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Delisting of Equity Shares Regulations 2009

The Securities Exchange Board of India (SEBI) announced new Delisting Regulations on June 10, 2009.  

Any Indian company electing to delist voluntarily or following compulsory delisting from one or multiple stock exchanges, where its shares are listed, must comply with the applicable provisions from the 2009 regulations.

Voluntary delisting: The 2009 regulations provide for two situations for voluntary delisting:

1. When there is no need for an exit opportunity for the other shareholders, prior approval of the Board of the Company, seeking to delist and a public notice, specifying reasons for delisting in three newspapers – English, Hindi and a regional daily is required.

2. When an exit opportunity is necessary: Shareholders, excluding the one seeking to cause to voluntary delisting, are required to be given an exit opportunity at a price to be quoted by them.

In addition to the Board approval, the 2009 regulation mandates that a special resolution of the shareholders through a poster ballot be passed.

The 2009 regulations do not apply to delisting, pursuant to a scheme sanctioned by the Board of Financial and Industrial Reconstruction (BIFR) or by the National Company Law Tribunal.

Companies cannot delist their securities pursuant to buyback and preferential allotment.

Any instrument, pending conversion into equity shares, cannot be delisted. 

Compulsory delisting: The new regulations provide six main grounds when a stock exchange can order compulsory delisting. These are as follows:

1. The company had a negative net worth and has incurred losses during the preceding three consecutive years.

2. Trading in securities has remained suspended for more than six months.

3. Infrequent trading of the securities during the preceding three years.

4. The company/its promoters/directors have been convicted for failure to comply with three securities related legislations and their rules coupled with an award for a penalty of at least US$ 200,000 approximately or imprisonment of a minimum period of three years.

5. The addresses of the company/its promoters/directors are unknown or false addresses have been furnished or unauthorized change of its registered office address in contravention of the law.

6. Public shareholding of the company falls below the minimum level prescribed in the listing agreement and the company fails to raise it to the required level within the stipulated time.

