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Companies now have the freedom in the matter of deciding the price of shares to 
be issued for public subscription. The various legal aspects and procedural 
compliances relating to pricing of shares are outlined in this write up. 

The concept of joint stock company emerged with the industrial 
revolution that began in 19th Century in Europe. Under this 
system company's capital is divided into small denominations 
and raised from large number of people. Holders of shares are 
known as shareholders and they enjoy the privilege of 
transferring their shares to any other person they wish at 
prevailing market price. Stock exchange - the secondary 
market for securities provides the forum for purchase and sale 
of securities of listed companies. Prior to the deregulation 
process which began in the year 1991, ControiJer of Capital 
Issues (CCI) - a wing of Ministry of Finance, Govt. of India 
used to determine/assess the fair price which could be charged 
for any fresh issue of capital. A company desirous of raising 
capital from market had to obtain prior approval of CCI for 
the proposed issue price. 

SUBSEQUENT DEVELOPMENTS 
DEREGULATION REGIME 

POST 

The Securities and Exchange Board of India (SEBI) was 
established by the Govt. of India by enacting Securities and 
Exchange Board of India Act, 1992. Under this Act, SEBI 
has been given powers to regulate public issues, intermediaries 
connected with capital market, and to exercise control over 
functioning of Stock Exchange. SEBI has been constituted 
in line with Securities & Exchange Commission of USA. 
The Office of Controller of Capital Issues (CCI) was 
abolished. Now companies that wish to issue shares have 
been given full freedom to determine the price of shares to 
be issued by them. The SEBI has specified new capital issue 
regulations (SEBI - Disclosure and Investor Protection 
Guidelines) which contain provisions regarding issue of 
shares, pricing of shares etc. Amendments are made from 
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time to time to these Regulations. 

PROCESS OF ISSUING NEW SHARES 

1. A company that desires to raise capital from public for 
its various needs which may include requirement of 
fund for meeting part of new project cost, expansion 
of unit/production capacity, meeting working capital 
requirement or prepayment/repayment of debts or for 
any other purpose, is required to undertake the following 
activities:-

(i) Appointment of Merchant Banker(s) for preparation 
of draft prospectus. 

(ii) The purpose for which proposed capital is to be 
used is to be specified. 

(iii) Past financial results in specified format - duly 
certified by Company's auditors. 

(iv) Disclosures of information relating to the 
Management of company - background of 
promoters/directors. 

(v) Disclosures of Particulars of group companies, 
associated concerns. 

(vi) Pricing of public issues- justification for proposed 
share issue price - basis of price fixation, whether 
shares are to be issued at a fixed price or Book 
Building Process is to be followed. 

(vii) Due Diligence Certificate from SEBI approved 
Merchant Bankers, who are required to comment 
on Management assertion in prospectus document 
and justification given for proposed share issue 
price. 
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