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CORPORATE LAW OF THE UNITED KINGDOM:
CURRENT STATE AND PROSPECTS FOR DEVELOPMENT

As you know, corporate law is a branch of law that deals with companies, and
their structuring, regulates the formation, management, and operation of companies,
and includes such issues as reorganization and restructuring, shareholder rights,
mergers and acquisitions of companies.

At the time of intensified international economic interaction between countries
and the creation of companies with a foreign element, it is becoming an increasingly
common phenomenon, as a result of which it can be noted that the study of corporate
law is more relevant and necessary than ever in order to be aware of exactly how
companies operate according to foreign legislation. Therefore, familiarization with
the corporate law of the United Kingdom is important, as it is known that this state
is one of the leading states on the world stage and acts as one of the leaders of the
world economy.

The legislation of the United Kingdom belongs to the Anglo-Saxon family,
which significantly distinguishes it from the legislation of the countries of the
continental legal family. The Anglo-American model of corporate governance was
recognized as the first in history and began to be actively implemented in practice.

Sources of corporate law include the Companies Act of the United Kingdom,
which governs corporations formed under such sources as the Companies Act 2006,
the Bankruptcy Act 1986 year, the Code of Corporate Governance of Great Britain,

Directives of the European Union, and court cases [4].
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Company law or corporate law can be divided into two main areas: corporate
governance and corporate finance. Key participants in this corporate governance are
managers, directors, shareholders, state structures, stock exchanges, public
organizations, and consulting firms that provide services to corporations and their
shareholders in matters of governance and voting. The main subjects of this model
are actually managers, directors, and shareholders. The specificity of their
relationship is revealed by the distribution and ownership of management, control
powers, and ownership rights in the corporation. This is, first of all, a legal division,
according to which investors (shareholders) do not bear legal responsibility for the
actions of the company, transfer management functions to managers who act as their
agents, and receive a fee for the services provided (agency services) [7, p.93].

Corporate finance involves two methods of raising funds for a limited liability
company, the first method being the classic method - equity financing. Shares
usually include the right to participate in the payment of dividends after the company
makes a profit and the right to vote in the affairs of the company, although shares
may include any rights that the company and the buyer wish to agree on. The second
way is debt financing, which means obtaining loans, usually at a fixed annual interest
rate. Lenders, such as banks, usually enter into agreements to pledge the company's
assets so that in case of default, they can seize the company's assets directly to pay
off the debts. It is also worth noting that creditors also have some protection through
the power of judges to strike down unfair dealings before a company goes under, or
to refund negligent directors involved in illegal trading. If a company is suddenly
unable to pay its debts when due, UK bankruptcy law will require an administrator
to try to save the company, provided that if the company itself has the assets to pay
for it. In the negative case, if the rescue of the company turns out to be impossible,
the life of the company ends when its assets are liquidated, distributed among
creditors, and the company is deregistered. It is also worth noting that when a
company becomes insolvent and no longer has assets, it can be liquidated by a

creditor for a fee, this rarely happens, or usually by the HMRC tax creditor.
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The fact that the companies of the United Kingdom actively use modern
information technologies and Artificial Intelligence in their activities deserves
attention. Artificial intelligence has taken root so well in the work of corporations
that the question often arises as to whether Avrtificial Intelligence will ever be able
to act not only as a tool for managing the corporation's affairs but also as, for
example, a shareholder [5]. Therefore, questions arise more and more often in
practice, whether such a replacement is legally permissible. Currently, the
legislation of the United Kingdom does not provide for the possibility of a non-
human being, but an autonomous system, to obtain exclusive control over a
company. Therefore, at least one director from among corporate directors must be a
natural person. In our opinion, such a position is quite rational in view of the
peculiarities of Artificial Intelligence and the state of development of its specifics in
law [6].

UK corporate law provides for four types of companies: 1) Public Limited
Company (PLC); 2) Private company with limited liability under guarantee;
3) Private company with limited liability for shares; 4) Private company with
unlimited liability.

A public limited company (PLC) is quite often referred to as a «public
company» in practice. They usually start out as a private limited company before
being re-registered as a PLC to raise capital for expansion. The legislation requires
a share capital of at least £50,000 or more, of which at least 25% must be paid up
before a company can start trading. Public companies from limited liability
companies must have at least two directors and a company secretary. There is a
perception that being a shareholder in a PLC is often considered more prestigious
than being a shareholder in a private limited company.

A Private Company Limited By Guarantee is commonly used by non-profit
organizations such as charities, student unions, societies, and social enterprises to
set a low limit on the amount that members (owners) have to pay if something goes

wrong not so. A private limited company has no share capital and therefore no
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shareholders. The members of a company are guarantors and are often only liable
for a nominal sum, such as £1 if the company is wound up.

A Private Company Limited By Shares is the most commonly used type of
company in the UK and must have the word «Limited» or the abbreviated suffix
«Ltd» at the end of their name. This type is popular because the amount for which
the shareholders are liable in the event of liquidation of the company is limited by
the company's reserves. There are also no minimum capital requirements, so many
are created with very little capital investment.

Private Unlimited Company There are not many private unlimited companies
compared to other types. Regarding them, the legislation does not set any limits on
the amount that its participants are obliged to pay in case of liquidation of the
company, so they are usually used for companies where the risk of insolvency is
very low. It is also worth noting that by law they are not required to submit an annual
report to Companies House. This makes unlimited companies attractive to
companies that wish to maintain a level of secrecy regarding their financial
status [2].

In addition to the four main types of public and private companies, English law
also provides for several specific non-standard limited companies, namely:

- Community interest companies (CIC) - such companies are created for
societies that seek to benefit the community only, they can be public or private, and
can be limited by share capital or guarantee. Examples of such a company include
housing associations, community development trusts, and leisure centers. Cannot be
set up as a CIC - Charities and political parties.

- A right-to-manage company (RTM) is created to transfer authority over things
like building maintenance and repair work from the landlord to the tenants. RTMs
must be established as a special type of private limited company.

- Societas Europaea (SE) are business entities that can be established
throughout the European Economic Area. By type, an SE is a public limited liability
company that can be created as a subsidiary of another company or as a holding

company. Also, an SE company can be created through a merger or from an existing
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PLC. It is worth noting that SEs established in Great Britain must have a registered
office and head office in the United Kingdom and have a share capital of at least
120,000 euros (or equivalent) [2].

Having considered and analyzed the types of corporations provided for by the
legislation of the United Kingdom, we can clearly understand which form of
corporation is most appropriate for a particular field of activity of the company,
which sources of corporate law will regulate it, and how the liquidation of the
company in the territory of the United Kingdom will take place. In addition, today
corporations actively use modern technologies (for example, artificial intelligence),
which can significantly improve the efficiency of their management and increase the
level of profitability. Such technologies require special attention from the legislator
and are gradually finding their legal solution in the legislative acts of the United
Kingdom, which is a positive moment and deserves attention.

References:
1. Corporate law. URL:

https://en.wikipedia.org/wiki/Corporate law#Corporate structure

2.  Types of companie in the UK. URL:

https://www.netlawman.co.uk/ia/types-uk-company

3. UK Company Law/ URL: https://www.icaew.com/technical/trust-and-

ethics/company-law

4.  United Kingdom company law. URL:

https://en.wikipedia.org/wiki/United Kingdom company law

5. Florian Méslein. (2017). Robots in the Boardroom: Artificial Intelligence
and Corporate Law. Woodrow Barfield and Ugo Pagallo (eds), Research Handbook
on the Law of Artificial Intelligence, Edward Elgar, (2017/18, Forthcoming). URL.:
Robots in the Boardroom: Artificial Intelligence and Corporate Law by Florian
Moslein:: SSRN

6. Martsenko, N. (2021). Influence of artificial intelligence on the legal
system. Studia Prawnoustrojowe, (54). https://doi.org/10.31648/sp.7101

539


https://en.wikipedia.org/wiki/Corporate_law#Corporate_structure
https://en.wikipedia.org/wiki/Corporate_law#Corporate_structure
https://en.wikipedia.org/wiki/Corporate_law#Corporate_structure
https://www.netlawman.co.uk/ia/types-uk-company
https://www.netlawman.co.uk/ia/types-uk-company
https://www.netlawman.co.uk/ia/types-uk-company
https://www.icaew.com/technical/trust-and-ethics/company-law
https://www.icaew.com/technical/trust-and-ethics/company-law
https://www.icaew.com/technical/trust-and-ethics/company-law
https://en.wikipedia.org/wiki/United_Kingdom_company_law
https://en.wikipedia.org/wiki/United_Kingdom_company_law
https://en.wikipedia.org/wiki/United_Kingdom_company_law
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3037403
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3037403
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3037403
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3037403
https://doi.org/10.31648/sp.7101
https://doi.org/10.31648/sp.7101

7. Hecunosoi C. B. Kopnoparusue npaBo: HaByasibHuil nocioHuk. O. B.
[Tymkina, C. B. HecunoBa, T. M. Jlexnena, 1. b. IIpo6ko, T. A. Tomopomiko.
Juinpo: YHiBepcuteT iMmeH1 Anbdpena Hobemns, 2018. 276 c.

IBanyenko Oubra MuxoJsaiBHa
K.10.H., 00yeHm, 0oyeHm Kagheopu 3azaibHoi meopii npasa ma 0epicasu

Hayionanvnoeo ynieepcumemy «Ooecvka 1opuoudHa akaoemisy

3AXMCT IPAB JIOJUHU B IHOOPMAIIAHINA CPEPI
B MEPEXI IHTEPHET

[Ipao Ha cBoOoOmy iHdoOpMaIli y MDKHApOJHOMY TMpaBli BU3HAHO
(GyHIaMEHTAIbHUM MPABOM JIFOJMHHU 1 TOJJOBHUM KPUTEPIEM BCiX CBOOO, MPO IO
Oyno mporosomeno Ha [lepuriit cecii ['enepanbuoi Acam6iei OOH y 1946 pori y
Pesomrontii 59 (1) «CxivkaHHS MiKHApOAHOT KOH(EpEeHIl 3 MUTaHb CBOOOAM
iH(popmartii». 3rogoM I KOHLEMNLIS 3Halnuia BiAOOpakeHHs Yy 3araljbHii
JeKJapaillii mpas J0IMHA, M KHApOIHOMY TAKTI PO TPOMAJISTHCHKI Ta MOJITHYHI
npaBa Ta 1H. MDKHApOAHUX JTOKYMEHTaX, OCHOBHHI aKLIEHT Yy AKUX OyB 3p00OjeHui
HA TOMy, WO TpaBo 30uUpaTH, OTPUMYBATH 1 TMONIMPIOBATH 1HGOPMAIIITO,
peani3yeThCsl «HE3aJeKHO Bif JEpKaBHUX KOPAOHIBY». 3riHO 3 KOHBEHII€EH Mpo
3aXMCT MpaB JIOAUHU 1 OCHOBHHMX CBO0OOJ, CBOOOJA BUPAKEHHS MOTIAMIB 1
oTpuMaHHsA iHpOpMaIli € TPaKTHIHO HEOOMEXEeHOK. 3a HalllOHAJBHUM
3aKOHOJABCTBOM TIpaBO Ha cBoOoay iH(dopMalli rapaHToBaHO crarrero 34
Konctutymii  YkpaiHu «KOXEH Mae TpaBo BUIbHO 30upartu, 30epiratw,
BUKOPHCTOBYBATH 1 TOIIUPIOBATH 1H(GOpPMAIII0 YCHO, TUCHMOBO a00 B IHIIUHN
crocio - Ha CBIH BHOID.

BukimrodeHHsIM 111 OOMEXEHHS IIBOr0 IIpaBa €: B IHTEpecaxX HaIllOHAJIbHOI
Oe3rneku, TEePUTOPIaTbHOI MHUIICHOCTI a00 TPOMAJICHKOTO TMOPSAKY 3 METOH
3aro0iraHHs 3aBOPYIICHHSIM Y4 3JI0YMHAM, JJI1 OXOPOHH 3710POB’ sl HACEJICHHS, IS
3aXUCTy pemyTamii abo MmpaB 1HIIMX JIOACH, sl 3amoOIraHHs PO3TOJOLIEHHIO

iHopMarlii, oxepxaHoi KoH}IAeHIIHO, a00 IS MIATPUMAHHS aBTOPHUTETY 1
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