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INTRODUCTION AND SUMMARY 
 

The Role of UKSA 

The UK Shareholders' Association is the only democratically-governed body representing 
private shareholders throughout the UK. 

Many of our members regularly attend General Meetings of their companies.  As a result, it 
is likely that our members have more extensive experience of what actually happens at 
these meetings, from a shareholder perspective, than any other participants in the Review. 

At various stages in the Review, we have expressed concern at the absence of direct 
representatives of private shareholders from any of the Review bodies.  This is of 
particular relevance to the consultation on General Meetings: the General Meeting, as an 
physical event at which directors come face to face with, and must answer to, those 
members present at the meeting, is an especially important forum for private shareholders 
because we are excluded from almost all the other, informal meetings at which directors 
seek to maintain good relations with their major investors1.  Company directors and 
institutional shareholders are directly represented on Working Group F; it is therefore 
doubly important that the concerns of private shareholders, who are not represented, should 
be given the most careful consideration. 

 

Main Points of Our Response 

Our response covers much ground, and its structure is largely determined by the format of 
the consultative document.  We have therefore tried to bring together some of our most 
important points below, in a logical sequence, to show how our proposals interrelate. 

All our responses are concerned only with companies listed on recognised stock markets.  
Throughout this document, we have generally referred to the 'General Meeting' rather than 
the 'AGM', because most of our responses apply equally to AGMs and EGMs. 

It is fundamental to our response that the AGM must not be seen as optional (Q1-4), but 
that improvements should be sought in its operation instead. 

General Meetings should continue to be physical events, taking place at a single 
location (Q5-14). 

Every member should be entitled to attend General Meetings, regardless of the size of 
his or her holding (Q22). 

The proposal to defer polling until after the General Meeting has ended (Q33-35) is 
probably the single most important positive measure being proposed, and we warmly 

                                                           
1 We emphasise above that directors 'must answer to' members present at the General Meeting because the 
show of hands taken at the meeting is the only means by which those members can express their collective 
opinion.   



UKSA Response Company Law 2: General Meetings &c Page 4   

support it: it will reestablish the General Meeting as a pivotal event, because what happens 
at the meeting, and the views expressed collectively by those present, may determine the 
result of the deferred poll. 

However, deferred polling can only achieve its intended purpose if voting by show of 
hands is maintained - and indeed strengthened (Q32,Q57D): without the show of hands, 
those present at the meeting cannot express a collective view on each resolution, and those 
who are not present have no reliable record of events at the meeting. 

Even if deferred voting is not adopted, abandoning show of hand voting would destroy the 
meeting as a forum for private shareholders to express their concerns collectively, and 
would lead to a collapse in attendance (Q32). 

We propose that companies should publish advance provisional notices of General 
Meetings electronically, via the internet, giving at least 10 working days' notice of the 
deadline for receipt of members' amendments and resolutions.  The final, printed agenda 
would then incorporate any members' resolutions and amendments (Q57A).  This would 
resolve the major practical difficulties associated with amendments submitted by 
members. 

The support thresholds for members' resolutions should be reduced, and qualifying 
resolutions received before the above deadline should be circulated with the final, printed 
agenda at the company's expense (Q39).  

Members' amendments received before the above deadline should be subject to the same 
support threshold requirements as members' resolutions, and should also be circulated with 
the final, printed agenda at the company's expense (Q57A/B). 

Amendments from members raised after the agenda has been printed can potentially create 
significant expense and delay.  We propose that they should be subject to the same support 
threshold requirements as members' resolutions, but must then be submitted to a show of 
hands at the General Meeting.  Late amendments would only have to be submitted to a 
deferred poll of the full membership if they had been accepted by the show of hands (Q36). 

Subject to the above tests, members should have the right to propose amendments to all 
AGM or EGM resolutions, whether special, extraordinary or ordinary, and regardless of 
any contrary provisions in company Articles (Q57C). 

The AGM agenda should include items inviting members to receive and approve the 
annual reports and accounts (Q17). 

The right of members to requisition an EGM should be retained (Q49). 

Insulated directorships should be prohibited by statute (Q57E). 

Selective disclosure of price-sensitive information should be addressed flexibly, using 
regulations that can be easily upgraded to reflect technological advances (Q54). 

 

Nominee Accounts 
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We are also concerned at the almost total absence of references to nominee accounts, 
which we raised as a major concern in our response to the Review's 'Strategic Framework' 
consultation.   We have not addressed this within our detailed response because we 
understand that it is being considered elsewhere in the Review; however, the lack of 
comment in this document suggests that the Working Group may not appreciate the sheer 
scale of the problems nominee accounts create for private shareholders wishing to 
participate in General Meetings in any way: we have great difficulty in receiving notice of 
General Meetings, in submitting resolutions or amendments, in voting (by proxy or by 
show of hands), or in attending and speaking at company General Meetings; as a result, 
many of our members dearly wish to participate in General Meetings but find it virtually 
impossible to do so.  Personal Membership of CREST should resolve this problem but does 
not, because most brokers do not offer it, because most private shareholders are not aware 
of its existence and because the millions of shareholders who invest via self-select PEPs or 
ISAs are obliged to hold their shares in nominee accounts.  Nominee accounts are therefore 
a significant factor in limiting the effectiveness of General Meetings. 

Other Matters 

Throughout this response, we have adopted the following format, for clarity: Consultation 
Questions are reproduced in full, in bold and underlined; the main points in our 
responses are in bold; detailed arguments and additional points are in plain text. 

All earlier UKSA submissions referred to in this document are available on request, from 
the Policy Co-ordinator, Toby Keynes (tel.020-7370 7416 or email 
toby.keynes@which.net). 



UKSA Response Company Law 2: General Meetings &c Page 6   

 

DETAILED RESPONSE TO THE CONSULTATION QUESTIONS 
 
 
ENABLING PUBLIC COMPANIES TO DISPENSE WITH THE AGM  
 
Q1: Do you think that the right to dispense with the AGM should be extended to 
public companies? 
 
Absolutely not: we would be utterly appalled if this proposition were to be applied in 
relation to listed companies. 
 
It is fundamental that all members of listed companies must continue to have a 
formal opportunity to debate the company's affairs amongst themselves, in the 
presence of the directors, to question the directors and to hold those directors to 
account.  There can be no adequate substitute for a formal face-to-face meeting at 
which those members present are able to express a collective view on each resolution 
by show of hands. 
 
 
AGMs as a forum for private shareholders 
 
We are particularly concerned because, as the consultative document acknowledges, 
almost all private shareholders are generally excluded from the directors' informal 
discussions with institutional investors: the AGM is the only forum to which all 
shareholders (except those disenfranchised by nominee accounts) are guaranteed the right 
to participate.  This is especially relevant because there are many instances (such as 
corporate reconstructions or share placings to institutions) where private shareholders may 
consider that they have not been given equal treatment with other shareholders: if there is 
no AGM, the great majority of shareholders might be excluded from the decision-making 
processes altogether and denied a formal and effective opportunity to express our concerns. 
 
Having said that, the present situation is highly unsatisfactory. 
 
 
The AGM as a factor in corporate decision-making 
 
The consultation document states, incorrectly, that 'the reality of the position is that such 
debates do not make any difference in practice in the vast majority of cases' (para.24). 
 
This is not quite correct: AGM debates do put very effective pressure on directors to justify 
their positions.  Our members have been present at many meetings at which the strength of 
opposition (or support) among the private shareholder members for directors' conduct has 
become very clear, and has been followed shortly after by change in company policy or in 
the board's make-up.  The more famous historic instances (such as British Gas and  
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Yorkshire Water) are only the tip of the iceberg.  A typical recent instance involved the 
1999 Aortech AGM, at which our members raised questions about an institutional placing 
of shares that had taken place on the same day that a major partnership agreement was 
announced, causing the market price of the shares to increase in value to £3, against a 
placing price of 98p; the directors had not appreciate the strength of feeling among those 
members who were excluded from the placing, and the Chairman promised that any future 
fundraisings would be handled very differently. 
 
It is true that AGM debates very rarely determine whether resolutions are carried, because 
proxy votes have usually determined the result in advance of the meeting.  This is the main 
reason why AGMs are poorly attended, and usually receive little coverage. 
 
However, this problem would be dramatically resolved by the proposal for deferred voting 
(Q33): once the AGM becomes a forum that can determine the outcome for resolutions, 
members will be more motivated to attend and participate, financial institutions will be 
more likely to take an active interest in the meeting, and reluctant directors will feel 
obliged to treat the event with all due seriousness.  Those directors who are frustrated by 
the present inadequacies of the AGM should welcome the resulting increase in attendance 
and interest. 
 
Responsible and competent directors should also welcome opportunities to meet their 
non-institutional members, to hear their views and to maintain good relations with them.  
AGMs provide a suitable forum for this.  However, AGM law needs to ensure that the 
minority of directors who would prefer not to face dissatisfied or concerned members 
cannot easily evade their responsibilities to those members. 
 
 
Disruption of AGMs by pressure groups 
 
The consultative document refers to 'some leading companies' where 'representatives of 
pressure groups' have sought to disrupt AGMs, reducing the value of the AGM for 
'genuine' shareholders and creating considerable cost and management disruption (para.14).  
A director of British Aerospace presented this position to a UKSA members' meeting in 
1999. 
 
However, such events appear to affect only a tiny minority of listed companies and, as far 
as we are aware, have never prevented the business of a British AGM from being 
completed.   
 
It would be grotesquely inappropriate for such rare incidents to be used as an excuse for 
dismantling the AGM. 
 
In any event, the common law rules for the conduct of meetings are quite adequate as a 
safeguard against the disruption of meetings. 
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Q2: If so, do you think that it would be necessary for the law to prescribe procedures 
and a timetable to ensure that the purposes of information, debate, accountability 
and decision taking now served by the AGM are satisfactorily met by other means? 
 
No - for listed companies, the AGM's proper functions cannot be satisfactorily met by 
other means! 
 
 
Q3: Should it be possible for a company to dispense with the AGM only by unanimity, 
or with the support of holders of 90% of the votes, or by some other majority? 
 
Not applicable - see Q1. 
 
 
Q4: Should the requirement to hold an AGM be restored if 10%, or some other 
minority proportion, of holders of votes so wish? 
 
Not applicable - see Q1. 
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IMPROVING THE PRESENT LAW RELATING TO THE AGM 
 
 
WHAT MAY CONSTITUTE A MEETING 
 
  
Q5: Do you think that a company should be permitted to hold a general meeting at an 
unlimited number of locations, provided that real time, two way communication is 
available between all participants. 
 
No: full participation by those not present at the main venue is not practically 
achievable, so the law must continue to ensure that all shareholders are entitled to 
attend at the main venue.  However, directors should be encouraged to allow 
members based in other regions and countries to participate informally. 
 
We are keenly aware that members outside the region in which a General Meeting is held 
can only attend with considerable effort and expense.  This problem affects all UKSA 
members.  Being able to see, hear and even speak to the General Meeting via audio-visual 
links, regardless of where it was being held, would be a major benefit. 
 
However, we have to question whether any legal reforms would be required in order to 
allow directors to make such arrangements.  
 
The only enhancements that might require legal reform would be the option for members at 
satellite venues to vote - and this is largely resolved by the proposal for deferred voting 
(Q33). 
 
On the other hand, there are significant risks of abuse: some directors would inevitably 
wish to stage-manage the event by restricting access to the main venue: it is far easier to 
sideline members who are not physically present in the same room. 
 
It is also far more difficult, perhaps impossible, for members to determine whether 
show-of-hand voting is properly conducted if it is conducted simultaneously at more than 
one venue - even with audio-visual communications. 
 
On balance, our view is that the legal business of a General Meeting should be conducted at 
a single physical venue, even for a multi-national company, but that directors should be 
warmly encouraged to provide links to meeting-rooms in other regions and countries where 
appropriate. 
 
 
Q6: If so, should audio-visual communication be required, or should audio 
communication suffice? 
 
Not applicable - see Q5. 
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Q7: Should the law be sufficiently flexible to recognise any form of multilateral real 
time communication as a "meeting". 
 
Absolutely not: a single, physical location must continue to be at the heart of the 
General Meeting.  The scope for abuse by directors is enormous if they can prevent 
members from being present at a single, physical location where the meeting takes 
place. 
 
 
Q8: If so, is statutory provision needed to ensure this flexibility? 
 
Not applicable - see Q7. 
 
 
Q9: Should a decision to hold an AGM by some form of remote communication 
require shareholder approval? 
 
Not applicable - see Q7. 
 
 
Q10:(a) If so, should this be by ordinary or special resolution? 
        (b) How might provision for a quorum for a dispersed meeting be formulated? 
 
Not applicable - see Q7. 
 
 
Q11: Would you answer questions 5-10 differently for public and private companies? 
 
All our replies relate solely to public, listed companies. 
 
 
Q12: Do you think that a company should be permitted to hold a 'virtual' general 
meeting, substituting interactive communication through an electronic bulletin 
board for face to face contact? 
 
Absolutely not. 
 
Virtual discussions are a very useful way for directors to communicate with their members, 
and directors should be encouraged to organise or participate in such events.  However, 
they are no substitute for the General Meeting, because, as the consultative document states, 
they do not have 'the discipline on the directors of face to face real time contact with 
shareholders' (para.30). 
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Q13: If so, should this require unanimous agreement of the members or should some 
lesser requirement be imposed? 
 
Not applicable - see Q12. 
 
 
Q.14: Would you answer questions 12 & 13 differently for public & private 
companies? 
 
All our replies relate solely to public, listed companies. 
 
 
TIMING OF THE AGM 
 
 
Q15: Do you agree that the present statutory requirements on the timing of the AGM 
(CA1985, section 366(2) and (3)) should be replaced, for both private and public 
companies, by a requirement to hold the AGM within the period allowed for the 
laying of the annual report & accounts? 
 
Yes. 
 
 
Q16: If so, should there be an additional requirement for a newly formed company to 
hold its first AGM within 12 months of incorporation, regardless of the absence of 
statutory accounts? 
 
Yes. 
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THE AGM AGENDA 
 
 
Q17. Do you think that the items of recurring business referred to in paragraph 35 
should be required by statute to be included in the agenda for the AGM of both 
private and public companies? 
 
Yes 
 
However, the wording used to describe the first three items of business listed in 
paragraph 35 requires clarification, to the effect that these items are: 
• to receive and approve the annual accounts; 
• to receive and approve the directors' report; 
• to receive and approve the auditors' report. 
 
The wording used in the consultative document ('have laid before them the annual 
accounts;' &c.) implies a passive act of receipt by the members, whereas the members 
should properly have an opportunity to comment upon these items of business, to ask 
questions and to vote upon them.  This is an important opportunity for the members to 
express a collective view, even where there may be no legal consequences, and there 
should be absolute clarity on this point. 
 
At present, some companies explicitly present the reports and accounts for approval, 
whereas others simply include an item of business to 'receive' them; some companies also 
combine these three separate items of business into one.  This is an appropriate opportunity 
to establish a common requirement that these three items must be treated separately, and 
that approval must be explicitly sought in each case. 
 
 
Q18. Do you think that it is necessary to retain provision in the statute relating to the 
fixing of auditors' remuneration? 
 
Yes. 
 
 
Q19: If so, should the fixing of the remuneration, or the determination of the manner 
in which it is to be fixed, be an obligatory item on the AGM agenda. 
 
Yes. 
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Q20: Do you agree that the statute should continue to require the items of business 
listed in paragraph 37 to be transacted in general meeting by public companies, but 
without specifying the AGM? 
 
Yes.    However, 
• approval of dividend payments appears to have been missed off this list, and 

should be included; 
• as stated in our response to the DTI Directors' Remuneration consultation, we 

would want the overall annual remuneration limit for the board of directors to be 
determined by the members; any change to the limit would therefore require 
approval at a General Meeting. 

 
The payment to directors of sums determined by the directors, at the expense of the 
members, constitutes a prima facie conflict of interest that can only be resolved by ensuring 
that the membership are able to place an overall limit on those sums. 
 
We also note that share capital changes may cease to be relevant, because of reforms being 
proposed elsewhere in the Company Law Review. 
 
 
Q21: Do you think that any other items, or categories of item, should be prescribed 
for inclusion on the AGM agenda? 
 
Yes: we would also want approval of the remuneration committee report included, as 
stated in our response to the 1999 DTI consultation on Directors' Remuneration. 
 
 
RIGHT TO ATTEND GENERAL MEETINGS 
 
Q22: Do you agree that the statute should not be amended to permit either private or 
public companies to restrict attendance of members or their representatives at 
general meetings by reference to the size of their shareholding? 
 
Yes: statute should not be amended. 
 
Such a change would withdraw an essential right of ownership from the smallest 
shareholders, and the principle, once accepted, could rapidly erode the right of access for 
the rest of us: the proposition that all voting members of an association (in this case, a 
company) should have equal rights of access to all General Meetings is a fairly 
fundamental one. 
 
We sympathise with the directors and shareholders (including our own members) of 
companies whose AGMs have been targeted for disruption by pressure groups.  However, 
the number of companies concerned is tiny.  They should not be confused with the much 
larger number of AGMs at which members (usually 'genuine' investors in the company) 
raise environmental or other issues in an orderly and responsible fashion. 
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NOTICE OF GENERAL MEETINGS 
 
 
NOTICE PERIOD 
 
 
Q23: Do you think that the minimum notice period for the AGM should be changed 
from the present 21 calendar days to 20 working days, or in any other way? 
 
Yes: Notice periods should certainly be expressed in working days, not calendar days, 
and we see no harm in lengthening the notice period, if institutional investors want it. 
 
However, 15 working days should be quite adequate if combined with other changes, 
proposed elsewhere, to enable members to submit resolutions and amendments 
before the agenda was finalised (Q57A) and to defer voting until after the AGM 
(Q33). 
 
If these changes were accepted, the effective notice periods would be well over 15 working 
days: 
 
• First, the provisional AGM notice would be distributed electronically, with at least 10 

working days' notice for receipt of members' resolutions and amendments (Q57A); 
• Then, the printed, final notice would be distributed, with at least 15 working days' 

notice of the AGM; 
• Then, after the AGM, there would be a further 10 working days for voting (Q33). 
 
Thus, members with internet access would have received at least 25 working days' notice 
of the meeting itself, and all members would have at least 25 working days' notice from the 
despatch of the printed notice to the close of voting. 
 
 
Q24: If so, should the change be restricted to listed companies? 
 
All our replies relate solely to public, listed companies. 
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CONTENT OF MEETING NOTICE 
 
 
Q25: Do you think that the minimum information about proposed resolutions on the 
AGM agenda, to be given in the meeting notice, should be prescribed? 
 
Yes: current custom and practice should be made mandatory. 
 
 
Q26: Should the minimum information about proposed resolutions in the AGM 
agenda include the text of the resolution and a brief explanation of its motivation, 
including relevant biographical details of a director proposed for election or 
re-election? 
 
Yes.  The same should apply for amendments. 
 
We recognise that there may be occasions when a very lengthy resolution is required, for 
example in relation to a merger or to extensive changes to company Articles.  The existing 
requirement in such cases is that the full resolution must be a available for inspection at an 
appropriate office; this might be expanded to require that members be notified of a website 
where the full resolution may be inspected. 
 
 
Q27: Should any other information be prescribed for inclusion in the AGM agenda? 
 
Yes - in the case of resolutions or amendments from members, the members 
concerned should have the right: 
(1) to determine the contents of both the brief explanation of motivation and (where 

appropriate) biographical details; 
(2) to include a brief list or summary of the signatories (i.e. up to 5 or 10 members' 

names, how many of them there are, what % of shares they own). 
 
It would clearly not be appropriate for directors to provide an unsympathetic 'explanation 
of motivation' or biography for a resolution submitted by members.  Directors are, of 
course, entitled to present their own counter-argument explaining why they do not support 
a particular members' resolution. 
 
Members should also have sufficient information to be able to take into account who the 
signatories are, and how broad the support for a resolution may be. 
 
 
Q28: Should prescription be by statute or as a matter of best practice, e.g. by 
inclusion in the combined code? 
 
It should be mandatory.  However, we do not have a view on how this can best be 
achieved. 
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Q29: If it is to be by statute, what should be the sanction for failure to comply? 
 
We do not have a view on this. 
 
 
Q30: Would you answer questions 25-29 differently for public and private 
companies? 
 
All our replies relate solely to public, listed companies. 
 
 
CONDUCT OF GENERAL MEETINGS 
 
 
Q31: Should the statute confirm the right of a private or public company, by its 
Articles, to give the chairman of a general meeting the sole right to propose the 
adjournment? 
 
We do not have a view on this question. 
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VOTING AT THE AGM 
 
 
Q32: Do you think that the law should require decisions on all business at the AGM 
of a listed company to be taken by poll, one share one vote, thus abolishing voting by 
show of hands? 
 
No: we are appalled by this proposal. 
 
The proposal would reduce each item of business to a debate without a conclusion; it 
would therefore signal the end of the General Meeting, which is currently the only 
forum private shareholders have for express our concerns collectively, to one another 
and to our directors.  We believe that it would lead to a collapse in attendance at these 
meetings. 
 
We propose instead that the show of hands should be strengthened, in conjunction 
with the introduction of deferred voting: 
• there should be a mandatory right for members present at the General Meeting to 

demand a show of hands on each resolution, and 
• the results should be published electronically within one working day, via the 

regulatory news service; 
• polling (on the basis of one share, one vote) should be deferred until after the 

General Meeting (see Q33). 
 
The show of hands and the poll (one share, one vote) should be recognised as performing 
essential but separate functions: the show of hands allows those present at a General 
Meeting to express their collective view, whereas the poll expresses the decision of the full 
membership, and carries absolute authority. 
 
At present, the show of hands carries major symbolic significance to those who are present, 
but no formal authority, because the decisions under discussion have effectively already 
been taken by proxy vote. 
 
The proposal to defer the poll until after the General Meeting (Q33) transforms this 
situation: the poll will (as at present) determine the final result, but the General Meeting 
will carry real weight, because members not present at the meeting will be able to consider 
the collective views of those present at the meeting when they decide how to cast their 
votes in the final poll. 
 
This will only work if those present at the meeting are able to express a collective view by 
a show-of-hands, and if the result of that vote is published.  The Regulatory News Service 
allows this to be achieved at negligible cost.  The information can also be distributed 
directly by the company to members who have elected to receive shareholder 
communications electronically, again at negligible cost to the company. 
 
Whether the deferred polling proposal is accepted or not, removing the show-of-hands 
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would signal the end of the General Meeting as a forum for those present (mainly private 
shareholders) to express a collective view; for members wished to express concern or 
criticism of the directors' actions, the meeting would be deeply frustrating, because it 
would often be impossible even to establish whether their concerns were widely shared.  
We predict that it would lead to a collapse in attendance at General Meetings. 
 
Institutional investors may have other opportunities to meet with company directors and 
express their concerns.  For private shareholders, there are generally no such opportunities, 
apart from the General Meeting.  For us, the right to attend in person, to speak and to vote 
by a show of hands is an essential part of our relationship with our companies - the only 
occasion when the directors must present themselves to us collectively, answer our 
questions and seek our approval for the manner in which they are managing our assets.  It is 
crucial to private shareholders that the General Meeting should not be devalued. 
 
   
Q33: Do you see advantage in the suggestion that, in the case of listed companies, 
voting should commence at the end of the AGM and be concluded at a later date 
specified at the AGM? 
 
Yes: we believe that this single measure will have a dramatic positive impact on all 
General Meetings, and we strongly support it - provided that those present at the 
meeting are able to express a collective view on each resolution by show of hands and 
that the results are published (see Q32). 
 
We believe that these reforms, taken together, should significantly increase General 
Meeting attendance and voting levels, and will give private shareholders a more 
significant voice in the conduct of their companies' affairs. 
 
We agree that the General Meeting is devalued because almost all the votes have been cast 
by proxy in advance of the meeting. 
 
We also believe that the great majority of members, who cannot attend the meeting, are 
inhibited from voting constructively even when they are aware of concerns about a 
company's activities or governance, because they are voting in isolation, not knowing 
whether their concerns are widely shared. 
 
The General Meeting will carry far greater weight, with both shareholders and directors, if 
they know that the tone of the meeting, the directors' performance, the decisions made by 
show of hands and any media coverage may all help to determine the result of the later poll. 
 
We agree with all the arguments that are put in favour of this reform in the Consultation 
Document (para.46). 
 
However, we emphasise that deferring the poll will not achieve the desired result unless the 
show-of-hands at the meeting itself is retained, and the results are published electronically: 
the great majority of General Meetings will still not receive any press coverage, and 
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members who were not present will have great difficulty in establishing whether a 
consensus or majority view emerged among those present, or even whether any criticism of 
the board was voiced at all. 
 
 
Q34: If so, do you think that this should be required by statute or be prescribed as 
good practice? 
 
This should be required by statute, for public, listed companies. 
 
 
Q35: How long a period after the AGM should be allowed for voting? 
 
10 working days would seem appropriate, as suggested in the Consultative Document 
(para.46). 
 
This would give private and institutional members time to consider the results of the 
meeting, and any press coverage, and for postal votes to be delivered. 
 
 
Q36: Do you think that amendments can be adequately accommodated in a deferred 
voting system? 
 
Yes - the difficulties presented by amendments received after the General Meeting 
agenda has been circulated are essentially the same whether voting takes place in 
advance of the meeting, as at present, or is deferred. 
 
The problem can be largely resolved by our proposal (under Q57A) that a 
provisional agenda of the meeting, with directors' resolutions, be circulated 
electronically at least 10 days before the deadline for members' resolutions and 
amendments.  Amendments  received before the deadline could then be incorporated 
into the printed notice of the General Meeting, at little expense. 
 
However, provision has to be made for those occasions when important amendments, 
supported by the directors or by a broad base of members, are received after the final 
agenda has been printed. 
 
We oppose the suggestion that amendments from members must have the support of 
directors or members holding 10% of share capital before they can be submitted at 
all: it would be virtually impossible for members to surmount this hurdle without the 
board's support. 
 
Instead, we propose that a deferred poll on an amendment should be conducted at the 
company’s expense:  
i) if the amendment has been submitted in time for distribution with the printed 

notice of the meeting (see Q57A), 
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and meets the same threshold as for members' resolutions (see Q38); 
or ii) for amendments submitted late, if the amendment: 

meets the same threshold as for members' resolutions (see Q38), 
and is accepted by a show of hands at the meeting; 

or iii) where the directors agree. 
 
Amendments received in time to be incorporated with the printed notice of meeting should  
not create major disruption and extra expense, and so should be subject to the same support 
thresholds as members' resolutions. 
 
Amendments received too late to be included in the printed agenda would continue to 
create the same potential expense and delay that arises under the present system, if 
submitted to a poll.  There should therefore be a mechanism to prevent this occurring 
unless the amendment has a serious prospect of being approved by the membership, even if 
it is supported by, for example, a major dissident shareholder. 
 
A show of hands provides just such a mechanism, because it can be conducted efficiently at 
the General Meeting; we therefore think it is reasonable to require that late amendments not 
supported by the directors must first be approved by a show of hands at the General 
Meeting before the expense and delay of a full poll is incurred. 
 
Since vexatious or trivial late amendments are unlikely to survive the test of a show of 
hands at the General Meeting, there is, once again, no need for an almost-insurmountable 
threshold of support (10% of voting capital) that must be met before a resolution can be 
considered,  as proposed in the Consultative Document.  The threshold should therefore be 
the same as for members' resolutions. 
 
Finally, we should also note on those rare occasions when a late amendment is approved by 
show of hands at the General Meeting, distributing a fresh set of voting papers is bound to 
create some confusion and delay in voting, and 10 working days is not sufficient time for 
the return of voting papers: 15 or 20 working days' notice should be required. 
 
Q37: Do you think that ballot papers for company resolutions should include an 
option to register an abstention? 
 
Yes.  
 
Q38: If so, should this be a statutory obligation or a matter of good practice? 
 
It should be mandatory for public, listed companies.  We do not have a view on how 
this can best be achieved. 
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SHAREHOLDER RESOLUTIONS 
 
 
Q39: Do you agree with the proposals outlined in paragraph 49 to make it easier for 
shareholder resolutions to be put at AGMs? 
 
Yes and No.  These proposals arise, in part, out of representations from UKSA, and 
we warmly welcome them.  However, we believe that they would be further improved 
by some significant changes to the detail, described below. 
 
Another major difficulty remains, in that members' resolutions are likely to arise 
from information circulated with the General Meeting notice.  By the time this 
information is received, it is already too late for submission of members' resolutions.  
This is addressed by our proposal that a provisional notice of the meeting be 
circulated electronically at least 10 days before the deadline for members' resolutions 
and amendments (see Q57A).  Resolutions and amendments received before the 
deadline could then be incorporated into the printed notice of the AGM. 
 
We would prefer the formula outlined in paragraph 49 to require that shareholders' 
resolutions must be circulated at the company's expense only if they were signed by 
• members representing at least 5% of voting rights (as now); or 
• at least 50 members each of whose holdings has a market value of at least £500; or 
• at least 10% of the total number of shareholders whose holdings have a market 

value of at least £500 (to cater for companies with very small shareholder bases). 
 
We do not believe that directors should be able to reject resolutions on the grounds that 
similar resolutions have been defeated within the previous five years - this is far too long.   
We also note that this rule, as stated in the Consultative Document, could be used by 
directors to prevent members from standing for election if they had done so unsuccessfully 
in the previous five years. 
 
 
Q40: Should directors be allowed to reject shareholder resolutions on other grounds - 
e.g. that they are vexatious, defamatory, offensive, or trivial? 
 
No, provided that 
• the proposers, rather than the company, carry all liability for defamation; 
• directors are allowed to put a reasonable limit on the length of members' 

supporting statements.  
 
Directors should not be in a position to suppress a resolution that may be critical of their 
actions, on the grounds that they consider it vexatious, offensive or trivial: members should 
be able to make their own judgements. 
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In the overwhelming majority of cases, the requirements that resolutions must be signed by 
a significant body of shareholders will be quite sufficient to prevent vexatious, offensive or 
trivial resolutions from being submitted. 
 
On those rare occasions when a major dissident shareholder insists on submitting such 
resolutions, the cost and inconvenience incurred are in any case not great - provided that 
the proposers, rather than the company or its directors, are liable for any defamation. 
 
 
Q41: Would you answer questions 39 & 40 differently for public and private 
companies? 
 
All our replies relate solely to public, listed companies. 
 
 
RIGHTS OF PROXIES AND CORPORATE REPRESENTATIVES 
 
 
Q42: Do you support the proposals outlined in paragraph 50 for relaxing present 
statutory restrictions on the appointment of proxies and their right to participate in 
general meetings of both private and public companies? 
 
Yes, we strongly support the proposals requiring 
• that proxies be permitted to speak at meetings of public companies, and to vote on 

a show of hands; 
• that companies allow the appointment of proxies for each underlying beneficial 

holding in a nominee account. 
 
This proposal removes one of the obstacles that prevent private shareholders in nominee 
accounts from exercising their rights as members - although other substantive reforms are 
essential, as stated in our Introduction. 
 
The Consultative Document suggests (para.50) that this reform may not be necessary if 
show of hand voting at meetings is abolished (as proposed by Q32).  We reiterate our 
absolute opposition to that proposal. 
 
The Consultative Document also refers (para.50) to the risk that 'pressure groups could 
take advantage of these relaxations'.  We have addressed this issue in our response to 
Question 1, and we are confident that the arguments have already been well rehearsed 
during the 1996 DTI consultation. 
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EXTRAORDINARY AND SPECIAL RESOLUTIONS 
 
 
Q43: Do you agree with the proposal that, for both private and public companies, the 
special resolution should be retained but that the extraordinary resolution should be 
dropped as a separate category, and requirements for an extraordinary resolution 
replace by requirements for a special resolution? 
 
Yes. 
 
See also our proposal (Q57C) that special resolutions should be amendable. 
 
 
EGMs 
 
 
NOTICE PERIOD  
 
 
Q44: Do you think that the minimum notice period for an EGM should be changed to 
10 working days for a limited company and 5 working days for an unlimited 
company (except where it was proposed to pass a special resolution in which case the 
minimum notice period for an AGM would apply?). 
 
Yes, if the 10 working days are followed by a further period for deferred voting. 
 
Otherwise, No: 10 working days are still too short for institutional or personal 
shareholders in nominee to receive the documents, consider the resolutions and 
submit their votes, even if no special resolutions are being proposed. 
 
Even with deferred voting, we would not object to a longer notice period if institutional 
investors consider that 10 days are still not enough. 
 
 
Q45: If so, should the change be restricted to listed companies? 
 
All our replies relate solely to public, listed companies. 
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VOTING 
 
 
Q46: Do you think that, if voting after the meeting is prescribed for AGMs of listed 
companies, it should also be prescribed for EGMs? 
 
Yes, provided that show of hands voting at EGMs is also retained (as per our 
response to Q32). 
 
This will lengthen the overall timetable between circulation of the notice and the final 
result being determined, but it might also allow the statutory notice period before the 
meeting to be held at 10 working days (Q44). 
 
 
Q47: If so, what minimum period for registering votes should be prescribed, if any? 
 
10 working days, as for AGMs, or 20 working days in the rare event that a late amendment 
is accepted by show of hands at the meeting, or is supported by the directors. 
 
 
SHAREHOLDER RESOLUTIONS 
 
 
Q48: Do you agree that the right of shareholders to have their resolutions circulated 
at AGMs should not extend to EGMs of private or public companies (except where 
the EGM has been requisitioned by the shareholders, in which case only those 
resolutions relevant to the objects of the requisition would be allowed?) 
 
No: members should be entitled to have their resolutions (and amendments) 
circulated at EGMs, provided that they have been received in time for distribution 
with the printed notice of the meeting. 
 
The cost of circulating a members' resolution, or an amendment, with the EGM notice 
should be no more significant than the cost of circulating such a resolution with an AGM 
notice.  The threshold required for such resolutions and amendments should therefore be 
the same as for resolutions and amendments submitted to AGMs. 
 
It will, of course, be very difficult for members to submit resolutions or amendments in 
good time unless there has been prior notice of the deadline.  This is addressed under 
Q57A. 
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RIGHT OF MEMBERS TO REQUISITION THE DIRECTORS TO CALL AN 
EGM 
 
 
Q49: Do you agree that the right of members to requisition an EGM should be 
retained? 
 
Yes.  This is an essential safeguard for members against corrupt, incompetent or 
negligent directors.   
 
 
Q50: If so, is the present threshold of 10% of voting rights appropriate? 
 
Yes.  Organising an  EGM can be expensive and highly disruptive to company 
business; the threshold should continue to reflect this. 
 
 
Q51: Would you like to see any other changes in the provisions of section 368? 
 
No. 
 
 
ELECTRONIC TRANSMISSION OF DOCUMENTS 
 
 
Q52: Should enabling provisions for electronic transmission be extended to cover 
electronic voting by members of companies? 
 
Yes. 
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IMPROVED CORPORATE COMMUNICATION WITH ALL SHAREHOLDERS 
 
 
Q53: Do you agree that, for listed companies, improvements in shareholder 
communication outside the AGM should be encouraged, particularly through 
additional shareholder meetings and the use of company websites? 
 
Yes 
 
Improvements in shareholder communications through use of company websites are highly 
desirable, and are already happening.  More regional meetings, perhaps targeted at private 
shareholders, would also be beneficial. 
 
However, we wish to make our opposition to the proposals in para.62 absolutely clear:  
meetings at which no voting takes place are no substitute for a statutory AGM: the final 
meeting in the series is just another meeting, even if it is dignified with the name of 'AGM'.   
 
 
Q54: Do you agree that improvements should be sought through the development of 
best practice rather than through new statutory provisions for the purpose? 
 
No.  As we proposed earlier in the Review, there should be statutory provision for 
regulations which can be easily upgraded to reflect technological advances. 
 
The relevant section of our earlier response is reproduced as Appendix A. 
 
We are concerned that the Consultative Document does not appear to recognise the 
scale and nature of the problem of selective disclosure.  This is not just an 
unfortunate 'disparity of information' (para.63) between institutional investors and 
private shareholders, to be resolved by holding special meetings for private 
shareholders: it is a major abuse that needs to be addressed. 
 
Price-sensitive information that should be distributed to the market as a whole is  often 
disclosed by directors to institutional investors and analysts, during privileged briefings.  
Those investors, and clients of those analysts, are then able to act on that price-sensitive 
information before the information is officially disclosed. 
 
In theory, such disclosure of price-sensitive information is illegal.  In practice, the 
Financial Times regularly reports on share price movements that appear to have been 
driven by privileged briefings.  Indeed, selective disclosure now appears to be expected, to 
the extent that companies are often openly criticised for having failed to 'prepare the 
market' - in other words, for quite properly refusing to disclose information selectively in 
advance of an official announcement. 
 
The most recent coverage of alleged selective disclosure was published in the Financial 
Times just as this submission was being finalised.  BT had announced on 5 January that 
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revenues from the Concert joint venture would be lower than expected.  BT was criticised 
by some analysts for not issuing an announcement earlier, and responded that it had made 
the announcement 'at the earliest possible opportunity'.  However, 'others pointed out that 
the statement came just days after BT encouraged analysts to trim their 
third-quarter profit forecasts', according to the Financial Times.2    
 
These problems cannot be addressed simply by companies arranging a separate schedule of 
meetings for private shareholders; price-sensitive information that is currently being 
disclosed selectively needs to be disclosed immediately to a far wider market, including 
private investors with access to the internet. 
 
The Review should take note of proposals published by the United States SEC (Securities 
and Exchange Commission) on 15 December 1999.  The proposals are intended to address 
instances of analysts & clients trading on the basis of 'material information' that has been 
disclosed to them but not made public, by putting the onus on companies to disclose any 
such information publicly by an appropriate medium. 
 
 
Q55: If rules should take a form other than statutory provision, how should they be 
promulgated? 
 
We don't have the expertise to comment, beyond stating that the rules should be 
mandatory for listed companies. 
 
 
A POWER TO DELEGATE THE MAKING OF RULES RELATING TO 
COMPANY GENERAL MEETINGS 
 
 
Q56: Do you think it would be helpful for the Secretary of State to have a power to 
delegate to another regulatory body the function of making rules relating to company 
general meetings and applicable to a particular category of companies regulated by 
that body? 
 
Yes. 
 
There have to be flexible mechanisms in place, but we reiterate our often-stated concern 
that private shareholders tend not to be properly represented, with the risk that our interests 
as members may not be recognised. 
 
An appropriate approach may be implementation of a basic body of statutory regulation, 
plus a right of the Secretary of State to delegate authority to create further regulation as 
appropriate. 

                                                           
2Financial Times, page 17, Friday January 7 2000  
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CONCLUSION (OTHER PROPOSALS) 
 
Q57: Do you have any proposals of your own for improving the company general 
meeting, or any equivalent arrangements, as a vehicle for taking decisions on 
resolutions, for informing the members of their company's performance and 
prospects, and for enabling them to hold the directors to account? 
 
We have a number of proposals, all relating to public, listed companies: 
 
A. That public, listed companies should be required to publish electronically a 

provisional agenda of AGMs, and of meetings where special resolutions are to be 
considered, giving at least 10 working days' notice for receipt of members' 
amendments and resolutions, for inclusion with the final, printed agenda. 

 
B. That the required threshold of support for amendments submitted by members 

before the end of the above notice period should be the same as is proposed 
(under question 39) for members' resolutions. 

 
C. That members should have the right to propose amendments to all resolutions, 

whether special, extraordinary or ordinary resolutions, and regardless of any 
provisions in company Articles. 

 
D. That the show of hands at General Meetings should be mandatory, and that the 

result should be published electronically via the Regulatory News Service. 
 
E. That insulated directorships should be prohibited. 
 
 
These proposals are addressed below, in detail. 
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57A: ELECTRONIC PUBLICATION OF PROVISIONAL NOTICES 
57B: SUPPORT THRESHOLDS REQUIRED FOR MEMBERS' AMENDMENTS  
 
We propose that public, listed companies should be required by law to publish 
electronically a provisional notice of AGMs, giving at least 10 working days' notice 
for receipt of members' amendments and resolutions.  The final, printed agenda 
would then incorporate any memberse' resolutions and amendments. 
 
For EGMs, we propose that companies should be required by best practice rules to 
give notice as described above, or to explain in the printed notice of the meeting why 
they have not done so. 
 
We also propose that the required threshold of support for amendments submitted 
by members before the end of the notice period should be the same as is proposed 
(under Q39) for members' resolutions, and that qualifying amendments, like 
qualifying members' resolutions, should be circulated at the company's expense with 
the final, printed agenda. 
 
We did not consider this proposal in our response to the 1996 DTI consultation on AGM 
reform because it would not have been viable at the time.  However, the recent explosive 
growth of the internet has changed fundamentally the way many private shareholders learn 
about their company's affairs, and has caused us to look to new solutions, including this 
one. 
 
The present consultation raises a number of difficult questions that are addressed by this 
proposal: 
 
Amendments proposed by members: Question 36 concerns a major practical difficulty 
with the present system: that it is quite impossible for members to submit amendments 
until they have seen the directors' resolutions - by which time the agenda has already been 
printed and distributed.  This is a particular problem with bundled resolutions, where an 
essential but uncontentious item of company business may be combined with an unrelated 
and highly contentious proposal.  As a result, all amendments have to be raised at the 
meeting, where they can only be considered by a small minority of the company's members 
- creating obvious corporate governance issues.  On the other hand, referring amendments 
back from the meeting to a poll of the general membership may create significant delay, 
expense and possibly confusion. 
 
The threshold for amendments proposed by members: Paragraph 47 of the 
Consultation Document suggests that 'no amendment shall be considered unless notice of 
the intention to propose it has been given to the company a reasonable period before the 
meeting with the support of, say, 10% of the share capital'.  This extremely high threshold 
is proposed largely because of the delay, expense and confusion referred to above.  
 
Resolutions proposed by members: Question 39 deals with reforms that would make it 
easier for members to submit resolutions.  However, it leaves outstanding a major 



UKSA Response Company Law 2: General Meetings &c Page 30   

difficulty: that members' resolutions are also likely to arise from information circulated 
with the General Meeting notice.  For example, the annual report and accounts may well 
disclose major shortcomings in the company's performance or prospects, or the directors' 
strategy or conduct.  As with amendments, by the time the information is received the 
deadline for members' resolutions has generally already passed.  Even the deadline itself is 
not generally known to members until that deadline has passed. 
 
Until recently, these problems were not resolvable.  Today, the internet offers us practical 
solutions: provisional notices can be distributed by companies using the Regulatory News 
Service, at negligible cost to the company, giving well-organised and broadly-based 
groups of members a brief but real opportunity to prepare and submit their own resolutions 
and amendments.  If the signatories meet the required thresholds, the resolutions and 
amendments can then be incorporated in the final, printed agenda at little extra cost to the 
company, and can then be voted upon by the entire membership, without any further 
disruption. 
 
As a result, the high threshold for amendments from members can be reconsidered: if 
amendments create no more expense and delay than members' resolutions, we propose that 
the threshold can be reduced to the same level as is proposed (under Q39) for members' 
resolutions. 
 
We recognise that Extraordinary General Meetings may be called in response to 
unforeseen situations that require urgent resolution.  In these circumstances, extending the 
timetable by two weeks might result in a major opportunity for the company being missed, 
or even in the failure of the company.  We therefore propose that, for these meetings, there 
should be greater flexibility: directors should be required to either give prior electronic 
notice of the meeting, as described above, or to explain, in the printed notice, why they 
have not given prior notice. 
 
We also recognise that these proposals will lengthen the overall AGM timetable by at least 
two weeks.  However, we would argue that the benefit of allowing members a reasonable 
opportunity to submit resolutions and amendments significantly outweighs this 
disadvantage. 
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57C: RIGHT OF MEMBERS TO PROPOSE AMENDMENTS TO ALL 
RESOLUTIONS 
  
We propose that members should have the right to propose amendments to all 
resolutions, whether special, extraordinary or ordinary, and regardless of any 
contrary provisions in company Articles. 
 
In our response to the 1996 DTI consultation into AGM reform, we expressed our concern 
that many companies were removing the right of members to propose amendments to 
resolutions: 

'…in the current year there is a most noticeable move by boards of directors 
(including those of some major listed companies) to seek - by means of tabling 
special resolutions (some composite!) to alter Articles so as to remove the right of 
members to propose or to vote up amendments - even to ordinary resolutions - unless 
the chairman of the meeting so allows in each/any particular case (i.e. thus giving the 
chairman - effectively the board - the absolute right 'to refuse' an amendment 
proposal from a member irrespective of 'the will of the meeting' - yet retaining the 
board's own right to propose amendments)'.3 

 
This remains a concern.  We have proposed elsewhere that directors should be required to 
accept members' amendments fulfilling appropriate criteria (Q36).  It is essential that these 
requirements should override any provision to the contrary in a company's Articles. 
 
We also note that members are not currently entitled to propose amendments to Special or  
Extraordinary Resolutions.  We recognise that there are cases, such as proposed 
take-overs or mergers, in which an amendment to one clause might invalidate the whole 
resolution.  However, we believe the criteria we propose (Q36) provide quite adequate 
safeguards.  In particular, any late amendment that is passed by show of hands at the 
General Meeting will then be submitted to a deferred poll of the membership.  We also note 
that members will have ample opportunity to consider reasons, given by the directors, why 
a particular amendment should be rejected, before they cast their votes. 
 
Finally, we raise the long-standing problem of composite resolutions, where dozens of 
individual proposals may be put to the membership in the form of a single resolution.  In 
our 1996 submission, we proposed that composite resolutions should be subject to some 
legal constraints, to prevent abuses where directors buried highly contentious proposals in 
the midst of otherwise routine (or indeed essential) proposals.  The relevant section of that 
response is attached, as Appendix B. 
 
While company law, listing rules and best practice guidelines certainly have a role to play 
in reducing abuses, the most effective safeguard for members against composite 
resolutions that include contentious proposals is to ensure that members always have the 
right to submit amendments, even to Special or Extraordinary Resolutions and even if the 
meeting agenda has already been circulated. 
                                                           
3 Appendix A3 of UKSA response, dated June 1996, to DTI consultative document 'Shareholder 
Communications at the Annual General Meeting' 
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57D: VOTING BY SHOW OF HANDS 
 
We propose that 
• there should continue to be a mandatory right for members present at a General 

Meeting to demand a show of hands on each resolution, and 
• the result should be published electronically within one working day, via the 

regulatory news service. 
 
This proposal arises from question 32, which asks whether voting by show of hands should 
be abolished, and is addressed in detail under that question. 
 
We raise it here because it is not a direct answer to that question but a 'proposal of our own', 
and because we believe it significant strengthens the proposal (question 33) that polling on 
the basis of one share, one vote should be deferred until after the General Meeting.   
 
 
57E: INSULATED DIRECTORSHIPS 
 
We propose that company law should prohibit insulated directorships, by requiring 
that all directors be subject to election and periodic reelection. 
 
We raised this issue in our response to the 1996 DTI consultation on AGM reform.  Since 
then, the various codes of good practice have required listed companies to disclose any 
directorships that are not subject to reelection at the appropriate intervals, and shareholder 
pressure has significantly reduced the numbers of insulated directorships.  However, they 
have not yet been eradicated. 
 
We believe that the right of members to determine who governs the company on their 
behalf is fundamental, and that disclosure requirements alone are not sufficient: company 
law should require that all directors submit themselves for election, and for periodic 
reelection, notwithstanding anything to the contrary in the company's articles. 
 
This matter may be addressed elsewhere in the Review.  We raise it here because the 
election of directors is one of the fundamental roles of the AGM. 
 
 
Q58: If so, do your proposals apply to private companies, public companies or both? 
 
All our proposals have been developed solely with public, listed companies in mind. 
 
We would not feel qualified to comment on whether they are appropriate for other 
companies. 
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APPENDIX A: PRIVILEGED BRIEFINGS 
 

(From UKSA's response, dated 2 June 1999, to 
'Modern Company Law for a Competitive Economy: The Strategic Framework'.) 

 
CHAPTER 6: HIGH LEVEL REPORTING AND ACCOUNTING ISSUES 
 
Question 52: We would welcome views generally on the issues raised in this Chapter 
to assist the prioritisation of work in the next phase.  In particular: 
(a) are the main issues mentioned in this Chapter the important ones which further 

work on accounting and reporting should address, or are issues included which 
do not deserve such attention, or excluded, which do? 

 
The issue of privileged briefings by company officers should also be considered, in 
relation to listed companies. 
 
The current regulatory framework allows companies to brief privileged participants - 
generally business analysts, journalists and large shareholders - while excluding the 
broader membership.  These privileged briefings must inevitably affect the participants' 
perceptions of the company's state of health, and are sometimes followed by significant 
price movements.  The fiction that these briefings exclude 'price-sensitive information' has 
been  maintained because frequent, direct communication with the membership has until 
recently been utterly impractical - the alternative to privileged briefings would have been a 
virtual communications blackout.  The imperfect result is that major shareholders have 
their information straight from the directors, while private  shareholders without access to 
analysts' briefings are usually left in the dark except when a formal announcement is made. 
 
It is now becoming increasingly practical for companies to make their briefings available 
to a far wider audience, via the internet.  In due course, it will become practical to require 
that the contents of these briefings be made available to members, on demand and free of 
charge or at very low cost.  The Review should consider the best mechanism for ensuring 
that such a requirement can be introduced, and extended, as and when appropriate. 
 
(b) in considering such issues, what are the key high level considerations which 

should be borne in mind? 
 
• The flexibility of the chosen mechanism to cater for further technological advances; 
 
• The cost to companies of implementing any resulting requirements; 
 
• The cost to members of receiving and interpreting the information; 
 
• Whether such information can or should be restricted to members. 
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APPENDIX B: COMPOSITE RESOLUTIONS  
 
(Appendix A2 of UKSA's response, dated June 1996, to the DTI consultative document 

'Shareholder Communications at the Annual General Meeting') 
  
We consider there to be now an urgent desirability for legislation 'to restrict' the scope of 
and the nature of items of business which may be validly included within a single, board of 
directors' tabled resolution for a general meeting of members.  Increasingly in recent-time, 
'composite' resolutions are being used (we feel there is clear evidence of misuse) by some 
boards of directors. 
 
This, believed misuse, generally arises (but not always) at a time when it is deemed 
desirable to amend a company's Articles of Association, assertedly consequent upon 
changes in the law, in current practice, in stock exchange regulations and the like. Sadly, 
these possibly very valid reasons are being used, in part, as a 'smoke-screen' to hide - on 
occasion - proposed changes to the Articles which are not at all in consequence of the 
reasons stated; i.e. items which, by their nature, should be separately tabled for 
consideration, debate and decision by members. 
 
Recent-time examples, 'lost-amongst' not infrequently fifty plus alterations (on occasions 
listed in minuscule printing upon an obscure appendix to the notice of meeting) include: 
 
(a) A new Article (clause) 'excusing' a specified (and a most dominant) director from 

standing down and standing for re-election by the members indefinitely (i.e. the 
creation of an 'insulated directorship'). 

 
(b) An alteration increasing the borrowing powers of the board of directors threefold. 
 
(c) An alteration allowing the borrowing powers already accorded to the board to be 

delegated (by the board) to 'others'. 
 
(d) An alteration vastly increasing the maximum remuneration payable to directors for 

services as directors. 
 
As any resolution to make a change to Articles must be a special resolution (and hence any 
amendment thereto is prohibited), the members in general meeting cannot even seek to 
amend by voting to remove even one (of frequently 50 plus items) within the single 
resolution as tabled!  This would, of course, also apply in those cases where a 'composite' 
extraordinary resolution was used. 
 
In the case of each of the four examples (a) to (d) foregoing, the boards of directors 
concerned can now quite truthfully (correctly) state "the changes were approved by the 
members in general meeting".  We suggest this makes a complete mockery of shareholder 
approvals at an AGM.  Put another way - how can shareholder approval be equitable in 
nature when shareholders are faced with say 40 items they wish to support and 3 to which 
they are strongly opposed - yet have solely one vote? 
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We do not by any means advocate 50 plus separate resolutions, but we most strongly 
advocate some restriction be applied (by statute) as to what may be dealt with within a 
single composite resolution; this so as to 'outlaw' the type of inclusions of which we give 
examples. 
 
In regard to the foregoing, it seems to us to be anomalous that there has long been firm 
statutory 'restriction upon' the use of a 'composite' resolution for the election/re-election of 
directors (presently S.292), yet no restriction whatsoever to 'kerb' the misuse of 'composite' 
resolutions generally (and, more importantly, 'special' and 'extraordinary' resolutions, 
which the law has now decreed are unamendable). 
 
 
 


