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MARKET GUIDANCE FOR THE ISSUE OF SECURITIES

The following guidclincs are provided to aid the process of

issuing securities to the public. These guidelines will be
used in all Initial Public Offers (IPOs) as well as Additional
Listings in which case the details will be varied as the case

may be.

Offer document submission requirements

(2)

Time frame

The circular of 5th December 2002, which was
distributed to all Licensed Dealing Members, the
Stock Exchange, Investment Advisers and Listed
Companies, refers. You are reminded that the
circular requires draft prospectuses or documents to
be submitted to the Commission at least 6 weeks
before the proposed date for the opening of an offer.
This does not mean that the Commission will take 6
weeks to process the application in each case. The
processing time may be more or less than 6 weeks
depending on how much review has to be done. It
will also depend to a great extent on the nature of the
document, the gravity of the issues raised, and how
quickly sponsors respond to issues that will be raised
during the process. In every case the Commission

will endeavour to act as quickly as possible.
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(b) Prospectus and supporting documents

An application for the approval of an offer document
shall be addressed to the Director-General of the
SEC. Every application for approval shall be
accompanied with two draft offer documents for
review and examination. After the review has been
completed, ten copies of the final draft offer
document shall be submitted for onward submission
to the members of the Approvals Committee.
Copies of the following documents should be
submitted with the draft prospectus/document:
= All resolutions passed by shareholders in
respect to the offer and the company
= Revaluation report on assets
= Share price valuation
= Company regulations
= Audited financial statements for the relevant
period
w Certificate of incorporation and
commencement of business
= Anescrow account agreement
= Any other documents that may have been
referenced in the prospectus as available for
inspection during the offer period or
= Any documents required for inspection by

the Commission.
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Review Process

The Commission will acknowledge receipt of a drafl

prospectus within five working days.

Itis important to note that the minimum processing period of
six-weeks shall be effective only when the Commission is
satisfied with the completeness on the face of it, of the draft
prospectus, and this shall be communicated to the lead
manager. It is therefore the duty of the lead manager to
ensure the completeness and accuracy of the prospectus
before submitting it to the Commission. The review
process itself, is to establish that the prospectus has been
prepared in accordance with the Securities and Exchange
Regulations, 2003 (L.I. 1728) and contains adequate
disclosure.

During the review the Commission will:

(1) schedule meetings with sponsor (and/or issuer) to
discuss issues that need to be discussed.

(i)  advise amendments to the timetable as may be

necessary in view of issues thatarise.

Responsibilities of the sponsor and issuer during the

examination and approval period

The sponsor/issuer will be required to co-operate fully with
the Commission during the process.
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Any new material information regarding the issue/issuer
that becomes available during the period (from the
submissionof the application to the SEC until the offer
closes) must be communicated to the SEC and incorporated
in the offer document. The Commission will treat any such
information that is not disclosed as material information
withheld. Appropriate sanctions will apply in the event of
such conduct.

The issuer may proceed on a publicity campaign during this
period with the sole intention of generating interest of the
investing public and to solicit commitments in the offer.

Launching and opening of the offer
The offer can be launched and declared open only after the

Commission's approval of the prospectus or offer document
has been given in writing. It is only then that the time-table
for the offer can be fixed and presented to the Commission
for approval. The prospectus should then be made available
to the public and investors can formally apply for the shares.

Where the issuer intends to use mini prospectuses, the
Commission needs to be informed about this. It should be
stated on the front cover that the Mini Prospectus should be
read in conjunction with the full prospectus. Full
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Prospectuses should be made available for inspection and
for applicants who wish to have them.

During the offer period the issuer can continue to advertise
or promote the issue to ensure success, but cannot introduce
any new information that is not already disclosed in the
prospectus or offer document without prior permission from
the Commission. Both manager and issuer however, have
an obligation to report to the Commission on any new
information that is material to the offer, and to do so in a
timely manner. Such new material information will be
disclosed to the public in the form of an addendum or by way
of a publication or any other mode of dissemination as the
SEC may direct. The Commission has the power to
invalidate the offer should the circumstances so warrant.

Use of the escrow account

The Commission requires the use of an escrow account for
the lodgement of all subscription monies for any public issue
of securities. A template for a typical escrow agreement is
available at the SEC for guidance. The following
procedures are to be followed in the use of an escrow
account.

(a) open an escrow account at a bank and submit the

Agreement to the SEC.

PN
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escrow accounts shall be non-interest bearing.

all subscription monies shall be paid difectly into the
escrow account.

the escrow account shall not be debited except as a
result of returned cheques, refund of
ovetsubsct iption monics, or the payment of the offer
amount to the issuer.

all refunds shall be paid out of the escrow account
that received the monies.

refunds shall be in the form of printed cheques (like
dividend warrants) payable to subscribers and may
be opened for cash onrequest.

a statement of account of the escrow account shall be
submitted to the Commission within 14 days after
the close of the offer.

a bank issuing shares to the public may not hold its

own escrow account.

During the period of refunding money to subscribers the

Commission shall be furnished with periodic (fortnightly)

reports on the status of the refund process.

Extension of the offer period

Sponsors of the offer may apply to the Commission for an

extension of the offer period. The following points should

guide such requests.




SECURITIES &8 EXCHANGE COMMISSION
oS

COMPLIANCE MMANUAL

(7)

FOR BROKER-DEALERS, INVESTMENT ADVISERS & REPRESENTATIVES

(a)

(b)
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(d)

problems that may affect the success of the offer
must be brought to the notice of the Commission
before the offer closes.

The Commission will consider applications for
extension on a case-by-case basis, especially in
situations where market dynamics may have created
a situation that might have affected the overall
response to an offer.

The sponsor/issuer is required to monitor the
progress of the offer and the market as a whole
during thc offer period, and this must be
demonstrated to the Commission. An application
for extension therefore should be made at least one
week before the close of the offer (and not after the
offer has closed), stating tangible reasons for the
request. The Commission has the discretion to
approve or decline the request.

The Commission will respond to an extension
request within 2 days of receipt of the request in

writing.

Report on the outcome of the offer

Regulation 33 (5) of the L.I. 1728 requires a person

performing the functions of an issuing house or a manager of

a public issue of securities to submit to the Commission, a

report on the offer. This report should be submitted within

P
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14 days (two weeks) after the close of the offer, and shall
mclude among others information on the offer such as:-

(a) total number of applications

(b) total subscription amount

(c) basis of allotment

(D amounlraised after allotments (if that is the case)

(e) list of the top twenty after the flotation

® distribution of the shares

(2) statistics of the allotment

Anyone who contravenes the provision of this regulation is
liable for the payment of a penalty of GH¢100 for each day
that the default subsists.

The fee for the examination and approval of a prospectus or

offer document shall be based on the amount realised for the

sharesissued. This fee should accompany the report.

The fees as set outin Schedule 2 of L.1. 1728 are as follows:-

(a) GH¢100 for any offer where the value is less than or
equal to GH¢100,000;

(b) 0.05% of the offer where the value of the offer is
greater than GH¢100,000.

Refund of money in the case of an unsuccessful issue

In the event that the minimum subscription is not attained,

monies must be returned to applicants immediately after the
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offer closes. The refund shall be made in accordance with
section 284 (4) of the Companies Act.

The lead manager/issuer shall cause a publication in a
newspaper of national circulation and announcements on
local 1adio stations on how and where subscribers are to
collect refunds.

Allotment

Under the Plan of Distribution in Schedule 5 of the L.I. 1728,
the offer document shall provide information on the
allotment policy, which will be adopted if applications

exceed the securities on offer.

The regulations do not make any provision for an allotment

period, especially in the event of over-subscription or where

the total applications for an issue far exceed expectations.

This has beén taken into consideration in preparing these

guidelines, and should be factored into the structure of the

offer time-table. The responsibilities of the manager of a

public issue of securities after the offer closes includes the

following:-

6) submitting a report pursuant to Regulation 33 (5)

(iii)  allotting the shares to successful applicants

(iv)  issuing and despatching certificates to successful
applicants
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) refunding excess monies

(vi)  commence trading in the shares

In the light of recent developments with the flotation of
IPOs, the Commission reminds managers that they must
ensute (Lat they keep (o the time-tables set out in offer

documents and the Commission will enforce same.

Refund of money — oversubscribed shares

In the event that the shares on offer are over-subscribed,
monies should be returned to applicants within ten (10) days
after the allotment of shares. Any refunds that are returned
after the deadline shall attract interest at the Bank of Ghana

Prime Rate.

The Commission hereby emphasises that proceeds from the
offer shall be held in the escrow account, and refunds shall
be made out of this account directly to subscribers. The
Commission shall consider refund as having been
despatched to subscribers where the following
conditions have been fulfilled:
(1) As set out in the offer prospectus

= using the stated mode of despatch

= by the stated date of despatch

s for the full refund amount (including the

correct computation of interest if that is the

case)
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= ifrefund has been sent out by registered mail
to individual subscribers, evidence of such

despatch should be made available.

(i)  If the refund is being effected through receiving
brokets, t(hen despatch shall be considered
concluded when the following are all in place

= brokers havereceivedalistof subscribers
and amount due to each

= brokers have received the full refund
amount, and

= the public has been informed of the
availability of refund monies at the
brokerage houses.

If refunds occur later than the date indicated in the

prospectus, then the SEC shall consider the process

complete only when the manager has notified subscribers of
the refund. Until the refund process is complete the

Commission will require periodic (weekly) reports on the

refund of excess subscription monies.

Dispatch of certificates and the commencement of

trading
All share certificates must be despatched at least one week

before trading can commence.
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1) mode of despatch of certificates shall be according to
the provisions of the prospectus

(i)  if despatch of certificates and/or excess monies
occurs later than the date indicated in the
prospectus, the manager for the flotation has an
obligation to inform applicants/subscribers of a new
time-table via a medium that is acceptable by the
SEC.
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