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PREFACE

The Companies Act 1980 makes substantial changes to the law relating to
companies and company securities. It had a tortuous passage through Parlia-
ment and the end product enshrines many clauses originally drafted for the
Labour government’s abortive 1978 Bill.

The Act implements the 2nd EEC Directive on company law; regulates
transactions where directors have a conflict of interest; alters the rules about
loans made to directors and their associates; requires directors to look to the
interests of employees; modifies the rule in Parke v. Daily News, Ltd.; strengthens
the position of minority shareholders; outlaws insider dealing in company sec-
urities and it revises the penalties and modes of trial for offences under the
1948, 1967 and 1976 Companies Acts. This produces a picture of some complexity
and it has consequently been more than a little difficult, without the benefit of
hindsight, todistil the essence of the Act for the purposes of this book. Nonetheless,
I hope that I have placed the Actin context and outlined the purport and probable
effectofits provisions. Thetextofthe Act (withannotations) and the 2nd Directive
are set out in full and it is my hope that any details necessarily excluded from the
narrative are dealt with in one of those places.

July 1980 Danier D. PRENTICE
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CHAPTER 1

INTRODUCTION

Throughout this book, unless otherwise stated or the context otherwise requires, the
expressions ““the Act’ or “the Act of 1980 refer to the Companies Act 1980. Reference to a
section (e.g., “section” or “s. 27°) will be to that section of the Companies Act 1980. All other
Companies Acts™® will be appropriately identified.

When the Companies Act 1980 (the first Companies Act by a Conservative
government since Stanley Baldwin) was initially tabled its principal purpose was
the implementation of the Second Directive' on Company Law. During its
legislative odyssey, which started in the House of Lords, it was substantially
added to, partly as a result of opposition urgings and partly because the govern-
ment had a change of heart, and during the commitiee stage in the House of
Commons a cluster of provisions dealing mainly with the duties of directors were
incorporated. Another Companies Act is promised for the 1g80—81 session of
parliament’ which, in part, will be designed to implement the Third® and Fourth
Directives’. A number of observations can be made on the effect of the Com-
panies Act 1980 and more generally on the present state of company law reform.
(1]

First, our obligation to implement the various EEC directives on company
law has already (and will more so in the future) entailed a change in the
legislative style of Companies Acts. Given continental influences and the need to
guarantee a broad level of uniformity among the company law regimes of
member states of the EEC, it is inevitable that such acts will be more rigid and
prescriptive than they have been in the past. Also, in the United Kingdom many
aspects of corporate affairs have not been subject to legal control, or controlled
within a very loose legal framework, because of the heavy reliance placed on
self-regulation and self-proclaimed codes of conduct promulgated by the various
participant groups in the securities industry. In the future, because of our need to
implement the various company law directives, we will inevitably come to rely
less on this regime of self-regulation. As the House of Lords Select Committee on

* The phrase “the Companies Acts 1948 10 19807 is defined in s. go(2) of the 1980 Act to embrace not
only the major Compames Acts but also, the Companies (Floating Charges and Receivers) (Scotland)
Act 1972, the European Communities Act 1972, s. g, the Stock Exchange (Completion of Bargains)
Act 1976, ss. 1-4, and the Insolvency Act 1976, s. g. The phrases, “the 1948 Act™, “the 1967 Act” and
“the 1976 Act” refer to the Companies Acts of these years respectively: s. 87(1).

" OJ 1977, L26/1.

! Parliamentary Debates, House of Lords, Vol. 401, Col. 105, Although subsequently this
promise became much less certain: Parliamentary Debates, House of Lords, Vol, 407, col. 583.

* 0] 1978, L2gs/36.

*OJ 1978, L222/11.



