
 
 

 

10 September 2014 

 

NEON ENERGY RECEIVES 
UNSOLICITED PROPORTIONAL TAKEOVER BID 

 

NEON ENERGY BOARD RECOMMENDS SHAREHOLDERS TAKE NO 
ACTION, GIVEN A NUMBER OF CONCERNS ABOUT THE 

STRUCTURE AND TIMING OF THE OFFER 

 

Neon Energy Limited (ASX: NEN) (Neon Energy) advises that it has received a letter 
from Evoworld Corporation Pty Ltd (Evoworld) announcing Evoworld’s intention to make 
an unsolicited proportional takeover bid for 30% of the ordinary shares in Neon Energy 
that Evoworld and its associates do not currently own or control. A copy of the letter is 
attached to this request. 

 

Evoworld’s proportional takeover bid will not be open for acceptance by shareholders 
until Evoworld’s Bidder’s Statement is delivered to Neon Energy and subsequently 
dispatched to Neon Energy shareholders.  Evoworld has indicated that it intends to 
provide a Bidder’s Statement to Neon Energy “in the near future”. The Bidder’s Statement 
cannot be dispatched to Neon Energy shareholders until 14 days after it is delivered to 
Neon Energy. Neon Energy shareholders should take no action until they receive the 
Bidder’s Statement  from Evoworld and Neon Energy’s formal response and 
recommendation in its Target’s Statement. 

 
Accordingly, there is no need for Neon Energy shareholders to take 
any action at this time. 
 

Neon Energy also notes that, under its Constitution, a proportional takeover bid must be 
approved by shareholders (other than the bidder and its associates) in order to proceed. 
Shareholders will therefore have the opportunity to vote on whether the bid proceeds in 
due course. 

The Neon Energy Board has serious concerns about the Evoworld 
proportional bid.    
Evoworld intends to acquire 30% of each shareholder’s holding at a price of 3.5 cents per 
share, subject to a number of conditions. 

The Board has serious concerns about a number of aspects of this proportional bid. 

 

 
 



        

 

The bid would give Evoworld control of Neon Energy without Evoworld owning the 
majority of shares on issue. Under the offer, Evoworld would end up owning 38% of the 
issued share capital of the company1 at a price that is a 10% discount to Neon 
Energy’s cash backing per share2, and on terms that require Evoworld to gain control 
of the Board as a condition to the bid proceeding. In light of this, the Board questions the 
motivation behind the bid. 

Further details of the Board’s key concerns are summarised below: 

• The timing of the bid – which appears to be designed to frustrate Neon 
Energy’s Board and management from progressing certain corporate 
opportunities in the interests of all shareholders (see further below). 

• The Board control condition – the condition requiring that before the bid can 
be successful – and before Evoworld is required to pay Neon Energy 
shareholders for their shares – a majority of the directors on the Board are 
Evoworld nominees. This condition in effect requires that Evoworld be handed 
control of Neon Energy regardless of any acceptances of the proportional bid, 
such that Evoworld controls both the bidder and the target before the bid is 
successful. The Board considers this highly unusual. 

• Nature of bidder – Evoworld has not provided any detail of its experience in 
the oil and gas industry, its intentions for Neon Energy, or its ability to fund the 
offer at this time. Evoworld has also disclosed a pre-bid stake in association 
with a number of other companies, but has given only limited disclosure about 
the nature of those companies and their association. 

The Neon Energy Board is in the process of examining the proposed bid terms in more 
detail. It will make a formal recommendation in its Target’s Statement in response to the 
Bidder’s Statement once received. 

Neon Energy is actively pursuing a number of corporate growth 
opportunities 
As noted above, the timing and structure of the proportional bid appear to be designed to 
frustrate a number of M&A transactions that Neon Energy is actively pursuing and that 
the company’s Board and management believe, if completed, could deliver substantial 
value to all Neon Energy shareholders. 

Since early 2014 Neon Energy has been developing a number of strategic growth 
opportunities, in anticipation of resolving its legal dispute relating to the Vietnam drilling 
program. That dispute was resolved, as announced on 12 August 2014, to the substantial 
benefit of all shareholders. Having settled the dispute with a full release from any further 
liability, Neon Energy has over the past four weeks been able to make significant 
progress with a number of corporate and asset-based opportunities.   

As a well-funded company with minimal financial commitments, Neon Energy is 
extremely well placed to create significant shareholder value, at a time when many peer 
companies are facing funding challenges.   

  

1 Based on Evoworld’s disclosed voting power in Neon Energy of 11.4% as at 5 September 2014 and 553,037,848 shares 
on issue. 
2 Based on cash and other financial assets as at 31 August 2014 of AUD$21,587,450 (assuming a USD:AUD exchange rate 
of $0.93). The financial assets include US$4,042,778 held in escrow as surety against Neon Energy’s warranties to the 
purchaser of its Californian assets, and US$741,000 held in a deposit account as security against Neon Energy’s 
performance bank guarantee relating to the work commitment on the Tanjung Aru Production Sharing Contract. Based on 
553,037,848 shares on issue, Neon Energy’s cash backing per share is 3.9c per share. 

    
 

                                                     



        

 

Evoworld’s bid was delivered to Neon Energy one business day prior to a scheduled 
Neon Energy board meeting, the purpose of which was to consider the various growth 
opportunities under consideration and to authorise management to finalise negotiations 
on one or more of those opportunities. 

Evoworld’s bid has prevented this process from proceeding. 
It is apparent to Neon Energy’s Board that Evoworld’s primary motivation is to gain 
access to Neon Energy’s cash resources. The Neon Energy Board has spoken to 
Evoworld’s representative, in order to enquire about their intentions should their bid 
succeed. Evoworld did not provide any insight, whatsoever, as to how they intend to 
create value for Neon Energy’s shareholders.  

Despite the distraction of Evoworld’s unsolicited bid, the Neon Energy Board remain 
determined to create significant shareholder value through directing the company’s 
material cash resources towards quality petroleum E&P projects, generating capital 
returns in both the short term and longer term. 

Receipt of request for general meeting from Evoworld 
Neon Energy also advises that it has subsequently received notice from Evoworld, P&L 
Capital Investments Pty Ltd, Quicksilver Asset Pty Ltd and Old Blood and Guts Pty Ltd 
requesting that the Directors convene a general meeting to consider: 

• the appointment of Mr Timothy Kestell, Mr Peter Pynes and Mr Ross Williams 
as Directors of Neon Energy; and 

• the removal of Mr Alan Stein, Mr Ken Charsinsky and Mr John Lander as 
Directors of Neon Energy. 

The Board considers that the meeting request further demonstrates Evoworld’s apparent 
intentions: to take control of Neon Energy without even paying a price that reflects Neon 
Energy’s cash backing and to frustrate a number of corporate opportunities being 
pursued by the Board and management (as set out above). 

Neon Energy is reviewing the meeting request to ensure that it complies with the 
Corporations Act and the company’s constitution. If it does, the Board will convene a 
general meeting in accordance with its obligations under the Act. 

Neon Energy will keep shareholders informed of all material developments. 

 

Yours sincerely 

 

 

Ken Charsinsky 

Managing Director 

 

For further information contact 
Market Eye 
+61 (0)3 9591 8900 
 

    
 






















