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Editorial 
Hacking Acquittal 

On 17 March, a nineteen-year-old 
student, Paul Bedworth, was 
acquitted of various,charges under the 
Computer Misuse Act 1990. The 
accused, who had allegedly been an 
enthusiastic computer "hacker" since 
the age of 14, when his mother had 
bought him a £200 BBC computer, 
had apparently managed to gain 
unauthorised entry into numerous 
networks, in Britain and elsewhere, 
including ones in military installations 

DLS were and at the MOD. The char,- 
that he had conspired dishonesrly to 
obtain telecommunications services 
(some 50,000 telephone calls in total); 
to cause unauthorised modification of 
computer material; and to secure 
unauthorised access to computer 
material. 

His successful defence rested upon 
the interesting claim, supported by 
psychiatric evidence, that he had 
become so clinicaily addicted to 
hacking that he was incapable of 
forming the necessary criminal inrent. 

News 
The Budget 

This year's Budget* has significant 
implications for UK corporates; it 
contains some indications of the 
extent to which rhe Chancellor is 
prepared to acknowledge difficulties 
inherent in the UK tax system by 
reference to the "compromise" 
measures it announced. 

The business community's call for 
reform of the imputation system has 
gained recognition by two 
unanticipated changes to the ACT 
rules. The first of the new measures 
benefits corporates which receive 
taxed income from overseas, and 
provides for repayment of ACT paid 
on UK dividends to the extent that 
these are paid out of this taxed 
income. The UK corporate will have 
to designate the payment as a "foreign 
income dividend"in order to collect 
the refund but no repayment of the 
tax credit will be available on such 
income. The dividend will, however, 
be treated as having borne tax at the 

The acquittal was an embarrassing 
serback to the police and the 
prosecuting authorities in what they 
saw as an important test case under 
the 1990 Act, intended to administer a 
sharp deterrent shock to the hacking 
fraternity. Police spokesmen were 
heard to mutter darkly (no doubt for 
the benefit of headline writers) about 
the perversity of the verdict 
amounting to a "hackers' charter". 

The case is of as much interest to 
psychoiogists and sociologists as it is 
to lawyers. One problem is that the 
computer age has not been around for 
long enough for us to say with much 
con5dence what the long-term (or 
even medium-term) effects of constant 
mentai interaction with computers 
may be. Until we are, there will be 
plenty of scope for ingenious 
psychiatric defences to raise doubts in 
the minds of jurors.  most jurors are 
older than Mr Bedworth, and in =any 
cases their own formative years will 
have pre-dated the computer era. 

This is just one aspect of the 
generation-gap that is highlighted by 
ti5is case. Here we have a gified 

teenager, who grew up with 
computers as a day to day part of his 
boyhood. A teenager apparently able 
to by-pass advanced security systems 
- designed by people older than 
himself - with alarming ease. The 
technology moves forward all the 
time, with mind-boggling speed. And 
here we have legislation, prepared by 
lawyers, politicians and civil servants 
- themseives non-expert in computers 
and perhaps produc~s of a pre- 
computer age - that fails the Ersr time 
it is put to the test, less than three 
years afrer irs enactment. 

rT- r he law is by h s  very nature a 
pocderous ins~rimen:, iii-equipped to 
keep pace wit!: the rapid growth of 
technoiog]~, and unable to rein in the 
precocious, if perverse, brilliance of a 
young man able to harness that 
technology. We wonder if, when the 
ACT comes to be review-d iil the light 
of this recent fiascc,, Mr Bedworth 
mght  be persuaded to offer his evperr 
advice to the Of5ce of Parliamentary 
Counsel? 

basic rate. A consultative document 
has been published which outiines the 
new scheme. 

The second measure is a reduction 
in the ACT payable on dividends. The 
reduction is scaled down over the next 
two years to 20 per cent of the gross 
dividend as from 5 April 1994. The 
final rate of ACT will equate to a tax 
credit of the projected basic rate tax of 
20 per cent. 

It is disappointing that the most 
obvious avenue of reform of the ACT 
regime was not adopted. This would 
have been an increase in the level of 
ACT which may be offset against 
corporation tax payable. Instead of 
raising this threshold, it will, 
unfortunately, fall in line with the rate 
of ACT, as outlined above. 

Although not mentioned in the 
Budget speech, the Revenue's Press 

The overail effec~ of the new rules is 
;o tax as income foreign exchange 
differences (rea?ised and unrealised) 
on monetary assets and liabilities. The 
draft clauses are extremely complex 
and their implications will necessitate 
careful consideration by corporates. 
The "twin" draft legislation on 
taxation of interest rate management 
techniques is still awaited and was not 
mentioned in the Press Releases. 

Legislation is to be introduced 
which will counter certain tax 
minimisation strategies. A ring 
fencing of "brought in" capital loss 
companies is to be effected, restricting 
offset of the losses against gains on 
assets owned by the company on 
joining the acquiring group. Carry 
back of ACT against tax paid prior to 

Continued on p 89 
Releases confirm the introduction of a 
new regime for taxation of foreign 
exchange gains and losses. Draft 
legislation on this topic was published 
in February of this year and heralds a 
weighty and complex Finance Bill. 

*Leon Cane will write more fully on the 
1993 Spring Budget in the May issue of 
the BLR. The Inland Revenue Press 
Releases will be published in Infobank in 
the same issue. 
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