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Index
Accounting methods, 289, 290

Accredited and nonaccredited investors

angel investors, 308

private placements, 119, 124–127,

151, 152, 307

Acquisition/sale of company

accounting methods, 289, 290

auditors, meeting with, 290

bust-up business combinations, 292

closing, 296, 298

contingencies, 287, 290, 293, 298

debt repayment schedule, 295

disclosures, 286–289, 296

due diligence, 285–298

earnings, quality of, 287, 289, 290

as exit strategy, 257, 282, 284

financial buyers, 282, 284

financial covenants, 294, 295

financial statements, 286–290,

294–296

forecasts, 289, 291, 292

historical financial statements, 286,

288, 289

human resources issues, 297

integration plan, 288

internal controls, review of, 297, 298

leveraged buyouts, 85, 292, 295, 296

management and administration

review, 297, 298

as part of exit strategy, 282, 284

postacquisition issues, 286, 288

process, overview, 285–288

professional advisors, 285, 292

purchase price allocation, 286, 287,

292–294

reporting requirements, 286, 287,

295, 296

restrictive covenants, 287, 294, 295

strategic buyers, 282, 284

structure of deal, 286, 292

tax consequences, 292–294

valuation issues, 293

Action plans, 274–275, 279, 280, 282,

283

Advertising and general solicitation for

private placements, 142

Advisory boards

agreement, example, 145–147

invitation, example, 144, 145

quarterly questionnaire, example,

148–150

use of in private placements,

142–144

Affiliated companies, 179

Aftermarket for securities, 191, 195,

196, 201

Agency law, 5, 7

All-hands organization meeting, 188,

204, 205, 210

Angel Capital Association (ACA), 108
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Angel Investment Forum of Florida

(AIFFL), 109, 110

Angel investors

characteristics of, 94, 108

diversification, 110

documentation, 308

due diligence, 108

fear and greed, 94

friends and family, 93, 94, 307, 308

locating, 111

organized investment groups,

108–110

private placements compared, 94,

307

sidecar funds, 108–110

as source of capital, 93, 94, 139, 306,

307

subscription agreement, example,

95–107

Articles of incorporation

and planning for going public, 178

review of as part of underwriting

process, 190

sample, 18–22

Articles of organization, limited liability

companies, 10

Asset-based lenders, 61–64

Attorneys. See also Professional advisors

need for in acquisition/sale of

company, 285, 292

need for in private placements, 120,

159

and underwriting process, 186–190,

202, 204, 207–215

Auditors

acquirer’s meeting with, 290

and underwriting process, 186,

188–190, 202, 205, 209, 215

Audits, importance of, 290, 295, 296

Band of Angels, 108

Bankruptcy, shell corporations, 218

Banks

hybrid lending, 86

loans, 61–64

Basic 7(a) Loan Guaranty program, 65,

66

Beauty contest, 197, 198

Best efforts offerings, 199, 200

Black-Scholes option pricing method,

87

Board of directors

election of members, 86

insider trading. See Insider trading

objectives, 263

and preparing to go public, 180, 181

role of, 86

underwriter, role of in selecting, 197

Boiler rooms, 158, 159

Book runner, 190, 213

Borrowing-base formula, 63

Bring-down letter, 214

Broker/dealers

private placements, 121, 139, 142,

156, 157

reverse mergers, 228–235

Bulletin Board. SeeOTC Bulletin

Board (OTCBB)

Business combinations. See

Acquisition/sale of company;

Mergers and acquisitions

Business entities, structure of, 1, 52,

301–303. See also specific business

entities

Business growth

and exit strategy, 258

short-term profits versus long-term

growth, 244, 245

and strategic planning, 258, 268,

270–271, 282–283

Business plan

and economic dilution, avoidance of,

92

elements of, 114–117
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and exit strategy, 256, 257

and preparing to go public, 181–183

and underwriting process, 195

and venture capital, seeking,

114–117

Bust-up business combinations, 292

Bylaws, sample, 23–50

C corporations, 1, 51, 52. See also

Corporations

Capital, sources of

angel investors, 93, 94, 139, 306,

307. See also Angel investors

corporations, 303–306

going public, 163–165. See also

Going public

overview, 306–311

private equity funds, 111

private placements, 94, 111,

121–123, 139, 306, 307, 310.

See also Private placements

venture capital, 108, 109, 111, 139,

208, 306, 307. See also Venture

capital

Capital structure, 178

Cash-flow lenders, 61–63, 85

Change, 271, 272

Check-the-box taxation, 12

Chief executive officer (CEO)

and entrepreneurship, 262

inexperienced, 227

insider trading. See Insider trading

role of, 264

underwriting process, role in,

186–188, 194, 195, 208, 215

Closings, 214, 296, 298

Code of conduct, 17

Collars, 258

Comfort letter, 189, 209, 214

Comment letter, 210, 211

Commissions. See Fees and

commissions

Common stock, 86–88, 91, 304

CommonAngels, 108, 109

Compensation experts, 181

Competition, executive focus on, 268,

269

Contingencies, business acquisition/

sale, 287, 290, 293, 298

Control, loss of

public companies, 162, 168

venture capital, 309

Convertible debt, 66–84, 91, 303, 305

Convertible preferred stock, 89–91,

304

Corporations

advantages of, 50, 51, 303

articles of incorporation, sample,

18–22

bylaws, sample, 23–50

C corporations, 1, 51, 52

capital, raising, 303–306

characteristics of, 16, 17

exit strategy. See Exit strategy

going public. See Going public

legal personality, 17

liability issues, 50–52

overview, 15, 16

ownership of, 17, 51

perpetual lifetime, 50

rights and responsibilities, 16

S corporations, 1, 51

tax consequences, 17, 51

Costs of going public, 170, 171, 173,

174

Covenants, 55

Credibility, 304, 305

Credit agreements, 61, 62

Debt

convertible, 66–84, 91, 303, 305

covenants, 55, 294, 295

hybrid, 84–86

interest rates, 64, 65
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Debt (continued )

lenders, types of, 61–65, 85, 86

mandatory redeemable preferred

stock, 90, 304

mezzanine debt, 84–87, 304

overview, 54, 92

personal guarantees, 16, 55

personal liability for, 2, 4, 5, 7–9, 12,

14, 50

promissory note, sample, 56–61

reasons for incurring, 54

repayment schedule, 295

Small Business Administration loans,

65, 66

start-up companies, 305

straight debt, 55, 61–66, 303, 305

unsecured, 55, 84, 85

Debt securities, private placements, 121

Decision to go public

advance planning, 177–183

benefits of public companies,

163–167

company readiness for, 174–176

costs, 170, 171, 173, 174

disadvantages of public companies,

168–172

factors to consider, 173–177

management experience, 175, 176,

180

market readiness for, 176, 177

overview, 161, 162, 183

reasons for going public, 215

and size of company, 174, 175

timing, 173, 174

De-listed companies, 167

Demand contract agreements, 61, 63

Dilution, 91, 92, 164, 169, 176, 222,

309

Disclosures

business acquisition/sale, 286–289,

296

and loss of privacy, 169

private placements, 152–154

public offerings, 189, 194, 205–208,

212

underwriting process, 189, 194,

205–208, 212

Distributions

limited liability companies, 10, 12,

13

partnerships, 6, 13

Diversification, 110

Dividends

common stock, 86, 87

preferred stock, 87, 89, 90

taxes on, 5, 12, 23

Due diligence

angel investors, 108

business acquisition/sale, 285–298

private placements, 151

public offerings, 187, 189, 208–210

reverse mergers, 225–227, 235

Earnings, quality of, 287, 289, 290

Economic dilution, 91, 92

Employees

and acquisition/sale of business,

297

loyalty, 166

motivation, 265, 266

Equity

common stock, 86–88, 91, 304

convertible preferred stock, 89–91,

304

dilution, 91, 92, 164, 169, 176, 222,

309

mandatory redeemable preferred

stock, 90, 304

overview, 86–88, 92

preferred stock, 86, 87, 89, 90, 304

stock options, 85, 87, 88, 91, 179

warrants, 87, 88

Equity financing, private placements,

121
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Executives. See also Chief executive

officer (CEO)

concerns, evolution of, 266–274

insider trading. See Insider trading

role of in public offerings, 186–188,

194, 195, 201, 208, 214, 215

sale of stock, 257, 258. See also

Insider trading

Exempt offerings. See Private

placements

Exit strategy

acquisition/sale of company as, 257,

258, 282, 284. See also

Acquisition/sale of company

and business plans, 256, 257

C corporations, 51–52

collars, 258

defined, 255, 256

and IPOs, 257, 258

limited liability companies, 15

limited partnerships, 8

military operations, 256

overview, 312

partnerships, 6

private placements, 123

S corporations, 51

and strategic planning, 258, 259. See

also Strategic planning

and structure of business entity, 2

venture capitalists, 112

Family and friends as investors. See

Angel investors

Family businesses, 302

Fear and greed, 94, 304

Fees and commissions

boiler rooms, 159

broker/dealers, 156, 157

financial printers, 192

finders, 157, 158

letter of intent, 199

private placements, 156, 157, 204

reverse mergers, 222

underwriters, 199, 202–204, 214–215

underwriting, 199, 202–204, 214,

215

Fiduciary responsibilities, 172

Finance companies, 61, 64, 65, 86

Financial buyers, 282, 284

Financial covenants, 294, 295

Financial Industry Regulatory

Authority (FINRA), Form

15-c-211, 228–235

Financial printers, 187, 192, 193, 202,

205, 215

Financial statements

and acquisition/sale of company,

286–290, 294–296

historical, 286, 288, 289

and underwriting process, 188, 189,

207

Finders, private placements, 142, 157,

158

Firm commitment offerings, 199, 200

Forecasts, 289, 291, 292

Form 3 (beneficial ownership of

securities, initial statement),

246–248

Form 4 (beneficial ownership, changes

in), 246, 249, 250

Form 5 (changes in beneficial

ownership, annual statement),

246, 251, 252

Form 8-K (Super 8-K), 224, 225, 237,

296

Form 10 (Registration of Securities

pursuant to Securities Exchange

Act of 1934), 152, 218–220

Form 10-K, 225, 237, 239

Form 10-Q (quarterly report), 225,

236, 239

Form 12b-25 (Notification of Late

Filing), 239–242

Form 13D (5% shareholders), 245, 246
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Form 15-c-211 (FINRA), 228–235

Form 211. See Form 15-c-211

(FINRA)

Form 1065, 11

Form D

electronic filing, 155, 156

failure to file, 155

filing requirements, 127

private placements, 127–138,

154–156

sample, 128–138

Form S-1 (registration statement), 205,

206

Form S-8, 225

Fraud

boiler rooms, 158, 159

reverse mergers and shell companies,

224–226

Friends and family. See Angel investors

General partnerships. See Partnerships

Generally accepted accounting

principles (GAAP), 289

Goals and objectives, strategic planning,

262–266, 274, 275, 277, 279–283,

292

Going public

advantages and disadvantages of, 311,

312

conventional method. See

Underwriting process

decision on. See Decision to go

public

as exit strategy, 257, 258

initial public offerings. See Initial

public offerings (IPOs);

Underwriting process

reporting companies, 218–220

reverse mergers. SeeReverse mergers

Grand strategy, 271–275, 280, 283

Green shoe option, 199, 200

Growth. See Business growth

Hostile takeovers, 285

Human resources, business acquisition/

sale issues, 297

Hybrid debt, 84–86

Hybrid lenders, 85, 86

IBM, 266

In Search of Excellence (Peters and

Waterman), 269

Incomplete public offerings,

174, 194

Initial capital

debt. See Debt

equity. See Equity

Initial public offerings (IPOs).

See alsoUnderwriting

process

as exit strategy, 257, 258

factors preventing, 118, 119

overview, 185, 186

private placements compared, 118,

119

Insider trading, 172, 246, 253

Insurance agents, 181

Integration plan, 288

Interest rates, 64, 65, 75, 76

Internal controls, 297, 298

Internal Revenue Service (IRS) Form

1065, 11

Investment agreement, 118

Investment bankers

and preparing to go public, 180

and underwriting process. See

Underwriters

Investment Company Act, 151

Investor relations. See Public relations/

investor relations (PR/IR)

Investor rights agreement, 118

Investors

accredited and nonaccredited. See

Accredited and nonaccredited

investors
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angel investors. See Angel investors

fear and greed, 94, 304

motivation for investing, 304

private placements, 121–123, 310.

See also Private placements

sophistication of, 306, 307. See also

Accredited and nonaccredited

investors

IPO. See Initial public offerings (IPOs)

IRS Form 1065, 11

Jumping the market, 205

KISS (Keep It Simple, Stupid)

principle, 303

Late filing, public companies, 240–242

Legal and regulatory compliance

public companies, 245–253

Lenders, types of, 61–65, 85, 86

Letter of intent, 199

Leveraged buyouts (LBOs), 85, 292,

295–296

Limited liability companies (LLCs), 1,

9–15

advantages and disadvantages of,

12–15, 302

exit strategy, 15

tax consequences, 9–14

Limited liability partnerships (LLPs), 8

Limited partnerships, 1, 5–8

advantages and disadvantages of, 302

exit strategy, 8

tax consequences, 7, 8

Listed companies, 166, 167

Loan covenants, 55. See also Debt

Lockbox, 63

Lockup agreements, 227

Management

and administration review, business

acquisition/sale, 297, 298

experience of and decision to go

public, 175, 176, 180

flexibility, 264

functions, 260, 261

goal setting, 262, 263

limited liability companies,

10–11

market theory of, 259, 260

planning and control theory, 260

public companies, 169, 170

responsibilities of, 260–262

role of, 188, 259, 260

and shareholder expectations, 171

strategic management, 273, 274.

See also Strategic planning

time allocation, 264, 265

Mandatory redeemable preferred stock,

90, 304

Marketability, 163

Material misstatements and omissions,

194, 208, 209

Medical companies, private placements,

142–144

Members (LLCs), 9, 10

Membership interest (LLCs), 9, 10

Mergers and acquisitions, 165, 166.

See also Acquisition/sale of

company; Reverse mergers

Mezzanine debt, 84–87, 304

Mission, 274–283

NASDAQ stock exchange, 167

National Association of Securities

Dealers (NASD) Over-the-

Counter Bulletin Board. SeeOTC

Bulletin Board (OTCBB)

National Venture Capital Association,

113

NewWorld Angels (NWA), 109, 110

1934 Act reporting companies.

See Securities Exchange Act of

1934
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Nonaccredited investors. See

Accredited and nonaccredited

investors

Offering circular (prospectus), 190,

192, 205–208, 212–214

Offering documents, private

placements, 154. See also Private

placement memorandum (PPM)

Officers and directors. See Board of

directors; Executives

Operating agreement, limited liability

companies, 10, 11, 13

Operating issues, public companies,

236–254

Operations, executive focus on, 266,

267

Organization meeting (all-hands

organization meeting), 188, 204,

205, 210

OTC Bulletin Board (OTCBB), 167,

218, 235, 312

Overallotment option (green shoe),

199, 200

Over-the-counter (OTC) securities,

167

Partnerships, 1, 4–7

exit strategy, 6

liability issues, 50

limited. See Limited partnerships

tax consequences, 5, 6

Payment-in-kind (PIK), 75–84

Penny stocks, 158, 159

Percentage dilution, 91

Performance

executive focus on, 270, 271

management theories, 269, 270

Perpetual lifetime of corporations,

50

Persistence and perseverance, 305, 306,

308, 314

Personal liability

corporate shareholders, 50–52

general partners, 4–8

limited liability companies, 9, 14

limited partners, 7

personal guarantees, 16, 55

sole proprietors, 2, 3

Peters, Thomas J., 269

Pink Sheets, 167, 218

Placement agents (broker/dealers),

121, 139, 142, 156, 157, 310,

311

Postacquisition issues, 286, 288

Preferred stock, 86, 87, 89, 90, 304

Preliminary prospectus (red herring),

212

Pricing IPOs, 186, 196, 199–202,

212–214

Priming the pump, 205

Privacy, loss of for public companies,

169

Private equity funds as financial buyers,

284

Private placement memorandum

(PPM), 123–124, 150, 152–153,

155, 310

Private placements

accredited and nonaccredited

investors, 119, 124–127, 151, 152

advertising and general solicitation,

142

advisory boards, use of to interest

investors, 142–150

angel investors compared, 94, 307

attorneys, need for, 120, 159

broker/dealers (placement agents),

121, 139, 142, 156, 157, 310, 311

debt securities, 121

disclosures, 152–154

due diligence, 151

equity financing, 121

exempt offerings, 119
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exit strategy, 123

fees and commissions, 204, 310, 311

finders, 142, 157, 158

Form 10 filing requirement, 219

Form D, 127–138, 154–156

investors, types of, 121–123, 310

IPOs compared, 118, 119

market for, 120

medical companies, 142–144

offering documents, 154

private placement memorandum

(PPM), 123, 124, 150, 152, 153,

155, 310

professional advisors, 159

Regulation D, 124–127

regulations, 119, 120, 124–138, 310

risk factors, 152, 153, 310

Romanian Raise, 158, 159

Rule 506, 126, 127, 141–150, 154

as source of capital, 94, 111,

121–123, 139, 306, 307, 310

state laws, 120

subscription documents, 150, 151

venture capital funds compared,

111

and venture capitalists, 122, 123

Professional advisors

business acquisition/sale, 285, 292

investment bankers, 196, 197

private placements, 120, 159

public companies, 170

purchase price allocation, 293

types of, 180, 181

Promissory notes

convertible debt, 66, 75, 76, 94

convertible note, example, 67–74

convertible note with payment-in-

kind interest, example, 76–83

straight debt, example, 56–61

Proprietorships, 1–4

liability issues, 2, 50

tax consequences, 2

Prospectus (offering circular), 190, 192,

205–208, 212–214

Proxy solicitations, 237, 245

Public companies

deciding to go public. See Decision

to go public

going public. SeeReverse mergers;

Underwriting process

late filing, 240–242

legal and regulatory compliance,

245–253

operating, 236–254

periodic reporting requirements,

236–239

public relations/investor relations,

242, 243

shareholder meetings, 243

short-term profits versus long-term

growth, 244, 245

timely reporting, importance of,

239

Public relations/investor relations

(PR/IR)

public companies, 242, 243

public offerings, 187, 191, 192

and quarterly reports, 244

Pump-and-dump schemes, 225–227,

244

Purchase price allocation, 286, 287,

292–294

Quattone, Frank, 109

Quiet period, 191, 192, 204, 210

Real estate ventures, 302

Recapitalization, 221

Recirculation (recirc) issue, 212, 213

Recordkeeping, 179

Red herring (preliminary prospectus),

212

Registration process, public offerings,

204–213
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Registration statement, 119, 186,

188–190, 192, 205–215, 220

reverse mergers, 218–220, 224, 225,

237

Regulation D (Reg D)

definitions, 124, 125

Form D, 127–138, 154–156

Rule 503, 155

Rule 504, 125, 126

Rule 505, 126, 127

Rule 506, 126, 127, 141–150, 154

Rule 507, 155

Regulation FD, 239

Regulation S-K, 207

Regulation S-X, 207

Regulatory compliance. See also

Securities and Exchange

Commission (SEC)

costs of, 170, 171

private placements, 119, 120,

124–138, 141–150, 154–156

Reporting companies under Securities

Exchange Act of 1934, 152,

218–220

Reporting requirements

business acquisition/sale, 286, 287,

295, 296

public companies, 236–239

Restricted stock (Rule 144), 246,

253

Restrictive covenants, 287, 294, 295

Retail investors, 310

Reverse mergers

benefits of, 221–223

due diligence, 225–227, 235

financing options, 223

Form 15-c-211 (FINRA),

228–235

pump-and-dump schemes, 225–227,

244

shell corporations, 218, 219, 221,

223–228

taint, 223–225

timeframe for, 221, 223, 235

trading, initiating, 228–235

transaction process, 220, 221

Reverse stock splits, 178, 179

Right of first refusal on future

financings, 204

Risk

debt financing, 305

going public, 164, 173, 174, 194,

208, 210

private placements, 152, 153, 310

public offerings, 164, 173, 174, 194,

208, 210

Road shows, 186, 187, 195, 212, 213,

215

Romanian Raise, 158–159

Rule 144 (restricted stock), 246,

253

Rule 503, 155

Rule 504, 125, 126

Rule 505, 126, 127

Rule 506, 126, 127, 141–150, 154

Rule 507, 155

S corporations, 1, 51

Sarbanes-Oxley Act, 171, 244, 245,

298

SBA (Small Business Association), 65,

66

Scandinavian Airlines (SAS), 277, 279,

280

Section 16 reporting persons, 172.

See also Insider trading

Secured lenders, 61–64, 85

Securities Act of 1933

disclosures, 208

overview, 193, 194

private placement exemptions, 119,

125

Regulation D, 124–127. See also

Regulation D (Reg D)
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Securities and Exchange Commission

(SEC)

comment letter, 210, 211

disclosures, 169

Form 3 (beneficial ownership of

securities, initial statement),

246–248

Form 4 (beneficial ownership,

changes in), 246, 249, 250

Form 5 (changes in beneficial

ownership, annual statement),

246, 251, 252

Form 8-K (Super 8-K), 224, 225,

237, 296

Form 10 (registration of securities),

152, 218–220

Form 10-K, 225, 237, 239

Form 10-Q (quarterly report), 225,

236, 239

Form 12b-25 (Notification of Late

Filing), 239–242

Form 13D (5% shareholders), 245,

246

Form D, 127–138, 154–156

Form S-8, 225

insiders, restrictions on, 172, 246,

253

Office of Small Business Policy, 155

private placements, 119

proxy solicitation requirements, 245

public offerings, clearance and

registration process, 186–194,

204–215

quiet period, 191, 192, 204, 210

Regulation FD, 239

reporting requirements for public

companies, 170, 236–242

restricted stock (Rule 144), 246, 253

short-swing profits, 246

Securities Exchange Act of 1934

insider trading, 246

purpose of, 194

registration of securities under (Form

10), 152, 218–220

short-swing profits, 246

Securities laws, overview, 193, 194

Selling syndicate, 190, 195, 196, 208,

213

SEP (strategic excellence position),

112, 275–280

Shareholder expectations, 171

Shareholder meetings, 243

Shareholder value, 315

Shell corporations, use of in reverse

mergers, 218, 219, 221, 223–228

Short-swing profits, 246

Short-term profits versus long-term

growth, 244, 245, 312

Sidecar funds, 108–110

Site visits, 209

Small Business Administration (SBA),

65, 66

Small Business Initiatives, 119

Small Business Investment Incentive

Act (1980), 119

Sole proprietorships. See

Proprietorships

Stakeholder concerns and strategic

planning, 275, 280, 282

Start-up companies, 54, 66, 84, 262,

304, 305

State laws, private placements, 120

Stewart, Martha, 253

Stock exchanges, 166, 167

Stock options, 85, 87, 88, 91, 179

Stock splits, 178, 179

Straight debt, 55, 61–66, 303, 305

Strategic buyers, 282, 284

Strategic excellence position (SEP),

112, 275–280

Strategic planning

action plans, 275

development of strategic plan,

274–281
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Strategic planning (continued )

executive concerns, evolution of,

266–274

goals and objectives, 262–266, 274,

275, 277, 279–283, 292

grand strategy, 271–275, 280, 283

growth, 258, 268, 270, 271, 283

importance of, 280, 282, 283, 312

management, role of, 259, 260

management responsibilities,

260–262

mission, 274–283

stakeholder concerns, 275, 280, 282

strategic excellence position (SEP),

112, 275–280

time spent on, 264, 265

values, 275, 277, 280, 283

vision, 275, 276, 279, 280, 282, 283

Structure of deal, business acquisition/

sale, 286, 292

Subscription documents

angel investors, subscription

agreement example, 95–107

private placements, 150, 151, 307

Subsidiaries, 179

Super 8-K (Form 8-K), 224, 225, 237,

296

Syndicate, 190, 195, 196, 208, 213

Tax consequences

business acquisition/sale, 292–294

C corporations, 51

check-the-box taxation, 12

corporations, 17, 51, 52

dividends, 5, 12, 23

limited liability companies, 9–14,

302

limited partnerships, 7, 8, 302

partnerships, 5–6

proprietorships, 2

S corporations, 51

10(b)-5 selling plans, 257

Timeframe for underwriting process,

188, 194, 205, 212

Trading, initiating in reverse mergers,

228–235

Truth in Securities Act. See Securities

Act of 1933

12-month rule, 125, 126

2-6-2 rule for venture capitalists, 117

Underwriters. See alsoUnderwriting

process

beauty contest, 197, 198

book runner, 190, 213

fees and commissions, 199, 202–204,

214, 215

letter of intent, 199

right of first refusal on future

financings, 204

role of, 186, 188, 190, 191

selection of, 194–198

underwriting agreement, 199, 213

working with, 198–204

Underwriting agreement, 199, 200,

213

Underwriting process

and aftermarket for securities, 191,

195, 196, 201

attorneys, 186–190, 202, 204,

207–215

auditors, 186, 188–190, 202, 205,

209, 215

best efforts offerings, 199, 200

business plan, 195

closing, 214

comfort letter, 189, 209, 214

disclosures, 189, 194, 205–208, 212

due diligence, 187, 189, 208–210

executives, role of, 186–188

fees and commissions, 199, 202–204,

214, 215

financial printer, 187, 192, 193, 202,

205, 215
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firm commitment offerings, 199,

200

incomplete public offerings, 174,

194, 222

initial meeting (all-hands

organization meeting), 188, 204,

205, 210

management, role of, 188

overallotment option (green shoe),

199, 200

overview, 185, 186

parties involved, 186–194

preliminary prospectus (red herring),

212

pricing, 186, 196, 199–202, 212–214

prospectus (offering circular), 190,

192, 205–208, 212–214

public relations/investor relations

(PR/IR), 187, 191, 192

recirculation (recirc) issue, 212, 213

registration process, 204–213

reverse merger as alternative to. See

Reverse mergers

risk, 164, 173, 174, 194, 208, 210

road show, 186, 187, 195, 212, 213,

215

SEC clearance and registration,

186–194, 204–215

securities laws, overview, 193, 194

timeframe for, 188, 194, 205, 212

underwriters, role of, 186, 188, 190,

191. See alsoUnderwriters

underwriting agreement, 199, 200,

213

Uniform Limited Partnership Act, 5, 7

Uniform Partnership Act, 4

Unsecured debt, 55, 84, 85

Valuation issues, 91, 92, 117, 118, 164,

223, 293, 309, 310

Values, 275, 277, 280, 283, 293

Venture capital

advantages and disadvantages

of, 309

business plan, importance of,

114–117

dilution issues, 309

exit strategy, 112

expectations of venture capitalists,

114, 115

investment agreement, 118

investment criteria, 112

investor rights agreement, 118

locating funds, 113

negotiations, 115

private placements compared, 111

private placements, investment in,

122, 123. See also Private

placements

as source of capital, 108, 109, 111,

139, 306–308

valuation issues, 117, 118

Vision, 275, 276, 279, 280, 282, 283

Warrants, 85, 87, 88, 91

Waterman, Robert H., 269

Watson, Thomas, Jr., 266

Wraparound, 237
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