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ANNEXURE 8 

PROCEDURE FOR TWO-WAY FUNGIBILITY OF IDRs 

1. The procedure for partial two-way fungibility prescribed herein shall be applicable to future IDR 
issuances as well as for the existing listed IDRs.  
 

2. The partial two-way fungibility means that the IDRs can be converted into underlying equity shares 
and the underlying equity shares can be converted into IDRs within the available headroom. The 
headroom for this purpose shall be the number of IDRs originally issued minus the number of IDRs 
outstanding, which is further adjusted for IDRs redeemed into underlying equity shares 

 

 
A. GUIDELINES FOR FUNGIBILITY OF FUTURE IDR ISSUANCE  
 
3. IDRs shall not be redeemable into underlying equity shares before the expiry of one year period 

from the date of listing of IDRs.  
 

4. After completion of one year period from the date of listing of IDRs, the issuer shall, provide two-
way fungibility of IDRs.  
 

5. IDR fungibility shall be provided on a continuous basis.  
 

6. The issuer shall provide said fungibility to IDR holders in any of the following ways:  
 
(a) converting IDRs into underlying shares; or  

(b) converting IDRs into underlying shares and selling the underlying shares in the foreign 
market where the shares of the issuer are listed and providing the sale proceeds to the IDR 
holders; or  

(c) both the above options may be provided to IDR holders.  
 
Provided that the option once exercised and disclosed by the issuer at the time of offering the 
IDRs to public cannot be changed without the specific approval of SEBI.  
 

7. All the IDRs that have been applied for fungibility by the holder shall be transferred to IDR 
redemption account at the time of application. The issuer shall take necessary steps to provide 
underlying shares or sale proceeds as per the choice made under para 6 above.  
 

8. The Issuer may receive requests from the holders of underlying shares and convert these into IDRs 
subject to the Headroom available with respect to the number of IDRs originally issued subject to 

 
 
B. GUIDELINES FOR FUNGIBILITY OF EXISTING LISTED IDRs  
 
9. After completion of one-year period from the date of issue of IDRs, the issuer shall, every year 

provide redemption/conversion of IDRs into underlying equity shares of the issuer of up to 25% of 
the IDRs originally issued. The Issuer shall invite expression of interest from IDR holders by giving 
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advertisements in leading English and Hindi national daily newspapers with wide circulation as well 
as notification to the stock exchanges giving the operating guidelines for redemption/ conversion 
of IDRs at least one month before the implementation.  
 

10. The issuer shall exercise the option specified in para 11 below provided that the same is disclosed 
in accordance with para 20 below.  

 
11. The mode of fungibility: The issuer shall provide the said fungibility to IDR holders in any of the 

following ways:  
 
(a) converting IDRs into underlying shares; or  

(b) converting IDRs into underlying shares and selling the underlying shares in the foreign 
market where the shares of the Issuer are listed and providing the sale proceeds to the IDR 
holders; or  

(c) both the above options may be provided to IDR holders.  
 

12. The periodicity for IDR fungibility shall be at least once every quarter. The fungibility window shall 
remain open for the period of at least seven days.  
 

13. Provided that the option once exercised and disclosed by the issuer to public cannot be changed 
without the specific approval of SEBI. However, the issuer may decide to exercise the option 
provided in para 21 below without specific approval from SEBI.  
 

14. Total number of IDRs available for fungibility during one fungibility window shall be fixed before the 
opening of the window. Re-issuances of IDRs during the fungibility window, if any, shall be 
considered for computation of Headroom only at the time of next cycle of fungibility. Fungibility 
window for this purpose shall mean the time period during which IDR holders can apply for 
conversion of IDRs into underlying equity shares.  
 

15. In case of requests for conversion in excess of the limit available, the manner of accepting IDRs 
for conversion/ redemption or shares for re-issuance shall be on proportionate basis.  
 

16. A reservation of 20% of the IDRs made available for redemption/conversion into underlying equity 
shares in the fungibility window shall be provided to Retail Investors. Within this reserved window:  

 
(a) in case of higher demand for fungibility, the demand shall be satisfied on proportionate 

basis. Further, the excess unsatisfied demand from the retail investors shall be included in 
the unreserved portion.   

(b) in case of lower demand for fungibility from retail investors, the unallocated portion shall be 
added to the unreserved portion.  

 
17. All the IDRs applied for fungibility shall be transferred to IDR redemption account at the time of 

application and in case of unsuccessful bids the balance IDRs shall be transferred back to the 
account of applicant. The issuer shall take necessary steps to provide underlying shares or cash 
as per the choice made under para 11 above.  
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18. The Issuer may receive requests from the holders of underlying shares and convert these into IDRs 
subject to the Headroom available with respect to the number of IDRs originally issued subject to 
the guidelines prescribed by RBI from time to time.  

19. In case of option of converting IDRs into underlying shares and providing the sale proceeds to the 
IDR holders, the issuer shall disclose the range of fixed/variable costs in percentage terms upfront 
and all the cost together shall not exceed 5% of the sale proceeds.  
 

20. Available Headroom and significant conversion/ reconversion transactions shall be disclosed by 
the issuer on a continuous basis.  
 

21. Existing issuers shall provide the option of redemption/ conversion within three months of 
notification of these guidelines.  

 
22. The existing issuer of IDR may exercise the option of using the guidelines available for the new 

issuers as referred above from the anniversary of the date of listing of their IDRs after the issuance 
of this circular or from any of the subsequent quarters thereafter. For this purpose, the issuer shall 
disclose the exercising of the said option by giving advertisements in leading English and Hindi 
national daily newspapers with wide circulation as well as notification to the stock exchanges giving 
the operating guidelines for redemption/ conversion of IDRs at least one month before exercising 
the option. The said option, once exercised, cannot be reversed.  
 

23. The issuer shall lay down the detailed procedures while taking into consideration the above broad 
guidelines in addition to other norms specified by SEBI and RBI, from time to time. 

 

****** 

  


