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Introduction to Companies Act

The Companies Act serves as the primary legislation governing the incorporation, 

operation, and dissolution of companies in many jurisdictions. In the context of 

Mergers and Acquisitions (M&A), it provides the legal framework that regulates:

• Corporate restructuring processes

• Protection of stakeholder interests

• Disclosure requirements

• Approval mechanisms
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Evolution of Companies Act

1

Original Enactment

Initial legislation establishing basic corporate governance and merger 

provisions

2

Major Amendments

Significant updates addressing globalization and economic liberalization

3

Modern Reforms

Contemporary provisions enhancing transparency, stakeholder protection, 

and streamlining M&A processes

The evolution reflects changing business environments and the need for more sophisticated regulatory frameworks to address complex corporate transactions.
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Key Provisions for Mergers

Section 230-232

Covers the compromise or arrangement between a company and its 

creditors or members, including merger schemes

Section 233

Fast-track mergers for small companies, holding-subsidiary arrangements

Section 234

Provisions for mergers and amalgamations of companies with foreign 

companies

Section 235-236

Acquisition of shares of dissenting shareholders and minority buyout
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Key Provisions for Acquisitions

Share Purchase Provisions

• Section 236: Compulsory acquisition of 

minority shareholding

• Section 58-59: Transfer and 

transmission of securities

• Section 68-70: Provisions governing 

share buybacks

Asset Purchase Provisions

• Section 180: Restrictions on powers of 

Board regarding asset sales

• Section 188: Related party transactions

• Section 110: Postal ballot requirements 

for significant asset sales
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Regulatory Approval Process

Board Approval

Boards of both companies must approve the scheme of merger/acquisition

Shareholder Approval

75% of shareholders (by value) must approve the scheme in a meeting ordered by the Tribunal

Creditor Approval

Creditors representing 75% in value must approve the scheme

Tribunal Approval

National Company Law Tribunal (NCLT) must sanction the scheme after considering all stakeholder interests

Regulatory Filings

Filing of approved scheme with Registrar of Companies and other relevant authorities
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Disclosure Requirements

Financial Disclosures

• Valuation reports

• Accounting treatment

• Financial position impact

Shareholder Information

• Fairness opinions

• Share exchange ratios

• Rights of dissenting shareholders

Regulatory Filings

• Stock exchange notifications

• Competition Commission approvals

• Sectoral regulator clearances

The Companies Act mandates comprehensive disclosures to ensure transparency and protect stakeholder interests throughout the M&A process.
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Fast-Track Merger Process

Section 233 Provisions

The Companies Act introduced a simplified procedure for certain types of mergers:

• Between two or more small companies

• Between a holding company and its wholly-owned subsidiary

• Between prescribed class of companies

This streamlined process reduces time and cost by requiring fewer approvals and 

simplified documentation.
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Cross-Border Mergers

1

Section 234 Framework

Enables mergers between Indian and foreign 

companies subject to RBI approval and 

compliance with specified regulations

2

Inbound Mergers

Foreign company merging with Indian 

company - subject to sectoral FDI caps and 

compliance with FEMA regulations

3

Outbound Mergers

Indian company merging with foreign company 

- permitted only with companies in specified 

jurisdictions with RBI approval

Cross-border mergers represent a significant advancement in the Companies Act, facilitating global business integration while maintaining regulatory oversight.
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Protection of Minority 

Shareholders

Key Protections

• Class action suits (Section 245)

• Oppression and mismanagement 

provisions (Section 241-244)

• Exit opportunities for dissenting 

shareholders

• Tribunal power to modify schemes to 

protect minority interests

Squeeze-Out Provisions

• Section 236 allows majority 

shareholders (90%+) to acquire 

minority shares

• Fair valuation requirement

• Deposit of consideration in separate 

bank account

• Tribunal oversight of the process
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Case Study: Vodafone-Idea Merger (2018)

Transaction Overview

Merger of equals creating India's largest telecom 

operator with 35% market share and 408 million 

subscribers. Combined enterprise value of $23 

billion.

Regulatory Process

Required multiple approvals: NCLT, DoT, SEBI, 

CCI. Complex due to spectrum holding restrictions 

and market dominance concerns.

Impact Analysis

Significant market consolidation. Demonstrated the 

application of Companies Act provisions for large-

scale mergers with sector-specific regulatory 

overlays.

20/09/2025 Companies Act and Its Provisions on M&A 23BBE735-MERGERS AND ACQUISITIONS Dr.K.Premalatha       12/20



Case Study: HDFC-HDFC Bank Merger (2022)

Transaction Details

• $40 billion merger creating India's second-largest company by market cap

• Merger of HDFC Ltd (housing finance) into HDFC Bank

• Share swap ratio: 42 shares of HDFC Bank for every 25 shares of HDFC Ltd

Regulatory Challenges

• Required approvals from RBI, SEBI, CCI, IRDAI, NCLT

• Complex due to banking sector regulations and size of entities

The merger demonstrated the application of Companies Act provisions for financial sector 

consolidation, highlighting the interplay between the Act and sector-specific regulations.
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Case Study: Tata Steel-Bhushan Steel Acquisition (2021)

1

Transaction Overview

₹35,200 crore acquisition of Bhushan Steel by Tata Steel through the 

Insolvency and Bankruptcy Code (IBC) process

2

Legal Framework

Demonstrated interplay between Companies Act and IBC provisions for 

distressed asset acquisitions

3

Regulatory Process

Required NCLT approval under both IBC and Companies Act provisions, 

with CCI clearance for competition concerns

4

Impact

Created India's second-largest steel company and established precedent for 

using M&A provisions in conjunction with insolvency proceedings
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Sector-Specific Regulatory Overlays

Sector Additional Regulators Key Requirements

Banking Reserve Bank of India (RBI) Fit and proper criteria, capital adequacy, branch 

network rationalization

Insurance Insurance Regulatory and Development Authority 

(IRDAI)

Solvency margins, policyholder protection, 

ownership caps

Telecom Department of Telecommunications (DoT) Spectrum caps, market share limits, license 

transfer approvals

Pharmaceuticals Competition Commission of India (CCI) Market concentration analysis, essential medicine 

availability

The Companies Act provisions operate alongside sector-specific regulations, creating a multi-layered approval process for M&A transactions in regulated industries.
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Recent Trends in M&A Regulation

Digital and Technology Focus

• Enhanced scrutiny of tech sector acquisitions

• Data privacy and security considerations

• Evaluation of digital market dominance

ESG Integration

• Environmental impact assessments

• Corporate governance evaluation

• Social responsibility disclosures

Procedural Streamlining
• Electronic filings and approvals

• Simplified documentation for certain transactions

• Faster regulatory clearances
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Challenges in M&A Compliance

Procedural Complexity

• Multiple regulatory approvals

• Sequential timing requirements

• Coordination across jurisdictions

Valuation Disputes

• Fair exchange ratio determination

• Minority shareholder challenges

• Tax authority scrutiny

Post-Merger Integration

• Regulatory conditions fulfillment

• Compliance harmonization

• Cultural integration issues

Navigating these challenges requires specialized legal expertise and careful planning throughout the M&A process.
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Best Practices for M&A Compliance

Pre-Transaction Planning

Comprehensive regulatory mapping and compliance strategy development 

before announcement

Documentation Excellence

Meticulous preparation of all required filings with clear disclosure of material 

information

Stakeholder Engagement

Proactive communication with shareholders, creditors, employees, and 

regulators

Post-Merger Monitoring

Ongoing compliance tracking and fulfillment of regulatory conditions after 

transaction completion
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Key Takeaways

Comprehensive Framework

The Companies Act provides a robust legal structure for M&A transactions 

with specific provisions addressing various transaction types

Stakeholder Protection

Multiple provisions safeguard interests of shareholders, creditors, and 

employees during corporate restructuring

Regulatory Complexity

M&A transactions require navigation of multiple regulatory frameworks 

beyond just the Companies Act

Evolving Landscape

Regulatory approach to M&A continues to evolve with market 

developments and emerging business models
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