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Editoria 
'Budget 1 987' 

Political pundits have assiduously 
scrutinised the entrails of Mr Lawson's 
Budget on 17 March and found in it a bit 
of comfort for drnost everyone, though 
hardly the vote-catching bonanza that 
some (inspired, perhaps, by mischievous 
government rumour-mongering) had 
predicted. The Opposition was left 
floundering for something constructively 
critical to say. 

One theme of this Budget is the 
Government's continuing anxiety to 
lighten the burdens on small businesses 
and the self-employed, seen by the 
Chancellor as a "vitally important sector 
of the economy". Some fiscal changes in 
this context merely reflect the cut in the 
basic rate of income tax - eg reduction 
of the small companies' rate of 
Corporation Tax from 29 per cent to 27 
per cent. Other changes are aimed at 
family businesses - eg increase in the 
threshold for Inheritance Tax from 
£71,000 to £90,000, and exemption from 
Capital Transfer Tax in respect of gifts 
involving settled property where there is 
an interest in possession (a change that is 
particularly beneficial to family trusts). 

But the most important cluster of 
changes relates to VAT, a burdensome 
tax for all firms, but a bureaucra~c 

nightmare for small companies with 
limited administrative support and 
chronic cash-Wow problems. The 
proposed changes are based on responses 
to a consultative document issued last 
autumn. In future (subject to derogation 
being granted in respect of the relevant 
EEC directive), businesses with an 
annual turnover of less than £ a m (more 
than half of all traders registered for 
VAT) will be exempted from liability to 
pay tax until they themselves have 
received payment from their customers: 
this will provide some welcome relief in 
respect of the chronic problems of late 
payment. Secondly, these small 
businesses will be able to opt to account 
for VAT on an annual basis instead of 
making quarterly returns. Thirdly, the 
period within which businesses must 
apply to be registered for VAT is 
extended from ten to thirty days. Lastly, 
the VAT threshold is increased to 
£2,3000, ro keep it at the maximum 
permitted under European Community 
law. 

The promotion of small business is 
very much in harmony with the self-help 
spirit of our times. This Budget still 
leaves much to be done and is a meagre 
response to the continuing scandal of 
unemployment; but fiscal rationalisation 

Continued on p 82 

Business 
Law 

Contents 

In Perspective 
Budget 1987 - A Personal View 83 

BEC 
Directives, Direct Effect and 
European Court, Pt I 85 

Trading Law 
The Trouble with Cars 88 

, Investor Protection 
Commodity and Financial Futures 
Markets 103 

Company Law 
S 310 and Directors' Liability 
Insurance (December 1986) erratum 105 

City Newsletter 
Infobank 
American Newsletter 
Far East Newsletter 
BACFl Bulletin 

O 1987, Graham & Trotman Limited 
(A member of the Kluwer Academic 
Publishing Group) 

Editorial Office 
Graham & Trotman Limited 
Sterling House 
66 Wilton Road 
London SWlV 1DE 
Telephone 01-821 1123 

Contributions and letters for pubbcation, 
which should be typed, are welcomed, 
and should be sent to the Editor at the 
above address. 

Subscription Office 
Graham & Trotman Limited 
Sterling House 
66 Wilton Road 
London SWlV IDE 
Telephone 01-821 1123 
Subscription ganuary-Decmbm 1987 
f I30 post inclusive, inland 
El45 air assisted mail 

Advertisemenr Sales Steve Willsox 
Advertisement Production Brenda Doore 

edhanalakshmi
Rectangle

edhanalakshmi
Rectangle



82 Business Law Review April 1987 

Nominee Shareholders 

The subject of shareholders has been 
much on official and City minds over the 
past month or so. How many are there, 
who are they, what kind of holdings do 
they have, what, if anything, do they 
intend to do with them? A variety of 
different sources have come up with 
some very interesting answers. 

The Treasury, for example, in 
association with The Stock Exchange, bas 
now completed the first survey of share 
ownership since 1979, concluding that 
over the past seven years more than 5 
million people have become shareholders 
for the f i s t  time. That kneans that some 
8.5 million people now hold shares and, 
according to the survey, some of the 
fastest growth in shareholding has been 
in lower income groups. 

In itself these figures are hardly 
startling, although they do give the first 
official assessment of how much impact 
the Government's privatisation 
campaigns have had on the public. 
Inevitably, the vast bulk of those new 
shareholders came into the joys of the 
equity markets through the likes of 
British Telecom, British Gas etc, with a 
considerably smaller proportion 
attributable to government incentives for 
employee share schemes. 

But the fact that there are more 
individual shareholders has not brought 
down the total proportion of shares held 
in institutional rather than private hands. 
Estimates are that this figure has actually 
gone up, from around 60 pc at the start 
of the decade to 70 pc now. One of the 
factors involved in this shift is the growth 
in nominee holdings. 
Which brings us neatly to an intriguing 
study of not who owns whom but who is 
whom, from Fulcrum Publishers who 
have produced a new tome entitled The 
I n d m  of Nominees and their Beneficial 
Ownen. I t  isn't of course, 
comprehensive, but it does cover 4,500 
nominee names which crop up in share 
registers and identifies the people behind 
the fronts, with particular attention to 
those nominees which have made 
repeated appearances during bids and 
other related situations. 

I suspecr that in these merger and 
acquisition-mad times a work of this kind 
may become invaluable to company 
secretaries as they scan their registers, 
but they will have to be rather more alert 
as to how to use their existing rights 
under legislation to force a nominee to 
disclose the real identity of the 

shareholder. The book found that less 
than half of the 1,000 companies sampled 
for she Index had exercised that right (it's 
in s 22 of the Companies Act) and 
personally I'd be amazed if even a few 
hundred have made any serious attempts 
along these Lines since so few companies 
even seem aware of the provision. 

When the clause is used, it can be 
wielded to deadly effect. Only last 
February, Geers Gross secured a ruling 
from the Chancery Division that two 
Swiss-based nominees, who had failed to 
comply with a s 212 request and 
therefore had their holdings in Geers 
frozen by a court order under s 216, 
could not escape disclosure simply by 
offering to sell the stakes in the open 
market. The restrictions, ruled Vinelott 
J, could be lifted when due disclosure 
was made, but he rejected the argument 
that a sale would mean that s 212 had 
done its work as required. 

The Banking Bil l  

There is, however, one group which has 
had its fears about possible large holdings 
rebuffed firmly by the Government. The 
Banking Bill has been wending its way 
through its Committee Stage in the 
Commons and, amongst a number of 
other proposals, some of them as arcane 
as befits the subject, there has emerged a 
strong feeling amongst their Lordships 
that there should be special measures to 
prevent a certain class of persons buying 
15 pc or more of banking groups. The 
group in question is, nor to put too fine a 
point on it, "Johnny Foreigner" who is 
clearly regarded with deep suspicion 
should he manage to get his hands on our 
financial institutions. 

This view, particularly where the 
touchy issue of reciprocity of facilities for 
financial groups between the UK and 
other countries (Japan in particular) was 
concerned, drew support from all sides of 
the House. But, despite that fact that 
there were warlike noises on the 
reciprocity issue coming from the Prime 
Minister at almost the same time, the 
Government persuaded their Lordships 
to drop the proposed amendments in 
return for a promise that the position of 
the banks and potential ownership of 
their shares would be included in the 
Government's review of competition 
policy. 

Guinness Rumbles On 

Parting is such svseee sorrow, but 
sometimes there are sweetners in the 
farewell to make it a trifle easier. Take, 
for exampler some of the departures in 
the wake of the still-reverberating 
Guinness affair. 

Over at top merchant bank Morgan 
Grenfell, the two top men who left in 
February, at what is generally believed to 
have been on the say-so of the Bank of 
England which wanted Morgans to 
demonstrate that heads were rolling, a 
total of more than f 500,000 has been 
paid out to former chief executive 
Christopher Reeves and former head of 
corporate f i ance  Graham Walsh. 
Another pay-out is being negotiated for 
Roger Seelig, whose head was the first to 
hit the deck when the scandal surfaced. 

Still, at  least Morgans have been able 
to announce some comfort to its new, 
and no doubt bewildered, public 
shareholders who took the exciting 
opportunity to invest in one of the bluest 
of the blue-blood banks last summer only 
to find themselves plunged into vulgar 
controversy immediately. The group 
profits for 1986 were up 20 pc at f 82 m, 
which muse have at least some 
sweereniwg effect of its own. 

Meanwhile, at Henry Ansbacher, 
another bank involved in the same sorry 
mess, the former head of corporate 
finance Loyd Spens is to receive a , 

package of some f 100,000, most of it as 
compensation for Boss of office. 

Editorial continued from p 81 

is always wePsome (particularly to the 
small-businessman, oppressed by the 
VAT inspectors), and self-help, while 
not an economic panacea, is at least a 
logically consistent with this 
government's oft-declared philosophies. 
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