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17 December 2015

Ms Richa G Agarwal,
Deputy General Manager
Investment Management Department
Division of Funds I
Securities and Exchange Board of India
SEBI Bhavan, Plot No. C4-A,
"G" Block, Bandra Kurla Complex,
Bandra (East), Mumbai - 400 051
Via Email to ebp@sebi.gov.in
Dear Madam,
Re: Comments on guidelines for Primary offering through private placement on electronic book
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AIWMI and CCRA Community appreciate the opportunity to comment on the Consultation paper on Primary market
debt offering through private placement on electronic book.
Executive Summary:
We applaud Securities and Exchange Board of India (SEBI) for its attempt to define and lay framework for the Primary
market debt offering through private placement on electronic book.
The comments below represent the views of members drawn from different categories of practitioners, including Credit
Strategists, Credit Managers, Loan Syndication and Trading Members, Debt asset managers, Treasury managers,
Investors, Banking professionals, Rating analysts and academics.
The comments are a result of discussions conducted by the members of advocacy committee of CCRA Global
Community, and do not represent the views of any one individual or section of the industry.
We have endeavored to address some of your proposals in the table below, specifically in cases where we think it
would help Issuers, market or regulator to meet the spirit of the guidelines and foster transparency in the system.
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The Association of International Wealth Management of India (AIWMI) is a not-for-profit organization and a globally recognized
membership association for finance professionals with affiliates in around 40 countries. AIWMI primarily focuses on the broad and
strategic role of developing a more robust and forward-looking training infrastructure for the financial services sector and to promote
more active industry involvement and collaboration in training and continuing education. AIWMI is offering advanced international
certification programs along with a wide variety of high-quality executive education programs. AIWMI programs combine state-of-theart knowledge and skills with practical experience and insights into the functioning of the financial sector. All AIWMI courses and
educational events have an intense and pragmatic curriculum. Participants are exposed to the latest developments within the
financial services sector. AIWMI plays a key role in guiding the development of the financial services sector. AIWMI works with key
industry participants’ viz. the Government, the Regulators, the Industries/Associations, the Corporate, the Media and the General
Public to achieve its objectives. Besides enhancing technical competence and professionalism in the industry, AIWMI organizes
events and facilitates discussions to promote best practices in leadership and talent development in the financial sector with an aim to
become Asia’s premier center of excellence for financial education. For more info visit www.aiwmindia.com or www.aiwm.org
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The Certified Credit Research Analyst (CCRA) is a comprehensive global education program designed to give an expert level
understanding of Banking and credit markets to fresh graduates. It integrates the fundamentals of financial analysis, credit and Loan
analysis, rating methodologies, credit strategy and structuring. It offers the tools a candidate needs to occupy key positions in the
world of finance, private banking, credit ratings and fixed income domain. The program is offered by AIWMI and NISM (National
Institute of Securities Market, A SEBI Body) in India.
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General comments/Observations
Name of the Entity:
Certified Credit Research Analyst (CCRA) Global Community and Association of International Wealth
Management of India
S No.

Pertains to Point No

Proposed/Suggested
Changes

Rationale

3.2.1


The Bond market has been in existence
in India for almost decades and if we
decide to keep the option alternate, it
may remain nascent. The said platform
has to be mandatory for all listed
companies who wishes to raise debt or
for all companies who wishes to list the
debt security. This will not only raise the
size of issuance, minimize cost and
create more transparency in the market.



If the aim is to bring more transparency
in the private placement process and
enable effective price discovery
mechanism, we shouldn’t restrict it or be
very specific on what kind of debt they
can issue on this platform, it should be
any form of debt securities vs. just NCD.

Consider a lower
threshold of Rs. 100
crores instead of Rs.
500 crores to cover
more borrower base.



The threshold of INR 500 crores is very
high and only might be applicable for top
borrowers. The lower the limit, the more
the acceptability and wider the net of
borrowers who are covered.

Specify that the limit of
the threshold i.e. INR
100 or 500 crore is per
year and not per
issuance i.e. if total
issuance done in a year
exceeds INR 100 Cr,
EBP should be used.



If we decide to have a limit of INR 500
crores per bond issuance, most
corporates would resort to issuing bonds
in lower lot sizes, like 50, 100 or 200
3
crores . This will have lot of nonbenchmark size bond issues in the
market, which are difficult to be included
in the index and also difficult to trade due
to lack of liquidity and appropriate price
discovery mechanism.



Ideally, anyone who intends to issue
more than INR 100 crores or 500 crores
as the case may be should be mandated

To begin with, the
electronic book may be
provided as an
alternative to the existing
mechanism.

1.

All Debt instruments
which are proposed to
be listed should be
made mandatory to use
EBP route.

Subsequently, based on
the performance/
acceptability of such a
book , this could be
made mandatory for all
issuers for issuance of
privately placed NonConvertible Debentures
(NCDs), which are
proposed to be listed or ;

2.

SEBI can also consider
mandating all existing
listed companies to use
EBP route which would
make it clearer.

3.

The words Nonconvertible debentures
should be replaced with
any debt instrument or
security i.e. including
convertible, FCCB, CP,
Securitized, Preference
shares etc.

To make electronic book
mandatory for all private
placement issues having
a threshold of Rs. 500Rs 1,000 crores in terms
of amount being raised.

4.

5.

3.2.2

3

http://www.adb.org/sites/default/files/publication/28497/wp22-india-bond-market.pdf
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to use the EBP.

3.3

In order to enable issuers 6.
to use electronic book for
private placement of
corporate bonds, which
are subsequently
proposed to be listed, it is
proposed to create a
platform for creation of
electronic book, which
would be provided by
entity to be called as
“Electronic Book
Provider” (EBP).

SEBI could consider
changing the name to
Primary Debt Book
Building Platform
(DBBP) or Electronic
Private placement
Platform (EPPP).



If the ultimate aim of this platform is to
serve debt securities, it would resonate
more with the stakeholders, if one of the
suggested alternate name is used. Just
using EBP doesn’t provide any insight on
what securities are being facilitated on
the platform unless the intention is to
allow other types of asset classes also
on the same platform.

Recognized Exchange
shouldn’t be allowed to
act as an EBP to avoid
moral hazard, market
abuse and capitalism.



Regulating the proposed EBP is fine and
is required; however, if we concentrate
too many functions on existing market
intermediaries, it would become too big
to fail and would pose systemic risk.



Having an exchange or a depository
work on EBP is kind of creating and
promoting oligopoly (monopoly) to a
large extent. While from a regulatory
perspective one can argue that it’s easier
to monitor two institutions vs. many, but
this will only create more complex
structures, inter-dependability, heavy
reliance on the business
continuity/disaster recovery of such
institutions.



This can potentially also lead to market
abuse by such institutions due to their
over-extensive reach with existing
issuers, who may feel compelled to
choose an exchange vs. other players to
avoid risking their existing equity
relationships with the said party. The
exchange is fundamentally conflicted to
have such process in itself and should
not be allowed to become EBP.



If the said platform is only meant to
provide technological support to the
whole private placement, we should
allow people who are good at technology
to also be part of the same. In order to
facilitate and foster competition, we
should allow new players and fresh
thinking to come in and develop the
market which is long over -due. The net

3.6.1
3.6 Eligibility criteria as
EBP : It is proposed that
the following would be
eligible to act as EBP:3.6.1 Regulated market
infrastructure institutions
such as recognized stock
exchange(s) /
depositories and

7.

3.6.2
3.6.2 Category I
Merchant Bankers
(having minimum net
worth of Rs. 100 crores).

8.

Other eligible players
from Technology side
should be allowed. The
criteria of minimum net
worth of 100 crore is
too restrictive and
should be lowered
down or staggered.
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9.

The Merchant Banker
who is acting as EBP
shouldn’t be allowed to
run as a Merchant
Banker for the said
issue to avoid inherent
conflict.

worth requirement might prove restrictive
in such cases.


If the Merchant Banker acting as EBP
and acting as an advisor to the issuer are
same, it would be lead to bundled
offering by the merchant bankers to
issuers and would defeat the whole
purpose of transparency and
independence.

10. EBP should be asked to
disclose the
consolidated or
aggregate overall
volume data
(anonymous basis) to
general public for more
analysis, scrutiny and
greater transparency.



It would be helpful for the investor,
banking and Academic community to
know the amount of oversubscription,
total bids received, ratings etc, to gauge
the general investor comfort and market
signals.



The EBP should also allow Feeds to
other databases or get the same from
existing corporate bond database and
trading platforms allowing investors to
get complete picture of the said issuer.

f) EBP should have
policies and procedures
to address potential
conflicts which may arise
among issuer(s), bidders
and EBP.

11. All conflicts of interest
should be disclosed to
investors irrespective
of whether the policy is
addressing or
applicable or not.



Let investors decide on what conflicts are
important or impacts their investment
decisions. The disclosure should be
mandatory irrespective of materiality.

g) In order to enhance
transparency, self
bidding by EBP (or
proprietary bidding) may
not be allowed. However,
if safeguards such as
bidding on arms-length
basis is there , then such
bidding and subsequent
disclosure of same may
be considered.

12. Self-bidding should be
prohibited to ensure
fairness and also to
maintain the perception
of fairness to investors.



Self-bidding should be prohibited to
ensure fairness, have more
independence and objectivity in EBP’s
decision and also to maintain the
perception of fairness to investors and
other involved stakeholders.



Risks include appropriateness of armslength and the potential to abuse the said
provision and unintended conflicts and
transparency issues.

3.7
3.7 Condition for acting
as a EBP: - The EBP
would provide services
through an electronic
book. Therefore, there is
a need for putting in
place criteria so as to
ensure high level of
service and prevention of
conflict of interest, if any,
and conditions to act as
EBP shall be as follows:d) EBP should own
electronic book website/
URL on which it
proposes to offer its
services.

3.7(f)

3.7(g)

13. If need to be allowed,
Self-bidding should be
restricted to say 5% of
the total issue size and
EBP should be
prohibited to provide
underwriting assurance
to the issuers.
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3.7(i)

i) Electronic book so
provided by EBP would
be subject to periodic
audit by Certified
Information Systems
Auditor (CISA).

14. Practicing Chartered
accountants with the
Diploma in information
systems Audit (DISAICAI) should also be
allowed to conduct
Audit for EBP. This
reports needs to be
submitted to SEBI on a
regular basis.



The Diploma in information systems
Audit (DISA) is currently being awarded
4
by ICAI to enable its members to
function more thoroughly in the systems
audit space and is being accepted very
widely for Audits in Banking, Insurance
and other arena’s. The same can be
included here as well.

3.8 Bidding framework of
the proposed electronic
Book :
a) The following
stakeholders may be
involved in the
mechanism:

15. Issuers should be
asked (optionally) to
provide a
preannounced issue
calendar which EBP
can market to investors
to increase certainty
about dates, needs etc.
The said functionality
should be available
from EBP.



Issuers should be asked to provide a
preannounced issue calendar which EBP
can market to investors to increase
5
certainty about dates, needs etc

16. There shouldn’t be any
v. Institutional Investors
minimum amount of the
(as defined in Regulation
institutional investors
106X(b) of SEBI (Issue of
to participate. As long
Capital and Disclosure
as the issuer size is
Requirements)
benchmark and there is
Regulations, 2009)- will
a demand for the credit,
be Category 2
all institutional money
Participants who can
will follow the bond.
enter bids on proprietary
basis provided that
minimum application or
bid value is Rs. 100 crore
or can participate through
an arranger.



The minimum limit of 100 crore would
defeat the purpose of having institutions
on the said platform and discover price
since the institutions are better informed
and researched. Also, for smaller
companies, flexibility should be given to
institutional investors to broaden the
investor base to pension funds, PF,
Insurance etc which have their own
minimum size of say 5 crores etc.

17. EBP should be asked to
disclose the
consolidated or
aggregate overall
volume data
(anonymous basis) to
general public for more
analysis, scrutiny and
greater transparency.



It would be helpful for the investor,
banking and Academic community to
know the amount of oversubscription,
total bids received, ratings etc, to gauge
the general investor comfort and market
signals.

3.8

i. Issuer
ii. Arranger, if any,
engaged by issuer
iii. Electronic Book
Provider (EBP)
3.8(a)

3.8(c)
c) The EBP shall provide
all bidding details to
centralized repository as
specified by SEBI and
the issuer shall provide
allotment details to such
repository.

4
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http://cit.icai.org/StaticPages/ISAPQC.html
http://www.imf.org/external/pubs/ft/wp/wp98173.pdf
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18. The said repository
should be linked to
existing
custodians/depository
and allowing linking to
the corporate bond
database already
maintained by them.
3.9
3.9 The salient features
of the proposed
electronic book:
iv. Provision for
maximum and/ or
minimum coupon beyond
which bids cannot be
entered. Similarly, there
should be provision for
maximum/minimum price
in case of re-issuances.
v. Bid details will include
application amount in
INR and coupon/ yield in
bps.

19. The bidding should be

asked in the form of
credit spreads over
treasury bonds to
enable forming of
appropriate credit curve
for the issuers and help
analytics to compare

the same across
markets and take faster
6
decisions. This is
followed across
international markets
as standard

convention.

20. Internationally, the
7
timeline of 0-12 weeks
vi. Minimum and
is common for most
maximum coupon/ yield
issues from the time
and in multiple of “x” bps.
they decide they want
money to the bank
vii. Display of bid details
credit. We can try and
on real time basis from
minimize the whole
lower yield to higher
fund raising process to
yield. Aggregate bid
enable faster and better
details with number of bid
transactions and
value at each yield point.
movement of money.
viii. Participant could be
allowed to enter multiple 21. The amount of Fees the
bids i.e. single participant
EBP would charge to
can enter more than one
the issuer is not
bid
provided in guidelines.
While we may safely
assume that it would be
a market function but
ideally it would be apt
to give an upper limit
like say 5bps.

Asking participants to bid with
international convention would bring us
closer to the best practices in bond
markets and also ease other
international traders to work in local
markets.
The EBP should link (external) the issuer
with corporate bond database provided
by existing players to provide investors
with a complete view of other existing
instruments for the said issuers.
The real time display of bids along with
allowing multiple bids from single user
would lead to speculations and bidders
trying to maximize the spread on the said
issue.

22. The participants should
be allowed to put in
more than one bid but
at a single point in time.
Any additional bid
6
7

http://www.oecd.org/finance/financial-markets/43002712.pdf
https://www.treasurers.org/ACTmedia/ITC%20CMF%20US%20bond%20issuance.pdf
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should be revising the
old bid.
23. Non-compliance issues
are not dealt with here.
If the EBP conditions
are not met, what are
the penal provisions or
escalation mechanisms
should be provided for.

Closing Remarks
SEBI has taken an important step in formulating the guidelines for Primary market debt offering through private
placement on electronic book. CCRA global community and AIWMI appreciate the kind opportunity to comment on
these proposed changes.
We hope that SEBI finds the comments useful in analysing/deciding the proposals/framework. AIWMI and CCRA
Global Community will be happy to provide deeper analysis on any of the issues discussed in this comment letter. We
would be very keen to engage further with SEBI via in person meetings or otherwise to present our views.
If you have any further questions or seek clarification, please do not hesitate to contact Biharilal Deora at +91 99308
37335 or Biharilal@aiwmindia.com or Biharilal.deora@gmail.com
Sincerely yours,
Biharilal Deora CFA, FCA, CFP, CIWM, CIPM
Principal Advisor – AIWMI
CCRA Global Community, India
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