is expressed as a number
of days, any day that is a Saturday or Sunday or a bank holiday
in any part of Great Britain shall be disregarded in reckoning
that period.

83.—(1) Sections 33 and 34 of the 1967 Act and sections 26
and 27 of the 1976 Act, which are superseded by the preceding
provisions of this Part of this Act, shall cease to have effect.

(2) Subject to subsection (3) below, where on the appointed
day a person has an interest subject to the notification require-
ment under section 63 of this Act in relevant share capital of
a public company he shall be under an obligation to make to
the company the notification with respect to his interest required
by subsection (5) of that section.

(3) A person shall not be required to make any such notifica-
tion by virtue of subsection (2) above in any case where—
(@) he has made a notification to the company under section
33 of the 1967 Act with respect to any interest of his
in shares comprised in the share capital in question ;
and
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(b) the percentage level of the interest notified (or last noti-
fied) by him under that section is the same as the
percentage level of his interest on the appointed day
determined in accordance with section 63 of this Act.

(4) In subsection (3)(b) above “ percentage level ” means, in
relation to any interest in share capital notified by a person
under section 33 of the 1967 Act, the percentage figure found
by expressing the aggregate nominal value of all the shares so
notified as a percentage of the nominal value of that share
capital as known to the person in question on the appointed day
and rounding that figure down, if it is not a whole number, to
the next whole number.

(5) Section 63(6) shall not apply in any case where a person is
required to make a notification under that section by virtue
of subsection (2) above, but a person’s obligation to make any
such notification must be performed within the period of ten
days next following the appointed day.

(6) Section 67 of this Act shall apply in relation to an agree-
ment notwithstanding that it was made before the appointed
day or that any such acquisition of shares as is mentioned in
subsection (1)(b) of that section took place before the appointed
day.

(7) Section 69 of this Act applies where a person becomes or
ceases to be interested in any shares by virtue of section 66 or
67 of this Act on the coming into operation of either of the two
last-mentioned sections as it applies in the other cases mentioned
in subsection (2) of that section ; and references in that section
to a person’s becoming interested in any shares by virtue of
section 66 shall be read as including any case within this sub-
section notwithstanding that the person in question was interested
in the shares immediately before the appointed day by virtue
of section 28(3) of the 1967 Act.

(8) Any register kept by a company immediately before the
appointed day under section 34 of the 1967 Act, and any part
of any such register so kept for the purposes of section 27 of
the 1976 Act, shall continue to be kept by the company under
and for the purposes of sections 73 and 75 of this Act respec-
tively.

(9) Notwithstanding the repeal by this Act of section 27 of the
1976 Act, subsections (1) to (4) and (7) to (10) of that section
shall continue to apply in relation to any notice given to.any
person under that section before the appointed day (and further
notices may accordingly be given under that section on or after
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that day by virtue of information received in pursuance of any
notice given before that day or any further notice given by
virtue of this subsection) ; and references in section 75 of this
Act to a requirement imposed under section 74 of this Act shall
be read as including references to a requirement imposed undes
section 27.

PArRT V
MISCELLANECUS AND SUPPLEMENTAL

Profits available for distribution

84. The following section shall be inserted after section 42
of the 1980 Act—

“ Treatment 42A.—(1) Subject to the following provisions of

development this section, where development costs are showr

costs. as an asset in a company’s accounts, any amoun
shown din respect of those costs shall be
treated—

(@) for the purposes of section 39 above, as &
realised loss ; and

(b) for the purposes of section 41 above, as @
realised revenue loss.

(2) Subsection (1) above shall not apply to any
part of that amount representing an unrealised profi
made on revaluation of those costs.

(3) Subsection (1) above shall not apply if—

(a) there are special circumstances in the case
of the company justifying the directors ir
deciding that the amount there mentioned
shall not be treated as required by thal
subsection ; and

(b) the note to the accounts required by para
graph 20 of Schedule 8 to the 1948 Ac!
(note giving reasons for including develop
ment costs as an asset) states that that
amount is not to be so treated and explains
‘the circumstances relied upon to justify the
decision of the directors to that effect.”

85. The following section shall be inserted after section 43 o
the 1980 Act—

“ Distri- 43A. Where a company makes a distribution o
f’;‘%‘fj or including any non-cash asset and any part of the

amount at which that asset is stated in the accounts
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relevant for the purposes of that distribution in  ParTV
accordance with section 43 of this Act represents

an unrealised profit, that profit shall be treated as a

realised profit—

(a) for the purpose of determining the lawful-
ness of that distribution in accordance with
this Part of this Act (whether before or
after it takes place) ; and

(b) for the purpose of the application of para-
graphs 12(a) and 34(4)(b) of Schedule 8
to the 1948 Act (only realised profits to
be included in or transferred to the profit
and loss account) in relation to anything
done with a view to or in connection with
making that distribution.”.

Investigations and inquiries
86.—(1) In section 164(1) of the 1948 Act (investigation of Investigation
company’s affairs on application of members) the following on application
words shall be added at the end of paragraph (b), that is to say, °f company.
€€ and

(c) in any case, on the application of the company.”.

(2) In subsection (2) of that section (applicants to give sec-
urity for costs not exceeding £100)—

(a) for the word “ applicants ” there shall be substituted
the words “ applicant or applicants ” ; and

(b) for the words from “ one hundred pounds ” to the end
there shall be substituted the words “five thousand
pounds, or such other sum as the Secretary of State
may by order specify, for the payment of the costs of
the investigation.

An order under this subsection shall be made by statutory
instrument which shall be subject to annulment in pursu-
ance of a resolution of either House of Parliament.”,

(3) Section 165(1)(a)(i) of the 1948 Act, which is superseded
by subsection (1) above, shall cease to have effect.

87.—(1) In section 167 of the 1948 Act (duty of officers Duty of
and agents to produce documents, attend before inspectors and directors and
give assistance in connection with investigation) after subsection 2:;‘;3 to
(1) there shall be inserted the following subsections—

ingpectors.
“(1A) If the inspectors consider that a person other
than an officer or agent of the company or other body
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corporate is or may be in possession of any information
concerning its affairs, they may require that person to
produce to them any books or documents in his custody
or power relating to the company or other body corporate,
to attend before them and otherwise to give them all assis-

~ tance in connection with the investigation which he is reason-

ably able to give ; and it shall be the duty of that person to
comply with the requirement.

(1B) If an inspector has reasonable grounds for believ-
ing that a director, or past director, of the company or
other body corporate whose affairs the inspector is inves-
tigating maintains or has maintained a bank account of any
description, whether alone or jointly with another person
and whether in Great Britain or elsewhere, into or out
of which there has been paid—

(@) the emoluments or part of the emoluments of his
office as such director particulars of which have
not been disclosed in the accounts of the company
or other body corporate for any financial year con-
trary to section 6 of the Companies Act 1967 (par-
ticulars in accounts of directors’ emoluments) ; or

(b) any money which has resulted from or been used
in the financing of any transaction, arrangement
or agreement—

() particulars of which have not been dis-
closed in a note to the accounts of any company
for any financial year, contrary to section 54
of the Companies Act 1980 (disclosure of con-
tracts between companies and their directors,
etc.) ; or

(ii) in respect of which any amount outstand-
ing was not included in the aggregate amounts
outstanding in -respect of certain transactions,
arrangements or agreements required to be dis-
closed in a note to the accounts of any company
for any financial year by subsections (4) and
(4A) of section 56 of that Act (transactions,
etc. between recognised banks and their direc-
tors, etc.), contrary to subsection (4) of that sec-
tion ; or

(iii) particulars of which were mot included
in any register of certain transactions, arrange-
ments and agreements required to be maintained
by section 57 of that Act (register of trans-
actions between recognised banks and their
directors, etc.) contrary to that section ; or
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(c) any money which has been in any way connected
with any act or omission, or series of acts or
omissions, which on the part of that director
constituted misconduct (whether fraudulent or
not) towards that company or body corporate or
its members ;

the inspector may require the director to produce to him
all documents in the director’s possession, or under his
control, relating to that bank account.”.

(2) In subsection (2) of section 167 after the words “ the officers
and agents of the company or other body corporate ” there shall
be inserted the words “and any such person as is mentioned in
subsection (1A) of this section”; in subsection (3) of that
section after the words “ any officer or agent of the company or
other body corporate > there shall be inserted the words “ or any
such person as is mentioned in subsection (1A) of this section” ;
and subsection (4) of that section (which is superseded by the
new subsection (1A)) shall cease to have effect.

88.—(1) In section 168 of the 1948 Act (inspectors’ reports)
the following subsection shall be substituted for subsection (2)—

“ (2) Where the inspectors were appointed under section
165 of this Act in pursuance of an order of the court, the
Secretary of State shall furnish a copy of any report of
theirs to the court and, in any case, he may if he thinks fit—

(a) forward a copy of any report made by the inspectors
to the company’s registered office ;

(b) furnish a copy on request and payment of the
prescribed fee to—

(i) any member of the company or other
body corporate which is the subject of the
report ;

(i) any person whose conduct is referred to
in the report ;

(iii) the auditors of that company or body
corporate ;

(iv) the applicants for the investigation ;

(v) any other person whose financial interests
appear to the Secretary of State to be affected
by the matters dealt with in the report, whether

as a creditor of the company or body corporate
or otherwise ; and

(c) cause any such report to be printed and published.”
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PART V (2) In section 171 of the 1948 Act (inspectors’ report to be
evidence) for the words from “ authenticated ” to “ investiga-
ted ” there shall be substituted the words * certified by the
Secretary of State to be a true copy of such a report”; and at
the end there shall be added the following paragraph—

“ Any document purporting to be such a certificate as is
referred&::o above shall be received in evidence and shall,

unless the contrary is proved, be deemed to be such a
certificate.”.
Duty of 89. In section 172(5) of the 1948 Act (application of sections
directors 166 to 168 of that Act to investigations of true ownership of

and others : :
to assist in companies under section 172)

investigations (@) after the words “ of this Act” there shall be inserted
}‘?f%'fi‘if‘m the words “ except section 167(1B) 7 ;
1948 Ac: (b) in paragraph (a) after the words “ on behalf of others ”

there shall be inserted the words “and to any other
person whom the inspector has reasonable cause to
believe possesses information relevant to the investi-
gation ” ; and

(c) the following paragraph shall be substituted for para-
graph (b)—

“(b) if the Secretary of State is of opinion that
there is good reason for not divulging any part of a
report made by virtue of this section, he may disclose
the report under section 168(2) of this Act with the
omission of that part ; and may cause to be kept by
the registrar a copy of the report with that part
omitted or, in the case of any other such report, a
copy of the whole report.”.

Bxtension of 90. In section 173(1) of the 1948 Act (certain persons required
power to to give information about interests in shares to the Secretary of
e tion  State) for the words from * (a) to be ” to “ expected to obtain
to be provided there shall be substituted the words “to have or to be able to
under section ©obtain any information ” and at the end of that subsection there
173 of the shall be inserted the following words, “ to give any such informa-

1948 Act. tion to the Secretary of State .

Amendment 91.—(1) Subject to subsection (8) below, section 174 of the

gf fg';"l"g%“ 1948 Act (power to impose restrictions on shares or debentures)
Act. shall have effect subject to the following modifications.

(2) In subsection (1) (power of Secretary of State to impose

restrictions) the words from “and that” to “ Act” shall cease

to have effect.
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(3) The following subsections shall be inserted after subsec-
tion (2)—

“ (2A) Where shares are subject to the restrictions im-
posed by subsection (2)(a) of this section any agreement to
transfer the shares or in the case of unissued shares the
right to be issued with the shares shall be void except an
agreement to sell the shares on the making of an order
made under subsection (3A)(d) of this section.

(2B) Where shares are subject to the restrictions imposed
by subsection (2)(c) or (d) of this section any agreement to
transfer any right to be issued with other shares in right of
those shares or to receive any payment on those shares
(otherwise than in a liquidation) shall be void except an
agreement to transfer any such right on the sale of the
shares on the making of an order made under subsection
(3A)(b) of this section.”. :

(4) In subsection (3) (power of court to lift restrictions) for
the words from “ and the court may ” to the end there shall be
substituted the words “ for an order directing that the shares
shall cease to be subject thereto.” ; and the following subsections
shall be inserted after subsection (3)—

“ (3A) Subject to subsections (3B) and (4A) of this sec-
tion, an order of the court or of the Secretary of State
directing that shares shall cease to be subject to the restric-
tions imposed by this section may be made only if—

(@) the court or, as the case may be, the Secretary of
State is satisfied that the relevant facts about the
shares have been disclosed to the company and
no unfair advantage had accrued to any person as
a result of the earlier failure to make that dis-
closure ; or

(b) the shares are to be sold and the court or the
Secretary of State approves the sale.

(3B) Where any shares in a company are subject to
restrictions imposed by this section, the court may on the
application of the Secretary of State or the company order
the shares to be sold, subject to the approval of the court as
to the sale, and may also direct that the shares shall cease
to be subject to those restrictions.

(3C) Where an order has been made under subsection
(3B) of this section then, on the application of the Secretary
of State, the company, the person appointed by or in pur-
suance of the order to effect the sale or any person interested
in the shares, the court may make such further order relat-
ing to the sale or to the transfer of the shares as it thinks fit.
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(3D) Where any shares are sold in pursuance of an order
made under subsection (3B) of this section, the proceeds of
sale, less the costs of the sale, shall be paid into court for
the benefit of the persons who are beneficially interested in
the shares; and any such person may apply to the court
for the whole or part of those proceeds to be paid to him.

(3E) On an application under subsection (3D) of this
section the court shall, subject to subsection (3F) of this
section, order the payment to the applicant of the whole
of the proceeds of sale together with any interest thereon or,
if any other person had a beneficial interest in the shares
at the time of their sale, such proportion of those proceeds
and interest as is equal to the proportion which the value
of the applicant’s interest in the shares bears to the total
value of the shares.

(3F) On granting an application for an order under sub-
section (3B) or (3C) of this section the court may order that
the costs of the applicant shall be paid out of the proceeds
of sale ; and, where an order under this subsection is made,
the applicant shall be entitled to payment of his costs out
of the proceeds of sale before any person interested in the
shares in question receives any part of those proceeds.”.

(5) In subsection (4) (continuation of subsection (2)(c) and
(d) restrictions) after the words “ those shares ” there shall be
inserted the words “ or which is made under subsection (3B)
of this section ”.

(6) The following subsection shall be inserted after subsec-
tion (4)—

“ (4A) Subsection (3A) of this section shall not apply in
relation to any order of the court or of the Secretary of
State directing that shares shall cease to be subject to any
restrictions which have been continued in force in relation
to those shares by virtue of subsection (4) of this section.”.

(7) In subsection (5) (criminal offences) the following para-
graph shall be inserted after paragraph (c) “ or
(@) being the holder of any such shares, or being entitled
to any such right as is mentioned in subsection (2B)
of this section, enters into any agreement which is
void by virtue of subsection (2A) or (2B) of this sec-
tion ; .

(8) The preceding provisions of this section and the repeal of
part of section 174(1) contained in Schedule 4 to this Act shall
not have effect in relation to any shares which on the appointed
day are subject to the restrictions imposed by section 174 ; and
subsection (3) above shall not apply in relation to any agree-
ment made before the appointed day.
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92.—(1) In subsection (3) of section 334 of the 1948 Act ParTV
(powers of the Secretary of State to investigate cases where it powers of
appears to the liquidator in a voluntary winding up that an offence Secretary of
has been committed) for the words from * and may if they think State under
it expedient ” to the end there shall be substituted the words fﬁ:t‘l‘;‘zg%c?f
“ and for the purpose of any such investigation may exercise any ’
of the powers which are exercisable by inspectors appointed
under section 164 or 165 of this Act to investigate the affairs of a
company ; and for that purpose any obligation imposed upon any
person by any provision of this Act to produce documents or give
information to or otherwise to assist such inspectors in their
investigations shall be construed as an obligation similarly to
assist the Secretary of State in any investigation under this
subsection.”.

(2) In section 334, the following subsection shall be inserted
after subsection (3)— :

“ (3A) An answer given by a person to a question put to
him in exercise of the powers conferred by subsection (3)
of this section may be used in evidence against him.”.

(3) In subsection (5) of that section for the words from the
beginning to “able to give” there shall be substituted the
following words—

“(5) Where any criminal proceedings are instituted by
the Director of Public Prosecutions, the Lord Advocate or
the Secretary of State following any report or reference made
under this section, it shall be the duty of the liquidator and
of every officer and agent of the company past and present
(other than the defendant) to give to the Director or the
Lord Advocate or the Secretary of State, as the case may be,
all assistance in connection with the prosecution which he
is reasonably able to give.”.

(4) In subsection (6) of that section for the words “ or Lord
Advocate ” there shall be substituted the words “ Lord Advo-
cate or the Secretary of State ™.

Restrictions on participation in management of companies and
disclosure of directorships

93.—(1) In section 188 of the 1948 Act (orders of court pisqualifica-
restraining persons from managing companies) the following tion of
subsections, shall be substituted for subsections (1) and (2)— directors and

“ others from
(1) Where— managing

(@) a person is convicted of an indictable offence companies,
(whether on indictment or summarily) in connec- €tc.
tion with the promotion, formation, management
or liquidation of a company or with the receiver-
ship or management of the property of a com-
pany; or
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PART V (b) it appears to the court that a person has been
persistently in default in relation to the relevant

requirements ; or
(c) in the course of the winding up of a company it
appears that a person—
() has been guilty of an offence for which
he is liable (whether he has been convicted or
not) under section 332 of this Act; or

(i) has otherwise been guilty, while an officer
or liquidator of the company or receiver or man-
ager of the property of the company, of any
fraud in relation to the company or of any
breach of his duty as such officer, liquidator,
receiver or manager ;

the court may make a disqualification order against that
person.

(1A) Where a person is convicted of a summary offence
which is a relevant offence and, during the five years ending
with the date of that conviction, he has had made against
him or has been convicted of, in total, not less than three
default orders and relevant offences (including that and
any other offence of which he is convicted on the same
occasion), the court by which he is convicted of that offence
or, in England and Wales, any other magistrates’ court
acting for the same petty sessions area may make a dis-
qualification order against that person.

(1B) For the purposes of this section, a “ disqualification
order ” is an order that the person against whom the
order is made shall not without leave of the court be a
liquidator or a director or a receiver or manager of the pro-
perty of a company or in any way, whether directly or in-
directly, be concerned or take part in the promotion,
formation or management of a company for such period,
not exceeding the relevant period, as may be specified in
the order.

(1C) Subsection (1)(@) and (c)(ii) of this section shall not
apply in relation to anything done before the date on which
section 93 of the Companies Act 1981 came into force by
a person in his capacity as liquidator of a company or as
receiver or manager of the property of a company.

(2) Subject to subsection (1C) of this section, subsection
(1)(a) of this section—

(a) shall apply in any case where a person is con-
victed on indictment of an offence which he com-
mitted (and, in the case of a continuing offence,
had ceased to commit) before the date on which
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section 93 of the Companies Act 1981 came into
force but in such a case a disqualification order
shall not be made for any period in excess of
five years ;

(b) shall not apply in any case where a person is
convicted summarily—
(i) in England and Wales, if he had consented
so to be tried before that date ; or
(ii) in Scotland, if the summary proceedings
commenced before that date.

(2A) Subject to subsection (1C) of this section, subsection
()(c) of this section shall apply in relation to any offence
committed or other thing done before the date on which
section 93 of the Companies Act 1981 came into force but
a disqualification order made on the grounds of such offence
or other thing done shall not be made for any period in
excess of five years.

(2B) The powers conferred on any court by subsection
(1A) of this section shail not be exercisable in any case
where a person is convicted of an offence which he com-
mitted (and, in the case of a continuing offence, had ceased
to commit) before the date referred to in subsection (2)(a)
of this section ; and for the purposes of subsections (1)(b)
and (1A) no account shall be taken of any offence which
was committed or any default order made before 1st June
1977.

(2C) For the purposes of an application made under sub-
section (1)(b) of this section, the fact that a person has been
persistently in default in relation to the relevant require-
ments may (without prejudice to its proof in any other man-
ner) be conclusively proved by showing that in the five years
ending with the date of the application he has been
adjudged guilty (whether or not on the same occasion) of
three or more defaults in relation to those requirements.

A person shall be treated as being adjudged guilty of a
default in relation to a relevant requirement for the purposes
of this subsection if he is convicted of any relevant offence
or a default order is made against him.

(2D) In this section, except where the context otherwise
requires—
“company > includes any company which may be
wound up under Part IX of this Act;
“ the court ”—

(@) in relation to the making of a disqualifi-
cation order under subsection (1) of this section
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means any court having jurisdiction to wind up
any of the companies in relation to which the
offence or other default has been or is alleged
to have been committed ;

(b) in relation to the making of a disqualifi-
cation order against any person by virtue of
subsection (1)(a@) of this section, includes the
court by or before which he is convicted of the
offence there mentioned and, in the case of a
summary conviction in England and Wales, any
other magistrates’ court acting for the same
petty sessions area ;

(¢) in relation to the granting of leave to pro-
mote or form a company, means any court with
any jurisdiction to wind up companies ; and

(d) in relation to the granting of leave to be
a liquidator or a director of or otherwise take
part in the management of a company or to be
a receiver or manager of the property of a
company, means any court having jurisdiction
to wind up that company ;

“ default order ” means an order made against any
person under section 337, 375 or 428 of this Act
(enforcement of duties of liquidators, receivers and
managers and companies to make returns, etc.) or
under section 5(1) of the Companies Act 1976
(order requiring failure to deliver accounts within
required time to be made good) by virtue of any
contravention of or failure to comply with any
relevant requirement (whether on his own part or
on the part of any company) ;

“ officer ”, in relation to any company, includes any
person in accordance with whose directions or in-
structions the directors of the company have been
accustomed to act ;

“ petty sessions area” has the meaning given by
section 150 of the Magistrates’ Courts Act 1980 ;

“relevant offence” means an offence of which a
person is convicted (whether on indictment or
summarily) by virtue of any contravention of or
failure to comply with any relevant requirement
(whether on his own part or on the part of any
company) ;

““ the relevant period ” means—

(@) in relation to an order made by a court
of summary jurisdiction or an order made in
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pursuance of subsection (1)(b) above, five years;  ParT V
and

(b) in relation to any other order, fifteen
years ; and

“relevant requirement ” means any provision of the
Companies Acts 1948 to 1981 which requires any
return, account or other document to be filed with,
delivered or sent, or notice of any matter to be
given, to the registrar.

(2E) For the purposes of this section, the definitions of
“ indictable offence ” and “ summary offence ” contained in
Schedule 1 to the Interpretation Act 1978 shall apply in
relation to Scotland as they apply in relation to England
and Wales.

Q2F) A disqualification order may be made on grounds
which are or include matters other than criminal convic-
tions notwithstanding that the person in respect of whom
the order is to be made may be criminally liable in respect
of those matters. .

(2) The following subsection shall be substituted for sub-
section (4) of section 188—

“(4) An application to a court with jurisdiction to wind
up companies for the making of a disqualification order
against any person may be made by the Secretary of State
or the official receiver or by the liquidator or any past or
present member or creditor of any company in relation to
which that person has committed or is alleged to have com-
mitted an offence or other default; and on the hearing of
any such application made by the Secretary of State or the
official receiver or the liquidator or of any application for
leave made by a person against whom a disqualification
order has been made on the application of the Secretary of
State, official receiver or liquidator, the Secretary of State,
official receiver or liquidator shall appear and call the atten-
tion of the court to any matters which seem to him to be
relevant, and may himself give evidence or call witnes-
SCS.”

(3) Subsection (5) of section 188 shall cease to have effect.

(4) After subsection (6) of section 188 there shall be inserted
the following subsection—

“(7) The power under section 193(2) of the Criminal
Procedure (Scotland) Act 1975 to substitute a fine for a
period of imprisonment shall in relation to a conviction on
indictment under subsection (6) of this section be construed
as including a power to impose such fine in addition to that
period of imprisonment.”.
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PART V (5) Section 28 of the 1976 Act (power of High Court and
Court of Session to make disqualification orders for persistent
failure to comply with the relevant requirements) shall cease to
have effect; but any order made under section 28 shall have
effect as if made under section 188 of the 1948 Act and any
application made before the appointed day for such an order
shall be treated as an application for an order under section
188.

Prohibition 94.—(1) In subsection (1) of section 9 of the Insolvency Act
°‘f’.d“°l"t°rts 1976 (power of court to disqualify persons from acting as
O MSOWent  directors, etc.) for the words from “ the court may ” to the end

companies "
fronf acting  there shall be substituted the words—

as liquidators, “ the court may make an order that that person shall not,

‘1’;‘:7'6 c. 60. without the leave of the court—

(@) be a director of or in any way, whether directly or
indirectly, be concerned or take part in the pro-
motion, formation or management of a com-
pany ; or

(b) be a liquidator of a company ; or

(¢) be a receiver or manager of the property of a
company ;

for such period as may, subject to subsection (1A) below, be
specified in the order.

(1A) The period which may be specified in any order
under subsection (1) above shall begin with the date of the
order and may not exceed five years if none of the conduct
to which the court has regard under subsection (1)(b)
occurred after the day appointed for the coming into force
of section 94 of the Companies Act 1981, or fifteen years
in any other case.”.

(2) In subsection (7) of that section, for the definition of
“ company ” there shall be substituted the following definition—
“ ¢ company ’ includes any company which may be wound

up under Part IX of the Companies Act 1948 ; ™.

(3) The following subsection shall be inserted in that section
after subsection (7)—

“(7A) An order under subsection (1) may be made on
grounds which are or include matters other than criminal
convictions notwithstanding that the person in respect of
whom the order is to be made may be criminally liable in
respect of those matters.”

Register 95.—(1) Section 200 of the 1948 Act (register of directors and

of past secretaries) shall have effect subject to the following modifica-
directorships. tions
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(2) In subsection (2)— PART V

(@) in paragraph (a) (particulars of directorships to be kept
on the register) after the words “ particulars of any
other directorships held by him  there shall be inserted
the words “ or which have been held by him ”;

(b) in the proviso (particulars not required to be kept on
register) for all the words preceding the words “and
for the purposes of ” there shall be substituted the
words—

“Provided that it shall not be necessary for the
register to contain on any day particulars of any
directorship—

(@) which has not been held by a director at
any time during the five years preceding
that day ;

(b) which is held by a director in any company
which—

(i) is dormant or, in relation to the
company keeping the register, is a rele-
vant company ; and

(i) if he also held that directorship for
any period during the five years imme-
diately preceding that day, was for the
whole of that period either dormant or
such a relevant company ;

() which was held by a director for any period
during the five years preceding that day in a
company which for the whole of that period
was either dormant or, in relation to the
company keeping the register, a relevant
company ;" ;
and at the end of that subsection there shall be added the words
“and

(iii) a company shall be treated as be-
ing or as having been dormant during
any period during which no transaction
occurs which is or was a significant
accounting transaction (within the mean-
ing of section 12(6) of the Companies
Act 1981) for that company ; and

(iv) a company shall be treated as be-
ing or as having been at any time a
relevant company in relation to any
other company if at that time it is or
was a company of which that other
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PART V company is or was a wholly owned sub-
sidiary or if it is or was a wholly owned
subsidiary of that other company or of
another company of which that other
company is or was a wholly owned sub-
sidiary.”.

(3) The following subsection shall be substituted for subsec-
tion (7)—
“(7) If any inspection required under this section is
refused or if default is made in complying with subsection
(1), 2), 3 or (4) of this section, the company and every
officer of the company who is in default shall be liable on
summary conviction to a fine not exceeding the statutory
maximum or on conviction after continued contravention
to a default fine not exceeding one-tenth of the statutory
maximum.”.
This subsection shall not have effect in relation to any offence
committed before the appointed day.

(4) Subsection (4) of section 200 (notification to registrar of
changes in register) shall not apply in relation to any change
in the particulars contained in a company’s register of directors
and secretaries made solely by reason of the coming into force
of subsection (2) above but if, after any such change has
occurred and before the company makes its next annual return,
any other change in those particulars occurs, the company shall
send to the registrar a notification in the prescribed form of any
such earlier changes and the date on which they occurred at the
same time as it notifies the registrar of the later changes in
accordance with section 200(4).

 Fraudulent trading

Criminal 96. Section 332(3) of the 1948 Act (criminal liability of per-
liability in case sops concerned in fraudulent trading by company) shall apply

gﬂgﬁ‘;dg}],em whether or not the company has been or is in the course of

company. being wound up.

Functions of registrar
Companies’ 97.—(1) The registrar shall allocate to every company a num-
reglsz)ered ber which shall be known as the company’s registered number,
nUmMOBErs. and he may, in addition, allocate to any such company a letter

which shall be deemed for all purposes to be part of the regis-
tered number. _
(2) In subsection (1) above “ company ” includes-—

(@) any oversea company within the meaning of section
23(2) of this Act; and
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“(b) any incorporated or unincorporated body to which ParTV
any provision of the 1948 Act applies by virtue of
section 435 of that Act.

98.—(1) In section 426(1) of the 1948 Act (inspection of Inspection
documents kept by registrar), the following paragraph shall be Of copies of
substituted for paragraph (a)— rocorasy

“(a) inspect a copy of any document kept by the registrar
of companies or, where the copy is illegible or unavail-
able, that document ;”

(2) The following subsections shall be added at the end of that
section—

“(5) For the purposes of this section a copy shall be
taken to be the copy of a document notwithstanding that
it is taken from a copy or other reproduction of the original
document.

(6) In this section “document” includes any material
which contains information kept by the registrar for the
purposes of the Companies Acts 1948 to 1981.”.

99. In section 38(2) and (3) of the 1976 Act (registrar of com- Sealing
panies required to seal certain documents instead of giving them ©f documents.
under his hand) for the word “shall ” in each place where it
occurs there shall be substituted the word “ may .

100.—(1) The registrar of companies may destroy any docu- Destruction of
ments or other material which he has kept for over ten years old records.
and which were, or were comprised in or annexed or attached
to, the accounts or annual returns of any company.

(2) The registrar shall retain a copy of any document or
other material destroyed in pursuance of subsection (1) above;
and section 426 of the 1948 Act shall apply in relation to any
such copy as if it were the original.

Registration of members’ shareholdings and class rights

101.—(1) In section 110(1) of the 1948 Act (particulars of Identification
members’ shareholdings to be entered on company’s register of in register of

members)— different
. classes of
(@) in paragraph (a)— shares.

(i) after the words “a number” there shall be
inserted the words “ and, where the company has
more than one class of issued shares, by its class ” ;

(ii) the following words shall be added at the
end, “and, in any other case, where the company
has more than one class of members, the class to
which each member belongs ; ” ; and
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(b) in the proviso to that subsection, after the words “ show
the amount ” there shall be inserted the words ““ and
class .

(2) The following subsections shall be added after subsection
(4) of that section—

“(5) Any entry relating to a former member of a com-
pany may be removed from the company’s register of
members after the expiration of twenty years from the date
on which he ceases to be a member.

(6) Any liability incurred by a company by virtue of the
making or deletion of an entry in its register of members or
debenture holders or any failure to make or delete any such
entry shall not be enforceable more than twenty years after
the date on which the entry was made or deleted or, in the
case of any such failure, the failure first occurred.

This subsection is without prejudice to any lesser period
of limitation.”.

1062.—(1) Where a company which does not have a share
capital (referred to below as “ the company ) creates a class of
members with rights which are not stated in its memorandum
or articles or in any resolution or agreement to which section 143
of the 1948 Act (registration of certain resolutions, etc.) applies..
the company shall deliver to the registrar of companies within
one month from the date on which the new class is created a
statement in the prescribed form containing particulars of the
rights attached to that class.

(2) Where the rights of any class of members of the company
are varied otherwise than by an amendment of the company’s
memorandum or articles or by any resolution or agreement to
which section 143 applies the company shall within one month
from the date on which the variation is made deliver to the
registrar a statement in the prescribed form containing particulars.
of the variation.

(3) Where a company (otherwise than by any such amendment,.
resolution or agreement as is mentioned in subsection (2) above)
assigns a name or other designation, or a new name or other
designation, to any class of its members it shall within one
month from doing so deliver to the registrar a notice in the
prescribed form giving particulars thereof.

(4) Where a company has on the appointed day any class of
members with such rights as are mentioned in subsection (1)
above, the company shall within three months from that day
deliver to the registrar a statement in th& prescribed form con-
taining particulars of the rights of any such class of its members..



Companies Act 1981 c. 62

(5) If a company fails to comply with this section, the com-
pany and every officer who is in default shall be liable on sum-
mary conviction to a fine not exceeding one-fifth of the statutory
maximum or, on conviction after continued contravention, a
default fine not exceeding one-fiftieth of the statutory maximum
for each day until the statement or notice in question is delivered
to the registrar.

Disclosure of information

Parr V

103.—(1) The following paragraph shall be substituted for Privileged
paragraph (a) of section 175 of the 1948 Act (saving for disclo- information.

sure of information by solicitors)—

“ (@) by any person of any information which he would in
an action in the High Court or, in Scotland, the Court
of Session be entitled to refuse to disclose on grounds
of legal professional privilege except, if he is a lawyer,
the name and address of his client ; ™.

(2) In section 446 of the 1948 Act (saving for disclosure of
privileged information in criminal proceedings) for the words
from ‘“ nothing in this Act > to the end there shall be substituted
the words “ or the Secretary of State, nothing in this Act shall
be taken to require any person to disclose any information
which he is entitled to refuse to disclose on grounds of legal
professional privilege .

(3) In section 116(1) of the 1967 Act (saving for disclosure of
information by solicitors) for the words “ the production by a
solicitor of a document containing a privileged communication
made by or to him in that capacity > there shall be substituted
the words “ the production by any person of a document which
he would in an action in the High Court or, in Scotland, the
Court of Session be entitled to refuse to produce on grounds of
legal professional privilege .

104.—(1) In section 111(1) of the 1967 Act (disclosure of infor- Further
mation obtained under the 1967 Act or certain other Acts pro- disclosure of
hibited except in certain circumstances) the following paragraphs information

shall be substituted for paragraphs (c) to (f)—

“ (c) for the purposes of the examination of any person by
an inspector appointed under section 164, 165 or 172 of
the Companies Act 1948 or under section 32 of this
Act in the course of his investigation ;

(d for the purpose of enabling the Secretary of State to
exercise, in relation to that or any other body, any of
his functions under the Companies Acts 1948 to 1981,
the Prevention of Fraud (Investments) Act 1958, the
Insurance Companies Act 1974 and the Insolvency
Act 1976 ;.

115
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(2) The Lord Advocate, the Director of Public Prosecutions,
any constable and any procurator fiscal shall each be a com-
petent authority for the purposes of section 111 of the 1967 Act.

(3) The criminal proceedings mentioned in section 111(1)(a)
of the 1967 Act (proceedings for the purpose of which the
Secretary of State may disclose information obtained by him
under his powers of inspecting a company’s books and papers)
shall include criminal proceedings pursuant to or arising out of
this Act, except sections 28 and 29.

(4) The Bank of England may disclose information which it
has obtained from the Secretary of State or from the Depart-
ment of Commerce for Northern Ireland in pursuance of section
20(1) or (2) of the Banking Act 1979 (information relating to
companies) for any of the purposes specified in subsection (2) of
section 19 of that Act (disclosure permitted for the purposes of
legal proceedings or to enable the Bank to comply with any of
its obligations under that Act); and, accordingly, in section
20(3)(b) of that Act for the words “ subsections (3) to (6) ” there
shall be substituted the words ‘“ subsections (2) to (6) .

Voluntary liquidations
105.—(1) In section 283 of the 1948 Act (statutory declaration

of section 283 of solvency in a winding up)—

of the 1948
Act.

(@) in subsection (2)(@) for the words from “ and is deliv-
ered ” to “ date > there shall be substituted the words
“ or on that date but before the passing of that resolu-
tion ”;

(b) the following subsection shall be inserted after subsec-
tion (2)—

“(2A) A declaration made by any directors of a
company in compliance with subsection (2)(a) of
this section shall be delivered to the registrar of com-
panies before the expiry of the period of fifteen days
immediately following the date on which the resolu-
tion for winding up the company is passed.” ;

(0) in subsection (4) the words “and delivered ”, in each
place where they occur, shall cease to have effect ; and

(d) the following subsection shall be inserted after sub-
section (4)—

“(4A) Where any declaration required to be de-
livered to the registrar by subsection (2A) of this
section is not so delivered within the time prescribed
by that subsection, the company and every officer in
default shall be guilty of an offence and liable on
summary conviction to a fine not exceeding one-fifth
of the statutory maximum or on conviction after
continued contravention to a default fine not exceed-
ing one-fiftieth of the statutory maximum.”.
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(2) Subsection (1) above shall not apply in relation to any  PArT V
‘winding up commenced before the appointed day.

106.—(1) For section 293(1) of the 1948 Act (obligation of Minimum
company to call meeting of creditors for the day, or the day next notice of
following the day, of the company’s meeting for voluntary wind- %ﬁ%‘;‘t‘ifor
ing up), there shall be substituted the following subsection— winding flp_

“ (1) Notwithstanding any power of the members, or of
any particular majority of the members, to exclude or waive
any other requirement of this Act or the company’s articles
with respect to the period of notice to be given of any
meeting of the company, the company shall give at least
seven days’ notice of the meeting of the company at which
the resolution for voluntary winding up is to be proposed ;
and the company shall in addition—

(a) cause a meeting of the creditors of the company
to be summoned for the day, or the day next
following the day, on which the said meeting of
the company is to be held ; and

(b) cause the notices of the said meeting of the credi-
tors to be sent by post to the creditors simultane-
ously with the sending of the notices of the said
meeting of the company.”

(2) The following subsection shall be added at the end of that
section—

“(7) Failure to give notice of the meeting of the company
mentioned in subsection (1) above as required by that sub-
section shall not affect the validity of any resolution passed
or other thing done at that meeting which would be valid

_apart from that subsection ”.

107.—(1) Subject to the following provisions of this section, Conversion

where a company is being or has been wound up voluntarily of creditors’
and— voluntary

. q . winding up
(a) the winding up is or was a creditors’ winding up ; and to members’
(b) a statutory declaration which satisfies the requirements Voluntary

of subsection (2) below is delivered to the registrar xrég;?fif p
of companies ; circumstances.

from the date on which that declaration is so delivered (re-
ferred to below in this section as the conversion date) the
winding up shall be treated for all purposes of the 1948 Act
as if it were or (in the case of one already concluded before
that date) as if it had been a members’ voluntary winding up
and (in the case of any such winding up, whether concluded
before or still in progress at that date) as if it had been a
members’ voluntary winding up at all times since its com-
mencement.
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(2) A statutory declaration made for the purposes of this
section must be made by the directors of the company or,
in the case of a company having more than two directors,
by the majority of the directors, and must state—

(a) that a statutory declaration complying with the require-
ments of subsections (1) and (2)(b) of section 283 of
the 1948 Act (statutory declaration of solvency in case
of proposal to wind up voluntarily) was made by the
directors (or by the majority of the directors) of the
company in accordance with subsection (1) of that
section within the five weeks immediately preceding
the date of the passing of the resolution for winding
up the company (as required by subsection (2)(a) of
that section) ;

(b) that it was properly addressed to the registrar of com-
panies, pre-paid and posted on a date within the
period beginning with 7th April 1981 and ending
with Ist August 1981 ; and

(c) that a letter so addressed and posted would in the
ordinary course of post have been delivered to the
registrar of companies before the date of the passing
of the resolution for winding up the company.

(3) For the purposes of sections 283(3) and 288 of the 1948
Act (consequences of actual or prospective failure to pay debts
in full within the period stated by the directors in the declara-
tion of solvency) the period specified in the declaration under
section 283 of that Act in the case of a winding up to which
subsection (1) above applies shall be taken to have been twelve
months from the commencement of the winding up unless the
contrary is shown.

(4) Nothing in this section shall affect the validity of anything
validly done in a winding up to which subsection (1) above
applies before the conversion date.

Bona vacantia

108.—(1) Where a company is dissolved and any property or
right vested in or held on trust for that company immediately
before its dissolution vests as bona vacantia accruing to the
Crown or the Duchy of Lancaster or the Duke of Cornwall
by virtue of section 354 of the 1948 Act (property, etc. of
dissolved companies to be bona vacantia) the person in whom
the property or right is thereby vested may dispose of, or of an
interest in, that property or right notwithstanding that an order
may be made under section 352(1) or 353(6) of the 1948 Act
(orders reviving dissolved companies) in relation to that com-
pany ; and where any such order is made—

(a) it shall not affect that disposition (but without prejudice
to that order so far as it relates to any other property
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or right previously vested in or held on trust for the
company) ; and

(b) the Crown or, as the case may be, the Duke of Corn-
wall shall pay to the company an amount equal to the
amount of any consideration received for the property
or right, or interest therein, or to the value of any such
consideration at the time of the disposition or, if no
consideration was received, an amount equal to the
value of the property, right or interest disposed of, as
at the date of the disposition.

(2) Where a liability accrues by virtue of subsection (1) above
in respect of any property or right which, before the order
under section 352(1) or 353(6) was made, had accrued as bona
vacantia to the Duchy of Lancaster, the Attorney General of the
Duchy of Lancaster shall represent Her Majesty in any pro-
ceedings arising in connection with that liability.

(3) Where a liability accrues by virtue of subsection (1) above
in respect of any property or right which, before the order under
- section 352(1) or 353(6) was made, had accrued as bona vacantia
to the Duchy of Cornwall such persons as the Duke of Cornwall
or other possessor for the time being of the Duchy of Cornwall
may appoint shall represent the Duke of Cornwall or other pos-
sessor of the Duchy in any proceedmgs arising out of that
liability.

(4) This section applies in relation to the disposition of any
property, right or interest on or after the appointed day, whether
the company concerned was dissolved before, on or after that
day.

(5) In section 354 of the 1948 Act the words from * subject
and ” to “ sections ” shall cease to have effect and the following
paragraph shall be inserted at the end—

“ Except as provided by section 108 of the Companies
Act 1981, the foregoing provisions of this section shall have
effect subject and without prejudice to any order made by
the court under section 352 or 353 of this Act.”.

Oversea companies
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109. The following section shall be substituted for section 416 Channel

of the Companies Act 1948—

“ 416.
to 1981 requiring documents to be forwarded or delivered
to or filed with the registrar of companies which apply to
companies within the meaning of this Act shall apply by
virtue of this section (if they would not otherwise) to
Island companies, in accordance with the following pro-
visions of this section.

Islands and
Isle of l\_dans
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PART V (2) The provisions of the Companies Acts 1948 to 1981
which apply by virtue of this section to any Island company
shall apply—

(a) if the company has established a place of business
in England, as if it were registered .in England ;

(b) if the company has established a place of business
in Scotland, as if it were registered in Scotland ;
and

(c) if the company has established a place of business
in England and in Scotland, as if the company
were registered in both England and Scotland ;

with such modifications as may be necessary and, in par-
ticular, shall similarly apply to documents relating to things
done outside Great Britain as if they had been done within
Great Britain.

(3) The provisions of the Companies Acts 1948 to 1981
referred to in subsection (1) of this section shall not include
sections 5(7), 143 (so far as it applies to any resolution alter-
ing the memorandum or articles of a company) and 200(4)
of this Act, section 9(5) of the European Communities Act
1972 or section 1(7) of the 1976 Act.

(4) In this section “Island company ” means an oversea
company incorporated in the Channel Islands or the Isle
of Man. ”.

Amendment of Parts IV and V' of the 1980 Act

Exclusion 110.—(1) Section 48 of the 1980 Act (substantial property
from section  transactions involving directors, etc.) shall have effect subject

48 of the 1980 to the following modifications.
Act of

arrangements (2) In subsection (1) at the beginning there shall be inserted

g?gﬁ;’;‘gﬁ;ﬂ the words “ Subject to subsections (6), (7) and (8) below ™.

f,‘;"é‘;ﬁ,“;ﬁi{;’; (3) The following subsections shall be inserted after subsection

in liquidation. (6)—
“(7) Subsection (1) above shall not apply in relation to
any arrangement for the acquisition of a non-cash asset—

(@) if the non-cash asset in question is to be acquired
by a holding company from any of its wholly
owned subsidiaries or from a holding company by
any of its wholly owned subsidiaries or by one
wholly owned subsidiary of a holding company
from another wholly owned subsidiary of that
same holding company ; or
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(b) if the arrangement is entered into by a company
which is being wound up unless the winding up is
a members’ voluntary winding up.

(8) Subsection (1)(@) above shall not apply in relation
to any arrangement whereby a person is to acquire an asset
from a company of which he is a member if the arrange-
ment is made with that person in his character as such
member.”.

121

PART V

111.—(1) In section 50 of the 1980 Act (certain transactions Additional
exempted from section 49 of that Act) the following subsection exception

shall be inserted after subsection (2)—

from section
49 of the 1980

“(2A) Without prejudice to any other provision of this Act.

section, section 49(1)(a) above shall not prohibit any com-
pany from making a loan to a director of the company or of
its holding company if the aggregate of the relevant amounts
does not exceed £2,500.”

(2) In section 51 of that Act (definition of * relevant amounts *’)
in subsection (1) for the words “ by subsection (3)(a) ”* there shall
be substituted the words “ by subsection (2A) or (3)(a@) ”; and
at the end of that subsection there shall be inserted the words—

“ Where the relevant exception is the exception provided
by subsection (2A), references in this section to a person
connected with a director shall be disregarded.”.

112.

(1) Section 71 of the 1980 Act (exclusion of things done International

in connection with international bonds from prohibition on bonds.

insider dealing) shall have effect subject to the following modi-
fications.

(2) In subsection (1)—

(a) after the word “ debenture ”, in the first place where it
occurs, there shall be inserted the words “ or any right
to subscribe for, call for or make delivery of any
debenture ” ;

(b) in paragraph (a)(ii) for the words “ before the date on
which it is decided ” there shall be substituted the words
“ before the decision is taken > ; and

(c) in paragraph (b) after the word  debenture ”, in both
places where it occurs, there shall be inserted the words
“or right ™.

(3) The following subsection shall be inserted after subsection
(1—

“(1A) Where an individual holds unpublished price sensi-

tive information in relation to any securities but by virtue

of subsection (1) above he is not prohibited by section 68
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PARTV above from doing anything in relation to those securities, he
shall not be prohibited by virtue of his holding that infor-
mation by section 70(2) above (prohibition on counselling
persons to deal on stock exchanges outside Great Britain,
etc.) from doing any other thing in relation to those securi-
ties.”.

(4) In subsection (2)—

(@ in paragraph (b) of the definition of * international
bond issue ” for the words “ are so offered > there shall
be substituted the words  are or are to be so offered ™ ;
and

(b) the following words shall be inserted after the definition
of “issue manager ”, that is to say, “ and

‘ off-market dealer > has the meaning given by section
70(3) above.”.

(5) The following subsections shall be inserted after subsection
2)— :

“(3) The Secretary of State may by regulations made by
statutory instrument make provision—

(a) permitting persons of any specified class to be
treated as issue managers for the purposes of sub-
section (1) or (1A) (or both) of this section ;

(b) permitting persons of any specified class to be
treated as off-market dealers for those purposes;

(c) permitting an issue of international securities of any
specified class to be treated as an international
bond issue for those purposes ;

(d) extending the exemptions conferred by subsection
(1) or (1A) above (or both) for things done in rela-
tion to other advertised securities or other adver-
tised securities of any specified class ;

(e) amending or disapplying paragraph (i) or (i) (or
both) of subsection (1)(a) above in relation to any
international bond issue or any international bond
issue of a specified class.

4) In subsection (3) above international securities ”
means any securities (whether listed or advertised or other)
which are in any way connected with a country outside
Great Britain, for example, securities issued by a body
which is incorporated or resident outside Great Britain or
which are denominated in a currency other than sterling
or which are dealt in by bodies incorporated or resident
outside Great Britain or by individuals so resident.
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(5) Regulations under subsection (3) above— PART V

(@ may make different provision for different cases or
classes of case and may contain such incidental
and supplementary provisions as the Secretary of
State thinks fit ;

(b) shall not be made unless a draft of the instrument
containing them has been laid before Parliament
and approved by resolution of each House of
Parliament.”.

Supplemental

113. Subject to section 35(1) of this Act, any reference inOld public
this Act to a public company or to a company other than a companies.
private company shall unless the context otherwise requires
be construed as including a reference to an old public company
(within the meaning of section 8 of the 1980 Act) and any
reference to a private company shall be construed accordingly.

114. Part VII of the 1948 Act (which relates to companies Application
formed or registered under the former Acts there mentioned)of Act
and section 394 of that Act (which relates to companies not 'O certain
formed under that Act but registered under it) shall apply for the ;o¢ formed
purpose of the application of the provisions of this Act to such under the 1948
companies as aforesaid as they apply for the purpose of the Act.
application thereto of the provisions of that Act.

115.—(1) The following provisions of the 1948 Act, that is to Application

say— of provisions
(a) section 428 (enforcement of duty of company to make oAfcgorIgg?iﬁ'g“
returns to the registrar) ; to enforcement,
(b) section 444 (application of fines) ; and etc.

(c) section 449 (power to enforce orders) ;

shall apply in relation to this Act as they apply in relation to
that Act.

(2) Subsections (2) to (5) of section 49 of the 1967 Act
(summary proceedings) shall apply in relation to this Act as they
apply in relation to that Act.

116.—(1) Her Majesty may by Order in Council make such Amendment
amendments of the Companies Acts and of any other enactment of Companies
relating to companies, whenever passed, as may be jointly 2 M.
recommended by the Law Commission and the Scottish Law wih their
Commission as desirable to enable a satisfactory consolidation consolidation.
of the whole or the greater part of the Companies Acts to be

produced.
E
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PART V (2) An Order in Council under this section—

(a) shall not be made unless a draft of the Order has been
laid before and approved by a resolution of each
House of Parliament ;

(b) shall not come into force unless there is passed either a
single Act consolidating the whole or the greater part
of the Companies Acts (with or without other enact-
ments relating to companies) or a group of two or more
Acts which between them consolidate the whole or the
greater part of those Acts (with or without other
enactments so relating) ; and

(o) if such an Act or group of Acts is passed, shall by virtue
of this paragraph come into force on the day on which
that Act or group of Acts comes into force.

(3) No Order in Council shall be made under this section after
any Order in Council so made has come into force.

(4) In this section “the Companies Acts ” means the Com-
panies Acts 1948 to 1981 and any enactment passed after this
Act for the citation of which together with those Acts provision
is made by any enactment so passed.

Corresponding  117. An Order in Council under paragraph 1(1)(b) of Schedule
provisions for 1 to the Northern Ireland Act 1974 (legislation for Northern
Nol“hem Ireland in the interim period) which contains a statement that it
Ireland. is made only for purposes corresponding to the purposes of this
1974 c. 28. Act—

(a) shall not be subject to paragraph 1(4) and (5) of that
Schedule (affirmative resolution of both Houses of
Parliament) ; but

(b) shall be subject to annulment by a resolution
of either House of Parliament.

Interpretation.  118.—(1) In this Act—

“the appointed day ” has the meaning given by section
119(3) of this Act;

1948 c. 38. “ the 1948 Act ” means the Companies Act 1948 ;
1967 c. 81. “ the 1967 Act ” means the Companies Act 1967 ;
1976 c. 69. “ the 1976 Act ” means the Companies Act 1976 ;
1980 c. 22. “ the 1980 Act > means the Companies Act 1980 ; and
“ the C?;rtlﬁanies Acts ” means the Companies Acts 1948
to .

(2) In this Act, “private company ” and “ public company ”
have the same meanings as they have in the 1980 Act.
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(3) Expressions used in this Act and the 1948 Act have the  ParTV
same meanings in this Act as they have in that Act.

119.—(1) This Act may be cited as the Companies Act 1981. Citation and
commence-

(2) The Companies Act 1948, Parts I and III of the Com- ment, etc.
panies Act 1967, the Companies (Floating Charges and 1948 c. 38,
Receivers) (Scotland) Act 1972, section 9 of the European Com- 1967 ¢. 81.
munities Act 1972, sections 1 to 4 of the Stock Exchange (Com- 1972 ¢. 67.
pletion of Bargains) Act 1976, section 9 of the Insolvency Act 1972 c. 68.
1976, the Companies Act 1976, the Companies Act 1980 and 1976 c. 47.
this Act, except sections 28 and 29, may be cited together as the 1976 ¢. 60.
Companies Acts 1948 to 1981. 1976 c. 69.

(3) This Act, except sections 33, 36 to 41 and 107, shall come 1980 c. 22.
into operation on such day or days as may be appointed by the
Secretary of State by order made by statutory instrument, and
different days may be appointed for different purposes; and
references to the appointed day shall be construed accordingly.

(4) The enactments specified in Schedule 3 to this Act shall
have effect subject to the amendments there specified, being
minor amendments and amendments consequential on the
provisions of this Act. :

(5) The enactments specified in Schedule 4 to this Act are
hereby repealed to the extent specified in the third column of
that Schedule but the repeal of any enactment specified in a
note to that Schedule shall have effect subject to that note.

(6) Nothing in this Act, except section 104(4) and paragraph
35 of Schedule 3 and except so much of it as applies in relation
to companies incorporated outside Great Britain, shall apply to
or in relation to companies registered or incorporated in
Northern Ireland ; and nothing in this Act shall affect the law in
force in Northern Ireland at the passing of this Act, without
prejudice to section 117 above.

E2
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SCHEDULES

SCHEDULE 1

(SCHEDULE TO BE INSERTED IN THE 1948 ACT AS
SCHEDULE 8)

ACCOUNTS
PArRT 1

BASIC REQUIRBEMENTS WITH RESPECT TO THE FORM AND CONTENT OF
A COMPANY’S ACCOUNTS

SECTION A

GENERAL RULES WITH RESPECT TO THE FORM AND CONTENT OF
ACCOUNTS
1.—(1) Subject to the following provisions of this Schedule—

(a) every balance sheet of a company shall show the items listed
in either of the balance sheet formats set out below in
section B of this Part ; and

(b) every profit and loss account of a company shall show the
items listed in any one of the profit and loss account formats
so set out ;

in cither case in the order and under the headings and sub-headings
given in the format adopted.

(2) Sub-paragraph (1) above shall not be read as requiring the
heading or sub-heading for any item to be distinguished by any
letter or number assigned to that item in the format adopted.

2.—(1) Where in accordance with paragraph 1 above a company’s
balance sheet or profit and loss account for any financial year has
been prepared by reference to one of the formats set out in section B
below, the directors of the company shall adopt the same format in
preparing the accounts for subsequent financial years of the company
unless in their opinion there are special reasons for a change.

(2) Particulars of any change in the format adopted in preparing
a company’s balance sheet or profit and loss account in accordance
with paragraph 1 above shall be disclosed, and the reasons for the
change shall be explained, in a note to the accounts in which the new
format is first adopted.

3.—(1) Any item required in accordance with paragraph 1 above
to be shown in a company’s balance sheet or profit and loss account
may be shown in greater detail than required by the format adopted.

(2) A company’s balance sheet or profit and loss account may
include an item representing or covering the amount of any asset or
liability, income or expenditure not otherwise covered by any of the
items listed in the format adopted, but the following shall not be
treated as assets in any company’s balance sheet—

(a) preliminary expenses ;

(b) expenses of and commission on any issue of shares or deben-
tures ; and

(¢) costs of research.
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(3) In preparing a company’s balance sheet or profit and loss
account the directors of the company shall adapt the arrangement
and headings and sub-headings otherwise required by paragraph 1
above in respect of items to which an Arabic number is assigned in
the format adopted, in any case where the special nature of the
company’s business requires such adaptation.

(4) Items to which Arabic numbers are assigned in any of the
formats set out in section B below may be combined in a company’s
accounts for any financial year if either—

(a) their individual amounts are not material to assessing the
state of affairs or profit or loss of the company for that
year ; or

(b) the combination facilitates that assessment ;

but in a case within paragraph (b) above the individual amounts of
any items so combined shall be disclosed in a note to the accounts.

(5) Subject to paragraph 4(3) below, a heading or sub-heading
corresponding to an item listed in the format adopted in preparing
a company’s balance sheet or profit and loss account shall not be
included if there is no amount to be shown for that item in respect
of the financial year to which the balance sheet or profit and loss
account relates.

(6) Every profit and loss account of a company shall show the
amount of the company’s profit or loss on ordinary activities before
taxation.

(7) Every profit and loss account of a company shall show
separately as additional items—

(@) any amount set aside or proposed to be set aside to, or
withdrawn or proposed to be withdrawn from, reserves ;
and

(b) the aggregate amount of any dividends paid and proposed.

'4.—(1) In respect of every item shown in a company’s balance
sheet or profit and loss account the corresponding amount for the
financial year immediately preceding that to which the balance
sheet or profit and loss account relates shall also be shown.

(2) Where that corresponding amount is not comparable with the
amount to be shown for the item in question in respect of the financial
year to which the balance sheet or profit and loss account relates,
the former amount shall be adjusted and particulars of the adjustment
and the reasons for it shall be disclosed in a note to the accounts.

(3) Paragraph 3(5) above shall not apply in any case where an
amount can be shown for the item in question in respect of the
financial year immediately preceding that to which the balance sheet
or profit and loss account relates, and that amount shall be shown
under the heading or sub-heading required by paragraph 1 above for
that item.

E 3
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5. Amounts in respect of items representing assets or income may
not be set off against amounts in respect of items representing
liabilities or expenditure (as the case may be), or vice versa.

SEcTION B
THE REQUIRED FORMATS FOR ACCOUNTS
Preliminary

6. References in this Part of this Schedule to the items listed in
any of the formats set out below are references to those items read
together with any of the notes following the formats which apply to
any of those items, and the requirement imposed by paragraph 1
above to show the items listed in any such format in the order adopted
in the format is subject to any provision in those notes for alternative
positions for any particular items.

7. A number in brackets following any item in any of the formats
set out below is a reference to the note of that number in the notes
following the formats.

8. In the notes following the formats—

(a) the heading of each note gives the required heading or sub-
heading for the item to which it applies and a reference to
any letters and numbers assigned to that item in the formats
set out below (taking a reference in the case of Format 2 of
the balance sheet formats to the item listed under “ Assets ”
or under “ Liabilities ” as the case may require) ; and

(b) references to a numbered format are references to the balance
sheet format or (as the case may require) to the profit and
loss account format of that number set out below.
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Balance Sheet Formats
Format 1

A. Called up share capital not paid (1)

B. Fixed assets
I Intangible assets

11

1. Development costs

2. Concessions, patents, licences, trade marks and similar
rights and assets (2)

3. Goodwill (3)

4. Payments on account

Tangible assets

1. Land and buildings

2. Plant and machinery

3. Fixtures, fittings, tools and equipment
4. Payments on account and assets in course of construc-

tion

Investments
Shares in group companies
Loans to group companies
. Shares in related companies
Loans to related companies
. Other investments other than loans
Other loans
. Own shares (4)

SR WN S

C. Current assets
I Stocks

I

v

1. Raw materials and consumables
2. Work in progress

3. Finished goods and goods for resale
4. Payments on account

Debtors (5)

1. Trade debtors

2. Amounts owed by group companies

3. Amounts owed by related companies
4. Other debtors

5. Called up share capital not paid (/)

6. Prepayments and accrued income (6)
Investments

1. Shares in group companies

2. Own shares (4)

3. Other investments

Cash at bank and in hand

D. Prepayments and accrued income (6)

E. Creditors: amounts falling due within one year

1. Debenture loans (7)
2. Bank loans and overdrafts
3. Payments received on account (8)

E4
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Trade creditors

. Bills of exchange payable

. Amounts owed to group companies

. Amounts owed to related companies

. Other creditors including taxation and social security (9
. Accruals and deferred income (10)

Net current assets (liabilities) (/1)
Total assets less current liabilities
Creditors : amounts falling due after more than one year

PONA LA W

. Debenture loans (7)
. Bank loans and overdrafts

Payments received on account (&)
Trade creditors

Bills of exchange payable

Amounts owed to group companies
Amounts owed to related companies

. Other creditors including taxation and social security (9)
. Accruals and deferred income (10).

Provisions for liabilities and charges

1.
2.
3.

Pensions and similar obligations
Taxation, including deferred taxation
Other provisions

J. Accruals and deferred income (10)

K. Capital and reserves

Called up share capital (12)
Share premium account

III Revaluation reserve

IV Other reserves

I
11

1.
2.
3.
4.

Capital redemption reserve

Reserve for own shares

Reserves provided for by the articles of association
Other reserves

V Profit and loss account.
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Balance Sheet Formats Scu 1
Format 2 PArT I
ASSETS
A. Called up share capital not paid (/)
B. Fixed assets

I Intangible assets
1. Development costs
2. Concessions, patents, licences trade marks and similar
rights and assets (2)
3. Goodwill (3)
4. Payments on account

II Tangible assets
1. Land and buildings
2. Plant and machinery
3. Fixtures, fittings, tools and equipment
4. Payments on account and assets in course of construc-
tion
IIT Investments
1. Shares in group companies
2. Loans to group companies
3. Shares in related companies
4. Loans to related companies
5. Other investments other than loans
6. Other loans
7. Own shares (4)

C. Current assets

I Stocks
1. Raw materials and consumables
2. Work in progress
3. Finished goods and goods for resale
4. Payments on account

II Debtors (5)

. Trade debtors

. Amounts owed by group companies
. Amounts owed by related companies
. Other debtors

Called up share capital not paid (1)
. Prepayments and accrued income (6)

(B P LY S R

III Investments

1. Shares in group companies
2. Own shares (4)
3. Other investments

IV Cash at bank and in hand

D. Prepayments and accrued income (6)
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Sca. 1 LIABILITIES

Part I A. Capital and reserves
I Called up share capital (/2)
II Share premium account
III Revaluation reserve

IV Other reserves
1. Capital redemption reserve
2. Reserve for own shares
3. Reserves provided for by the articles of association
4. Other reserves
V Profit and loss account

B. Provisions for liabilities and charges
1. Pensions and similar obligations
2. Taxation including deferred taxation
3. Other provisions

C. Creditors (I13)

. Debenture loans (7)

. Bank loans and overdrafts
Payments received on account (8)

. Trade creditors

. Bills of exchange payable

Amounts owed to group companies
Amounts owed to related companies

VN A W=

. Accruals and deferred income (10)

D. Accruals and deferred income (10)

. Other creditors including taxation and social security (9)
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Notes on the balance sheet formats

(1) Called up share capital not paid

(Formats 1 and 2, items A and C.ILS.)
This item may be shown in either of the two positions
given in Formats 1 and 2.

(2) Concessions, patents, licences, trade marks and similar rights
and assets
(Formats 1 and 2, item B.1.2.)
Amounts in respect of assets shall only be included in
a company’s balance sheet under this item if either—

(a) the assets were acquired for valuable considera-
tion and are not required to be shown under
goodwill ; or

(b) the assets in question were created by the com-
pany itself.

(3) Gooawill

(Formats 1 and 2, item B.1.3.)
Amounts representing goodwill shall only be included
to the extent that the goodwill was acquired for valuable
consideration.

(4) Own shares
(Formats 1 and 2, items B.IIL.7 and C.II1.2)

The nominal value of the shares held shall be shown
separately.

(5) Debtors
(Formats 1 and 2, items C.II.1 to 6.)

The amount falling due after more than one year shall
be shown separately for each item included under debtors.

(6) Prepayments and accrued income
(Formats 1 and 2, items C.II.6 and D.)

_This item may be shown in either of the two positions
given in Formats 1 and 2.

(7) Debenture loans
(Format 1, items E.1 and H.1 and Format 2, item C.1.)

The amount of any convertible loans shall be shown
separately.

(8) Payments received on account

(Format 1, items E.3 and H.3 and Format 2, item C.3.)
Payments received on account of orders shall be shown
for each of these items in so far as they are not shown
as deductions from stocks.

Schu. 1
ParT I
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ScH. 1 (9) Other creditors including taxation and social security
PArT I (Format 1, items E.8 and H.8 and Format 2, item C.8.)
The amount for creditors in respect of taxation and
social security shall be shown separately from the amount
for other creditors.

(10) Accruals and deferred income

(Format 1, items E.9, H.9 and J and Format 2, items C.9 and
D.)
The two positions given for this item in Format 1 at
E.9 and H.9 are an alternative to the position at J, but if
the item is not shown in a position corresponding to that
at J it may be shown in either or both of the other two
positions (as the case may require).
The two positions given for this item in Format 2 are
alternatives.

(I11) Net current assets (liabilities)
(Format 1, item F.)
In determining the amount to be shown for this item

any amounts shown under “ prepayments and accrued
income » shall be taken into account wherever shown.

(12) Called up share capital
(Format 1, item K.I and Format 2, item A.l.)
The amount of allotted share capital and the amount
of called up share capital which has been paid up shall
be shown separately.

(13) Creditors
(Format 2, items C.1 to 9.)

Amounts falling due within one year and after one
year shall be shown separately for each of these items
and their aggregate shall be shown separately for all of
these items.
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Profit and loss account formats

Format 1
(see note (I7) below)

. Turnover

. Cost of sales (/4)

. Gross profit or loss

. Distribution costs (/4)

. Administrative expenses (/4)

Other operating income

. Income from shares in group companies

. Income from shares in related companies

. Income from other fixed asset investments (15)

. Other interest receivable and similar income (/5)
. Amounts written off investments .

. Interest payable and similar charges (16)

. Tax on profit or loss on ordinary activities

. Profit or loss on ordinary activities after taxation
. Extraordinary income

. Extraordinary charges

. Extraordinary profit or loss

. Tax on extraordinary profit or loss

. Other taxes not shown under the above items

. Profit or loss for the financial year

ScH. 1
PArT |
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Sch. 1 Prefit and loss account formats
PartI Format 2
1. Turnover
2. Change in stocks of finished goods and in work progress
3. Own work capitalised
4. Other operating income
5. (@) Raw materials and consumables
(b) Other external charges

6. Staff costs:
(a) wages and salaries
(b) social security costs
(c) other pension costs

7. (a) Depreciation and other amounts written off tangible and
intangible fixed assets
(b) Exceptional amounts written off current assets

. Other operating charges
9. Income from shares in group companies
10. Income from shares in related companies
11. Income from other fixed asset investments (15)
12. Other interest receivable and similar income (Z5)
13. Amounts written off investments
14. Interest payable and similar charges (16)
15. Tax on profit or loss on ordinary activities
16. Profit or loss on ordinary activities after taxation
17. Extraordinary income
18. Extraordinary charges
19. Extraordinary profit or loss
20. Tax on extraordinary profit or loss
21. Other taxes not shown under the above items
22. Profit or loss for the financial year

=]
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Profit and loss account formats
Format 3
(see note (I7) below)

A. Charges

b

—

— O WV N E W

Cost of sales (I4)

. Distribution costs (I4)
. Administrative expenses (/4)

Amounts written off investments

. Interest payable and similar charges (16)

. Tax on profit or loss on ordinary activities

. Profit or loss on ordinary activities after taxation
. Extraordinary charges

. Tax on extraordinary profit or loss

. Other taxes not shown under the above items

. Profit or loss for the financial year

B. Income

- IR I~ N TR NP S

. Turnover

. Other operating income

. Income from shares in group companies

. Income from shares in related companies

. Income from other fixed asset investments (/5)

. Other interest receivable and similar income (/5)
. Profit or loss on ordinary activities after taxation

Extraordinary income
Profit or loss for the financial year

Scu. 1
PART 1
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Sch. 1 Profit and loss account formats
Pagr 1 Format 4
A. Charges
1. Reduction in stocks of finished goods and in work in progress

2. (@) Raw materials and consumables

3.

4.

© 0 IO

(b) Other external charges
Staff costs:

(a) wages and salaries

(b) social security costs

(c) other pension costs

(@) Depreciation and other amounts written off tangible and
intangible fixed assets

(b) Exceptional amounts written off current assets
. Other operating charges

Amounts written off investments

. Interest payable and similar charges (/6)

. Tax on profit or loss on ordinary activities

. Profit or loss on ordinary activities after taxation
10.
11.
12.
13.

Extraordinary charges

Tax on extraordinary profit or loss

Other taxes not shown under the above items
Profit or loss for the financial year

B. Income

[Ty
[a—y

. Turnover
. Increase in stocks of finished goods and in work in progress

Own work capitalised

. Other operating income

Income from shares in group companies

. Income from shares in related companies

. Income from other fixed asset investments (/5)

. Other interest receivable and similar income (/5)
. Profit or loss on ordinary activities after taxation
. Extraordinary income

. Profit or loss for the financial year
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Notes on the profit and loss account formats

(14) Cost of sales : distribution costs : administrative expenses
(Format 1, items 2, 4 and 5 and Format 3, items A.1, 2 and 3.)

These items shall be stated after taking into account
any necessary provisions for depreciation or diminution
in value of assets.

(I5) Income from other fixed asset investments: other interest
receivable and similar income

(Format 1, items 9 and 10: Format 2, items 11 and 12: Format
3, items B.5 and 6: Format 4, items B.7 and 8.)

Income and interest derived from group companies
shall be shown separately from income and interest de-
rived from other sources.

(16) Interest payable and similar charges

(Format 1, item 12: Format 2, item 14: Format 3, item A.5:
Format 4, item A.7.)

The amount payable to group companies shall be
shown separately.

(17) Formats 1 and 3

The amount of any provisions for depreciation and
diminution in value of tangible and intangible fixed assets
falling to be shown under items 7(a) and A.4(a) respec-
tively in Formats 2 and 4 shall be disclosed in a note
to the accounts in any case where the profit and loss
account is prepared by reference to Format 1 or Format
3.

139
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Part II
ACCOUNTING PRINCIPLES AND RULES
SECTION A
ACCOUNTING PRINCIPLES
Preliminary
9. Subject to paragraph 15 below, the amounts to be included in
respect of all items shown in a company’s accounts shall be deter-

mined in accordance with the principles set out in paragraphs 10
to 14 below.

Accounting principles
10. The company shall be presumed to be carrying on business as a
going concern.
11. Accounting policies shall be applied consistently from one
financial year to the next.

12. The amount of any item shall be determined on a prudent
basis, and in particular—
(a) only profits realised at the balance sheet date shall be
included in the profit and loss account ; and
(b) all liabilities and losses which have arisen or are likely to arise
in respect of the financial year to which the accounts relate
or a previous financial year shall be taken into account,
including those which only become apparent between the
balance sheet date and the date on which it is signed on
behalf of the board of directors in pursuance of section 155
of this Act.

13. All income and charges relating to the financial year to which
the accounts relate shall be taken into account, without regard to
the date of receipt or payment.

14. In determining the aggregate amount of any item the amount
of each individual asset or liability that falls to be taken into account
shall be determined separately.

Departure from the accounting principles
15. If it appears to the directors of a company that there are
special reasons for departing from any of the principles stated above
in preparing the company’s accounts in respect of any financial
year they may do so, but particulars of the departure, the reasons
for it and its effect shall be given in a note to the accounts.

SectioN B
HistoricAL CosT ACCOUNTING RULES
Preliminary
16. Subject to section C of this Part of this Schedule, the amounts
to be included in respect of all items shown in a company’s accounts

shall be determined in accordance with the rules set out in para-
graphs 17 to 28 below.
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Fixed assets
General rules

17. Subject to any provision for depreciation or diminution in value
made in accordance with paragraph 18 or 19 below, the amount to be
included in respect of any fixed asset shall be its purchase price or
production cost.

18. In the case of any fixed asset which has a limited useful econo-
mic life, the amount of— '

(a) its purchase price or production cost ; or

(b) where it is estimated that any such asset will have a residual
value at the end of the period of its useful economic life,
its purchase price or production cost less that estimated
residual value ;

shall be reduced by provisions for depreciation calculated to write off
that amount systematically over the period of the asset’s useful econo-
mic life.

19.—(1) Where a fixed asset investment of a description falling
to be included under item B.III of either of the balance sheet
formats set out in Part I of this Schedule has diminished in value
provisions for diminution in value may be made in respect of it
and the amount to be included in respect of it may be reduced
accordingly ; and any such provisions which are not shown in the
profit and loss account shall be disclosed (either separately or in
aggregate) in a note to the accounts.

(2) Provisions for diminution in value shall be made in respect of
any fixed asset which has diminished in value if the reduction
in its value is expected to be permanent (whether its useful economic
life is limited or not), and the amount to be included in respect of it
shall be reduced accordingly ; and any such provisions which are not
shown in the profit and loss account shall be disclosed (either
separately or in aggregate) in a note to the accounts.

(3) Where the reasons for which any provision was made in
accordance with sub-paragraph (1) or (2) above have ceased to
apply to any extent, that provision shall be written back to the extent
that it is no longer necessary ; and any amounts written back in
accordance with this sub-paragraph which are not shown in the
profit and loss account shall be disclosed (either separately or in
aggregate) in a note to the accounts.

Rules for determining particular fixed asset items

20.—(1) Notwithstanding that an item in respect of “ development
costs ”* is included under “ fixed assets ” in the balance sheet formats
set out in Part I of this Schedule, an amount may only be included
in a company’s balance sheet in respect of development costs in
special circumstances.
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(2) If any amount is included in a company’s balance sheet in res-
pect of development costs the following information shall be given in
a note to the accounts—

(a) the period over which the amount of those costs originally
capitalised is being or is to be written off ; and

(b) the reasons for capitalising the development costs in question.

21.—(1) The application of paragraphs 17 to 19 above in relation
to goodwill (in any case where goodwill is treated as an asset)
is subject to the following provisions of this paragraph.

(2) Subject to sub-paragraph (3) below, the amount of the con-
sideration for any goodwill acquired by a company shall be reduced
by provisions for depreciation calculated to write off that amount
systematically over a period chosen by the directors of the company.

(3) The period chosen shall not exceed the useful economic life
of the goodwill in question.

(4) In any case where any goodwill acquired by a company is
shown or included as an asset in the company’s balance sheet the
period chosen for writing off the consideration for that goodwill
and the reasons for choosing that period shall be disclosed in a note
to the accounts.

Current assets
22. Subject to paragraph 23 below, the amount to be included in
respect of any current asset shall be its purchase price or production
cost.

23.—(1) If the net realisable value of any current asset is lower
than its purchase price or production cost the amount to be included
in respect of that asset shall be the net realisable value.

(2) Where the reasons for which any provision for diminution in
value was made in accordance with sub-paragraph (1) above have
ceased to apply to any extent, that provision shall be written back
to the extent that it is no longer necessary.

Miscellaneous and supplementary provisions
Excess of money owed over value received as an asset item

24.—(1) Where the amount repayable on any debt owed by a
company is greater than the value of the consideration received in
the transaction giving rise to the debt, the amount of the difference
may be treated as an asset.

(2) Where any such amount is so treated—

(a) it shall be written off by reasonable amounts each year and
must be completely written off before repayment of the
debt ; and

(b) if the current amount is not shown as a separate item in the
company’s balance sheet it must be disclosed in a note to
the accounts.



Companies Act 1981 c. 62

Assets included at a fixed amount

25.—(1) Subject to sub-paragraph (2) below, assets which fall to be
included—

(a) amongst the fixed assets of a company under the item
“ tangible assets ™ ; or
(b) amongst the current assets of a company under the item
“ raw materials and consumables ” ;
may be included at a fixed quantity and value.

(2) Sub-paragraph (1) above applies to assets of a kind which are
constantly being replaced, where—

(a) their overall value is not material to assessing the company’s
state of affairs ; and

(b) their quantity, value and composition are not subject to
material variation.

Determination of purchase price or production cost

26.—(1) The purchase price of an asset shall be determined by
adding to the actual price paid any expenses incidental to its
acquisition.

(2) The production cost of an asset shall be determined by adding
to the purchase price of the raw materials and consumables used
the amount of the costs incurred by the company which are directly
attributable to the production of that asset.

(3) In addition, there may be included in the production cost of
an asset—

(a) a reasonable proportion of the costs incurred by the company
which are only indirectly attributable to the production of
that asset, but only to the extent that they relate to the
period of production ; and

(b) interest on capital borrowed to finance the production of that
asset, to the extent that it accrues in respect of the period
of production ;

provided, however, in a case within paragraph (b) above, that the
inclusion of the interest in determining the cost of that asset and the
amount of the interest so included is disclosed in a note to the
accounts.

(4) In the case of current assets distribution costs may not be
included in production costs.

27.—(1) Subject to the qualification mentioned below, the purchase
price or production cost of—
(a) any assets which fall to be included under any item shown
in a company’s balance sheet under the general item
“stocks ” ; and
(b) any assets which are fungible assets (including investments) ;

may be determined by the application of any of the methods
mentioned in sub-paragraph (2) below in relation to any such assets
of the same class.

The method chosen must be one which appears to the directors to
be appropriate in the circumstances of the company.
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(2) Those methods are—
(a) the method known as “ first in, first out ” (FIFO) ;
(b) the method known as “last in, first out” (LIFO);
(c) a weighted average price ; and

(d) any other method similar to any of the methods mentioned
above.

(3) Where in the case of any company—

(a) the purchase price or production cost of assets falling to
be included under any item shown in the company’s balance
sheet has been determined by the application of any method
permitted by this paragraph ; and

(b) the amount shown in respect of that item differs materially
from the relevant alternative amount given below in this
paragraph ;

the amount of that difference shall be disclosed in a note to the
accounts.

(4) Subject to sub-paragraph (5) below, for the purposes of sub-
paragraph (3)(b) above the relevant alternative amount, in relation
to any item shown in a company’s balance sheet, is the amount
which would have been shown in respect of that item if assets
of any class included under that item at an amount determined by
any method permitted by this paragraph had instead been included
at their replacement cost as at the balance sheet date.

(5) The relevant alternative amount may be determined by ref-
erence to the most recent actual purchase price or production cost
before the balance sheet date of assets of any class included under
the item in question instead of by reference to their replacement cost
as at that date, but only if the former appears to the directors of
the company to constitute the more appropriate standard of com-
parison in the case of assets of that class.

(6) For the purposes'of this paragraph, assets of any description
shall be regarded as fungible if assets of that description are
substantially indistinguishable one from another.

Substitution of original stated amount where price or cost unknown

28. Where there is no record of the purchase price or pro-
duction cost of any asset of a company or of any price, expenses
or costs relevant for determining its purchase price or production
cost in accordance with paragraph 26 above, or any such record
cannot be obtained without unreasonable expense or delay, its pur-
chase price or production cost shall be taken for the purposes of
paragraphs 17 to 23 above to be the value ascribed to it in the
earliest available record of its value made on or after its acquisition
or production by the company.
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SecrioN C
ALTERNATIVE ACCOUNTING RULES
Preliminary
29.—(1) The rules set out in section B above are referred to below
in this Schedule as the historical cost accounting rules.

(2) Those rules, with the omission of paragraphs 16, 21 and 25 to
28, are referred to below in this Part of this Schedule as the deprecia-
tion rules; and references below in this Schedule to the historical
cost accounting rules do not include the depreciation rules as they
apply by virtue of paragraph 32 below.

30. Subject to paragraphs 32 to 34 below, the amounts to be in-
cluded in respect of assets of any description mentioned in para-
graph 31 below may be determined on any basis so mentioned.

Alternative accounting rules

31.—(1) Intangible fixed assets, other than goodwill, may be in-
cluded at their current cost.

(2) Tangible fixed assets may be included at a market value deter-
mined as at the date of their last valuation or at their current cost.

(3) Investments of any description falling to be included under
item B.III of either of the balance sheet formats set out in Part I
of this Schedule may be included either—

(a) at a market value determined as at the date of their last
valuation; or
(b) at a value determined on any basis which appears to the
directors to be appropriate in the circumstances of the
company ;
but in the latter case particulars of the method of valuation adopted
and of the reasons for adopting it shall be disclosed in a note to the
accounts.

(4) Investments of any description falling to be included under
item C.III of either of the balance sheet formats set out in Part
I of this Schedule may be included at their current cost.

(5) Stocks may be included at their current cost.

Application of the depreciation rules

32.—(1) Where the value of any asset of a company is determined
on any basis mentioned in paragraph 31 above, that value shall be
or (as the case may require) be the starting point for determining
the amount to be included in respect of that asset in the company’s
accounts, instead of its purchase price or production cost or any
value previously so determined for that asset ; and the depreciation
rules shall apply accordingly in relation to any such asset with the
substitution for any reference to its purchase price or production
cost of a reference to the value most recently determined for that
asset on any basis mentioned in paragraph 31.

(2) The amount of any provision for depreciation required in
the case of any fixed asset by paragraph 18 or 19 above as it
applies by virtue of sub-paragraph (1) above is referred to below in
this paragraph as the adjusted amount, and the amount of any
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provision which would be required by that paragraph in the case
of that asset according to the historical cost accounting rules as
the historical cost amount.

(3) Where sub-paragraph (1) above applies in the case of any fixed
asset the amount of any provision for depreciation in respect of that
asset—

(@) included in any item shown in the profit and loss account
in respect of amounts written off assets of the description
in question ; or

(b) taken into account in stating any item so shown which is
required by note (I4) of the notes on the profit and loss
account formats set out in Part I of this Schedule to be
stated after taking into account any necessary provisions
for depreciation or diminution in value of assets included
under it ;

may be the historical cost amount instead of the adjusted amount,
provided that the amount of any difference between the two is
shown separately in the profit and loss account or in a note to the
accounts.

Additional information to be provided in case of departure from
historical cost accounting rules

33.—(1) This paragraph applies where the amounts to be included
in respect of assets covered by any items shown in a company’s
gclzcounts have been determined on any basis mentioned in paragraph

above.

(2) The items affected and the basis of valuation adopted in deter-
mining the amounts of the assets in question in the case of each
such item shall be disclosed in a note to the accounts.

) %13) In the case of each balance sheet item affected (except stocks)
elther—

(a) the comparable amounts determined according to the his-
torical cost accounting rules ; or

(b) the differences between those amounts and the corresponding
amounts actually shown in the balance sheet in respect of
that item ;

shall be shown separately in the balance sheet or in a note to the
accounts.

(4) In sub-paragraph (3) above, references in relation to any item
to the comparable amounts determined as there mentioned are
references to—

(@) the aggregate amount which would be required to be shown
in respect of that item if the amounts to be included in
respect of all the assets covered by that item were deter-
mined according to the historical cost accounting rules ; and

(b) the aggregate amount of the cumulative provisions for
depreciation or diminution in value which would be per-
mitted or required in determining those amounts according
to those rules.
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Revaluation reserve

34.—(1) With respect to any determination of the value of an
asset of a company on any basis mentioned in paragraph 31 above,
the amount of any profit or loss arising from that determination
(after allowing, where appropriate, for any provisions for depreciation
or diminution in value made otherwise than by reference to the
value so determined and any adjustments of any such provisions
made in the light of that determination) shall be credited or (as the
case may be) debited to a separate reserve (““the revaluation
reserve ).

(2) Sub-paragraph (1) above applies in relation to any determina-
tion of the value of an asset of a company which takes place before
the appointed day as it applies to any such determination taking
place on or after that day.

(3) The amount of the revaluation reserve shall be shown in the
company’s balance sheet under a separate sub-heading in the position
given for the item * revaluation reserve ” in Format 1 or 2 of the
balance sheet formats set out in Part I of this Schedule, but need not
be shown under that name.

{4) The revaluation reserve shall be reduced to the extent that the
amounts standing to the credit of the reserve are in the opinion of
the directors of the company no longer necessary for the purpose
of the accounting policies adopted by the company ; but an amount
may only be transferred from the reserve to the profit and loss
account if either—

(a) the amount in question was previously charged to that
account ; or
(b) it represents realised profit.

(5) The treatment for taxation purposes of amounts credited
or debited to the revaluation reserve shall be disclosed in a note
to the accounts.

ParT 111

NOTES TO THE ACCOUNTS
Preliminary
35. Any information required in the case of any company by the
following provisions of this Part of this Schedule shall (if not given

in the company’s accounts) be given by way of a note to those
accounts.

Disclosure of accounting policies

36. The accounting policies adopted by the company in deter-
mining the amounts to be included in respect of items shown in the
balance sheet and in determining the profit or loss of the company
shall be stated (including such policies with respect to the depreciation
and diminution in value of assets).
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Information supplementing the balance sheet

37. Paragraphs 38 to 51 below require information which either
supplements the information given with respect to any particular
items shown in the balance sheet or is otherwise relevant to assessing
the company’s state of affairs in the light of the information so given.

Share capital and debentures
38.—(1) The following information shall be given with respect to
the company’s share capital—
(a) the authorised share capital ; and
(b) where shares of more than one class have been allotted, the

number and aggregate nominal value of shares of each class
allotted.

(2) In the case of any part of the allotted share capital that consists
of redeemable shares, the following information shall be given—

(a) the earliest and latest dates on which the company has power
to redeem those shares ;

(b) whether those shares must be redeemed in any event or are
liable to be redeemed at the option of the company ; and

(c) whether any (and, if so, what) premium is payable on
redemption.

39. If the company has allotted any shares during the financial
year, the following information shall be given—
(a) the reason for making the allotment ;
(b) the classes of shares allotted ; and
(c) as respects each class of shares, the number allotted, their

aggregate nominal value, and the consideration received by
the company for the allotment.

40.—(1) With respect to any contingent right to the allotment of
shares in the company the following particulars shall be given—
(a) the number, description and amount of the shares in relation
to which the right is exercisable ;
(b) the period during which it is exercisable ; and
(¢) the price to be paid for the shares allotted.

(2) In sub-paragraph (1) above “contingent right to the allot-
ment of shares” means any option to subscribe for shares and any
other right to require the allotment of shares to any person whether
arising on the conversion into shares of securities of any other
description or otherwise.

41.—(1) If the company has issued any debentures during the
financial year to which the accounts relate, the following information
shall be given—

(a) the reason for making the issue ;
(b) the classes of debentures issued ; and

(¢) as respects each class of debentures, the amount issued and
the consideration received by the company for the issue.
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(2) Particulars of any redeemed debentures which the company
has power to reissue shall also be given.

(3) Where any of the company’s debentures are held by a nominee
of or trustee for the company, the nominal amount of the debentures
and the amount at which they are stated in the accounting records
kept by the company in accordance with section 12 of the Com-
panies Act 1976 shall be stated.

Fixed assets
42.—(1) In respect of each item which is or would but for para-
graph 3(4)(b) above be shown under the general item “ fixed assets ”
in the company’s balance sheet the following information shall be
given—
(a) the appropriate amounts in respect of that item as at the
date of the beginning of the financial year and as at the
balance sheet date respectively ;

(b) the effect on any amount shown in the balance sheet in
respect of that item of—

(i) any revision of the amount in respect of any assets
included under that item made during that year on any
basis mentioned in paragraph 31 above ;

(ii) acquisitions during that year of any assets ;

(iii) disposals during that year of any assets ; and

(iv) any transfers of assets of the company to and from
that item during that year.

(2) The reference in sub-paragraph (1)(a@) above to the appropriate
amounts in respect of any item as at any date there mentioned
is a reference to amounts representing the aggregate amounts deter-
mined, as at that date, in respect of assets falling to be included
under that item either—

(a) on the basis of purchase price or production cost (deter-
mined in accordance with paragraphs 26 and 27 above) ;
or

(b) on any basis mentioned in paragraph 31 above ;

(leaving out of account in either case any provisions for depreciation
or diminution in value).

(3) In respect of each item within sub-paragraph (1) above—

(a) the cumulative amount of provisions for depreciation or
diminution in value of assets included under that item as at
each date mentioned in sub-paragraph (1)(a);

(b) the amount of any such provisions made in respect of the
financial year ;

(c) the amount of any adjustments made in respect of any such
provisions during that year in consequence of the disposal
of any assets ; and

(d) the amount of any other adjustments made in respect of any
such provisions during that year ;

shall also be stated.
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43. Where any fixed assets of the company (other than listed
investments) are included under any item shown in the company’s
balance sheet at an amount determined on any basis mentioned in
paragraph 31 above, the following information shall be given—

(a) the years (so far as they are known to the directors) in
which the assets were severally valued and the several
values ; and

(b) in the case of assets that have been valued during the
financial year, the names of the persons who valued them
or particulars of their qualifications for doing so and
(whichever is stated) the bases of valuation used by them.

44. In relation to any amount which is or would but for para-
graph 3(4)(b) above be shown in respect of the item ‘“land and
buildings ” in the company’s balance sheet there shall be stated—

(a) how much of that amount is ascribable to land of freehold
tenure and how much to land of leasehold tenure ; and

(b) how much of the amount ascribable to land of leasehold
tenure is ascribable to land held on long lease and how
much to land held on short lease.

Investments

45.—(1) In respect of the amount of each item which is or would
but for paragraph 3(4)(b) above be shown in the company’s balance
sheet under the general item “ investments ” (whether as fixed assets
or as current assets) there shall be stated—

(a) how much of that amount is ascribable to listed invest-
ments ; and

(b) how much of any amount so ascribable is ascribable to
investments as respects which there has been granted a
listing on a recognised stock exchange and how much to
other listed investments.

(2) Where the amount of any listed investments is stated for any
item in accordance with sub-paragraph (1)(a) above, the following
amounts shall also be stated—

(a) the aggregate market value of those investments where it
differs from the amount so stated ; and

(b) both the market value and the stock exchange value of any
investments of which the former value is, for the purposes
of the accounts, taken as being higher than the latter.

Reserves and provisions
46.—(1) Where any amount is transferred—
(a) to or from any reserves ; or
(b) to any provisions for liabilities and charges ; or
(c) from any provision for liabilities and charges otherwise than
for the purpose for which the provision was established ;

and the reserves or provisions are or would but for paragraph
3(4)(b) above be shown as separate items in the company’s balance



Companies Act 1981 c. 62

sheet, the information mentioned in sub-paragraph (2) below shall
be given in respect of the aggregate of reserves or provisions included
in the same item.

(2) That information is—

(a) the amount of the reserves or provisions as at the date of
the beginning of the financial year and as at the balance
sheet date respectively ;

(b) any amounts transferred to or from the reserves or provisions
during that year ; and

(c) the source and application respectively of any amounts so
transferred.

(3) Particulars shall be given of each provision included in the
item * other provisions ” in the company’s balance sheet in any case
where the amount of that provision is material.

Provision for taxation

47. The amount of any provisions for taxation other than deferred
taxation shall be stated.

Details of indebtedness

48.—(1) In respect of each item shown under “creditors ” in the
company’s balance sheet there shall be stated—

(@) the aggregate amount of any debts included under that item
which are payable or repayable otherwise than by instal-
ments and fall due for payment or repayment after the end
of the period of five years beginning with the day next fol-
lowing the end of the financial year ; and

(b) the aggregate amount of any debts so included which are
payable or repayable by instalments any of which fall due
for payment after the end of that period ;

and in the case of debts within paragraph (b) above the aggregate
amount of instalments falling due after the end of that period shall
also be disclosed for each such item.

(2) Subject to sub-paragraph (3) below, in relation to each debt
falling to be taken into account under sub-paragraph (1) above, the
terms of payment or repayment and the rate of any interest payable
on the debt shall be stated.

(3) If the number of debts is such that, in the opinion of the
directors, compliance with sub-paragraph (2) above would result
in a statement of excessive length, it shall be sufficient to give a
general indication of the terms of payment or repayment and the
rates of any interest payable on the debts.

(4) In respect of each item shown under “creditors” in the
company’s balance sheet there shall be stated
(a) the aggregate amount of any debts included under that item
in respect of which any security has been given ; and
(b) an indication of the nature of the securities so given.

(5) References above in this paragraph to an item shown under
“creditors ” in the company’s balance sheet include references.
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where amounts falling due to creditors within one year and after
more than one year are distinguished in the balance sheet—

(a) in a case within sub-paragraph (1) above, to an item shown
under the latter of those categories ; and
(b) in a case within sub-paragraph (4) above, to an item shown
under either of those categories ;
and references to items shown under “creditors ” include references
to items which would but for paragraph 3(4)(b) above be shown
under that heading.

49. If any fixed cumulative dividends on the company’s shares are
in arrear, there shall be stated—
(a) the amount of the arrears ; and

(b) the period for which the dividends or, if there is more than
one class, each class of them are in arrear.

Guarantees and other financial commitments

50.—(1) Particulars shall be given of any charge on the assets of
the company to secure the liabilities of any other person, including,
where practicable, the amount secured.

(2) The following information shall be given with respect to any
other contingent liability not provided for—

(a) the amount or estimated amount of that liability ;
(b) its legal nature ; and

(¢) whether any valuable security has been provided by the
company in connection with that liability and if so, what.

(3) There shall be stated, where practicable—

(a) the aggregate amount or estimated amount of contracts
for capital expenditure, so far as not provided for ; and

(b) the aggregate amount or estimated amount of capital expen-
diture authorised by the directors which has not been con-
tracted for.

(4) Particulars shall be given of—
(@) any pension commitments included under any provision
shown in the company’s balance sheet ; and
(b) any such commitments for which no provision has been
made ;

and where any such commitment relates wholly or partly to pensions
payable to past directors of the company separate particulars shall
be given of that commitment so far as it relates to such pensions.

(5) Particulars shall also be given of any other financial commit-
ments which—

(a) have not been provided for ; and
(b) are relevant to assessing the company’s state of affairs.
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(6) Commitments within any of the preceding sub-paragraphs
undertaken on behalf of or for the benefit of—
(a) any holding company or fellow subsidiary of the company ;
or
(b) any subsidiary of the company ;
shall be stated separately from the other commitments within that

sub-paragraph (and commitments within paragraph (a) above shall
also be stated separately from those within paragraph (b) above).

Miscellaneous matters

51.—(1) Particulars shall be given of any case where the purchase
price or production cost of any asset is for the first time determined
under paragraph 28 above.

(2) Where any outstanding loans made under the authority of
section 42(6)(b) or (c) or 43 of the Companies Act 1981 are included
under any item shown in the company’s balance sheet, the aggregate
amount of those loans shall be disclosed for each item in question.

(3) The aggregate amount which is recommended for distribution
by way of dividend shall be stated.

Information supplementing the profit and less account

52. Paragraphs 53 to 57 below require information which either
supplements the information given with respect to any particular
items shown in the profit and loss account or otherwise provides
particulars of income or expenditure of the company or of circum-
stances affecting the items shown in the profit and loss account.

Separate statement of certain items of income and expenditure

53.—(1) Subject to the following provisions of this paragraph, each
of the amounts mentioned below shall be stated.

(2) The amount of the interest on or any similar charges in respect
of—

(a) bank loans and overdrafts, and loans made to the company
(other than bank loans and overdrafts) which—

(i) are repayable otherwise than by instalments and
fall due for repayment before the end of the period of five
years beginning with the day next following the end of
the financial year ; or

(ii) are repayable by instalments the last of which falls
due for payment before the end of that period ; and

(b) loans of any other kind made to the company.

This sub-paragraph does not apply to interest or charges on loans
to the company from group companies, but, with that exception, it
applies to interest or charges on all loans, whether made on the
security of debentures or not.

(3) The amounts respectively set aside for redemption of share
capital and for redemption of loans.
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(4) The amount of income from listed investments.

(5) The amount of rents from land (after deduction of ground
rents, rates and other outgoings).

This amount need only be stated if a substantial part of the
company’s revenue for the financial year consists of rents from land.

(6) The amount charged to revenue in respect of sums payable in
respect of the hire of plant and machinery.

(7) The amount of the remuneration of the auditors (taking
“ remuneration ”, for the purposes of this sub-paragraph, as includ-
ing any sums paid by the company in respect of the auditors’
expenses).

Particulars of tax

54.—(1) The basis on which the charge for United Kingdom cor-
poration tax and United Kingdom income tax is computed shall be
stated.

(2) Particulars shall be given of any special circumstances which
affect liability in respect of taxation of profits, income or capital
gains for the financial year or liability in respect of taxation of
profits, income or capital gains for succeeding financial years.

(3) The following amounts shall be stated—

(a) the amount of the charge for United Kingdom corporation
tax ;

(b) if that amount would have been greater but for relief from
double taxation, the amount which it wouid have been but
for such relief ;

(¢) the amount of the charge for United Kingdom income tax ;
and

(d) the amount of the charge for taxation imposed outside the
United Kingdom of profits, income and (so far as charged
to revenue) capital gains.

These amounts shall be stated separately in respect of each of
the amounts which is or would but for paragraph 3(4)(b) above be
shown under the following items in the profit and loss account, that
is to say “tax on profit or loss on ordinary activities” and “ tax on
extraordinary profit or loss ™.

Particulars of turnover

55—(1) If in the course of the financial year the company has
carried on business of two or more classes that, in the opinion of the
directors, differ substantially from each other, there shall be stated
in respect of each class (describing it)—

(a) the amount of the turnover attributable to that class; and

(b) the amount of the profit or loss of the company before taxa-
tion which is in the opinion of the directors attributable
to that class.
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(2) If in the course of the financial year the company has supplied
markets that, in the opinion of the directors, differ substantially
from each other, the amount of the turnover attributable to each
such market shall also be stated.

In this paragraph “market” means a market delimited by
geographical bounds.

(3) In analysing for the purposes of this paragraph the source (in
terms of business or in terms of market) of turnover or (as the case
may be) of profit or loss, the directors of the company shall have
regard to the manner in which the company’s activities are organised.

(4) For the purposes of this paragraph—

(a) classes of business which, in the opinion of the directors, do
not differ substantially from each other shall be treated as
one class ; and

(b) markets which, in the opinion of the directors, do not differ
substantially from each other shall be treated as one
market ;

and any amounts properly attributable to one class of business or (as
the case may be) to one market which are not material may be
included in the amount stated in respect of another.

(5) Where in the opinion of the directors the disclosure of any
information required by this paragraph would be seriously prejudicial
to the interests of the company, that information need not be dis-
closed, but the fact that any such information has not been disclosed
must be stated.

Particulars of staff

56.—(1) The following information shall be given with respect to
the employees of the company—

(a) the average number of persons employed by the company
in the financial year ; and

(b) the average number of persons so employed within each
category of persons employed by the company.

(2) The average number required by sub-paragraph (1)@) or (b)
above shall be determined by dividing the relevant annual number
by the number of weeks in the financial year.

(3) The relevant annual number shall be determined by ascertain-
ing for each week in the financial year—

(a) for the purposes of sub-paragraph (1)(a) above, the number
of persons employed under contracts of service by the
company in that week (whether throughout the week or
not) ;

(b) for the purposes of sub-paragraph (1)(b) above, the number
of persons in the category in question of persons so
employed ;

and, in either case, adding together all the weekly numbers.
F
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ScH. 1 (4) In respect of all persons employed by the company during the

parTIII  financial year who are taken into account in determining the relevant
annual number for the purposes of sub-paragraph (1)(a) above there
shall also be stated the aggregate amounts respectively of—

(a) wages and salaries paid or payable in respect of that year
to those persons ;

(b) social security costs incurred by the company on their behalf ;
and

(c) other pension costs so incurred ;

save in so far as those amounts or any of them are stated in the
profit and loss account.

(5) The categories of persons employed by the company by refer-
ence to which the number required to be disclosed by sub-paragraph
(1)(b) above is to be determined shall be such as the directors may
select, having regard to the manner in which the company’s activities
are organised.

Miscellaneous matters

57.—(1) Where any amount relating to any preceding financial
year is included in any item in the profit and loss account, the effect
shall be stated.

(2) Particulars shall be given of any extraordinary income or
charges arising in the financial year.

(3) The effect shall be stated of any transactions that are excep-
tional by virtue of size or incidence though they fall within the ordi-
nary activities of the company.

General

58.—(1) Where sums originally denominated in foreign currencies
have been brought into account under any items shown in the bal-
ance sheet or profit and loss account, the basis on which those sums
have been translated into sterling shall be stated.

(2) Subject to sub-paragraph (3) below, in respect of every item
stated in a note to the accounts the corresponding amount for the
financial year immediately preceding that to which the accounts
relate shall also be stated and where the corresponding amount is
not comparable, it shall be adjusted and particulars of the adjust-
ment and the reasons for it shall be given.

(3) Sub-paragraph (2) above does not apply in relation to any
amounts stated by virtue of any of the following provisions, that is
to say—

(a) sections 3 and 4 of the Companies Act 1967 (statement in
notes to a company’s accounts of proportion of share, capital
of subsidiaries or certain other bodies corporate held by
that company, etc.) ;

(b) sections 54 and 56 of the Companies Act 1980 (particulars
of certain loans etc. to directors and others to be disclosed
in notes to a company’s accounts) ; and

(c) paragraphs 42 and 46 above.
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PArT IV

SPECIAL PROVISIONS WHERE THE COMPANY IS A HOLDING OR
SuBSIDIARY COMPANY

Company’s own accounts

59. Where a company is a holding company or a subsidiary of
another body corporate and any item required by Part I of this
Schedule to be shown in the company’s balance sheet in relation to
group companies includes—

(a) amounts attributable to dealings with or interests in any
holding company or fellow subsidiary of the company ;

or

(b) amounts attributable to dealings with or interests in any
subsidiary of the company ;

the aggregate amounts within paragraphs (a) and (b) above respec-
tively shall be shown as separate items, either by way of subdivision
of the relevant item in the balance sheet or in a note to the com-
pany’s accounts.

60.—(1) Subject to sub-paragraph (2) below, where the company
is a holding company, the number, description and amount of the
shares in and debentures of the company held by its subsidiaries or
their nominees shall be disclosed in a note to the company’s accounts.

(2) Sub-paragraph (1) above does not apply in relation to any
shares or debentures—
(@) in the case of which the subsidiary is concerned as personal
representative ; or

(b) in the case of which it is concerned as trustee ;

provided that in the latter case neither the company nor any sub-
sidiary of the company is beneficially interested under the trust,
otherwise than by way of security only for the purposes of a trans-
action entered into by it in the ordinary course of a business which
includes the lending of money.

Consolidated accounts of holding company
and subsidiaries

61. Subject to paragraphs 63 and 66 below, the consolidated
balance sheet and profit and loss account shall combine the inform-
ation contained in the separate balance sheets and profit and loss
accounts of the holding company and of the subsidiaries dealt with
by the consolidated accounts, but with such adjustments (if any) as
the directors of the holding company think necessary.

62. Subject to paragraphs 63 to 66 below and to Part V of
this Schedule, the consolidated accounts shall, in giving the informa-
tion required by paragraph 61 above, comply so far as practicable
with the requirements of this Schedule and with the other require-
ments of the Companies Acts 1948 to 1981 as if they were ‘the
accounts of an actual company.
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63. The following provisions shall not, by virtue of paragraphs
61 and 62 above, apply for the purpose of the consolidated accounts,
that is to say—

(a) section 196 of this Act ;

(b) sections 4 and 6 to 8 of the Companies Act 1967 ;

(c) sections 54 and 56 of the Companies Act 1980 (so far as they
relate to accounts other than group accounts); and

(d) section 4 of the Companies Act 1981.

64. Paragraph 62 above is without prejudice to any requirement
of the Companies Acts 1948 to 1981 which applies (otherwise than
by virtue of paragraph 61 or 62 above) to group accounts.

65.—(1) Notwithstanding paragraph 62 above, the consolidated
accounts prepared by a holding company may deal with an invest-
ment of any member of the group in the shares of any other body cor-
porate by way of the equity method of accounting in any case where
it appears to the directors of the holding company that that body
corporate is so closely associated with any member of the group as to
justify the use of that method in dealing with investments by that
or any other member of the group in the shares of that body cor-
porate.

(2) In this paragraph, references to the group, in relation to con-
solidated accounts prepared by a holding company, are references
to the holding company and the subsidiaries dealt with by the
accounts.

66. Notwithstanding paragraphs 61 and 62 above, paragraphs 17
to 19 and 21 above shall not apply to any amount shown in the
consolidated balance sheet in respect of goodwill arising on con-
solidation.

67. In relation to any subsidiaries of the holding company not
dealt with by the consolidated accounts paragraphs 59 and 60 above
shall apply for the purpose of those accounts as if those accounts
were the accounts of an actual company of which they were
subsidiaries.

Group accounts not prepared as consolidated accounts

68. Group accounts which are not prepared as consolidated
accounts, together with any notes to those accounts, shall give the
same or equivalent information as that required to be given by con-
solidated accounts by virtue of paragraphs 61 to 67 above.

Provisions of general application
69.—(1) This paragraph applies where the company is a holding

company and either—

(a) does not prepare group accounts ; or

(b) prepares group accounts which do not deal with one or

more of its subsidiaries ;

and references below in this paragraph to the company’s subsi-
diaries shall be read in a case within paragraph (b) above as
references to such of the company’s subsidiaries as are excluded
from the group accounts.
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(2) Subject to the following provisions of this paragraph—

(a) the reasons why the subsidiaries are not dealt with in group
accounts ; and

(b) a statement showing any qualifications contained in the
reports of the auditors of the subsidiaries on their accounts
for their respective financial years ending with or during
the financial year of the company, and any note or saving
contained in those accounts to call attention to a matter
which, apart from the note or saving, would properly
have been referred to in such a qualification, in so far as
the matter which is the subject of the qualification or note
is not covered by the company’s own accounts and is
material from the point of view of its members ;

shall be given in a note to the company’s accounts.

(3) Subject to the following provisions of this paragraph, the
aggregate amount of the total investment of the holding company
in the shares of the subsidiaries shall be stated in a note to the
company’s accounts by way of the equity method of valuation.

(4) Sub-paragraph (3) above shall not apply where the company
is a wholly owned subsidiary of another body corporate incorporated
in Great Britain if there is included in a note to the company’s
accounts a statement that in the opinion of the directors of the
company the aggregate value of the assets of the company con-
sisting of shares in, or amounts owing (whether on account of a
loan or otherwise) from, the company’s subsidiaries is not less than
the aggregate of the amounts at which those assets are stated or
included in the company’s balance sheet.

(5) In so far as information required by any of the preceding
provisions of this paragraph to be stated in a note to the company’s
accounts is not obtainable, a statement to that effect shall be given
instead in a note to those accounts.

(6) The Secretary of State may, on the application or with the
consent of the company’s directors, direct that in relation to any
subsidiary sub-paragraphs (2) and (3) above shall not apply or shall
apply only to such extent as may be provided by the direction.

(7) Where in any case within sub-paragraph (1)(b) above the
group accounts are consolidated accounts, references above in this
paragraph to the company’s accounts and the company’s balance
sheet respectively shall be read as references to the consolidated
accounts and the consolidated balance sheet.

70. Where a company has subsidiaries whose financial years did
not end with that of the company the following information shall
be given in relation to each such subsidiary (whether or not dealt
with in any group accounts prepared by the company) by way of
a note to the company’s accounts or (where group accounts are
prepared) to the group accounts, that is to say—

(a) the reasons why the company’s directors consider that the
subsidiaries’ financial years should not end with that of
the company ; and
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Sch. 1 (b) the dates on which the subsidiaries’ financial years ending
PART IV last before that of the company respectively ended or the
earliest and latest of those dates.

PART V

SPECIAL PROVISIONS WHERE THE COMPANY IS AN
INVESTMENT COMPANY

71.—(1) Paragraph 34 above shall not apply to the amount of any
profit or loss arising from a determination of the value of any
investments of an investment company on any basis mentioned in
paragraph 31(3) above.

(2) Any provisions made by virtue of paragraph 19(1) or (2) above
in the case of an investment company in respect of any fixed asset
investments need not be charged to the company’s profit and loss
account provided they are either—

(a) charged against any reserve account to which any amount
excluded by sub-paragraph (1) above from the requirements
of paragraph 34 above has been credited ; or

(b) shown as a separate item in the company’s balance sheet
under the sub-heading “ other reserves .

(3) For the purposes of this paragraph, as it applies in relation
to any company, “fixed asset investment” means any asset falling
to be included under any item shown in the company’s balance sheet
under the subdivision “investments ” under the general item “ fixed
assets ”.

72.—(1) Any distribution made by an investment company which
reduces the amount of its net assets to less than the aggregate of its
called-up share capital and undistributable reserves shall be disclosed
in a note to the company’s accounts.

(2) In sub-paragraph (1) above “ net assets >’ has the same meaning
1980 ¢. 22. as in the Companies Act 1980 and “ undistributable reserves ” has the
same meaning as in section 40 of that Act.

73. A company shall be treated as an investment company for the
purposes of this Part of this Schedule in relation to any financial
year of the company if—

(a) during the whole of that year it was an investment company
as defined by section 41(3) of the Companies Act 1980
(which deals with distributions by investment companies) ;
and

(b) it was not at any time during that year prohibited under
subsection (5) of that section (no distribution where capital
profits have been distributed, etc.) from making a distribu-
tion by virtue of subsection (1) of that section.

74, Where a company entitled to the benefit of any provision
contained in this Part of this Schedule is a holding company, the
reference in paragraph 62 above to consolidated accounts complying
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with the requirements of the Companies Acts 1948 to 1981 shall, in
relation to consolidated accounts of that company, be construed as
referring to those requirements in so far only—
(a) as they apply to the separate accounts of that company ; and
(b) as they apply otherwise than by virtue of paragraphs 61 and
62 above to any group accounts prepared by that com-
pany.

ParT VI
INTERPRETATION OF SCHEDULE

Assets : fixed or current

75. For the purposes of this Schedule, assets of a company shall be
taken to be fixed assets if they are intended for use on a continuing
basis in the company’s activities, and any assets not intended for
such use shall be taken to be current assets.

Balance sheet date

76. For the purposes of this Schedule, “ balance sheet date ”, in
relation to a balance sheet, means the date as at which the balance
sheet was prepared.

Called-up share capital

71. For the purposes of this Schedule, “ called-up share capital ”
has the meaning given by section 87(1) of the Companies Act 1980.

Capitalisation
78. References in this Schedule to capitalising any work or costs are
references to treating that work or those costs as a fixed asset.

Fellow subsidiary

79. For the purposes of this Schedule, a body corporate shall be
treated as a fellow subsidiary of another body corporate if both are
subsidiaries of the same body corporate but neither is the other’s.

Group companies

80. For the purposes of this Schedule, “group company”, in
relation to any company, means any body corporate which is that
company’s subsidiary or holding company, or a subsidiary of that
company’s holding company.

Historical cost accounting rules

81. References in this Schedule to the historical cost accounting
rules shall be read in accordance with paragraph 29 above.

Leases
82. In this Schedule—

“long lease ” means a lease in the case of which the portion of
the term for which it was granted remaining unexpired at
the end of the financial year is not less than fifty years ;
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* short lease ” means a lease which is not a long lease ; and
*“lease ” includes an agreement for a lease.

Listed investments

83. In this Schedule, “listed investment” means an investment
as respects which there has been granted a listing on a recognised
stock exchange, or on any stock exchange of repute (other than a
recognised stock exchange) outside Great Britain.

Loans

84. For the purposes of this Schedule, a loan shall be treated as
falling due for repayment, and an instalment of a loan shall be treated
as falling due for payment, on the earliest date on which the lender
could require repayment or (as the case may be) payment, if he
exercised all options and rights available to him.

Materiality

85. Amounts which in the particular context of any provision of
this Schedule are not material may be disregarded for the purposes
of that provision.

Notes to the accounts

86. Notes to a company’s accounts may be contained in the
accounts or in a separate document annexed to the accounts.

Provisions

87.—(1) References in this Schedule to provisions for depreciation
or diminution in value of assets are references to any amount written
off by way of providing for depreciation or diminution in value of
assets.

(2) Any reference in the profit and loss account formats set out in
Part I of this Schedule to the depreciation of, or amounts written off,
assets of any description is a reference to any provision for deprecia-
tion or diminution in value of assets of that description. '

88. References in this Schedule to provisions for liabilities or
charges are references to any amount retained as reasonably neces-
sary for the purpose of providing for any liability or loss which is
either likely to be incurred, or certain to be incurred but uncertain
as to amount or as to the date on which it will arise.

Purchase price

89. References in this Schedule (however expressed) to the pur-
chase price of any asset of a company or of any raw materials or
consumables used in the production of any such asset shall be read
as including references to any consideration (whether in cash or
otherwise) given by the company in respect of that asset or in respect
of those materials or consumables (as the case may require).
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Realised profits
90. Without prejudice to—
(@) the construction of any other expression (where appropriate)
by reference to accepted accounting principles or practice ;
or

(b) any specific provision for the treatment of profits of any des-
cription as realised ;

it is hereby declared for the avoidance of doubt that references in this
Schedule to realised profits, in relation to a company’s accounts, are
references to such profits of the company as fall to be treated as
realised profits for the purposes of those accounts in accordance
with principles generally accepted with respect to the determination
for accounting purposes of realised profits at the time when those
accounts are prepared.

Related companies

91.—(1) For the purposes of this Schedule, “ related company ”, in
relation to any company, means any body corporate (other than
one which is a group company in relation to that company) in which
that company holds on a long-term basis a qualifying capital interest
for the purpose of securing a contribution to that company’s own

activities by the exercise of any control or influence arising from
that interest.

_(2) In this paragraph “ qualifying capital interest ” means, in rela-
tion to any body corporate, an interest in shares comprised in the
equity share capital of that body corporate of a class carrying rights
to vote in all circumstances at general meetings of that body corpor-

ate, and “equity share capital” has the meaning given by section
154(5) of this Act.

(3) Where—

(@) a company holds a qualifying capital interest in a body
corporate ; and
(b) the nominal value of any relevant shares in that body cor-
porate held by that company is equal to twenty per cent.
or more of the nominal value of all relevant shares in that
body corporate ;
it shall be presumed to hold that interest on the basis and for the
Ellllrpose mentioned in sub-paragraph (1) above, unless the contrary is
own.
In this sub-paragraph *relevant shares” means, in relation to
any body corporate, any such shares in that body corporate as are
mentioned in sub-paragraph (2) above.

Scottish land tenure

92. In the application of this Schedule to Scotland, “land of free-
hold tenure ” means land in respect of which the company is the
proprietor of the dominium utile or, in the case of land not held on
feudal tenure, is the owner ; “ land of leasehold tenure ” means land
of which the company is the tenant under a lease ; and the reference
to ground-rents, rates and other outgoings includes a reference to
feu-duty and ground annual.
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Staff costs
93. In this Schedule—

“ social security costs ” means any contributions by the company
to any state social security or pension scheme, fund or
arrangement ; and

“ pension costs ” includes any other contributions by the com-
pany for the purposes of any pension scheme established
for the purpose of providing pensions for persons employed
by the company, any sums set aside for that purpose and
any amounts paid by the company in respect of pensions
without first being so set aside ;

and any amount stated in respect of either of the above items or
in respect of the item “ wages and salaries ” in the company’s profit
and loss account shall be determined by reference to payments made
or costs incurred in respect of all persons employed by the company
during the financial year who are taken into account in determining
the relevant annual number for the purposes of paragraph 56 (1)(a)
above.

Turnover
94. For the purposes of this Schedule “ turnover ”, in relation to

any company, means the amounts derived from the provision of
goods and services falling within the company’s ordinary activities,
after deduction of—

(a) trade discounts ;

(b) value added tax ; and

(c) any other taxes based on the amounts so derived.

Wholly owned subsidiaries

95. In this Schedule, “wholly owned subsidiary ” has the same
meaning as it has for the purposes of section 150 of this Act.

SCHEDULE 2

PREPARATION OF ACCOUNTS UNDER SCHEDULE 8A TO THE 1948 Acrt
Accounts which may be prepared under section 149A4 or 1524 of and
Schedule 8A to 1948 Act

1. Accounts prepared under section 1 of the 1976 Act—

(a) in respect of any financial year beginning before the ap-
pointed day for the purposes of Part I of this Act by any
company ;

(b) in respect of any other financial year by any banking
company, insurance company or shipping company ;

may comply with the requirements of section 149A of and Schedule
8A to the 1948 Act (instead of section 149 and Schedule 8).

2. Group accounts prepared under section 1 of the 1976 Act
(taken with section 150 of the 1948 Act)—
(@ in respect of any financial year beginning before the
appointed day for the purposes of Part I of this Act by
any holding company ;
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(b) in respect of any other financial year, by any holding com-
pany which is, or has as a subsidiary, a banking company,
insurance company or shipping company ;

may comply with the requirements of section 152A of and Schedule
8A to the 1948 Act (instead of section 152 and Schedule 8).

3. Subject to the following provisions of this Schedule, any
reference in any enactment or other document to section 149 or 152 of
or Schedule 8 to the 1948 Act shall in relation to any Schedule 8A
accounts be construed, where the context requires, as a reference to
section 149A or 152A of (as the case may be) or Schedule 8A to the
1948 Act, respectively.

Modification of 1948 Act

4.—(1) In sections 149A(2) and 152A(3) of the 1948 Act for the
words “the Eighth Schedule ” and in section 149A(3) of that Act
for the words “ Eighth Schedule ” in each place where they occur
there shall be substituted the words ““ Schedule 8A ™.

(2) The amendment made to section 157(1) of the 1948 Act by
section 13 of this Act shall not apply in relation to any directors’
report attached in compliance with section 157 to any Schedule 8A
accounts ; and for the purposes of the application of that section to
any such report, * reserves ” has the meaning given by paragraph 27
of Schedule 8A to the 1948 Act.

(3) The proviso to section 163 of the 1948 Act shall continue to
apply in relation to any directors’ report attached in compliance
'with section 157 of that Act to anyv Schedule 8A accounts.

(4) In Schedule 8A—

(@) in paragraph 2(ag), the word  preference” shall cease
to have effect ;

(b) in paragraph 8(1)(c) for the words from “ provisos () and
(¢) ” to the end there shall be substituted the words “ section
42(6)(b) or (c¢) or 43 of the Companies Act 1981 ;7 ;

(¢) in paragraph 11(2A)—
(i) after the word “are” in the first place where it

occurs, there shall be inserted the words “ purchased or
are” ; and

(ii) the following paragraph shall be inserted im-
mediately before paragraph (a)—

*“ (aa) the number and nominal value of the shares so
purchased, the aggregate amount of the con-
sideration paid by the company for such shares
and the reasons for their purchase ; ” ;

(d) in paragraph 12(1)(d), for the word “ provided >, there shail
be substituted the words “ set aside ” ;

(¢) in paragraph 18, for the words ‘this Act and the Com-
panies Act 1967 ” there shall be substituted the words “ the
Companies Acts 1948 to 1981 ”;
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ScH. 2 (f) in paragraph 19, after the words * the Companies Act 1967
there shall be inserted the words “and sections 54 and 56
of the Companies Act 1980 (so far as they relate to accounts
other than group accounts) ” ;

(03] tlllg following paragraph shall be inserted after paragraph

“ 19A. Paragraph 18 above is without prejudice to any
requirement of the Companies Acts 1948 to 1981 which
applies (otherwise than by virtue of paragraph 17 or 18
above) to group accounts. ” ;

(h) in paragraph 26 for the words from “ this Act” to the end
there shall be substituted the words “the Companies Acts
1948 to 1981 shall, in relation to consolidated accounts of
that company, be construed as referring to those require-
ments in so far only—

(a) as they apply to the separate accounts of that com-
pany ; and

(b) as they apply (otherwise than by virtue of para-
graphs 17 and 18 above) to the group accounts prepared
by that company. ” ; and

(i) paragraph 25(3) shall cease to have effect.

(5) In relation to accounts prepared in respect of a financial year
beginning on or after the appointed day for the purposes of Part I of
this Act—

(a) for the references in paragraph 23(1) and (2) of Schedule
8A to a banking or discount company there shall be substi-
tuted references to a banking company within the meaning
of this Schedule which satisfies the Secretary of State that
it ought to be treated for the purposes of Schedule 8A as
a banking company ; and

(b) para%raphs 23(3) and 24(2) and (3) of that Schedule shall not
apply.

Modification of 1967 Act

5—1) In section 4 of the 1967 Act the following subsection
shall be inserted after subsection (LA) (which is inserted by section
3 of this Act)—

“(1B) Subsection (1A) of this section shall not apply in
relation to any Schedule 8A accounts.”

(2) In section 11(1) of the 1967 Act for the words from “to be
shown ” to the end there shall be substituted the words “ to be given
in a note to the company’s accounts is given in a note to any
Schedule 8A accounts prepared by the company in respect of any
financial year, the corresponding amount for the immediately pre-
ceding financial year shall be included in that note.”.

(3) In section 14(3)(a) of the 1967 Act for the words ‘ Schedule
8 ” there shall be substituted the words “ Schedule 8A .
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(4) The amendments made to section 16 of the 1967 Act by section
13 of this Act and the repeal of subsections (1)(b) and (2) of that
section by section 16(2)(b) of this Act shall not apply in relation to
any directors’ report attached, in compliance with section 157 of
the 1948 Act, to any Schedule 8A accounts; and in subsection (2)
of that section and in section 17 for the words * Schedule 8 ” there
shall be substituted the words * Schedule 8A .

(5) Sections 16A and 23A of the 1967 Act (which were inserted by
sections 14 and 15 of this Act) shall not apply in relation to any
directors’ report attached in compliance with section 157 of the 1948
Act to any Schedule 8A accounts.

(6) Section 22 of the 1967 Act shall continue to apply in relation
to any directors’ report attached in compliance with section 157 of
the 1948 Act to any Schedule 8A accounts.

(7) The amendment made to section 56(2) of the 1967 Act by para-
graph 33 of Schedule 3 to this Act shall not apply in relation to any
Schedule 8A accounts; and the following subsection shall be in-
serted in section 56 after subsection (2)—

“(2A) References in this Part of this Act to Schedule 8A
accounts are references to accounts prepared in pursuance
of paragraph 1 or 2 of Schedule 2 to the Companies Act
1981 which state that they are prepared in compliance with
section 149A or 152A of and Schedule 8A to the principal
Act.”.

Modification of 1980 Act
6.—(1) In sections 5(10)(4)(i7) and 43 (8) (c) of the 1980 Act for the
words “ Schedule 8 ” there shall be substituted the words “ Schedule
8A .
(2) Sections 39(8) and 41(11) of the 1980 Act shall continue to
have effect for the purposes of any Schedule 8A accounts.

(3) Section 42A of the 1980 Act (which was inserted by section
84 of this Act) shall not apply in relation to any Schedule 8A
accounts.

(4) The amendments made by paragraphs 45(1)(a), 46, 47(a)(i), (b)
and (d) and 62 of Schedule 3 to this Act to sections 39(4), 41(2), 43
and 87 of the 1980 Act respectively (and the consequential repeals in
section 43 made in Schedule 4 to this Act) shall not have effect in
relation to any Schedule 8A accounts; and, without prejudice to
paragraph 3 above, references in those provisions (as they have effect
by virtue of this paragraph) to Schedule 8 to the 1948 Act shall be
construed as references to Schedule 8A.

Modification of this Act

7.—(1) Section 4 of this Act shall not apply in relation to any
Schedule 8A accounts.

(2) Where the accounts of a company in respect of any financial
year are Schedule 8A accounts, the directors of that company shall
not be entitled by virtue of section 6 or 10 of this Act to deliver to
the registrar modified accounts or modified group accounts in respect
of that financial year.
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ScH. 2 Interpretation

8. In this Schedule—
‘“ banking company ” means a company which is recogunised as
1979 ¢c. 37. a bank for the purposes of the Banking Act 1979 or is a
licensed institution within the meaning of that Act;
“ insurance company ” means a company to which Part II of
1974 ¢. 49. the Insurance Companies Act 1974 applies ;

“ shipping company ” means a company which or a subsidiary
of which owns ships or includes among its activities the
management or operation of ships and which satisfies the
Secretary of State that it ought in the national interest to
be treated for the purposes of Schedule 8A to the 1948 Act
as a shipping company ;

and references to Schedule 8A accounts are references to accounts
prepared in pursuance of paragraph 1 or 2 above which state that
they are prepared in compliance with section 149A or 152A of and
Schedule 8A to the 1948 Act.

Section 119. SCHEDULE 3

MINOR AND CONSEQUENTIAL AMENDMENTS
Companies Act 1948 (c. 38)

1. The Companies Act 1948 shall have effect subject to the follow-
ing modifications.

2. In sections 1, 4, 5, 10 and 149A and regulations 73A and 80 of
Table A for the words “ the Companies Acts 1948 to 1980 ™, in each
place where they occur, there shall be substituted the words “the
Companies Acts 1948 to 1981 ™.

3. In section 106 (registration of charges on property in England
of companies incorporated outside England) for the word “ England ”,
in the third place where it occurs, there shall be substituted the
words “ Great Britain ™.

4. In both section124 and section 125 the following subsection shall
be substituted for subsection (3)—

“(3) If a company fails to comply with this section, the com-
pany and every officer of the company who is in default shall be
liable on summary conviction to a fine not exceeding the statu-
tory maximum or on conviction after continued contravention
to a default fine not exceeding one-tenth of the statutory maxi-
mum.”

This paragraph shall not have effect in relation to any offence com-
mitted before the appointed day.

5. In section 150(3) (group accounts not complying with require-
ments of Act), after the word * Act” there shall be inserted the
words “ and with the other requirements of the Companies Acts 1948
to 1981 as to the matters to be included in or in a note to those
accounts .
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6. In section 157(1) (directors’ report to be attached to balance
sheet) the words “(or under that section taken with section 150 of
this Act) ” shall cease to have effect.

7. In section 170(1) (liability to pay expenses of investigations)—

(a) in paragraph (c), after the words “shall be liable ” there
shall be inserted the words “ except where it was the appli-
cant for the investigation and ” ; and

(b) in paragraph (d) for the words “the applicants” there
shall be substituted the words “the applicant or appli-
cants .

8. In section 172(3) (investigation of ownership of company) after
the words “one hundred and sixty-four” there shall be inserted
the words ““ (1)(a) and (b) .

9. In section 187 (restrictions on undischarged bankrupts acting as
directors, etc.) after the words “ acts as director ” there shall be inser-
ted the words “ or liquidator ” and after the words “is concerned in
the ” there shall be inserted the words “ promotion, formation or .

10. In section 196 (particulars in accounts of directors’ salaries,
etc.)—

(a) in subsection (1), for the words from the beginning to “ there
shall ” there shall be substituted the words “ There shall in
a note to the accounts of a company prepared under sec-
tion 1 of the Companies Act 1976 ;

(b) in subsection (6), after the words * shown in”, in both
places where they occur, there shall be inserted the words
“a note to”, and the words “or in a statement annexed
thereto ” shall cease to have effect.

11.—(1) In section 201 (directors’ names and nationality to be
printed on trade catalogues, etc.) the following subsection shall be
substituted for subsection (1)—

“ (DA company to which this section applies shall not state,
in any form, the name of any of its directors (otherwise than
in the text or as a signatory) on any business letter on which
the company’s name appears unless it states on the letter in
legible characters the Christian name, or the initials thereof,
and surname of every director of the company who is an indi-
vidual and the corporate name of every corporate director.”.

(2) The following provisions of that section shall cease to have
effect, that is to say—

(a) the proviso to subsection (3) (consent of the Secretary of
State required to proceedings in England and Wales) ; and
(b) in subsection (4), paragraph (c) (meaning of * show cards )
and the reference to section 200(9)(d) of the 1948 Act (mean-
ing of “former Christian name ” and “ former surname ) ;

and in subsection (4) for the words “(c) and (d)” there shall be
substituted the words “ and (c) .
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12. In section 365(1) (winding up rules) for the words “ this Act”,
in both places where they occur, there shall be substituted the words
“ the Companies Acts 1948 to 1981 .

13. In section 382 (companies capable of being registered under
Part VIII of the 1948 Act)—

(a@) in subsection (3), the following words shall be inserted after
paragraph (b), that is to say, “ and

(¢) in an appropriate case, if the company wishes to be
registered with the Welsh equivalent of “ public limited
company ” or, as the case may be, “ limited ” as the last
words or word of its name, a statement to that effect ” ;
and

(b) at the end there shall be added the following subsection—

“(4) Any statement delivered to the registrar in pur-
suance of subsection (3) above shall be made in the pre-
scribed form.”.

14. In paragraph (c) of section 384 (requirements for registration of
joint stock companies) for sub-paragraph (iii) there shall be sub-
stituted the following sub-paragraphs—

“ (iii) where the company is to be registered as a public
company, the name of the company with the addition, as
the last words of the name, of the words “ public limited
company > or, if the company has delivered a statement
under section 382(3)(c) of this Act to the registrar,
“ cwmni cyfyngedig cyhoeddus ” ;

(iiia) where the company is to be registered as a private
company, the name of the company with (subject to sec-
tion 25 of the Companies Act 1981) the addition, as the
last word of the name, of the word “ limited ” or, if the
company has delivered a statement under section 382(3)(c)
of this Act to the registrar, “ cyfyngedig .

15. In section 407 (oversea companies to deliver certain documents
to the registrar) the following subsection shall be inserted after
subsection (2)—

“(2A) Oversea companies which after the commencement
of paragraph 15 of Schedule 3 to the Companies Act 1981
establish a place of business within Great Britain shall within
one month of the establishment of the place of business deliver
to the registrar for registration a statutory declaration stating
the date on which that place of business was established and
made in the prescribed form by a director or secretary of the
company or by any person whose name and address is included
in the list delivered by the company to the registrar in pursuance
of subsection (1)(c¢) of this section .

16. In section 424 (appointment of registrar, etc.)—

(a) in subsection (1) after the words “this Act” there shall
be inserted the words “or the Companies Act 1980”;
and
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(b) in subsection (6) for the words * this Act or by the Com-
panies Act 1976 ” there shall be substituted the words * the
Companies Acts 1948 to 1981 ™.

17. In section 450 (jurisdiction of stannaries court) for the words
“this Act ”, in each place where they occur, there shall be substituted
the words ““ the Companies Acts 1948 to 1981 ™.

18. In section 451 (annual report by the Secretary of State) for the
words “and the Companies Act 1980 ” there shall be substituted
the words “the Companies Act 1980 and the Companies Act 1981
except sections 28 and 29,”.

19. In section 455 after the definition of “ share warrant ” there
shall be inserted the following definition—
“ ¢« statutory maximum ” has the meaning given by section 87(1)
of the Companies Act 1980 ; .

20. In Schedule 1, in regulation 3 of Table A for the words “ sec-
tion 58 of the Act, any preference shares > there shall be substituted
the words “ Part III of the Companies Act 1981, any shares .

21. In Schedule 1, in both regulation 130 of Table A and Article
65 of Table C—

(a) for the words “section 14 > there shall be substituted the
words “ sections 14 and 23A ” ; and

(b) the following words shall be added at the end, that is to
say, “ and sections 7 and 12 of the Companies Act 1981.”.

22. In Schedule 14 (application of Act to unregistered companies)
for the words “one hundred and twenty-nine”, “one hundred
and forty-seven ” and “the Eighth Schedule ” there shall be substi-
tuted respectively the words “ one hundred and twenty-six ”, “ one
hundred and forty-nine ” and “ Schedule 8 and Schedule 8A »

Companies Act 1967 (c.81)

23. In sections 3(1), 4(1) and (2) and 5(1) of the 1967 Act
(particulars to be included in company’s accounts) for the words
“or in a note on, or statement annexed ” there shall be substituted
the words ““ a note .

24. In sections 3(1) and (2) and 4(1) and (2) of the 1967 Act, for
the word “ issued ” in each place where it occurs there shall be sub-
stituted the word “ allotted ”’.

25. In section 6 of the 1967 Act—

(a) in subsection (1) for the words from the beginning to “ there
shall ” there shall be substituted the words “ There shall in
a note to the accounts of a company prepared under section
1 of the Companies Act 1976 ™ ;

Sch. 3

171



172

ScH. 3

c. 62 Companies Act 1981

(b) in subsection (2) for the words “the said accounts or in a
statement annexed thereto”, in each place where they
occur, there shall be substituted the words “a note to the
company’s accounts ” ; and

(c¢) in subsection (6) after the words “shown in ” there shall be
inserted the words “ a note to ”.

26. In sections 7(1) and 8(1) of the 1967 Act for the words from
the beginning to “there shall ” there shall be substituted the words
“There shall in a note to the accounts of a company prepared
under section 1 of the Companies Act 1976 .

27. In section 14(3)(a) of the 1967 Act (auditors’ report) for the
words *the Companies Acts 1948 to 1980 there shall be substi-
tuted the words “ the Companies Acts 1948 to 1981 ™.

28. In sections 25, 27 and 29 of the 1967 Act (restrictions on
directors’ dealing in options in securities of own companies and
registration of their interests in such securities) any reference (how-
ever expressed) to any price paid, given or received in respect of any
interest in shares or debentures shall be construed as including a
reference to any consideration other than money given or received
in respect of any such interest.

29.—(1) In section 28 of the 1967 Act (meaning of “interests in
shares‘and debentures ” for purposes of section 27 of that Act) the
following subsections shall be substituted for subsections (1) to

“@—

“ (1) The provisions of this section shall apply in determining
for the purposes of section 27 of this Act whether a person
has an interest in shares or debentures.

(2) Any reference to an interest in shares or debentures
shall be read as including a reference to any interest of any
kind whatsoever in shares or debentures ; and accordingly there
shall be disregarded any restraints or restrictions to which the
exercise of any right attached to the interest is or may be
subject.

(3) Where any property is held on trust and any interest in
shares or debentures is comprised in that property, any bene-
ficiary of that trust who, apart from this subsection, does not have
an interest in the shares or debentures shall be taken to have
such an interest (but this subsection is without prejudice to the
following provisions of this section).

(4) A person shall be taken to have an interest in shares or
debentures if—
(@) he enters into a contract for their purchase by him
(whether for cash or other consideration) ; or
(b) not being the registered holder, he is entitled to exercise
any right conferred by the holding of those shares or
debentures or is entitled to control the exercise of any
such right.
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(4A) A person shall be taken to be interested in shares or
debentures if a body corporate is interested in them and—

(a) that body corporate or its directors are accustomed to
act in accordance with his directions or instructions ; or

(b) he is entitled to exercise or control the exercise of
one-third or more of the voting power at general
meetings of that body corporate.

(4B) Where a person is entitled to exercise or control the exer-
cise of one-third or more of the voting power at general meetings
of a body corporate and that body corporate is entitled to exer-
cise or control the exercise of any of the voting power at general
meetings of another body corporate (the “relevant voting
power ), then, for the purposes of subsection (4A)d) above,
the relevant voting power shall be taken to be exercisable by
that person.

4o A person shall be taken to have an interest in shares
or debentures if, otherwise than by virtue of having an interest
under a trust—

(@) he has a right to call for delivery of the shares or
debentures to himself or to his order ; or

(b) he has a right to acquire an interest in shares or deben-
tures or is under an obligation to take an interest in
shares or debentures ;

whether in any case the right or obligation is conditional or
absolute.

(4D) For the purposes of subsection (4)(b) above, a person
shall be taken to be entitled to exercise or control the exercise
of any right conferred by the holding of shares or debentures
if he has a right (whether subject to conditions or not) the
exercise of which would make him so entitled or is under an
obligation (whether so subject or not) the fulfilment of which
would make him so entitled.

(4E) A person shall not by virtue of subsection (4)(b) above
be taken to be interested in any shares or debentures by reason
only that he has been appointed a proxy to vote at a specified
meeting of a company or of any class of its members and at
any adjournment of that meeting or has been appointed by a
corporation to act as its representative at any meeting of a com-
pany or of any class of its members.

(4F) Without prejudice to subsection (2) above, rights or
obligations to subscribe for any shares or debentures shall not
be taken for the purposes of subsection (4C) above to be rights
to acquire, or obligations to take, any interest in shares or
debentures.”

(2) Subsection (3) of section 27 of the 1967 Act (periods during
which any obligation imposed by that section must be fulfilled) shall
not apply in relation to any obligation imposed on a director of a
company by subsection (1)(@) of that section to notify the company
of any interest of his in shares or debentures if that obligation arose
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on the appointed day by virtue only of the coming into force of
sub-paragraph (1) above; but the director must fulfil any such
obligation—

(a) if he knows of the existence of that interest on the appointed
day, within the period of ten days next following that
day ;

(b) in any other case, within the period of five days next
following the day on which the existence of that interest
comes to his knowledge ;

(disregarding in reckoning that period any day that is a Saturday
or Sunday or a bank holiday in any part of Great Britain).

30. In section 44(2) of the 1967 Act (requirements of 1967
Act relating to registration to be satisfied in case of unlimited com-
pany re-registering as limited) for the words “this Act”, in both
places where they occur, there shall be substituted the words “ the
Companies Acts 1948 to 1981 ™.

31. In section 46(5) of the 1967 Act (effect of change of name by
company) for the words ‘ Subsections (3) and (4) of section 18 of
the principal Act ” there shall be substituted the words “ Subsections
(6) and (7) of section 24 of the Companies Act 1981 .

32. In section 50(a) of the 1967 Act (admissibility of answers given
in course of investigations under section 167 of the 1948 Act) for the
words “as originally enacted ” there shall be substituted the words
“as amended by section 87 of the Companies Act 1981 (whether
as it has effect in relation to an investigation under any of sections
164 to 166 of the principal Act .

33. In section 56(2)(a) of the 1967 Act, for the words from “ note ”
to “given” there shall be substituted the words “mnotes to the
accounts in question giving information which is required by any
provision of the Companies Acts 1948 to 1981 and required or
allowed by any such provision to be given in a note to a company’s
accounts .

European Communities Act 1972 (c.68)

34. In section 9(3) (da) of the European Communities Act 1972
(notice to be given to registrar of documents delivered in pursuance
of section 4(2) of the 1980 Act) for the words “ written statement ”
there shall be substituted the words * statutory declaration .

Insurance Companies Act 1974 (c.49)

35. In section 17(1) of the Insurance Companies Act 1974 (appli-
cation of audit provisions of Companies Acts 1948 to 1980 to audits
under that section) for the words “ Companies Acts 1948 to 1980 ”
there shall be substituted the words “ Companies Acts 1948 to 1981 .
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Companies Act 1976 (c.69)

36. In section 29(1) of the 1976 Act (register of disqualification
orders)—

(a) for the words from “ that a person” to “in the order ” there
shall be substituted the words “under section 188 of the
Act of 1948 or section 9 of the Insolvency Act 1976;”;
and

(b) the words from “ This subsection ” to the end shall cease to
have effect.

37. In section 37(1)(b) of the 1976 Act (fees payable for the
inspection of documents kept by registrar) after the word “ docu-
ments > there shall be inserted the words “ or other material ”.

38. In section 44(1) of the 1976 Act (interpretation) for the defini-
tion of “the Companies Acts ” there shall be substituted the follow-
ing definition—

““the Companies Acts” means the Companies Acts 1948 to
1981 ™.

Companies Act 1980 (c.22)

39. The Companies Act 1980 shall have effect subject to the
following modifications.

40. In section 17(11) (interpretation of provisions relating to pre-
emption rights)—

(a) in the definition of “relevant employee shares” for the
word “under > there shall be substituted the words “ by a
person who acquired them in pursuance of ” ; and

(b) in the definition of “relevant shares ” the following para-
graph shall be substituted for paragraph (b)—

“(b) shares which are held by a person who acquired
them in pursuance of an employees’ share scheme or,
in the case of shares which have not been allotted, are
to be allotted in pursuance of such a scheme ;” ;

and the following subsection shall be added at the end of that
section—

“(13) In relation to any offer to allot any securities required
by subsection (1) above or by any provision to which subsection
(3) above applies references in this section (however expressed)
to the holder of shares of any description shall be read as in-
cluding references to any person who held shares of that
description on any day within the period of twenty-eight days
exilfdjng with the day immediately preceding the date of the
offer.”.

Sca. 3

175



176

Sch. 3

c. 62 Companies Act 1981

41. In section 21 (prohibition on allotment of shares at a discount)
the following subsection shall be substituted for subsection (2)—

“(2) Where shares are allotted in contravention of sub-
section (1) above the allottee shall be liable to pay the company
an amount equal to the amount of the discount and shall be
liable to pay interest thereon at the appropriate rate.”.

42.—(1) In section 24 (valuation of non-cash consideration before
allotment), for the words from the beginning of subsection (2) to
“that class” there shall be substituted the words “(2) Subject to
subsection (2A) below, subsection (1) above shall not apply to the
allotment of shares by a company in connection with—

(@) an arrangement providing for the allotment of shares in
that company on terms that the whole or part of the con-
sideration for the shares allotted is to be provided by
the transfer to that company or the cancellation of all or
some of the shares, or of all or some of the shares of a
particular class, in another company (with or without the
issue to that company of shares, or of shares of any parti-
cular class, in that other company) ; ”.

(2) The following subsection shall be inserted after subsection (2)
of that section—

“(2A) Subsection (2)(a@) above does not exclude the applica-
tion of subsection (1) above to the allotment of shares by a
company in connection with any such arrangement as is there
mentioned unless it is open to all the holders of the shares in
the other company in question or, where the arrangement
applies only to shares of a particular class, to all the holders of
shares in that other company of that class, to take part in the
arrangement.

In determining whether that is the case, shares held by or by
a nominee of the company proposing to allot the shares in
connection with the arrangement, or by a nominee of a company
which is that company’s holding company or subsidiary or a
company which is a subsidiary of its holding company, shall
be disregarded.”

(3) In subsection (3) of that section—

(a) for the words from the beginning to “ those purposes ” there
shall be substituted the words “ For the purposes of sub-
section (2)(b) above ” ; and

(b) after the word “ shares ”, in the last place where it cccurs,
there shall be inserted the words “ or other securities ™.

(4) The following subsection shall be inserted after subsection (11)
of that section—
“(11A) It is hereby declared for the avoidance of doubt that
subsection (1) above does not apply by reference to the appli-
cation of an amount for the time being standing to the credit
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of any of a company’s reserve accounts or to the credit of its
profit and loss account in paying up (to any extent) any shares
allotted to members of the company or any premiums on any
shares so allotted ; and in relation to any such allotment re-
ferences in this section to the consideration for the allotment
do not include any such amount so applied.”.

(5) In subsection (12) the following paragraph shall be inserted
before paragraph (a)—

“(aa) in this section ‘arrangement’ means any agreement,
scheme or arrangement (including an arrangement sanctioned
in accordance with section 206 or 287 of the 1948 Act) ; ™.

43, In section 35 (acquisition of own shares by companies)—

(@) in subsection (1) for the words “ Except as provided by
subsection (2) below ” there shall be substituted the words
“ Subject to the following provisions of this section ™ ;

(b) in subsection (2) the words from “and any company” to
the end shall cease to have effect ;

{c¢) in subsection (4)—
(i) for the words from the beginning to  purchas-
ing” in paragraph (&) there shall be substituted the

words ¢ Subsection (1) above shall not apply in relation
to—

(a) the redemption or purchase of any shares in
accordance with Part IIT of the Companies Act
1981

(aa) the acquisition of any shares in a reduction of
capital duly made ;

(b) the purchase of any ” ; and
(ii) for the words “by forfeiting shares or accepting
a surrender ” there shall be substituted the words “the
forfeiture of any shares or the acceptance of any shares
surrendered .

44. In section 37(1)(b) (treatment of shares acquired by company)
after the words “ acquired by the company > there shall be in-
serted the words “,otherwise than by any of the methods men-
tioned in section 35(4) above, ”.

45.—(1) In section 39(4) (certain provisions to be treated as realised
losses for the purposes of determining profits available for distribu-
tion)— »

(a) for the words “ (within the meaning of Schedule 8 to the 1948
Act) ” there shall be substituted the words “of any kind
mentioned in paragraphs 87 and 88 of Schedule 8 to the
1948 Act” ; and

(b) after the words “fixed assets” there shall be inserted the
words “ or of all the fixed assets other than goodwill ”.
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ScH. 3 (2) The following subsection shall be inserted after that subsec-
tion—

“(4A) Subject to section 43(7A) of this Act, any considera-
tion by the directors of a company of the value at any particular
time of any fixed asset of the company shall be treated as a
revaluation of that asset for the purposes of determining whether
any such revaluation of the company’s fixed assets as is required
for the purposes of the exception from subsection (4) above
has taken place at that time ; but where any such assets which
have not actually been revalued are treated as revalued for those
purposes by virtue of this subsection that exception shall only
apply if the directors are satisfied that their aggregate value at the
time in question is not less than the aggregate amount at which
they are for the, time being stated in the company’s accounts.”.

46. In section 41(2) (definition of “ liabilities ) for the words from
“ (within the meaning ” to “in question ” there shall be substituted
the words “for liabilities or charges (within the meaning of para-
graph 88 of Schedule 8 to the 1948 Act) .

47. In section 43 (““ relevant accounts ™ for the purposes of Part 111
of 1980 Act)—

(a) in subsection (2)—

(i) the words “or filed ”, wherever occurring, shall
cease to have effect ; and

(ii) in paragraph (b) for the word “ proper ” there shall
be substituted the word “ reasonable ™ ;

(b) in subsection (3)(d) the words from “or delivered” to the
end shall cease to have effect ;

(¢) the following subsection shall be inserted after subsection

“(7A) Where subsection (3¥a@), (5)(@) or (6)(a) above
applies to the relevant accounts, section 39(4A) of this
Act shall not apply for the purposes of determining
whether any revaluation of the company’s fixed assets
affecting the amount of the relevant items as stated in
those accounts has taken place, unless it is stated in a
note to those accounts—

(@ that the directors have considered the value at
any time of any fixed assets of the company
without actually revaluing those assets ;

(b) that they are satisfied that the aggregate value of
those assets at the time in question is or was not
less than the aggregate amount at which they are
or were for the time being stated in the com-
pany’s accounts ; and
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(c) that the relevant items affected are accordingly
stated in the relevant accounts on the basis that
a revaluation of the company’s fixed assets which
by virtue of section 39(4A) included the assets in
question took place at that time > ; and

{d) in subsection (8) in the definition of “relevant item ”, for
the words “ (within the meaning of Schedule 8 to the 1948
Act)” there shall be substituted the words ““of any kind
mentioned in paragraphs 87 and 88 of Schedule 8 to the
1948 Act” ; and the words “ or filed ” and the words from
“or as” to “applicable) ” shall cease to have effect.

48. In section 45—

(a) in subsection (2) (meaning of distribution”) for para-
graph (b) there shall be substituted the following para-
graph—

“(b) the redemption or purchase of any of the com-
pany’s own shares out of capital (including the proceeds
of any fresh issue of shares) or out of unrealised profits
i119 8iaccordan§e with Part III of the Companies Act
1 ;7”5 an

(b) in subsection (4) (meaning of “ profits” and *losses” for
purposes of Part III of the 1980 Act) for the words “ except
in relation to an investment company ” there shall be
substituted the words “ except where the context otherwise
requires .

49. In section 50 (exemption from the prohibitions of certain
transactions, etc. contained in section 49) for subsection (1) there
shall be substituted the following subsection—

“(1) Where a relevant company is a member of a group of
companies, subsection (1)(b)@ii) and (iii)) of section 49 above
shall not prohibit that relevant company from—

(a) making a loan or quasi-loan to another member of that
group ; or

(b) entering into a guarantee or providing any security
in connection with a loan or quasi-loan made by any
person to another member of the group ;

by reason only that a director of one member of the group is
associated with another.

In this subsection “group of companies” means a holding
company and its subsidiaries.”.

50. In section 51 (calculation of “ relevant amounts ” for the pur-
poses of section 50)—
(a) in subsection (2)—
(i) at the beginning there shall be inserted the words
“ Subject to subsection (2A) below ” ; and
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Sca. 3 (ii) in paragraphs (b) and (c) for the words “by a
subsidiary of its holding company ” there shall be sub-
stituted the words “by that holding company or any
of its subsidiaries ” ; and

(b) t](a; )iollowing subsection shall be inserted after subsection

“(2A) Where the proposed transaction falls within
section 50(4)(d) above and is one which a recognised bank
proposes to enter into in pursuance of section 50(7)
above (housing loans, etc.), any other transaction or
arrangement which apart from this subsection would be
a relevant transaction in relation to the proposed trans-
action shall be deemed not to be such a relevant trans-
actio)n unless it was entered into in pursuance of section
50(7).”.

51. In section 54—

(a) in subsection (1) (disclosure of arrangements between
directors of holding companies and those companies or
their subsidiaries) after the words “director of the com-
pany ”, in each place where they occur, there shall be
inserted the words “ or its holding company ” ;

(b) the following subsection shall be inserted after subsection
@—

““(2A) Particulars which are required by subsection (1)
or (2) above to be contained in any accounts shall be
given by way of notes to those accounts.” ;

{c) in subsection (6)(b) (exemption from subsections (1) and (2)
of contracts of service between companies and their directors
or the directors of their holding companies) after the words
“holding company ” there shall be inserted the words
“or between a director of a company and any of that
company’s subsidiaries ” ; and

(d) in subsection (6)(c) for the word “or ”, in the second place
where it occurs, there shall be substituted the word “ and ™.

52. In section 56 (particulars of amounts outstanding to be included
in accounts)—

(a) the following subsection shall be inserted after subsection

“(2A) Subsection (2) above does not apply, in relation
to the accounts prepared by any company in respect of
any relevant period, to transactions, arrangements and
agreements made by the company or any of its subsid-
iaries for any officer of the company if the aggregate
amount outstanding at the end of that period under the
transactions, arrangements and agreements so made for
that officer does not exceed £2,500.” ; and
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(b) the following subsection shall be inserted after subsection
4

“ (4A) Particulars which are required by subsection (2)
or (4) above to be contained in any accounts shall be
given by way of notes to those accounts.”.

53. In section 58 (transactions, etc. excluded from sections 54 and

57) the following subsection shall be substituted for subsection (3)—

“(3) Subsections (1)(c) and (2)(c) of section 54 above do not

apply, in relation to any accounts prepared by a company in

respect of any relevant period, to any transaction or arrange-

ment with a company or any of its subsidiaries in which a direc-

tor of the company or of its holding company had, directly or
indirectly, a material interest if—

(a) the value of each transaction or arrangement within sub-
section (1)(c) or (2)(c), as the case may be, in which
that director had, directly or indirectly, a material inter-
est and which was made after the commencement of
that relevant period with the company or any of its sub-
sidiaries ; and

(b) the value of each such transaction or arrangement which
was made before the commencement of that period less
the amount (if any) by which the liabilities of the person
for whom the transaction or arrangement was made
have been reduced ;

did not at any time during the relevant period exceed in the
aggregate £1,000 or, if more, did not exceed £5,000 or one per
cent. of the value of the net assets of the company preparing
the accounts in question as at the end of the relevant period
for those accounts, whichever is the less.”.

54. In section 64(3) (circumstances in which directors are asso-
ciated with companies) for the words from “and a trustee ” to the
end there shall be substituted the words “shall not be treated as
connected with that director unless it is also connected with him
by virtue of section 64(1)(c) or (d) above ; and a trustee of a trust
the beneficiaries of which include or may include a body corporate
with which a director is associated shall not be treated as connected
with that director by reason only of that fact.”.

55. In section 64(4) (application of section 28 of the 1967 Act to
section 64(3)) for the words “ subsection (3)(b) ” there shall be sub-
stituted the words “ subsections (4A) and (4B) .

56. In section 65(1) (interpretation of Part IV), the following
paragraphs shall be substituted for paragraphs (b) and (c) of the
definition of “ relevant company ”—

“(b) is a subsidiary of a company which is not a private
company ; or

(c) is a subsidiary of a company which has as another sub-
sidiary a company which is not a private company ; or
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Sch. 3 (d) has as one of its subsidiaries a company which is not a
private company.”.

57. In section 66(2) (consequential repeals of section 197 of the
1948 Act and section 16(1)(c) of the 1967 Act) after the words
“section 16(1)(c)” there shall be inserted the words “and (3)”.

58. In section 67 (application of Part IV to unregistered com-
panies) for “ 58 ” there shall be substituted “ 59 *.

59. In section 72 (penalties for breach of sections 68 and 69 of the
1980 Act) for the words “ or 69 ”, in both places where they occur,
there shall be substituted the words “ 69 or 70 .

60. In section 78(4) (Welsh equivalents of certain words)—
(a) the (;;vord “and ” in paragraph (c) shall cease to have effect ;
an
(b) the following words shall be added at the end of paragraph
(d), that is to say, “ and
(e) the equivalent in Welsh of “unlimited” is
“ anghyfyngedig ”.

61. In section 87(1) (general interpretation) for the definition of
“the Companies Acts” there shall be substituted the following defini-
tion—

““the Companies Acts” means the Companies Acts 1948 to
1981 ;.

62. In section 87(4) (construction of references to ‘ balance sheet >,
etc.)—
(a) the following paragraph shall be substituted for paragraph
(a)—

“(a) any references to a balance sheet or to a profit
and loss account shall include any note to the accounts
in question giving information which is required by any
provision of the Companies Acts and required or allowed
by any such provision to be given in a note to a company’s
accounts ; ” ; and
(b) for the words from ‘(within the meaning of ” to the end
there shall be substituted the words “ for liabilities or charges
(within the meaning of paragraph 88 of Schedule 8 to the
1948 Act).”.

Transport Act 1981 (c.56)

63. In paragraph 10 of Schedule 6 to the Transport Act 1981
(amendments of the Harbours Act 1964) for each reference to the
Companies Acts 1948 to 1980 there shall be substituted a reference to
the Companies Acts 1948 to 1981.
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SCHEDULE 4

REPEALS

Chapter

Short title

Extent of repeal

1916 c. 58.

1923 c. 4.

1947 c. 47.

11 & 12 Geo. 6.
c. 38.

1967 c. 81.

Registration of Business
Names Act 1916.

Fees (Increase) Act 1923.

Companies Act 1947.

Companies Act 1948.

Companies Act 1967.

The whole Act.

Section 5.

Sections 58 and 116.

Section 5(6).

Sections 17, 18 and 19.

Section 54.

In section 56(2) the words
from * of any > to “ or ”.

Section 58.

In section 62(1)(¢) the word
‘ preference .

Section 156(3).

In section 157(1), the words
from ‘or under” to *this
Act” and from * within ” to
the end.

In section 163, the proviso.

Section 165(1)(a)().

Section 167(4).

In section 174(1) the words
from * and that > to “ Act >,

Section 188(5).

In section 196(6), the words
“or in a statement annexed
thereto .

In section 201, the proviso to
subsection (3) and, in sub-
section (4) paragraph (c).

In section 283(4), the words
“and delivered” in each
place where they occur.

In section 354, the words from
““subject and ”’ to ““ sections ”’.

Sections 388 and 389.

In section 456, the word * fifty-
eight .

In Schedule 1,—

Regulation 10 of Table A;

in Regulation 88 of Table A
and Article 38 of Table C,
the words * or under section
28 of the Companies Act
1976 .

In Schedule 16, paragraph 4.

Section 9.

Section 12.

In section 16, in subsection (1),
paragraphs (b) and (d), and
subsections (2) and (3).

Sections 20 and 22,

Sections 33 and 34.

In section 54, the word *12(1)”
in each place where it occurs.

Section 119.
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Chapter

Short title

Extent of repeal

1972 c. 68.
1976 c. 69.

1979 c. 37.
1980 c. 22.

European Communities
Act 1972.
Companies Act 1976.

Banking Act 1979.
Companies Act 1980.

In section 9(3)(dh) the word
‘¢ preference .

In section 9(1) the words
““ (subject to any prescribed
exceptions or modifications)”.

Sections 26, 27 and 28.

In section 29(1), the words
from ¢‘“This subsection
applies ”’ to the end.

Section 30(4).

Section 32.

Section 34(2),

Section 36(3).

Section 38(4).

In Schedule 2, the paragraphs
amending sections 13, 69, 98,
106E, 390 and 426 of the 1948
Act, Regulation 88 of Table
A and Article 38 of Table C
in Schedule 1 to that Act and
Schedule 14 to that Act.

Section 36(10).

Section 39(8).

In section 40(2)(6) and (3)
the word “ fund >,

Section 41(11).

In section 43, in subsection (2),
the words “or filed”,
wherever occurring; in sub-
section (3)(d) the words from
“or delivered” to the end;
and in subsection (8) the
words “ or filed” and from
‘““ or, as ” to * applicable) .

In section 45(3) the word
“ fund .

Section 81.

In Schedule 2, the entries
relating to sections 18, 19,
124, 125 and 200 of the 1948
Act.

In Schedule 3, paragraphs 2, 5,
10, 13, 14, 19, 20(a), 24, 30,
36(6) and 46.
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Note:

(a) The repeal by this Act of section 18(2) of the 1948 Act shall have
effect subject to the saving in section 35(4) of this Act.

(b) The repeal by this Act of the proviso to section 163 of the 1948 Act
shall have effect subject to the saving in paragraph 4(3) of Schedule 2 to
this Act.

(¢) The repeal by this Act of part of section 174(1) of the 1948 Act shall
have effect subject to the saving in section 91(8) of this Act.

(d) The repeal by this Act of subsections (1)(b) and (2) of section 16 and
section 22 of the 1967 Act shall have effect subject to the savings in paragraphs
5(4) and (6) of Schedule 2 to this Act.

(e) The repeal by this Act of section 16(3) of the 1967 Act shall have effect
subject to the saving in section 66(2) of the 1980 Act.

(f) The repeal by this Act of section 27 of the 1976 Act shall have effect
subject to the saving in section 83 of this Act.

(g) The repeal by this Act of sections 39(8) and 41(11) of the 1980 Act shall
have effect subject to the saving in paragraph 6(2) of Schedule 2 to this Act.

(h) The repeals by this Act in section 43 of the 1980 Act shall have effect
subject to the saving in paragraph 6(4) of Schedule 2 to this Act.
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