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. LANLASINISUSSENE .

* M&A Overview

®* M&A Model: Share / Asset / Business

® M&A Financing: LBO / Swap / Sale & Lease Back
®* M&A Laws

® Corporate / Securities

® Property / Labor / Tax
®* M&A Contracts and Documentation

® MG&A Legal & Tax Due Diligence )
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. M&A Model .

Share
(New & Existing)

Cash

M&A
= Property _
Model (TA & ITA)

Non-Cash
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Customers)
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- Project Deal = Euro 3,000 M

- No capital gain tax payable to Thailand under DTA (Thailand & Netherlands)
- Tax payable only stamp duty on share transfer of Thai Holding Co



. M&A Financing .

Source & Cost of Fund —
\\‘ \

Cash & Property : Sha Swap

ebt Financing

Q

L Leverage Buy-Out J




- Hana Semi-conductor Case -

5 — Refinance with Target’s property

-

O — | Take over
" ForcignBank . | HamaHK | ——

3 - Loan without interest
2 - Sharefinvestment Hong Kong
./ """ Thailand
4 - Interest Payment
- LBOs Transaction




. M&A Financing: Source of Fund .

1. Gunkul acquired 10,000 shares in ‘Korat
Wind Energy’ (THB 432 M): Project cost 4.68
BN (B/E 2 BN / Bond 1 BN / PP & Bank loan):

Various source of fund

2. WHA take over HEMRAJ (Industrial estate)
THB 22 BN: Future REIT



- M&A Financing: Source of Fund .

3. Property Perfect increased 4,700 M share to swap

shares in Thai Property (GRAND): Turn share into

business

4. Singha purchased shares (PP) in RASA THB 550
M by paying of business value of THB 7.78 BN:

Backdoor listing to rename Singha Estate

5. Asset Bright acquired apartment business of

Orchid Ville in Soi Sukhumvit 39 (THB 680 M)
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. M&A Strategy .

/ EPG / Big C / SAWAD /JMART /
Business

Expansion

M&A Strategy

Reorganization Diversification

PTTGC /BEM / Dynasty BJC / Central Food /PTTR /SST
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. M&A: Key Technical Terms .

LBOs: Leveraged buyout: the purchase of a company or a business unit
of a company by an outside investor using mostly borrowed capital

MBOs: Management Buyout: a leveraged buyout controlled by the
members of the management team of a company or a division

Bridge Financing: temporary funding that will eventually be replaced by
permanent capital from equity investors or debt lenders

Debt Push Down: financial term, referring to an accepted accounting
method which shifts debt from a parent company’s accounts to those of
a subsidiary company. It is normally used when one company acquires
another

Escrow Account: Escrow generally refers to money held by a third-party
on behalf of transacting parties
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. M&A: Key Technical Terms .

Drag-Along Rights: the right of a security holder to force another

security holder to sell his or her stock (usually in connection with
a sale of the company), provided that the person being dragged
receives the same price, terms, and conditions for the security
being sold as the person exercising the drag along rights. Drag
along rights facilitate the ability to sell 100 percent of a
company's securities to a buyer, thereby eliminating any minority
iInvestors. Many buyers are only willing to buy a company that
the buyer can completely own. Drag along rights are eliminated

in connection with an IPO.
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. M&A: Key Technical Terms .

Tag-Along Right: the right of a minority investor to receive the

same benefits as a majority investor. Usually applies to a sale

of securities by investors. Also known as Co-sale right

Earnings Before Interest, Taxes, Depreciation and Amortization

(EBITDA): a measurement of the cash flow of a company. One
possible valuation methodology is based on a comparison of

private and public companies’ value as a multiple of EBITDA
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M&A: Legal Papers

Pre-M&A Due Diligence Deal Closing
Express.of Legal Share Purchase
Finance
Non-Disclosure Sale & Purchase
Agreement Tax Agreement
Letter of Intent Accounting Shareholding
MOU Technology Agreement
Term Sheet Ancillary Contracts

Commercial Term Property

15



. Hierarchy of M&A contracts

® Expression of interesting

(EQI)
°LOI & MOU

® Confidential agreement &

Non-disclosure agreement

¢ Sale & Purchase

Agreement

16



. M&A Contract /| Documentation .

Share Deal Property Deal

M&A

Non-competition
Business Deal Non-solicitation
Non-Disclosure



. Share purchase transactions .

1. Individual / Corporate Shareholders

2. Deal with pricing

3. Validity of share transfer: Share Transfer
Instrument

. 2 step of acquisition: Local /| Offshore
Bank transaction / Bridging loan

. Offshore deal closing

Share Purchase Agreement (SPA)

. Management (Consulting) Service Agreement
(MSA)

© N oV A
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. Non-competition & Non-solicitation

1. Period of
restriction:2/5/ 7
years

2. Area of restriction:
Thailand /| ASEAN /
Asia

3. Cloning mission: 2
years is enough?

19



M&A: Contracts

Contract

Key Terms

MOU / LOI

*Initial Commercial Term
*M&A Model

Indicative price
*Exclusivity
*Non-Disclosure

*Due Diligence

Legal & Non-Legal Binding 20




. M&A: Contracts .

Contract Key Terms

Sale & | +Closing date / Effective date

Purchase
«Condition precedent / Representation & Warranty
Agreement

(SPA) | <Term of payment / Installments / Selling price
(Net basis ?) / Escrow Account / Milestone of

payment

*Non-competition / Non-solicitation / Non-

disclosure

*Governing Law / Dispute Resolution 21




. M&A: Contracts .

Contract Key Terms

Shareholders | -BOD Nomination / Authorization / Key
Agreement | Management

(SHA)
Reserve Matters

*Repurchase Price / Pricing basis (NBV /
EBITDA)

Put & Call Options / Drag-Along & Tag-Along

*Deadlock Management / Exit Strategy

22




M&A

Legal Framework

Legal Obstacles




M&A Legal Framework

1. Corporate law

2. Property law

3. City planning law
4. Environmental law
5. Tax law

6. Labor law

/. Securities law
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. Legal Obstacles -

® Long term contract / Long term commitment
® Difficult to terminate
® Not easy to revise
® Golden parachute
® Expensive to pay off
® Unable to pay off
® Golden share

® Voting rights on key decision issues

25



. Legal Obstacles

® Negative majority (shares/voting)
® 25% of shareholding to block major votes
® Separation of IP assets and core (fixed) asset
® Operating company
® Property company
® P company
® Difficult to buy all assets

® | abor union

® Bargaining power / Check and balance

26



. Legal Obstacles

*ESOPs
® Employees Stock Options
®* Power of employees

® Various disputes and court cases
® Property case / Corporate case
® Financial case / Trading case

® Corporate case / Personal case

27
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Due Diligence

Legal & Tax
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. Legal due diligence .
Real property vs. Intellectual property

® Legal due diligence: Legal diagnosis

—Legal DD

» Corporate: Share / Director / Shareholder / BOI /

Business License

 Property: Mortgage / Encumbrances / Right of way /

Property License

* Contract: Business contracts / Related transaction /

Loan

« Litigation: Civil / Criminal / Administrative liabilities .,




. Contract due diligence .
Active vs. Expiring contracts
Contracts X-ray Points of concerns

Long term contract - Automatic expiration
- Renewable action
- No termination clause

Condition precedent - Contract activation

(CP) - Completion of CP

Condition subsequent - Contract termination

(CS) - What part of contract / Outside
contract

Event of default - Failure of CP

Waive or not

35



. Contract due diligence .
Active vs. Expiring contracts
Contracts X-ray Points of concerns

Confidentiality - Scope of confidential information
- Period of non-disclosure
- Survival conditions

Termination rights - Termination with cause
- Termination without cause

Contingent liabilities - Off-balance sheet
- Personal liabilities

Non-exit contracts - Failure of CP
Waive or not 36



IP due diligence .
Hidden assets vs. Future infringement

IP
(Out of Balance
Sheet)

Terms ] __| Evidence ) r
) Software ] Cost-based }
<{ Expiration | Protection \

‘ Renewable] Proof } ‘
r A[Service Mark] Obsolete IP
Dispute IP

\

Registration Non-registration IP Valuation

r

N

Trade Mark] r Revenue-
— based
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. License due diligence
Government license vs. Business license

® Licensing agreement
®* Monopoly ?
® Open or closed source ?
® Validity of government license
® Specific license (not allow to transfer)

® Disqualified license (when transfer the share

ownership)

® Renewable license and fee increasing

38



Litigation due diligence .
Contingent dispute vs. Court battle

1. Court search

1. Civil court / Criminal court

2. Bankruptcy court

3. Labor court / IPIT court / Tax court
4. Administrative court

2. Dispute out of court: Insurance / Consumer

Protection

39



. Legal exposures -

Noodle restaurant (case 1)

* Factory located on ‘Green Zone’ under
the City Planning law
— Exposure = Remove

Samui hotel (case 2)

* ‘Buildings’ located on ‘Restricted Zone’
under the local construction law

— Exposure = Remove

40






. What tax areas ?

1. Corporate tax

2. Personal tax

3. Withholding tax [ Local [/ Cross-border
4. VAT

5. Specific business tax (SBT)

6.Stamp duty

7. Land and House Tax

8.Customs [ Excise |/ Provincial tax

42



. Tax exposure: Hotel business .

Offset and related transaction (Case 1)

* A Thai subsidiary company (hotel in Phuket)
borrowed fund from its offshore parent company

* The interest shall be accrued without actual
payment

* The parties agree to convert the loan and
accrued interest to be a principal in a new loan
agreement without actual repayment

* Tax exposures would be approximately Baht 30
M
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. Tax exposure: Power & energy .

Subsidized fund (Case 2)

* A Thai subsidiary company (construction
business) derives the subsidy fund (THB 490 M)
from its offshore parent company

* Purpose of the subsidy is to assist the financial
crisis of the Thai Co

* Thai Co is required to seek and notify the business
opportunities in Thailand to its parent company

* Tax exposures would be approximately Baht 137
M

44



M&A Planning

Legal & Tax
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. AAAITTEIN NS EBT .

® Dilution Effect in Listed Co after EBT

® Pricing of share in the SET (not match with the selling

price)
® Silent period of new share (Private Placement)
® Time constraints: Shareholder / Corporate Registration
® Paper works: SPA / Government Documents

® Transaction costs: Advisor / Government Fee / Others

® Government Agencies: DBD / DOL / RD
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. Partial Business Transfer - PBT .

1. Set up SPV Co
Buvin 2. Hold share to be associate companies
YINS | 3. pBT: Exemption on VAT, SBT, SD

company \

I Target > (associate
Selective BU I .
| | company companies)

I I I I I | [ |
| Transfer partial business
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. Tax incentives for M&A: .
Partial Business Transfer (PBT)

* Selective Business acquisition: PBT

Seller Buyer

*Must be associate *Must be associate companies
I o)
companies (25% (25% shareholding); or

shareholding); or
Hold shares over 50% longer

. o)
Hold shares over 50% longer than 6 months

than 6 months

-Asset under PBT must be the ;Net tisse’:hvaluel of b]tjyer ”tOt
asset in the business and not uensc?er I?’rI]BT € vallie ot asse
the sale of asset under the

ordinary course of business » Notices to the Revenue
Department within the time

* Notices to the Revenue :
required

Department within the time
required 54
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