
Partial Demerger: The Retained Stake
See-Through Economics, the Control Shift, and the SEBI Caution

W H E N  C O N T R O L  S H I F T S

Unlike a mirror demerger, the parent's stake survives

W H A T   I T   I S ,   A N D   H O W   I T   W O R K S :   P R O M O T E R S   4 0 % ,   P U B L I C   6 0 %

P A R T I A L  D E M E R G E R
What it is

The undertaking moves to the resulting company, but 
the demerged company keeps its existing stake: 
shareholders hold part directly and the rest through it.
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W H A T   C H A N G E S ,   A N D   W H A T   D O E S   N O T

V A L U A T I O N
Substantively moot

On a see-through basis no economic interest changes. 
Ratio and retention are capital structuring choices

C O N T R O L
Where promoters exist

Promoters vote the retained block via the demerged 
company: 40% without a majority becomes 70% with 
one. ITC, wholly public-held, saw no such shift

T A X
Neutral, with two frictions

Tax neutrality preserved since the conditions of a tax 
neutral demerger only requires proportionate issuance 
of shares; cost splits basis net book value

W H E R E   P R O M O T E R S   E X I S T :   T H R E E   R E S P O N S E S

01
MI R ROR IM AGE

Cancel the retained stake. If the resulting 

company needs support, infuse capital after the 
demerger instead.

02
PUBLI C S HARE HOLD ER  VOTE

Majority of minority approval secures the 

consent of those being diluted, but the control 
shift itself remains.

03
R ET ENTI ON SI ZI NG

Control tips once retention exceeds (50 − p) ÷ 

(100 − p): about 17% at p = 40. Public's direct 
slice should stay at 25% or more.

T H E   S E B I   C A U T I O N    Value mirrors on a see-through basis; control does not, wherever promoters exist
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