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10 DOWNING STREET

From the Principal Private Secretary 17 March 1989

BROADCASTING WHITE PAPER

The Prime Minister has seen your letter
to me of 15 March and was grateful for the
explanation of the way in which Lord Buxton's
concerns can ba mat.

Andrew Turnbull

Miss Catherine Bannister
Home Office
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Philip Mawer fpﬂfe to you on 13 Februoary about the point raised by
Lord Buxtom with the Prime Minister on the Broadcasting White Paper's

proposal to allocate independent television contracts by competitive tender.

We asked the Department of Trade & Industry to make enguirles of Ehe
stock EXchange ms a matter of urgency, A copy of the letter from the Stock
Exchange is attached for informatiom. In summary:

(i) if the bid is a revenue bid (expressed in yearly
amounts and shown in the profit and loss accounta)
it would fall outeide the Stock Exchange reguire-
ments for shareholders to be informed;

if the bild is a capital bid (i.ea, a fixed sum) then

(a) if it were less than 15% of the company's
saeets or net profite it would net Fall
within the terms of a Clasa 1 bid;

if it were 15% or more but lessz than 25%
of the company's assets or net proflits it
would ke & Class 1 bid, but the require-
mént to mnotlfy shareholders would apply
enly if the bid were successful. In other
worda, the bid could be eonfidential, and
declared teo sharcholders omly If it were
succeaaful;

if it were 25X of more of the company's
gggets or nmet profits it would be a Major
Clasa 1 Bid requiring sharehalders teo he
informed, But there are other ways around
this:

(1) the GStock Exchange, though unlikely
to grant & gensral walver, might be
willing to grant a specific walver on
requeat., There is & precedent. for
dolng this on the grounds that
phareholders' iInterests would other-
wige be damaged:




(11} the company could seek shareholders’
approval In advance to waive their
right to an EGM to allow a bid to be

made In confidence,

Thue the baalc mesmage from the S5tock Exchange 1s that the problem
in mind

raised by Lord Buxton is mnot insuperable; but we will need to bear
the Stock Exchange rules in further work on the tender procega, and to

coneult further with them at an appropriate stage.
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MISS C J BANNISTER

Andrew Turmbull, Esq.
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Our Rel: OQ/RAGML.S54/A0 6th March 1989

IRIVATE & CONTIDENTIAL

L.B. Green, Eeq,,

Financlal Servicea Division,
Department of Trade and Industry,
10=14 Victorla Street,

Loepdon, SW1H ﬂﬂﬂ.

Daar Sirs,

Thank you for your letter of 10th Fabrusry 1989 addressed to
Kefth Walmsley which hes been passed to ma for attention. We
have discussed within the Quotalleons Department the problem ralsed
In your letter and I set out below some Inltlal views on the
mattar,

In the firat place, it ls not immedlately clear that the
proposed Llds would be subject to the provisions eof Sectlon § of
the "Admisslon of Securltles to LIsting". That sectlon covars
cranzactions of a caplial nalure and specillcally excludes
transactlions ef o revenue nature and transactions by Investmant
deallng companiass In the ordlnary course of thelr buslness. Prima
focle, Llerelfors, the proposed tendera wlill only be saught by
Sectlon & If they Llovelve the paymsut of amounts which will be
treatod as capltal payments., [lowaver, on the assumptlon that they
de fnvolve capital transacillons, Lhelr treatment under Secllon §
would vary acecordlag to the size of the transactions.

1f o transactlon L[s desmed to be Cleass I or smaller, the
bidding liated company will be required to publlsh an announcement
ar geld a olreular eo sharsholders In the evant that Jets bld s
avcapted. There would, however, be no breach of commercial
gonfidantiallity since there [z no requirement to publlsh any
{nformatlion uvntll the outcone of the bld s known. If the
transactlon Ls Major Class T, the successful bldding company will
ot only be regqulred to send a circular to sharsholders when [t
konows Lhal lts bLld has been accepted but will also normally be
regulired Lo make Liy Uld subfect Lo prlor sharveholder approval .
Cbviously the regulrement to make a hid subject te prilor
gharvreholder approval - and thus to tonder condltlionally - may
]_;|1.H.-".|-| Ligw bldder at & disadvantegs ta oathear bladders not eub fesa%
the same restrictlon and might =ven make the teema of a bid
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unaccgptuhlh to the ITE. To address tha problem, I do mot think It
would hea desirable to glive a hlanket walver [n advance of the
relavant llstlng rules, In slmllar sltustions, auch as those whieh
frequently arlse lo the oll and gas Industry, companles may apply
to the Committen on Quotations for a walver of the requlrement for
prior shareholder approval and such applleations wlll normally be
sympathetiuully recelved 1Y the applicant can demonstrata that ths
grant of a walver will be slgnlflcently to shareholders'

advantage.

In thls partlculer case, an mpplication might wall be viewed
more sympathetically Iif a company 1s simply Llddlng to retaln an
exlsting franchise and, conversely, less so If It has no previous
gxperlience 83 a television company. ARy appllication would
probably be agsisied LT the ITC were to make known that 1t would
nol Le prepared to accept condltional bids at all.

¥f the abové procedures are for some reason nob acceptabls,

one [urther posslbllity‘might be for a company to announce its
intenllon to bld te Ltas sharsholders and ask them, in general
meovlng, o fovmally walve, without knowlng the proaposed tercrms of
the hid, the regulremest for further sharsholder approval, It
would appear utnllkesly that any companty could show that 1t was
geriously dlisadvantaged slnply by having to publiszh tha fact that
it Intanded to bld.

Thare are, Lherefors, & numbar of potentliael sclutieonse to tha
provlem., If you do have any guerias er require further
informatlion, please do pot hesllale 10 coptact me. Finally,

1 ghould perhape mentlion that the treatment outlined abova ralatas
speclllcally to llsted companles. 1f any USM company chose to
make 4 bid, 1t would be mccorded simllar treatmant, although the
class test thresholds would Jdiffer sumewhal.

Yaurs falithfully,

&Zﬂ-h-({{,{

B.A.G. Millar
Sanretary to the Commlttesa







