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Types of M&A Transactions A7 &COnas

A 4 \ 4

Ach|5|t|or.1/ Debt Restructuring e
Amalgamation

Restructuring

Capital
Reorganisation

Bonus RPS/
Debentures

I —

Business " . :
Acquisition Share Acquisition Capital Reduction
| Consolidation/
l l l Split
Buyback

' Demerger/

Merger ‘l Slump sale l' Asset sale l

Conversion of
shares © Khaitan & C0 2023 3
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Lifecycle of a M&A Transaction

Discussion
between

Principals

Entering
Term
Sheets
(Binding /
Non
binding)

Conducting
due
diligence
(legal, tax &
financial)

Valuation
exercise

Price
Negotiation

Drafting
definitive
documents

Signing of
definitive

documents

Approvals
from
regulatory
authorities,
third
parties,
shareholde
r etc. (as
applicable)

Closing

actions

Post closing

compliance
, if any
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Modern perspective

- . . . L4
M&A is an inorganic A Scheme is a court-

corporate action | approved agreement
undertaken by corporates between companies/ its
to acquire/ sell/ dispose of, shareholders/ creditors
rights, interests, control, Scheme is one of the
___ ownership, over businesses __ methods for doing M&A

= Conventional perspective = Modern perspective
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M&A objectives through Schemes
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What kind of

" business objectives
can be achieved

through schemes ?
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Advantages of Scheme
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Why not pass simple resolution/ execute bi-lateral agreement instead of a Tribunal approved scheme

Sanctity of
Tribunal
Approval

Advantages !

Retrospective
effect

Taxation
benefits

transaction
costs

Regulatory
exemptions &
benefits

Key considerations

Timeline

Corporate approval thresholds

Available for scrutiny
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Sectoral
Regulators
(RBI, IRDAI,

DoT et al)

Accounting
Standards

Companies Act

Income Tax Competition
Act Act

Stamp Duty

IEIS
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Scheme | Process — Listed Companies I &COREH
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Case Study I: Acquisition of identified business through Scheme +
Issue of shares by Holding Company

Objectives

° °
Proposed structure

* Acquisition of Identified Business of Target by List Co in cashless
manner

Issue of shares
eyl —— —— —— — — — — — — — —

* Tax efficient acquisition structure

* |dentified Business to be housed in separate subsidiary of List Co

Key Considerations

Demerger to be tax neutral

100%

~ [dentified 7
—B-USJ-QESS- -1 Demerger

~ -
\ﬁ_ _’/

* SEBI, stock exchanges, NCLT & other regulatory approval required
for demerger

Resultant structure e Stamp duty on demerger to be analysed

No open offer implications on issue of shares of List Co to
promoters of Target

Promoters

100%

[~ Tdentified” |
|_ _Business. |



Case Study II: Leverage buy-out

Ml Obicctives

Proposed structure * Non-resident Investor (NR investor) to acquire 100% stake in
Target through appropriate debt — equity mix

Key Considerations

Promoters

Acquire 100%

stake

100% + NCDs * Debt (ie NCDs) pushed to merged Target

* Promoters liable to pay capital gains tax on sale of shares of
Target

* Merger to be tax neutral
* NCLT & other regulatory approval required for merger
e Stamp duty on merger to be analysed

Resultant struct . . . . .
cotitant strictre * Compliance with FEMA regulations required for acquisition of

Target

* Deduction of interest paid on NCDs to NR investor possible
100% + NCDs subject to thin capitalization rules



Case Study Ill: Delisting of a business through Scheme + Liquidity/
exit option to public shareholders

®

Proposed structure

Resultant structure

Issue of equity shares/ listed °
RPS + Exit option

Delisting of identified business of List Co

Providing liquidity / exit option to public shareholders (NR as well
as R)

Key Considerations

=

[ ]
®_©O
Promoters @ °
- s
[ ]
[ ldentified |

L _ business__ _|

Demerger was tax neutral assuming conditions of demerger are
complied with

SEBI, stock exchanges, NCLT & other regulatory approval required
for demerger

Stamp duty on demerger to be analysed
Equity shares of New Co are not proposed to be listed

Exit opportunity for public shareholders by issue of listed RPS
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No representation, warranty or assurance is given, and none shall be implied, that the information provided in
this presentation is accurate, complete, sufficient or not misleading or that any opinion given is reasonably
based.

Any information provided or any opinion given in this presentation does not constitute reliable legal advice.
Recipients must not rely or act upon such information or opinion and must take their own steps to verify such
information and obtain specific legal advice relevant to their own circumstances.

Opinions expressed in this presentation by individual partners or employees of Khaitan & Co (“Firm”) or
unrelated parties are individual opinions and do not reflect the views of the Firm, and must not be attributed
to the Firm, unless expressly confirmed in writing by the Firm.

The Firm accepts no responsibility or liability (whether by statute, in equity, in tort or otherwise) for any loss or
damage (economic or otherwise) suffered by any person who relies or acts upon any information provided or
opinion given in this presentation.

The law of India governs this presentation and all rights and remedies arising and recipients shall submit to the
exclusive jurisdiction of the courts of India in respect of any claims arising out of or related to this presentation.
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