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Concept Note 
 

 Review of Companies (Further Issue of Shares) Regulations, 2020 
 

This Concept Note is placed on SECP’s webpage to solicit comments on proposed changes in the below 

listed areas being governed under Companies (Further Issue of Shares) Regulations, 2020 specifically for 

the listed companies: 

A. Right Issuance by Listed Companies; 

B. Other than Right Issuance by Listed Companies; and  

C. Employee Stock Option Schemes. 
 

Comments/input/queries can be emailed at the following address: capitalissuefeedback@secp.gov.pk. 

1. Reasons triggering regulatory amendments: 
 

A. In case of right issues: 

a) It has been observed that in Pakistan the right issue sizes are unusually high to the extent of 

~1000% with minimal and incomplete risk disclosures that are insufficient to enable the investors 

to take informed decisions; and 

b) Right issue once announced cannot be cancelled, withdrawn, varied or postponed. In case the 

issue is not subscribed, underwriters fail to subscribe the unsubscribed portion and Board fails to 

allot the shares, then there is no remedy available in the regulatory framework and apparently, it 

remains open for an unlimited period of time. 
 

B. In case of other than right issues 

a) Regarding issuance of further capital by way of other than right for non-cash consideration, the 

contents of valuation reports do not provide sufficient details/clarity about the value of non-cash 

asset under consideration. 
 

C. In case of Employee Stock Option Scheme (ESOS) 

a) Subsequent to the insertion of section 83 A (specifically dealing with employee stock option 

schemes (ESOS), now the companies are at a liberty to announce ESOS in line with the Articles of 

Association & with consent of shareholders. However, there is no clarity in law pertaining to 

validity period of the special resolution for the ESOS as well as there are no limits on Entitlement 

Pool per year and through the life of ESOS.  

 

2. Global Study: 

A. Study of different jurisdictions with respect to right issue requirements and prevailing mechanisms has 

been conducted by the department. Comparative analysis of different jurisdictions is tabulated below. 

   India  Malaysia Thailand Singapore Pakistan 
(Existing) 

Approval required BODs, Stock 

Exchange 

BODs, 

shareholders, 
Bursa Malaysia 

BODs, 

Securities & 
Exchange 
Commission 
Thailand, 
Shareholders 

BODs, 

Singapore 
Exchange 
Securities 
Trading Limited, 
Shareholders 

BODs. 

Underwriting Optional Optional Optional Optional Mandatory 
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   India  Malaysia Thailand Singapore Pakistan 
(Existing) 

Renounceable Yes Yes Yes Yes No 

Trading of LORs Allowed Allowed Does not 

Exist 

Allowed Allowed 

Minimum Level of 
Subscription – MLS 

Yes, 90% of 
Issue Size 

Yes, set by the 
BOD and 

disclosed 

Does not 
Exist 

Does not Exist Does Not 
Exist 

Late Refund Penalty 15% p.a; if 
refund is 

delayed by 
15 days 

Does not Exist Does not 
Exist 

Does not Exist Does Not 
Exist 

Thresholds w.r.t 
Size of RI requiring 
enhanced 
disclosure 

Above Rs. 50 
Crore 

More than 
10% of paid-up 
capital 

Does not 
Exist 

Does not Exist Does Not 
Exist 

Pricing of RI Shall not be 
less than 
face value 

Shall not be 
more than 
10% discount 
to weighted 
avg. market 
price of shares 
for 5 market 
days before 

the price-fixing 
date 

Does not 
Exist 

Does not Exist Can be 
issued at 
discount 
or 
premium 
to the face 
value or at 
par. 

Appointment of 

Consultant/Lead 
Manager 

Mandatory Mandatory   Not 

Required 

Timelines in days – 

details of timelines 
included at para 2.2 of 
the concept note 

~500 ~167 ~124 ~125 ~84 

 

B. Globally, disclosure-based regime is being adopted for right issuance that includes, preparation of 

offering document containing enhanced disclosures; seeking public comments; seeking comments of 

the Apex and Front-line regulator; publishing final offering document after incorporating the 

comments, leading to completion of right issuance process. 

 

3. Proposed further issue of shares regime in line with global practices: 

In order to bring further issue of capital regime in line with global practices and to overcome the problems 

mentioned at point 2 above, the following has been proposed: 
 

A. Right issues by Listed Companies: 

In case of right issues, the following new concepts are proposed to be introduced: 

a) Minimum threshold in terms of amount and percentage w.r.t size of right issue;  

b) Disclosure-based right issue regime in line with the international best practices; and 

c) Additional requirement – irrespective of issue size. 

1. Minimum level of subscription (MLS);   

2. ‘Applications Supported by Blocked Accounts’ (ASBA) concept; and 

3. Enhanced disclosures, exit opportunity mechanism and responsibility of underwriter. 
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a) Minimum threshold 

 

Following minimum thresholds are being considered in line with global disclosure-based regime to 

enhance transparency and symmetric information dissemination.  

i). Where right issue proceeds by a listed company are less than Rs. 500 million or 50% of the 

paid-up capital of a listed issuer whichever is lower, cumulatively during a financial or a 

calendar year, the prevailing disclosure-based regime will be followed with the additional 

requirement of placing Schedule I on PSX’s and Company’s website along with dispatching it 

to the shareholders with offer letter.  

ii). Where right issue proceeds by a listed company exceeds Rs. 500 million or 50% of the paid-up 

capital of a listed issuer whichever is lower, cumulatively during a financial or a calendar year, 

the disclosure-based regime as mentioned at para (b) below will be followed. 

 

b) Disclosure-based Regime process to be followed where right issue proceeds exceed Rs. 500 

million or 50% of the paid-up capital of a listed issuer 

 

i). The Company shall prepare and its Board shall approve the draft offer document in easily 

understandable English and Urdu language. 

ii). The Offer document shall contain all material disclosures, as referred to in Schedule I of the 

concept note, which are true and adequate and enable the applicants to take an informed 

investment decision. 

iii). The draft offer document shall be submitted to PSX & the Commission within 60 days of the 

date of announcement. It shall simultaneously be placed by the listed company on PSX‘s and 

Company’s website.  The public can submit its comments within 7 days of placement.  

iv). PSX and the Commission shall, within 15 working days of the filing of draft offer document, 

share their observations and changes with the company, if any. 

v). The board shall ensure that draft offer document is updated in light of the public comments, 

PSX’s and the Commission’s comments/observations, and shall submit final offer letter to PSX 

within 30 working days from the date of comments/observations, whichever is later. 

Simultaneously, the Board shall also disclose in tabular form on PSX’s and Company’s website 

as per the specified format, all the comments received along with the explanations as to how 

they are addressed. 

vi). The final offer document shall be placed on PSX website along with book closure dates, and 

relevant right issuance timelines in accordance with Section 83 of the Act.  

vii). No Company shall issue right exceeding the above referred threshold if the issuer, its sponsor, 

promoter, substantial shareholder and directors have overdues or defaults irrespective of the 

amount appearing in the report obtained from Credit Information Bureau, except for the 

case(s) where purpose of the right issue is repayment of the respective overdues/defaults.  

viii). The sponsors shall retain their entire shareholding for one year or till project completion 

whichever is later. 

ix). The Statutory Auditor shall monitor the proceed utilization till 95% of the proceeds are utilized 

in the manner referred to in the final offer letter, and shall submit quarterly report to the 

issuer. The issuer will include the report, along with its comments, if any, in its quarterly 

financial statements.  
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c) Additional requirement – irrespective of issue size: 

 

1. Concept of Minimum Level of Subscription (MLS) – irrespective of size of the issue: 

i). ‘Minimum level of subscription’ (MLS) is the amount of proceeds that must be received and is 

disclosed to the market at the time of announcement of right issue by the Board.  

ii). Process to be followed is as follows: 

• The Board shall decide the MLS, but this shall not be less than 90% of the right issue size, 

and accordingly disclose it to the members, the Commission and PSX at the time of 

announcement;  

• The directors/substantial shareholders undertake in writing that they will subscribe the 

right shares to be offered to them as per their right entitlement to the extent of MLS; 

• The public portion of MLS shall be underwritten not being associated companies or 

associated undertakings; 

• Right entitlement letter will be traded on PSX, risk and rewards shall be sole liability of the 

investors.  

 

2. Introduction of optional concept of ‘Applications supported by Blocked Accounts’ 

 

i). “Application Supported by Blocked amount” (ASBA) means an application for subscribing to a 

rights issue, where money is blocked in the subscriber’s respective bank account.  

ii). The Board of the issuer shall disclose in its resolution provision or otherwise of ASBA facility 

for right issue. 

iii). The issuer or banker to the issue in case of ASBA, on receipt of instructions from the subscriber, 

immediately block the subscription money in respective account of the subscriber; 

iv). In case of subscribers other than ASBA, if the company fails to refund the subscription amount 

within 15 days, it shall be liable to pay penalty of 15% per annum to the applicant along with 

the subscription amount. 

 

3. Enhanced Disclosures, Exit Opportunity, responsibility of the Underwriter etc.: 

 

i). The issuer will make enhanced disclosure (Schedule-I of the concept note). 

ii). A listed issuer shall not be eligible to make right issue if it is placed on PSX’s defaulter counter. 

iii). A listed issuer shall not be eligible to make right issue if it is not cooperating in an investigation 

or inspection ordered by the Commission. 

iv). Subject to compliance with the requirement of Section 82 of the Act, a company may issue 

right shares at a discount to face value provided that 

• The issue is underwritten in the form and manner as stated above; and 

• Disclosure based regime is to be followed depending upon the size of the issue. 

v). If the whole or any part of the shares offered by the issuer is declined or is not subscribed, the 

directors may allot such shares in such manner as they may deem fit within a period of thirty 

days from the close of the offer or within such extended time not exceeding thirty day with 

the approval of the Commission.  

vi). Even during the extended time, if the board of directors fails to allot shares or the underwriters 

fail to take up the unsubscribed portion, in such cases, the underwriter will be barred for 3 

years from underwriting any issue of any listed issuer. 

vii). The listed Issuer shall not, at any time change or deviate from the purpose of utilization of 

proceeds of the right issue earlier disclosed to the members through Schedule I; 
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viii). In exceptional circumstances, the issuer may change the purpose of proceeds’ utilization 

subject to passing of special resolution and offering an exit opportunity to dissenting 

shareholders who have not agreed to the change in utilization of proceeds. 

ix). The mechanism for an exit offer opportunity shall be as under:  

• EOGM notice in respect of any change in the purpose of proceeds utilization of the issue 

as disclosed in the offer document shall be given along with draft special resolution as 

required under the provisions of the Act.  

• Subject to approval of special resolution as defined in the Act, the shareholders who have 

dissented against the special resolution and conveyed their dissent to the company 

secretary under intimation to PSX, shall be provided an opportunity to exit; 

• During the exit opportunity, shares shall be purchased by sponsors of the issuer; 

• Purchase price per share shall be average of the market price from the last date of payment 

against right issuance and the market price of the shares of the company at the date of 

passing of special resolution; and 

• The exit offer shall be executed by the sponsors with in a period of thirty (30) days from 

the date of passing of special resolution. 

 

B. Other than Right issues by Listed Companies for consideration other than cash   

In addition to existing conditions as mentioned in the Regulations, the following are being proposed: 

 

a) The valuation process: 

The valuation process is further refined in order to enhance transparency through inclusion of 

following: 

i. The valuers must be registered as per requirements of regulation 8A & 8B of the Regulations; 

ii. The Company shall publish details of the non-cash asset(s), and underlying transaction through 

advertisement in widely circulated English and Urdu newspapers, clearly mentioning the fact 

that: 

• After issuance of shares, the title of the assets will be transferred in the name of the issuer  

• Claims/observations, if any, must be submitted to the statutory auditors of the issuer within 

seven (7) days of the date of advertisement 

iii. Unless the claims/observations are settled, the application of other than right issue cannot be 

processed. 

iv. The Company shall intimate the Commission listing details of claims/objection received, if any, 

once settled. It shall be verified through its statutory auditor along with an affidavit that the 

information is correct to the best of their knowledge; 

v. The non-cash assets shall be transferred in the name of the issuer within 90 days of the date of 

approval of the Commission or within such extended time as the Commission may allow; 

vi. The shares shall be issued only in the book entry form within 90 days from the date of approval 

of the Commission or within such extended time as the Commission may allow; 

vii. The issuer shall intimate the Commission and the securities exchange about issuance of the 

shares within seven days of the issuance; 

viii. The sponsors shall retain their entire shareholding for at least twelve months; and at least 

twenty five percent of their shareholding for next two years; 

ix. The persons other than sponsors shall retain their shareholding as follows; 

• For a period of one year, in case such shareholding is not more than 10% of the issuer’s 

respective paid up share capital; 
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• For a period of two years, in case such shareholding is above 10% but not more than 25% 

of the issuer’s respective paid up share capital; and 

• For a period of three years, in case such shareholding is above 25% of the issuer’s respective 

paid up share capital. 

Provided that the conditions (vii) and (viii) shall not be applicable in case where offer price 

is at premium to the market price of the share of the Company and free float of the issuing 

company is less than 10% of its listed capital before issuance of shares under consideration. 

x. The person(s) to whom share are being issued shall not have overdues or defaults irrespective 

of the amount appearing in the report obtained from Credit Information Bureau. 

 

b) Contents of valuation report: 

i. In case the shares of a listed company are being issued against tangible assets including 

properties, building, Plant, equipment, machinery etc. separate valuation of each asset is 

proposed, valuation should at-least include: 

• Affidavit/undertaking from valuer about physical existence of asset; 

• In case of land and building:  

o purchase date and historical transfer of property along with the value for which 

transferred during last 3 years; 

o comparison of at least 3 comparable properties, justification/reasons why they are 

considered comparable; 

o confirmation by requisite land authority; 

o they are free from encumbrances. 

• In case of plant, equipment machinery:   

o purchase date and historical transfer of plant, equipment, machinery along with the 

value for which transferred during last 3 years; 

o repair/maintenance cost incurred till date by the owner; 

o in case plant is bought from a foreign supplier,  

✓ name of the purchaser along with payment evidence; 

✓ the date when the payment for purchase of plant etc. was made;  

✓ the date when it reached in the country; reasons of time lag, if any, in the 

purchase payment and arrival date; 

✓ requisite formal approvals from other regulatory bodies, if any. 

o initial useful life, remaining useful life, in case initial useful life estimate has been 

revised (detail and reason of such revision). 

• In case the shares of a listed company are being issued against intangible assets or services, 

separate valuation of each asset is required, valuation should include: 

o The methodology used and justification for the same; and 

o Verification of the title in the name of the company. 

 

C. In case of ESOS 

In case of ESOS, the company shall, in addition to existing compliances with the conditions already 

specified in the Regulations shall ensure compliance with the following: 

i). ESOS by the issuer has to be announced within six months of passing of special resolution, and 

in case of failure to do so, fresh resolution will be required; and 
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ii). The total number of shares that can be issued under an ESOS (Entitlement Pool) shall not 

exceed 10% of the enhanced paid-up capital in a year and 25% at any point in time throughout 

the tenure of the ESOS. 

 

4. Impact of our proposals on the capital issue regime: 

 

A. Positive Impact: 

a) Enhanced disclosure: Globally, the regulatory regime has shifted towards a disclosure-based 

regulation, where companies are required to disclose all the material and relevant information 

related to the particular issue of securities. In Malaysia, enhanced disclosure regime is applicable 

on the right issue size exceeding 10% of the paid-up capital of the issuer whereas in India, it is fifty 

crore rupees or more.  

b) Informed decisions: A disclosure-based regime would allow the investors to make informed 

decision regarding their investment in listed companies. Currently, the information provided to 

the prospective investors is insufficient to help them make an informed decision.  

c) Effective utilization of proceeds: Statutory auditor’s responsibility of acting as monitoring agent till 

95% of the issue proceeds are utilized would ensure that issue proceeds are effectively utilized and 

accounted for in the books of the issuer.  

 

B. Adverse Impact: 

a) Time lag between announcement by the board and the placement of final offer document on the 

PSX /company’s website in case of the right issuance exceeding the specified threshold will 

increase completion time of right issue by 60-70 days, as compared to the time line of 

approximately 84 days being applicable in case of right issuance. 
























