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Editorial 

Change Afoot at the SIB 

Friday, 26 February will go down as a 
day to remember, with some regret, in 
the brief infancy of the Securities and 
Invesrmenr Board. Midnight of that day 
- "'P-day" - was the deadline for 
receipt of applications from bodies 
seeking authorisation under the 
Financial Services Act 1986 to carry on 
investment business in the UK. P-day 
was also payoff day for the fust chairman 
of the SIB, Sir Kenneth Berrill. An 
interestingly-timed joint communiquC 
from the Department of Trade and 
Industry and the Bank of England 
announced that Sir Kenneth, whose 
f 120,000-a-year appointment was up for 
renewal in May, was to be replaced by 
Bank of England Director, David 
Wdker. The official lip service paid to 
Sir Kenneth's "formidable contribution" 
to the SIB's work did little to obscure the 
fact that he had fallen victim to an 
insidious lobbying campaign by financial 
insdtutions, complaining about the 
excessive legalism of the SIB's rule book 
- largely a product, as the deposed 
Chairman subsequently pointed out, of 
fhk DTIYs own insistence on the 
inclusion of s mass of regulatory detail. 

Now, at the end of April, "ALday", the 

day the 1986 Act comes into force, is at 
last upon us. And, in the words of 
Frances Gibbs, (The Times, March 26), 
""aurious flurry of activity has broken 
out in solicitors' fums up  and down the 
country". The problem is that virtually 
a11 solicitors' firms give investment 
advice within the broad conception of 
that phrase envisaged by the Act. Some 
will have prepared themselves 
thoroughly for the new millenium, 
others, in particular the smaller, 
non-City firms for which (in the words 
of Charles Maggs of the the Law Society, 
quoted by Frances Gibbs) "the amount 
of energy they have to invest in 
understanding the rules is 
disproportionate to the work involved", 
may well have not. Firms have interim 
authorisation to conduct investment 
business under the umbrella of the Law 
Society in its capacity as a ""rcognised 
professional body", but by the summer 
they will have to secure formal 
registration and be adjudged "fit and 
proper" to do investment business within 
the eerms of the Act. 

A new era has davawed - one that 
imposes stringent bureaucratic 
requirements upon practitioners, but 
which also promises new opportunities 
and enhanced rewards, pxticularly for 
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Infobank - 
entitled to be registered, it can be voided 
from the original date of registration. In 
such cases, the input tax w h c h  has been 
wrongly reclaimed must be refunded to 
Customs. 

These changes, which bring UK law 
fully into line with EC law, will help the 
Government's efforts to minimise the 
burdens on business. 

Publicity 
Details of the revised procedures will be 
included in VAT leaflets "Should I be 
registered for VAT?" (700/1/88) and 
"Cancelling your registration" 
(700111188) when they are revised later 
this year. In the meantime, the changes 
in registration procedures are covered in 
Amendment 2 to "Should I be registered 
for VAT?" (700/1/87) available from 
local VAT offices. 
Customs and Excise News Release No 
25/88, 15.3.88 

Book Review 
Computer Contracts 

By Richard Morgan and Graham 
Stedmen 

(3rd Ed) Longman Commercial. £36.95. 

When the first edition of this book first 
appeared less than a decade ago few legal 
advisers had had to grapple with the 
special problems to which computer 
contracts may give rise. It  is fair to say 
that understanding of the implications of 
the small print of the lenghy 
documentation proffered by the 
computer companies - sometimes 
ostensibly, on a "non-negotiable" basis 
- was severely limited. Computer 
Contracts proved to be a pioneering work 
which played a large part in increasing 
awareness, within both the legal 
profession and industry itself, of the 
points that should be kept in mind when 
a substantial invesment is made in 
acquiring a computer system. 

The fust edition was written by 
Richard Morgan alone. As an 
acknowledged expert in the field, his 
succinct text provided many helpful tips 
for those who might otherwise have 

VAT and Self-Billing 
It  has been announced that from Royal 
Assent, the sustomer will be responsible 
for the correct VAT liability of a supply 
if he issues an invoice to himself for 
supplies he receives under a self-billing 
arrangement. 

If a self-billed invoice shows the wrong 
VAT liability, Customs and Excise may 
issue a notice to the customer and will 
then be able to assess him for the tax. 

Currently the supplier is responsible 
for the correct tax liability of a supply 
even if the customer is allowed to make 
out the invoice. 

Background 
Self-billing is a procedure where the 
customer makes out the supplier's tax 
invoice and sends it to the supplier with 
payment. It is a long established 
commercial practice in, for example, the 
construction industry, scrap metal 

entered into inappropriate conractual 
obligations without being any the wiser. 
The second edition included a number of 
precedents prepared by Graham 
Stedman, a partner in a London firm of 
solicitors; this made the book especially 
useful for practitioners. Now the third 
edition has been extended again so as to 
include new chapters dealing with 
consultancy and distributionlmarketing 
agreements, together with appropriate 
precedents. It  has also been updated to 
take account of the Data Protection Act 
1984 and the Copyright (Computer 
Software) Amendment Act 1985. 

There are today available many books 
dealing with different aspects of the law 
and practice of computer contracts. This 
reviewer, inspired by Richard Morgan's 
first edition, was responsible for one of 
them himself, but he has no doubt that 
Computer Contracts remains pre-eminent 
in the field. The combination of pithy 
comment and comprehensive e i d a n c e  
on drafting ensures this latest edition an 
indispensable purchase, even for those 
who possess its predecessors. 

business and paying authors' royalties. It 
pre-dates VAT and was allowed to 
continue when VAT was introduced. 
The customers who are allowed to use 
the facility are formally approved by 
Customs and Excise and must comply 
with conditions. 

Problems can occur where tax should 
have been charged on a supply and this 
tax is not reclaimable by the customer. 
An example would be in constructing 
new houses; they are zero-rated, but tax 
on items not normally installed, such as 
carpets, washing machines and 
refrigerators, cannot be reclaimed by the 
builder. If he were to self-bill these items 
at the zero rate the only current course 
would be to assess the sub-contractors for 
underdeclared tax. The change 
announced today means that Customs 
and Excise will be able to assess the 
builder for the tax. 
Customs and Excise News Release No 
26/88, 15.3.8 

I Editorial continued from p 77 

city firms. But it must not be forgotten 
in the midst of professional 
preoccupations, that the 1986 Act was 
designed to protect not the lawyer but 
the consumer. The failure to renew Sir 
Kenneth Berrill's contract, apparently in 
response to heavy lobbying9 suggests that 
the Secretary of State for Trade and 
Industry may have lost sight of this. In 
any event, the move was not calculated to 
promote public confidense in this new 
regulatory regime. We wish the SIB well 
for the future, and trust that its heart and 
muscle will continue under its new 
Chairman to be located in the righe place. 
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