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Ms Gloria Goldenlay MIMgt reported her doubts about the takeover of  Somerfield plc by Violet Investment, pointing out that Directors, while ‘recommending’ acceptance had arranged for themselves to be exempt from the subsequent confiscation of shares.





Ms Goldenlay wishes me to report that Somerfield company secretary says that the directors are exempt from the provision of same treatment for all because they ‘remain financially involved’ in the company.  He quotes the aforementioned privision as dictated by the City Code on Takeovers and Mergers rather than the l985 Companies Act which Ms Goldenlay asserts is reponsible for this provision.





The argument is presumably that the directors or some of them get various shares as perks the terms of award of which and possession of which are supposed to motivate them to act in the best interests of the company ,or even the ultimate holders of the remaining shares (as opposed to Fund Managers) rather than, in the short term, themselves and that they continue to do so after the remaining shareholders are kicked out.  They thus remain holders of the perks shares and options and their incentive to serve the company is not interrupted.





Ms Goldenlay reserves her opinion on this matter further than that she has said a great deal proviously, that the objective appears not to be achieved and that it has not been made clear how the shareholders are protected from unfavourable bids, recommended by '‘independent’ directors, supported by Fund Managers, to the detriment of the shareholders.











                                                    Best Wishes,





                                                     


                                                    Roland Graf
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