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The Securities and Exchange Board of
India plans to prevent inter-bidding
between different investor categories
during IPOs. Several initial public of-
ferings in the past have seen a high \

( number of applications getting rejected
during allotm ,specially in the em-
ployee category

EBI mulls measure's to curb
.intermingling ofIPO bids
CROWDING OUT. Many past issues saw high rejection rates, especially in staff category

The Securities and Exchange
Board of India (SEBI) plans
to take measures to prevent
inter-bidding between differ-
ent investor categories dur-
ing initial public offerings
(IPOs).

Several offerings in the
past have seen a high number
of applications getting rejec-
ted during allotment, espe-
cially in the employee cat-
egory. This could be because
several investors from the re-
tailor non-institutional
quota are placingtheir bids in
the employee category inad-
vertently or to inflate sub- .
scription numbers. Anumber
ofapplications could be from
mule accounts.

At present,· stock ex-
changes accept all applica-
tions as there is no real-time
mechanism to verifywhether
the person applying is an em-
ployee or not. At the time of
allotment, however, a lot of
these applications get rejec-
ted.

For instance, the Ideaforge
Technology IPO saw its em-

Inflated subscription figures
in employee category

Ideaforge Technology
~~"t~eb Technologies India
Mrs.Bectors Food Specialities
Indian RaiiwaY"Flnance Corp
Concord BioiEich ..
Utkarsh Small Finance Bank
A~ollo"Micro systern~.
Vishnu Prakash R.Punglia
8~r,sh~E~~Ineer5Internationai·
Kaynes Technology India

(Times subscribed"
Before rejection After rejec~ion

95.40 2.36
52.71 1.29

.......... - .... ...._ ......

45.64 1.89
13.14 0.94
24.48 3.31............ _ ..._. _ ....
6.43 1.45

15.79 1.00
12.65 1.83
12.75 2.23
3.86 2.36

Source: primedatabase.com

ployee quota get subscribed
over 9S times. This later
came down to 2.36 times at
the time of allotment (see
table).

"A lot of non-employees
put in applications in the em-
ployee category which. res-
ults in inflated figures and
bids getting rejected at the
time of allotment. This is a
bit puzzling; it can't be that
so many retail or wealthy in-
vestors are bidding in the
wrong category," said Pranav
Haldea, Managing Director,
PRIME Database. SEBI may
ask companies to provide

employee data prior to issue
opening so that only eligible
employees can' bid for the
particular category, said an
official who tracks the IPO
process.

"Atpresent, there is no re-
striction for a person to place
bids in the retail, NIl or em-
ployee category. The regu-
lator is mulling measures to
prevent such inter-bidding
among categories,'! the offi-
cial said. An email sent to
SEBIdid not immediately get
a response.

In June, exchanges issued
a ci~cularregarding systemic

improvements in the bidding
process of SME issues. Ac-
cordingly, the exchange's
book-building platform will
now verify applicant eligibil-
ity prior to bid acceptance in
the employee, shareholder
and policyholder categories
based on details shared by
the company or issuer. Such
details have to be provided at
least one daybefore the issue
open date.

"Stock exchanges should
stop publishing subscription
numbers at the time the book
is being built, except maybe
for qualified institutional
buyers. Let the final figures
come post allotment. The en-
tire process needs to be auto-
mated so that the work of
matching the employee PAN
and other details happens at
the time of bidding, and not
later," said Haldea.

In January, the regulator
said it had found evidence of
inflated IPO application
numbers in at least three in-
stances recently and wanted
to 'avoid a repeat of the
Roopal Panchal scam, where
a large number of IPO applic-
ations were filed through fic-
titious demat accounts.


