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TE 156640

The public limited companies law, section 66, provides that public limited
companies can neither buy their own shares nor take them in pledge. The
subsequent economic crisis encountered by the country has brought with it a
recession in the trading of securities listed on the securities exchange with the
resulting drop in share prices. There consequently was the need to revitalize the
capital market to enable public limited companies to manage their business more
efficiently and with more fluidity in order to improve their business operations
which would give investors an impetus to decide on investing more in the trading
of shares of public limited companies that have becn listed as securities on the
Securities Exchange of Thailand. The laws governing the repurchase of shares

were consequently amended to allow public limited companies to buy or hold their



own shares under conditions stipulated by law. TE 156640

The amended law allows companies to buy or to hold their own shares on
condition that they dispose of the repurchased shares within the time specified by
law, failing which they must reduce their paid up capital by writing off those
repurchased registered shares that have not been disposed of. Based on this, a
company can reduce its registered capital without having to corriply with the
rules prescribed by law which stipulate that, in order to reduce its registered
capital, the company must hold a meeting of shareholders and inform its creditors
of the resolution of the meeting and that, were there be objections against the
reduction in capital raised by creditors, the company can proceed only after it has
paid the debt or provided security for the repayment of the debt. The provision of
the law that the coinpany can reduce ir registered capital immediately without
having to notify the creditors has affected the creditors as far as the secnrity for
debt repayment is concerned. This is because the registered capital of public
limited companies is also a security for debt repayment to creditors. And while
nothing is provided by the law concerning the rights of creditors to raise
objections against the repurchase of shares by the company, but, based upon the
general principle of comparable laws, shareholders and creditors can, in case
where a director of the company repurchases shares in bad faith and unlawfully,
exercise the right to request the court to cancel the said fraudulent act and the
director who has a share in the commission of the unlawful act shall also be liable
jointly with the company; that the company may disclose only positive

information about the audit of account, about data, about the financial position of
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the company, such as the purchase of shares that does not affect the financial
position of the company and may not disclose negative information, such as the
repurchase of shares that will affect the company in 1 or 2 years’ time, to
shareholders or creditors or the general public.

Suggestions: The provision of the law governing repurchased shares that
have not been totally disposed of within the specified time should be amended
and it should be provided that creditors be informed of the matter. Where
objections are raised, the company shall have to pay debt and provide security for
debt repayment to creditors first. Information about the audit of accounts, reports -
on balance sheet, profit and loss accounts and ability to repay debts that are due
for payments in six months to one year from the date of repurchase of the shares
should be given to Government agencies, such as the Ministry of Commerce, in
order for them to check the accuracy of such information and reports. The law
governing the determination of the prices of the repurchased shares under section
66/1(1) based on book value and market value of the shares to be repurchased
should be amended and the prices so determined should be submitted to
Government agencies, such as the Ministry of Commerce, for them to check the
suitability of the proposed prices of the shares tc be repurchased by the company
before they are actually purchased. There should be amendments to the law
governing objections raised by shareholders or creditors against or cancellation of
the repurchase of shares by public limited companies in the case where the
companies act in bad faith and unlawfully thus causing damage to shareholders

or creditors.



