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Background

The Securities and Exchange Board of India (SEBI) vide its circular dated 1 November
2018 (SEBI Circular) laid down the roadmap for shortening the timeline for listing in a
public issue, from the existing framework of T+6 working days, to 3 working days from
the date of issue closure. The framework was to be implemented in a phased manner.
One of the key changes to achieve T+3 listing, was the introduction of the UPI payment
mechanism and phasing out of the Syndicate ASBA mechanism. Our ERGO on the SEBI
Circular can be accessed here.

In Phase-l, the SEBI Circular permitted retail individual investors (RIls) to bid through
four channels, viz. (i) Self-Certified Syndicate Banks, through ASBA process (SCSB
ASBA); (ii) syndicate member, stock broker, depository participant and registrar to the
issue by blocking of funds, through ASBA process (Syndicate ASBA); (iii) 3in1account
offered by selected stock brokers (3 in 1 Account); or (iv) syndicate members, stock
brokers, depository participants and registrar to the issue for blocking of funds through
UPI mechanism (UPI Application) (Phase-l). Initially, the Phase-l of the SEBI Circular
was to continue for a period of three months or launch of five main board public issues,
however, SEBI vide its circular dated 3 April 2019, extended the timeline for the
implementation of Phase-l till 30 June 2019. On 28 June 2019, SEBI vide a circular
(Phase-Il Circular), stipulated that Phase Il of the SEBI Circular will come into effect
from 1 July 2019.

Key Highlights of Phase-Il Circular

» The existing channel of Syndicate ASBA will no longer be available for Rlls.
However, this channel will continue to be available for Qualified Institutional Buyers
and Non-Institutional Investors. Henceforth, only the following channels will be
available for RIls making bids in a public issue: (i) SCSB ASBA, (ii) 3 in 1 Account,
or (iii) UPI Application;

» Applications through UPI in public issues can only be made through the Self-
Certified Syndicate Banks (SCSB) listed on the SEBI website. As on date, the list
includes 39 SCSBs. Further, the investors using UPI Application have to ensure that
the name of the app and the UPI handle being used for making the application is
also appearing on the aforesaid website. An application made using incorrect UPI
handle or using a bank account of an SCSB or bank which is not mentioned in the
aforesaid list, is liable to be rejected; and
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» The intermediaries are mandated to retain: (a) physical application forms,
submitted by RIls using UPI, for a period of six months before being forwarded to
the Issuer company/Registrar to the Issue; and (b) electronic records pertaining to
such forms for a minimum period of three years.

Comments

UPI as a payment mechanism has not yet proved to be the preferred choice for retail
investors bidding in public issues. This is evidenced by the negligible number of
applications received through the UPI mechanism in the recent public issues
undertaken in Phase-l. Significant efforts would be required by intermediaries to
educate the Rlls about application through UPI Mechanism.

Historically, public issues have received the highest number of applications through the
Syndicate ASBA channel. Hence, in the absence of Syndicate ASBA, the implementation
of Phase-Il will be the real test for the success of the UPI mechanism. We estimate that
the 3-in-1 Account and SCSB ASBA channels will garner a higher number of applications
in the forthcoming public issues.

- Sudhir Bassi (Executive Director) and Raghav Bhatia (Associate)

For any queries please contact: editors@khaitanco.com

We have updated our Privacy Policy, which provides details of how we process your personal data and apply
security measures. We will continue to communicate with you based on the information available with us. You may
choose to unsubscribe from our communications at any time by clicking here.

For private circulation only

The contents of this email are for informational purposes only and for the reader’s personal non-commercial use. The views expressed are not the professional views of
Khaitan & Co and do not constitute legal advice. The contents are intended, but not guaranteed, to be correct, complete, or up to date. Khaitan & Co disclaims all liability
to any person for any loss or damage caused by errors or omissions, whether arising from negligence, accident or any other cause.

© 2019 Khaitan & Co. All rights reserved.

Mumbai New Delhi Bengaluru Kolkata

One Indiabulls Centre, 13t Floor Ashoka Estate, 12th Floor Simal, 2nd Floor Emerald House

Tower 1841, Senapati Bapat Marg 24 Barakhamba Road 7/1, Ulsoor Road 1B Old Post Office Street
Mumbai 400 013, India New Delhi 110 001, India Bengaluru 560 042, India Kolkata 700 001, India

T: +9122 6636 5000 T: +9111 4151 5454 T: +9180 4339 7000 T: +91 33 2248 7000

E: mumbai@khaitanco.com E: delhi@khaitanco.com E: bengaluru@khaitanco.com E: kolkata@khaitanco.com



