Guidance No ferring Shares
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re capital and/or introduce new
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1. What is a shareholder?

A shareholder is the regist
referred to as a member o
shareholder enters into a
association of the compan
a contract would (subject
replaced - by the shareho
often also be bound by a s
(and the company) to regu

a company. A shareholder is also
ing a member of a company, that
ith the company. The articles of
its members in the same way that
the articles can be amended — or
cial resolution). Shareholders will
between the company’s members
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in the underlying assets of the
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company and on a winding up to
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As the company has a se
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shareholders do not havg
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2. What is share capital?

On registration of a comps
some, or all, of the shares
one shareholder detailed o
invested in a company by
a specified nominal value (
shares), the company iss
means the shareholders g4
shares means control over

b shareholders must agree to take
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bxchange the number of shares of
e divided into one or more class of
This investment in the company
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There is no ceiling on thd
chooses to impose one a
the Companies Act 2006
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Any’s issued share capital is the
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How many types or class pany have?

lasses, of shares as it wishes all
s attaching to each class of share
pciation of the company. However

A company may have as
with different conditions att
in the company will be set
typically the most common

3.1 Ordinary shares — {
the most basic tyg
restrictions attacheq
other classes of sha

ally have ordinary shares. This is
usually has no special rights or
orm the basis of the rights of the

3.2 Preference shares
meetings but carry
for distribution bef
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to carry a right to vote at general
ight to annual dividends available
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3.3 Non-voting shares
except the right to

Jentical rights to ordinary shares
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only redeemable s
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redeemed, they arq
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r out of capital. Where shares are
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3.5 Convertible shares
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3.6 Deferred shares —
or, except in extre
normally serve a p
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needed or relevant
shares. They are s{
ordinary shares ung
incentive to manage

yht to vote, to participate in profits
articipate on a winding-up. They
Al is being re-organised in such a
Xisting share capital is no longer
5 may be converted into deferred
b intention of being converted into
and are used as, for example, an

One of the main reasons fq
wish to issue shares to diff
investors on different terms
groups for voting rights al
group than another. Thereg
shares which carry some
class but have different rig
in a company’s articles of 3

bnt classes is that a company may
uch as friends, family members or
t when issuing shares to different
c to be more favourable for one
br example, have A, B & C class
out above for a particular share
ese rights will need to be reflected
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Is there a maximum and

All limited companies muj
concept of authorised sha
2006, there is no ceiling o
the company chooses to i
the necessary allotment a

are on incorporation and as the
blished under the Companies Act
hat a company can issue (unless
) provided that the directors have

What powers does a com allot new shares?

e class of shares do not need
hat class. They will automatically
class unless there is a restriction
)6).

The directors of a privatg
shareholder authority to is
have the necessary autho
in the company’s articles (g

Private companies with mg
shareholder authority for t
provision in the company
shareholders (s.551 Co
maximum amount of share|
the authorisation is valid,
conditions such as speci
identity of the allottees.

re (and public companies) require
shares. This can either be by a
or by ordinary resolution of its
h authorisation must state the
d must limit the time during which
han 5 years. It may also impose
b purpose of the allotment or the

Therefore, in many cases
allot new shares. Even
people, these procedures

bn authority by the shareholders to
the shareholders are the same

In accordance with section
of a new class or give th¢
existing and the new class
once it has more than one
the authority to allot undg
general authority to allot g
therefore more common tg
specific authority.

r allot a specific number of shares
hority to allot shares of both the
ill no longer apply to a company
bany that has previously relied on
ever wish to give its directors a
ss as well as the new class. It is
| a general authority rather than a

The resolution must state f{
the authority. A specific a
general authority usually s
rather than the total numb
changing if the company s

shares that may be allotted under
ber of shares to be allotted but a
inal value of shares to be allotted
b that the authority will not require
Dr consolidates its shares.

The resolution may be pag
resolution procedure. Mos
written resolution procedur

) of shareholders or by the written
opt to pass the resolution by the

A section 551 ordinary res
after it is passed.

Companies House within 15 days

What are pre-emption rig

Before a company can allo|
and if they do, whether thg
contains pre-emption rights

whether pre-emption rights apply,
bpplied. The Companies Act 2006
issue of new shares for cash (but
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not for other consideratio
company proposes to allg
employee share scheme)
shareholders in proportio
dilution mechanism.

bn 561 Companies Act 2006. If a
(except those allotted under an
hose shares first to the existing
them. This is effectively an anti-

resolution of the shareholders of
bn of the company’s articles of

Pre-emption rights can be
the company or can be
association.

Note that for a private co
directors a general authori
emption provisions. This is
must be passed by specii
articles.

iss of shares, members can give
complying with the statutory pre-
ion 569 Companies Act 2006 and
as a provision in the company’s

For companies with more t
rights in accordance with {
the directors are given gen

it is usual to disapply pre-emption
\ct 2006 and at the same time as
es.

A special resolution passq
general meeting of the sha

569 or 570 may be passed at a
N resolution procedure.

It is possible that as part g
with investors or lender
Accordingly, agreements
and any necessary consg
disapplication of pre-emptig

arrangements, it will have agreed
shares without their consent.
nvestors will have to be reviewed
y new share issue or proposed

How are new shares the

I to issue new shares, the number
ever, shares cannot be issued at
ore than their nominal value, the
ount.

Once you have established
of shares and their price 1
less than their nominal val
excess must be transferred

If new shares are to have
said to form a new class (
the Articles of Association.

rights to existing shares, they are
b will have to be incorporated into

Shares may be issued on
Articles do not permit partl
need not be in cash (e.g. t
at a value) and there are fe
are requirements as to the

id basis (but note that the Model
te companies, payment for shares
rn for the performance of services
ever, with public companies there
for shares prior to allotment.

olders within two months of issue.
ts (Form SHO1) must be filed with
capital. If resolutions have been
o allot new shares as well as dis-
pmpanies House within 15 days of

Share certificates must be
Within one month of such i
Companies House accomj
passed to give the directo
apply pre-emption rights, t
being passed.



How are shares transferr

If a shareholder wishes f
company the share certif
completed, stamped stock
to be addressed:

8.1

8.2

8.3

8.4
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hares, he should present to the
eing transferred together with a
bipt, the following issues will need

Stock Transfer For

You should ensure
transferor showing
the transferee. You
transferor and that
paid. There is md
completion of this fq

ansfer form has been sent by the
shares, the price and the name of
the form has been signed by the
bn the transfer of shares has been
pelow on the requirements and

Restrictions

You should check strictions on the transfer of shares

in the Company's A

Share Certificates

Most standard pri
enabling a record 1
and issued. When
certificate should b
the transferee. Wh
fresh share certific{
(known as a balang
with the register of

ncorporate a counterfoil system
ates which have been completed
transfer of shares, the old share
hare certificate must be issued to
bholder still holds other shares, a
m covering his remaining shares
] share certificates should be kept
e period.

Stamp Duty

Stamp duty is a sta
on a transfer of sha

prtain documents. It is chargeable

Shares transferred
shares made in co
fixed rate of 50p.
the consideration i
rounded to the neal
less, the instrumen

amp duty and certain transfers of
only require to be stamped at the
hargeable on transactions where
ate of 0.5% of the share price,
p duty is certified to be £1,000 or

ty.

For example, if the
payable will be £1
rounded up to the n

shares is £1,995, the stamp duty
£1,995 x 0.5% = £9.97. This is
10 of stamp duty is payable.

Whilst there is no 4
can have several
generally be used i
refuse to update the
not stamped.

y stamp duty, the failure to do so
. Unstamped documents cannot
ANy secretary will almost certainly
the transfer if the stock transfer is

s of the execution of the stock
nsferee to pay stamp duty. Once
HMRC, it should be sent to the

Stamp duty shoulg
transfer form. It is
the stamped form
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registrar of the co
share certificate. T

e been bought in, along with the
you with a new share certificate

HMRC’s website h
apply as well as an
payable.

stamp duty, the exemptions that
ing out the amount of stamp duty

Note that since 25t
HMRC. The form
HMRC provides ag
regime and care m
are available at

duty form should not be posted to
d. If the form cannot be emailed,
his is a change to the previous
erent risks of email. More details

8.5 Filings

A share transfer do
company’s first con
subsequent confir
shareholders (secti
members will also
company secretar
company’s PSC i
relevant change us
company keeps its
days commencing
PSC Guidance No
regime generally.

I to Companies House, however a
contain a list of shareholders and
report any changes to these
2006). The company’s register of
his will usually be done by the
results in any alterations to the
House must be notified of the
bd form (PSCO1 to PSCO09). If the
evant form must be filed within 14
ny amends its PSC register. Our
b in relation to this and the PSC

Are there restrictions on

ht restrictions on the transfer of its
third parties may all have rights to
pS,

Private companies have th
shares. Existing shareholds
prevent, or at least have ng

The articles of association
the ability of shareholders
need to be checked if a
emption rights which give
shareholder who wishes tq
existing shareholders may
been made to the exist
agreement in place betweg

often will) impose restrictions on
rticles of association will therefore
d. The articles often contain pre-
irst right to buy the shares of any
e transfer of shares other than to
er an offer at the same price has
may also be a shareholders
ating the transfer of shares.

The directors may also ref
The directors must give th
shares.

hnsfer on the register of members.
ptice of their refusal to register the

On certain occasions third
Whilst only the legal own
reflect the real situation ag
beneficial owner, this coul
arrangement there will ofts
and beneficial owner whi
proposed dealings in the
then be in a position to di

rights to restrict share transfers.
bgister of members, this may not
ares may actually be owned by a
lending arrangement. In such an
ust agreement between the legal
ner to give prior notification of
owner. The beneficial owner will
to whether to restrict a proposed
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Stock Transfer Form

Section 770(1)(a) of the Cd
a transfer of shares in the
delivered to it. There are 4
relevant to the transfer of §

b that a company must not register
br instrument of transfer has been
to this but they will largely not be
ompany.

A proper transfer is one c{
association will often spec
of the model articles for p
transferred by an instrume
by the directors. The usua
1963 (STA) (as amended)

p duty. The company’s articles of
nsfer may be used and article 26
by shares, require shares to be
| form or any other form approved
erned by the Stamp Transfer Act
s a stock transfer form.

The STA only applies to
company’s articles of ass
observed whenever partly
with model articles this wil
essential that a different fq
that the liability to pay furth

| therefore the requirements of a
of transfer instrument must be
ansferred. For private companies
5ing a stock transfer form but it is
erring fully paid shares to ensure
Iso transferred.

Stock Transfer Form J30
should be used to transfg
executed by the transferor
modifications) must also
transferee, as in doing so,
might be made on the sh
meaning that if a call falls ¢
(the person to whom the s

fully paid shares, but Form J10
ereas Form J30 should only be
tively the same as Form J30 with
50N receiving the shares — the
hbility to pay any future calls which
the transferor and the company,
settling it rests with the transferee
ed).

There is more detail on sh{
paid shares which can be §

I up in our guidance note on partly

Under the STA a stock tra ust:

e specify the particul r the transfer;

e include the name of ansfer;

e set out the name erson to whom the shares are
transferred,;
e include the descript] the transferred shares; and
e be executed by the
joint names, all the

hnsferred shares are registered in
ign the form).

If more than one class of
should be used.

ed, separate stock transfer forms

Id enter ‘Nil’ as the consideration
ares, state how much. If you give
ps, state what you’ve given, for
assumed £70,000.

If there is no consideratio
money. If you give conside
consideration other than
example, 100 ordinary Sha
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