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Underwriting of Shares and Debentures

Underwriting is an agreement, with or without conditions, to subscribe to
the securities of a body corporate when existing shareholders of the body
corporate or the public do not subscribe to the securities offered to them.

As per SEBI Guidelines, it is required that if the body corporate is not able

to collect 90% of the offer amount, then it needs to compulsorily return the

money to those who have subscribed to the shares and causing lot of issue
expenses to go waste. This uncertainty could be avoided by the help of a
specialised group of risk-redeemers — called Underwriters.
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Underwriting Commission Underwriting Commission may

be paid in cash or as fully paid
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SOLE UNDERWRITERS «— Lypes of Underwriters — JOINT UNDERWRITERS
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1 WILL WEWILL -
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When the issue is underwritten This arrangement is called Joint Underwriting
by only one underwriter, such (Co-underwriting). An individual underwriter
underwriting is termed as ‘Sole will be responsible only to the extent of shares
Underwriting’. \_ underwritten by him.
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To avoid this conflict the concept of Marked and Un Marked Application is to be understood.
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Underwriting of Shares and Debentures
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Underwriting of Shares and Debentures

Agreement For Guarantee
90% of the Amount

Underwriter

Only for the risk taken In Cash / Shares /
5% / 2.5%/ AOA — IP Debentures / Combination

Underwriting Commission

Types of Underwriters Sole Underwriter (I) Joint Underwriter (WE)

Un Marked Application

Types of Application Marked Application (BEARS) (DOES NOT BEAR)

Open / Conditional

Underwriting Firm Underwriting Full Or Partial Underwriting
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