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A Guide to Listing
on the Stock Market

This guide is aimed at all companies that wish to harness the
opportunities of entering the capital markets, especially the
Spanish stock market. The benefits include access to con-
tinuous financing, liquidity for both old and new sharehold-
ers and making the company more visible. Our main aim is
to show entrepreneurs and management teams how best
to prepare for an IPO in an efficient, agile and transparent
manner.

This document provides a useful and synthetic approach to
the opportunities offered by the stock market and to the
process of floating a company on the Spanish market.

We will set out not only the main reasons why hundreds of
companies have entered the market, but also the prerequi-
sites that must be met and the procedures to be followed.
We also describe the main documents to be presented to
the supervisory authority and to the stock exchange and
the different participants that can help the company during
the process as legal advisors and financial agents. Last but
not least, we will be providing guidance on timeframes and
costs of the process.

Access to the capital market is a strategic business decision
that can provide a company with a continuous flow of fund-
ing. Therefore, we will also be addressing the obligations of
all listed companies in relation to transparency and report-
ing, as well as the importance of developing an active policy
with investors and a robust system of corporate governance.

Shares in companies listed on the Spanish stock market are
traded through an electronic platform known as SIBE (Span-
ish Stock Exchange Interconnection System), created and
managed by Bolsas y Mercados Espafioles (BME). This plat-
form, as well as the stock indexes that it calculates, provides
extraordinary visibility for listed companies.
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Functions of the Stock Market

The stock market is essentially a meeting point between
two hugely important figures within an economy: com-
panies and investors.

Companies are the driving force behind every economy.
However, they often need more money than they gener-
ate in order to undertake their projects and achieve their
objectives. In other words, they need funding. One of the
most efficient solutions is to use the stock market to in-
crease capital by issuing shares or borrowing money by
issuing fixed income products. This initial issuance of se-
curities is known as the “primary market.” Thereafter, the
shares can be bought and sold on the stock exchange,
giving rise to the “secondary market”.

Meanwhile, investors (both institutional and individu-
als) are looking to obtain a return on their capital and
among the many investment options that exist, they may
decide to purchase the products issued by those listed
companies.

The stock market therefore serves an essential function
in the growth of any economy by channelling savings to-
wards productive investment undertaken by companies.

Itis effectively a financing instrument for companies and
an investment opportunity for savers.

It also allows business owners to optimise their wealth
and their business interests. The market offers liquidity
through the open access and exit of investors, that is, the
law of supply and demand. This enables the free forma-
tion of market prices and, therefore, the objective valua-
tion of the shares and, ultimately, of the company itself.

While this is certainly the traditional function of the stock
market and the definition you are likely to read in a book,
experience has shown us that the market has evolved
into what we might call a broad service centre. The stock
market now offers a wide range of solutions to the dif-
ferent needs that can arise over the life of a company.

The stock market fulfils these essential functions in an
environment of information transparency and legal cer-
tainty for all participants. It provides efficient access and
seeks to enhance the liquidity of all the products traded.
All this ensures an accurate and reliable valuation of the
financial assets through the free matching of supply and
demand.



A Guide to Listing on the Stock Market

Benefits of Becoming a Listed Company

The Stock Market offers companies a wealth of benefits and opportunities. Notably:
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Financing a Company’s Growth

The stock market provides companies with a variety of
options for securing funding. A capital increase, coincid-
ing with a public share offering or taking place after it, is
the perfect way of obtaining funds with which to sustain
the company’s expansion.

In an ever more competitive business climate, continu-
ous growth has become one of the basic objectives for
companies. An effective management team should aim
not only to obtain the funding required, but also to main-
tain a balance between equity and debt.

Access to the entire
investment community
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Generating finance through equity is therefore essential
in ensuring that the company’s growth is solid and flexi-
ble, while also helping to reduce financing risk.

The most efficient way to achieve this type of financing is
through the stock market, either through an IPO or sub-
sequent capital increases. The stock market enables busi-
ness owners to rapidly convert their shares into liquidity.
The original shareholders often the company’s founders
use the stock market to reap the rewards of their busi-
ness endeavours when the time is right.
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Liquidity for Shareholders

Meanwhile, the stock market provides an easy and conve- A similar situation can arise when a minority owner does
nient means of overcoming typical problems associated not agree with the company’s future strategy or loses in-
with family-owned businesses. And also, as we will see  terestin the business.
later, it allows the owners to do so at a target price: the
price set by the market. Family business and publicly traded company are not mu-
tually exclusive concepts. Selling some of the company’s
The total or partial exit of some or even all company shares on the market does not mean relinquishing con-
shareholders often coincides with a key transformation  trol of the company. Quite the opposite, for a large num-
or change in the life of the company. This type of trans- ber of companies admitted to trading on the market re-
formation often arises at what we might call third-gen- main under the control of family groups, and in some
eration family businesses, which sometimes need to let  cases their flotation has helped ensure the company’s
one or more shareholders to sell at an objective price. survival.

(%) Most Traded Securities on the EUROSTOXX50

Company Market value

Industria de Disefio Textil, S.A. “Inditex” 83.339,27
Ferrovial 18.024,61
Corp. Acciona Energias Renovables 8.919,39
Acciona 8.464,38
Grifols 6.651,88
Fluidra 5.497,17
Fomento de Construcciones y Contratas 4.540,85
Laboratorios Farmaceuticos Rovi 3.666,91
Corporacion Financiera Alba 3.040,12
Ebro Foods 2.535,70
Viscofan 2.508,67
Gestamp Automocion 2.290,54
Vidrala 2.253,02
Almirall 2.047,65
Solaria Energia y Medio Ambiente 1.924,24
Melia Hotels International 1.473,15
Prosequr, Cia. de Seguridad 1.206,92

Data: January 2022 in Million €



Objective Valuation

Objective valuationThe shares of a publicly traded com-
pany have a objective market value, meaning the stock
market value or capitalisation of the company obtained by
multiplying the share price by the total number of shares.

The quoted price of the share is a product of the free
matching of supply and demand. It incorporates growth
and profit expectations as well as other variables beyond
the company's control.

The price that the shares of a listed company reach be-
comes a reference for other investors, whether or not
shareholders of the company. In fact, increasing the share

Prestige and Brand Image

Prestige and brand imageBeing listed on the stock mar-
ket is widely viewed by the market as a guarantee of
transparency and good standing. The stock market pro-
vides added visibility that enhances the company's good
name and brand image.

Admission to the stock market also showcases a compa-
ny's solvency, because to be listed it must demonstrate
its ability to generate profits in recent periods. Investors
willing to contribute funds will value every effort made
to improve the company's management. This generates
a constant incentive to make the company more com-
petitive.

A company that is getting ready to list on the stock mar-
ket will have already attained a high level of self-organi-
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price is often a specific objective of the company's man-
agement team.

This company valuation system also offers a number of
additional advantages. First of all, it makes the company's
shares a highly liquid payment instrument that can be of-
fered within the context of a financial operation, pledged
as collateral in exchange for loans, or perhaps offered as
remuneration for employees. Meanwhile, companies can
choose to reinvest their profits as an alternative to paying
dividends, without harming those shareholders who need
immediate liquidity.

sation and control. This prestige is appreciated not only
by investors, but also by the company's clients, suppliers
and financial partners.

Because investors and professional analysts are inter-
ested in the information published by listed companies,
their media presence is typically much greater than that
of other companies, especially in the financial press, both
national and international.

This media attention, which forms part of the company's
external relations, synergises extremely well with con-
ventional marketing and advertising. The stock market
is in the news every day.
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Access to the Entire
Investment Community

The stock market gives companies access to a broad com-
munity of investors. National and international investors
alike, both institutional and retail, allow diversified, flexi-
ble and well-planned capital placements.

The stock market opens the door to different types of
investor, giving companies considerable freedom when
shaping the composition of their shareholders and,
above all else, offering them enormous stability. The
ability to control this composition is hugely important
when launching an initial public offering or subsequent
rights issue, as the company can define precisely who it
is aimed at (for instance, there may be a tranche for em-
ployees, another tranche for retail investors and a fur-
ther tranche for institutional investors).

Nearly 25% of the shares of listed Spanish companies
are held by households, while more than 40% is held by
foreign investors.

A Guide to Listing on the Stock Market

Internationalisation

For many companies, the internationalisation of their
business is no longer an option, but an imperative if they
are to survive, let alone succeed. One of the common
traits shared by the most internationalised Spanish com-
panies is that they are listed on the stock market. More
than 60% of the revenue of companies featured on the
Spanish Ibex indices comes from the foreign market.

Listed companies rely on their reporting transparency,
visibility and share price to secure funding from interna-
tional investors. This whole process also facilitates their
international expansion.

Distribution by Market of the Revenue of Ibex Listed Companies

32%

IBEX 35

M Domestic Market

39%

OTHER
MARKETS

International Markets

Source: International positioning of Spanish listed companies. BME Report - 2015
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Professionalisation of
Business Managment

The transparency and reporting standards required by
the stock market encourage greater professionalisation
across the organisation.

Investors seek listed companies that are managed by
highly qualified and professional teams, capable of effi-
ciently managing the company, creating value and con-
veying that commitment to all investors.

Open and fluid communication with investors, analysts
and the press provides the management team with valu-
able information on how best to manage the company.
The market offers continuous information with which to
improve business systems and procedures. Meanwhile,
the stock market provides listed companies with services
and products that make processes more efficient and
help the company achieve the business objectives it has
set itself.

01 Introduction

Incentive for Workers

One of the best incentive policies for employees is allow-
ing them to share in the company’s profits. Aside from
being a remuneration system, this type of policy can be
actively integrated into the company’s new plans and fu-
ture ventures in order to get employees more invested in
the company’s growth and management.

If the company’s shares are also admitted for trading,
this can even more appealing for employees for the
following reasons: the continuous availability of target
prices and the ease of selling their shares on the market
whenever they like. If a company is listed on the stock
market, stock options become an even more attractive
proposition for employees.

Being listed also makes this type of incentive a viable
option for other stakeholders with whom the company
wishes to strengthen ties or whom it wishes to reward
for one reason or another. These might be the compa-
ny’'s most loyal clients, or perhaps its trusted distributors.

If a company is listed on the stock market,
stock options become an even more
attractive proposition for employees.

13
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Raising Finance through the Spanish Stock Market

Financing

The stock market plays a key role in raising funds for businesses. The Spanish market is a particularly attractive op-
tion and enjoys a prominent position on the international stage.

According to figures released by the
World Federation of Exchanges (WFE),
ranked 3 in Europe by volume of
new equity investment and financing
flows in 2021, with €24 billion.

Fundraising via equity
in the Spanish Exchange

23,935.25
25,000

20,000
16,046.39

15,000 13,647.59

10,000
5,000

0
Mill. €

2019 2020 2021

IPO
B (apital increases
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Entities Involved in the Process

A stock market listing is an important decision for any com-
pany. To access the stock market, a company must meet a
number of preliminary requirements and then choose the
procedure best suited to its needs and objectives.

‘ The Flotation Process

This procedure may be relatively simple or considerably
more complex, depending on the size of the company and
the complexity of the IPO. We will describe a more com-
plex situation involving a larger number of entities, to pro-
vide a fuller picture of what can unfold.

Key decission maker.

Legal advisor: @ - - - - - - i

The draw up all the legal documentation
required by the stock exchange and the
CNMV, the close collaboration with the
company’s own legal term.

daiesis Global coordinator:
Appointed by the company to design the
operation, coordinate participants,
prepare the placement, etc.

Auditors: ® - - .- -

They audit the company and, at the request of the
coordinating entities, issue an option on the
auditable information contained in the prospectus.
This opinion is known as a "Comfort Letter".

Communication ®------ :

agency/consulting firm:

They offer advice on
communication strategy and the
messages to convey and on when
the company should disclose
information to its target audience.

18

S Agent:

: Manages share subscription or purchase
applications, settles transactions and often acts as
custodian for the securities and payment manager.

: Placement entities and underwriters:

A Their job is promote the sale of shares among
investors. If they assume a firm commitment to buy or
subscribe any shares that are not placed in the
offering they are known as underwriters.
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02 The Listing Process

To access the stock market, a company must

meet a number of preliminary requirements

and then choose the procedure best suited to
its needs and objectives.

The CNMV is responsabe for
supervising and inspecting
the Spanish stock markets. It
makes sure that companies
comply with all listing
requirements. It also
monitors advertising activity
relating to the operation,
approves the prospectus and
insists on the disclosure of
periodic financial information
and the filing of significant
corporate events.

éﬁp b,&tp .
3 4
- :

Stock Market
Listing

>

E)

The Spanish Stock Exchange (BME):
Tasked with the admission and listing
of securities within the stock market
trading system.

®
Central Securities Iberclear (BME):

Includes the security in the book entry
system and manages settlements.

19
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Eligibility Requirements

To access the stock market a series of preliminary require-
ments must be met and subsequently the best procedure
for the company’s needs and objectives must be chosen.
Royal Decree 1310/2005 of November 4 and Stock Exchan-
ge Circular 2/2016 set out the minimum requirements for
admission to trading, which are essentially as follows:

Issuer Eligibility

Securities issued by Spanish and foreign public limited
companies may be admitted to trading on the stock mar-
ket, provided that their capital is fully paid up and they
are not subject to any legal or bylaw restrictions prohibi-
ting the trading or transfer of their shares.

Spanish listed companies that request admission to tra-
ding of their shares on the stock market must have a mi-
nimum share capital of 1,202,025 euros. The portion of
share capital pertaining to shareholders that directly or
indirectly hold a stake of 25% or more in the company will
not be counted when calculating this minimum threshold.

a Preliminary Requirements

Eligibility of the Securities

The total value of the shares whose admission to trading
is being sought must be 6,000,000 euros or more. When
acompany requests the admission to trading of its shares
on astock market, there must be a sufficient dissemination
of those shares, by no later than the effective admission
to trading date, across one or more Member States of the
European Union or across non-EU member states if the
shares are listed there.

According to Art. 9.7 of Royal Decree 1310/2005, a suffi-
cient distribution will be deemed to exist if at least 25%
of the shares for which admission is requested are dis-
tributed among the public, or if the market can operate
properly with a smaller percentage due to there being
a large number of shares of the same class distributed
among the public. Marketable securities whose admission
isrequested must be represented as book entried, that s,
in an electronic book-entry register managed by Iberclear.

Being a public limited company (sociedad anénima) with all capital fully paid up

and no restrictions on the transfer of the company's shares.

20
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Preliminarys Steps

Before a company requests the admission to trading of its
shares, it will need to take a number of preliminary steps
while complying with the relevant legal requirements.

First of all, a due diligence process must be carried out,
involving close scrutiny of its financial, legal and business
affairs. This process will provide in-depth knowledge of
the company and allow it to correct any problem or issue
before offering its shares or securities. It must also draw
up and publish a prospectus. Therefore, the due diligen-
ce process will end shortly before the planned operation
is carried out and will be continuously updated with new
information.

Secondly, the company will need to draw up the necessary
shareholder agreements and amend the issuer’s articles
of association to reflect its new status as a listed company.
The following agreements are particularly notable:

- Relating to admission to trading. Those relating spe-
cifically to an offer to sell the company’s shares and a
request for admission to trading of those shares.

- Corporate website. An agreement must be drawn up to
create a corporate website and duly filed with the Com-
panies House or notified to all shareholders.

- Corporate governance. The company will need to make
certain amendments to its articles of association to re-

gulate the functioning of the general meeting, the board
of directors and the various committees that must be

m Preliminary Steps

set up for that purpose, as well as other modifications
to bring the company in line with applicable regulations
and recommendations on corporate governance.

Meanwhile, the internal rules and regulations
of the general shareholders meeting and the board of
directors and the internal code of conduct of the issuer
must all be approved (or amended accordingly if they
already exist) to bring them in line with the company’s
new status as a listed company.

- Representation of the shares as book entries and
their free transfer. The articles of association of the
issuer must be amended to show that its shares are re-
presented in book entry form, naming Iberclear as the
entity responsible for keeping the book-entry register,
and to remove any restrictions on their free transfer.

The resolution to convert the company must be formali-
sed in public instrument and filed at the Companies Re-
gistry. The public instrument must also be submitted to
the CNMV and to Iberclear for registration and filing. Af-
ter that, an announcement must be published in the offi-
cial gazette of the Spanish business register and in one
of the most widely circulated newspapers for the area in
which the company has its registered office, stating the
timeline and agreed procedure for transforming the sys-
tem through which the shares are represented.

The articles of association must be amended to reflect its new status as a listed company: corporate

governance, shareholder rights to information and voting, creation of a corporate website, etc.

21
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Disclosure Requirements

Admission to trading of securities on a Spanish regulated
secondary market will be conditional on the company’s
prior compliance with the following reporting require-
ments:

- Submission and filing at the CNMV of documents evi-
dencing the legal system to which the issuer and the
securities are subject, in accordance with the ministerial
order developed by article 27.4 of Law 24/1988 of 28 July.

- Submission and filing at the CNMV of the issuer’s an-
nual financial statements.

The statements must cover at least the last three
financial years in the case of participating securities, and
the last two years in all other cases. The CNMV may ac-
cept annual accounts of the issuer that cover a period

a Information to Be Presented

shorter than that just indicated when it decides that
doing so would be in the interests of the issuer or inves-
tors, and provided the CNMV is confident that investors
have all the information they need to form a well-foun-
ded judgment on the issuer and on the securities whose
admission to trading is being sought.

- Submission, approval and filing of a prospectus at the
CNMYV, as well as its publication.

Presentation, registration and approval by the CNMV of the following documents:

Prospectus.

22
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Prospectus

The main thing to do when requesting the admission to
trading of shares on the stock market is to present the
Spanish stock market supervisor (CNMV) and the Stock Ex-
change with all pertinent legal and financial documents so
that they can confirm that the company is in order from a
legal and financial standpoint. The prospectus is one of the
most important documents here.

The format and content of the prospectus must conform
to the template set out in Commission Delegated Regu-
lation (EU) No 486/2012 of 30 March 2012, taking into ac-
count the type of issuer and the fact that we are dealing
with the shares of a public limited company.

This Regulation amends Regulation No 809/2004 as re-
gards the format and the content of the prospectus, the
base prospectus, the summary and the final terms and as
regards the disclosure requirements.

The prospectus may be drawn up as a single document
or in separate documents. In the following sections we
describe the different parts of a prospectus (registration
document, securities note and summary), along with the
approval and publication process.

Registration Document

The registration document will contain information re-
lating to the issuer. It will describe the issuer’s business
activities, assets and liabilities, financial position and cor-
porate governance, among other aspects.

Securities Note

The securities note will contain information on the secu-
rities that are the object of the request for admission to
trading and on the terms and conditions of the offer to
sell or subscribe shares.

Summary

The prospectus must contain a summary, with the fo-
llowing main features:

- It must be drawn up using a standardised format.

- It must be drafted in a concise manner and use plain
language to make it easier to read and understand for
investors. It should also contain key information to help
investors determine whether or not to invest in the se-
curities, when read in conjunction with the rest of the
prospectus. It should include details of the issuer and
explain the essential features of the securities and of the
risks associated with both the issuer and the securities.

Any decision to invest in the securities should be based on
consideration of the prospectus as a whole by the investor.

23



Supplements

Any new significant factor, inaccuracy or error that is con-
sidered material in respect of the information included in
the prospectus and that may affect the decision on whe-
ther to acquire the securities and that arises or is spotted
between the time the prospectus is approved and com-
mencement of trading of the securities must be recorded
in a supplement.

The supplement will be approved in the same way as the
original prospectus within a maximum of five business
days from the time the new material significant factor,
inaccuracy or error comes to light. The supplement will
be published through at least the same means used to
publish the prospectus. The summary and any translation
thereof will be amended, where necessary, to reflect the
new information included in the supplement.

Prospectus Language

The prospectus may be drafted in Spanish, or in a langua-
ge commonly used in the financial realm (usually English)
or in any other language accepted by the CNMV.

24
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Approval

The prospectus must be approved by the CNMV before it
can be published. The approval of the prospectus is an ex-
press and positive act by the CNMV, whereby it concludes
that it is complete, understandable and contains reliable
information. The CNMV will ensure that the information
contained in the prospectus meets the minimum require-
ments so as to ensure that an investor is able to make an
informed decision about the securities. However, under
no circumstances will this approval imply any judgment
as to the quality of the issuer requesting the admission
to trading of its securities or as to the quality of those
securities.

In practice, preliminary calendars are typically agreed
upon with the CNMV so that the company has some idea
of when it can expect the CNMV to ratify the prospectus.

Although they do not have force of law, the following do-
cuments show the rules of construction and interpreta-
tion often followed by regulators:

- CNMV guidelines on how to verify equity operations.

- The question and answer guide drawn up by the Eu-
ropean Securities and Markets Authority (ESMA), clarif-
ying doubts related to the information to be included in
the prospectus.



A Guide to Listing on the Stock Market

Registration

Once the prospectus has been approved, it must be filed
with the corresponding administrative registry and made
available to the public free of charge. The content and for-
mat of the published prospectus must be identical to the
content and format approved by the CNMV.

Publication

The prospectus may be published through the following
channels:

- In one or more newspapers circulated in the Member
States in which admission to trading is being reques-
ted, or in one or more newspapers that are widely cir-
culated in that Member State.

- In a printed format that must be made available to the
public at no cost at the offices of the stock exchange or
at the registered office of the issuer, and at the offices
of any financial intermediaries tasked with placing the
securities, including payment agents.

- In electronic format on the website of the issuer or, as
the case may be, of the financial placement intermedia-
ries, including payment agents, at least for as long as the
prospectus remains in effect.

- In electronic format on the website of the stock exchan-
ge in which admission to trading is being requested, at
least for as long as the prospectus remains in effect.

- Inelectronic format on the website of the CNMV, where the
CNMV offers that service for the prospectuses it approves.

If the prospectus is made available to the public by publi-
cation in electronic format, a printed copy must be delive-
red free of charge to any investor who so requests.

Validity Period

Prospectuses will be valid for twelve months from appro-
val by the CNMV for the purpose of making public offe-
rings or admissions to trading on an official Spanish
secondary market or regulated market domiciled in the
European Union, provided the prospectus is updated ac-
cordingly with any supplements that may be required.

It also explains how the information should be structured
when presented as a summary.
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Placement of the Offering

During this phase, the advice and active involvement of
at least one investment bank, one securities house and,
depending on the size and profile of the investor, various
financial institutions with large branch networks, will all
be essential.

Aside from the legal requirements described above, the
company and its advisors will need to pay close attention
to the following aspects if they are to attract new share-
holders:

- The company must be attractive and show growth po-
tential. It will need to prepare an equity story, meaning
a presentation of the company and what it has to offer
for potential investors (see chapter 3).

- The cash value placed among retail investors should
make the security more liquid.

- The price may include a discount when compared with

the securities of peer companies in order to make the
placement more attractive.
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- Thetransparency and accuracy of the information contai-
ned in the prospectus must be guaranteed.

- The management team must convey confidence and
make investors trust in the company.

The placement of existing or already issued shares is the
best option for companies with shareholders who are loo-
king to sell all or part of their stake. If the aim is to inject
equity into the company via a capital increase, the best
option will be to place new shares, with existing sharehol-
ders waiving their pre-emptive subscription rights. Com-
panies often choose to combine both options.

If the purpose is to raise funds and diversify the existing
shareholding structure, the placement should target both
institutional and retail investors. In the event of over-de-
mand for the securities, this diversification objective can
be reinforced by pro-rating rules to favour the entry of
additional minority shareholders.
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What Should the
Placement Price Be?

The share placement price is a key aspect affecting the
success of the listing.

For placements of shares, most companies establish a ge-
nerally indicative range of maximum and minimum pri-
ces. Once the demand prospecting period has ended, the
final placement price of the shares will be fixed.

A company can also set different prices, depending on the
different types of investors the company would like to at-
tract as shareholders. The company might therefore set
one price for institutional investors, another for retail in-
vestors and a different price entirely for active and retired
employees who want to share in the company’s profits.

A roadshow is often staged ahead of the placement pro-
cess, at which the company, accompanied by representati-
ves of its placement agents, meets with individual investors
or groups of investors who may be interested in buying its
shares. These events typically last between eight and twel-
ve days and the roadshow will visit the main financial hubs
where there may be investor interest in the company.

OPV and OPS

As we touched upon in the previous section, we should
be familiar with the two most common types of operation
when placing securities for the first time. OPV and/or OPS
are what is called an IPO when the shares are sold to the
public for the first time.

An OPV (known in Spanish as an Oferta Publica de Venta)
takes place when the owner or owners of a company want
to sell a significant part of it or a very large number of
shares. If the shares on offer are newly issued, we are
talking instead about an OPS (known in Spanish as an
Oferta Publica de Suscripcion).

People often confuse the concept of OPV and OPS. The
difference is that under an OPV existing shares are put
up for sale, whereas under an OPS investors are buying
shares that have been expressly issued as part of a capital
increase to be sold.

These operations can also include what is known as a
greenshoe option, or underwriting agreement, in which
the placement entity is entitled to sell more shares to
investors than the number originally envisioned by the
issuer. It is usually carried out if the issuance is oversubs-
cribed (where demand exceeds the level of supply initially
envisaged).

These options are important because they have the effect

of stabilising the price of the new share when it hits the
market.
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Communicating the Operation and

Publicity Guidelines

Communication of the operation is an important aspect
that begins as early as the preparation phase. The com-
pany will need to identify its target investors for the IPO.
The most common stakeholders are banks, analysts, re-
gulators, investors, suppliers, journalists, employees and
public opinion in general. The aim is to convey the same
key messages but tailoring the language and format to
the needs and characteristics of each investor profile.

Law and regulations contain a series of restrictions on the
promotional activities - understood in a very broad sense
- that can be carried out in Spain within the context of an
IPO.Itis important to ensure that all participants involved
in offering the securities and floating the company are
aware of these restrictions. It is therefore strongly recom-
mended that all team members be informed of the res-
trictions right from the start of the operation, including
any person at each of the participants (whether execu-
tives, employees and external advisors, as well as public
relations advisors and advertising agency) who will have
contact with the press or analysts.
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Promotional activities are not subject to approval by the
CNMV. However, the CNMV is authorised to control and
oversee the promotional activities of both the issuer and
those offering the securities, along with any other entities
involved in placing the securities. For these purposes, all
promotional material must be retained and kept available
for as long as the CNMV sees fit.

Because of the CNMV's authority to control promotional
activities, it is recommended that all promotional mate-
rial and press releases to be used within the context of
the offering - both before and after the prospectus has
been approved - be submitted for review prior to its re-
lease so that the company can implement any changes
that may be advised.

The CNMV may insist, at any time, on the rectification or
removal of any promotional material that falls short of
prevailing regulations and standards, although it must
provide valid grounds for any such decision.
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Procedures and Admission to Trading

Once the prospectus has been registered and the offe-
ring made, the shares will be effectively admitted to tra-
ding on the stock market. We will now discuss the requi-
rements, documentation and steps to be taken with the
stock exchange.

Characteristics of Securities
Requested to Be Admitted to Trading

The marketable securities for which admission to trading is
sought must be represented by book entries.

Issuances of marketable securities must comply with
legal requirements in respect of the minimum issuance
amount and distribution of the securities.

Initial admissions to trading of marketable securities may
include shares that have previously been the subject of a
primary or secondary offering, public or otherwise. If so,
the estimated value of the shares to be included in the
offering may not be lower than two million euros.

If, conversely, the securities to be admitted to trading on
the stock market have not been used in any previous offe-
ring, then the estimated combined value of the shares
held by shareholders with stakes of less than 5% in the
share capital must be at least 2,000,000 euros, without
prejudice to the requirements set out in Royal Decree
1310/2005.

Documentation Needed for the
Admission of Shares

The issuer shall request the admission to trading of the
securities through a letter addressed to the stock exchan-
ge and signed by a person with sufficient powers.

This written request should be accompanied by docu-
ments evidencing compliance with the listing require-
ments laid out in Stock Exchange Circular 2/2016, along
with any remaining documents and information that may
be required by the governing body of the stock exchange.

In its request for admission to trading, the issuer must relia-
bly show that the securities have been issued in accordance
with applicable law, and that they than can be traded in an
orderly manner, cleared, settled and registered pursuant to
the regulations of the stock exchange and implementing
rules.

If the issuer of tradable securities on the stock exchange
is applying for simultaneous listing on another Spanish
stock exchange, it must adduce original application let-
ters so that the recipient stock exchange can pass them
on to each of the stock exchanges on which the issuer
wishes to have the securities admitted to trading.
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a Relevant Documentation

Written application for admission to trading, addressed to the chairman of the board of the
stock exchange management company and signed a person with sufficient powers.

Mandate letter granted by the issuer to its choice of stock exchange representative or, as
the case may be, to the stock exchange management company, authorising that person or
company to act on its behalf in all stock market admission to trading procedures. Evidence
of the corresponding acceptance of this mandate must also be provided.

Certificate confirming the resolutions adopted at the general shareholders meeting and the
board of directors relating to the admission to trading of the marketable securities issued

by the company.

tion of the applicant company.

Certificate showing any lawsuits that might have a significant impact on the financial posi-

Certificate confirming any court-ordered attachments on the marketable securities that the

company is looking to have admitted to trading.

admission to trading.

.........

Certificate confirming the validity of the articles of association of the company seeking

Certified notarial copy of the public instruments evidencing the capital increase

and resulting subscription and payment, or closure of the issuance.

seeking to have admitted to trading.

del Mercado de Valores (CNMV).

Information relating to the distribution of the marketable securities that the company is

Copy of the prospectus, filed, where applicable, with the Comision Nacional

For foreign issuers, all documentation must be duly legalised in the country of origin and

submitted together with the corresponding certified translation.

Processing

Once received, the stock exchange shall scrutinise and
coordinate the request and determine whether the secu-
rities the company is seeking to have listed meet all spe-
cified requirements. Once the CNMV has green-lighted
the request, the stock exchange shall agree to admit the
securities to trading. The decisions to list the marketable
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securities approved by the stock exchange management
company will be published in the Stock Exchange s daily
bulletin reported to the CNMV and to the company that
made the request. These options are important because
they have the effect of stabilising the price of the new sha-
re when it hits the market.
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Approximate Timeframe

The flow chart below provides a rough idea of the timeli-
nes involved in each stage of the stock market admission
process. Once the decision to go public has been reached,
the issuer must define how best to structure the opera-
tion. The application procedure, including the process of
having the prospectus filed at the CNMV and presenting
all necessary documents, typically takes 2 to 4 months
to complete. The processing phase and the subsequent

Steps Involved in an IPO

selling or placement phase generally takes 1 to 3 weeks.
Last but not least, the company is floated and a bell is
rung on the stock exchange trading floor to mark the oc-
casion, where the company invites its main shareholders
and key investors, along with the press and all entities to
have taken part in the process, among others.

- Corporate resolutions
- Due diligence
- Designing the operation

v
\$ \:
I:" - Prospectus filed at the CNMV 13’
“ 2 - Documentation showing “ 4
compliance with admission
requirements
V4 A
- Approval of the application by the
exchange CNMV and the stock exchange
- Placement and listing
- Agreement to float the company/ .
2-4 admission of the securities 1-3
months weeks
&
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Costs

The main costs of floating a company are as follows:

Management, Underwriting and
Placement Fee:

The amounts charged by the financial and legal interme-
diaries chosen by the company to carry out the place-
ment process. These fees are normally 2% to 4% of the
cash amount placed, although this can vary depending
on the size of the offering.

Advertising Costs:

These can vary, depending on the types of investor the
company is looking to attract. This may be simply to com-
ply with some legal obligation governing the publication
of announcements in the BORME gazette, or a fully-fled-
ged advertising campaign across different press and me-
dia outlets. On average, these costs can reach some 0.3%
of the cash amount placed.

CNMYV Rates:

Scrutinising the necessary documentation to verify com-
pliance with the requirements for admitting the securities
to trading on regulated secondary markets: 0.01% of the
cash amount of the admission, subject to a minimum of
25,000 euros and a maximum of 70,000 euros.
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Stock Exchange Admission Rates:

Rates charged by the stock exchange for getting the com-
pany admitted to trading.

- A fixed fee of 1,500 euros is charged for studying, exa-
mining and processing the application.

- As fees for the admission of national equity securities,
0.011% of the stock market capitalisation of the securi-
ties to be admitted to trading resulting from their initial
market price. This fee is subject to a minimum of 6,000
euros, or 0.5% of the new stock market capitalisation
admitted, whichever is lower, and subject to a cap of
500,000 euros.

- Subsequently, listed companies must pay an annual fee
to remain listed on the stock market. In the case of na-
tional equity securities, this fee will be 0.05 per mille of
their market capitalisation at the close of the last tra-
ding session the previous year.

Iberclear Fees:

- Inclusion on the register

As a general rule, all equity securities included in the re-
gister for any reason will be charged a fee of 0.40 basis
points of the cash value of the securities included, subject
to a minimum of 500 euros and a maximum of 50,000
euros per issue.

- Annual fee

Every issuer to have entrusted IBERCLEAR with its book-en-
try record-keeping is charged an annual fee of 500 euros.
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Disclosure and Transparency Obligations

of the Listed Company

Listed companies are required to report information on
a regular basis. The spirit of this obligation is to ensure
that the market has sufficient information at all times
on which to form reliable prices and, therefore, to ensu-
re there are no deficiencies due to a lack of information
transparency.

The information to be provided by the company can be
grouped into two main blocks:

1. Periodic (Financial):

- Annual and relating to the separate and consolida-
ted financial statements of the company: annual ac-
counts, directors' report and audit report for each clo-
sed financial year. This information must be released
within the first four months following the end of the
year in question.

- Half-yearly: the financial statements will be made pu-
blic within sixty days of the end of each three months
period and will contain similar information to that in-
cluded in the annual accounts.

- Quarterly: to report on earnings and other relevant
information within forty-five days of the close of each
quarter.

Given that both listed and unlisted companies have the
obligation, since 1991, to present their annual accounts
and directors’ report, in many cases previously audited,
the requirements here do not entail any significant in-
crease on the information they already have to disclose.

2. Ad Hoc:

- Companies have the obligation to publicly file, with the
CNMV and the stock exchange, any significant financial
or legal event in their life that may have a material im-
pact on the share price, notably: payment of dividends,
increasing or decreasing the face amount of the shares,
admission to trading on foreign exchanges, announce-
ments of general meetings, stakes in other companies,
significant stakes exceeding 3%, changes in the compo-
sition of the board, any shares held by directors and ad-
ministrators, regardless of the amount, transformation,
merger, resolutions to dissolve, liquidate or split the
company, suspensions of payments, or declarations of
bankruptcy.

- The most recent regulation here can be found in Or-
der EHA/1421/2009 of 1 June, on material information.
This Order sets out the rules and criteria to be followed
when identifying and assessing possible relevant cor-
porate events to be disclosed.

- Prospectuses in the case of public offerings, to be filed
with the CNMV. They must be published on occasion of
any capital increase, issuance of fixed income securi-
ties, or primary and secondary offering.

Aside from the compulsory information, some listed
companies voluntarily choose to include additional in-
formation, since good financial communication between
all market participants is an effective means of gaining
the trust of investors and earning credibility. This com-
munication process is channelled through the investor
relations and support departments and includes regu-
lar releases of pertinent information, periodic bulletins,
presentations to analysts and managers, communication
with the economic press and media, etc.
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Cultural Change
at the Listed
Company







The stock market listing of a company requires a cultural
change within the company, since it will need to adapt to
new rules and procedures that the market now demands
of it. The most relevant of these relate to disclosure and
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transparency obligations, as explained previously, com-
munication and relations with investors and corporate
governance.

Communication and Investor Relations

Investor relations is becoming an increasingly important
discipline for companies because it plays a critical role in
enabling investors to form reliable expectations of the
company'’s stock market value.

In a stock market in constant flux, companies will encoun-
ter dynamic and changing situations and must adapt
their communication strategy accordingly in response to
the demands of their investors or stakeholders, while en-
suring compliance with the law. Identifying investors is a
daily challenge within this framework of investor relations
if a company is to use its resources as efficiently as pos-
sible. New regulations, new concepts and new tools are
constantly emerging, such as the new concept of “sustai-
nability” or the social networks. This impacts the work of
investor relations departments by requiring listed compa-
nies to become more transparent and entrust the work to
highly qualified professionals, while also introducing new
and improved ways of communicating with stakeholders.

One of the main aims of this discipline is to enhance the

company'’s reputation and understanding within the mar-
ket, increase coverage of the company’s share by analysts
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and make the company more aware of its existing share-
holding structure and of potential investors.

The ultimate aim is to design and systematically imple-
ment an Investor Relations Programme for the communi-
cation of strategic, operational, organisational and finan-
cial action via any textual, face-to-face or digital channel
or means. This programme will target institutional share-
holders and investors, financial analysts, stock exchanges,
regulatory authorities of the capital markets and rating
agencies to help ensure a reliable formation of the share
price and therefore create value for shareholders.

The programme should include an equity story or invest-
ment proposition, which should convey differential traits to
make it an attractive investment option. It must be unique,
clear, concrete, structured, realistic and systematically up-
dated. It is not about the company’s earnings or financial
results, and nor is it to give an estimate of the company's
underlying value. Although an equity story can come in di-
fferent shapes and sizes, here is an example of a six-step
story that runs for 12 minutes:
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Equity Story in Six Steps

(
KA 1 minute
A

1 Objective:

Content:

Introduction to the company's business
and objectives, including a brief history
and current position.

o G
i 3 minutes
3 Objective:

Content:

Business development and performance,
markets, products, opportunities,
competitive edges.

1
? G minutes

<
‘,? 5 Objective:

Content:
Goals and objectives in mind.

Source: The Strategic Value of Investor Relations (Introduction to IPOs
course), Francisco Blanco Bermudez, 2016.

Objective:

Content:
Recent financial performance, organic growth
rates, profitability and understanding.

Objective:

Content:
Organic growth strategy and growth via
mergers and acquisitions.

Gminute

Objective:

Content:
Explain why it is a good investment opportunity.
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The Importance of Corporate Governance

at the Listed Company

Corporate governance is a set of rules, principles and pro-
cedures governing the structure and operation of a com-
pany's governing bodies. More to the point, it establishes
the relationships between the general meeting, the board
of directors, shareholders and all other stakeholders, whi-
le stipulating the rules governing the decision-making
process at the company for the generation of value.

In recent years, and more specifically following the onset
of the financial crisis, the international community has
realised just how importantitis for listed companies to be
managed properly and with full transparency. The good
governance of companies underpins the proper functio-
ning of the markets by making them more credible and
stable places and helping to drive growth and the gene-
ration of wealth.

Corporate governance has three main layers, resulting
from:

-The law. Corporate governance is important when com-
plying with prevailing law and regulations. In particular,
Title XIV of the Spanish Corporate Enterprises Act rela-
tes to listed public limited companies. The Act addresses
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various matters, including the classification of directors
(executive and non-executive), the executive chairman
(lead independent director) and the various board com-
mittees (Audit Committee and Appointments and Remu-
neration Committee).

- National codes of good governance. Good governan-
ce is important in stating the company’s degree of ad-
herence to the Recommendations set out in the Code of
Good Governance at Listed Companies published by the
CNMV in February 2015. The instrument used to moni-
tor this compliance is the Annual Corporate Governance
Report. The CNMV Code of Good Governance contains
a set of recommended good practices, governed by the
principle of “comply or explain”.

- Good international practices. In 2017, foreign inves-
tors owned more than 40% of the shares issued by Spa-
nish listed companies. Institutional investors are highly
active in steering corporate decisions at their investees.
In this context, knowing the capital structure of a com-
pany becomes an absolute necessity, as does gauging
the expectations of the market through what are known
as proxy advisors and their voting policies.
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© Applicable Legislation

- Restated text of the Securities Market Act (Ley del Mer- - Commission Delegated Regulation (EU) No 486/2012

cado de Valores), enacted by Royal Legislative Decree
4/2015, of 23 October.

Royal Decree 1310/2005, of November 4, partially
implementing Securities Market Act 24/1988 of July 28,
as regards the admission to trading of securities in re-
gulated secondary markets, primary and secondary
public offerings and the prospectus required for those
purposes.

Royal Legislative Decree 1/2010, of 2 July, enacting
the restated text of the Corporate Enterprises Act (Ley
de Sociedades de Capital).

of 30 March 2012, amending Regulation (EC) No
809/2004 as regards the format and the content of the
prospectus, the base prospectus, the summary and the
final terms and as regards the disclosure requirements.

- Circular No 1/2021. Requirements and procedure

applicable to the stock market admission of shares, in-
terests in listed unit trusts and warrants.
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05 BME 4Companies

BME 4Companies
The Stock Market
And What It Can

Offer Companies

40

FINANCING

- Funding via the stock market

- Funding via the Alternative
Stock Market (BME Growth)

- Funding by issuing fixed
income securities

€

COMMUNICATION

- Spaces and rooms
at the Madrid Stock
Exchange Palace

<K
|

A Guide to Listing on the Stock Market

BME 4Companies is an end-to-end solution that supports
companies at every step of the way, from the moment they
decide to access the stock markets. BME provides a broad
and competitive range of services and products to allow
business owners to reap all the rewards of the securities
markets.

BME provides a free information service on the stock mar-
ket listing process. It also holds meetings with the com-
pany's representatives to analyse the process, the parties
involved, timeframes and costs.

BME 4Companies also includes a full suite of services and
products so that the company can unlock its full potential.

INFORMATION
ON THE MARKET

- Stock information
- Investor relations apps and site
- Financial Information Terminals

-

SETTLEMENT

- Securities register
at Iberclear
- Daily share ownership
notifications

BME 4Companies

The stock market and what it can offer companies

TRAINING

- Course on business
financing options
- Introduction to IPOs course

- Advanced course in investor
relations

MANAGEMENT

- Shareholder Register
- Proxy Voting Services

VISIBILITY INNOVATION
AND ACCESS SOLUTIONS
TO INVESTORS R
- MedCap Forum Code of Conduct
- BME Highway

- Latibex Forum

- International events with
Spanish companies
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05 BME 4Companies

Please Contact Us For
More Information

Francisco Formariz
bme4companies@grupobme.es
+34 91 589 1178

www.bolsasymercados.es/BME_4Companies
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