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Legal update:  The Small Business, 

Enterprise and Employment Act, 2015

The corporate environment in England and Wales changed significantly on 26 March 2015 when the Small 
Business, Enterprise and Employment Act, 2015 (the Act) received Royal Assent, ushering in a new era of 
transparency and accountability in relation to the activity and ownership of UK companies.

Register of persons with significant control (PSCs)

The most noteworthy and controversial change is the requirement for private companies (listed companies 
and LLPs are exempt) to keep a new statutory register of individuals who exercise “significant control” over 
the company. An individual or other legal entity will have significant control over a company if he, directly 
or indirectly, has greater than 25% of the shares or voting rights in a company; has the power to appoint 
or remove a majority of the board of directors; or otherwise has the right to exercise significant influence 
or control. In lieu of further guidance to be issued by the government in October 2015, the scope of this 
definition appears to be troublingly broad.

Companies are required to keep a PSC register from January 2016, thus investors will need to be informed as 
soon as possible that they may be a registrable person. The PSC register will form a public  record - subject to 
similar protections afforded to a company’s register of directors - containing details of a PSCs name; service 
address; date of birth; nationality; the date on which they became registrable; and the nature of their control 
over the company. 

The Act confers a duty on individuals to disclose their identities to the company and similarly a duty on 
companies to identify PSCs and file an up-to-date register. A company may impose sanctions, such as share 
restrictions, on PSCs who fail in their disclosure obligations upon being notified.



2SC ANDREW LLP IS A LIMITED LIABILITY PARTNERSHIP REGISTERED IN ENGLAND. REGISTERED NO.OC327289. 
A LIST OF THE MEMBERS IS OPEN TO INSPECTION AT THE REGISTERED OFFICE. 

AUTHORISED AND REGULATED BY THE SOLICITORS REGULATION AUTHORITY

SC Andrew LLP Napier House
24 High Holborn London WC1V 6AZ

T: +44 (0)20 7183 1701
F: +44 (0)20 7183 1702

DX248 London/Chancery Lane
www.scaontier.com

Abolition of corporate directors

In a further attempt to increase transparency and accountability, from October 2015 all company directors 
are required to be natural persons. Companies and other corporate entities will be prohibited from being 
appointed as directors and existing corporate directors will automatically cease to act following a 12-month 
transitional period.

The government is, however, expected to draft an exception permitting a company to have a corporate 
director if the corporate director has only natural person directors.

Other relevant changes

Directors’ Disqualification: From October 2015, the Secretary of State is empowered to bring proceedings 
against a director of a UK company following offences committed in connection with an overseas company. 

Shadow directors: From 26 May 2015, the statutory duties of directors will apply as to shadow directors – 
defined as “those persons on whose instructions a company is accustomed to act but who do not formally 
appear on the register of directors”. This brings the statutory definition into line with recent judicial 
interpretation so the advice to investors is to remain careful.

Bearer shares: Although now far less common, UK companies will no longer be permitted to issue bearer 
shares. The Act provides for a 9-month voluntary surrender period, beginning on 26 May 2015, where 
bearer shares may be converted to registered shares.

Company filing: The Act also implements a number of changes to company filing requirements designed 
to reduce bureaucracy.

A welcome change?

The Act is the first step in a move towards greater transparency of company ownership and control, an area 
in which the UK Government hopes to lead the way internationally, aimed at deterring illegal activity such 
as money laundering and tax evasion. Whether this proactive approach is welcomed by investors in UK plc, 
however, remains to be seen.

This article is provided for information purposes only and does not constitute legal advice. Professional legal advice should be obtained 
before taking or refraining from any action as a result of the contents of this document. If you have any queries regarding this article 
please contact SC Andrew LLP.


