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Sir Adrian Cadbury,

Chairman,

Committee on the Financial Aspects of Corporate Governance,
PO Box 443,

Moorgate Placs,

LONDON EC2P 2EJ. 1 Octcher 19351
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SERVICE CONTRACTS FOR DIRECTORS

As a private shareshnolder, I have become concerned about
Service Contracts granted to Directors without shareholder
knowledge or prior approval, kecause I consider them - in
nearly all casas -~ not to be in the interests of
shareholders. I expressed this concern publicly at the
3torehousa ACGM, as you can see from the eanclosed press
cliprpings.,

As a shareholder in Parrish Plc., I have just received thes
Recommendad Offer from the East of Scotland Industrial
Investments Ple., to acauire the whole shars capital of
Parrish Plc. As vou may kncw, the shares crashed in
September 19%0 and are no longer qucted. I have lost my
investment, as the cffer to shareholdars is a derisory penny
per shars.

I an disgusted to read in the Dffer document (page 34) that
two Parrish Directors signed Z-~year Service Agreements on 2nd
July 199¢, providing annual remuneration of £5C,000, subject
to upward annual reviaw. Sharesholders were not consulted.
On 24th 3September 1590, the majority of the businsss of
Parrish Stockbrokers was sold to Gerrard Vivian Gray Ltd.
There was little left to manage.

The QOffer document states that, in the event that the Ctfer
becomes unconditiconal, the 3Service Contracts will be
terminated, and Farrish will pay each £7£,000 as compensation
for early termination. In addition, the directors will ke
given their cars. It is hardly surprising that bkoth

irecters gave irrevocable undertakings to accept the ESII
ffer.

O O«

Az I see it, these 3Service Agreesments have needlessly cost
Parrish shareholders about £3200,000. The COffer values the
total value of Parrish shares at £912,000 {Page &). Without
these fervics Agreaments, the coffer to Parrish Sharehcolders



should have been about 20% higher.

I consider that the directors of Parrish Plc have behaved
cutrageously, in the circumstances, towards the shareholiders
of Parrish Plc. When they clearlyv knew that the busineszss was
abcout to collapse, they secrstly granted themselves 3Z-year
Service Agreements. After such action, I gquestion whether
thay are f£it perscns to be directeors of a company gucoted on
the Stock Exchange.

CONCLUSION

May I recommend to yvour Committee that they examine carefully
the whole question of Service Agreements for Directors and
cther senicor executives. As a shareholder, mny proposals
would be:-

1. That Service Contracts should oniy be granted, without
rrior sharehclder approval, to those whe are not already
employees of the company, where such Service Contracts are
considered necessary Lo attract the senior executives to
join the company, and

2. that any other Service Contract for an existing employee
ghouid alwavs have prior ghareholder approval at a General
Meeting.
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