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Caparo Industries 

Do auditors owe a duty of care to 
shareholders in a public company who 
might be contemplating the purchase of 
further shares in that company? This 
interesting and tricky question went to 
appeal to the House of Lords at the 
beginning of this year in the case of 
Caparo Ind~wies plc v Dickman (see p 
105), the trial judge having answered the 
question, on a preliminary point, in [Re 
negative, and the Court of Appeal 
reversed him by a majority. 

Following a dramatic fall in the share 
price of Fidelity plc in 1984, another 
company, Capro, had begun to purchase 
Fidelity shares; subsequently it made a 
successful takeover bid for the company. 
But on closer scrutiny of the books 
Capro got a nasty shock, which 
prompred it ro launch an action in 
negligence against Fidelity's auditors, 
Touche Ross. The basis of the claim was 

that the purchase of most of the shares, 
and the bid itself, had been made in 
reliance on inccurate accounts, which 
had shown a pre-tax loss as a substantial 
pb0h2. 

However, their Lordships 
unanimously held that auditors are not 
liable to third parry investors in such 
circumstances. Lord Bridge drew a 
sharp distinction between various 
leading cases in the past where the 
defendent giving advice had been fully 
aware of the nature of the transaction 
that the plantiffs were contemplating 
and knew that they intended to rely 
upon his advice, and a case like the 
present one where a statement had been 
put into general circulation and might 
foreseeably be relied upon by strangers 
to the author of ehe statement for any 
one of a variety of different purposes 
which the author had no specific reason 
to anticipate. Lord Oliver, in his 
concurring judgment, felt unable to 
detect in the relevant statutory 

provisions any departure from the 
traditional function of company audit as 
rhar of providing shareholders with the 
necessary information KO exercise over a 
company, ""and not for h e  purposes of 
individual speculation with a view to 
profit." 

This restrictive interpretation seems 
unduly protective of the accounting 
profession, and it may even be said to 
case doubt upon the rationale of 
company audit as presently conceived. 
And, with the aftershock of the Barlow 
Clowes affair still ringing in our ears, 
and with litigation against financial 
intermediaries in prospect, we are surely 
entitled to wonder whether the law is 
sufficiently sensitive to the position of 
vulnerable creditors and investors in 
collapsed companies, who will often 
Rave precious lirele independent 
evidence to guide them through a 
hanciai  minefield - aparr from the 
auditors' reports. 

News 

Inland Revenue Budget 
Press Releases 

The Inland Revenue issued Press 
Releases on the following Budget related 
topics on March 20, 1990. Edired 
versions of those relevant ro the Business 
Law Review will appear in she May 
issue. 

Savings 
1. New tax relief for savings (TESSA); 
2. Composite rate tax to be abolished; 
3. Stamp duty on shares to be 

abolished; 
4. Additional measures to boosr 

savings; 
5. Capital gains tax relief for sales of 

shares to employee share ownership 
plans; 

6. Life assurance tax proposals; 
7. Unit trusts, investmenr trusts and 

offshore funds; 
8. Converrible and indexed linked 

securities: new tax rules; 

9. Futures and options - tax 
exemption for pension funds and 
authorised unit trusts; 

10. Pension scheme earnings cap 
increased [a, 564,800 for 1990-91. 

Business 
1 1. Corporation tax increase in profit 

limits; 
12. New scheme of tax relief for 

doubtful sovereign debt; 
13. Business Expansion Scheme; 
14. Oil raxarion; 
15. Tax reliefs for expenditure on waste 

disposal sires; 
16. New rax relief for contributions to 

training and enterprise councils; 
13. Dual resident companies; 
18. Capital allowances and capital gains 

- VAT capital goods scheme. 

Income Tax 
19. Income tax sates and allowances for 

1990-91: Pay As You Earn; 
20. Independent Taxation of husband 

and wife; 

2 1. Income tax: company cars; 
22. Income tax: workplace nurseries; 

Charities 
23. New tax reliefs to encourage 

charitable giving. 

Capital Gains 
24. Losses on qualifying corporate 

bonds; 
25. Capital gains: transfer of UK 

branch or agency to UK company; 
26. Capieal gains: miscellaneous 

proposals. 

MisceBlanecsus 
27. Inheritance tax: threshold; 
28. Claims under pay and file; 
29. Definition of "local authority9'; 
30. Changes ro the Revenue's 

information powers; 
3 1. Improvements to administraeive 

procedures. 
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