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Introduction

In this snapshot, we have provided a broad overview of recent delisting
offers* and our key takeaways from deal trends, including pre-launch
shareholding and premium expectations

We have analysed a total of 16 delisting offers, of which 9 were successful
and 7 failed

While this data is a helpful reflection of the earlier dynamic pricing regime,
we also discuss the key features of the newly introduced fixed price
delisting regime

* Our analysis covers voluntary delisting offers attempted during FY 2022-23 and FY 2023-24. It does not cover delisting offers which are currently
on-going, or those from stock exchanges other than BSE and NSE, involving the small companies route, cases of compulsory delistings and those
through a scheme of arrangement, or where it is pursuant to a winding up situation.
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Deal Trends

Pre-delisting promoter shareholding (%)

BF Investment 74.13
Bhagyanagar Properties 75
DFM Foods 73.70
Faze Three Autofab 74.92

Goldcrest Corporation I /236
Inspirisys Solutions 69.95
International Contructions I /5
J. L. Morison I 7489

KK Fincorp I 24.13

Phaarmasia 73.51

Shardul Securities 74.84
Shreyas Shipping and Logistics 70.44

TCI Developers 74.22
Thambbi Modern Spinning Mills 74.97
TTK Healthcare 74.56
Welcast Steels 74.85
0 10 20 30 40 50 60 70 80

Unsuccessful delisting offers - Successful delisting offers

In 14 of the 16 delisting offers, the pre-delisting shareholding of the promoter group of
the Listco was 70% or more
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Delisting offers with Indicative Price

Premium over Floor

Price (%) No of deals
0-10 7
10-20 1
20-30 3

Above 30 0

B Indicative Price offered

Premium of Indicative Price over Floor Price (%)
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Premium of RBB Price over Floor Price (%)
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Premium of RBB Price over Floor Price (%) No of deals
0-10 3
10-20 3
20-30 2
Above 30 3
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Premium of RBB Price over Indicative Price (%)
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Unsuccessful delisting offers - Successful delisting offers

Premium of RBB Price over Indicative Price

(%) No of deals
0-10 6
10-20 1
20-30 0

Above 30 1
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Takeaways and Learnings () KH5TAN

1. In 6 of the 8 delisting offers where 90% threshold was
met during RBB, the RBB Price was equal to the
Indicative Price

2.  An equal number of delisting offers were made for

frequently and infrequently traded scrips 1
3. There were 3 instances where the RBB Price was not
acceptable, and a counter-offer was made in 2 of these
instances
4. 9 of the 16 delisting offers were successful. 4 delisting 4 ‘

offers failed on account of delisting threshold of 90%
not being met during RBB and 1 delisting offer each

failed on account of: (a) rejection of RBB Price; (b) 90% g4 Successful offers

threshold not being met pursuant to counter-offer;

Failure on account of 90% threshold not
being met

5. SEBI recently issued an order in the Hexa Tradex M Rejection of RBB price

and (c) rejection by board of directors

Limited case clarifying the obligations of the board of
ying g B 90% threshold not being met in counter-

offer
compliance with securities laws. More specifically, any B Rejection by board of directors of the target
company

directors with respect to the disclosure of non-

ongoing proceedings would also need to be disclosed.
The board cannot shield itself by relying solely on the
due diligence report obtained from a peer review
company secretary.

The SEBI order also guides the committee of
independent directors (IDC) on delisting offers. The IDC
should consider the company's book value vis-a-vis the 8
floor price, and indicative price, if any. Additionally, the
IDC should take into account the weighted average
price from the initial public announcement to the IDC

meeting date.

B Frequently traded shares

B Infrequently traded shares
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1. Fixed price delisting:

a. In a significant boost to the Indian delisting regime, SEBI has recently
introduced a new fixed price voluntary delisting mechanism.

b. As you may recall, the existing delisting regime involves price discovery
through the reverse book build (RBB) mechanism — this has proven to be
highly impractical on account of unrealistic price expectations from public
shareholders (in short, the delisting price needed to be determined basis
bids made by the public — not basis a price offered by the acquirer).

C. To address this concern, SEBI has now introduced a ‘fixed price’ delisting
mechanism — in which the acquirer can upfront specify the delisting price
(being @ minimum 15% premium to the statutory minimum price, including
the last 60 days volume weighted average price). This completely changes
deal dynamics with public shareholders now left only with a binary ‘yes or
no’ option and completely negating any RBB price risk.

d. If public shareholder participation in the delisting offer results in the
acquirer’s aggregate stake reaching 90% - then the delisting is successful. To
illustrate, if an acquirer already holds 70% stake in an Indian listed company,
it would require an additional 20% public participation (now at a fixed price)
to achieve a successful delisting.

e. This development simplifies the delisting regime and presents an attractive
opportunity to delist companies at a pre-determined fixed price.
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2. Counter-offer threshold: The requirements have been revised in the context of a
counter-offer,. Now, if at least half of the publicly held shares are tendered, the
previously required 90% threshold has been reduced to 75%. The price for the
counter-offer can't be lower than the highest of these two: (a) the volume weighted
average price of the shares tendered under the RBB; and (b) Indicative Price, if any,
offered by the acquirer.

3. Delisting of investment holding companies (IHC): IHCs are companies that have at
least 75% of their fair value (net of liabilities) comprising direct investments in equity
shares of other listed companies. Under this route, the IHC will be permitted to delist
after undertaking the following actions through a scheme of arrangement:

a. transfer the underlying equity shares held by it in other listed companies to its
public shareholders proportionately;

b. make proportionate cash payments to its public shareholders against the assets
including investments in land, building, unlisted companies etc;

c. pursuant to the above, extinguish the entire public shareholding by way of
selective capital reduction.

4. Additional parameter for determining Floor Price: Adjusted book value to be
considered as an additional parameter for determining Floor Price. This mechanism
will consider the fair market value of target company’s assets. The new parameter
has been introduced to ensure that the Floor Price more accurately reflects the value
of the shares of the target company.

5. Reference date for determining Floor Price: Reference date will be the date of initial
public announcement made by the acquirer. This results in Floor Price being based
on an “undisturbed” market price.
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Arindam Ghosh

Partner | arindam.ghosh@khaitanco.com

Arindam is an expert in primary and secondary capital market transactions,
and public and private M&A. He regularly advises on corporate, foreign
exchange and securities law related matters. He has been a member of the
SEBI Working Group for review of SEBI Insider Trading Regulations.

Abhishek Dadoo

Partner | abhishek.dadoo@khaitanco.com

Abhishek specialises in Public M&A deals. He routinely advises financial and
strategic investors on listed company transactions. He has worked on
friendly as well as hostile bids in the listed space.
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Gaurav Malhotra Shashank Patil Anvita Mishra Jayantika Khanna
Counsel Counsel Principal Associate Principal Associate
gaurav.malhotra@khaitanco.com shashank.patil@khaitanco.com anvita.mishra@khaitanco.com jayantika.khanna@khaitanco.com

For more details contact Mumbai office at T: +91 22 6636 5000

This document provides some basic information pertaining to the practice area and should not be construed as a legal opinion or legal
advice. It may neither be relied upon by any person for any purpose, nor is it to be quoted or referred to in any public document or
shown to, or filed with any government authority, agency or other official body

7N KHAITAN
Q &CO R

AHMEDABAD | BENGALURU | CHENNAI | KOLKATA | MUMBAI | NCRDELHI | PUNE | SINGAPORE


mailto:abhishek.dadoo@khaitanco.com
mailto:arindam.ghosh@khaitanco.com
mailto:gaurav.malhotra@khaitan
mailto:gaurav.malhotra@khaitanco.com
mailto:shashank.patil@khaitanco.com
mailto:anvita.mishra@khaitanco.com
mailto:jayantika.khanna@khaitanco.com

	Slide 0
	Slide 1: Table of Contents 
	Slide 2: Introduction
	Slide 3: Deal Trends 
	Slide 4: Delisting offers with Indicative Price 
	Slide 5: Premium of RBB Price over Floor Price (%)
	Slide 6
	Slide 7: Takeaways and Learnings
	Slide 8: Key regulatory changes
	Slide 9: Key regulatory changes
	Slide 10: Contact

