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TAKE-OVER OF AN UNLISTED COMPANY BY ACQUIRING CONTROLLING INTEREST 
1. Meaning of "Takeover" 

Takeover implies acquisition of control of a company, which is already registered, through the 
purchase or exchange of shares. Takeover takes place usually by acquisition or purchase from the 
shareholders of a company their shares at a specified price to the extent of at least controlling interest in 
order to gain control of that company. 
2. Meaning of "Controlling interest" 

The concept of 'control' implies power or authority to manage or administrate; the power of directing 
or commanding; the power to manage, direct or command something. Controlling interest means an interest 
in a company that gives a person control of the management of the company. It is a situation where a 
person or an organization owns more than 50% in a company. In a legal sense over fifty per cent of the 
voting stock will control any corporation, and thus constitute a controlling interest. However, in a de facto 
sense, many corporations may be controlled by a much smaller percentage of voting stock if the rest of the 
stock is widely dispersed and not active in voting. 

It was held in the case of Nibro Ltd. v National Insurance Company Ltd. (1991) 70 Com Cas 388, 401 
that part time director is only one of a body of directors called the Board and alone has no power except, 



such as may be delegated to him by the Board or given to him by the Articles. Thus, individually, he may 
not he held as "promoter" but MD/WTD could be held as such as they could be in control of the company. 

In addition to the foregoing, here, one should not lose sight of particular kind directors who may be 
MD/WTD or part time. These are the persons who do not fall under the term "independent directors" as 
provided in Clause 49 of listing agreement. They are directors who apart from receiving directors' 
remuneration may have other material pecuniary relationship or transactions with the company, its 
management/its subsidiaries etc. Besides, they may also be holding substantial percentage of shares and 
control the company, directly or indirectly. These are the persons who could rightly fall under the definition 
as "promoter directors." 

For a shareholder to have a controlling interest in a company, he would normally need to own or 
control more than half the voting shares. However, in practice, a shareholder might control the company 
with considerably less than half the shares, if the shares that he does not own or control are held by a large 
number of people, who are scattered and do not constitute a single group and do not act in concert to vote at 
general meetings of a company. 

According to section 87(1)(A) of the Companies Act, voting right of a member (holding equity shares) 
on a poll shall be in proportion to his share of the paid-up equity share capital of the company. Broadly 
speaking, this is governed by the principle 'one share-one vote'. Therefore, in terms of voting power based 
on shareholding, controlling interest of 51% gives the acquirer a simple majority of votes whereas 
controlling interest of 75% or more of the equity capital gives the acquirer an absolute majority of votes to 
pass any special resolution. 

Controlling interest constitutes the holding of voting capital, i.e. equity capital. If in a company, there 
are no different classes of equity shares, the acquisition of requisite percentage of the total equity share 
capital would enable the acquirer to acquire the controlling interest. 
3. Pre-take-over due diligence 

The following steps should be taken as part of pre-take-over due diligence: 
(1) Inspection of articles and other documents 

The Articles of Association should be checked to ascertain as to whether the company has different 
classes of equity shares and what are their voting rights. The articles should be studied to ascertain the 
provisions relating to transfer of shares and their impact on the proposed acquisition of shares. If there are 
any other documents which have the potential impediments in free transferability of the shares which are 
proposed to be acquired and/or enjoying voting rights relating to such shares in future, such documents 
should also be checked, e.g. shareholders' agreement, share buy-back agreement, hypothecation/pledge 
agreement, non-disposal of shareholding undertaking/agreement, etc. 
(2) Inspection of company's files at Registrar's office 

The company's file at the office of the Registrar of Companies should be checked to ascertain the 
status of the documents filed/not filed. 
(3) Inspection of statutory registers of the company 

Various statutory registers required to be maintained by companies under the Companies Act should be 
checked to ascertain more information about the company, its directors and shareholders. 
(4) Plan for transfer of shares 

Preparing action plan for transfer of shares and its execution should be prepared. 
(5) Legal due diligence 

Comprehensive legal audit of the company by a team of experts should be chalked out, to ascertain 
pending legal actions, suits, by or against the company and liability in each, which may fall on the company 
and prosecutions, show-cause notices against the company and its directors/officers/shareholders. The legal 
due-diligence should include the following:— 
 (a) Search at the office of the sub registrar regarding land and buildings. 
 (b) No objection letter from bank/financial institutions. 
 (c) Change in the Board of directors appointment of new directors and resignation of earlier directors. 
 (d) Filing of forms and returns with Registrar of Companies and taking certified copies of the forms. 



(6) Income Tax aspects 
The following should be checked:— 

 (a) Statement of pending assessments and scrutiny of income tax returns by the auditors of transferee 
shareholders. 

 (b) Capital gains on transfer of shares. 
 (c) Carry forward of loss not allowed if there is change in beneficial ownership to the extent of not 

less than 51%. 
 (d) Section 79 of Income-tax Act, 1961 provides that, where a change in shareholding has taken place 

in a previous year in the case of a company, not being a company in which the public are 
substantially interested, (i.e., a private company) no loss incurred in any year prior to the previous 
year shall be carried forward and set off against the income of the previous year unless on the last 
day of the previous year the shares of the company carrying not less than fifty-one per cent of the 
voting power were beneficially held by persons who beneficially held shares of the company 
carrying not less than fifty-one per cent of the voting power on the last day of the year or years in 
which the loss was incurred. However, in spite of a change in the voting power which is more than 
51%, the benefit of carry forward and set off of loss would be available where the change in the 
voting power takes place in a previous year.— 

 (i) consequent upon the death of a shareholder; or 
 (ii) on account of transfer of shares by way of gift to any relative of the shareholder making such 

gift; or 
 (iii) in the case of an Indian company which is a subsidiary of a foreign company as a result of 

amalgamation or demerger of a foreign company subject to the condition that 51% 
shareholders of the amalgamating company or demerged foreign company continue to be the 
shareholders of the amalgamated or the resulting foreign company. 

(7) Financial aspects 
The following matters are relevant: 

 (a) Valuation of assets and liabilities; 
 (b) Fixing price for acquisition of shares; 
 (c) Financial out-flows; 
 (d) Capital gains (to the transferor of shares); 
 (e) Stamp duty on transfer of shares in question; 
 (f) Premium payable to State/Private Industrial Development Corporation/State Government; 
 (g) Legal expenses. 
(8) Verification of compliances of the Companies Act 

If the acquirer is an unlisted company, its articles of association must authorise the Board to invest in 
shares/securities of other companies. 

The Board of directors of the company must approve the investment by its resolution passed at a Board 
meeting (unless the Board has delegated its power and the person to whom the power is delegated is 
exercising it in respect of the investment in the shares of the company proposed to be taken over). 

If the acquiring company is a public company, the Board must also approve by unanimous resolution 
the investment in the shares of the company, which is being taken over under section 372A. 

If the proposed investment does not fall within the purview of the Board's power in terms of the limits 
stipulated in section 372A(1), the investment must be approved by the company by a special resolution 
passed at a general meeting. 

If the proposed investment is more than 50% of the share capital of the company, which is proposed to 
acquired, it will create the holding-subsidiary relationship between the two companies. Accordingly, the 
applicability of various provisions of the Companies Act will have to be examined. 
4. Documents relevant in the take-over of a company 

Normally, the following documents are required in relation to the takeover of a company:— 



 (a) Balance sheet as at the date of take over supported by an affidavit from all the directors. 
 (b) Agreement between transferor and transferee of shares. (See Appendix 1) 
 (c) Power of Attorney. (Appendix 2) 
 (d) Indemnity bond from outgoing directors. 
 (e) Change in the Power of Attorneys. 
 (f) Resolutions passed by the company which is being taken over for:— 
 — transfer of shares, (Appendix 3) 
 — appointment of new directors, 
 — acceptance of resignation of directors, and 
 — change in signatories. 
 (g) Execution of special power of attorney to be granted by transferor of shares if the shares are to be 

transferred after expiry of certain period. 
TAKEOVER OF A LISTED COMPANY 

The takeover of a listed company is regulated by the SEBI (Substantial Acquisition of Shares and 
Takeovers) Regulations, 1997 (hereinafter referred to as "SEBI Regulations") (Appendix 4). 
5. Meaning of "Takeover" 

The SEBI Regulations do not give the definition of 'takeover'. However, the definition of 'target 
company' indicates that takeover means acquisition of shares or voting rights or control, directly or 
indirectly, of a listed company. Regulations 10, 11 and 12 of the SEBI Regulations contain the provisions 
regarding takeover of a listed company. 

Thus, any of the following would amount lo takeover of a listed company and such acquisition would 
require compliance with the requirements of the SEBI Regulations:— 
 (a) acquisition of shares (which carry voting rights); or 
 (b) acquisition of voting rights (without acquiring the shares to which the voting rights relate); or 
 (c) acquisition of control of a listed company (without acquiring shares or the voting rights the shares 

to which the voting rights relate). 
According to clause (k) of regulation 3(1), acquisition of shares in companies whose shares are not 

listed on any stock exchange, is exempt from the requirements of regulations 10, 11 and 12 of the SEBI 
Regulations. However, according to the Explanation appended to it, the exemption under clause (k) shall 
not be applicable if, by virtue of acquisition or change of control of any unlisted company, whether in India 
or abroad, the acquirer acquires shares or voting rights or control over a listed company. 

Regulation 2(l)(k) of the SEBI Regulations defines 'shares' as shares in the share capital of a company 
carrying voting rights and includes any security which would entitle the holder (of the shares) to receive 
shares with voting rights. Thus, acquisition of convertible debentures or convertible preference shares or 
warrants which are convertible into equity shares carrying voting rights at a future point in time after the 
acquisition would also amount to takeover under the SEB1 Regulations. 
6. Acquirer 

The acquisition of shares, voting rights or control must be by an acquirer who under regulation 2(1)(b) 
include any person who directly or indirectly acquires or agrees to acquire shares or voting rights in the 
target company, or acquires or agrees to acquire control over the target company, either by himself or with 
any person acting in concert with the acquirer. 
7. Person acting in concert 

According to regulation 2(l)(e) persons will be treated as "persons acting in concert", if such 
persons:— 
 (a) act for the common objective or purpose of substantial acquisition of shares or voting rights or 

gaining control over the target company; 
 (b) act pursuant to an agreement or understanding (formal or informal); 
 (c) directly or indirectly co-operate by acquiring or agreeing to acquire shares or voting rights in the 

target company or control over the target company. 



Following persons will be deemed to be persons acting in concert with other persons in the same 
category, unless the contrary is established:— 
 (i) a company, its holding company, or subsidiary of such company or company under the same 

management either individually or together with each other; 
 (ii) a company with any of its directors, or any person entrusted with the management of the funds of 

the company; 
 (iii) directors of companies referred to in sub-clause (i) of clause (2) and their associates; 
 (iv) mutual fund with sponsor or trustee or asset management company; 
 (v) foreign institutional investors with sub account(s); 
 (vi) merchant bankers with their client(s) as acquirer; 
 (vii) portfolio managers with their client(s) as acquirer; 
 (viii) venture capital funds with sponsors; 
 (ix) banks with financial advisers, stock brokers of the acquirer, or any company which is a holding 

company, subsidiary or relative of the acquirer. 
Sub-clause (ix) shall not apply to a bank whose sole relationship with the acquirer or with any 

company, which is a holding company or a subsidiary of the acquirer or with a relative of the acquirer, is 
by way of providing normal commercial banking services or such activities in connection with the offer 
such as confirming availability of funds, handling acceptances and other registration work:— 
 (i) any investment company with any person who has an interest as director, fund manager, trustee, or 

as a shareholder having not less than 2% of the paid-up capital of that company or with any other 
investment company in which such person or his associate holds not less than 2% of the paid up 
capital of the latter company. 

For the purposes of this clause 'associate' means:— 
 (a) any relative of that person within the meaning of section 6 of the Companies Act, 1956; and 
 (b) family trusts and Hindu Undivided Families. 
8. Meaning of Promoter 

According to regulation 2(l)(h) of SEBI (Substantial Acquisition of Shares and Takeovers) 
Regulations, 1997 as amended vide Notification issued on dt. 26.05.2006, Promoter means: 
 (a) any person who is in control of the target company; 
 (b) any person named as promoter in any offer document of the target company or any shareholding 

pattern filed by the target company with the stock exchanges pursuant to the Listing Agreement, 
whichever is later; 

and includes any person belonging to the promoter group. 
Provided that a director or officer of the target company or any other person shall not be a promoter, if 

he is acting as such merely in his professional capacity. 
9. Meaning of Promoter Group 

'Promoter group' as inserted vide the SEBI (Substantial Acquisition of Shares and Takeovers) 
Regulations, 1997 amended vide notification issued on dt. 26.05.2006 means: 
 (a) in case promoter is a body corporate - 
 (i) a subsidiary or holding company of that body corporate; 
 (ii) any company in which the promoter holds 10% or more of the equity capital or which holds 

10% or more of the equity capital of the promoter; 
 (iii) any company in which a group of individuals or companies or combinations thereof who 

holds 20% or more of the equity capital in that company also holds 20% or more of the equity 
capital of the target company; and 

 (b) in case the promoter is an individual - 
 (i) the spouse of that person, or any parent, brother, sister or child of that person or of his spouse; 
 (ii) any company in which 10% or more of the share capital is held by the promoter or an 

immediate relative of the promoter or a firm or HUF in which the promoter or any one or 



more of his immediate relative is a member; 
 (iii) any company in which a company specified in (ii) above, holds 10% or more, of the share 

capital; and 
 (iv) any HUF or firm in which the aggregate share of the promoter and his immediate relatives is 

equal to or more than 10% of the total. 
Explanation II.—Financial Institutions, Scheduled Banks, Foreign Institutional Investors (FIIs) and 

Mutual Funds shall not be deemed to be a promoter or promoter group merely by virtue of their 
shareholding. 

Provided that the Financial Institutions, Scheduled Banks and Foreign Institutional Investors (FIIs) 
shall be treated as promoters or promoter group for the subsidiaries or companies promoted by them or 
mutual funds sponsored by them. 

Thus, if the promoter is an individual, his or her step children would be deemed to be promoter group. 
The limit for bringing a company into the promoter group has been scaled down to 10%. A company in 
which a company in which the promoter, his immediate relatives, etc. hold 10% or more shares, holds 10% 
or more shares would also be deemed to be in the promoter group. In case the promoter is a body corporate, 
the limit on holdings in shares for purposes of bringing those companies into the promoter fold has been 
brought down to 10%. The holdings for constituting companies under the same management for the 
purposes of bringing them into the promoter group fold has been fixed at 20%. 
10. Exempted acquisition of shares or voting rights 

The provisions of regulations 10, 11 and 12 of the SEBI Regulations, are not applicable in case of 
acquisition of shares in the cases enumerated in clauses (a) to (l) of regulation 3. Clause (a) to (k) 
exemptions are absolute, in the sense that they do not require approval or confirmation of SEBI to avail of 
these exemptions, nor are they referred to the Takeover Panel constituted under regulation 4. Moreover, the 
benefit of these exemptions would be available regardless of the percentage of shareholding sought to be 
acquired by the acquirer. 

Clause (l) gives general exemption, which requires approval of SEBI. These cases are referred to the 
Takeover Panel for opinion on the basis of which SEBI may grant exemption from the provisions of 
Chapter III of the SEBI Regulations. 
10.1 Brief explanation of regulation 3 exempted clauses 
Clause (a) 

Acquisition of shares through allotment in pursuance of a public issue to any extent is an exempted 
acquisition. But if the allotment has been made as a firm allotment (say according to the reserved quota) 
such allotment will qualify as exempted acquisition only if the prospectus issued had contained the 
disclosures mentioned in the proviso. 
Clause (b) 

Acquisition of shares through allotment in pursuant to an application made by the shareholder for 
rights issue is exempt to the extent of his entitlement and upto 5% of the total share capital carrying voting 
right. 

However, the limit of 5% will not apply to the acquisition by any person presently in control of the 
company and who has in the rights letter of offer made disclosures that they intend to acquire additional 
shares beyond their entitlement if the issue is under subscribed. 

This exemption shall not be available in case the acquisition of securities results in the change of 
control of management. 
Clause (d) 

This exemption would be available if allotment is made to the underwriters pursuant to any 
underwriting agreement. 
Clause (e) 

This exemption is available on interse transfer of shares amongst:— 
 (i) group coming within the definition of group as defined in the Monopolies and Restrictive Trade 



Practices Act, 1969 (54 of 1969) where persons constituting such group have been shown as group 
in the last published Annual Report of the target company; 

 (ii) relatives within the meaning of section 6 of the Companies Act, 1956; 
 (a) Indian promoters and foreign collaborators who are shareholders; 
 (b) Promoters. 
  Provided that the transferor(s) as well as the transferee(s) have been holding shares in the target 

company for a period of at least three years prior to the proposed acquisition; 
 (iii) the acquirer and persons acting in concert with him, where such transfer of shares takes place three 

years after the date of closure of the public offer made by them under these Regulations. 
However, the exemption under sub-clauses (iii) and (iv) shall not be available if inter se transfer of 

shares is at a price exceeding 25% of the price as determined in terms of sub-regulations (4) and (5) of 
regulation 20; 

The benefit of availing exemption under this clause, from applicability of the Regulations for 
increasing shareholding or inter se transfer of shareholding shall be subject to such transferor(s) and 
transferee(s) having complied with regulation 6, 7 and 8. 
Clause (f) 

This exemption will be available if the shares are acquired in the ordinary course of business by:— 
 (i) a registered stock-broker of a stock exchange on behalf of clients; 
 (ii) a registered market maker of a stock exchange in respect of shares for which he is the market 

maker, during the course of market making; 
 (iii) by Public Financial Institutions on their own account; 
 (iv) by banks and public financial institutions as pledgees; 
 (v) the International Finance Corporation, Asian Development Bank, International Bank for 

Reconstruction and Development, Commonwealth Development Corporation and such other 
international financial institutions; 

 (vi) a merchant banker or a promoter of the target company pursuant to a scheme of safety net under 
the provisions of the Securities and Exchange Board of India (Disclosure and Investor Protection) 
Guidelines, 2000 in excess of limit specified in sub-regulation (1) of regulation 11; 

Clause (ff) 
Acquisition of shares by any person in exchange of shares received under a public offer made under 

these Regulations will also be exempted. 
Clause (g) 

Acquisition of shares by any person by way of transmission on succession or inheritance. 
Clause (h) 

This exemption will also be available to acquisition of shares by any Government company or 
statutory corporations. However, exemption shall not be applicable if a Government company acquires 
shares or voting rights or control of a listed Public Sector Undertaking through the competitive bidding 
process of the Central Government or the State Government as the case may be for the purpose of 
disinvestments. 
Clause (i) 

Transfer of shares from state level financial institutions, including their subsidiaries, to co-promoter(s) 
of the company or their successors or assignee(s) or an acquirer who has substituted an erstwhile promoter 
pursuant to an agreement between such financial institution and such co-promoter(s) will also be exempted. 
Clause (ia) 

This exemption is available on transfer of shares from venture capital funds or foreign venture capital 
investors registered with the Board to promoters of a venture capital undertaking or venture capital 
undertaking pursuant to an agreement between such venture capital fund or foreign venture capital 
investors with such promoters or venture capital undertaking. 
Clause (j) 



This exemption will be available in the case of acquisition of shares by the shareholder of the 
transferor company to the transferee company in a scheme of arrangement or reconstruction including 
amalgamation or merger or demerger under any law or regulation, Indian or foreign or a scheme framed 
under section 18 of the Sick Industrial Companies (Special Provisions) Act, 1985. 
Clause (ja) 

This exemption will also be available to the secured creditors who have control of management of the 
borrower target company or where they restore management to the target company in terms of the 
Securitization and Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002. 
Clause (k) 

Acquisition of shares in companies whose shares are not listed on any stock exchange will also be 
exempted. 

However, exemption shall not be applicable if by virtue of acquisition or change of control of any 
unlisted company, whether in India or abroad, the acquirer acquires shares or voting rights or control over a 
listed company. 
Clause (ka) 

Acquisition of shares in terms of guidelines or regulations regarding delisting of securities specified or 
framed by the Board. 

However, it has been specified in clause 11(2A) that an acquirer, who seeks to acquire any shares or 
voting rights whereby the public shareholding in the target company may be reduced to a level below the 
limit specified in the Listing Agreement with the stock exchange for the purpose of listing on continuous 
basis, may acquire such shares or voting rights, only in accordance with the of guidelines or regulations 
regarding delisting of securities specified by the Board: 

Provided that, the provisions of this sub-regulation shall not apply in case of acquisition by virtue of 
global arrangement which may result in indirect acquisition of shares or voting rights or control of the 
target company 
Clause (l) 

SEBI has the discretionary power to grant exemption subject to the procedure under regulation 4. 
10.2 Shares transferred by the Venture Capital Fund is not entitled for exemption u/r (3)(1)(k)  

 SEBI vide circular dated December 11, 2006 has clarified that the transfer of shares referred to in 
regulation 3(1)(ia) is a transfer of the shares of an unlisted venture capital undertaking held by a VCF or 
FVCI, which subsequently got listed, in favour of the promoter of the Venture Capital Undertaking 
pursuant to an agreement between them. Any transfer by a VCF or FVCI to a promoter of a venture capital 
undertaking of shares of some other listed company will not be entitled to exemption under regulation 
3(1)(ia). This exemption is also not intended to cover transfer of shares of an unlisted venture capital 
undertaking by a VCF or FVCI to its promoters, as it is anyway exempted under regulation 3(1)(k).
 
11. Take-Over Panel 

If an acquirer is of the view that his acquisitions other than the exempted acquisition mentioned above 
do not come under the provisions of the Takeover Regulations as per regulation 3(1), he may make an 
application to the Takeover Panel constituted under regulation 4, supported by a duly sworn affidavit. The 
application will be accompanied by a fee of Rs. 25,000 by a banker's cheque or draft drawn in favour of 
Securities and Exchange Board of India, Mumbai and submitted to SEBI House, Bandra Kurla Complex, 
Mumbai. 
11.1 Case laws on exemption under clause 3 of Takeover Regulations recommended by Takeover Panel 
 (a) In the case of application for acquiring of shares of Pasupati Acrylon Limited by Prabhat Capital 

Services Ltd. made to Takeover Panel in terms of sub-regulation (4) of regulation 4 of the 
Takeover Regulations it was ordered vide Order No. WTMO/59/CFD/12/2005 that the target 
company appears a Sick Industrial Unit as per the provisions of the Sick Industrial Companies 
(Special Provisions) Act, 1985 and rehabilitation by way of Corporate Debt Restructuring is and 



conditionally approved by the CDR Cell and the equity shares on preferential basis are proposed 
to be allotted in pursuance of Corporate Debt Restructuring Scheme. Subject to verification of 
applicants statement that the promoters control PACs, in view of CDR Cell's approval, grant of 
exemption as sought is recommended though present holding of promoters along with PACs 
exceed 55%. 

 (b) In the case of Hindustan Copper case, the target company was applying to seek exemption from 
applicability of regulation 10 and 11(2) of SEBI (Substantial Acquisition of Shares and 
Takeovers) Regulations, 1997 which are being triggered due to the further issue of 36,53,40,000 
equity shares or Rs. 10 each in the name of the President of India against the budgetary support of 
Rs. 365.34 crore already received by the target company. 

  The aforesaid application was forwarded by SEBI to the Takeover Panel in terms of sub-regulation 
(4) of regulation 4 of the said Regulations. The Takeover Panel recommended for exemption as 
sought by the acquirers with an observation that it appears that the acquirer is already holding 
98.95% of the paid up equity capital of the target company and invested large amounts with the 
target company over a period of time which is lying with the target company and intended to be 
converted into equity shares by further issue of equity shares to the Acquirer. Moreover, the 
acquirer appears to have helped the target Company by giving grant-in-aid. [Order No.MO/96/ 
CFD/10/04] 

 (c) The Acquirer filed an application with the SEBI under sub-regulation (2) of regulation 4 of SEBI 
(Substantial Acquisition of Shares and Takeovers) Regulations, 1997 seeking exemption from 
making a public offer under regulation 10 of the said regulations, in respect of the proposed 
acquisition of 9,62,996 equity shares of the target company. 

  In the application, interalia the following grounds were mentioned for seeking the exemption: 
 (a) the acquirer was established for promoting welfare activities for the benefit of employees of 

the target company and does not have commercial objectives and activities. 
 (b) the acquirer does not intend to: 
 (i) trade in the shares of the target company in the open market or otherwise, for commercial 

purpose. 
 (ii) to acquire the management control of the target company. 
 (iii) to nominate/sponsor any person for the directorship of the target company. 
 (c) the target company has recently demerged its cement business in order to remain focused in 

its various engineering business. This gives an opportunity to organise the corporate structure 
of the remaining business of the target company in such a manner that its strategic role is well 
protected while preserving the special character of ownership and the professional 
management model. 

 (d) the acquirer together with the FIs, will always act in the interest of all the stakeholders of the 
target company and enable the target company to continue to contribute to the nationally 
critical and strategic sectors for the Government. 

  The Takeover Panel recommended grant of exemption as sought by the acquirer, with the 
observation that perusing the facts stated in the application and considering the object of 
acquisition of the shares by a private trust of the employees of the target company, the grant of 
exemption as sought is recommended. [SEBI vides its Order No. MO/67/CFD/08/04 in the case of 
Larsen & Toubro Ltd. v SEBI]. 

 (d) In the case of ORG Informatics Ltd. v SEBI, it was recommended by Takeover Panel that it 
appears that the financial position of the target company is weak and it is not in a position to repay 
the loan amount to the acquirer. In addition to the amount of loan payable to the acquirer, the 
target company owes around Rs. 6,06,67,000 to the Bankers of the Company also against the 
hypothecation of current assets. 

The conversion of loan alongwith interest payable to the acquirer into equity would not result into 
change in control or management of the target company. In the facts and circumstances, grant of exemption 



as sought would be in the interest of the shareholders, employees, and creditors of the target company since 
the objective appears to revive the potential sick company by additional capitalization by converting the 
loan of the Acquirer. Subject to the target company passing requisite resolution as per section 81(1A) of the 
Companies Act, 1956 and complying with all procedural formalities in connection therewith, the grant of 
exemption was recommended. [Order No. WTMO/2/CFD/4/04 dt. 7th April, 2004] 

DISCLOSURES REQUIRED REGARDING ACQUISITION OF SHARES 
12. Initial disclosures [Regulation 7] 
12.1 Disclosure regarding acquisition of 5% and more shares of a company by acquirer 

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 more than 5% or 10% or 14% shares or voting rights in a 
company, in any manner whatsoever, shall disclose at every stage the aggregate of his shareholding or 
voting rights in that company to the company and to the stock exchanges where shares of the target 
company are listed. (Appendix 5) 

Any acquirer who has acquired shares or voting rights of a company under sub-regulation (1) of 
regulation 11 shall disclose purchase or sale aggregating 2% or more of the share capital of the target 
company to the target company, and the stock exchanges where shares of the target company are listed 
within 2 days of such purchase or sale alongwith the aggregate shareholding after such acquisition or sale. 
(Appendix 6 & 7) 
12.2 Time limit within which disclosure shall be made 

The disclosures in both the conditions shall be made within two days of the receipt of intimation of 
allotment of shares; or the acquisition of shares or voting rights, as the case may be. 
12.3 Disclosure by the company to the stock exchange(s) 

Every company in which shares or voting rights are acquired within the limit given above shall 
disclose to all the stock exchanges on which the shares of the company are listed the aggregate number of 
shares held by each of such persons referred above within seven days of receipt of information from the 
acquirer. 
12.4 Non-receipt of intimation of acquisition of shares beyond 5% by the company 

In the case of Bombay Dyeing & Manufacturing Co. Ltd [C.P. No.46/111A/2000 dt.4.07.2001], the 
petitioner company has sought for rectification of the Register of members of M/s Bombay Dyeing & 
Manufacturing Company Limited by deleting the names of respondents in respect of the shares impugned 
in the petition on the ground that these respondents had failed to comply with Regulation 7 of SEBI 
(Substantial Acquisition of Shares & Take Over) Regulations 1997. 

As per regulation 7 of the Take Over Code, the respondents, having acquired the shares in concert, 
should have informed the company about their acquisition beyond 5% within 4 (now 2) days of such 
acquisition. However, they had not informed the company. Therefore, the same was reported to the SEBI 
seeking for investigation into the said acquisition. Since the respondents had not disclosed their acquisition 
beyond 5% shares in the company, in terms of section 111A(3) of the Act, the Register of members should 
be rectified by deleting their names from the Register in respect of all the shares acquired by them. 

Section 111A(3) entitles a company to move to the Company Law Board (now Tribunal) to seek 
rectification of the Register of Members in case of transfer of shares is in violation of any Regulation made 
by the SEBI. In the present case, since the respondents had not disclosed their aggregate holding beyond 
5% within 4 (now 2) days, the company has filed this petition in terms of section 111A(3) of the Act. 

The respondents contended that they had informed the company by a letter allegedly sent under 
certificate of posting about their acquisition beyond 5%. However, the company never received the said 
letter. The Court held that the certificate of posting relied on by the respondents has no evidential value. 
Further, they have not adduced any independent evidence through the postal authorities. It has been held 
that even in case of the return of a registered post as "refused", if the addressee makes a statement on oath 
that the said letter was not tendered for delivery, then the presumption that the letter was tendered stands 
rebutted, unless the concerned postman is summoned and he states that the letter was tendered (Meghji 
Kanji Patel v Kundanmal Chanmanlas Mehtani AIR 1968 Bom 387). In the present case, the petitioner has 



averred on oath that it has not received the alleged letter. Further, such an important communication could 
have never been sent by UPC. 

In Subash Chandra Verma v State of Bihar 1995 Supp (1) SCC 325, the Supreme Court has observed 
that when some important communication is sent, the best way is to either lodge the same personally or 
send it by registered post and not by UPC. 

In Gadakh Yashwantrao v EV Alias Balasheb Vikhe 1994 1 SCC 682, the Supreme Court has observed 
that when the receipt of a letter sent by UPC is denied by the addressee, the likelihood of its dispatch by the 
sender is extremely doubtful since it was not sent by registered post and a certificate of posting being easy 
to obtain is not reliable. 

In Shiv Kumar v State of Haryana 1994 4 SCC 445 also the Apex Court has observed that it is not safe 
to decide a controversy at hand on the basis of the certificate of posting as it is not difficult to get such 
postal seals at any time. Further, in LMS Ummu Saleema v BB Gujral AIR 1981 SC 1191, the Apex Court 
has pointed out "The certificate of posting might lead to a presumption that a letter addressed to the Asst. 
Collector of Customs was posted on 14.8.1980 and in due course reached the addressee. But that is only a 
permissible and not an inevitable presumption. Neither section 16 nor section 114 of the Evidence Act 
compel a court to draw a presumption. On the facts and circumstances of a case the court may refuse to 
draw the presumption." It has been held by courts in many other cases also that in case of UPCs, the receipt 
of, which is denied by the addressee, and then the onus to prove that the letter was posted and received by 
the addressee rests on the sender. 

In the present case, even though affidavits from two employees of the respondent have been filed 
stating that the said letter was posted, yet, in the absence of any corroborative documentary evidence like 
the Dispatch Register, Postage Account etc., no cognizance of the affidavits should be taken as held in Shoe 
Specialities Pvt. Ltd. v Stridewell Leathers Pvt Ltd 82 CC 836. 

Further, since Regulation 7 prescribes disclosure to the company within 4 (now 2) days of acquisition, 
mere posting of the letter is not sufficient and it should have been received by the company within 4 (now 
2) days. It has been held in Ramanna v T. Jayaprakash [92 CC 517] and K. Narasimhiah v HC Singri 
Gowda [AIR 1996 SC 330] that "Giving" of anything as ordinarily understood in the English language is 
not complete unless it has reached the hands of the person to whom it is to be given. Thus as soon as the 
person with the legal duty to give the notice dispatches the notice to the address of the person to whom it 
has to be given, the giving is not complete." 

 Therefore, in the present case, even assuming that the letter was posted, the same was not received by 
the company and as such the disclosure is not complete. 

Accordingly, it should be held that the respondents had failed to comply with the provisions of 
Regulation 7 of the Code and therefore their acquisitions of shares is illegal, null and void and therefore the 
names of the respondents in respect of all the shares acquired by them should be deleted from the Register 
of Members. Disclosure of acquisition in terms of regulation 7 is in public interest and when one defaults 
then the entire acquisition has to be declared as invalid. 

In the judgement dt.31.08.2004 in Reliance Industries Ltd. v SEBI the Tribunal held that if breach was 
out of a bonafide belief that since the acquirer had brought down the threshold limit below 5% 
subsequently and h was under the impression that he need not inform the target company, then a lenient 
view should be taken. 
12.5 Omission to disclose cannot make either the acquisition or the registration of transfer as void or 
illegal 

The shares of a public company are freely transferable in terms of section 111A of the Act. Section 
111A(3) of the Act deals with only transfer of shares and not acquisition. Even Regulation 7 of the Code 
does not prohibit acquisition and it only requires disclosure unlike Regulations 10 and 11, which prohibit 
acquisition without complying with the provisions of these Regulations. Therefore, omission to disclose 
cannot make either the acquisition or the registration of transfer as void or illegal. Further, Regulation 7 
requires intimation only by an acquirer. Since the term "acquirer" has been used in singular, persons acting 
in concert do not have to disclose acquisition of shares. This is in contrast to the provisions of Regulation 



10, which specifically includes acquirer and those acting in concert with him. Even Regulation 2(b) does 
not indicate that an acquirer includes those acting in concert. A perusal of the format prescribed by the 
SEBI for disclosure in terms of Regulation 7 also talks of an acquirer and not those acting in concert while 
other formats specifically mention an acquirer and also those acting in concert. Therefore, the question of 
acting in concert would arise only when the acquisition exceeds 15% or common interest to acquire 
substantial shares in the company. 

As per section 31 of the Depository Act, a depository is to furnish information to the company at such 
intervals as may be specified by the byelaws. Accordingly, the NSDL, which is the depository of the 
company, has framed the byelaws with the approval of the SEBI. As per by-laws 8.5.6, the NSDL is to 
furnish the details of the shareholders to the company or its registrar every fortnight. None of the SEBI 
(Depositories and Participants) Regulations support that the company would have to have knowledge of the 
shares held in the depository on daily basis. No company would be in a position to know that persons are 
acting in concert in acquiring shares of a company unless and until such persons disclose their acting in 
concert to the company. It is more so in case of shares in the depository. 

12.6 Takeover Regulation 7(1) is not applicable for shares acquired by way of security 

     Shares acquired by way of security for advances given to the clients cannot be termed as acquisition 
within the meaning of the Regulations and there is no violation of Regulation 7(1). [Milan Mahendra 
Securities Pvt. Ltd. vs. SEBI Appeal No. 66 of 2003 decided on 15.11.2006] 
13. Continual disclosures [Regulation 8] 
13.1 Disclosure by acquirer to the company 

Every person who holds more than 15% shares or voting rights in any company, shall, within 21 days 
from the financial year ending March 31, make yearly disclosures to the company, in respect of his 
holdings as on 31st March. 

A promoter or every person having control over a company shall, within 21 days from the financial 
year ending March 31, as well as the record date of the company for the purposes of declaration of 
dividend, disclose the number and percentage of shares or voting rights held by him and by persons acting 
in concert with him, in that company to the company. (Appendix 8) 
13.2 Disclosure by the company to the stock exchange(s) 

Every company whose shares are listed on a stock exchange, shall within 30 days from the financial 
year ending March 31, as well as the record date of the company for the purposes of declaration of 
dividend, make yearly disclosures to all the stock exchanges on which the shares of the company are listed, 
the changes, if any, in respect of the holdings of the persons who have made above disclosures and also 
holdings of promoters or person(s) having control over the company as on 31st March. (Appendix 9) 
14. Register of disclosures to be maintained by company 

Every company whose shares are listed on a stock exchange shall maintain a register in the specified 
format to record the information of disclosures received by it under regulation 7 and regulation 8. 
(Appendix 10) 
15. Power to call for information [Regulation 9] 

The stock exchanges and the company shall furnish to the Board information with regard to the 
disclosures made under regulation 7 and regulation 8 as and when required by the Board. 
16. Acquisition of 15% or more of the shares or voting rights of any company [Regulation 10] 

Regulation 10 make it clear that no acquirer shall acquire shares or voting rights which (taken together 
with shares or voting rights, if any, held by him or by persons acting in concert with him), entitle such 
acquirer to exercise fifteen percent or more of the voting rights in a company, unless such acquirer makes a 
public announcement to acquire shares of such company in accordance with the Regulations. [Refer 
Chapter III of Takeover Regulations given in Appendix 4 for details] 

The word 'unless' on which a great stress is laid, only mandates that as and when the Regulations get 
triggered or become applicable, the acquirer has to make a public announcement to acquire shares of the 
target company in accordance with the Regulations. It does not mean that public offer has to be made 



before the acquisition. The regulation only imposes an obligation on the acquirer to make a public 
announcement if he/it acquires the requisite percentage of shares. The word 'unless' may have different 
connotations and having regard to the context in which it is used in Regulation 10, it makes the acquisition 
conditional upon a public announcement being made and it does not mean that the public announcement 
has to be made before the acquisition. [Hardy Oil (P) Ltd. v SEBI (2006) 68 SCL 287 (SAT) decided on 
08.03.2006] 
17. Consolidation of holdings [Regulation 11] 
17.1 Exemption from making public announcement 

Any acquirer who, together with persons acting in concert with him, has already acquired 15% or more 
but less than 55% of the shares or voting rights in a company, can further acquire up to 5% of the voting 
rights, in any financial year ending on 31st March, without making any public announcement. 

However any acquisition by such acquirer beyond 5% in any financial year can only be made through 
public announcement in accordance with the Regulations to acquire the shares. 
17.2 Compulsorily making public announcement 

An acquirer, who together with persons acting in concert with him has acquired, in accordance with the 
provisions of law, fifty five per cent (55%) or more but less than seventy five per cent (75%) of the shares 
or voting rights in a target company, may acquire either by himself or through persons acting in concert 
with him any additional share or voting right, only if he makes a public announcement to acquire shares or 
voting rights in accordance with these regulations. 

Provided that no acquirer shall acquire shares or voting rights, through market purchases and 
preferential allotment pursuant to a resolution passed under section 81 of the Companies Act, 1956 or any 
other applicable law, which (taken together with shares or voting rights, if any, held by him or by persons 
acting in concert with him), entitle such acquirer to exercise more than fifty five per cent of the voting 
rights in the company. 

Provided further that if the acquirer has acquired shares or voting rights through such market purchases 
or preferential allotment beyond fifty five per cent of the voting rights in the company, he shall forthwith 
disinvest the shares acquired in excess of fifty five per cent and shall be liable for action under these 
Regulations and the Act. 

In case of acquisition through preferential allotment the limit of 55% voting rights shall be reckoned 
with reference to the increased share capital pursuant to such preferential allotment. 
18. Grant of exemption for proposed acquisition of shares 

An Order was passed by SEBI on 14th June, 2006, granting exemption to the acquirer, Electro 
Investments Pvt. Ltd., from complying with the provisions of Regulation 11 of SEBI (Substantial 
Acquisition of Shares and Takeover) Regulations, 1997 with regard to the proposed preferential allotment 
of 170 Lacs equity shares of BPL Ltd. (target company). 

The acquirer is belonging to the promoter group and pursuant to the proposed acquisition its holding 
would increase from 8.24% to 46.72% and that of the promoter group would increase from 59.09% to 
74.66% of the enhanced equity voting capital of the target company. 

The target company has confirmed to SEBI that the public shareholding at the level of 25% of the 
enhanced paid up share capital of the target company would be maintained. It has further conformed that it 
has complied with the Guidelines for Preferential Allotment including pricing as prescribed under Chapter 
XIII of the SEBI (Disclosure and Investor Protection) Guidelines, 2000. 

The proposed preferential allotment is pursuant to the Scheme approved by Corporate Debt 
Restructuring mechanism for restructuring the debts of the target company. There would not be any change 
in control in the target company pursuant to the proposed allotment. 

The application seeking exemption was forwarded by SEBI to the Takeover Panel. The Panel 
recommended for exemption to the acquirer from making an open offer. 
19. Meaning of "Acquisition" 

Acquisition under regulation 10 and regulation 11, shall mean and include:— 
 (a) direct acquisition in a listed company; or 



 (b) indirect acquisition by virtue of acquisition of companies, whether listed or unlisted, whether in 
India or abroad. 

20. Acquisition of control over a company shall be made only through public announcement 
[Regulation 12] 

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 shares in accordance with the Regulations. 
21.1 Exception to the acquisition of control 

Any change in control which takes place in pursuance to a special resolution passed by the 
shareholders in a general meeting is an exception to the Regulation 12. 

TAKE-OVER OF A COMPANY U/S 395 OF COMPANIES ACT 
22. Take-over by acquisition of entire shares 

Section 395 of the Companies Act provides a mode for the takeover of a scheme or contract for 
takeover through transfer of shares. Two companies may enter into a contract to carry out a scheme for 
takeover of one by the other through acquisition of all shares of former company. This mode of acquisition 
or gaining control of a company through the purchase or exchange of shares does not require compliance 
with the provisions of sections 391 to 394, if the provisions of section 395 are complied with. 

Section 395 of the Companies Act provides a framework to carry out such a scheme. In this scheme 
the company whose shares are to be transferred is called 'the transferor company' and the company which is 
acquire the shares is called 'the transferee company'. 

Upon the acquisition of shares of the transferor company by the transferee company by transfer, the 
business and/or undertaking of the transferor company would become the business and/or undertaking of 
the transferee company leading to liquidation of the transferor company thus resulting into takeover or 
amalgamation of the two companies. 
22.1 Offer for acquisition of shares 

The scheme would provide for acquisition by the transferee company of shares of the transferor 
company from its shareholders at a price stipulated in the scheme. 

An offer for acquisition of the shares would be given by the transferee company by a letter of offer 
enclosing to it a copy of the scheme. The letter would seek approval of the shareholders to the scheme and 
offer to buy the shares. 

An offer would be given in Form 35A prescribed under the Companies (Central Government's) 
General Rules & Forms, 1956. While drafting the offer letter, the following requirements prescribed under 
section 395(4A) should be complied with:— 
 (i) every such offer or every circular containing such offer or every recommendation to the members 

of the transferor company by its directors to accept such offer shall be accompanied by such 
information as may be prescribed; 

 (ii) every such offer shall contain a statement by or on behalf of the transferee company, disclosing 
the steps it has taken to ensure that necessary cash will be available; 

 (iii) every circular containing or recommending acceptance of, such offer shall be presented to the 
Registrar for registration and no such circular shall be issued until it is so registered; 

 (iv) the Registrar may refuse to register any such circular which does not contain the information 
required to be given under sub-clause (i) or which sets out such information in a manner likely to 
give a false impression; and 

 (v) an appeal shall lie to the Court/Tribunal against an order of the Registrar refusing to register any 
such circular. 

The offer should be open for 4 months within which the shareholders may approve the scheme. 
22.2 Approval of Scheme by holders of at least 90% value of the shares and notice offering to acquire of 
minority shareholders' shares 

If the scheme has been approved by the holders of not less than nine-tenths (90%) in value of the 



shares of the transferor company whose transfer is involved, the transferee company may give notice to 
dissenting shareholders, that it desires to acquire their shares. 

This notice in Form 35 must be given within two months after the expiry of the four months mentioned 
above. 

In computing the 90% shareholding of the transferor company, the shares already held by the 
following in the transferor company at the date of the offer shall be excluded:— 
 (a) the transferee company; 
 (b) a nominee of the transferee company; 
 (c) a subsidiary of the transferee company. 
22.3 Scheme to be binding on dissenting shareholders 

The scheme shall be binding on all shareholders of the transferor company including dissenting 
shareholders, unless the Court/Tribunal orders otherwise. Accordingly, the transferor company shall be 
entitled and bound to acquire those shares on the terms on which the shares are being transferred under the 
scheme. 
22.4 Dissenting shareholders 

Dissenting shareholder u/s 395(5)(a) 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. 
22.5 Conditions to be complied with if existing holding exceeds 10% of the value of shares 

If the transferee company already holds in the transferor company more than 10% of the value of 
shares of the same class as the shares which are proposed to be acquired by the transferee company, the 
binding provision of section 395 as aforesaid shall apply only if the following conditions are fulfilled:— 
 (a) the transferee company offers the same terms to all holders of the shares of that class (other than 

those already held as aforesaid) whose transfer is involved; and 
 (b) the holders who approve the scheme or contract, besides holding not less than nine-tenths in value 

of the shares (other than those already held as aforesaid) whose transfer is involved, are not less 
than three-fourths in number of the holders of those shares. 

22.6 Dissenting shareholder right to apply to Court/Tribunal 
Any dissenting shareholder may apply to the Court/Tribunal to seek an order to the effect that the 

scheme shall not be binding on him despite that it has been accepted by the 90% shareholders. 
An application for an order mentioned above should be made by the dissenting shareholder within one 

month from the date on which the notice was given. 
On such application the Court/Tribunal may pass an order:— 

 (a) as sought by the dissenting shareholders to the effect that the scheme shall not be binding on them; 
or 

 (b) that the scheme shall be binding on all shareholders. 
22.7 Registration of transfer of shares 

If the transferee company has given a notice, as stated above, to the dissenting shareholders offering to 
buy their shares, there may occur any of the following three events:— 
 (a) the dissenting shareholder has not applied to the Court/Tribunal within the stipulated time limit of 

one month; or 
 (b) the application, though made within the stipulated time limit of one month, has been dismissed by 

the Court/Tribunal; 

 (c) the application has been upheld by the Court/Tribunal and hence an order has been passed. 

On the happening of either of the first two events, the transferee company must send to the transferor 
company:— 

 (a) a copy of the notice referred above; 



 (b) an instrument of transfer executed on behalf of the shareholder by any person appointed by the 
transferee company and on its own behalf by the transferee company; and 

 (c) payment for the amount or other consideration representing the price payable by the transferee 
company for the shares which transferee company is entitled to acquire. 

The transferee company shall likewise send to the transferor company after application has been 
disposed of by the Court/Tribunal, if the application was pending on the expiry of one month from the date 
on which the notice has been given. 

On receipt of the documents mentioned above, the transferor company shall:— 

 (a) register the transferee company as the 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. 

No instrument of transfer shall be required for any share for which a share warrant is for the time being 
outstanding. 
22.8 Consideration to be kept in separate bank account by the transferor company 

Any sums received by the transferor company under this section shall be paid into a separate bank 
account, and any such sums 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 sums or other considerations were 
respectively received. [Section 395(4)] 
22.9 Notice of acquisition of shares 

After the shares acquired by the transferee company and its nominee and subsidiary, in the transferor 
company comprise 90% or more in face value of the shares of the same class, the transferee company must 
give notice of that fact in the prescribed manner to the holders of the remaining shares or of the remaining 
shares of that class, as the case may be, who have not assented to the scheme or contract. 

This notice must be given within one month from the date of the transfer unless on a previous transfer 
in pursuance of the scheme or contract the transferee company has already complied with this requirement. 

No form of this notice has been prescribed. But it must be given in the manner provided in section 53 
for the service of a document by a company on a member thereof. 

Any shareholder to whom aforesaid notice has been given may, within three months from the giving of 
the notice to him, require the transferee company to acquire his shares. For that purpose he may give a 
notice to the company. In such a case, the transferee company shall be entitled and bound to acquire those 
shares on the terms on which, under the scheme or contract, the shares of the approving shareholders were 
transferred to it, or on such other terms as may be agreed, or as the Court/Tribunal on the application of 
cither the transferee company or the shareholder thinks fit to order. 
23. Status of Compliance with the provisions of Chapter II of the Takeover Regulations 

By the promoters/sellers/acquirers, separately, (as may be applicable): 
Sr. 
No. 

Regulation/ 
Sub-regulation 

Due date for 
compliance of 

regulation 

Actual date of 
compliance 

Delay, if any (in 
no. of days)  
Col. 4 - 3 

Remarks 

1 2 3 4 5 6 
1 6(1) 20.04.1997    
2 6(3) 20.04.1997    
3 8(1) 21st April    
4 8(2) 21st April     



5 7(1) & (2)     
6 7(1A) & (2)     

By the target company 
Sr. 
No. 

Regulation/ 
Sub-regulation 

Due date for 
compliance of 

regulation 

Actual date of 
compliance 

Delay, if any (in 
no. of days)  
Col. 4 - 3 

Remarks 

1 2 3 4 5 6 
1 6(2) 20-5-1997    
2 6(4) 20-5-997    
3 8(3) 30th April     
4 7(3)     

 
24. Penalty for non-compliance 

In the case of Zee Telefilms Ltd. v SEBI, the company had failed to comply with the reporting 
requirements under regulations 6(2), 6(4) and 8(3) of the SEBI Takeover Regulations and the SEBI 
imposed the penalty of Rs. 5.00 Lakhs. 

The company submitted that it had not intentionally suppressed any material information, which was to 
be disclosed under the regulations. Delay in reporting was because of the reason that the Takeover 
regulations were new and that it took some time for the company to set up the system to regularize and 
ensure filing of the return within the time specified and that it was not a willful default. Failure to comply 
with the reporting requirement was common and the SEBI also knew about the magnitude of such failures 
and that is why it took a pragmatic view and offered a regularization scheme to enable the defaulting 
entities to make good the defaults by filing the reports by paying a nominal amount of ten thousand rupees 
that the company is also entitled to the said relief. 

The company also referred to principle laid down by the Hon'ble Supreme Court in Hindustan Steel 
Ltd v State of Orissa (AIR 1970 SC 253) that penalty is not leviable for an omission or commission not 
done willfully, has been ignored by the SEBI, despite the finding by the SEBI that there was no mensrea on 
the part of the company. 

It was further submitted that neither the Appellant, nor its promoters secured any disproportionate gain 
or unfair advantage that the belated reporting has not resulted in wrongful loss to any investor, and the 
delay in reporting was an isolated one and was not of repetitive nature, that these aspects have not been 
considered by the SEBI while imposing the monetary penalty, despite the specific requirement to consider 
such factors under section 15J of the Act. 

Learned Representative submitted, that if for any reason it is felt that the unintentional failure on the 
part of the Appellant need be penalised, the quantum of penalty leviable should not be more than what is 
provided in the Scheme, as SEBI itself has decided the quantum of penalty for failure to comply with the 
requirements of regulations 6 and 8 at ten thousand rupees and imposition of any amount as penalty in 
excess of what is prescribed in the Scheme would be unjust, unfair and improper. 

In the light of the facts and circumstances of the case, and taking into consideration the company's 
submissions the penalty was reduced from Rs. 5.00 Lakhs to Rs. 60,000. 

Division Bench of the Bombay High Court in SEBI v Cabot International Capital Corporation 
reported in (2004) 51 SCL 307 held that if it can be shown that a contravener never intended or consciously 
avoided to comply with the obligations under the Regulations, then the Cabot judgment is an authority to 
hold that no case is made out for any penalty notwithstanding the provisions of section 15J. 

 
Appendix 1 



Specimen of Agreement for sale of equity shares 
THIS MEMORANDUM OF UNDERSTANDING is made at Mhow of District Indore, Madhya 

Pradesh, (M.P.) on ... the ... day of Nov., 2006 between: 
PART ONE 

THE EQUITY SHARE HOLDERS OF TARA INFRASTRACTURE LIMITED (Special Project 
Vehicle (SPV) Incorporated under the Companies Act, 1956 and having its Registered Office at Bakery 
Road, Mhow, District Indore (M.P.) (hereinafter referred to as "the TAR") acting jointly through, Shri 
GDP S/o Shri BP and Shri AS S/o Shri SPS for and on behalf all the 168 Equity Shareholders of TAR 
(hereinafter referred as "the Shareholders") as their constituent Irrevocable Power of Attorney holders 
given by the Shareholders of TARA on 1st Nov., 2006 and which expression shall, unless repugnant to the 
context, include their heirs, legal representatives and assignees. 

ANDPART TWO 
(1) PATH LIMITED incorporated under the Companies Act, 1956 and having its Registered Office at 

Mall Road, Mhow, District Indore (M.P.) acting through its Board of Directors consisting of (1) Shri PA 
S/o Late Shri PCA (2) Shri NA S/o Late Shri PCA (3) Mrs. SA W/o Late Shri PCA (4) Mrs. NA W/o Shri 
PA and (5) Shri AC S/o Shri RCC, all being the promoters/directors of the Company (hereinafter referred 
to as "the PATH") and which expression shall, unless repugnant to the context, include their heirs, legal 
representatives and assignees. 

Acting through Shri PA S/o Late Shri PCA for and on behalf of the Board of Directors of the PATH as 
their constituent Irrevocable Power of Attorney holder in accordance with the resolution passed at the 
meeting of the Board of Directors of the Company held on 1st Nov., 2006. 

(2) SHRI PA S/o Late Shri PCA R/o Mall Road, Mhow, District Indore (M.P.) 
(3) SHRI NITIN AGRAWAL S/o Late Shri PCA R/o Mall Road, Mhow, District Indore 
(4) MRS. SANTOSH AGRAWAL S/o Late Shri PCA R/o Mall Road, Mhow, District Indore (M.P.) 
Acting through Shri PA S/o Late Shri PCA for and on behalf of Mrs. SA as her constituent Irrevocable 

Power of Attorney holder. 
WHEREAS the total 168 Shareholders the TARA has subscribed and obtained allotment of 20,00,000 

(Twenty Lacs) Equity Shares of Rs.10 each for cash at Par and having in their absolute control and are free 
to take any decision for sale/transfer of their shareholding in TARA to any person/s on such consideration 
as they may consider appropriate to realize their investment. 

AND WHEREAS the TARA has started its commercial business activities and has incurred heavy 
losses, the TARA has not paid any dividend thereof, the book value of shares has also been reduced. 
Therefore, Shareholders has decided to sale the shares to Part Two or their representatives/assignees to 
avoid further losses on the Investments and has authorised Jointly Shri GDP and Shri AS, the Directors of 
TARA to negotiate and finalise the terms and conditions to transfer the ownership and management of the 
Company and has also executed an Irrevocable Power of Attorney in favour of Shri GDP and Shri AS, the 
Director of the Company. 

AND WHEREAS it has been mutually decided and agreed by all the 168 Shareholders to sale total 
20,00,000 (Twenty Lacs) Equity Shares of Rs.10 each fully paid-up at a consideration of Rs.5.50 (Rs.Five 
and Fifty Paise) only to the Part Two or their nominee/assignees. 

AND WHEREAS the Part Two have agreed to acquire the entire Shareholding of the TARA with 
intention to acquire the absolute control over the management of the affairs of TARA and toll collection 
rights w.e.f. 1st Nov., 2006 of the Banswara-Udaipur Road (SH-32) (Portion of Banswara, District-
Dungarpur) 91/500 to 165/00 (0/0 at Udaipur) work on B.O.T. (Build, Operate and Transfer) basis as per 
the agreement for authorization of Collection of Toll for a period of ninety months as per agreement dated 
8th March, 2003 executed between the Chief Engineer PWD (R-1)/OSD on behalf of the Govt. of Rajasthan 
and Adarsh Constructions and TARA. 

AND WHEREAS the Part Two has agreed to acquire all the rights, claims, assets along with all the 
liabilities and obligation of the to enjoy the absolute powers and rights without interference of the Part One. 



NOW THIS AGREEMENT WITNESSETH 
 1. That Shri GDP and Shri AS of Part One authorised persons has jointly agreed to enter into this 

agreement for sale of the 20,00,000 Equity Shares of Rs. 10 each fully paid-up to the Part Two on 
a total full and final consideration of Rs. 5.50 (Rs. Five and Fifty Paise) only per share and to sign, 
execute the Share Transfer Deed together with the Original Share Certificate to the Part Two on 
receipt of the respective payment on behalf of the Shareholders and shall provide receipt for and 
on behalf of the shareholders. 

 2. That Part Two has agreed to purchase all the above said Equity Shares from the Shareholders of 
TARA within a period of three months from the date of this agreement after making full and final 
payment at the rate of Rs. 5.50 (Rs. Five and Fifty Paise) per share to the Power of Attorney 
Holders. 

 3. That the Part Two will take all the liabilities of TARA for repayment of all the liabilities as 
described above except Unsecured Loan of Rs. 8,318 payable of SC and the Shareholders will not 
be liable to TARA or liquidator in case of winding up TARA. 

 4. That the Part Two shall be empowered to deal in all the assets, (except the Jeep purchased from 
the Loan amount taken for purchase of Jeep) debtors, Fixed Deposits with SICOM for Rs. 50.00 
Lacs and Rs. 14.50 Lacs with the Oriental Bank of Commerce given as Margin/Security together 
with interest accrued thereon, Cash and Bank Balance, Loans, Advances, Claims, Toll Collection 
Rights, etc as described in the Balance Sheet of TARA will remain in the Company and the Part 
Two shall have the absolute rights to deal with these assets as they may consider appropriate from 
time to time without any interferences of Part One. 

 5. That the Part One shall fully cooperate in all the matters relating to their investment in Shares as 
may be desired by the Income Tax Department, Registrar of Companies or any other authority 
from time to time. 

 6. That the Part One has confirmed that the Company's entire Share Capital has not been pledged or 
charged with any party and the Shareholders possess the same in their absolute control and 
empowered to sale the same to any party. 

 7. The Agreement shall come into force w.e.f.1st Nov., 2006 and the Part Two shall be entitled to 
receive the toll collection and all the revenue of TARA in the Company. 

 8. That all disputes or differences of any nature arising between the parties regarding their rights, 
obligations the interpretation of the presents, and all the matters arising under this agreement will 
be resolved through cooperation and consultation. If the said disputes, etc could not be resolved 
through cooperation and consultation the said matters shall be referred to the single arbitrator. The 
arbitrator appointed under this Agreement will be an Arbitrator under the Indian Arbitration and 
Reconciliation Act, 1996 or any other statutory modification or re-enactment thereof. 

 9. That all questions relating to the validity, interpretation or performance of this agreement will be 
governed by the Indian Laws. 

 10. This Agreement shall be executed in triplicate. The Original will be retained by the Part Two and 
the Duplicate Copy shall be retained by the Part One and the Triplicate copy will be kept in the 
record of the Company. 

IN WITNESS WHEREOF the parties hereto have signed these presents on the day, month and the 
year first above written. 
Witness:1. Signed and delivered by the Part One 
 through the hands of: (1) Shri GDP 
 (2) Shri AS 

     Power of Attorney Holders 
 2. 
 Witness 1. Signed and delivered by the Part Two 
 through the hands of: (1) Shri PA 



Power of Attorney Holder 
 2. 
(2) Shri NA 
Common Seal of the Company affixed in presence of 
Shri PA and Shri NA, Directors of The PATH in 
accordance with the resolution passed by the Board 
of Directors of the Company at their Meeting held 
on …. Nov., 2005. 

Schedule – 1 List of Equity Shareholders as at 31.10.2006 
LF Name of the Shareholders No. of Shares held Address 
 
Signed and delivered by the Part One 
through the hands of: (1) Shri GDP 

(2) Shri AS 
 Power of Attorney Holders 
Signed and delivered by the Part Two 
through the hands of: (1) Shri PA 
      Power of Attorney Holder 
      (2) Shri NA 

 
Appendix 2 

Specimen of Power of Attorney 
KNOW ALL MEN BY THESE PRESENTS THAT We the following Directors of TARA 

INFRASTRUCTURE LIMITED, a Public Limited Company incorporated under the provisions of the 
Companies Act, 1956 and having its Registered Office at Bakery Road, Mhow, District Indore (M.P.) 
(hereinafter referred to as the Promoters of the Company of "the PART ONE" duly authorised by the 
Board of Directors of the Company at their Meeting held on 1st Nov., 2006, doth hereby jointly appoint 
Shri PP S/o Shri BCP R/o Main Road Kodaria, Mhow, District Indore (M.P.) and Shri AS S/o Shri SPS, 
R/o 56/5, Nai Abadi, Dewas (M.P.) as our true and lawful attorney to deal with (1) M/s PATH Limited a 
Company incorporated under the provisions of the Companies Act, 1956 and having its Registered Office 
at 76, Mall Road Mhow, District Indore (M.P.) (2) Shri PA S/o Late Shri PCA R/o 76, Mall Road, Mhow, 
District Indore (M.P.) and (3) Shri NA S/o Late Shri PCA R/o 76, Mall Road, Mhow, District Indore (M.P.) 
hereinafter referred to as "the Part Two") which expression shall include their respective legal 
representatives, heirs, executors and administrators and assignees. 

(1) Shri MP S/o Shri GDP, Aged about 37 years R/o Bakery Road, Mhow, District Indore (M.P.) 
(2) Shri GDP S/o Shri BP, Aged about 66 years R/o Bakery Road, Mhow, District Indore (M.P.) 
(3) Shri PP S/o Shri BP, Aged about 38 years R/o Main Road, Kodariya, Mhow, District, Indore 

(M.P.) 
(4) Shri ST S/o Shri TRT, Aged about 49 years R/o Station Road, Dewas (M.P.) 
(5) Shri AS S/o Shri SPS, Aged about 40 years R/o 56, Nai Abadi, Dewas (M.P.) 
(6) Shri RKT S/o Shri TRT, Aged about 45 years R/o Station Road, Dewas (M.P.) 

all being the promoters and directors of the Company (hereinafter referred to as the Promoters of the 
Company of "the ONE PART" and which expression shall, unless repugnant to the context, include their 
heirs, legal representatives and assignees duly authorised by the Board of Directors of the Company as per 
resolution passed by the Board on ….. Nov., 2006. 

THAT Shri PP and Shri AS, the Power of Attorney Holders be and are hereby jointly authorised to 
deal with the Part Two and to represent us in all the matters relating to the transfer of Toll Collection Right, 
powers to manage the entire affairs of the Company in favor of Part Two as per the Memorandum of 



Understanding considered and approved by the Board of Directors of TARA Limited at their Meeting held 
on 1st Nov., 2006. 

The Power of Attorney Holders are irrevocably solely authorised to sign the Memorandum of 
Understanding and to verify, present any agreement, letter, transfer deeds and other documents as may be 
required by the Part Two for peaceful delivery of the transfer in the rights and powers to manage the entire 
affairs of the Company and we do hereby agree to rectify and confirm all such acts, deeds and things done 
by the above said Attorney holders under the Powers confirmed on them by virtue of this document as the 
said were done by us. 

WITNESS WHEREOF this Power of Attorney signed and executed on …..th day of Nov., 2006 at 
Mhow, District Indore (M.P.). 
Shri MP S/o Shri GDP 
Shri GDP S/o Shri BP 
Shri PP S/o Shri BP 
Shri ST S/o Shri TRT 
Shri AS S/o Shri SPS 
Shri RKT S/o Shri TRT 

All being the promoters and directors of the Company duly authorised by the Board of Directors of the 
Company as per resolution passed by the Board on 1st Nov., 2005. 
Witness: 
(1) 
(2) 

Accepted 
(PP)        (AS) 
DIRECTOR    DIRECTOR 
 

PUBLIC NOTARY 
 

Appendix 2A 
Specimen of Power of Attorney 

We the following Promoter Group of TARA INFRASTRUCTURE LIMITED, a Public Limited 
Company incorporated under the provisions of the Companies Act, 1956 and having its Registered Office 
at Bakery Road, Mhow, District Indore (M.P.) (hereinafter referred to as "the Company") duly authorised 
by the their relatives, friends and associates, who has invested their monies in the Equity Share Capital and 
10% Non Cumulative Redeemable Preference Share Capital of the Company do hereby appoint the 
following Power of Attorney Holders as our true and lawful attorney to deal with (1) M/s PATH Limited a 
Company incorporated under the provisions of the Companies Act, 1956 and having its Registered Office 
at Mall Road Mhow, District Indore (M.P.) (2) Shri PA S/o Late Shri PCA R/o Mall Road, Mhow, District 
Indore (M.P.) and (3) Shri NA Late Shri PCA R/o Mall Road, Mhow, District Indore (M.P.) hereinafter 
referred to as "the Part Two" ) which expression shall include their respective legal representatives, heirs, 
executors and administrators and assignees. 
(1) 'P' Group: 

Consisting of Shri MP, Shri GDP and Shri PP, which includes their relatives, friends and associates 
(hereinafter referred as the Promoter Group of 'P') which includes their relatives, friends and associates 
(hereinafter referred as the Promoter Group of Patidars') which expression shall include their 
respective legal representatives, heirs, executors and administrators and assignees: 
Attorney holder of 'P' Group: Shri PP S/o Shri BCP R/o Main Road Kodaria, Mhow, District Indore 
(M.P.) as our true and lawful attorney; and 

(2) 'T' Group: 



Consisting of Shri ST, Shri RT, Shri DS and Shri AS, which includes their relatives, friends and 
associates (hereinafter referred as the Promoter Group of 'T') which expression shall include their 
respective legal representatives, heirs, executors and administrators and assignees 
Attorney Holder of 'T' Group: Shri AS S/o Shri SPS, R/o 56/5, Nai Abadi, Dewas (M.P.) as our true 
and lawful attorney 
That the 'P' and 'T' Group has invested Rs.350.00 Lacs (Rs. Three Crores Fifty Lacs) in the Share 

Capital of TARA INFRASTRUCTURE LIMITED divided into 20,00,000 (Twenty Lacs) Equity Shares of 
Rs.10 each and 15,00,000 (Fifteen Lacs) 10% Non Cumulative Redeemable Preference Shares of Rs.10 
each as per the list of Shareholders enclosed with this Power of Attorney and has authorised the above said 
attorney holders to deal for and on behalf of the respective promoters group and has provided their absolute 
consent to sale/transfer their entire shareholding with voting rights to the Part Two with intention to 
provide absolute control over the entire affairs of the Company in favour of Part Two and has agreed to 
accept the full and final consideration of Rs.5.50 (Rs. Five and Paise Fifty only) per Equity Shares of Rs.10 
each and Rs.2.00 (Rs. Two only) per 10% Non Cumulative Redeemable Preference Shares of Rs.10 each. 

And that the above said Power of Attorney holders be and is hereby absolutely authorised to deliver 
the original share certificate, sign and execute the transfer deeds being the power of attorney of the 
respective shareholders and to accept the consideration price for the shares as above and to give receipt for 
payment of consideration and to deal in all the matters as may be considered appropriate by the attorney 
holders in their absolute discretion for and on behalf of the shareholders of the Company. 

Power of Attorney Holders are irrevocably solely authorised to take all the effective steps to transfer 
the rights in the Share Capital of TARA INFRASTRUCTURE LIMITED in favour of the Part Two and we 
do hereby agree to rectify and confirm all such acts, deeds and things done by the above said Attorney 
holders under the Powers confirmed on them by virtue of this document as the said were done by us. 

WITNESS WHEREOF this Power of Attorney signed and executed on ....th day of Nov., 2006 at 
Mhow, District Indore (M.P.). 

Shri MP S/o Shri GDP 
Shri GDP S/o SP 
Shri PP S/o Shri BP 

All being the promoters of 'P' Group 
 
Witness: 
(1) 
(2) 

Accepted 
(PP) 
Shri ST S/o Shri TRT 
Shri AS S/o Shri SPS 
Shri RKT S/o Shri TRT 
Shri DS S/o Late Shri SKS 
All being the promoters of 'T'Group 
Witness: 
(1) 
(2) 

Accepted 
(AS) 

PUBLIC NOTARY 
Schedule – 1 List of Equity Shareholders as at 31.10.2006 

 LF Name of the Shareholders No. of Shares held Address 



 
 

Schedule – 2 List of 10% Non Cumulative Redeemable Preference Shareholders as at 31.10.2006 
 LF Name of the Shareholders No. of Shares held Address 
 
 

Appendix 3 
Specimen of Board Resolution for change in the powers to control over management 

of the affairs and shareholding pattern of the Company 
The Chairman placed before the Board a draft of the Memorandum of Understanding for change in the 

powers to control over Management of the Affairs and Shareholding pattern of the Company and to provide 
powers to PA and other on the terms and conditions contained in the MOU. The Board considered and after 
discussion passed the following resolutions unanimously: 

RESOLVED THAT the approval of the Board of Directors of the Company be and is hereby granted 
on the Terms and Conditions as contained in the Draft of the Memorandum of Understanding placed 
before the Board duly initialed by the Chairman for the purpose of identification and Shri GDP and 
Shri AS, the Directors of the Company be and is hereby jointly authorised to make any 
alteration/change therein as they may consider appropriate in the best interest of the Company, its 
shareholders and the Board of Directors and to execute and sign the same for and on behalf of the 
Company and that the Common Seal of the Company be affixed in presence of Shri GDP and Shri AS, 
the Directors of the Company. 
FURTHER RESOLVED THAT all the Directors of the Company be and is hereby authorised to 
execute, sign and deliver the Irrevocable Power of Attorney in favour of Shri GDP and Shri AS, the 
Directors of the Company to deal with the Part Two of the MOU and to take any decision, give 
declaration, confirmation, undertaking, for effective transfer of the Management of the Affairs of the 
Company and shareholding/voting rights in favour of Part Two. 

 
Appendix 4 

SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 1997 
(Notification No. SO No. 124(E), dated 20-2-1997 as last amended upto 21st August, 2006 vide 

Notification S.O. 1330(E) dated 21-08-2006) 
In the exercise of the powers conferred by section 30 of the Securities and Exchange Board of India 

Act, 1992 (15 of 1992), the Board hereby makes the following Regulations namely:— 
Chapter I 

Preliminary 
1. Short title and commencement.—(1) These Regulations shall be called the Securities and 

Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations, 1997. 
(2) These Regulations shall come into force on the date of their publication in the Official Gazette. 
2. Definitions.—(1) In these Regulations, unless the context otherwise requires:— 

 (a) "Act" means the Securities and Exchange Board of India Act, 1992 (15 of 1992); 
 (b) "acquirer" means any person who, directly or indirectly, acquires or agrees to acquire shares or 

voting rights in the target company, or acquires or agrees to acquire control over the target 
company, either by himself or with any person acting in concert with the acquirer; 

 (c) "control" shall include 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 agreements or in any other manner. 



  Explanation.—(i) Where there are two or more persons in control over the target company, the 
ceases of any one of such persons from such control shall not be deemed to be a change in control 
of management nor shall any change in the nature and quantum of control amongst them constitute 
change in control of management: 

  Provided that the transfer from joint control to sole control is affected in accordance with clause 
(e) of sub-regulation (1) of regulation 3. 



  (ii) If consequent upon change in control of the target company in accordance with regulation 3, 
the control acquired is equal to or less than the control exercised by person(s) prior to such 
acquisition of control, such control shall not be deemed to be a change in control; 

 (cc) "disinvestment" means the sale by the Central Government or by the State Government as the case 
may be of its shares or voting rights and/or control in a listed Public Sector Undertaking; 

 (d) "investigating officer" means any person appointed by the Board under regulation 38; 
 (e) "person acting in concert" comprises,— 
 (1) persons who, for a common objective or purpose of substantial acquisition of shares or voting 

rights or gaining control over the target company, pursuant to an agreement or understanding 
(formal or informal), directly or indirectly co-operate by acquiring or agreeing to acquire 
shares or voting rights in the target company or control over the target company. 

 (2) Without prejudice to the generality of this definition, the following persons will be deemed to 
be persons acting in concert with other persons in the same category, unless the contrary is 
established:— 

 (i) a company, its holding company, or subsidiary of such company or company under the 
same management either individually or together with each other; 

 (ii) a company with any of its directors, or any person entrusted with the management of the 
funds of the company; 

 (iii) directors of companies referred to in sub-clause (i) of clause (2) and their associates; 
 (iv) mutual fund with sponsor or trustee or asset management company; 
 (v) foreign institutional investors with sub account(s); 
 (vi) merchant bankers with their client(s) as acquirer; 
 (vii) portfolio managers with their client(s) as acquirer; 
 (viii) venture capital funds with sponsors; 
 (ix) banks with financial advisers, stock brokers of the acquirer, or any company which is a 

holding company, subsidiary or relative of the acquirer. 
  Provided that sub-clause (ix) shall not apply to a bank whose sole relationship with the 

acquirer or with any company, which is a holding company or a subsidiary of the acquirer 
or with a relative of the acquirer, is by way of providing normal commercial banking 
services or such activities in connection with the offer such as confirming availability of 
funds, handling acceptances and other registration work. 

 (x) any investment company with any person who has an interest as director, fund manager, 
trustee, or as a shareholder having not less than 2% of the paid-up capital of that 
company or with any other investment company in which such person or his associate 
holds not less than 2% of the paid up capital of the latter company. 

  Notes.—For the purposes of this clause 'associate' means:— 
 (a) any relative of that person within the meaning of section 6 of the Companies Act, 1956 (1 of 

1956); and 
 (b) family trusts and Hindu Undivided Families. 
 (f) "offer period' means the period between the date of entering into Memorandum of Understanding 

or the public announcement, as the case may be and the date of completion of offer formalities 
relating to the offer made under these regulations; 

(g) "panel" means a panel constituted by the Board for the purpose of regulation 4; 
(h) "Promoter" means— 

 (a) any person who is in control of the target company; 
 (b) any person named as promoter in any offer document of the target company or any 

shareholding pattern filed by the target company with the stock exchanges pursuant to the 
Listing Agreement, whichever is later; 

and includes any person belonging to the promoter group as mentioned in Explanation I: 



Provided that a director or officer of the target company or any other person shall not be a 
promoter, if he is acting as such merely in his professional capacity. 
Explanation I.—For the purpose of this clause, 'promoter group' shall include: 

 (a) in case promoter is a body corporate — 
 (i) a subsidiary or holding company of that body corporate; 
 (ii) any company in which the promoter holds 10% or more of the equity capital or which 

holds 10% or more of the equity capital of the promoter; 
 (iii) any company in which a group of individuals or companies or combinations thereof who 

holds 20% or more of the equity capital in that company also holds 20% or more of the 
equity capital of the target company; and 

 (b) in case the promoter is an individual— 
 (i) the spouse of that person, or any parent, brother, sister or child of that person or of his 

spouse; 
 (ii) any company in which 10% or more of the share capital is held by the promoter or an 

immediate relative of the promoter or a firm or HUF in which the promoter or any one or 
more of his immediate relative is a member; 

 (iii) any company in which a company specified in (i) above, holds 10% or more, of the share 
capital; and 

 (iv) any HUF or firm in which the aggregate share of the promoter and his immediate 
relatives is equal to or more than 10% of the total. 

Explanation II.—Financial Institutions, Scheduled Banks, Foreign Institutional Investors (FIIs) 
and Mutual Funds shall not be deemed to be a promoter or promoter group merely by virtue of 
their shareholding. 
Provided that the Financial Institutions, Scheduled Banks and Foreign Institutional Investors (FIIs) 
shall be treated as promoters or promoter group for the subsidiaries or companies promoted by 
them or mutual funds sponsored by them. 

 (j) "public shareholding" means shareholding held by persons other than promoters as defined under 
clause (h). 

 (k) "shares" means shares in the share capital of a company carrying voting rights and includes any 
security which would entitle the holder to receive shares with voting rights but shall not include 
preference shares; 

 (ka) "acquisition of shares in terms of guidelines or regulations regarding delisting of securities 
specified or framed by the Board". 

 (l) "sick industrial company" shall have the same meaning assigned to it in clause (o) of sub-section 
(1) of Section 3 of the Sick Industrial Companies (Special Provisions) Act, 1985 (1 of 1986) or 
any statutory re-enactment thereof. 

 (m) "state level financial institution" means a state financial corporation established under section 3 of 
the State Financial Institutions Act, 1951 and includes development corporation established as a 
company by a State Government with the object of development of industries or agricultural 
activities in the state; 

 (n) "stock exchange" means a stock exchange which has been granted recognition under Section 4 of 
the Securities Contracts (Regulation) Act, 1956 (42 of 1956); 

 (o) "target company" means a listed company whose shares or voting rights or control is directly or 
indirectly acquired or is being acquired; 

 (p) "working days" shall mean the working days of the Board. 
 All other expressions unless defined herein shall have the same meaning as have been assigned to 

them under the Act or the Securities Contracts (Regulation) Act, 1956, or the Companies Act, 1956, or any 
statutory modification or reenactment thereto, as the case may be. 



 3. Applicability of the Regulation 
(1) Nothing contained in regulations 10, regulation 11 and regulation 12 of these regulations shall 

apply to:— 
 (a) allotment in pursuance of an application made to a public issue. 
  Provided that if such an allotment is made pursuant to a firm allotment in the public issues, such 

allotment shall be exempt only if full disclosures are made in the prospectus about the identity of 
the acquirer who has agreed to acquire the shares, the purpose of acquisition, consequential 
changes in voting rights, shareholding pattern of the company and in the Board of Directors of the 
Company, if any, and whether such allotment would result in change in control over the company. 

 (b) allotment pursuant to an application made by the shareholder for rights issue,— 
 (i) to the extent of his entitlement; and 
 (ii) upto the percentage specified in regulation 11: 
  Provided that the limit mentioned in sub-clause (ii) will not apply to the acquisition by any person 

presently in control of the company and who has in the rights letter of offer made disclosures that 
they intend to acquire additional shares beyond their entitlement if the issue is under subscribed: 

  Provided further that this exemption shall not be available in case the acquisition of securities 
results in the change of control of management; 

 (c) Omitted 
 (d) allotment to the underwriters pursuant to any underwriting agreement; 
 (e) interse transfer of shares amongst:— 
 (i) group coming within the definition of group as defined in the Monopolies and Restrictive 

Trade Practices Act, 1969 (54 of 1969) where persons constituting such group have been 
shown as group in the last published Annual Report of the target company; 

 (ii) relatives within the meaning of Section 6 of the Companies Act, 1956 (1 of 1956); 
 (iii) (a) Indian promoters and foreign collaborators who are shareholders; 
 (b) Qualifying Promoters: 
  Provided that the transferor(s) as well as the transferee(s) have been holding shares in the 

target company for a period of at least three years prior to the proposed acquisition; 
Explanation.—For the purpose of the exemption under sub-clause (iii) the term "qualifying 
promoter" means— 

 (i) any person who is directly or indirectly in control of the company; or 
 (ii) any person named as promoter in any document for offer of securities to the public or 

existing shareholders or in the shareholding pattern disclosed by the company under the 
provisions of the Listing Agreement, whichever is later; and includes, 

 (a) where the promoter is an individual, - 
 (1) a relative of the promoter within the meaning of section 6 of the Companies Act, 

1956 (1 of 1956); 
 (2) any firm or company, directly or indirectly, controlled by the promoter or a 

relative of the promoter or a firm or Hindu undivided family in which the 
promoter or his relative is a partner or a coparcener or a combination thereof: 

Provided that, in case of a partnership firm, the share of the promoter or his relative, as 
the case may be, in such firm should not be less than fifty per cent. (50%); 

 (a) where the qualifying promoter is a body corporate,- 
 (1) a subsidiary or holding company of that body; or 
 (2) any firm or company, directly or indirectly, controlled by the qualifying 

promoter of that body corporate or by his relative or a firm or Hindu undivided 
family in which the qualifying promoter or his relative is a partner or coparcener 
or a combination thereof: 



   Provided that, in case of a partnership firm, the share of such qualifying promoter or his 
relative, as the case may be, in such firm should not be less than fifty per cent (50%).  

 (iv) the acquirer and persons acting in concert with him, where such transfer of shares takes place 
three years after the date of closure of the public offer made by them under these Regulations. 

  Explanation.—(1) The exemption under sub-clauses (iii) and (iv) shall not be available if inter se 
transfer of shares is at a price exceeding 25% of the price as determined in terms of sub-
regulations (4) and (5) of regulation 20; 

  2. The benefit of availing exemption under this clause, from applicability of the Regulations for 
increasing shareholding or inter se transfer of shareholding shall be subject to such transferor(s) 
and transferee(s) having complied with regulation 6, regulation 7 and regulation 8. 

 (f) acquisition of shares in the ordinary course of business by,— 
 (i) a registered stock-broker of a stock exchange on behalf of clients; 
 (ii) a registered market maker of a stock exchange in respect of shares for which he is the market 

maker, during the course of market making; 
 (iii) by Public Financial Institutions on their own account; 
 (iv) by banks and public financial institutions as pledgees; 
 (v) the International Finance Corporation, Asian Development Bank, International Bank for 

Reconstruction and Development, Commonwealth Development Corporation and such other 
international financial institutions, 

 (vi) a merchant banker or a promoter of the target company pursuant to a scheme of safety net 
under the provisions of the Securities and Exchange Board of India (Disclosure and Investor 
Protection) Guidelines, 2000 in excess of limit specified in sub-regulation (1) of regulation 
11; 

 (ff) acquisition of shares by a person in exchange of shares received under a public offer made under 
these Regulations; 

 (g) acquisition of shares by way of transmission on succession or inheritance; 
 (h) acquisition of shares by government companies within the meaning of section 617 of the 

Companies Act, 1956 (1 of 1956) and statutory corporations: 
  Provided that this exemption shall not be applicable if a Government company acquires shares or 

voting rights or control of a listed Public Sector Undertaking through the competitive bidding 
process of the Central Government or the State Government as the case may be for the purpose of 
disinvestments; 

 (i) transfer of shares from state level financial institutions, including their subsidiaries, to co-
promoter(s) of the company or their successors or assignee(s) or an acquirer who has substituted 
an erstwhile promoter pursuant to an agreement between such financial institution and such co-
promoter(s); 

 (ia) transfer of shares from venture capital funds or foreign venture capital investors registered with 
the Board to promoters of a venture capital undertaking or venture capital undertaking pursuant to 
an agreement between such venture capital fund or foreign venture capital investors with such 
promoters or venture capital undertaking; 

 (j) pursuant to a scheme— 
 (i) framed under section 18 of the Sick Industrial Companies (Special Provisions) Act,1985; 
 (ii) of arrangement or reconstruction including amalgamation or merger or demerger under any 

law or regulation, Indian or foreign; 
 (ja) change in control by takeover of management of the borrower target company by the secured 

creditor or by restoration of management to the said target company by the said secured creditor in 
terms of the Securitization and Reconstruction of Financial Assets and Enforcement of Security 
Interest Act, 2002 (54 of 2002). 

 (k) acquisition of shares in companies whose shares are not listed on any stock exchange; 



  Explanation.—The exemption under clause (k) above shall not be applicable if by virtue of 
acquisition or change of control of any unlisted company, whether in India or abroad, the acquirer 
acquires shares or voting rights or control over a listed company. 

 (ka) acquisition of shares in terms of guidelines or regulations regarding delisting of securities 
specified or framed by the Board. 

 (l) other cases as may be exempted from the applicability of Chapter III by the Board under 
regulation 4. 

(1A) For the removal of doubt, it is clarified that nothing contained in sub-regulation (1) shall affect 
the applicability of the listing requirements. 

(2) Nothing contained in Chapter III of the Regulations shall apply to the acquisition of Global 
Depository Receipts or American Depository Receipts so long as they are not converted into shares 
carrying voting rights. 

(3) In respect of acquisitions under clauses (e), (h) and (i) of sub-regulation (1), the stock exchanges 
where the shares of the company are listed shall, for information of the public, be notified of the details of 
the proposed transactions at least 4 working days in advance of the date of the proposed acquisition, in case 
of acquisition exceeding 5% of the voting share capital of the company. 

(4) In respect of acquisitions under clauses (a), (b), (e) and (i) of sub-regulation (1), the acquirer shall, 
within 21 days of the date of acquisition, submit a report along with supporting documents to the Board 
giving all details in respect of acquisitions (which taken together with shares or voting rights, if any, held 
by him or by persons acting in concert with him) would entitle such person to exercise 15% or more of the 
voting rights in a company. 

Explanation.—For the purposes of sub-regulations (3) and (4), the relevant date in case of securities 
which are convertible into shares shall be the date of conversion of such securities. 

(5) The acquirer shall, along with the report referred to under sub-regulation (4), pay a fee of Rs. 
25,000 to the Board, either by a bankers cheque or demand draft in favour of the Securities and Exchange 
Board of India, payable at Mumbai. 
 4. The Takeover Panel 

(1) The Board shall for the purposes of this Regulation constitute a Panel of majority of independent 
persons from within the categories mentioned in sub-section (5) of section 4 of the Act. 

(2) For seeking exemption under clause (l) of sub-regulation (1) of regulation (3), the acquirer shall file 
an application supported by a duly sworn affidavit with the Board, giving details of the proposed 
acquisition and the grounds on which the exemption has been sought. 

(3) The acquirer shall, along with the application referred to under sub-regulation (2), pay a fee of one 
lakh rupees to the Board, either by a bankers cheque or demand draft in favour of the Securities and 
Exchange Board of India, payable at Mumbai. 

(4) The Board shall within 5 days of the receipt of an application under sub-regulation (2) forward the 
application to the Panel. 

(5) The Panel shall within 15 days from the date of receipt of application make a recommendation on 
the application to the Board. 

(6) The Board shall after affording reasonable opportunity to the concerned parties and after 
considering all the relevant facts including the recommendations, if any, pass a reasoned order on the 
application under sub-regulation (2) within 30 days thereof. 

(7) The order of the Board under sub-regulation (6) shall be published by the Board. 
 5. Power of the Board to grant exemption 

In order to remove any difficulties in the interpretation or application of the provisions of these 
Regulations, the Board shall have the power to issue directions through guidance notes or circulars: 

Provided that where any direction is issued by the Board in a specific case relating to interpretation or 
application of any provision of these Regulations, it shall be done only after affording a reasonable 
opportunity to the concerned parties and after recording reasons for the direction. 



Chapter II 
Disclosures of shareholding and control in a listed company 

6. Transitional provision.—(1) Any person, who holds more than five percent shares or voting rights 
in any company, shall within two months of notification of these Regulations disclose his aggregate 
shareholding in that company, to the company. 

(2) Every company whose shares are held by the persons referred to in sub-regulation (1) shall, within 
three months from the date of notification of these Regulations, disclose to all the stock exchanges on 
which the shares of the company are listed, the aggregate number of shares held by each person. 

(3) A promoter or any person having control over a company shall within two months of notification of 
these Regulations disclose the number and percentage of shares or voting rights held by him and by 
person(s) acting in concert with him in that company, to the company. 

(4) Every company, whose shares are listed on a stock exchange, shall within three months of 
notification of these Regulations, disclose to all the stock exchanges on which the shares of the company 
are listed, the names and addresses of promoters and, or person(s) having control over the company, and 
number and percentage of shares or voting rights held by each such person. 

7. Acquisition of 5% and more shares of a company.—(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 
more than five per cent or ten per cent or fourteen per cent shares or fifty four per cent or seventy four per 
cent or voting rights in a company, in any manner whatsoever, shall disclose at every stage the aggregate of 
his shareholding or voting rights in that company to the company and to the stock exchanges where shares 
of the target company are listed. 

(1A) Any acquirer who has acquired shares or voting rights of a company under sub-regulation (1) of 
regulation 11 shall disclose purchase or sale aggregating two per cent or more of the share capital of the 
target company to the target company, and the stock exchanges where shares of the target company are 
listed within two days of such purchase or sale alongwith the aggregate shareholding after such acquisition 
or sale. 

Explanation.—For the purposes of sub-regulations (1) and (1A), the term 'acquirer' shall include a 
pledgee, other than a bank or a financial institution and such pledgee shall make disclosure to the target 
company and the stock exchange within two days of creation of pledge. 

(2) The disclosures mentioned in sub-regulations (1) and (1A) shall be made within two days,— 
 (a) the receipt of intimation of allotment of shares; or 
 (b) the acquisition of shares or voting rights, as the case may be. 

(2A) The stock exchange shall immediately display the information received from the acquirer under 
sub-regulations (1) and (1A) on the trading screen, the notice board and also on its website. 

(3) Every company, whose shares are acquired in a manner referred to in sub-regulation (1) and (1A) 
shall disclose to all the stock exchanges on which the shares of the said company are listed the aggregate 
number of shares held by each of such persons referred above within seven days of receipt of information 
under sub-regulations (1) and (1A). 

8. Continual disclosures.—(1) Every person, including a person mentioned in Regulation 6 who holds 
more than fifteen percent shares or voting rights in any company, shall, within 21 days from the financial 
year ending March 31, make yearly disclosures to the company, in respect of his holdings as on 31st 
March. 

(2) A promoter or every person having control over a company shall, within 21 days from the financial 
year ending March 31, as well as the record date of the company for the purposes of declaration of 
dividend, disclose the number and percentage of shares or voting rights held by him and by persons acting 
in concert with him, in that company to the company. 

(3) Every company whose shares are listed on a stock exchange, shall within 30 days from the 
financial year ending March 31, as well as the record date of the company for the purposes of declaration of 
dividend, make yearly disclosures to all the stock exchanges on which the shares of the company are listed, 



the changes, if any, in respect of the holdings of the persons referred to under sub-regulation (1) and also 
holdings of promoters or person(s) having control over the company as on 31st March. 

(4) Every company whose shares are listed on a stock exchange shall maintain a register in the 
specified format to record the information received under sub-regulation (3) of regulation 6, sub-regulation 
(1) of regulation 7 and sub-regulation (2) of regulation 8. 

9. Power to call for information.—The stock exchanges and the company shall furnish to the Board 
information with regard to the disclosures made under regulations 6, regulation 7 and regulation 8 as and 
when required by the Board. 

Chapter III 
Substantial acquisition of shares or voting rights in and acquisition of control over a listed company 

10. Acquisition of fifteen or more of the shares or voting rights of any company.—No acquirer 
shall acquire shares or voting rights which (taken together with shares or voting rights, if any, held by him 
or by persons acting in concert with him), entitle such acquirer to exercise fifteen percent or more of the 
voting rights in a company, unless such acquirer makes a public announcement to acquire shares of such 
company in accordance with the Regulations. 

11. Consolidation of holdings.—(1) No acquirer who, together with persons acting in concert with 
him, has acquired, in accordance with the provisions of law, 15 per cent or more but less than 55 per cent of 
the shares or voting rights in a company, shall acquire, either by himself or through or with persons acting 
in concert with him, additional shares or voting rights entitling him to exercise more than 5% of the voting 
rights, in any financial year ending on 31st March, unless such acquirer makes a public announcement to 
acquire shares in accordance with the Regulations. 

(2) No acquirer, who together with persons acting in concert with him holds, fifty five per cent (55%) 
or more but less than seventy five per cent (75%) of the of the shares or voting rights in a target company, 
shall acquire either by himself or through persons acting in concert with him any additional shares or voting 
rights therein, unless he makes a public announcement to acquire shares in accordance with these 
Regulations: 

Provided that in a case where the target company had obtained listing of its shares by making an offer 
of at least ten per cent (10%) of issue size to the public in terms of clause (b) of sub-rule (2) of rule 19 of 
the Securities Contracts (Regulation) Rules, 1957, or in terms of any relaxation granted from strict 
enforcement of the said rule, this sub-regulation shall apply as if for the words and figures 'seventy five per 
cent (75%)' the words and figures 'ninety per cent (90%)' were substituted. 

(2A) Where an acquirer who (together with persons acting in concert with him) holds fifty five per 
cent (55%) or more but less than seventy five per cent (75%) of the shares or voting rights in a target 
company, is desirous of consolidating his holding while ensuring that the public shareholding in the target 
company does not fall below the minimum level permitted by the Listing Agreement, he may do so only by 
making a public announcement in accordance with these regulations: 

Provided that in a case where the target company had obtained listing of its shares by making an offer 
of at least ten per cent. (10%) of issue size to the public in terms of clause (b) of sub-rule (2) of rule 19 of 
the Securities Contracts (Regulation) Rules, 1957, or in terms of any relaxation granted from strict 
enforcement of the said rule, this sub-regulation shall apply as if for the words and figures 'seventy five per 
cent. (75%)' the words and figures 'ninety per cent (90%)' were substituted. 

(3) Notwithstanding anything any thing contained in regulations 10, 11 and 12, in case of 
disinvestment of a Public Sector Undertaking, an acquirer who together with persons acting in concert with 
him, has made a public announcement, shall not be required to make another public announcement at the 
subsequent stage of further acquisition of shares or voting rights or control of the Public Sector 
Undertaking provided:— 
 (i) both the acquirer and the seller are the same at all the stages of acquisition, and 
 (ii) disclosures regarding all the stages of acquisition, if any, are made in the letter of offer issued in 

terms of regulation 18 and in the first public announcement. 



Explanation.—For the purposes of regulation 10 and regulation 11, acquisition shall mean and 
include,— 
 (a) direct acquisition in a listed company to which the Regulations apply; 
 (b) indirect acquisition by virtue of acquisition of companies, whether listed or unlisted, whether in 

India or abroad. 
 12. Acquisition of control over a company 

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 shares in accordance with the Regulations: 

Provided that nothing contained herein shall apply to any change in control which takes place in 
pursuance to a special resolution passed by the shareholders in a general meeting: 

Provided further that for passing of the special resolution facility of voting through postal ballot as 
specified under the Companies (Passing of the Resolutions by Postal Ballot) Rules, 2001 shall also be 
provided. 

Explanation.—For the purposes of this Regulation, acquisition shall include direct or indirect 
acquisition of control of target company by virtue of acquisition of companies, whether listed or unlisted 
and whether in India or abroad. 

13. Appointment of a Merchant Banker.—Before making any public announcement of offer referred 
to in regulation 10 or regulation 11 or regulation 12, the acquirer shall appoint a merchant banker in 
Category-I holding a certificate of registration granted by the Board, who is not associate of or group of the 
acquirer or the target company. 

14. Timing of the Public Announcement of Offer.—(1) The public announcement referred to in 
Regulation 10 or Regulation 11 shall be made by the merchant banker not later than four working days of 
entering into an agreement for acquisition of shares or voting rights or deciding to acquire shares or voting 
rights exceeding the respective percentage specified therein: 

Provided that in case of disinvestment of a Public Sector Undertaking, the public announcement shall 
be made by the merchant banker not later than 4 working days of the acquirer executing the Share Purchase 
Agreement or Shareholders Agreement with the Central Government or the State Government as the case 
may be for the acquisition of shares or voting rights exceeding the percentage of share holding referred to 
in Regulation 10 or Regulation 11 or the transfer of control over a target Public Sector Undertaking. 

(2) In case of an acquirer acquiring securities, including Global Depositories Receipts or American 
Depository Receipts which, when taken together with the voting rights, if any already held by him or 
persons acting in concert with him, would entitle him to voting rights, exceeding the percentage specified 
in Regulation 10 or Regulation 11, the public announcement referred to in sub-regulation (1) shall be made 
not later than four working days before he acquires voting rights on such securities upon conversion, or 
exercise of option, as the case may be. 

(3) The public announcement referred to in regulation 12 shall be made by the merchant banker not 
later than four working days after any such change or changes are decided to be made as would result in the 
acquisition of control over the target company by the acquirer. 

(4) In case of indirect acquisition or change in control, a public announcement shall be made by the 
acquirer within three months of consummation of such acquisition or change in control or restructuring of 
the parent or the company holding shares of or control over the target company in India. 

15. Public Announcement of Offer.—(1) The public announcement to be made under regulations 10 
or regulation 11 or regulation 12 shall be made in all editions of one English national daily with wide 
circulation, one Hindi national daily with wide circulation and a regional language daily with wide 
circulation at the place where the registered office of the target company is situated and at the place of the 
stock exchange where the shares of the target company are most frequently traded. 

(2) Simultaneously with publication of the public announcement in the newspaper in terms of sub-
regulation (1), a copy of the public announcement shall be,— 
 (i) submitted to the Board through the merchant banker; 



 (ii) sent to all the stock exchanges on which the shares of the company are listed for being notified on 
the notice board; 

 (iii) sent to the target company at its registered office for being placed before the Board of directors of 
the company. 

(3) [Omitted] 
(4) The offer under these Regulations shall be deemed to have been made on the date on which the 

public announcement has appeared in any of the newspapers referred to in sub-regulation (1). 
16. Contents of the Public Announcement of Offer.—The public announcement referred to in 

regulations 10 or regulation 11 or regulation 12 shall contain the following particulars, namely:— 
 (i) the paid up share capital of the target company, the number of fully paid up and partly paid up 

shares; 
 (ii) the total number and percentage of shares proposed to be acquired from the public, subject to a 

minimum as specified in sub-regulation (1) of regulation 21; 
 (iii) the minimum offer price for each fully paid up or partly paid up share; 
 (iv) mode of payment of consideration; 
 (v) the identity of the acquirer(s) and in case the acquirer is a company or companies, the identity of 

the promoters and, or the persons having control over such company(ies) and the group, if any, to 
which the company(ies) belong; 

 (vi) the existing holding, if any, of the acquirer in the shares of the target company, including holdings 
of persons acting in concert with him; 

 (via) the existing shareholding, if any, of the merchant banker in the target company; 
 (vii) salient features of the agreement, if any, such as the date, the name of the seller, the price at which 

the shares are being acquired, the manner of payment of the consideration and the number and 
percentage of shares in respect of which he acquirer has entered into the agreement to acquire the 
shares or the consideration, monetary or otherwise, for the acquisition of control over the target 
company, as the case may be; 

 (viii) the highest and the average price paid by the acquirer or persons acting in concert with him for 
acquisition, if any, of shares of the target company made by him during the twelve month period 
prior to the date of public announcement; 

 (ix) Object and purpose of the acquisition of the shares and future plans, if any, of the acquirer for the 
target company, including disclosures whether the acquirer proposes to dispose of or otherwise 
encumber any assets of the target company in the succeeding two years, except in the ordinary 
course of business of the target company: 

  Provided that where the future plans are set out, the public announcement shall also set out how 
the acquirers propose to implement such future plans: 

  Provided further that the acquirer shall not sell, dispose of or otherwise encumber any substantial 
asset of the target company except with the prior approval of the shareholders; 

 (ixa) an undertaking that the acquirer shall not sell, dispose of or otherwise encumber any substantial 
asset of the target company except with the prior approval of the shareholders; 

 (x) the 'specified date' as mentioned in regulation 19; 
 (xi) the date by which individual letters of offer would be posted to each of the shareholders; 
 (xii) the date of opening and closure of the offer and the manner in which and the date by which the 

acceptance or rejection of the offer would be communicated to the shareholders; 
 (xiii) the date by which the payment of consideration would be made for the shares in respect of which 

the offer has been accepted; 
 (xiv) disclosure to the effect that firm arrangement for financial resources required to implement the 

offer is already in place, including details regarding the sources of the funds whether domestic i.e. 
from banks, financial institutions, or otherwise or foreign i.e., from Non-Resident Indians or 
otherwise; 



 (xv) provision for acceptance of the offer by person(s) who own the shares but are not the registered 
holders of such shares; 

 (xvi) statutory approvals, if any, required to be obtained for the purpose of acquiring the shares under 
the Companies Act, 1956 (1 of 1956), the Monopolies and Restrictive Trade Practices Act, 1969 
(54 of 1969), The Foreign Exchange Regulation Act, 1973, (46 of 1973) and/or any other 
applicable laws; 

 (xvii) approvals of banks or financial institutions required, if any; whether the offer is subject to a 
minimum level of acceptance from the shareholders; and 

 (xviii) such other information as is essential for the shareholders to make an informed decision in regard 
to the offer. 

17. Brochures, advertising material, etc..—The public announcement of the offer or any other 
advertisement, circular, brochure, publicity material or letter of offer issued in relation to the acquisition of 
shares shall not contain any misleading information. 

18. Submission of Letter of offer to the Board.—(1) Within fourteen days from the date of public 
announcement made under regulation 10, regulation 11 or regulation 12 as the case may be, the acquirer 
shall, through its merchant banker, file with the Board, the draft of the letter of offer, containing disclosures 
as specified by the Board. 

(2) The letter of offer shall be despatched to the shareholders not earlier than 21 days from its 
submission to the Board under sub-regulation (1): 

Provided that if, within 21 days from the date of submission of the letter of offer, the Board specifies 
changes, if any, in the letter of offer, (without being under any obligation to do so) the merchant banker and 
the acquirer shall carry out such changes before the letter of offer is despatched to the shareholders: 

Provided further that if the disclosures in the draft letter of offer are inadequate or the Board has 
received any complaint or has initiated any enquiry or investigation in respect of the public offer, the Board 
may call for revised letter of offer with or without rescheduling the date of opening or closing of the offer 
and may offer its comments to the revised letter of offer within seven working days of filing of such revised 
letter of offer. 

(3) The acquirer shall, while filing the draft letter of offer with the Board under sub-regulation (1), pay 
a fee as mentioned in the following table, by bankers' cheque or demand draft drawn in favour of the 
'Securities and Exchange Board of India', payable at Mumbai: 

Offer size Fee (Rs.) 

Less than or equal to one crore rupees 1,00,000 
More than one crore rupees, but less than or equal to five crore rupees 2,00,000 
More than five crore rupees, but less than or equal to ten crore rupees 3,00,000 
More than ten crore rupees 0.5% of the offer size" 

19. Specified date.—The public announcement shall specify a date, which shall be the 'specified date' 
for the purpose of determining the names of the shareholders to whom the letter of offer should be sent: 

Provided that such specified date shall not be later than the thirtieth day from the date of the public 
announcement. 

20. Offer price.—(1) The offer to acquire shares under regulations 10, 11 or 12 shall be made at a 
price not lower than the price determined as per sub-regulations (4) and (5). 

(2) The offer price shall be payable— 
 (a) in cash; 
 (b) by issue, exchange and, or transfer of shares (other than preference shares) of acquirer company, if 

the person seeking to acquire the shares is a listed body corporate; or 
 (c) by issue, exchange and, or transfer of secured instruments of acquirer company with a minimum 

'A' grade rating from a credit rating agency registered with the Board; 
 (d) a combination of clause (a), (b) or (c): 



Provided that where the payment has been made in cash to any class of shareholders for acquiring their 
shares under any agreement or pursuant to any acquisition in the open market or in any other manner 
during the immediately preceding twelve months from the date of public announcement, the letter of offer 
shall provide an option to the shareholders to accept payment either in cash or by exchange of shares or 
other secured instruments referred to above: 

Provided further that the mode of payment of consideration may be altered in case of revision in offer 
price or size subject to the condition that the amount to be paid in cash as mentioned in any announcement 
or the letter of offer is not reduced. 

(3) In case the offer price consists of consideration payable in the form of securities issuance of which 
requires approval of the shareholders, such approval shall be obtained by the acquirer within seven days 
from the date of closure of the offer: 

Provided that in case the requisite approval is not obtained, the acquirer shall pay the entire 
consideration in cash. 

(4) For the purposes of sub-regulation (1), the offer price shall be the highest of— 
 (a) the negotiated price under the agreement referred to in sub-regulation (1) of regulation 14; 
 (b) price paid by the acquirer or persons acting in concert with him for acquisition, if any, including 

by way of allotment in a public or rights preferential issue during the twenty six week period prior 
to the date of public announcement, whichever is higher; 

 (c) the average of the weekly high and low of the closing prices of the shares of the target company as 
quoted on the stock exchange where the shares of the company are most frequently traded during 
the twenty six weeks or the average of the daily high and low of the prices of the shares as quoted 
on the stock exchange where the shares of the company are most frequently traded during the two 
weeks preceding the date of public announcement, whichever is higher. 

Provided that the requirement of average of the daily high and low of the closing prices of the shares as 
quoted on the stock exchange where the shares of the company are most frequently traded during the two 
weeks preceding the date of public announcement, shall not be applicable in case of disinvestment of a 
Public Sector Undertaking. 

Explanation.—In case of disinvestment of a Public Sector Undertaking, the relevant date for 
the calculation of the average of the weekly or daily high and low of the closing prices of the shares of the 
Public Sector Undertaking, as quoted on the stock exchange where its shares are most frequently traded, 
shall be the date preceding the date when the Central Government or the State Government opens the 
financial bid. 

(5) Where the shares of the target company are infrequently traded, the offer price shall be determined 
by the acquirer and the merchant banker taking into account the following factors:— 
 (a) the negotiated price under the agreement referred to in sub-regulation (1) of regulation 14; 
 (b) the highest price paid by the acquirer or persons acting in concert with him for acquisitions, if any, 

including by way of allotment in a public or rights or preferential issue during the twenty six week 
period prior to the date of public announcement; 

 (c) other parameters including return on networth, book value of the shares of the target company, 
earning per share, price earning multiple vis-a-vis the industry average: 

Provided that where considered necessary, the Board may require valuation of such infrequently traded 
shares by an independent merchant banker (other than the manager to the offer) or an independent 
chartered accountant of minimum ten years' standing or a public financial institution. 

Explanation.—(i) For the purpose of sub-regulation (5), shares shall be deemed to be infrequently 
traded if on the stock exchange, the annualised trading turnover in that share during the preceding six 
calendar months prior to the month in which the public announcement is made is less than five per cent (by 
number of shares) of the listed shares. For this purpose, the weighted average number of shares listed 
during the said six months period may be taken. 



(ii) In case of disinvestment of a Public Sector Undertaking, the shares of such an undertaking shall be 
deemed to be infrequently traded, if on the stock exchange, the annualised trading turnover in the shares 
during the preceding six calendar months prior to the month, in which the Central Government or the State 
Government as the case may be opens the financial bid, is less than five per cent (by the number of shares) 
of the listed shares. For this purpose, the weighted average number of shares listed during the six months 
period may be taken. 

(iii) In case of shares, which have been listed within six months preceding the public announcement, 
the trading turnover may be annualised with reference to the actual number of days for which the shares 
have been listed. 

(6) Notwithstanding anything contained in sub-regulation (5), in case of disinvestment of a Public 
Sector Undertaking, whose shares are infrequently traded, the minimum offer price shall be the price paid 
by the successful bidder to the Central Government or the State Government, arrived at after the process of 
competitive bidding of the Central Government or the State Government for the purpose of disinvestment. 

(7) Notwithstanding anything contained in the provisions of sub-regulations (2), (4), (5) and (6), where 
the acquirer has acquired shares in the open market or through negotiation or otherwise, after the date of 
public announcement at a price higher than the offer price stated in the letter of offer, then, the highest price 
paid for such acquisition shall be payable for all acceptances received under the offer: 

Provided that no such acquisition shall be made by the acquirer during the last seven working days 
prior to the closure of the offer. 

Provided further that nothing contained in sub-regulation (7) shall be construed to authorise an acquirer 
who makes a public announcement in terms of sub-regulation (2A) of regulation 11 to acquire any shares 
during the offer period in the open market or through negotiation or in any other manner otherwise than 
under the public offer. 

(8) Any payment made to the persons other than the target company in respect of non compete 
agreement in excess of twenty five per cent of the offer price arrived at under sub-regulations (4) or (5) or 
(6) shall be added to the offer price. 

(9) In case where shares or secured instruments of the acquirer company are offered in lieu of cash 
payment, the value of such shares or secured instruments shall be determined in the same manner as 
specified in sub-regulation (4) or sub-regulation (5) to the extent applicable, as duly certified by an 
independent merchant banker (other than the manager to the offer) or an independent chartered accountant 
of a minimum ten years standing or a public financial institution. 

(10) The offer price for partly paid up shares shall be calculated as the difference between the offer 
price and the amount due towards calls-in-arrears or calls remaining unpaid together with interest, if any, 
payable on the amount called up but remaining unpaid. 

(11) The letter of offer shall contain justification or the basis on which the price has been determined. 
Explanation.—(i) The highest price under clause (b) or the average price under clause (c) of sub-

regulation (4) may be adjusted for quotations, if any, on cum-rights or cum-bonus or cum-dividend basis 
during the said period. 

(ii) Where the public announcement of offer is pursuant to acquisition by way of firm allotment in a 
public issue or preferential allotment, the average price under clause (c) of sub-regulation (4) shall be 
calculated with reference to twenty six week period preceding the date of the board resolution which 
authorised the firm allotment or preferential allotment. 

(iii) Where the shareholders have been provided with an option to accept payment either in cash or by 
way of exchange of security, the pricing for the cash offer could be different from that of a share exchange 
offer or offer for exchange with secured instruments provided that the disclosures in the letter of offer 
contains suitable justification for such differential pricing and the pricing is subject to other provisions of 
this regulation. 

(iv) Where the offer is subject to a minimum level of acceptance, the acquirer may, subject to the other 
provisions of this regulation, indicate a lower price for the minimum acceptance up to twenty per cent, 
should the offer not receive full acceptance. 



(12) The offer price for indirect acquisition or control shall be determined with reference to the date of 
the public announcement for the parent company and the date of the public announcement for acquisition 
of shares of the target company, whichever is higher, in accordance with sub-regulation (4) or sub-
regulation (5). 

20A. Acquisition price under creeping acquisition .—(1) An acquirer who has made a public offer 
and seeks to acquire further shares under sub-regulation (1) of regulation 11 shall not acquire such shares 
during the period of 6 months from the date of closure of the public offer at a price higher than the offer 
price. 

(2) Sub-regulation (1) shall not apply where the acquisition is made through the stock exchanges. 
21. Minimum number of shares to be acquired.—(1) The public offer made by the acquirer to the 

shareholders of the target company shall be minimum twenty per cent of the voting capital of the company. 
(2) If the acquisition made in pursuance of a public offer results in the public shareholding in the target 

company being reduced below the minimum level required as per the Listing Agreement, the acquirer shall 
take necessary steps to facilitate compliance of the target company with the relevant provisions thereof, 
within the time period mentioned therein. 

(3) Where the public offer is made under sub-regulation (2A) of regulation 11 the minimum size of the 
public offer shall be the lesser of the following — 
 (a) twenty per cent of the voting capital of the company; or 
 (b) such other lesser percentage of the voting capital of the company as would, assuming full 

subscription to the offer, enable the acquirer, together with the persons acting in concert with him, 
to increase his holding to the maximum level possible, which is consistent with the target 
company meeting the requirements of minimum public shareholding laid down in the Listing 
Agreement. 

(4) The letter of offer shall state clearly the option available to the acquirer under sub-regulation (3).
(5) For the purpose of computing the percentage referred to sub-regulation (1) and (3) the voting rights 

as at the expiration of fifteen days after the closure of the public offer shall be reckoned. 
(6) Where the number of shares offered for sale by the shareholders are more than the shares agreed to 

be acquired by the person making the offer, such person shall, accept the offers received from the 
shareholders on a proportional basis, in consultation with the merchant banker, taking care to ensure that 
the basis of acceptance is decided in a fair and equitable manner and does not result in non-marketable lots. 

Provided that acquisition of shares from a shareholder shall not be less than the minimum marketable 
lot or the entire holding if it is less than the marketable lot. 

21A. Offer conditional upon level of acceptance.—(1) Subject to the provisions of sub-regulation (8) 
of regulation 22, an acquirer or any person acting in concert with him may make an offer conditional as to 
the level of acceptance which may be less than twenty per cent: 

Provided that where the public offer is in pursuance of a Memorandum of Understanding, the 
Memorandum of Understanding shall contain a condition to the effect that in case the desired level of 
acceptance is not received the acquirer shall not acquire any shares under the Memorandum of 
Understanding and shall rescind the offer. 

22. General Obligations of the acquirer.—(1) The public announcement of offer to acquire the 
shares of the target company shall be made only when the acquirer is able to implement the offer. 

(2) Within 14 days of the public announcement of the offer, the acquirer shall send a copy of the draft 
letter of offer to the target company at its registered office address, for being placed before the board of 
directors and to all the stock exchanges where the shares of the company are listed. 

(3) The acquirer shall ensure that the letter of offer is sent to all the shareholders (including non-
resident Indians) of the target company, whose names appear on the register of members of the company as 
on the specified date mentioned in the public announcement, so as to reach them within 45 days from the 
date of public announcement. 
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Provided that where the public announcement is made pursuant to an agreement to acquire shares or 
control over the target company, the letter of offer shall be sent to shareholders other than the parties to the 
agreement. 

Explanation.—(i) A copy of the letter of offer shall also be sent to the Custodians of Global Depository 
Receipts or American Depository Receipts to enable such persons to participate in the open offer, if they 
are entitled to do so. 

(ii) A copy of the letter of offer shall also be sent to warrant holders or convertible debenture holders, 
where the period of exercise of option or conversion falls within the offer period. 

(4) The date of opening of the offer shall be not later than the fifty fifth day from the date of public 
announcement. 

(5) The offer to acquire shares from the shareholders shall remain open for a period of twenty days. 
(5A) The shareholder shall have the option to withdraw acceptance tendered by him up to three 

working days prior to the date of closure of the offer. 
(6) In case the acquirer is a company, the public announcement of offer, brochure, circular, letter of 

offer or any other advertisement or publicity material issued to shareholders in connection with the offer 
must state that the directors accept the responsibility for the information contained in such documents: 

Provided that if any of the directors desires to exempt himself from responsibility for the information 
in such document, such director shall issue a statement to that effect, together with reasons thereof for such 
statement. 

(7) During the offer period, the acquirer or persons acting in concert with him shall not be entitled to 
be appointed on the board of directors of the target company: 

Provided that in case of acquisition of shares or voting rights or control of a Public Sector Undertaking 
pursuant to a public announcement made under the proviso to sub-regulation (1) of regulation 14, the 
provisions of sub-regulation (8) of regulation 23 shall be applicable: 

Provided further that where the acquirer, other than the acquirer who has made an offer under 
regulation 21 A, after assuming full acceptances, has deposited in the escrow account hundred per cent of 
the consideration payable in cash where the consideration payable is in cash and in the form of securities 
where the consideration payable is by way of issue, exchange or transfer of securities or combination 
thereof, he may be entitled to be appointed on the Board of directors of the target company after a period of 
twenty one days from the date of public announcement. 

(8) Where an offer is made conditional upon minimum level of acceptances, the acquirer or any person 
acting in concert with him— 
 (i) shall, irrespective of whether or not the offer received response to the minimum level of 

acceptances, acquire shares from the public to the extent of the minimum percentage specified in 
sub-regulation (1) of regulation 21 

  Provided that the provisions of this clause shall not be applicable in case the acquirer has 
deposited in the escrow account, in cash, 50% of the consideration payable under the public offer. 

 (ii) shall not acquire, during the offer period, any shares in the target company, except by way of fresh 
issue of shares of the target company, as provided for under Regulation 3; 

 (iii) shall be liable for penalty of forfeiture of entire escrow amount, for the non-fulfillment of 
obligations under the Regulations; 

(9) If any of the persons representing or having interest in the acquirer is already a director on the 
board of the target company or is an "insider" within the meaning of Securities and Exchange Board of 
India (Insider Trading) Regulations, 1992, he shall recuse himself and not participate in any matter(s) 
concerning or 'relating' to the offer including any preparatory steps leading to the offer. 

(10) On or before the date of issue of public announcement of offer, the acquirer shall create an escrow 
account as provided under regulation 28. 

(11) The acquirer shall ensure that firm financial arrangements has been made for fulfilling the 
obligations under the public offer and suitable disclosures in this regard shall be made in the public 
announcement of offer. 



(12) The acquirer shall, within a period of fifteen days from the date of the closure of the offer, 
complete all procedures relating to the offer including payment of consideration to the shareholders who 
have accepted the offer and for the purpose open a special account as provided under regulation 29: 

Provided that where the acquirer is unable to make the payment to the shareholders who have accepted 
the offer before the said period of fifteen days due to non-receipt of requisite statutory approvals, the Board 
may, if satisfied that non-receipt of requisite statutory approvals was not due to any willful default or 
neglect of the acquirer or failure of the acquirer to diligently pursue the applications for such approvals, 
grant extension of time for the purpose, subject to the acquirer agreeing to pay interest to the shareholders 
for delay beyond fifteen days, as may be specified by the Board from time to time. 

(13) Where the acquirer fails to obtain the requisite statutory approvals in time on account of willful 
default or neglect or inaction or non-action on his part, the amount lying in the escrow account shall be 
liable to be forfeited and dealt wit h in the manner provided in clause (e) of sub regulation 12 of regulation 
28, apart from the acquirer being liable for penalty as provided in the Regulations. 

(14) In the event of withdrawal of offer in terms of the Regulations, the acquirer shall not make any 
offer for acquisition of shares of the target company for a period of six months from the date of public 
announcement of withdrawal of offer. 

(15) In the event of non-fulfillment of obligations under Chapter III or Chapter IV of the Regulations, 
the acquirer shall not make any offer for acquisition of shares of any listed company for a period of twelve 
months from the date of closure of offer. 

(16) If the acquirer, in pursuance to an agreement, acquires shares which along with his existing 
holding, if any, increases his share holding beyond 15%, then such an agreement for sale of shares shall 
contain a clause to the effect that in ca se of non-compliance of any provisions of this regulation, the 
agreement for such sale shall not be acted upon by the seller or the acquirer: 

Provided that in case of acquisition of shares of a Public Sector Undertaking pursuant to a public 
announcement made under the Regulations, the provisions of sub-regulation (8) of regulation 23 shall be 
applicable. 

(17) Where the acquirer or persons acting in concert with him has acquired any shares in terms of sub-
regulation (7) of regulation 20 at a price equal to or less or more than the offer price, he shall disclose the 
number, percentage, price and the mode of acquisition of such shares to the stock exchanges on which the 
shares of the target company are listed and to the merchant banker within 24 hours of such acquisition and 
the stock exchanges shall forthwith disseminate such information to the public. 

(18) Where the acquirer has not either, in the public announcement, and, or in the letter of offer, stated 
his intention to dispose of or otherwise encumber any assets of the target company except in the ordinary 
course of business of the target company, the acquirer, where he has acquired control over the target 
company, shall be debarred from disposing of or otherwise encumbering the assets of the target company 
for a period of 2 years from the date of closure of the public offer. 

(19) The acquirer and the persons acting in concert with him shall be jointly and severally responsible 
for fulfillment of obligations under these Regulations. 

23. General Obligations of the Board of directors of the target company.—(1) Unless the approval 
of the general body of shareholders is obtained after the date of the public announcement of offer, the board 
of directors of the target company shall not, during the offer period,— 
 (a) sell, transfer, encumber or otherwise dispose of or enter into an agreement for sale, transfer, 

encumbrance or for disposal of assets otherwise, not being sale or disposal of assets in the 
ordinary course of business, of the company or its subsidiaries; or 

 (b) issue or allot any authorised but unissued securities carrying voting rights during the offer period; 
or 

 (c) enter into any material contracts. 



Explanation.—Restriction on issue of securities under clause (b) of sub-regulation (1) shall not 
affect:— 
 (i) the right of the target company to issue or allot shares carrying voting rights upon conversion of 

debentures already issued or upon exercise of option against warrants, as per pre-determined terms 
of conversion or exercise of option. 

 (ii) issue or allotment of shares pursuant to public or rights issue in respect of which the offer 
document has already been filed with the Registrar of Companies or Stock Exchanges, as the case 
may be. 

(2) The target company shall furnish to the acquirer, within 7 days of the request of the acquirer or 
within 7 days from the specified date, whichever is later, a list of shareholders or warrant holders or 
convertible debenture holders as are eligible for participation under Explanation (ii) to sub-regulation (3) of 
Regulation 22 containing names, addresses, shareholding and folio number, and of those persons whose 
applications for registration of transfer of share s are pending with the company. 

(3) Once the public announcement has been made, the board of directors of the target company shall 
not,— 
 (a) appoint as additional director or fill in any casual vacancy on the board of directors, by any 

person(s) representing or having interest in the acquirer, till the date of certification by the 
merchant banker as provided under sub-regulation (6) below. 

  Provided that upon closure of the offer and the full amount of consideration payable to the 
shareholders being deposited in the special account, changes as would give the acquirer 
representation on the Board or control over the company, c an be made by the target company. 

 (b) allow any person or persons representing or having interest in the acquirer, if he is already a 
director on the board of the target company before the date of the public announcement, to 
participate in any matter relating to the offer, including any preparatory steps leading thereto. 

(4) The Board of directors of the target company may, if they so desire, send their unbiased comments 
and recommendations on the offer(s) to the shareholders, keeping in mind the fiduciary responsibility of the 
directors to the shareholders an d for the purpose seek the opinion of an independent merchant banker or a 
Committee of Independent Directors: 

Provided that for any misstatement or for concealment of material information, the directors shall be 
liable for action in terms of these Regulations and the Act. 

(5) The Board of directors of the target company shall facilitate the acquirer in verification of securities 
tendered for acceptances. 

(6) Upon fulfillment of all obligations by the acquirers under the Regulations as certified by the 
merchant banker, the board of directors of the target company shall transfer the securities acquired by the 
acquirer, whether under the agreement or from open market purchases, in the name of the acquirer and, or 
allow such changes in the board of directors as would give the acquirer representation on the board or 
control over the company. 

(7) The obligations provided for in sub-regulation (16) of regulation 22 shall be complied with by the 
company in the circumstances specified therein. 

(8) The restrictions— 
 (a) for appointment of directors on the Board of a target company by the acquirer under sub-

regulation (7) of regulation 22. 
 (b) for acting on agreement for under sub-regulation (16) of regulation 22; 
 (c) for appointment of directors by the target company under clause (a) of sub-regulation 3 of this 

Regulation; and 
 (d) for on transfer of securities or changes in the Board of Directors of the target company under sub-

regulation (6) of this Regulation, shall not be applicable, in case of sale of shares of a Public 
Sector Undertaking by the Central Government or the State Government, and the agreement to sell 



contains a clause to the effect that in case of non-compliance of any of the provisions of the 
Regulations by the acquirer, transfer of shares or change of management or control of Public 
Sector Undertaking shall vest back with the Central Government or the State Government and the 
acquirer shall be liable to such penalty as may be imposed by the Central Government or the State 
Government 

24. General obligations of the Merchant Banker.—(1) Before the public announcement of offer is 
made, the merchant banker shall ensure that— 
 (a) the acquirer is able to implement the offer; 
 (b) the provision relating to escrow account referred to in Regulation 28 has been made; 
 (c) firm arrangements for funds and money for payment through verifiable means to fulfill the 

obligations under the offer are in place; 
 (d) the public announcement of offer is made in terms of the Regulations. 
 (e) his shareholding, if any in the target company is disclosed in the public announcement and the 

letter of offer. 
(2) The merchant banker shall furnish to the Board a due diligence certificate which shall accompany 

the draft letter of offer. 
(3) The merchant banker shall ensure that the public announcement and the letter of offer is filed with 

the Board, target company and also sent to all the stock exchanges on which the shares of the target 
company are listed in accordance with the Regulations. 

(4) The merchant banker shall ensure that the contents of the public announcement of offer as well as 
the letter of offer are true, fair and adequate and based on reliable sources, quoting the source wherever 
necessary. 

(5) The merchant banker shall ensure compliance of the Regulations and any other laws or rules as 
may be applicable in this regard. 

(5A) The merchant banker shall not deal in the shares of the target company during the period 
commencing from the date of his appointment in terms of regulation 13 till the expiry of the fifteen days 
from the date of closure of the offer. 

(6) Upon fulfillment of all obligations by the acquirers under the Regulations, the merchant banker 
shall cause the bank with whom the escrow amount has been deposited to release the balance amount to the 
acquirers. 

(7) The merchant banker shall send a final report to the Board within 45 days from the date of closure 
of the offer. 

25. Competitive bid.—(1) Any person, other than the acquirer who has made the first public 
announcement, who is desirous of making any offer, shall, within 21 days of the public announcement of 
the first offer, make a public announcement of his offer for acquisition of the shares of the same target 
company. 

Explanation.—An offer made under sub-regulation (1) shall be deemed to be a competitive bid. 
(2) No public announcement for an offer or competitive bid shall be made after 21 days from the date 

of public announcement of the first offer. 
(2A) No public announcement for a competitive bid shall be made after an acquirer has already made 

the public announcement under the proviso to sub-regulation (1) of regulation 14 pursuant to entering into a 
Share Purchase or Shareholders Agreement with the Central Government or the State Government as the 
case may be, for acquisition of shares or voting rights or control of a Public Sector Undertaking. 

(3) Any competitive offer by an acquirer shall be for such number of shares which, when taken 
together with shares held by him along with persons acting in concert with him, shall be at least equal to the 
holding of the first bidder including the number of shares for which the present offer by the first bidder has 
been made. 



(4) Upon the public announcement of a competitive bid or bids, the acquirer(s) who had made the 
public announcement(s) of the earlier offer(s), shall have the option to make an announcement revising the 
offer. 

Provided that if no such announcement is made within fourteen days of the announcement of the 
competitive bid(s), the earlier offer(s) on the original terms shall continue to be valid and binding on the 
acquirer(s) who had made the offer(s) except that the date of closing of the offer shall stand extended to the 
date of closure of the public offer under the last subsisting competitive bid. 

(5) The provisions of these Regulations shall mutatis-mutandis apply to the competitive bid(s) made 
under sub-regulation (1). 

(6) The acquirers who have made the public announcement of offer(s) including the public 
announcement of competitive bid(s) shall have the option to make upward revisions in his offer(s), in 
respect to the price and the number of shares to be acquired, at any time up to seven working days prior to 
the date of closure of the offer: 

Provided that the acquirer shall not have the option to change any other terms and conditions of their 
offer except the mode of payment following an upward revision in offer. 

Provided further that any such upward revision shall be made only upon the acquirer:— 
 (a) making a public announcement in respect of such changes or amendments in all the newspapers in 

which the original public announcement was made; 
 (b) simultaneously with the issue of public announcement referred in clause (a), informing the Board, 

all the stock exchanges on which the shares of the company are listed, and the target company at 
its registered office; 

 (c) increasing the value of the escrow account as provided under sub-regulation (9) of regulation 28. 
(7) Where there is a competitive bid, the date of closure of the original bid as also the date of closure of 

all the subsequent competitive bids shall be the date of closure of public offer under the last subsisting 
competitive bid and the public offers under all the subsisting bids shall close on the same date. 

26. Upward Revision of Offer.—Irrespective of whether or not there is a competitive bid, the acquirer 
who has made the public announcement of offer, may make upward revisions in his offer in respect to the 
price and the number of shares to be acquired, at anytime up to seven working days prior to the date of the 
closure of the offer: 

Provided that any such upward revision of offer shall be made only upon the acquirer— 
 (a) making a public announcement in respect of such changes or amendments in all the newspapers in 

which the original public announcement was made; 
 (b) simultaneously with the issue of such public announcement, informing the Board, all the stock 

exchanges on which the shares of the company are listed, and the target company at its registered 
office. 

 (c) increasing the value of the escrow account as provided under sub-regulation (9) of regulation 28. 
27. Withdrawal of Offer.—(1) No public offer, once made, shall be withdrawn except under the 

following circumstances:— 
 (a) [Omitted] 
 (b) the statutory approval(s) required have been refused; 
 (c) the sole acquirer, being a natural person, has died; 
 (d) such circumstances as in the opinion of the Board merits withdrawal. 

(2) In the event of withdrawal of the offer under any of the circumstances specified under sub-
regulation (1), the acquirer or the merchant banker shall:— 
 (a) make a public announcement in the same newspapers in which the public announcement of offer 

was published, indicating reasons for withdrawal of the offer. 



 (b) simultaneously with the issue of such public announcement, inform— 
 (i) the Board; 
 (ii) all the stock exchanges on which the shares of the company are listed; and 
 (iii) the target company at its registered office. 
 28. Provision of Escrow 

(1) The acquirer shall as and by way of security for performance of his obligations under the 
Regulations, deposit in an escrow account such sum as specified in sub-regulation (2). 

(2) The escrow amount shall be calculated in the following manner,— 
 (a) For consideration payable under the public offer,— 
  up to and including Rs. 100 crores — 25%; 
  exceeding Rs. 100 crores — 25% up to Rs.100 crores and 10% thereafter. 
 (b) For offers which are subject to a minimum level of acceptance, and the acquirer does not want to 

acquire a minimum of 20%, then 50% of the consideration payable under the public offer in cash 
shall be deposited in the escrow amount. 

(3) The total consideration payable under the public offer shall be calculated assuming full acceptances 
and at the highest price if the offer is subject to differential pricing, irrespective of whether the 
consideration for the offer is payable in cash or otherwise. 

(4) The escrow account referred in sub-regulation (1) shall consist of,— 
 (a) cash deposited with a scheduled commercial bank; or 
 (b) bank guarantee in favour of the merchant banker; or 
 (c) deposit of acceptable securities with appropriate margin, with the merchant banker; or 
 (d) cash, deposited with a scheduled commercial bank in case of clause (b) of sub-regulation (2) of 

this Regulation. 
(5) Where the escrow account consists of deposit with a scheduled commercial bank, the acquirer 

shall, while opening the account, empower the merchant banker appointed for the offer to instruct the bank 
to issue a banker's cheque or demand draft for the amount lying to the credit of the escrow account, as 
provided in the Regulations. 

(6) Where the escrow account consists of bank guarantee, such bank guarantee shall be in favour of the 
merchant banker and shall be valid at least for a period commencing from the date of public announcement 
until twenty days after the closure of the offer. 

(7) The acquirer shall, in case the escrow account consists of securities empower the merchant banker 
to realise the value of such escrow account by sale or otherwise provided that if there is any deficit on 
realisation of the value of the securities, the merchant banker shall be liable to make good any such deficit. 

(8) In case the escrow account consists of bank guarantee or approved securities, these shall not be 
returned by the merchant banker till after completion of all obligations under the Regulations. 

(9) In case there is any upward revision of offer, consequent upon a competitive bid or otherwise, the 
value of the escrow account shall be increased to equal at least 10% of the consideration payable upon such 
revision. 

(10) Where the escrow account consist of bank guarantee or deposit of approved securities, the 
acquirer shall also deposit with the bank a sum of at least 1% of the total consideration payable, as and by 
way of security for fulfillment of the obligations under the Regulations by the acquirers. 

(11) The Board shall in case of non-fulfillment of obligations under the Regulations by the acquirer 
forfeit the escrow account either in full or in part. 

(11A) In case of failure by the acquirer to obtain shareholders' approval required under sub-regulation 
(3) of regulation 20, the amount in escrow account may be forfeited. 



(12) The escrow account deposited with the bank in cash shall be released only in the following 
manner,— 
 (a) the entire amount to the acquirer upon withdrawal of offer in terms of regulation 27 upon 

certification by the merchant banker; 
 (b) for transfer to the special account opened in terms of sub-regulation (1) of regulation 29: 
  Provided the amount so transferred shall not exceed 90% of the cash deposit made under clause 

(a) of sub-regulation (2) of this regulation; 
 (c) to the acquirer, the balance of 10 per cent of the cash deposit made under clause (a) of sub-

regulation (2) of this Regulation or the cash deposit made under sub-regulation (10) of this 
Regulation, on completion of all obligations under the Regulations, and upon certification by the 
merchant banker; 

 (d) the entire amount to the acquirer upon completion of all obligations under the Regulations, upon 
certification by the merchant banker, where the offer is for exchange of shares or other secured 
instruments; 

 (e) the entire amount to the merchant banker, in the event of forfeiture for non-fulfillment of any of 
the obligations under the Regulations, for distribution among the target company, the regional 
stock exchange and to the shareholders who had accepted the offer in the following manner, after 
deduction of expenses, if any, of the merchant banker and the registrars to the offer,— 

 (i) one third of the amount to the target company; 
 (ii) one third of the amount to the regional stock exchange for credit of the investor protection 

fund or any other similar fund for investor education, research, grievance redressal and similar 
such purposes as may be specified by the Board from time to time; 

 (iii) residual one third to be distributed pro-rata among the shareholders who have accepted the 
offer. 

(13) In the event of non-fulfillment of obligations by the acquirer, the merchant banker shall ensure 
realisation of escrow amount by way of foreclosure of deposit, invocation of bank guarantee or sale of 
securities and credit proceeds thereof t o the regional stock exchange of the target company, for the credit 
of the Investor Protection Fund or any other similar fund. 

29. Payment of consideration.—(1) For the amount of consideration payable in cash, the acquirer 
shall, within a period of seven days from the date of closure of the offer, open a special account with a 
Bankers to an Issue registered with the Board and deposit therein, such sum as would, together with 90% of 
the amount lying in the escrow account, if any, make up the entire sum due and payable to the shareholders 
as consideration for acceptances received and accepted in terms of these Regulations and for this purpose, 
transfer the funds from the escrow account. 

(2) The unclaimed balance lying to the credit of the account referred in sub-regulation (1) at the end of 
3 years from the date of deposit thereof shall be transferred to the investor protection fund of the regional 
stock exchange of the target company. 

(3) In respect of consideration payable by way of exchange of securities, the acquirer shall ensure that 
the securities are actually issued and despatched to the shareholders. 

Chapter IV 
Bail out takeovers 

30. Bail out takeovers.—(1) The provisions of this Chapter shall apply to a substantial acquisition of 
shares in a financially weak company not being a sick industrial company, in pursuance to a scheme of 
rehabilitation approved by a public financial institution or a scheduled bank; (hereinafter referred to as lead 
institution). 

(2) The lead institution shall be responsible for ensuring compliance with the provisions of this 
Chapter. 



(3) The lead institution shall appraise the financially weak company taking into account the financial 
viability, and assess the requirement of funds for revival and draw up the rehabilitation package on the 
principle of protection of interests of minority shareholders, good management, effective revival and 
transparency. 

(4) The rehabilitation scheme shall also specifically provide the details of any change in management. 
(5) The scheme may provide for acquisition of shares in the financially weak company in any of the 

following manner:— 
 (a) outright purchase of shares, or 
 (b) exchange of shares, or 
 (c) combination of both: 

Provided that the scheme as far as possible may ensure that after the proposed acquisition the erstwhile 
promoters do not own any shares in case such acquisition is made by the new promoters pursuant to such 
scheme. 

Explanation.—For the purpose of this chapter, the expression "financially weak company" means a 
company, which has at the end of the previous financial year accumulated losses, which has resulted in 
erosion of more than 50% but less than 100% of its net worth as at the beginning of the previous financial 
year, that is to say, of the sum total of the paid-up capital and free reserves. 

31. Manner of acquisition of shares.—(1) Before giving effect to any scheme of rehabilitation the 
lead institution shall invite offers for acquisition of shares from at least three parties. 

(2) After receipt of the offers under sub-regulation (1), the lead institution shall select one of the parties 
having regard to the managerial competence, adequacy of financial resources and technical capability of the 
person acquiring shares to rehabilitate the financially weak company. 

(3) The lead institution shall provide necessary information to any person intending to make an offer to 
acquire shares about the financially weak company and particularly in relation to its present management, 
technology, range of products manufactured, shareholding pattern, financial holding and performance and 
assets and liabilities of such company for a period covering five years from the date of the offer as also the 
minimum financial and other commitments expected of from the person acquiring shares for such 
rehabilitation. 

32. Manner of evaluation of bids.—(1) The lead institution shall evaluate the bids received with 
respect to the purchase price or exchange of shares, track record, financial resources, reputation of the 
management of the person acquiring shares and ensure fairness and transparency in the process. 

(2) After making evaluation as provided in sub-regulation (1), the offers received shall be listed in 
order of preference and after consultation with the persons in the affairs of the management of the 
financially weak company accept one of the bids. 

33. Person acquiring shares to make an offer.—The person acquiring shares who has been identified 
by the lead institution under sub-regulation (2) of regulation 32, shall on receipt of a communication in this 
behalf from the lead institution make a formal offer to acquire shares from the promoters or persons in 
charge of the affairs of the management of the financially weak company, financial institutions and also 
other shareholders of the company at a price determined by mutual negotiation between the person 
acquiring the shares and the lead institution. 

Explanation.—Nothing in this regulation shall prohibit the lead institution offering the shareholdings 
held by it in the financially weak company as part of the scheme of rehabilitation. 

34. Person acquiring shares to make public announcement.—(1) The person acquiring shares from 
the promoters or the persons in charge of the management of the affairs of the financially weak company or 
the financial institution shall make a public announcement of his intention for acquisition of shares from 
the other shareholders of the company. 

(2) Such public announcement shall contain relevant details about the offer including the information 
about the identity and background of the person acquiring shares, number and percentage of shares 



proposed to be acquired, offer price, the specified date, the date of opening of the offer and the period for 
which the offer shall be kept open and such other particulars as may be required by the board. 

(3) The letter of offer shall be forwarded to each of the shareholders other than the promoters or the 
persons in charge of management of the financially weak company and the financial institutions. 

(4) If the offer referred to in sub-regulation (1) results in the public shareholding being reduced to 10% 
or less of the voting capital of the company, the acquirer shall either:— 
 (a) within a period of three months from the date of closure of the public offer, make an offer to buy 

out the outstanding shares remaining with the shareholders at the same offer price, which may 
have the effect of delisting the target company; OR 

 (b) undertake to disinvest through an offer for sale or by a fresh issue of capital to the public which 
shall open within a period of 6 months from the date of closure of public offer, such number of 
shares so as to satisfy the listing requirements. 

(5) The letter of offer shall state clearly the option available to the acquirer under sub-regulation (4). 
(6) For the purposes of computing the percentage referred to in the sub-regulation (4), the voting rights 

as at the expiration of twenty days after the closure of the public offer shall be reckoned. 
(7) While accepting the offer from the shareholders other than the promoters or persons in charge of 

the financially weak company or the financial institutions, the person acquiring shares shall offer to acquire 
from the individual shareholder his entire holdings if such holding is up to hundred shares of the face value 
of rupees ten each or ten shares of the face value of rupees hundred each. 

35. Competitive Bid.—No person shall make a competitive bid for acquisition of shares of the 
financially weak company once the lead institution has evaluated the bid and accepted the bid of the 
acquirer who has made the public announcement of offer for acquisition of shares from the shareholders 
other than the promoters or the persons in charge of the management of the financially weak company. 

36. Exemption from the operations of Chapter III.—(1) Every offer which has been made in 
pursuance of Regulation 30 shall be accompanied with an application to the Board for exempting such 
acquisitions from the provisions of Chapter III of these Regulations. 

(2) For considering such request the Board may call for such information from the company as also 
from the lead institution, in relation to the manner of vetting the offers, evaluation of such offers and 
similar other matters. 

(3) Notwithstanding grant of exemption by the board, the lead institution or the acquirer as far as may 
be possible, shall adhere to the time limits specified for various activities for public offer specified in 
Chapter III. 
 37. Acquisition of shares by a state level public financial institution 

Where proposals for acquisition of shares in respect of a financially weak company is made by a state 
level public financial institution, the provisions of these Regulations in so far as they relate to scheme of 
rehabilitation prepared by a public financial institution, shall apply except that in such a case the Industrial 
Development Bank of India, a corporation established under the Industrial Development Bank of India Act, 
1964 shall be the agency for ensuring the compliance of these Regulations for acquisition of shares in the 
financially weak company. 

Chapter V 
Investigation and action by the Board 

38. Board's right to investigate.—The Board may appoint one or more persons as investigating 
officer to undertake investigation for any of the following purposes, namely:— 
 (a) to investigate into the complaints received from the investors, the intermediaries or any other 

person on any matter having a bearing on the allegations of substantial acquisition of shares and 
takeovers; 



 (b) to investigate suo moto upon its own knowledge or information, in the interest of securities market 
or investors interests, for any breach of the Regulations; 

 (c) to ascertain whether the provisions of the Act and the Regulations are being complied with. 
39. Notice before investigation.—(1) Before ordering an investigation under regulation 38, the Board 

shall give not less than 10 days notice to the acquirer, the seller, the target company, the merchant banker, 
as the case may be. 

(2) Notwithstanding anything contained in sub-regulation (1), where the Board is satisfied that in the 
interest of the investors no such notice should be given, it may, by an order in writing direct that such 
investigation be taken up without such notice. 

(3) During the course of an investigation, the acquirer, the seller, the target company, the merchant 
banker, against whom the investigation is being carried out shall be bound to discharge his obligation as 
provided in regulation 40. 

40. Obligations on investigation by the Board.—(1) It shall be the duty of the acquirer, the seller, the 
target company, the merchant banker whose affairs are being investigated and of every director, officer and 
employee thereof, to produce to the investigating officer such books, securities, accounts, records and other 
documents in its custody or control and furnish him with such statements and information relating to his 
activities as the investigating officer may require, within such reasonable period as the investigating officer 
may specify. 

(2) The acquirer, the seller, the target company, the merchant banker and the persons being 
investigated shall allow the investigating officer to have reasonable access to the premises occupied by him 
or by any other person on his behalf and also extend reasonable facility for examining any books, records, 
documents and computer data in the possession of the acquirer, the seller, the target company, the merchant 
banker or such other person and also provide copies of documents or other materials which, in the opinion 
of the investigating officer are relevant for the purposes of the investigation. 

(3) The investigating officer, in the course of investigation, shall be entitled to examine or to record the 
statements of any director, officer or employee of the acquirer, the seller, the target company, the merchant 
banker. 

(4) It shall be the duty of every director, officer or employee of the acquirer, the seller, the target 
company, the merchant banker to give to the investigating officer all assistance in connection with the 
investigation, which the investigating officer may reasonably require. 

41. Submission of Report to the Board.—The investigating officer shall, as soon as possible, on 
completion of the investigation, submit a report to the Board: Provided that if directed to do so by the 
Board, he may submit interim reports. 

42. Communication of findings.—(1) The Board shall, after consideration of the investigation report 
referred to in Regulation 41, communicate the findings of the investigating officer to the acquirer, the 
seller, the target company, the merchant banker, as the case may be, and give him an opportunity of being 
heard. 

(2) On receipt of the reply if any, from the acquirer, the seller, the target company, the merchant 
banker, as the case may be, the Board may call upon him to take such measures as the Board may deem fit 
in the interest of the securities market and for due compliance with the provisions of the Act and the 
Regulations. 

43. Appointment of Auditor.—Notwithstanding anything contained in this Regulation, the Board 
may appoint a qualified auditor to investigate into the books of account or the affairs of the person 
concerned: Provided that the auditor so appointed shall have the same powers of the investigating authority 
as stated in regulation 38 and the obligations of the person concerned in regulation 40 shall be applicable to 
the investigation under this Regulation. 

44. Directions by the Board.—Without prejudice to its right to initiate action under Chapter VIA 
and section 24 of the Act, the Board may, in the interest of securities market or for protection of interest of 
investors, issue such directions as it deems fit including:— 



 (a) directing appointment of a merchant banker for the purpose of causing disinvestment of shares 
acquired in breach of regulations 10, 11 or 12 either through public auction or market mechanism, 
in its entirety or in small lots or through offer for sale; 

 (b) directing transfer of any proceeds or securities to the investors protection Fund of a recognised 
stock exchange; 

 (c) directing the target company or depository to cancel the shares where an acquisition of shares 
pursuant to an allotment is in breach of regulations 10, 11 or 12; 

 (d) directing the target company or the depository not to give effect to transfer or further freeze the 
transfer of any such shares and not to permit the acquirer or any nominee or any proxy of the 
acquirer to exercise any voting or other rights attached to such shares acquired in violation of 
regulations 10, 11 or 12; 

 (e) debarring any person concerned from accessing the capital market or dealing in securities for such 
period as may be determined by the Board; 

 (f) directing the person concerned to make public offer to the shareholders of the target company to 
acquire such number of shares at such offer price as determined by the Board; 

 (g) directing disinvestment of such shares as are in excess of the percentage of the shareholding or 
voting rights specified for disclosure requirement under the regulations 6, 7 or 8; 

 (h) directing the person concerned not to dispose of assets of the target company contrary to the 
undertaking given in the letter of offer; 

 (i) directing the person concerned, who has failed to make a public offer or delayed the making of a 
public offer in terms of these Regulations, to pay to the shareholders, whose shares have been 
accepted in the public offer made after the delay, the consideration amount along with interest at 
the rate not less than the applicable rate of interest payable by banks on fixed deposits. 

45. Penalties for non-compliance.—(1) Any person violating any provisions of the Regulations shall 
be liable for action in terms of the Regulations and the Act. 

(2) If the acquirer or any person acting in concert with him, fails to carry out the obligations under the 
Regulations, the entire or part of the sum in the escrow amount shall be liable to be forfeited and the 
acquirer or such a person shall also be liable for action in terms of the Regulations and the Act. 

(3) The Board of directors of the target company failing to carry out the obligations under the 
Regulations shall be liable for action in terms of the Regulations and Act. 

(4) The Board may, for failure to carry out the requirements of the Regulations by an intermediary, 
initiate action for suspension or cancellation of registration of an intermediary holding a certificate of 
registration under section 12 of the Act: 

Provided that no such certificate of registration shall be suspended or cancelled unless the procedure 
specified in the Regulations applicable to such intermediary is complied with. 

(5) For any mis-statement to the shareholders or for concealment of material information required to be 
disclosed to the shareholders, the acquirers or the directors where he acquirer is a body corporate, the 
directors of the target company, the merchant banker to the public offer and the merchant banker engaged 
by the target company for independent advice would be liable for action in terms of the Regulations and the 
Act. 

(6) The penalties referred to in sub-regulation (1) to (5) may include— 
 (a) criminal prosecution under section 24 of the Act; 
 (b) monetary penalties under section 15H of the Act; 
 (c) directions under the provisions of Section 11B of the Act; 
 (d) directions under section 11(4) of the Act; 
 (e) cease and desist order in proceedings under section 11D of the Act; 
 (f) adjudication proceedings under section 15HB of the Act. 



46. Appeal to the Securities Appellate Tribunal.—Any person aggrieved by an order of the Board 
made, on and after the commencement of the Securities Laws (Second Amendment) Act, 1999, (i.e., after 
16th December 1999), under these regulations may prefer an appeal to a Securities Appellate Tribunal 
having jurisdiction in the matter. 

47. Repeal and Saving.—(1) The Securities and Board of India (Substantial Acquisition of Shares and 
Takeovers) Regulations, 1994 are hereby repealed. 

(2) Notwithstanding such repeal:— 
 (a) Anything done or any action taken or purported to have been done or taken including approval of 

letter of offer, exemption granted, fees collected any adjudication, enquiry or investigation 
commenced or show cause notice issued under the said regulations shall be deemed to have been 
done or taken under the corresponding provisions of these regulations; 

 (b) Any application made to the Board under the said regulations and pending before it shall be 
deemed to have been made under the corresponding provisions of these regulations; 

 (c) Any appeals preferred to the Central Government under the said regulations and pending before it 
shall be deemed to have been preferred under the corresponding provisions of these regulations. 

Note: 
The SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 1997 were published in the 

Gazette of India on 20th February 1997, vide S.O. No. 124(E). Subsequently a Corrigendum was published 
in the Gazette of India, Extra-Ordinary on 6th February 1998 vide S.O. No. 106(E). The said Regulations 
were subsequently amended by:— 
 1. SEBI (Substantial Acquisition of Shares and Takeovers)(Amendment) Regulations, 1998 

published in the Official Gazette vide S.O. 930(E) dated 28th October 1998. 
 2. SEBI (Appeal to the Securities Appellate Tribunal) (Amendment) Regulations, 2000, published in 

the Official Gazette vide S.O.278(E) dated 28th March 2000. 
 3. SEBI (Substantial Acquisition of Shares and Takeovers) (Amendment) Regulations, 2000 

published in the Official Gazette vide S.O. 1178 (E) dated 30th December 2000. 
 4. SEBI (Substantial Acquisition of Shares and Takeovers) (Amendment) Regulations, 2001 

published in the Official Gazette vide S.O. 791 (E) dated 17th August 2001. 
 5. SEBI (Substantial Acquisition of Shares and Takeovers) (Second Amendment) Regulations, 2001 

published in the Official Gazette vide S.O. 875 (E) dated 12th September 2001. 
 6. SEBI (Substantial Acquisition of Shares and Takeovers) (Third Amendment) Regulations, 2001 

published in the Official Gazette vide S.O. 1058 (E) dated 24th October 2001. 
 7. SEBI (Substantial Acquisition of Shares and Takeovers) (Amendment) Regulations, 2002 

published in the Official Gazette vide S.O. 127(E) dated 29th January 2002. 
 8. SEBI (Substantial Acquisition of Shares and Takeovers) (Second Amendment) Regulations, 2002 

published in the Official Gazette vide S.O. 954(E) dated 9th September 2002. 
 9. SEBI (Substantial Acquisition of Shares and Takeovers) (Third Amendment) Regulations, 2002 

published in the Official Gazette vide S.O.1328 (E) dated 18th December, 2002. 
 10. SEBI (Substantial Acquisition of Shares and Takeovers) (Amendment) Regulations, 2004 

published in the Official Gazette vide S.O. 982 (E) dated 30th August, 2004. 
 11. SEBI (Substantial Acquisition of Shares and Takeovers) (Second Amendment) Regulations, 2004 

published in the Official Gazette vide S.O.5 (E) dated 30th December, 2004. 
 12. SEBI (Substantial Acquisition of Shares and Takeovers) (Amendment) Regulations, 2006 

published in the Official Gazette vide S.O. 807 (E) dated 26th May, 2006. 
 13. SEBI (Substantial Acquisition of Shares and Takeovers) (Amendment) Regulations, 2006 

published in the Official Gazette vide S.O. 1330(E) dated 21st August, 2006. 
 



 

Appendix 5 
Disclosure of details of acquisition to the company concerned and stock 

exchanges where the shares of the company are listed u/r 7(1) 
 1. Name of the Target Company. 
 2. Name of the acquirer and PAC with the acquirer. 
 3. Details of the acquisition as follows:— Number % w.r.t. total paid up capital of Target Co. 
 (a) Shares/Voting rights (VR) before acquisition under consideration; 
 (b) Shares/voting rights acquired; 
 (c) Shares/VR after acquisition. 
 4. Mode of acquisition (e.g. open market/public issue/rights issue/preferential allotment/inter se 

transfer, etc.). 
 5. Date of acquisition of shares/VR or date of receipt of intimation of allotment of shares, whichever 

is applicable. 
 6. Paid up capital/total voting capital of the target company before the said acquisition. 
 7. Paid up capital/total voting capital of the target company after the said acquisition. 
Notes.— 
 1. The disclosure shall be made whenever the post acquisition holding crosses 5%, 10% and 14% of 

the total paid up capital of the target company within 2 days of the acquisition. 
 2. The stock exchange shall immediately display the above information on the trading screen, notice 

board and also on its website. 
Signature of the Acquirer/Authorised Signatory 
Place: 
Date: 

Appendix 6 
Disclosure of purchase or sale of shares in a target company of every 2% 

or more u/r 7(1A) to the company and the stock exchanges 
 1. Name of the Target Company. 
 2. Name of the acquirer and PACs with the acquirer. 
 3. Details of the acquisition as follows: No. of shares % w.r.t. total paid up capital of Target Co. 
 (a) Shares/Voting Rights (VR) before acquisition/sale under consideration; 
 (b) Shares/voting rights acquired/sold; 
 (c) Shares/VR after acquisition/sale. 
 4. Mode of acquisition (e.g. open market/public issue/rights issue/preferential allotment/interse 

transfer, etc). 
 5. Mode of sale (e.g. open market/MOU/off market, etc.). 
 6. Date of acquisition/sale of shares/VR or date of receipt of intimation of allotment of shares, 

whichever is applicable. 
 7. Paid up capital/total voting capital of the target company before the said acquisition/sale. 
 8. Paid up capital/total voting capital of the target company after the said acquisition/sale. 
Notes.— 
 1. The disclosure shall be made within 2 days of acquisition/sale. 



 2. The term 'acquirer' shall also include a pledgee, other than a bank or a financial institution and 
such pledgee shall make disclosure to the target company and the stock exchange within 2 days of 
creation of pledge. 

 3. The stock exchange shall immediately display the above information on the trading screen, notice 
board and also on its website. 

Signature of the Acquirer/Authorised Signatory 
Place: 
Date: 

 
Appendix 7 

Format for disclosure of details of acquisition to stock exchanges by 
target company u/r 7(3) 

Name of Target Company  
Date of reporting  
Name of Stock exchanges where shares of reporting company are listed  
Details of the acquisition/sale received in terms of regulation 7(1); and 
7(1A) 

 

Names of the acquirers/sellers and PACs with them   
Date of acquisition/sale   
Date of receipt of intimation of allotment by acquirer/seller   
Mode of acquisition (e.g. open market/public issue/rights 
issue/preferential allotment/interse transfer, etc). 

  

Mode of sale (e.g. open market/MOU/off market, etc.)   
 

Particulars of acquisition/sale Number % w.r.t. total 
paid up capital of 
Target Company 

 (a) Shares/Voting rights (VR) of the acquirer/seller before 
acquisition/sale 

 

 (b) Shares/Voting rights acquired/sold  
 (c) Shares/VR of the acquirer/seller after acquisition/sale  
Paid up capital/total voting capital of the target company before the said 
acquisition. 

 

Paid up capital/total voting capital of the target company after the said 
acquisition. 

 

Note.—The disclosure shall be made within 7 days of receipt of information u/r 7(1) and 7(1A). 
Signature of the Authorised Signatory  
Place: 
Date: 

 

Appendix 8 
Disclosure of share holding to target company u/r 8(1) and 8(2) 

Name of Target Company  
Particulars of the shareholder:  
1.Name of person holding more than 15% shares or voting rights.  



 

Or  
2.Name of promoter or every person having control over a company 
and also names of persons acting in concert with him. 

 

Particulars of the shareholding No. of 
shares 

% of shares/voting 
rights to total paid up 
capital of Target 
Company 

1.Share holding/voting rights of persons mentioned at (a) above as 
on March 31 of the year. 

 

2.Share holding or voting rights held by persons mentioned at (b) 
above as on March 31st/record date in accordance with Regulations. 

 

Signature of Authorized Signatory: 
Place: 
Date: 

Appendix 9 
Format for informing details of share holding [obtained u/r 8(1) and 8(2) from 

acquirer(s)] by Target Company to stock exchanges u/r 8(3) 
Name of the Target Company (Reporting company) 

Date of reporting 
Name of Stock exchanges where shares of reporting company are listed. 
(I) Information about persons holding more than 15% shares or voting rights (VR) 
Names 
of 
persons 
holding 
more 
than 
15% 
shares or 
voting 
rights. 

Details of Share holding/Voting rights (in Number and %) of persons mentioned at (A) as informed u/r 8(1) to target 
company) 

  

Names As on March 31 
(Current year)  

 

As on March 31 
(Previous year) 

 

Changes, if any, 
between (A) and 

(B)  
 

As on record date 
for dividend 

(current year)  
 

As on record date 
for dividend 

(previous year) 

Changes, if any 
Between 

(D) and (E)  
 

 (A) (B) (C) (D) (E) (F) 
 Share/ 

VR 
% Share/ 

VR 
% Share/ 

VR 
% Share/ 

VR 
% Share/ 

VR 
% Share/ 

VR 
% 

(II) Promoter(s) or every person having control over a company and also persons acting in concert with him  
Names 
of pro-
moters 
or every 
persons 
having 
control 
over a 
compan
y and 
persons 
acting in 
concert 
with 
him  

Share holding/Voting rights (in number and %) of persons mentioned at (II) as informed to target company u/r 8(2) 



 

 As on March 31 
(Current year)  

 

As on March 31 
(previous year) 

 

Changes, if any, 
between (A) & 

(B)  

As on record date 
for dividend 

(current year) 

As on record date 
for dividend 

(previous year) 

Changes, if any 
Between (D) & (E) 

 
 (A) (B) (C) (D) (E) (F) 
 Share/ 

VR 
% Share/ 

VR 
% Share/ 

VR 
% Share/ 

VR 
% Share/ 

VR 
% Share/ 

VR 
% 

Signed by Authorised Signatory: 
Place: 
Date: 

 
Appendix 10 

Format of the Register to be maintained u/r 8(4) 
I. Format for maintaining the information furnished to the listed company in accordance with 
regulation 7(1)  

Sl. 
No 

Name of 
acquirer 

No. and% of 
shares or 

voting rights 
if, any held 
by acquirer 

prior to 
acquisition 

No. and % 
of shares 
or voting 

rights 
acquired 

by acquirer 

Date of 
acquisition/

date of 
receipt of 
intimation 

of 
allotment 
of shares 
stated at 
(D) to 

acquirers 

No. and% of 
aggregate 
shares or 

voting rights 
acquisition 

stated at (D) 

Whether 
informed 

to 
company 
within 4 
working 

days from 
(E). 

(Yes/No) 
Specify 

date 

Whether 
informati
on sent to 

SEs 
within 7 
days of 

receipt of 
informati
on at (G). 
(Yes/No) 
Specify 

date 

No. of 
days 
(H) -
(G) 

If (I) > 
7 days 
reason 

for 
delay 

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) 
          
          
          
          

Notes.— 
 (i) If Acquirer(s) is, a company, give name of its promoters and persons having control of that 

company. 
 (ii) Percentage to be calculated with respect to total paid up capital/total voting rights of the target 

company. 
II. Format for maintaining the information furnished to the listed company in accordance with 
Regulations 8(1) and 8(2) 

Specify whether disclosure is as on March 31…. (Specify the financial year) or as on the record date 
…… (Specify the record date), [i.e. both are status dates] 

(A) Sr. No. 
(B) Name of— 

 (a) promoter(s) or person(s) having control over the company 
 (b) person who holds more than 15% shares or voting rights in the company 
 (c) persons acting in concert with (a)/(b) above. 

(C) No. and % of shares or voting rights held by each person(s) under (B)(a)/(B)(b) individual and 
collectively for persons acting in concert with him.  

(D) Whether informed by (B) to company within 21 days from the status date (Yes/No) 



 
 

(E) Whether information given to SEs by company within 30 days from the status dates (Yes/No) 
Specify date when information sent to SEs. 

(F) No. of days (E) - (status date) 
(G) If (F) > 30 days, reasons for delay 

Notes.— 
 (i) If promoter or persons having control over the company under reference is also a company then 

give name of its promoter and persons having control of it. 
 (ii) Percentage to be calculated with respect to total paid up capital/total voting rights of the target 

company. 
 

Appendix 11 
FREQUENTLY ASKED QUESTIONS ON  

TAKEOVERS & SUBSTANTIAL ACQUISITION OF SHARES 
 
1. What is meant by Takeovers & Substantial acquisition of shares? 
          When an "acquirer" takes over the control of the "target company", it is termed as Takeover. When 
an acquirer acquires "substantial quantity of shares or voting rights" of the Target Company, it results into 
substantial acquisition of shares. The term "Substantial" which is used in this context has been clarified 
subsequently. 
2. What is a Target company? 
          A Target company is a listed company i.e. whose shares are listed on any stock exchange and whose 
shares or voting rights are acquired/ being acquired or whose control is taken over/being taken over by an 
acquirer. 
3. Who is an Acquirer? 
         An Acquirer means (includes persons acting in concert (PAC) with him) any individual/company/any 
other legal entity which intends to acquire or acquires substantial quantity of shares or voting rights of 
target company or acquires or agrees to acquire control over the target company 
4. What is meant by the term "Persons Acting in Concert (PACs)" 
        PACs are individual(s)/company(ies)/ any other legal entity(ies) who are acting together for a common 
objective or for a purpose of substantial acquisition of shares or voting rights or gaining control over the 
target company pursuant to an agreement or understanding whether formal or informal. Acting in concert 
would imply co-operation, co-ordination for acquisition of voting rights or control. This co-operation/ co-
ordinated approach may either be direct or indirect. 
         The concept of PAC assumes significance in the context of substantial acquisition of shares since it is 
possible for an acquirer to acquire shares or voting rights in a company "in concert" with any other person 
in such a manner that the acquisition made by them may remain individually below the threshold limit but 
may collectively exceed the threshold limit. 
         Unless the contrary is established certain entities are deemed to be persons acting in concert like 
companies with its holding company or subsidiary company, mutual funds with its sponsor / trustee/ Asset 
management company, etc. 
5. How substantial quantity of shares or voting rights is defined? 
        The SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 1997 has defined 
substantial quantity of shares or voting rights distinctly for two different purposes: 
 
(I) Threshold of disclosure to be made by acquirer(s): 

1) 5% and more shares or voting rights: A person who, alongwith PAC, if any, (collectively referred 
to as " Acquirer" hereinafter) acquires shares or voting rights (which when taken together with his 
existing holding) would entitle him to more than 5% or 10% or 14% shares or voting rights of 
target company, is required to disclose at every stage the aggregate of his shareholding to the 



target company and the Stock Exchanges within 2 days of acquisition or receipt of intimation of 
allotment of shares. 

2) Any person who holds more than 15% but less than 55% shares or voting rights of target 
company, and who purchases or sells shares aggregating to 2% or more shall within 2 days 
disclose such purchase/ sale along with the aggregate of his shareholding to the target company 
and the Stock Exchanges. 

3) Any person who holds more than 15% shares or voting rights of target company and a promoter 
and person having control over the target company, shall within 21 days from the financial year 
ending March 31 as well as the record date fixed for the purpose of dividend declaration, disclose 
every year his aggregate shareholding to the target company. 

4) The Target company, in turn, is required to inform all the stock exchanges where the shares of 
target company are listed, every year within 30 days from the financial year ending March 31 as 
well as the record date fixed for the purpose of dividend declaration. 

(II) Trigger point for making an open offer by an acquirer 
1) 15% shares or voting rights: An acquirer who intends to acquire shares which alongwith his 

existing shareholding would entitle him to exercise 15% or more voting rights, can acquire such 
additional shares only after making a public announcement (PA) to acquire atleast additional 20% 
of the voting capital of target company from the shareholders through an open offer. 

2) Creeping acquisition limit: An acquirer who holds 15% or more but less than 55% of shares or 
voting rights of a target company, can acquire such additional shares as would entitle him to 
exercise more than 5% of the voting rights in any financial year ending March 31 only after 
making a public announcement to acquire atleast additional 20% shares of target company from 
the shareholders through an open offer. 

3) Consolidation of holding: An acquirer who holds 55% or more but less than 75% shares or voting 
rights of a target company, can acquire further shares or voting rights only after making a public 
announcement to acquire atleast additional 20% shares of target company from the shareholders 
through an open offer. 

6. How is "control" defined? 
         Control includes the right to appoint directly or indirectly or by virtue of agreements or in any other 
manner majority of directors on the Board of the target company or to control management or policy 
decisions affecting the target company. However, in case there are two or more persons in control over the 
target company the cesser of any one of such persons from such control shall not be deemed to be a change 
in control of management nor shall any change in the nature and quantum of control amongst them 
constitute change in control of management provided this transfer is done in terms of Reg. 3(1)(e). Also if 
consequent upon change in control of the target company in accordance with regulation 3, the control 
acquired is equal to or less than the control exercised by person (s) prior to such acquisition of control, such 
control shall not be deemed to be a change in control. 
7. What is a Public Announcement (PA)? 
       A public announcement is an announcement made in the newspapers by the acquirer primarily 
disclosing his intention to acquire shares of the target company from existing shareholders by means of an 
open offer. 
8. What are the disclosures required to be made under Public Announcement? 
          The disclosures in the announcement include the offer price, number of shares to be acquired from 
the public, identity of acquirer, 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 all the formalities pertaining 
to the offer would be completed. 
9. What is the objective of Public Announcement? 
        The Public Announcement is made to ensure that the shareholders of the target company are aware of 
an exit opportunity available to them. 
10. Can Acquirer make an offer for less than 20% of shares? 



 

       No, the acquirer cannot make an offer for less than 20% of shares. The acquirer has to make an offer 
for a minimum of 20% (less only in specified cases). 

11. Who is required to make a Public Announcement and when is the Public Announcement required to 
be made? 
      The Acquirer is required to appoint a Merchant Banker (MB) registered with SEBI before making a PA. 
PA is required to be made through the said MB. The acquirer is required to make the P.A within four 
working days of the entering into an agreement to acquire shares or deciding to acquire shares/ voting 
rights of target company or after any such change or changes as would result in change in control over the 
target company. 
        In case of indirect acquisition or change in control, the PA shall be made by the acquirer within three 
months of consummation of such acquisition or change in control or restructuring of the parent or the 
company holding shares of or control over the target company in India. The offer price in such cases shall 
be determined with reference to the date of the public announcement for the parent company and the date 
of the public announcement for acquisition of shares of the target company, whichever is higher, in 
accordance with the parameters mentioned in the Takeover Regulations. 

12. Whether appointment of Merchant Banker for the offer process is mandatory? 
      Yes 

13. What documents are to be filed with SEBI after making a P.A. and when are these documents to be 
filed ? 
        A hard and soft copy of the PA are required to be submitted to SEBI simultaneously with the 
publication of the same in the newspapers. 
        A draft letter of offer is required to be filed with SEBI within 14 days from the date of Public 
Announcement alongwith a filing fee of Rs.50,000/- per letter of offer (payable by Banker’s Cheque / 
Demand Draft) A due diligence certificate as well as registration details as per SEBI circular no. RMB (G-
1) series dated June 26, 1997 are also required to be filed alongwith the draft letter of offer. 

14. Does SEBI "approve" the draft letter of offer? 
        Filing of draft Letter of Offer with SEBI should not in any way be deemed or construed that the same 
has been cleared, vetted or approved by SEBI. The Letter of Offer is submitted to SEBI for a limited 
purpose of overseeing whether the disclosures contained therein are generally adequate and are in 
conformity with the Takeover Regulations. This requirement is to facilitate the shareholders to take an 
informed decision with regard to the Offer. SEBI does not take any responsibility either for the truthfulness 
or correctness of for any statement, for financial soundness of Acquirer, or of Persons Acting in Concert, or 
of Target Company, whose shares are proposed to be acquired or for the correctness of the statements made 
or opinions expressed in the Letter of Offer. It should be understood that while Acquirer is primarily 
responsible for the correctness, adequacy and disclosure of all relevant information in this Letter of Offer, 
the Manager to the Offer( a Merchant Banker ) is expected to exercise due diligence to ensure that the 
Acquirer duly discharges its responsibility adequately. 

15. What is a letter of offer? 
       A letter of offer is a 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 shares to 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 all 
the formalities pertaining to the offer would be completed. 

16. What happens once SEBI gives comments on the draft letter of offer? 



        The MB will incorporate in the letter of offer the comments made by SEBI and then send within 45 
days from the date of PA the letter of offer alongwith the blank acceptance form, to all the shareholders 
whose names appear in the register of the company on the Specified Date. The offer remains open for 20 
days. The shareholders are required to send their Share certificate(s) / related documents to registrar or 
Merchant banker as specified in PA and letter of offer. The acquirer is required to pay consideration to all 
those shareholders whose shares are accepted under the offer, within 15 days from the closure of offer. 
      In their own interest, the shareholders are advised to send such documents under registered post. 
Further, the shareholders may also note that under no circumstances such documents should be sent to the 
acquirer. 

17. How is the price determined in an open offer? 
        SEBI does not approve the offer price. The acquirer/ Merchant Banker is required to ensure that all the 
relevant parameters are taken in to consideration while determining the offer price and that justification for 
the same is disclosed in the letter of offer 
The relevant parameters are: 

(a) negotiated price under the agreement which triggered the open offer. 
(b) price paid by the acquirer or persons acting in concert with him for acquisition, if any, 

including by way of allotment in a public or rights or preferential issue during the twenty six week 
period prior to the date of public announcement, whichever is higher; 

(c) the average of the weekly high and low of the closing prices of the shares of the target 
company as quoted on the stock exchange where the shares of the company are most frequently 
traded during the twenty six weeks or the average of the daily high and low prices of the shares as 
quoted on the stock exchange where the shares of the company are most frequently traded during 
the two weeks preceding the date of public announcement, whichever is higher. 

        In case the shares of Target Company are not frequently traded then instead of point (c) above, 
parameters based on the fundamentals of the company such as return on networth of the company, book 
value per share, EPS etc. are required to be considered and disclosed. 
        In case of non-compete agreement for payment to any person other than the target company, if the 
payment is more than 25% of the offer price arrived in terms of the Regulations, the same has to be 
factored into the offer price. 

18. What are the criteria for determining whether the shares of the Target Company are frequently or 
infrequently traded? 
        The shares of the target company will be deemed to be infrequently traded if the annualised trading 
turnover in that share during the preceeding 6 calendar months prior to the month in which the PA is made 
is less than 5% (by number of shares) of the listed shares. If the said turnover is 5% or more, it will be 
deemed to be frequently traded. 

19. Are only those shareholders whose names appear in the register of target company on a specified 
date, eligible to tender their shares in the open offer? 
       No. Any shareholder who holds the shares on or before the date of closure of the offer is eligible to 
participate in the offer. 

20. What is a competitive bid? 
        Competitive bid is an offer made by a person, other than the acquirer who has made the first public 
announcement. 

21. What happens if there is a competitive offer and a person had availed the first offer at a lower price? 
Can the person switch his acceptance to a better offer? 
        Yes, switching of acceptances between different offers is possible. The shareholder has the option to 
withdraw acceptance tendered by him upto three working days prior to the date of closure of the offer 



 

To enable the shareholders to be in a better position to decide as to which of the subsisting offers is better 
and also not to cause last minute decisions / confusions, the offer price and size are effectively frozen for 
the last 7 working days prior to the closing date of the offers. Shareholders may wait till the 
commencement of that period to be aware of upward revisions in the offer price and size of the offers, if 
any. 

22. Can an acquirer withdraw the offer once made? 
       No, the offer once made can not be withdrawn except in the following circumstances: 

(a) Statutory approval(s) required have been refused; 
(b) The sole acquirer being a natural person has died; 
(c) Such circumstances as in the opinion of the Board merits withdrawal. 

23. How can a person avail the offer if he/she has not received the letter of offer? 
        The Public Announcement contains procedure for such cases i.e. where the shareholders do not 
receive the letter of offer or do not receive the letter of offer in time. The shareholders are usually advised 
to send their consent to Registrar to offer, if any or to MB on plain paper stating the name, address, number 
of shares held, Distinctive Folio No, number of shares offered and bank details alongwith the documents 
mentioned in the Public Announcement, before closure of the offer. The public announcement and the letter 
of offer along with the form of acceptance is available on the SEBI website at www.sebi.gov.in. 

24. Is there any compensation to a shareholder for delayed receipt of payment under the offer? 
          Acquirers are required to complete the payment of consideration to shareholders who have accepted 
the offer within 15 days from the date of closure of the offer. In case the delay in payment is on account of 
non receipt of statutory approvals and if the same is not due to wilful default or neglect on part of the 
acquirer, the acquirers would be liable to pay interest to the shareholders for the delayed period in 
accordance with Regulations. 
         If the delay in payment of consideration is not due to the above reasons, it would be treated as a 
violation of the Regulations and therefore, also liable for other action in terms of the Regulations. 

25. Is the acquirer required to accept all the shares under the open offer? 
        No, if the shares received by the acquirer are more than the shares agreed to be acquired by him, the 
acceptance would be on proportionate basis. 

26. 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? 
        Before making the Public Announcement, the acquirer has to open an escrow account in the form of 
cash deposited with a scheduled commercial bank or bank guarantee in favour of the Merchant Banker or 
deposit of acceptable securities with appropriate margin with the Merchant Banker. The Merchant Banker 
is also required to confirm that firm financial arrangements are in place for fulfilling the offer obligations. 
In case, the acquirer fails to make the payment, MB has a right to forfeit the escrow account and distribute 
the proceeds in the following way. 

a) 1/3 of amount to target company 
b) 1/3 to regional SEs, for credit to investor protection fund etc. 
c)  1/3 to be distributed on pro rata basis among the shareholders who have accepted the offer. 

        The Merchant Banker is required to ensure that the rejected documents which are kept in the custody 
of the Registrar / Merchant Banker are sent back to the shareholder through Registered Post. 
        Besides forfeiture 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. 

27. Whether all types of acquisitions of shares or voting rights over and above the limits specified in the 
SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 1997, necessarily require acquirer 
to make a public announcement followed up by an open offer? 



       No. Certain type of acquisitions as stipulated under regulation 3 of Chapter I of the Regulations, are 
specifically exempted from the open offer process subject to the acquirer complying with the 
requirements/conditions, as may be applicable, for such acquisitions. Such exemptions include acquisitions 
arising out of firm allotment in public issues, rights issues, inter-se transfer amongst group companies, 
relatives, promoters, acquirer and PACs, Indian promoters and foreign collaborators and transfer of shares 
from state level Financial Institutions to co-promoters of company pursuant to the agreement etc. 

28. Which are those acquisitions/ transactions where reporting to SEBI is mandatory? 
        Reporting is mandatory under Regulation 3(4) in respect of acquisitions arising out of firm allotment 
in public issues, rights issues, inter-se transfer amongst group companies, relatives, promoters, acquirer and 
PACs, Indian promoters and foreign collaborators and transfer of shares from state level Financial 
Institutions to co-promoters of company pursuant to the agreement. 

29. What is the time frame to submit such report and procedure fee thereof? 
        The report is required to be submitted to SEBI within 21 days from the date of acquisition / allotment 
alongwith a fee of Rs.10,000/- per report. 
30. Is there any prescribed form of application for various reports/ documents mentioned above? 
        YES, SEBI has specified the format, which is available on the SEBI webite at www.sebi.gov.in

31. What information is required to be furnished to Stock Exchanges in compliance of the SEBI 
(Substantial Acquisition of Shares and Takeovers) Regulations, 1997 and when is it required to be 
furnished? 
         For transactions, which entail reporting requirements, details of the proposed acquisition need to be 
filed with SEs where shares of target company are listed, atleast four working days before the date of actual 
acquisition/ allotment. 
        A person who, alongwith PAC, if any, (collectively referred to as " Acquirer" hereinafter) acquires 
shares or voting rights (which when taken together with his existing holding) would entitle him to more 
than 5% or 10% or 14% shares or voting rights of target company, is required to disclose at every stage the 
aggregate of his shareholding to the target company and the Stock Exchanges within 2 days of acquisition 
or receipt of intimation of allotment of shares. 
         Any person who holds more than 15% but less than 55% shares or voting rights of target company, 
and who purchases or sells shares aggregating to 2% or more shall within 2 days disclose such purchase/ 
sale along with the aggregate of his shareholding to the target company and the Stock Exchanges 
Further, annual disclosures have to be given regarding holding of promoters, persons in control and persons 
holding more than 15% shares or voting rights of the Target company. Further , a copy of the Public 
Announcement to acquire shares from public is to be given to the Stock Exchanges simultaneously with the 
publication in the newspapers.. Subsequently, upward revisions in offer, withdrawal of offer has also to be 
intimated to the Stock Exchanges simultaneously. 

32. What happens if the acquirer / target company /Merchant Banker violates the provisions of the 
Regulations? 
        The Regulations have laid down the general obligations of acquirer, target company and the Merchant 
Banker. For failure to carry out these obligations as well as for failure / non compliance of other provisions 
of the Regulations, the Regulations have laid down the penalties for non compliance. These penalties 
include 

a) forfeiture of the escrow account, 
b) directing the person concerned to sell the shares acquired in violation of the regulations, 
c) directing the person concerned not to further deal in securities, 
d) levy monetary penalties, 
e) initiate prosecution proceedings. 
f) directing appointment of a merchant banker for the purpose of causing disinvestment of shares 

acquired in breach of regulations 10, 11 or 12 



 

g) ,directing transfer of any proceeds or securities to the Investors Protection Fund of a recognised 
stock exchange; 

h) directing the target company or depository to cancel the shares where an acquisition of shares 
pursuant to an allotment is in breach of regulations 10,11 or 12; 

i) directing the target company or the depository not to give effect to transfer or further freeze the 
transfer of any such shares and not to permit the acquirer or any nominee or any proxy of the 
acquirer to exercise any voting or other rights attached to such shares acquired in violation of 
regulations 10, 11 or 12; 

j) debarring any person concerned from accessing the capital market or dealing in securities for such 
period as may be determined by the Board; 

k) directing the person concerned to make public offer to the shareholders of the target company to 
acquire such number of shares at such offer price as determined by the Board; 

l) directing disinvestment of such shares as are in excess of the percentage of the shareholding or 
voting rights specified for disclosure requirement under the regulations 6,7 or 8; 

m) directing the person concerned not to dispose of assets of the target company contrary to the 
undertaking given in the letter of offer; 

n) directing the person concerned, who has failed to make a public offer or delayed the making of a 
public offer in terms of these Regulations, to the shareholders, whose shares have been accepted in 
the public offer made after the delay, the consideration amount along with interest at the rate not 
less than the applicable rate of interest payable by banks on fixed deposits. 

         Further, the Board of Directors of the target company would also be liable for action in terms of the 
Regulations and the SEBI Act for failure to carry out their obligations specified in the Regulations. 
Action can also be initiated for suspension, cancellation of certificate of registration against an intermediary 
such as the Merchant Banker to the offer. 

33. Are mergers and amalgamations of companies also covered under the SEBI (Substantial Acquisition 
of Shares and Takeovers) Regulations, 1997? 
         No, only takeovers and substantial acquisition of shares of a listed company fall within purview of 
SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 1997. Mergers and Amalgamations 
are outside the purview of SEBI as they are a subject matter of the Companies Act, 1956. 
34. What is the Takeover Panel?
        An acquirer who proposes to acquire shares through a mode which is not specifically covered under 
regulation 3 may seek exemption from the applicability of the provisions of the offer process by making an 
application. SEBI has constituted a panel consisting of independent persons to examine such applications.  

35. What is the procedure for making an application to the Takeover Panel for seeking exemption ? 
        The acquirer shall make an application in the standard format specified by SEBI giving all the relevant 
details of the proposed acquisition along with a fee of Rs. 25,000/- .The standard format is available on the 
SEBI website www.sebi.gov.in. 

36. How does SEBI process such application? 
       SEBI forwards the application to the Takeover Panel within 4-5 days of its receipt. The Takeover Panel 
would make a recommendation on the application to SEBI within 15 days of receipt of the application from 
SEBI. SEBI, after affording reasonable opportunity to the concerned parties, wherever necessary, would 
pass a reasoned order on the application within 30 days thereof and publish the same. 
37. Are there any specific provisions for disinvestment of government shareholding in listed Public 
Sector Undertakings (PSUs)? 
           To facilitate acquisition of shares or voting rights or control by strategic partner from the Central 
Government in a listed PSU and to harmonise the process of disinvestment and investor protection. 
The said amendments include the following: 
        Transfer of shares and control to the strategic partner/ acquirer even before completing the open offer 
formalities in terms of the Regulations; 



       The date of entering into the share purchase agreement would be the reference date for making the 
public announcement. 
        The date on which the Central Government opens the financial bids would be the reference date for 
classifying the shares of the company as frequently or infrequently traded and for determination of the offer 
price. Non-applicability of requirement of second offer for subsequent stage of acquisition subject to 
certain conditions Prohibition from making a competitive bid. It may be noted that these amendments were 
made only for the purpose of PSU disinvestment and are not available to other acquisitions. 

38. Where can an investor get more information related to the SEBI Takeover Regulations? 
       The Bhagwati Committee report, the SEBI (Substantial Acquisition of Shares and Takeovers) 
Regulations, 1997 and subsequent amendments, public announcements and letter of offer are available at 
SEBI’s website http://www.sebi.gov.in. 

        For any other information regarding Substantial Acquisition of Shares and Takeovers, you may 
address your query to SEBI, Division of Corporate Restructuring at SEBI Bhavan, Plot No.C4-A, 'G 
Block, Bandra Kurla Complex, Bandra (E), Mumbai 400 051. 

 

 
9-Whether noncompliance with the disclosure and related requirements was a violation of Takeover 

Regulations? 

Whether the amended provisions of penalty are applicable retrospectively? 
The Securities Appellate Tribunal accepted the statement of the appellant that the non filing of the resolution 
and mere non disclosure of the pre-shareholding pattern and post-shareholding pattern cannot be 
considered a contravention of the Takeover Code, but merely a shortcoming or a lapse on the part of the 
appellant resulting in a breach, since the lapse was devoid of any intention to avoid any provision of the take 
over code The Tribunal further held that it is fairly conceded that there is nothing to show under the 
regulation that the regulation was amended with retrospective effect. Penalties unless specifically made 
retrospective must inevitably be only with effect from the date of amendment. Ramash  Chandra 
Mansukhani NIR v Adjudicating Officer , SEB1 - Appeal No. 151 of 2005. 

 
 
 

THE END 
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