Article on the Conpanies etc (Anendnent) Bill for d obal Assets
(January 2003)

The Isle of Man proposes to introduce changes to its conpany |aw
and related legislation in the Conpanies, etc (Arendnent) Bill,
which is likely to be introduced for consideration by Tynwald (the
Island’s parlianent) in the first half of 2003.

One significant change to be made to the Conpanies Acts 1931 to
1993 arises from heightened international awareness of the threats
of terrorismas well as concerted international efforts to prevent
crimnal activity. Bearer shares have been a focus of concern
insofar as the identity of their holders is not publicly disclosed
and therefore, to increase transparency, an Isle of Man conpany’s
power to issue share warrants to bearer will be renoved. However
warrants already in issue will remain valid but nust be converted
into registered shares in order to exercise any attached rights.

| ssues of good corporate governance are very nuch to the fore in
the wake of the Enron scandal. The recent publication in the WK
of the Hi ggs’ report continues the review of the managenent of
| isted conpanies and the role of non-executive directors. The
Bill, developed by the Island’ s Financial Supervision Conm ssion
in consultation with the private sector, addresses issues of good
corporate governance, an area of prime inportance to a well-
regul ated jurisdiction. The Bill goes hand in hand with the
I sl and’ s successful introduction in 2000 of a licensing regine for
corporate service providers (‘“CSPs’’), who are responsible for the
majority of the conpanies incorporated in the Isle of Man. The
provision extending the list of prescribed qualifications in
respect of acting as the secretary of an exenpt conpany or of an
i nternational conpany to include |icensed CSPs, acknow edges the
| mport ant contribution regulation mnekes to pronoting high
st andards of good corporate governance.

When the Conpanies Registry noved to its new, nobdern premses in
2002, the public area was equi pped with conputers to enable users
to search conpany records on-line in the Registry. This facility,

which is both popular and successful, wll be extended in early
2003 to allow users access to conpany records from their own off-
site term nals. In due course, users will also be able to file
docunents renotely and a full conpany incorporation service wll
be avail able on-1line. To facilitate this future devel opnent of
the Conpanies Registry's services, the Bill wdens the power to

prescribe fornms wth particular reference to the form of
el ectroni ¢ subm ssi ons.

The Conpanies Registry's remt is to provide an efficient service
to the public, which includes ensuring that the quality of the
information held on public record neet the statutory disclosure
requirenents. The Bill addresses concerns that such informtion
m ght be out-of-date by, for exanple, introducing an obligation
for a foreign conpany registered to carry on business in the
Island to file an annual declaration, the purpose of which is to
confirmthe currency of the information held.

To encourage CSPs to follow the appropriate statutory procedure
for dissolving solvent conpanies (rather than sinply to allow the
conpanies for which they are responsible to default on their
statutory obligations as such bad practice wuld mnake the



information held on public record out-of-date), the Bill anends
the statutory procedure so that nost of the cost burden in respect
of advertising the intention to dissolve a conpany will in future
fall to the Financial Supervision Comrssion rather than, as
currently, on the conpany, or the CSP itself.



In sunmary the nore significant changes to be nade by the Bill are

Conpanles Act 1931

Prohibition on future issue of share warrants to bearer as
descri bed above.

The Fi nanci al Supervision Conmm ssion nmay attach conditions to
the use of certain conpany nanmes and issue guidance in
respect of the criteria it will apply in determning whether
a nanme is undesirable.

Instead of having to have on display and keep up to date a
conplete list of all conpanies using that address as their
regi stered office, CSPs nay display a notice stating that the
nanes are available for inspection on request

Al'l conpanies limted by guarantee (with or without a share
capital) will be required to state in their annual returns,
the nunber of guarantee nenbers and the total anount
guar ant eed.

The particulars to be included on the register of a conpany’s

directors and secretaries wll no longer require their
nationality (if not British) and business occupation,
however, —their date of birth nust be included. These

changes al so apply to the conpany’s annual return.

Clarification that, for the purposes of disclosure of
information, ‘‘official docunments’ include conmunications
sent electronically.

The procedure for the dissolution of a solvent conpany is
anended so that the conpany, having first notified each of
its directors, secretary and nenbers of its intention to
apply, need only confirm before naking the application for
dissolution that the particulars held on the public record

are up-to-date. The Financial Supervision Conm ssion wll
then be responsible for advertising the proposed dissolution
by notice on its website and in one |ocal newspaper. The
Commission will also be responsible for checking if the

Assessor of Inconme Tax, the Collector of Custons and Excise
or the Attorney General has any objection.

Power for Treasury to prescribe the activities of a foreign
conpany that shall be deened to have established a place of
business in the Isle of Man for the purpose of registration.

A foreign conpany registered in the Island will be required
to submt an annual declaration confirmng that the
particulars contained on its public record are correct and up
to date.

Conpani es Act 1974

The definition of ‘‘substantial interest’” in the shares of a
publ i c conpany has been reduced from 10 to 3 per cent.

Conpani es Act 1992



= The Financial Supervision Commssion will be required to keep
a public register of persons who are disqualified in the
Isle of Man courts fromacting as directors of conpanies.

In addition, subordinate legislation will anmend the annual returns
of Isle of Man conpanies to show whether the conpany has conplied
with its obligations to prepare and audit its accounts as required
by Isle of Man | aw.

The full text of the Bill can be viewed on the Financial
Super vi si on Commi ssion’s website http://ww. fsc.gov.im
(Publications, Forns and Docunents /Consultative Docunents).
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