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Bail-outs, 115-118
Best-efforts underwriting, 169, 170
Blank-check companies, 190,
199-202. See also Reverse
mergers
structured, 203. See also SPAC
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pre-IPO growth, 56, 57
Earnings before interest, taxes,
depreciation, and
amortization (EBITDA), 61,
62, 165, 166, 184
EDGAR database, 204
Employee stock purchase
plans, 50
Employees
key employees  55-50
misclassified as' independent
contiacrors, 84
Enron, 16.25,195
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accounting priscinies, 72, 73
acquisition target, 65, 66
audited or auditable, need for prior
to IPO, 71, 72
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board of directors. See Board of
directors
internal controls. See Internal
controls
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Alternative Investment Market.
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Foreign Corrupt Practices Act, 85
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SPAC management, 205, 206,
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omissions in registration
statement, 172
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common mistakes, 64—69
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special-purpcse acquisition
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company)
Merit reviews, 27, 28, 182
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audit committee requirements,
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OMX Nordic Exchange (Norway),
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Opportunity windows for IPOs,
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OTC Bulletin Board, 15, 55, 126,
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Passive foreign investment
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Penny stocks, 167, 199, 200
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and roll-ups, 60
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SPACs compared, 204
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statement, 193, 199
special-purpose acquisition
company (SPAC), 205, 211,
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Oversight Board (PCAOB),
16
Auditing Standards, 23
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Put options, 219, 220

Qualified institutional investors, 13.
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investors

Quiet period, 178, 180

Red-herring prospectus, 176
Registration process, U.S. IPOs, 165,
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Registration statement, 179, 180. See
also Prospectus
Regulation A offerings
advantages of, 227, 228
“bad boy’’ disqualification, 230,
231, 233
financial statements, 232
Form S-1, 232
and gun-jumping prohibition on
sale of securities, 176
integration rules, 231, 234
limit on amount of cash raised,
231,234
offering circular, 232, 236, 237
offering statement, 231, 232, 236,
237
overview, 187, 227, 228, 232, 233
process outline, 232-238
question-and-answer format, 228,
232,236, 239, 245
requirements, 230, 233, 234
sales, 229, 231, 237, 238
SEC requirements, 227, 229
securities registration exempt.cn,
227,232
state securities laws, ccinpliance
with, 27, 227, 229
substantial good {«ith compliance,
238
testing-the-wawers rule, 227-229,
233-235
Regulation FD, 215
Regulation M, 217
Regulation S-K, 118
Regulation S offerings, 187
Regulatory Flexibility Act, 16
Research and development (R&D)
companies, 17
Restricted stock plans, 35,
41-43
Revenue recognition, 73-79
Reverse mergers
advantages of, 191, 193-196
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as alternative for small-cap
companies, 15
alternative method of combining
with public shell, 198, 199
blank-check companies, 190,
199-202
costs, 193-194
direct, 191
disadvantages of, 196, 197
examples of, 190, 192, 198
Form 8-K, 200, 201
liquidity issues, 197, 198
overview, 187
process, 191-194
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189-161
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SPA( mergers compared, 191,
204
iriangular, 191-193
use of in weak IPO market, 195
valuation issues, 197
Risk management, 111, 112
Road shows
special-purpose acquisition
companies (SPACs), 213,
216
U.S. IPOs, 176, 180, 183
Roll-ups
common mistakes, 64—69
cost efficiencies, 61, 62
described, 57
earnings multiplier effect of, 62
growth through, 61
poof roll-ups, 58, 62, 63
private companies, 60
purpose of, 57
strategic use of, 59
success rate, 63, 64
types of, 58
Rule 10b-5, 219
Rule 10b-18, 217, 219
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Rule 10b5-1, 217

Rule 144A TPOs, 8, 12-14

Rule 419 blank-check companies,
190, 199-203

Rule 504 exemption, 241, 242

Rule 504 exemption, 241, 242
and SOX applicability, 126, 127
Securities analysts, 14, 15, 26, 183
Securities and Exchange
Commission (SEC), 16
audit committee requirements,
108, 109
audited financial statements

S corporations, 45-49, 57, 116, 117
Sarbanes-Oxley Act of 2002 (SOX)

and accounting costs, 19

applicability of, 125-129
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eligibility for, 242, 243
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240, 245
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241,242
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state securities laws, 240-245

Securities Act of 1933
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gun-jumping prohibition on sale
of securities, 174—-176
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Rule 10b-5, 219

Rule 10b-18, 217, 219

Rule 10b5-1, 217

Rule 144A TPOs. See Rule 144A
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requirement, 65, 72

comment letter, 180

“Current Accounting and
Disclosure Issues in the
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Finance,” 73

disclosure rules, 23,26

EDGAR database, 204

filing fees. 171

Form & X 26

Forni 12-K, 26

Fovu IO-Q, 26

cad gun-jumping prohibition on
sale of securities, 175, 176

and international IPOs, 123

penny stocks, regulation of, 167

Regulation A offerings, 227, 229.
See also Regulation A
offerings

Regulation FD, 215

reporting requirements,
recommended changes,
25, 26

reverse mergers, position on, 197

role of, 16, 17

Rule 3a51-1, penny stock, 199

Rule 144A private sales. See Rule
144A TPOs

Rule 163A safe harbor, 175

Rule 419 blank-check companies,
190, 199-203

shell company defined, 189, 190

Staff Accounting Bulletins
(SABs), 20, 21, 73-79

Securities Exchange Act of 1934, 13
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accounting standards for public
companies, 86, 87
foreign bribes, 88—90
Rule 15¢2-11, 129
and SOX applicability, 125-129.
See also Sarbanes-Oxley Act
of 2002 (SOX)
Securities registration
Form S-1, 232
registration statement, 179, 180.
See also Prospectus
Regulation A exemption. See
Regulation A offerings
U.S. IPOs, 165, 180, 186
Shanghai Stock Exchange, 12, 141,
142
Shell companies, 189, 190. See also
Reverse mergers
Short selling, 144, 145
Small and medium enterprise (SME)
markets, 145-147
Small-cap companies (market value
less than $250 million)
accounting fees, increase in. 12,
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alternatives to foreign IPOs, 15
disadvantages of U.S..IFOs, 15, 16
and employment grewth in the
U.S.,, 28
foreign IPG:, 15, 24, 25
impact of regulation on, 16, 17
and large institutional investors,
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and need for internal controls, 23,
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private equity financing, 11, 12

and risk, 19, 27

and Rule 144A offerings, 14

and SEC disclosure regulations,
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and state securities laws, 2628

and U.S. stock exchanges, 1, 2
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Small corporate offering registration
(SCOR). See SCOR offerings
(small corporate offering
registration)

South America, 4

SPAC (special-purpose acquisition
company)

advantages of, 204, 205

as alternative for small-cap
companies, 15

and American Stock Exchange,
206

attorneys’ and accountants’ fees,
214

bad deals, 223-223

and blank-checl: companies, 203

business combination process,
212226

can'ta, structure, 207-210

¢ andentiality agreements, 214,
215

definitive agreement, 205, 210,
215, 220, 223, 225

disadvantages, 205, 206

examples, 206, 207, 222-226

foreign private issuer, 211, 212

Form 8-K, 215, 220

growth of, 206, 207

hedge fund investors, 213

insiders, 208-210, 217, 218

investment bankers, 206, 216, 217

letter of intent, 205, 206, 210, 214,
215, 225

liquidity, 204, 209

management team, 220, 221

overview, 187, 203, 206, 207

private equity financing compared,
204

proxy statement, 205, 211, 212,
215-221

put options, 219, 220

rejected deals, 225, 226

requirements for, 210-212
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SPAC (continued)
reverse merger compared, 191,
204
road shows, 213, 216
and Rule 10b5-1 trading plans,
217
Rule 419 exemption, 200
shareholder approval, 205,
210-212, 214, 217-221, 225
size of, 203
sponsors, 211, 217-220, 222-226
stockholder protections, 207-210,
212
target company attributes, 222
timeline for business combination,
210
trust account, 207-214, 216, 217,
221-225
use of in weak IPO market, 195
use of to finance growth, 68
valuation issues, 210, 216, 221,
223
Sponsors
Growth Enterprise Market (GEMW),
140
special-purpose acquisition
company (SPAC), 211, 217-
220, 222-226
Staff Accounting Bulietins (SABs)
SAB No. 99, 20, 21
SAB No. 104, revenue
recognition, 73-79
Start-up companies, 43, 54, 55
State securities laws (blue sky laws),
26-28
cheap stock, 181
fees, 171
merit reviews, 27, 28, 182
registration of securities, 180-182
and Regulation A exemption, 227,
229
and SCOR offerings, 240
Statutes of limitations, 83
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Stock appreciation rights (SARs),
35-44
Stock options, 35-41, 44-50
Stockholm Stock Exchange (OMX)
(Sweden), 136
Strategic planning
antitakeover defenses, 94
equity incentives, 36
and meeting with underwriters, 52
prior to IPO, 34
Subchapter S corporations. See S
corporations
Switzerland exchange (SWX), 136

Tax consequences
C corporations, I50s, 45
controlled forzign corporations,

155-.159

corpora e inversion rules,
152-155

ramiily attribution rules, 157,
158

foreign holding companies, 127,
128, 151-159

incentive stock options (ISOs),
45-50

passive foreign investment
companies (PFICs), 156, 157
restricted stock plans, 42
reverse mergers, 196
S corporations, ISOs, 45-47, 49
stock appreciation rights (SARs),
41
stock options, 36, 41
Tax-free exchanges, 198, 199
Tel Aviv Stock Exchange (Israel), 5,
17, 255-257
Tombstone ads, 176
Toronto Stock Exchange (TSX)
(Canada), 124, 142-145, 251,
252. See also TSX Venture
Exchange (Canada)
Trends and fads in IPOs, 118-120
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TSX Venture Exchange (Canada),
25, 124, 142-145

U.K. Companies Acts, 132
U.K. Listing Authority, 132
Underpricing, 2, 4, 5, 133, 166
Underwater stock, 42
Underwriter spreads (discounts),
2-4, 166
Underwriters
agreement, 185
and antitakeover defenses, 100
and bail-outs, 115-117
best-efforts underwriting,
169, 170
commissions, 170
company valuation, 165-167
discounts, 2—4, 166, 170
due diligence, 85
expense allowance, 170
firm commitment underwriting,
169, 170
and growth potential of company,
56
letter of intent, 165, 167—16Y, 178,
179
liability for material
misstatemernis, or omissions
in registration statement, 172
meeting with prior to IPO, 52
as participant in IPO, 178
and Regulation A ““bad boy”’
disqualification, 230, 231
and selection of international
exchange for IPO, 124,
125
and size of IPO prospect, 52-56,
61
and special-purpose acquisition
companies (SPACs), 206,
216
spreads (discounts), 2—4,
166, 170
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and venture-backed IPOs, 56.
See also Private equity
financing

withdrawal, 169, 185

Uniform limited offering registration
(ULOR), 239. See also
SCOR offerings (small
corporate offering
registration)

U.S. companies

corporate inversions, 152—155

listing IPO only on foreign
exchanges, 8, 9

small-cap. See Smali.cap
companies (inarket value less
than $250 million)

U.S. Foreigi: Corrupt Practices Act.
Seo Foreign Corrupt Practices
~etof 1977 (FCPA)

U.S GAAP. See Generally accepted
accounting principles
(GAAP)

U.S. IPOs

advantages and disadvantages of,
1-28

best-efforts underwriting, 169, 170

closing, 165, 186

company valuation, 165-167

costs of, 4, 5, 16, 168-172

directed shares, 186

due diligence, 172-174

firm commitment underwriting,
169, 170

letter of intent, 165, 167-169, 178,
179

lockup agreements, 185, 186

nontraditional, 187. See also
Regulation A offerings;
Reverse mergers; SCOR
offerings (small corporate
offering registration); SPAC
(special-purpose acquisition
company)
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participants in, 178

post-IPO compliance expenses, 4,

5,16

press releases and publicity, 169,
174-178

pricing meeting, 183, 184

private equity funding compared,
11,12

process, generally, 165, 178,
179

prospectus, 179

public distribution period, 177

quiet period, 178, 180

registration process, 165,
180, 186

road shows, 176, 180, 183

securities registration, 165, 180,
186

state securities laws, 180-182

stock exchanges, 165

stock listing, 186

timetable for, 178, 179

underpricing, 2, 4

underwriter spreads (discounts},
2-4, 166

underwriting agreement; 185

U.S. stock exchanges, 12; 24-28.

See also American Stock
Exchange; 1Tasdaq Stock
Market (Nusdaq); New York
Stock Exchange (NYSE)
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special-purpose acquisition
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equity financing
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(Austria), 136

Warsaw Stock Exchange (WSE)
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Web sites
content of con:pzny’s web site and
U.S. I2Cs, 175, 176
interraticnzl stock exchanges,
247249
licviug requirements, TSX Venture
Exchange, 142
Nomads, list of, 130
North American Securities
Administrators Association,
245
Securities and Exchange
Commission (SEC), 73
Whistleblower policy, 110
White knights, 97
World Federation of Exchanges, 8
WorldCom, 16, 25, 195



