Economic Laws

Module 4 - SEBI Regulations

LAW Capsule!

Initial Public Offer (IPO) Insider trading Takeover code
/ // //
/'/"_/
/// ® Meaning * definitions e open offer
4 e Eligibility * Restrictions regulations
e Book building process ® codes e Open offer
e Prevention process

as per SEBI regulations

= CMA

L first sale of shares by a company

to the public

allows a company to raise capital from public investors

|Regulafions related to IPO are under |

J

Securities Exchange Board of India ( Issue of Capital and Disclosure
Requirements) Regulations, 2018
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Eligibility of issuer

Conditions Set 1 - Entities not eligible to make an initial public offer |

An issuer shall not be eligible to make an initial public offer

i
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If the issuer, promoters, if the issuer or any if there are any
promoter group, of its promoters or outstanding convertible
directors, or selling directors securities or any rights
shareholders or of any | |
other company is a wilful | which allow any person
| defaulter |
are or an option to receive
debarred by SEBI Fraudulent equity shares of issuer
| borrower \I
from accessing the
. Unless they are
capital market
converted before IPO

Conditions Set 2 - General Conditions

An issuer making an initial public offer shall

@ make an nter into an @ securities @lall i’rs| existing

application to agreement held by
| | | partly paid - up

one or more with a depository the promoters equity shares

recognised stock I |

exchanges T -
I for dematerialisation are have either
To seek an of the securities dematerialised been
in - principle approval |
. for listing already issued fully ' forfelfed
and proposed to paid - up
=Y, be issued
_—
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¥BCCA

CMA
Bhavya




Economic Laws

@ @ made firm arrangements
of finance through

verifiable means

general corporate

purposes
| of 75% of the stated

I must not exceed | means of finance

|

accruals

through IPO

LAW Capsude!™

| Conditions Set 3 - Monetary Conditions

An issuer shall be eligible to make an initial public offer only if

net tfangible average Net worth Change in name in
assets operating profit the last one year
At least ¥ 3 crores At least 215 crores At least 21 crore At least 50% of
revenue
in each of the during the preceding in each of the |
preceding 3 full years 3 years preceding 3 full | in preceding year l
years |

out of which
must be from new

not more than 50% is
held in monetary assets name activity

excess must be An issue not satisfying the above monetary conditions can
inyits business or project still go for IPO through -
‘/,’ e book building process &
/ e must a lot 75% of net offer to QIBs
?
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b | Promoters contribution post IPO |

| Should be a minimum of 20% of post issue capital |

| Lock-in period for |

AN
|
3 years 1 year

l Parties who must be part of IPO |
I

Merchant SEBI Registered Syndicate
bankers Intermediaries members
| | Bankers Compliance
i officer
|wi+h at least one | e  stock brokers fo issue

| e Underwriters

Lead merchant
banker

4|- used fo determine the price of an IPO |

t T

| based on the demand from investors |

e price is not fixed initially

e Price band or range is specified ( minimum price - floor price)
e in red Herring prospectus
e Investors can bid within the range

e final price is determined based on the demand of bids received

Final price and floor price > face value

Issue price is > 2 500 - face value can be < 210 but should be > 2 1
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Allocation of net offer

Under book building

in normal course

Under book building
in specific case

Other than book
building

> 35% to retail individual

investors

< 10% to retail individual

investors

e minimum 30% to

LAW Capsule!

retail individual

> 15% to non-institutional

investors

< 15% to non-institutional

investors

investors

e Remaining to other

< 50% to qualified institutional
buyers (QIBs) 5% of which to

mutual funds

2 75% to qualified institutional
buyers (QIBs) 5% of which to

mutual funds

applicants

Up to 60% of the allocation for QIB may be given to anchor investors

Insider trading

Regulations related to insider trading are under |

J

Securities Exchange Board of India ( Prohibition of Insider Trading)

Regulations, 2015

| Insider trading |7
(

r malpractice of selling
or buying securities

insider dealing

/ Connected person
Insider

by the insiders of
a company

Anyone with access of UPSI
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! Connected person !— anyone who has been | by following reasons

associated with

« CO"‘P“"Y/ e frequent communicatior

with officers

| in the past 6 mon’rhsl e Contractual, or

employment relation

\ e mergers, demergers, acquisitions
e
_

e Director, officer or

LAW Capsule!

,etc.

That allows such employee, efc.
Deemed to be person access to UPSI
connected persons
Relative of ® holding Members of board, Banker of
connected ® Associate officials or employees company
persons e subsidiary / \
PFI ARC Stock Mutual
exchange fund
Relative
® spouse Unpublished price sensitive information
e Parent

e Parent of spouse

e Sibling & Sibling of spouse - (*)
e Child & child of spouse - (**)

e spouse of (*) & (**)

Includes

¥

Information relating to a

company or its securities

| Not generally available|

I Likely to affect the price of securities |

| e financial results

e dividends
® Change in capital structure

e Changes in KMP
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| Restrictions on Communication and Trading by Insiders

\| Allow access to UPSI| |

<
\ Shall not communicate or|
Insider _\__| To any person | ;
<
-

Except for “legitimate purposes”

BOD of listed company of in “Code of Fair Disclosure
shall make a policy and Conduct”
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