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Key Definitions 

Agenda 

Highlights of SEBI Takeover Regulations, 2011 

Need of SEBI Takeover Regulation 

Initial Threshold and Creeping Acquisition 

 
Open Offer and its Related Concepts 

 
Redecoration of Exemptions 

 
New Disclosure Limits 

 



Need of SEBI Takeover Regulation 

Announcement of Policy of Globalisation 

• Opportunity for Overseas Investors 

Change in India Capital Market Scenario 

• Need for some regulations to protect the interest of 
Investors 

1994 

• Enactment of SEBI (SAST) Regulations, 1994 

1997 

• Enactment of SEBI (SAST) Regulations, 1997 

2011 

• Enactment of SEBI (SAST) Regulations, 2011 
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Scope of Creeping Acquisition bracket widened from 

15%-55% to 25%-75%: 

 

Highlights of New Takeover Regulations 

Introduction of New Definitions. 

 
Increase in Initial Threshold Limit from 15% to 25%. 

Increase in Offer Size from 20% to 26%. 

 
Non-compete fees or control premium to be added to 

the offer price. 

 

Open Offer Trigger Point based on Individual Holding. 

 

Detailed provisions for Voluntary Open Offer and 
Indirect Acquisition. 

 Recommendation on the Open Offer by the Board of 
Target Company made mandatory. 

 
Redecoration of Exemptions 

 
Modification in Disclosure Limits 

 



KEY DEFINITIONS 

http://www.google.co.in/imgres?imgurl=http://schoolnet.gov.mt/nbs/Pictures/take a look.gif&imgrefurl=http://schoolnet.gov.mt/nbs/links.html&usg=___oaUEpv7YWYFkHE6IUZvoGuT76Q=&h=536&w=542&sz=9&hl=en&start=38&zoom=1&tbnid=vLkUHEgNT1qu8M:&tbnh=131&tbnw=132&ei=v9-STob2CsvtrQek6ND3Ag&prev=/search?q=take+a+look&start=21&hl=en&sa=N&gbv=2&tbm=isch&itbs=1
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NEW DEFINITIONS INTRODUCED  

Enterprise Value 

Volume Weighted Average Market Price 

Volume Weighted Average  Price 

 Weighted Average Number Of Total Shares 

 Acquisition 
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ACQUISITION 

means 

Directly Indirectly 

Acquiring 
Agreeing to 

Acquire 

OR 

OR 

Shares Voting Rights Control OR OR 

Target Company  

http://www.google.co.in/imgres?imgurl=http://blog.vistage.com/wp-content/uploads/2010/11/Acquisition.png&imgrefurl=http://blog.vistage.com/business-strategy-and-management/mergers-and-acquisitions-understanding-the-essentials-of-strategy-and-execution-in-the-ma-ecosystem-part-1-of-4/&usg=__Qb56Y2ySivM5cWIFLtT9ot3iytI=&h=536&w=895&sz=159&hl=en&start=65&zoom=1&tbnid=zphVMtyglr3QtM:&tbnh=87&tbnw=146&ei=V-CSTq32CsbVrQe4mPSyAQ&prev=/search?q=acquisition&start=63&hl=en&sa=N&gbv=2&tbm=isch&itbs=1
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ENTERPRISE VALUE 

value calculated 

as 

Market 

Capitalization of 

a Company 

Debt 
Minority  

Interest 

Preferred 

shares 

Total Cash 
Cash 

Equivalents 

http://www.google.co.in/imgres?imgurl=http://www.greekshares.com/uploads/image/reach_desired_future_value.gif&imgrefurl=http://www.greekshares.com/calc_desiredfuturevalueyears.php&usg=__F_rz2LCrxd8pwZbJv-OlsGso8w0=&h=334&w=300&sz=28&hl=en&start=4&zoom=1&tbnid=FMXjddTN7f7PgM:&tbnh=119&tbnw=107&ei=y-CSTq-mAcbqrAfbwP2VAQ&prev=/search?q=value&hl=en&gbv=2&tbm=isch&itbs=1
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VOLUME WEIGHTED AVERAGE MARKET PRICE 

“Volume weighted average market price” means the product 

of the number of equity shares traded on a stock exchange and 

the price of each equity share divided by the total number of 

equity shares traded on the stock exchange; 

Number of shares traded on the Stock Exchange on a particular day: X 

Market Price: Y 

 

                                                                         X1*Y1+X2*Y2+X3*Y3……… 

Volume weighted Average Market Price =  
X1+X2+X3…………….. 
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VOLUME WEIGHTED AVERAGE  PRICE 

“Volume weighted average price” means the 

product of the number of equity shares bought and 

price of each such equity share divided by the total 

number of equity shares bought; 

Number of shares bought on a particular day: A 

Market Price: B 

 

                                                            A1*B1+A2*B2+A3*B3……… 

Volume weighted Average Price =  

A1+A2+A3…………….. 
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WEIGHTED AVERAGE  NUMBER OF TOTAL SHARES 

“Weighted average number of total shares” means the 

number of shares at the beginning of a period, adjusted for 

shares cancelled, bought back or issued during the aforesaid 

period, multiplied by a time-weighing factor; 
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Control 

Identified Date 

Shares 

DEFINITIONS MODIFIED 

Frequently Traded Shares 
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CONTROL 

Director or officer of target company shall not be considered to be in control 

over target company merely by virtue of holding such position 

http://www.google.co.in/imgres?imgurl=http://blogs.msdn.com/blogfiles/willy-peter_schaub/WindowsLiveWriter/TFSIntegrationPlatformVSTSRangersLog2009_F8C1/CLIPART_OF_26969_SMJPG_2.jpg&imgrefurl=http://blogs.msdn.com/b/willy-peter_schaub/archive/2009/10/23/tfs-integration-platform-vsts-rangers-log-20091022-a-minor-mission-update.aspx&usg=__-D107O6cyKunjtkcm7SetYOYZUM=&h=480&w=600&sz=46&hl=en&start=84&zoom=1&tbnid=UMYqVF_XnU25CM:&tbnh=108&tbnw=135&ei=beGSTq_zDcarrAeR2vG1AQ&prev=/search?q=control+clip+art&start=63&hl=en&sa=N&gbv=2&tbm=isch&itbs=1
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1. Rationale for deleting the word “Ability “ from the definitions of Control as 

given in TRAC Report? 

 

2. Meaning of Term Negative Control and the applicability of SEBI Takeover 

Regulations on the same? 

 

 {Daikaffil Chemicals India Limited- (Takeover Panel Exemption -14.02.2007)} 

QUERIES 

http://www.google.co.in/imgres?imgurl=http://www.credica.co.uk/Portals/3/PhotoImage_QueryManagement.jpg&imgrefurl=http://www.credica.co.uk/Solutions/QueryManagement/tabid/159/Default.aspx&usg=__Usu-rQh8HMeCHOdQCClqkT_7pM0=&h=296&w=445&sz=45&hl=en&start=7&zoom=1&tbnid=ld8DCjg80JF_eM:&tbnh=84&tbnw=127&ei=8eGSTun4GJGzrAfYheGwAQ&prev=/search?q=query&hl=en&sa=G&gbv=2&tbm=isch&itbs=1
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FREQUENTLY TRADED SHARES 

• Trading 
Turnover 

of 5% 

1997 
Regulations 

• Trading 
Turnover 
of 10% 

2011 
Regulations 
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IDENTIFIED DATE 

SPECIFIED DATE 

Not later than  

30th day 

 from PA.  

IDENTIFIED DATE 

Falling on 

 10th working day 

 prior to the tendering 
period. 

http://www.google.co.in/imgres?imgurl=http://www.1stwebdesigner.com/wp-content/uploads/2010/06/iCal-like-Calendar-calendar-date-picker.jpg&imgrefurl=http://www.1stwebdesigner.com/freebies/jquery-calendar-plugins/&usg=__j8-8Dz6KjpPYIayxMSGa8c5H-Fg=&h=470&w=570&sz=142&hl=en&start=5&zoom=1&tbnid=P0uLqgaWa9_YqM:&tbnh=110&tbnw=134&ei=o-iSTsXfJdDnrAeq1eyeAQ&prev=/search?q=calendar+dates+design&hl=en&gbv=2&tbm=isch&itbs=1
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SHARES 

The scope of definition has been Broadened. 

Inclusion of Depository Receipts within the ambit of term shares. 

Holder of the depository receipts is treated at par with the one who 

acquired the Equity Shares carrying voting rights. 

http://images.google.com/imgres?imgurl=http://www.psdgraphics.com/file/red-dart.jpg&imgrefurl=http://www.psdgraphics.com/backgrounds/bulls-eye-target/&usg=__OgpRUMsplt_n-y7Z6mygEudw9Mo=&h=2475&w=3300&sz=329&hl=en&start=1&zoom=1&tbnid=8GNwZvWcnDforM:&tbnh=113&tbnw=150&ei=y8mGTsfzHszjrAe-7tXIDA&prev=/search?q=DART+IN+RED&hl=en&gbv=2&tbm=isch&itbs=1
http://images.google.com/imgres?imgurl=http://www.psdgraphics.com/file/red-dart.jpg&imgrefurl=http://www.psdgraphics.com/backgrounds/bulls-eye-target/&usg=__OgpRUMsplt_n-y7Z6mygEudw9Mo=&h=2475&w=3300&sz=329&hl=en&start=1&zoom=1&tbnid=8GNwZvWcnDforM:&tbnh=113&tbnw=150&ei=y8mGTsfzHszjrAe-7tXIDA&prev=/search?q=DART+IN+RED&hl=en&gbv=2&tbm=isch&itbs=1
http://images.google.com/imgres?imgurl=http://www.psdgraphics.com/file/red-dart.jpg&imgrefurl=http://www.psdgraphics.com/backgrounds/bulls-eye-target/&usg=__OgpRUMsplt_n-y7Z6mygEudw9Mo=&h=2475&w=3300&sz=329&hl=en&start=1&zoom=1&tbnid=8GNwZvWcnDforM:&tbnh=113&tbnw=150&ei=y8mGTsfzHszjrAe-7tXIDA&prev=/search?q=DART+IN+RED&hl=en&gbv=2&tbm=isch&itbs=1
http://www.google.co.in/imgres?imgurl=http://4.bp.blogspot.com/__smhBYx1Qjs/TBt2bLoSOyI/AAAAAAAACPg/ODg5VuaQRYw/s1600/borrowing_money_shares.jpg&imgrefurl=http://roadtofinance.blogspot.com/2010/05/dividend-declaration-and-payment_14.html&usg=__Pc5GQ2UEKuDH8v6CttIygE33JUA=&h=470&w=300&sz=24&hl=en&start=7&zoom=1&tbnid=6e_By23zg_nHLM:&tbnh=129&tbnw=82&ei=NuOSTvS2JYPYrQeynvGvAQ&prev=/search?q=shares&hl=en&gbv=2&tbm=isch&itbs=1


INITIAL THRESHOLD AND CREEPING ACQUISITION 
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SEBI Takeover 
Regulations, 1997 

 

• 15% 

SEBI Takeover 
Regulations, 2011 

• 25% 

INITIAL THRESHOLD 
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QUERY 

 Why there is no transitional provision for the person holding ≥15% 

but  <25% shares in the Target Company? 

http://www.google.co.in/imgres?imgurl=http://freeimagesarchive.com/data/media/34/9_question-mark.jpg&imgrefurl=http://freeimagesarchive.com/k-34-34.htm&usg=__fVTE-M3Ug08YbOg9_Q-_NBMeJ6I=&h=299&w=300&sz=21&hl=en&start=19&zoom=1&tbnid=cfcEf8You-0JTM:&tbnh=116&tbnw=116&ei=b-OSToO3NsXLrQfNuKHrCw&prev=/search?q=question+mark&hl=en&sa=X&gbv=2&tbm=isch&itbs=1
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SEBI Takeover 
Regulations, 1997 

 

• 15%-55% 

SEBI Takeover 
Regulations, 2011 

• 25%-75% 

CREEPING ACQUISITION ZONE REDEIFINED 

Creeping 

Acquisition 

5% in each FY 



O
N

 T
A
R
G

E
T
 

KEY POINTS 

No Netting off Allowed* 

Individual shareholding to be 
considered for Open Offer 

*This is also provided in SEBI clarification dated 

August 6, 2009  
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KEY POINTS 

Incremental voting rights in case of fresh issue to be considered 

Suryajyoti Spinning Mills 
Ltd (Informal Guidance-

02.04.2009) 

Bhumika Trading Pvt. Ltd. 
(Informal Guidance-

28.01.2008)  

Adhunik Metaliks Ltd. 
(Informal Guidance-

09.04.2008)   
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 What is the rationale for considering the Individual shareholding of 

the Acquirer for the Open Offer Obligations?  

http://www.google.co.in/imgres?imgurl=http://www.servitokss.com/wp-content/uploads/2009/07/man_question_mark.jpg&imgrefurl=http://www.servitokss.com/question-marks/&usg=__OYXhgEceQbIE0NhqDgtdAxnhbus=&h=359&w=286&sz=11&hl=en&start=11&zoom=1&tbnid=RtcmX_DtJpu3_M:&tbnh=121&tbnw=96&ei=b-OSToO3NsXLrQfNuKHrCw&prev=/search?q=question+mark&hl=en&sa=X&gbv=2&tbm=isch&itbs=1


OPEN OFFER AND ITS RELATED CONCEPTS 
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• Through 
Shareholder 

Approval 

SEBI (SAST) Regulations, 
2011 

• Through 
Shareholder 

Approval 

SEBI (SAST) Regulations, 
1997 

CHANGE IN CONTROL 
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QUERY 

 What is the impact of withdrawal of alternative for 

the change in control by shareholder approval?  

http://www.google.co.in/imgres?imgurl=http://samanthaarriaga.com/wp-content/uploads/2011/07/Question-Mark-Man2.jpg&imgrefurl=http://samanthaarriaga.com/would-you-be-interested-in-a-side-project-2/question-mark-man-3/&usg=__JGd7TjSI7-89xrKUoPXk77szZtM=&h=300&w=300&sz=15&hl=en&start=81&zoom=1&tbnid=jRBMyB_QeDGnOM:&tbnh=116&tbnw=116&ei=EuSSTpWUMMXyrQffs8WPAQ&prev=/search?q=question+mark&start=63&hl=en&sa=N&gbv=2&tbm=isch&itbs=1
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SEBI (SAST) 
Regulations, 1997 

 

20% 

SEBI (SAST) 
Regulations, 2011 

 

26% 

HIKE IN OFFER SIZE 

http://www.google.co.in/imgres?imgurl=http://www.espiremarketing.org/wp-content/uploads/2009/07/dollar-sign-clipart-profits-up-thumb2184274.jpg&imgrefurl=http://www.espiremarketing.org/free-shipping-equals-more-revenue/&usg=__Y2Fv9cTDUCcOHAdW9g2CVdKbhrY=&h=350&w=253&sz=24&hl=en&start=1&zoom=1&tbnid=jSyD5_-1FaDl3M:&tbnh=120&tbnw=87&ei=8uaSTvCmI8_QrQeXioGxAQ&prev=/search?q=increase+clipart&hl=en&gbv=2&tbm=isch&itbs=1
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OFFER PRICE 

Separate Criteria’s in case of Direct and Indirect Acquisition 

Volume-weighted average market price instead of the simple 
average 

60 trading  days average instead of 26 weeks or 2 weeks 
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VOLUNTARY OPEN OFFER 

• Prior holding of atleast 25% or more shares; 

 

• No acquisition during the preceding 52 
weeks without attracting the obligation to 
make a public announcement. 

Eligibility  

• The Aggregate shareholding not to exceed 
the maximum permissible non-public 
shareholding. 

Condition 

• No further acquisition of shares for a 
period of six months after completion of the 
open offer except by way of another 
voluntary open offer or competing offer.  

Restriction 
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QUERIES 

1. What is the rationale of keeping the prior holding of 25% for 

Voluntary Open Offer?  

 

2. Whether the prior holding criteria for Voluntary Open Offer would 

have negative impact on the Hostile Takeover Attempt?  

http://www.google.co.in/imgres?imgurl=http://www.nyworms.com/images/question marks.JPG&imgrefurl=http://www.nyworms.com/faq.htm&usg=__xU1VJfS0XnXCjo-RTW-vIfVQHWY=&h=270&w=450&sz=50&hl=en&start=20&zoom=1&tbnid=trb_s012ymbPFM:&tbnh=76&tbnw=127&ei=eOSSToqDF8bmrAfyq-iPAQ&prev=/search?q=question+marks&hl=en&sa=G&gbv=2&tbm=isch&itbs=1
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PUBLIC ANNOUNCEMENT (PA) 

Short PA 

• On the same day or 
as specified under 

the regulations 

Detailed PA 

• Within 5 working 
days from Short 

PA 
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SEBI (SAST) Regulations,  
1997 

Upto 25% of the offer 
Price 

(Not to be included in the 
Offer Price) 

SEBI (SAST) Regulations, 2011 

 To be included in the 
Offer Price 

NON COMPETE FEES 
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RECOMMENDATION ON THE OFFER BY BOARD 

 

• Optional 
SEBI (SAST) 
Regulations, 

1997 

 

• Mandatory 
SEBI (SAST) 
Regulations, 

2011 
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• Not Allowed (Until the Completion of Offer formalities)  

SEBI (SAST) Regulations, 1997 

• Allowed 

• After a period of 21 working days from PA 

• Deposit of 100% consideration in the Escrow 
Account 

SEBI (SAST) Regulations, 2011 

COMPLETION OF ACQUISITION UNDER THE AGREEMENT 
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Obligation to bring down the 
shareholding 

Ineligibility to make voluntary 
delisting offer for a period of 12 
months from the completion of 

Offer Period 

INCREASE IN SHAREHOLDING BEYOND MAXIMUM 

PERMISSIBLE NON PUBLIC SHAREHOLDING  AFTER THE 

OPEN OFFER 
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 In case the Acquirer intends to voluntarily delist the Target Company, 

then whether he can keep the Target Company in violation of clause 

40A for a period of 12 Months? 

http://www.google.co.in/imgres?imgurl=http://freeimagesarchive.com/data/media/34/9_question-mark.jpg&imgrefurl=http://freeimagesarchive.com/k-34-34.htm&usg=__fVTE-M3Ug08YbOg9_Q-_NBMeJ6I=&h=299&w=300&sz=21&hl=en&start=19&zoom=1&tbnid=cfcEf8You-0JTM:&tbnh=116&tbnw=116&ei=xuSSTrHfPMurrAefrfnWBg&prev=/search?q=question+mark&hl=en&gbv=2&tbm=isch&itbs=1
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ACQUISITION AFTER THE TENDERING PERIOD 

Acquisition during 26 
weeks after 

Tendering Period 

At a price higher 
than offer price 

Payment of 
difference between 
highest price and 

offer price 

To the shareholders 
whose shares are 

accepted in the offer 

 

Within 60 days from 
such acquisition 



REDECORATION OF EXEMPTIONS 
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http://www.google.co.in/imgres?imgurl=http://www.thelondonstudy.com/wp-content/uploads/2009/09/introduce.jpg&imgrefurl=http://www.thelondonstudy.com/about&usg=__03aNDf4twmTTFpS1aZnnocbZpEo=&h=300&w=400&sz=91&hl=en&start=5&zoom=1&tbnid=wqRBUBfFnRgIKM:&tbnh=93&tbnw=124&ei=MOWSTvrqKszrrQe12qiwAQ&prev=/search?q=introduce&hl=en&sa=G&gbv=2&tbm=isch&itbs=1


O
N

 T
A
R
G

E
T
 

No change in control 

 

Shareholders’ Approval by way of Special Resolution passed 

by Postal Ballot. 

 

ACQUISITION-CORPORATE DEBT RESTRUCTURING   

Conditions 
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ACQUISITION-BUY BACK 

Pre Holding  

<25% 

Exemption  

(Subject to Acquirer 
Reducing Its 

Shareholding Below 
the threshold within a 

period of Ninety Days 
from the date of such 

increase)   

Pre Holding  
between 25-75% 

Shareholders Resolution/Board 
Resolution, as the case may be. 

Acquirer  not voted in favor of 
resolution 

No change in control. 
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ACQUISITION-PREFERENCE SHARES CARRYING VOTING 

RIGHTS 

Acquisition of 
Voting Rights 

Preference 
shares carrying 

voting rights 

In terms of Section 87(2) of 

the Companies Act, 1956 
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NO AMBIGUITY IN REPORTING THE DETAILS OF 

EXEMPTION 

 

{As given in Regulation 3(4) of SEBI (SAST) 

Regulations, 1997} 

http://www.google.co.in/imgres?imgurl=http://quantmleap.com/blog/wp-content/uploads/2011/07/report_pic.jpg&imgrefurl=http://quantmleap.com/blog/2011/07/more-on-meaningful-reporting/&usg=___yTg2EyibLog-O4vqr_N7Jxul2I=&h=331&w=324&sz=15&hl=en&start=7&zoom=1&tbnid=JviFIqb2sMC07M:&tbnh=119&tbnw=116&ei=3OWSTof9HYbqrQe3k6GoAQ&prev=/search?q=reporting&hl=en&gbv=2&tbm=isch&itbs=1


NEW DISCLOSURES LIMITS 
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DISCLOSURE LIMITS   

Encumbered Shares 

On the encumbrance, Invocation or release of encumbrance 

Continual Disclosures 

Persons holding ≥25% Every Promoter 

Event Based Disclosure 

Acquisition of ≥5% Change of ≥2% after the 5% 

No obligation on the Target 

Company to give the disclosure 

to Stock Exchange. 



O
N

 T
A
R
G

E
T
 

KEY POINT 

Aggregate shareholding of Acquirer and PACs  to be considered for making the 

disclosure.  

Radheshyam Tulsian  V. 
SEBI  

(SAT-26.04.2006) 

Mega Resources Limited 
v. SEBI   

(SAT-19.03.2002) 
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KEY POINT 

Acquisition and Holding of any convertible security shall also 

be regarded as shares and disclosures of such acquisitions 

and holdings shall be made accordingly. 

http://www.google.co.in/imgres?imgurl=http://blogs.msdn.com/blogfiles/willy-peter_schaub/WindowsLiveWriter/VSTSRangersProjectsthecompletelist_85C8/CLIPART_OF_10905_SM_2.jpg&imgrefurl=http://blogs.msdn.com/b/willy-peter_schaub/archive/2009/03/17/vsts-rangers-projects-the-next-nuggets-are-under-construction.aspx&usg=__qVcbLfXZNsm0AcrT-fNSbrWvgr4=&h=480&w=480&sz=42&hl=en&start=8&zoom=1&tbnid=Raxcu7NXGqWx5M:&tbnh=129&tbnw=129&ei=pOaSTqSlHMjSrQfwocG6AQ&prev=/search?q=important+clipart&hl=en&sa=X&gbv=2&tbm=isch&itbs=1
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Corporate Professionals Capital Private Limited 
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New Delhi-110 049 

Ph: +91.11.40622200;  FAX: +91.11.40622201 
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