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VOLUNTARY DELISTING: A LOOK AT THE NEW AMENDMENTS

In the recent past, voluntary delisting offers have had limited success due to various reasons such as difficulty in
procuring the required public shareholder interest, speculative bidding and artificial inflation of the exit prices.

On September 25, 2024, SEBI notified the Securities and Exchange Board of India (Delisting of Equity Shares)
(Amendment) Regulations, 2024 with an aim to provide acquirers with more flexibility and options in undertaking
voluntary delisting offers.

The major amendments include introduction of fixed price option, change in manner of determination of counter
offer price and floor price, change in determination of reference date, modification to the counter offer thresholds
and introduction of framework on delisting of an investment holding company.

INTRODUCTION

An Indian listed company’s equity shares can be delisted either compulsorily or voluntarily. Compulsory delisting
occurs when a recognised stock exchange makes a reasoned order based on any of the grounds prescribed in the
rules made under the Securities Contracts (Regulation) Act, 1956 after the non-compliant company is given an
opportunity to be heard.

Voluntary delisting, on the other hand, is a matter of choice wherein an acquirer — usually the company’s promoter —
can choose to delist the company’s equity shares from a recognised stock exchange on which they are listed.
Unless, after the delisting, the company’s equity shares will remain listed on a recognised stock exchange having
nationwide trading terminals, the Securities and Exchange Board of India (“SEBI’) mandates the acquirer to follow an
elaborate and time-consuming process that entails providing an exit opportunity to the company’s public
shareholders in the manner stipulated under the Securities and Exchange Board of India (Delisting of Equity Shares)
Regulations, 2021 (“Delisting Regulations”).

THE DELISTING AMENDMENTS

In the recent past, voluntary delisting offers have had limited success due to various reasons such as difficulty in
procuring the required public shareholder interest, speculative bidding and artificial inflation of the exit price making
the delisting offer expensive and impracticable. In an attempt to resolve these issues, SEBI constituted a subgroup of
its Primary Market Advisory Committee (“PMAC’) on December 18, 2022 to review the existing voluntary delisting

framework. Subsequently, on August 14,2023, SEBI issued a consultation paper1 inviting comments from the public.
Based on the comments received and the PMAC’s recommendations, SEBI, in its meeting held on June 27,2024,

approved certain amendments to the existing voluntary delisting framework.? Finally, on September 25, 2024, SEBI
notified the Securities and Exchange Board of India (Delisting of Equity Shares) (Amendment) Regulations, 2024

(“Delisting Amendments”)

The Delisting Amendments aim to provide acquirers with more flexibility and options in undertaking voluntary
delisting offers. The amendments are effective from September 25, 2024, and apply to any delisting offer whose
initial public announcementis made on or after September 25, 2024. Acquirers also have the option to make a
delisting offer under the pre-amended delisting regulations for a period of 60 days from September 25, 2024.
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CONCLUSION

The Delisting Amendments provide acquirers with more flexibility and options in undertaking voluntary delisting
offers under the Delisting Regulations. The inclusion of a fixed price option coupled with a revision in the reference
date for determining the floor price will help mitigate volatility and speculative activities associated with the RBB
process. Furtheremore, the reduced threshold for making a counter offer in the RBB process will alleviate some of the
issues plagued by unsuccessful delisting offers in the past. Overall, the amendments will make the delisting process
more predictable and allow acquirers to give a meaningful exit opportunity to the public shareholders.

- Sapna Kataria, Vasavi Kaparthi and Viral Mehta
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