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GUERNSEY BAR EXAMINATION 

9.30AM, 1 May 2015 

PAPER FIVE 

CORPORATE AND FINANCIAL SERVICES LAW 

THREE HOURS 

CANDIDATES ARE REQUIRED TO ANSWER ALL QUESTIONS. 

THE MARKS AVAILABLE FOR EACH ARE SHOWN.  NOT ALL QUESTIONS CARRY 

EQUAL MARKS. 

PLEASE WRITE LEGIBLY AND ENSURE THAT YOU ANSWER EACH QUESTION ON A 

SEPARATE SHEET OF PAPER.  PLEASE WRITE ON ONE SIDE OF THE PAPER ONLY 

AND LABEL EACH SHEET CLEARLY WITH: 

 NAME OF PAPER  

 CANDIDATE LETTER 

 QUESTION NUMBER 

 PART NUMBER OF THE QUESTION (if applicable) 

MATERIAL PROVIDED: 

1. The Companies (Guernsey) Law, 2008 (As Amended) (Consolidated Text) 

2. The Companies (Transitional Provisions) Regulations, 2008 

3. The Companies (Transitional Provisions) (No. 2) Regulations, 2008 

4. The Companies (Transitional Provisions) (No. 3) Regulations, 2008 

5. The Companies (Transitional Provisions) (Amendment) Regulations, 2009 

6. The Companies (Transitional Provisions) (Amendment) Regulations, 2011 

7. The Companies (Transitional Provisions) (Amendment) Regulations, 2012 

8. The Companies (Transitional Provisions) (Amendment) Regulations, 2013 

9. The Companies (Financial Assistance) Regulations, 2008 

10. The Companies (Beneficial Ownership) Regulations, 2008 

11. The Companies (Recognised Stock Exchanges) Regulations, 2009 

12. The Companies (Audit Exemption) Regulations, 2008 



 

401066.2 

 

13. The Banking Supervision (Bailiwick of Guernsey) Law, 1994 (consolidated 

text) 

14. The Protection of Investors (Bailiwick of Guernsey) Law, 1987 (consolidated 

text) 

15. The Security Interests (Guernsey) Law, 1993 (consolidated text) 

16. The Trusts (Guernsey) Law, 2007 (consolidated text) 

17. The Foundations (Guernsey) Law, 2012 

18. The Competition (Guernsey) (Ordinance), 2012 

19. The Competition (Prescribed Mergers and Acquisitions) (Guernsey) 

Regulations, 2012 
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QUESTION 1                      (30 marks) 

You are telephoned by Gary Clark Jnr, a Guernsey resident billionaire and a major 

shareholder in Cheap Sports PLC ("Cheap Sports"), the UK listed sporting goods retailer. 

He tells you that he has had an approach from Stevie Ray Vaughan, the Chairman of 

Guernsey FC Limited ("Guernsey FC") a Guernsey registered company requesting financial 

support. 

You are aware that since its meteoric rise to premier league status, Guernsey FC has faced 

tough times after winning the F.A. Cup.  It has been relegated to Division 2 after it was 

discovered that its two South American strikers, Ricardo Collasi and Mac Manio, had been 

taking performance enhancing drugs.  The club's defence that the drugs did not, in fact, 

improve performance was not accepted by the Premier or Football Leagues.  Its talismanic 

Captain Kirkinho who scored the winning goal in the F.A. Cup Final against Manchester 

United was transferred to Liverpool FC in an attempt to balance the books. 

As a result, the major sponsor, Sight Savers Plc, has terminated its sponsorship agreement 

with Guernsey FC and attendances have plummeted.  Guernsey FC is losing £5,000 per 

week. 

Gary's accountant has undertaken some due diligence which he summarises as follows: 

 Guernsey FC will not be able to pay its creditors at the end of the month; 

 an "investment" of £5,000,000 is required to secure Guernsey FC's future; 

 the assets of Guernsey FC comprise: 

o a licence from the States of Guernsey to occupy the stadium, Footy Lane; 

o a debt due from Liverpool FC of £2,500,000, being the final instalment of the 

transfer fee for Kirkinho, the veteran footballer; 

o a real property operated as a training facility near Footy Lane; 

o the image rights of Collasi, Mac Manio and Kirkinho; and 

o a solid gold replica F.A. Cup with a scrap value of £200,000. 
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Gary has struck a deal with Stevie, the basis of which is as follows: 

 Cheap Sports will acquire 50 per cent. of the share capital of Guernsey FC by 

investing £2,500,000 in Guernsey FC; 

 Cheap Sports will lend £2,500,000 for a term of 5 years at an interest rate of 3 per 

cent. above Blues Brothers Bank plc base rate, to be secured over available assets; 

 two nominees of Cheap Sports will be appointed to the board of directors of 

Guernsey FC with immediate effect but will resign if the deal is not completed; 

 the remaining directors of Guernsey FC will sign personal undertakings addressed to 

Gary that they will not enter into any agreements or obligations or incur any debts on 

behalf of Guernsey FC without the written consent of Gary; and 

 Footy Lane will, on completion of the deal, change its name to "the Cheapo 

Stadium". 

(a) Briefly explain the documents you will need to draft to effect the transaction and what 

you would include to protect Gary's position in any document relating to the 

investment in the share capital of Guernsey FC.      (5 marks) 

(b) What assets of Guernsey FC are available as security for the loan?   (4 marks) 

(c) Draft a clause granting security over the debt due from Liverpool FC.   (4 marks) 

(d) What risks (if any) do the two directors and Gary face on the immediate changes to 

the Board?            (3 marks) 

(e) The Board are concerned that if the deal does not proceed by the end of the month 

the company will be in severe financial difficulty, what would you suggest the Board 

of Guernsey FC make preparations for?       (4 marks) 
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Gary telephones you to seek your further advice. He hopes to use his Guernsey law 

discretionary trust; the Clark Trust, to provide the loan to Guernsey F.C. and possibly make 

an investment in the share capital of Guernsey F.C. He also tells you that some of the 

shareholders of Guernsey F.C. are against the proposal; one shareholder, Al Lowe, had 

apparently been quoted in the Guernsey Press as saying "I'd rather the club went bust than 

us being associated with Cheap Sports" 

(f)  He asks you whether the trustees should have a problem with the proposal and 

whether anything can be done to deal with their concerns.     (4 marks) 

(g) Is there any way of ensuring that the deal proceeds despite the opposition? (6 marks) 
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QUESTION 2            (30 marks) 

Joe Bonamassa of Schofield Corporate Advisory Limited (a corporate financier) meets with 

you. 

He explains that he has brokered a deal for the merger of two Guernsey companies; Burns 

Limited ("Burns"), which is the holding company of two Guernsey registered companies; 

Burns Fiduciaries Limited and Burns Investments Limited, and Satriani Bank Limited 

("Satriani Bank") which provides banking, fiduciary and investment services itself and 

through Jersey registered companies. 

He says the merger, which will be effected by the issuance of shares to the shareholders of 

Burns by Satriani Bank, will create the largest corporate and fiduciary service provider and 

the third largest fund administrator in Guernsey.   

The Board will appoint two new directors, Joe himself and Duane Allman. 

Joe explains that the transaction must be completed within 7 days as he needs to be able to 

book his commission by the end of the month as that is Schofield's year end and he will not 

otherwise receive his bonus this year. 

(a) Explain to Joe why it is unlikely that the merger will be completed within the timescale 

suggested.            (4 marks) 

(b) Having explained to Joe what is required to complete the merger, Joe is not happy.  

He rings the next day to say that, having checked with the Finance Director of 

Schofield, provided a Merger or Sale and Purchase Agreement is signed, subject to 

conditions, his bonus will be treated as payable in respect of Schofield's current 

financial year. 

 Draft a clause for the Merger or Sale and Purchase dealing with the conditions which 

need to be satisfied before completion can take place.     (5 marks) 

(c) Joe telephones you again.  He tells you that due diligence on Burns Fiduciaries 

Limited has revealed it administers a number of Guernsey foundations and that 

Burns Investments administers two limited liability partnerships. 

 He says he is unfamiliar with these vehicles. 

 Draft a memorandum to Joe explaining what foundations and limited liability 

partnerships are.         (12 marks) 
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(d) On the day before the Merger Agreement is signed, Joe telephones you in a panic.  

He forgot to tell you that "in order to get the shareholder percentages right", Satriani 

Bank must declare a dividend to its shareholders. 

 Explain what needs to be done to declare and pay the dividend.    (4 marks) 

(e) The Merger Agreement is successfully completed.  A year later, you are telephoned 

by Joe who tells you that it is proposed to rationalise the corporate and fiduciary side 

of the merged business in the Channel Islands.  Satriani Bank has a large office in 

Jersey and he wants to move the business there and reduce the number of corporate 

entities in Guernsey. 

Have you any suggestions as how best to achieve this and are there any issues you 

will need to consider?          (5 marks)
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QUESTION 3            (20 marks) 

You are contacted by Danny Bryant of WC Clarke Investments Limited, a recently formed 

investment company based in London. He and two other colleagues have finished gardening 

leave, having resigned as investment managers from a major investment bank. Danny 

further explains that he and his two colleagues are experts in different asset classes which 

may be attractive to different types of investors.  They are looking to launch their first ever 

fund and have been assured that at least ten institutional investors will provide seed capital. 

(a) Explain to Danny what legal structures are available in Guernsey (briefly explaining 

any advantages/disadvantages of each structure) and provide him with your 

suggestion(s) for appropriate vehicle(s).       (4 marks) 

(b) Explain the regulatory processes to obtain approval or authorisation of the chosen 

vehicle.            (4 marks) 

(c) Explain to him when is a trustee or a custodian required of the assets of a fund?  

What are their duties and responsibilities?       (4 marks) 

(d) Danny tells you they have approached a "heavy hitter", the American investor, Doyle 

Bramhall II, to act as Chairman of the new vehicle. Danny says that Mr Bramhall 

requires a note on his duties and responsibilities as a director and of any relevant 

codes of practice applicable to boards of directors of Guernsey companies.  Draft a 

note.             (8 marks) 
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QUESTION 4            (20 marks) 

(a) What does a captive insurance company do and who, generally, runs it?   (4 marks) 

(b) What is FATCA and what are its implications for Guernsey Financial Services 

businesses?            (4 marks) 

(c) What is a RAT and what are its tax implications?      (4 marks) 

(d) Not all "banks" require a licence in Guernsey. Explain when a licence is required.  In 

circumstances where a licence is required, could any other laws or regulations be 

relevant?            (4 marks) 

4.5 What is/are the "droit de discussion" and the "droit division" and what are the drafting 

implications?            (4 marks) 

 

 


