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. INTRODUCTION

Before understanding the meaning of delisting iimgportant to know the meaning of the term listihgsting means formal
admission of a security into a public trading systesually a stock exchange, often evidenced listiad agreement between the
issuer (company) of the security and the stock amgh. It provides liquidity to the issuer of setuffor capital and ensures
effective monitoring of conduct of issuer and af thading of the securities in the interest of stees. The issuer wishing to have
trading privileges for the securities on a stockhenge satisfies listing requirements prescribetthénrelevant statues and in the
listing regulations of the concerned stock exchaggeck exchange is a place where the buyers distlssef securities meet. The
advantage of listing securities in a stock exchaisgdhat it provides a platform to the company ficading its shares. Other
advantages of listing the shares are that it pesvidjuidity to shares provides protection to inges and increases marketability
of company.

‘Delisting’ denotes removal of the listing of thecsirities of a listed company from the Stock ExgearDelisting differs from
suspension or withdrawal of admission to dealingisted securities, which is for a limited periodelisting is said to be
compulsory delisting of securities when it is ddnethe stock exchange. Another way of Delistingse€urities is voluntary
delisting by company.

Every company that issues shares to the publieggired to have its shares listed on a recogni®ett exchange. Initially The
Controller of Capital Issues (CCI) fixed the priceshares issued by any company. In 1992 the Citlejnes were abolished
and SEBI was constituted. SEBI opened up the markeahe Issuers and regulated the issue procegsrdiding for full
safeguards and transparency through disclosurdl atlavant information by the issuers so that theestor can make an
informed decision. Companies issuing shares bedeeeto fix the premium provided adequate disalesa made in the offer
documents. This resulted in many IPOs and a hugéauof companies got listed on stock exchangegr litbecame necessary
for many companies to delist their shares duedsamss like hitting the delisting limits.

In the year 2000-2002, at least 26 companies, mamlltinational companies have delisted themselvem the stock
exchanges; while another 90 other firms propos#ptthe same in coming years.1 Shareholders andtorgeinterest should also
be considered while delisting the shares of a comp&EBI in order to deal with the problems arisihge to unregulated
delisting appointed a committee which came up w#ttain recommendations.

As observed by the Sebi-appointed committee, dadisif shares has created uneasiness amongstarseStrther the report
stated that there is a growing trend of delistihgh@mres from the Indian stock exchanges. The NNdtional Companies (MNCSs)
have also been seeking delisting from the stocka&xges for a variety of reasons and accordingdastatistics and indications
available with the Committee, the number of suctmganies has been on the increase in the last teus wid this trend is likely
to continue. The trend has engaged the attentidheopublic, media and investor associations areldaased uneasiness and
anxiety among investors. In several quarters, & Yias also been expressed that delisting shouldeno¢sorted to. The Ministry
of Finance (MOF) have also written to SEBI on theréasing instances of MNCs delisting from the dnd$tock exchanges and
the possible negative impact on the securities etads also about the non compliance by MNCs ofttimapulsory dilution of
equity norms under FDI policy. As indicated by thEOF, these issues were also discussed in the Pwriary Standing
Committee on Finance and in the Parliament.2 The o@ncern does not appear to be so much agailistinig per se, as against
the inadequacy of investor protection through ttevailing exit price mechanism.

There was a perception within the financial markibts investors were not being adequately compeddar the permanent
withdrawal of a good investment opportunity. Butitist be noted that companies have resorted tetidglidue to depressed
market conditions and subsequent acquisition oféhgaining securities from the shareholders. Thenittee has broadly stated
that while there would be no restrictions on delgtper se, the monitoring of events leading tastieh (to safeguard investor
interests) should be stringent and improved upde dommittee has discussed issues like an exi foicdelisting, adopting a
reverse book-building process to determine this t@kéhg steps to ensure that there is no scripepm@nipulation while the
process is on.

! rediff.com: What is delisting of shares? Why ds delist? 2015:ediff.com: What is delisting of shares? Why do cos
delist?. [ONLINE] Available at:http://www.rediff.com/money/2002/sep/17tut.htpAccessed 03 May 2015].
22015. . [ONLINE] Available athttp://www.sebi.gov.in/commreport/delistes.ppccessed 03 May 2015].
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Section 21A of the Security Contract Regulation.2A856 provides for compulsory delisting of equihases done by a stock
exchange however the Act does not provide the lddtarocedure for delisting. Companies desiringebst the securities should
also consider the guidelines and regulations iniced by SEBI. In 2003 SEBI introduced Delisting S#curities Guidelines
which laid down the procedure for delisting of sdétes it provided for reverse book building prosder the determination of
exit price. Further in SEBI introduced Securiti@sl &xchange Board of India (Delisting of Equity &% Regulations, 2009.

The regulation for the delisting of equity sharesot to be studied in isolation it has to be reaeping in mind the SEBI Act,
1992 as well as Security contract Regulation A856L SEBI by virtue of the powers conferred bgtise 31 read with section
21A of the Securities Contracts (Regulation) A&58 (42 of 1956), section 30, sub-section (1) ofiea 11 and sub-section (2)
of section 11A of the Securities and Exchange Badrihdia Act, 1992 (15 of 1992), introduced thgukation for delisting of
equity shares.

The regulation defines two modes of delisting whact: 1) Voluntary Delisting and 2) Compulsory diifig. Chapter 3 and 4
of the regulation deals with the voluntary deligtiwhereas chapter 5 of the regulation deals wittmpzdsory delisting. For
voluntary delisting there are two kinds of procedlaid down in the regulation which are : procedfarevoluntary delisting in
case when exit opportunity is provided to sharedwslcand procedure voluntary delisting in case wédh opportunity is not
provided to shareholders.

1. OVERVIEW

The new norms for delisting provide that the dedgstwould be effective only if promoters hike thetake to 90% or purchase
50% through purchase offer. Further it providesréaerse book building process. Besides, the Sesiand Exchange Board of
India (SEBI) has framed conditions for stock exaemin the cases of compulsory delisting, and hedenspecial provisions for
cases related to delisting of small companies haoskt necessitated due to factors like winding whdenrecognition.

The present research paper aims to explain theatemufor delisting of equity shares. It discustes provisions pertaining to
voluntary delisting, compulsory delisting, deligfifior small companies and delisting by operatiorianf. Further the paper
critically analysis that how far the new regulatiwas benefitted companies, small companies andtonse

A. Scope and applicability

Definitions:
The first chapter of the regulation provides fofimitons of terms which are important for undersiang procedure for
delisting. Some of the important extracts fromrgulation are as under:

Regulation 2(ii) ‘Board’ means the Securities angtiange Board of India established under sectiohtBe Act;

(ii)*company’ means a company within the meanirigection 3 of the Companies Act, 1956 (1 of 19&8) includes a body
corporate or corporation established under a deAtf state Act or provincial Act for the time Iogi in force, whose equity
shares are listed on a recognised stock exchange;

(iv) ‘Compulsory delisting’ means delisting of etyushares of a company by a recognised stock exgehander Chapter V of
these regulations;

(v) ‘Public shareholders’ mean the holders of ggsitares, other than the following:
(a) Promoters;
(b) Holders of depository receipts issued oversgainst equity shares held with a custodian and sustodian;

(vi) ‘Recognised stock exchange’ means any stoatha&xge which has been granted recognition unddiosed of the
Securities Contracts (Regulation) Act, 1956;

(viii) ‘Voluntary delisting’ means delisting of eify shares of a company voluntarily on applicat@fnthe company under
Chapter 11l of these regulations;

(3) Words and expressions not defined in theseladguos, but defined in or under the Act or the B#es Contracts
(Regulation) Act, 1956 (42 of 1956) or the Compariet, 1956(1 of 1956), or any statutory modifioator re-enactment thereof,
shall have the same meanings as in or under timzsgreents.

In other words, in order to know the meaning oftérens which are not defined in this particularulatjion SCRA Act,1956 or
Companies Act, 2013 shall be referred. For instahedgerm Promoter is not defined in the regulabonit is defined in section
2(69) Companies Act, 2013 so the definition prodide companies act will be referred. According éxtson 2(69) “promoter”
means a person—
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(a) who has been named as such in a prospectasdamtified by the company in the annual retuferred to in section 92; or
(b) who has control over the affairs of the compatisectly or indirectly whether as a shareholdkrector or otherwise; or (c) in
accordance with whose advice, directions or insioas the Board of Directors of the company is atomed to act: Provided
that nothing in sub-clause (c) shall apply to aperwho is acting merely in a professional capacity

Applicability and scope of the regulation

Second chapter of the regulation provides for #hesting of equity shares. Regulation 3 talks akibatapplicability and scope
of the delisting provisions. It states that regolatshall apply to delisting of equity shares af@ampany from all or any of the
recognised stock exchanges where such sharesstad. [Further it talks about non applicability bfstregulation in certain
situations. The regulation will not be applicabilecase where delisting has taken place due thareckanctioned by the Board
for Industrial and Financial Reconstruction under Sick Industrial Companies (Special Provisions), A985 or by the National
Company Law Tribunal under section 424D of the Canigs Act, 1956. Wherein, such a scheme has prb¥ateany specific
procedure to complete the delisting; or has praVige exit option to the existing public sharehaddstra specified rate.

Circumstances in which delisting is not permissbl

Regulation has laid down certain conditions in vahdelisting of the equity shares is not permissiBberact from regulation 4
is as follows

(1) No company shall apply for and no recognisedlsexchange shall permit delisting of equity sharka company,

(a) pursuant to a buyback of equity shares by ¢tmepany; or

(b) pursuant to a preferential allotment made leydbmpany; or

(c) unless a period of three years has elapsee@ $ireclisting of that class of equity shares on @Tpgnised stock exchange;
or

(d) if any instruments issued by the company, wlith convertible into the same class of equityeshénat are sought to be
delisted, are outstanding.

(2) For the removal of doubts, it is clarified thet company shall apply for and no recognised satange shall permit
delisting of convertible securities

B. Voluntary Delisting

Third Chapter of the regulation lays down the pouce for voluntary delisting of equity shares. Mahary delisting as the
name suggests means wherein the company on itsvaion makes the decision to delist its shares.d@ioms for voluntary
delisting are: 1) Listing for minimum period of @ars at any stock exchange. In other words the aonynphould have had its
shares listed for at least 3 years at any recodrsiack exchange. 2) An exit opportunity has bgiean to the investors for the
purpose of which an exit price shall be determiimedccordance with the "book building process". iduer, an exit opportunity
need not be given in cases where securities cantmie listed in a stock exchange having natioewidding terminalgStock
exchange having nationwide trading terminals méhasBombay Stock Exchange, the National Stock BExgband any other
stock exchange, which may be specified by the Bpard

Regulation 5 states that voluntary delisting cardbee from all the stock exchanges however in suchse exit opportunity
should be given to shareholders. Regulation 6 gdess/for the situation in which a company may défésequity shares from one
or more recognised stock exchanges where theyistesl land continue their listing on one or moreeottecognised stock
exchanges.

As a result there can be three situations:

1. A company delists its equity shares from all thecktexchanges. In such a case opportunity of exib ibe given to
the shareholders3

2. A company delists its equity shares from few of #ieck exchanges and continues to list its seesrith some
regional stock exchange which does not have amaitite trading terminal. In such a case also opmiyt of exit is
to be given to the shareholders4

3. A company delists its equity shares from few of $heck exchanges and continues to list its seesriti any stock
exchange having nationwide trading terminal (Stegkhange having nationwide trading terminals mehasStock
Exchange, Mumbai, the National Stock Exchange amd ather stock exchange, which may be specifiedhay
Board). In such a case opportunity of exit needbeogiven to the shareholders5

Procedure for delisting where no exit opportunity & provided.

® Regulation 5
* Regulation 6(b)
® Regulation 6(a)
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A company desirous of getting its shares delistexuldl firstly get the approval of the proposed stalg through a resolution
of the board of directors of the company. Secotldéycompany is required to give a public noticehef proposed delisting. At
least one such public notice should be in Engligtional daily with wide circulation, one in Hindational daily with wide
circulation and one in regional language newspap#te region where the concerned recognised steckanges are located.

Thirdly the company shall make an application #® ¢ncerned recognised stock exchange for deligreguity shares. Such
application shall contain details of BOD Promotesisareholders, copy of the Resolution passed irBtad meeting etc Rule
19(2) of the SCRA Act lays down the detailed prasedfor the application to any stock exchange Far listing of shares.
Fourthly such an event of delisting shall be disetbin the first annual report of the company pregafter the delisting. The
contents of the public notice would include the eaofthe stock exchange from which the companyniigeto delist its shares,
whether the recognised stock exchange is havinigmaitde trading terminals as well as the reasomsstah delisting.6 An
application for delisting shall be disposed of by tecognised stock exchange within thirty workilays from the date of receipt
of such application complete in all respects.7

Procedure for delisting where exit opportunity isrequired

As previously discussed exit opportunity is giterthe shareholders in two situations : 1) whemmpany Delists its equity
shares from all recognized stock exchanges.2)r Afédisting the shares does not continue to rerfisied on any recognized
stock exchange having nation-wide trading terminal.

A company desirous of getting its shares delistaslild get the approval of the proposed delistimgugh a resolution of the
board of directors of the company in its meetindd®vever Board approval alone is not enough sintarésts of shareholders is
also to be considered for providing them exit opynaity. Prior approval of shareholders of the compay special resolution
passed through postal ballot is required. Suchegiapresolution should be passed after disclosfir@l material facts in the
explanatory statement sent to the shareholderslation to such resolution. It is important to nttat in order to pass such a
special resolution the number of votes cast by lipuidghareholders” in favour of delisting shoulddideast two times the number
of votes against it.9

The company is required to make an appbcatd the concerned recognised stock exchangenfprimciple approval of
the proposed delisting in the form specified by teeognised stock exchange; and within one yeapasiing the special
resolution, make the final application to the canee recognised stock exchange.10 Application fieprinciple approval to be
disposed by Stock exchange within 30days from ptcef such application.11 Application for in-pripté approval to be
supported by Auditors report as required under S@Rpositories and Participants) Regulations, 1®96espect of delisted
securities.12 However stock exchange would notidpfevithhold such application unless it is satsfithat interest of investors
is protected and all the compliance requiremergsaat by the company.13 Final Application to St&sichange to be supported
by proof of having given the Exit opportunity 14

Exit Opportunity

Chapter IV of the regulation deals with the exitpogunity. The provisions of these chapter will &gplicable in such
situations wherein the company is required to mlewaxit opportunities15 The promoters shall opser&v Account and deposit
therein full estimated amount of consideration ghated on the basis of floor price. 16 Escrow aatahall include either cash
deposited with a scheduled commercial bank, orrk lgaarantee in favour of the merchant banker, corabination of both.17
The promoter shall appoint Merchant Banker and sitbér intermediary as necessary18The amount irgbmw account or the
bank guarantee shall not be released to the promokess all payments are made in respect of shaneered.19

Public Notice - The promoter shall make public announcement whiell specify a date to be called ‘specified dathich
shall not be not later than 30 days of public ameement for determinig the name of shareholdexshiom letter of offer shall
be sent. 20 The contents of such public notice dvindlude The floor price and the offer price amdvithey were arrived at, The
opening date and closing date of the offer, Theeafithe exchange from which the equity sharesavoght to be delisted, The
manner in which the offer can be accepted by treredtolders, disclosure regarding the minimum aecwgt condition for

® Regulation 7(2)

" Regulation 7(3)

8 Regulation 8(a)

° Regulation 8(b)
%Regulation 8(c) and 8(d)
1 Regulation 8(3)
12 Regulation 8(2)
*Regulation 8(4)
1 Regulation 8(5)
!> Regulation 9

16 Regulation 11(1)
" Regulation11(3)
'8 Regulation 10(4)
19 Regulation 21(3)
% Regulation 10(3)
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success of the offer, The names of the merchankdraand other intermediaries together with the ldpnumber for the
shareholders, object of the proposed delistingtcAfter payment in full to the shareholders, agmmg balance in escrow
account to be released to the promoters22

Letter of offer - is to be dispatched to the shareholders not titan 45 days from public announcement to reach
shareholders at least 5 working days before opewiifgdding process. 23 Letter of offer shall batdg®e all public shareholders
holding such equity shares whose names appeareardiister of the company or depository.24 Sudkrethall contain all such
disclosures made in public announcements and gheh disclosures as may be considered necessanfptm.25

The date of opening of the offer shall not be ldkam fifty five working days from the date of tpeblic announcement.26
Such offer shall remain open for a minimum periédd3avorking days and a maximum period of five waoikidays. In other
words the offer is open for public shareholdergetuder their bids during the above mentioned pe2ibd@he offer price shall be
determined through book building process 28 itldmlduty of the merchant banker to ensure thatdhnpter or a person acting
in concert with any of the promoters shall not maksd in the offer29

Book building process- The offer price shall be determined by book buidiprocess which shall made through an
electronically linked transparent facility and flv®moter shall enter into an agreement with a seoahange for such purpose.30
The shareholders holding dematerialised sharesodssof availing the exit opportunity may depok# equity shares in respect
of which bids are made, with the special depogtoaccount opened by the merchant banker for thgope prior to placement of
orders.31

The floor price shall not be less than, in casere/fiege equity shares are frequently traded irhallrecognised stock exchanges,
the average of the weekly high and low of the clggirices of the equity shares of the company dutie twenty six weeks or
two weeks preceding the date on which the recodrsseck exchanges were notified about delistimppsal of the company.32
In case wherein the shares are not traded frequheth floor price would be determined by promotansl Merchant Banker
taking into account the following: Highest priceigoy promoter twenty six weeks before it was rietifof Board meeting upto
the date of public announcement. Return on nethy@wbok value of the shares of the company, Earpargshare etc33 However
it is not mandatory for promoter to accept the Bgshares at the offer price determined by the Hwmdlding process34 When
the promoter decides not to accept the price déexdrin such a manner than in such a case he roag the escrow account.35

Consequences of Success or failure of offdnr case of Issue of shares the companies arereeia comply with minimum
subscription requirement. Failure to gather minimsobscription defeats the whole issue process andhfs very reason
underwriters are appointed by the companies. Sirkitad of requirement is sought in case of delgptivherein failure in reaching
minimum level of public shareholding required unte listing agreement36 shall lead to failure #1037 The promoter shall
ensure that the public shareholding shall be broughto such minimum level within a period of sibonths from the date of
closure of the bidding38 by way of issuing new san consonance with the Companies Act and SEBletines pertaining to
issue of securities and disclosures.39 Promotealtsanoffer his own holdings for sale 40

An offer is deemed to be successful if post offee shareholding of the promoter along with thereshaccepted through
eligible bids at the final price reaches highemtiménety per cent. of the total issued shares aif ttass. Offer is deemed to be
successful in case it reaches higher than the gatgreercentage of pre offer promoter shareholdimyfifty per cent of the offer
size.41

L Regulation 10(2)

2 Regulation10(4)

23 Regulation 12(1)

24 Regulation 12(2)

%5 Regulation 12(3)

%6 Regulation 13(1)

" Regulation 13(2)

%8 Regulation 15(1)

29 Regulation 14(2)

% Regulation 15(1) Schedule2
L ibid

%2 Regulation 15(2)

% Regulation 15(3)

% Regulation 16(1)

% Regulation 16[2(c)]
% Regulation 16[2(d)]
3" Regulation 19

% Regulation 16[2(d)]
%9 Regulation 16[39(a)]
40 Regulation 16[3(b)]
“l Regulation 17
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Failure in reaching such above mentioned levelsleaa to failure of offer.42 The consequences itfifa of offer would be :

closure of escrow account, the equity shares deggber pledged by a shareholder shall be returnedi@ased to him within ten
working days from the end of the bidding period;fimal application to be made to stock exchangedfsisting43

On ascertaining success of the offer, the pronsftail immediately open a special account with ekbamo and transfer the
amount due and payable as consideration in regpecfuity shares tendered in the offer, from tr@s account. The final price
to the genuine shareholders shall be paid withiddy® of closure of offer.44

C. Compulsory Delisting

Compulsory delisting means delisting of equity skasf a company by a recognised stock exchange @idgpter V of these
regulations.45 The reasons of such delisting cteldhon compliance of the listing agreement and silr non compliances
which are to be determined by the stock exchangethe biases of criteria provided in the schedulef Zhe regulation.46
Securities Contracts (Regulation) Act, 1956 empsvatock exchange to delist the securities of a emymowever such power
cannot be exercised arbitrarily and principlesatfunal justice are to be followed.47

Section 21 A of the SCRA, provides that a recoghisick exchange may delist the securities, ateonding the reasons
therefore, from any recognised stock exchange gnoihe ground or grounds as may be prescribe@mutids Act48. But the
bare act barely speaks about the procedure to levéa in case of compulsory delisting. Therefordes and regulations
pertaining to the same assume significance in whaeding the procedure of compulsory delistingiality.

Notice- A recognised stock exchange may, by order, dalist equity shares of a company49 but before golrea@ with
delisting a stock exchange is required to followracess. The recognised stock exchange shall givetiee in one English
national daily with wide circulation and one regibtanguage newspaper of the region where the coederecognised stock
exchange is located, of the proposed delistingngia time period of not less than fifteen workuhays from the notice, within
which representation may be made to the recogreteek exchange by any person who may be aggrieyethé proposed
delisting and shall also display such notice otréding systems and website.50

Constitution of panel-The procedure laid down in the regulation requihesstock exchange to form a panel which shall make
decision with regards to compulsory delisting @oanpany. Such panel shall consist of : (a) twoalines of the recognised stock
exchange (one of whom shall be a public represeajat(b) one representative of the investors;dieg representative of the
Ministry of Corporate Affairs or Registrar of Compes; and (d) the Executive Director or Secretdryhe recognised stock
exchange.51 The stock exchange before making artyader for delisting will consider the responaad representations of the
affected parties and it will also keep in mind thiteria laid down in Schedule Il of the regulati62

Notice after the order is passed Where a stock exchange has made an order regatdiisting of the shares of a particular
company in such a case it is required to give edtiche same manner as given prior to passing suagr. The content of notice
would include the name the company and detail$sgbiomoters, directors, the fair value of the stell securities and etc. The
stock exchanges are also required to inform akogtock exchange about such delisting and the@wuding circumstances.53
This is done with a view to make other stock exgjeaalert regarding the conduct of any company.

Appeal to the order of delisting- Such delisting order of the stock exchange camrhadlenged at the Security Appellate
Tribunal. A listed company or an aggrieved investay file an appeal before the Securities Appellatibunal against the
decision of the recognised stock exchange delistiveg securities within fifteen days from the dafetlee decision of the
recognised stock exchange delisting the secuatielsthe provisions of sections 22B to 22E of this, Ahall apply, as far as may
be, to such appeals. The tribunal may extend thiegéo file appeal if it is satisfied that the aigyed party had been prevented
to file an appeal due to sufficient cause.54 Appieahe decision of the SAT can be made at Suprémat. Before such an
amendment of 2004 such appeal was to be made htCGtigrt.

42 Regulation 19

“Regulation 19

“Regulation 20

4> Regulation 2[1(iv)]

% Regulation 22(4)

4" Regulation 22(1) and (2)

“8 Section 21A SCRA, Act 1956
9 Regulation 22(1)

*0 Regulation 22(3)

*1 Regulation 22(2)

°2 Regulation 22(4)

*3 Regulation 22(a) and (b)

> Section 21A(2) of the SCRA, Act 1956
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Rights of the shareholders in case of compulsory ligting- Stock exchange shall appoint an independent valher shall
determine the fair value of the delisted equityreRaThe promoter of the company shall acquirestiali equity shares from the
public shareholders by paying them the value detexthby the valuer, subject to their option of irdteg their shares55

Effect of Compulsory delisting- The effect of compulsory delisting on company egte for a period of 10 years. The
company, its whole time directors, its promoterd e companies which are promoted by any of theemat permitted directly
or indirectly to access the securities marketemkdisting for any equity shares for a periodesf years from the date of such
delisting.56

D. Delisting for Small Companies and Delisting by Opeation of Law

The regulation has introduced special provisiomsdfgisting of small companies. A company which pa&l up capital up to
one core rupees and its equity shares were nadriadany recognized stock exchange in the oneiggaediately preceding the
date of decision. a company which has three hundréewer public shareholders and where the paittalpe of the shares held
by such public shareholders in such company isnae than one crore rupees.57In the above caséy shjares may be delisted
from all the recognised stock exchanges where #neylisted without being required to comply witle tequirement of making
public announcement and book building process.prbeess to be followed by a small company in otdeget its share delisted
is as follows58:

The promoter appoints a merchant banker and deeadesxit price in consultation with him. The exiige offered to the
public shareholders shall not be less than thefidved at in consultation with the merchant keank

The promoter writes individually to all public skaolders in the company informing them of his ititeamto get the equity
shares delisted, indicating the exit price togethigh the justification therefore and seeking theansent for the proposal for
delisting. Such process of the promoter involvingiting the positive consent and finalisation oé throposal for delisting of
equity shares to be completed within seventy fiverkimg days of the first communication. Over andow this the
communication shall also contain justification fime offer price with particular reference to thepligable parameters and
specifically mention that consent for the propagalld include consent for dispensing with the @xite discovery through book
building method.

Payment to be made by promoters within 15 days filterdate of expiry of 75 days. The Stock exchaaftgr being satisfied
with the compliance requirements made by the compaay delist its shares.

In case where the Board withdraws recognition gmurib a stock exchange or refuses renewal of rémgnit may pass
appropriate order with respect to the status oftgghares in company keeping in mind the inteoéshe investors.59

1. ANALYSIS OF THE REGULATION

The new regulation is more detailed and elaboratsoapared to the guidelines. From point of vieva @ompany there is too
much of compliance requirements provided for vampidelisting. The process for voluntary delistisgomplex and expensive.
It is prudent to allow delisting than make an ineedace problems like a company's shares not beaded for years or a
cornering of shares taking place.

Regulation has considered the interest of investocase of delisting and therefore it has provif@dexit opportunity to the
shareholders. To ensure fairness and transparartty iprocess of delisting a company is requireisftrm the stock exchange
about the resolutions of the Board meeting whigh@ertaining to the proposal of such delisting. Tibes regulation allows the
participation of public shareholders in approvihg special resolution required for delisting sugbr@vision was not present in
the guidelines. It also provides for book-buildipgpcess would provide the transparent and fair engisim to price shares and
would ensure investors' participation in the whdklisting process. It is assumed that rational stoms would quote the
reasonable premium in the book-building. The rezru&nt of two times the vote in favour of as agathat cast against the
resolution by the non-promoter shareholders entsatiee strength of the minority shareholders ansl would result in decrease
unethical and unfair means adapted by the pronsbreholders.

A new development provided clearly in the regulagigs complete ban on the use of company’s funidsctty or indirectly,
for the purpose of delisting. The earlier guidedirf8EBI (Delisting of securities) Guidelines 20084as wide in its application
including within its ambit delisting of all secues of a company. Securities, in itself, is a veigie terms and has been defined
under the Securities Contracts (Regulations) A8§61to include shares, stocks, bonds, debenturether marketable security,
derivative, units issued by CIS etc. In contrasé hew regulations known by “SEBI (Delisting of EguShares) Regulations,

% Regulation 23

* Regulation 24
*>'Regulation 27(1) and (2)
%8 Regulation 27(3)
*Regulation 28

2015, RHIMRJ, All Rights Reserved Page7 of 8 ISSN: 2349-7637 (Online)



RESEARCH HUB - International Multidisciplinary Research Journal
Volume-2, Issue-6, June-2015

o

2009” only apply to delisting of equity shares of@mpany. Hence the scope of the new regulationari®©ow compared to the
guidelines.

The object of inclusion of special provisions fonadl companies is to provide relief to the smalinpanies from following
such a long procedure of the public announcemenhtiza book building mechanism. But on the otherdniduere is requirement
of obtaining positive consent from ninety percehtpablic shareholders is not feasible. Similarlgugement of appointing
merchant bankers has made the process complicatedxpensive for the small companies so the olagieproviding relief to
small from expensive and lengthy procedure is detkdlence the net effect of the relief provideth®s small companies by way
of inserting special provisions for it is negligblThe regulation is not well balanced and is efr@ist for the namesake. In short
the regulation is more investor friendly and legsibess friendly at the same time.

V. CONCLUSION

The regulation is an investor friendly regulatidh. provides for exit opportunity, reverse book liilg process and
participation of the shareholders in approval dfstieg proposal through resolution. Such book-thmidy process would provide
the transparent and fair mechanism to price shamdswould ensure investors' participation in theoltdelisting process. It is
assumed that rational investors would quote theomeble premium in the book-building. The requirehw two times the vote
in favour of as against that cast against the wisol by the non-promoter shareholders enhancestteagth of the minority
shareholders and this would result in decreasehigaiand unfair means adapted by the promoteeséders.

Other new attraction in the regulation is the splepirovisions that are added for the so-relief e telisting of small
companies. However on perusal of the provisionsfeord the analysis of the regulation made aboveaameunderstand that it is
not actually a relief to small companies.

It is prudent to allow delisting than make an ireedace problems like a company's shares not beatded for years or a
cornering of shares taking place. From point efwiof a company there is too much of compliancairegqnents provided for
voluntary delisting. The process for voluntary siégtig is complex and expensive.

To sum up the new regulation is more investor ftigrand less business friendly. It addresses soone aspects such as
pointed out in the SEBI Committee Report. It addessthe issue of inadequacy of investor protectisough exit price
mechanism. The regulation is an improvementecetirlier guidelines.
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