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IPO Process
PRE LISTING PREPARATION TIME FRAME
3-8 months 2 months 1 month Subrnission Distribution of shares Listing
Before Submission * Before Submission  Before Subdssion and & prroval to the publc **

2 months
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Frepare financial
staternents in line with
Thai Accounting .
: Subrmit a
standards (appoint . - Foad shows A fer market
certified anditors CDI.WEH to Estah_hsh 8 Listing and public- activities.
approved by the SEC at public Lmniled provident Application relations Reporti
P v comparny status fund and Filing to B porting
least one year prior to the SEC ¥ om | .
preparing andited
financial statervent as
required by the SEC)
[HE PATHS TO LISTING: IPO a ‘_,p —
[ Short-term sieps Medium-term sieps Long-term Tmenis
+ bLppoints advisers (financial adwiser, auditor, | « Finalize strocture = Conduct IPO
VS R I O legal and tax); +  HMegotiate with parties + List om SET or WAL
* Develop strustwring plan; and + Complete + Post market support (very
+  Determine implementation plan. - Dme Diligence process important)
- PO Application, Filing and Prospectus - Research support
- Information IMemorandum - Nlarketing support

Notes: *All depends on when the Company can provide required information and the prevailing market condltions. 4
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Reverse takeovers
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Reverse Mergers as Cross-border
regulatory arbitrage?

* The U.S. Public Company KNOWLEDGE = WHARTON
Accounting Oversight Board i
(PCAOB) reports that between Finance
2007 and 2011 over 150 Chinese Reverse Mergers: Cross-border Regulation or Cold War
companies, worth $12.8 billion, ot
entered U.S. markets through
RMs (compared to only 50
Chinese firms that filed for IPOs
over this time period).

TSE vs OSE: Strategic consolidation

The JapanTimes
NEWS

NEWS OPINION UFE COMMUNITY CULTURE

NATIONAL  ASIAPACIFIC  BUSINESS  WORLD  REFERENCE  COLUMNS ML

TSE merger with Osaka bourse up, running

The Tokyo and Osaka bourses integrated the trading of shares Tuesday
Tokyo Stock Exch:
of listed companies.

ge, making it the world's third-largest exchange by number

e this
and the O

Japan Exchange Group Ing

r through the merger of the
a Securities Exchange, aims to RIS

operating companies of the T:
attract more foreign funds by boosting trading efficiency through the
integration to meet fierce international competition,

i JaiH . Ry . BUSINESS
“Now I can breathe a little easier,” TSE President Akira Kiyota said at the st

of trading, which went off without a hitch and saw the Nikkei 225 stock average

® Spending
consumer pr

ASX and availability of shells

r 4, R - 9
SHELL BE RIGHT Why do a reverse takeover?

Recent and proposed back-door lstings

Proposed Frevious o
New entily Ticker Activity raiaing $m Shell activiy
LionHab Chinese et .
Group PR preperty i st asiical For technolegy firm Bulletproof, it made perfect sense
el G DOC {Blcoing L Macro ey Ol explaration to use a mining company's shell to list rather than do an
Sandon Listed Global Resourcrs.
Capital D0 | vetment company | Mining Imvests investmens IPO.
i ey AOM v 24| Aoy cpugn emes) EEAC G- EEER e B e
Zipted SKL  SIM cands 5 Skywans Nickel exploration marunn Bowe § Maors s pasmesoss
Ecopropg CKK  Fracking proppants. | §3 Coretrack Drilling
Rexy Casino CAQ |Cambodian casinos | $0 Cell aquacubture | Barramundi farming :;:_"'_"I"_””"f “'“j:“_' ‘-f“_m"'d_
e AUV Anticounterfeiting | $3-6 AUV Enterprises | Sapphire exploration w‘:;:::;::': 1=:l;|“ sords to
Dairy Farm Diairy . APA Fin Portfolio |
Ievestrments APA Earmirg o Serviom administration ﬁ:‘"’l““'! doing 2 "“_‘E”m Takacver
Future Generation Charity listed P—— Airport of a mining company
Irvestment Furd | % investment company . Indra Fund ownershiip

While there has been a 101 of focus
on inftial pubic oMeErngs in the

Source: The Australian Business
. Freetancer.com, the founders of

Review: JU'y 2014 Bulletproof Networks opted 1o list
on the Australian Securities
Exchange via a reverse takeover of
mining company Spencer
Resources nstéad.
The company is now on the ASX
with the licker BPF, opening on
Thursday at S0 and faling 1o 41¢
by 11am

Anthorry
oo about T

RTO in Thailand
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The cost of Thai IPO vs RTO

IPOs RTOs

The cost of Thai IPO 4-5% of « Never documented
funds raised.(Source: CMRI,
Stock Exchange of Thailand)

First day price performance of
IPO approx 29% ranging
between 200% and -47%
between 2001-2014. (Source:
Chantarasiri 2015)

IPOs RTOs
Using IPOs between 2002- * Undocumented
2005, 10 out of 93 firms posted
NC status.

Post listing performance IPOs vs RTOs on SET

The probability of becoming
delisted increases
considerably after year 6 of
listing.

Source: Saengow (2015)
Survival of IPOs in Thailand

Why a separating equilibrium may not
always explain motivation:

Consider a Myers & Majluf (1984) type model:
Set up

There are 3 periods t =0,1,2

Agents are risk neutral

Each firm has assets worth AO

There are two types of firms H,L

Let & = probability firm will have profitable projects att =2 and 6H >
SL

Knowing its type, if firm choose IPO at t =1 it can implement project
immediately when pj becomes available at t =2 and earn Al. If firm
chose RTO at t =1, and pj becomes available att =2, it will have to
complete seasoned offering at t=2 and earn only A2
Ai—1>0forl=1,2

Cipo > CrT0: Cipo < Al —1land Crro + Cseo < A2 - |

~ A separating equilibrium model

T=0 T=1 T=2

Nature moves and draw & Knowing its type, firm choose Uncertainty about project resolved. H type
an IPO to raise | if high type,
and RTO if low type where

no proceeds are received.

Firm has assets worth A0 firms has resources to take project and earn

A1, else it keeps IPO proceeds.
L type firms issues equity if project is
available and generates A2, else it will

loose with the RTO costs incurred t =1.




— A separating equilibrium model

» Expected value of old shareholders of high type firm;
v (5v IPO )= (1_ % po )(Ao —Cipo +0uA + (1_ Oy )I)

» Expected value of old shareholders of low type firms;
V(5v RTO): (1_ 5L)(A) _CRTO)+ 5L(A) _CRTO _CSEO + Az =1 )(1_055Eo)
=A —Cgro +5L(A2 =1 _CSEO)(l_aSEO)

« For separating egm, it must be that: V(8,,1PO)>V(5,,,RTO)

V(5,,RTO)>V(s,,1PO)

» Can we achieve this?
(1_aIPOXAb —Cieo +6HA1+(1_5H)| )> (A =Coro )+ 01 (A = 1 = Ceo 1 o)

(l_aIPO)(A) —Cipo + LA +(1_5L)| )< (A = Crro)+ 8. (A = 1 = Ceo JL - e
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¢ Memorandum of Understanding, Minutes of shareholder meetings, Sale
purchase agreement (SPA)

« Independent financial advisor report (IFA)
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— Gleason et al. (2005) Adjei, Cyree, and Walker (2005) waz Floros and Shastri
(2009) Carpentier, Cumming, and Suret (2009)
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IPO vs RTO
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8 October 2014
From Perennial China Retail Trust
and St. James Holdings,

To Perennial Real Estate Holdings

Three is not crowd!
SINGAPORE | Real Estate | EVENT & SITE VISIT

What is the deal?

* 5t James Holdings to reverse take-over (RTO) Perennial Real Estate Holdings
Ltd (PREH), offering existing shareholders of 5t. James the chance to exit its
present loss making nightlife business and instead own a burgeoning Real
Estate empire in China and SG.

o Immediately post RTO (27" Oct), St. James will be renamed Perennial Real
Estate Holdings Ltd, and PREH will then launch a Voluntary Offer (VO) for
Perennial China Retail Trust (PCRT), to merge both entities via a share swap.

a)

ﬁ?ﬁ]ﬁh\ﬂﬁﬁ!ﬂﬂﬂ"ﬁﬁ’ﬁ']ﬁlﬂ"ﬁ

Meaningful synergies between the principal business activities of the Radiance
Group and the GIHL Group

The Radiance Group provides specialist electronics manufacturing services ("EMS")
to customers who are original equipment manufacturers or original design
manufacturers of products in the satellite communications, computer peripherals,
medical and consumer electronics industries. On the other hand, the GIHL Group,
through research, development and design activities, is one of the largest suppliers of
satellite and television peripherals in the world. The GIHL Group has had a significant
trading relationship with the Radiance Group over many years and had contracted the
Radiance Group to provide services for a value of approximately S$40 million in
2010,
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Famlhlf CAR SCAR tcar tscar

Mou

(-1,1) 0.096 2.053 211" 1.63

(-5.5) 0.191 1.720 231" 213

(0,10) 0.123 1.441 1.61 1.59

(-10.0) 0.078 0.777 1.44 203"
ny CAR SCAR tcar tscar
MOU date
{-1,1) 0.036 0.709 1.39 1.23
(-5,5) 0.058 1.138 117 1.96
(0.10) 0.027 0.645 0.60 1.02
{-10,0) 0.137 0.863 2.18° 1.93
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Post-MOU investment value of Singapore RTO
portfolio
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Post-MOU investment value of Thai RTO portfolio

Post IPO investment value of Thai firms

ANLARENANDULNBELEN daninaInAlafglanauLnwdzanaaimnain (buy and hold

abnormal return, BHAR) anevasn1susenAginsss RTO uaz IPO

FamTuf 1 Rau 3 1Aeu 6 lAau 12 ey

MOouU

BHAR 0.083 -0.064 -0.048 -0.140

t-stat 0.93 -0.67 -0.42 -1.06

EGM

BHAR -0.052 -0.156 -0.235 -0.334

t-stat -1.11 -2.47" -2 86" -2 .84

Completion

BHAR -0.175 -0.260 -0.330 0417

t-stat -3.10*" -4 15" -4 17 -4.02""

IPO

BHAR 0.231 0.194 0.108 -0.019
t-stat 457 3.g2" 228" -0.39

AaRgHNaRaULNUEZEN dauinaInAafelanauwnwEzaNgainain (buy and hold

abnormal return, BHAR) anenasn1susenirAgsnssa RTO uaz IPO

ny 1ty 3 iHeu 6 Ry 12 #au
MOu

BHAR 0.013 0.189 0.126 0.366
t-stat 0.28 0.84 0.53 1.05
EGM

BHAR 0.097 0.095 0.932 1.083
t-stat 1.02 1.39 1.68 0.77
Completion

BHAR 0.032 -0.062 1.800 0.082
t-stat 0.74 -1.43 1.56 0.66
PO

BHAR -0.012 -0.010 -0.025 -0.010
t-stat -0.39 0.28 -0.63 -0.16

tfa9ga1nunszay BHAR

Table 6 Determinants of BHARs

This table reports the coefficients from three OLS models with white corrected t-statistics. The
dependent variable is BHARs of 47 RTO sample firms from Singapore and Thai exchanges. Relative deal
size is computed from deal size divided by listed firms' assets in pre-MOU year. Premium is pre-
consolidation issue price relative to 3-month pre-MOU value weighted average unadjusted closing price
(VWAP) of listed firm. Percentage changes in return on assets (ROA) and net profit margin (NPM) is iss
change over one year from MOU. Turnover is computed from average annual turnover (number of
shares traded/total number of shares outstanding).

Model 1 Model 2 Model 3
Estimate  t-value Estimate  t-value E t-value

Relative deal size -0.0239 -2.63** -0.0203 -2.65*** -0.0209 -2.94%**
Premium -0.0387 -0.64 -0.0352 -0.52 0.0159 0.22
%Chg. Book Equity -0.0049 -6.03*** -0.0048 -3.47*** -0.0037 -2.49%*
%Chg. ROA -0.0242 -0.27  -0.1001 -0.91
%Chg. NPM -0.0326 -0.29 0.0928 0.51
InTurnover 0.1283 2.06**
Distress 0.0706 0.31
AdjRsq 0.1892 0.1429 0.2452

Pr>F 0.0376 0.1203 0.0598

Note: **, and *** denotes statistical significance at 5% and 1% confidence.
Source: Pavabutr,P. 2017. White Knights or Machiavellians? Understanding the

Motivation for reverse takeovers in Singapore and Thailand
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Faalls %Turnover % BAS % Free float Ty Y Tumaover % BAS % Free float

riaw 1 1hau 0.31% 15.24% 47.36% e ey 3.01% 0.71% 62.51%
Mas 1 iFau 1.01% 7.23% 45.01% wi 1 iReu 0.98% 0.80% 79.87%
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t-stat #is-rigu 2.70™ 1147 -1.86 t-stat wid-rigu 6347 1.82 13.38"
riaw 6 Lheu 0.32% 17.16% 50.46% rieu 6 Weu 3.04% 1.01% 61.64%
WAQ 6 Lhan 0.44% 7.83% 49.19% Wi 6 WRau 0.96% 1.01% 81.53%
t-stat #a3-riaw 239 -17.33" -1.63 t-stat wia-riau -7.39" 0.05 16.88"
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FIUN 6

ﬂ?ﬂ ILazdaLldua LLH%‘VI']\‘I‘NI‘EIU'IEI

Y o a/

dadnmlunsasulunainnulne

e o

o PBINAGIUININARDILAZUUIAUDIRANNINENYIN LA NS
NITNUVBITIANTHUT

- miasnuluamanannindsrulngnnnmaamulasass
pasinasmulildrunasmuniainamusniii

fin: wudien anyas lassmadabriauaduazngdnssumauiminamusasdiananamu aniuisuiie
AaAN® 2555

Charoenrook A., and Pavabutr, P., A window into Thai mutual fund managers’ perception and decision making
process, Forthcoming issue September 2017, Pacific Basin Financial Markets and Policies,
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Further readings

» Pavabutr, P. 2017. White Knights or
Machiavellians? Understanding the motivation
for reverse takeovers in Singapore and
Thailand.

* Available on www.arx.cfa

Abstract

We analyze the characteristics, return, and financial performance of 47 RTO sample firms in Singapore
and Thailand between 2007-2015. Given the existing regulatory screens imposed by Singapore and Thai
exchanges, we cannot find evidence that firms choosing to list via RTOs signals a separating equilibrium
of low type firms seeking a listing short-cut. We argue that RTOs should not be evaluated as a choice of
listing per se, but as part of the parcel of long-term corporate strategy. Analysis in this paper yields
important in sights on reverse takeovers from both investor and regulator perspectives.




