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Vedanta delisting throws-up
questions regarding disclosing
unconfirmed bids

Had Vedanta’s delisting gone through it would have been the largest ever in
India. Given this, it is no surprise that its failure has attracted undue
attention with a large part of this is focused on unconfirmed bids. Are these
bids put in to create a momentum? What if there are genuine data errors?
Doesdisclosing these bids serve a purpose and if it does, how best to do so.
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3.900.00 1 20 2 20 1252247312 1252247912 123181.696 - 123181696  1.37.54.29.608
4,485 00 1 15 15 15 172522479727 .« 1252247927 1231381 696 - 123181696 1375429673
5,000.00 2 250 %0 250 1,2522.48177 1252248177  12,3181,696 = 123181,096 1,37,5429873
5,004 90 1 4093 4093 4093 1252252270 « 1252252270 12.3181,696 - 123181696 1,37,54,33966
542375 1 400 400 400 1252252870 1252282670  123121,606 = 123181606  1,37,54,34366
549015 1 2450000 24.50.000 2450000 1254702670 1.2547.02670  12.3181.696 - 123181696  1.37.7884.366
5,595.00 4 241 2141 2041 1254704811 - 1254704811 123181,696 - 123181,696 1,37,78,86,507
5,895.00 1 50 5 50 1254704861 - 1254704861 123131696 - 123181696 1,37,7886,557
872500 2 412 412 a2z 1254705273 - 1254705273 123181606 - 123181606 1377886060
9,000.00 1 30 0 30 1,2547,05303 - 1254705303  123181,696 - 123181696 1,37,7886999
10,000.00 2 643 643 843 1,2547,09946 © 1254705946  123181,696 = 123181,696  1,37,78,87,042
10,001.00 1 1 1 1 1254705047 1254705047 12318169 123181606 1,37,78,87.643
15,000.00 2 80 80 80 1,2547.06027 + 1254706027 12.3181.696 - 123181,696 137.7887.723
17,000.00 1 100 100 100 1.2547.06127 1254706127  12.3181.696 = 123181696 1377887.823
18,323.00 1 210 210 210 1,25,47,06,337 « 1254700337 12.3181,696 « 123181696 1377888033
20,000.00 2 2 2 2 1,26,47,06,368 1.2547,06368  12,21,81,696 123181696 1,27,78.88,064
25,000.00 1 1 1 1 1254706359 + 1254706359 123181696 - 123181696 1377888055
2750000 1 85 5 55 1254706414 - 1254700414 123131,696 - 123181696 1.37,7888110
30,000.00 1 100 100 100 1254706514 - 1254706514 123101,696 - 122100696 1377000210
50,000.00 2 500 sm 501 1254707015 - 1254707015 123181,606 - 123181606  1,37,78.88711
1.00,000.00 7 n 2n 21 1254707286 - 1254707286 12.3181,696 - 123181696 1377888982
1.00,001.00 1 348 34 B 1254707634 - 1254707634 123181,696 - 123181696 1377889330

Source: Exchange Platform

All book-built transactions — be it IPOs or reverse book-building for delisting - happen
on the stock-exchange. The broker receives the order and feeds these to the exchange,
where they are bucketed as confirmed and unconfirmed. These labels are self-
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explanatory. While technology allows for a smooth data transfer and execution, there
is still scope for error — which is why this category is under the spotlight.

Broker punches in a wrong bid.

The stock exchange platform currently does not allow the incorrect bid to be
expunged from the system. Hence, the broker would input a new bid making the
correction, however, the older incorrect bid continues to be reflected without being
unconfirmed. The incorrect bid, by definition, would not even show up with the
custodian and thus stay unconfirmed all the while.

Every single SEBI registered broker can bid, so an input error can come from any part
of the broking network.

As an example, in case of Vedanta, there were the 69.6 million unconfirmed bids at a
Rs. 320.00 price. This needs to tie in with the shareholders holding thiscount of shares.

Abenign explanation is that the broker acting on behalf of these shareholder/s
inputtedthis number and had no way to expunge the incorrect bid. Whether it was a
genuine error or deliberate, although hard to establish, needs to be looked into.

Custodians take time to confirm
Note that all QIBs place the order with their broker andsimultaneously pass on the

same order instruction to their custodian: the custodian too is required to confirm the
order with the stock exchange.

This confirmation typically takes a few hours. Only after this confirmation, the order
will be reflected as a confirmed order on the stock exchange website portal.

The custodian is unable to confirm a bid either because of lack of time or any other
procedural issues at their end, i.e., not receiving a full set of instructions from their
clients or the client dragging their feet.

This typically is more likely for FPIs where instructions are received through their global
custodian counterparts and its possible that full set of instructions are not received.
There is no doubt the need for technology to inform investors whether their bids have
been confirmed. But holding unconfirmed bids and relying on brokers or custodians to
convey bid success is sub-optimal for investors.

There are other issues as well. Bidding is permitted in 5 paise gaps, testing the systems
robustness to the fullest. For Vedanta, the floor price to bid was Rs 87,25 and bids
went all the way to Rs 100,001.00.Also,that of disclosing confirmed bids, unconfirmed
bids and the grand total and how lay investors interpret this.
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In an ideal world, it would be helpful if investors placed their orders a bit earlier in the
process and not wait till the last-minute. A lesson reinforced by the glitch in the data
displayed by the exchange on the last day of receiving bids — we park aside what this
means for timelines. But investors are constantly looking for that little bit of additional
information, so it is a tall ask.

The question that remains to be answered is whether disclosing unconfirmed bids
serve a purpose - do they provide guidance to the market or do they mislead the
market. If they are genuine these can be used to create momentum, but it may happen
that an investor stays away from tendering their shares if they believe that the 90%
threshold has been reached. And if they are misleading, these should find no place.

How to deal with unconfirmed bids is the issue that Vedanta's failed delisting throws-
up and this needs to be addressed.

Related Research
e Vedanta Limited: Discovering the right price, 6 Oct 2020
e Vedanta: Delisting Postal Ballot, 8 June 2020
e Vedanta Delisting: Yet another replay, 15 May 2020



https://www.iiasadvisory.com/single-post/vedanta-s-delisting-discovering-the-right-price
https://www.iiasadrian.com/app/meetings/91c0c4a1-d90a-43d7-af5a-959b06dc9a72/iias-recommendation
https://www.iiasadvisory.com/single-post/2020/05/15/vedanta-s-delisting-yet-another-replay

AN INSTITUTIONAL
¥ INVESTOR
\DVISORY SERVICES

Disclaimer

This document has been prepared by Institutional Investor Advisory Services India Limited (liAS). The information contained herein
is solely derived from publicly available data, but we do not represent that it is accurate or complete and it should not be relied on
as such. liAS shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in
the information contained in this report. This document is provided for assistance only and is not intended to be and must not be
taken as the basis for any voting or investment decision or construed as legal opinion/advice. The user assumes the entire risk of
any use made of this information. Each recipient of this document should make such investigation as it deems necessary to arrive
at an independent evaluation of the individual resolutions referred to in this document (including the merits and risks involved).
The discussions or views expressed may not be suitable for all investors. The information given in this document is as of the date
of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. liAS reserves the right to make modifications and alterations to this statement as
may be required from time to time. However, liAS is under no obligation to update or keep the information current. Nevertheless,
liAS would be happy to provide any information in response to specific queries. Neither liAS nor any of its affiliates, group
companies, directors, employees, agents or representatives shall be liable to any person for any damages whether direct, indirect,
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of this information.
The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should
not be treated as endorsement of the views expressed in the report.

Confidentiality

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in
part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject liAS to any registration or licensing requirements within such
jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession
this document comes, should inform themselves about and observe, any such restrictions. The information provided in these
reports remains, unless otherwise stated, the copyright of liAS. All layout, design, original artwork, concepts and other Intellectual
Properties, remains the property and copyright of liAS and may not be used in any form or for any purpose whatsoever by any
party without the express written permission of the copyright holders.

Other Disclosures

liAS is a SEBI registered research entity (proxy advisor registration number: INHO00000024) dedicated to providing participants in
the Indian market with independent opinions, research and data on corporate governance issues as well as voting
recommendations on shareholder resolutions of about 750 listed Indian companies (https://www.iiasadvisory.com/iias-coverage-
list). Our products and services include voting advisory reports, standardized services under the Indian Corporate Governance
Scorecard, and databases (www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed
against the company by any of the Regulators or Courts/Tribunals.
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About liAS

Institutional Investor Advisory Services India Limited (liAS) is an advisory firm, dedicated to
providing participants in the Indian market with independent opinions, research and data on
corporate governance issues as well as voting recommendations on shareholder resolutions
for about 800 companies that account for over 95% of market capitalization.

lIAS provides bespoke research, valuation advisory services and assists institutions in their
engagement with company managements and their boards.

lIAS has equity participation by Aditya Birla Sunlife AMC, Axis Bank Limited, Fitch Group
Inc, HDFC Investments Limited, ICICI Prudential Life Insurance Company Limited, Kotak
Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation Limited, UTI Asset
Management Company Limited and Yes Bank Limited.

lIAS is a SEBI registered research entity (proxy advisor registration number: INHO00000024).



