Deutsche
Borse

Going Public

A guide to your successful IPO

Making
capital
matter.




Vol

Table of contents

1 The significance of capital markets in the context of corporate

finance 5
2 TheIPO as a financing alternative 7
3 Preparing to go public - IPO readiness 10
31. Change of legal form 10
3.2. Management 10
3.3. Accounting requirements 1
3.4. The equity story 12
4 Going public 14
41. Selected listing options 16
411  IPO 16
41.2, Private placement 16
413. Direct Listing 16
414. SPACs 17
41.5. Spin-offs and equity carve-outs 17
4.16. Dual listing 17

5 ThelPO process 18
51. Preparation 18
5.2. The beauty contest 19
5.3. Theissuing concept 19
5.4. Duediligence, prospectus, analyst presentation 22
5.5. Early-look meetings and piot fishing 23
5.6. Intention to float 23
5.7. IPO communication 24

5.8. Placement of securities through banks and Deutsche Borse DirectPlace....25

5.9. Listing event 26
510. Being public 26
6 The costs of going public 27
6.1. Directcosts 28

Going Public- A guide to your successful IPO 20f43



6.2. Indirect costs 28
7T The Frankfurt trading venue 32
1. Xetra 32
7.2. Deutsche Borse Frankfurt 32
7.3. Advantages of the Frankfurt trading venue 33
8 Choosing a market segment 34
8.1. Prime Standard and General Standard 35
8.2. Open Market: Scale 36
8.3. Deutsche Borse support services 37
8.4. Inclusion in equity indices 39
9 Case studies 41
91. TeamViewer AG a1
9.2. Vantage Towers AG 42

Going Public- A guide to your successful IPO 30f43



Introduction

Dear Reader,

Going public is a major milestone for a company. Once listed, the improved access to the capital market
allows you to generate additional capital for further growth. At the same time, the various stakeholders’
increased attention has positive effects on communication, recruiting, and operational development. The
fulfilment of additional duties enhances transparency - internally as well as externally. The entire process —
from the first idea of an IPO (Initial Public Offering) to the establishment of optimal structures, to its actual
implementation and listing - is complex and challenging. It also offers the opportunity to raise the corporate
structure to a new level. Companies have various options when it comes to going public.

This IPO guide offers answers to key questions. What is the purpose of going public? Are the structural
foundations for an IPO in place? Which players need to be involved in the IPO? What costs should an issuer
expect? What are the choices in terms of share placement? These are among the questions you will
inevitably encounter in the IPO process. The first part of this guide focuses on the significance of capital
markets in the financing of companies and gives an overview of the past years’ listing activities at the
Frankfurt trading venue. The second part presents the IPO as a financing alternative and thus concludes the
explanations on market conditions.

From chapter 3, the issuer takes centre stage with practical advice on IPO preparation and readiness. Once a
company fulfils all requirements, it’s time for the actual IPO. In the 4th chapter, you'll find all the details on the
various listing options before the 5th chapter maps out the IPO process in detail. The 6th chapter deals with
the costs of an IPO and concludes with an introduction to the Frankfurt trading venue.

We hope you enjoy reading our guide and gain valuable knowledge for your IPO.
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1 The significance of capital markets in the context of corporate finance

Among the most important prerequisites for the development of an economy is an efficient capital market
enabling the exchange of capital, ideas, and entrepreneurial opportunities, as well as ensuring regulation and
bringing together the needs of companies and capital providers. In Germany after WWII, stock exchanges
had an important function as capital intermediaries for the reconstruction of the country, playing an
important role in its “economic miracle”. Today, as we face monumental change, stock exchanges are again
of great significance. The transformation into a sustainable economy and the development of innovations, in
which start-ups play a decisive role, will only succeed if companies have efficient access to capital.

Deutsche Borse is an international exchange organisation and innovative market infrastructure provider.
With its products, it ensures capital markets characterised by integrity, transparency and stability. With its
Xetra® trading venue, it operates the global reference market for German stocks and is Europe’s number one
for exchange-traded funds (ETFs). For the admission and listing of securities, Deutsche Bérse offers
different segments and transparency standards, for large and small, national and international companies.’

It supports companies preparing for an IPO every step of the way and offers a wide range of financing
options.

Figure 01: The role of the capital market between companies, private and institutional investors
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Source: Deutsche Borse AG, in: Strategien zur nachhaltigen Finanzierung der Zukunft Deutschlands, September 2021, p. 11 (www.cashmarket.deutsche-boerse.com A
Publications / Deutsche Bérse Cash Market

It also offers well-known and internationally renowned selection indices and products, giving companies
access to a broad spectrum of national and international, institutional and private investors. As the nucleus
of the German and continental European capital market and an international financial centre, the city of
Frankfurt am Main benefits from its location in the heart of Europe and its airport hub. The Rhine-Main region

"Deutsche Borse AG, URL: https://www.deutsche-boerse.com/dbg-en/our-company/deutsche-boerse-group/business-areas, as of 18 July 2022
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is home to well over 200 credit institutions (more than 80 percent of which are foreign banks), as well as the
ECB, the Deutsche Bundesbank, the Federal Financial Supervisory Authority (Bundesanstalt flir
Finanzdienstleistungsaufsicht, BaFin) and other important EU authorities. Frankfurt holds 10th place in the
ranking of global financial centres (The Global Financial Centers Index 25) and is thus considered the leading
financial centre in continental Europe. 2

As the operator of Frankfurter Wertpapierbdrse (FWB®, the Frankfurt Stock Exchange), Deutsche Bérse AG
is a central constituent of this ecosystem and regarded as an important service provider for companies on
their trajectory to national and international capital markets. In recent years, the capital markets have
globally seen strong momentum. For the Frankfurt Stock Exchange, 2021 was the most successful IPO year
to date, with record figures and a further increase in the share of foreign investors. At the same time, liquidity
in trading remained at a high level. A large part of the trading volume was due to tech companies. The
greatest new additions were the IPOs of Vodafone subsidiary Vantage Towers AG with an issue volume of
€2.3 billion, and AUTO1 Group SE with an issue volume of €1.8 billion. By comparison, Deliveroo, the largest
London Stock Exchange IPO, launched its shares at a total value of only €1.7 billion, once again
demonstrating the post-Brexit transaction security and reach of the Frankfurt trading venue.

The trading venue offers high flexibility and numerous opportunities: Carve-outs such as the Vodafone spin-
off Vantage Towers AG, or the listing of SPAC companies such as Lakestar SPAC | SE (now trading as
HomeToGo SE) stand for large volumes, but also for innovative transaction structures settled stably and
securely at the Frankfurt financial centre (these and other listing options are described in greater detail in
chapter 4).

2 Long Finance: GFCI 25 Rank, URL: https://www.longfinance.net/programmes/financial-centrefutures/global-financial-centres-index/gfci-25-explore-data/gfci-25-rank/, as of 05
April 2022
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Figure 02: Listing activities at the Frankfurt trading venue
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2 The IPO as a financing alternative

The IPO serves most companies to realise their growth strategy, thereby unlocking capital that can be used
repeatedly, optimising their structures from a corporate governance perspective and achieving greater
publicity. In addition, the IPO offers private equity firms an exit. It is also an attractive option for family
businesses that do not have a succession plan in place to ensure the independence their life’s work. Private
equity firms invest in companies with the aim of restructuring them with a view to efficiency, maximising
success and value. A common investment strategy is the sale of the respective stake after three to five years
at a profit or to take it public. Private equity-backed IPOs gained prominence in 2021. After the previous
years’ negative trend, Deutsche Bérse saw 14 such IPOs in 2021, suggesting that in a positive market
environment, amid sustained high liquidity and rising company valuations or share prices, it is becoming
increasingly common for this investor group to choose an exit strategy via the stock exchange for their
portfolio companies. Private equity investors benefit from the (partial) sale of shares during or shortly after
listing, as well as from ongoing participation and the growth option via the stock exchange.

Following various rounds of financing, going public is the decisive breakthrough to successful market
penetration for many start-ups. In recent years, one of the largest and most important European start-up
ecosystems has emerged, especially prominent in Germany. In 2021, venture capitalists invested around €17
billion in German startups, more than in any other EU country. A survey among venture capital investors
conducted by “Invest Europe” showed that Germany is on track to remain the preferred destination for
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venture capital providers.® This continuing positive trend speaks for a well-functioning private capital
market and an ecosystem boasting the highest number of unicorns (companies with a valuation of over €1
billion) in continental Europe.

Figure 03: Overview IPOs with a private equity background on Deutsche Borse
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Source: BVK-Recherchen, Deutsche Bérse AG Only new issues and private placements on Prime/General Standard and Scale were considered.

What has thus emerged is an attractive pre-IPO environment for companies and investors as well as a
functioning pipeline of innovative and marketable companies which consider an IPO the next step in their
growth strategy.

An IPO allows company founders and private shareholders to monetise part of their investments’ increase in
value. However, a divestment strategy can also raise questions and a communication strategy should
therefore be prepared carefully. If a young company’s IPO, for instance, is based on the founder’s declaration
of a great growth story, said founder’s expressed intention to sell a large part of his own shares shortly
afterwards is likely to raise justified doubts among new investors regarding the supposedly promising
growth perspective. If that case, the founder would be much more likely to remain invested in the company.
Existing shareholders therefore often limit their option to surrender their shares to the framework of an over-
allotment. The over-allotment clause, or greenshoe, grants the syndicate the option to purchase additional
company shares at the offering share price to satisfy any additional demand or stabilise the price of the new
shares.

A further advantage of a company’s stock exchange listing is the use of its own shares as acquisition
currency. The issue of new shares from a capital increase against contribution in kind can be used to fund the
acquisition of other companies. In this case, rather than placing the newly issued shares from the capital

2 European Investment Fund: EIF Venture Capital Survey 2021: Market Sentiment, p. 56, URL: https://www.eif.org/news_centre/publications/eif_working_paper_2021_74.pdf, as of 05
April 2022
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increase on the stock exchange, the company places them with existing shareholders of the acquired
company, allowing for a liquidity-neutral construct of the acquisition.

In addition to opening up new financing opportunities, there are other excellent reasons for an IPO. It allows
companies undergoing the transformation process of strategically shifting their focus on core competencies
to create independent entrepreneurial units to be listed on the stock exchange. For a family-owned business,
the lack of a successor can be a good reason to go public, as a diversification of management can increase
its appeal.

An IPO can strengthen the relationship among a company’s stakeholders. Expanding the options of direct
employee participation in its growth promotes company loyalty. Furthermore, the new transparency on the
capital market increases trust among customers, business partners and banks. And finally, an IPO increases
visibility. A number of previously unknown companies were able to raise the level of awareness for their
products and services significantly by going public.

Figure 04: Reasons to go public
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However, an IPO and its follow-up obligations entail additional expenses for companies. The advantages and
disadvantages of going public should therefore be weighed carefully well in advance. The process is both
time-consuming and cost-intensive; the company must commit to transparency and disclosure of
information following the IPO; shareholders exert increasing influence through co-determination and voting
rights. Furthermore, a successful listing also requires a regular exchange of information with investors and
shareholders regarding the ongoing business development and strategy. Owners and management should
therefore weigh the positive nd negative aspects in their entirety prior to their decision for or against an IPO.
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3 Preparing to go public - IPO readiness

0 go public, a company must fulfil several legal, organisational and economic requirements, among them the
choice of legal form, compliance with Learn more about some of the most important requirements below.
accounting standards and the development of a credible equity story.

Figure 05: IPO prerequisites
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Learn more about some of the most important requirements below.

31. Change of legal form

A change of legal form is necessary for most stock market candidates. Many companies, and especially
SMEs, are organised in limited liability companies such as the GmbH or GmbH & Co. KG. German
corporations may choose between the following three legal forms for an IPO: the Aktiengesellschaft (AG, a
German stock corporation), the Kommanditgesellschaft auf Aktien (KGaA, a limited joint-stock partnership)
or the Societas Europeae (SE). In addition, foreign legal forms such as the Dutch N.V. (haamloze
vennootschap) and the Luxembourg SA (société anonyme) can be listed in Frankfurt. If several companies
are to form the new AG, the merger or contribution of the previous companies to the AG is also necessary.
This change of legal form involves comprehensive advice and takes at least two months.

3.2 Management

Investors expect their invested funds to be applied for the purpose of a sustainable increase in value by the
management bodies of the respective company. Management and an efficient management structure
(corporate governance) are therefore vital when going public. Corporate governance is responsible for both
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the rules of conduct according to which a company is managed and the supervision of this management.
These factors, alongside administrative structures, the management’s relationship with its workforce, as well
as remuneration, also play a central role in social and environmental considerations as part of the decision-
making process. This, in turn, must be considered against the backdrop of the increasing importance placed
on ESG criteria in investment decisions.

The German Corporate Governance Code contains best practice guidelines for the management and
supervision of German listed companies. However, it does not have the status of a legal standard. The Code
has its legal basis in the Declaration of Conformity pursuant to Section 161 of the German Stock Corporation
Act (AktG) and is reviewed annually by the Government Commission to ensure that it is up to date. The
recommendations and suggestions are internationally and nationally recognised standards of good and
responsible corporate governance, regarding, above all, the management and supervision, the composition
of the executive board and the supervisory board, the working methods of the supervisory board as well as
the remuneration of the executive board, which is also an important issue for investors. While an unlisted
company'’s supervisory board is often made up of family members or other close relations, it is important to
investors that the supervisory board is staffed independently, with a broad range of competences among its
members. Thus, expertise in the company’s market and industry, finances, products and technologies and, if
possible, sustainability, and the capital market should be represented on the supervisory board.
Sustainability considerations play an increasingly important role in the remuneration system. To meet the
expectations of future investors, stock exchange candidates are well advised to take the recommendations
of the German Corporate Governance Code into account when structuring their organisation.

In addition to the CEQ, the CFO is central to an IPO. The experience of the person in this role, preferably
acquired in an already listed company, creates confidence among investors in terms of the company’s
finances, particularly financial planning.

3.3. Accounting requirements

An IPO is associated with considerable accounting requirements. Early on, accounting figures and
quantitative information play an important role in the prospectus. A professional and efficient accounting
system is also a basic requirement for an IPO in view of the follow-up obligations arising from the listing.
Companies planning to go public on an organised market such as the Prime Standard of Deutsche Bérse are
also obliged to prepare their consolidated financial statements in accordance with the provisions of the
International Financial Reporting Standards (IFRS).

In preparation of an IPQ, it is therefore important to scrutinise the company’s financial organisation through
the lens of the capital markets. A listed company is subject to a high level of external reporting and must
meet extensive disclosure obligations regarding financial information. Amongst others, this requires a high
level of competence in the areas of accounting, financial reporting, treasury and compliance. Only if these
requirements are met can the company meet the regulatory standards and investors’ demands following its
IPO.
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Annual and quarterly financial statements must be published in good time following the IPO until the end of
the reporting period (fast disclosure). While the observance is an important sign of a properly functioning
accounting system and the establishment of effective internal control and steering systems, the necessity
for swift preparation of the annual financial statements must not come at the expense of quality. After all, not
all financial statements are created equal, even if accounting standards are identical. Making use of
reporting and valuation leeway can be decisive for important key figures such as equity ratio or return on
sales. Are the subsidiary valuations realistic? Does the reported turnover and profit realisation match the
degree of completion in the case of tasks spanning multiple periods? Answers to questions like these are
among the decisive factors for investment recommendations given by research analysts who continuously
publish analyses of listed companies.

Another challenge in this context is the management’s ability to correctly assess the future development of
the business. Reliable, longer-term forecasts enhance investor confidence. Beyond the mere implementation
of reporting and planning systems, it is vital that assumptions about market and cost development are
subject to continuous and timely review. In addition, the responsible employees should be practised in
dealing with the defined processes and implement them in the company’s daily business. While these
prerequisites should be met at the time of a company’s stock market debut, they are an oft-neglected area of
preparation. If the first corrections to the expected development occur shortly after the IPO, the negative
effect on the stock market price is enormous and restoring investors’ thus squandered confidence becomes
exceedingly difficult.

3.4. The equity story

To a large extent, the success of an IPO depends on a convincing equity story and its communication. A
share profile is complex, characterised by various factors which are based on internal and external influences
as well as expectations. An assessment of the quality or sustainability of a company’s performance cannot
solely be based on financial information. The equity story comes into play at precisely this point. Aimed at
bringing the company to the attention of the financial community by highlighting its merits, the equity story
describes the company in its environment, its history and visions. It thereby realistically elaborates on
potential in terms of growth, earnings, and competitive advantages for investors while connecting the
business case of the company with the investment case.
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Figure 06: Equity story, connection business case - investment case
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In communicating the equity story, the most important instrument is the investor presentation. It provides a
comprehensive picture of the company.

Figure 07: Content investor presentation

What? How?

Investment case Concise description in bullet points

Business model lllustration and explanation of business model
Management Presentation of the management

Strategy Concise description in bullet points

Market environment Market environment, size & positioning/competition
Operational principles Current activities and successes in the operating business
Segments Addition of a compressed description with bullet points
KPlIs Explanation of the most important KPIs

P&L Explanation of significant changes/positions
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What? How?

Balance sheet Explanation of significant changes/positions
Use of proceeds Clear and comprehensible presentation
Milestones Summary on one slide
Forecast/expectations Summary on one slide
Contact Contact person and contact details

4 Going public

An IPO involves strategic, structural, organisational, legal and tax decisions. It therefore requires
comprehensive planning, preparation and coordination. It also depends heavily on experienced partners.

Deutsche Borse has built a network of Capital Market Partners specialised in supporting companies on their
way to the stock exchange. The selection of the right partners is an essential criterion for a successful IPO.

Figure 08: Experienced project team
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An independent IPO advisor supports the company in achieving IPO readiness, in selecting the optimal

partners and accompanies the entire process. The most important objective being IPO readiness, it is
important to include the IPO advisor at an early stage and draw on the advisor’s experience during the basic
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consideration as to whether the company is in the right stage to consider going public. The advisor’s
knowledge of the IPO market is also highly valuable when determining the stock market segment,
considering how to use the proceeds from an IPO and, above all, in choosing suitable partners. As American
business commentator George Jerome Waldo Goodman (1930 - 2014) said: “If you don’t know who you are,
the stock exchange is an expensive place to find out”. The better the preparation, the lower the risk of
disappointment after an IPO. Optimal preparation is the fundamental task of the IPO advisor.

An auditor assists the company in meeting the formal requirements for an IPO. Two central responsibilities
are the preparation of the auditor’s report for the annual financial statements, which must be included in the
prospectus, and the issuing of a comfort letter with the auditor’s confirmation of the key financial figures’
careful calculation and presentation within the prospectus.

As arule, two legal advisors are involved in an IPO. The company’s legal counsel (issuers’ counsel) takes the
lead in the conversion of the company’s legal form and the preparation of the prospectus, amongst others.
The legal counsel of the banking syndicate (underwriters’ counsel) prepares the underwriting agreement
and conducts a review of the prospectus as well as a legal due diligence, amongst others. The underwriters’
counsel is proposed by the bank and appointed in consultation with the issuer. In the case of smaller-volume
IPOs, the issuer and the banks may also agree on a joint legal advisor.

The success of an IPO largely depends on communication. While communication with investors is handled
by the banks, investor relations agencies take on the task of positioning the company as an attractive stock
market candidate in the financial community. The agency’s good relationship with the financial and business
press is particularly important in this regard. Favourable coverage of the stock market candidate impacts the
opinion formed by potential institutional investors and others, such as private investors. For a listing of the
company on an organised market, the issuer needs the support of a bank. For a listing on the OTC market,
however, the issuer merely needs a trading participant admitted to the stock exchange. For larger issue
volumes, several banks are usually mandated.

The (investment) banks — one or more, depending on the size of the transaction - are mainly responsible for
the preparation of the IPO and carrying out the required process, (further) developing the equity story in
collaboration with the company, valuing the company and marketing the shares.* The lead bank or banks,
so-called “global coordinators”, coordinate the pricing mechanism up to the initial listing on the stock
exchange. The main criteria for the selection of banks are their IPO experience, investor access and the
competence and reputation of the respective technical and research departments.

*There are different structures for price determination. Unlike the fixed-price procedure, bookbuilding includes the interests of large investors in the determination of the issue price:
prior to the start of bookbuilding, the syndicate banks approach potential large investors about their willingness to invest. (cf. https:/www.live.deutsche-boerse.com A Know-howA
Glossary A Book-building
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41. Selected listing options

Companies have several options when it comes to accessing the capital market. The most popular and
common transaction structures are presented below.

411. IPO

The Initial Public Offering (IPO) is by far the best known and most common option. A previously unlisted
company, either in the legal form of an AG, KGaA or SE, places shares publicly for the first time and
subsequently admits them to (initial) trading on a stock exchange. As a rule, the shares offered are those of
existing shareholders and new shares resulting from a capital increase of the company.

The (new) shares to be placed are first publicly offered for subscription before the first day of trading on the
stock exchange. The proceeds from the placement of new shares accrue to the company and can, for
example, serve to fund long-term growth. Existing shareholders also benefit from the public placement of
existing shares as they may sell their shares to generate liquidity. As a rule, however, existing shareholders
only sell part of their shares in the IPO and remain invested in the company to participate in future
developments.

This traditional path was also chosen by TeamViewer AG. The Swabian tech company celebrated its IPO in
Frankfurt in September 2019, enabling major investor Permira, which had been invested in TeamViewer since
2014, to initiate the monetisation of its shares. The decision paid off: within a year, the share recorded high
double-digit growth. In addition, the company raised fresh capital of around €2.2 billion for further
acquisitions, amongst other things.

41.2. Private placement

When going public, the shares need not necessarily be offered to the public. It is also possible to specifically
address select investors, e.g., within the framework of a private placement. In this special form of an IPO, the
securities are only offered to qualified institutional investors. A private placement can consist of both new
and old shares.

41.3. DirectlListing

In a direct listing, only existing shares of a company are admitted to trading, with existing shareholders
selling their shares via the stock exchange. There is no bookbuilding procedure or (re-)placement prior to
the listing, rendering the process more flexible and significantly reducing transaction costs. An initial share
price is therefore not set beforehand, which in turn means that there is no risk of price and valuation
markdowns due to a volatile market environment. The company is valued for the first time by the opening
price, determined by supply and demand. As no new shares are issued, founders’ and existing shareholders’
shares are not diluted in this structure. The Swedish music streaming service Spotify opted for a direct listing
when it made its stock market debut in New York in 2018. Despite the extensive media attention in Spotify’s
IPO, the trend has not yet been firmly established in Europe.
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4.1.4. SPACs

SPACs (Special Purpose Acquisition Companies) are a further form of listing. The initial purpose of a SPAC is
to raise capital through an IPO and, in a second step, to use the raised capital for the acquisition of a
previously unidentified operational company. In most cases, only the industry of the potential target
company is known. The acquired company is not listed on the stock exchange and only becomes a listed
company through the SPAC transaction. The SPAC company usually has 24 months to acquire a company. If
it fails to find a suitable target during this time, the SPAC company is liquidated, and the investors are
reimbursed for their capital at the agreed interest rate. As it is not tied to a narrow timeframe, a SPAC
transaction is flexible in terms of reacting to market volatilities. Interest in the structure is growing, also in
Germany. Deutsche Bérse has created the framework conditions enabling a SPAC listing in Germany in the
Regulated Market of the Frankfurt Stock Exchange (General Standard and Prime Standard). For a SPAC
listing on the Frankfurt Stock Exchange (possible in the corporate form Societas Europaea (SE) or the Dutch
Naamloze Vennootschap (N.V.)), several requirements must be met:

(a) The proceeds of the issue must be paid into an interest-bearing trust account;

(b) the intended purpose of the proceeds of the issue must be detailed in the prospectus;

(c) the SPAC must prove that the company is temporary and that, in the event of its dissolution, the trust
assets will be distributed to the investors; and (d) it must be ensured that the shareholders decide on the use
of the trust assets by a majority of at least 50 percent.

41.5. Spin-offs and equity carve-outs

There are two further interesting options for a company’s business realignment: the spin-off and the carve-
out. In the case of a spin-off, a subsidiary or a business division of a company or group forms a new
independent entity. The aim is to increase the value of the company for investors. In the case of a spin-off, the
parent company issues the shares of the spun-off subsidiary proportionately to its existing shareholders in
the form of a special dividend, with no regular inflow of funds to the parent company. The spin-off of Siemens
Energy from the Siemens Group in 2020 was among the largest spin-offs in Europe.

Another option is a carve-out, where, in contrast to the spin-off of a subsidiary, the parent company retains a
majority stake in the company. The carve-out therefore serves primarily to raise capital and is particularly
interesting for the parent company if the highest possible valuation for the shares is achieved on the market.
Examples for successful carve-outs are DWS Group from Deutsche Bank (2018) and Lanxess (2005) and
Covestro (2015) from Bayer.

41.6. Duallisting

In a dual, or secondary listing, a company is listed or included in trading on another stock exchange in
addition to its home exchange. This can be a sensible choice for a company intending to tap into another
market, diversify its investor reach or expand access to indices and passive products. A dual listing can be
purely technical or combined with equity issuance. As it is not a global initial or public offering, it does not
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constitute an IPO, and a prospectus is not required - provided that one of the prospectus exemption rules is
applicable to the dual listing (admission of the shares to trading on the Regulated Market).®

5 The IPO process

There are four key stages in an IPO process. With appropriate preparation and professional partners, it
generally takes a company six to ten months to go public, provided structural measures such as accounting,
compliance, risk control system and corporate governance are already in place. The most important steps
are briefly described below.

Figure 09: The four phases of going public

1.  Sufficient 2. Careful structuring 3. Targeted marketing 4. Successful stock mar-
planning ket debut

- Preparation of equity - Sharpening equity - Preparation of IR ac- — Determination of is-
story with business story tivities sue price and share
plan - Preparation of timeta- - Pilot fishing allotment

- Initial meeting with ble - Intention to float - IPO ceremony with
Deutsche Bérse - Preparation of issuing - Publication of pro- first price determina-

- Selection of IPO advi- concept spectus tion
sor - Creation of legal con- - Provision of research - Continuous trading

- Selection of under- ditions - Application for ad- on the stock ex-
writing bank (beauty - Performance of due mission of securities change
contest) diligence - Pre-marketing

- Selection of legal ad- - Preparation of securi- - Determination of
visor ties prospectus price range

- Involvement of audi- - Subscription period
tor and roadshow

- Implementation of IR
function (selection of
agency)

'7- 8 Pre-IPO 1- 2 Months Pre-IPO

Source: Deutsche Borse AG

5.1. Preparation

Preparation is key. A mature business plan and appropriate management are essential for an efficient IPO
process. The early involvement of an experienced IPO advisor can be critical to meeting the requirements for
a successful process before the costs of specific work-intensive tasks start (e.g. preparation of the
prospectus). The first step is to assess IPO readiness, on the one hand regarding the development stage of
the company, and on the other hand from the investors’ point of view.

5See Deutsche Borse AG, https://www.deutsche-boerse.com/dbg-en/about-us/contact/glossary
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Figure 10: Checklist for IPO readiness (own compilation) Figure 11: Checklist for IPO from investors’ perspective
(own compilation)

Criterion Status Criterion Status
Key points of equity story are clearly stated v Attractive industry with growth potential v
Essential parameters of issuing concept have v nnovative products, unique selling v
been adopted propositions

P&L/balance sheet/cash flow planning are v Successful track record v

available for at least 3 years

Business plan is plausible v Sufficient company size v
Reasons for the IPO are convincing v Good corporate governance v
Accounting/controlling is satisfying to v Issue volume enabling liquid trading v

investors’ information requirements

Follow-up obligations of being public are v Convincing justification for IPO v
known and accepted by management and
shareholders

Corporate structure is suitable for the capital v (Inter)national accounting v
market
Efficient controlling and planning system v
Attractive environment for new issues v

5.2 The beauty contest

Another important step is the beauty contest, serving to select suitable partners for an IPO. Banks, lawyers
and auditors are invited to present their expertise, marketing strategy and team, and in the case of banks,
their assessment of the issuer’s valuation. The experience of the advisors, including the analysts, in relation
to the issuer’s industry and technology is crucial to the choice of partners. The research reports prepared by
the analysts of the chosen banks are important documents for the investors’ decision-making. Since the IPO
requires intense collaboration over a period of several months, getting along on a personal level is also
critical, alongside the technical expertise of those involved. If the chemistry is right, there is a good chance
that the process will run smoothly.

5.3. The issuing concept

The issuing concept is compiled in collaboration with the IPO advisor (if applicable) and the selected banks.
The questions of the amount of the envisaged issue proceeds, their application, the reallocation, or the
scope of the capital increase as well as other aspects must be answered from the perspective of
attractiveness to investors. In particular, the appropriation of the issue volume plays an important role in the
assessment by investors, as it is their expectation that the invested funds will be employed sensibly - for
growth and, if necessary, to increase profitability. The issuing concept must therefore answer these
questions convincingly.
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Figure 12: Elements of the issuing concept

Stock exchange segment Syndicate

Use of IPO proceeds Placement strategy
Share origin Issuing Concept Dividend policy
Free float Share class
Share capital Employee participation

Source: Deutsche Bérse AG

The location and segment of the exchange listing must suit the company, with the degree of the company’s
internationalisation and the size of the issue playing an important role. When selecting the stock exchange
segment, admission and follow-up obligations are often also key selection criteria.

Depending on the company, the question of how many shares come from a capital increase or via
reallocation from existing shareholders is also important. Especially in the case of small and medium-sized
companies (SMEs), the rule is: the capital increase share should be large as possible, and the share from
reallocation as small as possible. Especially for younger growth companies, investors expect the existing
shareholders, who are in many cases founders active in the company’s management, to remain invested in
the company. This signal enhances investors’ confidence in the faith of the management in its own growth
targets. On the other hand, it is generally accepted that the existing shareholders receive the proceeds from
the over-allotment option, or green-shoe, which allows the underwriters to issue and sell more shares at the
IPO than originally planned. The additional volume usually ranges between 10 and 15 percent of the issue
volume.

The placement strategy is another important aspect of the issuing concept, as different types investors
should be addressed depending on the type of issuer. Investors vary by geographical focus, specific
concentration (broad or narrow diversification), investment style, private and institutional, different
investment time horizons and types; they also differ depending on company size or their focus on a specific
company size (small, mid or large caps).

Figure 13: Investor segmentation
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Geograhic focus | Concentration

Local vs. regional J Broad diversifica-
vs. international tion vs. concen-
tration

Source: Deutsche Bérse AG

Investment style | Type

Growth, value, Private vs. insti-
hedge funds, tutional investor
ESG, etc.

Company size

Small caps (€150m - €1,500m)
Mid caps (€1,500m- €4,000 m)
Large caps (>€4,000m)

Investment hori-
zZon

Long-term vs.

short-term

Type of invest-
ment

Active or passive

Due to these differences, it is important to base the selection of accompanying banks on the relevance of the
respective investor network for the IPO candidate and to select banks which provide the best possible

access for these particular investors
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Figure 14: Investor base

Major investors Direct access to CEOQ, face-to-
Anchor shareholders “Preserve face meetings with CEO once a
and maintain investments” year

Institutional large inves- Direct access to CFO, personal
tors Top 40 meetings with CFO once a year
Market makers “Target the

global elite”

Smaller institutional inves- Direct access to head of IR, ac-
tors Top 300 cess to CFO at conferences
Hidden potential “Absorb as

much as possible”

Direct mailings, financial PR, an-
nual general meeting, events for
retail investors by IR managers

Retail investors
Anonymous masses “Target >5.000
high-net-worth individuals”

Source: Deutsche Bérse AG

54. Due diligence, prospectus, analyst presentation

Once suitable partners have been identified, it is time for three extremely time-consuming and labour-
intensive tasks: due diligence, the compilation of the prospectus and the analyst presentation. As these
responsibilities are time-consuming and demand management attention, capacities need to be planned at
an early stage. In doing so, the company’s operative business should not be neglected in favour of IPO
preparation and the workload it entails. In fact, it would be counterproductive if business development were
negatively affected in the six to ten months of the IPO process. If necessary, reinforcement of the operative
management is advisable in good time prior to the IPO.

Due diligence concerns all areas of the company: its business model, market environment, strategy,
finances, legal, and, if applicable, technology. Since the company’s documentation is subject to intense
scrutiny, it is important and helpful to make all relevant documents available in a virtual data room at an early
stage, enabling auditors to access them at any time and from any place, saving time and money that would
otherwise be spent on travel and accommodation. The quality of the prepared documents is also important,
as poor data quality costs time, can chip away at trust, and may affect the equity story. Down the ling, it can
even lead to a poorer rating.
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The prospectus is the most important information document of an IPO. It provides a comprehensive
presentation of the company and creates transparency for investors. In addition to the equity story, the
prospectus also deals with a wide range of risks, which is why the first pages of IPO prospectuses tend to
read like fact sheets with danger warnings. The comprehensive disclosure of risks is legally required, but
also provided for liability reasons. Professional analysts and investors, however, are trained to classify the
prospectus information and risks when making their investment decisions. The prospectus is therefore
extremely important; claims may arise from prospectus liability against those responsible in the event of
incorrect or missing information. It is crucial for the management as well as a specialised legal advisor to be
involved in the preparation of the IPO prospectus.

The information provided to analysts by the executive board about the company’s business model and
strategy is based on the analyst presentation. It reflects the equity story, defines the positioning of the
company on the capital market and contains detailed information on its financial development. The
participating syndicate analysts base their reports on the analyst presentation and the discussions with the
executive board. The reports explicitly contain an assessment of the company’s value as well as a forecast
regarding the financial development of the company. The analyst presentation is also the basic document for
the investor presentation, used in the further process for talks with institutional investors.

5.5. Early-look meetings and piot fishing

In the initial stages, so-called “early-look meetings” are held with selected investors. Information about the
company and possible details about further financing via the capital market are provided in these meetings.
The feedback is important for the structuring of the process that lies ahead while also establishing first
contacts with investors. Early-look meetings may take place up to twelve months before the planned IPO.

Pilot fishing is much more hands-on and closer in time to the actual IPO. In this step, the banks confidentially
present the possibility of an investment in the company to a small circle of selected important investors in
the pre-marketing phase. The investors’ feedback provides an assessment of the potential success and an
initial price indication. Depending on this assessment and, possibly, the changing market conditions, the
story can be sharpened and adjusted. In any case, the early feedback affords both the banks and the issuer
more clarity regarding their previous assessment of the planned IPO’s prospects of success. Pilot fishing
takes two to four days and is usually conducted before the analyst presentation, allowing the input from the
discussions to be incorporated into the presentation for the analysts of the syndicate banks. The selection of
investors must consider all types of potential investors. As arule, 10 to 15 investors are approached in this
phase.

5.6. Intention to float

The actual marketing and implementation phase begins with the publication of an official press release by
the company, informing the public of its intention to float, i.e. to go public. This stage kicks off a phase of
parallel marketing. The banks promote the company to investors through their research analysts and sales
teams via so-called “pre-deal investor education”, which takes place between the intention to float and the
publication of the prospectus. The IR agency uses various communication channels to draw public attention
to the IPO.
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5.7. IPO communication

Communication is of paramount importance in an IPO. The moment the company is positioned as an IPO
candidate in the financial community upon publication of the intention to float, it receives enormous
attention. The company’s communication from this point onwards can significantly impact the success of the
IPO as well as the company’s valuation. Any information released by the company must henceforth be
subordinate to the requirements of the IPO. Announcements regarding products or employees can affect
investors’ perception of the company.

To align communication measures with the IPO, hiring an agency specialised in IPO communications and
investor relations is recommended to manage the company’s PR and, in case of doubt, be the sole media
contact during the IPO process. By thus ensuring that only coordinated information is released, especially in
the hot phase of the IPO process, the agency can lighten the burden of the management.

IPO communication usually starts about six to eight weeks prior to the IPO. Its goal is to generate as much
positive press as possible on the company as an attractive IPO candidate, focusing on the equity story and
management. An arc of suspense is created dramaturgically to ensure the highest level of attention at the
time of listing. Increasingly detailed information on the company and the IPO (e.g. timing, price range,
number of shares to be issued) are announced during the process.

Figure 15: Dramaturgy for optimal coverage
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Source: Deutsche Bérse AG
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The weeks of IPO communication are an opportunity for the company to build a lasting network of journalists
for a regular exchange of information as a listed company.

Various means of communication and channels are available for IPO communication. Media relations play a
pivotal role, as positive coverage creates a high level of attention. That is especially important if the issuer
wants to attract private investors. Institutional investors also pay close attention to media coverage. An
intense and positive media response supports the direct approach on the part of the banks in the context of
marketing. The high liquidity (tradability) of a share is an important factor in investment decisions.

Figure 16: Means of IPO communications
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Source: Deutsche Bérse AG

5.8. Placement of securities through banks and Deutsche Borse DirectPlace

In the traditional issue of new securities on the capital market, the issuer commissions a bank or a
consortium of banks to place the securities, predominantly with institutional investors. These include, for
example, credit institutions, insurance companies and investment funds. With Deutsche Bérse’s special
subscription functionality DirectPlace, companies can expand this group of investors and specifically
include private investors, family offices and asset managers. Investors can already place buy orders with
their custodian bank during the subscription phase. The order is automatically forwarded to a central order
book, which the issuer can view anytime with the accompanying bank. The issuer decides which orders are
allocated. This expands the investor base and improves the security’s liquidity. DirectPlace can be used by
listed and unlisted companies. The functionality is available for public offerings of shares from capital
increases as well as bonds, certificates and funds.
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In addition, Deutsche Bérse offers information services during the subscription phase, drawing the full
attention of the financial industry for the new issue. It is displayed on Borse Frankfurt, Deutsche Borse’s
private investor website, with an explanatory video providing information on the technical procedure of the
subscription. The newsletters of Bérse Frankfurt and Capital Markets are also available as communication
channels to investors. In addition, the Bérse Frankfurt investor hotline is available to answer any technical
questions throughout the subscription period.

5.9. Listing event

For many issuers, the listing is an unforgettable highlight in the company’s history. The first price
determination of the share at the Frankfurt Stock Exchange is broadcast publicly via an online visualisation
tool and livestreams. The IPO Ceremony can be celebrated as an individually designed event and the live
broadcast from the trading floor allows all employees to experience this special moment in the company’s
history in real time. The presence of national and international media on the trading floor further increases
the company’s visibility and reach, garnering broad international attention on the day of the IPO.®

5.10. Being public

A listing marks the beginning of a previously unknown task for the company: investor relations. Informing
shareholders and future investors openly and comprehensively about the developments in and around the
company, IR create trust in the management. After all, investors expect their investments in a company to be
employed for the sustainable enhancement of value. The most important prerequisite to achieve this goal is
trust in the management.

Principles such as credibility, materiality and timeliness must be observed. After all, investors want to receive
the information they need for their investment decision as quickly and efficiently as possible.

IR include mandatory measures such as reporting or ad hoc publicity as well as voluntary activities, e.g.,
participation in investor conferences. The chart below illustrates the necessity of comprehensive IR
management for a public company. The CEO and CFO are heavily involved, for example through investor and
analyst meetings and conferences.

° Also see Deutsche Borse AG, URL: www.cashmarket.deutsche-boerse.com A Get Listed /IPO-Bell-Ringing-Ceremony
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Figure 17: Typical IR programme
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Source: Deutsche Bérse AG

6 The costs of going public

The costs of an IPO depend on the choice of listing venue and segment, as well as the intended transaction
structure. Please see chapters 7 and 8 for more details. The total costs are mainly caused by the following:

- Consultants (e.g., IPO advisers, accompanying banks, auditors and legal advisors)

- Admission to/inclusion in exchange trading

- Investor relations and communication measures

- Service providers and other costs

- Possible conversion of accounting to international standards or change of legal form

The expenses for an IPO can also be classified as direct or indirect costs, as well as one-off and follow-up
costs.
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Figure 18: Overview IPO costs
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Source: Oxera Consulting LLP, in: Primary and secondary equity markets in the EU, November 2020, p. 62, URL: https:/www.oxera.com/wp-uploads/2020/11/Oxera-
study-Primary-and-Secondary-Markets-in-the-EU-Final-Report-EN-1.pdf, as of 24 February 2022

6.1. Direct costs

The direct costs mainly concern fees and remunerations paid to the company’s partners involved in the IPO.
Depending on the issue volume, these costs usually range between 3 and 15 percent of the gross proceeds
from the IPO. Those responsible should bear in mind that they can largely be performance-based and are
only incurred in the event of a successful IPO. This does not, however, apply to fees charged by the market
supervisory authorities, e.g. for review and approval of the application for admission and the prospectus.

In addition to one-off direct costs, there are ongoing direct costs, which usually include the ongoing fees to
be paid to the listing venue(s), the advisory firm(s) or sponsor and the auditor(s). For most large companies,
ongoing fees should not be a major burden. In addition to fees, issuers seeking a listing incur various indirect
(non-monetary) costs associated with a listing.

6.2. Indirect costs

Especially in the preparation phase of an IPO, opportunity costs may arise on the part of the employees tied
up in the projects of the IPO process, keeping them from their regular tasks and responsibilities. Further one-
off indirect costs are caused by, amongst others:

- The possible IPO undervaluation of the company in the context of the IPO, e.g. during a poor market

phase
- The costs associated with the disclosure of proprietary information through the prospectus
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- Thetime invested by the management as well as the regulatory burden when going public

The ongoing indirect costs of a listing are pivotal. They must be considered from the earliest stages of
making the decision to go public. Broadly speaking, these ongoing costs are caused by:

The administrative burden associated with regular reporting and disclosure, which have generally
increased in scope and frequency;

- Control issues
0 Inthe event that economic rights and voting rights are proportionate, companies cannot
conduct an IPO without relinquishing some degree of control.

- Agency costs associated with public company status (costs in terms of time, capital and material)
0 These arise when a task is carried out by a representative (agent) rather than the original
principal, resulting in discrepancies between the principal’s wishes and the agent’s
behaviour due to self-interest.

- Costs for ongoing investor relations and the fulfilment of disclosure requirements
- Legal risks arising from potential securities class action lawsuits

0 Particularly in the US, these are among the most significant legal challenges for IPO
candidates. Class actions can be both costly and reputationally damaging to the issuer.
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Side note: The increasing relevance of ESG for IPOs

The European Union is committed to making Europe the world’s most sustainable economic region. The
“Green Deal” serves this goal, stating the intention of the 27 EU member states to achieve climate neutrality
by 2050. One instrument to support this transformation process is Sustainable Finance, which requires
investors to consider environmental, social and governance (ESG) aspects when making investment
decisions. These measures are intended to direct the flow of funds within the EU towards sustainable
companies and projects.

The Sustainable Finance Initiative therefore already has an impact on companies going public. Due to the
disclosure requirements regarding the extent to which investment ESG criteria are fulfilled, investors
demand comprehensive information on the companies’ sustainability. The fulfilment of these disclosure
requirements, such as the submission of a non-financial statement, meets this information need. BlackRock,
as one of the largest private investors, already declared sustainability to be the new investment standard in
2020 (BlackRock Client Letter 2020). An increasing number of investors are following this example.

Figure 19: ESG criteria, based on the UN Sustainable Development Goals
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Source: Deutsche Bérse AG
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Companies are therefore well advised to develop an ESG strategy early on, to fulfil the specified ESG criteria
before addressing investors in the context of an IPO.

With the fulfilment of ESG criteria alongside professional reporting and management of the data, companies
meet the following important capital market requirements:

Capital attraction

- Investors increasingly demand companies’ commitment to a higher degree of transparency on ESG-
related data and risks.

- High levels of disclosure and reporting enable investors and capital markets to include ESG-related data
and risks into their investment decisions and thus better align them with sustainable practices for a
positive effect.

Regulatory compliance

- National and international regulators are increasingly issuing mandatory reporting guidelines on
disclosure requirements for data on companies’ ESG activities (e.g. the EU NFRD and CSRD directives).

- Although the current scope of this legislation only applies to large companies, it is likely to expand, and
companies should act now to be well-prepared.

Corporate sustainability performance

- The improvement of ESG performance and publication of the required reports substantiate a company’s
risk mitigation and delivery of long-term financial returns.

- Byimplementing an ESG reporting concept within their organization, companies achieve a better
understanding of their individual risks and opportunities.

Corporate reputation

- ESG reporting is an important component of sustainability performance and sustainability impact
communications, thus fostering the trust placed in companies.

- Disclosure and effective management are powerful signals to the outside world of a company’s
commitment to sustainable business practices.

With the Deutsche Bérse ESG Visibility Hub, Deutsche Bérse proactively supports issuers on their journey,
acting as a driver in the transformation to a sustainable economy.

Picking up on the capital market megatrend, Deutsche Borse offers issuers the opportunity to market their
ESG efforts in a transparent and focused way via the ESG Visibility Hub. Companies that have already
established their sustainability reporting can thereby extend their investor reach and provide all
stakeholders a basis for decision-making.
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7 The Frankfurt trading venue

Frankfurter Wertpapierbdrse (FWB®, the Frankfurt Stock Exchange), as a synonym for the listing venue
Frankfurt and its marketplaces, is the most important trading centre in Germany and one of the world’s larg-
est trading venues for securities. Deutsche Bérse AG operates the Frankfurt Stock Exchange, an entity under
public law. In this capacity, it ensures the functioning of exchange trading. In 1990, administration and opera-
tion of the Frankfurt Stock Exchange were transferred from the Frankfurt Chamber of Commerce and Indus-
try to the newly founded Frankfurter Wertpapierbdrse AG, which became Deutsche Bérse AG shortly after-
wards. The Frankfurt Stock Exchange thus formed the nucleus of today’s Deutsche Borse Group. As one of
the world’s largest exchange operators, Deutsche Borse’s offering at the Frankfurt trading venue covers the
entire service chain for trading in shares, derivatives and other financial instruments. In addition to the su-
pervised execution of trading orders, services also include the clearing, settlement and custody of securities.

The Frankfurt Stock Exchange is an international trading centre. This is also reflected in the structure of its
participants. Of the approximately 200 market participants, roughly half are from countries other than Ger-
many. ’

At Germany’s largest stock exchange, 1.5 million securities from German and international providers are
traded on its two trading platforms: Xetra® and Specialist trading at Deutsche Bérse Frankfurt.

71. Xetra

Xetra is Deutsche Boérse’s fully electronic trading venue. 90 percent of overall share trading in Germany takes
place on the Xetra trading venue, where supply and demand are automatically matched.

Xetra is therefore the ideal trading venue for highly liquid (i.e. frequently traded) securities, such as the 40

-enfour-
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