





 Categories
 Top Downloads









Login
Register
Upload











Search












	
Categories

	
Top Downloads

	
	
Login

	
Register







Search











	
Home

	Tute 1

 Tute 1


July 31, 2017 | Author: Andy Wong | Category: Clinical Trial, Stocks, Financial Economics, Business Economics, Business 


 DOWNLOAD PDF - 50.4KB



 Share
 Embed
 Donate



 Report this link







Short Description

Download Tute 1...



Description


FNCE30002 CORPORATE FINANCE 2012-1 TUTORIAL 1: Equity Capital SECTION A Question 1 Malinger Ltd, a pharmaceutical manufacturing and supply company, wants to build a new production facility, but it does not have enough money. It plans to raise the necessary capital through an equity rights issue. Malinger has 72 million ordinary shares outstanding and plans to issue an additional 9 million shares, on the basis of a 1 for 8 rights issue, at a subscription price of $1 per share. If Malinger's cum-rights price is $10, determine the following: a) b) c) d) e) f)



(g)



(h)



How much does Malinger intend to raise? Sean Pinder is currently a shareholder of Malinger. How many shares must Sean hold to get one new share? What is the theoretical value of the right to one new share? Why may the share price not fall to its theoretical ex-rights price on the ex-rights date? What is the share's theoretical ex-rights price? Sean Pinder currently owns 80 Malinger shares. How many shares will he hold if he accepts the rights issue? How does the rights issue affect his wealth? Show his pre-issue and post-issue wealth (including stocks and cash). Malinger needs the money quickly, otherwise the investment opportunity will be gone. What other methods exist to raise equity capital? Which of those methods would be best suited to meet its needs? Why? What are the disadvantages? Malinger is considering not to use an underwriter. Discuss why an underwriter may not be necessary in Malinger’s case and the risks associated with not hiring one.



Question 2 Are Australian companies restricted in raising equity capital by way of a private placement? Is this position justified? Question 3 List the advantages for a privately held company in going public? Are there any disadvantages?
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Section B: Mandatory work that will be collected during tutorial Case Study: Australian Cancer Technology Limited



_____________________________________________________________ 2



Rights Issue & Fund Raising to expand Pentrix Clinical Trials Announced by: AUSTRALIAN CANCER TECHNOLOGY LIMITED (ACU) Announced on: 12 Nov 2001 7:11:05 PM Part: A Words: 356 Status: Market sensitive (Y) Industry Sub Group: Biotechnology (212) AUSTRALIAN CANCER TECHNOLOGY LIMITED 2001-11-12 ASX-SIGNAL-G HOMEX - Perth +++++++++++++++++++++++++ Australian Cancer Technology Limited (AustCancer) (ASX: ACU) today lodged a Prospectus for a Rights Issue entitling shareholders to purchase one share at 17.5 cents for every four shares held. The Issue will raise up to $2.1 million to expand the clinical trials of the Pentrix(TM) cancer vaccine which is currently in Phase 1 evaluation at St Vincent's Hospital, Sydney. The funds will permit the Company to increase up to 40 the number of patients in the clinical trial of Pentrix(TM). Trialing the vaccine on a larger number of patients in the lb/2a phase of the trials will allow the Company to identify particular cancers or patient groups in whom the vaccine shows the strongest immune response. AustCancer commenced developing the Pentrix(TM) anti-cancer vaccine in February this year and in that time has progressed the drug through the regulatory process and commenced Phase la human clinical trials. In addition, the Company has developed a number of technologies to assess the immune response to the drug and has completed a programme of research to further enhance its Intellectual Property position. The prosecution of patents has commenced around the world following a favourable international examiners report. Phase la of the trial is directed at determining the safety and toxicity in man. A successful outcome in December will enable trials to proceed to the lb/2a phase during 2002. This second stage of the trial is expected to provide the first indications that the vaccine is stimulating the immune system to attack cancer cells in man. AustCancer Managing Director, Dr Alistair Cowden, said it is a considerable achievement to have moved the Pentrix (TM) vaccine from the laboratory to clinical trials in humans in less than a year. AustCancer is poised for a significant re-rating as the trials progress and we are pleased that the Rights Issue gives every shareholder the opportunity to purchase further shares at a discount to market, prior to the completion of the first stage of the clinical trial. A Cowden MANAGING DIRECTOR Please direct enquiries to: Alistair Cowden/Brett Dickson (FINANCE DIRECTOR) Telephone: (08) 9486 4622
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Disclosure Document Announced by: AUSTRALIAN CANCER TECHNOLOGY LIMITED (ACU) Announced on: 12 Nov 2001 7:08:02 PM Part: B Words: 532 Status: Market sensitive (Y) Industry Sub Group: Biotechnology (212) AUSTRALIAN CANCER TECHNOLOGY LIMITED



2001-11-12



ASX-SIGNAL-G



HOMEX - Perth +++++++++++++++++++++++++ CHAIRMAN'S LETTER Enclosed with this letter is a Prospectus detailing a Rights Issue to raise up to $2.08 million in working capital for your Company. I urge you to read it carefully. Your Company embarked on developing the Pentrix(TM) anti-cancer vaccine in February this year and since then has brought the drug through the regulatory process and commenced clinical trials at St Vincent's Hospital in Sydney. In addition, the Company has developed a number of technologies to assess the immune response to the drug and has completed a programme of research to further enhance the Intellectual Property position. The prosecution of patents has commenced around the world following a favourable international examiners report. As the trials progress, your Company is poised for a significant re-rating. The first phase of the trial, directed at safety and toxicity in man is nearing completion and, given a successful outcome, will proceed to the second phase through 2002. In this stage of the trial we can expect the first indications that the immune system is being stimulated to attack cancer cells in man as predicted. To have moved in a single year from the laboratory to clinical tests of efficacy in man is a considerable achievement. My fellow directors and I believe the Company is significantly undervalued compared to its listed peers and to valuations made by independent experts and market analysts. Recently we moved to strengthen our board and its profile in the marketplace with the appointment of Dr Roger Aston as Executive Director Research and Development, and Dr Katherine Woodthorpe, as a Non-Executive Director. The opportunity we place before you today is to support Australian innovation in an area with great potential benefit to the wider community, in addition to that which may come to the Company. It is also an opportunity for you as a shareholder to acquire stock free of brokerage. Your directors are conscious of the lack of opportunity for small shareholders to participate in institutional placements and are therefore pleased to provide this opportunity to those who have supported the Company, I draw to your attention the flexibility with respect to take up of your rights. You may take up part of your rights, all of your rights and, in addition, subscribe for shares beyond your entitlement through the shortfall offer.
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Aust Cancer is pursuing a portfolio approach to its technologies and consequently has secured an international Strategic Alliance with UK listed drug discovery and chemistry provider, BioFocus plc. Our first joint venture is targeting a novel breast cancer drug and our intention is, given success in that project, to broaden the joint venture to other projects from BioFocus' product pipeline. The funds raised from this Rights Issue will permit the Company to accelerate the clinical trials of Pentrix(TM) and to expand the number of patients from the initial 20 planned to 40. A larger number of patients will permit us to focus on the disease or patient types that are delivering the best initial indications of efficacy. Once again, I thank you for your support and I look forward to exciting times ahead for your company. F Daly CHAIRMAN



Questions Refer to the case study and to the chairman’s letter above and answer the following questions: 1. 2. 3. 4. 5. 6. 7. 8. 9.



Is it important that the chairman inform shareholders of the use of the funds raised via the rights issue? Why? Is the rights issue renounceable? How many shares must you own to get the right to one new share? What is the subscription price? What is a ‘shortfall offer’? Do you have to own the shares to get the shortfall offer? If you had been a shareholder would you have subscribed for the rights? Why? If you had subscribed for the rights, given the way the share price subsequently behaved, would you have exercised them? What is the reaction of the market to the announcement of the rights issue? Give reasons as to why the market may have reacted the way it did. What risks were faced by the company doing the rights issue? Do you think the share price would have fallen by the exact theoretical value of the right on the ex-rights date? Why?
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