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CS Prakash K Pandya
Chairman
Dear Professional Colleagues,
Time has come for me to demit the August office of Chairman of ICSI-WIRC and for my colleagues in
the Executive Committtee. We Executive Committee members are rewinding the journey
particularly of this term so far. I am a part of this region from the day I joined ICSI as a student. I
consider it as a Privilege that the Regional Council of Western Region has unanimously entrusted the
position of Chairman for the year-2017 which is incidentally the entry of ICSI into its Golden jubilee
year.
The year 2017 was in deed a year of turning point for CS profession with ever so many opportunities
to the profession viz. NCLT, IBC, GST, RERA and many more. The year has also seen the Hon'ble Prime
Minister visiting our Institute, Hon'ble Vice President of India inaugurating our Centre for
Excellence at Hyderabad and many more. We have also adopted a new motto “Speak the Truth and
Abide by the Law” during this year and the list of achievements is long.
As a squirrel which played its role in the construction of the mighty bridge in Ramayan story, WIRC
also played its small role for the overall development of members and profession. With the united
approach from all the Regional Council members with the guidance of our Central Council Members
WIRC could march ahead peacefully as well as swiftly.
It gives me a sense of satisfaction that WIRC has achieved most of the decisions taken in the Chapter
Chairmen's meeting at start of 2017 and its review meeting during mid of the year. I take the liberty to
highlight some of the areas where we have made a remarkable impact.
Theme:
We started by adopting a theme “Instilling Governance through Integirty” and happy to inform that
the same has been followed through out the year in letter and spirit.
Professional Development Programmes for members:
It was understood from many members that the fees charged for the Professional Membership
scheme was slightly exorbitant and sufficient number of programs as per the scheme were not held.
The matter was discussed at the Executive committee meeting and the new economical scheme was
introduced taking into account all the cost factors and held number of professional programs and
seminars. We also introduced more half-day and workshops spanning over several half-days in a
week.
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Scheme on Small Drops of Water makes the mighty Ocean:
By virtue of being in the Regional Council for last 7 years I have seen and witnessed the significance
of CSBF (https://www.icsi.edu/csbf/Home.aspx) and its benefits offered to the members and their
relatives at the time of need. Understanding its need and importance we at WIRC has coined a
concept of Small Drops of Water makes the mighty Ocean whereby members are requested to make
contribution of atleast Re.1 per day and the same will be given to CSBF at the end of the year. The
scheme was inaugurated by CS Makarand Lele, Vice President, The ICSI and received reasonably
good response during the year.
Knowledge Centres at Mumbai:
Considering a lot of administrative work involved in running a Study Circle by our honarary
members, we decided to a new avtaar of Study Circles at Mumbai by the name Knowledge Centre
where administrative part (finance, accounts and audit) is taken care by ICSI-WIRO with the help of
co-ordinators of the Knowledge Centres. We have also increased PCH from 1 to 2 for those attending
Knowledge Centre by increasing its duration. I am thankful to CS Hitesh Kothari for his endeavour in
rolling this out and to Co-ordinators of Knowledge Centres in Mumbai area viz. Nariman Point, Dadar
(Co-oridnators CS Ragini Choksi, CS S. K. Jain and CS Milind Nirkhe), Andheri (Co-oridniators CS
Kaushik Jhaveri and CS Rajnikant Shah) and Borivali (CS Pratik Gala and CS Hardik Kothari) in
addition to the existing study circles at Ghatkopar (Convenors and Co-oridnators CS Meghna Shah
and CS Shweta Parwani) and Kandivali (Convenors and Co-ordinators CS Prashant Diwan, CS Deepak
Tanna and CS Sanjay Dholakia).
Revamping of e-FOCUS:
Efforts are being made to bring back the past glory for the WIRC e- newsletter FOCUS. Because of
huge printing costs and to move with the changing times of technology we have moved from physical
copy to e-news letter. We have tried to bring changes to the newsletter and to a large extent it was
released well in time. The most important thing to be noted here is we have ensured articles and
contribution from across the country. The news letter is sent by email to members and various
institutions across the country. It is also hosted at https://www.icsi.edu/wiro/eFocus.aspx
MSOP and training programmes:
MSOPs and training programmes were held frequently that in the year 2017 there were no backlogs.
MSOPs were held almost every month and at times twice in a month. I am happy to note that the
participants mix is not confined to Mumbai or the Western Region but from across the country. I am
thankful to al those members and others who have shared their experience with aspiring members,
MSOP students. The result of such selfless contribution of faculties is that the quality of MSOP at
WIRO, Mumbai is at par excellence (if not above) with some of the best MSOPs in the country.
Visit of many persons of eminence for WIRC Programmes:
This year has witnessed many eminent personalities attending the WIRC programmes. The list is
long, however, few names worth mentioning include Mr. Manohar Parikkar, Hon'ble Chief Minister
of Goa, Dr.M S Sahoo, Chairperson of Insolvency and Bankruptcy Board of India, Mr.Ashish Kumar
Chouhan, Managing Director, BSE etc.
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Meeting with Hon'ble Minister of Corporate Affairs, SEBI, NCLT Judges and IBA
In the month of March 2017, I had the privilege of meeting Shri Arjun Ram Meghwal, Hon'ble
Minister of Corporate Affairs (as he was then). During the meeting, I had the opportunity of
interacting with the Minister on various matters concerning the profession. Representation was
given to the Minister on various aspects relating to the profession. The Hon'ble Minister also listened
to all our views and assured to look into the representation given.
Alongwith the President ICSI, I had the privilege to meet Shri Ajay Tyagi soon after he took charge as
Chairman, SEBI. We also met Shri V. G. Kannan, Chief Executive of Indian Bank's Association. I also
had the privilege to meet Hon'ble members of National Company Law Tribunal from Mumbai,
Ahmedabad and Kolkata. In all these meetings, matters of our professional interest were deliberated.
Representation in pre-budget meeting to the Revenue Secretary, Ministry of Finance
Probably for the first time, ICSI-WIRC received an invite from the Revenue Secretary, Ministry of
Finance, Dr. Shri Hasmukh Adhia in a pre-budget meeting with professionals and industry at
Mumbai. I had provilege to present views of the ICSI-WIRC along with CS Hitesh Kothari in a meeting
with him.
Campus Placement
A Campus Placement was organized in WIRC for two days. An intensive training was given on the
first day giving guidance to the members on how to face the interview. On the second day placement
interviews were held. It gives the satisfaction that the members of ICSI got placed in prominent
organisations including NSE, IDBI etc.
Convocation:
A decentralized convocation is one suggestion we have given to the President and I am happy to
inform you that one of the two convocations was held in Ahmedabad breaking the tradition of
normally organizing at the Regional Headquarters. Moreover, this year all the convocation across the
country were held in Indian attire.
PCS Conference:
Vadodara Chapter took the initiative of organisng the PCS Conference which was attended from
Members from across the country. Many members who are in employment also attended the PCS
Conference.
Annual Regional Conference:
ARC-2017 was held in Goa has witnessed Women empowerment in a true sense. Goa is probably the
only chapter in the country having all the Management committee members as women. The
Conference was attended by members from across the country and opined that they had a good
professional takeaway from the conference. Mr. Manohar Parikkar, Hon'ble Chief Minister of Goa
graced the occasion as the Chief Guest.
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Chapters of ICSI-WIRC:
During the year, I could visit 15 out of 17 Chapters of the region. WIRC has organized Joint
programmes with almost all the Chapters. This has particularly benefitted the small Chapters whose
cost for the joint programmes were shared and the best of the resource persons were brought for the
conference.
WIRC could also revive the Dombivali Chapter after many years. Thanks to the local members for
their constant efforts to constantly after us to revive the same. I compliment them for the fruitful
efforts of theirs. We have now managing committee nominated by the President, ICSI at Dombivali
Chapter and the Chapter premise is also renovated. An experienced staff has also been provided to the
Chapter. Shortly it will be officially inaugurated.
WIRC decided to adopt a weaker chapter of the Region to hand hold like Parents to for a Child and
make it stand on its feet. In 2017, we adopted Kolhapur Chapter. WIRC is working actively with the
Kolhapur Chapter. Fruits thereof will be seen in years to come.
In 2017, WIRC also had proud privilege to perform Bhoomi Pooja for a newly acquired land for Raipur
Chapter. All credit goes to the Managing Committee members of the Raipur Chapter and other
members for their untiring efforts to see the light of the day.
Student Conference:
Student conference was held at Thane was attended by a good number of students from all the levels.
We have one new initiative which will get rolled out soon and details will be shared then.
OTC and Crash Course:
Oral Tuition Classes (OTC) and Crash Courses for students has seen remarkable changes during the
year. The number of students has also increased as compared to last year and also attempted for a
batch in the morning. I am given to understand that the results are also satisfactory. I am also happy
to share with you that most of the chapters have also fared well in OTC.
Felicitation of PCS on the occasion of PCS Day Celebrations
Practising Company Secretaries (PCS) is one of the two strongest arms of our profession and it has to
be further strengthened. From ages, it is felt that PCS slightly lack recognition within our institute
than they get from outside. Considering all these WIRC has taken the initiative of felicitating the PCS
members during the PCS Day Celebrations. This was organized in all the chapters of the region.
Professional Development meetings of HO
WIRC hosted several committee meetings of HO, some of such meetings include meetings on
Diligence report for banks, meetings of the taskforce, meetings of Auditing Standards Board etc. I am
thankful to all the members who have actively contributed in the process.
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Felicitation of Past Chairmen of ICSI-WIRC
During the occasion of Golden Jubilee celebrations, WIRC felicitated all the past Chairmen of WIRC.
Many senior Chairmen from far and wide graced the occasion and received the felicitation.
While the list of what we have done in 2017 is endless, there are many things which we could not
achieve during the years. But it is said that the seeds are sown for the development and the benefits
will be reaped and witnessed in the years to come. From the bulky unfulfilled list, I would like to
draw your attention to a most important initiative which will see the light in the days to come. My
last official visit in the capacity of Chairman was to Goa to meet the Chief Minister. I was
accompanied by the Management Committee members of Goa and we have made a representation to
the Chief Minister to allot a Government land for constructing a ICSI office. The Chief Minister has
listened to us, gone through the representation and given us a hope that the Goa State Government
will consider our representation favourably.
Send off and Felicitation to Regional Directors of MCA (Western Region)
Shri A K Chaturvedi, Regional Director, MCA (Western Region) after serving the Ministry for many
decades superannuated in the year 2017 and WIRC organized a send off to Shri Chaturvedi, who
always remained as a well-wisher of our profession and professionals. Mr.M V Chakranarayan, a
good friend of our profession took charge as Regional Director, MCA (Western Region) and WIRC
members visited him in his office and assured all support to the new Regional Director. WIRC also
organised farewell of Shri C V Sajeevn, Joint Director, MCA upon his transfer to MCA, New Delhi.
Revamping of meetings:
The Executive Committee meetings as well as the Regional Council meetings were held by abiding
the provisions of Secretarial Standards. However, we could not fully abide the procedures while
holding various committee meetings. It is also pertinent to note that the expenses incurred by the
Chairman between two meetings were placed in the ensuing Regional Council meetings which are a
new standard set for the successors.
Research:
ICSI-WIRC has been forefront runner on research across the Country. This year, though, we could
only come out with a research material, which was circulated at the ARC Goa as reading material, on
the topic “Transfer Pricing”, contributed jointly by CS A. Sekar and CMA Nayana Savla.
Paperless Office:
Efforts were made and achieved to a great extent to make WIRC a paperless office by relying on the
technology. Today a member has the facility to sit in his house or office and do necessary registrations
for various programmes or workshops. Similarly, students can avail the facility of technology and
register for the course and training programmes without visiting WIRO. Though the initiative is not
coined this year, we at WIRC/O have attempted to implement to the best possible.
I take this opportunity to thank all those who have contributed in WIRC activities. First and foremost
let me thank all the Regional Council members for all the support they have extended to me. I thank
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the Central council members for all the timely guidance particularly to CS Makarand Lele, Vice
President, ICSI. The officials from various regulatory bodies including MCA, SEBI, RBI also is
thanked for the support they have extended to the profession. My sincere thanks to the Registrar of
Companies of Mumbai and Ahemedabad, Regional Directors of MCA falling under WIRC, all the
guests, resource persons, authors, committee members for their significant contribution to the
profession. I thank the office bearers of various sister concerns for extending all possible support to
ICSI-WIRC. I convey my gratitude to various educational institutions who rendered support to ICSIWIRC during the year.
I extend my gratitude to CS(Dr.) Shyam Agrawal, President, CS Dinesh Arora, Secretary, Heads of
various Directorates of ICSI, members of the region, my counterparts in other three regions and to the
staff members of ICSI-WIRC for all the support they have extended to me during the course of the
year as Chairman.
I will be failing in my responsibilities if I am not remembering my partners CS B Narasimhan and CS
Keyoor Bakshi and all the staff members of BNP and Associates and P K Pandya and Co. for allowing
me to devote time for the institute activities. It is only because of their support that I could complete
my term as Chairman and execute my institute duties without hampering my office work. I will be
getting full-fledged from the coming week.
My better half Ms. Riddhi, my daughter Rujula, my son Hrushikesh and my parents have missed me a
lot during the last year on account of my frequent travelling and other institutional activities. I could
concentrate on institute activities because of the constant support and encouragement of my family
members. I thank all of them particularly my better half for the constant support during my tenure as
Chairman.
I am happy to inform you that CS Hitesh Kothari will take the baton from me and move forward. We
have joined the Regional Council at the same time and has worked very closely all these years. No
doubt that he is a man of energy and will achieve better heights during the Chairmanship. I wish him
and all the office bearers all good luck for a new long inning.
Though I am demitting the office of Chairman, serving the profession will always be my priority and
will be available for your service as and when needed.

कायेन वाचा मनसेि यैवा बदु ् या मना वा कते
ृ ः वभावात् ।
करोिम य सकलं पर मै गु वरायेित समपयािम ॥
Meaning:

W h a t e v e r I d o w i t h m y B o d y, S p e e c h , M i n d o r S e n s e O r g a n s ,

Whatever I do using my Intellect, Feelings of Heart or (unconsciously) through the natural tendencies
of my Mind,Whatever I do, I do all for others (i.e. without the sense of attachment to the resultsAnd I
Surrender them all at the Lotus Feet of the Divine almighty
With all good wishes and bright future,
CS Prakash K.Pandya
Chairman, ICSI-WIRC
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CS A Sekar
Practicing Company Secretary
Mumbai

RE-CLASSIFICATION AND DE-CLASSIFICATION OF PROMOTERS
Introduction
One of the most important and usual objectives of takeover and acquisition of listed companies is not
only to acquire significant stake in the target company, but also to project the acquirer as a promoter.
The following possibilities could arise after the conclusion of an open offer under the SEBI
(Substantial Acquisition of Shares and Takeover) Regulations, 2011 :a) There is no change in the classification of Promoters ie. Existing promoters continue as
promoters and by virtue of open offer there is only change in management and control
without change in promoters. This scenario though may look like being remotely possible, as
it is unlikely that acquirer in an open offer usually seek to classify themselves as Promoters.
b) Existing promoters seek an exit as Promoter by de-classifying themselves as Promoters and
the acquirer /(s) seek to classify themselves as promoter
c) Existing Promoters continue as Promoters and the acquirers are also sought to be classified
as Promoters
d) At the end of the open offer there may not be any identifiable promoter or any person holding
1% of outstanding equity or more.
In the case of a) above, nothing further needs to be done.
In all the other cases ie. b), c) and d), the company, the existing promoters and the new promoters,
wherever applicable have to follow the procedure stipulated in Regulation 31A of the SEBI (Listing
Obligations and Disclosure) Regulations, 2015.
Text of Regulation 31A
31A.

(1) All entities falling under promoter and promoter group shall be disclosed separately in the
shareholding pattern appearing on the website of all stock exchanges having 27 nationwide
trading terminals where the specified securities of the entity are listed, in accordance with
the formats specified by SEBI.
(2) The stock exchange, specified in sub-regulation (1), shall allow modification or
reclassification of the status of the shareholders, only upon receipt of a request from the
concerned listed entity or the concerned shareholders along with all relevant evidence and
on being satisfied with the compliance of conditions mentioned in this regulation.
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(3) In case of entities listed on more than one stock exchange, the concerned stock exchanges shall
jointly decide on the application of the entity/ shareholders, as specified in sub-regulation(2).
(4) In case of transmission/succession/inheritance, the inheritor shall be classified as promoter.
(5) When a new promoter replaces the previous promoter subsequent to an open offer or in any other
manner, re-classification may be permitted subject to approval of shareholders in the general
meeting and compliance of the following conditions:
(a) Such promoter along with the promoter group and the Persons Acting in Concert shall not hold
more than ten per cent of the paid-up equity capital of the entity.
(b) Such promoter shall not continue to have any special rights through formal or informal
arrangements. All shareholding agreements granting special rights to such entities shall be
terminated.
(c) Such promoters and their relatives shall not act as key managerial person for a period of more
than three years from the date of shareholders' approval:
Provided that the resolution of the said shareholders' meeting must specifically grant approval for
such promoter to act as key managerial person.
(6) Where an entity becomes professionally managed and does not have any identifiable promoter the
existing promoters may be re-classified as public shareholders subject to approval of the
shareholders in a general meeting.
Explanation.- For the purposes of this sub-regulation an entity may be considered as professionally
managed, if(i) No person or group along with persons acting in concert taken together shall hold more than one
per cent paid-up equity capital of the entity including any holding of convertibles/outstanding
warrants/ Depository Receipts:
Provided that any mutual fund, bank, insurance company, financial institution, foreign portfolio
investor may individually hold up to ten per cent paid-up equity capital of the entity including any
holding of convertibles/outstanding warrants/Depository Receipts.
(ii) The promoters seeking reclassification and their relatives may act as key managerial personnel in
the entity only subject to shareholders' approval and for a period not exceeding three years from the
date of shareholders' approval.
(iii) The promoter seeking reclassification along with his promoter group entities and the persons
acting in concert shall not have any special right through formal or informal arrangements. All
shareholding agreements granting special rights to such outgoing entities shall be terminated.
(7) Without prejudice to sub-regulations (5) and (6), re-classification of promoter as public
shareholders shall be subject to the following conditions:
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(a) Such promoter shall not, directly or indirectly, exercise control, over the affairs of the entity.
(b) Increase in the level of public shareholding pursuant to re-classification of promoter shall not be
counted towards achieving compliance with minimum public shareholding requirement under rule
19A of the Securities Contracts (Regulation) Rules, 1957, and the provisions of these regulations.
(c) The event of re-classification shall be disclosed to the stock exchanges as a material event in
accordance with the provisions of these regulations.
(d) Board may relax any condition for re-classification in specific cases, if it is satisfied about nonexercise of control by the outgoing promoter or its persons acting in concert.
(8) If any public shareholder seeks to re-classify itself as promoter, it shall be required to make an
open offer in accordance with the provisions of SEBI (Substantial Acquisition of Shares and
Takeovers) Regulations, 2011.
Analysis of the Regulations :The following points are noteworthy :1. Reference to Promoters shall be in accordance with the quarterly shareholding pattern being
filed by the listed company with the stock exchanges.
2. Reclassification shall be done by the stock exchange only on the basis of specific request from the
company or the company's shareholders supported with relevant evidence.
3. If shares of company are listed on more than one stock exchange, the decision on reclassification
shall be decided jointly
4. If the listed promoter is deceased, the person inheriting the shareholding shall be declared as
promoter
5. When the existing promoter is replaced by new promoters, reclassification shall be permitted on
the basis of approval of shareholders with the following conditions :a. the existing promoters shall not hold more than 10% of paid-up equity capital.
b. All special rights of the promoters shall stand terminated.
c. Such promoters and their relatives shall not act as KMP of the company for a period of more
than 3 years from the date of shareholder approval. Even their acting as KMP is subject to
specific approval of shareholders.
6. Where there is no identifiable person as promoter following conclusion of open offer, the existing
promoter shareholders will be classified as public shareholder. For this purpose, any person together
with persons acting in concert shall not hold more than 1% of paid up equity capital. If shares are
held by any mutual fund, bank, insurance company, financial institution or foreign portfolio
investor, then the limit is 10% of paid up equity capital.
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7. Further conditions to be fulfilled are :a) Such promoter shall not control the affairs of the company in any way
b) Increase in public shareholding %, pursuant to re-classification, shall not be counted for the
purpose of achieving minimum 25% under 19A of the Securities Contracts (Regulation) Rules,
1957
c) Reclassification of Promoters shall be disclosed as a material event.
However, SEBI may relax some of the conditions, if it is satisfied about non-exercise of control.
8. If any public shareholder seeks to classify as promoter, then such public shareholder shall make
an open offer pursuant to SEBI SAST regulations.
Procedure for Reclassification as prescribed by Bombay Stock Exchange :1. Promoter shall apply to Company along with the requisite undertaking.
2. Company shall inform the Exchange about the reclassification request on receipt of the same
from the Promoter for dissemination on the Exchange Website.
3. Company will verify the said application of shareholder with all aspects including eligibility and
take up the matter for approval/rejection at the Board Meeting of the Company.
4. In case of rejection of said application at the said Board meeting of the Company, it will be
communicated to the concerned Promoter with reason thereof under intimation to the Exchange.
5. Concerned Promoter or Company can approach SEBI for clarification / relaxation under
Regulation 31A under intimation to the exchange.
6. In case of acceptance of said application in the Board meeting of the Company, Company shall call
for a General Meeting of its shareholder for seeking approval from its shareholders.
7. Company will proceed to obtain approval from other shareholders at General meeting. Intimation
of Notice of General Meeting, Outcome of General Meeting shall be provided to the Exchange
along with the copy of resolution which also shall consist specific approval, if any, for the
outgoing Promoter to act as Key Managerial Person after ceasing to be a Promoter.
8. The Outcome of the General Meeting shall be submitted to the Exchange as required under
regulations applicable to the General Meetings.
9. After obtaining shareholder's approval in General Meeting, Company will submit the application
for reclassification in prescribed format as per the checklist and with the relevant supporting
documents within 15 days of completion of the General Meeting.
10. Exchange shall process the application within 30 days of its receipt subject to the application
being complete in all respects and compliant to all the applicable regulations.

12

WIRC
11. In case of incomplete applications, company shall be provided opportunity to rectify the
deficiencies. If the deficiencies are not rectified within 30 days of intimation of the same to the
Company, the application shall be liable to be rejected.
2. Letter of acceptance shall be issued to the company by the Exchange to effect the reclassification
in the shareholding pattern from immediate Quarter under Listing regulation 31A and
compliance to SEBI SAST and PIT regulation, wherever applicable.
The fee payable to stock exchange along with application is currently Rs. 50,000/- plus GST.
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Vinita Nair
Partner
Vinod Kothari & Company

Chahat Jain
Executive
Vinod Kothari & Company

SEBI revisits EBP mechanism for issuance of debt securities
SEBI vide circular SEBI/HO/DDHS/CIR/P/2018/05 dated January 05, 2018 issued Electronic book
mechanism for issuance of debt securities on private placement basis, 2018 ('Circular, 2018') which
will repeal circular No. CIR/IMD/DF1/48/2016 dated April 21, 2016 ('Circular, 2016') which
mandated usage of electronic book mechanism for issuance of debt securities on private placement
basis, once Circular, 2018 comes into force.
Circular, 2018 shall come into force from April 01, 2018. Circular, 2018 makes suitable revisions in
existing framework to streamline the procedures, allowing private placement of other classes of
securities, enhancing transparency in the issuance for better discovery of price & stiff norms for
issuer, arranger as well for bidders in line with the consultation paper for review of circular on
Electronic book mechanism for issuance of debt securities on private placement basis issued in May,
2017.
This article analyses significant amendments made in the EBP mechanism.
Parameter: Applicability
Circular, 2018: Applicable to all private placement of debt securities and Non-Convertible
Redeemable Preference Share (NCRPS) as per the provisions of ILDS and NCRPS Regulations.
Circular, 2016: Applicable to all private placement of debt securities as per provisions of ILDS.
Author's comment: Both the circular shall apply to private placement of securities that are intended
to be listed on stock exchanges. Listed entity issuing debt securities or NCRPS under provisions of
Companies Act, 2013 without listing the same on stock exchange need not comply with the said
circulars.
Parameter: Nature of securities covered under the Circulars
Circular, 2018: Debt securities issued under ILDS. NCRPS issued under NCRPS Regulations
Circular, 2016: Debt securities issued under ILDS.
Author's comment: Based on the feedbacks received from the market and keeping in view of the
benefits of existing electronic book mechanism, it was suggested in the consultation paper that
EBP mechanism may also be extended for private placement of Structured Products/ Market Linked
Debentures Municipal Bonds and Non-convertible Preference shares('NCRPS').
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NCRPS has been defined under NCRPS Regulations to mean a preference share which is redeemable
in accordance with the provisions of the Companies Act, 1956 and does not include a preference share
which is convertible into or exchangeable with equity shares of the issuer at a later date, with or
without the option of the holder.
ILDS Regulations deal with listing of debt securities only. However, NCRPS Regulations is applicable
to:
a. public issue of NCRPS;
b.

listing of NCRPS which are issued by a public company through public issue or on private
placement basis; and

c. issue and listing of Perpetual Non-Cumulative Preference Shares (PNCPS) and Perpetual
Debt Instrument (PDIs), issued by banks on private placement basis in compliance with Guidelines
issued by Reserve Bank of India.
Since, Circular, 2018 refers to NCRPS only and not PNCPS or PDIs. Therefore, in view of each of the
terms being specifically defined in the Regulations, it may be interpreted that issuances of NCRPS
and PNCPS made by Banks under Basel Guidelines need not comply with the requirements of
Circular, 2018 even if it exceeds the limits prescribed therein.
Parameter: Limit prescribed in relation to applicability
Circular, 2018: Following has been prescribed:
•

a single issue, inclusive of green shoe option, if any, of Rs 200 crore or more;

•

a shelf issue, consisting of multiple tranches, which cumulatively amounts to Rs 200 crore or
more, in a financial year;

•

a subsequent issue, where aggregate of all previous issues by an issuer in a financial year
equals or exceeds Rs 200 crore.

Circular, 2016: all private placements of debt securities in primary market with an issue size of
Rs.500 crores and above, inclusive of green shoe option, if any.
FAQs on EBP issued by SEBI further clarified as under:
•

The requirement of using electronic book mechanism shall also be applicable for those tranche
issue(s) which individually may be less than Rs 500 crore, however is/ are part of a shelf offer,
which including green shoe option, is more than Rs 500 crore in a financial year.

•

Further, in case, the issuer comes with multiple issues in a financial year which are individually
less than Rs. 500 crore however, the aggregate issue size in the same year crosses Rs.500 crore, in
such scenario, issuer shall use EBP mechanism for any incremental private placement which
takes aggregate issue size in the year equal to Rs.500 crore or above.
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Author's comment: The consultation paper proposed reducing the limit from Rs. 500 crore to Rs 50
crores as in case of almost 71.7% of the issuances made till March, 2017 issuance were made for
raising amounts ranging from Rs. 50 crores to less than Rs. 500 crores. However, Circular 2018 has
finalized a limit of Rs. 200 crores, either by way of single issuance or cumulatively issued under ILDS
or NCRPS in a financial year.
There is no clarity on whether the limit of Rs. 200 crores will individually apply to debt securities and
NCRPS intended to be listed on stock exchange. In absence of express provision, the limit shall apply
in aggregate to all issuances of debt securities and NCRPS made on private placement basis that are
intended to be listed on stock exchanges.
Parameter: Optional compliance with requirements of the Circular
Circular, 2018: Issuer may choose to access the EBP platform in case of following:
•
•
•
•

Issuances of debt securities and NCRPS made on private placement basis and intended to be
listed, within the prescribed limit of Rs. 200 crores in a financial year
Debt securities as per provisions of ILDM Regulations;
Commercial Paper; and
Certificate of Deposits.

Circular, 2016: Issuer may choose to access the EBP platform in case of following:
•

issues with a single investor and where coupon rate are fixed. However arrangers acting as
underwriters shall not be considered as single investors.

•

issues wherein the issue size is less than Rs. 500 crores, inclusive of green shoe option, if any.

Author's comment: The EBP mechanism was optional for fixed coupon rate issues with a single
investor. As discussed in the consultation paper, a concern was raised by market participants that
there can be situations, wherein, just to bypass the EBP mechanism, the entire book can be first sold
to a single investor, and, the said single investor can then in turn sell the securities to various
investors. Accordingly, it was proposed to provide for a lock in of 60 days period from the date of
allotment.
However, Circular 2018 is silent on exemption in relation to issues made to single investor as well as
lock in requirement. As a result, such issuance will also have to be made on EBP platform if the limit
is exceeded.
Parameter: Details of Private Placement Memorandum (PPM)
Circular, 2018: Issuer shall provide the private placement Memorandum (PPM)/ Information
memorandum (IM) and term sheet to the EBP at least two working days prior to the start of issue
opening date.
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The PPIM/ IM and the term sheet shall disclose following:
•
•
•

Details of size of issue including green shoe option, if any.
Bid opening and closing date.
Minimum Bid Lot

The issuer may choose to disclose estimated cut off yield to the EBP, however the same has to be
disclosed at least one hour prior to opening of the bidding for the issue.
Circular, 2016:
•
•
•

Disclosures as has been prescribed in acts, rules, regulations, etc. Issuer shall specify minimum
issue size which shall be inclusive of green shoe option, if any.
Details with respect to green shoe option shall be disclosed along with the reasons for the
retention of excess amount, if any.
The PPM may not contain the coupon details, however, the PPM may contain upper ceiling limit.

Author's comment: Procedural requirement prescribed in relation to specific disclosure to be made
in the PPM/ IM.
Parameter: Eligibility to participate in bids
Circular, 2018:
•

Eligible participants bidding on proprietary basis, for an amount equal to or more than Rs.15
crore or 5% of the base issue size, whichever is lower, shall bid directly i.e. shall enter the bids
directly on EBP platform. Foreign Portfolio Investors may bid through their custodians.

•

For bids made by an arranger for any particular issue, an arranger shall disclose following to the
EBP at the time of bidding:
»

Specify that whether the bid is proprietary bid or is being entered on behalf of an eligible
participant or is a consolidated bid i.e. an aggregate bid consisting of proprietary bid and
bid(s) on behalf of eligible participants.

»

For consolidated bid, arranger shall disclose breakup between proprietary bid and bid(s)
made on behalf of eligible participants

Circular, 2016:
•

Arranger shall be categorised as a Category 1 Participant who may enter bids on EBP either on
proprietary basis or for other participants such as High Net worth Individuals (HNIs),
Institutional investors etc.

•

Sub- arranger shall be categorised as a Category 1 Participant who may enter bids on EBP either
on proprietary basis or for other participants such as High Net worth Individuals (HNIs),
Institutional investors etc.

•

All the investors apart from the Institutional Investors, shall enter bids only through Category 1
Participants.
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•

Institutional investors shall be categorised as Category 2 Participants who may enter bids on
proprietary basis or may participate through an arranger/sub-arranger. . Institutional investors
shall enter proprietary bids provided that minimum application or bid value is more than the
minimum bid size as specified by the issuer.

Author's comment: The consultation paper highlighted the fact that non-institutional investors
were not able to bid directly and had to mandatorily required to bid through an arranger. It was
suggested that the objective of transparent price discovery through the bidding process could be
achieved only if all investors were able to bid on their own on the platform.
Initially, the access was restricted in order to first acquaint the eligible bidders with the platform in
order to ensure smooth transition. Since market is already acquainted with functioning of EBP
mechanism, it was suggested to extend direct participation to non-institutional bidders.
Further, the paper proposed to allow direct participation by non-QIB investors only if such investors
were bidding Rs. 25 crores and above. The limit for QIB investors was proposed of Rs. 10 crores. In
case of bid amounts lower than aforesaid amounts, bids may be routed through arranger/ subarranger.
.
Circular, 2018 prescribed an amount of Rs. 15 crores or 5% of the base issue size, whichever is lower
instead of Rs. 10 crores and Rs. 25 crores without making any bifurcation in the amount for QIB and
non-QIB bidders.
Parameter: Consolidated Bids
Circular, 2018: an arranger shall disclose following to the EBP at the time of bidding:
•

Specify that whether the bid is proprietary bid or is being entered on behalf of an eligible
participant or is a consolidated bid i.e. an aggregate bid consisting of proprietary bid and
bid(s)on behalf of eligible participants.

•

For consolidated bid, arranger shall disclose breakup between proprietary bid and bid(s) made
on behalf of eligible participants. Further, for bids entered on behalf of eligible participants,
following shall be disclosed:
a)

Names of such eligible participants;

b)

category (i.e. QIB or non-QIB); and

c)

quantum of bid of each eligible participant.

Circular, 2016:
•

Arranger shall be categorised as a Category 1 Participant who may enter bids on EBP either on
proprietary basis or for other participants such as High Net worth Individuals (HNIs),
Institutional investors etc.

•

Sub- arranger shall be categorised as a Category 1 Participant who may enter bids on EBP either
on proprietary basis or for other participants such as High Net worth Individuals (HNIs),
Institutional investors etc.
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Author's comment: As discussed in the consultation paper, in absence of specific requirement to
disclose the names of parties for which the arranger submitted bids, the objective of transparency
was getting affected. Section 42 of Act, 2013 mandates offering to such persons whose names are
recorded by the company prior to the invitation to subscribe. It was observed that the arranger/ subarranger sometimes submitted bid on behalf of investors that were not pre-identified by the issuer.
Further, the consultation paper proposed a lock in of 60 days from the date of allotment for securities
allotted against proprietary bid of the arranger.
However, Circular 2018 only provides for disclosure requirement and no lock in period.
Parameter: Open Bidding and allotment on yield priority basis
Circular, 2018: Estimated cut-off is required to be disclosed at least one hour prior to opening of the
bidding for the issue.
All the bids made on a particular issue, should be disclosed on the EBP platform on a real time basis
specifying the yield, demand at that particular yield and cumulative demand.
Allotment to the bidders shall be done on yield priority basis in the following manner:•
•
•

All the bids shall be arranged in the ascending order of the yields, and a cut-off yield shall be
determined.
All the bids below the cut-off yield shall be accepted and full allotment should be made to such
bidders.
For all the bids received at cut-off yield, allotment shall be made on pro-rata basis.

Circular, 2016: No such mandatory requirement to disclose on real time basis. Further, issuer had
the option to accept or reject bids received, if the issuer agrees to the yield so discovered.
Author's comment: The consultation paper provided for mandating submitting information on EBP
platform on real time basis, while keeping the details of bids anonymous. The arranger/ sub-arranger
were required to provide category of investors in case of submitting consolidated bids. Further,
allotment on yield priority basis was also suggested to encourage the investors to participate directly
on the platform.
Parameter: Submission of multiple Bids and modification of Bids.
Circular, 2018: Multiple bids by a bidder is not permitted. Modification or cancellation of the bids
shall be allowed i.e. bidder can cancel or modify the bids made in an issue, subject to following:
a)

such cancellation/modification in the bids can be made only during the bidding period;

b)

no cancellation of bids shall be permitted in the last 10 minutes of the bidding period;

c)

in the last 10 minutes of the bidding period, only revision allowed would for improvement of
coupon/yield and upward revision in terms of the bid size.

Circular, 2016: Participants were allowed to enter multiple bids i.e. single participant could enter
more than one bid.
Conclusion
All the recommendations made in the consultation paper were not implemented as it is. Certain
proposals have not been incorporated in the revised mechanism. There is a need to clarify on issuance
made to single investor at fixed coupon rate and applicability of the circular to AT-1 capital
instruments issued by banks.

19

WIRC

MEMBERS RESTORED FROM 1/10/2017 TO 31/10/2017
S. NO.

A/F

MEM.NO.

1

A

27841

CS PRIYANKA PATIL

WIRC

2

A

24904

CS MONALI SHARAD WAKALKAR

WIRC

3

A

43632

CS ANANDKUMAR TARACHAND JAIN

WIRC

4

A

11255

CS VINOD VERMA

WIRC

5

A

15659

CS AMEE JITENDRA BHUTA

F/WIRC

6

A

12868

CS AJAY ANANTRAI PATADIA

WIRC

7

A

11763

CS V. BALAKRISHNAN

WIRC

8

A

19524

CS VIKASH JOSHI

WIRC

PLACE

MEM. NAME

CERTIFICATE OF PRACTICE CANCELLED DURING
THE MONTH OF OCTOBER 2017
NAME

MEMB NO

COP NO

REGN

1

CS SWATI SRIVASTAVA

ACS 41089

18277

WIRC

2

CS SUKHDEVSINH BHARATSINH JADEJA

ACS 42243

18743

WIRC

3

CS LUCKY RADHEYSHYAM BANSAL

ACS 50039

18753

WIRC

4

CS K SRIDHARA MURTY

ACS 24143

10588

WIRC

5

CS BRAJENDRA KUMAR SHUKLA

ACS 41031

18785

WIRC

6

CS DEEPAL SHAH

ACS 24686

18094

WIRC

7

CS BANSARI PRAFUL JOSHI

ACS 48692

17769

WIRC

7

CS KAVITA MEHUL JOSHI

ACS 22308

14787

WIRC

7

CS VARSHA ANKUSH AGARWAL

ACS 44214

19441

WIRC

7

CS PRIYANKA GARG

ACS 45312

16788

WIRC

7

CS SHRIDHAR SHANKAR KULKARNI

FCS 5631

3950

WIRC

S. NO.
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ARTICLES IN FOCUS

Focus
Focus
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24
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Editor, eFocus Newsletter
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