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ABSTRACT

Special Purpose Acquisition Companies (SPACs) have emerged as a notable money relatedbinstrument,
offering exclusive organisations an elective course to open up to the world without the complexities of
standard Beginning public contributions. These limitless free pass associations raise upholds through a
First sale of stock with the sole inspiration driving meeting with or obtaining an ongoing business.
Nevertheless, SPACs in like manner raise essential real challenges associated with corporate organisation,
legal administrator commitments, securities consistence, and market straightforwardness. Allies and
administrators of SPACs ought to adhere to extreme organisation guidelines to avoid hostile conditions
and assurance financial backer protection. Authoritative bodies like the Securities and Exchange
Commission (SEC) in the U.S. likewise, SEBI in India have analysed SPACs, focusing in on openness
practices, the risks of debilitating, and monetary supporter assurances. The cross-line nature of some
SPAC trades further jumbles the legal scene, requiring wary thought with respect to charge, new exchange,
and combination control rules. As SEBI examines a design to work with SPACs in India, counterbalancing
improvement with rule will be essential for empowering business area trust and efficient turn of events.
This paper offers pieces of information into the progressing managerial environment and what the future
holds troubles defying SPACs all over the planet.

Keywords: SPACs, corporate governance, securities law, SEBI, fiduciary duties, IPO alternative, investor
protection, mergers and acquisitions.

Introduction

Special Purpose Acquisition Companies (SPACSs) are exceptional venture vehicles intended to raise capital
through a first sale of stock (Initial public offering) with the expectation of gaining a current organisation.
SPACs have acquired huge notoriety lately, arising as a practical option in contrast to customary Initial
public offerings. Their significance lies not just in that frame of mind to work with the quick section of
organisations into public business sectors yet additionally in their capability to make an incentive for
financial backers and target firms. Notwithstanding, the development of SPACs has raised a few legitimate
and administrative difficulties that merit nearer assessment. This paper means to investigate the complex
legitimate scene encompassing SPACs, zeroing in on their administrative structure, corporate
administration, and related lawful dangers. It will examine how these variables impact the two financial
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backers and the organisations that decide to open up to the world through SPACs. Furthermore, the paper
will look at the job of administrative bodies, for example, the Securities and Exchange of India (SEBI), in
managing SPAC exercises, particularly inside the Indian setting.The essential examination questions
directing this study include: What are the legitimate dangers related with SPACs? How do corporate
administration regulations apply to these substances? Which job does SEBI play in directing SPACs in
India?

To resolve these inquiries, the philosophy embraced will comprise of hypothetical examination grounded
in lawful points of reference, guidelines, and current market works on, giving a thorough comprehension
of the ramifications of SPACs in the developing monetary scene.Historical Development and Current
Trends

The idea of Special Purpose Acquisition Companies (SPACs) follows its beginnings back to the mid
1990s in the US. At first known as “ blank check companies” these substances permitted financial backers
to pool assets to procure a privately owned business, consequently working with its progress to a public
element. In any case, SPACs didn't get some decent forward momentum until the mid-2000s, when the
administrative climate started to lean toward these vehicles. Their fame flooded decisively during the
Coronavirus pandemic, as many organisations looked for elective courses to public business sectors in the
midst of dubious monetary circumstances. By 2020, SPACs turned into a predominant power in the
monetary scene, with record-breaking quantities of SPAC Initial public offerings raising billions of
dollars. Following their progress in the U.S., SPACs have picked up speed in different purviews all over
the planet. In Europe, nations like the United Kingdom and Germany have seen an expansion in SPAC
postings, with administrative bodies adjusting systems to oblige these speculation vehicles. In Asia,
districts, for example, Hong Kong and Singapore are effectively investigating SPAC guidelines, planning
to draw in unfamiliar speculations and modernise their capital business sectors. The worldwide SPAC
pattern shows a shift towards more adaptable capital-raising choices, mirroring a developing revenue from
financial backers and organisations the same.

India’s Position: SEBI’s Efforts Toward Creating a SPAC Framework

In India, the Securities and Exchange Board of India (SEBI) has perceived the capability of SPACs to
work with capital raising and draw in creative organisations to public business sectors. SEBI has started
conversations on laying out an administrative structure for SPACs, taking into account factors like
financial backer security, exposure necessities, and administration norms. These endeavours expect to
adjust India to worldwide patterns, permitting Indian organisations to use SPACs as a practical option in
contrast to conventional Initial public offerings.

SPACs offer distinct advantages over traditional IPOs, primarily by streamlining the process of going
public. For companies, SPACs provide quicker access to capital, reduced regulatory hurdles, and the
ability to negotiate terms privately before public announcement. In contrast, traditional IPOs involve
extensive scrutiny, longer timelines, and often, greater costs.

The following graphic illustrates the key differences between SPACs and traditional IPOs:

Feature SPACs Traditional IPO
Time to Market  |Shorter (few months) Longer (6-12 months)
Regulatory Burden |Lower initial scrutiny Higher initial scrutiny
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Cost Generally lower Typically higher
Negotiation Private negotiation before public reveal |Public process with market dynamics
Market Conditions |Less sensitive to market fluctuations  Highly sensitive to market conditions

The rise of SPACs reflects a broader shift in capital markets, offering innovative pathways for companies
to access public funding while navigating complex regulatory landscapes. As the global financial
ecosystem continues to evolve, SPACs are poised to play a significant role in shaping the future of public
offerings.

Legal Framework Governing SPACs

Corporate Law-The incorporation of Special Purpose Acquisition Companies (SPACs) is represented
by corporate regulation standards, which require the making of a lawful element that fills in as a vehicle
for capital raising and obtaining exercises. SPACs are normally settled as Delaware companies in the U.S.
because of the state's business-accommodating regulations. The Memorandum and Articles of Affiliation
frame the SPAC's motivation, administration structure, and functional conventions. These records assume
a basic part in characterising the powers and obligations of the top managerial staff and the supporters,
who are liable for recognising and arranging potential acquisition targets.Administration systems for
SPAC sheets are crucial, as they guarantee that fiduciary duties are maintained. The board generally
comprises of experienced industry experts who are entrusted with directing the administration of the SPAC
and guaranteeing that it acts to the greatest advantage of investors. The backers, who frequently hold
significant equity stakes, should offset their inclinations with those of public investors,

Securities Law-In the United States, SPACs are primarily governed by the Securities Act of 1933 and the
Securities Exchange Act of 1934. Under these laws, SPACs must file a registration statement with the
Securities and Exchange Commission (SEC) before conducting an initial public offering. This registration
statement must include disclosures about the SPAC’s management team, the intended use of proceeds,
and any risks associated with the investment. Importantly, once a SPAC identifies a target company for
acquisition, it must also file a proxy statement or prospectus to inform shareholders of the proposed
business combination. In India, the Securities and Exchange Board of India (SEBI) is in the process of
developing regulations for SPACs. These emerging regulations will likely address disclosure
requirements, governance standards, and investor protection measures to ensure a robust regulatory
framework that aligns with international practices. SEBI's proactive approach reflects a commitment to
fostering innovation in the capital markets while safeguarding the interests of investors.

Regulations of Stock Exchanges-In the U.S., SPACs commonly list on significant trades like the New
York Stock Exchange(NYSE) or the NASDAQ. The two trades have explicit posting decides that SPACs
should stick to, including least market capitalisation, investor value prerequisites, and the need to finish a
business mix inside an assigned time period, commonly two years. As India fosters its structure for SPACs,
future SEBI posting rules will be fundamental in setting principles for SPAC activities. These rules will
probably address viewpoints like least float necessities, obligatory exposures, and the course of events for
finishing consolidations. By laying out clear guidelines, SEBI expects to establish a favourable climate
for SPAC exercises while guaranteeing straightforwardness and financial backer certainty.

Mergers & Acquisitions Law-At the point when a SPAC distinguishes an objective organisation, a few
authoritative records should be ready, including merger agreement and shareholder resolution. The merger
agreement layouts the details of the securing, including the price tag, conditions point of reference, and
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portrayals and guarantees. Shareholder approval is frequently required, requiring the readiness of point by
point intermediary materials that educate investors regarding the exchange's suggestions.In India,
administrative clearances are a basic part of the M&A process, particularly for bigger arrangements that
might raise contest concerns. The Competition Commission of India (CCI) surveys proposed mergers to
evaluate their effect on market rivalry. In the event that a SPAC exchange surpasses endorsed edges, it
should look for endorsement from the CCI, which can force conditions or deny the consolidation to keep
up with cutthroat honesty on the lookout.All in all, the legal framework overseeing SPACs envelops
different regions, including corporate regulation, protections regulation, stock trade guidelines, and M&A
regulation. As SPACs keep on developing in the worldwide monetary scene, an unmistakable and
extensive administrative system will be fundamental for their feasible development and achievement.
Corporate Governance and Fiduciary Duties-The patrons of a Special Purpose Acquisition Companies
(SPAC) assume an essential part in its development and activity, normally containing experienced
investors and industry experts. They are liable for raising capital through the SPAC's first sale of stock
(Initial public offering) and thusly distinguishing and arranging the securing of an objective organisation.
Nonetheless, the critical monetary interest of sponsors — frequently holding a significant value stake —
can prompt expected irreconcilable situations. For example, sponsors might focus on their monetary
returns over the interests of public investors, especially during the negotiation of merger terms. This
contention can appear in over the top pay game plans or positive arrangement structures that may not line
up with the wellbeing of the investors. The chiefs and officials of a SPAC are entrusted with maintaining
trustee obligations, including the obligation of care and the obligation of dependability. The obligation of
care commands that they go with informed choices in view of an exhaustive examination of the accessible
data, while the obligation of dependability expects them to act to the greatest advantage of the SPAC and
its investors. With regards to a SPAC, these obligations are basic as the chiefs and officials should assess
potential obtaining targets and arrange consolidation arrangements that are fair and evenhanded. Inability
with comply to these obligations can open them to legitimate dangers, including investor claims for break
of trustee obligation. Legal dangers related with SPACs frequently emerge from breaks of fiduciary duties
or failure in revelation. For example, in the sponsor or board member focuses on private interests over
those of the SPAC, they might confront lawful activity from investors. Furthermore, lacking or deluding
disclosers during the procurement process can prompt administrative investigation and likely punishments
from the Securities and Exchange Commission (SEC) or the Securities and Exchange Board of India
(SEBI). Straightforwardness is fundamental to moderate these dangers; consequently, SPACs should give
clear and complete data in regards to their activities, securing techniques, and monetary execution.
Investors in a SPAC exchange have specific privileges that are basic to their security. Casting a ballot
rights are a crucial viewpoint, permitting investors to decide on proposed business blends. This casting a
ballot interaction is ordinarily worked with through intermediary proclamations that detail the particulars
of the consolidation, its likely effect, and any related dangers. Furthermore, SPAC investors are frequently
conceded reclamation choices, empowering them to pull out their venture in the event that they don't
support the proposed obtaining. This right goes about as a protect against troublesome exchanges.
Moreover, the SEC and SEBI require SPACs to give definite divulgences in their intermediary
explanations, guaranteeing that investors are completely educated prior to deciding. These revelations
should incorporate material data about the objective organisation, the details of the exchange, and any
potential dangers related with the consolidation. By sticking to these administration standards and keeping

IJFMR240630146 Volume 6, Issue 6, November-December 2024 4



https://www.ijfmr.com/

i International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

up with straightforwardness, SPACs can improve investor certainty and moderate legitimate dangers
related with guardian obligations.

Regulatory and Compliance Challenges

Regulatory Scrutiny by the SEC-The Securities And Exchange Commission (SEC) assumes a crucial
part in controlling SPACs to guarantee straightforwardness and investor assurance. One of the primary
areas of examination includes forward-looking proclamations and monetary projections. SPACs
frequently depend intensely on projections of future income and development potential while advertising
a procurement focus to financial backers. Albeit the Private Securities Litigation Reform Act (PSLRA)
offers some protected harbour securities for forward-looking proclamations, SPACs have confronted
analysis for utilising excessively hopeful projections. The SEC has communicated worries that these
projections could delude financial backers and support speculative way of behaving. Another
administrative issue emerges from hostile to misrepresentation arrangements under government
protections regulations, for example, Rule 10b-5 of the Securities Exchange Act of 1934. This standard
denies material misquotes or exclusions regarding the buy or offer of protections. In the event that a SPAC
neglects to uncover all pertinent data about a proposed consolidation or participates in misleading
practices, it might confront protections suit from financial backers. SPACs are likewise likely to legal
claims on the off chance that investors feel they were deceived in regards to the objective organisation's
monetary wellbeing or possibilities.

Indian Regulatory Challenges-In India, SPACs are still in an early stage, with SEBI yet to carry out a
thorough legitimate structure for their tasks. The shortfall of explicit guidelines represents a few
difficulties, including vulnerability over revelation norms, administration prerequisites, and financial
backer security measures. This administrative hole leaves financial backers defenseless against chances,
like possible irreconcilable situations and insufficient expected level of effort during consolidations.To
relieve these dangers, SEBI is effectively dealing with planning rules to establish a favourable climate for
SPACs. These rules are supposed to cover angles like least capital prerequisites, investor security, and
administration systems. SEBI's methodology intends to energise the utilisation of SPACs while offsetting
advancement with the requirement for strong administrative oversight. More clear rules could open new
roads for Indian organisations to get to capital through SPACs, adding to the advancement of the country's
monetary business sectors.

Cross-border Transactions-SPACs frequently take part in cross-border transactions, where the objective
organisation works in various purviews. These exchanges present complex administrative and consistence
challenges, including the need to follow foreign exchange guidelines. In India, such exchanges are
administered by the Foreign Exchange Management Act (FEMA), which forces limitations on the
progression of capital across borders. Guaranteeing consistence with these guidelines is fundamental to
keep away from punishments and postpones in the exchange. Tax assessment is one more basic worry in
cross-line SPAC bargains. Tax treatment fluctuates across locales, and organisations should explore
twofold tax collection issues and arrangement advantages to upgrade the monetary design of the
consolidation. Moreover, target organisations might be dependent upon administrative filings and
endorsements from numerous wards, further convoluting the consistence interaction. Fruitful cross-line
exchanges require nitty gritty preparation and joint effort between legitimate, monetary, and
administrative specialists. By tending to these difficulties proactively, SPACs can guarantee smoother
exchanges and keep away from expensive consistence gambles. As SPACs keep on developing worldwide,
settling these administrative and consistence obstacles will be vital for their drawn out supportability and
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achievement.

Risks and Legal Issues

Dilution Risks-A critical element of SPACs is the issuance of warrants, which give financial investors
the option to buy extra offers at a predefined cost. While these warrants offer expected potential gain, they
likewise present weakening dangers for investors. At the point when financial investors practice their
warrants, the all out number of offers increments, subsequently lessening the proprietorship level of
existing investors. This weakening can adversely influence the offer cost and cutoff returns, particularly
assuming that the objective organisation fails to meet expectations after the consolidation. Warrants gave
to supports further compound this issue, as they frequently get great terms contrasted with public financial
backers.

Failure to Find a Target-Most SPACs work under a severe two year cutoff time to finish a business mix.
On the off chance that a reasonable objective isn't found inside this time period, the SPAC is expected to
sell and return the assets to investors. While investors accept their unique venture, there are critical
legitimate and monetary ramifications. The patrons ordinarily relinquish their underlying speculation,
prompting misfortunes. Also, public financial backers might endure opportunity costs, as their capital
remaining parts restricted during the time of idleness. Moreover, the liquidation cycle should conform to
legitimate customs, incorporating filings with the applicable administrative bodies (e.g., the SEC or SEBI),
to guarantee that all assets are appropriately returned and liabilities are settled. Neglecting to follow these
strategies might bring about administrative punishments or investor claims.

Disputes and L.itigation-SPACs face significant prosecution chances, especially assuming investors are
disappointed with the consolidation result. Bombed consolidations can set off claims asserting fumble or
break of trustee obligations by the supporters and chiefs. Disappointed financial backers may likewise
start legal claims, asserting lacking exposures or misdirecting projections during the consolidation
interaction. These fights in court can prompt huge monetary liabilities and harm the standing of the patrons
and the objective organisation.

Insider Trading and Market Manipulation-

Dilution Risk: Impact of Warrant Exercise on Ownership
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The SPAC interaction is powerless against insider exchanging and market control, as data with respect to
potential consolidations can essentially influence stock costs. Administrative bodies, for example, the SEC
and SEBI intently screen SPAC exercises to forestall unlawful exchanging. People with admittance to
non-public data, like supporters or insiders, are disallowed from exchanging on that information. To
deflect insider exchanging, SPACs are dependent upon rigid revelation necessities. Administrative
systems likewise incorporate enemy of misrepresentation arrangements, which engage specialists to make
a move against any type of market control. Consistence with these guidelines is fundamental for SPACs
to keep up with trust and stay away from punishments, guaranteeing a fair and straightforward market for
all members.

SPACs and the Future Legal Landscape in India

The eventual fate of SPACs in India looks encouraging, particularly as the Securities And Exchange group
of India (SEBI) pushes toward concluding an administrative structure. With a developing hunger for
elective raising money systems and lively startup environments, SPACs can possibly change India’s capital
business sectors. When clear rules are presented, organisations looking for quicker open posting courses
might incline toward SPACs over conventional Initial public offerings, giving new open doors to the two
organisations and financial backers. For legitimate experts, the ascent of SPACs will open huge warning
open doors in various regions like mergers and acquisitions (M&A), corporate administration, and
protections regulation consistence. Lawyers will assume a basic part in directing SPAC supports through
organising exchanges, drafting merger agreements , and guaranteeing regulatory compliance. In addition,
legal expertise will be expected to address investor disputes, legal claims, and administration issues
connected with SPAC mergers. India can benefit by drawing examples from worldwide SPAC patterns.
Purviews like the U.S. furthermore, Europe have deeply grounded systems, zeroing in on discloser
necessities, investor security, and administration rehearses. India's administrative bodies can take on
comparative accepted procedures while fitting approaches to fit homegrown economic situations. Copying
the protected harbour assurances presented by U.S. regulations for forward-looking proclamations and
working on the straightforwardness of support motivations are a few estimates that could improve the
believability of SPAC exchanges in India.

As cross-border SPAC bargains become more normal, the contribution of Indian organisations in
worldwide exchanges will likewise require legitimate ability in regions, for example, foreign exchange
laws, tax structuring, and multi-jurisdictional compliance. With the right administrative climate, SPACs
could turn into a strong monetary instrument, offering both financial development and new profession
roads for India's legal community.

CONCLUSION

SPACs address a creative funding vehicle, offering organisations a quicker and more adaptable option in
contrast to customary Initial public offerings. As seen universally, their capacity to streamline the listing
process and draw in different investments has started huge premium across financial market sectors. Be
that as it may, the progress of SPACs pivots on monetary variables as well as on the strength of their legal
and administrative systems. In locales like the U.S. what's more, Europe, robust governance structures,
disclosure obligation, and anti fraud provisions have been instrumental in dealing with the dangers related
with SPAC exchanges.In India, the potential for SPACSs to flourish stays immense, particularly as SEBI
pursues concluding guidelines to energise and encourage this model. A very much created legal structure
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will be vital for address difficulties, for example, dilution risk, shareholder rights, and governance issues.
The presentation of SPAC-accommodating arrangements could open new open doors for Indian
organisations, especially new companies, to raise capital productively on worldwide and homegrown stock
trades. Moreover, as cross-line SPAC exchanges increment, India should adjust its guidelines to
worldwide prescribed procedures to work with consistent worldwide mergers. For the legal profession,
SPACs offer a powerful area of work on, spanning M&A, corporate governance, securities law, and
litigation. As SPAC-related exchanges fill in intricacy, legal counsellors will assume a significant part in
directing sponsors, target organisations, and investors through administrative difficulties and governance
framework.

At last, SPACs address both open door and chance. With the right administrative climate and proactive
administration, India stands to profit from the monetary capability of SPACs while cultivating more
noteworthy development in its monetary business sectors. As the scene develops, it will be basic for lawful
experts, controllers, and market members to work cooperatively in moulding a practical future for SPACs
in India.
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