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PREFACE TO THIRD EDITION.

Tre object of this work, as may be gathersd from the titla
page, is to supply promoters, shareholders, divectors, seore.
tavies, ereditors, and others with informalion upon the
many logal and practical questions which commonly arise
in connection with companies

In England alope there are many thovsand companies
formed under the Act of 1862, now carrying on business,
The capital invested in thess companiea amounta to several
hundred millions sterling,® and the number of such com-
panies incresses ab the mate of more than a thousand per
annum,

Moreover, Acta in terms almost identical with those of
the Companies Ack, 18632, are in forece in India, Australia,
Now Zoaland, and Canada, and large numbers of limitod
companies have been and ar from time to time being
formed under those Acts.

In thess cipewmstances, it is chvious that the nurber
of persons connected with and the ivterests involved im,
guch companies mnst be very large.

The Author has made extensive additions in the pressnt
edition. In particularan Appendix has been added on the
ecomversion of businesa concerns info Privete Companies;
a aubject which day by day is attracting mors attention.

The following abbrevistions are peed j—-

The Compunies Act, 1862 (30 & 26 Viet o 89), i
referred to as the Aot of 1862,

The Companies Act, 1867 (30 & 31 Viet. ¢ 131), s
referred to as the Act of 1867.

The Act 42 & 43 Viet ¢ 78, is reforred fo as the
Companies Act, 1879,

The Act 43 & 44 Viet. e 19, is roforred to as the
Companies Act, 1880,

The second edition of the Author's work (intituled
% Company Precedents for use in relation to companies
undey the Companies Acts, 1862 to 1880," is referred to
a8 *“ Company Precedenta.”

FRAKCIS B. PALMER.

i, NEw Squang, Liwcors's Inw,
December, TREL,

* Beo Appendix to the Repork of the Selecs Comomiiduer oh o
Houpe of Commons on the Companies heta, VRRL, 1B , Bremien 0L -
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THE

SHAREHOLDERS’ AND DIRECTORS®’
LEGAL COMPANION,

FRELIMINARY.

Parr I. of the Companies Act, 1863, permits of the
formation of companies of three kinda: {1) limited by
shares, (2) limited by guarmntes, (3) unlimited *

In this work it is intended to deal for the most part with
companies limited by shares, and accordingly in the follow-
ing psges, except whers otherwise expressed,

“ g compeny 7 means a company limited by shares,

A company is & body corporate, i.e., an arfificial person
crested by law. It comes into ewistence upon the issue
by the Registrar of Joint Stock Companies of a certificate
stating ita name, and that it is incorporated, and it com-
tinues to exist undil it bas been dissolved in accordance
with the provisions of the Act of 1862,

Every company formed under the Aect of 1862 hes its
“ Memumudum of Association,” which upon ita formation
is regiatered with the Hegistrar of Joint Btock Compunies,
and remaing in his custody: it states, among other things,
the name of the company, its objects, and the amount of
its capital,

* As to unlimited companies, sse infre, p. 97. As to companies
Lmnited lgoguuy.ntw. HES ng'::,lgx £1, 8b. ) .

A to the registration of m of commerce, and social, charit.
?.'bla, mllinﬁ.bmavulant societion without the word “Lil'nihd," BE8
T
H:;-t%m?gdﬂﬂf formiing & company under Part L of the Act,
#ea infra, D,

As to the formation of & by deed of sottloment wod wegn-
ﬂm‘ ¥

trativn under Part VIIL. of wek infre, AR
=



2 THE REGULATIONS,

In addition to this document, most companies so formed
hava © Articles of Association” (also registered), which
contain & series of rales for the regolation of the business,
and the determination of the respective righta, duties, and
powers of the sharholders, directors, and officers of the
company. Those companies o formed which have not got
articles of asaociation are governed by the regulations con-
tained in the Table marked A in the Fimt Schedule to the
Companies Act, 1862, A copy of Table A will be found
infra, p. 115.

Where a company has articles of association, they gema-
rally eontain a elanse declaring that “ Table A shall not
apply tothis company,” snd sceondinglyin such case Tabla A
has no application.  But in other cases the articles of asso-
ciation only eontain & small number of rules, and provide,
that subject to these rnles Table A shall spply, or at any
rate do not exclude Table A, In zoch eases the company
is governed by its articles, ao far as they go, and in other
metters by Table &, for Toble A spplies so fur as it ia
nof expresly excluded. TIn the following pages the
BXPression

“THE REGULATIONS™

of the company, means the regulations which in sh case
may happen to be applicabls, whether the same are (1)
articles of association entirely excluding Table 4 ; or 22}
the regulations contained in Table A, where that Table is
not exeluded; or (3} articles only in part excluding
Tabls &, together with what ie not exelnded,

Sections 19 and 54 of the Act of 1862 require that a
copy of the memorandum and articles of association, and of
any special resolutions that may have leen passed, shall be
forwarded to every member at his request on peymont of the
eum of one shilling, or such lesssum as may be prescribed by
the company foreach eopy. In default, thecompany ineurs a
penalty for each offence, not exceeding one pound., Fvery
gharsholder ought to procure a copy of the memorandum
and articles of association of his company, for in the words
of the Master of the Rolls * he must be taken to have read
them, and must be taken to have understood them.”

As to altering the regulations, see infra, p. 58.



MEMBERBHIP. 3

HOW A PERSON MAY BECOME A SHARE-
HOLDER.

The expressions * a shareholder in a company,” and “a
member of & company,” am eyronymous in the case of a
company limited by shares. Every shareholder is & member,
and wiee verad.

A person may beeome a shareholder in thres ways :—

1. By subscribing [i.e., signing] the memorsndum of
asaociation,

2. Byagreeingwithihe comapanyto take a shave or chares,

3. By taking a transfer of a share or ehares.

As to {1). A form of memorandum will be found infra,
p. 153, and it will be seen that the subscribars agree to take
the number of shares set opposite their rospective namee,
This dosument having been registered, each of the sub-
geribars is lagally entitled to the mmmber of shares set oppo-
site his name, and he may call on the directors to issue to
him certifieates of title to such shares, anid n the abssnee of
an agresmant to the eontrary, duly filed with the Ragisirar
[#upra, . 10] befors the issus of the shares, he is bound te

jrfm't.hn in cagh when called on to do so.
m{ﬂ} Thiz = the mode in which most persons be-
The agreement is yenerally come §p as

{u} Thaapphmtmgnsmm alettorin these terms . —

To the directors of the —— Company, Limjtad,

Ganthmm,—ﬁlﬁngpﬂiﬂ!uthﬂeompuramﬂitltm-—
Bank the sum of ———, behwln deposit ﬂ!m—tu pe:‘ulgrﬂtﬂ o [10]
haros in the sbove heraby ma
:mmhufmnt‘a:nrm, i % hwﬂmﬂ any less numbear
that may be l.M-ulh me.

{ﬁ} The company (1., the directors acting on its hehalf)
allots shares in acoordance with the application, and notjes
is sent as follows:—

The —— Company, Limited.
8ir,—1I am directed to inform you that in eomplianes with your

applicetion, dated, &e., 10 shares of £10 each in the sbove company
hnwbpenlil«mmyw. I am, &c.,

Buch letter requires a ld. impressed diammp.
The applicant is not bound uniil Yoe e @mm



4 MEMBERSHIP.

notice of allotment iz posted. Tp to that time he may
withdraw kis application, and if he does he will be enti tled
to have the deposit returned.

This is not the only way in which the agroement may
ba coms to, eg. : If the secrotary, or a director, or some
other person authorised to act on behalf of the company,
offors & person shares, and smch person accepts the offer,
he is bound.

As to (3). Many persons scquire shares by purchasimg
them from shareholders, sither divectly or throngh the in-
tervention of & broker. In such case the vendor in due
coutse execmtes a transfer of the shares fo the purchaser.
Hea form of swch & docoment, Table 4, cl. 9; and the transfer
heving been presented to the direstors for registration
will be registered by them; and the name of the trans-
ferree entered in the register of members as the holder of
the shares apecificd in the tranefer, and & certificate of title
will be issued to him. The samne course is taken where the
hu.}rnfarmmndegnﬁm Bee, further, &8 to tranefer, infira,

&t seyf
thpﬂnmmufbﬂﬂmﬂudluﬂhuidﬂr,bntﬂmdm
may refuse to admit 2 person of unssond mind, an infant,
& married women nob contracting in respect of hﬁr separate
estate, or & persom otherwise incapaciteted.

A merried woman may, however, bevome & sharcholder
mhmmnght,mutubmdharsepmﬂ.ﬁ eatate, where
the contract to take the shares is made on the eredit of hep
scparate estale, provided that the regulations do not exclude
mareied women from being shareholders.

In such ¢asn, in the letter of application for the
ahares, the married woman should say, *T1 make this
application cpon the eredit of and so0 as o0 bind my
separate estate.”

Bee also section 4 of the Married WmmanpartyABt,
1870 (33 & 34 Viet. ¢, 93), infra, p. 14.

A firm may become s member, and so may o mmpanjr
or other body corporate, provided the taking of shares is
within ite objecte. In the case of s compeny under the
Aect of 1882, this depends on the ohjecta clavse of the

memorandum. If that expressly or impliedly authorises
the company to tuke and hold shares in another company,
it 1.;:]; be legal soto do.  Bee, further, Company Precedents,
p 10



