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Summary: One of the ways of financing
enterprises in Poland may be obtaining
proceeds from the issue of shares on the
Warsaw Stock Exchange, in particular,
through the initial public offering (IPO).
The attractiveness of this type of financing
is determined by many factors, of which
legal regulations are important. The pur-
pose of this article is to analyse and as-
sess the impact of the most important
regulatory changes on the attractiveness
of initial public offerings on the WSE. In
the first place, the new rules in the area of
public offerings, which have a direct im-
pact on the perception of IPOs as a form
of corporate financing, are examined. In

the second, the legal changes concerning
the functioning on the stock exchange
market, which also indirectly affect the
companies’ decisions to enter the stock
exchange, are investigated. Finally, the
significance of legal changes for the IPO
market in Poland is presented. The new
regulations on public offerings do not re-
strict access to the stock exchange mar-
ket, while changes in the sphere of a com-
pany’s functioning on the stock exchange
may be perceived by issuers as a signifi-
cant nuisance, discouraging companies
from making a decision to list their shares
on the Warsaw Stock Exchange.
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Zmiany regulacyjne a rynek pierwszych ofert publicznych (IPO) w Polsce

Streszczenie: Jednym ze sposobdw finan-
sowania przedsigbiorstw w Polsce moze
by¢ pozyskanie $rodkéw z emisji akcji na
Gieldzie Papieréw Warto$ciowych w War-
szawie, w szczeg6lnosci w ramach pierw-
sz¢j oferty publicznej (IPO). O atrakceyj-
nosci tego rodzaju finansowania decyduje
wiele czynnikdéw, sposrdd ktdrych istotne
znaczenie maja regulacje prawne. Celem
niniejszego artykutu jest analiza i oce-
na wplywu najwazniejszych zmian re-
gulacyjnych na atrakcyjno$¢ pierwszych
ofert publicznych na GPW. W pierwszej
kolejnosci przeanalizowano nowe prze-
pisy w obszarze ofert publicznych, ktére
maja bezposredni wptyw na postrzeganie

IPO, jako formy finansowania przedsic-
biorstwa. W drugiej za$ zbadano zmiany
prawne dotyczace funkcjonowania na ryn-
ku gieldowym, ktére posrednio réwniez
maja wplyw na podejmowanie przez spéot-
ki decyzji o wejsciu na gietdg. Na koncu
przedstawiono znaczenie zmian prawnych
dla rynku IPO w Polsce. Nowe regulacje
dotyczace ofert publicznych nie ograni-
czaja dostgpu do rynku gieldowego, nato-
miast zmiany w obszarze funkcjonowania
spotki na gieldzie moga by¢ postrzegane
przez emitentéw jako istotna ucigzliwos¢,
zniechecajaca spétki do podjecia decyzji o
wprowadzeniu ich akgcji na Gielde Papie-
réw Warto$ciowych w Warszawie.

Stowa kluczowe: IPO, rynek kapitatowy, giefdowe regulacje prawne, regulacje prawne IPO
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The last four years on the capital
market in Poland - starting from the
entry into force of the Market Abuse
Regulation (MAR Regulation) — have
been a period of intensive adaptation
of our legislation to EU regulations.
This resulted in significant changes,
whose one of the main objectives is to
protect investors. The question arises,
however, as to whether the new regu-
lations do not discourage potential
issuers from debuting on the Warsaw
Stock Exchange? The purpose of this
article is to analyse and assess the im-
pact of the most important regulatory
changes that have taken place recently
on the attractiveness of the initial pub-
lic offerings on the WSE.

The decision to enter the stock mar-
ket, thus to become a public company, is
one of the key decisions in the life cycle of
the company. The benefits of being a list-
ed company are many, but the decision
itself on the initial public offering (IPO)
requires an in-depth analysis and compil-
ing together potential benefits as well as
costs. Apart from financial costs related
to the IPO, there are also non-financial
costs, such as the loss of control of the
company and the need for increased sur-
veillance, which may act as a disincentive
to conduct public offerings (Besless et al.,
2017). Some authors suggest that these
issues can lead to abandoning the IPO
(Helbing, 2019). Additionally, there can
be an agency conflict in the IPO process,
where potential investors, former own-
ers, or the management of the company
may have divergent goals (Signori, 2018).
Moreover, the listing of the company af-
fects the cost of capital and the funding
structure (Brau, Fawcett, 2006). At the
same time, the opportunity for the ex-
isting founders to sell their shares to in-
crease their wealth constitutes an impor-
tant issue (Lewellyn, Bao, 2014). Being a
public company is also prestigious for the

company (Certo et al., 2009). Still, the
asymmetry of information that is present
in public companies raises the risk for
new investors (Cai, Zhu, 2015). In recent
decades, many works in the research of
finance have been devoted to the studies
into the relations between various deter-
minants affecting the long-term perfor-
mance of the IPO processes, understood
as the increase in the value of investments
and development of the company (Bray
et al., 2000). The decision-making mo-
tives concerning the IPO, valuation, and
their development after the transaction,
financial results after becoming a public
company, or motives leading to the with-
drawal from becoming public were exa-
mined. What is important to the decision
to enter the public market are legal regu-
lations, which encourage or discourage
becoming a public company. The rest of
this article constitutes an analysis of legal
changes introduced in recent years and
an evaluation of their potential impact
on the market of initial public offerings
in Poland.

Legal changes
concerning public offerings

One of the very important factors
that may affect the decision on the ini-
tial public offering are regulatory issues.
In this respect, it is necessary to look at
these issues in a broad sense, namely both
at the legal conditions for the listing of
the company on the stock exchange it-
self, including the public offering, as well
as the regulatory issues related to the
functioning of an entity that is already
a listed company. Recently, several new
legal regulations have emerged which
may be relevant to the issuer’s decision to
conduct an initial public offering.

With regard to the listing of com-
panies on the stock exchange, the new
Regulation (EU) 2017/1129 of the Eu-
ropean Parliament and of the Council
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of June 14, 2017, on the prospectus to
be published when securities are offered
to the public or admitted to trading on
a regulated market, and repealing Direc-
tive 2003/71/EC (Prospectus Regula-
tion) is crucial. To the greatest extent, it
entered into force on July 21, 2019. Before
that date, however, some provisions of the
Prospectus Regulation became effective,
which were also relevant from the practi-
cal point of view (exemption concerning
the threshold for non-prospectus admis-
sion to trading of securities of an already
listed company and exemption from the
application of the Prospectus Regulation
or publication of a prospectus for public
offers not exceeding certain amounts).

One such change, which came into ef-
fect after July 20, 2017, is a modification
concerning the possibility to introduce
to trading of securities identical to those
already admitted to trading on the same
regulated market, provided that they rep-
resent, within 12 months, less than 20
percent of the number of securities ad-
mitted to trading on the same regulated
market. These provisions replaced the
regulations resulting from the Act of July
29, 2005, on public offerings and con-
ditions for the introduction of financial
instruments to organised trading, and
on public companies (“Act on Public Of-
fering”), which provided that making the
prospectus available to the public is not
required for the admission to trading on
a regulated market of the issuer’s shares
which constitute less than 10 percent of
the same type of the issuer’s shares admit-
ted to trading on that regulated market,
and together with the shares admitted to
trading on that regulated market in that
manner within the previous 12 months
do not reach or exceed that value. Thus,
the threshold was effectively increased
from 10 to 20 percent, and the scope
of application of the exemption was ex-
tended to include not only shares, but all
securities.

Another change, which became effec-
tive earlier, namely as of July 21, 2018,
is the exemption from the application
of the Prospectus Regulation for public
offerings of securities with a total value
in the European Union of less than
EUR 1,000,000, where such restriction
is calculated for a period of 12 months.
At the same time, the Prospectus Regu-
lation provides that Member States may
introduce their possible additional dis-
closure obligations at a national level
(e.g. drawing up an additional offer
document). Even before the Prospectus
Regulation came into force, the Pol-
ish legislator amended the Act of July
29, 2005, on public offering, conditions
for the introduction of financial instru-
ments to organized trading, and on pub-
lic companies, by introducing a threshold
of EUR 1,000,000, which replaced the
existing threshold of EUR 100,000, and
decided that in the case of such offer, the
issuer should make available a document
containing a specific package of informa-
tion. Then, as a result of another amend-
ment, already after the entry into force
of the whole Prospectus Regulation, the
Act on Public Offering was amended (in
the analysed scope very slightly), so that
finally public offers of securities, as a re-
sult of which the assumed gross proceeds
of the issuer or the offeror on the terri-
tory of the EU (calculated according to
the issue price or sale price) constitute
not less than EUR 100,000 and less than
EUR 1,000,000 (taking into account the
offers of the last 12 months), require mak-
ing available to the public of a document
(in Polish) containing, among others, ba-
sic information about the issuer, planned
use of funds obtained from the issue of
securities, significant risk factors, as well
as a statement of responsibility with re-
gard to information contained in the
document. As a result of these changes,
there has been an increase in the thresh-
old from which it is not necessary to draw
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up a prospectus, but it is mandatory to
draw up a much simpler offer document.

Apart from the above-mentioned
change, at the same time, the provision
of the Prospectus Regulation entered into
force excluding the obligation to publish
a prospectus for offers not covered by the
notification procedure between the home
and host state (local offers) when the total
value of the offer in the EU is lower than
a monetary amount calculated over a
12-month period which does not exceed
EUR 8,000,000 (with the final amount of
the exclusion being decided at a national
level). In this respect, it is worth noting
that in the case of the Polish capital mar-
ket, at the moment of the entry into force
of this part of the Prospectus Regulation,
an exemption from the prospectus obli-
gation was already in force for public of-
ferings of not less than EUR 1,000,000
and less than EUR 2,500,000, provided
that an information memorandum (a
slightly wider document than the offer
document indicated above and narrower
than the prospectus) was made available.
Now that the entire Prospectus Regu-
lation has come into force, the Polish
legislator has adjusted the provisions of
the Act on Public Offering, maintain-
ing the principle of exemption from the
prospectus obligation and publication
of the information memorandum, with
the above-mentioned thresholds. The de-
tailed scope of data disclosed in the infor-
mation memorandum is determined as
part of the regulation issued by the min-
ister responsible for financial institutions.

The largest scope of changes con-
tained in the Prospectus Regulation — as
indicated earlier — entered into force on
July 21, 2019. A new definition of a pub-
lic offer has been introduced, according
to which a public offer of securities is a
communication addressed to the public
in any form and by any means, providing
sufficient information on the terms of the
offer and the securities offered to enable

an investor to decide to purchase them or
to subscribe for them. This is a particu-
larly important change as nowadays every
offer addressed to more than one investor

will be a public offering.

For public offers, the drawing up, ap-
proval, and publication of the prospectus
is a rule. At the same time, however, the
Prospectus Regulation introduces a num-
ber of exceptions to the requirement to
provide a prospectus, which counterbal-
ances the negative burden on issuers as-
sociated with such a broad definition of
a public offering in the context of the
prospectus obligation. These exceptions
include, but are not limited to, offers to
qualified investors, offers to less than 150
natural or legal persons, offers to inves-
tors acquiring securities with a total value
of at least EUR 100,000 per investor for
each separate offer, etc. In this context,
the changes in this respect as compared
to the current legal system in Poland are
not so significant.

In the context of initial public offer-
ings, it is worth considering what changes
are introduced as part of the Prospectus
Regulation in relation to the preparation
of the prospectus. Among the issues that
are worth noting is the summary, which
is generally shorter and provides space
only for selected most relevant risk fac-
tors. The risk factors themselves described
in the prospectus are presented in a small
number of categories depending on their
nature, and the most significant risk fac-
tors are listed first. Instead of annexes to
the prospectus, the Prospectus Regula-
tion provides for the preparation of sup-
plements, while the promotional action is
called advertising.

One of the interesting changes worth
noting is the introduction of the so-called
universal registration document. Any is-
suer whose securities are admitted to
trading on a regulated market or an alter-
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native trading system may draw up every
financial year a registration document in
the form of a universal registration docu-
ment describing the company’s organisa-
tion, activities, financial position, finan-
cial results and prospects, governance and
shareholding structure. The document is
submitted for approval to the supervisory
authority; however, if the issuer obtains
the approval for two consecutive finan-
cial years, subsequent universal registra-
tion documents may be submitted to the
supervisory authority without prior ap-
proval. If such a prospectus is not submit-
ted, the privilege of submitting the docu-
ments without prior approval is lost in
the following year. After the submission
or approval, the issuer may update the in-
formation in this document at any time.
The major advantage of this solution is
the fact that the issuer can issue securities
on a regular basis, because the universal
registration document remains valid all
the time. In addition, once certain con-
ditions are met and appropriate infor-
mation is disclosed in the universal regi-
stration document, the issuer may take
advantage of the exemption in relation to
the publication of annual and half-yearly
financial statements. Irrespective of this,
an issuer may also obtain the status of a
frequent issuer and benefit from faster ap-
proval of prospectuses in the future. The
requirement to prepare a universal regis-
tration document is obviously a cost, but
it may nevertheless encourage issuers to
seek capital through the possibility of ex-
emption from the obligation to publish
an interim report (Nowosad, 2018).

Another solution, provided for in the
Prospectus Regulation, is to draw up the
so-called EU development prospectus.
It is a document with a unified format,
which is written in a simple language and
which issuers can easily fill in. The condi-
tion for the issuer to take advantage of
such a benefit is that none of its securities

have been previously admitted to trading
on the regulated market, and that, among
others, the issuer had the status of a small
or a medium-sized enterprise (SME) or
that the securities of such an issuer were
to be traded on the SME growth market
provided that its average market capitali-
sation was EUR 500,000,000 or that the
total value of the public offer in the EU
did not exceed EUR 20,000,000 (calcu-
lated over 12 months and provided that
none of the securities of that issuer are
traded on an alternative trading system
and the average number of employees
during the previous year did not exceed
499 persons). It is worth noting that the
regulations apply only to the prospectus
drawn up in connection with the inten-
tion to carry out the offer. On the basis of
this prospectus, it is not possible to apply
for admission of the securities to trading
on the regulated market (Pieczynska-
Czerny, 2018). Such a prospectus consists
of a special summary, a special registra-
tion document, and a special offer docu-
ment (parts of a limited scope).

Legal changes concerning the
functioning on the stock market

It should be noted that the decision
to enter the stock exchange is also influ-
enced by regulations concerning the pres-
ence on the capital market. It is precisely
in terms of operation of companies on
the stock exchange that changes regard-
ing information obligations and market
abuse are important. Directive 2014/57/
EU (MAD II Directive) of the European
Parliament and of the Council of April
16, 2014, and Regulation 596/2014 of the
European Parliament and of the Coun-
cil of April 16, 2014, on market abuse
(MAR Regulation) and other accompa-
nying legislation were adopted in this re-
spect. The most important of these is the
MAR Regulation, which came into force
on July 3, 2016. It covers issues relating
to the substance of confidential informa-
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tion, its use and unlawful disclosure, as
well as market manipulation. It clarifies
the requirements related to the disclosure
of confidential information to the pub-
lic. It sets out administrative measures
and sanctions for non-compliance with
the provisions of the MAR Regulation
and the obligations imposed on market
operators, investment firms, and persons
professionally arranging transactions or
executing orders on the financial market.

The purpose of the MAR Regulation
is to protect a consistent and efficient capi-
tal market, where transactions are under-
taken on an equal basis. It is supposed
to prevent the use of misinformation
of other trading participants, because a
better-informed party may purchase fi-
nancial instruments on favourable terms
at the expense of the other party (Ryc-
erski, 2018). It is worth noting that the
key element of the regulation is the defi-
nition of confidential information, with
the main focus on the related regulations
concerning confidential information, i.e.
the prohibition to use and the obligation
to disclose confidential information to
the public (Wozniak, 2018). From the
point of view of Polish legal regulations,
the MAR Regulation has largely re-
placed the selected provisions of the Act
on Public Offering and the then binding
Regulation of the Minister of Finance of
February 19, 2009, on current and perio-
dic information provided by issuers of
securities and conditions for recognizing
as equivalent the information required by
laws of a non-member state, which was
subsequently replaced by a new Regula-
tion of the Minister of Finance of March
29, 2018.

Other important changes that may be
significant for entities considering an ini-
tial public offering are those introduced
in the Act on Public Offering, which en-
tered into force on November 30, 2019.
They are related to the adjustment of the

contents of the Act on Public Offering to
the Prospectus Regulation directly ap-
plicable in the Polish legal system (these
changes have been analysed above), but
also to the implementation of (EU) Di-
rective 2017/828 of the European Par-
liament and of the Council of May 17,
2017, amending Directive 2007/36/EC
as regards the encouragement of long-
term shareholder engagement. The latter
changes include, among others, the intro-
duction of rules on remuneration policy
and remuneration reports in companies
whose shares are admitted to trading on a
regulated market or a special approach to
transactions with related entities.

In terms of the remuneration poli-
cy — companies whose shares are listed
on a regulated market will be obliged
to implement the remuneration policy
with respect to members of the manage-
ment board and the supervisory board,
adopted by the general meeting by way
of a resolution. It is worth noting that
regulations concerning the remuneration
policy are not foreign to the Polish finan-
cial market. As an example, we can point
to similar obligations imposed on banks
or investment companies in this respect
(Okon, 2012). The solutions adopted in
the remuneration policy should contri-
bute to the implementation of the busi-
ness strategy, long-term interests, and
stability of the company. Such a policy
should include, among others, a descrip-
tion of fixed and variable components of
remuneration, an indication of the pro-
portion of remuneration components, the
duration of contracts, termination terms,
a description of supplementary pension
schemes, a description of the decision-
making process for the establishment,
implementation and review of the remu-
neration policy, etc. The company pub-
lishes the resolution on the remuneration
policy and the policy itself on its web-
site. A temporary departure from the
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remuneration policy is foreseen if this is
necessary to pursue the long-term inter-
ests and financial stability of the com-
pany or to guarantee its viability. It is
also worth noting that regardless of the
adoption of the remuneration policy, the
company’s supervisory board is obliged
to prepare an annual remuneration re-
port, presenting a comprehensive remu-
neration review, which is examined by a
statutory auditor. The company publishes
such a report on its website.

The changes also include certain re-
strictions with regard to transactions
with related entities. Companies whose
shares are introduced to trading on the
regulated market are obliged to post in-
formation about a significant transaction
(transaction with a related entity, the
value of which exceeds 5 percent of the
total assets) on their website at the time of
its conclusion at the latest. Such informa-
tion should contain a number of details,
such as the name of the related entity, a
description of the nature of the relation-
ship, the date and value of the transac-
tion, information on the market rel-
evance of the transaction. As a rule, the
supervisory board should give its consent
to the conclusion of such a transaction;
however, the statute may provide that the
consent may also be given by the general
meeting. Additionally, a simplification is
introduced, according to which when a
transaction is disclosed under the MAR
Regulation there is no need for disclosure
under the new regulations. Other exemp-
tions provide that there is no need to pro-
vide information on a material transac-
tion when it is concluded at arm’s length
in the ordinary course of business, with
a subsidiary in which the issuer is the
sole shareholder or member or when the
material transaction is related to the pay-
ment of remuneration to members of the
management or the supervisory board
(granted under the remuneration policy).

A change that may also be relevant
to the decision on the initial public of-
fering is the introduction of an increased
threshold for the so-called squeeze-out
of shareholders. So far, the threshold has
been 90% of the total number of votes
in a public company. Currently, such a
right is vested in a shareholder of a public
company who alone or jointly with other
entities has reached or exceeded the 95%
threshold of the total number of votes.

Another important new element is
the introduction of a rule according to
which the issuer is obliged to have pro-
cedures for anonymous reporting by em-
ployees to the designated member of the
management board, and in special cases
to the supervisory board, of violations of
law, in particular, of the provisions of the
Act on Public Offering, the Prospectus
Regulation, and ethical procedures and
standards.

Assessment of the significance
of the changes introduced

From the point of view of the decision
to make the company public, the regula-
tions concerning public offerings, includ-
ing those directly related to the IPO, are
certainly crucial. Here, in principle, the
changes should be evaluated positively.
The adoption of the possibility of an ad-
mission to trading of securities without
a prospect, including in particular the
increase of the threshold to 20% is a con-
siderable simplification. Furthermore, the
exemption from the application of the
Prospectus Regulation for offers of public
securities with a total value in the Euro-
pean Union of less than EUR 1,000,000,
provided that a simplified document
is published, or the regime of exemp-
tion from the prospectus obligation
in relation to public offers of less than
EUR 2,500,000, allows companies to ap-
proach the processes much more flexibly
with less formalised procedures. In addi-
tion, this limit of up to EUR 1,000,000
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is intended to stimulate the development
of equity crowdfunding, which can be a
new source of financing for companies at
an early stage of development.

As regards the regulations directly re-
lated to initial public offerings, including
the preparation of prospectuses, it is im-
portant to express the view that the legis-
lator has also taken the correct direction
from the point of view of issuers. A short-
er summary or presentation of only the
key risk factors seems, on the one hand,
to provide sufficient investor protection
and, on the other hand, to make the
document more concise, which should
be assessed positively from the company’s
perspective. The introduction of the so-
called universal registration document
is also an element that may be attractive
to issuers. This is because it allows for a
situation where the issuer will be able to
carry out public offerings practically at
any time for a long time, which may en-
able it to raise capital in a very flexible
way, depending on the market situation.
In addition, by drawing up such a docu-
ment, the issuer may be exempt from the
obligation to publish a periodic report,
which may also be seen as an advantage.
From the perspective of simplification,
the possibility of drawing up a so-called
EU development prospectus should also
be viewed positively.

However, a slightly more critical view
must be expressed with regard to the in-
troduced definition of a public offering.
This one is very broad and covers many
states that have not yet been covered.
Compiling such a broad definition with
the so-called mandatory brokerage, i.e.
the obligation to engage an investment
firm in a public offering, we come to a
situation where issuers interested in rais-
ing capital can only do so with the use
of professional intermediaries, which in
a sense may restrict their access to inves-

tors. They cannot involve other entities
that may have relations with potential
shareholders. On the other hand, such an
approach is intended to provide a greater
degree of security for participants inter-
ested in acquiring or subscribing for se-
curities.

As far as legal changes concerning the
operation on the stock market are con-
cerned, it is worth pointing out here to
the different types of changes. With re-
gard to the MAR Regulation relating to
reporting, it should be noted that it did
not cause such significant difficulties
as were assumed immediately before its
entry into force. In the course of its ap-
plication, efforts are made to take into
account, to a large extent, the approach
and experience gained from the previous
legal regulations. In this respect, it must
therefore be said that this change is not
so important for issuers from the point
of view of the perception of the capital
market as an attractive source of finance.

The introduction of rules on remu-
neration policy and remuneration reports
in companies whose shares are admit-
ted to trading on a regulated market or
a specific approach to transactions with
related parties may be much more impor-
tant. Imposing additional obligations on
issuers certainly cannot be positively per-
ceived by companies considering an ini-
tial public offering. It seems that the mere
entry into the regime of fulfilling infor-
mation obligations is a challenge for these
entities, and reporting on remuneration
and transactions with related entities is
another significant nuisance. It is simi-
lar in the case of other obligations intro-
duced, including having a procedure of
anonymous reporting of violations of law
by employees to the designated member
of the management board and, in specific
situations, to the supervisory board. Ex-
cessive formalism certainly discourages
companies from the stock market.
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Another important factor from the
point of view of the decision to conduct
an initial public offering is the increase
of the squeeze-out threshold from 90 to
95% of the total number of votes in a
public company. The squeeze-out pro-
cedure is naturally accompanied by the
process of delisting a company from the
stock exchange, but in this context, it
may also be important for those enti-
ties who intend to debut on it. When
deciding to enter the stock exchange, it
is worth to be clear about the possibili-
ties of retreat. For this reason, increasing
this threshold may have a major impact
when deciding on an initial public offer-
ing. On the Polish capital market, in the
processes aimed at withdrawing shares
of a public company from the stock ex-
change, reaching the threshold of 90%
of the total number of votes that would
entitle to conduct a squeeze-out proce-
dure was sometimes a big challenge. It
will therefore be all the more difficult to
achieve an even higher threshold, name-
ly 95% of the total number of votes. It
should therefore be clearly stated that
the consequences of this change will
also be very important for the entities
considering their debut on the stock ex-
change.
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