What were some of the unusual features of the Google IPO compared with a firm-commitment

underwritten offering?

The most unusual feature of the Google IPO compared with a firm-commitment underwritten
offering was that it used Dutch auction in the process of determining its offering price. All investors who
bid that much or more got to buy the shares they sought at the clearing price, even if they had bid higher.
Typically, in a firm-commitment underwritten offering, the pricing depends on underwriters and [PO
companies set the price in a close relationship with them. In the firm-commitment underwritten offering,
because underwriters have to be responsible for purchasing and arranging all number of shares with a set
price, there is underpricing letting underwriters hedge the risks. On the other hand, the price of Google’s
IPO was decided by auction process not by underwriters. Although Google had declared higher expected
range of the price, $108 - $135 first and then $85 - $95, the Dutch auction resulted in hitting the lowest
price, $85 and in the process, Google’s investors and insiders cut the number of shares they planned to
sell. Because of the auction, underwriters played limited role on the pricing and got only a slight fee from

Google.

Another unusual feature was its timing./léecause it was after the high tech babble evaporated, the
markets for high tech stocks and IPOs allegedly were the worst in recent year. Even worse, at that time in
2004, the Nasdaq was down nearly 15% from its January high, after a 50% rise in 2003, and the market is
relatively quiet to investors because of vacations in August. If Google had used the standard mechanism
of Wall Street for its IPO, it might have delayed its offering according to the counsel by advisers because

it seemed too risky for underwriters to take the deal in such an unfavorable condition.

Additionally, because Dutch auction doesn’t promise build-in advantage to those who got in early
and Google didn’t provide much information which satisfied the possible large investors such as mutual

funds and hedge funds, Google’s IPO might keep such investors away from the bid.






