
In this update to 
our article of May 
2009, we review 
the changes made 
to the Companies 
Act 2006 to 
implement the 
Shareholder 
Rights Directive 
and remind 
companies of 
the steps to be 
taken at annual 
general meetings 
to preserve the 
right to call other 
general meetings 
on 14 clear days’ 
notice.

IN THE FIRST SUBSTANTIAL CHANGE TO THE COMPANIES ACT 2006 (THE 2006 ACT), 
THE COMPANIES (SHAREHOLDERS’ RIGHTS) REGULATIONS 2009 AMEND CERTAIN 
PROVISIONS OF THE 2006 ACT RELATING TO GENERAL MEETINGS. THESE CHANGES 
CAME INTO FORCE ON 3 AUGUST 2009.

Why have changes been made so soon after the introduction of the relevant part of the 
2006 Act? 

The reason for the revisions is two-fold:

•	 to	implement	the	provisions	of	the	EU	Shareholder	Rights	Directive	(227/36/EC)	(the	
Directive).	These	provisions	affect	only	“traded	companies”	(companies	incorporated	in	
the	EU	whose	shares	are	traded	on	a	regulated	market	such	as	the	main	market	of	the	
London	Stock	Exchange	but	not	AIM)	and	aim	to	improve	the	corporate	governance	of	such	
companies;	and

•	 to	address	a	number	of	issues	that	have	come	to	light	since	the	implementation	in	October	
2007	of	the	2006	Act’s	provisions	on	general	meetings.	This	category	of	changes	applies	to	
all	companies.

What are the main changes? 

For	traded	companies,	these	include	the	following:	

•	 notice of general meetings:	the	notice	period	for	the	annual	general	meeting	(AGM)	of	
traded	companies	will	remain	at	21	clear	days.	However,	traded	companies	may	rely	on	the	
provision	in	the	2006	Act	which	permits	a	notice	period	of	14	clear	days	for	other	general	
meetings	if:

–	they	have	passed	a	shareholder	resolution	to	this	effect	as	a	special	resolution	at	the	last	
AGM	or	at	a	general	meeting	held	since	then;	and	

–	they	offer	all	members	the	facility	to	vote	by	electronic	means.	This	condition	is	met	If	
members	are	offered	the	facility	to	appoint	a	proxy	by	means	of	a	website.

	 If	these	conditions	are	not	met,	a	notice	period	of	21	clear	days	will	apply	to	all	meetings.

	 Accordingly,	traded	companies	which	have	amended	their	articles	to	reduce	the	notice	period	
for	general	meetings	other	than	AGMs	to	14	clear	days	will	automatically	be	subject	to	a	notice	
period	of	21	clear	days	for	such	meetings,	unless	they	take	steps	to	preserve	their	position.

	 It	should	be	noted	that	the	provision	of	a	voting	system	offered	by	CREST	is	not	sufficient	for	
the	purposes	of	satisfying	the	requirement	to	offer	members	the	facility	to	vote	electronically,	
as	the	facility	needs	to	be	available	to	all	members;

•	 additional contents requirements for notice of meetings:	notices	of	meetings	should	now	
include:	the	address	of	a	website	where	certain	meeting	information	is	available	(see	below);	
the	record	date	for	the	meeting;	details	of	the	procedure	to	attend	and	vote	at	the	meeting;	
details	of	proxy	forms;	and	a	statement	of	the	right	of	members	to	ask	questions.	Where	an	
AGM	notice	is	given	more	than	6	weeks	before	the	date	of	the	AGM	it	should	also	include	an	
explanation	of	the	of	members’	right	to	requisition	resolutions	to	be	tabled	at	the	meeting	and	
the	new	right	for	members	to	include	a	matter	in	the	business	to	be	dealt	with	at	the	meeting	
(see	below);	
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•	 Chairman’s casting vote:	the	saving	provision	that	allows	companies	registered	before	1	
October	2007	to	retain	or	re-instate	provisions	in	their	articles	giving	the	Chairman	a	casting	
vote	at	shareholder	meetings	ceases	to	apply	to	traded	companies.	Accordingly,	provisions	in	
the	articles	giving	the	Chairman	the	right	to	a	casting	vote	will	be	invalid;

•	 participation of shareholders in general meetings:	members	of	traded	companies	have	
a	statutory	right	to	ask	questions	at	general	meetings	relating	to	the	business	of	the	meeting	
and	the	company	is	under	an	obligation	to	answer	such	questions,	unless	the	directors	can	
demonstrate	that	to	do	so	is,	for	example,	undesirable	in	the	interests	of	the	company	or	the	
good	order	of	the	meeting.	In	addition,	members	have	a	new	right	to	require	the	company	to	
include	a	matter	other	than	a	resolution	in	AGM	business.	This	right	is	subject	to	the	same	
requirements	as	apply	to	the	right	to	requisition	a	resolution.	Any	such	requests	must	be	
received	not	later	than	6	weeks	before	a	meeting	or,	if	later,	the	time	of	the	giving	of	notice	for	
the	meeting.	There	are	additional	rules	relating	to	the	expenses	of	such	requests;

•	 voting record date:	the	voting	record	date	for	a	meeting	must	be	determined	by	reference	
to	the	register	of	members	not	more	than	48	hours	before	the	time	for	holding	the	meeting,	
ignoring	any	part	of	a	day	that	is	not	a	working	day.	The	relevant	CREST	regulations	are	to	be	
amended	with	effect	from	1	October	2009	to	match	this	requirement;

• facilitation of electronic communications:	traded	companies	must	include	an	electronic	
address	in	every	instrument	of	proxy	sent	out	in	relation	to	general	meetings	as	well	as	in	
every	invitation	to	appoint	a	proxy;

•	 website requirements (prior to a meeting):	prior	to	a	meeting	a	traded	company	must	
publish	certain	information	on	a	website,	including:	the	matters	set	out	in	the	notice	of	the	
meeting;	the	total	numbers	of	voting	shares	and	classes	of	voting	shares;	and	the	total	voting	
rights	for	each	class	of	share	(taken	at	the	last	practicable	date	before	giving	notice).	This	
information	must	be	available	from	the	first	date	on	which	the	notice	is	sent	until	the	end	of	
the	meeting.	Any	members’	statements	or	member-	requisitioned	resolutions	or	matters	of	
business	must	be	added	as	soon	as	reasonably	practical;	and

•	 website	requirements	(following	a	meeting):	following	a	meeting	a	traded	company	is	
required	(in	addition	to	the	current	requirements	relating	to	the	publication	of	poll	results)	to	
publish	the	total	number	of	votes	validly	cast;	the	proportion	of	the	company’s	issued	share	
capital	as	at	the	voting	record	time	represented	by	those	votes	and	the	number	of	abstentions	
(if	recorded).

For all companies,	the	changes	include	the	following:

•	 enhancement	of	shareholder	rights:	members	representing	at	least	5%	of	voting	rights	will	
be	able	to	require	directors	to	call	a	general	meeting.	At	present,	the	threshold	is	generally	
10%	(subject	to	some	exceptions);

•	 proxies:	a	proxy	appointed	by	more	than	one	member	now	has	one	vote	if	instructed	to	vote	
the	same	way	by	all	those	members	but	may,	if	instructed	to	vote	in	different	ways,	have	one	
vote	for	and	one	vote	against	a	resolution.	This	clarifies	the	position	under	the	2006	Act;	and	

•	 corporate	representatives:	the	voting	rights	of	multiple	corporate	representatives	have	been	
clarified:	If	a	corporation	appoints	more	than	one	representative,	the	representatives	can	
validly	vote	in	different	ways	(on	a	show	or	hands	or	a	poll)	providing	that	they	each	vote	in	
respect	of	different	shares.	

What steps should traded companies take to preserve the 14 day notice period for the 
company’s general meetings? 

Traded	companies	which	have	adopted	a	notice	period	of	14	clear	days	for	their	general	
meetings	and	wish	to	retain	this	will	need	to	pass	a	rolling	resolution	to	this	effect	at	each	year’s	
AGM	and	also	ensure	they	meet	the	requirements	as	to	electronic	voting.

Are there any other steps companies should be taking?

Yes:	companies,	in	particular	traded	companies,	will	also	need	to	review	their	procedures	
in	relation	to	general	meetings	given	the	other	changes	to	the	law	in	this	area,	in	particular,	
the	contents	requirements	for	the	notice	of	the	meeting	and	pre	and	post	meeting	website	
requirements.	

These changes 
came into force 
on 3 August this 
year and apply 
to any general 
meeting of which 
notice is given, 
or first given, on 
or after that date. 
The overriding 
aim of the EU 
Shareholder 
Rights Directive 
is to facilitate 
and encourage 
effective 
shareholder 
control of EU 
companies.
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If	you	do	not	wish	to	receive	further	legal	updates	or	information	about	our	products	and	services,	please	write	to:	Richard	Green,	Hammonds	LLP,	Freepost,	2	Park	Lane,	Leeds,	LS3	2YY	or	
email	richard.green@hammonds.com.	

These	brief	articles	and	summaries	should	not	be	applied	to	any	particular	set	of	facts	without	seeking	legal	advice.	©	Hammonds	LLP	2009.	

Hammonds	LLP	is	a	limited	liability	partnership	registered	in	England	and	Wales	with	registered	number	OC	335584	and	is	regulated	by	the	Solicitors	Regulation	Authority	of	England	and	
Wales.	A	list	of	the	members	of	Hammonds	LLP	and	their	professional	qualifications	is	open	to	inspection	at	the	registered	office	of	Hammonds	LLP,	7	Devonshire	Square,	London	EC2M	4YH.	
Use	of	the	word	“Partner”	by	Hammonds	LLP	refers	to	a	member	of	Hammonds	LLP	or	an	employee	or	consultant	with	equivalent	standing	and	qualification.

FURTHER INFORMATION

For	more	information	relating	to	this	article,	please	contact:

Christian Lowis
Corporate	Strategy	&	Finance,	Birmingham	
T:	+44	(0)121	222	3369	
F:	+44	(0)870	458	2712
M:	+44	(0)7825	171895		
E:	christian.lowis@hammonds.com

Steven Glover
Partner:	Corporate	Strategy	&	Finance,	Leeds	
T:	+44	(0)113	284	7476		
F:	+44	(0)870	460	3473		
M:	+44	(0)7931	542947		
E:	steven.glover@hammonds.com

Andrew Pike
Partner:	Corporate	Strategy	&	Finance,	Leeds
Corporate	Strategy	&	Finance
T:	+44	(0)113	284	7253	
F:	+44	(0)870	460	3106
M:	+44	(0)7711	540527
E:	andrew.pike@hammonds.com

Nick Williams
Partner:	Corporate	Strategy	&	Finance,	London
T:	+44	(0)20	7655	1632	
F:	+44	(0)870	458	2814	
M:	+44	(0)7979	693955	
E:	nick.williams@hammonds.com

Jane	Haxby	
Partner:	Corporate	Strategy	&	Finance,	Manchester	
T:	+44	(0)161	830	5144		
F:	+44	(0)870	460	2753	
M:	+44	(0)7764	146411		
E:	jane.haxby@hammonds.com

We	would	also	recommend	a	review	of	companies’	articles	both	in	light	of	these	changes	and	
also	in	view	of	the	provisions	of	the	2006	Act	due	to	be	implemented	on	1	October	this	year.	For	
companies	that	did	not	up-date	their	articles	last	year,	this	review	should	also	take	account	of	the	
other	changes	introduced	by	the	2006	Act.	

Companies	should	review	the	ICSA	“Guidance	on	the	Implementation	of	the	Shareholder	Rights	
Directive”	and	also	take	into	account	the	recent	guidance	documents	published	by	the	various	
investor	bodies.	These	include:	the	revised	guidance	of	the	Association	of	British	Insurers	(ABI)	
on	the	authority	to	allot	shares	under	s.	80	of	the	Companies	Act	1985;	the	ABI’s	new	guidelines	
on	articles	of	association	and	AGMs;	together	with	the	updated	voting	guidelines	published	by	the	
National	Association	of	Pension	Funds	(NAPF)	for	the	2009	AGM	season.	


