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law firm for the Sellers of testing
equipment company Smartest
with offices in Hong Kong and
Thailand in a highly publicized
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The deal successfully closed" Southeast Asia Post Covid workshop
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Management.
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We have recently authored an article with The American Chamber of
Commerce in Thailand (AMCHAM Thailand) where we discussed how

much
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protection can be afforded to minority shareholders in Thai

companies.

Read more: https://www.amchamthailand.com/t-ab-magazine/

LEGAL UPDATE

Minority Shareholder )
Protection in Thai Companies

Mike Doyle, Sathima Chintanaseri, and Pakdeenad Supradit N Ayudhya, Seri Manop & Doyle

Under Thai law, many categories of business
activities are reserved for majority Thai held
companies only. Therefore, one key issue for
foreign investors in such companies is how to
adequately protect their rights as a minority
shareholder.

Every company needs to be able to operate as
efficiently as possible 1o be competitive in the
marketplace which narmally means majority rule
decisions in shareholders and board of directors’
meetings. However, from the standpoint of
a foreign minarity sharehalder, it is also very
impartant that mechanisms and safeguards are
in place in order that their rights are adequately
protected against a potentially overreaching
majarity shareholder,

A degree of statutory protection is already
afforded o minority shareholders holding 25% or
more of the total shares of the company by way
of requiring a super majority {75% share approval)
for company actions, The matters required by law
to be passed by a super majority are as follows.
(Section 1194 of Thailand Civil and Commercial
Code, hereinafter CCC)

= Toalter the provisions of memorandum for a
company.

A reductionfincrease of a company's share
capital,

A mergerfconsalidation of a company,

Winding up of the company.However, in addition
to the above statutory protection, many tmes
foreign minority investors will also attempt to
implement additional protections as fallows.
These rights can be categorized into twa types:

Economic Right

Rights of shareholders related to exit from a
company, such as tag-along right. If controlling
shareholders wish to transfer their shares to a
third-party purchaser, those of noncontrolling
shareholders will be entitled to collectively sell
their respective shares on a pro-rata basis on the
same per share price as the majority shareholder.
This mechanism is in place to protect minority

from being the when
those with controlling interests make the transition
of ownership to other business, In the absence of
tag-along right, the selling price of the minority
shareholder would be pressured at substantially
lower than their actual value.

Contral Right

The shareholders’meeting has control of the Board
of Directors, meaning that the company's directars
may be removed by virue of the resolution of
the shareholders’ meeting at any time. Minority
shareholders should attempt to secure a right in
the company articles of assodiation to nominate

at least one director as their representative in a
key executive position such as the Chief Financial
Officer (CFQ).

As far as the approval quorum is concerned,
the presence of minority shareholder at the
shareholders' meeting is recommended to
constitute the meeting quorum. Moreover, it
is wital that a resolution of significart matters
should require affirmative votes of minority
shareholders, for example, the reserved matter
shall be passed by not less than 80% to 100%
of the total votes of shareholders present at
the meeting. Such significant maters shall be
stipulated in the company’s articles of association
andfor shareholder agreement. The highlight of
the reserved matters is, for example, any matter
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that requires special resolution as prescribed by
the CCC, such as borrowing, or obtaining credit
fatility, entering into any transaction that causes a
company to incur indebtedness, engaging in high
wvalue transaction, sale, or transfer, revoking the
ligense in operating company's business, and any
procedures or transaction that might cause the
proportion of the minority shareholder's shares
o being diluted.

In addition to providing minarity shareholder
additional protection, the above stated minority
protection mechanisms may also have the
additional benefit of increasing the companys
ability to raise capital due to its good corporate
governance and boosting investor confidence, m

Sathima Chintanaseri is a Pakgieenad Supracit N
partner at Seri Manop and
Doyle. Her expertise includes
corporate and commercial law,
estate planning and succession.

Ayudhya is an associate

specializing in commercial law

and litigation. She advises on
Business farmation.

Seri Manop & Doyle Ltd.
No. 21 Soi Amnuaiwat, Sutthisan Road, Samsennok Sub-district,

Huaikhwang District, Bangkok 10310, Thailand
Tel: (662) 693 2036
Email: info@serimanop.com



https://www.linkedin.com/company/amcham-thailand/
https://www.amchamthailand.com/t-ab-magazine/

