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Abstract One of the hardest problems faced by entrepreneurs is how to finance and
give visibility to their company in order for it to grow. Small- and medium-sized
enterprises (SMEs) are highly dependent on self-financing and bank financing.
Therefore, they require a favorable environment to be able to meet their financing
needs, including access to capital markets. Certain alternatives have been launched
in Europe in this regard. In Spain, BME Growth is a market aimed at small-cap
companies seeking to expand, with tailor-made regulations designed specifically for
them and costs and processes adapted to their characteristics. In addition to access
to financing, other advantages of being a public company are increased visibility,
continuous valuation, and liquidity of the company’s shares. As a prior step for
those companies still not ready to join BME Growth but planning to do so in the
next 2-3 years, the Pre-Market Environment (known in Spanish as Entorno Pre
Mercado (EpM)) accompanies them along the way and helps them become familiar
with the operation of financial markets and to gain access to an ecosystem of inves-
tors, experts, entrepreneurs, advisors, and financial market professionals. In this
chapter, after contextualizing the securities markets for SMEs in Europe, BME
Growth for the Spanish case is analyzed in detail: its creation, main characteristics
and advantages, requirements for incorporation and permanence, costs, characteris-
tics of listed companies, and success stories of the market. Next, the EpM is defined
and analyzed as a step prior to going public in BME Growth. The chapter concludes
with the details of a success story, Soluciones Cuatroochenta, a company that first
joined the EpM and then moved to BME Growth.
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1 Introduction

Throughout this book, the different financing options available to entrepreneurs,
either through equity or debt, have been analyzed. Once the entrepreneur has gone
through the stages from raising their very first money by any of the four Fs (Founder,
Family, Friends and/or Fools) until reaching the phase of maturity, the stock market
becomes the ideal tool to grow, diversify entrepreneur risk, and offer an exit to those
investors in early stages whose objective is not that of permanence in the company.
Thus, equity crowdfunding, business angel, venture capital (VC), or private equity
(PE) can also act as a “bridge” toward listing on stock markets. The majority of
these growing companies that reach this point of maturity are known as small- and
medium-size enterprises (hereinafter SMEs).

This chapter’s objective is to discuss how SMEs go public. Stock markets offer
growing companies many advantages, such as raising equity to finance growth,
increased visibility, constant valuation, and liquidity for their shares. Greater visi-
bility attracts a larger number of investors and, hence, a more efficient way to obtain
financing; likewise, a greater number of investors help to increase share liquidity,
which in turn helps the company to obtain its target valuation in the market.
Nevertheless, going public involves costs, both monetary and in terms of the dis-
semination of information.

This chapter puts into context the markets for small- and medium-sized enter-
prises in Europe and then focuses on the Spanish case: BME Growth. It additionally
analyzes what requirements a company must meet to join and remain on BME
Growth, what advantages it brings, and what costs it must assume. Some character-
istics of the listed companies and success stories are also explained. Finally, a step
prior to going public on BME Growth is analyzed. This is called the “Pre-Market
Environment” (“Entorno Pre Mercado” or “EpM” in Spanish terminology), an
exclusive training and networking program for SMEs in expansion to learn about
the operation of capital markets and to access private and institutional investors. Its
characteristics, the requirements for incorporation, maintenance and costs involved,
and the main figures of this environment and some success stories are detailed. A
practical example is given of the first company that joined the EpM, which after
3 years of “learning” made the leap to BME Growth and since then had grown expo-
nentially. The chapter ends with a few conclusions that highlight the importance of
the stock markets for SMEs.
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2 Stock Markets for SMEs: An European Union Objective

SMEs are of huge importance in the European economy as they are the main drivers of
economic growth and employment generation in this region. SMEs make up 99% of
companies in the European Union, create two out of three private sector jobs, and
contribute to over half of the total added value generated by companies in the Union
(Gouarderes 2021). However, one of the major obstacles they face is the difficulty in
finding financial resources as larger companies can in terms of cost and volume. This
causes them to be highly dependent on self-financing and bank financing in the short
and medium term. One of the alternatives to this dependence is the possibility of equity
financing in the stock markets. Nevertheless, some of the main challenges that SMEs
encounter in accessing capital markets are (1) the asymmetry of information with
respect to large companies, (2) the initial and subsequent incorporation costs, and (3)
the regulatory requirements that hinder SMEs accessing the European stock markets.
The European Union, aware of the need to make it easier for small companies to
grow by taking advantage of the benefits of being listed, has been putting several
initiatives in place during recent decades to promote specific markets for SMEs.
Posner (2004), for example, lists 47 SME markets that emerged between 1977 and
2003, some of which never materialized. The markets that have been most success-
ful so far have been the so-called Alternative Markets, according to the classifica-
tion proposed by Vismara et al. (2012), as opposed to previous “Second Markets”
and “New Markets.” In contrast to former regulated markets, the most relevant ini-
tiative of the Capital Markets Union was the creation of a new category of
Multilateral Trading Facility (MTF) called “SME Growth Market” contained in
Directive 2014/65/EU of the European Parliament and of the Council of 15 May
2014 on markets in financial instruments,! better known as MIFID II (European
Parliament 2014).2* The creation of the SME Growth Market under MIFID II aims
to facilitate the further development of specialized markets designed to meet the
needs of SME issuers and to homogenize quality and transparency standards among
growth markets in Europe. Contrary to previous attempts, this latter initiative seems
to have been more successful since, by the end of 2022, 18 MTFs in Europe had

'A key objective of the Capital Markets Union is, among others, to facilitate access to diversified
sources of finance for smaller companies in the EU. This makes it cheaper and simpler for them to
access public markets and ultimately reduces reliance on bank financing, enabling a broader inves-
tor base and easier access to equity and debt financing (European Securities and Market
Authority 2021).

2See explanation of Multilateral Trading Facility in Sect. 3.1 below.

3 Article 33(3) of MIFID II sets out the conditions that an MTF must meet when applying to its
National Competent Authority for registration. They include a 50% threshold on the minimum
number of SME issuers traded on the SME Growth Market, appropriate criteria for initial and
continued admission to trading, information to be published by issuers, dissemination of informa-
tion to the public and compliance with systems and controls under the Market Abuse Regulation
(Regulation (EU) No 596/2014 of the European Parliament and of the Council of 16 April 2014 on
market abuse).
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obtained this rating (European Securities and Market Authority 2023). As a result of
these attempts, the number of listed SME companies and the market capitalization
of listed SMEs have experienced a remarkable growth, rising from 1.000 companies
and 30 million euros in 2014 to nearly 1.500 companies and 110 million euros in
2022, having peaked at 140 million euros in 2021 (Federation of European Securities
Exchanges 2023).

Although specific provisions have been included in various European Commission
rules that create regulatory relief and incentives tailored for SME issuers trading on
the SME Growth Market, both the European Commission and the industry in gen-
eral continue to work to identify areas for improvement to boost SME access to the
markets (European Securities and Market Authority 2021; Technical Expert
Stakeholder Group on SMEs 2021), since European capital markets have lagged,
and continue to lag, behind other developed economies in terms of the number of
Initial Public Offerings (IPO).

Thus, some of the ideas proposed by the Technical Expert Stakeholder Group
(TESG) on SME:s to facilitate and encourage the admission process for SMEs in the
SME Growth Market is the establishment of a pre-listing sandbox or pre-listing
environment. The pre-listing sandbox could provide an interesting support for the
pre-admission phase of an SME in terms of individual and personalized advice on
the applicable legal requirements during this process. This pre-listing sandbox
could be offered through national programs organized by the competent national
authorities and the stock exchanges themselves. In this regard, although such a pro-
posal has been incorporated in the report issued by the TESG in 2021 (Technical
Expert Stakeholder Group on SMEs 2021), there are already several sandboxes or
pre-listing environments in Europe that try to fulfill the abovementioned task.
Section 4 presents the Spanish experience called Entorno Pre-Mercado.

3 The Stock Market for SMEs in Spain: BME Growth

In Spain, as in Europe, SMEs are one of the main drivers of the economy: over 99%
of Spanish companies are SMEs, employing 80% of the country’s workforce and
accounting for 65% of Spanish GDP (BME Growth 2022b). However, they are also
highly dependent on bank credit, even more than in the other EU countries.* Thus,
following the European trend regarding the creation of alternative markets that
facilitate access to the securities markets for SMEs, the Alternative Stock Market
for growth companies (known in Spanish as Mercado Alternativo Bursdtil —
Empresas en Expansion (MAB-EE)) was created in Spain in 2008, a market aimed
at small-cap companies seeking to expand, with a special set of regulations designed
specifically for them and with costs and processes adapted to their characteristics.
In October 2020, this market changed its name to BME Growth, at the same time as

*A comparative of the relative weight of market financing vs. bank credit of Spain and other coun-
tries in the period 1990-2018 can be found in Cambén and Canadell (2018).
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it was recognized by the Comision Nacional del Mercado de Valores (CNMV), the
Spanish Security Exchange Commission, of the European category of SME Growth
Market (known in Spanish as Mercado de Pymes en Expansion), thus reinforcing its
relevance at a global level.

3.1 What Is BME Growth?

BME Growth is a Spanish stock market for SMEs that allows small- and medium-
sized growing companies to access the capital markets and, therefore, have access
to capital to finance, develop, and expand their business models. It also provides
visibility and credibility to companies and offers liquidity, professionalization, and
valuation. It is a market aimed at companies from any sector of activity, although
there is currently a greater presence of companies from the technology, biotech and
health, engineering, telecommunications, and renewable energy industries. The rep-
resentation of the real estate sector (known in Spanish as SOCIMI) is also highly
relevant.” Although the origin is predominantly local, it is open to all companies
regardless of their country of origin.

In its legal form, BME Growth is a Multilateral Trading Facility (MTF), and it is
the segment for small- and medium-sized companies of the BME MTF Equity mar-
ket. It belongs to Bolsas y Mercados Espaiioles, Sistemas de Negociacion
S.A. (BMESN), a company of Bolsas y Mercados Espaiioles (BME)-SIX Group, the
operator of all the securities markets and financial systems in Spain. BME Growth
is subject to the CNMV’s supervision.

BME Growth, as an MTF, is a self-regulated market with its own regulations,
circulars, and operating instructions. All these regulations can be consulted on the
BME Growth website (https://www.bmegrowth.es/ing/BME-Growth/Normativa.
aspx? Accessed 13 November 2022). Unlike markets classified as regulated, BME
Growth has a more flexible regulation in terms of admission to trading, maintenance
and transparency requirements, since neither the rules applicable to regulated mar-
kets nor the regulations applicable to listed companies as defined in the Securities
Market Law are of application (Reino de Espaiia 2023). As an MTF, it is obliged to
have a public operating regulation which must be governed by transparent, objec-
tive, and non-discriminatory criteria and must be authorized and registered in the
corresponding CNMYV registry. Likewise, the Sociedad de Gestion de los Sistemas
de Registro, Compensacion y Liquidacion de Valores (Iberclear) is the entity in
charge of the accounting registration of the securities admitted to trading on BME
Growth, as well as the settlement of the transactions conducted on the market. Since
2020, it has had the European status of SME Growth Market. The main characteris-
tics of BME Growth are summarized in Box 1.

3SOCIMI stands for Sociedades Anénimas Cotizadas de Inversion en el Mercado Inmobiliario, is
the Spanish equivalent to the international figure of Real Estate Investment Trust (REIT), that
is, a collective investment vehicles whose purpose is the direct or indirect holding of real estate
assets for rental purposes.
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Box 1 Main Characteristics of BME Growth

“SME Growth Market” seal granted by the CNMV: highest standard of quality,
transparency and investor protection at a European level

For growth companies with an innovative, disruptive and technological profile

A tailored regulation and requirements ensuring transparency and protection for the
investor

It provides financing, liquidity and visibility

It promotes the inorganic growth of its companies
Promoted by BME-SIX and supervised by the CNMV
For specialized institutional and retail investors

Agile and flexible incorporation process
Much lower costs than those of other SME Growth Markets

Source: Own elaboration based on Bolsas y Mercados Espanoles (2023)
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Fig. 1 Evolution of the number of companies in BME Growth in the period 2009-2022. Source:
Own elaboration based on Bolsas y Mercados Espaifioles (2023)

Figure 1 shows the expansion of this market in the number of companies incor-
porated since the market was created.

3.2 Why List on BME Growth?

As stated above, the stock market can be an ideal platform for the growth of compa-
nies. Access to financing, increased visibility, continuous valuation, and liquidity of
the company’s shares are the main advantages that BME Growth offers to growing
companies so that they can manage their projects more efficiently and speed up the
necessary processes.
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Fig. 2 Number of equity offerings made in BME Growth in the period 2009-2022. Source: Own
elaboration based on information from BME Growth

Let us take a closer look at these advantages, as each company may have a dif-
ferent objective in its incorporation in the market or, in many cases, several of them.

3.2.1 Financing a Company’s Growth

BME Growth opens up a range of alternatives for companies to obtain financial
resources. A capital increase at the time the company goes public or at a subsequent
point in time is an ideal way of raising funds to support the expansion of a company
with characteristics of strength, flexibility, and financial risk reduction, in addition
to maintaining the balance between equity and debt.

Furthermore, thanks to the possibility of going public, BME Growth facilitates
the company’s access to a broad investment community, either domestic and inter-
national investors or institutional and retail investors, other than venture capital or
business angels.

Finally, it helps to consolidate the growth strategy through mergers and acquisitions
(M&A) using the company’s own shares as a means of payment in these processes.

Figures 2 and 3 show the number of equity offerings made and financing obtained
by BME Growth companies in the period 2009-2022. A total of 532 equity offer-
ings were made during this period, raising more than 6.5 billion euros in financing.

3.2.2 Standing, Visibility, and Brand

Listing on BME Growth provides the company with solvency, transparency, and
prestige. A company that is ready to list on BME Growth has achieved a high degree
of organization and control. And above all, it has gained the confidence of investors
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Fig. 3 Financing (million €) raised in BME Growth in the period 2009-2022. Source: Own elabo-
ration based on information from BME Growth

in its project. This prestige is also recognized by the company’s customers, suppli-
ers, and financial partners, which facilitates relations with all of them.

BME Growth is in the news every day, and listed companies enjoy a greater pres-
ence in the media, given the greater demand for information from investors and
market analysts. This greater visibility increases the company’s prestige and brand
image and complements its marketing and communication efforts.

3.2.3 Fair Valuation of the Company

The shares of a company listed on BME Growth have a permanent fair market value,
given by investors. The price is established from the combination (matching) of pur-
chase and sell orders. One of the many advantages of this objective valuation is that
M&A transactions can be financed, either totally or partially, with shares issued by
the company itself. In recent years, a considerable number of BME Growth compa-
nies have grown inorganically, thanks to financing their acquisitions with their
own shares.

3.2.4 Liquidity

BME Growth provides a level of liquidity to shareholders (the ability of assets to be
turned into cash, unreachable to unlisted companies). There are certain circum-
stances that assist a listed SME to obtain greater liquidity through BME Growth,
such as (1) make an effort to be more visible (be proactive in the relationship with
investors, analysts, road shows, corporate communication), (2) maintain a generous
shareholder spread (without losing control), (3) be aware of the company size, (4)
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have the help of specialists (liquidity provider, communication consultants, finan-
cial advisors) to attract investors, and (5) have “anchor” shareholders/investors to
help attract other investors.

Likewise, some shareholders or other types of entities such as venture capital
that entered the company in its origins, including the founding partners of the com-
panies, find in BME Growth the counterpart that allows them to reap the benefits of
their business career at the most opportune moment, helping, in some cases, to
resolve certain issues in family firms with the total or partial exit of some of the
company shareholders.

3.2.5 Others

There are many other advantages to joining BME Growth. Being a public company
disciplines and stimulates management (both through regulation and shareholder
demand) as the transparency and information standards required by the market
encourage the organization to have greater professionalization and investors seek
companies managed by qualified professional teams. It also serves as an incentive
for employees through share-based compensation policies and for other groups
(customers, suppliers, etc.) with whom the company wishes to strengthen ties or
who should be rewarded for any reason. Finally, it is a great support for internation-
alization. BME Growth companies take advantage of their information transpar-
ency, visibility, and valuation (it serves as a letter of introduction) to access resources
from international investors, facilitating their capacity for international expansion.

Box 2 summarizes the main advantages offered by BME Growth.

Box 2 Main Advantages Offered by BME Growth to Companies

Financing

Visibility, prestige, and brand image

Target valuation

Share liquidity

Improved credit rating

Requirements adapted to the company’s size
Greater transparency

Encourages professional management
Reasonably priced

State aid available

Other corporate advantages: Family succession, helps M&A, etc.

Source: Own elaboration based on BME Growth (2022a)
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3.3 Common Concerns of Entrepreneurs before Going Public

Entrepreneurs have two main concerns when the decision of going public arises: the
loss of ownership control and the dissemination of internal information.

In terms of the first, if the entrepreneur had control over the company before
going public, the process of joining BME Growth does not necessarily imply losing
that control. Bear in mind that, once listed, the number of shares that can freely
fluctuate in the market and, therefore, can change hands (i.e., the so-called free-
float) is a decision that is the exclusive responsibility of the company’s shareholders
(of course, with a minimum amount of two million euros). As explained in Sect. 3.5,
a capital dilution only occurs if the process of going public involves the selling of
new shares (primary offering).

In relation to the second concern, entrepreneurs should be aware that investors’
decisions are essentially based on public information regarding the companies. For
this reason, companies have certain obligations to fulfil in terms of information: to
audit their accounts, report on their economic and financial evolution, communicate
information affecting the company, etc. This should be considered as an advantage
rather than a concern, since it powerfully contributes to professionalizing and disci-
plining management, which makes the company work better and, on many occa-
sions, is reflected in better results. Nowadays, even unlisted companies are under
legal requirements to perform audits, file accounts with the Companies Register,
and have greater surveillance by the tax authorities make companies much more
transparent.

Many of the entrepreneurs who have joined BME Growth in recent years recog-
nize that they have been motivated to analyze and, in many cases, restructure their
own way of managing the company, orienting their activity in an even more profes-
sional and stringent matter, as they have to respond for their activity to a group of
shareholders and investment professionals, who demand constant information of the
rationality and opportuneness of that management. This change has affected several
areas of the company and has contributed to creating a habit of transparency, infor-
mation, and attention to shareholders and, in general, to those who surround the
company’s activity.

3.4 Is My Company Ready to Join BME Growth?

Listing on BME Growth is an important decision for any company. Access to the
market requires certain requirements to be fulfilled. These are set out in Table 1.
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Table 1 Main requirements for joining BME Growth

Formal

Public limited companies

Spanish or foreign companies

Share capital fully subscribed and paid up

Shares represented by book entries

Capitalization <1000 million euros

Minimum
capital stock

There is no minimum

Accounting
standard

EU company: IFRS or national accounting standards

Non-EU member state: IFRS or US GAAP

Commercial
activities

Already commercializing goods or services or have already performed
significant activities directly related to the preparation of such commercial
activity. Obtain significant income from this commercial activity or from
transactions, operations and financial contributions based on preparatory
activities that the companies have already performed

Corporate
governance

Audit committee

Independent directors

Initial
documentation

Information document for admission to the market (IDAM) or EU growth
prospectus with detailed information on the company, its business, financial
statements and working capital and, if applicable, on the transaction to be
performed

Historical financial information: Last two audited fiscal years. If they do not
have 24 consecutive audited months, it is mandatory to make forecasts for the
current and following fiscal year approved by the Board of Directors

Due diligence: Legal and financial by third-party specialists of recognized
prestige

Free float

Shares held by shareholders holding less than 5% of the share capital shall
represent in all an estimated value of no less than two million euros

Lock up

Only mandatory if the company has been active for less than 2 years

The main shareholders, directors, and senior management must undertake not
to sell shares or perform transactions equivalent to the sale of shares during the
year following the company’s admission to the market (except for those which
are the subject of an offer to sell, whether or not the offer is considered a
public offering)

Reference
Price

A valuation prepared by an independent expert in accordance with
internationally accepted criteria must be submitted and will be taken to set the
reference price unless a placement of shares or a significant financial
transaction has taken place in the 6 months prior to the application for the
purpose of determining an initial reference price to the listing of the company’s
shares

(continued)
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Table 1 (continued)

Specialists Registered advisor (specific regulation in Bolsas y Mercados Espaiioles (2020c).
It is mandatory and helps companies throughout the process, both in the phase of
incorporation to the market and later and, on a day-to-day basis, to comply with
the regulations required by the market. There is a list of Registered Advisors on
the BME Growth website (https://www.bmegrowth.es/ing/BME-Growth/
Registered-Advisors.aspx#ss_list. Accessed 15 September 2022)

Liquidity Provider. All companies must have a designated Liquidity Provider
at all times. This is a stock market intermediary with which the company signs
a liquidity provision agreement. It offers purchase and sell positions during
market sessions to ensure constant liquidity for the stock. The objective of
liquidity provision contracts is to guarantee liquidity for transactions and
ensure sufficient trading frequency. There is a list of Liquidity Providers on the
BME Growth website (https://www.bmegrowth.es/ing/BME-Growth/
ProveedoresLiquidez.aspx. Accessed 15 September 2022)

Placement bank for shares in the case of an IPO

Source: Own elaboration based on Bolsas y Mercados Espaifioles (2020a) and Bolsas y Mercados
Espaiioles (2022a)

3.5 How to Join to BME Growth? What Are the Stages
in the BME Growth Admission Process?

Once it has been verified that the company meets the requirements for incorpora-
tion, it is important to choose the procedure that best suits the company’s needs and
objectives.

Companies have two main possibilities to join the market: firstly, through a list-
ing process where the company does not place its shares among new investors but
gives its shareholders the possibility to trade their shares on BME Growth without
changes in the company shareholding or capital and, secondly, by making a sale of
shares at the time of the incorporation, known as Initial Public Offering (IPO). In
this second case, there are two options: (1) a primary offering (known in Spanish as
Oferta de Subscripcion), where the shares offered are newly issued, so that the com-
pany gets new funds, and (2) a secondary offering (known in Spanish as Oferta de
Venta), where it is the company owner or owners who sell a significant number
of shares.

Table 2 shows the different phases of the BME Growth admission process. After
the accumulated experience, the market estimates that approximately 3—6 months
may elapse from the time a company appoints a Registered Advisor up until it is
admitted to the market.

3.6 How to Remain in BME Growth?

Companies listed on BME Growth must report the following information to the
market through their corresponding Registered Adviser (Bolsas y Mercados
Espaiioles 2020b).


https://www.bmegrowth.es/ing/BME-Growth/Registered-Advisors.aspx#ss_list
https://www.bmegrowth.es/ing/BME-Growth/Registered-Advisors.aspx#ss_list
https://www.bmegrowth.es/ing/BME-Growth/ProveedoresLiquidez.aspx
https://www.bmegrowth.es/ing/BME-Growth/ProveedoresLiquidez.aspx
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Table 2 Stages in BME Growth admission process

Month 0 Kick-off meeting with the registered
advisor, the company, BME Growth, and
other advisors

Month 1 Legal and financial due diligence

Month 2-3 Compilation of the accessory documentation
to comply with the listing file

First version of the informative document

Month 34 Publication of informative document +
liquidity contract

Listing | ring the bell!

Other milestones

Audit report | “comfort letter” | registration of securities in Iberclear | favorable report from the
market and incorporations coordination committee | approval of the listing by the board of
BME growth

Source: Own elaboration based on Bolsas y Mercados Espafioles (2023)

3.6.1 Regular Information

e Half-yearly information: A half-yearly financial report equivalent to the entity’s
interim financial statements subjected to at least a limited review by its auditor,
within the 4 months following the end of the first 6-month period of each year.

* Annual information: Audited annual financial statements released in the 4 months
following the end of the annual reporting period together with the corresponding
Directors’ Report.

e Information on the company’s organizational structure and internal control sys-
tem to comply with the reporting obligations established by the Market (every
year, together with the publication of financial information).

e Information on the degree of compliance with forecasts, if applicable (every
6 months, together with the publication of financial information).

 Significant shareholdings: Obligation to report to the market every 6 months a list
of shareholders with a position equal to or greater than 5% of the capital stock.

3.6.2 Insider Information and Other Relevant Information for Investors

e All the insider information and other relevant information from the issuers of
securities listed or those who have applied to be listed on the market will be
publicly disclosed by the market, in accordance with the provisions of the
Spanish Securities Markets Law (Reino de Esparia 2023).

3.6.3 Other Information to be Reported

 Significant shareholdings: of which the company is informed.
e Shareholder’s agreements.
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* Information on corporate transactions.
» Forecast or numerical estimates, if applicable.

3.6.4 Corporate Governance

* No annual corporate governance report is required.

3.6.5 Issuer’s website

* The company’s website must include all the public documents that have been
submitted to the Market for their incorporation, as well as all the information
subsequently submitted to the Market.

3.7 What Are the Fees?

A list of the costs that companies must assume for incorporation and subsequent
permanence in BME Growth is given below. Some (BME Growth rates and Iberclear
fees) are predetermined and public, and the rest will depend on the negotiation with
the agents involved.

BME Growth rates (Bolsas y Mercados Espaiioles 2022b): A fixed fee of 1500
euros is charged for processing the application. A fixed rate of 10,000 euros plus a
variable rate of 0.05 per thousand on the market capitalization of all securities to be
admitted based on the opening price on the market is also applied. Thereafter, the
fixed annual maintenance fee is 6000 euros.

Iberclear fees (Iberclear 2022): 0.40 basis points of the cash value of the securi-
ties are included, subject to a minimum of 500 euros and a maximum of 50,000
euros per issue. Annual fee is 500 euros.

Other costs:

e Costs related to the preparation of the company to comply with the incorporation
requirements (lawyers, auditors, advisors, etc.). These will depend on the actions
to be conducted prior to incorporation.

 If a capital increase/share placement is performed, the underwriter will charge a
commission depending on the size of the issuance and its characteristics. This
tends to be by far the largest expense.

e The company must also bear in mind the costs applied by the Registered Advisor
and the Liquidity Provider. In both cases, they are negotiable and shall depend on
the specific agreements signed.
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Fig. 4 Distribution by size (market capitalization) of BME Growth companies in 2022. Source:
Own elaboration based on Bolsas y Mercados Espafioles (2023)

3.8 Characteristics of BME Growth Listed Companies

Although there is diversity in terms of the size of the BME Growth companies, 76%
of BME Growth companies are capitalized in a range between 10 million euros and
250 million euros (see Fig. 4).

In terms of industry, the market is currently concentrated in four sectors: pharma-
ceutical products and biotechnology, electronics and software, engineering and oth-
ers, and renewable energy, as can be seen in Fig. 5. The REIT industry (which does
not appear in Fig. 5) also has a considerable weight in BME Growth as it amounted
to 80 of these companies in 2022.

3.9 Success Stories

Some of BME Growth’s success stories are listed below. Table 3 shows some com-
panies that are multiplying their fundamentals and value in BME Growth.

Furthermore, several interviews with BME Growth companies explaining why
they chose to list on BME Growth or how they fared can be found at the following
link https://www.bmegrowth.es/ing/BME-Growth/HistoriasExito.aspx (accessed
22 September 2022).


https://www.bmegrowth.es/ing/BME-Growth/HistoriasExito.aspx
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Fig. 5 Distribution by sector of listed companies on BME Growth in 2022 (excluding the 80
REITS). Source: Own elaboration based on Bolsas y Mercados Espaioles (2023)

4 Pre-Market Environment (Entorno Pre Mercado (EpM))

4.1 What Is the Pre-Market Environment (Entorno Pre
Mercado (EpM))?

Pre-Market Environment (known in Spanish as Entorno Pre Mercado (EpM)) is a
unique training and networking program to provide growing SMEs with informa-
tion on how capital markets work and how to access private and institutional inves-
tors from Bolsas y Mercados Esparioles (BME)-SIX Group. It aims to accompany
firms that plan to access the capital markets in 2-3 years. This environment is simi-
lar to other initiatives or pre-markets already in existence in Europe that aim to
provide support to SMEs in the pre-listing phase to a securities market and could
be considered as a pre-listing sandbox, as defined by the Technical Expert
Stakeholder Group (TESG) on SMEs (Technical Expert Stakeholder Group on
SMEs 2021).

It is an initiative that was born at the end of 2017 jointly between Bolsa de
Valencia (BME) and the Big Ban Angels Association with the aim of fostering a
financial culture in which companies, their managers, and private investors could
raise and provide financing in the markets. Initially, it was aimed at companies
located in the Valencian Community, but it was quickly opened up to the rest of
Spain and is currently global.

The main objective of the Pre-Market Environment is to give startups the support
they need to develop the capabilities required by market regulations and to enable
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Table 3 Companies that are multiplying their fundamentals and value in BME Growth

Company

Sector

Insights

Revaluation
since
incorporation
(data as of 2022)

ENERGIA, INNOVACION
Y DESARROLLO
FOTOVOLTAICO, S.A.
(EIDF)

Renewable
energy

» Market cap: €1620 million

* Year of listing: 2021

¢ Initial valuation: €58 million
¢ Debt issuance at MARF

* M&A: 2 companies acquired

+2567%

PROEDUCA ALTUS, S.A.

Digital
education

* Market cap: €899 million

* Year of listing: 2019

« Initial valuation: €223
million

e Sales 2021: €211 million

« Sales 2022: €247 million

* M&A: 1 company acquired

+303%

SINGULAR PEOPLE, S.A.

Software &
Digitalization

* Market cap: €212 million

* Year of listing: 2021

* Initial valuation: €160
million.

e Sales 2020: €45 million

e Sales 2021: €59 million

* M&A: 2 companies acquired

+32%

IZERTIS, S.A.

Technology
and
digitalization

* Market cap: €203 million
* Year of listing: 2019

* No. capital increases: 12
* Sales 2019: €46 million
« Sales 2021: €65 million
* M&A: 15 companies
acquired

* Debt issuance at MARF

+461%

ALTIA CONSULTORES,
S.A

Technology
consulting

» Market cap: €178 million
e Year of listing: 2011

« Initial valuation: €18.7
million

e Sales 2011: €20.1 million
* Sales 2021: €126 million

+856%

MAKING SCIENCE
GROUP, S.A.

Software y
digitalization

* Market cap: €81 million
* Year of listing: 2019

* No. capital increases: 4

e Sales 2019: €35 million
e Sales 2021: €110 million
* M&A: 11 companies
acquired

¢ Debt issuance at MARF

+207%

(continued)



108

Table 3 (continued)

L. Castafio et al.

Company

Sector

Insights

Revaluation
since
incorporation
(data as of 2022)

AGILE CONTECT, S.A.

TMT

* Market cap: €100 million

* Year of listing: 2015

* No. capital increases: 10

e Sales 2015: €8 million

e Sales 2021: €52 M million

* M&A: 3 companies acquired
e Debt issuance at MARF

+560%

GIGAS HOSTING, S.A.

Electronic and
software

» Market cap: €118 million

* Year of listing: 2015

* No. Capital increases: 4

« Sales 2015: €4 million

e Sales 2021: €52 million

* M&A: 9 companies acquired
* Debt issuance at MARF

+684%

PARLEM TELECOM
COMPANYIA DE
TELECOMUNICACIONS,
S.A.

TMT

* Market cap: €90 million

* Year of listing: 2020

* Initial valuation: €45.5
million

e Sales 2020: €19 million

e Sales 2021: €37 million

* M&A: 4 companies acquired

+42%

NBI BEARINGS EUROPE,
S.A

Industrial

* Market cap: €68 million

* Year of listing: 2015

« Initial valuation: €17 million
* Sales 2015: €8 million

« Sales 2021: €43 million

* M&A: 7 companies acquired

+296%

SOLUCIONES
CUATROOCHENTA, S.A.

Software &
Digitalization

* Market cap: €36 million

* Year of listing: 2020

« Initial valuation: €21 million
e Sales 2020: €12 million

e Sales 2021: €15 million

* M&A: 5 companies acquired

+70%

NETEX KNOWLEDGE
FACTORY, S.A.

Digital
education

* Market cap: €29 million

* Year of listing: 2017

« Initial valuation: €16.4
million

« Sales 2017: €5 million

e Sales 2021: €12 million

* M&A: 1 company acquired

+77%

(continued)
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Table 3 (continued)

Revaluation
since
incorporation
Company Sector Insights (data as of 2022)

MASMOVIL IBERCOM, | TMT * Year of listing: 2012 Appreciation of
S.A. « Initial valuation: €16 million | 4675% at BME
*2012-2017: 7 capital growth
increases

*2017: Jumps to main market
(€764 million)

* 2019: Member of the

IBEX 35

*2021: Acquired for €3000
million

GRENERGY Renewable * Year of listing: 2015 Appreciation of
RENOVABLES, S.A. energy « Initial valuation: €30 M 1235% at BME
million growth
*2015-2019: 2 capital
increases

*2019: Debt issuance of

€22 M million at MARF
*2019: Jumps to main market
(€400 million)

ATRYS HEALTH, S.A. Healthcare * Year of listing: 2015 Appreciation of
« Initial valuation: €12 million | 4900% at BME
*2015-2022: 9 capital growth
increases

*2019: Debt issuance of €25
million at MARF

*2022: Jumps to main market
(€600 million)

Source: Own elaboration based on Bolsas y Mercados Espafioles (2023)

them to obtain financing through the capital markets managed by BME. EpM con-
sists of two segments: an initial segment for new companies (startups segment) and
a growth segment for veteran companies (growth segment). The open and collabora-
tive nature of the EpM encourages the participation of investors, consultants, and
capital market professionals, who interact with the companies in an ecosystem that
is enriching for all parties. In this regard, the environment has a series of partners
that are associations, foundations, business schools, venture capital firms, crowd-
funding platforms, and other interested entities that actively collaborate with the
aim of promoting the EpM’s objectives (for more information on the Partners, visit
the EpM website https://www.entornopremercado.es/ing/Partners. Accessed 16
September 2022).

EpM connects unlisted companies looking for growth financing with private
investors interested in investment alternatives in companies with potential expan-
sion. It allows investors exclusive access to its information by registering in the
EpM user register. The relationship between companies, investors, and partners is


https://www.entornopremercado.es/ing/Partners
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facilitated through seminars, workshops, conferences, training sessions, and inves-
tor’s day, among others.

4.2 Why Join the EpM?

EpM is the best option if a company is thinking of joining BME Growth in the
medium term (2-3 years). Let us see what it can offer.

4.2.1 Specialized Training

It offers access to a training program focused on capital markets with sessions that,
among other aspects, explain the changes that companies will have to undergo in
terms of their capital structure and corporate governance, the key figures involved in
the market admission process, information and transparency requirements, etc.
Practical cases of how companies become listed on BME Growth are also analyzed
(for more information on the training program, visit the EpM website https://www.
entornopremercado.es/ing/training. Accessed 16 September 2022).

4.2.2 Practice and Experience
It allows practice to ensure compliance with the requirements to remain part of the
EpM, along with recommendations from market professionals, watching companies

operate as if they were already listed. It also helps to develop expertise in making
financing decisions.

4.2.3 Visibility

Being in the EPM generates greater visibility and a greater presence in the media,
supporting access to investment and financing.

4.2.4 High Value Networking
EpM is an ecosystem of investors, entrepreneurs, consultants, and market experts

that fosters networking through seminars, events, conferences, and training ses-
sions, encouraging interaction between companies and access to other participants.

4.2.5 Professional Advice

Firms can get direct access to market professionals to resolve doubts and queries.


https://www.entornopremercado.es/ing/training
https://www.entornopremercado.es/ing/training
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Alvaro Castro, Surveillance manager and Board Member of BME Growth,
explains the advantages of being part of the EpM in the following video: https://
youtu.be/xHuaj6Uy-PE (Accessed 17 September 2022).

4.3 What Must I Comply with to Be Part of the EpM?

* Be a public or private limited company.

e In operation for at least 2 years (from the date of execution of the deed of
incorporation).

¢ File audited annual accounts for the year prior to the application for inclusion (or
undertake to have them audited within 90 days).

* Present business forecasts and estimates for the next 3 years.

* Have financing requirements from 0.5 million euros or to be in an advanced stage
and to have expressed interest in financing through the stock markets.

* Present a document of incorporation to the environment and have the approval of
the Advisory and Strategy Committee.

4.4 How to Stay in the EpM?
4.4.1 Regular Information

On an annual basis, within 6 months following the close of each fiscal year:

e Annual accounts and the audit report.

e The management report, including important milestones and clarifications to any
qualifications, that, when applicable, are reflected in the audit report.

¢ Information on the shareholder, management, and organizational structure.

e Report on degree of business plan compliance.

e Information on the investment rounds implemented during the year, indicating
the total amount received and the resulting Company valuation.

On a biannual basis, within 2 months following the close of the first semester
of each fiscal year:

¢ The interim financial statements (balance sheet and income statement).
e Report on degree of business plan compliance.
e Information on the significant milestones during the period.

4.4.2 Immediately Inform BME of Any Significant Milestone

Information that directly or indirectly affects the valuation, solvency, and prospects
of the Company and that may affect any decision to acquire or transfer securities.


https://youtu.be/xHuaj6Uy-PE
https://youtu.be/xHuaj6Uy-PE
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4.4.3 Maintain Minimum Solvency Conditions

* Maintain a positive book value of the equity.
* Not to incur cause for dissolution or a mandatory capital reduction.
* Remain up to date with tax authority and Social Security payments.

4.5 What Are the Costs?

The costs to be part of the EpM are as follows:

* For admission to the EpM and the training program: 2800 euros.
* The fee for membership of the EpM, use of the facilities, and the dissemination
resources of BME facilities: 400 euros per quarter.

Note that 100% of the admission fee will be reimbursed in the event of joining
any of the markets managed by BME.

4.6 EpM in Figures

Figure 6 shows the main figures of the EpM.

Nearly 30 companies have participated in the EpM. At the end of 2022, there
were 23 participating companies in EpM of which 3 belong to the Growth segment
and 20 companies belong to the Startups segment. The industries to which they
belong are highly varied, highlighting the biotechnology, renewables, fintech, tech-
nology, and telecommunications sectors.

Regarding the partners, the profile is very varied, mainly being associations,
foundations, business schools, venture capital firms, crowdfunding platforms, entre-
preneurs’ associations, financial boutiques, advisory firms, law firms, Registered
Advisors, and other entities.

Fig. 6 Main figures of the Entorno Pre Mercado in 2022. Source: Own elaboration based on
Entorno Pre Mercado (2023)
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4.7 Success Stories

By the end of 2022, six companies had joined BME Growth following their transi-
tion to the EpM, thus meeting this environment’s objective.

The first of these was Soluciones Cuatroochenta in October 2020 (see Sect. 5).
The second was Parlem Telecom in June 2021. It was followed by Intercity Football
Club at the end of October 2021, Enerside in March 2022, and Substrate Al in May
2022. The final one was Energy Solar Tech in December 2022.

5 Soluciones Cuatroochenta. From EpM to BME Growth

Soluciones Cuatroochenta is a success story as it was within the first group of com-
panies that joined the EpM in 2017 and was the first company to join BME Growth
from the EpM in October 2020. Since its [PO to BME Growth, it has grown expo-
nentially in both size and turnover.

Soluciones Cuatroochenta is a technology company specialized in developing
and implementing digital cloud solutions to meet the challenges and objectives of
its clients located in 14 countries of Europe and Latin America. The company,
which started as an app development company, has become a solvent technological
partner undertaking digital transformations with the most powerful management
and cybersecurity solutions.

Founded in November 2011 by Alfredo R. Cebridn (Teruel, 1984), graduate in
Advertising and Public Relations and CEO, and Sergio Aguado (Segovia, 1982),
senior engineer in Computer Science and CTO, Soluciones Cuatrochenta was born
in a meeting of entrepreneurs of the Parc Cientific i Tecnologic of the Universitat
Jaume I (UJI), the university where they both studied. In 2013, they received the
Student Entrepreneurship Award from the Social Council of the UJI. The success of
this company founded by these two young entrepreneurs became remarkable in the
following years. So much so that in 2017 the company was one of the three selected
(from among several applications) to be part of the EpM (https://youtu.be/
0oOUDbDEC4_60. Accessed 22 September 2022).

Soluciones Cuatrochenta, a limited company, joined EpM in 2017, with revenues
in the year prior to incorporation (2016) of nearly one million euros and 25 employ-
ees. At the close of 2017, revenues already stood at 1.7 million euros, and it had 37
employees. In 2018, as a part of the preparatory actions to make the leap to BME
Growth, it was transformed into a public limited company, performed a stock split,
and incorporated new members in its Board of Directors. In that year, its revenues
amounted to 1.85 million euros and it had 42 employees.

In 2019, the company added two new board members and, following the latest
acquisitions, prepared consolidated financial statements for the first time, with rev-
enues of 4.7 million euros. The number of employees stood at 85.


https://youtu.be/oOUDbEC4_6o
https://youtu.be/oOUDbEC4_6o
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Fig.7 Evolution of Cuatroochenta Solutions’ income and EBITDA during the period 2017-2021.
Source: Own elaboration based on Soluciones Cuatroochenta (2022)

In 2020, as steps prior to its incorporation into BME Growth, it sets up an audit
committee, converted its shares into book entries, and amended its articles of incor-
poration to bring them into line with market regulations. At the end of September, it
made a primary offering for 2.5 million euros in which it received subscription
orders for a total amount equivalent to 6.3 times the aforementioned offer. As a
result, the capital increase was subscribed by a total of 1105 shareholders (10 for-
mer shareholders at that date and 1095 new shareholders). Finally, in October 2020,
it was incorporated into BME Growth with a value of 20.8 million euros. That year
it obtained consolidated revenues of €11.7 million.® In 2021, the company contin-
ued to grow, and revenues rose again, reaching almost €15 million.

As can be seen in Fig. 7, Soluciones Cuatroochenta has increased its revenues
more than eightfold since 2017, which represents a growth of 72% Compound
Annual Growth Rate (CAGR). In terms of EBITDA, the company has also achieved
a very relevant growth, reaching 104% CAGR in the same period. The number of
employees has grown from 37 at the end of 2017 to almost 191 at the end of 2021.

Soluciones Cuatroochenta has been involved in several corporate and financing
transactions in recent years. The company has a successful track record of acqui-
sitions, having closed two relevant acquisitions during its time in the EpM and
five transactions since its incorporation in BME Growth. In terms of financing,
since its incorporation in 2011 until its entry in the EpM (2017), the company
performed two capital increases for a total effective amount of 235 thousand
euros. Since that time, Soluciones Cuatroochenta has carried out 14 capital
increases (including the primary offering at the time of incorporation to BME
Growth) for a total effective amount of 13.5 million euros. Likewise, the company

©On the BME Growth website, you can consult the Information Document for Admission to the
Market (IDAM). https://www.bmegrowth.es/docs/documentos/Otros/2020/09/05509_
Folleto_20200924.pdf. Accessed 21 September 2022.


https://www.bmegrowth.es/docs/documentos/Otros/2020/09/05509_Folleto_20200924.pdf
https://www.bmegrowth.es/docs/documentos/Otros/2020/09/05509_Folleto_20200924.pdf
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has been establishing strategic relationships with institutional investors to guaran-
tee part of the necessary financing to develop its strategic plan. Of particular note
are the framework agreement signed with the Smart Fund of Banco Santander in
January 2021 and the investment agreement with Inveready Convertible Finance
II FCR in December 2021, which not only provides access to economic resources
but also allows the company to add to the project its extensive experience in
growth companies and an extensive network of connections with which to estab-
lish interesting synergies.

Alfredo R. Cebridn, CEO and co-founder of Soluciones Cuatroochenta, explains
the experience of being part of EpM in the following video: https://www.youtube.
com/watch?v=Y7TXkygubqo (accessed 17 September 2022) in which Jestis
Gonzdlez, Managing Director of BME Growth, also explains what BME Growth is
and its main advantages. You can also watch the “opening bell” of the company in
its incorporation in BME Growth at the following link: https://youtu.be/saC-
zHxmU_BU (accessed 17 September 2022). The company’s CEO additionally
explains, among other issues, what BME Growth has brought them and their experi-
ence of incorporation in the following video: https://youtu.be/t2ZHFOkfW63k
(accessed 17 September 2022). Finally, the evolution of the company in the presen-
tation made by the CFO, David Osuna, at the Medcap Forum held in Madrid in May
2022 can be seen at the following link: https://youtu.be/t70TFDkkBWQ (accessed
17 September 2022).

6 Conclusions

After a certain time has elapsed since the start of the entrepreneur’s business idea,
when the company reaches a certain degree of maturity, a major challenge for the
entrepreneur arises: how to continue financing my company in order to grow? In
recent years, the EU has promoted the creation of alternative stock markets aimed
at opening the capital markets to small companies with strong growth potential,
innovative companies, or expanding companies that are looking for partners and
financing since one of the biggest obstacles faced by SMEs is the difficulty in find-
ing financial resources under the same conditions as larger companies.

A good example of the effort to bring the market closer to SME:s is the Spanish
case, where in March 2008 the Alternative Stock Market for growth companies
(known in Spanish as the Mercado Alternativo Bursdtil para Empresas en Expansion
(MAB-EE)) was created. Currently called BME Growth, a non-regulated market
with the status of Multilateral Trading Facility (MTF), it is aimed at trading securi-
ties of small-cap companies seeking to expand and was recognized in 2020 by the
Spanish Securities and Exchange Commission (Comision Nacional del Mercado de
Valores) as a European SME Growth Market.

Some of the advantages of becoming a public company are access to sources of
financing other than banks, increased visibility, continuous valuation, and liquidity


https://www.youtube.com/watch?v=Y7TXkygubqo
https://www.youtube.com/watch?v=Y7TXkygubqo
https://youtu.be/saCzHxmU_BU
https://youtu.be/saCzHxmU_BU
https://youtu.be/t2HF9kfW63k
https://youtu.be/t7oTFDkkBWQ
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of the company’s shares, so that companies can manage their projects more effi-
ciently and accelerate the processes required to do so.

BME Growth has a specifically designed regulation, costs, and processes adapted
to the characteristics of this type of companies, maintaining high levels of transpar-
ency. The market has a set of Registered Advisors to help companies throughout the
process, both in the incorporation phase and later, on a day-to-day basis, to comply
with the regulations required by the Market. A large number of companies have
developed their growth in this market over the last few years.

In a previous step, for those companies that are not yet ready to join BME Growth
but are planning to do so in 2-3 years, the Pre-Market Environment (known in
Spanish as Entorno Pre Mercado (EpM)) accompanies them along the way. The
role of the EpM is to familiarize them with the stock markets and give them access
to an ecosystem of investors, experts, entrepreneurs, advisors, and financial market
professionals.
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