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PREFACE

This book takes the form of an extended case study which is based on the following
scenario. It is structured around a series of questions which might be asked by
people involved in the running of a company. The book is essentially aimed at the
layman. For this reason technical references in the text are deliberately avoided.

The scenario

Happy Families (Hairbands) Ltd is a long established family company engaged in
the manufacture of hairbands. It was established twenty-five years ago by Mr and
Mrs Parent who remain still active within the company, although they are now
approaching retirement age and intend to cease work altogether in five years’ time.
The company has a nominal share capital of 5,000 £1 shares of which 4,000 shares
have been issued. Mr and Mrs Parent each holds 1,000 shares within the company
and they are both directors. Two of their unmarried adult children, known within
the company as Mr Son and Miss Daughter, work full time for the company, are
also directors, and again each owns 1,000 shares. Mr Outsider has worked for the
company for five years. He gets on extremely well with the family and has recently
been invited to become the company’s fifth director. On joining the board,
Mr Outsider will buy 1,000 shares in the company for a total price of £10,000.

Mr and Mrs Parent have a third child, known within the company as Mr Third. He
is 19 years old and, having suffered from learning difficulties since birth, is
incapable of participating in the running of Happy Families (Hairbands) Ltd, still
less being a director. He is, however, extremely good at servicing and repairing
small lawnmowers. With the help of Miss Daughter he runs a small business from
a shed located on the premises of Happy Families (Hairbands) Ltd.

Happy Families (Hairbands) Ltd owns the premises from which it trades. The
value of these premises is about £100,000 freehold.

The company name used is a fictional company and is used only as an illustrative
example for the purposes of the Guide.

Mike Griffiths
November 2014
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