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TAKEOVER

)

Takeover implies acquisition of control of a company, which is already registered, through

the purchase or

exchange of shares.

Takeovers usualy take place when shares are acquired or purchased from the shareholders of a company
at aspecified priceto the extent of at least controlling interest in order to gain control of that company.

Takeover is a corporate device whereby one company acquires control over another company, usually
by purchasing all or a majority of its shares. Ordinarily, alarger company takes over a smaller company.
However, in areverse takeover, a smaller company acquires control over alarger company.

As the motive is to takeover of other business, the acquiring company offers to buy the shares at a very
high premium, that is, the gaining difference between the offer price and the market price of the share.
This entices the shareholders and they sell their stake to earn quick money. This way the acquiring
company gets the majority stake and takes over the ownership control of the target company

The takeover strategy has been concelved to improve corporate value, achieve better productivity and
profitability by making optimum use of the available resourcesin the form of men, materials and machines.
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OBJECTS/BENEFITSOF TAKEOVER

(@) To effect savings in overheads and other working expenses on the strength of
combined resources;

(b) To achieve product development through acquiring firms with compatible

Theobjectsof a products and technol ogical/manufacturing competence,
takeover may (c) To diversify through acquiring companies with new product lines as well as
interalia be:- new market areas

(d) Toimprove productivity and profitability

(e) To create shareholder value and wealth by optimum utilisation of the resources
of both companies;
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(f) To eliminate competition;
(g) To achieve economy of scale
(h) To increase market share;

FACTOR WHICH MAKE A COMPANY VULNERABLE TO
TAKEOVER BIDS

(@)

L ow stock price with relation to the replacement cost of assets or their potential earning power.

(b)

A highly liquid balance sheet with large amounts of excess cash, a valuable securities portfolio and
significantly unused debt capacity;

(©)

Good cash flow in relation to current stock prices,

(d)

Subsidiaries and properties which could be sold off without significantly impairing cash flow;

(€)

Relatively small stockholding under the control of an incumbent management.

KINDS OF TAKEOVER

Takeovers may be broadly classified into three kinds:-

KINDSOF TAKEOVER
Under

On the Basis of Compliance On the basis of Nature

' | !
| ' ' v l

Takeover of Takeover of Friendly Hostile Bail Out
Unlisted Listed Takeover Takeover Takeover
Companies Companies

FRIENDLY TAKEOVER

Friendly takeover is with the consent of taken over company. In friendly takeover, there is an
agreement between the management of two companies through negotiations and the takeover bid
may be with the consent of majority or al shareholders of the target company. This kind of takeover
is done through negotiations between two groups. Therefore, it is aso called negotiated takeover.

HOSTILE TAKEOVER

When an acquirer company does not offer the target company the proposal to acquire its undertaking
but silently and unilaterally pursues efforts to gain control against the wishes of existing
management, such acts of acquirer are known as ‘ hostile takeover’. Such takeovers are hostile on the
management and are thus called hostile takeover.

BAIL OUT TAKEOVER

Takeover of a financially sick company by a profit earning company to bail out the former is
known as bail out takeover. There are several advantages for a profit making company to takeover a
sick company.
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The price would be very attractive as creditors, mostly banks and financial institutions having a
charge on the industrial assets, would like to recover to the extent possible. Banks and other
lending financial institutions would evaluate various options and if there is no other go except to sell
the property, they will invite bids. Such a sale could take place in the form by transfer of shares. Thus
abail out takeover takes place with the approval of the Financia Institutions and banks.

LEGAL ASPECTSOF TAKEOVER

The regulatory framework for (&) The Companies Act, 2013 (Section 235, 236 & 238),

controlling the takeover activities of a |(b) SEBI (Substantial Acquisition of Shares and Takeovers)
company consists of:- Regulations, 2011.

() Regulation 38 of SEBI (LOADR) Regulations,2015

» TAKEOVER OF UNLISTED COMPANIES

POWER AND DUTY TO ACQUIRE SHARES OF SHAREHOLDERS

DISSENTING FROM SCHEME OR CONTRACT APPROVED BY MAJORITY
SECTION 235

(1) Where a scheme or contract involving the transfer of shares or any class of shares in a company
(the transferor company) to another company (the transferee company) has, within four months
after making of an offer in that behalf by the transferee company, been approved by the holders
of not less than nine-tenthsin value of the shares whose transfer is involved, other than shares
already held at the date of the offer by, or by a nominee of the transferee company or its
subsidiary companies, the transferee company may, at any time within two months after the
expiry of the said four months, give notice in the prescribed manner to any dissenting shareholder
that it desiresto acquire his shares.

(2) Where a notice under sub-section (1) is given, the transferee company shall, unless on an
application made by the dissenting shareholder to the Tribunal, within one month from the
date on which the notice was given and the Tribunal thinks fit to order otherwise, be entitled
to and bound to acquire those shares on the terms on which, under the scheme or contract, the
shares of the approving shareholders are to be transferred to the transferee company.

(3) Where a notice has been given by the transferee company under sub-section (1) and the Tribunal
has not, on an application made by the dissenting shareholder, made an order to the contrary,
the transferee company shall, on the expiry of one month from the date on which the notice has
been given, or, if an application to the Tribuna by the dissenting shareholder is then pending,
after that application has been disposed of, send a copy of the notice to the transferor company
together with an instrument of transfer, to be executed on behalf of the shareholder by any
person appointed by the transferor company and on its own behalf by the transferee company, and
pay or transfer to the transferor company the amount or other consideration representing
the price payable by the transferee company for the shares which, by virtue of this section, that
company is entitled to acquire, and the transferor company shall—

(a) thereupon register the transfer ee company asthe holder of those shares; and

(b) within one month of the date of such registration, inform the dissenting shareholders of
the fact of such registration and of the receipt of the amount or other consideration representing
the price payable to them by the transferee company.
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(4) Any sum received by the transferor company under this section shall be paid into a separate
bank account, and any such sum and any other consideration so received shall be held by that
company in trust for the several persons entitled to the shares in respect of which the said
sum or other consideration were respectively received and shall be disbursed to the entitled
shareholder swithin sixty days.

(5) In relation to an offer made by a transferee company to shareholders of a transferor company
before the commencement of this Act, this section shall have effect with the following
modifications, namely:—

(&) in sub-section (1), for the words “the shares whose transfer is involved other than shares
aready held at the date of the offer by, or by a nominee of, the transferee company or its
subsidiaries,”, the words “the shares affected” shall be substituted; and

(b) in sub-section (3), the words “together with an instrument of transfer, to be executed on
behalf of the shareholder by any person appointed by the transferee company and on its own
behalf by the transferor company” shall be omitted.

Explanation.—For the purposes of this section, “DISSENTING SHAREHOLDER” includes a
shareholder who has not assented to the scheme or contract and any shareholder who has failed
or refused to transfer his shares to the transferee company in accordance with the scheme or
contract.

IMPORTANT INGREDIENTSOF THE SECTION 235

() The proposed transfer of shares by the transferor company must be approved by the holders of
9/10™ in value of the shares whose transfer is involved and this approval should be obtained
within 4 months of the offer being floated. (Section 235(1))

(b) In calculating 90%, the shares aready held by the transferee company, a nominee for the
transferee company and any subsidiary of the transferee company shall be excluded from the total
shares. (Section 235(1))

(c) The transferee company may give notice, within 2 months of the aforesaid 4 months, to the
dissentient shareholders, in the prescribed manner for acquisition of their shares. The manner for
such notice is prescribed under Rule 26 of Companies (Compromises, Arrangements and
Amalgamations) Rules, 2016 . Rule 26 provides that the transferee company shall send a notice to
the dissenting shareholder(s) of the transferor company, in Form No. CAA.14 , at the last
intimated address of such shareholder, for acquiring the shares of such dissenting shareholders.
(Section 235(1))

(d) Unless the dissentient shareholders, within 1 month of the above notice, obtain Court order to the
contrary or stipulating certain other conditions, the transferee company is entitled and bound to
acquire the shares on the terms as stated in the scheme or contract. (Section 235(2))

(e) The transferee company shall, on the expiry of 1 month from the date on which the notice has
been given, or, if an application to the Court by the dissenting shareholders is there pending, after
that application has been disposed of, approach the transferor company along with the duly
executed transfer deed and pay the transfer consideration to the transferor company and
whereupon the transferor company is required to register the transfer and within 1 month inform
the dissentient shareholders of this fact. (Section 235(3))

(f) When the scheme is approved by the holders of not less than nine tenth (90%) in value of the
shares of the transferor company whose transfer is involved, it shall be binding on al the
shareholders of the transferor company (including dissenting shareholders), unless the Court
Orders otherwise.
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CASE LAWS

When the schemeis binding on minority shareholder sincluding dissenting shar eholder s?

When the scheme is approved by the holders of not less than nine tenth (90%) in value of the shares of the
transferor company whose transfer is involved, it shall be binding on all the shareholders of the
transferor company (including dissenting shareholders), unless the Court/NCLT Orders otherwise.

CASE LAW

SViswanathan

V. Power of Acquisition of Shares of dissentient minority shareholders is not
East India Digtilleries& | ultraviresthe constitution of India.
Sugar Factories Limited

Benarasi Das Saraf Where the scheme or contract has been approved by 90% of the shareholders,
V. the offer of the transferee company will be treated as prima-facie a fair one
dalmia Dadri Cement Ltd. | and the onuswill be on the dissentientsto show the contrary.

SECTION 235 -CHART
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PURCHASE OF MINORITY SHAREHOLDING
SECTION 236

(1) In the event of an acquirer, or a person acting in concert with such acquirer, becoming registered
holder of ninety per cent. or more of the issued equity share capital of a company, or in the event of
any person or group of persons becoming ninety per cent majority or holding ninety per cent. of the
issued equity share capital of a company, by virtue of an amalgamation, share exchange, conversion of
securities or for any other reason, such acquirer, person or group of persons, as the case may be, shall
notify the company of their intention to buy the remaining equity shares.

415 Takeover CORPORATE LAW ACADEMY ™
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(2

3

(4)

()

(6)

(7)

(8)

(9)

The acquirer, person or group of persons under sub-section (1) shall offer to the minority
shareholders of the company for buying the equity shares held by such shareholders at a price
determined on the basis of valuation by aregistered valuer in accordance with such rules as may be
prescribed.

Without prejudice to the provisions of sub-sections (1) and (2), the minority shareholders of the company
may offer to the majority shareholders to purchase the minority equity shareholding of the company at
the price determined in accor dance with such rules as may be prescribed under sub-section (2).

The majority shareholders shall deposit an amount equal to the value of shares to be acquired by
them under sub-section (2) or sub-section (3), as the case may be, in a separate bank account to be
operated by the transferor company for at least one year for payment to the minority shareholders and
such amount shall be disbursed to the entitled shar eholder s within sixty days:

Provided that such disbursement shall continue to be made to the entitled shareholdersfor a period
of one year, who for any reason had not been made disbursement within the said period of sixty days
or if the disbursement have been made within the aforesaid period of sixty days, fail to receive or
claim payment arising out of such disbursement.

In the event of a purchase under this section, the transferor company shall act as a transfer agent
for receiving and paying the price to the minority shareholders and for taking delivery of the shares
and delivering such sharesto the majority, as the case may be.

In the absence of a physical delivery of shares by the shareholder s within the time specified by the
company, the shar e certificates shall be deemed to be cancelled, and the transferor company shall
be authorised to issue sharesin lieu of the cancelled shar es and complete the transfer in accordance
with law and make payment of the price out of deposit made under sub-section (4) by the majority in
advance to the minority by despatch of such payment.

In the event of amajority shareholder or shareholders requiring a full purchase and making payment of
price by deposit with the company for any shareholder or shareholders who have died or ceased to
exist, or whose heirs, successors, administratorsor assignees have not been brought on record by
transmission, the right of such shareholders to make an offer for sale of minority equity shareholding
shall continue and be available for a period of three years from the date of maority acquisition or
majority shareholding.

Where the shares of minority shareholders have been acquired in pursuance of this section and as on or
prior to the date of transfer following such acquisition, the shareholders holding seventy-five per cent.
or more minority equity shareholding negotiate or reach an understanding on a higher price for
any transfer, proposed or agreed upon, of the shares held by them without disclosing the fact or
likelihood of transfer taking place on the basis of such negotiation, understanding or agreement, the
majority shareholders shall share the additional compensation so received by them with such
minority shareholderson a prorata basis.

Explanation.—For the purposes of this section, the expressions “acquirer” and “person acting in
concert” shall have the meanings respectively assigned to them in clause (b) and clause (e) of sub-
regulation (1) of regulation 2 of the Securities and Exchange Board of India (Substantial Acquisition of
Shares and Takeovers) Regulations, 1997.

When a shareholder or the mgjority equity shareholder failsto acquire full purchase of the shares of
the minority equity shareholders, then, the provisions of this section shall continue to apply to the
residual minority equity shareholders, even though,—

(a) the shares of the company of the residual minority equity shareholder had been delisted; and

(b) the period of one year or the period specified in the regulations made by the Securities and Exchange
Board under the Securities and Exchange Board of India Act, 1992, had el apsed.
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DETERMINATION OF PRICE FOR PURCHASE OF MINORITY SHAREHOLDING
Rule 27 of Companies (Compromises, Arrangements and Amalgamations) Rules, 2016

For the purposes of section 236 (2),the registered valuer shall determine the price (hereinafter called as
offer price) to be paid by the acquirer, person or group of persons referred to in section 236 (1) for
purchase of equity shares of the minority shareholders of the company, in accordance with the following
rules:-

(A) Inthe case of alisted company,-
(i) the offer price shall be determined in the manner as may be specified by the SEBI under the
relevant regulations framed by it, as may be applicable; and

(ii) theregistered valuer shall also provide a valuation report on the basis of valuation addressed
to the Board of directors of the company giving justification for such valuation.

(B) In the case of an unlisted company and a private company,
(i) the offer price shall be determined after taking into account the following factors:-

(a) the highest price paid by the acquirer, person or group of persons for acquisition during
|ast twelve months;

(b) the fair price of shares of the company to be determined by the registered valuer after
taking into account valuation parameters including return on net worth, book value of
shares, earning per share, price earning multiple vis-a-vis the industry average, and such
other parameters as are customary for valuation of shares of such companies; and

(ii) theregistered valuer shall also provide a valuation report on the basis of valuation addressed to the
board of directors of the company giving justification for such val uation.

SECTION 236- CHART

WHEM THE ACQUIRER'S HOLDING [NEW+EXISTING) BECOMES 30% OR MORE IN TGT. CO,
AMND
THE ACQUIRER DOESHN'T GIVE MOTICE U/5 235 TO DISSENTING 5CH,

ACOLUIRER CO. SHALL GIVE MOTICE TO ALL SUCH DISSENTING 5CH OF TGT. OO, TO ACO LIRE
THE 5SHARES

IFANY DISSENTING 5CH. GIVE POSITIVE REPLY , THE ACQUIRER SHALL BE

“ENTITLED AND BOUND" TO ACQUIRE THE SHARES AT ;-

PRICE DETERMIMNED. ON THE BASIS OF VALUATION BY A REGISTERED VALUER
N ACCORDANCE WITH PRESCRIBED RULES.

ACQUIRER CO. SHALL DEPOSIT WITH TGT. CO AMOUNT OF PURCHASE CONSIDERATION IN
SEPARATE BANK ACCOUNT TO BE OPERATED BY TGT. CO.

SUCH COMSIDERATION SHALL BE PAID TO ENTITLED SCH. BY TGT. CO. WITHIN &0 DAYS.
BANKACCOURNT SHALL BE OPERATED FOR 1 YEAR BY TGT. CO.
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REGISTRATION OF OFFER OF SCHEMES INVOLVING TRANSFER

OF SHARES
SECTION 238

(D Inrelation to every offer of a scheme or contract involving the transfer of shares or any class of shares

in the transferor company to the transferee company under section 235,—

(a) every circular containing such offer and recommendation to the members of the transferor
company by its directors to accept such offer shall be accompanied by such information and in
such manner asmay be prescribed;

(b) every such offer shall contain a statement by or on behalf of the transfer ee company, disclosing
the stepsiit has taken to ensure that necessary cash will be available; and

(c) every such circular shall be presented to the Registrar for registration and no such circular
shall be issued until it is so registered:

Provided that the Registrar may refuse, for reasons to be recorded in writing, to register any such

circular which does not contain the information required to be given under clause (a) or which sets out

such information in a manner likely to give a false impression, and communicate such refusal to the
parties within thirty days of the application.

(2) Anappeal shall lieto the Tribunal against an order of the Registrar refusing to register any circular
under sub-section (1).

(3) The director who issues a circular which has not been presented for registration and registered under
clause (c) of sub-section (1), shall be punishable with fine which shall not be less than twenty-five
thousand rupees but which may extend to five lakhs.

IMPORTANT INGREDIENTS OF THE SECTION 238

() every such offer or every circular containing such offer or every recommendation to the members of
transferor company by its directors to accept such offer shall be accompanied by the information
prescribed under Form No. CAA.15 of Companies (Compromises, Arrangements and amal gamations)
Rules, 2016.

(b) Every such offer shall contain a statement by or on behalf to the transferee company, disclosing the

stepsit has taken to ensure that necessary cash will be available.

(c) Every such circular shall be presented to the Registrar of Companies for registration and no such
circular shall be issued until it is so registered.

(d) The Regidrar may refuse to register any such circular which does not contain the information as
prescribed in Form No. CAA.15 of Companies (Compromises, Arrangements and amalgamations) Rules,
2016 or if the circular issued sets out such information in a manner likely to give false impression. The
apped against the refusal of the ROC shall lie before the National Company Law Tribunal.

OTHER ASPECTS
1. AUTHORISATIONIN THE MOA

It is necessary that the Memorandum of Association of the acquirer company should contain as one of
the objects of the company a provision to takeover the controlling shares in another company. However,
if the memorandum of a company does not have such a provision, the company must alter the
obj ects clause in its memorandum, by convening an extraordinary general meeting of the shareholders of
the company and passing a special resolution under section 13 of the Companies Act, 2013.
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DOCUMENTSINVOLVED

(&) Minutes of Board meeting containing consideration and approval of the offer sent to the transferor
company.

(b) Offer of ascheme or contract sent to the transferor company.

(c) Noticeto dissenting shareholdersif any, of the transferor company.

(d) Notice to the remaining shareholders of the transferor company, who have not assented to the
proposed acquisition, if any.

(e) Form No. CAA. 15received from the transferor company.

(f) Minutes of general meeting of the company containing approval of the shareholders to the offer of
scheme or contract sent to the transferor company.

(9) Tribunal order, if any.

DRAFTING

1. NOTICETO DISSENTING SHAREHOLDERS PURSUANT TO SECTION 235 OF
COMPANIESACT, 2013

WHEREAS on the 1st day of January 2017, the transferee company made an offer to the shareholders
of the transferor company and whereas within 4 months of the date of making offer, holders of not less
than 90% in value of the said shares approve the offer.

FURTHER as per the provision of Section 235 (1) of the Companies Act, 2013, notice is hereby given
that Transferee Company is desirous to acquire the shares of dissenting shareholders within the
prescribed period.

Signature...........
Dated this....... day of ........ —

. AUTHORISATION TO INVEST IN THE SHARESOF THE INVESTEE COMPANY

"RESOLVED THAT pursuant to Section 186 and other applicable provisions, if any, of the
Companies Act, 2013 and authorization given by the members of the company at their meeting held
(o] o IO unanimous consent of the Board of Directors be and is hereby given to invest
upto............ equity shares of M/sABC Ltd. at apriceof......... each."

TRANSFEROR COMPANY (DOCUMENTSETC. INVOLVED IN
THISPROCESS)

Checkthat 1. Offer of ascheme or contract from the transferee company \
Check that 2. M.I nu'@ of Board meeting containing consideration of the offer and its acceptance or
rejection
Check that 3. Notice calling general meeting |
Check that 4. Form CAA 14 circulated to the members \
5. Minutes of general meeting of the company containing approva of the offer by
Check that S : . .
statutory majority in value and in numbers also, if required
Check that 6. Court order, if any
Takeover CORPORATE LAW ACADEMY
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Checkthat 7. Register of Members
8. Notice sent by the transferee company to dissenting shareholders for acquiring their

Check that chares

Check that 9. Duly filled in and executed instrument(s) of transfer of shares held by the dissenting
shareholders

Check that 10. Bank Pass Book or Statement of Account in respect of the amount deposited in the

special bank account to be kept in trust for the dissenting shareholders

Check that  11. Annua Report Transferee Company (Documents etc. involved in this process):

(a) Minutes of Board meeting containing consideration and approval of the offer
sent to the transferor company

(b) Offer of ascheme or contract sent to the transferor company

(c) Noticeto dissenting shareholdersif any, of the transferor company

(d) Notice to the remaining shareholders of the transferor company, who have not
assented to the proposed acquisition, if any

(e) Form No: CAA14 received from the transferor company, which has been
circulated to its members by that company

(f) Minutes of general meeting of the company containing approval of the
shareholders to the offer of scheme or contract sent to the transferor company

(g) Court order, if any

(h) Register of Investments

> TAKEOVER OF LISTED COMPANIES

SEBI (SUBSTANTIAL ACQUISITION OF SHARESAND TAKEOVERYS)

REGULATIONS, 2011

IMPORTANT DEFINATIONS

e ACQUIRER
REG. 2(1)(a)
"Acquirer" means any person who, directly or indirectly, acquires or agrees to acquire whether by
himself, or through, or with persons acting in concert with him, shares or voting rights in, or control
over atarget company.

ACQUIRER

ANY PERSOMN

[Matural f8urtiflcial)

Bcguires Apreesto Acquires AEregsto
himsalf Acguires writh Acquires
Shares/\VR/ hi 1 PAC With PAC
control Shares/ VRS Shares/VR/ Shares/VR/
of tgt. co, control control cantrol
oftgt. co. of tgt. co. of tgt. co.
© Design-CS Nitesh Kumar
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ACQUISITION
REG. 2(1)(b)

"Acquisition” means, directly or indirectly, acquiring or agreeing to acquire shares or voting rights in, or
control over, atarget company.

CONTROL
REG. 2(1)(e)

"Control" includes the right to appoint majority of the directors or to control the management or
policy decisions exercisable by a person or persons acting individually or in concert, directly or indirectly,
including by virtue of their shareholding or management rights or shareholders agreements or voting
agreementsor in any other manner:

Provided that a director or officer of atarget company shall not be considered to be in control over such
target company, merely by virtue of holding such position.

i W RS
— WNTTIMNG MEGHTS

The RIGHT __| . oo

........ Ly  CITPRIHWSE
]_ ™
TO APPOINT/REMOVE
All/majority of directors at
its discration, withowt the

consent of other person. © Design-CS Nitesh Kumar

ENTERPRISE VALUE
REG. 2(1)(h)

"Enterprise Value" means the value calculated as market capitalization of a-company plus debt, minority
interest and preferred shares, minustotal cash and cash equivalents.

FREQUENTLY TRADED SHARES
REG. 2(1)(j)

"Frequently Traded Shares" means shares of atarget company, in which the traded turnover on any stock
exchange during the twelve calendar months preceding the calendar month in which the public
announcement is made, is at least ten per cent of the total number of shares of such class of the target
company:

Provided that where the share capital of a particular class of shares of the target company is not identical
throughout such period, the weighted average number of total shares of such class of the target company
shall represent the total number of shares.

IDENTIFIED DATE
REG. 2(1)(k)
"Identified Date" means the date falling on the tenth working day prior to the commencement of the

tendering period, for the purposes of determining the shareholders to whom the letter of offer shall be
sent.
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IMMEDIATE RELATIVE
REG. 2(1)(1)

"Immediate Relative' means

any spouse of a person, and

includes parent, brother, sister or

child of such person or of the spouse.

PERSON ACTING IN CONCERT
REG. 2(1)(g)

"Person acting in concert” means,—

(1)

)

persons who, with a common objective or purpose of acquisition of shares or voting rights in, or
exercising control over atarget company, pursuant to an agreement or understanding, formal or
informal, directly or indirectly co-operate for acquisition of shares or voting rights" in, or exercise
of control over the target company.

Without prejudice to the generality of the foregoing, the persons falling within the following
categories shall be deemed to be persons acting in concert with other persons within the same
category, unless the contrary is established.,-

(i)

a company, its holding company, subsidiary company and any company under the same
management or control;

(i)

acompany, its directors, and any person entrusted with the management ofthe company;

(iii)

directors of companies referred to in items (i) and (ii) of this sub-clause andassociates of such
directors;

(iv) promoters and members of the promoter group;

(v) immediate relatives,

(vi) amutual fund, its sponsor, trustees, trustee company, and asset management company;

(vii) a collective investment scheme and its collective investment management company, trustees
and trustee company;

(viii) a venture capital fund and its sponsor, trustees, .trustee company and asset management
company;

(ix) aforeigninstitutional investor and its subaccounts;

(xX) amerchant banker and its client, who is an acquirer;

(xi) aportfolio manager and its client, who is an acquirer;

(xii) banks, financial advisors and stock brokers of the acquirer, or of any company which is a
holding company or subsidiary of the acquirer, and where the acquirer is an individual, of the
immediate relative of such individual:

Provided that this sub-clause shall not apply to a bank whose sole role is that of
providing norma commercial banking services or activities in relation to an open offer under
these regulations;
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(xiii) an investment company or fund and any_person who has an interest in such investment
company or fund as a shareholder or unit holder having not less than 10 per cent of the paid-
up capital of the investment company or unit capital of the fund, and any other investment
company or fund in which such person or his associate holds not less than 10 per cent of the
paid-up capital of that investment company or unit capital of that fund:

Provided that nothing contained in this sub-clause shall apply to holding of units of mutual
funds registered with the Board;

Explanation- For the purposes of this clause " associate” of a person means;-

(&) any immediate relative of such person;

(b) trustsof which such person or hisimmediate relative is atrustee;

()  partnership firm in which such person or hisimmediate relative is a partner; and
(d)  members of Hindu undivided families of which such’' person is a coparcener.

SHARES [REG. 2(1)(Y)]
REG. 2(1)(y)

"Shares" means shares in the equity share capital of atarget company carrying voting rights, and includes
any security which entitlesthe holder thereof to exercise voting rights.

Explanation - For the purpose of this clause, shares will include all depository receipts carrying an
entitlement to exercise voting rights in the target company.

TARGET COMPANY
REG. 2(1)(2)

"Target Company"

means a company and

includes a body corporate or corporation established under a Central legislation, State legisation or
Provincial legislation for the time being in force,

whose; shares arelisted on a stock exchange;

VOLUME WEIGHTED AVERAGE MARKET PRICE
REG. 2(1)(zb)

"Volume Weighted Average Market Price" means the product of the number of equity shares traded on a
stock exchange and the price of each equity share divided by the total number of equity shares traded on
the stock exchange.

VOLUME WEIGHTED AVERAGE PRICE [REG. 2(1)(ZC)
REG. 2(1)(zc)

"Volume Weighted Average Price" means the product of the number of equity shares bought and price of
each such equity share divided by the total number of equity shares bought.

WEIGHTED AVERAGE NUMBER OF TOTAL SHARES
REG. 2(1)(zd)

"Weighted Average Number of Total Shares’ means the number of shares at the beginning of a period,
adjusted for shares cancelled, bought back or issued during the aforesaid period multiplied by a time-
weighing factor.
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DISCLOSURES REQUIREMENT AT VARIOUS STAGES

IMPORTANT POINTS REGARDING DISCL OSURES:-
Regulation 28

1. The disclosures shall be of the aggregated-shareholding, and voting rights of the acquirer or
promoter of thetarget company and every-person acting in concert with him;

2. The acquisition and holding of any security or instrument that would entitle the acquirer to
receive sharesin thetarget company, including warrants and convertible debentures, shall
also be regarded as shares, and disclosures of such acquisitions and holdings shall be made
accordingly in such form as may be specified; and

3. Upon receipt of the disclosures, the stock exchange shall forthwith disseminate the
information so received.

4. Shares taken by way of encumbrance shall be treated as an acquisition; shares given
upon release of encumbrance pledge shall be treated as a disposal. However, this
requirement shall not apply to a scheduled commercia bank or public financia institution in
connection with a pledge of shares for securing indebtedness in the ordinary course of
business.

» EVENT BASED DISCLOSURE
REGULATION 29

(1) Any acquirer who acquires shares or voting rights which (taken together with shares or voting
rights, if any, held by him) would entitle him to 5 % or more shares or voting rights in a
company, in any manner whatsoever, shall disclose the aggregate of his shareholding or voting
rightsin that company to

the target company and

to the stock exchanges where shares of the target company arelisted.

(2) Any acquirer who has acquired 5 % or more shares or voting rights of a company shall disclose
every purchase or sale aggregating 2% or mor e of the shareholding or voting rightsin the target
company, to

the target company and

the stock exchanges where the shares of the target company are listed.

The disclosure required to be made in sub-regulation (1) and (2) shall be made within 2 days of :-

(a) thereceipt of intimation of allotment of shares.

(b) the acquisition of shares or voting rights, as the case may be.

| nnovator s Growth Platfor m (erstwhile known as 'l nstitutional Trading Platform)

Provided that in case of listed entity which has listed its specified securities on Innovators Growth
Platform, any reference to “five per cent” shall be read as “ten per cent” and any reference to “two
per cent” shall be read as “five per cent”

» CONTINUAL DISCLOSURE
REGULATION 30

Any person, who holds 25% or more shares or voting rights in any company is required to make
yearly disclosure within 7 days from the financia year ending 31st March, in respect of his holdings
ason 31st March_to
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the target company and

to the stock exchanges where shares of the target company are listed

The promoter of Target Company is required to make yearly disclosure within 7 days from the
financial year ending 31st March, in respect of his holdings as on 31st March to

the target company and

to the stock exchanges where shares of the target company are listed.

DISCLOSURE OF ENCUMBERED (PLEDGED) SHARES
REGULATION 31

A promoter the target company shall, within seven working days from the date of creation,
invocation or release of encumbered (pledge)on shares of that company held by him, inform the
details of such creation, invocation or release of encumbered (pledged)shares to

the target company and

to the stock exchanges where shares of the target company are listed.

The promoter of every target company shall declare on a yearly basis that he, along with persons
acting in concert, has not made any encumbrance, directly or indirectly, other than those already
disclosed during the financial year. The declaration shall be made within seven working days from
the end of each financial year to —

(a) every stock exchange where the shares of the target company are listed; and

(b) the audit committee of the target company

DISCLOSURES

AT TET, OO, 8 STH

REGARDIMG PLEDGED SHARES
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SUBSTANTIAL ACQUISITION OF SHARES OR VOTING RIGHTS
OR CONTROL

e TRIGGER POINTSFOR PUBLIC ANNOUNCEMENT
REGULATIONS 3-9

1. ACQUISITION OF TWENTY FIVE PERCENT (25%) OR MORE OF THE SHARES OR
VOTING RIGHTS OF ANY COMPANY

REGULATION 3(1)

(1) No acquirer shall acquire shares or voting rights in a target company which taken together with
shares or voting rights, if any, held by him and by persons acting in concert with him in such target
company, entitle them to exercise twenty-five per cent or more of the voting rights in such target
company unless the acquirer makes a public announcement of an open offer for acquiring shares of
such target company in accordance with these regulations.

Example

Suppose A Ltd is the target company listed on the BSE and the shareholding pattern as on April 25,
2021 isasunder:

Number of sharesheld (in

Per centage of voting rights

Name of the Shareholder illiber) (in %)
A (promoter) 5000 50
B (Part of the Public) 500 5
Others (all constituting other 4500 45
Public Sharehol ders)
total Equity Share Capital 10000 100

On April 26, 2021 if B were to acquire 2000 shares by way of a Share Purchase Agreement with A,
the promoter, his holding would increase to 2500 shares, which would be 25% of the voting rights of
the company and _he would therefore under Regulation 3(1) of the SEBI (SAST) Regulations,
2011 be under an obligation to make a public_announcement in accordance with the SAST
Regulations.

He can proceed with the acquisition only by giving a public announcement of making an open off for
acquiring the shares from the shareholders of the SAST Regulations.

. CONSOLIDATION OF HOLDINGS /CREEPING ACOQUISITION
REGULATION 3(2)

No acquirer, who together with persons acting in concert with him, has acquired and holds in
accordance with these regulations shares or voting rightsin atarget company entitling them to exercise
twenty-five per cent or more of the voting rights in the target company but less than the maximum
per missible non-public shareholding, (i.6. 75%) shall acquire within any financial year additional
shares or voting rightsin such target company entitling them to exercise more than five per cent of
the voting rights, unless the acquirer makes a public announcement of an open offer for acquiring
shares of such target company in accordance with these regulations:

Provided that such acquirer shall not be entitled to acquire or enter into any agreement to acquire
shares or voting rights exceeding such number of shares as would take the aggregate shareholding
pursuant to the acquisition above the maximum permissible non-public shareholding (i.e. 75%).
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EXPLANATION: -For purposes of determining the quantum of acquisition of additional

voting rights under this sub-regulation,-

i. Gross acquisitions alone shall be taken into account regardless of any intermittent fall in
shareholding or voting rights whether owing to disposal of shares held or dilution of voting
rights owing to fresh issue of shares by the target company.

ii. In the case of acquisition of shares by way of issue of new shares by the target company or
where the target company has made an issue of new shares in any given financial year, the
difference between the pre-allotment and the post- allotment percentage voting rights shall be
regarded as the quantum of additional acquisition.

Example

Suppose A Ltd is the target company listed on the BSE and the shareholding pattern as on April 25,

2021 isasunder:

Name of the Shareholder

Number of sharesheld (in

Per centage of voting

number) rights(in %)
A (promoter) 5000 50
Others (al constituting other 5000 50
Public Shareholders)
total Equity Share Capital 10000 100

In the above example, if A, who is holding 50% of the voting rights of the company, which has been
acquired in accordance with the provisions of the SEBI (SAST) Regulations, he can acquire another
5% of the voting rights in the financial year beginning April 01, 2021. This acquisition can be done
either by himself or by the other members of the promoter group or partially by him and partially by
the other members of the promoter group. Any acquisition beyond 5% of the voting rights of the target
company can be made only after making a public announcement of an open offer for acquiring shares
of such atarget company in accordance with the provisions of the SAST Regulations.

REGULATION 3(3)

For the purposes of sub-regulation (1) and sub-regulation (2), acquisition of shares by any person, such
that the individua shareholding of such person acquiring shares exceeds the stipulated thresholds, shall
aso be attracting the obligation to make an open offer for acquiring shares of the target company
irrespective of whether there is a change in the aggregate shareholding with persons acting in concert.

EXAMPLE

The Paid up Equity Share Capital of A Ltd is 10000 shares as on April 01, 2014

The promoters hold 4000 shares as on April 01, 2014, which is 40% as on April 01, 2014

The promoters comprise of three shareholders, A who holds 2200 shares (i.e. 22%), B who holds 1500
shares (i.e. 15%) and C who holds 300 shares (i.e. 3%).

The company makes a preferential allotment of 800 shares to A as a result of which the post issue
shareholding of A would be 3000 shares.

Let us determine whether there would be a trigger using the methods enumerated in the previous
pages: (4800/10800)% - (4000/10000)% = 44.44% - 40% = 4.44%.

Takeover CORPORATE LAW ACADEMY
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Since the acquisition by all the promoters together does not exceed 5% in a financia year there is no
trigger. However we need to check what would be the post issue holding of A the alottee, who is
currently holding 22% of the paid up capital of the company, with respect to the fully expanded capital
which works out to 3000/11000 = 27.27%, by virtue of which he has crossed the initial threshold limit
of 25% as stipulated in Regulation 3(1) of the Takeover Regulations. Therefore A has triggered the
Code and is under an abligation to make an public announcement.

REGULATION 3(4)

As per Regulation 3(4), any acquisition of shares made by the promoters of the target company in an
offer made by them to the dissenting shareholders pursuant to an exit offer to be given to them in
accordance with Chapter VIA of the SEBI (ICDR) Regulations, 2009 shall not be treated as an
acquisition under Regulation 3of the SEBI (SAST) Regulations, 2011. In other words, this acquisition
shall be exempt and shall not be required to make an open offer as mandated by the Regulations

| nnovator s Growth Platfor m (erstwhile known as 'l nstitutional Trading Platform)

For the purpose of this regulation, any reference to * twenty-five per cent” in case of listed entity which
has listed its specified securities on I nnovator s Growth Platfor m shall be read as“ forty-nine per cent.

3. ACQUISITION OF CONTROL OVER A COMPANY
REGULATION 4

Irrespective of whether or not there has been any acquisition of shares or voting rights in a company,
no acquirer shall acquire control over the target company, unless such person makes a public
announcement to acquire shares and acquires such sharesin accordance with the regulations.

PARTIAL BID

Partial Bid covers abid made for acquiring part of the shares of a class of capital where the offer or
intends to obtain effective control of the offeree through voting power. Such a bid is made for equity
shares carrying voting rights. Regulation 4 qualifies partia bid in the form of "acquiring control over
the target company, irrespective of whether or not, there has been any acquisition of shares or voting
rightsin a company.

4. INDIRECT ACQUISITION OF SHARES OR CONTROL
REGULATION 5

Regulation 5(1) of the Takeover Regulations, states that any acquisition of shares or voting rightsin a
target company or control over a company or any other entity which enables the person or persons
acting in concert with him to exercise or direct the exercise of such percentage of voting rights or
control over atarget company, such acquisition would be deemed to have attracted the obligation of
making a public announcement of an open offer. Thisis considered an indirect acquisition of shares
or voting rights or control over atarget company.

DELISTING OFFER
Regulation 5A

As per regulation 5A of the SEBI Takeover Regulations, 2011 any acquirer who is desirous of delisting
the company post the acquisition of the company due to a variety of reasons, may proceed to voluntarily
delist the company under the SEBI Takeover Regulations, 2011 and the SEBI (Delisting of Equity
Shar es) Regulations, 2021. The following are the main points:
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Acquirer to intimate the Board of Directors.

Board to consider the proposal for delisting.

Public announcement in case delisting offer fails.

File draft |etter of offer with SEBI.

Minimum details in the tentative schedule of activity.

Competing Offer.

Withdrawal of shares tendered.

O N gk wWNE

Option to tender sharesin open offer.

Bombay Swadeshi StoresLtd., isthe only company to have availed this process till this date.

VOLUNTARY OFFER
REGULATION 6

Shareholders holding shares entitling them to exercise 25% or more of the voting rights in the target
company may, without breaching minimum public shareholding requirements under the listing agreement,
voluntarily make an open offer to consolidate their shareholding subject to their aggregate shareholding
after completion of the open offer not exceeding the maximum permissible non-public shareholding.

The facility to voluntarily make an open offer shall not be available if in the proximate past (preceding 52
weeks), such persons (acquire to and PACs holding 25% or more voting rights) have made acquisitions
without open offer within the creeping acquisition limit of 5%.

Such an acquirer is prohibited from making acquisitions outside the open offer during the offer period and
also prohibited from any further acquisitions for six months after the open offer except pursuant to
another voluntary open offer.

DIFFERENCE BETWEEN REGULATION 3 AND REGULATION 6

The essential difference between regulation 3 and regulation 6 is that an open offer under the former is
always mandatory while an offer under the latter is generally voluntary.

Under regulation 3, he could also acquire shares before, during and outside the open offer process but his
open offer would have to be for atleast 26% .on the other hand, under regulation 6, he can confine his
open offer to 10%.

REGULATION 6A - PROHIBITION BY A WIFUL DEFAULTER TO MAKE AN OPEN
OFFER

As per the Takeover Regulations, a person who is a wilful defaulter shall not make a public
announcement of an open offer or enter into any transaction which will create an obligation on him to
make a public announcement. However he can make a competing offer, in respect of any offer that has
been made by any other person.

OFFER SIZE
REGULATION 7

Any open offer would be for atleast 26%, of total shares of the target company, as of tenth working
day from the closur e of the tendering period.

A voluntary open offer can be made for the acquisition of shares representing atleast 10% but shall not
exceed 'such number of shares which will take the holding of the acquirer and PACs to beyond maximum
non-public shareholding permitted under the listing agreement.
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Upon a competing offer being made, such an acquirer would be permitted to increase his offer sizeto a
normal full-sized open offer within fifteen working days.

Any open offer made under these regulations shall be made to all shareholders of the target company,
other than the acquirer, persons acting in concert with him.

OFFER PRICE
REGULATION 8

1.

MINIMUM OFFER PRICE FOR DIRECT ACQUISITIONS AND (INDIRECT
ACQUISITIONS DEEMED TO BE DIRECT ACQUISITIONS)

In the case of direct acquisition of shares or voting rights in, or control over the target company, and
indirect acquisition of shares or voting rights in, or control over the target company where the
parameters referred to in sub-regulation (2) of regulation 5 are met, the offer price shall be the

highest of ,:-

(a) the highest negotiated price per share of the target company for any acquisition under the
agreement attracting the obligation to make\ public announcement of an open offer,

(b) the-volume-weighted average price paid or payable for acquisitions, whether by the acquirer or
by any person acting in concert with him, during the fifty-two weeks immediately preceding the
date of the public announcement;

(c) the highest price paid or payable for any acquisition, whether by the acquirer or by any person
acting in concert with him, during the twenty six weeks immediately preceding the date of the
public announcement;

(d) the volume-weighted average market price of such shares for a period of sixty trading days
immediately preceding the date of the public announcement as traded on the stock exchange
where the maximum volume of trading in the shares of the target company are recorded during
such period, provided such shares are frequently traded;

(e) where the shares are not frequently traded, the price determined by the acquirer and the manager to
the open offer taking into account valuation parameters including, book value, comparable trading
multiples, and such other parameters as are customary for valuation of shares of such companies; and

() the per share value computed under sub-regulation (5), if applicable.

MINIMUM OFFER PRICE FOR INDIRECT ACQUISITIONS

In the case of an indirect acquisition of shares or voting rightsin, or control over the target company,
where the parameter referred to in sub-regulation (2) of regulation 5 are not met,the offer price
shall be the highest of .-

(@) the highest negotiated price per share, if any, of the target company for any acquisition of an
open offer;

(b) the volume-weighted average price paid or payable for any acquisition, whether by the
acquirer or by any person acting in concert with him, during the fifty two weeks immediately
preceding the earlier of, the date on which the primary acquisition is contracted, and the date
on which the intention or the decision to make the primary acquisition is announced in the
public domain;

(c) the highest price paid or payable for any acquisition, whether by the acquirer or by any person
acting in concert with him, during the twenty-six weeks immediately preceding the earlier of,
the date on which the primary acquisition is contracted, and the date on which the intention or the
decision to make the primary acquisition is announced in the public domain;
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(d) the highest price paid or payable for any acquisition, whether by the acquirer or by any person
acting in concert with him, between the earlier of, the date on which the primary acquisition is
contracted, and the date on which the intention or the decision to make the primary acquisition is

announced in the public domain, and the date of the public announcement of the open offer for
shares of the target company made under these regulations;

(e) the volume-weighted average market price of the shares for a period of sixty trading days
immediately preceding the earlier of, the date on which the primary acquisition is contracted,
and the date on which the intention or the decision to make the primary acquisition is announced
in the public domain, as traded on the stock exchange where the maximum volume of trading in
the shares of the target-company are recorded during such period, provided such shares are
frequently traded; and

(f) the per share value computed under sub-regulation (5).

3. Regulation 8(4) provides that if the offer price is incapable of being determined under any

of the above parameters, the offer price shall be the fair price of shares of the target company
to be determined by the acquirer and the manager to the open offer taking into account valuation
parameters including, book value, comparable trading multiples, and such other parameters as are
customary for valuation of shares of such companies.

OTHER IMPORTANT POINTS REGARDING OFFER PRICE:-

1

Where the acquirer or any person acting in concert with him has any outstanding convertible
instruments convertible into shares of the target company at a specific price, the price at which such
instruments are to be converted into shares, shal also be considered as a parameter.

The price paid for shares of the target company shall include any price paid or agreed to be paid
for the shares or voting rights in, or control over-the target company, in any form whatsoever, whether
stated in the agreement for acquisition of shares or in any incidental, contemporaneous or collatera
agreement, whether termed as control premium or as non-compete fees or otherwise.

Where the acquirer has acquired or agreed to acquire any shares or voting rights in the target company
during the offer period, at a price higher than the offer price, the offer price shall stand revised
to the highest price paid or payable for any such acquisition.

Provided that no such acquisition shall be made after the third business day prior to the
commencement of the tendering period and until the expiry of the tendering period.

The price parameters shall be adjusted for corporate actions such as issuances pursuant to rights
issue, bonus issue, stock consolidations, stock splits, demergers and reduction of capital; etc.

Where the open offer is subject to aminimum level of acceptances, the acquirer may indicate a lower
price for acquiring all the acceptances despite the acceptance falling short of the indicated threshold,
in the event the open offer does not receive the minimum acceptance.

Acquirer and PACs shall not acquire any shares of Target Company for a period of 26 weeks after
tendering period at a price higher than the offer price paid under these regulations.

The offer price for partly paid up shares shal be computed as the difference between the offer
price and the amount due towards calls-in-arrear s with interest, if any, thereon.
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EXEMPTIONS
REGULATIONS 10-11

>

GENERAL EXEMPTIONS FROM REGULATIONS 3 AND 4

REGULATIONS 10(2)

Sub-regulation (1) of Regulation 10 exempts the following, categories of acquisitions from open offer
obligations under Regulations 3 & 4 (but not from disclosure obligations under Regulations 29/30
& 31)without SEBI's approval :-

(a) Transfers between qualifying parties such as immediate relatives, group companies, persons
named as promoters/PA C in the shareholding pattern filed by the target company for not less than
three years prior to the proposed acquisition;, etc. [Regulation 10(1)(a)]

(b) Certain acquisitions in the ordinary course of business-of stock broker, underwriter, merchant
banker, scheduled commercial bank, etc. [Regulation 10(1)(b)]

(c) Acquisition pursuant to disinvestment in a Government Company. [Reg. 10(1)(c)]

(d) Acquisitions pursuant to Scheme made under section 18 of SICA, 1985 or scheme of arrangement
involving transferor company pursuant to order of Court or other statutory authority under any
Indian or foreign law [Regulation 10(1)(d)]

(e) acquisition pursuant to a resolution plan approved under section 31 of the Insolvency and
Bankruptcy Code, 2016; [Regulation 10(1)(dal

(f) Acquisition pursuant to SARFAESI Act, 2002 [Regulation 10(1)(e)]

(g) Acquisition under SEBI (Delisting of Equity Shares) Regulations[Reg. 10(1)(f)]

(h) Acquisition by way of transmission, succession or inheritance [Regulation 10(1)(g)]

(i) Voting rights on prefer ence shar es under the Companies Act, 1956 [Reg. 10(1)(h)]

(1) Acquisition of shares by the lenders pursuant to conversion of their debt as part of a debt
restructuring scheme implemented in accordance with the guidelines specified by the Reserve
Bank of India: [Reg. 10(1)(i)]
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(k) Acquisition of shares by the person(s), by way of dlotment by the target company or purchase
from the lenders at the time of lenders selling their shareholding or enforcing change in ownership
in favour of such person(s), pursuant to a debt restructuring scheme implemented in accordance
with the guidelines specified by the Reserve Bank of India: [Reg. 10(1)(iA)]

(I) increase in voting rights arising out of the operation of of section 106 of the Companies Act,
2013(Restriction on Voting Rights) or pursuant to a forfeiture of shares by the target company,
undertaken in compliance with the provisions of the Companies Act, 2013 and its articles of
association. : [Reg. 10(1)(j)]

» GENERAL EXEMPTIONS FROM REGULATIONS 3
REGULATIONS 10(2)(3)&(4)
Sub-regulations (2), (3) & (4) of Regulation 10 exempt the following acquisitions from open offer

obligations under Regulation 3 (but not from open offer obligations under Reg. 4 nor from disclosure
obligations under Regs. 28/29 & 31)without SEBI's approval:-

(&) Acquisition under Cor porate Debt Restructuring (as per scheme notified by RBI) not involving
change of control provided such scheme authorized by special resolution by postal ballot.
[Regulation 10(2)]

(b) Increase of voting rights to 25% through buy-back provided shareholder reduces his holding
below 25% within 90 days from the date of increase. [Reg. 10(3)].

(c) Acquisition through Rightsissue, subject to certain conditions. [Reg. 10(4)(8)& (b)]

(d) Increase of voting rights through buy-back in excess of threshold under Regulation 3(2), subject
to certain conditions. [Regulation 10(4)(c)]

(e) Acquisition of shares in a target company by any person in exchange for shares of another
target company tendered pursuant to an open offer for acquiring shares under these regulations.
[Regulation 10(4)(d)]

(f) Acquisition of sharesin Target Company from state-level financial institutions by promoters of
the target company. [Regulation 10(4)(e)]

(g) Acquisition of shares in Target Company by promoters from venture capital fund or foreign
ventur e capital investor. [Regulation 10(4)(f)]

EXEMPTIONSBY SEBI
REGULATIONS 11

A. POWER OF SEBI TO GRANT EXEMPTION FROM OPEN OFFER OBLIGATIONS IN
INDIVIDUAL CASES
Regulation 11(1) provides that SEBI may, on_the application made by the acquirer, for reasons
recorded in writing, grant exemption from the obligation to make an open offer for acquiring shares
under these regulations subject to such conditions as SEBI deems fit to impose in the interests of
investorsin securities and the securities market.

B. POWER OF SEBI TO GRANT RELAXATION FROM STRICT COMPLIANCE WITH
ANY PROCEDURAL REQUIREMENT OF CHAPTER 1II _AND CHAPTER 1V _IN
INDIVIDUAL CASES
Regulation 11(2) provides that SEBI may, on the application made by the target company, for
reasons recorded in writing, grant a relaxation from strict compliance with any procedural
requirement under Chapter |11 (Regulations 12-23) and Chapter 1V (Regulations 24-27), provided
it is satisfied that:
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(a) the Central Govt. or State Govt. or any other regulatory authority has superseded the board
of director s of the target company and has appointed new directors, and,

i. such board of directors has formulated a plan which provides for transparent, open, and
competitive process for acquisition of shares or voting rights in, or control over the target
company to secure the smooth and continued operation of the target company in the interests
of all stakeholders of the target company and such plan does not further the interests of any
particular acquirer;

ii. conditions and requirements of the competitive process ar e reasonable and fair;

iii. the process adopted by the board of directors of the target company provides for details
including the time when the open offer for acquiring shares would be made, completed and the
manner in which the change in control would be effected; and

(b) the provisons of Chapter IIl and Chapter IV are likely to act as impediment to
implementation of the plan of the target company and exemption from strict compliance with one
or more of such provisions is in public interest, the interests of investors in securities and the
securities-market.

OTHER REGULATORY REQUIREMENTS

APPOINTMENT OF MERCHANT BANKER FOR MAKING PUBLIC
ANNOUNCEMENT
REGULATION 12

Before making any public announcement of offer, the acquirer isrequired to appoint merchant banker
holding a certificate of registration granted by the Board, who is not an associate of or group of the
acquirer or the target company.

TIMING OF PUBLIC ANNOUNCEMENT (PA) AND DETAILED PUBLIC STATEMENT
DPS
REGULATION 13

A short public announcement should be made on the same date as the date of transaction which triggered
the open offer.

A detailed public statement should be made within a period of 5 working days thereafter, so as to accord
the acquirer sufficient time to actually work out the logistics of the offer obligations.

PUBLICATION OF PUBLIC ANNOUNCEMENT AND DETAILED PUBLIC
STATEMENT
REGULATION 14

PUBLIC ANNOUNCEMENT

Regulation 14(1) provides that the PA shall be sent to all the stock exchanges on which the shares of the
target company are listed, and the stock exchanges shall forthwith disseminate such information to the
public. Regulation 14(2) provides that a copy of the PA shall be sent to SEBI and to the target company
at its registered office within one working day of the date of the PA.
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DETAILED PUBLIC STATEMENT (DPS)

Regulation 14(3) requires that the DPS shall be published in all editions of any one English national daily
with wide circulation, any one Hindi national daily with wide circulation, and anyone regional language
daily with wide circulation, at the place where the registered office of the target company is situated and
one regional language daily at the place of the stock exchange where the maximum volume of trading in
the shares of the target company are recorded during the 60 trading days preceding the date of the PA.
Regulation 14(4) requires that ssmultaneously with publication of such DPS in the newspapers, a copy of
the same shall be sent to:-

(&) SEBI through the manager to the open offer;

(b) all the stock exchanges on which the shares of the target company are listed, and the stock exchanges
shall forthwith disseminate such information to the public; and

(c) the target company at its registered office, and the target company shall forthwith place the same
before the board of directors of the target company.

CONTENTSOF THE PUBLIC ANNOUNCEMENT OF OFFER
REGULATION 15

The public announcement shall contain such information as may be specified, including the following:,—

(&) name and identity of the acquirer and persons acting in concert with him;

(b) name and identity of the sellers, if any;

(c) nature of the proposed acquisition such as purchase of shares or alotment of shares, or any other
means of acquisition of shares or voting rightsin, or control over the target company;

(d) the consideration for the proposed acquisition that attracted the obligation to make an open offer for
acquiring shares, and the price per share, if any;

(e) theoffer price, and mode of payment of consideration; and

(f) offer size, and conditions as to minimum level of acceptances, if any.

The detailed public statement pursuant to the public announcement shall contain such information as may
be specified in order to enable shareholders to make an infor med decision with reference to the open offer.

The public announcement of the open offer, the detailed public statement, and any other statement,
advertisement, circular, brochure, publicity material or letter of offer issued in relation to the acquisition of
shares under these regulations shall not omit any relevant information, or contain any misleading
information.

FILING OF LETTER OF OFFER TO BOARD (SEBI)
REGULATION 16

Within 5 working days from the date of the detailed public statement, the acquirer shall, through the
manager to the open offer, file with SEBI the draft |etter of offer in the format prescribed by SEBI aong
with prescribed fees.

SEBI shall give its comments on the draft letter of offer as expeditiously as possible but not later than
fifteen working days of the receipt of the draft letter of offer. However, in the event SEBI has sought
clarifications or additional information from the manager to the open offer, the period for issuance of
comments shall be extended to the five working day from the date of receipt of satisfactory reply to the
clarification or additional information sought.
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In the event SEBI specifies any changes, the manager to the open offer and the acquirer shall carry out
such changesin the letter of offer before it is dispatched to the shareholders.

LETTER OF OFFER
letter of offer isa document addressed to the shareholders of the target company containing;-

disclosures of the acquirer/PACs, target company, their financials,

justification of the offer price, the offer price,

number of sharesto be acquired from the public, purpose of acquisition,

future plans of acquirer, if any, regarding the target company,

change in control over the target company, if any,

the procedure to be followed by acquirer in accepting the shares tendered by the shareholders and

the period within which al the formalities pertaining to the offer would be compl eted.

OPENING OF ESCROW ACCOUNT
REGULATION 17

Regulation 17 requires the acquirer to open an escrow account atleast 2 daysprior to the date of DPSasa
security for performance of his obligations in terms of the public offer.

The amount will be refunded or used for timely fulfilment of the obligations and forfeited if offer is
not completed.

(&) The value of escrow amount shall be 25% upto¥ 500 crores and 10% above ¥ 500 crores, of the
consideration payable under the public offer.

AMOUNT OF DEPOSIT IN SCROW

v v

Consideration upto Consideration more than
500 crores 500 crore
25% of Consideration l l
25% of 500 10% of amount above
(+)
crore 500 crore

(b) In case the acquirer has made the offer subject to a minimum level of acceptance, 100% of the
consideration payable in respect of minimum level of acceptance or 50% of the consideration
payable under the open offer, whichever is higher, shall be deposited in cash in the escrow account.

(¢) In the event of an upward revision of the offer price or of the offer size, the value of the escrow
amount shall be computed on the revised consideration calculated at such revised offer price, and
additional amount shall be brought into the escrow account prior to effecting such revision.

(d) The "consideration payable under the open offer” shall be calculated at the offer price, assuming full
acceptance of the open offer.

(e) If the open offer is subject to differential 'pricing, shall be computed at the highest offer price,
irrespective of manner of payment of the consideration.
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| mportant Pointson MODE OF CREATION OF ESCROW :

1. Cash

Acquirer has to authorize the bank to act on any instructions given by
merchant banker in respect of said account.

2. Bank guaranteein favour
of merchant banker

Bank isvalid for a period commencing from the date of public
announcement.

3. Approved securities

Deposited with the merchant banker with the authority to realize the
value of such escrow account, by sale or otherwise and if any deficit
occurs, the merchant banker shall be liable to make good such deficit.

APPLICABLE
REGULATION

DETAILS

17(4)

Bank Guarantee or
Deposit of Security

Deposit at least 1% of the total consideration payable in
cash with schedule commercia bank as part of Escrow
Account.

17(5)

Cash deposit

Empower the manager to the open offer to instruct the bank
to issue a bankers cheque or demand draft or to make
payment of the amounts lying to the credit of the escrow
account lying to the credit of the escrow account

17(6)

Bank Guarantee

The bank guarantee shall be in the favor of manager to the
offer and shall be kept valid throughout the offer period and
additional 30days after the payment to the shareholders who
have tendered their shares have been made.

17(7)

Securities

Manager to the Open Offer shall be empowered to realize the
value of escrow account by way of sale or otherwise of the
shares so deposited.

Further in case of any shortfall in the amount in the escrow
account, such shortfall shall be made good by the Manager.

SAFEGUARDSTO ENSURE SHAREHOLDERSPAYMENTS

(@) Incase, the acquirer failsto make the payment, M erchant Banker hasaright to forfeit the escrow
account and distribute the proceedsin the following way:-

(i) /3 of amount to target company

(if) 1/3 to the Investor Protection and Education Fund established under the Securities and Exchange
Board of India (Investor Protection and Education Fund) Regulations, 2009;

(i) 1/3 to be distributed on pro rata basis among the shareholders who have accepted the offer.

(b) Besidesforfeiture of escrow account, SEBI can initiate separate action against the acquirer which
may include prosecution/barring the acquirer from entering the capital market for a specified period

etc.

OTHER PROCEDURAL REQUIREMENTS

REGULATION 18

The ACQUIRER'SOTHER OBLIGATIONS are as under:

a. Simultaneously with thefiling of the draft letter of offer with SEBI, the acquirer shall send a copy
of the draft letter of offer to the target company at its registered office address and to all stock

exchanges where the shares of the target company are listed.
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b. The letter of offer shall be dispatched to the shareholders whose names appear on the register of
members of the target company -as of the identified date, not later than 7 working days from the
receipt of communication of comments from SEBI or where no comments are offered by the
Board, within 7 working days from the expiry of the period of 15 working days.

c. Theacquirer and PACs shall not acquire or sell any shares of the target company during, the period
between three working days prior to the commencement of the tendering period and until the expiry
of the tendering period.

d. Theacquirer shall issue an advertisement in such form as may be specified, one business day before
the commencement of the tendering period, announcing the schedule of activities for the open offer,
the status of statutory and other approvals, if any, whether for the acquisition attracting the obligation to
make an open offer under these regulations or for the open offer, unfulfilled conditions, if any, and their
dtatus, the procedure for tendering acceptances and such other material detail as may be specified. Such
advertisement shall be-

(&) publishedin al the newspapers in which the DPS was made; and

(b) Simultaneously sent to SEBI, all the stock exchanges on which the shares of the target company
are listed, and the target company at its registered office.

e. Theacquirer shal, within 10 working days from the last date of the tendering period, complete all
requirements under these regulations and other applicable law relating to the open offer including
payment of consideration to the shareholder s who have accepted the open offer

f. Theacquirer shall beresponsibleto pursue all statutory approvals required by the acquirer in order
to compl ete the open offer without any default, neglect or delay.

g. Where the acquirer is unable to make the payment to the shareholders who have accepted the
open offer within such period owing to non-receipt of statutory approvals required by the acquirer,
SEBI may, where it is satisfied that such non-receipt was not attributable to any willful default,
failure or neglect on the part of the acquirer to diligently pursue such approvals, grant extension of
time for making payments, subject to the acquirer agreeing to pay interest to the shareholders for
the delay at such rate as may be specified by the Board.

REVISION OF OPEN OFFER / UPWARD REVISION

Irrespective of whether a competing offer has been made, an acquirer may make upward revisions to
the offer price, and subject to the other provisions of these regulations, to tile number of shares sought to
be acquired under the open offer, at any time prior to the commencement of the last three working days
prior to the commencement of the tendering period.

In the event of any revision of the open offer, whether by way of an upward revision in offer price, or of
the offer size, the acquirer shall,-

(a) make corresponding increasesto the amount kept in escrow prior to such revision;

(b) make an announcement in respect of such revisionsin all the newspapers in which the detailed public
statement pursuant to the public announcement was made;

(c) simultaneously with the issue of such an announcement, inform SEBI, all the stock exchanges on
which the shares of the target company are listed, and the target company, at its registered office;
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TENDERING PERIOD

The tendering period shall start not later than 12 working days from date of receipt of comments from
the SEBI and shall remain open for 10 working days. Shareholders who have tendered shares in
acceptance of the open offer shall not be entitled withdraw such acceptance during the tendering period.

CONDITIONAL OFFER
REGULATION 19

An acquirer may make an open offer conditional asto the minimum level of acceptance.

Where the open offer_is pursuant to an agreement, such agreement shall contain a condition to the effect that
in the event the desired level of acceptance of the open offer is not recelved the acquirer shall not acquire
any shares under the open offer and the agreement attracting the obligation to make the open offer shall stand
rescinded.

| mportant points

Where an offer is made conditional upon minimum level of acceptances, the acquirer and persons acting in
concert with him shall not acquire, during the offer period, any shares in the target company.

In case the acquirer has made the offer subject to a minimum level of acceptance, 100% of the
consideration payable in respect of minimum level of acceptance or 50% of the consideration payable
under the open offer, whichever is higher, shall be deposited in cash in the escrow account.

Where the open offer is subject to a minimum level of acceptances, the acquirer may indicate a lower
price for acquiring all the acceptances despite the acceptance falling short of the indicated threshold, in
the event the open offer does not receive the minimum acceptance.

COMPETING OFFERS
REGULATION 20

Upon a Public Announcement of an open offer for acquiring shares of atarget company being made, any
person other than the acquirer who has made such public announcement, shall be entitled to make a
public announcement of an open offer within 15 working days of the date of the detailed public
statement made by such acquirer who has made the first public announcement for such target company.

Upon, me public announcement of a competing offer, an acquirer who had made a preceding "
competing offer shall be entitled to revise the terms of his open offer provided the revised terms are
more favourable to the shareholders of the target company. The acquirers making the competing offers
shall be entitled to make upward revisions of the offer price at any time up to 3 working days prior to
the commencement of the tendering period.

The schedule of activities and the tendering period for al competing offers shall be carried out with
identical timelines. The last date for tendering sharesin acceptance of the every competing offer shall
stand revised to the last date for tendering sharesin acceptance of the competing offer last made.

Pre-requisitesfor making a competing offer

(@) There hasto be asubsisting public announcement of an open offer by an acquirer under the Takeover
Code.

(b) Any person other than the original acquirer who has made the subsisting open offer can make the
competing offer.

(c) Interestingly, the Takeover Code permits all persons other than the original acquirer to make a
competing offer and does not restrict even the PACs of the acquirer from making a competing offer.
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(d) The Takeover Code does hot impose any restriction on the number of competing offers provided all
the offers are made within the timeframe prescribed.

(e) Though acompeting offer under the Takeover Code is made by the acquirer voluntarily, a competing
offer shall not constitute voluntary offer under the Takeover Code.

(f) Therefore, the conditions applicable to a voluntary offer under the Takeover Code shall not be
applicable to a completion offer.

DIFFERENCE BETWEEN MANDATORY BID AND COMPETITIVE BID

MANDATORY BID

(a) Mandatory bid is one of the types of takeover bids.

(b) Mandatory bid arises due to the regulatory requirement.

(c) Thistype of bid requires acquirer to make bids for acquisition of certain levels of holdings.

(d) Following are the cases when such requirement arises:

(i) For acquiring 25% or more of the shares or voting rights of the company.

(ii) For acquiring more than 5% of shares or voting rights in a financial year by acquirer who
alongwith persons acting in concert holds 25% or more but less than maximum permissible non
public shareholding.

(iii) For acquiring control over a company.

(iv) Indirect Acquisition.

COMPETITIVE BID

(a) Competitive bid is the one which is made by a person other than he acquirer who has made the first
public announcement.

(b) Such competitive offer can only be made within 21 working days of the detailed public statement
make by the original acquirer.

(c) As per Regulation 20 of the Takeover Code, the original acquirer can revise the terms and price
upwards on receiving competitive bid.

PAYMENT OF CONSIDERATION
REGULATION 21

For the amount of consideration payable in cash, the acquirer shdl open a special account with a Banker to an

Issue and deposit therein such sum aswould together with 90% of the amount lying in the escrow account
make up the entire sum due and payable to the sharehol ders as consideration.

The acquirer shall, within aperiod of 10 working days from the expiry of the tendering period, complete
al procedures relating to the offer including payment of consideration to the shareholders who have
accepted the offer.

Unclaimed balances in special account shall be transferred to the SEBI Investor Protection and
Education Fund at theend of 7 years.

It may be noted that the baance of 10% of the escrow account shall be released to the acquirer, on the
expiry of 30 days from the completion of payment of consideration to shareholders who have tendered
their shares in acceptance of the open offer, as certified by the manager to the open offer
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M ode of Payment
The offer price may be paid either:

(@) incash; or

(b) by issue, exchange or transfer of listed shares in the equity share capital of the acquirer or any person
acting in concert with the acquirer; or

(c) by way of an issue, exchange or transfer of listed secured debt instruments issued by the acquirer or
any person acting in concert with a rating not below investment grade as rated by a credit rating
agency registered with SEBI; or

(d) by issue, exchange or transfer of convertible debt securities entitling the holder thereof to acquirer
listed shares in the equity share capital of the acquirer or any person acting in concert with theacquirer;
or

(e) acombination of the mode of payment of consideration stated above.

COMPLETION OF ACQUISITION
REGULATION 22

An agreement that triggered an open offer obligation would have to be completed within 26 weeks
after, the offer period.

However, in the event of any extraordinary and supervening circumstances rendering it impossible to
complete such acquisition within such period of 26 weeks, SEBI may for reasons to be published, may
grant an extension of time by such period as it may deem fit in the interests of investors in securities and
the securities market.

The agreement that attracts an open offer obligation may be acted upon during the pendency of the open
offer only if 100% of the consideration payable under the open offer is placed in escrow.

WITHDRAWAL OF THE OPEN OFFER
REGULATION 23

An offer shall be withdrawn in the following cases:-

(1) The statutory approvals required have been refused. The statutory approvals would include approval of
shareholders as required by the Regulation or the approval for foreign investment by FBPB or RBI and
the like.

(2) Wherethereis sole acquirer, being an individual has died.

(3) Any condition stipulated in the agreement for acquisition attracting the obligation to make the open
offer is not met for reasons outside the reasonable control of the acquirer.

(4) Such circumstance asin the opinion of SEBI merits/requires withdrawal .

An offer can be withdrawn subject to the following conditions:-

(1) The acquirer will have to make a public announcement in respect of such withdrawal of offer in all the
newspapers in which the origina public announcement was made.

(2) The acquirer shall aso simultaneously inform the withdrawa of offer to the SEBI, all the Stock
Exchanges where the shares of the company are listed and the target company at its registered office.
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OBLIGATIONS
REGULATION 24 - 27

» OBLIGATIONS OF DIRECTORS OF THE TARGET COMPANY
REGULATION 24

1. During the offer period, no person representing the acquirer or any person acting in concert
with him shall be appointed as director on the board of directors of the target company, whether
as an additional director or. in acasua vacancy.

Such appointment may be made only after the deadline for making competing offers expires
(i.e. after an initial period of 15 Working days from the date of detailed public statement)

provided:-

(a) the acquirer placesin escrow 100% of the consideration under the open offer in cash; and

(b) no competing offer has been made.

2. Where an open offer is made conditional upon minimum level of acceptances, the acquirer and
persons acting in concert shall notwithstanding anything contained in these regulations, and
regardless of the size of the cash deposited in the escrow account, not be entitled to appoint
any director representing the acquirer or any person acting in concert with him on the board of

directors of the target company during the offer period unless: -

() the acquirer has waived or attained such conditions; and

(b) complies with the requirement of depositing cash in the escrow account.

3. If the acquirer or any PAC is already represented by a director on the board of the target
company, such director shall not participate in any deliberations of the board of directors of
the target company or vote on any matter in relation to the open offer.

4. During the pendency of competing offers, there shall be no induction of any new director to
the board of directors of the target company. However, in the event of death or incapacitation of
any director, the vacancy arising therefrom may be filled by any person subject to approval of
such appointment by shareholder s of the target company by way of a postal ballot.

» GENERAL OBLIGATIONS OF THE ACQUIRER
REGULATION 25

Regulation 25 casts the following obligations on the acquirer:-

(&) Prior to making the public announcement an open offer for acquiring shares, the acquirer shall
ensure that firm financial arrangements have been made for fulfilling the payment obligations
under the open offer and that the acquirer is able to implement the open offer, subject to any
statutory approvals for the open offer that may be necessary.

(b) If the acquirer has not declared an intention in the detailed public statement and the letter of
offer to alienate-any material assets of the target company or of any of its subsidiaries whether by
way of sde, lease, encumbrance or otherwise outside the ordinary course of business, the
acquirer, where he has acquired control over the target company, shall be debarred from
causing such alienation for a period of 2 years after the offer period.

However, If the target company or any of its subsidiaries is required to so alienate assets despite the
intention to alienate not having been expressed by the acquirer, such alienation shallrequir e a special
resolution passed by shareholders of the target company, by way of a postal ballot and the notice
for such postal ballot shall inter alia contain reasons as to why such alienation is necessary.
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(c) The acquirer shall ensure that the contents of the public announcement, the detailed public
statement and the letter of offer are true, fair and adequate in al material aspects and not
misleading in any materia particular and are based on reliable sources, and state the source
wherever necessary.

(d) If the shares of a target company stand delisted under regulation 7(4), the acquirer shall within
15 fifteen working days from the date on which the shares are delisted from the stock exchange,
send out awritten offer in such form as may be specified to al the other shareholders of the target
company, intimating the shareholders of their entitlement torequire the acquirer to acquire their
shares at the same offer price.

(e) The acquirer and persons acting in concert with him shall be jointly and severally responsible
for fulfillment of applicable obligations under these regulations.

General obligations under Regulation 25 are directory in nature

The High Court of Andhra Pradesh in the case of M. V. Subramanyam v. Union of India held that
Regulation 25 dealing with general obligations of acquirer was only directory in nature and there was
no merit in contention that non-adherence to time schedule would invalidate |etter of offer.

GENERAL OBLIGATIONS OF THE TARGET COMPANY
REGULATION 26

Reqgulation 26 casts the following obligations on the target company:-

(&) Upon a public announcement an open offer for acquiring shares of atarget company being made,
the board of directors of such target company shall ensure that throughout the offer period,
the business of the target company is conducted in the ordinary course consistent with past
practice.

(b) Material transactions outside the ordinary cour se of business cannot be undertaken during the
offer period, either at the level of the target company or at the level of any subsidiary of the
target company without approval of shareholders of the target company by special resolution
by postal ballot.

In any general meeting of a subsidiary of the target company in respect of such material
transactions, the target company and its subsidiaries, if any, shall vote in a manner consistent
with the aforesaid special resolution.

(c) Thetarget company not to fix any record date for a corporate action after the third business day
prior to the commencement of the tendering period and until the expiry of the tendering period.

(d) Thetarget company shall furnish to the acquirer within two working days from the identified
date, a list of shareholders as per the register of members of the target company and a list of
per sons whaose applications, if any, for .registration of transfer of shares are pending with the
company. The acquirer shall reimburse reasonable costs payable/by the target company to external
agenciesin order to furnish such information.

(e) Upon receipt of the detailed public statement, a committee of independent directors of the
target company shall be formed to consider and give its reasoned recommendations on the
open offer, which shall be published by the target company.

Provided that such committee shall be entitled to seek external professional advice at the
expense of the target company
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(f) The board of directors of the target company shall facilitate the acquirer in verification of shares
tendered in acceptance of the open offer.

(g) The board of directors of the target company shall make available to all acquirers making
competing offers, any information and co-operation provided to any acquirer who has made a
competing offer.

(h) Registration without delay of shares acquired in physical form in acquirer's name once al
obligations fulfilled by acquirer under these Regulations.

> GENERAL OBLIGATIONS OF THE MERCHANT BANKER/ MANAGER
REGULATION 27

Regulation 27 casts the following obligations on the manager to the open offer:

(a) Prior to PA being made, ensure that (i) the acquirer is able to implement the open offer; and (ii)
firm arrangements for funds through verifiable means have been made by the acquirer to meet
the payment obligations under the open offer.

(b) Ensure that the contents of the PA, the DPS and the letter of offer are true, fair and adeguate in all
material aspects, not mideading in any material particular, are based on reliable sources, date the
source wherever necessary, and are in compliance with these regulations.

(c) Furnishto SEBI aduediligence certificate along with the draft |etter of offer.

(d) Exercisediligence, care and professional judgment to ensure compliance with these regulations.

(e) Not to deal on hisown account in the shares of the target company during the offer period.

(f) file a report with SEBI within 15 working days from the expiry of the tendering period,
confirming status of completion of various open offer requirements.

APPLICABLE PROVISIONS OF LISTING AGREEMENT/SEBI (LOADR)
REGULATIONS, 2015

MINIMUM PUBLIC SHAREHOL DING/CONDITION FOR CONTINUOUS

LISTING
REGULTION 38

Every listed entity shall comply with the minimum public shareholding requirements specified in Rule
19(2) and Rule 19A of the Securities Contracts (Regulation) Rules, 1957.

According to Securities Contracts (Regulation) Rules, 1957, all listed company shall maintain a minimum
public shareholding (i.e. non-promoters holding) of 25% of total number of issued shares of the company
for the purpose of continuing listing.

Provided that provisions of this regulation shall not apply to entities listed on ingtitutiona trading
platform (Innovators Growth Platform ) without making a public issue.

CASE STUDIES
OVERSEASACQUISITION —DAIICHI - RANBAXY

_.-—-—-..‘_

- T K" -WE - o T— -
LM P AT CFHIES LIy L -

Dzl ichi-Sankyo
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Ranbaxy Laboratories Limited., Indid s largest pharmaceutical company, is an integrated, research based,
international pharmaceutical company producing a wide range of quality, affordable generic medicines,
trusted by healthcare professionals and patients across geographies. Ranbaxy’s continued focus on R&D
has resulted in several approvals in developed markets and significant progress in New Drug Discovery
Research. The Company’s foray into Novel Drug Delivery Systems has led to proprietary ‘Platform
technologies' resulting in a number of products under development. The Company is serving its customers
in over 125 countries and has an expanding international portfolio of affiliates, joint ventures and alliances,
ground operations in 49 countries and manufacturing operationsin 11 countries.

Daiichi Sankyo Company was established in 2005 through the merger of two leading Japanese pharma
companies. This integration created a more robust organization that allows for continuous development of
novel drugs that enrich the quality of life for patients around the world. A central focus of Daiichi
Sankyo'’ s research and development are thrombotic disorders, diabetes, hypertension etc.

Ranbaxy and the Singh family, the largest and controlling shareholders of Ranbaxy (the “ Sellers’), entered
into a binding Share Purchase and Share Subscription Agreement (the “SPSSA”) with Daiichi Sankyo,
pursuant to which, Daiichi Sankyo to acquire the entire shareholding of the Sellers in Ranbaxy and further
seek to acquire the majority of the voting capital of Ranbaxy at a price of ¥737 per share with the total
transaction value expected to be between US$3.4 bn to US$4.6 bn. On the post closing basis, the
transaction would value Ranbaxy at US$8.5 bn.

Highlights of the Acquisition

(a) To takethe Company to anew orbit and a higher growth trajectory

(b) To catapult the combined entity as the World's 15th biggest drug maker

(c) To become the largest generic Company in Japan, the world' s second largest pharma market

(d) Complementary business model

(e) Global reach covering mature and emerging markets

(f) Strong growth potential

(g) Cost competitiveness

Acquisition stages

Date Particulars

June 11, 2008 |Signing of Agreement by Daiichi with Ranbaxy and its Promoters
June 14, 2008 | Public announcement by Daiichi to the shareholders of Ranbaxy to acquire additional
20% equity shares at 737 per share under the Takeover Code.
June 27, 2008 | Submission of draft letter of offer by Daiichi to SEBI for its observations.

July 15, 2008 |Approva of preferential allotment of equity shares and warrants to Daiichi by the
shareholders of Ranbaxy.

August 16, 2008 |Opening of open offer
September 4, 2008 | Closing of open offer

October 15, 2008 |Acquisition of 20% equity stake by Daiichi pursuant to open offer

October 20, 2008 |Ranbaxy becomes subsidiary of Daiichi upon increase in Daiichi’s stake to 52.5%
(including preferential allotment and transfer of 1st tranche shares from Promoters)
November 7, 2008 | Daiichi acquires balance 11.42% shares from the Promoters off the stock market and
the deal is concluded. Daiichi’ s equity stake in Ranbaxy reached up to 63.92%.
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DEFENSE STRATEGIESTO TAKEOVER BIDS

1.

THE "CROWN JEWEL" STRATEGY

Under this strategy, the target company sells off the crown jewel (attractive properties) so as to
make the company less attractive. Such aradical step may however be, self-destructive and unwisein
the company’s interest. However, the practice in India is not so flexible as Section 180 of the
Companies Act,2013 and the SEBI takeover code makes it difficult for any target company to sell,
transfer, encumber or otherwise dispose of assets.

THE "PACKMAN" DEFENCE

Under this strategy, the target company attempts to purchase the shares of the acquirer company.
Thisisusually the scenario if the acquirer company issmaller than thetar get company.

TARGETED SHARE REPURCHASE/ BUYBACK
This strategy is used by the target company to increaseits holding.

GOLDEN PARACHUTES

Golden parachutes refer to the " separation” clauses of an employment contract that compensate
managers who lose their jobs under a change-of-management scenario. The provision usualy calls for
a lump-sum payment or payment over a specified period at full and partial rates of normal
compensation.

The provisions which would govern a "golden parachute’ employment contract in India would be
Sections 202 of the Companies Act, 2013 which govern the provisions compensation for loss of
office. Therefore, "golden parachute” contracts with the entire senior management, is of no
consequencein India.

SHARK REPELLANTS
An increasingly used defense mechanism is anti-takeover amendments to the company’s constitution
or articles of association, popularly called "shark repellants’.

Anti takeover amendments generally impose new conditions on thetransfer of managerial control
of the firm through a merger, tender offer, or by replacement of the Board of Directors. In India
every company has the clear power to alter its articles of association by a specia resolution as
provided under Section 14 of the Companies Act.

POISON PILL DEFENSES

A controversial but popular defense mechanism against hostile takeover bids is the creation of
securities called " poison pills'. These pills provide their holders with special rights exercisable only
after a period of time following the occurrence of a triggering event such as a tender offer for the
control or the accumulation of a specified percentage of target shares. These rights take several forms
but all are difficult and costly to acquire control of the issuer, or the target firm. These provisions force
the acquirer to negotiate directly with the target company’s board and allow some takeover bids to go
through.

WHITE KNIGHT

White Knight is a company that comes to rescue of a company targeted for a takeover. The white
knight may make an offer to buy all or part of the target company at more favourable terms than the
original bidder.
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8. KILLERBEES

Killer bees are firms or individuals that are employed by a target company to fend off a takeover bid;
these include investment bankers (primary) accountants, attorneys, tax specialists, etc. they help
by utilizing various anti-takeover strategies, thereby making the Target Company economically
unattractive and acquisition more costly.

9. BANK MAIL PILLS

Bank mail defense wherein the bank of a target firm refuses financing options to firms with
takeover bids thereby having the triple impact of imposing financial restrictions upon the acquirer,
increasing transaction costs in locating another financing option and also buying time for the target
company to put more defusesin place.

10. SUPERMAJORITY AMENDMENTS

These amendments require shareholder approval by at least two thirds vote and sometimes as much
as 90% of the voting power of outstanding capital stock for all transactions involving change of
control.

11.AUTHORIZATION OF PREFERRED STOCK

Vide such provisions; the Board of Directors is authorized to create a new class of securities with
special voting rights. This security, typicaly preferred stock, may be issued to afriendly party in a
control contest. Thus, this device is a defense against hostile takeover bids, although historically it
was used to provide the Board of Directors with flexibility in financing under changing economic
conditions.

12.CLASSIFIED BOARDS

Another type of anti-takeover amendments provides for a staggered or classified board of directors to
delay effective transfer and control in a takeover. The legal position of such classified or staggered
boards is quite flexible. An example is when a 9 member board may be divided into 3 categories,
with only 3 members standing for election to a three year term each, such being the modalities of
the retirement by rotation. Thus a new majority shareholder would have to wait for at least 2
AGMsto gain control of the Board of Directors.

DRAFTING ASPECTS

1. APPOINTMENT OF AMERCHANT BANKER
"RESOLVED THAT M/S......... be and is hereby appointed as a Merchant Banker for making the public
announcement and to forward the same to the SEBI, target company and stock exchanges.

RESOLVED FURTHER THAT terms and conditions of its appointment shall be such as decided by the
Board of Directors, in its meeting."

2. OPENING OF AN ESCROW ACCOUNT
"RESOLVED THAT pursuant to the SEBI (Substantial Acquisition of Shares and Takeover) Regulations,

2011, an Escrow account be opened up with ............... Bank withthe............ amount.
Takeover CORPORATE LAW ACADEMY
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RESOLVED FURTHER THAT M/s......... be and is hereby authorised as a'Manager to the Open Offer’
to operate the said escrow account.”

3. OFFER BY OFFEROR COMPANY (ACQUIRER)

"RESOLVED THAT an offer be made, to the person who are the membersof......... Ltd. As on
.......... for acquisition of the total issued capita of the.................. Ltd.

RESOLVED FURTHER THAT above said offer shall remain open from.......... [ (o JUU
atapriceof.......... each.

RESOLVED FURTHER THAT shares be accepted even if such shares in aggregate are less than the
limit mentioned above and in case the shares offered exceed the limit, the company shall have an option to
accept or reject the same, in consultation with the concerned authorities and offer will be accepted
according to the order in which they are received and full shareholding of the members accepting the offer
be acquired subject to abovementioned limit."

INTERNATIONAL ACQUISITIONS

Companies go in for international acquisitions for a number of strategic or tactical reasons such as the
following :-

(&) Growth orientation: To escape small home market, to extend markets served, to achieve economy
of scale.

(b) Access to inputs: To access raw material s to ensure consistent supply, to access technology, to
access latest innovations, to access cheap and productive labour.

(c) Exploit unigue advantages: To exploit the company’s brands, reputation, design, production and
management capabilities.

(d) Defensive: To diversity across products and markets to reduce earnings volatility, to reduce
dependence on exports, to avoid home country political and economic instability, to compete with
foreign competitorsin their own territory, to circumvent protective trade barriers in the host country.

(e) Response to client needs. To provide home country clients with service for their overseas
subsidiaries, e.g. banks and accountancy firms.

CROSSBORDER TAKEOVER

Cross Border Takeover is a much sort after term in recent years. Competitiveness among the domestic
firms forces many businesses to go global takeovers. Apart from personal glory, global takeovers are often
driven by market consolidation, expansion or corporate diversification motives. Also financial, accounting
and tax related matters inspire such takeovers.

Expansion and diversification are one of the primary reasons to cross as the domestic markets usually do
not provide the desired growth opportunities. One has to look outside its boundries and play out in the
globa arena to seek new opportunities and scale new heights. Such companies have already improved
profitability through better cost management and diversification at the national field.

Thefirms engaged in Cross Borders Takeovers can be of threetypes:-

(&) Firmincorporated in one country listed in different countriesincluding it own.

(b) Firmincorporated in one country listed exclusively in aforeign country.

(c) Firmincorporated in one country listed in more than one foreign country.
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PUBLIC ANNOUNCEMENT UNDER REGULATION 3715 AND 4 READ WITH REGULATION 151
OF SECURITIES AND EXCHANGE BOARD OF INDLA (SUBSTANTIAL ACQUISITION OF
SHARES AND TAKEOVERS] REGULATIONS, 3011

Chpen offer for Acquisiien of 1510500 fully pald sp Eqguity Shares of T10 ench (" Equity Shares™) of
Kakatiys Textilee Limited (“KTL"™Targei Company™) from ihe Public Shareholder of ihe Tarpet
Company by Mr. Raviedes Nath Venha (“Acguiver 17), Mrs. Raja Kamark Yanka ("Acywirer 27}, Mp
Raghuveer Venks (*Acquirer 37) anil Me. Ravali Vaoks (“Acquirer 4} (herelnnficr calestively referrpd
e s Acg wirers ),

This Fublle Annoanasnent (“PA"SPublic Ansouncement™) (8 belng issued by Mark Corpeaage Advison
Private Limited {*Momnger to the Ofer™) for amd on bohalf of the Acquirers w the Public Sharehoides of the
Target Compamy pursiart o6 and is complianes with, amengst odhers, Regulatian 301 and 4 of Securities s
Exchunge Boand of India (Subsantial Acoaisition of Sheres und Tukoovers) Repulstione 201 e sibseueni
amendments therets |*SEBI [ SAST) Regulatans, 2011 Regulations®|,

I OFFER DETAILS:

L1 OMer Size: The Acquirers herely ke (ais Oipen Offer {“Offer™) 10 the Public Shareholden of the Tarpe
Compaity 10 atquire opta 15, 10800 fully paid-up cquity shares of £10 each, coastiniling 6% of the Equity
dtare Capill and 26,1 1% of the Yating Capital of the Target Compesy, subject 5o thi 1erms end condiins
mentianed n ihis Fublic Annourcement (“PA"), the Detsiled Public Simieesert ("DPS™) that will be
published und the Letter of Offer ("LoF*) iha will be sem 1o the Equity Sharcholders of the lrge
Compomy, (i econdioce wilh the Regulationd

12, Oifer Price/Consideration: The Offer prics of T7.00 (Rupees Seven anlvl peer fully paid=up Equity Share
of 210 ench, & in eompliance with Regulation % ol the Regulsions {*Ofer Price™), aggrepaiisg vz
vannkdenaion of T1,05,75,600 (Rupees One Crone Five Lakks Seviety Five Thousaed ard Sy Hurdred
iz, mysaming {dl scceptanes in the Gpen Offer (“OMer Siee™ ). Tho Sharchalders whi are holding pertly
pai-up ety shares will he efigible 1o partieipate in e O enly upon making e wquity shures falby
puic-up Le. afler paying the amous due an allotmens/calls sloeg with the interest iF any

14 Mode of Faymest: The (HFer Price will be paid s Cash, It accordimes with Regulavion 03 (ab ol the
TS TR Y

LA, Type 0T OMer: This is an Uffer in compliance with Regalation 301} aed 4 of' the Regulations

1L TRANSACTION WHICH HAS TRIGGERED THE OPEN OFFER OBLIGATIONS
(UMDERLYING THAMNSACTION )

B f_g‘;“_':"':h] o | 19I2BIT | s0aTe | soTom 1.3 Cash l!-uumu

Polary 0 200[ 3
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4. DETAILS OF THE ACQUIRERS:

| Aequirer] | | Aequirn
Mr Hawndrs LT Mr Raghusesr

Narmid et N artis | vinahs Vanlen Kumari Vasks | Vanks Ny
ndEres T, My, 33100, | 00 Moo 230000, | O Mo 2B7-11, [ L M, 35-7-11 ¥
Park Siee Pk St ik Senest, Park Sz
Sajapuram, Sngmpume, Sajjaperam, Sajpapuram,
Tonmkno-534 210 | Tosku-534 210, | Teooka-538 200, | Temeku-534 231
Diak . Wesi Thai:: Wesl Dhal: Weal DL Weal

Crodavar, Siate: Chipdavari, Siote Cinsdavari, Sme. Cod avart, Siate
Andbrn Pradesti | Andben Pradesh | Andbes Pradosh | Aodbea Pradesli
“Hanigini of the Pormoes | Mol Appiegahic | Fol Agplsahle | Mol Appbeable | S0t Appicibie -
- ganirel/Promoieen of
Aguren where
Azquitii: e
Ladmp anies
Mamic of the Chivap, iF | Mol Agpl=ahlc Tainl Ayl acalilz Hat Applicalile Hod Applizalhe -
., o whak ihe
Asilrers belongs 1
Tre T2 dism
sharcheddig
w, Murminer i) L] sl Tl Ak
« % of winl ety % il il il ]
swr apinl
s % ol iodel  woing (LR il il il TR
lu!ﬁl.l..!]
Progased  sharcholifing
dier the scguisbion of
shargs which iriggered
thé Ugeii CHlles
= Mumbar T3 TN TIR A 133303 Ta3ang 290,10l
a % al weml eguiy L L EY 12 12609 12 d2% Lo R LIS
shaie cogial
= % Al einl voling 12 it el b L6 1347% AT
| capesl

vy other imepeat o the pmE eone Pt une

| Titge Comgpany

4, DETAILS OF SELLING SHAREHOLOERS:

| R e
I Mr; Sumanth Remamunthi

i HOZ MM | S04TH 5070 M| Ml
PaN: ALMPEIGEIA
F3 s, Elgi Elecine and
Industries Limived

¥is 2| KMeglihs | Weadipihle LTI
1M

U3 AT ZI B3P LCRO4ET
E Mis. Super Farm Praiacts
Frivote Limited

Vs 2 | Wegligihle | Megligible Wil | il

TN

L2 ITERSAPTOMLS2E
TOTAL 15.31 501 SRAT 0. % Nil | il
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L. DETAILS OF THE TARGET COMPANY

S.1. | Name ¢ || Bisativa Tesdles Lintitad B

52 | CIN 3 | LIKIDOTZ 1981 PLOGT 1940

53, | Registered Office Address t | Elgi Towers, Gireen Fiekds, 737 D, Pullokudom Fond
Caimbaore-68 | 045, Tansli Nadu, india

4. | Stock Exchanges whers Listed | ; L'I:IEL Limitexd, Mumiba: ('BSE*) with Serip Code £2 1154

b OTHER DETALLS

.1 The details of ibe (pen O will be pubdishedt i the newsgapers. in werens afile provisions of Hepulstors
13 {4} and 14 3} of Regulations vide a Delniled Public Sintemess oo ar bedare May 71, 2014,

bl The Amuirers dershes thi ey wre aware of ond will comply with their ablipnions weder (ke
Regiluions and have adoquote Mnncial noounes o mee he UiTer obligations in soms of Regulmion
5l b ol the Regulations @ reluton o the O,

Gt I duis PA, wny discrepancy ln any inhle beiween the 1oesl and sums of the percemiage lised & die w
imiikiliz e ofF.

6, This Oiier bs not subect to any mintmium lovel of sccepiance,
6.3, Competing OfTer: This is not s competing offer in terms of Rogutation 20 of the SERI (SAST) Regulsiions.
Essued by ibe Mansper to the Offcr:

Murk Carporute Advisers Private Limited
w ' LTI AN S F TS 199

A7Y, The Sammit Dusingis By,
{W Sant lurabal Read (Servics Lane),

LT Higlvwuy, Vile Parly [ East),

Setumhai-B0 057

Telefex: +1 22 2612 130508

Contnet Persomt Mr. Manish Giser

Emait apenn fiminadkorpornteadslas. com

SERIRegm Not INMO0OO12 128

Fur and o8 ehalf of the Acquirers:

Ravindrs Motk Vanks (" Acquicer 1)
LEar dedmss (i e dufy ermstitmad Paue of Aty balder for dbgufeer 2, Avgober 1 g deguirer )

Place; Munmihai

Draster Staw 01, 2005
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PFURLEC ANNOUNCEMENT UNDER REGULATION 151 OF FHE SERL (SUBSTANTTIAL
ACDUISITION OF SHARES ANDI TAKEOV ERS) KEGULATIONS, 2011

Opem (MTer for seqaisition af np o 1901403630 equity shares of He. 10 cach of Fipayay Defence
amd  CHTshore  Enginerimg Company  Limiled  (the “Target Company™) from the Poble
Sharcholders (a5 defined below) of the Tarpet Company by Bellanee Delence Systems Privai
Limuted {the " Acquirer” ) fepether with Helisnee Infrastrociure Limited as the person aclisg in
concert (M Reliance Imfra™ or dle “PAC™) with the Aoguirer (" OToe™ “Cpen OfTer™).

This puthlic anpooncensent (the “Public Anaosimcanat’’ o “PAY) m heing ] by JH_ Fanancial
Instituiional Securities Lamited (e “Manager™) Forand on hehall of the Acquirer sl PAG, foihie pehlic
equity sharchaklers of the Tarpet Coempany, cchiding s partics 1o the Purchase Agrélne (A defined
Bedow] anil perscos pcting in copcerl oF deemesd 0 be BEng in comcert Wil such paries iekiling the
P (ihe “Puldic Sharehmohders'), purssd e and i complie witlh Bepulgions 30Eend (4) of de
Lecwritics andl Exchange Board of [ndis {Substaniis] Acquisition of Shores amsd Talksevers) Fepulations,
Hi11 ard subsequant amendmrents thersto (ke “SERI (5A5T) Repulations')

1. Liex Detiiks

®  Slee The Mvcauier anid dhe PALC 'h‘.‘-l'd1:|.' ke this 1 Hfﬂuﬁ_rﬁit Sharchokles an .n.'|||.1i||.'- uj
Ao T8, B, 15 0300 I'ullg.- |!|l.ln|]-u|| Sualy shares of Tace value |'!|th b0 zoch of the I..JIEJ.". ity
(ke “ 0 fFer Shares L constitating 2600% of the jotal fally diluted voting egquigy share capital (s
of the Mhh workmy day from e chisaro ol this, lendermy poreodd for e Offierh (the Y oling
Share Capitaly of the Tirget Company at's piles 6F Fe 66,00 per Offer Share (the “Offer
Frice’) apgregating to tnlal considerstion of Ra, 1,863 3 crones {ihe “Ofer Sice™, subjoct be the
termis ad conditine mentiined i thisPublic Bnoucesent, the detailed jrdslic stabesment (L
YIRS and the lotter of offer (the “[{8F " that are proposad to ba msued i sccordance with the
SHEL{EA5T] Bepulaliims

o Priced consideration:  Thebgiidshares aof the Targel Compasy ae reoaent by traded m o
of oz SERT (5451 H.L‘g.!hﬂﬂﬁ'. Tl & Wi Price al Ba of M per Ol e 5 m acoordanes
with Regulagkon 52 of the SEBIE (545T) Regulations.

#  Adade of |'|:.|.I.'l:r“'l I‘Iu.-m[m Price o |n|_l,-ﬁ|'||¢ i caeh in aconndanee widli H@llhllml WIH ah of

the SERI (SAST). Regwlations, and the teons and coeditions mentioned in this Pablic
Anmouncemend, end‘in the TIPS and L4F that are propased o be tswed in aceondance with the

SEBI 15&51‘] Kigzulabions.

*  Type ofoffer: Thi= Offer & 2 mandstory ofler in complema: with Begolators 301 aml 4 of the
BEB] (SAST) Begubilions.

i h.mwﬂ bop whicls has trigsored the Ogan Oor oblipagions (Underlvine Trasnsaciiong

Whia CHEGE d= Paing ok paisugand o B exsagion of o Pioshiss Aprsemanl dai] March 4. X115
bebween Skl Infrastruciure Linsdted &8IL7), Skil Shipyard Holdings Private Limised (CSSITPLY),
Garevel Envestment And Fingecs Privale Eimdisd CSGrevek ™) (ST, SSHPL nml Carevel: ngeether
reberred bo ms the *Hellers™), Wi Nl Gandhi M. Dhavesh Gandhi, e Target Company, the
Suquiver and the PAC (b “Furchase Agrosment™), passaant fo wloch the Acquing s agiead o
puarchase 1300000000 sjuity shares of the Tarpet Comypramy constiludimg 17.00% of the pail-up
equety share capital of the Tarpet Compasy from 511 anad SSEIFT, ot a price of R 6500 per equity
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shar, In e of e Purcheses: Sueeaisiml and sulbjes @ the sorfilions Qercn, the Selkas shall s¢ll
sisch number of addidanal dqﬂ'il}'ﬂhahn-nl'l-l'rt'l'irﬁ':l Campanii 1o 1= .-"n.:l-p-lirc.!' al & pri':-l.: ol Fa, 63,00
et eipesty shore thot swoauld resull in the Acqpere acquinng 25,10 af the paid-up eqity share capitzl
in tha Tareet Comapany afler bking into account e aoquisitbans made onder the O Since the
Apqunies bas entered info s agreement fo aguing valing mights moevees of 258 of fle o] volmg
righis ef the Target Company, this Cffer & being made under Begulation 3013 of the SEB] (SAST)
Hegulations, Upon consomasmdion of the transactions cordemplated im the Purchase Sgreemend, the
\equires will elea acquine congrol aver the Tarosd Company. As siech, this Offer 8 ako besingana de
usder Regalation 4 of fhe SERL (SAST) Regulations, The Purchase Agrcement aleo scts forthoths
Lerrins and soiddtions apreed Ietwgen the Sellas, Wi Mikkhil Gomiha, My, Blaveh Gandhis i lafﬁ
Uiemprery, the Acquirer and the PAC, and their respective righls and chligatines,

Dretaibs of snbir by g Desmsse i
- Shiawes! Voting rights Tedal
Wlacke o acpred’ propassd tn be Copeickernlim
'I'll:'lll'l'l' Tramsariiun © g share Vi ol
Trasmain Al ; } I igkls ik
- .ﬁlnhnuri" a vhn vis [Lashs """H'_-*-"
e mirkel (P o secundticsd [ drimaered
Icrel) purchase] Musher voling
capital.

Thrgel & Morchase s |3 LAE) | 17 oot it | w 8 EIw 0 orares | @ Cash & pegulainns
Apresmant gty shores Hka it Ao LT 6%y of ¥lyanddal |
chitpd Minch wilh an e o theoguly shime ey SEEI |
4. 2nls mgreement i | cmpebilamh | copatal ¥ [BART)
hewscn the i unio - Auddlitvana] Fopndalions:
Seollare, Mir m additiongl, g ml coimideratuon al
kbl F.-I'-'.l:l'-'.l'-"-1 S S acguing gt Fe 3452
Gandhi, hir, ooty shares | “Foptoan ormres for Tdd
Dtevesh Lt cFON acdditional of the: equaiy
Ganchi, the |I1:§,I.'|.|:rt'l'qu Tddrg ol ghare capiial ™
[t 4 Ao resybey the equity
Comypemy, # .rld oy wham
the Aequizer ; -'l_ﬂlj!r-mll:l‘ capaul, *
el 1 tipaon the
P."U:'.?: (L TTTTLY 5

Mg wrcker
tha e M

Al Fre i r.!,rp:.c Piredean . Lpiveemisand anad sifvwicd o e covaclioues Merww, e Selory shall el s somber of
kil ek ..'ﬁi.l} s of phe Torpst Uiy 0 tha Segiiivgr ar @ peica gf Hz A3 I'ﬂi‘p-:r Aginine shaiee s aE i
.pm..lj ainal e degrineer” shamieldig s eor e g 23008 af e Teege! Campan slier kg o

arguLsin s sk e ore Chffer,

-ﬂ.l P,u.lf'il-lw Friy ol e S8 0 g agiy S mauliiplive e 15 00 00 000 equily sfores, coasdiiufing 7 8 of
.ﬁrurd-u'u oty shuane caperkn! v tbe Targed Compuess

2]
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3 Avguirer/ PAC

Trtails Auqgirer f AR Total
Mame of Ausquireniy Eeelinnos Defemes Sypters | Beliance Infrostnsiure
Py Previrte Limited Lansel
Sk A0, Plot nn, B8 94, H EEnck, 1t Floan, -
EPmbhr Colome, Sanis Dhirubbai Amban
Crug (BasE], Mumbm 400 Enowldge Ciy, Mayi >
{455 Tanfin Wembag 40 I, Indis —_
Idameds] of persors i The Ariuarar v 8 whelly [he Promoioer mewd _ ;:. =
cortmnl! promoters of omned subsdnre of Promoter Groap of i
A’ PAC where Feliimes Infresirucivee: Feinee nfutnaiam .
Actjuirers’ PAS are Limital Lantal ot green be i -
G = Relimne: Projes .
Vierures ard . o
SMamagement Povaie 5 4
Limmied B
* Relianos Fag r-m-n: 43,
[T T F
& Relinnos Im.--.mﬁ.:u
Privabe Lmmnedt™
& Rtll;i-m-' .ﬁ.I!-ﬁ.-_nr-:l:p
vale Lisniled
L ﬁ.‘.ﬁfﬂﬁ Ambani
® 'u-nl"'l.':' ik
o - Tl.-mmr\-l A Arwhani
- P& Tina A Ambar
A 2 & luinshol A Aesbeni
Blartte of thee Crroupy, 1l F!1'||:'um_-;_m_ﬁ.|'-.'\-:'-.._h RKzanes: Graus =
vy, 1o wivich the N ™
Suogoiren’ P bl ongs o el
Fre Trasacton _ T il ol
sharebohling "- iy
o Mumber g ¥
v %l fotl sharg 58 v
capital L N
Propmed shafehmlifing™ | 32,14.13.630 ryuily shares il A2VA A6 equily shares
eifler the puapiisiciiol (43 6t of fhe pod-up (43 55% of the pasd-up
m;m'l_l]l'er equey share copeal of the coputy shime capital of the
Shisrcd hscrning fudl Torget Compaarg) ! Target Company) !
sraiilaw hich
 the Open Oifer |
Arilher infered i Ui Mo Fame thine
Tarpsl Cinijiaag

) Azmnmg Al aecepdoios or $e O and oo sake of odkiifenal sqanty dimer by e Selleer fo dhe Acqmiren
evewt of Joll acveplance mo B (8fer v Acgwirer il aeqaee D00 GLINAT sty sharey of Uhe Tampef
Compaen peodiindingg {TO0 o e pantep sguity ahand caplal of M Targe! Company panranl o By
Farcharme Agreamant,

]

CORPORATE LaW H’CHD!HT
HITESH HR. JTAITWAL C5 CLASSES

- Charts and Additional Writing



4 Duetails of selling sharehoblers

Part o Drictuils of shiarisd voeing righis held by the selling sharchsldors
“‘;;‘ﬂf — Fre Tramsaction Tt Tramativm 5>

bl pEni ; : Pt conte
ief : (Ves' Moy | Mool Shares | Percuniage (%% | SNo of Shares. I.'."i-iq'
HIL Wi 2500, 73,648 3401 | 158750334 216
&5HPL e 3,43,77.084 521 i . N
Girevik Yen | 27349494 104 12 dzad o TSN

| Tatal | R 226 | mimgs Ol M6

{2 sy A avcopémice S Sffer wad oo sale of adinieal egquity shoes by del Sl et Acguiar. b
o of fill acceptomes v e TRE e Aogiee sl aogaiee 000 Sty whares of te Targer
Coempaany comstaubig ¢ 7600 off e pavdup cqmily thore copiial of the TJ@{%_:‘?M L o SETEPLL

120 T dermn cpf e Purcirer Apnoveend ol sidbien! ot comiows Mhwon, sty il ooy e af
acklfiborred gopudty shorer o dhe Tarpes Cwmpuny & e dequinee e » i e S Aogpuimr plgmning
235108 i Mhe peidhup sgemhy drare copdtal o e Toarget ey i\ﬁfw fhr e dhe ocpeniieng
arinde wiaer Mo G, Coseguitly W oo b0 sqedl shives e i S fm the Cifer, W ot ol D
Farchaie Agreement g suliest fo M by comiadeed e, i faguiie will segelne 34087 7
cecliitionreed ety shards cdnainarigg 74408 of b padfolng couite shard Sapitad o the Do Covepint from o
Salvry oo e shevreboliie of e Sellers will oo _ﬁq'?..!'r 1L M..'i‘.".‘: Ay shaves conarimmieg 42 2006 of
e paddnp eqeady thare capiral of the Target l.nwm-j m- A 5054 eqwity thares consiiunng /7 1685 of
she panieag eqrty shaee caprial 6F e Target Coopdn™ 5

& Target onpamy
o M Pipavav Diefence mldﬁﬂﬁkyw-l:!ngimnglTwlpm;r'r;im'i'h:iL

# Heglsterad T an' l.‘-u:t.f'm Ugehaiva, Vis-Kajuln, Disirict Amrcli — 303 $60, Ciujaral,
India

#  Exchazes whepe lsted: The apaity sherss of the Terpet Company are Isteil on BSE Limite]
=nd Mabhonal _' 1l E;whg: ol Iniddia Limaled

6 Dihyr Dutily
s The TIES b b issued undor the SERI (SAST) Hegulations skall b published on or before March
L, p1) L ragoired by Regulatwem D340 of the SEB] (SAST) Begulations, The TIPS shall
“contain details of the Offer including detailed informatica on the Offer Price, the Acquirer. the

UPAL, dhe Tarpet Company, the background 1o the Cifer, the stotutory spprvals required for the
OfFar anal details of finascial arangements and other terms of ha 1T

* The Acquire amd the PAC underake thid they nre awane of amd will comply with their
wblizatives under the SEB] {5A8T) Begolatsons and that fhey bave sdoquate fnmgial resoinoes
b et their obligatioes inder the Offer.

e The Ml m ol condiional spon any mminmn level of scoeplance pasuant o e lsrms of
Ie-r.-:_uhlirm T afthe SFRISAST) |l!c5!||.i|lfn'|l.
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s This Odfer is not n competing offer undar ghe terms of Kzpulagion 20 of the SEBL [5A5T)
Romlations.

s The completiom ol the Odier and the smderving runsacliom, as envissped smder the Punchase
Agreement, 15 subgoct b safsfaction of the condions precodiml 6l oul m the Purchaz:
Spresment sl reospt of sieors apgeovalz rejuired, 11 any

Issmiied b the Mannges: to the CHTer

‘JM FINANCIAL

SN Finandiad [nstitamiomal Securilies Limited

T Hawr, Onergy, Appasaheh Marathe Marg, Probhadest
Whwmdhai - BOG02%, Tndin,

Tel. Bia: +91 12 (b0 3030

Fard o =01 22 Bis) 3334

Ernal: Inksfum. lakshmanani@ il com

Contacd Person: M Lakdhm Lakshnunan

SERI Regastrason Mumbar: AS0000105G ]

O bhiaal T o the Acquirer aml the PAC
Belinnce Dedence Syvslems Private Limilzd
Ralinnce Inlrastrucinrs Limitel

Flace: Mumbad
Mate: March 4, 20035
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SELF TEST QUESTIONS

FROM ICSI MODULE 'l}S'

Answer the Following:-

FROM PAST C5 EXAMS

10.

11.

12.

Digtinguish  between and
‘Competitive bid'.

What are the safeguards incorporated in the
takeover process so as to ensure that shareholders
get their payments under the offer/receive back

their share certificates?

Can an acquirer withdraw the offer once made?
Give reasons.

Describe the Cross border takeover.

Explain the provisions relating to ‘escrow account’
under the SEBI (Substantial Acquisition of Shares
and Takeovers) Regulations, 2011.

Explain ‘open offer thresholds' under the SEBI
(Substantial Acquisition of Shares and Takeovers)
Regulations, 2011.

What do you mean by a mandatory bid and when is
it necessary? Describe briefly.

Enumerate the reasons inducing companies to go
for international acquisitions.

Mention the factors which make a company
vulnerable to takeover bids.

Amilo Exports Ltd., a listed company has opened
an escrow account in connection with acquiring
another company. The company wants your opinion
for the release of amount from escrow account.

‘Mandatory  bid’

How isthe open offer price for acquisition of shares
of a listed target company whose shares are
frequently traded determined?

Palm Ltd. bought back some shares in compliance
with section 68 of Companies Act, 2013. As a
consequence, the shareholding of one shareholder,
Vabhav Ltd., increased from 24% to 27%, Pam
Ltd. disclosed the changed shareholding pattern to
the stock exchange. On receiving the information
regarding increase in holding of Vaibhav Ltd. to
27% SEBI has issued a show-cause notice to
Vaibhav Ltd. for its failure to make a public offer
under the SEBI (Substanial Acquisition of Shares
and Takeovers) Regulations, 2011. Prepare a reply
to the show-cause notice.

1.

What do you mean by the term ‘Takeover’'? What
are the objectives which takeover seeksto achieve?

Explain the meaning of and different types of
takeover bids.

Can unlisted companies affect takeovers? If so,
how?

“SEBI has formulated a comprehensive code for
takeover of listed companies’ Do you agree?

What are the general obligations of ‘Acquirer’ and
‘Merchant Banker’ as under SEBI (Substantial
Acquisition of Shares and Takeovers) Regulations,
201172

What does the term ‘offer price and ‘persons
acting in concert’ mean under SEBI (Substantial
Acquisition of Shares and Takeovers) Regulations,
2011?
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Brand | ADVANCE YOUR KNOWLEDGE l I
NKI I}s

EXAMPLE OF VOLUME WEIGHTED AVERAGE MARKET PRICE

S. No. No. of Sharestraded (A) Market Price (B) Product of A and B
1 200 500 1,00,000
2 300 667 2,00,100
3 500 898 4,49,000
4 700 450 3,15,000
5 600 999 5,99,400
TOTAL 2300 16,63,500

VolumeWeighted Average Market price = Product of (A and B) / Total of A
= 1663500/2300 = Rs.723.26

CONDITION FOR INITIAL LISTING

RULE 19 (2) (b) says if a company is coming with public issue (IPO) then its shares will be listed
on stock exchangeonly if company alot to public shares as follows.

If post issue capital Then minimum allotment to public is

At least twenty five per cent. of each class or kind of equity shares or
debenture convertible into equity shares issued by the company.

Such percentage of each class or kind of equity shares or debentures
convertible into equity shares issued by the company equivalent to the
value of four hundred crore rupees.

Up to 1600 crore

>1600 croreup to

4000 crore
(But company has to increase its public shareholding to at least 25% within
period of 3 yearsfrom the dateof listing.)
Ten per cent. of each class or kind of equity shares or debentures
4000 crore convertible into equity shares issued by the company. (But company has to

increase its public shareholding to at least 25% within period of 3 years from the
date of listing.)

RULE 19 A CONDITIONS FOR CONTINUOUS LISTING

RULE 19 A saysevery listed company shall maintain public shareholding of at least 25% so that its
shares remain listed on stock exchange.

If Company attain the public shareholding level of 25% and after attaining this level public
shareholding in a listed company falls below 25% at any time, such company shall bring the public
shareholding to 25% within a maximum period of 12 months from the date of such fall in the manner
specified by the Securities and Exchange Board of India.

Where the public shareholding in a listed company falls below 25% in consequence to the Securities
Contracts (Regulation) (Amendment) Rules, 2015, such company shall increase its public shareholding to at
least 25% in the manner specified by the Securities and Exchange Board of India within a period of three
years, as the case may be, from the date of notification of: (a) the Depository Receipts Scheme, 2014 in
cases where the public shareholding falls below twenty five per cent. as a result of such scheme; (b) the
Securities and Exchange Board of India (Share Based Employee Benefits) Regulations, 2014 in cases
where the public shareholding falls below 25%, as aresult of such regulations.]
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MINIMUM PUBLIC SHAREHOLDING
Regulation 38 of Listing Requlations 2015

The listed entity shall comply with the minimum public shareholding requirements specified in Rule 19(2)
and Rule 19A of the Securities Contracts (Regulation) Rules, 1957 in the manner as specified by the Board
from time to time: Provided that provisions of this regulation shall not apply to entities listed on
institutional trading platform without making a public issue.

Regulation 5A
DELISTING OFFER

1. Notwithstanding anything contained in these regulations, in the event the acquirer makes a
public announcement of an open offer for acquiring shares of a target company in terms of
regulations 3, 4 or 5, he may delist the company in accordance with provisions of the Securities
and Exchange Board of India (Delisting of Equity Shares) Regulations, 2009: Provided that the
acquirer shall have declared upfront his intention to so delist at the time of making the detailed
public statement.

2. Where an offer made under sub-regulation (1) is not successful,

» on account of non-receipt of prior approval of shareholders in terms of clause (b) of sub-
regulation (1) of regulation 8 of Securities and Exchange Board of India (Delisting of Equity
Shares) Regulations, 2009; or

» in terms of regulation 17 of Securities and Exchange Board of India (Delisting of Equity
Shares) Regulations, 2009; or

» on account of the acquirer rejecting the discovered price determined by the book building
process in terms of sub-regulation (1) of regulation 16 of Securities and Exchange Board of
India (Delisting of Equity Shares) Regulations, 2009.

The acquirer shall make an announcement within two working days in respect of such failure

in al the newspapers in which the detailed public statement was made and shall comply with

all applicable provisions of these regulations.

3. In the event of the failure of the delisting offer made under sub regulation (1), the acquirer,
through the manager to the open offer, shal within five working days from the date of the
announcement under sub regulation (2), file with the Board, a draft of the letter of offer as
specified in sub-regulation (1) of regulation 16 and shall comply with all other applicable provisions
of these regulations:

Provided that the offer price shall stand enhanced by an amount equal to a sum determined at the rate of ten
per cent per annum for the period between the scheduled date of payment of consideration to the
shareholders and the actual date of payment of consideration to the shareholders.

Explanation: For the purpose of this sub-regulation, scheduled date shall be the date on which the
payment of consideration ought to have been made to the shareholdersin terms of the timelines in these
regulations.
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VARIOUSDISCLOSURES UNDER SEBI TAKEOVER CODE 2011

Regulation [Made by Shareholding Timing Made to

29(1) Acquirer|acquiring 5% or more shares of the Within 2 working|Stock exchange and
target company days target company

29(2) Acquirer|if there has been change in Stock exchange and
shareholding since last disclosure and target
such change exceeds 2% of tota o company

. . . : Within 2
shareholding or voting rights in the _
target company by the Acquirer + working days
PAC holding 5% or more shares of
the target company.

30(1) |Acquirer|Any Person + PAC holding more than Stock exchange
25% shares or voting rights in theWithin 7 working|and target company
target to disclose their days from 31ST
aggregate shareholding and voting march
rights

30(2)  |Acquirer |Promoters + PAC to disclose their Within 7 working|Stock exchange
aggregate shareholding and voting| daysfrom 31ST |and target company
rights march

31(1) |Acquirer|Promoter + PAC pledgingor Within7 Stock exchange
creating encumbrance on the workingdays |and target
sharesof the target company from pledge |company

31(2) |Acquirer|Invocationor releaseof the Within7 Stock exchange
pledge or encumbrance on the shares workingdays |and target
of the target company from invocation |company

CONCLUSIVENESS OF CERTIFICATE FOR REDUCTION OF CAPITAL

LTD.

WALKAR & SMITH

Where the Registrar had issued his certificate confirming the reduction, the same
was held to be conclusive athough it was discovered later that the company had
no authority under its articles to reduce capital.

LADIES SDRESS
ASSN. V.
PULBROOK

Similarly, in a case where the special resolution for reduction was an invalid
one, but the company had gone through with the reduction, the reduction was not

alowed to be upset.

DISTINCTION REDUCTION OF CAPITAL AND ALTERATION OF CAPITAL

Basis REDUCTION OF CAPITAL (SEC ALTERATION OF CAPITAL
66) of Companies Act 2013 (SEC 61) Companies Act 2013
Change in | It amounts to decrease in the existing | It may amount to increase or decrease in
capital share capital of the Company. the share capital of the Company.
Resolution | Special Resolutionin a General meeting | Ordinary resolutionin a General meeting
Confirmation
of Tribunal confirmation is required Tribunal confirmation is not required.
Tribunal
Reduction of capital can be made by Alteration in share capital may be made by:
Method o Extinguishing or reducing liability |(a) Increasein authorized shares capital,
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of members in respect of unpaid|(b) Consolidation or division of al or any
capital. of its share capital into shares of larger
« Writing off or cancellation of any denomination.

paid up capital which is lost, or 1S|(c) Conversion of fully paid up shares

not represented by available assets. into stock and vice versa
« Paying off any paid up share capital | (d) Sub-division of its shares into shares
in excess of the Company's needs. of smaller amount.

(e) Cancellation of shares not taken up and
diminishing the amount of its share
capital by amount of shares so
cancelled.

Comment on the in terms of the SEBI (Substantial Acquisition of Shares and Takeovers)
Regulations, 2011, ‘offer period’ and ‘tendering period’ are one and the same.

In terms of the SEBI (Substantial Acquisition of Shares and Takeover) Regulation, 2011, ‘ offer period’ are
different.

The term ‘offer period’ pertains to the period starting from the date of the event triggering open offer till
competition of payment of consideration to shareholders by the acquirer or withdrawal of the offer by the
acquirer asthe case may be.

The term ‘tendering period’ refers to the 10 working days period faling within the offer period, during
which the eligible shareholders who wish to accept the open offer can tender their sharesin the open offer.

Comment on the acquirer can opt out of the open offer process at any point of time by informing
stock exchange wherein the shares of the target company are listed and furnishing a copy of the
communication to thetarget company.

According to Regulation 23 of the SEBI (Substantial Acquisition of Shares and Takeover) Regulations,

2011, an open offer once need cannot be withdrawal except in the following circumstances:

(a) Statuary approval required for the open offer or for effecting the acquisition attracting the obligation to
make an open offer have been refused subject to such requirements for approvals having been specially
disclosed in the DPS and the | etter of offer

(b) Any condition stipulated in the SPA attracting the obligation to make the open offer is not met for
reasons outside of reasonable control of the acquirer, subject to such conditions having been specialy
disclosed in the DPS and the | etter of offer.

(c) Sole acquirer being is natural person has died

(d) Such circumstance which isin the opinion of SEBI merit withdrawal of open offer.

Comment on therevision of offer price can be made by the acquirer upward but that can be exercise
only in the event of their being a competing offer.

According to Regulation 18 of the SEBI (Substantial Acquisition of Shares and Takeover) Regulation,
2011, irrespective of whether a competing offer has been made, an acquirer may make upward revisions to
the offer price and subject to the other provisions of these regulations, to the number of shares sought to be
acquired under the open offer, at any time prior to the commencement of the last three working days before
the commencement of the tendering period.

Thus revision of offer price can be made irrespective of whether a competing offer has been made.
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Comment on the acquisition pursuant to a scheme made under section 18 out the Sick Industrial
Companies (Special Provisions) Act, 1985 or any statutory modification thereto shall be
automatically exempt from the obligation to make an open offer under Regulation 3 and 4 of the
SEBI (Substantial of Shares and Takeover) Regulation, 2011 but not the acquisition made pursuant
to the provisions of the Securitization and Reconstruction of Financial Assets and Enforcement of
Security Interest Act, 2002.

Regulation 10 of the SEBI (Substantial Acquisition of Shares and Takeover) Regulation, 2011 provides
that certain acquisitions shall be exempt from the obligation to make an open offer under Regulation 3 and
Regulation 4.

The exemption included acquisition pursuant to scheme made under section 18 of the Sick Industrial
Companies (Special Provisions) Act, 1985 and also acquisition pursuant to the provisions of the
Securitization and Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002.
Thus, both acquisition pursuant to a scheme made under section 8 in of the Sick Industrial Companies
(Special Provisions) Act, 1985 as well as acquisition pursuant to the provisions of the Securitization and
Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002 are exempt from the
obligation to make an open offer under Regulation 3 and Regulation 4.

Comment on the acquisition of shares resulting from invocation of pledge by a public financial
institution is exempt from open offer obligation.

Regulation 10 of the SEBI (Substantial Acquisition of Shares and Takeover) Regulation 2011, provides
that certain acquisition shall be exempt from the obligation to make an open offer under Regulation 3 and
Regulation 4.

The exemption include acquisition in the ordinary course of business by invocation of pledge by Scheduled
Commercial Banks or Public Financia Institution as a pledge.

Thus, the acquisition of shares resulting from invocation of pledge by a public financial institution is
exempt from open offer obligation.

Comment on in the event of forfeiture of the amount lying in the escrow account, the acquirer shall
be paid one-third of the amount forfeited in terms of Regulation 17(10) of SEBI (Substantial
Acquisition of Sharesand Takeovers) Regulation, 2011.

Regulation 10 in the event of forfeiture of amount, the entire amount is distributed in the following

manner:

» Onethird of the amount of Target Company

» One third of the escrow account to the Investor Protection and Education Fund established under SEBI
(Investor Protection and Education Fund) Regulation, 2009;

» Residua onethird isto be distributed to the shareholders who have tendered their shares in the offer.

Comment on an offer in which the acquirer has stipulated a minimum level of acceptance is known
as ‘conditional offer’.

An offer in which the acquirer has stipulated a minimum level of acceptance is known as a ‘conditional
offer’.
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‘Minimum level of acceptance’ implies minimum number of shares which the acquirer desires under the
said conditional offer.

If the number of shares validly tendered in the conditional offer, are less than the minimum level of
acceptance stipulated by the acquirer, then the acquirer is not bound to accept any shares under the offer.

In case of conditional offer, the acquirer and PACs with him shall not acquire, during the offer period, any
shares in the target company except under the open offer and any underlying agreement for the sale of
shares of the target company pursuant to which the open offer is made Regulation 19.
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