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Capital gains tax
Proposed changes delayed until April 2008

The chancellor had promised an 
announcement before the end of last year on 
the results of consultation over the abolition 
of taper relief on CGT, but was forced to admit 
the postponement, citing the “wide range” of 
representations, some “quite complex.”

The Treasury said the chancellor 
intended to press ahead with the reform 
in April this year, leaving only weeks 
for any late changes to be digested. The 
chancellor announced a flat rate 18 per 
cent CGT in the Pre-Budget Report on 
October 9 last year, removing taper relief 
that could be as low as 10 per cent, but 
quickly accepted modifications would 
need to be made. 

Mr Darling last year assured the CBI 
employers’ at the organisation’s conference 
that he was listening to the vociferous 
business protests against his Pre-Budget 
Report decision to implement a single 18 per 
cent rate of CGT.

The shareholder lobby group IFS ProShare 
said the changes planned for April would 
force an extra 13 per cent tax on shares 
worth more than £9,200, when they are 
currently only subject to a 5 per cent tax.

The proposed changes would replace the 
current system where the tax rate on 
the sale of business assets is reduced the 
longer it is held, falling to 10 per cent after 
two years. Employers warned of a further 
backlash if the final concessions were not 
significantly broader than the option, 
already announced but not officially 

confirmed, of a £100,000 tax relief for 
people who sell businesses and retire.
Business owners have warned the 
continued threat of an 80 per cent tax 
increase from the 10 per cent rate after 
two years to 18 per cent was distorting 
the market.

The move was criticised by the Federation 
of Small Businesses (FSB), after they had 
expected the issue to be resolved by  
December last year, although the  
body welcomed the news that the  
chancellor would again meet the  
FSB and other business organisations.

The Chartered Institute of Taxation 
(CIOT) recommended that any changes 
to the current capital gains tax regime 
do not come into force until April 2009 
to allow time for a full consultation. 
They are concerned that this puts many 
small businesses and individuals in an 
extremely difficult position who are 
unable to plan their tax affairs with any 
degree of certainty. Also the current state 
of limbo means that any entrepreneur 
considering disposing of their business 
now has scant idea of the tax implications 
if the sale is after 5 April 2008.
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Alistair Darling, the chancellor delivered another blow to businesses and 
shareholder groups by announcing that concessions to ameliorate the impact of 
changes to the capital gains tax (CGT) regime would be delayed until April this year. 
His proposals could mean considerable tax rises for companies currently paying 
at the rate of 10 per cent, and this has caused particular worry among business 
owners close to retirement who could face a sudden rise in their tax liability. 

The CBI have rejected talk of a 
full-on recession stating that 
while the 2008 slowdown may 
appear dramatic set against 
last year’s strong growth, the 
fundamentals of our economy 
remain sound and talk of a full-
blown recession is overstated. 
Signs are emerging that the 
credit crunch is starting to affect 
entrepreneurs and smaller 
business bosses, but the impact 
on economic activity still looks 
limited, according to the CBI. 

The CBI revealed in the GfK 
NOP survey that targets the 
owners, chairmen and directors 
of 500 small and medium 
sized enterprises (SMEs) 
across all sectors, that only 12 
per cent of firms had already 
experienced a deterioration in 
the availability of capital, but 
that 22 per cent expected some 
constraint over the next few 
months, and 31 per cent over 
the next 6 to 12 months. Overall, 
some 35 per cent are either 

experiencing, or expect to 
experience, some deterioration. 

The survey sought to confirm 
anecdotal evidence on the 
impact of the credit crunch and 
the proposed changes to capital 
gains tax (CGT). More stringent 
lending conditions and the 
increased cost of credit are the 
main signs of the deterioration. 
Lack of availability of new 
finance and the withdrawal 
of previous credit lines,  which 
would both be of more serious 
concern to companies, were less 
frequently cited. 

Only one in five (19 per cent) 
of the firms questioned said 
credit tightening was currently 
affecting or was expected to 
affect business decisions and 
plans. Of this fifth, 34 per cent 
said they are cutting output 
or stock levels, 29 per cent are 
trimming capital investment 
(and a further 25 per cent 
postponing investment plans), 

while 26 per cent are cutting 
jobs or recruitment plans. 

Asked about recent government 
proposals to change the CGT 
regime, 40 per cent of SMEs said 
the changes have a negative 
impact on their business. This 
sentiment sharpened to 57 per 
cent among those who have held 
equity in the business for more 
than ten years. Of all the business 
leaders surveyed, 61 per cent held 
equity in the firm. 

All three key elements of the 
CGT shake-up, the abolition 
of taper relief, the change 
in the marginal rate, and 
the abolition of indexation 
relief, were seen as important 
factors, especially among 
those with an equity stake. 
But there was a spike of 
strong concern around taper 
relief, with 85 per cent of those 
who said CGT changes were 
“very negative” citing taper 
relief as “highly important”. 

The CGT changes were not 
regarded as a move that cut 
tax red tape, with 63 per cent 
of respondents saying the 
proposals were not a “desirable 
simplification”. Instead the 
proposals are already hitting 
future business plans: 43 per 
cent have altered their plans 
for investment in new business, 
while 36 per cent have changed 
their minds on investing in 
existing business. Over four 
in ten (42 per cent) equity 
holders said they will become 
less entrepreneurial because of 
the CGT changes. The youngest 
and smallest businesses 
were particularly prone to 
investment cutbacks. 

70 per cent of all respondents 
said the CGT changes had 
undermined the government’s 
approach to enterprise, and 
72 per cent believed that the 
government’s commitment to 
enterprise was in doubt. Two 
thirds of firms (66 per cent) 
doubted that the government is 
fully committed to encouraging 
enterprise, with 31 per cent of 
those firms strongly disagreeing, 
while an overwhelming 93 per 
cent thinks the government 
needs to do more to restore its 
commitment to an enterprise 
culture. 

Economic 
fundamentals 
remain sound
Survey targets SMEs across all sectors

The Confederation of British Industry (CBI), speaking for some 240,000 businesses that 
together employ around a third of the private sector workforce, has reduced its forecast for 
the UK economy during 2008. Amid the growing concerns of the impact the credit crunch 
and a cooling in the housing market could have, the CBI has downgraded its forecast to 2 
per cent following a third consecutive reduction. It also believes inflation will continue to 
rise next year due to higher food and oil prices, reaching 2.6 per cent by the end of 2008 
and making further interest rate cuts unlikely.

Need more information? 
Please email or contact us with your enquiry. If you would like us to email a 
copy of our electronic tax magazine to someone you know, please email us 
with their details and we’ll send them a copy.
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NEWS IN BRIEF ENTERPRISE CREDIT CONTROL NEWS IN BRIEF

A survey of private enterprises has concluded 
that the UK’s over-complicated tax system is 
stifling companies from expanding, according to 
research from Pricewaterhouse Coopers (PwC). 

The survey revealed that only a quarter (27 per 
cent) of smaller firms felt the current tax system 
was supportive of their needs, contrasting with 
45 per cent of larger organisations, while 9 out 
of 10 small firms felt they needed an effective 
voice representing their interests within HM 
Revenue & Customs. 

On average, 35 per cent of business owners saw 
the UK tax regime as encouraging for enterprise, 
although this had increased from 21 per cent 12 
months ago. 

The study also revealed that almost half (49 
per cent) of companies want the tax system to 

be simplified to lighten the compliance and 
administrative burden on private enterprises, 
while overall use of tax incentives remains 
low, at 14 per cent compared to 11 per cent a 
year ago. 

Although there is a more positive view 
coming from UK privately-owned companies 
these messages must be balanced against 
findings that suggest there is still a negative 
perception of the UK tax system, and its 
support for enterprise, and that significant 
improvements are needed. 

The survey also revealed that almost three-
quarters (69 per cent) of firms saw themselves 
as ‘mature’, suggesting there is only a limited 
amount of companies that are actively looking 
to expand. 

Small firms are less confident 
about their business prospects 
now than three months ago, 
according to the Bank of 
Scotland’s confidence index.

The survey revealed that 33 
per cent of small business 
owners said it was a good 
time to own a small company 
in the UK, compared to 38 
per cent who thought the 
opposite was the case.

The majority (60 per cent) 
of small business owners 
questioned thought economic 
conditions would get worse in 
2008, a 24 per cent increase, 
while just 7 per cent thought the 
business climate would improve.

The survey reported that 
recruitment was expected to 
be measured and growth to be 
steady but slowing. Increasing 
tax demands and red tape would 
also add to the pressure small 
business owners already face.

Smaller firms 
Less confident 
about business 
prospects

Need more 
information? 
Please email or contact 
us with your enquiry. 
If you would like us 
to email a copy of 
our electronic legal 
magazine to someone 
you know, please email 
us with their details and 
we’ll send them a copy.

Over-complicated tax system 

Private enterprise 
expansion plans stifled  

Small firms are missing out 
financially by failing to enforce 
interest payments on late 
payers and to effectively chase 
up outstanding invoices.  
Research by the organisation 
claims that just 4 per cent of 
companies regularly charge 
interest on late payments, 
which they are entitled to do 
under the Late Payment of 
Commercial Debts Act 1998. 
A further 44 per cent only do 
so occasionally, meaning the 
majority of small firms never 
charge interest. 

The research also suggested 
that the main reason for failing 
to charge interest was not due 
to fears of upsetting customers 
but because the company itself 
had not developed a culture 
where this was normal. 

Four out of 10 firms said it was 
not their company’s policy to 
charge interests on monies 
owed, and 25 per cent said it 
created more administrative 
work. Almost one in five (19 
per cent) said they did not 
enforce the legislation because 

it was not customary in their 
industry while just 9 per cent 
were worried about upsetting 
the customer and 7 per cent 
worried about losing their 
business in the future.

The research highlights the 
fact that many companies 
have still not embraced the 
idea of demanding their 
statutory rights to interest, 
despite it being almost 
five years since the last 
amendment to the 1998 
Act became law. Companies 
should ensure that their 
payment terms and conditions 
include the right to charge 
interest on late payments, and 
that these terms are agreed 
upfront by clients.

 Over half of companies do not charge interest

Late debtor payments
Over half of companies do not charge interest on late 
payments but the reasons for this are more to do with 
company culture than fear of upsetting customers, 
research suggests by credit agency Graydon.

Three-quarters of employees 
don’t understand the 
information on their payslip 
and over half have been affected 
by a payroll error, according to 
a YouGov survey. The poll also 
revealed that 1 in 10 fails to check 
their payslip while 1 in 5 wouldn’t 
notice a pay error at all. 

Employers are more likely to 
underpay than overpay, the 
survey added, with 41 per cent 
of those affected by an error 
not receiving what they were 
entitled to compared to 17 per 
cent who were paid too much. 

“Employers should encourage 
employees to consistently check 
this information and educate 
them on what to look out for,” 
said Ian Sparrow, director at 
ADP Employer Services, which 
commissioned the research.

Employee  
payroll errors
1 in 10 fail to 
check payslips
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Getting ready for business
Preparation, preparation, preparation
Many business start ups fail because of inadequate market research, over crowded sectors, insufficient 
customer awareness, the wrong location; in fact the list of potential pitfalls is almost endless. 

Setting up and running a business is a time 
consuming task, you need to be dedicated 
and focused and able to structure your 
time in order to be successful. The rewards 
of starting up your own business can be 
great, but think carefully if you have the 
attributes and right sort of personality to 
cope with going it alone.

So you have decided that this is the course 
for you, but are not quite sure where to 
begin? Alternatively, maybe you have a 
fledgling business but need help to move 
it forward.  

You should think carefully about 
which structure suits your particular 
circumstances before making a 
definitive decision. Choosing the 
wrong structure could expose you to 
unnecessary costs and risks, while 
failure to address certain practical 

issues may result in you falling out with 
your business partners or associates. 

Having said that, the status of a sole 
trader suits many professions where 
starting up and does not require major 
investment. It will not stop you from 
employing people when you start to get 
busy, but it will allow you to keep a tight 
grip on your business and to run it as 
you wish.

There are different ways to start a 
new business. These vary from self 
employment and partnership to private 
and public limited companies. There are 
a lot of important points you need to 
consider when thinking about starting 
your new business. Many important 
questions need answering while 
considering your future enterprise. These 
will typically include:

n  �What kind of business should I be? 
n  �What do I call my business? Do I break a 

trademark rights or copyright with my 
proposed name? 

n  �Do I need a license? 
n  �How the trading laws affect me and my 

business? 
n  �Statutory insurance requirements 
n  �Keeping business records 
n  �Annual requirements 
n  �Tax liabilities
n  �Appointing professional services 

organisations; Accountants, Lawyers. 

It is crucial to take professional advice to 
ensure that you make the correct decisions 
on the structuring of your new business 
operations and to obtain assistance with 
the annual statutory requirements: from 
annual filings with Companies House and 
the Tax Office to preparation of resolutions 
and minutes for day-to-day operations. 

 January 2008
Monday 14th
Payment of any tax due in respect of CT61 for 
the quarter to 31 December 2007. Company CT61 
return for the quarter to 31 December due.

Saturday 19th
PAYE/NIC due for the month to 5/01/2008.

Thursday 31st
Deadline for submitting your 2006/2007 Self 
Assessment return (up to £100 penalty if your 
return is late).

Thursday 31st
Balance of your 2006/2007 Income Tax & 
Capital Gains Tax due, plus first payment on 
account for 2007/2008 tax year (interest will 
run on any payment due and not paid).
 

February 2008
Saturday 2nd
Deadline for submitting P46 (car) for employees 
whose car/fuel benefits changed during the 
quarter to 5 January 2008.

Tuesday 19th
PAYE/NIC due for month to 5/02/2008.

Thursday 28th
5% penalty surcharge on any 2006/2007 

outstanding tax due on 31 January 2007 still 
remaining unpaid.

March 2008
Wednesday 19th 
PAYE/NIC due for the month to 5/3/2008.

Monday 31st
Last minute planning for tax year-end 2007/2008. 
Make sure you use any Capital Gains Tax and 
Inheritance Tax annual exemptions, and any 
unused pension relief (Income Tax).
 

April 2008
Saturday 5th
End of 2007/2008 tax year.

Sunday 6th
Beginning of 2008/2009 tax year.

Monday 14th
Payment of any tax due in respect of CT61 for 
quarter to 31 March 2008. Company CT61 return 
for the quarter to 31 March due.

Saturday 19th
PAYE/NIC due for month to 5/04/2008 (interest 
will run on any unpaid PAYE/NIC for the tax year 
2007/2008).
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TAX FACTS GETTING LEGAL

Changes to the money 
laundering regulations became 
affective from 15 December 2007. 
The new rules affect trust or 
company service providers, which 
include recruitment agencies; 
company formation agents; 
suppliers of accommodation 
or correspondence addresses; 
telephone answering service 
providers; and people acting as 
professional trustees.

Those businesses affected now 
have an obligation to carry out 
checks on customers’ identity, 
identify the risk of money-
laundering posed by a customer 
and report suspicious activity 
to the Serious Organised Crime 
Agency (SOCA).

“The money laundering 
regulations aim to safeguard 
firms from abuse by criminals, 
while also making it easy to 
comply, with the minimum 
impact on business,” said HM 
Revenue & Customs business 
director, money laundering 
regulations, Melissa Tatton.

Dates for your diary
Missing these deadlines could be costly!

Money
Laundering
Changes to regulations 
now affective

Need more 
information? 
Please email or contact 
us with your enquiry. 
If you would like us 
to email a copy of our 
electronic tax magazine 
to someone you know, 
please email us with 
their details and we’ll 
send them a copy.
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CAPITAL GAINS TAX

The main proposal is to impose 
a new single rate of capital gains 
tax of 18 per cent on the disposal 
of all assets after 6 April 2008. 
In addition, a number of other 
proposals have been suggested 
to simplify the capital gains tax 
regime including:

n  �The withdrawal of taper 
relief;

n  �The withdrawal of 
indexation allowance;

n  �Simplification of share 
identification rules.

Currently, there is a distinction 
between business and non-
business assets which qualify for 
different rates of taper relief. For 
business assets, the minimum 
effective rate of tax on a disposal 
that can be achieved is 10 per 
cent, and for non-business assets, 
this minimum rate is 24 per cent 
(higher rate taxpayers). There 
are qualifying holding periods 
which broadly are two years for 
business assets and ten years for 
non-business assets to achieve 
the maximum deduction.
For those who are making 

disposals without the benefit of 
any taper relief, the reduction 
in (higher rate) capital gains 
tax from 40 per cent to 18 
per cent will be welcomed. 
However, many disposals do 
qualify to some extent for either 
business or non-business asset 
taper relief and the timing 
of disposals in respect of 
these assets could increase or 
decrease the eventual liability.

Business owners
There are a number of issues 
that business owners should be 
considering:

If contemplating a sale, look at 
the figures of tax pre and post 
6 April 2008;

If contemplating an exit through 
winding up, can this be achieved 
prior to 6 April 2008 i.e. does the 
business have assets that need 
to be disposed of and will there 
be sufficient time to do so?

Has a sale already taken place 
where the vendor is now 
holding loan notes? Many 

clients take loan notes on the 
disposal of their company in 
order to defer a CGT liability. 
They should now take urgent 
action to consider whether or 
not the loan notes should be 
redeemed early in light of the 
proposed changes.

Alistair Darling, the chancellor 
delivered a blow to businesses 
and shareholder groups by 
announcing that concessions 
to ameliorate the impact of 
changes to the CGT regime 
would be delayed until April 
this year. It is unlikely that the 
final form of that legislation 
will be known until the Finance 
Act receives Royal assent in the 
summer of 2008.

Professional bodies have placed 
a great deal of pressure on 
the government to at least 
defer the introduction of these 
rules by a year, allowing time 
for consultation to be carried 
out as to the effects and to 
deal with some of the many 
anomalies that arise.

Investors
A review of your investments 
and the potential rate of CGT on 
any gain should be undertaken 
within the next few months so 
that you can consider whether 
or not to make a sale this side of 
6 April 2008 or after that date. If 
you are currently anticipating a 
10 per cent tax rate on a disposal 
of business assets, you may wish 
to take action to “bank” that 
lower tax rate on an unrealised 
gain before 6 April 2008.

If you hold an investment asset 
which at the moment qualifies 
for an effective tax rate of 24 per 
cent (ten-year holding period), 
you may wish to consider 
delaying disposing of this asset 
until after 6 April 2008 to achieve 
the proposed 18 per cent rate.

Tax is only one element to 
consider in respect of any 
disposal, be it of a business or 
private asset, but the changes 
will mean that there are some 
winners and some losers, and 
the timing of a disposal can 
have a fairly dramatic effect on 
the tax liability depending upon 
availability of taper relief and 
indexation allowance.

The winners and losers

New single rate proposed 
from 6 April 2008
The Pre-Budget report in October has created a number of winners and losers under 
the proposed changes to the capital gains tax (CGT) regime for individuals, trustees, 
and personal representatives. These changes will not have any effect for companies. 
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There will be a number of significant 
changes to capital allowances with effect 
from 1 April 2008:

First year allowances (FYAs) for small and 
medium sized businesses will be scrapped 

All businesses, irrespective of size, will 
have an Annual Investment Allowance 
(AIA) of £50,000 

The writing down allowance (WDA) for 
expenditure in excess of the AIA will be 20 
per cent, in place of the existing 25 per cent 

There will be new rules for cars based on 
CO2 emissions 

There will be a new 10 per cent WDA for 
integrated fixtures and for long life assets 

Specific energy saving or environmentally 
beneficial equipment will continue to 
benefit from a 100 per cent allowance in 
the year of acquisition 

Industrial buildings allowances are to be 
phased out from April 2008 over a period 
of four years

Annual investment allowance
The annual investment allowance (AIA) 
will be available for all businesses. The first 
£50,000 of qualifying capital expenditure 
in a year will benefit from 100 per cent 

relief.  Expenditure on cars will not form 
part of the AIA. The allowance will be 
reduced pro rata for accounting periods of 
less than one year. Only one allowance will 
be available for a group, and will be shared 
between the companies in the group. Any 
unused allowance is lost.  

Writing down allowance
Expenditure in excess of the £50,000 AIA 
will receive a writing down allowance 
(WDA) of 20 per cent (or 10 per cent if 
relevant) in the year of acquisition and 
such expenditure will be added to either 
the general pool or the separate pool for 
integrated fixtures and long life assets.  
Brought forward written down balances 
will be relieved by applying the new rates 
of WDA.  

Cars
Cars purchased after 1 April 2008 will have 
their own rules based on CO2 emissions:
Low emission (< 120 gm/km): 100 per cent 
allowance in year of acquisition 

Medium emission (between 120 and 
165 gm/km):  expenditure goes into the 
general pool with a WDA of 20 per cent 

High emission (> 165 gm/km):  each car 
goes into a separate pool, has a WDA 
restricted to 10 per cent, and will have no 
balancing allowance on disposal.  Instead, 
the pool balance will continue to receive a 

10 per cent WDA even though the asset is 
no longer owned

The rules for leased cars will also be 
switched to an emissions-based regime, 
with tax relief for lease payments being 
restricted for high emission cars.

Integrated fixtures and long 
life assets
Integrated fixtures are items such as air 
conditioning or lifts, which form part of 
the standard integral fittings in a normal 
modern building, rather than productive 
equipment acquired for use in the trade. It 
is possible that the legislation will include 
a list of specific assets which meet the 
definition. Previously such assets benefited 
from the 25 per cent WDA available to 
general plant and machinery.

The WDA for long life assets (life 
expectancy > 25 years) is being increased 
from 6 per cent to 10 per cent.

“Transitional” year
If your accounting period straddles 1 
April 2008, expenditure will be treated 
differently depending whether it falls 
before or after the date of change. Hybrid 
rates of WDA will also apply based on 
the rates before and after 1 April.  Where 
commercial considerations allow, advice 
should be sought on when to incur capital 
expenditure most tax-efficiently.

Capital allowances 
Significant changes effective from 1 April 2008
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If it is done well, franchising is a very 
powerful tool for generating business 
development, company growth and 
competitiveness. There are several steps 
which potential franchisors should take:

Research the market to ensure that products 
and services are competitive and distinctive 
enough to be franchised and that customer 
demand is sufficiently widespread. 

Produce a business plan outlining 
proposals in full and including a detailed 
strengths, weaknesses, opportunities, and 
threats (SWOT) analysis. 

Protect all property rights by registering 
trademarks, trade names and patents with 
the relevant trademark and patent offices. 

Test the franchise in the form of a pilot 
operation lasting at least 12 months and 
ideally longer if the business is in any 
way seasonal. The pilot scheme should be 

undertaken at more than one location to 
test the concept in different geographical 
areas. A comprehensive pilot operation 
will ensure the right strategy, highlight 
problem areas and enable the franchisor to 
finalise the package before committing to 
developing a network.

With the pilot operation running 
successfully, the franchisor can prepare 
and launch his or her network. At this 
stage, the franchisor should instruct 
an experienced solicitor to draw up a 
comprehensive franchise contract setting 
out the obligations of each party, including 
how the fees, mark-ups on supplies and 
any other payments from the franchisee 
are to be calculated. These obligations 
should be made clear at the outset of any 
agreement with a franchisee. 

Produce a prospectus to attract suitable 
franchisees and determine the criteria for 
the franchisee selection. 

Produce a comprehensive operations 
manual and training programme for 
franchisees, to set sustainable standards of 
customer service. 

Establish a central management function 
and possibly field support staff to support 
the franchise network. Set up a system to 
monitor the performance of franchisees. 

Develop a marketing, sales and advertising 
strategy to promote the franchise network, 
especially when competing with rival 
companies who may already be known to 
your potential customers. 

Franchising
Building a successful business operation

Over the past 10 years franchising has grown dramatically in 
the UK as more businesses look to develop their operations and 
network through franchising.

Need more 
information? 
Please email or contact us with 
your enquiry. If you would like us 
to email a copy of our electronic 
tax magazine to someone you 
know, please email us with their 
details and we’ll send them a 
copy.

Companies will be able to make greater 
use of electronic communications for 
communications with shareholders.

Liability for reports to the market has been 
clarified.

Directors will automatically have the 
option of filing a service address on the 
public record (rather than their private 
home address).

There will be improved rules for company 
names.

Companies will no longer be required to 
specify their objects.

The company memorandum will become 
a formal document recording the 
position at the point of registration, with 
just the articles being the continuing 
constitutional document.

Shareholders will be able to agree 
limitations on the liability of auditors.

Key benefits for private companies
There will be separate and simpler 
model Articles of Association for private 
companies, reflecting the way small 
companies operate.

As part of our “think small first” agenda, 
a separate, comprehensive “code” of 
accounting and reporting requirements for 
small companies will be set out.

Private companies will not be required to 
have a company secretary.

Private companies will not need to hold 
an annual general meeting unless they 
positively opt to do so.

It will be easier for companies to take 
decisions by written resolutions.

Private companies will no longer be 
prohibited from providing financial 
assistance for the purchase of their own 
shares.

There will be simpler rules on share capital, 
removing provisions that are largely 
irrelevant to the vast majority of private 
companies and their creditors.

Key benefits for shareholders
The business review requirements will 
promote higher quality narrative reporting 
by quoted companies.

The Bill sets out the criteria whereby 
a shareholder can bring a “derivative” 
action on behalf of the company against a 
director for breach of duty, while making 
sure that unmeritorious suits are quickly 
dismissed and costs fall to the person 
bringing the claim.

There will be greater rights for indirect 
(i.e. those who hold through a nominee) 
shareholders.  These will include the right 
to receive information electronically or in 
hard copy if they so wish.

Enhanced proxy rights will make it easier 
for shareholders to appoint others to 
attend and vote at general meetings.

Shareholders will receive more timely 
information, reflecting improvements in 
technology and the increased rate at which 
information becomes out of date.

There will be more timely accountability 
to shareholders by requiring public 
companies to hold their AGM within 6 
months of the financial year-end

There is a new right for shareholders of 
quoted companies to have a resolution 
proposed for an AGM to be circulated at 
the company’s expense if received by the 
company before the financial year-end.

The government has made clear that 
it would like institutional investors to 
disclose how they use their votes. The Bill 
provides a power, which could be used to 
require institutional investors to disclose 
how they have voted.
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ENTERPRISE LAW ENTERPRISE

Companies Act 2006
The benefits to business
The statutory statement of directors’ general duties makes the well established law in this 
area more accessible and brings it into conformity with modern business practice.


