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PREFACE

»

THE object of this book is to provide, in a handy form,
such. infdrmatin on the subject of * Debentures * es
should be sufficient for the requirements of the ordinary
business man, or of the average member of the investing
public. While it is scarcely possible to deal with
the subject in a manner likely to be useful without'
constant mention of the law, yet it must not be
supposed that any exhaustive legal treatment of the
topic is here attempted. For that, larger works
must be cons’llted. A little learning is, doubtless,
a dangerous thing, but it is often better than none
at all. It is hoped that the following pages may
prove useful te those ‘'who, from time to- time; desire
some guidance as to their positjon in respect -of a
phase of commercial life which is of ever growing
interest to the business community.
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DEBENTURES

CHAPTER 1
fNTrRODUCTORY

The Meaningeof * Debenture.’’ .
THE word * debenture,” although not a new word,
has at the present day a signification of modern
growth In connection with limited compames it
1s in such frequent use, that it may occasion surprige
t0 some to find that, in the Companies Act, 1862,
the charter of modern co-operative enterprise, the
word did not occur at all. In the statutes relating to
companies, the first mention of the word ‘* debentures "’
was in the Dijectors’ Liability Act, 1890, and the next
in the Preferential Payments in Bankruptcy Amend-
ment Act, 1897. The word also occurs, in its present
day sense, in the Stamp Act, 1870, the Stamp Act,
1891, and in the Bills of Sale Amendment Act, 1882.
In the Companies Act, 1900, gnd in later company
statutes it is of comparatively frequent occurrence.
The truth seems to be that the debenture, as we
understand it, was a document brought into being
by the exigencies of business as carried on by incor-
porated companies, which the legislature was at
length compelled‘ to recognize.

What is a debenture? The legal definitions, or
attemnpted definitions, of the term are unsatisfactory.
In dLevy v. Abercorris Slate Contpany (1887, 37 Ch.D.,

t p. 264), Chitty, J., said: “In nfy opinion a
deBenture means a document which either areates
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a debe ot acknowledges it, and any document which
fulfils either of these conditions is a debefiture. I
cantot find any precise legal definition of the term ;
it is not ¢ither in law or commerce a strictly technical
term, or what is called a term of art.”. Etymologically
debenture is sijply debentur : they are due; or, there
are due; and centuries ago the word was used as
 indicatigg a written acknowledgrhent of indebtedness,
often by the Crown. But the definition formulated
byeChitty, J., is far too wide for present day require-
ments. An 1.0.U., which is within the definition, is
certainly not a debenture. Other judicial gropings
after the truth in the form of a definition are equally
uaconvincing (see British India Steam Navigatign
Company v. Inland Revenue Commissioners, 1881,
7 Q.B.D. 165; Edmonds v. Blaina Furnaces Company,
1887, 36 Ch.D, 215). In 1892, Bowen, L.]., said:
“It seems that there are three usual forms of
debentures. . . . The first is a simple acknowledgment,
under seal, of the debt; the second, an instrument
acknowledging the debt and charging the property
of the company with repayment ; gﬁg the third,
an instriment acknowledging the t, charging
the property of the gompany with repayment, and
further restricting the company from giving any.prior
charge” (English and Scottish Mercantile Company v.
Brunton, 1892, 2 Q.B. 700). This seems to be accurate,
though it is not a definition, and it seems simpler to
recognize that the term is a business term admitting
of no precise definition, glthough what we ordinarily
speak of as a debenture may be readily described.
Speaking quite broadly, a debenture may be said to be

a document ander the seal of a company, binding ¢he"

company to Pay a certain sum of money, with integest
ther¢otr at a specified rate until payment, and giving
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a charge upon property of the company Yo ®€cure
' these padments.

The Commercial Importance of Debentures. .

Commercially it would be difficult to ovel"-estimate
the importance of debentures. So vast are the sums
borgowed by companies on the security of debentures,
that few persons cofinected with companies canefail
to be iqterest‘ed in the subject. Debenture capital,
as this money is commonly called, plays as important
a part in the success of a trading company as share
capital. There are several reasons why the method
of raising capital by borrowing on security is resorted
to, by companies. One reason is that it may not be
easy, when capital is required, to find persons willing
to risk their money in the concern, on the terms of
their becoming co-adventurers, that is to say, share-
holders. It is easier to find persons who are content
to ‘lend mongy to the company at a fixed rate of
interest, provided that they are given adequale
security. Another reason is that, where large profics
are anticipated, shareholders are unwilling to increase
the share capital, and thus admit others to participate
in their prospective gains. In, these circumstances
it is considered more advantageous to borrow the
money required at a much lower rate per cent. than
is expected to be paid as dividends; whilst the
lenders are content with a modest but well secured
investmant. A third reason is that the additional
necessary capital may only pe required for a limited
time, at the expiration of which the company expects
to be able to repay it. If this additional capital is
faised by issuing fresh shares, such a company may
find jtself after a few years in the undesifable position
of being ovep-capitalized, from which it can only®scape
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by pétition to the Court for a reduction of capxtal
to be brought about by returning to the shdreholders
the “unwanted capital. By borrowing on debentures,
the bardgn of the additional capital, as well as the
burden of the interest, need not be permanent.

The Advantages of Debenfures.

Whatsver the particular reasofi may be for borrow-
ing on debentures, the advantages to a company of
being able to do so are enormous. The debentuze is
the outcome of the necessities of a trading company.
A series of judicial decisions has had the effect of
legalizing the whole system in its present form, and
the effect of these is that in borrowing money, a
company is in most cases far better off than an
individual trader, or than a firm. Incidentally it is
to be observed that there is no legal reason why an
individual or firm should not issue debentures, and
there are cases where this has been dene. Unineor-
porated clubs not infrequently issue them. But,
apart from the issue of debentures by individuals
and clubs, which from a business point of view may
be disregarded, a company may be, if*the particular
circamstances of the case allow it, in a far more
favourable position as regards raising loans than the.
individual trader.

If an individual trader desires to borrow, security
being of course required, in the ordinary course he
might either give a mortgage on hise«dbusiness
premises, or on his own house, or a bill of sale over
his business chattels or his own furniture, or he might
deposit title-deeds, or share certificates, or life policies,
with the leﬂder But, havmg done so, he nught find
hitnself senously hampered in his affairs, *or, gm-
barraséed in his business, through inability to deal
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with thg property he has charged. For example,
he might be unable to get rid of his obgolete plant
and purchase new, without the consent of the lendef
and without a great deal of irksome and ®xpensive
formality. ’

A company, on the other hand, if*it has a good
going business and gdequate security, can by means
of a debenture, or debentures, give a floatimg chargee
on its wndertgakinzg and carry on business as before
without inconvenience or hindrance, whilst the lender,
on his part, is amply protected. A company can,
of course, crecate a mortgage, ¢.c., a fixed charge on
its property, just as an individual can; but it is the
dectrine of the floating charge which is of suc
importance to companies, underlying as it does the
history of the development of debentures in the
commercial world.

The Floating Charge.

It was in 1870, by the decision in Panama, New
Zealand and Australian Royal Mail Company (5 Ch.
App. 318), that the validity and efficacy of a floating
charge were first established. The facts of that case
were as follows : The company, faving power to borrow
on mortgage of all or any of its property, or upon
bonds or debentures, or other security, borrowed
money in 1866 on debentures, which were of £100
each. The debentures, which were in a form now
obsolet®=began thus: *By virtue of the powers
contained in our articles of association we, the Panama,
New Zealand and Australian Royal Mail Company,
Jimifed, in consideration of the sum of £100 paid
to us by, etc., are held and firmly bound, agd do hereby
for wurselves, our successors and assigns, char the
said undertaking and all the sums of money’gﬁisinz
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ther:fi'om, and all the estate, right, title, and interest
of the company therein, with the payment to the
Said, etc., of the said sum of £100, together with interest
for thé s@me at the rate of £6 per cent. by the year,”
the interest being payable half-yearly. The company
possessed fifteca steamships, as well as sailing ships
and coal ships, and also valuable subsidies. Before
othe ‘prin:ipal moneys became due, at a time when all
interest had been duly paid, a winding-up order was
mdde. The ships were sold, and the debenture holders
claimed to have a charge on the proceeds in priority
to the ordinary creditors, and Giffard, L.J., held
that they were entitled to it. He held that the
effect of the undertaking being charged was to charge
the property, present and future, and not merely
the income, and it followed that the company could
carry on its business in the ordinary way until the
charge attached, and that, the charge having attached
by reason of the winding-up, the ordifiary creditors
could touch nothing until the debenture holders
were paid. This decision gave judicial sanction
to a system which met the requiremenfs and desires
of the business community, and the development of
the debenture repidly:continued.

The Development of Debentures.

Amongst the points, now notorious features of
debenture issues, which from time to time were
accorded judicial recognition, may be mensigRed the
following, as materially assisting to place debentures
on their present footing: that a whole series of
debentures may be made to rank pari pass# as regards
security ; fpat the Court can, at the instancd of
.debenture holders, appoint a receiver, and, if netessary,
a manager also; that a majority of debenture holders
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rAay be empowered to bind the minority g that
debentuyes to bearer are negotiable instruments ;
that registered debentures can be made transferable
free from equities ; and that debentures afe putside
the operation of the Bills of Sale Acts. a?fhe recog-
nition of these and other points has contributed to
the growth of the existing system of borrowing by
compatties upon seeurity, a system alike beneficial
to the companies themselves and to the®investing’
public.* ¢ ° ’

It will have been gathered from what has been said
above that the bulk of the law relating to debentures
is case law, and that such statute law as there is on
the subject is of comparatively recent origin. Apagt
ffom the system of registration of debentures, which
is the creation of statute, it is hardly too much to say
that the legislation relating to debentures is scrappy.
Sundry provisions, from time to time deemed necessary
by, Parliament, have been enacted with the object «
of regulating in certain particulars a system already
well established. The bulk of case law, on the other
hand, is enormous, and increasing, and likely to increase,
every year. &ew but the lawyer, however, can be
interested in many of these deci.sions.

The Position of a Debenture Holder.

As regards the position of a debenture holder in a
company, inasmuch as some misapprehension in this
regard is by no means uncommon amongst the public,
it maywas well ¢o point out that a debenture holder,
as such, is not a shareholder’in the company in which
he holds debentures. He is a creditor, and, in the
was} ‘majority of cases, a secused creditpr. He has
lent mgney to the company upon certain conditigns
as *to security and otherwise and his rigjts are

2~(1770)
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regulXed by those conditions. As a secured creditot,
his rights prevail over those of the unsecared, or

du&ary creditor, apart from certain statutory
provxsmn%as to preferential creditors and some other
matters which will be noticed in,their place. It
sometimes happens that a debenture holder complains
that he has not received the annual report of the
ireators, But he is not a sharéholder, and his dnly
fight in “this respect is a statutory right, which he
has under section 114 of the Companies (€onsolidation)
Act, 1908 (see p. 110). This section entitles him,
in the case of a public company registered on or after
Ist July, 1908, but in no other case, to receive the
arnual report, balance sheet, etc., if the ordina
shareholders of the company (as is generally tﬁy
case) are entitled to receive them. The rights of
the ordinary shareholders depend, of course, on the
articles of association of the company. But the
debenture holder, whilst he has not the privileges.of
a shareholder, and is not even entitled to attend
meetings of the company, is, on the other hand,
provided his security is adequate, not directly
interested in the fortunes of the confpany, except
in so far as they may affect the market value of his
debentures. These features of the debenture holder’s
position are not always clearly recognized.



CHAPTER II
THE DIFFERENT KINDS OF DEBENTURES

Debentures and Debenture Stock.

TH#e Word “debenture,” as we have seen, denoteg
a document of a particular kind under the seal of a
comparly. Phe ‘term “ debunture stock,” on sthe
other hand, does not denote a document of any kind.
Debenture stock means the debt itself. ‘ Debenture
stock,” said Lord Lindley, “is merely borrowed
capital consolidated into one mass for the sakeeof
convenience ”* (Lindley on Companies, 6th Edn., p.
346) Similarly, in In re Bodman (1891, 3 Ch. 135),
Chitty, J., thus describes it: ‘ Debenture stock
is borrowed money capitalized for purposes of
cqnvenience.q

The common collocation of words * debentures and
debenture stock,” is therefore technically inaccurate,
although it could hardly be misleading to any one.
It is also noticeable that in section 285, the inter-
pretation section of the Companies (Consolidation)
Act, 1908, (see p. 118), it is laid down that in the Act,
unless the context otherwise requires, ‘ debenture
includes debenture stock. Debentures and debenture
stock, then, are not strictly comparable. A debenture
might be compared, or contrasted, with a debenture
stock ificate,* and a debenture holder might be
compared, or contrasted, "with a debenture stock
holdgr. But any attempted classification, on the
Hooging of debentures on the orfe hand apd debenture
stock an the other, would be illusory. ¢

Recognizing, then, that “ debenture stocy” is a

9



10 DEBENTURES

term gpar, any classification of debentures will ndt
include it.

< .

Ciassification of Debentures.

There are several points of view from which
debentures may be classified, and the chief of these
are set out below.

A., Debentures may be either registered debentutes,
or debentlires not registered.

«I. Registered debentures may be— .
() Simple registered debentures.
(b) Registered debentures, but with interest
coupons to bearer.
© II. Debentures not registered may be—
() Simple bearer debentures.
(b) Bearer debentures, but capable of regis-
tration.

B. Debentures may either contain a charge or
'not. ) v

I. Debentures containing a charge, or secured
debentures. The nature of the charge may vary.
There may be—

“  (a) A fixed charge.

(b) A floating clarge.
(¢) Both a fixed and a floating charge.

II. Debentures not containing a charge, or
unsecured debentures. These are often called
naked debentures and are not secured by any
charge.

C. The security, or charge, may be created by
different documents. It may be—

I. A charge in the debentures themselves. , «
I, A charge in a trust deed securing the
debetures, o
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III. A charge both in the debentures sherpselves
and ip a trust deed securing them.

D. The time for payment of the principal money
may be provided for in various ways. Thys, jt may
be repayable—

I. At a specified date.

II.  On specified notice.
® II!. Periodicaly by drawings

IV. Not at all, in which case the ‘ebentures
are cilled Perpetual or irredeemable debentures.

Registered Debentures.

The commonest type of debenture is a simple
registered debenture, containing in the instrumegt
itself a floating charge on the undertaking of the
company, and providing for the repayment of the
principal money on a fixed date.

A registered debenture is a debenture providing
that the pringipal money due thereunder is to be paid ,
to the registered holder of the debenture. The
conditions of such a debenture provide that the
company will keep a register, in which the names,
addresses, ete., of the holders will be entered, with
particulars of the debentures held by them respectively.
A registered debenture generflly provides also for
the payment to the registered holder of the interest
periodically due ; but in some cases interest coupons,
payable to bearer, are attached to the debenture,
and the actual holder of these can at the proper
times ert them into cash.

Bearer Debentures. )

o A 'debenture, which is not aeregistered debenture,
provides for the payment of both pfincipal gnd
interest to the bearer, that is to say, the factdal
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holder, of the debenture. To such a debenture
mteres? coupons are attached, also payable to bearer.
These debentures are commonly called bearer deben-
ttres. Sometimes they contain a condition entitling
the holder! on request to the company, to be registered
as the holder, in which case the deberfture is produced
to the companywand a note of the registration indorsed
onit. The holder is also generally.entitled, on request,
to hdve tke registration cancelled, in which case the
debsnture again becomes a bearer debepture.

Their Negotiability.

The outstandmg feature of a debenture to bearer
is that it is, like a bill of exchange, a negotiable instru-
ment. Whether it is secured by a charge in the
debenture itself, or by a trust deed, or by both, or
whether it is unsecured, nevertheless, provided that
it contains nothing inconsistent with the quality of
negotiability, it is negotiable, and transferable by
“mere delivery. An instrument may ve described
as negotiable when the legal right to the property
secured by it is transferable from one to another
by its delivery. The negotiability of bearer deben-
tures has been established by judicial decisions.

The negotiability oé various instruments has its
origin in mercantile custom, which the Courts from
time to time adopted as being in accordance with the
usages of trade. “ The law merchant ... with refer-
ence to bills of exchange and other negotiable securities,
though forming part of the general body eéhe Jex
mercatoria, is of comparatively recent origin. It is
neither more nor less than the usages of merchants
and traders in the different departments of ttade,
ratified by the decisions of Courts of Law, which’
‘updn’ guch usages being proved before them have
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gdopted them as settled l¢w with a view to the interests
of trade and the public convenience..?.By this
process® what before was usage only, unsanctioned
by legal decision, has become engrafttd updn er
incorporated into the common law and mey thus be
said to form past of it.” (Per Cockburn, C. J., Good-
win v. Robarts, L.R,, 10 Ex. 337, sat p. 346) In
Beghugnaland Exployation Company v. London Trading
Bank (1898, 2 Q.B. 698), Kennedy, J., haying hearg
evidencge that dgbentures to bearer had for many
years been treated in mercantile practice as negotiable
instruments, transferable by delivery from hand to
hand, held that the custom had been effectively
proved, and that certain debentures to bearer issued
Ry the Beira Junction Railway Company, an Englsh
company, were negotiable. And in 1902 Lord
Mersey (then Bigham, J.), in Edelstein v. Schuler &
Co. (1902, 2 K.B. 144), held that certain debentures
to bearer, capable of registration, were negotiable
isstrumentse® He entirely agreed with the conclusions*
of Kennedy, J., in the Bechuanaland Case, and with
the reasons which led up to them. He went on to
express the considered opinion that it was no longer
necessary fof evidence to be given in support of the
fact that such debentures are gegotiable, and that the
Courts ought to take judicial notice of it. The
negotiability of bearer debentures is thus firmly
established as part of the law of the land. It is
important to remember that, being a negotiable
instrusappt, a bearer debenture will pass on delivery
free from all equities between the company and the
original or any intermediate holder, and the delivery
by the holder to the company of the debenture or of
'the interest coupons will be a’good disgharge to the
cqmpdny for the principal or interest as the case may be.



14 DEBENTURES

Unsecured Debentures.

As tegards secured debentures, the naturg of the
charge whereby the security is conferred, and the
documents whereby the charge is created, are dealt
with laterf(see p. 40 ef segq.). Unsecured debentures,
that is to say debentures which cofitain no charge,
are at present an unusual class of document. As has
been already stated, they are coften callede naked
debefitures. An unsecured debenture is simply a
promise under the seal of the company ¢o pay to the
holder a certain sum with interest. The holder is
merely an unsecured creditor of the company, and he
cannot prevent the company, unless it is so prov1ded
by the conditions of the debenture, from issuing
mbrtgage debentures which will rank before him. In
one way only is his position better than that of an
ordinary trade creditor. The debenture being under
the seal of the company, the debt to him is a specialty
debt, and not a sxmple contract debt, and consequently
‘his right of action is not barred until the lapse of
twenty, instead of six, years. He may bring an action
against the company for his principal, when due,
or for his interest, or both, and, having obtained a
judgment, he can, if necessary, issue execution upon
it. Or he may present a petition for winding up the
company, either before or after he has obtained judg-
ment. If a winding-up be in progress, he may prove
for the debt as an ordinary unsecured creditor. But
he has none of the remédies of the mortgagee, which
are of such value to the holder of secured dedehtures
(see Chapter VIII). ¢

l’erpetual Debentures.
Perpet,ual or lrredeemable, debentures, are deben-
tures” which dbe either stated to be irredeefnable,
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or which contain a provision that the principab mgneys
shall be repayable only on the happening of some
event, however unlikely. Viewed in this light it will
be seen that the transaction is not a loan trapsaction ‘
at all; it is a sale, for a given sum, of the right to a
perpetual annuity® (Southern Brazilian Rio Grande
Company, 1905, 2 Ch. 78). There appedrs to be some
doub$ aseto whether 2o debenture, which, whilst ﬁxipg
no time for repayment, provides that it is redeemable '
cat the option @f tle company, is really a perpetugl
debenture or not (see Jarrah Timber Company v.
Samuel, 1903, 2 Ch. 1; City of London Brewery Company
v. Inland Revenue Commissioners, 1899, 1 Q.B. 121).
The legality of perpetual debentures was formerly,
frequently called in question, as infringing the rule
against perpetuities, or as offending against the
equitable doctrine that there must be no clog on the
equity of redemption. The legislature, however,
intervened to legalize them, and now, by section 103
of tfle Comparées (Consolidation) Act, 1908, it is
provided that * A condition contained in any debenture
or in any deed for securing debentures, whether issued
or executed befgre or after the passing of this Act,
shall not be invalid by reason only that thereby the
debentures are made irredeemdble or redeemable
only on the happening of a ccntingency, however
remote, or on the expiration of a period, however long,
any rule of equity to the contrary notwithstanding."

Issue of Debgntures at a Discount.

Provided that the memorandum or articles of
association of a company contain nothing to prevent
it, gebefitures of any kind may be issued at a discount
(Campbell's Case, 1876, 4 Ch. D. 470). Shires may,
ot besissued at a discount, although by section 8% of
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the Cofppanies (Consolidation) Act, 1908, commissions
may be paid on their issue, subject to certain restric-
tigns. That section, however, has no application to
debentures, and there is nothing whatever, subject to
the ‘coristitution of the company not prohibiting it,
to prevent a company obtaining’ loans on the best
terms, as to* commissions or discounts, that it can
secure. ] L] e

%Comr~ission paid on the issue of debentures must
be paid in cash, or in the form ef bgnus debentures..
Fully or partly paid up shares cannot be issded as
commission for taking up debentures. Further, where
debentures issued at a discount are exchangeable for
fully paid shares, this involves the issue of shares at
a discount and will be restrained (Moseley v. Koffyfoutein
Mines, 1904, 2 Ch. 108).

There are certain statutory provisions as to com-
missions or discounts paid or allowed on debentures,
necessitating their adequate disclosure.  Such
commissions, etc., must be disclosed+- :

(a) In the company’'s annual summary (Sec. 26;
see p. 90).

(6) Irr any prospectus of the company (Sec. 81 (1) (k) ;
see p. 95).

(¢) In a statemext in lieu of prospectus (Sec. 82
and Second Schedule ; see p. 97.)

(d) In every balance sheet until the whole amount
has been written off (Sec. 90; see p. 101).

(¢) In the particulars of mortgages and charges
required to be registered with the dRegistrar of
Companies (Sec. 93 (4);; see p. 103).



CHAPTER III
BORROWING POWERS

A coMPANY which desires to borrow nfoney on the
securigy of debentures snust first be satisfied that the
proposed transaction is not beyond its powers. It
is an essemtial featare of an incorporated company
that it can do nothing but what it is authorized to
do. Its powers are limited and defined by its
nmiemorandum of association, just as in the case of a
statutory company its powers are limited and defined,
by dts special Act. “I only repeat,” said Lord
Selborne in Ashbury Carriage Company v. Riche (1875,
7 H.L. at pp. 393, 394), “what Lord Cranworth
stated to be settled law, when I say that a statutory
corporation, created by Act of Parliament for a
partiular purp8se, is limited, as to all its powers,
by the purposes of its incorporation as defined in that
Act. The present and all other companies incor-
porated by virtue of the Companies Act of 1862
appear to me to be statutory corporations within this
principle. The memorandum of ®ssociation is under
that Act their fundamental, and (except in certain
specified cases) their unalterable law; and they are
incorporated only for the objects and purposes
expressed in that memorandum. The object and
policy of 4hose provisions of the statute, which
prescribe the conditions to be expressed in the memor-
andum, and make these conditions (except in certain
poipts) *unalterable, would be liahle to be defeated,
if a contract under the common seal, whifh on the
face of it transgresses the fundamental law, were mot
17
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held,to be void, and wlira vires of the company, as well
as beyond the powers delegated to its directors or

_ administrators. .. . I am unable to see any distinction

for thjs purpose between statutory corporations
under Railway Acts, and statutory corporations under
the Joint Stock Companies Act of 1862.”

Express Power to Borrow. o

The fast question, then, for a company desirous
of borrowing on debentures is tb ascertain whether”
it has power to borrow. A modern company almost
invariably has in its memorandum express power to
borrow and to give security, in which case no difficulty

-arises. A form, something to the following effect,

will in general be found in the objects clause (clauge 3)
of the memorandum : * To borrow, or raise, or secure
the payment of money in such manner as the company
shall think fit, and in particular by the issue of
debentures or debenture stock perpetual or otherwise
charged upon all or any of the company’s property
(both present and future) including its uncalled
capital, and to purchase, redeem or pay off any such
securities.”’ ‘

Implied Power to Borrow.

But sometimes, in the case of older companies,
there is no express power to borrow, or only an
imperfect one. In such a case the principle to be
applied is this : if the power to borrow can be implied
as incidental to the company’s expreﬁed objects,
the company may borfow and may give security, in
spite of the absence of an express power. In the
case of a trading, or commercial company, it is settled
Jaw that it has implied power to borrow money for the
pufppses of its business, if such borrowing # not
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exptessly prohibited (General Auction Estate Gompany
v. Smith, 1891, 3 Ch. 432; In re Badger, 1905, 1 Ch.
568), since borrowing is reasonably incidental to the
obje¢ts for which it was established. On thg other
hand, a company whlch is not a commercial or trading
company has no Implied power to borrow (In re
Badger). 1t is also settled law that, if a company has
power* to*borrow, whether express or implied, it hgs
power to give security, by way of mortgage of*charge,
‘for the ldan (Genc¥al Awuction Esiate Company V.
Smith).

.In the case of a company which is not a trading
company not having an express power to borrow, or
having an express power to borrow which is note
suffitiently wide, the remedy is to be found in section
9 of the Companies (Consolidation) Act, 1908 (see
p. 88), whereby the company can, by petition to the
Court, obtain its sanction to certain classes of altera-
tions in the objgcts clause of the company’s memor-
andum of association. One class of alteration within
the section is an alteration which will enable the
company “ to carry on its business more economically
or more efficientdy,” and the inclusion of a power to
borrow has frequently been sanctloned under this
provision.

The Power to Borrow : How Exercised.

Assuming the existence of the power to borrow,
whether express or implied, the method of its exercise,
as prescriben by, ¢he articles, must be carefully
followed. It is sometimes thetcase that the articles
are entirely silent on the point, and contain no direct
refarenge either to the borrowug powers of the
company gr to their exercise. There ise 'however,,
almost* always an article specifying the powers of fhe
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direetorS. Clause 71 of Table A, for example, i$ as
follows: * The business of the company shall be

. mAnaged” by the directors, who may pay all expenses
incurred in getting up and registering the company,
and may exercise all such powers of the company as
are not, by the Companies (Consolidation) Act, 1908,
or any statutory modification thereof for the time
being in force, or by these articles, required ‘to be
exercised by the company in general meetmg, subject
nevertheless to any regulation of thes? articles, to the
provisions of the said Act, and to such regulations
being not inconsistent with the aforesaid regulations
or provisions, as may be prescribed by the company

~in general meetmg ; but no regulation made by the
company in general meeting shall invalidate any
prior act of the directors which would have been valid
if that regulation had not been made.” Where such
an article exists, then, in the absence of any provision
in the articles as to the borrowing powers of the
company, the power to borrow is one of the powers
of the company which is exercisable by the directors
at their sole discretion and without limitations, and,
providéd that in borrowing they act bona fide in the
interests of the company, their acts cannot be called
in question.

More frequently, however, the articles of a company
contain an express provision that the directors may
exercise the borrowmg powers of the company.
Sometimes the power is given without any control
from a general meetmihof the company, whilst some-
times it is subject to the sanction of the company in
general meeting. In the latter case it can only be
exercised after the‘passing by a general meeting of an
erdmary cesolution authorizing it. Oocasxonally
hbwever. the sanction of a special or_extraordinary
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reslution of the company is required. There is one
practical difference in the effect, according as the
sanction of an ordinary resolution on the éne hand, »
or that of a special or an extraordinary reSolution
on the other hand, is required. An outsider dealing
with the company, in accordance withethe principle
of the well known case of Royal British Bank v. Tur-
quand (1855, 6 E. & B. 327), is entitled to assyme timt
.21l the internal regulations of the company have been
complied with. ® Thus, if he is lending money to the
company, although he is in law taken to be acquainted
with the contents of the memorandum and articles
(which, being on the file at Somerset House, are public
documents), and therefore to know, for example,®
that"an ordinary resolution of the company is required
before the directors can properly borrow, he is entitled
to assume that the ordinary resolution has been duly
passed. But, in the case of a special or extraordinary
resolytion beingprequired, since by section 70 of the
Companies (Consolidation) Act, 1908, copies of all
such resolutions are required to be filed with the
Registrar of Companies, it appears that the lender is
not entitled to a%sume that such a resolution has been
passed, since he may ascertain the fact for himself
by inspection of the file (Irvine v. Union Bank of
Australia, 1877, 2 A.C. at p. 379).

Limitations on Amount Borrowed.

A limit to_the amount which may be borrowed is
frequently provided® for in articles of association.
The limit is often absolute, an¥l a sum, e.g., £20,000,
is named as the amount which may be outstanding
on doams at any one time. Sométimes thg limit is
fixed withereference to the capital of the tompany »
thus, for exatyple, the amount outstanding may not
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exceed tne nominal amount of the company's capital,
or the amount of the issued capital, or one half of the
. athount of the issued capital, or as the case may be.
Or there may be a conditional limit, the articles
providing that the amount outstanding may not
exceed a certain sum, without the sanction of a
resolution (or of an extraordinary, or a special resolu-
. tien) of the company. It has‘veen held by the Court
of Appédl that, where by the articles the amount
borrowed may not exceed the amount uf the prefgrence’
share capital, and no preference shares have in fact
been issued, the restriction on borrowing does ngt
apply until preference share capital is issued (In re
oJohnson Foreign Palents, 1904, 2 Ch. 234), In
ascertaining whether in any particular case the fimit
prescribed has been exceeded, it must be remembered
that an overdraft from a bank is a loan, and represents
an exercise of a company’s borrowing powers to the
extent of the overdraft (Cunliffe Brookes & Cp. v.
Blackburn Benefit Society, 1885, 9 A.C. 857). Inasmuch
as the amount of an overdraft is generally liable to
constant fluctuations, it is necessary for a company
which, having nearly reached the limi# of its borrowing
powers, - desires to borrow further, to estimate as
nearly as possible the probable maximum amount of
the overdraft, and to take care not to exceed it,
at the same time limiting the amount of its new
borrowing to such an amount as, together with the
estimated maximum overdraft and all other outstand-
ing loans, will not exceed the limit of fts borrowing
powers.- 7
It must not be forgotten that any provisions in
the articles of a tompany as to bon'owmg aresin
common with all other provisions in articles of
assogiation, alterable by special resolution 6f the
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company, in pursuance of section 13 of the CSmpanies
(Consoliddtion) Act, 1908.
The regulations of the Stock Exchange (see’Appendix
B, p* 128), require that companies applying for an official
quotation shall have in their articles a provision limiting
the borrowing powers of the board. , Accordingly,
in thg cage of companigs having an official quotation,
some limitation on these powers will always be found,
.although the form ,of the limitation is sﬁ)ject to
considerable vafiation. .

Unauthorized Borrowing.

From the above it will have been gathered that
borrpwing may be unauthorized in two distinct ways.®
The company may have no power, either express or
implied. In that case any borrowing on behalf of
the company is wlfra vires the company. Or, whilst
the company has power to borrow, the directors™
rightr of exerci®e of the power may be limited. In
that case, any borrowing beyond the prescribed
limitations is wlfra vires the directors, although intra
vires the company. The effect of the wltra vires act
is not the same th both cases.

If the borrowing is wlira vireg the company, the
company has purported to perform an act which it
has no power to perform, and the effect is that there
is in law no debt and no security. The whole trans-
action is void and incapable of ratification by the
company. Ij would seem, however, that the lender
of money which acolnpany is not authorized to borrow
has an equitable remedy, eldborately discussed by
the House of Lords in the famous Birkbeck Bank case
(Séhcldir v. Brougham, 1914, A.C. 398), whigh entitles
him tq foltow the money and recover it, if he can trzce
it, in the hapds of the company, either in cash or

—(1770)
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in the form of resultant property. The practléal
difficulty, of course, is that it is not very oftef possible
4o earmark money thus. Where, however, a company
has powtr to borrow, but exceeds its authorized lifhit,
the lender, although his security s valueless, may
be an unsecured creditor of the company for so much
of the money borrowed as has been applied ip paying

- the lawfyl debts of the company (Cork and Youghal

Raslway, 1869, 4 Ch. App. 748).

‘If the directors borrow beyond the' scope of <their
powers, although within the powers of the company,
then their unlawful act, being #nira vires the company;
may be ratified by the company. The position of the
fender in the case of borrowing wlira vires the directors
is this. If the contents of the memorandum and
articles of association of the company show the
limitations on the power of the directors and those
fimitations are exceeded, then, the lender, having lent
with constructive notice of the facts, th® memorandum
and articles being public documents (Mahony v. East
Holyford Mining Company, 1875, L.R. 7 H.L. 869),
cannot recover against the company ; and, further, he
cannot recover against the directors, seeing that,
having ‘notice of the facts, he was not misled. But
if the borrowing was apparently in order, so far as
the memorandum and articles showed, he would then
be entitled to the benefit of the important rule in Royal
British Bank v. Turquand (1855, 6 E. & B. 328; see
p. 21), whereby he is at liberty to assum%that all the
internal affairs of the company Have been regularly
conducted, and he will be able to recover and to

treat his security as valid. ¢
¢« o

Form of &m Authorizing Borrowing. < )
_. ‘The construction of the clause in the memorandum
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of a company which authorizes borrowing is freqhently
of importince. On page 18 we have set out,a common
modern form of such a clause, which was dyafted to’
medt various difficulties which had previously arisen.
The clause begine, “ To borrow, or raise.” If the
word “raise "’ be omitted, a compan} cannot issue
perpgtua) or irredeemable debentures, which, as we
have already seen, are in reality perpetualeannuities
(see p. 15}  Tg borsow involves the idea of repayment
at some time or other, and this idea is wanting in
the case of irredeemable debentures (see Southern
Brazilian Rio Grande Company, 1905, 2 Ch. 78).
Again the precise wording of the clause may be of
imgortance where it is proposed that the charge to
to be given by the company shall include a charge
upon its uncalled capital. If the power to charge
uncalled capital be not expressly given (as it is in the
clause on p. 18), there may be a question as to whether
it i® legally pdssible to charge it. There have been
many decisions on the wording of borrowing clauses.
which it is beyond the scope of this book to deal with,
But it may be mentioned, as indicating the difficulty
of the matter, fhat it has been held on the one hand
that a power to charge * the property "’ of the company
will not authorize a charge on uncalled capital, whilst
a power to charge * the assets " of the company will
authorize it.

In this connection it may be noticed that a power
to borrow dges not authorize a joint borrowing by the
company and otllers. But the effect of such a trans-
action is that the company is liable to the lender for
such ion of the joint loan ,as it has actually
received, and any charge that it has given is yalid to the
sexteng of the money which it has received from ¢h8
lender (In re Johnston Foresgn Patents, 1904, 2 Ch. 234).
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Power‘to Borrow : when first Exercisable.
The provisions of section 87 of the Companies
"(Cons‘olidation) Act, 1908 must be observed in con-
nection with borrowing. That section provides that
a company shall not commence®any business or
exercise any bbrrowing powers until it has complied
with certain formalities, after which it receives from
“the Regis‘rar of Companies a certificate thatwit is
entitled to commence business. The <company,
whether or not it issues a prospectus on its formdtion,
accordingly cannot exercise any borrowing powers
until it has complied with the section. But, by sub-
section (6), the section does not apply to private
companies, and these may therefore commence
business and exercise their borrowing powers
immediately after incorporation.

An important concession is, however, made by
sub-section (4), which provides as follows : * Nothing
in this section shall prevent the simultaneous 8ffer
for subscription or allotment of any shares and
debentures or the receipt of any money payable on
application for debentures.” The effect of this is
that a gompany, if it issues a prospectus on its forma-
tion inviting subscriptions for its shares, may also at
the same time offer its debentures, and it may allot
debentures as well as shares, and may receive money
payable on application for debentures, without con-
travening the section. And to have enabled it to offer
the debentures, some resolution of the board must have
previously been passed authorizing the borrowing.
But an offer of debentures alone, before the company
has obtained the certificate entitling it to commence
business, ‘yould be prohibited by the section. If
shives and debentures have been simultaneously:
-offéfed and allotted, and subsequently ¢he company

&
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for some reason is unable to obtain the cerfificate,
the money received must of course be returned tosthe
lenders The exercise of the company’s borrowmg
powers in contravention of the section, renders every
person responsiblé liable to a fine not exceeding £50
for every day during which the® contravention
confgnues (sub-sec. (3)). The section will be fopnd
set out in full on page 99. ¢

By section 92 of the Act (see p. 101), unless the
conditions of issue otherwise provide, the debentures
or the certificates of debenture stock, as the case may
be, must be complete and ready for delivery to the
persons entitled within two months after any allotment
of «debentures or debenture stock; and similarly
after transfer, the debentures, or certificates of
debenture stock, must be complete and ready for
delivery within two months. Default renders the
directors and officers of the company liable to .
penilties.



- CHAPIER IV*
THE FORM OF A DEBENTURE

[4
"THERE is"nothing in law which renders it necessary
for a debenture to be framed in ary stereotyped form.
But it will be found that at the present day there is
a certain general uniformity of type about the instru-
ment, and that variations from this type are relatxvely
emall. It is proposed in this chapter to set out in
full a fair specimen of a modern registered debentare,
and to explain the reasons for, and the meaning of,
the various clauses. The conditions are in the vast
majority of cases indorsed on the document.

As regards the heading given on page 29, the greater
part of it is unnecessary unless a Stock Exchinge
quotation is desired. The Stock Exchange regulations
(see Appendix B, p. 130), require that a debenture
should state on its face the authority under which
the company is constituted, the nominal capital of
the company, the dates when the interest on the
debentures is payable, and the authority under which
the . issue is made (s.e., the articles of association and
resolutions) ; whilst on the back of the debenture
must be stated the conditions of issue, redemptlon
and transfer. In the form below, if novquotation is
desired, the heading nped merely comprise the name
of the company and some such words as “ Issue of
500 debentures ofs £100 each, bearing interpst, at
B per cent, per annum.”
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[FORM OF REGISTERED DEBENTURE.]

v

THE A.B. COMPANY, LIMITED. .

L] .
(Incorporated unde.r the Companies Acts, 1908 to 1917.)

Capital £200,000, divided into 100,000 54 per cent.
cumulat.ive preference, shares of £1 each, and 100,000
ordifary shares of £1 each. LI

Issue of a series, of 500 debentures of ZIOO each,
carrying interft at 6 per cent. per annum payable
half-yearly on the 1st day of January and the Ist
day of July, authorized by clause 52 of the Company’s
articles of association and by a resolution of the
dirgctors dated the 23rd day of October, 1919. ¢

No. 136 DEBENTURE. £100

1. The A. B. Co., LIMITED (hereinafter called * the
Company ') will on the 1st day of January, 1925, or
on such earlier day as the principal moneys hereby
secured become payable in accordance with the
conditions indogsed hereon, pay to J. S., of 53 London
Road, Reading, in the County of Berks, Merchant,
or other the registered holder hergof for the time being,
the sum of £100.

2. The Company will pay to such registered holder
interest on the said sum of £100 until repayment
thereof at the rate of £8 per cent. per annum by equal
half-yearly gpayments on the 1st day of January
and the 1st day 8f July in every year, the first of such
payments, or an apportioned part thereof, to be made
on thes1st day of July, 1920. .

8. 'he Company hereby charges with suck payments

vits ugdertaking and all its property both Present anti
future, including its uncalled capital.
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4, This debenture is issued subject to and with the
begefit of.the conditions indorsed hereon, Which are
to be deemed part of it. ,

‘Given under the common seal of the Company this
17th day of January, 1920. :

The common seal of the Company was affixed
hereto in, the presence of— o

*CYH ) A
EF }?mctors.
X Y, Secretary.
The Conditions within referred to. .

1, This debenture is one of a series of debentures of the
company for securing principal sums not exceeding in the
whole at any one time the sum of £50,000. The debentures
of the said series, whether original or not, are all to rank
pari passu in point of charge, without any preference or
priority over one another, and such charge {s to be a floating
charge [but so that the company is not to be at H to
create any mortgage or charge in priority to or pari passu
wi;h 'trhf said debentures]. o

. The company will keep at its registered office a register
of the debentures and will enter therein the names, addresses
and degcriptions of the registered holders and the iculars
of the debentures held, by them respectively. e register
will be open during ordinary business hours to the inspection
of the registered holder hereof and of his legal personal
representatives and of any person authorized in writing by
him or them.

3. The company shall not be bound to enter any notice
of any trust, express, implied, or constructive in the register,
and shall not be bound to recognize anyone 4s having any
title to this debenture except the registured holder hereof ;
but so that the legal pertbnal representatives of a deceased
sole registered holder, and any person becoming entitled to
thisdebentumbyreaapnofthebankmgtcyofany istered
holder, shall," upon ucing such evidence as the L]

from time to time require, have the same rights and be
.up%ecttotheumeprovieionusmherdneonferredonand"
‘ concerning a registered holder of thiz debenture.
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4. Every transfer of this debenture shall be %n writing
under the hiand of the transferor, and any such tranffer left
at the registered office of the company together with a feg of
2s. 6d., and this debenture, and such other evidence as the,
direktors may reasonably require to show the right ¢f the
transferor to transfer, shall be registered. On registrationeof
any such transfer a hote of the registration shall be indorsed
on the debenture. .

5. When this debenture is registered in the names of joint
holdé&rs, the survivor or %survivors of them shall be deemed
to be the registered holder thereof, and any sgle survivore
shall be deemed to beythe sole registered holder. Any notice
by the company, and any cheque or warrant for interest,
sent to the registered holder hereof under the provisions
gereinafter contained may be sent to any one of such joint

olders at his registered address or to such other person and/or
address as he may direct.

6. All principal moneys and interest hereby secured sha]l
sulject to the provisions of the next condition be paid to the
registered holder of this debenture without regard to any
equities between the company and any prior holder of this
debenture.

7. Any person becoming entitled to this debenture by
reason of the death or bankruptcy of the registered holder
shadl, upon such evidence being produced as the directors
may reasonably require, have the right to be registered as
the holder hereof, but such registration shall not prejudice
any right which the Company, but for the same, would have
had against the deceased or bankrupt registered holder.

8. The principal moneys and interest hereby secured will,
when the same become payable, be paid as follows, that is to
say, the principal moneys at the registered office of the com-
pany, and the interest by cheque or warrant sent through
the post in a prepaid letter addressed to the registered holder
of this debenture at his registered address, or to such other
person and/or address as he may direct.

9. The company may at any time give six calendar months’
notice in writing to the registered holder hereof of its intention
to pay off this debgnture, and thereupon’at the expiration
of such period the principal moneys hereby secured shall
become payable, )

10._The principal moneys hereby secured shall immediately

e payable on the happening of any of the following
events, :mnely— ®

*(a) If the company makes default for a Period ofstiree
calendar ryonths in payment of any interest hereby secured ;
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(bghli- an order is made on an effective resolution passed
for the winding-up of the company ; ¢

« (c) If any execution or sequestration or other process

of any Court or authority is sued out against, or any distress

levied eapon, any of the property of the company; ¢
< (d) If a receiver is appointed of any of the property of
the company ; .

(¢) If the cempany ceases to carry on business.

11. At any time after the principal moneys herehy secured

bec.ome payable, the registered holder of this debenture
' may, with ¢he consent in writing of the holders of the majority
of the outstanding debentures of this seies, bv writing appoint
any person or persons to be a receiver or receivers of the
property hereby charged, or may with the like consent remove
any such receiver and appoint another in his place, and may
fix the remuneration of any such receiver, provided always
that any such receiver shall be the agent of the company
2nd the company shall alone be responsible for his acts and
defaults. And any receiver so appointed shall have power—
(a) To take possession of all or any part of the property
and assets hereby charged ;
(b) To carry on the business of the company in such
manner as he may think fit ;
(c) To sell or concur in selling any of the property
hereby charged ; ¢
(d) To enter into any compromise or arrangement that
he may deem expedient.

And all moneys received by such receiver or receivers shall,
after providing for the matters specified in (j) (i) and (iii) of
section 24, subsection (8), of the Conveyancing and Law of
Property Act, 1881, be applied in or towards the satisfaction
of the outstanding debexi}:ures of this series pari passu. The
foregoing provisions in this condition shall take effect by way
of variation and extension of Sections 19 to 24 inclusive of
the said Act, which provisions so varied and extended shall be
deemed to be incorporated herein.

12. All notices may be given by the company to the regis-
tered holder hereof either personally or by postdn a prepaid
letter addressed to such holder at his rfegistered address, or
to such other person and/or gddress as he may direct.

13. Any notice if served t shall be deemed to have
been served within twenty-four hours from the time whep the
letter containing the safne was put into the post office,
in proving a&l; service it shall be sufficient to prove that
suéh etter properly addressed and put into the post
m ! ©
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CLAUSE 1.—This, the debenture being thdgr the
seal of th® company, is the covenant of the company
to pay the principal sum to the registered holder, “at,
the®time when it becomes due. Although the word
“covenant ”* does,not appear in the form, none the
less the agreement or undertaking of, the company
undgr seal constitutes in law a covenant, and may be
sued upon as such. .

A deed 1m.ports consideration. It is® therefore
unnecessary to express in a debenture under seal
the consideration for which it is granted. Sometimes,
‘however, the words, * For value received,” or some
similar expression, are inserted. It frequently happens
that a debenture is issued as security for an advanee
which has previously been made to a company. In
legal phraseology the consideration for the issue of
the debenture is then a past consideration, which in
the case of contracts not under seal is insufficient to
support a pr8mise. It has been laid down in the
Courts that the mere existence of an antecedent
debt is not valuable consideration for a security given
by a debtor (Wigan v. English and Scottish Law Life
Assurance Contpany, 1909, 1 Ch. 291 ; Glegg v. Bromley,
1912, 3 K.B. 474). This principle does not, however,
appear to touch the validity of debentures under seal
issued as security for a past debt, the decisions cited
being in respect of cases where valuable consideration
was necessary to the validity of an assignment under
seal, eitheg by statute or by the terms of a contract.
Moreover, consideration will readily be implied in
the case of secunty being in fact given and the creditor
thereafter in fact refraining from pressing his debtor.

As regards the date fixed for paymept, this wxll
obyioufly vary according to the terms of the
Where no fixed date is contemplated, ¢.g., where the
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amougt' Secured is repayable on specified notice, or by
periodic drawings, the clause will in genefal run as
follows : ¢ The A. B. Co., Ltd., etc., will as and when
the principal moneys hereby secured become payable
i accordance with the conditions indorsed hereon
pay to, etc.” . Reference to the conditions will then
show when the principal is repayable.

(CLAUSE 2.—The promise of the company to pay
interest 6n the dates specified is also a covenant,
and may be sued upon as such.

CLAuse 3.—By this clause the security is created,
and an equitable mortgage of the company’s property
constituted. See also Condition 1, whereby the
charge is expressly declared to be a floating charge.
The matter of the charge, the most important feature
of a debenture, is dealt with in the next chapter
(see p. 40).

CLAUSE 4.—The effect of this clause is simply to
incorporate into the debenture the indored conditiens.

The date at the foot should be the date on which the
instrument is actually executed by the due affixing of
the seal.

As regards the attestation clause, thé seal must be
affixed with such formahtxes as are prescribed by the
articles of association‘of the company. These vary,
but it is usual to provide that the seal shall only be
affixed by the authority of the board, and in the
presence of at least two directors, who must sign
every instrument to which the seal is affixed, and
that the secretary or some other ‘person appointed
by the directors shall conntersign every such instru-
ment. As has been seen above (see p. 21), an outsider
dealing with a compahy is bound to acquaint himself
with, the coe:tpanys regulations, so far as they are
cofifainéd in public documents ;. but he js enti@led
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to assume that all matters of internal mahagement
have beef duly carried out. Thus, a person taki
debenture, attested as above, would have to find dut,
for®himself by inspection of the company’s a=nticles
that two directors and the secretary must attest the
affixing of the seal, but he would be entjtled to assume
that_thg seal had beep affixed under the authonty of
the board.

ConprrjoN 1.—The effect of this condftion xs to
limit the issue’to a stated sum, and to ensure that all
the holders of debentures of the series are to rank
tqually and be treated alike. The words, ‘ whether
original or not,” are important, and cover the case
of the re-issue of redeemed debentures, or the issue
of substituted debentures in their place, as permitted
by section 104 of the Companies (Consolidation) Act,
1908 (see p. 108). Such debentures are to rank equally
with those of the original issue. The re-issue of
debentures is Yealt with on page 71. The matter of
the floating charge, and the effect of the insertion of
the words enclosed in square brackets at the end of
the condition, are dealt with in the next chapter (see
p. 46).

ConpiTION 2.—There is no obhgatxon on a company
to keep a register of debenture holders, although by
section 100 of the Act (see p. 58) it is bound to keep
a register of mortgages and charges. But, except
in the case of an issue of debentures to bearer, it is
in practice, necessary to do so, unless merely a few
isolated debenturés and not a series are issued. The
last part of this condition i unnecessary, since, by
section 102 of the Act (see p. 107), every register of
holders of debentures of a coffipany myst be open
to the iffspection of the registered holders deben’zres,
as well as qf shareholders, for at least two hours daily,
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and co ﬁnés may be obtained on payment ; the register
may, however, be closed for such period or periods,
not exceeding in the whole thirty days in any year,
as may De specified in the articles. These provisjons
were first made by section 12 of the Companies Act,
1907. Before that time, in the absence of an express
provision in the debentures themselves for inspection
] of the register, it was almost impossible for déberiture
holders td combine, for the purpose, for example, of
opposing a variation of their rights,’ owing to the
difficulty of inter-communication.

ConpiTION 3.—This is an important clause, and
relieves the company from the obligation of recognizing
any but the registered holder of the debenture, or
his legal personal representatives, as well as from the
obligation of recognizing any kind of trust subsisting
in respect of the debenture. The company is, how-
ever, of course, bound by any order of the Court,
notwithstanding this provision. s °

ConpITION 4.—Freedom of transfer is almost in-
variably provided for in the case of an issue of
debentures, and where a Stock Exchange quotation
is desired it is essential (see Appendix B, p. 127). On
the registration of a transfer, the transferee becomes
the registered holder, nd all the rights of the transferor
vest in him; see also Condition 6. The clause fre-
quently provides that the company may retain the
transfer.

ConpITION §.—The first part of this condition
applies to the case of joint holders the.principle of the
right of survivorship, which is a legal incident of joint
tenancies. As regards the latter part, it is ,often
provided that notices, etc., shall be sent to the Joint
hqlc}.er whose name stands first on the register.

CoNDITION 6.—The effect of this is to protect’ the
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tranhsferee of the debenture against any claims by way
of set-off gr otherwise, which the company may have
against the transferor or any other prior .registertd
holder. Under condition 4, however, the eompany’
may refuse to register a transfer, if it has any uf-
satisfied claim against the transferor, on the ground
that the transferor’s title to transfer is not clear.

A 8eb¥nture is a chole in action. By section 25 (6)
of the Judicature Act, 1873, assignments of choses '
in action are récognized, provided that the conditions
there laid down are fulfilled. But such assignments
are, by the statute, expressly made subject to equities.
The object of Condition 6 is to exclude the statutory
provision as to equities by a special contract between
the’ company and the debenture holder, whereby the
assignment or transfer of the debenture is enabled to
be made without regard to existing equities.

ConpiTION 7.—This is analogous to the ordinary
trapsmission clause as to shares in the articles of
association of a company.

ConpITION 8.—It is the law that, in the absence
of provision to the contrary, a creditor must seek
out his debtoreand pay him. This procedure is here
varied by providing that the principal money is to be
paid at the office of the compdhy, whilst interest is
to be paid by cheque sent by post. The ordinary
rule would prove highly inconvenient in practice.

ConprTiON 9.—This is a common, but not a
necessary, Brovision. Where it exists, it should be
read in conjuncjion with Clause 1 of the debenture,
which provides for repaymenj on a fixed date, or on
such garlier date as is provided by the conditions.
This® condition provides for ane earlier date at the
com ’s option. S .

Sometimes the option lies with the debenture
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holder, i which case the condition will provide that
he ma.y, on some specified notice, require the company
[to‘pay off the debenture.

It is woften the case that early payment of the
cbmpanys optlon is made to include the payment
of a premium, in which case the condition will be
worded accordingly.

ConprTION 10.—In this condition are set dut some

" of the eveitts on the occurrence of which it is commonly
provided that the security shall becorae enforceable,
or, in other words, the floating charge shall attach
(see p. 42). The list is frequently curtailed, or may be
extended indefinitely, according to the circumstances
of the loan.

(@) is generally inserted in some shape, though
the period of default varies. It is not unusual for
some such words as the following to be added: “and
the holder by notice in writing to the company calls
in the principal moneys.” These werds are often
useful, as it may not be desirable for the charge to
attach automatically on default by the company in
the payment of interest, without any act of volition
on the part of the debenture holder. ¢

(b) frequently concludes with the words * except
for the purpose of ‘reconstruction,” an apparently
useful reservation. But the words are valueless,
since it was held in In re Crompion & Co. (1914,
1 Ch. 954) that, in spite of such a provision, thefact
that the undertaking, on the security of which money
has been borrowed, has come to an end by reason of
a winding-up resolution, entitles debenture holders
to realize their security.

Connmon 11.—Accondition, empowering a speexﬁed

rtion ‘pf the debenture holders to appoint a
mewer. when the principal moneys become payabie, is
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fre(;uently inserted. Whether or not such a condition
is present pthe Court can, of course, appoint a receivgr,
but the power of so domg’ without recourse to the.
Goust, is often advantageous. The posxtlon of 2
receiver appomted by debenture holders is dealt with
hereafter in Chapter VIII (see p. 78).

CONDITIONS 12 & ,13.—The insertion of these
conditions is a usual and proper business precautien,
,intended tp precludg the possibility of dlsputes as to
the due glvmg &f notices by the company.

4—(1770)



CHAPTER V
THE CHARGE

THE essential feature of debentures, other than naked
debentures (see p. 14), is the Security for tke lvan,
‘conStituted by a charge on property of the company.
The charge may be a fixed or specifie chdrge, or a
floating charge, or there may be a fixed as well as a
floating charge.

Fixed and Floating Charges.

The distinction between a fixed and a floating
charge may be explained in the words of Lord
Macnaghten in Illingworth v. Houldsworth (1904, A.C.
355) : ‘“ A specific charge, I think, is one that without
more fastens on ascertained and definite property, or
property capable of being ascertained and defined ;
a floating charge, on the other hand, is ambulatory
and shifting in its nature, hovering over and so to speak
floating with the property which it is-intended to affect
until séme event occurs or some act is done which
causes it to settle and fasten on the subject of the
charge within its reach and grasp.” Another judicial
expla.natlon of the nature of a floating charge was
given by Lord Macnaghten, in Government Stock
Investment Company v. Manila Railway (1897, A.C.
81), in the following words: “ A floating*security is
an eqmtable charge on the assets for the time being
of a going concern. It aftaches to the subject charged
in the varying condition in which it happens te be
from time 4o time. It is of the essence Qf such
ch‘hfge that 1t remains dormant until the undertakmg

. 40
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charged ceases to be a going concern, or «intil the
person in_whose favour the charge is created” inter-
vénes. His right to intepvene may, of .course, sbe
suspended by agreement. * But if there is no agree”
ment for suspension, he may exercise his right
whenever he pleasets after default.” Further, in Inre
Yorkshire Woolcombers Association (1903, 2 Ch. 284),
whioch went to the Hotse of Lords under the name of
Illingworth v. Houldsworth, Romer, L.J.,esaid that
a mortgage or gharge is a floating charge if it contains
the three following characteristics: (1)If it is a
¢harge on a class of assets both present and future ;
(2) It that class is one which in the ordinary course
of business of the company would be changing from
timke to time ; (3) If it is contemplated by the charge
that, until some future step is taken by or on behalf
of the mortgagee, the company may carry on its
business in the ordinary way so far as concerns the
particular clasg of assets charged.
ere there is a fixed charge, it is usually given over
the immovable property of the company, e.g., land
and buildings, and the company can carry on its
business as before, in spite of the charge, until cir-
cumstances arise which entitle the persons in whose
favour the charge is created *to enforce it. The
existence of the fixed charge prevents the company
from dealing with the property so charged, except
subject to the charge; so that the company cannot
(except with the consent of the mortgagee) sell such
property, ahd can, only mortgage it subject to the
mortgage already existing. Generally, where there
is a fixed charge to secure an issue of debentures, the
charge’ is contained in a trust ,deed to secure the
issue. The nature of a trust deed is expldined below
"(see op. 47). But there is nothing to® prevent' ‘a
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debentuiz containing a ‘fixed charge over certain
propeity, as well as a floating charge over other
property of the company. g

“ A ﬂoatmg charge generdlly charges the whole of a
cumpany’s undertaking and assets, both present and
future, and frequently its uncalled ‘capital is included.
Or if there is ‘a fixed cha.rge on certain property, the
remamder of the company’s ‘assets is charged by
a floating charge. The essence of a floating charge
is that the company may deal as it pleases with any
of its property in the ordinary course of its business,
until the holder of the charge becomes entitled to
enforce his security. The conveniences of a floating
charge as opposed to a fixed charge are thus apparent.
Property subject to a fixed charge bears a deftnite
burden. A bill of sale on chattels is simply a mortgage,
and the chattels cannot be dealt with. If documents
of title, such as deeds or share certificates are
deposited as security for a loan, they cannot be dealt
with. Except, therefore, in the case of land, buildings,
etc., there are great disadvantages in a fixed charge.

When a Floating Charge Attaches.

@

A floating charge attaches, or crystallizes, or
becomes enforceable, when the company ceases to
be a going concern (In re Borax Company, 1901, 1 Ch.
326; Iillingworth v. Houldsworth, 1904, A.C. 355),
or when by the conditions of the debenture the charge
attaches. These conditions may differ considerably
according to the circumstances of the loan; see, for
example, conditions 9 and 10 of the specimen form
printed in the previous chapter (p. 31), and the notes
on those conditions (p. 37). But, apart from any
cond:tlons" the charge attaches on the ,company
stoppmg b‘ixsmess, or on a winding-up commencing,
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or’on a receiver being appointed, and &nditions
providing, for the security becoming enforceable in
any of those events are strtly speaking unnecessafy,,
althpugh not unusual.

Features of a Floating Charge.

The following pomts in connection with a floating
charfe dYe worthy of attention as affording mdlcathns
of its scope :—

1. A fldating charge, without more, leaves the
company free to carry on its business in the ordinary
way without regard to the existence of the charge.
It may deal with and dispose of the property charged
in the ordinary course of its business. In order t8
see "how far a company may go, it is neccssary to
consider the nature of its business ; and the objects
clause in the memorandum of association, which
shows the limitations on the company’s powers,
shoyld be carefully inspected. Speaking generally,
a company carrying on an ordinary trading business,
may in the usual course, sell any of its assets, grant
mortgages, make leases, pay its debts, and enter
into other tramsactions affecting the property over
which the floating charge exists. In In re H. H.
Vivian & Co., Ltd. (1900, 2 Ch® 654) the objects of
the company were to acquire and carry on three
distinct businesses. The company also had power
in its memorandum of association to sell all or any
part of its property. The Court refused, at the
instance of debegture holders having a floating charge
over the whole undertakmg, ,to restrain the sale of
one of the company’s businesses. Even more strongly
inefadour of a company was Fostar v. Borax Company
,(1901, 1eCh. 326), where the objects of tbe company
*inclulled (as is common) the sale of the undertaking
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or any part of it. The company agreed to &ell
the whole of its undertaking, except a few, securities
which it retained, in cofisideration of shares and
debenture stock of a new company, the vendor com-
pany undertaking not to carry on any similar business,
except for the benefit of the nev company.” The
debenture holders of the vendor company, who were
 entitled to the benefit of a floating charge of the 8sual
type, sought to prevent the agreement from being
carried out, but the Court of Appealsheld that the
existence of the floating charge did not impede and
could not prevent the sale. .
2. The position of execution creditors requires
Krief notice. As regards execution by writ of f£. fa.,
the position is that if, after the sheriff has sei%ed
the goods of the company, but before he has sold,
the floating charge attaches, the debenture holder
takes priority over the execution creditor. If, how-
. ever, the sheriff has actually sold the gpods before the
charge attaches, the execution creditor is entitled,
as against the debenture holder, to the fruits of his
diligence. As regards attachment of debts by
garnishee proceedings, if the chargesattaches after
the garnishee order nisi, but before the garnishee order
absolute, the debentlire holder takes priority. And
he retains his priority even after the order absolute,
if before actual payment the charge attaches and he
applies for relief (Sinnott v. Bowden, 1912, 2Ch. 414 ;
Robson v. Smith, 1895, 2 Ch. 118). But, in order
that the right of the holder of a flpating ‘tharge may
prevail over that of the person who has obtained the
-garnishee order, he must have done something to
make his charge cffective, e.g.,, by appoinfing «a
repgiver: a inere notice by the debenture halder that
-he" claims the money in the hands of the garmishee



THE CHARGE 45

[ ]
is ineffective (Evans v. Rival Granite Quarrses, 1910,
3 K.B. 9¥9). . .

3. Tt need hardly be fointed out thaf g floating
-charge is in a winding-up (on the commencement, of
which it automgtically attaches) valid against the
general creditors of a company. For the holder of
the,ﬂogting charge ispa secured creditor, and entitled
to the benefit of his security. But by gection®212
of the Companies (Consolidation) Act, 1908 (see p. 116),
a floating chdrge created within three months of the
winding-up is only good to the extent of the amount
*actually advanced to the company at the time of, or
subsequently to, the creation of the charge, with
interest at 5 per cent., unless the company was solvent
at the date when the floating charge was given. And
by section 107 of the Act (see p. 81), the preferential
claims payable in priority to all other debts by virtue
of section 209 of the Act (see p. 113), as extended
by» section 110 of the National Insurance Act, 1911,
must be paid out of the assets coming to the hands
of any receiver appointed by the debenture holders,
or any person taking possession on their behalf,
before any claim for principal or interest by the
debenture holders. .

4. In the absence of any agreement to the contrary
(as to which see p. 46), the existence of a floating
charge does not prevent the company from creating
any specific or fixed charge ranking in priority to the
floating charge. The company may also create a
fixed charge ranRing after the floating charge. And
it has been held that, evere if the holder of a fixed

. chagge, created after the floating charge, but ranking
in priority to it, had notice ot the floating charge,
he gtilfYetains his priority (In re Hamsllon’s Wildsor
Ironworks, 1879, 12 Ch. Div. 707).



46 DEBEMURES

thib:ﬂoxfo!?ﬁoror?uimcmw

It will frequently be foynd- that Condition 1 of a
debenture, after declaring t8e Boating charge, proceeds
to prahxblt the company from creating mortgagese or-
charges ranking in priority to or equally with the
debentures. Arcommon form of such a clause is in
these words : ‘‘ But so that the,company is  ngt tg be
1t liberty to create any mortgage or charge in priority
to or pari Passu with the said debentures ” (see p. 30).
It is obvious that such a condition mdy prove very
embarrassing to a company and may hamper it in
its business. It destroys, in fact, one of the main®
advantages of the floating charge, the object of which
is'to ensure freedom of action. A clause of this kind
should never be inserted in a debenture without
careful consideration. In general, it appears only
in cases in which the lender is dissatisfied with the
floating security unless it is fortified by the inclusion
of the prohibition, and companies permft its inclusion
only, as a rule, when they are forced to do so. The
prohibition is valid and effective, being simply a
matter of contract. And it is equally clear that, in
its absence, mortgages and charges mfay be created
(Wheatley v. Silkstone Coal Company, 1885, 29 Ch.D.
715; see also Cox-Moore v. Peruvian Corporation,,
1908 1 Ch. 604). »

Questions sometimes arise in cases where the
prohibition exists as to the rights of subsequent.’
mortgagees, and these questions are often gomplicated
by disputes as to facts. But the ‘geaeral principles
are sufficiently clear. If a company creates a mortgage
in favour of a person who has notice of the flegting
charge, and also of the clause probibiting other
meMgages, his mortgage will rank after the deBéntgres.”
Bat a' person who, with a legal mortgage created
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after the.floating cha@é, ‘satisfies the Collrt, either
that he did not know!;of.the charge at all, or that,
although knowing of, $ﬁe ge, he did 'not know,
of the prolubmon, will takk priority over the floati
charge (English and Scottish Mercantile Company v.
Brunton, 1892, 2 D.B. 700). And the same will be
the case if he is only an_equitable mortgagee by deposit
of tifle deeds (In re Castell & Brown, 1898, 1 Ch. 315).

Trust Deeds.

As has been seen above, a charge is often contained
in a trust deed securing an issue of debentures or
debenture stock. An issue of debenture stock is
almost always secured by a trust deed, and it is seldon}
the' case that a debenture stock certificate contains
any charge, the charge being contained in the trust
deed alone. In the case of debentures, where the
issue is secured by a trust deed, the debentures them-
selvgs very frequently contain a charge, and the trust
deed also contains a charge.

The object of a trust deed may be stated to be to
fortify the security. Where a fixed charge is given
over specific property, such as land and buildings,
a trust deed is generally resorted to, and the specific
property, if freehold, is generafly actually conveyed
10 the trustees, whilst leaseholds are sub-demised to
them ; and there is a provision that on payment of
-alt ‘Sums due to the stock holders, or debenture holders,
the premiseg are to be reconveyed and released to the
tompany. in some cases the conveyance to the
trustees.is framed as a mortgage, whether of frecholds,
or of -leaseholds by sub-demise, and is made subject

‘td’,fhe usual proviso for redemiption. RBesides the
specxﬁc’leharge, effected as above statecl the tmgt
deed’also contains a general charge in favour of the



~

£ DEBENTURES

trustegs Over all the remainder of the company’s
property, and this general charge is a floating charge.

us, in the case of anzr%e of debentures, there may.
be and &ommonly is, a floating charge contained im the
trust deed in favour of the trustges, and a ﬂoatmg
charge contaired in the debentures themselves in
favour of the debenture holders.

The debentures themselves, or the debenture ‘stock
certificate$s, by one of the conditions indorsed thereon, .
declare the holder to be entitled pari passw to the
benefit of, and subject to the provisions of, the trust
deed, the terms of which are thus incorporated in tife
debentures or certificates. .
¢ The chief advantages of a trust deed are that,
in general, the specific property charged actually
vests in the trustees, who are thus able, if and when
the security becomes enforceable, to deal with it as
the actual owners; and that, whether or not this is
the case, the trustees, as representing the whole body
of debenture holders or debenture stock holders, can
act more conveniently on their behalf,

The Contents of a Trust Deed.

A trust deed is a long and somewhat cumbersome
document, and it wifl be sufficient here to summarize
its main provisions (premising that the parties to it
are the company of the one part, and the trustees
of the other part), as follows—

1. In the case of debenture stock, the trust deed
begins by acknowledgmg that the company is indebted
to the trustees in the amount of the total debt and
interest at the prescribed rate, and provides thyt the
stockholders are t6 be regarded as the beneﬁclal

of gheir respective shares of the stodie 0

2. “Then follow clauses embodying the fixed charges,
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if Any, the property speclﬁc'ally charged being actually
conveyed, or demised, or assigned, whether abstlutely
or by way of mortgage, jo the trustees.. A clalrse
creatmg a floating charge on all the other assets m
favour of the trustees is added.

3. Next comes a'clause whereby the trustees permlt

the company to remain in possession Of the property
chargeds and to carry’on its business thereon, until
the security becomes enforceable and is actudlly
enforced ‘by sthe °trustees taking possession or
appointing a receiver.
. 4. The events in which the security is to become
enforceable are specified. In the case of debentures,
these ordinarily correspond with those set out i
the® debentures themselves (see, e.g., Condition 10,
p. 31).

5. A group of clauses is inserted which enable the
company, with the consent of the trustees, or the
trus’tees. with jthe consent of the company, whilst
the company is carrying on its business, to deal with
the property which is specifically charged, by way of
sale, lease, exchange, partition and otherwise. These
provisions may be of great benefit to a company,
which will thus not be unduly hampered in its
business.

6. Provision is made for enabhng the trustees
to invest capital moneys arising from any such dealing
as is permitted by (5), or to utilize it for the acq\nsltxon
of other property, making improvements in existing
property ofthe gompany, or for other purposes.

7. Provision s made for the enforcement of the
security by the trustees, wheh such a course becomes
pcssxbfy by the terms of the bargain between the
partles.,The trustees are given powel to t}ke
possession of the property and to appoin? a receivér.
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Sometimes it is provided that this drastic power is fot
to be exercised without giving the company a
refsonable opportunity d° remedying the default
which has made the powerexercisable. .

‘8. The trustees are given wide powers of carrying
on the business of the company after the power of
entryand appointment of a receiver have been exercised.

9. Provision is made for the company keeping
up the value of the property charged-by repairing,
insurance and otherwise, with power to the trustees
in case of default by the company to repair, insure,
etc., at the company’s expense. The company is
also required to carry on its business in a proper
manner, and to keep proper books of account, and to
afford the trustees facilities for inspection both of the
premises and of the books.

10. The deed concludes with a variety of mis-
cellaneous provisions, including provisions relaing
to the remuneration of the trustees, appointment
of new trustees, delegation by the trustees of their
powers, reconveyance and release of the mortgaged
property, the incorporation of the schedales (see below)
in the deed, and other matters.

The Schedules fo a Trust Deed.

A debenture trust deed genmerally includes three
schedules.

The first schedule, in the case of an issue of
debentures, sets out in full a form.of, the' debenture,
together with its indorsed conditions. - In the case of
debenture stock, the schedule may consist of the
form of debenture séock certificate, with conditions
simplar mutatis mutandis to those on a debenture ;
or the schedule may be headed “ Conditions of ssue



THE OHAREE 61

of* Debenture Stock,” in which case the sconditions
will be sgt out in full, one of them embodying a form
of certi cate, without, pf course, any indorSed
conditions. + 7

The second schedule contains short particulars ®of
the property spetifically charged, whether freehold,
leasehold, or copyhold. *

The ¢hird schedule,’ which is of great importance,
contains provisions for the convening andsholding of®
meetings *of ghe debenture holders, or debenture
stockholders, as the case may be. These provisions
bear a general resemblance to the provisions relating
to meetings contained in the articles of association
of a company, the length of notice, the quorum, the
chdirman, voting rights, etc., being dealt with in detail.
But the important feature of the schedule is that by it
a specified majority of the holders is empowered to
bind the minority in respect of certain matters there
detailed. A provision of this nature is valid (Follst
v ‘Eddysione Granite Quarries, 1892, 3 Ch. 75). In
general, the matters in respect of which the minority
may be bound are the sanction of the release or
surrender of any of the mortgaged property, agree-
ment to a compromise or arrangement between the
company and the holders, of such a nature as the
Court might sanction under section 120 of the Com-
panies (Consolidation) Act, 1908 (see p. 111), and
assent to any modification or variation of the
provisions of the trust deed. Provisions of this kind,
though vald, will be construed strictly, and the
Court will only permit the magority to bind the minority
in regard to matters definifely provided for by the
termss’ of the schedule. For igstance, a power to
release, the mortgaged property does not includg a
power to release the company; a powdt to modify
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the rights' of the debenture holders does no: inclide
a power to relinquish their rights; a power to
compromise their nghts prejupposes some dispute about
them. ot difficulty in enfo; them, and cannot be
exercised where there is no such dispute or dlﬁiculty
(Mercantile Investment Trusi Company v. International
Company of Mexico, 1891, reported in footnote to
 Smeath v. Valley Gold, 1893, 1 Ch. 477). '

As rega‘rds the nature of the majority required,
this varies in different cases. Sometimes the quorum
is fixed at one tenth in value of the holders of the
stock or outstanding debentures, and the resolutior
must be an extraordinary resolution, s.e., passed by
& three-fourths majority (see sec. 69 of the Companies
(Consolidation) Act, 1908). Or the resolution required
may be a special resolution (see sec. 69 of the Act),
or the quorum may be much larger.

. Stock Exchange Requirements. " ,

If an official quotation on the Stock Exchange is
desired, the trust deed should contain certain pro-
visions. These are in effect as follows: (1)If the
security is repayable at a premium, efther at a fixed
date or on notice, the trust deed must provide that,
in the event of the'company going into voluntary
liquidation for the purpose of reconstraction or
amalgamation, the security must not be repayable
at a lower price ; (2) There must be a clause providing
that the statutory power of appointing new trustees
shall be vested in the company, but any trustee so
appointed must be approved by a resolution of the
debenture holders, or debenture stockholders, passed -
as provided by the«third schedule; further that*a

txon or company may be appomted @ trustee ;
(3) The trustees must convene a meeting uposf the
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written requisition of holders of at least che-tenth
of jthe outstanding debentures or debenture stock ;
(4) In order to pass an extfaordinary resoldtxon, the
quorym must consist of th§ holders of a majbrity m
value of the stock or debentures present in person of
by proxy, and the’resolution must be, passed by a
three-fourths majority, (5)If the debentures or
,deben‘{uri stock are called * First Mortgage Debep-
Jtures,” or “First Mortgage Debenture® Stock,”
provision must be made for the creation of a specific
first mortgage in favour of the debenture holders or
debenture stock holders. The Stock Exchange
regulations will be found set out in full in Appendix B
(p. 129).

The Trustees.

As regards the trustees, they should, if persons,
be of the highest standing and unimpeachable position,
and ghould be independent of the company. There
is nothing inherently wrong in a director of the
company being appointed a trustee, but in practice
it is inconvenient, and may lead to difficulties. A
trustee should have his residence in the United King-
dom, since his presence may be required at any time,
and much delay and inconvenierfce would arise were
he resident abroad. A practice, which has become
increasingly common, has arisen of appointing a
reputable company, amongst the objects of which is
the undertakmg of trusts, as trustee, and this practxce
has much to reqommend it, since difficulties arising
through the illness, death, or gbsence of a trustee are
thereby, avoided. Moreover, such companies, being
accistomed to the duties of » office, are often
more eflicient than individuals, however fngh theiy

positién,
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Foreign Property.

A fixed  or specific chazge over property in this
country can be readily effected in accordance with
tke law of the land so as to constitute a completely
effective security. But where a company owns
foreign property, the question of effectually charging
it frequently presents great difficulties. Where such
prdperty is immovable, e.g., land and buildings, it
must be dealt with according to thz law of the country
where it is situated, if the security is to be unimpeach-
able. But it often ha.ppens, for various reasons, that
a security effective in foreign law is impracticable,
in which case means must be devised to fortify the
security as far as possible without compliance with the
local law. These means must necessarily vary in each
casz, and they are not within the scope of this book.
But, in spite of the fact that debenture holders may
have but an imperfect securlty over foreign assets of
the company, their position is nevertheless gre¢t1y
strengthened by the fact that, since equity acts in
personam, the Courts here will give them all the
assistance in their power, e.g., by means of the appoint-
ment ‘of a receiver, or the granting of an injunction,
in appropriate cases.

Statatory Companies.

It should be added that in the case of what are
known as statutory companies, that is to say, com-
panies incosporated by special Acts of Parliament
in order to work undertakings for the benefit of the
public at large, or of a section of the public (such
as railway compames water companies, dock and
harbour corapanies, dnd the like), the security which
caal be giver over their assets is generally mGanR}ete
Since such companies manage and work their
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unidertakings primarily for the benefit of the public,
the Courtywill not, at the instance of their debenture
holders, order a sale of their property, hor will "it,
apppint a manager, although a receiver of the income
will be appointed in a proper case.

8—(1770)



CHAPTER VI ,

REGISTRATION OF MORTGAGES AND CHARGES

THE existing system of regigtration of moﬂ&ages
oand charges created by a company is statutory.
The object of registration is to ensure_ sufficient
publicity, the policy of the relevant Statutory pro-
visions being to enable persons dealing with the
company, and other persons concerned, to ascertain
from official records the amount and nature of the
secured indebtedness of a company. The sgme
policy is to be found in the Bills of Sale Acts, 1878
and 1882.

As has been stated in an earlier chapter (see pp.
11 and 35), it is the practice of companies issuing a
series of debentures, other than debentures to bearer,
or issuing debenture stock, to keep at the company’s
office a register of debenture holders, or debenture
stock holders, which is to be open gratis to the
inspection of the holders, or their agents or repre-
sentatives. This system of registration, however,
is merely a matter of private contract, arranged for
the benefit of all parties concerned, and is not
obligatory. Whether or not such a register exists,
the statutory requirements as to registration must
be complied with. N
Inapplicability of the Bills of Sale Acks.

The Bills of Sale Acts, 1878 and 1882, do not, as
has been dgcided, apply to the mortgages or charges
of*a company. Section 17 of the Actecf 1882

 enacts that “ Nothing in this Act shall apply to’any
56
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debentures issued by any mortgage, loa,n,.or other
ingorporated company, and secured upon the capity),

stack, or goods, chattels and effects of such cogipany.”s
Section 3 of that Act provjdes that * This Act shall,
so far as is comsistent with the tenor thereof, be
construed as one with the principal Act,” i.e., with
the Bills of Sale Act» 1878. Attempts have from
time to time been made to show that certain doou-
» ments of companies ,were not entitled to the benefit
of this exemption, but in In re Stendard Manu-
facturing Company (1891, 1 Ch. 627), it was laid down
by the Court of Appeal that “The mortgages or
charges of any incorporated company for the regis-
tration of which statutory provision has already
been made by the Companies Clauses Act, 1845, or
the Companies Act, 1862, are not upon the true con-
struction of the Bills of Sale Act, 1878, bills of sale
within the meaning of that Act.” And in Richards
v. Kidderminstdr Overseers (1896, 2 Ch. 212), it was
held that trust deeds need not be registered under the
Bills of Sale Acts. The law is thus settled that the
Bills of Sale Acts have no application to borrowings
on debentures By a company, although the charge
may be a charge upon persongl chattels. It may
be added that, at the time of the decision in the
Standard Manufacturing Company case, the only
provision for the registration of the mortgages and
charges of a company incorporated under the Com-
panies Acts ,was section 43 of the Companies Act,
1862 (now sec. W0°of the Companies (Consolidation)
Act, 1908, set out’on p. 106), prpviding that a company
must itgelf keep a register of mortgages and charges.
The more important system of régistration, with the
Registrat “of Companies was first enacted by the
Compames Act, 1900, and the raffo decidendi in the
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Standard’ Mamofactur{ng Company case is thus
considerably strengthened.

« The existing system of reglstratmn of the mortgagw
and charges of a compafy is a duafl system. The
company is required itself to keep a register of mort-
gages and charges, and it is further required to register
particulars of them with the Registrar of Companies.

¢
The Company’s Registet. -

By section 100 of the Companies {Consolidation)
Act, 1908, (see p. 108), every limited company is
required to keep a register of mortgages, and to
“enter therein all mortgages and charges specifically
affecting property of the company, giving in each
case a short description of the property mortgaged
or charged, the amount of the mortgage or charge,
and (except in the case of securities to bearer)
the names of the mortgagees or persons entitled
thereto.”

This register should constitute a complete record
of the secured indebtedness of a company, which,
as will be seen below, the register kept by the
Registrar of Compames may not do: An overdraft
at the company’s bank, which is borrowing (Cunliffe
Brookes & Co. v. Blackburn Benefié Socsety, 1885,
9 A.C. 857), must, if secured by the deposit of shares
of the company, be entered in the company’s register,
although, if secured by the guarantee of directors or
others, it enced not be so entered, since there is
no mortgage or charge on property of the company.

A company is also required by section 93, sub-sec.
(9), of the Act (see p. 104}, to keep at its registered
office a copy of every instrument creating any mortgage
+et* charge which is required to be registered with the_
Registrar of Companies. In the case of a' serles of
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)
uniform debentures, a copy of one such débenture is
syfficienta

Both the company'’s register, and the coptes reqmred
to he kept there, may be ’mspected at all reasonable
timés, by members and ‘creditors of the company
without fee, and 'by any other persqn on payment
of a fee of not more, than 1s. for each inspection
(sect. 101 (1) ; see p. 107). The register is thns made,
easily accessible tp all.

Penalties afe prescribed, to which the company'’s
officers are liable, for knowingly and wilfully pes-
mitting any required entry to be omitted, and for
refusing inspection (sec. 101 (2) ; see p. 107).

The effect of non-registration by the company ih
its reglster of any mortgage or charge is not to
invalidate the security (Wright v. Horton, 1887, 12
A.C., 371), but merely to render the directors, etc.,
liable to penalties.

]
The Somerset House Register.

The existing system of the public registration of
mortgages and charges of a company is provided
for by section®93 of the Companies (Consolidation)
Act, 1908 (see p. 101), which makes it obligatory, in
the case of companies registered In England or Ireland,
but not in Scotland, for certain particulars to be
registered with the Registrar of Companies. By
section 285 of the Act, * the Registrar of Companies,”
or, when uged in relation to the registratjon of com-
panies, ““ the Registrar,” means the registrar or other
officer performmg under the, Act the duty of regis-
tratlon of companies in England, Scotland, or Ireland,
or in the Stannaries, as the case requires. | The effect
of section 243, sub-sec. (8) of the Act, is that’jn
Engfand the Registrar of Companies, at Somerset
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House, Lcrmdon, is the official with whom the particulars
must be registered, and in Ireland thec Assistant
cReglstrarr “of Companies, at Custom House, Dublin.
The ‘provisions of the Actf as regards the registration
of mortgages and charges do not apply to Scotland.
Accordingly the Scottish Registrar of Companies,
at Exchequer Chambers, Edirburgh, is not required
to-keep a register.

Section 93, sub-sec. (1) (see p. 101), provides for the
registration of six classes of mortgagls and charges
created after July 1st, 1908, namely—

() A mortgage or charge for the purpose of

. securing any issue of debentures.

(b) A mortgage or charge on uncalled share
capital of the company.

(c) A mortgage or charge created or evidenced
by an instrument which, if executed by an individual,
would require registration as a bill of sale.

(d) A mortgage or charge on any' land, wherzver
situate, or any interest therein.

() A mortgage or charge on any book debts of
the company.

{f) A floating charge on the ‘undertaking or
property of the company.

It should be mentioned that, under the Companies
Act, 1900, particulars of the classes of “mortgages
and charges (a), (3), (¢) and (f) were required to be
registered. Classes (d) and (¢) were added by the
CompaniesoAct, ‘1907, which came into force on Ist
July, 1908. Under the Act of 1967+a company was
obliged within three mqnths after 1st July, 1908, to
send to the Registrar for registration a statement of
the total gmount of the outstanding indebtedness of
the company, as at 1st July, 1908, secured by tnortgages.
or charges of the above six classes, except such as had
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afready been registered u;lder the Act of* 1900, s.e.,
lasses (@), (b), (c) and (f). This temporary provision
was not re-enacted by the Consolidation Act of 1908,

it had served its pprpose; but the \:ombxnea
result of all the above stagutory provisions is that the
register of the Registrar of Companies should contain—

1. The statutory particulars of mortgages and
chafgé.% registered under Section 14 of the Act of
1900, 1.e., classes (a) (b), (c) and (f), created on or aftef
1st ]anuary,01901 ‘and before 1st July, 1908.

2. A statement of the total amount of the company’s

ssecured indebtedness in respect of mortgages and

charges of the classes (a) to (f), created at any time
before 1Ist July, 1908, except those particulars ®f
which were already registered under (1).

3. The statutory particulars of mortgages and
charges of all the classes (@) to (f) created on or after
Ist July, 1908, whether registered under the
Cgmpanies Act, 1907, or under the Companies.
(Consolidation) Act, 1908.

A little reflection will show that, in spite of the
apparent comprehensiveness of the system, the
Registrar’s register will not necessarily be a complete
detailed record of a company’s secured indebtedness.
For as regards charges of aM the six classes, par-

. ticulars of these, if created before 1st January, 1901,
will not appear, whilst as regards classes (d) and (e),
particulars of these, if created before 1st July, 1908,
will not appear, although the total amountw~of the
outstandmg secured indebtedness of the company
in respect of such charges as at 1st July, 1908, will be
shown. This, however, being merely a total figure,
Will not afford much informatian.

There is, however, the more serious défect thas the
six’ classes do not include every sort of mortgage or
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charge. or example, loans secured by the deposit
of shares, or by the deposit of acceptances, warrants
of other negotiable instruments, need not be registered.
"Howevei, since the company’s own register of mort-
gages and charges, which has been required to be fcept
ever since the Companies Act, 1862, came into force,
should contain particulars of all mortgages and charges
affecting property of the company, without' any
" exceptionand since this register may now be inspected
by anyone (see p. 59), these  deficizncies in the
Registrar’s register are perhaps not of very great
importance. .
As regards class (d), it is expressly provided by the
fict (sec. 93, sub-sec. (1); see p. 102), that the holding
of debentures, entitling the holder to a charge on
land, shall not be deemed to be an interest in land.
Thus, a mortgage or charge secured by a deposit of
debentures, which are secured on land, is not to be
deemed a mortgage or charge on an interest in lgnd,
and accordingly need not be registered. It has been
held that where part of property specifically charged
by a trust deed (see p. 47), is sold, and a lease obtained
of other property, which is mortgaged by sub-
demise to trustees, such sub-demise, as giving the
trustees a specific charge not previously existing,
requires registration (Cornbrook Brewery Company v.
Law Debenture Corporation, 1904, 1 Ch. 103). But
where the trustees sell part of the mortgaged property
and vith the proceeds purchase other property to be
held subject to the trusts, the conveyance does not
require registration (Brsstol Unsted Breweyses v. Abbot,
1908, 1 Ch. 279 ; see alsb Cunard Steamship Company
v. Hopwood, 1908, 2 Ch. 564). .
As regards class (¢), section 93, sub-sec. (1) {see p.
102), exprestly exempts from registration the deposit,
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to" secure an advance, of a negotiable ifistrument
giyen to § company to secure payment of any of 1ts
book debts. Thus, if an acceptance, grven to a.
company as security for the payment of a book debt,
is deposited to secure an jdvance, or is discounted’
the transaction do€s not require registrgtion.

As regards class (f), ghe nature and characteristics
of a flodting charge are discussed in Chapter V (p. 49). ,

The criterion as to the necessity for registration
is the creafionsof a mortgage or charge of one of the
six classes, and difficult questions may arise as to
whether or not registration is necessary in particular
cases. Companies ordinarily desire to avoid the
publicity of registration where possible. The decisiof
in Jackson v. Bassford (1906, 2 Ch. 467), may often be
of assistance in determining whether or not registration
is necessary. The effect of this decision is that an
agreement to give security, if expressed so as to
cregte & present equitable right to a security, requires
registration, but not an agreement so expressed as
to be merely an agreement that in some future
circumstances a security shall in the future be
created. J

The register is open to the inspection of any one,
on payment of a fee not exteeding 1ls. for each
inspection (sec. 93 (8) ; see p. 104).

Time for Registration.

By section 93 (1) of the Act (see p. 1Q2), thwpar-
ticulars prescnl;ed. s.e., by the Board of Trade (see
sec. 285 of the Act), together with the instrument, if
any, by which the mortgage or charge is created or
evidenced, must be delivered tos or received by the
Reglstru'of Compames within twenty-one days from
the date of the creation of the mortgage o} charge.
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What Ss the date of the creation of a mortgage or
¢harge is not in all cases clear. In the: case of a
. mortgage, trust deed, or other instrument, which
expressly creates a mortgage or charge in favour of any
‘person or persons, the dfite of the execution of the
instrument is, obviously prima facie the date of the
creation of the mortgage or rharge (see Appleyard v.
New London & Suburban Ommibus Company, 1908,
1 Ch. 62F). And the case of a series of debentures is
expressly provided for by section 9343) of the Act
(see p. 103), which enacts that “ where a series of
debentures containing, or giving by reference to any
hother instrument, any charge to the benefit of which
the debenture holders of that series are entitled
pari passu is created by a company, it shall be
sufficient if there are delivered to or received by the
registrar within twenty-one days after the execution
of the deed containing the charge or, if there is no
such deed, after the execution of an§y debentures of
the series” certain particulars, together with the
deed containing the charge, or, if there is no deed,
one of the debentures of the series. Thus, in this
case, the twenty-one days run frofi the execution
of the deed, if any, or, if none, from the execution of
any debenture of tHe series. It is further provided
that, where more than one issue is made of-debentures
in the series, particulars of the date and amount of
each issue must be sent to the Registrar, although
the $Smissien to do this is not to affect the validity of
the debentures issued. .

The case of a single debenture is more difficult,
and it seems doubtful whether the date of its execution
is the date of the creation of the charge, from which

.tBe twenty-one days run, or whether taer charge,
may not be ‘created by an agreement entered into
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before the actual execution of the debenturé, in which
case the decision in Jackson v. Bassford (1906 2 Gh.
467 ; see above, p. 63), may be applicable.

Modtgages on Foreign Proferty.

Where 4 mortgage or charge cogprising - solely
prope ty outside theyUnited Kingdom is created
outside’the United Kingdom, the period of twenty-gne,
days for registration runs from the date when a copy
of the insfrurftent creating or evidencing the mortgage
or charge, verified as prescribed by the Board of Trade,
could have been received in the United Kingdom
in due course of post and if despatched with due
diligence. Where a mortgage or charge comprisin’g
property outside the United Kingdom is created in
the United Kingdom, the instrument creating or
purporting to create it may be sent for registration,
although further proceedings may be necessary to
valjdate the nfortgage or charge according to the law
of the country in which the property is situate (sec.
93 (1); see p. 102).

Duties of the fompany.

The duties of a company in the matter of registration
may be summarized as follows-

1. The registration must be effected within twenty-
one days (see above).
2. In the case of a mortgage or charge, other than
a charge to,the benefit of which the holdess of Neeries
of pari passu debentures are entitled, the partxculars
required to be registered are those contained in Form
No. 1, which will be found ‘in Appendix A on p. 119.
"These particulars,, it will be &bserved, (include the
“Amotnf or rate per cent of the commission, allowafjce
dlscougt (if any) paid or made either directly
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or indiréctly by the .company to ‘any person in
consideration of his subscribing or agreeing to
.subscribe,” whether absolutely or conditionally, or
procaring or agreeing to procure subscriptions, whether
absolute or conditional, tor any of the debentures
included in this return.” The deposit of debentures
to secure a debt of the company is not, however, to
be. treated as the issue of debentures at a Uistount
(sec. 93 (1) ; see p. 62). )

8. In the case of a series of debentutes containing,
or giving by reference to any other instrument (e.g.,
a trust deed), any charge to the benefit of which the
debenture holders of that series are entitled pars
passu, the particulars contained in Form No. 2
(Appendix A, p. 121), must be registered, together
with the trust deed, if any ; if there is no trust deed,
then one of debentures must be registered (sec. 93 (3) ;
see p. 103). Should more than one issue of debentures
in the series be made, then in the case of each issue
the particulars contained in Form No. 3 (Appendix
A, p. 123) must be registered.

4. On receiving the Registrar’s certificate of regis-
tration, the company must cause a copy thereof to be
indorsed on every debenture or certificate of debenture
stock issued. If, hdwever, any such debenture or
certificate of debenture stock has been issued: before the
creation of the mortgage or charge, this requirement
is dispensed with (sec. 93 (6) ; see p. 104).

Should the company fail to effect registration as
required by section 93 (7), the registration may be
effected by any party interested, and such person
may recover from the ‘company any fees properly
paid by him to the Registrar .on registration (sec.
$§3(7); see p. 104). Failure on the part of*tke com-
pany to register, except where the registration has
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been effected by some other person, refiders the
cqmpany,eits officials, and every other person who
is knowingly a party to the default (e.g., a lex.lder wﬁo,
has held up the registration jn order that the company’s
credit should not be al;::ted) liable to penaltied
(sec. 99 ; see p. 108). .

Registration in congection with receivers is dealt
with in"Chapter VIII, at page 80.

Effect of NonyRegistration : Relief.

In default of registration, the mortgage or charge
will be void against the liquidator and any creditor
of the company, and on its so becoming void (s.e.
at the expiration of the twenty-one days allowed fo(
registration) the money secured will immediately
become payable (see sec. 93 (1); see p. 102). The
lender thus becomes an unsecured creditor of the
company.

There are ®wo exceptions to this provision. In
the case of more than one issue of debentures in a
series, failure to register the date and amount of each
issue does not invalidate the security (sec. 93 (3);
see p. 103). Further, the omission to include in the
particulars registered particulars of the commission,
discount, etc., on debentures fsued does not affect
the validity of the debentures (sec. 93 (4); see p. 103).

Provision is made by section 96 of the Act (see p. 105)
for the rectification of the register of mortgages
and chargeg, in certain cases where registratid\ has
not been effected within the prescribed twenty-one
days, or where,any of the particulars required to be
registgred have been omittéd or misstated. Where
the failure to register, or the omission or m’;sstatement,
“ was acctdental, or 6ue to inadvertence or some other
suffitient cause, or is not of a nature o prejudice
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the position of cred1t0r§ or shareholders of the
company,” or where “on other grounds it is just and
pqmtable to grant relief,” and a Judge of the High
Court is satisfied that such is the case, he may, on

such terms and conditionsyas seem to him just and
expedient, order the tim@ for registration to be
extended, or the omission @ misstatement to be

_rectified, as the case may be. ¢

The application is in practice made in the Chancery
Division of the High Court, by origimating motion,
supported by affidavit evidence of the facts.

Although “ ignorance of the law excuseth no man,
yet, assuming that the Court is satisfied as to the bona
pdes of the applicant, and the mischief is not irre-
parable, an application will in general be granted,
although the rights of parties acquired before the
time when the debentures are actually registered
will ordinarily be protected by a suitable proviso
in the order of the Court. Applicatioxs of this kind
were far commoner soon after the Act of 1900 came
into force than they are at the present time, when the
necessity for registration is, or should be, familiar
to all parties concerned with the mortgages and
charges of companies. It is not therefore thought
necessary to refer here to any of the dec1s10ns on
section 96 of the Act.

Entry of Satistaction.

A gsmpany, or person interested, may, on furnishing
the Registrar with evidence to his, sq,tlsfcactlon that
the debt for which any registered mortgage or charge.
was given has been paidl or satisfied, order that a
memorandum of satisfaction be enfered on the register,
ang, if required, must furnish the comparty with a

«copy thereof (sec. 97; see p. 106). This provision
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is not obligatory, but, inasmuch as it is 8bviously
to {he advgntage of a company that the official reco:
of its secured indebtedness should not be iflagted by
amoynts which have been satisfied, companies almost
invariably take advantage cf it.

A form of Memorhndum 4f Satisfactiqn of mortgage
or charge verified by declaration will be found on

. page 122 (Appendix A, Form No. 4).



CHAPTER VII
THE RE-ISSUE OF R&DEEMED, DEBENTURES

ALTHOUGH the legislation on ¢he subject of the re-issue
of redeemed debentures is confined to a singlt skction
of the €ompanies (Consolidation) Act, 1908 (sec.
104; see p. 108), the topic is of sufficisnt importance
to warrant consideration in a separate chapter, the
section, following section 15 of the Companies Act,
1907, having removed certain great difficulties which
ormerly existed.

These difficulties were, to a large extent, the result
of a series of judicial decisions, the inconveniences
of which will at once be apparent. In George Roui-
ledge & Sons (1904, 2 Ch. 474) it was held that, where
a company purchased some of its ewn debenfures
on the market, the debt was gone and the security
had consequently ceased to exist; and that the
transferees from the company of these debentures,
which were part of a series, had aequired nothing,
and were not entitled to receive new debentures
ranking with the rést of the series. In re Tasker
(1905, 2 Ch. 587) decided that where- debentures
were issued as security for a loan and were registered
in the name of the lender, and, on the loan being
paigfoff, the debentures were handed back to the
company accompanied by blank trapsfers, and were
subsequently transferred to others,, the transferees
were really the holders Jf new debentures, not entitled
to rank with the original debenture holders ; for ‘the
 qhiginal debentures had, by being paice off, been
redeemed and were dead. This decision was folowed

70
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in® London Invesiment Trist v. Russian »Petroleum

Company (1907, 2 Ch. 540), where the material facts
whre snbgtantlally the same. The case.of In fe
Perth Electric Tramways (1906, 2 Ch. 216) weht a step
further, and decided that tF deposit of an unregistered
debenture, sealed:in blar /(e’ without name or date,
to secure a temporary, foan, was an’ issue of that
debenture, so that it could not be re-issued on
repayment of the loan.

The resukt gf these cases was to deprive the holders
of debentures, which had been re-issued, either after
fhey had been purchased by the company itself, or
after they had been issued to or deposited with a
lender as security for a loan which had since bees
paidl off, of their security ; since, even if the company’s
power to borrow had not been exhausted, in any case
the re-issued debentures would rank after other
securities created before their re-issue.

A further dghbatable point was formerly whether,
whén a company had issued a series of debentures
ranking pari passu, and had not by the conditions
of issue reserved to itself the power to pay off some
of these whilg leaving the others unpaid, it was
entitled to pay off any part of the issue without at
the same time paying off the remainder, since all the
holders of the series of debentures ranked alike.

Section 104 (see p. 108) has removed these difficulties,
for whilst it seems clearly to recognize the power of
a company to redeem part only of a series, it pPRpmits
a company’ on the redemption of a.nY' debentures
to keep them ahve for the purpose of re-issue, and tc
re-issue the sathe or to issue substituted debentures,
which® debentures, whether re-issued or substituted,
are to, hgwve the sadhe rights and priorities as the
origimal debentures. B

6—(1770)



72 ¢ m%Bm‘wms (

The efféct of the sectio, which is printed in full
at page 108, may be stated as follows—

‘1. A company which has at any time, either befofe
or after' the passing of the Act, redeemed any
debentures prevmusly issupd, may keep them dlive
for the purpose of re-issue, { nd may re-issue the same
debentures, or issue other deljentures in their place ;
.and debentures so re-issued, or debentures: issued
in their place, are not to lose their former rights or
priorities. P

2. This may not be done—

(a) Where the articles of the company or the
conditions of issue expressly provide otherwise.

‘' (b) Where the debentures have been redeemed in
pursuance of any obligation on the company’ to
redeem them, other than an obligation enforceable
only by the original holder of the debentures or his
assigns. Thus, if the debentures have been redeemed
by the company in pursuance of van obligation
enforceable cnly by the holder, they may be re-issued.

3. Past re-issues, even if made before the passing
of the Act, are validated, but the results of cases
decided before 7th March, 1907, aregnot interfered
with. Instances of such cases are the decisions cited
above on page 70. ¢

4. Redeemed debentures may be kept alive by
transfer to a nominee, and transfer from the nominee
constitutes such a re-issue as is permitted by the
sectp’u

5. Debentures deposited to secure ddvances on
current account or otherwise are not redeemed by the
disappearance of the debit. They “will constltnte
security for fresh advances.

_ 8. The fe-issue of a redeemed debentuze,, or the
issue of a‘substituted debenture, is treated as the’
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’
issue of a new debenture for the purposes. of stamp
dyty. Thus the revenue is protected. .

7. Such issue or re-issue is not to be treatad as the
issug of a new debenture for the purpose of any
provision limiting the amo'jnt or number of debentures
to be issued. .

8.,The holder of a dcfenture, issued or re-issued as
pemutfed by the section, which appears to be, bute
is not, properly stamped, may use the *debenture
in evidence M a debenture holder’s action, without
payment of the unpaid duty or any penalty, unless
he knew or ought to have known of the defect. The
liability for the unpaid duty and penalty falls op~
the company.

Accordingly there is now nothing (apart from the
articles of association, or the conditions of issue) to
prevent any debentures redeemed by a company,
and not within the statutory exceptions, being kept
alive and re-idsued as occasion may require, the
amount of the loan available on what may be the
best security the company can offer thus remaining
undiminished, whilst at the same time it is possible
to lessen the thdebtedness of the company without
prejudicing future borrowmgs The practice of a
company, on redeemmg debentres, taking a transfer
to its own nominee is common, convenient and simple,
and has much to recommend it.



CHAPT]&R VIII
REMEDIES OF DEBENTUR \{OLDERS : RECEIVERS

+THE possible remedies which an aggrieved debenture
holder may have against the company whose deben-
tures he holds are somewhat numeroes.” It is not,
however, proposed to deal here with all these remedies,
but only with those which are open to him when the

~gompany is in default in any of its obligations under
the debenture itself, or under the trust deed whereby
his security is fortified.

Between a debenture holder and the company there
exists a contract, and between the trustees of a trust
deed and the company there also exists a contract,
the agreement on the part of the coripany being in
both cases an agreement under seal. Between a
debenture stock holder and the company on the other
hand there is in general no direct contract, the
contract being between the company 4nd the trustees
(Dunderland Iron Ore Company, 1909, 1 Ch. 446).

Both debenture holders and debenture stock holders,
however, may have remedies arising out of the issue
of the debentures or debenture stock, which they
have ,taken, These remedies are such as are
avangle te persons who have agreed to take shares
of a company, or indeed, as regards some of them,
to any person who has entered into @ contract with
another. In the case of debenture holders or debenture

stock holders, thest may take the form, whether

.ot not the debentures or debenfure stock“have been

¢

taken on the faith of a prospectus, of actions to réscind
74
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the contract on the ground of misrepPesentation
inducing jt, or actions of deceit, 1.c., for damages for
fraudulent representations inducing it. Where tﬁq
debentures or debenture stock have been iaken on
the Yaith of a prospectus, ,actions may also lie undet
section 84 of the Con}a.nies (Consolidation) Act,
1908 (formerly the Diregfors’ Liability Act ; see p. 97)
or ufider section 81 of the Act (see p. 94), where there
has been a breach of any of the statutorye provisions
of the sectibmeas to disclosure in a prospectus. These
remedies, not being peculiar to debenture holders or
debenture stock holders, need not here be discussed.
It is rather the remedies available on failure of the
company to observe the terms and conditions of tHe
issie that require to be dealt with.

As regards unsecured or naked debentures, the
remedies of the holder have already been mentioned
(see p. 14).

Sectred Debentures.

As has already been pointed out (see p. 10), the
security to the benefit of which debenture holders are
entitled may be a charge contained in the debentures
themselves, or a charge contained in a trust deed
securing the debentures, or thre may be a charge
both in the debentures themselves and in a trust
deed securing them. In the absence of a trust deed,
the remedies of a debenture holder are exercisable
by himself, and, having a charge, he has, sub]t«gt to
the conditidhs of the debenture, all the remedies of
a mortgagee. Where there is a trust deed containing
a charge, the tfustees have, subject to the conditions
of® the trust deed, all the remedies of a mortgagee.,
But wherer the debentures, as well as the trust dedd,
contain a charge, there is nothing to prevent the
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debentures holder acting fbr himself, so far as he'is
able, without the trustees. .

, "The principal remedies available to secured debeh-
ture holders divide themselves into two main classes,
famely (1) remedies which are exercisable without
the assistance of the Cow\, and (2) remedies which
require the assistance of the'gourt.

« Of the first class are—

(@) The'exercise of the powgr of appointing a
receiver. «

(b) The exercise of the power of sale.

Of the second class are— ¢

“r (@) Actions to enforce the security, which may
involve the appointment by the Court of a receiver,
or of a receiver or manager, or an order for
foreclosure or sale of the mortgaged property.

(b) Actions on the covenant to pay principal and
interest. .
(c) The presentation of a winding-up petition. *

The Power of Appointing a Receiver.

The Conveyancing and Law of Property Act, 1881,
by section 19, confers upon mortgagees, in cases
where the mortgage deed was executed on or after
Ist January, 1882, a power to sell the morigaged
property when the mortgage money has become due,
subject to the provisions of the Act. It has been
held #nhat this power given to mortgagees does not
exténd to debenture holders (Blaker v¢ Heris and
Essex Waterworks, 1889, 41 Ch.D. 3®), and accord-
ingly that debenture holders have no implied power

_of sale. The same section gives to mortgagees; witen
the mortgige money has become due, the pgwer to
appoint a yeceiver. It follows that, on the basis of
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the decision just cited, debenture holde’s have no
1mphed gower of appointing a receiver. This’ decxsmn
has been adversely criticized on very spbstantla]
.gtounds but it would, in the face of it, be unsafe
to fely upon the section as conferring upon debentufe
holders either a pdwer af/ale or a power of appointing
a receiver.

It Imas therefore become customary, except wherg i
is not desired that debenture holders should have
such pow2Reto incorporate in the debentures an
express power to appoint a receiver and to give such
«receiver a power of sale.

A specimen of such a power, embodied in one of the
conditions of a debenture will be found on page 32.
It ‘will be observed that the condition there set out,
after empowering the receiver to take possession of
the mortgaged property, to sell, to carry on the
business and to compromise, proceeds, as is frequently
the case, to »incorporate sections 19 to 24 of the-
Conveyancing Act, 1881, as varied and extended
by the provisions of the condition. Similarly, the
clause, almost invariably occurring in a trust deed,
giving to the trustees the power of appointing a
receiver, frequently incorporates the provisions of
those sections, extending and ¥arying them by refer-
ence to the terms of the clause. These sections, which
in such cases are of great importance, are printed in
full in Appendix D (see p. 135)

The- appomtment of a receiver, where the power
exists, is &ften the first step taken by a debenture
holder, or by ‘the trustees of a trust deed, towards
enforcing the ‘security. Iteneed hardly be said that
great’ care must be taken, befose the exercise of the,
power, to"See that an occasion has arisen’ upon wltich
the*power may be exercised,
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The proportion of debefture holders required by
the condition in the debentures must consent ip makin,
the appomtment If a single debenture holder, wit
the consent in writing of (say) a majority of the holders.
of the outstanding debentures of the series, rhay
appoint, he should sign twppomtment and the
necessary number of the er debenture holders
should append their signatures to a form of cundent
to the appointment at the foot of the document.
In general the trustees of a trust deed <.y appoint
without the concurrence of any of the debenture
holders. ¢

« The appomtment of a receiver will become effective
When notice is served on the company.

By section 94 of the Companies (Consolidation)
Act, 1908 (see p. 104), any person who appoints a
receiver or manager of the property of a company
under any powers contained in any instrument, must
within seven days of the appointment give notice
of the fact to the Registrar of Companies and pay the
prescribed fee. The Registrar must then enter the
fact in the register of mortgages and charges.
Penalties are prescribed for default in thus notifying
the appointment, which, it is to be observed, is the
duty not of the receiver but of the person or persons
appointing him. The registration of the fact of the
appointment of a receiver is a valuable safeguard to
persons having dealings with the company.

Posi%n of “a Reoeiver Appomted by vDebenture

Holders.

‘A receiver appointed by debenture hiolders, or by
.fhe trustees of a trust deed, is in reality an agenf.
Wlmther he"is the agent of the persons ¥ppointing
hnn, or the agent of the company, must be determined
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by®the provisions of the power under which he is
appointed. It is common for it to be expressly
prdvided that he is to be the agent of the company’,
and that the company is alone to be respon%ibh.a for
his atts or defaults. And if he is declared to be thes
agent of the company, he jncurs no personal liability
for his acts (Owen v. Crghk, 1895, 1 Q.B. 265). He
may,® however, either by the express terms of the

general constwyction &f those provisions, be the agent
of the debenture holders or of the trustees, as the case
may be. Section 24 (2) of the Conveyancing Act,
1881, provides that a receiver appointed under the
Act is to be deemed the agent of the mortgagor, .e9
of the company. But, in spite of the fact that the
provisions of sections 19 to 24 may be incorporated,
if there is no express provision in the clause under
which a receiver is appointed to the effect that he is
to be the ageat of the company, the construction
placed by the Court upon that clause may be that he
is the agent of the debenture holders, or of their
trustees, as the case may be; for the powers of a
receiver so appointed gencrally go far beyond the
powers which a receiver has under scction 24 of the
Conveyancing Act (see In re Vimbos, 1900, 1 Ch. 470 ;
Robinson Printing Company v. Chic, 1905, 2 Ch. 123 ;
Deyes v. Wood, 1911, 1 K.B. 806).

Where a receiver is appointed and is the agent of
the company, and the company subsequently goes
into liquiddtion, he ceases to be the aBent of°“the
company, but fie does not become the agent of the
debenture holders or their strustees, unless they in
falt cbnfer upon him any authgqrity to act on their
behalf ,(Gosting v. ,Gaskell, 1897, A.C. °575). The"
question as to whether, on a liquidation sapervenin,
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such a receiver becomes personally liable in respect of
his acts and contracts was left undecided in the case
jast cited. It would appear, however, that he dobes

" become ‘personally liable, since the dissenting judgment
©f Rigby, L.]J., in the Court of Appeal, the decisivn of
which Court was reversed by the House of Lords,
was expressly” approved Ly several of the Lords,
and in that judgment there are very strong indications

" that the yiew of Rigby, L.J., was that the receiver,
after liquidation, became personally liable-(see Gaskel
v. Gosling, 1896, 1 Q.B. at p. 700).

Where a receiver is appointed by debenture holders
or their trustees, the Court will not, when a liquidation
rupervenes, appoint the liquidator in his place, but
will order the liquidator to give up possession of the
mortgaged property to the receiver (In re Pound Son
and Huichins, 1889, 42 Ch. Div. 402).

The position of a receiver appointed by the Court
differs widely from that of a receiver appointed by
debenture holders, as will be seen hereafter (p. 85).

Duties of a Receiver Appointed by Debenture Holders.

There are certain statutory duties vghich a receiver
who has been appointed under the powers contained
in any instrument is bound to perform. As has been
stated above, the fact of his appointment should have
been registered by the person or persons appointing
him within seven days of the appointment. He
himsek, by section 95 of the Act (see p. 105), must,
if b has tahen possession, (1) once in every half-year
while he remains in possession file with the Registrar
an abstract in the prescribed form ‘gf his receipts
and payments during the period to which the abstract

“relates ; (2 on ceasing to act, file a simitss abstract ;
(8)on ceasipg to act, file with the Registrar natice
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to®that effect. This notice xmgst be entered by the
Reglstrar in the register of mortgages and charges.
Réceivers’who fail to comply with these prov151o:$
are liable to penalties.

A*orm of Abstract of Receipts and Paymenfs by
Receiver or Manager will be found at page 125 (Ap-
pendix A, Form No. 5). ;‘ form of Notice by Receiver
or Manager on ceasing to act will bc found at p. 126
(Appendix A, Form No. 6).

A furthersdpty is prescribed by section 107 of the
Act (see p. 110), which provides that where a receiver
is appointed on behalf of the holders of debentures
secured by a floating charge, or possession is taken
by them or on their behalf of any property comprised
in dr subject to the charge, then, unless a winding-up
is in progress, the debts, which in a winding-up are
entitled to preferential payment under section 209
of the Act (see p. 113), are to be paid forthwith out of
assets coming 0 the hands of the receiver or person
taking possession, in priority to any principal or interest
due on the debentures. The benefit of a floating charge
is thus by statute postponed to certain debts, which
must be paid Ry the receiver as soon as he has assets.

The date from which the debts entitled to prefer-
ential payment are to be reckgned for the purposes
of section 107 is the date of the appointment of the
receiver, or of possession being taken. These debts
are thus enumerated in section 209 of the Act—

(a) All parochial or other local rates due from the ®ompany
at the date . ., and having become due and @ayable githin
twelve months npxt. before that date, and all assessed taxes,
land tax, property or income tax assessed on the company
up to the fifth day of April next before that date, and not
exceeding in the whole one year's assessment ;

(o) Al or salary of any cletk or servgnt in respeci
of serwices“Yendered ,to the company during four moﬂtha
‘before the said date, not exceeding fifty poundy; and
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(¢) All wages of any v(vorlman or labourer not exceed.ng
twenty-five pounds, whether payable for time or for piece
work, in respect of services rendered to the company during

months before the said date: Provided that whereahy
“labourer in husbandry has entered into a contract for the
g?yment of a portion of his wages in a lump sum at the end
the year of hiring, he shall have priority in respect of the
whole of such sum, or a part thereof, as the Court may decide
to be due under‘the contract, \rroportionate to the time of
service up to the said date; an o
...all amounts (not exceeding in any individal case
"oné hundre@ pounds) due in respect of compensation under
the Workmen’s Compensation Act, 1986, the liability wherefor
accrued before the said date, subject nevértheless to the
provisions of section five of that Act.

The foregoing debts shall— :

(4) Rank equally among themselves and be paid in full,
unless the assets are insufficient to meet them, in which case
tBey shall abate in equal proportions; and

(6) In the case of a company registered in England or
Ireland, so far as the assets of the company available for
payment of general creditors are insufficient to meet them,
have priority over the claims of holders of debentures under any
floating charge created by the company and be paid accordingly
out of any property comprised in or subject tq that charge.

The National Insurance Act, 1911, by section 110,
adds to the list of debts entitled to priority in a
winding-up contributions payable under that Act
by a company in respect of employed gontributors or
workmen in an insured trade during the four months
before the date of thg winding-up. It would seem,
however, that since the priority is there given “in
the distribution of the assets of a company being
wound up,” these contributions do not take priority
over the claims of debenture holders where there is no
winding-up, ‘*and accordingly that they are not
included in the debts which a recéivér is bound to
pay under section 107 of the Companies ({onsolidation)
Act, 1908 ; but the matter is not free from doubt. *
“ 4part from the above statutory wuties, the
duties of a .receiver depend upon' the terms of ¢ his
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apf)ointment As has been 4lready pointed sut (p. 77),
he is in general authorized to do a great deal more
than a receiver whose statutory powers are deﬁned b&
secuon 24 of the Conveyancing Act, 1881, who has’

“ power to demand and recover all the income of the
property of which e is a pomted receiver, by action,
distress, or otherwise . d to gwe effectua.l receipts

. . forethe same.” Thrs is the primary power of any
rccelver, and he will therefore (unless thke persons
appointing ‘Itsm have already done so) give notice
to persons from whom money is or may be due to pay
it to him.

By the terms of his appointment he generally has
power to take possession of all or any of the propert$
charged, to carry on the business, to sell and to
compromise. In practice he will enter into possession,
carry on the business, collect the income and, if
necessary, sell all or any of the assets. Out of the
proceeds he will pay all necessary outgoings of the
busmess including interest on any charges having
priority, retain his remuneration and pay to the
debenture holders pari passu interest due to them.
In the event of a sale with the view of paying off the
principal, any surplus will, of course, be handed to the
company, as well as any surplue income if there is no
sale.

As regards the power of sale, this may be, and
frequently is, vested in the receiver, but sometimes
the trustees of a trust deed are themselves emPowered
to sell in ce}taln specified events on whicll the sectrity
becomes enforceable.

A receiver/may not carny on the business of the
company, unless he is expressly empowered to do,
so. If he-is so empowered, he may ds everyth'lng
that is reasonably necessary for the purpose, such®as
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buying arrd selling goods, ¢mploying labour, and even
borrowmg

AchonstoEntorootheSecnrity

« Of the remedies open to debenture holders, and to
debenture stock holders actjng through their trustees,
the commonest is an act:ox{to enforce the security,
commonly called a debenture holders’ action: ‘Fre-
‘quently tke primary object of such an action is to
obtain the appointment by the Court of aeceiver and
manager. The plaintiffs are one or more debenture
holders, suing on behalf of themselves and all other
the holders of the debentures of the series, and the
company is defendant. The writ in this type of
action claims (1) a declaration of charge, (2) accounts
and enquiries, (3) payment, (4) foreclosure or sale,
and (5) a receiver and manager. It would be beyond
the scope of this book to deal with all the steps in
such an action, when the claim is fully pressed, and
a judgment is obtained and duly worked out.
Debenture holders’ actions are always brought in the
Chancery Division of the High Court.

Receiver Appointed by the Court.

In general, the first and most important step taken,
after the action is launched, is to apply by motion
to the Court for the appointment of a receiver, and
usua.lly also a manager, if the business of the company
is a going concern.

Toe Court “will appoint a receiver, and, it Decessary,
also a manager, when the company i§ in default in
the payment of principal and interests It will also
do s0, if it is satisfied by evidence that the security
is4n jeopafdy, or if a winding-pp has“cbmmenced
or’is threatened. .
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I¥ the company is in diquidation, the receiver
appointed by the Court may be the official recewer
(set. 162 of the Act ; see p. 112). .

The effect of the appointment of a receiver by the '
Cour? is that the Court assumes the protection of thee
property which constitutes the secunty, and holds
it for the benefit of the débenture holders interested ;
and ¥ a manager is also appointed, the management

'of the property is management by the Coyrt. Such *
a receiver is angofficer 6f the Court, and any interference
» with his possession is a contempt of Court.

» It follows that his position is wholly different from
tha.t of a receiver appointed by debenture holders
(see p. 78). ‘“ He is not the agent of the companye
They do not appoint him ; he is not bound to obey
their directions ; and they cannot dismiss him however
much they may disapprove of the mode in which he
is carrying on the business. Only the Court can
dismiss him orgive him dircctions as to the mode of
carying on the business, or interfere with him, if he
is not carrying on the business properly. . . . It must be
that the intention is that he shall act in pursuance of
his appointmenj on his own responsibility and not as
an agent, because otherwise nobody will be responsible
for his acts. The company camnot be liable, for he
is not their agent, and the Court clearly cannot be
liable, Therefore any orders which he may give . . .
must prima facie be orders given on his own
responsibility and credit ” (per Esher, M.R., % Burt
v. Bull, 1898, 1 Q.B. at p. 279). But, th8ugh person-
ally liable, he has a right of indemnity against the
assets in respsct of liabilities properly incurred, in
priority to all ‘other claims (Strapg v. Buil, 1895, 2 Ch
1; and see-Glasdir Copper Mines, 1906, 1 Ch. 365
In ra Boynton, 1910, 1 Ch. 519).
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A receiver appointeé by the Court must give security
duly to account for what he shall receive, and he is
allowed a ‘proper salary or allowance. v ¢

A manager is in general only appointed if it is
mecessary, in order to secure the sale of the busmess,
that the business should be kept geoing. Accordingly,”
a manager is usually appdipted for a fixed period
only, generally three months, and if it be desired to
continue his appointment a further order is necessary.
Where a manager is required,* the same person is
usually appointed both receiver and manager.

By section 94 of the Act (see p. 104), the fact of the
appointment of a receiver must be notified to the
Registrar by the person obtaining the order thhm
seven days from the date of the order.

Duties of Receiver Appointed by the Court.

The order whereby a receiver is appointed contains
a direction to him to pay forthwith ovt of any assets
coming to his hands the preferential debts specified
on page 8l. It also provides for his passing his
accounts, as a rule, at intervals of six months. The
details of this procedure are provided for by Order 50,
Rules 18 to 22, of the Rules of the Supreme Court.

His chief duties, agart from the above, are to take
possession of the property charged, to receive the
rents, to collect debts, to let land and houses, and
generally to act as owner. If he be manager also, he
will take all necessary steps to carry on the business,
pending a favourable opportunity for a sale.

It is frequently desirable, or evén fiecessary, for a
receiver and manager to,obtain the diyections of the
Court. Speaking geperally, the sanction of the’ Cotirt
'15. necessary to any act involving expense ;to the
property, gr any drastic step. * The apphcatmn is
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made by the plaintiffs in the debenture holders’

action. ]§xamples of cases where the Court will be
asked to sanction action by the receiver are_where a
sale is contemplated, where it is desired to comn;nence
procledings to enforce a claim, or where it is expedient®
"to borrow. . .

It is to be observed that the appointment of a
recelvVer and manager operates as a dismissal of the
employees of the company (Reid v. Explosives C ompany,
1887, 19 Q.BD. 264f.

Other Remedies by Action.

Whilst the procedure by debenture holders’ action
is the most effective remedy open to debenture holders,
since the peculiar advantages of the security are
relied on, other forms of legal proceedings are also
open to them to which it may occasionally be desirable
to have recourse. If the security is inadequate,
it may be mose effective to sue on the covenant for
payment of prmcnpa.l or interest or both, and after
judgment to issue execution. Or an unpaid debenture
holder can, if he pleases, present a petition for winding-
up the compaay, and then prove in the winding-up.
But these remedies are unlikely to be resorted to,
when the far more effective remedy of enforcing the
security by action is available.

;-(mo).



CHAPTER IX
STATUTORY PROVISIONS

IN this chapter are reproduced, for convenience of
reference, the portions of the Gompanies (Consolidation)
Act, 1908 (8 Edw. VII, c. 69), relating to, or containing
“references ¢o debentures, debenture stock, borrowing
powers, mortgages and charge$, and. receivers or
managers. Where the subject matter of a particular
section has already been discussed or referred to,
references are given to the preceding pages where the
topic is dealt with. Notes are added to the sections
where the subject seems to demand it.

It has not been thought necessary in most cases
to reproduce the sections of Part II of the Act (which
deals with winding-up), in which creditors are men-
tioned. A debenture holder is, of course, a creditor,
and in the vast majority of cases a secured credifor.
But it is comparatively seldom that, where a company
is being wound up, a debenture holder has not
previously taken steps to enforce hig security by
the appointment of a receiver, and accordingly he has
in general little directeconcern in the liquidation.

Neither has it been thought necessary to set out
sections 49, 50, 53 and 54 of the Act, in which the
rights of creditors in certain cases of reduction of
capital 4re dealt with.

Am&ﬁonofommowomm ,
—(1) Sub]ecttothepromionsofthissectwnacompany

by special resolution, the pro of its memor-
umw:thres to the objects of the y, so far as
'*a°ybe to enable it—
tawryonitsbuainmmoreeconomcaﬂyﬂmm
yicor
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® (b) to attain its main purpose by new er improved
means ; or
» (¢) toeenlarge or change the local area of its operationg;
or -t
(d) to carry on some business which under existing’
" cigrumstances may conveniently or advantageoudly bg
combined with the business of the company ; or
(¢) to restrict or abandon any of thq objects specified
in the memorandum.

(2p The alteration shall not take effect until and except
in so far as it is confirmed on petition by the court. * 0

(3) Before confirming the alteration the cofirt must be
satisfied—

(a) that sufficient notice has been given to every holder
of debentures of the company, and to any persons or class
of persons whose interests will, in the opinion of the court,
be affected by the alteration ; and

(b) that, with respect to every creditor who in the opini®n
of the court is entitled to object, and who signifies his
objection in manner directed by the court, either his consent
to the alteration has been obtained or his debt or claim has
been discharged or has determined, or has been secured
to the satisfaction of the court:

Provided that the court may, in the case of any person or
clags, for special reasons, dispense with the notice required
by "this section.

(4) The court may make an order confirming the alteration
either wholly or in part, and on such terms and conditions
as it thinks fit, and may make such order as to costs as it
thinks proper. o

(5) The court shall, in exercising its discretion under this
section, have regard to the rights and interests of the members
of the company or of any class of thém, as well as to the rights
and interests of the creditors, and may, if it thinks fit, adjourn
the proceedings in order that an arrangement may be made
to the satisfaction of the court for the purchase of the interests
of dissentient members; and may give such direations and
make such orders as it may think expedient for facilitating
or carrying®into effect any such arrangem®nt: Provided
that no part of she capital of the company may be expended
in any such purchase.

(6) An ez copy of the order confirming the alteration,
tdgetifer with & printed copy of the nemorandum as altered,
shall, within fifteen days from the date of &¢he order, B¢
delivertd by the company to the registrar of companijes,
and e shall register the same, and shall certify the registration
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under his haxd, and the certificate shall be conclusive evidente
that all the requirements of this Act with respect to the
alteration and the confirmation thereof have been.complied
with, and thenceforth the memorandum so altered shall
be the memorandum of the company.

< The court may by order at any time extend the time.for’
the delivery of documents to the registrar under this section
for such period as,the court may think ptoper.

(7) If a company makes default in delivering to the regis-
trar of companies any document required by this section tg be
delivered to him, the company shall be liable to a fille not
exceeding tea pounds for every day during which it is in
default. ‘ .

The above section in effect provides as regards
debenture holders that, on application to the Court
by a company to confirm an alteration in its memoran-
dim of association (see p. 19), they are entitled to
notice of the proposed alteration, and may appear
and object.

Annual List of Members and Summary.

28.—(1) Every company having a share capital shall once
at least in every year make a list of all perséns who, on the
fourteenth day after the first or only ordinary general meetihg
in the year, are members of the company, and of all persons
who have ceased to be members since the date of the last return
or (in the case of the first return) of the incorporation of the
company. ¢

(2) ‘The list must state the names, addresses, and occufia-
tions of all the past and present members therein mentioned,
and the number of shares Hbld by each of the existing members
at the date of the return, specifying shares transferred since
the date of the last return or (in the case of the first return)
of the incorporation of the company by persons who are still
members and bave ceased to be members respectively and
the dates of registration of the transfers, and ‘rl:gstf oong
a suramary discnguishing between shares iss or
and shares issued as fully or partly paid.up, otherwise than
in cash, and specifying the following particulars—  ’

(a) the amount of the share capital of the company, and
__the number of the shqres into which it is divided; ®
"% . (b) the member of shares taken from the commencemen
.of the company up to the date of the return; ©
+ {¢) the armount called up on each shave; »
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»

(d) the total amount of dalls received ;

(¢) the total amount of calls unpaid ;

(f) tie total amount of the sums (if any) paid by waywof
commission in respect of any shares or debentures, or allowed
by way of discount in respect of any debemiures, sipce the
date of the last return; .

(2) the total number of shares forfeited ;

(h) the total athount of shares or stogk for which share
warrants are outstanding at the date of the return;

o(q the total amount of share warrants issued and sur-
rendered respectively since the date of the last returme; @

(k) the number of shares or amount of stdtk comprised
in each shase warrant ;

() the names and addresses of the persons who at the
date of the return are the directors of the company, or
occ(:lupy the position of directors, by whatever name called ;
an

(m) the total amount of debt due from the companyein
respect of all morigages and charges which are required (or,
in the case of a company registered in Scotland, which,
if the company had been registered in England, would be
required) to be registered with the registrar of companies
under this Act, or which would have been required so to be
registered if created after the first day of July nineteen
Pundred and eight.

(3) The summary must also (except where the company
is a private company) include a statement, made up to such
date as may be specified in the statement, in the form of a
balance sheet, audited by the company’s auditors, and con-
taining a sumnfry of its share capital, its liabilities, and its
assets, giving such particulars as will disclose the general
nature of those liabilities and assqfs, and how the values of
the fixed assets have been arrived at, but the balance sheet
need not include a statement of profit and loss.

(4) The above list and summary must be contained in a
separate part of the register of members, and must be con-
pleted within seven days after the fourteenth day®eforesaid,
and the co?pany must forthwith forward bosthe registrar of
companies ' copy signed by the manager or by the secfetary
of the company?® °*

(5) If a company makes default in complying with the
rgquirements pf this section i? shall be liable to a fine not
exceeding five pounds for every day during which the defaylt
continyes, and every director and manager of the company
who knowingly and wilfully authorizes or permits the default
shall be liable to the like penalty. °
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As to the issue of debentures at a discount, see page

(] a -~
¢ As to the mortgages and charges required to be
E%gistered with the Registrar of Companies, see pages
to 60.

First Statutory Meeting of Company.

65.—(1) Every company limited by shares and registered
neor after the first day of January nineteen hundred and one
shall, withix a period of not less than one month nor more
than three months from the date af which the company is
entitled to commence business, hold a general meeting of the
members of the company which shall be called the statutory
meeting.

(2) The directors shall, at least seven days before the day
on which the meeting is held, forward a report (in this Act
called “the statutory report’) to every member of the
company and to every other person entitled under this Act
to receive it.

(3) The statutory report shall be certified by not less than
two directors of the company, or, where there are less than
two directors, by the sole director and manager, and shall
state— "

(a) the total number of shares allotted, distinguisking
shares allotted as fully or partly paid up otherwise than
in cash, and stating in the case of shares partly paid up
the extent to which they are so paid up, and in either
case the consideration for which they have been allotted ;

+(b) the total amount of cash received ‘oy the company
in respect of all the shares allotted, distinguished as
aforesaid ; [

(¢) an abstract of the receipts of the company on account
of its capital, whether from shares or debemlures, and of
the payments made thereout, up to a date within seven
days of the date of the report, exhibiting under distinctive
headirfgs the receipts of the company from shares and
debentures and other sources, the payments thereout,
afld particulars concerning the balance remaitiing in hand,
and an account or estimate of the preliminary éxpenses
of the company ; :

(d) the names, addresses,’and descriptions of the directars,
ggitom (ig:g), managers (if any), and secretary of the

pany ; ¢

c (e) th{ particulars of any contract, the modifica of

which is t& be submitted to the meeting for its &
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L]

Yogether with the particflars of the modification or

proposed modification.

+(4) Theestatutory report shall, so far as it r¢lates to the
shares allotted by the company, and to the cash received,
in respect of such shares, and to the receipts and payments
of the company on capital account, be certified as correck
by the auditors, if any, of the company.

(5) The directors $hall cause a copy of the statutory report,
certified as by this section required, to be filed with the
regiftrgr of companies forthwith after the sending thereof
to the members of the company. L)

(6) The directors shall cause a list showin@® the names,
descriptions, and addresses of the members of the company,
and the number of shares held by them respectively, to be
produced at the commencement of the meeting, and to
remain open and accessible to any member of the company
during the continuance of the meeting.

(7) The members of the company present at the meeting
shall be at liberty to discuss any matter relating to the forma-
tion of the company, or arising out of the statutory report,
whether previous notice has been given or not, but no resolu-
tion of which notice has not been given in accordance with
the articles may be passed.

(8) The meeting may adjourn from time to time, and at
g:{nadjoumed ®meecting any resolution of which notice has

given in accordance with the articles, either before or
subsequently to the former meeting, may be passed, and the
adjourned meeting shall have the same powers as an original
meeting.

9) Igf a petition is presented to the court in manner pro-
vided by Part IV of this Act for winding up the company
on the ground of default in filing the statutory report or in
holding the statutory meeting, the court may, instead of
directing that the company be wound up, give directions for
the statutory report to be filed or a meeting to be held, or
make such other order as may be just.

(10) The provisions of this section as to the forwarding and
filing of the statutory report shall not apply in thd case of a
private company. . .

By the abdve’section, the abstract of receipts and
payments, which must be,embodied in the statutory
repctt, must include under a istinctive heading the

receipts of the company on capital &ccount ft0m
debentures. ’
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1

Specific Reqnirements as ‘to Particulars of Prospectus.
8l.—(1) E rospectus issued by or on behalf of a

ormpany, or, ‘l’);ryor Io:)m behalf of any person who is ¢r has besn

sengaged og interested in the formation of the company, must

state-T

- (a) the contents of the memorandum, with the ndmes,
descriptions, and addresses of the signatories, and the
number of shaves subscribed for by them respectively;
and the number of founders or management or deferred
shares, if any, and the nature and extent of the inttrest
of ;he holgers in the property and profits of the company ;
an [

(b) the number of shares, if any, fixed by the articles
as the qualification of a director, and any provision in
the articles as to the remuneration of the directors; and

(¢) the names, descriptions, and addresses of the directors
or proposed directors ; and
¢ (5) the minimum subscription on which the directors
may proceed to allotment, and the amount payable on
application and allotment on each share; and in the
case of a second or subsequent offer of shares, the amount
offered for subscription on each previous allotment made
within the two preceding years, and the amount actually
allotted, and the amount, if any, paid on the shares so
allotted ; and o

(¢) the number and amount of shares and debentures
which within the two preceding years have been issued,
or agreed to be issued, as fully or partly paid up otherwise
than in cash, and in the latter case the extent to which

are so paid up, and in either case the consideration
for which those shares or debentures have been issued or
are proposed or intended to be issued ; and

(f) the names and addfesses of the vendors of any property
purchased or acquired by the company, or praposed so to
be purchased or acquired, which is to be paid for wholly
or partly out of the proceeds of the issue offered for sub-
scriptxgg by the prospectus, or the purchase or acquisition
of which has not been completed at the date of issue of the
prospectus, acd the amount payable in cashy shares, or
debentuyes, to the vendor, and where there is more than
one separate vendor, or the company is a sub-purchaser,
the amount so payable to.each vendor: Provided that
where the vendors or any of them are a firnt the memberd
©f the firm ghall not b® treated as separate vendors; and

(¢) the amount (if any) paid or payable as p
nioney in cagh, shares, or debeniures, for any such property
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85 aforesaid, specifying the*amount (if any) epayable for

goodwill; and y)

(5) ths amount (if any) paid within the two preceding
years or payable, as commission for subucribmg or agree-
ing to subscribe, or procuring or agreeing to procure sub-
scriptions, for any shares in, or debemtures of, thecom
pany, or the rate of any such commission: Provid
that it shall not®be necessary to statg the commission
payable to sub-underwriters; and

&), the amount or estimated amount of prehmmary

nses; and
4) the amount paxd within the two preceding years or
intended to kg paid t§ any promoter, and the consideration
for any such payment; and

(k) the dates of and parties to every material contract,
and a reasonable time and place at which any material
contra& or a copy thereof may be inspected : Provided
that this requirement shall not apply to a contract entergd
into in the ordinary course of the business carried on or
intended to be carried on by the company, or to any
contract entered into more than two years before the date
of issue of the prospectus; and

(5) the names and addresses of the auditors (if any)
of the company ; and

(m) full panticulars of the nature and extent of the
iftterest (if any) of every director in the promotion of, or
in the property proposed to be acquired by, the company,
or, where the interest of such a director consists in being
a partner in a firm, the nature and extent of the interest
of the firm, with a statement of all sums paid or agreed
tobepatdtommortotheﬁrmmcashorsha.resorother-
wise by any person either to induce him to become, or to
3 ualify him as, a director, or otherwise for services ren-

ered by him or by the firm in connection with the promotion
or formation of the company ; and

(») where the company is a company having shares of
more than one class, the right of voting at meetmgs of
the company conferred by the several classes f shares
respectively.

(2) For the puspases of this section every person shah be
deemed to be a vendor who has entered into any contract,
absolute or conditional, for the,sale or purchase, or for any
optioneof purchase, of any property to be a.cqmred by the
company, in any case where— ®

() *the purchase gnoney is not fully paid at the date of
isste of the prospectﬁs
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(b) thespurchase money i to be paid or satisfied wholly
or in t&art out of the proceeds of the issue oﬁered for sub-
a scription by the prospectus ; or
o (c) tke contract (depends for its vahdityoriulﬁlmenton
the result of that issue.

“ (3) Where any of the property to be acquired by thé’com-
pany is to be taken on lease, this section shall apply as if the
expressmn “‘ vendor " included the lessor, and e expression

‘ purchase money " included the consideration for the lease,
and the expression * sub-purchaser "’ included a sub-essee.

* %4) Any gz:dltion requiring or binding any applicant for
shares or debentures to waive compliance with any requirement
of this section, or purporting to affect him whkh notice of any
contract document, or matter not specifically referred to in

pectus, shall be void.

(5 Where any such prospectus as is mentioned in this
section is published as a newspaper advertisemoit, it shall
fiot be necessary in the advertisement to specxfy the contents
of the memorandum or the signatories thereto, and the
number of shares subscribed for by them.

(6) In the event of non-compliance with any of the require-
ments of this section, a director or other person responsible
for the prospectus shall not incur any liability by reason of the
non-compliance, if he proves that—

(a) as regards any matter not dlsclosed he was* not
cognisant thereof ; or

(b) the non-compliance arose from an honest mistake
of fact on his part:

Provided that in the event of non-conspliance with the
teqmrements contained in paragraph (m) of subsection (1)
of this section no direcgor or other person shall incur any
liability in respect of the non-compliance unless it be proved
that he had knowledge of the matters not disclosed.

(7) This section shall not apply to a circular or notice
inviting existing members or debenture holders of a company
to subsaribe e:ther for shares or for debemiures of the com-
pany, whether with or without the right to remounce in
favour of othér persons, but subject as aforesail, this section
shall apply to any prospectus whether issued on or with
reference to the formation of a company or subsequently.

(8) The requirements of this section as to the memorand
and the gualification, rpmuneration, and intefest of d!ect(fg
the names, descriptions, and addresses of directors or
, djrectors, and the amount or estimated.amount of
* .expenses, shell not apply in‘the case of a prospectus sued
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more than one year after the date at which the company is
entitled to commence business.

(9) Nothing in this section shall limit or diminish any
liability which any person may incur under the ‘ggneral law .
or this Act apart from this section.

3 (See pp. 16 and 75.)

®
ObﬁgaﬁomdcommwhmmrmmgmnImed.
82.—(1) A company which does not issue a prospectus
on or yith reference to its formation, shall not allot any
» of its shares or debentures unless before the first allotment,
» of either shares or debeptures there has been filked with the
registrar of companies a statement in lieu of prospectus signed
o by every person who is named therein as a director or a pro-
posed director of the company or by his agent authorized
in writing, in the form and containing the particulars set out
in the%&:hedule to this Act.

(2) This S¥tion shall not apply to a private company gr
to a company which has allotted any shares or debemtures
before the first day of ]u? nineteen hundred and eight.

(Ses p. 16.)

84.,—(1) Where a prospectus invites persons to subscribe
for shares in or debentures of a company, every person who
is a director of the company at the time of the issue of the
prmctus, and Bvery person who has authorized the naming
of and is named in the prospectus as a director or as
having agreed to become a director either immediately or
after an interval of time, and every promoter of the company,
and every person who has authorized the issue of the pros-
pectus, shall be jjable to pay compensation to all persons who
subscribe for any shares or debeméures on the faith of the
prospectus for the loss or damage they may have sustained
by reason of any untrue statemenf therein, or in any report
or memorandum appearing on the face thereof, or by reference
incorporated therein or issued therewith, unless it is proved—

(@) with respect to every untrue statement not purport-
ing to be made on the authority of an expert, or gf a public
official document or statement, that he had reasonable
ground to*believe, and did up to the time ®f the allotgnent
of the sharessoredebentures, as the case may be, believe,

that the statement was true; and .

.. () with respect to every,untrue statement purporting
to be a statement by or contained in what purports to
beaeopyoforextractfromt:d hrto;e\‘lu:ﬁonoi,tn

expelt, that it fair)y represented the statement, or a

cérrect and iairmgpy of or extract from jthe rep;t?or
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valuation. Provided that' the director, person named
as director, promoter, or person who authorized the issue
oftheprospectus shall be liable to pay comgensation. as
aforesaéd if it is proved that he had no reasonable ground
to believe that the person making the statement, teporﬁ. or
va?x)atio:h was competent to make it; and rporting
¢) with res to e untrue statement pu

tobea statempee:: madev;;yan officidl person or contained
in what purports to be a copy of or extract from a pubhc
official document, that it was a correct and fair rgpresen

- .tation of the statement or copy or extract from the
document : .

or unless it is proved— “

(i) that having consented to become a director of the
company he withdrew his consent before the issue of the
prospectus, and that it was issued without his a.u‘,'.hority or
consent; or

« (i) that the prospectus was issued without' ms knowledge
or consent, and that on becoming aware of its issue he
forthwith gave reasonable public notice that it was issued
without his knowledge or consent; or

(iii) that after the issue of the prospectus and before
allotment thereunder, he, on becoming aware of any untrue
statement therein, withdrew his consent thereto, and
gave reasonable public notice of the wichdrawal, and of
the reason therefor.

(2) Where a company existing on the etghteenth day of
August one thousand eight hundred and ninety, has issued
shares or debentures, and for the purpose of obtaining further
capital by subscriptions for shares or deben#res issues a pro-
spectus, a director shall not be liable in respect of any state-
ment therein, unless has authorized the issue of the
prospectus, or has adopted or ratified it.

(3) Where the prospectus contains the name of a person
as a director of the company, or as having agreed to become
a director thereof, and he has not consented to become a
director, sor has withdrawn his consent before the issne of
the prospectus, and has not authorized or consented to the
issue thereof, the directors of the company, except any without
whose lmowledge or consent the prospettus was issued, and
any other person who authorized the issue thereof, shall be
hable to indemnify the person named as aforesaid against
all damages, costs, and, expenses to which hé may bé made
Mbbyrm?‘fxd:ih;:}nmmhavingbeeninsemdinthe
prospectus, or en himself against any action“ legal
proceedings hrought apinst him in respect thereof

L
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(4) Every person who by reason %f his being @ director,
or named as a director or as having agreed to become a
director, or gf his having authorized the issue of the prospectus,,

mes liable to make any payment under thig section
may* recover contribution, as in cases of contract, from any
other person who, if sued separately, would have been Kable
to make the same payment, unless the person who has become
so liable was, and that other person wag not, guilty of
fraudulent rhisrepresentation.

(5) &or the purposes of this section—

« The expression ‘‘ promoter’” means a promoter whe
was a party to the preparation of the prospectus, or of the
portion theresf containing the untrue statement, but

o does not include any person by reason of his acting in a
professional capacity for persons engaged in procuring

¢ the forrgation of the company :
Ther%\;n.s:ion ‘“expert” includes engineer, valuer,
accountant,%and any other person whose profession gives

authority to a statement made by him.
(See p. 75.)

85.—(7) In the case of the first allotment of share capital
payable in cash of a company which does not issue any
invitation to the public to subscribe for its shares, no allot-
ment shall be maqde unless the minimum subscription (that is
to say)—

(a) the amount (if any) fixed by the memorandum or
articles and named in the statement in lieu of prospectus
as the minimum subscription upon which the directors
may proceed to allotment ; or

(b) if no amdhnt is so fixed and named, then the whole
amount of the share capital other than that issued or
agreed to be issued as fully or partly paid up otherwise
than in cash,

has been subscribed and an amount not less than five per
cent. of the nominal amount of each share payable in cash
has been paid to and received by the company. 4

This subsection shall not apply to a private company
or to a company which has allotted any shares or debeniyres
before the first day of July nineteen hundred and eight.

Regtrictions on Commencement pt Business.

8?.—?(1) A eJmpa.ny shall not commence any, business or

exercise any borrowing powers unless— )
(s) shares held sibject to the payment qf the whole
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amount thereof in cash have been allotted to an amdant
not less in the whole than the minimum subscription ; and
(b) every director of the company has paid {o the com-
éachoitheshareetakenorconmtedtobetaken
g;“hun and for which he is liable to pay in cash, apro-
n equal to the proportion payable on app
and allotment on the shares offered for public su phm
or in the cage of a company which does not issue a
prospectus inviting the public to subscribe for‘ its sha.res
on the shares payable in cash ; and
, () there has been filed with the registrar of oompa.mes a
statutory declaration by the secretary or one of the directors,
in the prescribed form, that the &foresaid conditions have
been complied with; and
(d) in the case of a company which does not issue a'
prospectus inviting the public to subscribe for its shares,
there has been filed with the registrar of }vﬁpames a
statement in lieu of prospectus.

(2) The registrar of companies shall, on the filing of this
statutory declaration, certify that the company is entitled
to commence business, and that certificate shall be conclusive
evidence that the company is so entitled :

Provided that in the case of a company which does not
issue a prospectus inviting the public to subscribe for its
shares the registrar shall not give such a curtificate unless a
statement in lieu of prospectus has been filed with him.*

(3) Any contract made by a company before the date at
which it is entitled to commence business shall be provisional
only, and shall not be binding on the company until that date,
ang on that date it shall become binding.

(4) Nothing in this section shall prevent“he simultaneous
offer for subscription or allotment of any shares and debentures
or the receipt of any ¢noney payable on apphcahon for
debentuyes.

(5) If any company commences busmess ‘or exercises

powers in contravention of this section, every peraon
who is ponsible for the contravention shall, without
udioeto anyotber liability, be liable to a fine not ex
pounds fcr every day during which the gontravention

(6) Nothmg in this section shall apply toa ‘private company,
or to a company registered before the first day of January
nineteen hundred and one, of to a company registered;befére
ﬁeﬁutdayqf]ulynm&teenhundmd and eight which does not

a prospectus inviting the public to subscribe for its shares.,

(Ses p. 26.)
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Ststement in Balance Sheet as % Colnmissions and Disoounts.
90.—Where a company has paid any sums by way of

commissior?in respect of any shares or debentures, or allowed®

any, sums by way of discount in respect of any debemures, the .

tot_a‘] amount so paid or allowed, or so much thereof as has not

been Written off, shall be stated in every balance sheet of the «

company until the whole amount thereof has been written off.

- * (See p. 16.) )

Limitatipn of Time for Issue of Certificates.

92.—(1) Every company shall, within two months after«
the allotment of any oé its shares, debentures, 8 debemture
stock, and within two months after the registration of the
transfer of any such shares, debemtures, or debemture stock,
complete and have ready for delivery the certificates of all
Shares, debentures, and the certificates of all debemfure
stock allotad or transferred, unless the conditions of issue
of the shares™debentures, or debenture stock otherwise provides

(2) If default is made in complying with the requirements
of this section, the company, and every director, manager,
secretary, and other officer of the company who is knowingly
a party to the default, shall be liable to a fine not exceeding
five pounds for every da.}z ;luring ;vh)ich the default continues.

ee p. 27.

Reglstration of Mortgages and Charges in England and
Treland.

98.—(1) Every morigage or charge created after the first
day of July nineteen hundred and eight by a company regis-
tered in Engla.nd'or Ireland and being either—

(@) a mortgage or charge for the purpose of securing any
issue of debentuyes; or

(b) a mortgage or charge on uncllled share capital of the
company ; or

(¢) a mortgage or charge created or evidenced by an
instrument which, if executed by an individual, would

require registration as a bill of sale; or .

(d) a morigage or charge on any land, wherever situate,

or any integest therein; or ' L)

(¢) a morigagp o charge on any book debts of the cdm-

; or

pa:?)' a floaling charge on the updertaking or property of the
"‘mmY- ?

shall, so far as any security on the tompany’s property gr

undertaking is thereby conferred, be void against the liquidator

and eny creditor of ‘the company, unless the prescribed
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particulars ©of the morifage or chargs, together with Che
instrument (if any) by which the morigage or charge is created
¢r ovidenced, are delivered to or received by the gegistrar of
companieg, for registration in manner required by this Act
®within twenty-one days after the date of its crea'aon but
Jvithotit prejudice to any contract or obligation for repax;nenf
of the money thereby secured, and when a morigage or charge
becomes void under this section the meney secured thmby
shall immediately become payable :
Provided that—

¢ ¢ (i) in the case of a morigage or charge created’ out of
the United Kingdom comprising solely property situate
outsxde the United Kingdom, tHe delivey to and the
receipt by the registrar of a copy of the instrument by
which the morigage or charge is created or evidenced, verified '
in the prescribed manner, shall have the same effect for
the purposes of this section as the delivery receipt
(of the instrument itself, and twenty one drjys after the
date on which the instrument or copy could, in due course
of post, and if despatched with due diligence, have been
received in the United Kingdom, shall be substituted for
twenty-one days after the date of the creation of the
morigage or charge, as the time within which the particulars
angmstrumentorcopyaretobedeﬁveredtotheregistrar.
an
(ii) where the mortgage or charge is created in the United
Kingdom but comprises property outside the United
Kingdom, the instrument creating or purporting to create
the morigage or chayge may be sent for registration not-
withstanding that further proceedings may be necessary
to make the morigage or charge valid or ehectual according
todthe law of the eountry in which the property is situate;
an
(iii) where a nego'aable instrument has been given to
secure the payment of any book debts of a company,the
deposit of the instrument for the purpose of securing an
advance to the company shall not for the purposes of this
oectxonbetreatedasamtgagsorchmgaonthosebook
debts; and .

“iv) the holding of Mmmms entitling the" holder to a
charge on land shall not be deemed to be afi interest in land.
(See pp. 600 62, and 65.)

2) The registrar shall keep, with respect y
mv(eghterintboptescﬂbldhrmofallthe mngagasa.nm
bythempanyaftntbnﬁntdayof]nlyninm
h\Indred and eight and requiring regisiration under
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.se)ﬁon; and shall, on payment of’the prescribed fee, enter
in the register, with respect to every such morigage or charge,
the date of creation, the amount secured by it, short partic
lass of- property morigaged or charged, and thg names o!
tha morigagees or person.s( ;ntitled to the chasge. °
MR ee p. §9.) * *
. (3)..Where a sevies of debemtuyes containing, or giving by
reference to any otker instrument, any chgrge to the benefit
of which the debenture holders of that series are entitled pari
passy is created by a company, it shall be sufficient if there are
deliver®d to or received by the registrar within twenty-cne,
days after the execution of the deed containing the chkarge or,
if there is no sych deed,®after the execution of any debentures
of the series, the following particulars—
' (a) the total amount secured by the whole series; and
e« (b) the dates of the resolutions authorizing the issue of the
- series ¥d the date of the covering deed, if any, by which
"’ the secursny is created or defined ; and ° *
(c) a general description of the property charged; and
‘(g‘)' the names of the trustees, if any, for the debenture
- holders ;
together with the deed containing the charge, or, if there is no
such deed, one of the debentures of the series, and the registrar
shall, on payment of the prescribed fee, enter those particulars
in the register : o

Brovided that, where more than one issue is made of
debentures in the series, there shall be sent to the registrar for
entry in the register particulars of the date and amount of
each issue, but an omission to do this shall not affect the
validity of the debentures issued.

@  (Ses pp. 64 and 67.)

(4) Where any commission, allowance, or discount has been
paid or made either directly or indirectly by the company
to any person in consideration of his subscribing or agreeing
to subscribe, whether absolutely or conditionally, for any
debentuyes of the company, or procuring or agreeing to procure
subscriptions, whether absolute or conditional, for any such
debentures, the particulars required to be sent for registration
under this sgction shall include particulars agto the amount
or rate per cent. of the commission, discount, or allowince
80 paid or made} but an omission to do this shall not affect
the validity of the debentuyes issued : .

YProyided that the deposit df any debemures as security
for any debt of the company shall nof# for the pyrposes of thys-
Pprovisign be treated as the issue of the debentures at a discount.

- (See pp. 16, 65 and 67.)
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(5) The registrar shall five @ certificate under his handbot
the registration of any morigage or charge registered in u-
mmce of this section, stating the amount thereby mue‘s:l?nd

<the certifieate shall be conclusive evidence that requife-
ments of this section as to registration have been complied with,
] (See p. 66.) : o

(6) The company shall cause a copy of every certificate.
of registration given under this sectiod to be epdorsed on
every debenture or certificate of debenture stock which is issued
by the company, and the payment of which is secured, by the
mbrigage or gharge so registered :

(See p. 66.)¢

Provided that nothing in this subsection shdil be construed
as requiring a company to cause a certificate of registration
of any morigage or chavge so given to be endorsed on any,
debenture or certificate of debenture stock which has hgfin issued
by the company before the morigage or charge wga'created.

(See p. 66.)

(7) It shall be the duty of the company to send to the
registrar for registration the particulars of every wmorigage
or charge created by the company and of the issues of deben-
tures of a series, requiring registration under this section, but
registration of any such morigage or charge may be effected
on the application of any person interested t.herein.

Where the registration is effected on the application® of
some person other than the company, that person shall be
entitled to recover from the company the amount of any fees
properly paid by him to the registrar on the registration.

. (See p. 66.) <

(8) The registerbkept in pursuance of this sfection shall be
open to inspection by any_person on payment of the prescribed
fee, not exceeding one sh{nmg for each inspection.

(See p. 63.) *'

(9) Every company shall cause a copy of every instrumen
creating any morigage or charge reqmng registration under
this section to be kept at the registered office of the company :
Proyided that.‘n the case of a seriss of uniform debentures, a
cop§ of one such debensure shall be sufficient.

(See p. 58.) ’

Registration of Enforeement of Security. e ©
«94.—(1) Ifcany persdn obtains an order for the appoint-

toiarmiw};ocmnagcroftheptoputyofampany.
or appoints such a receiver or mamagey under any pewers
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cBntained in any instrument, he shall within sevés days from
the date of the order or of the appointment under the powers
containedgin the instrument give notice of the fact to i
registrar of companies, and the registrar shall, ch payments
, of*the prescribed fee, enter the fact in the register of morlgages
" and sharges,

, (2) If any person makes default in complying with the
requiremepts of thi8 section he shall be lmble to a fine not
exceeding five pounds for every day during which the default

condinges.
o (Ses pp. 78 and 104.)

Filing of Acoqunts of Receivers and Managers,
85.—(1) Every receiver or manager of the property of a
company who has been appointed under the powers contained
*in any jpstrument, and who has taken possession, shall, once
in every half-year while he remains in possession, and also on
ceasing to a.t as receiver or manager, file with the registrar of
companies an abstract in the prescribed form of his receipts
and payments during the period to which the abstract relates,
and shall also on ceasing to act as receiver or manager file
with the registrar notice to that effect, and the registrar
shall enter the notice in the register of morigages and charges.
(2) Every receiver or manager who makes default in com-
plying with the provisions of this section shall be liable to a
fine not exceeding fifty pounds.
(See p. 105.)

Rectitioation of Register of Morigages.

98.—A judge of the High Court, on being satisfied that the
omission to reglter a morigage or charge within the time
hereinbefore required, or that the omission or misstatement
of any particular with respect to amy such morigage or charge
was accidental, or due to jnadvertence or to some other
sufficient cause, or is not of a nature to prejudice the position
of creditors or shareholders of the company, or that on other
grounds it is just and equitable to grant relief, may, on the
application of the company or any person interested, and
on such terngs and condmons as seem to th.]udge just.and
expedient, order that the time for registration be extended,
or, t;‘ﬁse’cclhe case nfay be, that the omission or misstatement be
rec

S ., (Ses p?67.)
Entry of llﬂlhoﬂon.

97.—The registrar may, on evidence beim
giverr to his sat;lsfacﬁon that debt for which any regxsﬁereg
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merigage or'tharge was ngen has been paid or satisfied, ordbr
that a memorandum of satisfaction be entered on the register,
#hd shall if required furnish the company with a copy
«<thereof. ¢
. (See p. 68.) .

¢ c

Index to Register of Morigages and Charges.
98.—The regxst&r of companies shall \:eep a chronolog'lcal
index, in the prescribed form and with the prescnbed
{u;uars of the morigages or charges registered with hine
his Act.

[ 4
[

’ ". L

99.—(1) If any company makes default in sending to the
registrar of companies for registration the partic of any«
morigage or charge created by the company, and ofthe issues
of debentures of a series, requiring registration wit registrar
under the foregoing provisions of this Act, then, unless the
registration has been effected on the application of some other
person, the company, and every director, manager, secretary,
or other person who is knowingly a party to the default, shall
on conviction be liable to a fine not exceeding fifty pounds for
every day during which the default continues.

(2) Subject as aforesaid, if any company makes default
in complying with any of the requirements of this Act ag'to
the registration- with the registrar of any morfgage or charge
created by the company, the company and every director,”
manager, and other officer of the company, who knowmgly
and wilfully authorized or permitted the efault shall, with-
out prejudice to any other liability, be liable on summary
conviction to a fine not exceeding one hundred pounds,

(3) If any person knéwingly and wilfully authorizes or
permits the delivery of any debenture or certificate of debenture
stoch requiring registration with the registrar under’ the fore-
going provisions of this Act without a copy of the certificate
of registyation being endorsed upon it, he shall, without
prejudice to any other lability, be liable on ‘
conyiction to arfine hot exceeding one hundred pounds.

(See p. 67)

Company’s Register of Mortgages.

100.—(1) Every limi shall regidter ‘of
mwﬂmo?ﬁm%u%%my
estription of tho propecty morigaged o charged, the sumount
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ofthe morigage or charge, and (except in the cas® of securities
to bearer) the names of the morigagees or persons entxtled
tqﬂetol

(2) If a.ny director, manager, or other officer of the com-,
.pany knowingly and wilfully authorizes or permijts the
omisgion of any entry required to be made in pursuance
, of this section, he shall be liable to a fine not exceeding fifty

pounds
¢ (See p. 58.)

&
Right to Inspect Copies of Instruments creating Mortgages andb

Charges and Company’s Register of Mortgages

101.—(1) The copies of instruments creating any morigage
or charge requiring registration under this Act with the
reglstrar of companies, and the register of morigages kept
*in pursvgnce of the last foregoing section, shall be open at all
reasonable times to the inspection of any creditor or member
of the company without fee, and the register of morigaghs
shall also be open to the inspection of any other person on
payment of such fee, not exceeding one shilling for each
inspection, as the company may prescribe.

(2) If inspection of the said copies or register is refused,
any officer of the company refusing inspection, and every
dlrector and manager of the company authorizing or know-

ly and wilful®y permitting the refusal, shall be liable to a
ﬁn not exceeding five pounds, and a further fine not exceeding
two pounds for every day during which the refusal continues ;
and, in addition to the above penalty as respects companies
registered in England or Ireland, any judge of the High
Court sitting in chambers, or the ]udge of the court exercising
the stannaries jurisdiction in the case of companies subject
to that jurisdiction, may by order compel an immediate
inspection of the copies or register. ®

(See p. 59.)

mmammmmmhmmmmm of Deben-
ture Folders and to have Copies of Trust Deed.»

102.—(1) Every register of holders of debegures of a com-
pany shall, ekcept when closed in accordance with the articles
during such period ‘or periods (not exceeding in the whole
thu'l:yda.ysmanyyeu) as may be specified in the articles, be

the inspection of the neglstered holder of any such
dsbm and’ of any holder of shages in the company but
subject to such reasonable restrictions as the dbmpany mdy
in genefal meeting impose, 80 that at least two hours in eagh
day are appointed for inspection, and every such holder may
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require a copy of the register of any part thereof on paymetkt
of sixpence for every one hundred words required 4o be
@pied. . ¢

« (2) A cépy of any #rusi deed for securing any issue of
debentyyes shall be forwarded to every holder of any :uch

wichentures at his request on payment in the case of a priated "«

trust deed of the sum of one shilling or such less sum as may
be prescribed by ¢he company, or, where the frust deed has
not been printed, on payment of sixpence for &very one
hundred words required to be copied. o €

¢ (3) If inspection is refused, or a copy is refused or hot
forwarded, the company shall be liable to a fine not exceeding
five pounds, and to a further fine not exceedipg two pounds
for every day during which the refusal continues, and every

-~

director, manager, secretary, or other officer of the company °

who knowingly authorizes or permits the refusal shyll incur-

the like penalty.
o (See p. 35.)
Perpetual Debentures.

108.—A condition contained in any debeniures or in any
deed for securing any debentures, whether issued or executed
before or after the passing of this Act, shall not be invalid by
reason only that thereby the debentures are made irredeem-
able or redeemable only on the happening of a contingency,
however remote, or on the expiration of a period, howeyer
long, any rule of equity to the contrary notwithstanding.

(See p. 15.)

Power to re-issue Redeemed Dobentures in Certain Cases.

104.—(1) Where either before or after thu passing of this
Act a company has redeemed any debenfures previously
issued, the company, unlgss the articles or the conditions of
issue expressly otherwise provide, or unless the debentures
have been redeemed in &ursuance of any obligation on the
company so to do (not being an obligation enforceable only
by the person to whom the redeemed debentures were issued
or his assigns), shall have power, and shall be deemed always
to have had , to keep the debentures alive for the purposes
of ro-issue, and where a company has purportedl to exercise
such a power the company shall have power, and shall be
deemed always to have had power, to re-issue the debentures
either by re-issuing the same debentures or by issuing other
dsbentures in their place, and upon such a re-issue%
eittitled to the debentures shall have, and shall be
alsvays to have had, the same rights and priorities db if the
‘debentures had not previously been issued, °
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¢ (2) Where with the objects of Reeping deberures alive for
the purpose of re-issue they have either before or after the
passing @¢f this Act been transferred to a nominee of tle
cdmpany, a transfer from that nominee shall sbe deemed
to be a re-issue for the purposes of this section.

"+ (3 Where a company has either before or after the'passing

of this Act deposited any of its debentures to secure advances
from time to time on current account or ogherwise, the deben-
tures shafl not be deemed to have been redeemed by reason
only of the account of the Company having ceased to be in
debit whilst the debentures remained so deposited. K

(4) The re-issue of a debenture or the isswe of another
debenture in itg place urfder the power by this section given to,
or deemed to have been possessed by, a company, whether
the re-issue or issue was made before or after the passing of
this Agf, shall be treated as the issue of a new debenture for
the p of stamp duty, but it shall not be so treated for
the purposes of any provision limiting the amount or number
of debentures to be issued :

Provided that any person lending money on the security
of a debenture reissued under this section which appears to be
duly stamped may give the debentuye in evidence in any
proceedings for enforcing his security without payment of
the stamp duty or any penalty in respect thereof, unless he
had notice or, dut for his negligence, might have discovered,
timt the debenture was not duly stamped, but in any such
case the company shall be liable to pay the proper stamp duty
and penalty.

(5) Nothing in this section shall prejudice—

(@) the op?ration of any judgment or order of a court
of competent jurisdiction pronounced or made before the
seventh day of March nineteen hundred and seven as
between the parties to the proceelings in which the judgment
was pronounced or the order made, and any a; from
any such judgment or order shall be decided as if this Act
bhad not been passed ; or

(b)) any power to issue debentures in the place of any
debentures paid off or otherwise satisfied or extinguished
reserved &0 a company by its debenturesdor the secyrities

for the same,
(See pp. 70 to 73.)

Bpecific Performanoce of Contrdbt to Subscribe for Debentures.

105.—A contract with a company to take wp and pay#for
any debentures of the company may be enforced by an ogder

forespecific performahce,
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Validity of Disbentures to Bearer in Sootiand.
106.—Notwithstanding anything contained in the statute
of the Scoty Parliament of 1696, chapter twenty-five,'debentunss
“4o bearer issued in Scotland are declared to be valid and bmdxpg
accordmg to their terms.

The effect of this Act, which is entitled * Act anent .
Blank Bonds afid Trusts,” is to invalidate all deeds
issued with the name of their creditor in bla.nk. .

c 0
Payments ofeCertain Debts out of Assets subject to Floating

Charge in Priority to Claims under'the Charge.

107.—(1) Where, in the case of a company 'registered in
England or Ireland, either a receiver is appointed on behalf
of the holders of any debentures of the company secuysd by a
floating charge, or possession is taken by or on behalf of those
dédenture holders of any property comprised in or subject to
the charge then, if the company is not at the time in course
of being wound up, the debts which in every winding-up
are under the provisions of Part IV of this Act relating to
preferential payments to be paid in priority to all other debts,
shall be paid forthwith out of any assets coming to the hands
of the receiver or other person taking possession as aforesaid
in priority to any claim for principal or intcrest in respect
of the debentures.

(2) The periods of time mentioned in the said provisions
of Part IV of this Act shall be reckoned from the date of the
appointment of the receiver or of possession being taken as
aforesaid, as the case may be.

3 Any payments made under this section shall be
recouped as far as may be out of the assets of the company
available for payment of general creditors.

(See pp. 45 and 81.) -
Rights of Preference Shareholders, eto., as to Receipt snd
Inspectica ot Reports, ete.

114.—(1) Holders. of preference shares and dsbemiures
of a company shall have the same right to receiveand inspect
the balance sheets of the company and «the reports of the
auditors and other reports as is possessed by the holders of

shares in the company.

(2) section shall pot apply to a private companf;. nor
to'a company registered before the first day of]ulyninsken
bupdred and eight.

-{Ses p. 8.)
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Power to Compromise with Creditofs and Members.

1202—(1) Where a compromise or arrangement is proposed
bgtween & company and its creditors or any class of thenf,
or between the company and its members or afly class of,
them, the court may, on the application in a summary way
of tfe company or of any creditor or member of the company
.or, in the case of a company being wound up, of the liquidator,
order a meeting of ‘the creditors or class ®©f creditors, or of
the members of the company or class of members, as the case
may he, to be summoned in such manner as the court directs.

(2) If a majority in number representing three-fourths im
value of the creditors gr class of creditors, or®members or
class of members, as the case may be, present either in peison
or by proxy at the meeting, agree to any compromise or
arrangement, the compromise or arrangement shall, if sanc-
tioned ®y the court, be binding on all the creditors or the
class of creditors, or on the members or class of members,
as the case may be, and also on the company or, in the case
of a company in the course of being wound up, on the liqui-
dator and contributories of the company.

(3) In this section the expression ‘‘ company " means any
company liable to be wound up under this Act.

Under the provisions of this important section, all
kinds of schemes of arrangement, many of them
aflecting debenture holders, have been sanctioned.
For instance, debenture holders may, under such a
scheme, accept shares in lieu of their debentures,
or may allow, their debentures to be postponed in
favour of new debentures to be created. One of the
salient features of the sectioneis that it enables the
statutory majority of a class to bind the minority.
The similar power of a majority of debenture holders
to bind the minority in matters affecting thgir rights,
which power is generally expressly given in one of the
schedules to a debenture trust deed, if’ dealt with on
page 51. Sec’alfo section 191 (p. 112).

of “ Private Company.”’

181.—(1) For the urposes of this Act the expressjpn
* private company n?eans a company which by its articles—

+(a) restricts the“right to transfer its shares; and *
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() limits the numbercof ity members (exclusive of perscus

who are in the employment of the company) to fifty,; and
« _ () prohibits any invitation to the public to subscribe

for any shares or debentures of the company. * ’

(2) A private company may, subject to anything contaifed.
An the memorandum or articles, by passing a special resolation *
and by filing with the registrar of companies such a statement,
in lieu of prospectus as the company, il a public,company,
would have had to file before allotting any of its shares or
debentuyes together with such a statutory declaratior as
#he company, if a public company, would have had to file
before commrsncing business, turn itself into a public company.

(3) Where two or more persons Hold one er more shares
in a company jointly they shall, for the purposes of this section,
be treated as a single member.

<

[

The Companies Act, 1913, leaves unaltered the
above prohibition relating to public issues of shares
and debentures. Sections 82 (p. 97), 87 (p. 99), and
114 (p. 110), provide for certain privileges of private
companies in respect of debentures and borrowing.

Power in England to Appoint Official Receivez as Receiver for
Debenture Holders or Creditors. ‘
162.—Where an application is made to the court to appoint

a receiver on behalf of the debenture holdeys or other creditors

of a company which is being wound up by the Court in

England, the official receiver may be so apppinted.

) (See p. 85.)

Arrangement when Binditig on Creditors.

191.—(1) Any arrangement entered into betwéen a com-
pany about to be, or in the course of being, wound up
voluntaﬁuy and its creditors shall, subject to any right of
a der this section, be binding on the company if
sanctioned by an extraordinary resolution, and on the creditors
if adceded to by three fourths in number and value of the
creditors. “ o

(2) Any creditor or contributory may, within three weeks
from the completion of the arrangement, appeal to the court
xlnst it, and the coust may thereupon, as it thinks just,

end, vary, or confirm the arrangement. R

*®  Ses also section 120 (p. 111) and note thereto. «
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JAyplication of Bankruptoy Rules it winding upof Insolvent
English and Irish Companies. ¢

+207.—Ia the winding up of an insolvent company registercd

in England or Ireland the same rules shall prevail and be
.oberved with regard to the respective rights of secured
* andesunsecured creditors and to debts provable and to the
» valuation of annuities and future and contingent liabilities
as are in fprce for tHte time being under theslaw of bankruptcy
in England or Ireland, as the case may be, with respect to
thedegtates of persons adjudged bankrupt; and all persons
who in any such case would be entitled to prove for and
receive dividends out of the assets of the compaty may come
in under the wvinding up, and make such claims against the
company as they respectively are entitled to by virtue of
this section.

A d¥enture holder is generally a secured creditor.
The effect of this section (which reproduces the
provisions of section 10 of the Judicature Act, 1875), is
to apply to secured and unsecured creditors in the
winding up of an insolvent company the same rules
as apply in bankruptcy. See also section 209 (below).

A secured ¢geditor in the winding up of an insolvent
cOmpany may do one of four things: (1) he may rely
on his security and not prove at all ; (2) he may realize
his security and prove for the balance due to him;
(3) he may sugrender his security to the liquidator and
prove for his whole debt ; (4) he may assess the value
of his security, and, after dedugting the assessed value,
prove for the balance of his debt (see Bankruptcy Act,
1914, Second Schedule, Rules 10 to 18).

Preforential Payments. -
£209.—(1) In a winding up there shall be paid in priority
to all othe» debts— s

() All pagochial or other local rates due from the' com-
pany at the date hereinafter mentioned, and having become
due and payable within twelve months next before that
dete, and all assessed taxes, land tax, property or income
tax assessed on the company up to the fifth day of April
next before that date, and not exceeding in the whole
ene year’s assessthent ;
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(b) all wages of salary of &ny clerk or servant in respétt
of services rend?;'ed to the co¥npa.ny during four months
before the said date, not exceeding fifty pounds; and

(¢c) all*wages of any workman or labourer not exceeding
twenty-five pounds, whether payable for time or for piece ,
work, in respect of services rendered to the company °
during two months before the said date: Provided that,
where any labourer in husbandry has ‘entered ilg:lo a con-
tract for the payment of a portion of his wages in a lump
sum at the end of the year of hiring, he shall have pric.ity
in respect of the whole of such sum, or a part thereof, as
the court may decide to be due under the contract, pro-
portionate to thetime of service up to the szid date; and

d) unless the company is being wound up voluntarily
merely for the purposes of reconstruction or of amalgama-
tion with another company, all amounts (not excegding in
any individual case one hundred pounds) due in respect of
compensation under the Workmen’s Compensation Act, 1906,
the liability wherefor accrued before the said date, subject
nevertheless to the provisions of section five of that Act.

(2) The foregoing debts shall—

(a) Rank equally among themselves and be paid in full,
unless the assets are insufficient to meet them; in which
case they shall abate in equal proportions; and

() in the case of a company registered' in England or
Ireland, so far as the assets of the company available for
payment of general creditors are insufficient to meet them,
have priority over the claims of kolders of debemtures under
any f}:naﬁng chayge created by the company, and be paid
accordingly out of any property comprised in or subject
to that charge.

& o the costs andl oxpertin of tho winding ap, the oregoing
or the costs and ex of the winding up, the foregoin
?lae?ushallbedischargedforthwithsofarasthmassetsug
suﬁ‘)ﬂelntt? “ovent of a lendlord or other distraining
n the event of a or other person ining or
having distrained on any goods or effects of the company
within three months next before the date of a winding-up
order, the debts~o which priority is given by this section
ahall%eaﬁrstchargeonthegoodsore&cpspdiatmjnedon,
o”hededthatq“hem:w: paid imnd
Provi in respect of any money under any su
charge the landlord or other ahallhavethgsameﬁghc&
or ity as the person to whom the payment is made.

) The date hereinbefore in this section referred to. is—

*‘(a) in the case of a company ordesed ‘0 be wound.up

[
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¢ompulsorily which had not previously} comrgenced to be

Z:(lllg.ld up voluntarily, the date of the‘winding-up order;

3

Qf(2»‘)le ix&:ndg gofll;)er case, the date of the commenoemenf:l
" "See page 81. To the debts entitled to prioritye
wunder subsection (1) of the above sgction must be
added, except in the case of companies wound up
volangarily merely for the purposes of reconstruction
or amalgamation, contributions payable by the coth?®
pany under, the National Insurance Act, 1911, in
respect of employed contributors or workmen in an
,insureq trade during the four months before the date
of the commencement of the winding up or the winding-
up order (National Insurance Act, 1911, section 110,
subsections (1) and (3). Subsection (2) contains
similar provisions as to companies within the stan-
naries, as to which see section 240 of the Companies
(Consolidation) Act, 1908). See, however, page 82.

Frpudulent Pretdrence.

210.—(1) Any conveyance, morigage, delivery of goods,
payment, execution, or other act relating to property which
would, if made or done by or against an individual, be deemed
in his bankruptcy a fraudulent preference, shall, if made or
done by or agaimst a company, be deemed, in the event of its
being wound up, a fraudulent preference of its creditors,
and be invalid accordingly. »

(2) For the purposes of this section the presentation of a
petition for winding up in the case of a winding up by or
subject to the supervision of the court, and a resolution for
winding up in the case of a voluntary winding up, shall be
deemed to correspond with the act of bankruptcy in the
) Ay igg:.:ﬁeyancedw' assignment by a® of all

(3) v or gnmen a’ company
itspropet]zytotusteesforthebmeﬁtofallitscreditorsshan
be void to all intents.

* The giving of a debenture containing a charge
may be a fraudulent preference within ¢he meaning
of thi§ section.
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lﬂooto!l‘laﬁncf!hm .

212.—Where a company is being woundup, a floatingcharge .
tn the undertaking or property of the company created
, within thfee months of the commencement of the winding
up shall, unless it is proved that the company immediattly.
cafter the creation of the charge was solvent, be invalid, eﬁcept ’
to the amount of any cash paid to the company at the time, -
of or subsequently to the creation of, and*in consideration for,
the charge, together with interest on that amount at the
rate of five per cent. per annum. ~

(e . (See p. 45.)

Requirements as to Companies Established Outiide the United
Kingdom. .

274.—(1) Every company incorporated outside tHg United
Kingdom which establishes a place of business within the
Upited Kingdom shall within one month from the establish-
ment of the place of business file with the registrar of
companies—

(a) a certified copy of the charter, statutes, or memoran-
dum and articles of the company, or other instrument
constituting or defining the constitution of the company,
and, if the instrument is not written in the Enghsh langua.ge,
a certified translation thereof ;

(b) a list of the directors of the company ;

(¢) the names and addresses of some one or more persons
resident in the United Kingdom authorized to accept on
behalf of the company service of process and any notices
required to be served on the company; ¢

and, in the event of any alteration being made in any such
instrument or in the dire€tors or in the names or addresses
of any such persons as aforesaid, the company shall within
theprmnbedhmeﬁlemththeregxstrar a notice of the
alteration.

(2) Anyeprocess or notice required  to be served on the
company shall be sufficiently served if addressed to any person
whose name hasebeen so filed as aforesaid and left at or sent

to the address which has been so filed,

(3) Every company to which this on applies shall in
every year file with the registrar such a statement in the fi
of a balance sheet as would,*if it were a company ferm
and registered, under tifis Act and having a share capital,
berequkedundetthisActtobemcludedinthemual
suthmary. °
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+o4) Ev;ry company to which this’secﬁog;:!;:pliu. and which
uses the word * Limited "’ as part of its e, shall—

»
s (a) if every prospectus inviting subscriptians for
ghares or debentures in the United Kingdom state the
.country in which the company is incorporated; ahd
b) conspicuously exhibit on every place where it carries
on business in the United Kingdom,the mame of the com-
pa.gy anl the country in which the company is incorporated ;
ag

P
(c) have the name of the company and of the coundry
in which the company, is incorporated mentiorfed in legible
characters m all bill-heads and letter paper, and in all
notices, advertisements, and other official publications of
the company.

(5) If any company to which this section applies fails to
comply with any of the requirements of this section tle
company, and every officer or agent of the company, shall be
liable to a fine not exceeding fifty pounds, or, in the case of
a continuing offence, five pounds for every day during which
the default continues.

(6) For the purposes of this section—

o The expresgion “ certified "’ means certified in the pre-
scribed manner to be a true copy or a correct translation ;

The expression ‘‘place of business ' includes a share
transfer or share registration office ;

The expressipn ‘‘ director *’ includes any person occupying
the position of director, by whatever name called ; and

The expression ‘‘ prospectus means any prospectus
notice, circular, advertisement, or other invitation, offering
to the public for subscription or purchase any shares or
debentures of the company.

(7) There shall be paid to the registrar for regis‘ering any
document required by this section to be filed with him a fee
of five shillidgs or such smaller fee as may be prescribed. »

L]

The object of this section is to enforce publicity of
the foreign origin of companies established outside
the United Kingdom. but carrving on business at Zn
office Within it.
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Interpretation.

285. In this Act, unless the context otherwise reguires,
the following expressions have the meanings hereby assxgned
to them (t!mt is to say) . . .

e v Dsbemun " includu dolmmm stock ; «

“ Prospectus -f nmns any prospechxs nohce circular,”
advertisement, or other invitation, offering to the public

for subscription or purchase any shares or debentures of a
¢ companz.
C

[4
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FORM No. 1

Particulars of Mortgage or Charge for Registration , -
Certificate Ng. ) ’

THE CoMPANIES (CONSOLIDATION) Act, 1908

PARTCULARS to be supplied to the Registrar pursuant to
8. 93 of the Companies (Consolidation) Act, 1908, of a mortgage
or charge created by the ComMPANY LiMITED,
and being—

*(a) A mortgage or charge for the purpose of securing
any issue of debentures; or

(b) A mortgage or charge on uncalled capital of the
Company ; or

(¢) A mcrtgage or charge created or evidenced by an
“ instrument which, if executed by an individual, would
require registration as a bill of sale; or

(@) A mortgage or charge on any land wherever situate
or any interest therein; or

() A mottgage or charge on any book debts of the
Company ; or

(f) A floating charge on the’undertaking or property of
the Company.

Presanted for filing by

¢ Strike out the sub-heads (@), (), (c), (d), (¢) or ([), which do not apply.
p)
[See over]

. 119
—1770)



CoMPANY }mmn.

of po;t'tion iu}

[Signature]

PARTICULARS OF A MORTGAGE OR CHARGE CREATED BY THE
': ~ 1! :4

to the Company}) =

alion

[Design.
relation

[Date.)
and Charges are as

follows—

~ -
on registration of Mortgages

Whore the amount

Ditto

scription Of
de!

Note

de ot exceed

of the Mortgage or Charge does n

.. los. _

200
G200

y

see

exceeds

Mortgage, Debeature, etc
copy thereof, with

ain cases a

ust
cert

ot in

t

Instrument, ¢.g., Ir
Instrumen

tion of the
livery of the

" AsNo

“(@) and (ii).
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iFORM No. 2
Particula¥s of Series of Debentures for Regisiration
Cam'ﬁgalc No.
THE CoMPANIES (CONSOLIDATION) Act, 1908

PARTICULARS to be delivered to the Registrar pursuant®o

93 (3) of the Companies (Consolidation) Act, 1908, relating
to a series of Debentures containing, or giving by reference
to any other instrument, any charge, to the benefit of which

the debenture holders of the said series are entitled pari passu,
created by the CoMPANY LIMITED.

Note.—The ®eed, if any, containing the charge must be
ddlivered with these particulars to the Registrar within twenty-
one days after the execution of such Deed ; or, if there is no
such Deed, one of the Debentures must be so delivered within
twenty-one days after the execution of any Debentures of ths

Presented for filing by

[See over)



PARTICULARS TO BE DELIVERED TO THE REGISTRAR PURSUANT TO S. 93 43) OF THE' COMPANIES

- (ConsoyipaTION) ACT 1908, OF A SERIES OF DEBENTURES CREATED BY THE

COMPANY . LIMITED.

5

@

@3

5%
=;§

2

.8 LA
e

5%
-]

3
B

m

B
i

-

[Signature)

[Designation of position iﬂl

velation to the Company))

[Dats]e
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FORM No. 38
. Particulars of Series of Debentures, where more than
one Issue .

Tre CoMPANIES (ConsoLiDaTION) Act, 1908

THE

CoMPANY LIMITED, * 0
Statement of particylars as required by subsection 3 of

section 93 of*the Companies (Consolidation) Act, 1908, when
» more than one issue is made of Debentures in a series.

Pre®nted for filing by
PARTICULARS OF AN ISSUE OF DEBENTURES MADE BY THE

CoMpANY LIMITED.

To be entered on the Register pursuant to s. 93 (3) of the
Companies (Consolidation) Act, 1908.

(1)

i)ate of Present
Issue.

2

Amount of Present
ssue,

(&)

Particulars as to the Amount or Rate
per cent. of the commission, allowance,
or discount (if any) m, or made,
Eiot’l:r directly, or in i‘I';ly, by the

pany, to an -
tion of {'is suszrlm:nor agreeing to
a:lgtbiscﬁbe, whether absolutely or eo:;

onally, or g or agreeing
procure z'\':bscrr;?i:,\;‘,nwhether absolute
or conditional, for any of the Deben-
tures included in this Return.

]

[Signature]

[Designation of poss'tioNn}
relation to the Company]

[Date)
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FORM No. 4
Wemorandum of Satistaction of Mortgage or Charge Veritied
, 0’ by Declaration v

WNo. of Centificate.

THE CoMPANIES (CONSOLIDATION) Act, 1903
Declaration verifying Memorandum of Satisfaction of Mortgage
‘ tg’ Chay e to be entered on the Register pursuant to s. Y7 o

the Comtanies (Consolidation) Act, 1908.
¢

THE CompANY LIMITE'D
WE, of , a Director of the above-named
Company, and , of , the Secretary mf the

above named Company, solemnly and sincerely declare that
the, particulars contained in the memorandum of satisfaction
annexed hereto, and dated , are true to the best
of our knowledge, information and belief.

And we make this solemn Declaration, conscientiously
believing the same to be true, and by virtue of the Statutory
Declarations Act, 1835.

Declared at the day of ,
One thousand nine hundred and » before me,

L]
A Commissioner for Oaths.

Memorandum of Satisfaction of Morigage or Charge.
The Company Limited, hereby gives notice
that the (*) dated the diy of ,
One thousand nine hundred and , and created by
the Company for securing the sum of £ ,» was satisfiel
to the extent of £ on the of w19 .
In witness whereof the common seal of the Company was
hereunto affixed the day of , One thousand
nine hundref and , in the presence of

} Directors.

¢ Secretary.
Dresented for filing by

N -
. ]
14
—

Insert here * mortgage ” or “ charge,” * debentures” or * aeben-
tut(:)' stock,” as the case may be. ’ .
’

v
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FORM No. 5 -
Receiver’s or Manager’s Abstract of Receipts and
Payments *

Cnuﬁcmziro. .
Tnx CoMPANIES (CONSOLIDATION) ACT, 1908
Rr!:nxvnn OR MANAGER'S ABSTRACT OF Rscsxm AND,

PAYMENTS .
(Purdant to s, 95 of the Companies (Consohdahon)
Act, 1908.)
Name of Company LimiTED.
Name and Address of Recewer}
or Manager.

ment under which Receiver

or Manager is appointed
Date of taking possession
Period covered by the } From

Abstract. To

Presented® fur filing by

Date and description of instru-}

ABSTRACT
RECEIPTS PAYMENTS
e |s]a £ | s |a
. .
L
[Signature]

[Date)
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FORM No. 6
, . Notios by Receiver or Manager on Ceasing to Aot
Certificate No.®

THE COMPANIES (Oonsoubnlon) Acr, 1908.

NOTICE TO BE GIVEN BY A RECEIVER OR MANAGER ON CRASING
TO ACT AS SUCH

¢ Pursuant to s. 95 of the Companies (Consolidation) ’
Act, 1908

Name of Company LiMiTED.

This Notice must be filed by the Receiver or Manager
within twenty-one days from his ceasing to act as such. Tha
penalty for default is a fine not exceeding £50.

Presented for filing by

To the Registrar of Companies

1, the undersigned, , of , hereby
give you notice that I ceased to act as Receiyer or Manager
of the ° Company Limited, on the
day of

[S:’gnatun]

(Date]
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STOCK EXCHANGE REGULATIONS
SPECIAL SETTLEMENTS

TxY efollowing documents and particulars should® be sent
to the Secretary of the Share and Loan Department, wheg
application i‘s made for,a Special Settlement— ®

STOCK OR DEBENTURE STOCK OF
NEW COMPANIES

A S:)ecimen of the Scrip or Stock Certificate.

A Copy of the Prospectus, the Statement in lieu of Pros-
pectus as filed with the Registrar of Joint Stock Companies,
Circular or Advertisement relating to the issue.

A letter from the Secretary of the Company, stating :

1. The amount allotted :
(a) to the public.
(b) to others.
2. The amount paid in cash per £100 Stock.
® 3. That the Scrip or Stock has been or is ready to be
issued.

OFFICIAL QUOTATIONS

CONDITIONS PRECEDENT TO AN APPLICATION FOR OFFICIAL
QUOTATION

1. That the Prospectus— o

Shall have been publicly advertised ;

Agrees substantially with the Act of Parliament or
Articles of Association ;

Provides for the issue of not less than ome-half of the
Authorized Capital and for the payment of 10 per cent.
upon tke amount subscribed ;

If offering Debentures or Debenture Stock states fully the
terms of redemption ;

If offering Debentures states whether they are to Bearer
o Registered ; . , ,

In cases where a Company had sold an isgue of Capital or ®
Dbentuyes or Debenture Stock which is subsequently
soffered t?r public subscription either by the Company

127
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or any sulsequeﬁt purthaser, states the authority for the
issue and all mat(rial conditions of sale.

v 2. That two-thirds of the amount proposed to,be iuued
of any clabs of Shares or Securities, whether such \ssue be
the whole or a part of the authonzed amount, shall have
been applied for by and unconditionally allotted te the
public, Shares or Securities granted in lieu of money pay-,
ments not being considered to form a part of sych pubhc
allotment.

3. That the Articles of Association, and the Trust, Beed

» Where such is required, contain the provisions spedﬁed
hereafter. ¢

4. That the Cortificate or Bond & in the for.n approved.

ARTICLES OF ASSOCIATION

Articles of Association should contain the folowing
provisions—

1. That none of the funds of the Company shall be
tmployed in the purchase of, or in loans upon the security
of its own Shares ;

2. That Duectors must hold a share qualification ;

3. That the borrowing powers of the Board are limited ;

4. That the non-forfeiture of dividends is secured ;

5. Thattheoommonformoftransferahallbeused:

6 'I'hat all Share and Stock Certificates ghall be issued

the Common Seal of the Company, and shall bear
togmphw signatures of one or more Directors and

e
e
7. Thatiully-pmdSharesshallbeheefromalllien
8. Thatthemterestofanrectormanywntnctshﬂl
be disclosed before execution, and that suck Director shall
not vote in respect thereof ;

9. ThattheD:rectonshallhavepoweratanytimemd
from time to time to afipoint any other qualified
as a Director either to fill a casual vacancy or as anr addition
to the Board, butsothatthetotalnumbuofbxmﬁors
shall not at any time exceed the maximum number fixed ;
but that gay raoappomtedshallholdoﬁeeonly
until the next following Ordinary General Meeting of the
Co%pa‘;zamd nallthenbeehgxbleforre—elecﬂm by

10, t a printed aecompa.nied
the Balance Sheet ghtement of Accounts shall, at
least seven days prevxoustotheGeneralMoeﬁng.be
dehveredorsentbyposttotheregistemdaddmloiemy
member, andthat two of each of these documerits
shall at the same time be’ ed to the Secretary df the
Share and Loan Department, The Stock Exchange, London ;

"
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1. T the charge for wnewsShare Certifieate issued to
replace one that has been worn outdlost, or destroyed
shall npt exceed one shilling.

’ TRUST DEEDS .
. Tyust Deeds should contain the following provisions—

. Where provision is made that the security shall be
repayable at a premium, either at a fixed date or at any
time uPon notice having been given, the Tyust Deed must
fgrther provide that should the Company go into yoluntary
ligtidation for the purpose of amalgamation or recon-
struction the security shall not be repayablg at a lowet

rice. .
P 2. The?ollowing clause should be inserted in all Deeds—
“ The statutory power of appointing new Trustees
hareof shall be vested in the Company, but a Trustee so
appointed must in the first place be approved of by a
Resolution of the Debenture (or Debenture Stock) holders

passed in the manner specified in the *

Schedule hereto. A Corporation or Company may be

appointed a Trustee of these presents.”

3. In the clause regulating the convening of meetings of
the Debenture (or Debenture Stock) holders, the following
words should be inserted, ‘“and the Trustee or Trustees
shall do so ypon a requisition in writing signed by holders

oof at least one-tenth of the nominal amount of Debentures
(or Debenture Stock) for the time being outstanding.”

4. The clause defining an * Extraordinary Resolution "
must provide that ‘‘ the expression ‘ Extraordinary Resolu-
tion’ means a resolution passed at a meeting of the
Debenture (o Debenture Stock) holders duly convened and
held at which a clear majority in value of the whole of the
Debenture (or Debenture Stock) holders is present in person
or by proxy and carried by a majority consisting of not
less than three-fourths of the persons voting thereat upon
a show of hands, and if a poll & demanded then by a
majority consisting of not less than three-fourths in value
of the votes given on such poll.” .

§. Should Debentures or Del’mz:::l S o beenﬁtlet:l “ l:)'ifrst
Mortgag®,” provision must be e creatiol a
specific first, mortgage in favour of the Debeniuse (or
Debenture Stock) holders.

Py SHARE AND STOFK CERTIFICATES
All Certifiates should state on ‘their face, the authogity 2

undep which the Compa:‘y is constituted and the amount of
the authorized Capital of the Company.
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mwgms&ﬁm&z&mg&mmﬂe&t&tm
Transfer of any pértion ing can regigtered
vithout the production of the Certificate.

Where the Capital of a Company consists of me thaa
‘one class of Shares of the same denomination, the distinctiye
?Bu;:befsoitheSharesofeachclassmustbepﬁntedoqthe

of the Share Certificates.

All Preference Share Certificates should, bear on their face
a statement of the Company’s Capital and the cbnditions,
both as tp capital and dividends, under which the Shares are

issyed.
¢ %cbmtuns. and Debenture Stock Certificates should, in
addition to legal requirements, state ot their face Jhe authority
under which the Company is constituted, the nominal Capital
of the Company, the dates when the interest on the Debentures
or Debeniure Stock is payable, and the authority undewwhich ¢
the issue is made (s.¢., Articles of Association and resolutions) ;
and on their back the conditions of issue, redemption, and
trdhsfer.

BONDS

Bonds must specify the amount and conditions of the loan,
the powers under which it has been contracted and the
numbers and denominations of the Bonds issued.

Bonds and Debentures of English Companies must be under
the Common Seal of the Company and must béar the requisite
autographic signatures. d

When an issue of Colonial or Foreign Bonds or Debentures
is made wholly or partly in London, those issued in London
must bear the autographic counter-signature of the London
Agents or Contractors.

NEW COMPANIES

Before the application form can be issued for signature
there cr::yst 1f>e tl:: ied— -

A o pectus.

TWOCopiesoftheAfficlesofAssociation.

In the case of Debentures or Debenture Stock the Trust
Deed [where possible before execution].

After the appligZtion form has been signed thege must be
supplied in the of—

] «
DEBENTURES AND DEBENTURE STOCK

The Certificate of Incorporation, or Act of Parliament:
ang the Certifigate that the Company is entitledto commence

"M, Certified printed copy of the Morigags Deed or offier
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similar docfment, and the Oﬁual%emﬁcate of the Registra-
tion of the Morigage or Charge.
copies of the Articles of Assoc:ahon, Resolutiond?

ot othd authority for the present issue,

«Two Certified copies of the Prospectus.
* ‘The original Letters of Application.

The Allotment Book containing a list of applicants, the
* amount gpplied for by each, and the resalt of each applica-
mn with a summary of the whole, signed by the Chamnan
Slf)?xcld the allotment have taken place at an mterval ofesix
months or more before the date of the applicati®n, a Certified
List of predat Stockholders will also be required.

A copy of the Allotment Letter, and the date when

A Specimen of the Debentures or Debenture Stock Ccmﬁcate
and of* the Scrip where Scrip isissued ; Certificates of Debenture
Stock allotted to vendors in lieu of money payments being
enfaced ‘‘ Issued to Vendors.” °

A copy of the last published Report and Accounts.

The Bankers’ Pass Book, accompanied by a Certificate, on
a special form, from the Company’s Bankers, stating the
amount of Deposits received by them and the amount of
Debentures or Debenture Stock on which such Deposits (i.e.,
apphca'aon money only, being £ per Debenture) were

paid.
*A Sta.tutory Declaration by the Chairman and Secretary
stating—

1. That the Prospectus complies with the provisions of
the Companies (Consolidation) Act, 1908, and that all
documents ggquired by that Act have been duly filed with
the Registrar of Jomt Stock Companies and the dates of
filin

2.g In the case of an English Company charging property
abroad, that the necessary Moigage has been p teJ.\e:'ly
legalized in the country where thdproperty is situa

3. The amount of Stock applied for by the £ubhc.

4. The amount unconditionally allotted the public

(Nos )-
5. The amount viz.: £ thereon in cash.

6. The agoynt allotted for a consideration othed than
cash (Nos. to

7. The total amount of Deposws and that such deposits
are absolytely free from arfy lien

8. The "total number of Allott3es.

0. The largest amount of Debenfures or “Debenture Stock
o(a) applied for by, and (b) allotted to any one applicarft.

. \
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10. That the Debentfiyes dr Debemture Stoch Certificatss
have been or arefready to be issued. ‘
11. That a Trust Deed has been executed and q@plet:d

if such bt the case.
12, The effect of such Trust Deed, and the nature of the

created thereby in favour of the Debenture halders,
A 13. That no unped:ment exists to the settlement of the,
ccount.
A Statutory Declaratton by the Chaitman and gecretary
stating—s

« 1. The total amount of the Authorized Capital of the
Company and how constituted.

2. The number of Shares allofted unconditionally to
the public (Nos. to ), and the amount paid on each
Share in cash.

3. The number of Shares taken by Concessiorfhaires,
Owners of Property, Contractors or other parties not
{ncluded in the public allotment (being Nos. to ).

4. That the Share Certificates have been or are ready to
beslss'}xg the purchase of been pieted

t pur of the property has com;
and the purchase money paid.



APPENDIX C

STAMP DUTIES AND FEES

1. On Registration bf any document requfred
to be registered with the Registrar of Com-
panfks, other than the Memorandum of Associa-
* tion, or Particulars of Mortgages or Charges,
or Receiver‘gr Manager,s Abstract of Receipts
and Paymen
» Receiver’s or Manager's Abstract of Receipts
and Payments (see Form No. 5, p. 125) .
No registration fee payable
2. On Registration of Mortgages and Charges—
Where the amount of the mortgage or charge, .
or the total amount of the whole series does

Ss. Impressed

not exceed £200 . . . . .10s. Impressed
Where the amount of the mortgage or charge,

or the total amount of the whole series ex-

ceeds £200 . . . . . A1 "

3. On Transfers on Sale of registered Bonds

9r Debentured—

CONSIDERATION £Dtm;
S. Q.
Not exceeding £5 . . . 1 - Impressed
Exceeding £5 and not exceeding £10 . 2 - "
”» £10 d [1] »” £15 . 3 - ”»
” £15 " ” £20 . 4 - FT)
” £20 ” ” ms . 5 - »
114 £25 ” ”» £50 . lo - n
”» £50 ” ” £7 . 15 - ”
” £75 »” ” £l . l - »
w  £100 " £126 . 1 5=,
” £125 " £150 . 1 10 - "
. 50 ” £175 . 15 - "
” 75 ” ” £2zgg . g g - "
£2°0 * 0 ”» . = ”
R > . fzso . 210-
» . woe £215. 215-
u. ”» £300 . 3 -
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5. On Moftgages, Bonds and Debentures— ]

AuMouNT SECURED Duwiy
s.d.g.
Not e exceeding £10 . . . 3 N !
Exceedmg 25100 and not exoeedmg f25 o g ”»
. L)
» £50 ., " £100 . 286 »
» £100 ¢, » £150 « . 39, ,,
” ¢ £150 ” ” £2oo . 5 0 ”»
" £200 ,, » £250 . 63 o
! » 50 ”» . 7 6 »
And for evely additional £100 or p%g of £100 2 6 »”»
If a collateral security, for every ,g 100 or part &
of £100 . . 8 ”»
6. Bearer Debenturee—- ¢
For each £10 or part of £10 secured . . 40

7. Loan Capital Duty, where not secured by an instrument
baring ad valorem duty (e.g., 5 or 6 above)—
2s. 6d. per £100 or part of £100.

8. Scrip Certificate .

. 24d. Impressed

9. Letter of Allotment, rf a.mount allotted is

less than /5

Letter of Allot;nent. if amount allotted is
6d.

£5 or more

Letter of Renun;:mhon if amount

renounced is less than 45

1d. »

”

1d. Impressed or adhesite

Letter of Renunciation, if amount

renounced is £5 or more

6d.



APPENDIX D

THE® CONVEYANQING AND LAW OF PROPERTY
- ACT, 1881

44 & 45 Vict. c. 41, ss. 19-24»

Powers Incident to Estate or Interest of Mortgagee.

19.—{l) A mortgagee, where the mortgage is made by
deed, shall, by virtue of this Act, have the following powers,
to the like extent as if they had been in terms conferred
the mortgage deed, but not further (namely) : »

(i) A power, when the mortgage money has become due,
to sell or to concur with any other person in selling, the
mortgaged property, or any part thereof, either subject
to prior charges, or not, and either together or in lots, by
public auction or by private contract, subject to such
conditions respecting title, or evidence of title, or other

, matter, as Re (the mortgagee) thinks fit, with power *o
.vary any contract for sale, and to buy in at an auction, or
to rescind any contract for sale, and to re-sell, without
being answerable for any loss occasioned thereby ; and

(ii) A power, at any time after the date of the mortgage
deed, to ingure and keep insured against loss or damage
by fire any building, or any effects or property of an insur-
able nature, whether affixed to the freehold or not, being or
forming part of the mortgaged property, and the premiums
paid for any such insurance shallgbe a charge on the mort-
gaged property, in addition to tf§ mortgage money, and
with the same priority, and with interest at tye same rate,
as the mortgage money; and

(iii) A power, when the mortgage mcwey has become due,
to appeint a receiver of the income )f the mortsa.ged
property, or of guy part thereof ; and .

(iv) A power, while the mortgagee is in possession, to
cut and sell timber and other trees ripe for cutting, and not
planted or left standing for shglter or ornament, o%
contract for any such cutting and sale, ta be compl
within any time not exceeding twelve months from the
ppaking of the contract. '

[ ]
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(2) The profisions of tiis ARt relating to th foregoing
powers comprised either in this section, or in any |jubsequent
section regulating the exercise of those powers, may be varied
qr extended®by the mortgage deed, and, as so varied r ex:
tended, sghall, as far as may be, operate in the like mannér
#ad with all the like incidents, effects, and consequences, -
as if such variations or extensions were contained in this Act.

(3) This section cpplies only if and as far as a gontrary
intention is not expressed in the mortgage deed, and shall have

_ effect subject to the terms of the mortgage deed and to the
protisions therein contained. *

(4) This sestion applies only where the mortgage deed is

executed after the commencement of this Act. ¢

Regulations of Exercise of Power of Sale.

20. A mortgagee shall not exercise the power of sale comerred
by this Act unless and until—

& (i) Notice requiring payment of the mortgage money
has been served on the mortgagor or one of several mort-
gagors, and default has been made in payment of the
mortgage money, or of part thereof, for three months after
such service ; or

(ii) Some interest under the mortgage is in arrear and un-
paid for two months after becoming due; or

(iii) There has been a breach of some provision contained
in the mortgage deed or in this Act, and on the part of the
mortgagor, or of some person concurring in making the
mortgage, to be observed or performed, other than and
besides a covenant for payment of the mortgage money
or interest thereon.

Conveyance, Receipt, etc., on Sale.

21.—(1) A mortgagee exércising the power of sale conferred
by this Act shall have er, by deed, to convey the property
sold, for such estate an( interest therein as is the subject of
the mortgage, freed from all estates, interests, and rights
to which the‘mortgage has priority, but subject to all estates,
interests, and righj~ which have priority to the m ge;
except that, in tb’ case of copyhold or customary land, the
legal(right to aamittance shall not pass by a deed under
this section, unless the deed is sufficient btherwise by law,
or is sufficient by custom, in that behalf. .
° (2) Where a conveyance is mpde in professed exercise of the

*“povwer of sale conferred by this Act, the title of the purchaser
shall not be impeachable on the ground that no casg had
ariten to authorize the sale, or that due notice was not givrgn,
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r That¥thf power was otherwisq improperlys or irregularl
ercised ;§ but any n damnified §y an unauth%urizedy
or ithpropel, or irregular exercise of the power shall have ¥ 4
ﬁm damages against the person exercising the power.

(3) The money which is received by the mortgagee, arising
flom the sale, after discharge of prior incumbrances Yo which
the sale is not made subject, if any, or after payment into
Court under this Act of a sum to meet any prior incumbrance,
shall be®held by Him in trust to be applied by him, first, in
payment of all costs, charges, and expenses, properly incurred
by %im, as incident to the sale or any attempted sale,
otherwise; and secondly, in discharge of ¢he mortgage
money, imigrest, and costs, and other money, if any, due
under the mortgage ; and the residue of the money so received
shall be paid to the person entitled to the mortgaged property,
:; a.etotfhorized to give receipts for the proceeds of the sale

ereof.

(4) The power of sale conferred by this Act may be exercjsed
by any person for the time being entitled to receive and give
a discharge for the mortgage money.

(5) The power of sale conferred by this Act shall not affect
the right of foreclosure.

(6) The mortgagee, his executors, administrators, or assigns,
shall not be answerable for any involuntary loss happening
in or about the exercise or execution of the power of sale
gpnferred by this Act or of any trust connected therewith.

(7) At any time after the power of sale conferred by this
Act has become exercisable, the person entitled to exercise
the same may demand and recover from any person, other
than a person having in the mortgaged property an estate,
interest, or right in priority to the mortgage, all the deeds
and documents relating to the property, or to the title thereto,
which a purchaser under the powgr of sale would be entitled
to demand and recover from him.

Mortgagees’ Receipts, Discharges, A
82.—(1) The receipt in writing of a mortgagee shall be

a sufficient discharge for any money ms%s:nder the power

of salp conferred by this Act, or for any Noney or securities
comprised®in his mortgage, or arising th¥reunder; and a
person payinge or transferring the same to the mortgagee
shall not be concerned to inquire whether any money remains
due under the mortgage. . . .
(27 Money, received by a mortgagee undej his mortgady
or from the proceeds of securitics comprised in his mortgage
shall Be applied in like manner as in this Act directed respecting
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)
money received by him g from & sale unde) tife pc.wer
of sale conferred by ghis Act; but with this variatijn, that th&
Sosts, charges, and expenses payable shall includt the dosts,
charges, and expenses properly incurred of recoveh: an}
feceiving the money or securities, and of con on f
spcurities into money, instead of those incident to sale. . §

Amount and Applicgtion of Insurance Money.

28.—(1) The amount of an insurance effected by®a mort-
gagee against loss or damage by fire under the power in that
bghalf conferred by this Act shall not exceed the améunt
specified in the mortgage deed, or, if no amount is therein
specified, then shall not exceed two third parts of #%¢ amount
that would be required, in case of total destruction, to restore
the property insured.

(2) An insurance shall not, under the power conferred
by this Act, be effected by a mortgagee in any of the following
casgs (namely) :

(i) Where there is a declaration in the mortgage deed
that no insurance is required :

(ii) Where an insurance is kept up by or on behalf of the
mortgagor in accordance with the mortgage deed :

(iii) Where the mortgage deed contains no stipulation
respecting insurance, and an insurance is kept up byor on
behalf of the mortgagor, to the amount jn which the
mortgagee is by this Act authorized to insure. o
{3) All money received on an insurance effected under the

mortgage deed or under this Act shall, if the mortgagee so
requires, be applied by the mortgagor in making good the loss
or damage in respect of which the money is received.

(4) Without prejudice to any obligation t¢ the contrary
imposed by law, or by special contract, a mortgagee may
require that all money rettazived on an insurance be applied
in or towards discharge of the money due under his mortgage.

Appointment, Powers, B/{nmuation, and Duties of Receiver.
24.—(1) Agmortgagee entitled to appoint a receiver under
the power in that If conferred by this Act shall not
appoint a receiver/until he has become entitled to exercise
the power of conferred by this Act, but may thed, by
writing under his hand, appoint such persan as he thinks fit
to be receiver.
¢ (2) The receiver shall be deemed to be the agent of the'
o or; add the m shall be solely, responsible
for receiver’s acts or defaults, unless the mortgage deed
otherwise provides. - .

[
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(3 The yiceiver shall have, power to dem and recover
al the incofe of the property ofp;hh:h heisa.p;‘gnted receiver,
by action, Wistress, or otherwise, in the“hame either of they
mort, or of the mortgagee, to the full exfent of the

te dor interest which the mortgagor could dispose of, and

to give effectual receipts, accordingly, for the same.’ +

o(® A person paying money to the receiver shall not b&
sconcerned to inquire whether any case has happened to
authorize the receiwer to act. *

gb) The receiver may be removed, and a new_receiver
m&ye be appointed from time to time by the morf§agee by
writing under his hand. bl

6) Thﬂ;ceiver sha]l be entitled to retaif out of any
money received by him, for his remuneration, and in satis-
faction of all costs, charges, and expenses incurred by him as
receivgr, a commission at such rate, not exceeding five per
centum on the gross amount of all money received, as is
specified in his appointment, and if no rate is so specified,
then at the rate of five per centum on that gross amouwnt,
or at such higher rate as the Court thinks fit to allow on
application made by him for that purpose,

(7) The receiver shall, if so directed in writing by the
mortgagee, insure and keep insured against loss or damage
by fire, out of the money received by him, any building,
effects, or property comprised in the mortgage, whether
affixed to the fPeehold or not, being of an insurable nature.
® (8) The receiver shall apply all money received by him as
follows (namely) :

(i) In discharge of all rents, taxes, rates, and outgoings
whatever affecting the mortgaged property; and

(ii) In keeging down all annual sums or other payments,
and the inteYest on all principal sums, having priority to
the mortgage in right whereof he is receiver ; and

(iii) In payment of his commission, and of the premiums
on fire, lifg, or other insurances, jf any, properly payable
under the mortgage deed or unde) this Act, and the cost
of executing necessary or proper irs directed in writing

by the mortgagee ; and _ *

(iv) In payment of tl:le integest t;c ing due in respect

of gny pyincipal money due under the gage:
and shayllmp:;v gl?; residue of the money ived by him to
the person whd, btit for the possession of the receiver, would
have been entitled to receive the income of the mortgaged
propgrty, or who is otherwise gntitled to that property. -






INDEX

;\ssr.ncr of receipts :;.nd

. ments, 125 pay
Actions t® enforce séturity, 84
Advantage of debentures, 4
Algesuﬁon of objects of company,

Annual ligt and summary, 90
Attestatil;&ause. 34

BANKRUPTCY rules, 113
Bearei¥debentures, 10, 11

Bills of Sale Acts, 56
Borrowing powers, 17

—— ——, how exercised, 19
—— ——, limitations on, 21
—;6 ——,when  exercisable,

CHARGE, 40

Chose in action, 37
Classification of debentures, 10
gl;:se authori borrowing,

Commencement of business, 99

Commercial importance of
debentures, 3

Companies established outside
United Kingdem, 116

Company's register, 58, 106

Compromise with creditors and
members, 110

Consideration, 33

Conveyancing and Law of
Property Act, 135

DeBENTURES and debenture
stock, 9, 130

Defau?s s tration, 67

t in regi ion,
Definition :ieg'x.s 8ebénture,” 1
Development of debentures, 6
Discount, debentures at, 15
Dutils of conwa.nxé 85
—— of receiver,

—6 - ;ppointed.w.

141

EFFECT of non-registration, 67
Entry of sgtisfaction, 68, 105
Execution creditors, 44

Express power to bogow, 18

.

Fees, 133 ° ®

Filing of accounts of receivers
and managers, 105

First statutory meeting, 92

Fixed charge, 40

Floating charge, 5, 40, 116

—— ——, when it attaches, 42

Foreign Property, 54, 65

Form of debenture, 28

Forms, 119

Fraudulent preference, 115

IMPLIED power to borrow, 18
Index to register, 106

LEGISLATION, 7
Limitations on amount bor-
rowed, 21

MANAGER, 86
Mem:randum of satisfaction, 69,
12
Mortgages and charges, regis-
ation of, 56, 101
—— on foreign property, 65

NAKA debentures, 10, 14+
National Insurancs Act, 82
Negotiability, 12
L Y

OBLIGATIONN where no 8ros-
.o‘gectus. 7

cial quotation (Stock Ex-

change), 52, 127
~——— Receiver, 85, 112

[ ]
PARTICULARS oY mortgage or

charge, 119
Penalties, 106

A 3



142

Perpetual debefitiites, 14, 8
wPosition of debenturC holder, 7
Preferential , 81, 113

vt e Ao
r of prior or pari
pusuq:huges, »
Prospectus.

¢

RecEIvER, 38, 76

_ aplﬁnted by Court, 84

~ - for debenture holders.
duties of, 8¢

—— ——— ——, position of, 78

Rectnsﬁcatlon of rogister, 67,

Redeemed debentures, re-issue
of, 70

Registered debenture, 10, 11

——( = =, form of, 29

Rejgsister of debenture holders,

Registration of enforcement of
security, 104

~—— of mortgages and charges,
56, 101

Re-issue, 70, 108

, INDEX

ﬁamsdies of de hoﬁem
Rxght of inspectio ¢

SCOTLAND, bearer del s
in, 110 tn{
Seal, 34 .,
Secured debentures, 10, 75
Somerset House registar, 59
Special settlements, 1
Specific charge, 40 A
—— performance of contract
to subscribe, 109
Stampr duties, 133 ”~
Statutory compa.mes, 54
g;c-kpr%:s:hzns. Regul;tions
chan 3
23, 28, 36, 52 127

TiME for registration, 63
Trust deeds, 47, 129

~—— —, contents of, 48
—— ——, schedules to, 50
Trustees, 53

UNAUTHORIZED borrowing, 23
Unsecured debentures, 14
]

Printed by Sir Isasc Pitman & Sons, X 4., Bath, England

‘

v—{1770)



PITMAN’S*

B,USIPIESS HANDBOOKS

AN ABI}# ED LIST OF PRACTITAL GUIDES POR
::, ‘BUSINESS MEN AND ADVANCED STUDENTS ::
. o — —_— —_ L

— ®
-]

R&MPLETE ‘.IST OF COMMBRCIAL BOOKS POST FRBEE ON APPLICATION
[

L J )
* BOOK-KEEPING AND ACCOUNTS ‘°®
-~

L)

ADVANCED ACCOUNTS. A Manual of Advanced Book-keeping and

o Accountancy for Accountants, Book keepers and Business Men Edited
by RaGER N CARTER, M Com,, FCA, Lecturer on Accounting at the
Umsverssty of Manchester In demy 8vo cloth gilt, 988 pp, 7s. 6d. net

AUDITING, ACCOUNTING AND BANKING. By Frank Dowrer, ACA
and E MAaRDINOR HARRIS, Associate of the Inststute of Banfers 1In
demy 8vo cloth gilt 328 m: §8. net

THE PRINCIPLES OF AUDITING. A Practical Manual for Advanced
Students and Practitioners By F R M Dk PAuLa (of the firm of De
Paula, Turner, Lake & Co),1 C A In demy 8vo, cloth gilt, 224 pp,

s, net
ACCOUNTANCY. By F W Pixiey, FC A, Barrislter-at Law, Ex-Pressdant
of the Iustitule of Charieved Accountants In demy 8vo, cloth gilt,

318 6s. netg
All‘llTSﬁS: THEIR DUTIES AND RLSPONSIBILITIES. By the same
Author  Fleventh Fdition  In demy 8vo doth gilt 732 pp, 218, net
COST ACCOUNTS in Prinaple and Practice By A CrirrorD RiDGWwaAY,
FCA In demy 8vo, cloth gilt, mth 40 specially prepared forms, §s.

net
COMPANY ACCOUNTS. By ArtHUR Corks, FCIS With a Preface by
CuarLEs Comin®, FC A~ In demy 8vo, cloth gilt 356 pp, 78. 6d. net
DICTIONARY OF BOOK-KEEPING. Bv R J PortLrs In demy 8vo

780 79, 6d, net

MANUI?ILTURING BOOK-KEEPING ARD COSTS. By Georee Jomnson
FCIS In demy 8vo, cloth gilt, 120 5p , 8s. 6d. net

GOLD MINE ACCOUNTS AND COSTING. Practical Manual for Officials,
Accountants, Book-keepers, etc By G Tair In demy 8vo, cloth

1t, 58, net 3

mg Aga)UNTS OF EXECUTORS, ADMINISTBATORS AND TRUSTEES.
With 3 Summary of the Law 1n <o far as 1t relates to Accounts, By
WiLifam D PuiiLips A CA (Hons Inter ﬂf Final) ACQI'S Third
Edition, Rev:s? meln demy 8vo cloth gilt 150 pp, 68 net

PRA(TICAL BOOR-KEEPING. By Gro Jornson FCIS Incrown 8vo,

RATVA 1A GGOUNTS AND FINANJE. Railway Companes (Accoupe®

o ‘way

Retums# ) Aoty 1911 By ALLEN E NEWHOOK, Asg(ac {n d&ﬁ
cloth git, 148 , B8. net.

DEPRECIATION %D WXATING ASSETS, and their treatmentsin com-
puting annual profit ki loss By P D LuaAke FCA Indemy 8vo,
cloth gut, 257 pp , 12s. 6d. net ' e %

G v3



] 'PITMAN'S BUSINESS HANDBOOKY |
—t—! g ~

+ BUSINES TRAINING

LECTYRES ON BRITISH oﬁmncn, including Finance, Indirince, Businesys
and Industry.e the Rr. HoN. FrEDErRICK Hure , G.
Aruirace-Syite, M.A., D.Lit, RosERT Bruce, C.B., SmUiDoyfiLas
OweN, W. ©. BARLING, J. J. Biscoop, B.A., ALLAN GrEENwWELL, Fi3.8.,

* Jauzs Gramau. With a Preface by the Hon. W. Peuper Reztas, In

emy 8vo, cloth gilt, 2%{ ., 78, 8d, net.

THE THEORY AND PEACCICE OF COMMERCE. Reing 3 Coppets Cule
to Methods and Machinery of Business. Edited by F. H , F.CLS."
Assisted bysBpecialist Contributore. In demy 8vo, cloth gilt, 62p pp.,
wt? l‘ﬁqaét'ﬁ’faacsin:\.ile: forms, 68, net. Also in 2 vols.,each, price 3s.¢3d, net.

THE LES AND PRACTICE OF COMMERCE. By JAMES STEPHEN-'
soN, M.A,, M.Com., B.Sc. In demy 8vo, cloth gilt, 650 pr', with many
facsimile forms, 7s. 6d. net.

THE PRINCIPLES AND PRACTICE OF COMMERCIAL CORRESPONDENCE.
By the same Author. In demy 8vo, 320 pp, 78, 6d. net. «

HE PRINCIPLES OF COMMERCIAL HISTORY. By the ssmf Author.
In demy 8vo, 279 R , 78, 6d. net

THE PRINCIPLES K D PRACTICE OF COMMERCIAL ARITHMETIC.
By P."W Norris, M.A,, B Sc. (Hons ). Indemy 8vo, 452 pp., 78, 6d. net.

DIODERN BUSINESS AND ITS METHODS. A Manual of Business Organiza-
tion, Management and Office Procedure for Commercial Students and
Business Men. By W. CAMPBELL, Chartered Secretary. 1n crown 8vo,
cloth, 493 pp., 68, net. Also mn 2 vols, each 3s, 6d. net.

INSURANCE

INSUBANCE. A Practical Exposition for the Student and Business Mas.
By T. E. Young, B.A.,, F.R.AS. With a Practical Section on Workmen's
Compensation Insurance, by W. R, 3troNG, F.I.LA.; and the National
Insurance Scheme, by Vyvyan Margr, F.F.A, F.I.LA. Third Edition
Revised and Enlarged. In demy 8vo, cloth gilt, 440 pp., 108, 84, net.

INSURANCE OFFICE ORGANISATION, MANAGEMENT, AND ACCOUNTS,
By T. E. YounG, B.A,, F.R.A.S,, and RICHARD MASTERS, A.C.A. Second
Edition, Revised In demy 8vo, cloth git, 150 pp., 58. net.

ORGANISATIQ{ _AND MANAGEMENT

OFFICE ORGANIGATION AND MANAGEMENT, Including Secretarial
Work, By Lawrencg R, Dickseg, M.Com., F.C.A., and H. E. BLam,
Lats Tramways Manager, County Borough of West Ham. Fourth Edition,
Revised. In demy f'vo, cloth gilt, 314 pp, 78, 6d. net. ¢ ‘

COUNRTING HOUSE AND FACTORY ORGANISATION. , A Practical Masual
‘of Modern Methods applied to the Counting House and Factory. By

, GILMOUR WriLiAMsoN. In demy 8vo, cloth gilt, 182 pp., 6 net.
UING BYSTEMS. Therr Principles and their Apphcation to, Mod
“sicc Roquremepts. By ELwARD A, CopE. In crown 8vo, cloth
200 pp. with illustrations, 28, 64, net.

D) L TRAFFIC MANAGEMENT. 20. B. Lissznors, Aty
g“ Railway (Rebates) Case Law,” otc., etc. ita & Foreword b{ﬁ’“‘"

< E. MUSGRA 'Jm‘ma. London Chamber of Commerss. In 8vo,
cloth gilt, 2‘3,311:1).. 7s. get. 7 )

t



FWMAN'S BUSINESS mmooﬂs‘ L8

>

., T8,

m PSYdOLOGN 01" MANAGEMENT. By, L. M. G’nnnn'm iy da
A

£l Y MANAGEMENT. Complled and' edited by D,
' C’a."ﬂ In dema 8vo, 50 ?
UNI FICE OR ANISA’I‘]O AND MANAGEMENT. Edl3 by

Bateson, A.CAA, F.S.A.A.  With contrilutions by eminent
. ties on Municipal Work and Practice. In crowg 4to, half*leather
o bwlth about 250 diagrams and forms, 503 pp., 258, het.
CL AND THEIB IMAiNAGlglIENlT.hg}I' l;z{mcxs 7W ail}r.w F.CA.
m(;ur -Law. In demy 8vo, clot! t 8 net.
'Sbﬂ ORS OFFICI}OBGANISATION, MANA!!EPN[)ENT AND ACC‘)UNTS.
E. A. Core H RosBins. In demy 8vo, cloth gilt, 176 pp.,
Vlth numerous forms, §8. n
.COLLIERY OFFICE ORGANISATION AND ACGOUNTS. B INNES,
F.CA..and T. CoLiy CampBeLL, F.C.I. In demy & ne’l:
DBAPEBY «RUSINESS OBGANISATION AND MA AGEMEN’I‘. By ]J.
ERNEsT BAYLEY. In demy 8vo, cloth gilt, 300 6d. net.
SROCERY BUSINESS ORGA ISATION ANgD MANXEF‘MENT ByC. L. T.
BeequING. With Chapters on Buying a Business, Grocers’' Office Work
a.n(':h ook-keepmg, etc by J. A. SMART. Second Edition. In demy 8vo,
clof
Sl:lll;l’leG OFPFICE ORGANISATION, MANAGEMENT, AND ACCOUNTS
sse belo
BANK OBGANISATION, MANAGEMENT AND ACCOUNTS (p. 4)
INSURANCE OFFICE ORGANISATION (p. 2
THE HJSTORY, LAW. AND PRACTICE OF ’l‘llE STOCK EXCHANGE. By
A. P. Pouw B.A.. Barrister-at-Law; and F. H. CARRUTHERS GOULD.
Third Edition, revised. In demy 8vo, cloth gilt, 348 pp., 78, 6d, net.

SHIPPING

SHIPPING OFFICE ORGANISATION, MANAGEMENT, AND ACCOUNTS.
A comprehensive Guide to the innumerable details connected with the-
Shi ing 'l‘rade By A’Ll.mzn CALVERT. In demy 8vo, cloth gilt, 203 pp.,

numerous
'm EIPOBTEWS HANDBOOK AND GLOSSARY. By F. M. DUDENEY.
Foreword by W. EGLINGTON, Founder and Editor of *“ The British Export
Gazette,” In demy 8vo, cloth gilt, 254 pp. 6. net.

THE PBINCIPLES Ol¥ MARINE LAW. (See p. 7.)

CASE AND FREIGHT COSTS. The Prin ples of Calculation relating to the
Cost of, and Freight on, SeaorComme Cases. ByA.W.E. CRosnxm
In crown 8vo, cloth, 62 pp., 2. net.

S BANKING AND FlNANCE
‘ NKING, in their Practical, Thdbretical, and
l!)m!!, %pcgwai gn?plgtAe Maneisl or Bank Offcials, Businees Moo,
and Stydents of Commerce. By H. T. EAsTON, Associate of the Isistitute
ol,Bnlm.f. Second Edition, W In demy 8vo, cloth g:lt\ 1

".T..e%.mw s owsiai, muss Iy rusout udy 1f

LDING, s o
aaqn m, m 1£rd ll;imon In demy 8vo, cloth ght. 227 pp.,
7!. net. *
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JASTERN EXCHANGE, CURRENCY AND FINANCE, 43y the same Authg
Scecond Edition  In demy 8vo, closh 375 pp with 1 cqpoureé and 6
. black-and-white full page plate§, 12s. 6d. net P
FOEFIGN EXCHANGE, A-PRIMER OF. By the same Aufhlr Ja ciown
8vo cloth 108 m‘» 8s. 6d. nct -~
PRA(TICAL BANKING, By ] F G Bacsnaw Certsficated AsNqriate of the
Institute of Bankers With chaptcrs on “ The Prineiples of m@y."
by C T' HANNAFORD Associate of the Insitute of Bankers and “Bank
Book-keeping,’”” by W H PrarD Member of the Institute of Banka s in
lyeland  In demy 8vo cloth gilt 397 pp, 68. net o™
BANK ORGANISATION, MANAGEMENT, AND ACCOUNISs By ] Fu
Davrs, DLit, MA, LLB (lond) Indemy 8vo, cloth gilt 165 pp,
[]

B8, net <
BILLY, ¢HEQUES, AND NOTES. A Handbook for Business Men and,
wyers Togedter with the Bills of Exchange Act 1882 the Amending
Act, Bills of Exchangc (Crossed Cheques) Act 1906 afh the Bills ot
Exchange (lime of Noting) Act 1917 By J A Starck BA LLB
Lond) Barnsterat ITaw  [hird Edition In demy 8vo cloth qilg

2}&? 6s. net ¢ .

BAN 8? SECURITIES AGAINST ADVANCES. By Lawrence A Fogg,
Certsficated Assocate of the Institute of Bamnkers In demy 8vo, cloth
git, 120 pp b8, net

BANKEKS® ADVANCES. By I R Sitan  Ldited by Sir Jonn Pacwr,
KC In (lemﬁ' 8vo cloth 144 pp 6B, nct

THE EVOLUTION OF THE MONEY MARKLT (1885-1915). Ar Historical
and Analytical Study of the Rise and Devclopment of Finance as a
Centralised, Co ordinated Force By LCrits 1 Powrir LLB (Lond),
{)osSc Econ, Lond) Barnister at Law In dumy 8vo cloth gilt, 748 pp,

. 6d. net

SIMPLE INTEREST TABLES. By Sir Wy ScaooriNe k31 Incrown8vo,
cloth gut, 188 218, net «

TALKS ON BANKING TO BANK CLERKS. By Harorb I Tvans,
Certsficated Associate of the Institute of Bankers In aown 8vo cloth,
152 pp  2s. 6d. net

DICTIONARY OF BANKING. A Complete Fncyclopicdia of Banking I aw
and DPiactce By W IHomsoN Bank Inspector  1hid Edition,
Revised and Enlarged 1919 In aown 4to halt lcither gilt, 642 pp,

80s. net
SECRETARIAL WORK

THE COMPANY SECRETARY’S ¥xADE MECUM. Edited by PaiLie Tovry,
FCIS In foolscap 8vo, clyth, 24, net

SECRETARY’S HANDBOOK. "A Practical Gude to the Work and Duties
1n connection with the Position of Secretary to a Member of Parhament,
a Country Gentleman with a landed estate, a Chantable Institution, wath
a section devoted to the work ot a Lady Secretary and a chapte{ dealing
with etanal workjn general Edited by H E BraIx ¢In demy 8vo,
cloth gilt, 168 pp , 8. net w o,

GUIDE FOR THE COMPANY SECRETARY. A Practical Manual gnd Work
of, Reference for the Company Secretary By ArTHUR CoLEs, FCIS

\ﬁemnd Edition, Enlarged and thorsughly Rcvised With 76 ficsimile
furmsy and the full text of the Compames Acts, 1908 and 1913, the
Companies Clauses Act, 1845, Companies (Foreign Interest) Agt, 1917,
Compfames (Particulars as to Directors) Act 917, and War Legislation
In demy 8vo, cloth gilt, 432 pp , 68, nct . -

GOHPANYYAWOU!.' £8. By the same Author (Seep 1)
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mcrmrgn? OF SECRETARIAL LAW AND PBAC'i‘lCE. A’ Com
Thengive ngyclogaedia of Infoymation and Direcion on all matter)
nnected with the work of a CompanyySecretary. Fully illustrated witgl .
e necess \xforms and documents. With Secions on special branches 6t *
=, Secrtari ork. Edited by PriLip Tovey, F.C.1.S. With contribufions
by neady 40 eminent authorities on Company Law and Secretarial
5@#“&, including : The Rt. Hon, G. N. Barnes, M.P.; F. Gore-Browne,
"C.. M.A.; A.Crew, F.C.LS.; ].P.Earnshaw, F.C.I1.5.¢ M. Webster

Ipnitnson, F.CA.; F. W. Pixley, F.CA, Tiurd Edition, enirged

and revised. In one handsome volume, half leather gilt, gilt top,

S™1011 pp.y 358, net. . 9

YHE TRANSFER OF STOCKS, SHARES, AND OTHER MARKETABLE
SKRCURITIES. A Manual of the Law and Practice. By F. D. Heap,
B.A? (Oxon.), Barrister-at-Law. Second Edition, Revised and Jinlarged.
In demly 8vo, cloth gilt, 220 pp., b8, net. - -

THE CHAIRMAN’S MANUAL. Being a guide to the management of meet-
ings in general, and of meetings of local authorities, with separate and
complete treatment of the meetings of public companies. By GurboON
PaLly, Bayrister-at-Law. and ERNEST MARTIN, F.C.1.S. In crown 8vo,
cloth gilt, 192 pp., 3s. 6d. net.

HOW TO TAKE MINUTES. Edited by ErNusr Marrin, F.C.1.S. Second

Ldition, Revised and Enlarged. In demy 8vo, cloth gilt, 130 pp., 2s. 6d.

L

net.

WHAT IS THE VALUE OF A SHARE ? Tables for readily and correctly
ascertaining (1) the present valuc of shares ; and (2) what dividends should
be paid annually to justify the purchase or market price of shares. By
D. W. RossiTER. In demy 8vo, limp cloth. 20 pp., 28. 6d. net.

PROSPECTUSEY : HOW TOQ READ AND UNDERSTAND THEM. By
Pamete Tovey, F.CLS  In demy 8vo cloth, 109 pp., 25, 6d. nct.

S ¢ INCOME TAX

INCOME TAX AND SUPER-TAX PRACTICE. Including a Dictionary of
Income Tax and Specimen Returns, incorporating the Consolidation
Act of 1918. Third Edition, Revised and Enlarged. By W. L. SNELLING.
In demy 8vo, cloth gilt, 518 pp., 158. net. ]

INCOME TAX A)}D 8UPER-TX§ LAW AND CASES, including the
Finunee Act, I918., A Practical Exposition of the Law, for the use
of Income Tax Officials, Solicitors, Accountants, etc. Third Edition,
Revised. By W. E. SNeLLING. #n demy 8vo, cloth gilt, 472 pp,,
125, 6d. nct. * ‘

CoAlzf MGINES EXCESS PAYMENTS, GuXantce Payments and Levies for
Closed Mines. This book deals with the%reemcnt entered lntq between
the Coal Controller and the cfgl]iearl owners. B}; W. E. SNELLING.
Demy 8vo, cloth gilt, 176 pp., 128, 6d. net.

EXOESSY PROFITS (Includingp Excess MineralaRights) DUTY, and Levies
undee thegMunitions of War Aets. Incorporating the Provisions«of the
Income Tax Acts made applicable by Statutcgand by Regplation, the
provisions of #he ®inance Act, 1919, and also thq Regulafions of the
Commissioners of Inland Revenue, and of the Minster of Munitions.
By W. E. SNELLING. Fifth Edition, Revised and Enlarged. In ‘dcx‘n’v

8vd? cloth gilt, 458 PP- 158. ncs. R N
. ECONOMICS

ECONOMIC GEOGBAPH!, By J. MCFARLANE, M.A., M.Com. In demy 8vo, |
cloth gilt, 588 pp., with 18 illustrations, 83, 8d. net,.
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ﬁES OF l‘llE EOO OMIC BlSTOBY OF ENG&AND. A Study ju
' Socal Developm y H. O. MgrEDITH, M.A., M Cop.,
King's College, e, I dem 8vo, cloth gilt, 376 P 63. QM;

STOR AND REJONOMICS OF TRANSPORT. vy AM W,
KALDY, M.A., B.Litt.,, Oxford; M.Com,, Birmung| i and ALFR¥>"
DupLey Evam.* In demy 8vo, cloth gilt, 348 78, 6d.
THE“ECONOMI(S OF TELEGRAPHS AND TELEI?EONES. By Yoryf LzE,
. lgA Tm}ﬁc Manager, Post Office Telegraphs. Ip crown 8vo, q gil’;,
6d. net
INDUSTRY AND FINANCE. (Supplementary Volume) Edited by i
W. Kirxkarpy, M.A.,*BLitt, M.Com. Dealixg with tks results
mquinies arranged by "the Seetion of Economic Science and Statistics ot
the British ¥h.ssociation, and bringing the information asio the teplau,ment
of _men by women m 1ndustry, and that regarding currency, nna.ncp
baniking, etc, ug, to date. In demy 8vo, cloth, 58, net.
TALKS WITH W() KERS. On Wealth, Wages and Produc#on  In crown
8vo., 124 pp,, lunp cloth, 2s. net
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ADVERTISING AND SALESMANSHIP * !

THE CRAFT OF SILENT SALESMANSHIP. A Guide to Advertisement
Consfuction. By C. MAXwELL TREGURTHA and J. W. FriNGs. Size,
6% n. by 9'5 n, cloth 98 pp., with illustrations . net,

THE NEW BUSINESS. A Handbook dealing with the Principles of Adver-
tising, Selling, and Markcting. By HARRY T1PPER, President, Advertising
Men's League, New Yok In demy 8vo, cloth gilt, 406 pp., 88. 6d, net.

SALESMANSHIP. By W A. CorsION and G E. GriMsDALE. In crown
8vo, cloth, 186 pp.. 2s. 6d. net

PBAL‘I‘ICAL SALES ANSHIP. By N C. FowLer, Jyar. In crown 8vo.

conflgc‘m. T&A&EL&:NG. By ALsert E. BurL. In crown 8vo, dloth

THEORY AND PRACTICE OF ADVERTISING. By W DiLL Scoi1, Pu.D
In large crown 8vo, cloth, with 61 illustrations, 240 pp, 78. 6d. net

THE PSYCHOLOGY OF ADVERTISING. By the same Authot In large

crown 8vo, cloth, with 67 illustrations, 282 pp., 78. 64, net

ADVERTISING AS A BUS]VFSS FORCE By P I CurriNGION. In demy
8vo, cloth, 586

’l‘HE PR!NCIPLES Sg ADVERTIS]N.G ARRANGEMENT. By F. A. Parsons,

., illustrated, 74 6d. net.

HOW T0 AD RTISE, By G. &rench, Edior of the ' Advertising Nows.”
In crown 8vo, 8s. 8d. n

THE MANUAL 0F.SUCCEbSFUL STOREKEEPING. By W. A. Horcukin
In demy 8vo, 298 85 . net.

ADS. AND SALES. gy HErserT N. Casson.  In demy 8vo cloth 167 pp.

s, 8d, n
THE PBINF‘IPLES OF PRACTICAL PUBLICITY. By T RUMAN A n: Wense.
In large crown 8vo, cloth, with 43 illustrations, 236 bp., 78, 6d. net.

. LAY
MERCANTILE LAW." By J#A. Stazes, B.A,LLB. A practica

tion
for Law Students, Business Men, an ced Classes in mercial

Colle 6s and Sthools Fourth Editxon mY 8vo, cloth gilt, 434 pp.,
. net. *
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COMPANIES, AND TOMPANY LAY, Togethe? with the Companies (Coy
dation} Act, 1908, and the Act ofe813. By A, C. ConnewL, LL.
ond.),’ the Middle Temple, Bamsmﬁ-Law Second Editj

demy 8vo, cloth gilt, 348 pp., 68. nect.

MPANY&CASE LA By F. D. Heap, B.A. (Oxon,p Bamsm-u-Law
, Ity dendy 8vo, cloth gllt 314 pp,, 73.0(] net.

THE OF CARRIAGE. By ] E. R. StepHEeNs, B.A. 'of the Mlddls

> Barrister-ai-Law. In demy 8vo, cloth gilt, 340 pp., b8, iftt. *
L, W RELATING TO THE CARRIAGE BY LAND OF ASSENGEBS,

> IMALS, AND GOODS. By ‘S. W. CLARKE, Barrvister-at-law. In

8vo, cloth gilt, 350 pp., 7s. 6d. net.

INW TAX AND bUPI-.R-TAX LAW AND CASES. (Se 5.),

,JHE.IAW RELATING TO SFCRET COMMISSIONS AND B IBI*.S hm.t-
as Boxes, Gratuities, Tips, etc.); The Proventmg of Corrupti®h Act,
1906. BpALBER'r me, Barmlrr at-Law ; Lee” Prizeman of Gray's

t Inn. In demy 8vo, cloth gilt, 198 pp., 38, net.

RANKRUPTCY, DEEDS OF ARRANGEMENT, AND BILLS OF SALE. By
W. WALENTINE BarL, M.A., and G. MiuLs, B.A., Barristers-at- Law.
Third Edition, Revised in ac rordamnwnth the ]hnkruptcy and the Deeds
of Arrangement Acts, 1914. In demy 8vo, 364 pp., BS. net.

PR[NOIPLE% OF MARINE LAW. By “LAWRENCE DUCKWORTH, gBarrister-
g&-L&w. Third Edition, Revised. In demy 8vo, about ® 400 pPp.

8. Bd.

GUIDE TO THE LAW OF LICENSING. The Handbook for all Licence-
holslers ] Wuu.s THATCHER, Barrister-at-Law. In demy 8vo,
clo

RAILWA REBK’E‘ES) CAbE LAW. By Geo. B. Lissenpen. In demy
8vo, cloth gilt. 450 pp., 105, 8d. net.

THE LAW RELAZING ’}‘0 THE CHILD: Its Protection, Education, and

oEmployment. With Introduction on the Laws of Spain, Germany,
Fra.nce, and Italy ; and Bibliography. By RoBeErT W. HoLLAND, M.A.,
D., Barrister-at-Law, In demy 8vo, 166 pp., 8. net,
UlDE '1‘0 'l‘l{L REGISTRATION OF BU@I‘{ESS NAMES A(,‘l‘, 1918. By
KeNNETH BrowN, Solicttor. Tn crown 8vo, paper boards, 18, net.

CONVEYANCING. By E. A. Corr. ln crown 8vo, cloth, 206 pp.. 3s. 6d. net.

WILLS, EXECUTORS, AND TRUSTEES. By ]. A. Srater, BA., LL.B.
With a chapter on Intestacy. In foolscap 8vo, cloth, 122 pp., 18, 6d. net.

INHABITED HOUSE DU’l‘Y. By W. p SNELLING. In demy 8vo, cloth

gilt, 356 12s. 6
THB LAW (ﬂ? BEPAIBS ANl) DILAPINTIONS. By T. CATo WoORSFOLD,
LL.D. In crown 8vo, cloth gilt, 104 pp., 8s. 6d. net.
TKE LAW OF EVIDENCE. By W. NEmpiArD HiBBERT, LL.D. Barrister-
ai-Law. Second Edition, Revised. In crown 8vo,144 pp., §8. net.
THE LAW OF PROCEDURE. By the same }uthor In demy 8vo, cloth

Bllgndcs'r UES. AND NOTES. (See

ORE, JAN, AND PRACTICE OF TAE STOCK SXCHANGE.

BUSINESS RBFERENCE BOOKS

COMMERCIAL ENCYCL DIA AND DICTIONARY OF BUSINESS. A
rqliable and compréhefisive work of reference on all commercial subjects,

designed and written for the busy merchant, the commorcﬂl
student, and the modern man of affairs. . Edited by‘J. A. SLATER, B.A",

Vi



- PITMAN’S BUSINESS HANDBOOKS

—— e (———

(] LL B (Lond ), of the Mniiih Temple and th-Eamm Cirer’st, Boinister-

S at-Law  Assisted by upward, of 50 specialists as contn} utors *With

ymerous maps, illustwations, facsimile business forms ‘}n egal docu-

ments, diagrams, etc. In 4 vols, large crown 4to (eack 440 pp), clo*.
gilt, 82 net  Hajt-leather gilt, £3 125, 6d. net.

BUSINESS MAN’S GUIDE. Seventh Revised Edition. With French,Gepman,
Spanish and Itahan equivalents for the Commercial Words and. Terms,
Edited by J A. SLater, BA, LLB (Lond) The work includes P
2000 articles _In crown 8vo, cloth, 520 pp_ hS. net

COMMERCIAL ARBITRANIONS. By L J Parrv BSc, RIC F T
An mvaluable guidc to busmness men who are called ypon to Londuct
arbitrations® Tn ciown 8vo cloth gilt 38, 6d. net

PERSONAL EFFICIENCY IN BUSINESS, By I F Pirincron In uo“g
8vo, cloth gilt 279 Klp 79, 6d, net

DICTIONARY OF COMMERCIAL CORRESPCNDENCE IN ..£VEN LAN-
GUAGES : ENGLISH, FRENCH, GERMAN, SPANISH, ITALIAN,
PORTUGUESE. AND RUSSIAN, In demy 8vo, cloth, 718 pp , 108, 8d.net

FILING BYSTEMS.  (Sce page 2)

SIMPLE INTEREST TABLES. (See 4)

A MANUAL OF DUPLICATING ME HOl)b. By W DessorouGgH In
demy,8vo, cloth 90 illustrated 28, nct

COMMON COMMODITFES AND INDUSTRIES SERIES. Each book in
crown 8vo cJoth allustratcd 28, 6d. nit Volumes already published on
Tea, Coffee, Sugar, Oils, Wheat, Rubber, Iron and Steel, Copper, Coal,
Timber, Cotton, Silk, Wool, Linen, Tobacco, Leather, uays, Paper, doap.
Glass, Gums and Resing, The Motor Industry, Boot ami Shoe industry, Gas
and Gas Making, Petroleum, Salt, Furniture, Coal Tar, Knitted Fabrics,
Zine, Asbestos, Photography, bllwr. Carpets, Paints and Yarnishes, Cordage
and Cordage Hemp 97d Fibres, Acids and Alkalis, Golc, Electricity, Butter
and Cheese, Aluminium, The British Corn Trade Fncrav ing, Lead, Stc—es
nnd Quarries.

BUSINESS ORGANISATION AND MANAGEMENT.

A Monthly Magazne of 11gh Standard for Business Men
Price 15. 6d. ¢ 1s. 9d, Post Iree

COMPLETE LIST POST FREE ON APPLICATION

Sir Isaac Pitman & Sons, L., 1 Amen Cotner, London, E.C. 4
’ Lad st Bath, Melbourne and New York



















