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1. Executive Summary

The Securities and Exchange Commission of Pakistan (SECP), in terms of the Securities Act, 
2015 and the Companies Act, 2017 (the ‘’Act’’) is mandated to protect public interest and 
shareholders interest, promote competition, price discovery, fairness, high standards of 
corporate governance, and safeguard shareholder rights in general and minority 
shareholders’ rights in particular. It is therefore important to make regulations that 
reinforce these principles and to introduce guidelines to promote these principles.  

Under the Act, the board of directors of a company can propose issuance of shares with 
differential rights. Such shares can carry distinct features including variation in voting 
rights, rights to participation in future profits and corporate actions, preemptive rights to 
subscribe to future issuance of shares, convertibility and redemption options, and 
liquidation preferences on rights to proceeds from surplus assets of the Company in the 
event of liquidation. 

SECP is of the opinion that variation in the rights attached to various classes of shares 
should be in line with the overarching policy principles laid down in the law. The 
sponsors/majority shareholders and the board of directors of a company ought to 
consider these principles while structuring transactions for fresh issue of shares having 
varying rights. Transactions that violate these principles need to be discouraged.  

SECP is in the process of developing policy parameters to govern issuance of ordinary 
shares having different rights and privileges by companies. Review of the feedback would 
enable SECP to draft the policy framework around the subject.
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2. Legislative Background:

Evolution of Regulatory Framework for Issuance of Shares with Varied Rights
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Section 90 of the repealed Companies Ordinance, 1984 read 
with rule 4 of the Companies' Share Capital (Variation in Rights 
and Privileges) Rules, 2000 

Subsequently, section 58 of the Act and the Companies (Further Issue of Shares) 
Regulations, 2018 were notified, that encompassed the requirement for both 
listed & unlisted share issuance. This required approval of issuance of shares 
with variation rights. The Companies (Further Issue of Shares) Regulations, 2018 
were subsequently repealed through the Companies (Further Issue of Shares) 
Regulations, 2020.

To reduce administrative burden of costs and facilitating the growth of 
start ups and corporate sector, the requirement of approval for unlisted 
companies was removed in November 2021

With introduction of the Companies Regulations, 2024, the 
regulatory landscape has evolved further. The scope of 
the Companies (Further Issue of Shares) Regulations, 2020 
has been limited to only listed companies whereas 
unlisted companies are covered under the Companies 
Regulations, 2024.

Separate regulations 
for Listed and Unlisted 
Companies

Removing approval 
requirement for 
Unlisted Companies 

Introduction of 
Companies Act, 2017 and 
regulatory framework

Initial Regulations
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3. Objective of the Consultation Paper
 This consultation paper is published to elicit public comments for devising an overall 

policy that defines the parameters for issuance of different classes of ordinary shares 
with varied rights and privileges by a company.

4. Reference of Laws Governing Issuance of Shares having Varied 
Rights and Privileges

 Primary framework for both listed & unlisted companies is the Companies Act, 2017. 
Specification of the sections governing the issuance is stipulated below:

 4.1.  Issuance of Shares with Varied Rights & Privileges:
   o  Section 58 of the Act:

 Allows companies with share capital to issue different kinds and classes of 
shares.
Must align with the memorandum & articles of association.

   o  Section 59 of the Act:
If 10% or more of a class of shareholders are aggrieved by variation of rights, 
they can approach the Court to seek cancellation of the resolution.

 4.2. Alteration in Articles of Association:
   o  Must comply with Section 38 of the Act.

o  If the alteration affects substantive rights or liabilities of members/class of 
members  then approval by at least 75% (three-fourths) of the members or of the 
class of members affected by such alteration, as the case may be, exercise the 
option through vote personally or through proxy vote for such alteration.

5. Specification of regulatory framework governing the Methods of 
Issuance 

5.1.  Further Issue of Share Capital:
 o Companies can issue right or other than rights shares, for different classes of   

shares under Section 83 of the Act.

5.2. Right Issuance

 o Any company issuing shares by way of right offer must inter alia comply with 
requirements of Section 83(1)(a), 83(2) and 83(3) of the Act. 

 o Listed Companies: Additionally, governed by Regulations 3 and 6 of the 
Companies (Further Issue of Shares) Regulations, 2020.

 o Unlisted Companies: Additionally, governed by Regulations 108 and 111 of the 
Companies Regulations, 2024.

5.3. Other than Right Issuance

 o Listed Companies: Must comply with Section 83(1)(b) of the Act and Regulations 5  
and 6 of the Companies (Further Issue of Shares) Regulations, 2020.

 o Unlisted Companies: Must comply with Section 83(1)(b) of the Act and 
Regulations 110 & 111 of the Companies Regulations, 2024.
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6. Compliance Requirements for issuance under various methods 
w.r.t. Listed and Unlisted Companies

6.1. Type of companies 
 o Listed Companies: Must comply with Regulation 6 of the Companies (Further 

Issue of Shares) Regulations, 2020.
 o Unlisted Companies: Must comply with Regulation 111 of the Companies 

Regulations, 2024.

6.2.  Information to be included for issuance of shares
  The board must approve the issuance through a special resolution and the 

resolution should include:
•  Quantum of issue (number of shares & percentage of paid-up capital);
•  Issue price;
•  Purpose & utilization of proceeds;
•  Benefits & risks to company & shareholders;
•  Justification for issue price (premium/discount);
• Justification for issue of shares at premium or at discount to face value (if 

applicable);
•  whether the shares being issued are in the form of right or other than right;
•  whether the holders of such shares shall be entitled to participate in profits or 

surplus funds of the company;
• whether the holders of such shares shall be entitled to participate in surplus 

assets and profits of the company on its winding-up which may remain after the 
ordinary shareholders has been repaid; 

• whether payment of dividend on preference shares is on cumulative or non- 
cumulative basis; 

•  in case the shares being issued are convertible into ordinary shares, then mode, 
mechanism and manner of such conversion;

•  rights of holders of preference shares regarding dividend, participation in general 
meetings and voting therein before and after conversion of preference shares 
into ordinary shares; 

•  in case the shares are partially or wholly redeemable, then mode and manner of 
redemption; and

•  any other feature as deem appropriate by the board. 

 The company shall not amend, alter, vary or reassess the terms and conditions of 
such issue without approval of the holders of such shares carrying differential 
rights.
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7.1.  Perpetuation of Sponsor Control: 
 A company may offer a new class of shares with significantly higher voting rights as 

compared to the baseline ordinary shares which follow one-share one-vote principle. 
Upon issuance of these shares, the sponsors/majority shareholders of a company 
may be able to maintain control over the company through a small number of such 
shares, without holding a majority or even a significant proportion of the existing 
ordinary shares. This is a major deviation from the widely recognized one-share 
one-vote principle, where all shareholders should be treated equally. 

7.2. Governance Imbalances and Perverse Incentives: 
 The new class of shares may carry no dividend rights, making them automatically less 

desirable for the existing minority shareholders. If this feature is coupled with other 
features, such as higher voting rights, it is likely to result in perverse incentives and a 
distorted governance structure. The shares that carry an overwhelming proportion of 
voting rights would have no right to benefit from the decisions taken in exercise of 
such voting rights i.e. by receiving dividends. Conversely, the shares carrying the 
dividend rights would have little voting power and effectively no control over the 
decisions that influence the dividend policy.

7. Areas Requiring Attention

Key areas of concerns pertaining to potential variations of shareholders rights are 
discussed below: 

Regulatory Provisions Allowing Variation in Shareholding Rights are introduced to ensure that power 
of deciding the variation in rights is not misinterpreted as Limitless Powers 

  

 
Adherence to legal 
frameworks  

Protection of 
shareholder rights 

Necessary Mitigants – Checks & 
Balances 

Transparency & 
Disclosure 

requirements 

Approval from 
relevant regulatory 

authorities 

Shareholder 
voting 

mechanisms 

To 
achieve 

Fair Decision 
 

Equitable 
treatment of 
shareholder

s 

Compliance with 
Corporate 

Governance 
Principles 
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Guiding Principles of Law

Making
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 Notably, a study published in 2008 analyzed the performance of listed firms in the USA 
having dual class shares, with cash flows and company dividends taken as the key 
parameters. The study concluded that a company’s value tends to be positively 
correlated with the rights of cash-flows of the decision makers and negatively 
associated with their voting rights i.e. a company’s value would be adversely 
impacted if there is a misalignment of voting rights and equity stake.

7.3. Lack of Exit and Inefficient Price Discovery: 
 In listed companies, if the new class of ordinary shares has the feature of being 

unlisted, the existing shareholders would be unable to sell such shares at their 
convenience. Absence of a liquid market for such shares, would in turn limit, not only 
the number of transactions but also the transparency with which such transactions 
are executed. The unlisted nature would seriously restrict price discovery, especially 
since the buyers and sellers are unable to access prices of previous bilateral 
transactions through a central, transparent market place.  

 Similarly, in unlisted companies, this lack of liquidity becomes more pronounced, as 
the limited number of shareholders and the absence of a public market can create 
significant difficulties for shareholders, particularly minority shareholders to exit their 
investment or determine its value. 

7.4. Reduced Shareholder Activism: 
 A new class of shares that concentrates voting power amongst the sponsors/majority 

shareholders allows them to run the company unchallenged. By diluting the power of 
public and minority shareholders, a company is insulated from public accountability. 
This creates room for the controlling shareholders to seek private benefits in an 
unrestrained manner, without acting in the best interest of the public and minority 
shareholders. Lack of public oversight can encourage the board of directors of a 
company to neglect their fiduciary duties, for example, by encouraging weak 
accounting controls, doling out exorbitant executive compensation packages, 
entering questionable consultancy arrangements or executing frequent unfavorable 
related party transactions. 

 Issuing different classes of shares with highly disproportionate voting and dividend 
rights can thus weaken shareholder activism by diminishing oversight. Concentrating 
power in the hands of a few shareholders with excessive voting rights would 
marginalize others, fostering unequal decision-making. This imbalance undermines 
corporate governance, reduces accountability, and erodes trust in the market, 
ultimately harming investor confidence and fairness.
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8. Study of international Jurisdiction 
 Issuance of shares having varying rights and privileges has been extensively 

deliberated in the past by a number of jurisdictions, including the United States of 
America, United Kingdom, Hong Kong, France, Germany, India, Australia, UAE and 
China. The implications arising from such issuance have also attracted reviews by 
global index providers such as MSCI and S&P, standard setting bodies such as the 
International Organization of Securities Commissions (IOSCO) and Organization for 
Economic Co-operation and Development (OECD), a number of professional 
associations, finance professionals and academicians. 
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 Jurisdictions have coined their own terminologies for such shares, referring to them as 
golden shares, dual class shares, shares with superior voting rights, multi-voting 
shares, super-voting shares etc.  A few jurisdictions allow variations in shareholder 
rights in case of founder-led companies, especially tech companies, which may 
otherwise opt to list in other jurisdictions that allow for such shares. 

 Interestingly, even the jurisdictions that have allowed different classes of shares, by and 
large, recognize that the one-share, one-vote principle is one of the most fundamental 
principles of corporate governance.  Strict application of this principle however varies 
across different jurisdictions worldwide. 

 Australia is stringent in its adherence to the one-share, one-vote principle and 
continues to bar issuance of shares carrying multiple voting rights. Mainland UAE 
generally restricts dual-class shares but the free zones in Dubai offer flexibility in this 
regard. However, even if a company is incorporated in a free zone that allows 
dual-class shares, it can face restrictions if it seeks to list on Abu Dhabi Securities 
Exchange or the Dubai Financial Market, as both exchanges prefer the one-share, 
one-vote principle. 

 Hong Kong has restricted voting rights of such shares to a maximum of 10 votes per 
share and allows only an unlisted company to issue shares with varying voting rights. 
Such voting rights cannot be altered post listing. India has made it mandatory that the 
voting power of shares with varying rights shall not exceed 74% and that all classes of 
shares must carry dividend rights.
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9. Potential Areas for Improvement 
 In view of the above, and considering the stage of development of our market and its 

investors, it is proposed that issuance of ordinary shares with varied rights and 
privileges by companies should be subject to reasonable limits in Pakistan, so as to 
uphold principles of corporate governance, rights of ordinary and minority 
shareholders, price discovery, fairness, and public interest. The following guidelines are 
accordingly proposed to be introduced for all companies that intend to issue such 
shares in future:

10. Format for sharing feedback/comments

Any feedback may be sent via email to Primary Market Approvals and Development 
Department (PMADD) at capitalissuefeedback@secp.gov.pk or by post at the following 
address:

Head of Department,
Primary Market Approvals & Development Department,
NICL Building, SECP Head Office, 
Jinnah Avenue, Blue Area, 
Islamabad.
Moreover, while providing feedback, please indicate whether such feedback pertains to 
listed companies or unlisted companies or both types of companies.  

 Guideline/Requirement Ra�onale/Jus�fica�on 
a.  The shares having vo�ng rights shall always 

have the right to receive dividend or bonus 
or right shares. 

Address conflict of interest. Right to 
par�cipate in decisions should always be 
accompanied by the right to benefit from 
those decisions. 

b.  The combined vo�ng power of all Ordinary 
Shares shall not be less than 67% of the 
total vo�ng power of all shares issued by a 
Company. 

Preserve the significance of Ordinary 
Shares and limit poten�al conflict of 
interest by keeping the gap between 
vo�ng power and dividend rights within 
reasonable limits. 

c.  A share with varied rights shall not have 
more than 5 vo�ng rights a�ached to it. 

Ensure balanced decision-making power 
& prevent undue concentra�on of control 
in a small number of shares.  

d.  Any shares with varied rights issued by a 
listed company by way of right offer shall 
be mandatorily listed.  

To provide exis�ng shareholders exit 
opportunity and price discovery for the 
Le�er of Rights and the underlying 
shares.  
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Name of the Commenter  
Name of the related En�ty  
Sr. No.  Regula�on/ Sec�on No.   Proposed Changes  Ra�onale  

    

Confiden�ality 
If you wish to keep all or any part of your submissions and your identity confidential, please indicate 
the same. In all other cases, your provided comments will be made public, except your contact 
information. 

11. Indicative Timeline

Stage Date/Timeline Detail 
1 19-03-2025 SECP releases Consulta�on Paper 
2 Within 15 days of issuance of Consulta�on Paper  Comments due on Consulta�on Paper  

3 Within 30 days of receipt of comments on the 
Consulta�on Paper 

Stakeholder consulta�on sessions 

4 Within 30 days of conclusion of the stakeholder 
consulta�on sessions 

No�fica�on of final amendments to the 
Regula�ons and the CR Regula�ons.  
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Securities & Exchange Commission of Pakistan (SECP) is fully empowered, at its discretion, to accept or not accept a recommendation in 
accordance with its mandate and policy objectives.
SECP reserves the right not to publish any submission received where SECP considers it not in the public interest to do so, such as where the 
submission appears to be libellous or offensive.

Disclaimer
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