Firms should act
now to sort out
their constitution

INMANY ways the operationofa
limited company is similar to
that of our country - the direc-
tors ane the “clected” agents of
the sharcholders, just as the gov-
emment is that of the voring
public. Each is then given the
task of running the company
and the country respectivelyina
way that best suits the interests
of those it represens

The difference is that with |

limited companies, the share-
holders can step up and :]mqfc.
o thi an:heung run wil
ot h.m.mﬁ[u wadt for the direc-
tors to call a general election -
arguably & much more demo-
cratic sysiem.

For most companies these
very powerful rights are en-
siumtd,Jusl like that of the vot-
ing public, in their constitution,
1 October, 2009 saw the final
“major ralt of provisons of the
Companies Act 2006
comi

ﬁ:! rlus legislation

on their oonsti-
l:ulms.

hctn written wi
the
inlml‘lﬂ-l't wil

in mind, The

jpanies of all sizes through mea-
sures which streamline and sim-
plify their constitutions.

MNew are mow at the

wider world. It set out the aims,
or ohjects, of the company. The
company mm restricted to
carrying out

of those aims. The ob-

Coutrast
the framework for the manage-

into. force. pAany companies
nuw the nme for all Will be operating
onsiden the e With what are
referred to as
‘off-the-shelf’
mﬂ’?’,m]:ﬁ constitutions
Act was to |
achieve abetter balance for com- |

activities in |

ment of the affairs of the com-

| pany and the conduct of its busi-
niess Thiscould be altered by the
shareholders

Now, in a swee ch a
limited compa mmﬁem
will comprise the articles only.
The memorandum will be a
snapshotof limited information
as &t incorporation and, for any
company  incorporated  after
1 October 2004, itsobjects will be
unlimited, unless it chooses to
restrict them in the artieles. Far
existing companies. their cur-
rent restrictions will be deemved
10 form part of the articles; they
will to remove them to
avoid being bound by them,
The Act makes rlu.n%es in a
large mumber of areas where the
articles come into play, These in-
clude allowing directors o au-
I!I:tm.w l-'l'l:;HIIT.‘l\ of Ijinltrl::il::
- ing procedure  for
h&uﬁuldcn to- make decisions
in writing removing the con-
cept of a ceiling being placed on
& comypany's share capital; com-
mumnicating with shareholders
electromacally; rmunnrarghjl:ht
CORTIPANY ST and chang-
ing notice prmsg for holding
and making decisions at meet-

i of the share-
hoiders.

In many cases
Elqs.[m.; CoT
panies - artickes
will be more re-
strictive than the
Act now requires.
In order to take
full advantage of

the new provi-

‘While the reforms are cer-
the

tainly beneficial, EOVETTE-
mefnt can be criticised for failing
| totake the opportunity o stress
to those limited com-
panies the importance of tailor-
ing the terms of their com-
| panies’ constituthons o cater for
| their specific business needs.
Many limited will be
operating with are com-
referred to as “off-the-
| C "
which have not been tailored
their business’s individual re-
quhrmrms. £
'I'hrmindmu:lnlnirmy
comipany in the UK is different
and the message is that one size
does not fitall and advice should
be taken as to the most -
ate terms to be contained in the
constitution.
is the ideal

advantage of the changes in
the law and at the same time cre-
ate a framework

| which best suits their specific
needs.

® Pamele Abboit is a selicitor
with COW Business Lawyers.
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