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Conversion of liability into shares would be subject to lock in

Background

Spicedet Limited (Company’) a listed public company which had an outstanding lease liability payable to aircraft lessor (‘'vendor’).
The management proposed to issue equity shares on preferential basis to the vendors in lieu of its lease liability to restructure its
outstanding liabilities (‘proposed transaction’).

Inreference to this, the company has sought informal guidance from SEBI on applicability of Regulation 163(3) & 167(2) of SEBI ICDR
Regulations' on the proposed transaction.

SEBI Guidance

SEBI viaits interpretive letter? clarified the following:

e Theprovisions of Regulation 163(3) of ICDR Regulations would not be applicable to the proposed transaction as the preferential
shares are issued in lieu of the rental obligation, being a monetary liability. In other words, valuation report by independent
valuer as normally required under Regulation 163(3) for issuance of preference shares for a consideration other than cash, may
not be required for the proposed transaction.

e It further clarified that the provisions of Regulation 167(2) will apply to the vendor and a lock-in period of 6 months to be
imposed from the date of trading approval.

Disclaimer: The informal guidance by SEBI is an opinion on the issue and not an order or decision of the regulator's board.

'The SEBI (Issue of Capital and Disclosure Requirements) Requlations, 2018
2SEBI Interpretive letter SEBI/HO/CFD/CFD-PoD-2/0W/P/2023/20934/1 dated 23 May 2023

The Alert is of general nature only and should not be considered as any legal or tax advice. The Reader should not take any decision basis the information contained in this
Alert and should be seeking a prior professional advice on the matters covered by the Alert. Neither RBSA Advisors LLP nor any individual associated with this Alert should
be considered as making any representation or warranty with respect to its accuracy or completeness, and under no circumstances would RBSA Advisors LLP or any
individuals associated with this alert be liable for any loss caused to any third party relying on any view or statement made in this Alert, without entering into a formal
Engagement Letter. The views provided in the Alert are those of the Preparer only and are subject to change without notice. The Alert shall not be copied, reproduced or
further distributed by the Recipients.
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