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What is a SPAC (Special Purpose Acquisition Company)?
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What is a SPAC? (cont´d)

• Alternative for companies pursuing 
an IPO

– Raise capital

– Provide shareholder liquidity

– Create brand awareness

– Obtain resources to further expand 
their business

• SPACs provide companies access to 
capital, even when market volatility 
and other conditions limit liquidity

• Further, SPACs could potentially 
lower transaction fees as well as 
expedite the timeline to become a 
public company

• A SPAC is a blank check company

– These companies raise money in the 
public markets without having 
operations …

– … with the purpose to acquire a 
company

– Very broad investment mandate

• Identify private companies, which 
can be acquired and taken public

• Usually run by experienced 
management teams

– Understand a market or industry 
well, want to buy a company (or a 
few) and take them public

• SPACs were first created in the 
1990s

– Didn’t gain popularity until recently
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SPAC Issuance Dynamics
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Typical SPAC Timeline
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SPAC Formation and Funding

Interest held through “Units”

• Each consisting of a share of 
common stock and a fraction of a 
warrant (e.g., ½ or ⅓ of a warrant)

– After IPO, units are separated, 
warrants becoming tradable

• Warrants designed to provide 
additional compensation for the initial 
investment and are usually exercisable 
shortly after a merger is consummated

Voting Rights

• Similar for Founder and Public 
Shares

– Except, Founder Shares usually have 
sole right to elect SPAC directors

• Warrant holders generally do not have 
voting rights and only whole warrants 
are exercisable

Founder Shares

• Experienced management team or 
sponsor with nominal invested 
capital

– Pays a nominal amount

– Typically, sponsor money to fund 
ongoing expenses (legal counsel, 
underwriters, governing documents)

• Typically, approx. 20% interest in 
the SPAC after IPO

– Compensate the initial investors for 
identifying a promising target and 
consummating a merger

Public Shares

• Remaining approx. 80% interest 
held by public shareholders
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SPAC Overview – Structure and Timeline
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The SPAC Merger

• The SPAC will typically need to solicit shareholder approval for a merger and will 
prepare and file a proxy statement

• This document will contain various matters seeking shareholder approval, 
including

– Description of the proposed merger

– Governance matters

– Historical financial statements

– Management’s discussion and analysis (MD&A)

– Pro forma financial statements showing the effect of the merger

• Once shareholders approve the SPAC merger and all regulatory matters have 
been cleared, the merger will close and …

• … the target company becomes a public entity

• A Form 8-K, with information equivalent to what would be required in a Form 
10 filing of the target company (commonly referred to as the Super 8-K), must 
be filed with the US Securities and Exchange Commission (SEC) within four 
business days of closing
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SPAC vs IPO
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Perceived Advantage of SPAC vs IPO

• Faster time to market vs. traditional IPO

– 4-6 months vs ca. 18 months

• Greater execution and pricing certainty

– Ability to market projections

– Price discovery done confidentially; agreed upfront (i.e. target can lock in price)

• Provides capital flexibility

– Frequently combined with private investment in public equity (PIPE), as well as add 
additional debt or equity

• Perceived cheaper than IPO

– … which is definitely untrue for smaller deals
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Typical SPAC Key Terms
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Illustrative Term Sheet
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Illustrative Legal Timeline
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The Crucial Phase

• Pre-Merger Phase

– Will usually trade near cash value

• Deal Announcement

– Investors will evaluate the deal

– Usually SPAC bids up slightly

– Investors can still redeem their cash

• Post-merger Phase

– After the SPAC closes the deal and 
the ticker changes

– Investors can no longer redeem their 
cash and the merger closes

– Dilution from paying sponsor’s fee in 
shares (often 20% of the equity)

– Those not owning warrants — all 
who buy shares in the secondary 
market — dilution arises from their 
exercise
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Impact from SPAC Founder Dilution - Illustrative Example

• SPAC founder dilution relative to acquisition sizes (multiples of SPAC Trust 
Account)

• Larger acquisitions result in less founder dilution
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SPAC Post-Merger Performance – Illustrative Example
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Illustrative Time Line and Evolvement of Structure
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In the News

10 March 2021 - Retail investor apathy threatens to derail Spac deals

• Critical shareholder votes are delayed after investors fail to participate in 
sufficient numbers

• An increasing number of acquisitions by blank cheque companies risk being 
derailed as retail investors fail to show up in sufficient numbers for critical 
shareholder votes on the deals, industry executives say

– The difficulties represent an unexpected consequence of the Main Street popularity of 
Wall Street’s hottest asset class, and are forcing backers of special purpose acquisition 
companies to find new ways of turning out shareholder voters

• Individual investors account for about 40 per cent of all trading in Spacs —
double the amount for S&P 500 or Russell 2000 stocks

– “What most people think is my vote doesn’t count …”

– Few problems getting deals or extensions approved when more of their shares were 
held by institutional investors or hedge funds well versed in the shareholder voting 
process

– “Now you have people who are sophisticated enough to open up an online trading 
account but do not realise that in order to get a deal done you have to vote”
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In the News

10 March 2021 - Retail investor apathy threatens to derail Spac deals (cont´d)

• The growing retail presence is particularly problematic for votes on extending 
the time to close acquisitions, which typically require 65 per cent of 
shareholders to agree

– Votes on approving deals, by contrast, usually only require a simple majority

– Spac backers, who typically own 20 per cent of the shares, also agree in advance to 
support transaction
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Going Public Using a SPAC
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SPAC vs IPO
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Contact

Christian Schopper
Private: christian.schopper@aon.at

Business: christian.schopper@corpfince.com
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