QIP dlsclokures
may expand

Sebi wants to monitor end-use of proceeds
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THE SECURITIES AND Exch-
ange Board of India (Sebi)
may expand the disclosure
requirements on end-use of
proceeds for qualified institu-
tional placements (QIPs),
said two people familiar with
the matter.

At present, issuers seeking
the approval of shareholders
for a QIP simply provide a
broad bucket of the QIP
objectswhen theypassareso-
lution for the placement.

For instance, a company
could say that it intends to
maintain sufficient liquidity
and use the net proceeds of
the QIP for general corporate
purposes.This could includea
wide range of activities such

i

as capital expenditure, long-
term working capital and refi-

nancing/repay ment/pre-pay- -

ment of borrowings.
“The objects given by.com-

panies opting for a QIP fund- .

raise are often opaque. Sebi
believes that additional dis-
closures might help bring in
more transparency and help
shareholders and investors
know where and how the
funds will be utilised,” said a
banker, adding that the dis-
cussions at Sebi’s end are at a
preliminary stage. ‘

Earlierthisyear,the capltal
markets regulator put.a cap
on the usage of IPO issue pro-
ceeds for unidentified future
acquisitions to 35% of the
total proceeds.
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not apply if the pioposed
acquisition = or = strategic
investment object has been
identified and suitable
disclosures about such
acquisitions or investments
are made in the offer docu-
ments.

According to the banker,
the disclosure requirements
for QIPs may not be as strin-
gent as that foran IPO. This is
because companies opting
for a QIP are already listed
and have to followa set of list-
ing and quarterly disclosure
requirements.

“Additional d1sclosures
may broaden the due-dili-
gence obligations of a mer-
chant banker or law firms. It
may also impact the QIP
timelines which is essentlally
a private placement and is
usually completed within 30-
45 days of appomtmgthe rel-
evant intermediaries,” said a
lawyer.

He added that akin to
IPOs, Sebi may mandate the
appointment of a monitoring
agency to bring in more
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accountability towards end-
use of QIP proceeds.

QIPs are typically used to
raise fresh capital for expan-
sion or to retire debt. Banks
often use it to shore up the
additional capital require-
ment, -

IPO issuers often give out
more granular details for util-
ising their proceeds under
different heads such as gen- -
erate corporate purposes,
retirement of debt, brand
building, advertising, strate-
gic investment, working cap-
ital, consultancy fees, contin-
gencies and investment in
subsidiaries and joint ven-
tures.

An IPO-bound company,
for instance, may divulge
details of the loans which
are to be retired from the
proceeds or reveal the
capex requirements by speci-
fying the quantity and quota-
tion details of the raw mater-
ial or machinery that is
sought tobe funded fora par-
ticular project via the pro-
ceeds.




