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Checklist

Authorization to issue a Convertible Bond (CV)

	Step
	Question
	Hints

	1
	Will the CV be used for an employee stock option programme ?

(   )
Yes

(   )
No.


	If yes, please use „checklist SOP“. If no, please continue with step 2.

	2
	Total amount of the CV ?

€ _________________________


	

	3
	How long the authorization will be valid ?

Until expiry of _______________


	

	4
	The CVs are

(   )
quoted to the bearer;

(   )
registered.

(   )
transferable as shares in the Company.
	

	5
	Does the CV bear interest ?

(   )
Yes, ______ % per year.

(   )
No.
	If the CV bears interest, income tax from capital income and solidarity supplement shall be deducted from the interest to be paid and a receipt on deducted tax shall be issued, provided that the payee did not produce a certificate of exemption.

	6
	Do you want to offer the subscription to the CV only to certain persons ?

(   )
Yes.

(   )
No.

If no, please continue with step 10.
	In principal all shareholders are entitled to subscribe to the CV in proportion to their interest in the Company (Subscription Right).

	7
	Which subscribers are entitled to subscription (name/corporate name, address) ?

____________________________

____________________________


	

	8
	Can you be really sure that all shareholders will waive their Subscription Right ?

(   )
Yes

(   )
No.

If yes, please continue with step 10.
	An obligation to waive the Subscription Right may be part of a Shareholders’ Agreement.

	9
	Which good cause in the interest of the Company may be asserted to exclude individual or all shareholders from subscription to the CV ?

___________________________

___________________________


	E.g. strategic partnership.

	10
	Within what term the Subscription Right to the CV may be exercised ?

Within _________ days upon the resolution of the shareholders’ meeting.

Within ___________ days after the subscription offer.


	Legal provision: in case of a Subscription Right of the shareholders at least 14 days upon publication of the subscription offer in the Federal Gazette.

	11
	From what time on or within what time period the CV may be converted into shares in the Company ?

Commencement: 
_____________

End: 


_____________

(   )
Upon signing an agreement on a new financing round.

(   )
Upon IPO (after expiry of the minimum lock-up period).

(   )
Upon trade sale (sale of essential parts of the business or essential blocks of shares).

(   )
Upon calling of the guarantee given by the holder of the CV for liabilities of the Company (maximum amount of  € _____________).


	It depends on the purpose of the CV. Is the CV issued for a bridge financing until the next financing round or is it a collateral for the guarantee of the subscriber for a loan granted to the Company ?

	12
	What is the issue price for a new share ?

(   )
Nominal amount of the individual CV.

(   )
Nominal amount of the individual CV plus a premium in the amount of  € ________ per new share.

(   )
Share price of the next financing round.

(   )
Share price of the next financing round minus a discount of _______ %.

(   )
Exchange rate minus a discount of  ________ %.

(   )
Value of the share based on an assessment of the value of the Company at the time of issuance of the CV.

(   )
Minimum price of € ________ per new share.


	If you chose several prices, the higher one will be decisive.



	13
	Which assessments are decisive if the issue price of the new shares is adjusted to capital measures taken in the meantime ?

(   )
Share value according to DVFA.

(   )
Average exchange rate in XETRA.

(   )
Share price of the last round or of the last trade sale in shares.


	Mostly and assessment based on the market value of the Company is not appropriate because this value can often only be established for one of the two times which are to be compared. 

	14
	Which is the scale for the adjustment of the issue price of the new shares due to the different share values established according to the preceding step ?

(   )
Simple rule of three: change of the share value is in direct proportion to the change of the issue price (if so, please continue with step 16).
(   )
Complex rule of three: effect of the change of the share value on the value of the option being part of the CV is in direct proportion to the change of the issue price (if so, please continue with step 15).

	Applying the simple rule of three the adjustment is easier to calculate. However it is not taken into account that the change of the option value triggered by the change of the share value is decisive which might differ from the latter because of the other applicable parameters. 

	15
	Establishment of the parameters for the valuation of the options being part of the CV according to Black-Scholes:

(1)
Actual share value: € _________

(2)
Volatility of shares: __________

(3)
risk-less interest rate: _________% per year.


	The option value according to Black-Scholes results of a function of the parameters of share value at option granting, vesting period, risk-less interest rate (= interest rate on treasury bonds with best possible rating and a duration corresponding to the vesting period) and volatility of the share (= determined or – even better – expected upon research analysis standard deviation of the individual share values for a defined period. In case of lack of such values the volatility may be assumed with the value of 1.00.

	16
	How the conversion rights of the subscribers of the CVs will be serviced ?

(   )
Own shares of the Company.

(   )
authorized capital.

(   )
contingent capital

.
	Limits of authorized or contingent capital: 50 % of the share capital existent at registration or passing the resolution. 
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