GHC: Board Resolution on adjustment and implementation of the plan on issuing shares to outstanding shareholders
On 06 Mar 2020, Gia Lai Hydropower Joint Stock Company announced the Board resolution on adjustment and implementation of the plan on issuing shares to outstanding shareholders as follows:
Article 1. Pursuant to Item 1, Clause 5, Article 1 of the extraordinary General Mandate 2019 No. 02/2019/ NQ- DHDCD dated December 5, 2019 on authorizing the Board of Directors to decide the detailed share issuance plan including the preparation, adjustment or change in the plan on using proceeds. The Board of Directors approved the adjustment and detailed implementation of the stock issue plan to the existing shares, specifically as follows: 
I. Plan of issuing shares to existing shareholders: 
1.  Share issuer: GIA LAI HYDROPOWER JOINT STOCK COMPANY
2. Current charter capital: VND 205,000,000,000 
3. Name of share to be issued: Share of Gia Lai Hydropower Joint Stock Company 

4.  Stock code: GHC 
5.  Type of share: Common share  
6.  Par value: VND 10,000/ share  
7. Number of outstanding shares: 20,500,000 shares
8. Number of shares to be issued: 10,250,000 shares
9. Total par value: VND 102,500,000,000 
10. Charter capital after the share issue: VND 307,500,000,000

11. Eligible buyers: Outstanding shareholders of the Company named in the list on the record date of exercising the right of share purchase
12. Expected execution time: in 2020 after approval of the annual General Meeting of Shareholders and the State Securities Commission 
13. Issue method: Right exercise ratio: 2:1 (on the record date, shareholders who own 02 shares can buy 01 additionally issued share)
14. Offer price: VND 25,000/ share

15. Method of determining the offer price: 

- Based on the Company's financial statements on December 31, 2018, book value: VND 17,203/ share, and based on the Company's financial statements on 31 Dec 2019, book value: VND 17,616/ share

- Market price: The average closing price of GHC shares in the last 6 months (on October 31, 2019):  VND 35,679/ share

- Based on the market situation, and at the same time to ensure the successful issuance, the General Meeting of Shareholders approved the issue price for existing shareholders of VND 25,000/ share, 45.32% higher than book value on December 31, 2018 and 48% lower than market price on October 31, 2019

16. Provisions on share issue and transfer of share purchase rights

- Additionally issued shares are common shares and are limited to transfer

- Shareholders are allowed to transfer the share purchase rights to other people but only allowed to transfer once within a specified time (the assignee of the purchase right is not transferable to the 3rd person)

 17. The plan on handling fractional shares and unsold shares of the share issue (if any)
The General Meeting of Shareholders authorized the Chairman of the Board of Directors to have full authority for research, negotiation and decision on offering fractional shares due to rounding down to the units and the number of unsold shares to other entities at appropriate time, ensuring the compliance with the provisions of law. The selection of Partners for further distribution will ensure compliance with Clause 3, Article 9 of Decree No. 58/ 2012/ ND - CP dated July 20, 2012 amended and supplemented in Clause 7,  Article 1 of Decree No.60/ 2015/ ND - CS dated June 26, 2015. The offer price is not lower than the price offered to existing shareholders
The selection of Investors to purchase shares under this issuance plan may lead to the possession of a number of voting shares that exceed the public offer rate in accordance with the law, then the tender offer is unnecessary 
18. Expected dilution of shares after the share issuance: 
During the share issue to existing shareholders, there will be dilution risks, including: 
+ Dilution of net income per share (EPS)
+ Dilution of book value per share 
+ Dilution of holdings and voting rights 
After GHC offers shares to increase its charter capital, number of outstanding shares of GHC also increase accordingly

- Total number of current outstanding shares: 20,500,000 shares 
- Total number of shares to be offered: 10,250,000 shares 
- Total number of outstanding shares after the share issue: 30,750,000 shares 
Due to the share issue implemented in the first and second quarter of 2020, it may lead to risks of diluting the stock in 2020

The number of outstanding shares will increase, leading to GHC stock dilution. The stock dilution can lead to the following effects: 
a. Basic earnings per share (EPS): may decline because profit after tax is shared by a larger number of shares. However, it also depends on the proceeds GHC collects to invest in the new factory project which has just come into operation
Calculation method: 
          Profit after tax - Dividend of preference shares
EPS = 
--------------------------------------------------------------------------------
      Average number of outstanding shares in the period 
In which: 
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X:  Volume of outstanding shares before the share issuance 
Y: Volume of additionally issued shares 
T: Actual circulation time of shares before the share issue 

T’: Actual circulation time of additionally issued shares
Suppose the end date of this share issue of GHC is June 30, 2020, 
(*) the average number of outstanding shares in 2020 of GHC (in case of not issuing additional shares) = 20,500,000 shares 
(* *) GHC's average number of outstanding shares in 2020 (in case of issuance of additional shares) = (20,500,000 * 12 + 10,250,000 * 6)/ 12 = 25,625,000 shares 
With the business results achieved in the last 04 quarters, the after-tax profit in the 4th quarter financial statements of 2019 reached VND 96,393,879,032; EPS in the latest 4 quarter on December 31, 2019 reached VND 4,702/ share

With the estimated profit after tax of 2020 of VND 94 billion, the expected EPS of 2020 of GHC before and after the issuance of additional shares is as follows: 
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b. Change in book value per share

Book value per share = Owner's equity/ number of issued shares - treasury shares

On December 31, 2019, the equity in the 4th quarter 2019 financial statements of GHC: VND 361,124,299,570

Number of issued shares after excluding treasury shares on December 31, 2019: 20,500,000 shares Book value per share of GHC on 31 December 2019: VND 17,616/ share 
Number of additionally issued shares: VND 10,250,000
Proceeds at the offer price: 256,250,000,000 
Number of outstanding shares after the share issue: 30,750,000 shares
The equity changes after the share issue with price of VND 25,000/ share: 361,124,299,570 + 256,250,000,000 = VND 617,374,299,570 
Book value can be adjusted as follows: 
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c. Dilution of voting rate 
Risk of dilution of the voting rate occurs in case the existing shareholders do not register to buy all or part of the shares distributed in proportion, resulting in the diluted voting rate 
d. Adjustment of share price

Share issue to existing shareholders will cause the reference price on ex-date to be adjusted technically according to the following formula:




Closing price before XR + I x Issuing price
Daily reference price (XR) = ----------------------------------------------------------------------





1 + I
In which: 
Daily reference price (XR): the reference price of shares on the ex-date for buying shares to increase capital
Closing price before XR: the stock price before the ex-date trading session for buying shares to raise capital 
I: the capital increase rate in the share issue 

For example, number of outstanding shares after the share issue: 30,750,000 shares

Assumption: 
- The closing price of GHC shares before the ex-date: VND 38,000/ share

- Issue price (determined according to the above principle): VND 25,000/ share 
- The capital increase ratio is 0.5 times of the company's existing capital

Thus, the company's reference price of shares on the ex-date:




38,000 + 0.5 x 25,000



Daily reference price (XR) = ---------------------------------------- = VND 33,667/ share






1 + 0.5

19. Minimum successful rate of offering shares to the public: 50% 
20. Plan for using the proceeds: 
* Estimated proceeds in case of successful share issue: 
- In case the Company sells off 10,250,000 shares with offer price of VND 25,000/ share, the total expected proceeds is VND 256,250,000,000
- Plan of using the proceeds: The total expected proceeds from this share offer to existing shareholders: VND 256,250,000,000. This amount will be used as follows:
- Investment cooperation with individuals/ organizations that own large roofs to develop solar power projects in the provinces of Thua Thien Hue and Gia Lai, Binh Thuan, Hau Giang ...with a total estimated investment (VAT) of about VND 334.909 billion, in which: 
- Reciprocal capital mobilized from the share issue: estimated at VND 219.139 billion 
- Capital contributed by individuals/ organizations with roofs: VND 15.300 billion 
- Expected loans: about 100.470 billion dongs
- Supplement working capital: 37.111 billion dongs 

- Expected time of using the proceeds: in 2020 after the share issue completes

- Solutions in case of failure to raise sufficient capital from the share issue: In case the Company fails to collect the expected sufficient amount of money from the share issue, the Company will negotiate with other credit institutions/ banks to finance the shortage of investment 
II. Commitment to depository registration and additional transaction registration: 
For the entire additionally issued shares, the Company will carry out the necessary procedures for registration for depository and additional transactions in accordance with the law

III. Other relevant content: 
- Approving the amendment of the charter capital in the Company's Charter in accordance with the results of the share issue 

IV. Implementation: Assign the Chairman of the Board of Directors to implement the plan approved in this Resolution
Article 2: Enforcement

1. Board resolution took effect from the signing date 

2. Members of Board of Directors, Management Board, head of departments and all employees of the Company will take responsibility for implementing this Board resolution 

