ASX IPO Workshop

The keys to a successful IPO

Tuesday 16" Feb




Agenda

Overview of the IPO Market — Eddie Grieve, ASX

IPO planning from a financial perspective — Kate Julius,
PricewaterhouseCoopers

IPO planning from a legal perspective — Andrew Rankin,
Norton Rose Australia

IPO planning from a broking perspective — Simon
Matison, Bell Potter Securities

Raising Pre-IPO Capital — Reuben Buchanan, Wholesale
Investor




ASX — A Great Market for Capital
Raising and Price Discovery

The road to growth and opportunity
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Agenda

Features of the Australian market
Benefits of listing
Basic listing requirements

. The process — ASX involvement

. The disciplines that accompany listing




Capitalised at $6 billion, ASX Ltd is the world’s %
7t largest listed exchange by capitalisation ASX

AUSTHALIAN SECURITIES EXCHARGE

Exchange Market Capitalisation $b

CME Group 24.5

Hong Kong Exchanges and Clearing (HKEX) 23.0

Deutsche Boerse 16.0

Intercontinental Exchange (ICE) 8.5

NYSE Euronext 7.4

Singapore Exchange (SGX) 7.0

Australian Securities Exchange (ASX) 6.0

Nasdag OMX Group 4.6

Dubai Financial Market 4.0

London Stock Exchange Group 3.2
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TMX Group 2.5

* By market value of operating entity, as at Jan-10. Source: Bloomberg.




MSCI World Index D
Weightings % at June 2009 LR

USA is 48.5%

MSCI World Country Index Weightings

Australia ranked 8™ with a weighting of 3.45%

FRANCE
CANADA
GERMANY

SWITZERLAND
AUSTRALIA
HONG KONG

Source: MSCI Barra, June 2009



Market Performance ASX

AUSTHALIAN SECURITIES EXCHARGE

Index Performance 2000-2009

—— S&P/ASX 200

Dow Jones
FTSE

NIE]]

Nasdaq

Source: IRESS. Common base of 100 at Jan-00, ends Dec-09.







ASX was the #3 securities exchange in the world %
for subsequent capital raising in FY09 ASX

AUSTHALIAN SECURITIES EXCHARGE

World secondary capital raising FY09
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9% of global

secondary equity

NYSE Euronext Group
Hong Kong
BME Spanish Ex.
BM&FBOVESPA
Borsa Italiana
NASDAQ OMX
Shanghai SE
Johannesburg SE
Shenzhen SE

National Stock Exchange

Source: WFE, Exchange websites. Jul-08 to Jun-09.



A diverse market
ASX

AUSTHALIAN SECURITIES EXCHARGE

Number of Listed Companies by Sector’ Market Capitalisation by Industry”

Telecommunication -
icati : Utilities
Telecgmm_umcanonUtilities N Services P _ Cpnsumer
ervices o : ( 3.6% : Discretionary/Staples
1.6% -7 Discretionary/Staples 12.4%

11.2%

Financials

15.6% Resources (Energy,
Metals & Mining)
33.4%

Resources (Energy,
Metals & Mining)

43.7% Financials

34.5%
Health Care

8.1%

Materials (ex Metals &
Mining)
2.9%
Industrials

Information Technolo .
10.2% 1.0% 9y Industrials Health Care

Information Technology 7.3% 3.6%
6.1%

Materials (ex Metals &
Mining)
1.7%

Dec 2009 Dec 2009

*excludes stapled group duplicates, debt listings and suspended entities




Australian IPO statistics 1999-2009 @

AUSTHALIAN SECURITIES EXCHARGE

2000 2003 2004 2005 2006 2007

Number of New Equity Listings =—IPO Cap Issued $b




Supply and Demand of Cash In
Australian Market

Super Inflows Dividends M&A Activity Total Cash Equity Issues  Excess Cash

Source: UBS, ASX estimates




Initial and Ongoing Benefits of
listing s

* Raise capital for growth and expansion —
iIncluding scrip offers

Exit for existing holders
Raise corporate profile

Attract and remunerate directors and
management

Potential uplift in value




Basic listing requirements

Criteria General Requirements

1. Number of 500 investors @ $2,000
shareholders OR

400 investors @ $2,000 and 25% held by unrelated
parties

2. Company size $1 million profit over past 3 years +
$400,000 over last 12 months
OR
$2 million NTA
OR
$10 million market capitalisation

Note: This slide provides a general guide to listing requirements and is not
exhaustive, nor a guarantee of a successful listing application




Escrow ASY

. ASX does not require Escrow for companies
Profits Test admitted under the profit test

Voluntary Escrow Underwriting Agreements

Escrow may not be applied to companies with a

A is Test track record of profitability, or revenue acceptable
Ssets Ies to ASX, or companies with a substantial
proportion of assets as tangible assets.
Arm’s length
Pre-float investors
* Recognition for cash or equivalent
contribution of pre-float investors — 12 months
allows proportion to be unrestricted from issue

that represents the cash component.

Non-Arm'’s length

24 months from listing




The ASX Process

\ ASX review takes place following ASIC lodgment

\ Early discussions with ASX are encouraged and in-
principle decisions can be made on key areas

! Typically IPOs are open for 6-8 weeks — can close
early or be extended

\ ASX gives conditional approval — principal condition
IS allotment of shares and shareholder spread

\ Quotation is conditional on dispatch of holding
statements, unless trading is on a deferred
settlement basis
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Disciplines that accompany listing

A Disclosure obligations
A Corporate Governance
A Investor Relations

A ‘Culture shift’ required

A The flipside to raising your corporate profile




ASX Initiatives to promote
Investor interest and liquidity

A Tailored Indices
A Mining, A-REIT
A Emerging Companies Index
A Infrastructure

A Investor Relations
A ASX/AIRA IR course for SMEs

A Investor Days

A Opportunity for CEOs to engage with institutional and HNW
Investors

A International investor road shows
A New York; London; Hong Kong; Singapore




Contact

Eddie Grieve
Manager, Listings Business Development

02 9227 0519

eddie.grieve@asx.com.au




IPO planning from a financial perspective
February 2010

Kate Julius
Partner, PricewaternouseCoopers
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Roles & functions

« ASX

- market place supervisor, issues the listing rules & minimum
requirements for listing

« ASIC

- corporate regulator, sets Prospectus requirements, Directors duties,
requires application of Australian Accounting Standards Board
(AASB) standards, audit requirements etc

* Due Diligence Committee (DDC)

- committee established by the Board of the company charged with
co-ordinating the due diligence process relating to the Prospectus.
Consists of management, Board members and advisors.

PRICEWATERHOUSE(COPERS

February 2010



Roles & functions, cont.

e Investigating Accountant (1A)

- Typically a member of the DDC who reports to the DDC and
provides a report (IAR) for inclusion in the Prospectus, form of
report is governed by auditing standards and the report to the DDC
IS now subject to APES 350: Participation by Members in Public
Practice in DDCs in connection with a Public Document.

PRICEWATERHOUSE(COPERS

February 2010



Financial information requirements — ASX rules historical

« Under profits test in listing rules 3 years audited financial statements must
be provided to ASX

« Under assets test 3 full financial years of accounts should be provided but
ASX may agree to a shorter period. ASX must be told if not audited or
reviewed

« Under both the profit test and asset test:

- if greater than 8 months after year end then half year audit or review
IS required to be provided

- a pro forma balance sheet reviewed by auditor or IA must be provided
(6 month aged limit)

« Under assets test, a statement that company has enough working capital
to carry out its stated objectives is required in the prospectus or an
Independent Experts Report is required to be provided to ASX.

PRICEWATERHOUSE(COPERS

February 2010



Financial information requirements — Corporations Act

e Prospectus to include information on:
- Performance — generally historic and maybe pro forma historic results

- Position — generally most recent audited/reviewed balance sheet and
pro forma balance sheet

- Prospects — forecast, maybe.

PQICEVMTERHOUSECmP ERS February 2010



ASIC draft guidance - CP69 “disclosing pro forma financial

Information”

* Providing pro forma financial information in documents other than financial
reports may be useful, and at times necessary, to fulfil disclosure
obligations under the Act.

« Potential for pro forma financial information to be misleading

- if not prepared or presented in accordance with statutory financial
reporting requirements

- Iinadequate disclosure of the basis of preparation

* Pro forma information should not be given greater prominence than
Information in accordance with accounting standards

» Differences should be explained.

PRICEWATERHOUSE(COPERS

February 2010



Pro forma historical financial information

* Adjustments to reflect the transaction (B/S) or to normalise out “one off”
Impacts of transaction (P&L) are OK

« Other adjustments on a case by case basis — ASIC may look to company
announcements to determine consistency of treatment

o Greater transparency required around adjustments made to reported
results

o Statutory financial results must always be shown with equal prominence —
this can be done by reconciliation if it is the “clearest way”.

PRICEWATERHOUSE(COPERS

February 2010



Financial information requirements - Forecast

« Guidance on forecast financial information is provided by ASIC Regulatory
Guide 170 (RG170)

« RG 170.5 A disclosure document should only include PFI if there
are reasonable grounds for its inclusion

« RG 170.13 We believe the general test of whether PFI must be disclosed
IS whether it is:

(a) relevant to its audience; and
(b) reliable (i.e. there must be a reasonable basis for it)

PRICEWATERHOUSE(COPERS

February 2010



Financial information requirements - Forecast

* Information is not material to investors if it is “speculative or based
on mere matters of opinion or judgment”

e RG 170.22 Issuers of a disclosure document that contains PFI should
be prepared to identify all the grounds upon which the PFl is based

« RG 170.29 ASIC generally considers that PFI for a period of more than
2 years may require independent or objectively verifiable sources of
Information to establish that there are reasonable grounds to provide it.

PRICEWATERHOUSE(COPERS

February 2010



PFl — examples that MAY establish reasonable grounds

a) forward sales contracts, leases or other contracts that lock in future
expenses and revenue

b) reliance upon an independent industry expert’s report

c) areview of the PFI and underlying assumptions contained in an
independent accountant’s report

d) short-term estimates (not exceeding 2 years) relating to an existing
business and based on events that management reasonably
expects to take place or actions management reasonably expects to
occur.

PRICEWATERHOUSE(COPERS

February 2010



Specific factors that DO NOT, by themselves, establish

reasonable grounds

a) prospective financial information supported only by hypothetical
assumptions (rather than reasonable grounds)

b) mere statements by issuers asserting reasonable grounds for the
Inclusion of information, with no verifiable reasons to support such
statements

c) statements along the lines of “this is the best estimate of the directors”.

PQICEVMTERHOUSECmP ERS February 2010



What does this mean?

 Two key questions if you are considering an IPO:

1. can management demonstrate “reasonable basis” for
a Prospectus forecast?

2. how robust are your systems, models, forecasting processes
and collation of objective evidence?

« Different to management budget
- Can be of a lower quantum or not included in a prospectus

» Reliability/achievability of forecast is key to market credibility

* Level of ASIC scrutiny on recent IPO’s is extremely high.

PRICEWATERHOUSE(COPERS

February 2010



How many years of forecast financial information should

be included in the prospectus?

» Historical market practice was to include forecast for current year at a
minimum, with some examples of a further year of forecasts

» Ability to forecast needs to be assessed on a company by company
basis. However, if no forecast may be asked why not?

 Pre Dec 09 listings mainly FY10F only but will now probably need to
extend to FY11F

e Asrisk increases with length of forecast period, decision as to whether
to include an additional forecast year will likely be company specific.

PRICEVMTERHOUSECmP ERS February 2010
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