FREQUENTLY ASKED QUESTIONS
“These FAQs offer only a simplistic explanation/clarification of terms/concepts related to Scheme of Arrangement under the relevant SEBI Circulars, Regulations, Clarifications if any, including the SOP Circular issued by the Exchanges. Any such explanation/clarification that is provided herein should not be regarded as an interpretation of law nor be treated as a binding opinion/guidance from the Exchanges. For full particulars of law governing the Scheme of Arrangements, please refer relevant SEBI Circulars/ Regulations as issued and amended from time to time.”

	Sr. No.
	Particulars

	I
	Application under Regulation 37 and 59A

	II
	Post allotment application

	III
	Application under 19(2)(b) exemption



I. Application under Regulation 37 and 59A

1. Who all need to submit the application for scheme of arrangement and what are the timelines for submitting the application with the Exchanges?

As per Exchange’s SOP Circular dated September 29, 2023 (as amended from time to time), Listed Companies are required to submit the application within 15 working days of board meeting approving the draft scheme of arrangement. In case the application is not submitted within 15 working days, the company shall take fresh approval from its board considering fresh financials, valuation report, etc. 

2. To whom and where the application needs to be submitted?

As required under Regulation 37/59A of LODR, the listed entity desirous of undertaking a scheme of arrangement or involved in a scheme of arrangement, shall file the draft scheme of arrangement with the stock exchanges where the securities of the company are listed before filing the draft scheme with the Court/Tribunal.
It must submit the application via NSE’s Electronic Application Processing System Portal (“NEAPS Portal”),BSE Listing Centre and MSE - MyListing Portal including mail at listing@msei.in. At this stage, the Company can login into the system using login ID and password to access. Please refer to the SOP of the Exchange and the checklists for further process of filing.

3. Which securities market laws govern scheme of arrangement?

Laws governing scheme of arrangement including but not limited to:

	Legislation
	Provisions (issued/amended from time to time)

	Companies Act 2013
	Chapter XV:- Compromises, Arrangements And Amalgamations (Sections 230- 234) and Section 66 of Companies Act, 2013 


	SEBI Listing Regulations (LODR)
	· For Specified securities - Regulation 11, 37 and 94
· For NCDs and NCRPS - Regulation 59A and 94A
· Schedule XI – Fees

	SEBI Circulars
	· SEBI Master Circular SEBI/HO/CFD/POD-2/P/CIR/2023/93 dated June 20, 2023
· SEBI Master Circular no. SEBI/HO/DDHS/DDHS-PoD-1/P/CIR/2024/48 dated May 21, 2024

	Securities Contracts (Regulation) Rules, 1957
	Rule 19 and 19A 


	SOP circular issued by Exchange (as amended from time to time)
	NSE-Download Ref No: NSE/CML/2023/70
BSE- https://www.bseindia.com/markets/MarketInfo/DispNewNoticesCirculars.aspx?page=20230929-30 
MSE- https://www.msei.in/corporates/listing@mcx-sx/Checklist/FurtherIssue
Date: September 29, 2023




4. What are the format and list of documents to be submitted along with the application?

Kindly refer to the following Annexures in reference to the SOP issued by the Exchange:

	Sr. No.
	Type of Application
	Checklist link 

	1.
	Scheme of Arrangement – Seeking Observation Letter
	NSE-https://www.nseindia.com/companies-listing/raising-capital-further-issues-main-sme-checklist
BSE-https://www.bseindia.com/static/about/downloads.aspx
MSE- https://www.msei.in/corporates/listing@mcx-sx/Checklist/FurtherIssue 

	2.
	19(2)(b) approval
	

	3.
	Post Allotment
	



5. What happens in case of incomplete / partial documentation?

In case of incomplete/ partial documentation received, the Exchange will raise requirement letter for submission of the balance documents. The Exchanges shall review the same and accordingly process the application.
In case of a response submitted by the Company is not satisfactory, the Exchange may return the application as applicable.

6. Whom to contact in case of query?

The Company can login into the system using login ID and password to access the NEAPS Portal and visit below path:
NSE- NEAPS > Help > Contact Us > Approval
BSE- https://www.bseindia.com/static/about/contact_us.aspx
MSE- mail at listing@msei.in



7. Time period within which the Board of Directors of the company shall approve the Scheme?

The board of directors shall approve the scheme of arrangement within 7 working days of the issuance of valuation report by the registered valuer.

8. Financials to be considered by the valuer in its valuation report while deriving the share exchange ratio of the Companies involved in the Scheme?

The Valuer is required to consider the audited financials of last 3 years of listed and unlisted company(ies) involved in the Scheme of Arrangement. These financials shall not be older than 3 months while considering methods prescribed for valuation. 

Notes – 
a. While considering financials, only audited financial needs to be considered for unlisted Companies. However, in case of listed companies, the valuer can consider limited review financials.
b. In case Valuer is using Discounted Cash Flow Method as one of approaches for valuation purpose for the companies involved in the scheme (Listed and/or unlisted companies), the industry growth rate used shall be provided along with source of same available in public domain. Further, the valuer shall provide justification along with supporting for the deviation in the projected growth rate considered compared to the industry growth rate. The valuer shall also provide detailed justification along with basis of future projection considered by the valuer along with comparison with the past performance of the Company. 

9. Approaches to be considered by the valuer in computation of fair share exchange ratio?

While commenting on the fair exchange ratio, the valuer is required to consider all the three approaches mentioned in the SEBI Master Circular i.e. Asset approach, Income approach, Market approach. If a particular approach is not considered, the valuer is required to state the valid reason for not using that approach, merely stating that the price sensitivity or non-availability of information from the management in providing the data shall not be acceptable.

In case comparable companies’ method is used under the market approach by the valuer, the names of the companies with whom it is compared shall be included in the report along with the parameters or working of basis of comparison. Further, the rationale for assigning different weightage to each of such comparable companies should be listed.

In case comparable transaction method is used under the market approach by the valuer, the details of the transaction entered into by the companies with whom it is compared shall be included in the report along with the parameters or working of basis of comparison. Further, the rationale for assigning different weightage to each of such comparable companies should be listed.

In case market price method is used, where a listed company is issuing shares to the shareholders of unlisted companies, it shall follow the pricing provisions of Chapter V of SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018, as amended from time to time (hereinafter referred to as “the ICDR Regulations”). Also, the working of same needs to be a part of the valuation report.




10. Is Valuation report applicable for all cases of Scheme of arrangements filed with the Exchanges?

Valuation Report is not required in cases where there is no change in the shareholding pattern of the listed entity / resultant company (as prescribed in SEBI Master Circular). However, please submit certificate of non-applicability of the valuation report in conformity with the SEBI Master Circular.

11. What are the Documents to be submitted by the Company in case of demerger where there is no change in shareholding pattern of Demerged company and the Resulting company?

Please refer point. no 32 of the Checklist for Applications under Regulation 37 and 59A.

12. Relevant date for computing the price under the market approach?

The ‘relevant date’ for the purpose of computing pricing shall be the date of Board meeting in which the scheme is approved.

13. Whether any clarification obtained on Valuation will be forming part of the valuation report?

It is to clarify that any sort of clarification/justification given by the valuer shall be provided as an addendum to the valuation report which shall also be uploaded on the website of the Exchange.

14. Format of Shareholding pattern to be submitted?

The Company is required to submit a certified copy of Shareholding Pattern (SHP) in accordance with Regulation 31 (1) of the SEBI (LODR) Regulations, 2015 - for pre and post scheme of arrangement of all the companies involved in the scheme. (Kindly provide a separate pdf for PAN and without PAN SHP).
15. Timeline for submission of complaint report with the Exchange?

Regulation 37:
The Listed entity shall submit the ‘Complaints Report’ to the Stock Exchanges within 7 days of expiry of 21 days from the date of hosting the scheme on the websites of Stock Exchange 
Regulation 59A:
Complaints Report to be submitted within 7 days post completion of 10 days from the date of uploading of scheme documents on the Exchange’s website.
If the Company has its equity and debt listed on the Exchange, then the Company may submit the Complaint Report to the Stock Exchanges within 7 days of expiry of 21 days from the date of hosting the scheme on the websites of Stock Exchange.
16. Non-Applicability of provisions of SEBI Master Circular SEBI/HO/CFD/POD-2/P/CIR/2023/93 dated June 20, 2023?  
The provisions of said Master Circular shall not apply to the following schemes:
a) solely provide for merger of a wholly owned subsidiary or its division with the parent company; or 
b) solely provide for writing off the accumulated losses against the share capital of the listed entity applied uniformly across all shareholders on a pro rata basis or against the reserves of the listed entity.
However, such draft schemes shall be filed with the Stock Exchanges for the purpose of disclosures and the Stock Exchanges shall disseminate the scheme documents on their websites.
	Exchange
	Website Link

	NSE 
	https://www.nseindia.com/companies-listing/corporate-filings-scheme-document

	BSE
	https://www.bseindia.com/corporates/NOCUnder.aspx 

	MSE
	https://mylisting.msei.in/SitePages/UploadApplications/UploadApplications.aspx Further Company is requested to mail the documents at listing@msei.in.



17. Is Minimum Public Shareholding (MPS) requirement of 25% applicable to the resulting company at the time of submission of the scheme and also during post implementation of the scheme?
The Company shall ensure that the minimum public shareholding as required under Clause (b) of sub-rule (2) of rule 19 of the Securities Contracts (Regulation) Rules, 1957 read with Para A(1)(b) of Part II of SEBI Master Circular dated June 20, 2023 is met at the time of submission of the scheme and also during post implementation of the scheme. Provided that an entity which does not comply with the above requirement may satisfy conditions laid down in point.18 of this FAQs.
Further, kindly also note that in cases of amalgamation, where listed entities issue shares to shareholders of unlisted entities, the percentage of shareholding of pre-scheme public shareholders of the listed entity and the Qualified Institutional Buyers (QIBs) of the unlisted entity, in the post scheme shareholding pattern of the “merged” company on a fully diluted basis shall not be less than 25%.

18. In case MPS requirement is not fulfilled by resulting company seeking listing?
In case where an entity does not comply with the MPS requirement laid down under Clause (b) of sub-rule (2) of rule 19 of the Securities Contracts (Regulation) Rules, 1957, it shall comply with the below requirement as per point 1(b) of Para A of Part II SEBI Master Circular dated June 20, 2023:
i. The entity has a valuation in excess of Rs.1600 crore as per the valuation report; 
ii. The value of post-scheme shareholding of public shareholders of the listed entity in the transferee entity is not less than Rs.400 crore; 
iii. At least ten percent of the post-scheme paid up share capital of the transferee entity comprises of shares allotted to the public shareholders of the transferor entity; and, the entity shall increase the public shareholding to at least 25% within a period of one year from the date of listing of its securities and an undertaking to this effect is incorporated in the scheme.


19. Is the submission of declaration w.r.t past defaults of listed debt obligations mandatory?

All the debt listed entities involved in the Scheme are required to provide the declaration, on any past defaults of listed debt obligations, of the entities forming part of the scheme. In case, the entities involved are not debt listed, a confirmation stating non applicability of the above, shall be provided.

20. Who are required to submit the No objection Certificate (NOC) from the lending scheduled commercial Banks/ financial institutions/debenture trustees?
All the Companies involved in the Scheme are required to submit the NOC from their lending scheduled commercial banks/ financial institutions/ debenture trustees (from not less than 75% of the secured creditors in value).
In case of debt listed companies, NOC from all the debenture trustees are required to be submitted.
21. Where can one find checklist for Schemes?
Following is the path where the checklist is available for Schemes (including application for 19(2)b and Post allotment).
	Exchange
	Website Link

	NSE
	https://www.nseindia.com/companies-listing/raising-capital-further-issues-main-sme-checklist#accordion-7hvfg85pqc-2 

	BSE
	https://www.bseindia.com/static/about/downloads.aspx 

	MSE
	https://www.msei.in/corporates/listing@mcx-sx/Checklist/FurtherIssue 



22. What is the Validity of the Observation Letter issued by the Exchange?
The validity period of the “Observation Letter” issued by the Exchange shall be six months from the date of such issuance within which the scheme shall be submitted to NCLT. In case the application is not made within the prescribed time period to the NCLT, the Company needs to follow the entire process of taking the NOC from the Exchange.
23. In case of amalgamation, is there any specific requirement in rationale of the scheme? 
In case of amalgamation, if transferor and transferee company are in different business, then rationale should clearly state, how the board of directors/audit committee of transferee company contemplates that said amalgamation will result in synergies of businesses. However, in case both the companies operate in the same industry, then it will be helpful if non-business synergies are also listed for the benefit of the shareholders.

24. [bookmark: _Hlk169264274]In the case of Auditors certificate submitted with the draft Scheme of Arrangement, is there any specific requirement of the Exchanges?
There should not be any negative affirmations in the Auditors Certificate. 
Negative Affirmations such as: “Nothing has come to our notice which cause us to believe……..”

25. In case there is change in promoter/promoter group post scheme, is there any additional submission to be made to the Exchanges?

Pursuant to the effectiveness of scheme, if there is any re-classification of promoter/promoter group entities involved in the Scheme, the same should be clearly stated in the draft scheme and shall be correctly classified in the post scheme shareholding pattern submitted to Exchanges. 

26. In case of resubmission of rejected application is there any specific requirement w.r.t valuation report?

Audited financials considered for preparation of Valuation Report should be as defined under Exchange SOP dated September 29, 2023 (as amended from time to time).

27. In case of draft scheme and board resolution approving the scheme, is there any specific requirement of the Exchanges?
As applicable, the draft scheme (pdf, Machine readable and duly certified) shall include, but not limited to the following:
1. Rationale of Scheme
2. Conditionality clause i.e. the scheme shall include details of any other past pending scheme, open offers or any other pending action which may have an impact on the current scheme filed by the Company or the happening/non-happening of the event will have an impact on the continuity of the present scheme.
3. Promoter Reclassification clause
4. E-voting clause
5. Freezing clause before listing
6. Consideration clause
7. Treatment of fractional entitlement
8. Cancellation of shares pursuant to Scheme on account of cross holding or otherwise
9. Paid up capital/ classes of securities
10. Business of Companies involved 
11. Disclosures required as per SEBI Circulars (For schemes filed u/r 59A)
12. Dissolution clause
The Scheme along with all other relevant documents shall mandatorily be placed before the Board of directors of the company and shall form part of the Board Resolution approving the scheme. The documented to be placed shall include, but not limited to the following:
1. Draft scheme
2. Consideration 
3. Valuation Report
4. Fairness opinion
5. Statutory Auditor Accounting Treatment
6. Non applicability of Para (A)(10)(b) of Part I of SEBI Master Circular
7. Name of Designated Stock Exchange
8. Noting of Recommendation of Audit and Independent Directors Committee

28. With regard to “Brief details of the company involved in the Scheme of arrangement” as submitted, is there any specific requirement of Exchange?
Brief details shall include actual activities undertaken by the companies along with the permissible businesses as per object clause of MOA. 
NOTE: 
If all the required documents as per the Exchange checklist are not submitted by the Company at the time of submission of the application, the Scheme shall be returned to the Company within 7 working days. And the Company is required to file fresh application along with fresh set of documents all together including valuation report (in compliance with SOP issued by the Exchange from time to time), fairness opinion, recommendation of the audit committee, etc. The company shall be required to pay fresh fees to the Exchange/Regulator.
In addition to the above, Exchange(s) reserves the right to return the application to the company in original if non-compliance with the stated provisions of SEBI Circular and Exchange(s) Guidelines are observed and processing fee may be forfeited.
II. Post allotment application (in addition to FAQs mentioned above)

1. At the time of submission of post allotment application, any specific requirement with regard to cross holding cancellation?
Post effectiveness of scheme, the details of cross holding cancellation shall be separately provided by the Company to the Exchanges. 
 Illustration of Crossholding cancellation: Post allotment application is filed by amalgamated company for further issuance of shares to the shareholders of amalgamating company and subsequent dissolution of amalgamating company.  In cases wherein the amalgamating company holds shares in the amalgamated company, those shares will get cancelled. This cancellation is referred to as cross holding cancellation.
III. Application under 19(2)(b) exemption (in addition to FAQs mentioned above)

1. Within how many days shall the resulting company ensure listing and trading of securities on the Stock Exchange?
The steps for listing of specified securities should be completed and trading in securities commences within sixty days of receipt of the order of the Hon’ble High Court/NCLT.
2. Any specific check point for the Reconciliation statement to be submitted at the time of 19(2)(b) application?
While submission of the application, the following points shall mandatorily be reviewed regarding the reconciliation statement:
· The credits shall tally with the shares to be allotted pursuant to the scheme. 

· The credit letter issued by depositories shall be attached and shall be checked for correct ISIN, name, no of securities and execution date. 

· Where all shares issued under the scheme are in demat form, confirmation that the demat accounts of all relevant shareholders have been credited with the number of shares to be issued to them.

· Further, in case demat accounts of any shareholders are not available, then the shares pertaining to these shareholders are credited to a demat suspense account of the company and the company has given a confirmation that names of the allottees have been entered as beneficial owners in the records of the depositories pursuant to the Scheme.

· Where shares are issued against locked-in shares, then the company has confirmed (supported by PCA/PCS certificate) that the new shares allotted are also under lock-in for the remaining period.

3. Which financials shall be considered in the Information Memorandum submitted by the Company at the time of filing 19(2)(b) application with the Exchanges?

-The Company shall submit restated audited financial statements not more than six months old from the date of the Information Memorandum at the time of filing 19(2)(b) application with the Exchanges.
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