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Dear Mr Gilbert, 

 
Thank you for your letter of May 6 addressed to Chaucer shareholders.  Although I have yet to receive and 

consider the full terms and conditions of the proposed acquisition, I regret having to inform you that I am 

currently unpersuaded that this is in the interest of all shareholders. 
 

At the end of your letter, you state, in bold type, “It is important that all shareholders have the 

opportunity to consider the Scheme and record their vote.”  This is of course an admirable sentiment, 

but as I trust you are aware it is not going to happen.  The reason it’s not going to happen is that you’ve 
chosen to co-operate with Hanover in proposing a scheme of arrangement under Part 26 of the Companies 

Act, instead of supporting it in an ordinary take-over bid under Part 28. 

 
The use of Part 26 to give effect to take-overs is increasingly common.  In my opinion this is an abuse of 

the Act’s intentions, but I’m sure you’ve been advised by the company’s lawyers that it’s perfectly 

appropriate.  (It also saves Hanover a chunk of stamp duty, of course, but that’s another matter.)  What the 
lawyers may not have told you is that the use of Part 26 effectively disenfranchises all those who hold 

their shares in nominee accounts; this is because they’re regarded in law as no more than beneficial 

owners, entitled to the proceeds after the shares have been acquired but with no right to vote upon the 

matter. 
 

What the lawyers may not have told you is that this is particularly advantageous to those who want to see 

this go through – including the Chaucer directors who I see have less than 1.5% of the equity – because it 
substantially reduces the prospect of the acquisition being rejected and enables the acquirer to mop up the 

full 100% of the equity without any minimum participation in the vote.  This is unlike a take-over under 

Part 28, which requires an acquirer to obtain the explicit consent of those holding 90% of the equity before 
it can compulsorily acquire the rest.  Please do not allow the lawyers to persuade you otherwise:  I sat in 

front of a High Court judge in a previous instance, having challenged a scheme of arrangement because of 

the low participation, only to be told that a legal precedent means that there is absolutely no minimum 

participation requirement (I’m aware of one which went through with less than 5%). 
 

Chaucer’s investors whose shares are held in nominee accounts, quite possibly because HMRC requires 

this for ISAs and SIPPS, are, with only a few exceptions, unlikely even to hear about the take-over until it 
has been concluded, let alone be invited to vote upon the proposed acquisition of their shares.  Where is 

the justice in that?  If your sentence quoted above truly represents your desire, then I urge you either to 

withdraw support for the scheme of arrangement, or find ways to force nominee account providers to 

enfranchise their clients. 
 

Yours sincerely, 

 
 

 

Eric Chalker 

 

PS  I also happen to be a director of the UK Shareholders’ Association, which is increasingly 

concerned about this use of Part 26. 


