
regulation 38 of the Listing regulations requires a listed entity to comply 
with the minimum public shareholding requirements as specifi ed in rule 
19(2) and rule 19A of the Securities Contracts (regulation) rules, 1957. 
However, this provision does not apply to entities listed on institutional 
trading platform without making a public issue.

The term ‘public shareholding’ is defi ned in rule 2(e) of the Securities Con-
tracts (regulation) rules, 1957 as under:

“public shareholding” means equity shares of the company held by 
public including shares underlying the depository receipts if the holder 
of such depository receipts has the right to issue voting instructions 
and such depository receipts are listed on an international exchange 
in accordance with the Depository receipts Scheme, 2014.

23.1 Action Points

 1. to ensure that public shareholding is not less than twenty fi ve per 
cent.

 2. to ensure to bring the level of public shareholding to twenty fi ve per 
cent within specifi ed time limit in the manner as specifi ed in SEBI 
circular.

23.2 Limits of Minimum Offer and Allotment to Public

Clause (b) of sub-rule (2) of rule 19 of the Securities Contracts (Regulation) 
Rules, 1957 (SCRR) lays down limits of minimum offer and allotment to 
the public and rule 19A lays down requirement of maintaining minimum 
public shareholding at twenty fi ve per cent.

In terms of rule 19(2)(b) of SCRR the minimum offer and allotment to the 
public in terms of an offer document shall be:

 1. At least twenty fi ve per cent of each class or kind of equity shares or 
debenture convertible into equity shares issued by the company, if 
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the post issue capital of the company calculated at offer price is less 
than or equal to one thousand six hundred crore rupees.

 2. At least such percentage of each class or kind of equity shares or 
debentures convertible into equity shares issued by the company 
equivalent to the value of four hundred crore rupees, if the post 
issue capital of the company calculated at offer price is more than 
one thousand six hundred crore rupees but less than or equal to four 
thousand crore rupees.

 3. At least ten per cent of each class or kind of equity shares or deben-
tures convertible into equity shares issued by the company if the 
post issue capital of the company calculated at offer price is above 
four thousand crore rupees.

 4. the company referred to in 2 or 3 above, shall increase its public 
shareholding to at least twenty five per cent within a period of three 
years from the date of listing of the securities, in the manner specified 
by the Securities and Exchange Board of India.

23.3 Time Limit for Achieving Minimum Public Shareholding

Rule 19A of the Securities Contracts (Regulation) Rules, 1957 provides for 
maintenance of minimum public shareholding and its attainment within a 
specified period. these provisions can be summed up as under:

 1. Every listed company (other than public sector company) shall main-
tain public shareholding of at least twenty five per cent.

 2. Any listed company which has public shareholding below twenty five 
per cent on the commencement of the Securities Contracts (Regula-
tion)(Amendment) Rules, 2014, shall increase its public shareholding 
to at least twenty five per cent, within a period of three years from 
the date of such commencement, in the manner specified by the 
Securities and Exchange Board of India.

 3. A company whose securities have been listed pursuant to an offer 
and allotment made to public in terms of clause (b) of sub-rule (2) 
of rule 19, shall maintain minimum twenty five per cent, public 
shareholding from the date on which the public shareholding in the 
company reaches the level of twenty five per cent in terms of said 
sub-clause.

 4. where the public shareholding in a listed company falls below twenty 
five per cent at any time, such company shall bring the public share-
holding to twenty five per cent within a maximum period of twelve 
months from the date of such fall in the manner specified by the 
Securities and Exchange Board of India.
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 5. where the public shareholding in a listed company falls below twenty 
five per cent in consequence to the Securities Contracts (Regulation) 
(Amendment) Rules, 2015, such company shall increase its public 
shareholding to at least twenty five per cent in the manner specified 
by the Securities and Exchange Board of India within a period of 
three years, as the case may be, from the date of notification of

 i. the depository Receipts Scheme, 2014 in cases where the 
public shareholding falls below twenty five per cent as a result 
of such scheme.

 ii. the SEBI (Share Based Employee Benefits) Regulations, 2014 
in cases where the public shareholding falls below twenty five 
per cent as a result of such regulations.

23.4 Manner of Achieving Minimum Public Shareholding

Vide its circular CIR/Cfd/CMd/14/2015 dated 30 November, 2015, SEBI 
has specified the manner of achieving minimum level of public sharehold-
ing as specified in regulation 38 of the listing Regulations read with rule 
19(2)(b) and rule 19A of the Securities Contracts (Regulation) Rules, 1957. 
In terms of the aforesaid circular, a listed entity shall adopt any of the 
following methods:

 1. Issue of shares to public through prospectus.

 2. Offer for sale of shares held by promoters to public through prospec-
tus.

 3. Sale of shares held by promoters through the secondary market in 
terms of SEBI circular CIR/MRd/dP/05/2012 dated 1 february, 2012. 
the said circular allows promoters to dilute/offload their holding in 
a listed company in a transparent manner with wider participation 
by offer of sale of shares held by them through a separate window 
available on BSE and NSE. the salient features of the Scheme are 
summed up as under:

 i. the size of the offer shall be at least 1% of the paid up capital 
of the company, subject to a minimum of twenty five crore 
rupees. However, in respect of companies, where 1% of the 
paid up capital at closing price on the specified date, i.e. the last 
trading day of the last completed quarter, is less than twenty 
five crore rupees, dilution would be at least 10% of the paid up 
capital or such lesser percentage so as to achieve minimum 
public shareholding in a single tranche.

 ii. the duration of the offer of sale shall not exceed one trading 
day.
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 iii. Minimum 25% of the shares offered shall be reserved for mutual 
funds and insurance companies, subject to allocation method-
ology. Any unsubscribed portion thereof shall be available to 
the other bidders. No single bidder other than mutual funds 
shall be allocated more than 25% of the size of offer for sale.

 iv. the settlement shall take place similar to trade for trade basis 
and shall be completed latest by t+2 day. there shall be no 
netting of settlement at brokers’ end.

 4. Institutional placement programme in terms of Chapter VIII-A of 
SEBI (Issue of Capital and disclosure Requirements) Regulations, 
2009.

 5. Rights issue to public shareholders with promoter/promoter group 
shareholders forgoing their entitlement to equity shares, that may 
arise from such issue.

 6. Bonus issues to public shareholders, with promoter/promoter group 
shareholders forgoing their entitlement to equity shares that may 
arise from such issue.

 7. Any other method as may be approved by SEBI on a case to case 
basis. for this purpose, the listed entity may approach SEBI with ap-
propriate details. SEBI would endeavour to communicate its decision 
within 30 days from the date of receipt of additional information as 
sought from the company.

23.5 Penal Action for Non-compliance with the Minimum 
Public Shareholding Requirements

In terms of Circular No. Cfd/CMd/CIR/P/2017/115 dated 10 October, 
2017, non-compliance with the minimum public shareholding requirements 
shall attract penal action as discussed hereunder:

 1. Imposition of fine of ` 5,000 per day of non-compliance on the listed 
entity till the date of compliance. In case, the listed entity continues 
to be non-compliant for a period of more than one year an increased 
fine of ` 10,000 per day of non-compliance shall be imposed till the 
date of compliance. On failure to pay fine despite receipt of notice by 
the listed entity, the stock exchange may initiate appropriate action.

 2. the stock exchange shall intimate the depositories to freeze the 
entire shareholding of the promoters and promoter group in such 
non-compliant listed entity till the date of compliance. In case, the 
listed entity continues to be non-compliant for a period of more 
than one year, the stock exchange shall intimate the depositories 
to freeze all the securities held in the demat accounts of promoters 
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and promoter group till the date of compliance. this restriction shall 
not be an impediment for the listed entity for compliance with the 
minimum public shareholding norms through the methods specified/
approved by SEBI.

 3. the promoters, promoter group and directors of such non-compliant 
listed entity shall not hold any new position as director in any other 
listed entity till the date of compliance. Intimation to this effect shall 
be provided to the listed entity by the stock exchange and the listed 
entity shall subsequently intimate the same to its promoters, promoter 
group and directors.

 4. the stock exchange may also consider compulsory delisting of the 
non-compliant listed entity.

 5. In case of an entity which is non-compliant on the date of this Circular 
the stock exchange shall take penal action depending upon the period 
of non-compliance by the entity. However, the fines, as applicable, 
shall be imposed prospectively from the date of this Circular.

 6. the provisions of this Circular shall not apply to those entities where 
orders have already been passed by SEBI in relation to non-compli-
ance with minimum public shareholding requirements.

 7. the stock exchange may keep in abeyance the action or withdraw the 
action in specific cases where specific exemption from compliance 
with minimum public shareholding requirements under the listing 
Regulations/moratorium on enforcement proceedings has been 
provided under any Act or Order of Court/tribunal.

 8. where the listed entity has adopted a method for complying with 
minimum public shareholding requirements which is not prescribed/
approved by SEBI, the stock exchange shall refer such case to SEBI.

 9. Stock exchange shall disclose on its website name of non-compliant 
entity, amount of fine imposed, other actions taken against such entity 
and status of compliance including details of fines paid by the listed 
entity.

 10. Upon intimation of compliance by the listed entity with the minimum 
public shareholding requirements, the stock exchange shall, on being 
satisfied of such compliance, take the following actions:

 i. Intimate the depositories to unfreeze the securities of the pro-
moters and promoter group of the listed entity.

 ii. Intimate the listed entity that restrictions imposed on its pro-
moters, promoter group and directors on holding any new 
position shall not continue and the listed entity shall subse-
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