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Case Study Three
Dear Fred and Sally
It is my joy to note that your esteemed company has recovered from the turbulent events it has been experiencing in the recent past. This is a show that the company is resilient and that the company has a bright future. I feel honored to have been hired to be part of the company’s recovery effort, and as a legal mind, I am willing to give professional insights about the steps that the company has to follow to go public and to overcome the remaining hurdles. Here are some insights:
I.    Legal and/Regulatory Issues
For Miracle Cough Syrup to go public, it must go through what is known as an initial public offering (IPO). In the process, the company will sell its shares to the public, and this will make it cease being a family or privately-owned business (Kubasek et al., 2012). The first step would involve making an application to the Securities Exchange Commission (SEC). SEC will require Miracle Cough Syrup to disclose a lot of information, including information about its financial undertakings. SEC regulations also require companies to hire an underwriter, mostly an investment bank, which acts as the broker between the investing public and the issuing company. The other important role of an underwriting agency is that it advises the management of a firm about SEC regulations that must be adhered with (Staff, n.d.). During the SEC review period, a firm’s financial statements are audited before comments for registration are issued.
    	For Miracle Cough Syrup, it would be essential to disclose all information to the SEC. This information includes ownership of the company, shares for each owner, financial statements, and roles of each employee. The management should be willing to disclose information about Jane’s fraudulent activities, Bob’s online sabotage, and Tammy’s claims of sexual harassment. By doing this, the company will have offered to the members of the public all the information that is required for them to make risk analysis and decide whether to invest in the company or not (IPO Basics, 2017). 
    	Some of these issues may seem risky to disclose but disclosing them present significant benefits to the company’s future (Staff, n.d.). For instance, disclosing Tammy’s sexual harassment claims would be an opportunity for Fred to clear his name and make the truth known. Secondly, it is wise to disclose Jane’s accounting fraud because even if the company does not do so, SEC’s review will uncover the truth. I also recommend disclosure of information about Don’s and Church’s involvement with Jane’s forgery and actions that were taken to remedy the situation. Bob’s sabotage should also be disclosed because it amounts to infringement of the company’s patent rights. Ideally, disclosure of this information will increase the chances of success as far as Miracle Cough Syrups effort to go public is concerned.     
II.    Legal Test
The best way to determine if Miracle Cough Syrup complies with government regulations related to IPO is the use of the Howey Test. The underlying idea in Howey Test is that an instrument can be considered security only if it involves an investment of tangible considerations with a reasonable expectation of profits that would be derived from management effort or entrepreneurship (Anthony, PPLC, 2018). The four most important aspects that make security valid, according to Howey Test (Anthony, PPLC, 2018), are 1) investment of money, 2) expectations of profit, 3) investment of money in a joint enterprise and 4) profits from a third party or promoter. Miracle Cough Syrup meets all these requirements because its stock is the money that its owners have invested and shareholders invested that money with an expectation of profits. On the third aspect, the money was invested in a common enterprise because Fred and Sally came together with the common goal of forming a drugs business. On the fourth factor, the company’s profits are generated by the effort of the owners, who can be considered promoters of the business.
III.    Conclusion and Recommendations
Despite the hurdles that Miracle Cough Syrup has faced in the past, the company’s prospects are positive. I recommend the company to pursue its dream of going public because this is the only way it can attract sufficient resources to drive its growth strategy. So far, the company has demonstrated that it is resilient enough to rebound from turbulent times. What the Miracle Cough Syrup needs to do is to demonstrate high standards of accountability and business ethics as well as a commitment to the interests of investors. This way, the company will eliminate investment uncertainties and prove to its potential investors and suppliers that it can be trusted as a business partner. I also recommend the adoption of technology as a way of streamlining operations and making sure that some accounting loopholes of the past are sealed. A technology that is based on streamlined data and information tracking systems would have prevented manipulation of accounting records that happened in the company in the past. With these measures in place, the company’s performance will continually improve, and this will translate to growth and investor confidence.
I hope that the few insights I have offered will help you to make informed decisions about going public. I have enjoyed working with you and would be willing to provide you with more ideas and be part of your company’s growth journey.
Thank You



References
Anthony, PPLC (2018). Howey Test to determine if an Investment is a Security, a web site, accessed on 16 April, 2019, link http://www.legalandcompliance.com/securities-resources/securities-glossary/howey-test-to-determine-if-an-investment-is-a-security/
IPO Basics (2017).  Stock Exchanges and Securities Laws. (1999, November 01). Retrieved 16 April, 2019, from https://www.inc.com/articles/1999/11/15750.html
Kubasek, N., Browne, M., Herron, D., Giampetro-Meyer, A., Barkacs, L., Dhooge, L., & Williamson, C. (2012).Dynamic Business Law (2nd ed.). New York, NY: McGraw-Hill Education
[bookmark: _GoBack]Staff, I. (n.d.). Initial Public Offerings - How They Affect Companies and Investors. Retrieved 16 April, 2019, from http://www.investorguide.com/article/11714/initial-public-offerings-how-they-affect-companies-and-investors-igu/




  


Running head: CASE STUDY THREE


 


 


 


1


 


 


 


 


 


 


 


 


Case Study Three


 


Name


 


Institution


 


 


 


 


 


 


 


 


 


 


 


 


 




Running head: CASE STUDY THREE       1                 Case Study Three   Name   Institution                          

