SHOULD YOU
INCORPORATE WITH
MODEL ARTICLES?
A judgement in a recent case means
you may need to reconsider
TURN OVER TO FIND OUT MORE

Is one director enough?
All limited companies must have articles of
association, a set of rules to be followed in running
the company, effectively they are the company’s
constitution.
A company’s articles will often contain (amongst
other matters) provisions about minimum and
maximum numbers of directors, and the quorum
(the quorum is the number of directors required to
be present at a meeting for the proceedings at the
meeting to be valid).

“Model Form” articles are in a standard format
(prescribed by the Companies Act) and that Model
Form will apply if the company does not choose
to have a set of articles specifically prepared for it.
There area number of reasons why the Model Form
articles may not be suitable, and a recent *Court
case has highlighted on such issue, the number of
directors needed to form a quorate meeting.
Model Article 11 (2) says that the quorum for
directors’ meetings may be fixed, from time to time,
by a decision of the directors, but it must never be
less than two, and unless otherwise fixed, it is two.

Model Article 7 says that any decision of the
directors must be either a majority decision at
a meeting, or a unanimous decision(taken in
accordance with Model Article 8). Model Article 7
then goes on to say that if (a) the company only has
one director, and (b) no provision of the articles
requires it to have more than one director, then
certain formalities which would otherwise apply to
making director decisions do not apply.
There has been some doubt about the way these
two Model Articles work together – some people
thought that Model Article 7 meant that just one
director (a sole director) was always able to act and
able to make all decisions.

However, the judgment in the recent case was
that Model Article 11(2) actually amounts to a
requirement for a quorum of two directors. So
two directors must be present for the meeting to
be quorate. Effectively this means that a company
which uses the Model Articles (unamended) must
have at least two directors to manage its business
and make decisions about the company.
Under the Companies Act 2006 a company can
choose not to use the Model Articles at all, or to
use some of the Model Form articles and to amend
others. If a private company wants to have a sole
director it may do so, but will need to have specially
prepared articles, or at least to amend these
provisions of the Model Articles.
*Hashmi v Lorimer-Wing [2022] EWHC 191 (Ch).

Adopting
bespoke articles
First Corporate Articles, which have
been used since 2009 already disapplies
clause 11 (2) and allows for a quorum of
one when there is a single member. Any
company adopting the Model Articles
with a single director should update their
Articles of Association.
First Corporate can provide a change of
Articles service to adopt our own Articles
of Association, which have been legally
drafted and approved by leading counsel
for just £170.00 plus VAT.
Please email steve@fcls.co.uk
for further information.
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