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M  Paul Cahi l

Conpani es Division - Room 514
DEPARTVENT OF TRADE & | NDUSTRY
10 - 18 Victoria Street

London SWLH ONN

27t h June 1995

Dear M Cahill

MODEL ARTI CLES OF ASSOC! ATI ON FOR PARTNERSHI P COMPANI ES
(TABLE G

I am respondi ng, on behal f of the United Ki ngdom Sharehol ders
Associ ation, to your request for coments on the above titled
Consul tative Docunent.

W have endeavoured to give realistic consideration to the
content of the Consultative Docunent but we have sone difficulty
in formul ati ng nmeani ngf ul response upon detail; this difficulty
consequent | argely upon point nunbers (i) and (ii), follow ng

(i) The Conpanies Act conplete |ack of precision in regard to
a neani ngful 'definition' of a Partnership Conpany (paragraphs 5
and 6 refer). What is a "substantial extent"?

(ii) The vast variations in the origins, structure and
practice of presently existing Partnership Conpanies and the
very w de range of enployee profit-sharing and enpl oyee
share-benefit schenmes and options currently avail abl e.

(iii) As indicated in the docurment itself, Partnership
Conpany formation - and hence the drafting of appropriate

Articles - is complex and is inextricably Iinked with (and
requires specialist expertise in) trust |aw and tax |aw and
practice. It is suggested that no single Table G can be a

totally appropriate 'nodel' for use in conjunction with all the
many varied forns of enployee share ownership schenmes whi ch may

be adopted. It is further suggested that in any particul ar
case the Articles and the (virtually essential) Trust Deed nust
be conpatible. Indeed, paragraph 4 of the document specifically

states "it is unlikely that Table G woul d ever be adopted
wi t hout nodification".

Deal ing now with the specific question points listed as (a) to
(k) in paragraph 43, the follow ng views are recorded:

Prescribing Table Gin the Conpanies Act woul d be hel pful but
solely for use in practice as a 'start point franmework' for the
anendnent thereof, or the re-witing thereof, to suit the
particul ar circunstances of an individual conpany.

The logic of this question is difficult to follow. Any Table G
which is prescribed will be "optional'. This being so, any
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" enpl oyee sharehol ding threshold level' specified therein can
(and, no doubt, will) be sinply anended to what soever
("substantial extent") threshold | evel is desired by those
form ng the conpany.

For a particular '"threshold level' to be a pre-requisite of a
conpany being a Partnership Conpany there would (having regard
to CA 1985 Sect. 8A(i)) presunably have to be anmendi ng

| egi sl ati on.

Not wi t hst andi ng the | ast sentence of paragrpah 13, it is
consi dered that Table G should be drafted so as to 'stand al one'
in all respects - as per paragraph 12(a).

Whet her a Partnershi p Conpany's Menorandum of Associ ati on needs
to make provision for enployee share ownership is a matter of

| egal debate, but it is considered it would be prudent (and good
practice) - in the interests of "the avoidance of doubt" - for
the Menorandumto provide the power to do things necessary,

etc. (i.e. but not as an 'object of' the conpany).

Yes, the Departnent should - as indicated in paragraph 21 -
prepare and nmake avail abl e nodel trust deeds (though severa
variations would seemto be essential). These should, of
course, each be 'conpatible with' Table G and be referenced to
Table Gin note form

The | ast sentence of paragraph 21 appears to have no obvi ous
rel evance to the subject matter of the paragraph.

Enpl oyees of Partnershi p Conpani es should not be conpelled to
hol d shares. Paragraph 28 (c) option is preferable.

I's not this question answered by the first few words of
paragraph 29? (i.e. "Table G would need to provide for,
etc.”). The power to apply sone restriction upon share
transfers woul d seemto be essential to enable adherence to any
"threshold I evel" which may be specified or may be ot herw se
deci ded upon.

Option (b) of paragraph 29 is preferable. Option (a) - as
written, is strongly opposed. Surely a long service enpl oyee
who changes his status from' enpl oyee of the conpany' to

' pensi oner of the conmpany' should be enabled to retain his
sharehol ding in his retirenent.

The first sentence of paragraph 29 refers to "situations”.
Shoul d not these "situations" also include "death"?

The 'suggestions' in paragraph 31 is, in general, supported.
Shoul d consi deration be given however to the provided 'val uation
nodel ' being 'operated by' the conpany's auditor? Wuld the
conpany's auditor be classed as "an i ndependent val uer" for the
purposes of the intent of paragraph 31?2

The answer to this question nmust, it seens, depend on the exact
nature and constitution of the enployee profit sharing schenme or
simlar type schene adopted by each individual conpany.

To require '"directors to periodically consider' does not, of
Itsel f, necessarily achi eve anyt hing!

It is considered that a 'stand al one' Table G should
I ncorporate the sane provisions as Table Ain this respect.



(k) Enpl oyee shareholders, it is considered, should not -

Necessarily or automatically - be accorded special voting
Rights. It is felt inpossible to give a categoric
Recomrendati on upon the paragraph 42 options w thout prior
Know edge of the particular mninmun maxi mum'threshold |evels'
(i.e. proportions of respective enpl oyee/ non-enpl oyee
Shar ehol dings) in any particul ar case.

| trust the above coments will make a useful contribution to
your final deliberations on this docunent.

Your sincerely,

Donal d B But cher
Chai r man



