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Companies Act 2006 and charitable companies

The Companies Act 2006 has brought in important changes to how companies
are constituted and administered. This client information sheet aims to help you
understand the latest legislative requirements for charitable companies and
provides important information about the duties of directors now in force on 1
October 2007.

New rules in the Companies Act 2006 make important changes to how companies are constituted and
administered. The purpose of the Act is to assist businesses by cutting red tape. It is the longest Act ever to
be passed, having 1,300 sections, 47 parts and 16 schedules.

This client information sheet summarises:

m the new rules which are already in force affecting all existing charities set up as companies limited by
guarantee (see section one);

m the key changes affecting all existing charities set up as companies limited by guarantee brought in on 1
October 2007 (see section two); and

m the new statement of the duties of directors in force on 1 October 2007 (see section three).

All charitable companies should be aware of the changes brought in to date and will be able to take
advantage of new rules affecting members to ease company administration. A number of the new rules
apply irrespective of provisions in your charity's current articles of association.

We have focused on charitable companies in this note but the new rules will also affect all non-charitable
trading companies owned by charities and additional rules affecting companies limited by shares are likely to

apply.

Further changes to the rules will be brought in on 6 April 2008 and 1 October 2008. We will keep you
informed of these.

Recommendations

A review of your memorandum and articles of association

We recommend that the memorandum and articles of the following are reviewed to identify those areas that
need changing to take advantage of or to reflect all of the new rules:

m  all charities set up as companies
= all not-for-profit companies
m  all Community Interest Companies (CiCs), and

m  all trading companies owned by your charity.
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We also recommend a review of the memorandum and articles of association of any companies limited by
shares.

When to start?

Unless your charity has a particular need to make changes at this stage, we recommend that this takes
place when the full extent of the new rules is clear and model articles of association for companies have
been finalised by the Department for Business, Enterprise and Regulatory Reform (previously the DTI).

Please let us know if you are interested in receiving updates on when to start and how to carry out a review.

Put directors’ duties in your trustees' packs

In addition, we recommend that all directors of charitable companies are provided with a note of their duties
both as company directors and charity trustees as part of their trustees' pack.

Contact
For further information or advice, please contact:
Elizabeth Davis E: elizabeth.davis@bllaw.co.uk T:023 8085 7011

This publication is not a substitute for detailed advice on specific transactions and problems and should not be taken as providing legal
advice on any of the topics discussed.

Blake Lapthorn uses the information it holds about you to contact you where necessary if (for instance) you have registered to attend a
seminar that we are hosting or have requested information regarding the services that we provide. We will also use it to administer,
support, improve and develop our business and to contact you for your views on our services, as well as to let you know about other
products and services which we offer which may be of interest to you. We may send them by post, telephone or fax, email or SMS. If
you would rather NOT receive further information by any particular format, or at all, or if your details need updating, please contact Kay
Hogg on 01865 258010 or by email at kay.hogg@bllaw.co.uk

We will not disclose any of your personal identifiable information to any third parties without your express permission to do so, unless
we believe that we should do so to comply with the law.
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