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We expect that the significant uncertainty as regards listed companies’ future capital resources and
commercial viability as a consequence of the COVID-19 pandemic and the resulting volatility in Danish
and international capital markets may give rise to a number of capital market transactions.

This is relevant to both the listed companies and the investors - both current and future investors seek-

ing opportunities.
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2 TRENDS

With a few exceptions, Danish listed companies
have so far generally been in a situation where
they have either had the required capital re-
sources or been able to increase their resources
by means of additional loan facilities. Few com-
panies have up to now carried out equity capi-
tal transactions.

In this Plesner Insight we outline our expecta-
tions as to how we believe various capital mar-
ket transactions will be relevant in 2020, and
the trends driving them:

* Anincreased focus from the board of
director on, quickly and efficiently, having
capabilities and access to be able to raise
equity capital through transactions with
support from existing shareholders or new
investors, including the importance for
listed companies and their managements
to be close to their stakeholders, and in
particular major shareholders, in order
to be able to navigate through needs
requirements to raise equity capital and
potentially facing opportunistic takeover
bids.

e Anincreasing number of secondary issues
aimed at strengthening current listed
companies’ capital resources and liquidity
and, when allowed by the companies’
structure, with a preference for flexible
and quick issues in the form of ABB or PIPE
transactions.

e Rightsissues for companies seeking sup-
port from existing shareholders or financ
ing opportunistic and strategic MQA.

* Apossibility of European Member States
being able to participate in future capital-
isations.

e Possibilities for investors to acquire signifi-
cant ownership interests in listed compa-
nies at a “minor discount” in connection
with capital injections.

»  Possibilities for opportunistic takeovers of
listed companies with increased focus on
screening of hostile investors/purchasers
in critical sectors (FDI requlations).

3 CAPITAL RAISING

The injection of equity or loan capital in the
capital market can take place by means of (i)
rights issues, i.e. an offering of new shares at
a favourable price to existing shareholders,
(ii) an accelerated offering of new shares to a

limited number of investors (also known as an
accelerated bookbuilding or ABB), (iii) a sale
of new shares to one or several pre-identified
investors (also known as private investment in
public equity or PIPE), or (iv) loan financing, for
example in the capital market by means of an
issue of corporate bonds in an existing or new
programme.

ABB and PIPE transactions are characterised by
streamlined documentation requirements (no
prospectus) and by being less time-consuming
and capable of speedy execution as done for
example by Pandora and Zealand Pharma re-
cently.

We believe that the acute and hopefully tran-
sient need for capital injections could trigger a
trend towards more flexible transaction types
such as ABB and PIPE transactions.

In connection with these transactions, com-
panies will be able to raise capital on an ac
celerated time plan when there is a window of
opportunity in otherwise volatile markets. In
addition, companies and their advisers is ex-
pected to have a preference for being able to
complete the transaction quickly and avoid a
longer period of open price formation.

Companies anticipating a need for capital injec-
tions can rightly consider starting preparations
for capital raisings and commence analyses of
the preferred transaction type, retain advisers
and start preparing the necessary documen-
tation in order for the company to be able to
exploit a window of opportunity. At the same
time, the company should consider timing in
terms of getting closer to its stakeholders, see
below.

4 STAKEHOLDER
MANAGEMENT

The COVID-19 pandemic may result in an in-
creased need for interaction between the com-
pany, its management and its present and po-
tential future shareholders. In connection with
capital raisings investors and lenders must be
expected to put forward more stringent de-
mands on how to address the specific compa-
ny’s exposure to and handling of the COVID-19
pandemic in order to provide the company’s
stakeholders with a thorough understanding of
the company’s situation, handling, possibilities
and risks related to COVID-19.
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Plesner Insight (in
Danish) on compa-
nies’ disclosure obli-
gations and the need
for communication to
the market preparing
the company for cap-
ital market transac
tions.
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Plesner Insight on Co-
rona virus - extended
deadline for annual
general meetings and
annual reports
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Plesner Insight (in
Danish) on Corona-
virus - corporate law
consequences
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Plesner Insight (in
Danish) on Corona
virus - update on cor-
porate law

5 CLEAR
COMMUNICATION

See our Plesner Insight on companies’ disclo-
sure obligations and the need for communica-
tion to the market preparing the company for
capital market transactions.

We strongly believe that good disclosure prac
tice prompts companies to carefully consider
their disclosure for transaction preparedness.

6 CORPORATE
AUTHORIZATIONS AND

CAPITAL RESOURCES

In the light of the rapid development (the de-
velopment of the COVID-19 pandemic itself,
the extent of the financial consequences, reg-
ulatory measures, etc.) created by the current
COVID-19 reality, more companies will need
quick and efficient access to raise capital and
should therefore continuously evaluate and, if
necessary, adapt their capital resources to the
current situation.

In listed companies where ownership is diversi-
fied, the ability to procure capital to the com-
pany quickly, efficiently and/or to the proper
extent can be crucial.

The necessary corporate authorisations must
be available to the board of directors to avoid
a general meeting. In addition, the carrying out
of such general meeting may give rise to ad-
ditional difficulties due to the COVID-19 pan-
demic. See also Plesner Insight - Corona virus -
extended deadline for annual general meetings
and annual reports, Coronavirus - corporate
law consequences and Corona virus - update on
corporate law.

Companies Authorizations; Many listed compa-
nies have an authorisation to increase the share
capital of up to 10% of the share capital without
pre-emptive rights for existing shareholders
and an authorisation that often exceeds 10% of
the share capital with pre-emptive right for ex-
isting shareholders (up to 50%). This is the basis
for the board of directors’ range of options un-
der existing authorisations.

Accordingly, if the company needs capital in
excess of 10% of the share capital, the result-
ing consequence is in practice a rights issue. A
rights issue may be the right course of action,
also for the sake of existing shareholders, but

it differs, for instance, from ABB and PIPE offer-
ings of up to 10% of the share capital without
pre-emptive rights for existing shareholders by
the preparation time being significantly longer
as the rights issue requires a prospectus to be
carried out and, due to the requirement for a
subscription period, will result in an “open” of-
fering for a longer period, with an risk of signif-
icant share price fluctuations.

As a consequence, the crucial factor for listed
companies is the extent of the respective au-
thorisations. No statutory company law restric-
tions apply as to the size of an authorisation for
the board of directors in listed companies to
carry out capital increases.

ISS, etc. Guidelines; The extent of the authorisa-
tion and considerations as to an expansion of
such authorisation should in particular be seen
in the light of the general guidelines issued by
international proxy advisers (in particular ISS
and Glass Lewis). According to such guidance, it
is recommended that authorisations to Danish
listed companies constitute, at most, 10% (ISS)
and 20% (Glass Lewis) respectively of the share
capital for authorisation without pre-emptive
rights for existing shareholders, and 50% (ISS)
and 100% (Glass Lewis) respectively of the
share capital for authorisations with pre-emp-
tive rights for existing shareholders. The rec
ommendations may be deviated from based on
a case-by-case principle.

In the light of the COVID-19 pandemic and the
ensuing focus on the possibility of increasing
authorisations for the completion of capital
increases, ISS has published an addendum to
their existing recommendations.

ISS maintains their existing guidance. However,
it is emphasised that in the light of the COV-
ID-19 pandemic there will be increased focus
on specific voting recommendations being
subject to the case-by-case principle, and that
the COVID-19 pandemic clearly constitutes ex-
traordinary circumstances which, based on an
overall assessment, may justify exceeding the
general maximum amounts.

Our advice is that the boards and management
in listed companies should assess, to a higher
extent than normally whether the company is
transaction ready, including whether it has
the necessary corporate authorizations to best
possible address the potential need for capital
and liquidity.
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7 INVESTORS AND
SHAREHOLDERS -
POSSIBILITIES IN THE MARKET

ABB and PIPE transactions

The expected number of increased ABB and
PIPE transactions may provide interesting
possibilities existing shareholders, for P/E in-
vestors, pension providers, public value funds
and “family and closely held offices” to acquire
significant shareholdings in listed companies at
an attractive price and size which would not be
possible in normal circumstances, for instance
due to limited illiquidity.

As these transaction types are characterised
by speedy completion, it is crucial that poten-
tial investors have prepared themselves to be
able to complete due diligence, draw funds and
complete the transaction in a speedy manner.

In the long term, and when there is no longer
an acute cash need, it is our expectation that
more listed companies with such needs will uti-
lise the capital markets for post COVID-19 re-
capitalisation, also of an opportunistic nature.

Takeover bids

Generally, the number of (hostile or unsolicit-
ed) opportunistic takeovers and delisting of
listed companies has increased in connection
with significant drops in share prices and in-
creased short-term volatility.

As a consequence of the expected continued
significant fluctuations and volatility in Danish
and international capital markets due to the
COVID-19 pandemic, companies whose share
prices may have declined significantly shall
of course continuously monitor if they are or
could be subject of potential subjects of takeo-
ver attempts or activists approaches. Both may
be absolutely right for companies and existing
shareholders, but some may also be too oppor-
tunistic in the long term analysis.

For that reason, the COVID-19 pandemic may
bring about a number of takeover bids with a
view to takeover and delisting of listed compa-
nies.

There is no tradition for extensive defensive
measures in Denmark, and many are protected
by the current ownership structure, but listed
companies should take steps to protect them-

selves against such takeover bids or activism
which is opportunistic and more short term.
Companies’ preparations may consist of updat-
ing their “defence manual”, retaining advisers,
intensifying monitoring of developments in
the company’s shareholder base, procuring an
updated valuation etc., but the most impor-
tant thing is for the companies to stay close to
stakeholders and ensure that the market disclo-
sure is precise and open communication.

8 OTHER TRENDS

On a European level, increased focus has during
recent years been on screening foreign hos-
tile investments/acquisitions and in particu-
lar in connection with the adoption of the FDI
Regulation which is to prevent foreign invest-
ments and takeovers of companies (primarily
in sectors such as health, medical research,
biotechnology and infrastructure) which may
constitute a threat to national security or pub-
lic order.

Most recently, the European Commission has
pointed out the risk of foreign state-support-
ed investors acquiring European companies
which are currently impaired by the COVID-19
pandemic and therefore can be acquired at
a reduced price. As the FDI Regulation is not
yet applicable, the European Commission rec
ommends that Members States which already
have screening arrangements use such ar-
rangements, and that Member States which do
not yet have screening arrangements (like Den-
mark, which only uses sector-specific screen-
ing) adopt such arrangements. Screening does
not prevent foreign investments/acquisitions
but will mean that investors should focus on
screenings rules to an even higher degree when
assessing potential investments/acquisitions.

Lastly, the European Commission is currently
undertaking work to provide for a framework
for European Member States to be able to par-
ticipate in future capitalisations of private (list-
ed) companies.
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