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Links -between corporate
governance and IPOs

businesses to the Thai capital market.
Government palicies to stimulate the
market, including corporate taxreductions
for newlylisted companies, have ledt to
significant growth since 2002 in listings,
market capitalisation and trading volume.
" Stimulated by incentives, a number of
privately owned businesses with great
poteutial, which include SMEs, long-
established family-owned businesses, suc-
cessful firms with new products and ser-
vices, ate attracted by the idea of “going
public”, opening themselvestou nlimited
low-cost financing and other benefits from
becominglisted. . .
With theassistance of financial and
legal advisers, these businesses spend
months making preparations and restr-
ucturing their organisations to meet the
criteria of the Securities and Exchange
Commission (SEC) and theStock Exchange
of Thailand (SET}. During this 1PQ prep-
aration phase, the minds of entrepreneurs
are mostly caught up in the procedural
steps of converting to'a public company,
due diligence, disposing of non-
performing debts and directors' loans,
book-building price, determining an.
appropriate IPO volume; anitselecting’
which customars, creditors or employees
shoutd be rewarded with pre-IPO stocks,
Very few have knowledge or familiarity
with the conceptofcorporate goverhance,
Although both the SEC and SET consider
ita priority, both badties encourage rather
than comipel listed companies to comply
with relevant rules and practical guidelines,
Suchignorance among new [PO.com-
stinies of this imporiant topic could be
oie of the reasons why the market prices
oftheir stocks go below the IPO prices on
the first day or first week of trading, to the
disappointment ofinvestors, ‘
IPO issuers should siart early in adopting
principles or code of practices to create
good corporate governance intheir organ-
isations in order to send a positivesignal
to investors and traders, showing them

I t's hardnot ta notice the eager rush of

integrity, transpareney, accountabilityand -

commitment. The issuers should bear in
mind that modern-day investors as
opposed to speculators are smart and
notontylook at profits and dividends
projected in the prospectus. Theyalso
follow the world’s great value investors.
bystudying other criterla of the company,
forinstance, how the executives run the
company, whether theyarea different,
group of people from the board, how, .
shareholders can participate in deciston-
making and monitor the management,
ete. | . .

There arevarious sets of corporate
governance principles for public com-
panies o follow, such as the principles of
American corporations, OTCD principles
urthe Cadbury Report, not to mention
setf-adapied/develaped principles by
somewell-respected Thai gurus, which

., toachieve the goal set
“HCéttain prificiples il U U

mast directors of IPQ issuers would find
difficult to comprehiend, as they are not
well-educated professionals hired to run
the business but, in fact, are seconid- ot -
third-generation business owhersorsuc-
cessful butinexperienced busihessmen.
They tend to prefer some realistic codes
ofconduct, which are éasyto follow and
remember, rather than a philosophyto
interprot for practice. _
Inaddition, the SET will be their prin-
cipatregulatory supervising body that per-
forms annual corporate governahce evalu-
atlons of listed companies as well as rates
their governance with the help of aratin I4
agency. Listed companies have to disclose
their corporate governance status in their
annual report (Form 56- 1) submitted to
the SET. For these reasons, itis advisable
and mostappropriate for [PO issuers to
tearn the 15 principles efgood corporate
governanceissued by the SET on March
i4,2002:. - - - . _
IN the first of three articles, we will

- lead you through these principles one by

one, with some remarks and suggestions
onwhat IPOissuers and their managernent
should do during the preparation phase .
eachprinciple, ...

andapplicableat the IO stage, so thoy -
will be touched un only briefly.,

- L Palicyon Corporate Governance,
The board of directors should providea .

. report ot the company's corporate govern-

ance policy as to what policies have been
implemented {and what have not been
implemented and why) in the company’s
annual report for the information of and
acknowlecigment by shareholders and oth-
errelated parties. ]

2, Shareholders: Rights and Equitable
Treatment, The board of directors should

-, encourage equal freatment of all share- .
. halders, particularly in connection with

therights to access the company’s infor-

“mation and to attend shareholder's meet-

ings. :
IPQ issuer: The board of directors of
the IPOissuershould organise and retain

- company books and accounts at the office

andprovide access to all interested parties,
including new shareholdérs who have no
participation inthe business but are never-
theless entitled to equitable treatment,
Maost private companies in‘Thalland have
never issued Share Certificates or created

" aRegister of Shareholders or minutes

books eventhough these are required
under corporate law. IPQ issuers should
create said documents beforehand so that
shareholders will feel confidentabout their
lawfulshate ownership. e
(Tobecontinued inPart2onMay6,)

Written by Kobkit Thionpreecha of Tilleke &
Glbhins tnternational Ltd, Please send topic
suggestions, comments, and fesdback te
$atnam 3. Sachavirawongseat
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