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Haydn Jones, head Partner of our Commercial Corporate Department comments on the new Companies Act 2006.

The new Companies Act 2006 which replaces in nearly all respects the existing Companies Acts, reputed to be the longest ever Act of Parliament running to 1300 sections over some 700 pages, it aims to remove many of the procedures and regulations and simplify the administration of "small companies".

Although the Act received Royal Assent in November 2006 the Act is being gradually implemented over the next 12 months and is planned to be fully in force by the 1st October 2008.

Those provisions that have already been brought into effect, aim to bring Company Law into the 21st Century and enable companies to communicate with their shareholders by electronic means, ie. email or the companies website but also requires companies to display on their web site the registered office and company registration number information already required on stationery.

The Act codifies the law concerning duties and responsibilities of company directors laying down in statute for the first time, the duties and responsibilities that have evolved over the years through case law. 
In particular however the Act imposes statutory duties to exercise reasonable care and skill, not to receive benefits from third parties and to have regard to the interests of the employees of the company and relationships with customers and suppliers. 
October 2008 will see the commencement of further provisions concerning conflicts of interests and to relax restrictions on the reduction of share capital and the giving of financial assistance by a company for the purchase of its own shares.

Simplified procedures will affect the execution of documents by a company. For some time it has not been necessary for companies to have a Company Seal for the purposes of executing deeds, the signature by two directors or a director and secretary being sufficient. These procedures are to be drastically simplified next year when the signature of just one director, provided that it is witnessed, will be sufficient for the execution of all company documents.

Annual general meetings will no longer be required unless the articles of association of the company specifically require and from the 1st April 2008 a company will no longer need to have a company secretary.

The articles of association of most companies will incorporate by Reference Table A from the Companies Act. A new Table A is being introduced which will enable many of the new simplified procedures to be implemented. Whilst there may be no pressing urgency on the part of companies to amend their own existing articles of association, if they wish to take advantage of the simplified procedures they will most probably need to do so.

In summary therefore, the new Act will bring about change and simplification and whilst there may be no reason to panic, the changes will in most cases benefit small private companies in their administrative compliance with Company Law and over the next year or so, as the Act becomes fully effective we at Band Hatton shall be happy to advise and assist our clients in taking full advantage of the new regime. 
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