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Abu Dhabi Investment Authority, 13

Accountants

Big Four accounting firms, 71–73

cold comfort letter, 185

fees. See Fees

internal staff, 34

liability, 172

qualifications and experience,

importance of, 34

Accounting standards

international. See International

financial reporting standards

(IFRS)

public companies, 86–88

U.S. GAAP. See Generally

accepted accounting

principles (GAAP)

Alternative Investment Market

(AIM)

advantages of, 130, 131

costs, 4, 5, 133, 136

disadvantages of, 131, 132

disclosure rules for small-cap

companies, 26

equity market value of AIM

companies, 133, 135

growth of, 133, 134

lockup period, 137

nominated advisor (Nomad),

130–132, 137

versus other European stock

exchanges, 137

overview, 129, 130

reporting requirements, 26, 130,

131

and selection criteria for

international IPO, 124

shareholders’ advisory votes, 132

and SOX internal control

requirements, 23

underpricing, 4, 133

and U.S. stock exchanges, 12, 25

Alternative minimum tax, 41, 46

American Depositary Receipts

(ADRs), 126–129

American Stock Exchange, 165, 180,

204, 206

Annual reports, 26, 87, 88, 130, 131,

158, 202

Antifraud laws, 28, 228, 229, 240,

241

Antitakeover defenses, 93–100

APB 25, stock options, 40

Arthur Andersen LLP, 18–20
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Articles of incorporation.

See Charters, antitakeover

provisions

Assets, transfer of prior to

IPO, 117

Athens Stock Exchange, 125

Attorneys, 34, 168, 178

fees. See Fees

Auditing Standards (AS), 23

Auditor attestation, 23–25, 88

Bail-outs, 115–118

Best-efforts underwriting, 169, 170

Blank-check companies, 190,

199–202. See also Reverse

mergers

structured, 203. See also SPAC

(special-purpose acquisition

company)

Blank check preferred stock, 97, 182

Board of directors

antitakeover defenses, 96, 98, 99

audit committee, 107–109

‘‘bad boy’’ disqualification, 230,

231

chair, 106, 107

committees, use of, 107

compensation, 104

compensation committee, 107,

109

directors and officers liability

insurance, 104

fiduciary duties, 106, 111

governance committee, 107

independent directors, 16,

103–107

lead and presiding directors, 106,

107

liability, 172

nominating committee, 107

risk management, 111, 112

self-evaluation requirement, 107

staggered terms, 96

Bombay Stock Exchange (India),

5, 24

Bribery, 88–90. See also Foreign

Corrupt Practices Act of

1977 (FCPA)

Business combinations. See Mergers

and acquisitions

By-laws, 95, 96

C corporations, 45, 57, 116, 117

Canada

‘‘Canadian SOX,’’ 124–125,

142

SCOR eligibility, 242

and SEC Regulation A filing

requirements, 230, 233

stock exchange web sites, 247,

248

Toronto Stock Exchange (TSX).

See Toronto Stock Exchange

(TSX) (Canada)

TSX Venture Exchange. See TSX

Venture Exchange (Canada)

Charters, antitakeover provisions,

95, 96, 98–100

Cheap stock, 181

Chicago Board Options Exchange,

Inc., 181

Chief executive officer (CEO), 33,

88, 106, 110, 111. See also

Executive officers

Chief financial officer (CFO), 33, 88,

110, 111. See also Executive

officers

China, 4, 12, 23, 90, 91, 124, 141,

142

Closings, U.S. IPOs, 165, 186

Committee on Capital Markets

Regulation, 6–8

Compensation

board of directors, 104

dividends, 57

executive officers, 34, 35, 94
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London Stock Exchange

requirements, 132

performance-based, 94

salary reductions, 57

Confidentiality agreements,

214, 215

Consolidations. See Mergers and

acquisitions

Contingent liabilities, 83–85

Controlled foreign corporations

(CFCs), 156–159

Corporate inversions, 152–155

Corporate scandals, 16, 20, 21, 23, 25

Corporations

C corporations, 45, 57, 116, 117

corporate inversions, 152–155

S corporations, 45–49, 57, 116,

117

state of incorporation and

antitakeover defenses, 100

Costs

accounting costs, 18, 19

offering expenses, 4, 5

post-IPO compliance, 4, 5, 16

reverse mergers, 193–194

roll-ups, cost efficiencies of, 61, 62

SCOR offerings, 241

and selection of international

exchange for IPO, 125

U.S. IPOs, 4, 5, 16, 18, 19,

168–172

Deal killers, 84, 85

Debt, 117, 118, 166

Delisting (NYSE), 6

Denmark, 4

Department of Justice Sentencing

Guidelines, 112

Deutsch Börse, 136

Development-stage companies, 230,

242

Directed shares, 186

Dividends, 44, 97, 155, 156

Drkoop.com, 53, 172

Due diligence, 64, 65, 85, 172–174

Earnings

multipliers, 62, 67, 165, 166

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, 35–50

misclassified as independent

contractors, 84

Enron, 16, 25, 195

Enterprise risk management, 111,

112

Escott v. Barchris Construction

Corporation, 173, 174

Escrow

purchase price of acquisition

target, 66, 67

Rule 419 requirements, 200

SCOR offerings, 24

SPAC fees, 214

Executive officers

certification of internal controls,

88, 110, 111

chief executive officer (CEO), 33,

88, 106, 110, 111

chief financial officer (CFO), 33,

88, 110, 111

compensation packages, 34, 35, 94

directors and officers liability

insurance, 104

equity incentives, 35–50

liability for material

misstatements or omissions

in registration statement,

172
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Executive officers (continued)

as participants in IPO, 178

and Regulation A ‘‘bad boy’’

disqualification, 230, 231

Family members

family attribution rules, 157, 158

and independent directors,

104–106

IPO directed shares for purchase

by, 186

as source of financing, 68

FAS 123R, stock options, 39, 40

Fees. See also Costs

blue sky fees, 171

filing fees, 171

legal and accounting

India, 17, 18

SPACs, 214

Tel Aviv Stock Exchange

(Israel), 5

United States, 4, 15–19, 168,

171

Fiduciary duties, 106, 111

Filing fees, 171

Financial Accounting Standards

Board (FASB), 16, 21, 22

Financial statements

accounting principles, 72, 73

acquisition target, 65, 66

audited or auditable, need for prior

to IPO, 71, 72

revenue recognition issues, 73–79

SCOR offerings, 243

Firm commitment underwriting, 169,

170

Foreign bribes, 88–91. See also

Foreign Corrupt Practices

Act of 1977 (FCPA)

Foreign corporations, 155–159

Foreign Corrupt Practices Act of

1977 (FCPA), 84–86, 90, 91,

110

Foreign exchanges, growth of, 8,

10, 11

Foreign holding companies, 126–

129. See also Controlled

foreign corporations (CFCs);

Corporate inversions; Passive

foreign investment

companies (PFICs)

corporate inversion rules, 152–155

and Jobs Creation Act of 2004,

152–155

offshore holding companies, 152,

153

tax consequences, 127, 128, 151

Foreign IPOs

offering expenses, 4, 5

post-IPO compliance expenses,

4, 5

and small-cap companies, 15,

24, 25

underpricing, 2, 4

underwriter spreads (discounts),

2–4, 166

Foreign private issuers, 127–129,

205, 211, 212

Foreign stock exchanges. See

International stock exchanges

Form 8-K, 26, 200, 201, 215, 220

Form 10, 201

Form 10-K, 26, 131

Form 10-Q, 26, 130, 131

Form F-6, 126, 127

Form S-1, 232

Form S-8, 202

Form U-7 (ULOR), 239

Generally accepted accounting

principles (GAAP)

complexity of, 21, 22, 34

financial statements necessary for

IPO, 72, 73

and international IPOs, 123

and U.S. accounting costs, 18
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Gift and estate tax planning, 118

Global IPOs, market share, 6–8

Globalization and competitiveness of

U.S. capital markets, 24–28

Governance

board of directors. See Board of

directors

internal controls. See Internal

controls

risk management, 111, 112

whistleblower policy, 110

Gray market trading, 125

Grease payments, 89

Green shoe (overallotment option),

185

Growth Enterprise Market (GEM)

(Hong Kong), 137–141. See

also Hong Kong Stock

Exchange

Growth potential, 54–57

GS TRuE (GS Tradable Unregistered

Equity OTC Market), 12, 13

Gun-jumping prohibition, 174

Hedge funds, 13, 16, 213. See also

Antitakeover defenses

Holding companies. See Foreign

holding companies

Hong Kong Stock Exchange, 12,

137, 138

GEM, 137–141

Hostile takeovers. See Antitakeover

defenses

Incentive stock options (ISOs), 44–

50. See also Stock options

Income taxes, 84. See also Tax

consequences

Independent contractors, employees

misclassified as, 84

India, 23, 85, 91, 125

Insider transactions

contingent liabilities for, 84

payments to insiders prior to

IPO, 117, 118. See also

Bail-outs

Institutional investors

and Alternate Investment Market

(AIM), 132

demand and IPO windows,

118–120

and Growth Enterprise Market

(GEM), 138

and IPO size requirements, 61

meetings with, 183

and penny stocks, 167

and post-IPO market valuation,

14, 54, 61, 166

qualified, 13

road shows, 183

and Rule 144A IPOs, 12–14

and SPACs, 224

and venture-backed IPOs, 56

Insurance

directors and officers liability

insurance, 104

and risk analysis, 112

Integration rules, Regulation A

offerings, 231, 234

Internal controls

accounting standards, 86, 87

attestation, 23–25, 110

and audited financial statements,

72

Internal Revenue Code (IRC)

section 83(b) election, 42, 47

section 162(m), tax deductions

for highly-paid executives, 50

section 368(A)(1)(B), tax-free

exchanges, 198, 199

section 409A, 36, 50

section 422(d), incentive stock

options, 41, 47

section 423, 50

International Accounting Standards,

130
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International financial reporting

standards (IFRS), 18, 20, 22,

26, 72, 73

International IPOs, 123–129. See

also International stock

exchanges

International Securities Exchange,

LLC, 181

International stock exchanges

Alternative Investment Market.

See Alternative Investment

Market (AIM)

Europe, 135–137. See also

individual exchanges

selection criteria, 124, 125

and short selling, 144, 145

survey of, 144, 251–257

Web sites, 247–249

Internet

and direct public offerings, 27

and road show broadcasts, 183

Internet IPOs, 53, 56

Intrastate offerings, 187, 239

Inventory, internal controls, 72

Investment banks. See also

Underwriters

and alternative private IPO

market, 13

and IPO offering price, 4

letter of intent, 167. See also

Letter of intent

public offering price

recommendation, U.S. IPOs,

184

and reverse merger valuation and

liquidity issues, 197

and small-cap IPOs, 15

and special-purpose acquisition

companies (SPACs), 206,

216, 217

versus venture-backed IPOs, 56

Investor demand, 118–120. See also

Institutional investors

Israel. See Tel Aviv Stock Exchange

(Israel)

Japan, 93, 94

Jobs Creation Act of 2004, 152–155

Key employees, 35–50

KualaLumpur Stock Exchange, 125

Legal and regulatory compliance

review of prior to IPO, 84, 85

and risk analysis, 111, 112

Letter of intent

SPACs, 205, 206, 210, 214, 215,

225

U.S. IPOs, 165, 167–169, 178,

179

Leveraged recapitalization, 117, 118

Liability

contingent, 83–85

foreign bribes, 90, 91

Foreign Corrupt Practices Act, 85

SCOR offerings, 240, 241

Limited liability companies (LLCs),

116, 117

Limited partnerships, 116, 117

Liquidity

and lock-up periods, 115, 116

special-purpose acquisition

company (SPAC), 204, 209

Lockup agreements, 36, 185, 186

Lockup periods, 36, 115, 125, 137

London Stock Exchange, 23, 129–

130, 133

Alternative Investment Market.

See Alternative Investment

Market (AIM)

Luxembourg, 4

Malaysia, 125

Management. See also Executive

officers

compensation packages, 34, 35
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importance of, 33, 34

proven management team, 54, 55

SPAC management, 205, 206,

220, 221

Materiality

material changes to internal

controls, reporting, 88

material misstatements or

omissions in IPO prospectus,

85

material misstatements or

omissions in registration

statement, 172

material weakness in internal

control over financial

reporting, 87, 88

qualitative and quantitative,

20, 21

and SCOR offerings, 240

Mergers and acquisitions. See also

Antitakeover defenses

common mistakes, 64–69

consolidations, 58, 59

and pre-IPO growth strategy,

55, 56

reverse mergers. See Reverse

mergers

roll-ups, 57–69

special-purpose acquisition

companies. See SPAC

(special-purpose acquisition

company)

Merit reviews, 27, 28, 182

Nasdaq Stock Market (Nasdaq)

audit committee requirements,

108, 109

fees, 171

and foreign competition, 1, 2,

5–12

independent director

requirements, 104–106. See

also Board of directors

Nasdaq Capital Market, 167, 171,

181

Nasdaq Global Market, 167, 171

Nasdaq Global Select Market,

167, 171

offering expenses, 4, 5

public float requirement, 167

as source of regulations, 16

and SOX applicability, 126

and special-purpose acquisition

companies (SPACs), 206

and state securities registration

requirements, 180

traditional U.S. IPOs, 165

New York Stock Exchange (NYSE)

and foreign competition, 1, 2,

5–12

NYSE Euronext Inc., 12

as source of regulations, 16

and SOX applicability, 126

and special-purpose acquisition

companies (SPACs), 206

and state securities registration

requirements, 180

traditional U.S. IPOs, 165

Nominated advisor (Nomad),

130–132, 137

North American Securities

Administrators Association

(NASAA), 245

Norway, OMX Nordic Exchange,

252–255

Notre Capital Ventures II, 62, 63

NYSE Arca, Inc. (Pacific Exchange,

Inc.), 180

Offering circular, Regulation A

offerings, 232, 236, 237

Offering expenses. See Costs

Offering statement, Regulation A

offerings, 231, 232, 236, 237

Offshore holding companies. See

Foreign holding companies
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OMX Nordic Exchange (Norway),

252–255

Opportunity windows for IPOs,

118–120

Orexigen Therapeutics, Inc., 53, 69,

170, 172

Organization for Economic Co-

Operation and Development

(OECD), 85

OTC Bulletin Board, 15, 55, 126,

132, 145, 181, 195, 197.

See also Pink Sheets

Overallotment option (green shoe),

185

Parmalat, 16, 24

Passive foreign investment

companies (PFICs), 156, 157

Penny stocks, 167, 199, 200

Pension plan contingent liabilities,

84

People’s Republic of China. See

China

Performance share plans, 35

Performance share/unit plans. See

Phantom stock plans

Phantom appreciation plan, 41

Phantom stock plans, 35, 41, 43–44

Philadelphia Stock Exchange, Inc.,

Tier I

and state securities registration

requirements, 180

Pink Sheets, 15, 55, 126, 129, 131,

132, 145, 181, 195, 197

and SOX applicability, 126

PIPE (private investment public

equity) transactions, 191

Poison pills, 94, 95, 97

Poof roll-ups, 58, 60, 62, 63

Preferred stock, 97

Pregnant Form 8-K, 215

Press releases and publicity, U.S.

IPOs, 169, 174–178

Price/earnings multiple, 51, 165,

166, 184

Pricing meeting, U.S. IPOs, 183, 184

Private equity financing, 11, 12

advantages of financing from, 68

disadvantages of financing from,

68, 69

and IPO strategy, 56

need for financing from, 67, 68

and roll-ups, 60

Rule 144A offerings, 13

SPACs compared, 204

use of to finance growth, 68

Private investment public equity

(PIPE) transactions, 191

Private placements, 8, 68, 198, 241.

See also Rule 144A IPOs

Promoters, 199, 230, 231

Prospectus, 85, 171, 176, 177, 179,

180

Proxy statements

and antitakeover strategies, 99

public shell merger proxy

statement, 193, 199

special-purpose acquisition

company (SPAC), 205, 211,

212, 215–221

Public Company Accounting

Oversight Board (PCAOB),

16

Auditing Standards, 23

Public shell companies. See Reverse

mergers

Put options, 219, 220

Qualified institutional investors, 13.

See also Institutional

investors

Quiet period, 178, 180

Red-herring prospectus, 176

Registration process, U.S. IPOs, 165,

180, 186
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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 exemption,

227, 232

state securities laws, compliance

with, 27, 227, 229

substantial good faith compliance,

238

testing-the-waters 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

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

promoters, 190, 196–197

public shell companies, generally,

189–191

shell company defined, 189, 190

SPAC mergers compared, 191,

204

triangular, 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 IPOs, 8, 12–14

Rule 419 blank-check companies,

190, 199–203

Rule 504 exemption, 241, 242

S corporations, 45–49, 57, 116, 117

Sarbanes-Oxley Act of 2002 (SOX)

and accounting costs, 19

applicability of, 125–129

internal controls, 6, 23, 110

and international IPOs, 123–127

international reaction to, 6, 8

section 404, internal controls, 87

Section 404 requirements, 23, 24

whistleblower policy requirement,

110

SCOR offerings (small corporate

offering registration)

costs, 241

eligibility for, 242, 243

escrow of sale proceeds, 244

financial statements, 243

Form U-7 (ULOR), 239, 245

liability issues, 240, 241

offers and sales, 244

overview, 187, 239–241

question-and-answer format, 239,

240, 245

Rule 504 registration exemption,

241, 242

SCOR Policy Statement, 242

state securities laws, 240–245

Securities Act of 1933

due diligence defense, 172–174

gun-jumping prohibition on sale

of securities, 174–176

internal control requirements, 87

Rule 10b-5, 219

Rule 10b-18, 217, 219

Rule 10b5-1, 217

Rule 144A IPOs. See Rule 144A

IPOs

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

requirement, 65, 72

comment letter, 180

‘‘Current Accounting and

Disclosure Issues in the

Division of Corporation

Finance,’’ 73

disclosure rules, 25, 26

EDGAR database, 204

filing fees, 171

Form 8-K, 26

Form 10-K, 26

Form 10-Q, 26

and 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 IPOs

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 15c2-11, 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, 18,

19

alternatives to foreign IPOs, 15

disadvantages of U.S. IPOs, 15, 16

and employment growth in the

U.S., 28

foreign IPOs, 15, 24, 25

impact of regulation on, 16, 17

and large institutional investors,

14, 15

and need for internal controls, 23,

24

and offering expenses, 5

private equity financing, 11, 12

and risk, 19, 27

and Rule 144A offerings, 14

and SEC disclosure regulations,

16, 17, 25, 26

and state securities laws, 26–28

and U.S. stock exchanges, 1, 2

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, 223–225

and blank-check companies, 203

business combination process,

212–226

capital structure, 207–210

confidentiality 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 (GEM),

140

special-purpose acquisition

company (SPAC), 211, 217–

220, 222–226

Staff Accounting Bulletins (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

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, ISOs, 45

controlled foreign corporations,

155–159

corporate inversion rules,

152–155

family 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, 167–169, 178,

179

liability for material

misstatements 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

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 Small-cap

companies (market value less

than $250 million)

U.S. Foreign Corrupt Practices Act.

See Foreign Corrupt Practices

Act of 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; Nasdaq Stock

Market (Nasdaq); New York

Stock Exchange (NYSE)

Valuation

post-IPO, 14, 54, 61, 166

reverse mergers, 197

special-purpose acquisition

company (SPAC), 210, 216,

221, 223

U.S. IPOs, 165–167

Venture capital financing. See Private

equity financing

Vienna Stock Exchange (VSE)

(Austria), 136

Warsaw Stock Exchange (WSE)

(Poland), 136

Web sites

content of company’s web site and

U.S. IPOs, 175, 176

international stock exchanges,

247–249

listing 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
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