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SECP notifies draft regulatory framework for issuance of CDS for public

consultation

ISLAMABAD, June 24: The Securities and Exchange Commission of Pakistan
(SECP) has notified draft regulatory framework for ‘issuance of Convertible Debt

Securities (CDS) by way of right offer', for public consultation.

Regulatory framework provides mechanics through which listed companies can

raise funds from existing members in the form of convertible debt.

Currently, convertible debt is being issued either by public offerings or by private
placements. Under proposed framework, listed companies would be able to raise

convertible debt from existing shareholders.

Proposed product would enable companies to finance projects in timely and cost-
effective manner through existing members and may reduce reliance on other
financial institutions and investors. For shareholders, it would provide an additional
investment avenue and allow them to earn, while retaining the option to convert

debt instrument/sukuk into share capital.

Board of directors would be able to issue CDS among existing members in
proportion to number of shares held at specific cutoff date, through a term

sheet/letter of offer. For this, SECP’s approval would not be required.

In line with disclosure-based regime, letter of offer would be placed on Pakistan
Stock Exchange (PSX) website for seeking comments from the public and the

regulators, if any. Members not interested to subscribe can trade letter of offer at
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PSX. If 80% of the issue size is not subscribed and issuer does not have any

alternate financing arrangement, right offer would be cancelled.

Convertible debt securities through right offer is prevalent in multiple jurisdictions
and is considered an effective instrument in terms of time and cost compared to

other financing modes.

Process flow for issuance of CDS through right is covered in detailed in draft
regulatory framework and concept note available at SECP’s website, at

https://www.secp.gov.pk/document/notification-draft-issuance-of-convertible-debt-

securities-through-right-offer-requlations-
2022/?wpdmdl=44873&refresh=62b5a8ab8014f1656072363. For better

understating, a concept paper on subject framework has also been issued, available

at https://www.secp.gov.pk/document/concept-paper-issuance-of-convertible-debt-

securities-through-right-
offer/?wpdmdl=44872&refresh=62b5a8ab7e7791656072363.

Stakeholders can provide their comments on draft regulatory framework by July 8,
2022 at cdsfeedback@secp.gov.pk.
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