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ANALYZING THE IMPACT OF REGULATORY
FRAMEWORKS ON MERGERS AND ACQUISITIONS
IN THE INDIAN FINANCIAL LANDSCAPE: A CASE
STUDY OF THE PAYU-BILLDESK ACQUISITION
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ABSTRACT

This research paper investigates the regulatory framework governing mergers and
acquisitions (M&A) in India and its impact on the recent acquisition deal between
PayU and BillDesk. Through a comprehensive analysis of relevant laws, including
the Companies Act, the Competition Act, and the Foreign Exchange Management
Act, the study examines the regulatory challenges and opportunities encountered
during the M&A process. Additionally, the research explores the implications of
regulatory compliance on market competition, consumer protection, and investor
confidence in the Indian financial sector. The case study of the PayU-BillDesk
acquisition provides insights into the practical application of regulatory
requirements and the role of regulatory authorities in facilitating or hindering
M&A activities. By adopting a qualitative approach and utilizing primary and
secondary data sources, including interviews with key stakeholders and analysis of
government reports and academic literature, the paper aims to contribute to a
nuanced understanding of the regulatory landscape surrounding M&A
transactions in India. The findings of this study offer recommendations for
policymakers, regulators, and industry stakeholders to streamline the M&A
process and promote sustainable growth in the Indian financial landscape, while
also stimulating further academic inquiry into the role of regulation in shaping

corporate strategies and market dynamics in emerging economies.
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I. INTRODUCTION

One of the most efficient methods to speed up the execution of a company's strategy for quick
expansion is via mergers and acquisitions (“M&A”). Companies across industries, including
telecommunications, pharmaceuticals, automobiles, food and drinks, and others, have
expanded rapidly in recent years, in no little part as a result of their aggressive merger and
acquisition strategy. The term “mergers and acquisitions” is used to describe the process
through which two businesses become one. Merger and acquisition are sometimes used

synonymously, although both expressions have distinct legal implications.?

In an acquisition, the bigger corporation purchases the smaller one and takes over its
operations. A merger, on the other hand, refers to the coming together of two businesses of

about the same size to function as a single organization going forward.

Initially, M&A transactions in India were coordinated by government agencies and financial
institutions within a regulated framework. However, from the beginning of the final decade
of the twentieth century, Indian companies have been exposed to both internal and foreign
rivalry, and competitiveness has become a requirement for survival. Most Indian firms
nowadays choose to expand via mergers and acquisitions rather than organic growth because
of the intense competition they face on both the local and international fronts. Most businesses
want to influence consumers all over the globe for financial gain, and they may accomplish
this by forming partnerships with similar businesses at home and abroad. Mergers and
acquisitions have shown to be an effective method for increasing a company's global reach,

diversifying its product offerings, entering new markets, and enhancing R&D capabilities.?
II. MERGERS AND AMALGAMATIONS

Neither the Companies Act of 2013 (“CA 2013”) nor the Income Tax Act of 1961 (“ITA”)
define a “merger”. The term “merger” is used to describe the process of bringing together two
or more businesses into a single company, to combine their resources and operations. Mergers
may be pursued for a wide variety of reasons, including the creation of synergies and economies

of scale, the purchase of technology, and entry into new markets. If two companies decide to

2 Pandya, Viral Upendrabhai, L. Street, and L. Street. "Mergers and Acquisitions Trends—The Indian
Experience." International journal of Business administration 9, no. 1 (2018): 44-54.

3 Kumar, Satish, and Lalit K. Bansal. "The impact of mergers and acquisitions on corporate performance in
India." Management Decision 46, no. 10 (2008): 1531-1543.
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combine into one, both will ultimately fail. The plans of arrangement or compromise between

a firm, its owners, and/or its creditors are addressed under Sections 230-234 of CA 2013.*

1. Horizontal Mergers: Horizontal mergers, also known as horizontal integration, involve the
consolidation of two companies operating in the same stage of the industrial process. Under
the Indian Companies Act, mergers and amalgamations are governed by Sections 230-234,
which outline the procedures for schemes of arrangement or compromise between companies
and their shareholders or creditors. The Competition Act, enforced by the Competition
Commission of India (CCI), scrutinizes horizontal mergers to prevent anti-competitive
practices. The CCI assesses whether the merger is likely to result in a substantial lessening of
competition in the relevant market and may require the merging parties to make divestments

or modifications to mitigate any adverse effects on competition.

ii. Vertical Mergers: Vertical mergers involve the combination of two companies operating
in different but complementary segments of the manufacturing or industrial value chain. The
Companies Act provides for the approval of such mergers through schemes of arrangement or
compromise, subject to the scrutiny of the National Company Law Tribunal (NCLT). The
Competition Act empowers the CCI to examine vertical mergers to ensure that they do not lead
to anti-competitive effects, such as foreclosure of competitors or restriction of consumer
choice. The CCI may impose conditions or require modifications to address any concerns

regarding market dominance or abuse of market power.

1ii. Congeneric Mergers: Congeneric mergers occur when two firms merge without producing
identical goods but have similar distribution channels or technological infrastructure. The
Companies Act governs the approval process for congeneric mergers, requiring the submission
of schemes of arrangement or compromise for consideration by the NCLT. The CCI evaluates
congeneric mergers to assess their potential impact on competition in relevant markets,
focusing on factors such as market share, barriers to entry, and potential for coordinated effects.
Remedies may be imposed to address competition concerns, such as divestiture of overlapping

businesses or licensing of intellectual property rights.

iv. Conglomerate Mergers: Conglomerate mergers involve the combination of two
companies from different sectors to diversify product offerings or expand into new markets.

The Companies Act sets out the procedures for approving conglomerate mergers through

4 Kar, Rabi Narayan, Niti Bhasin, and Amit Soni. "Role of mergers and acquisitions on corporate performance:
emerging perspectives from Indian IT sector." Transnational Corporations Review 13, no. 3 (2021): 307-320.
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schemes of arrangement or compromise, subject to review by the NCLT. The Competition Act
requires the CCI to assess conglomerate mergers to determine whether they are likely to result
in adverse effects on competition, such as creation or strengthening of market dominance.
Remedial measures may be imposed to address competition concerns, such as non-compete

clauses or restrictions on cross-subsidization.

v. Cash Merger: In a cash merger, shareholders of the acquired company receive cash instead
of stock in the new entity. The Companies Act governs the process of cash mergers, requiring
approval through schemes of arrangement or compromise sanctioned by the NCLT. The
Competition Act empowers the CCI to review cash mergers to ensure that they do not result in
anti-competitive effects, such as market foreclosure or restriction of consumer choice. The CCI
may impose conditions or require modifications to address any concerns regarding market

concentration or abuse of dominance.

When one party acquires a majority of the voting stock or all or almost all of the assets and/or
liabilities of another, this is known as an "Acquisition" or "Takeover.” A takeover may be
friendly or hostile, and its structure might include an agreement between the offeror and the
target's majority shareholders, the purchase of shares from the open market, or an offer to

acquire all of the target's shares made to all of the target's owners.’

Acquisitions may also be accomplished by purchasing the target's assets and liabilities outright,
or by purchasing a stake in the target's company. In the latter scenario, the acquirer may buy
the target's whole firm on a going concern basis, or it may choose certain assets and liabilities
to acquire. According to the ITA, a slump sale is the transfer that occurs when a firm is bought
on a going concern basis. A slump sale is defined under Section 2(42C) of the ITA as the
“transfer of one or more undertakings as a consequence of the sale for a lump sum transaction

without valuations being ascribed to the individual assets and liabilities in such sales.”

Demergers are another possible method of acquisition. In contrast to a merger, a demerger
involves the separation of a single business into many new ones. Some organizations with
several divisions choose to “spin-off” one of their companies into a standalone company. In

most cases, the existing company's shareholders would get equity in the new company.

5 Gupta, Isha, T. V. Raman, and Naliniprava Tripathy. "Impact of merger and acquisition on financial
performance: Evidence from construction and real estate industry of India." FIIB Business Review 12, no. 1
(2023): 74-84.
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III. REGULATORY FRAMEWORK  GOVERNING MERGERS AND
ACQUISITIONS

In India, adherence to the Companies Act is imperative for all businesses, serving as the
primary legislation governing corporate entities across the nation. Enacted in 2013, this
comprehensive statute encompasses various facets of corporate operations, including mergers
and acquisitions (M&A). While the term "merger" remains undefined within the Act, it
extensively addresses mechanisms such as schemes of arrangement or compromise, facilitating

reconstruction, amalgamation, and combination transactions.

Moreover, within the ambit of Chapters XV of the Companies Act, specifically Sections 230-
234, detailed provisions pertaining to companies, arrangements, and amalgamations are
delineated. These sections serve as the bedrock for M&A activities, delineating the procedural
requirements and legal framework for such transactions to occur within the purview of Indian

corporate law.°

Historically, preceding the advent of the Competition Act in 2002, the Monopolies and
Restrictive Trade Practices Act (MRTP), enacted in 1969, stood as India's seminal antitrust
legislation. Functioning as the cornerstone of the regulatory landscape, the MRTP Act aimed
at curbing monopolistic practices, restraining trade, and safeguarding against unfair business
tactics. However, with the advent of economic liberalization in 1991, certain inadequacies
within the MRTP Act came to light, necessitating a paradigm shift in the regulatory

framework.”

Subsequently, the Competition Act of 2002 superseded the MRTP Act, ushering in a new era
of competition law in India. The Competition Act was tailored to address the evolving
dynamics of the market, fostering a competitive environment conducive to economic growth
and consumer welfare. By delineating provisions to prevent anti-competitive activities and
promoting fair market practices, the Competition Act aimed to strike a balance between market

efficiency and consumer protection.’

¢ Manwani, Bharat, and Yashas Jhunjhunwala. "The Role of Cultural Integration post Cross-Border M&As in
Context of the Indian Fintech Industry." Bharat Manwani, Yashas Jhunjhunwala,” The Role of Cultural
Integration post Cross-Border M&As in context of the Indian Fintech Industry"(2022) NMIMS Management
Review Oct (2022).

7 Ibid

8 Bhargave, Harshita, and Dinesh Tandon. "A Survey Study Impact of Mergers on Indian Banking Industry." ECS
Transactions 107, no. 1 (2022): 8769.
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The SEBI publishes rules and guidelines that regulate the trading of securities on the Indian
stock exchanges. Under the “Securities and Exchange Board of India (Substantial Acquisition
of Shares and Takeovers) (Second Amendment) Regulation, 2018,” M&A deals are also
subject to SEBI oversight. As a result of the new economic policy implemented in the 1990s
which included liberalisation, privatisation, and globalization the Indian economy has grown,
creating an extremely competitive business environment around the world and inspiring many
other companies to reorganise their business entities and introduce new corporate strategies,
such as mergers and acquisitions. Bombay's Securities and Exchange Body of India (SEBI)
was set up in 1992 and is India's biggest securities board. SEBI's primary goals are to provide
for the orderly expansion of the securities market and to safeguard investors' capital in that
sector. To ensure that the process of capture would not carry out in a just as well reasonable
manner, SEBI enacted “SEBI (substantial Acquisition of shares and takeover) regulations,
1994” in need to regulate the takeovers that lay behind the method to exist track with the

acquirer for acquiring widely held shares or domineering in another corporation.’

According to the FEMA Guidelines, the RBI must approve any transaction deemed
“substantially similar to a cross-border merger” (“as obligatory as far as Rule 25A of the
Organizations Merger Rules”) to the FEMA Guidelines. In addition to the submission prepared
to the relevant National Company Law Tribunal (NCLT) in accordance with the merger in
question, the Foreign Exchange Management Act Guidelines require the overseeing executive
or full-time chief and member secretary of the company or companies engaged in such a cross-
border merger to outfit a testament responsibility to guarantee consistency with the FEMA
Guidelines. Any merger, amalgamation, or other courses of action between an Indian
organisation and an outside organisation in violation of the Organizations (Compromise,
Arrangement, and Amalgamation) Rules, 2016 as recommended by the Organizations
Demonstration, 2013 is considered a “cross-border merger” under the FEMA Guidelines.
Section 234 of the Companies Act and Rule 25A of the Companies Merger Rules, which

manage cross-border combinations, merely refer to “mergers and amalgamation” without any

® Gupta, Isha, Nandita Mishra, and Naliniprava Tripathy. "The impact of Merger and Acquisition on value
creation: empirical evidence." In The Importance of New Technologies and Entrepreneurship in Business
Development: In The Context of Economic Diversity in Developing Countries: The Impact of New Technologies
and Entrepreneurship on Business Development, pp. 1435-1456. Springer International Publishing, 2021.
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articulate notice of “arrangement,” whereas the FEMA Guidelines intend to enshroud fractious

outskirt’ merger, amalgamation or course of action (which would include demergers).'°

IV. CROSS-BORDER MERGERS AND ACQUISITIONS: REGULATORY
COMPLEXITIES AND COMPLIANCE CHALLENGES IN THE INDIAN
FINANCIAL LANDSCAPE

In today's globalized economy, cross-border mergers and acquisitions (M&A) have become
increasingly prevalent as companies seek to expand their market presence, gain access to new
technologies, and leverage synergies across international borders. However, conducting M&A
transactions across different jurisdictions entails navigating a complex regulatory landscape,
especially in countries like India, where stringent regulations govern foreign investment,
foreign exchange management, and competition. This paper aims to elaborate on the regulatory
complexities and compliance challenges associated with cross-border M&A transactions in the
Indian financial landscape, shedding light on the legal frameworks, regulatory authorities, and

practical considerations that shape the M&A landscape.
V. REGULATORY FRAMEWORK FOR CROSS-BORDER M&A

Cross-border mergers and acquisitions (M&A) have become integral components of global
business strategies, allowing companies to expand their market reach, access new technologies,
and achieve economies of scale. In the Indian context, conducting cross-border M&A
transactions entails navigating a complex regulatory framework that governs various aspects
of foreign investment, competition, taxation, and foreign exchange management. This
regulatory landscape is shaped by a combination of laws, regulations, and guidelines aimed at

ensuring transparency, fairness, and regulatory compliance in cross-border transactions.

At the forefront of the regulatory framework for cross-border M&A in India is the Foreign
Exchange Management Act (FEMA). Enacted in 1999, FEMA serves as the primary legislation
governing foreign exchange transactions and cross-border investments. Under FEMA, cross-
border transactions, including mergers and acquisitions, require approval from the Reserve
Bank of India (RBI) to ensure compliance with foreign exchange regulations and safeguard the

stability of the Indian rupee. The RBI plays a pivotal role in reviewing and approving cross-

19 SARDA, DEBESH. "MERGERS & ACQUISITIONS IN THE INDIAN BANKING SECTOR." PhD diss.,
UNIVERSITY OF TECHNOLOGY KOLKATA, 2022.
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border transactions, assessing factors such as the financial soundness of the parties involved,

the impact on the balance of payments, and the implications for the Indian economy. !

In addition to FEMA, the Companies Act and its corresponding rules provide a regulatory
framework for cross-border mergers in India. The Companies Act, 2013, outlines the
procedural requirements and legal framework for mergers and amalgamations involving Indian
companies, including cross-border transactions. Under the Companies Act, cross-border
mergers require approval from the National Company Law Tribunal (NCLT), which oversees
the merger process and ensures compliance with statutory provisions. The NCLT plays a
crucial role in scrutinizing the merger proposal, evaluating its legality, fairness, and feasibility,
and safeguarding the interests of stakeholders, including shareholders, creditors, and

employees.!?

Furthermore, cross-border M&A transactions in India are subject to scrutiny under competition
laws to prevent anti-competitive practices and safeguard market competition. The Competition
Act, 2002, enforced by the Competition Commission of India (CCI), regulates mergers and
acquisitions to ensure that they do not result in adverse effects on competition in the relevant
market. The CCI assesses the potential impact of mergers on market concentration, consumer
choice, and pricing dynamics, and may require remedies or impose conditions to address

competition concerns.

Taxation is another key aspect of the regulatory framework for cross-border M&A in India.
Mergers and acquisitions may have significant tax implications for the parties involved,
including capital gains tax, stamp duty, and transfer pricing considerations. Companies
engaging in cross-border transactions must carefully evaluate the tax implications and seek

expert advice to optimize tax efficiency and mitigate tax risks.

In practice, navigating the regulatory framework for cross-border M&A in India requires
careful planning, due diligence, and compliance with regulatory requirements. Companies
undertaking cross-border transactions must conduct comprehensive legal, financial, and
regulatory due diligence to identify potential regulatory hurdles, assess compliance risks, and

develop mitigation strategies. This involves engaging with legal advisors, financial experts,

' Tripathi, Vanita, and Ashu Lamba. "What drives cross-border mergers and acquisitions? A study of Indian
multinational enterprises." Journal of Strategy and Management 8, no. 4 (2015): 384-414.

12 Duppati, Geeta Rani, and Narendar V. Rao. "Cross-border mergers and acquisitions: Mature markets vs.
emerging markets—with special reference to the USA and India." Cogent Business & Management 2, no. 1
(2015): 1088817.
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and regulatory authorities to ensure compliance with FEMA regulations, Companies Act

provisions, competition laws, and tax requirements.'3

Furthermore, effective communication and collaboration with stakeholders, including
shareholders, creditors, employees, and regulatory authorities, are essential to gaining approval
for cross-border mergers and acquisitions. Companies must demonstrate transparency, fairness,
and accountability throughout the merger process, addressing concerns raised by stakeholders

and regulatory authorities to obtain regulatory approval and facilitate a smooth transition.
VI. COMPLIANCE CHALLENGES AND REGULATORY HURDLES

One of the primary challenges in executing cross-border M&A transactions in India stems from
the complex regulatory requirements and procedural hurdles involved in obtaining regulatory
approvals. For instance, foreign companies seeking to acquire Indian entities must navigate
stringent scrutiny from regulatory authorities, including the Competition Commission of India
(CCI), to ensure compliance with competition laws and prevent anti-competitive practices.
Moreover, the requirement for RBI approval for cross-border transactions adds another layer
of complexity, as companies must demonstrate compliance with FEMA guidelines and obtain

clearance for foreign exchange transactions.'*
VII. NAVIGATING FOREIGN EXCHANGE REGULATIONS

Foreign exchange regulations play a pivotal role in shaping the landscape of cross-border
mergers and acquisitions (M&A) transactions, particularly in countries like India where
stringent regulatory frameworks govern foreign investment and capital flows. These
regulations impose significant challenges on companies engaging in cross-border M&A, as
they dictate the permissible modes of payment, repatriation of funds, and compliance with
foreign investment caps in specific sectors. Navigating foreign exchange regulations requires
careful structuring of transactions, obtaining necessary approvals from regulatory authorities
such as the Reserve Bank of India (RBI), and adherence to reporting requirements for inbound

and outbound investments.

At the heart of foreign exchange regulations in India lies the Foreign Exchange Management

Act (FEMA), enacted to regulate foreign exchange transactions and facilitate external trade

13 Saraswathy, Beena. "Cross-border mergers and acquisitions in India: Extent, nature and structure." (2010).
14 Kohli, Reena, and Bikram Jit Singh Mann. "Analyzing determinants of value creation in domestic and cross
border acquisitions in India." International Business Review 21, no. 6 (2012): 998-1016.
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and payments. FEMA governs various aspects of cross-border transactions, including
investments, borrowings, remittances, and acquisitions involving foreign entities. For
companies involved in cross-border M&A, compliance with FEMA guidelines is imperative to

ensure legality and avoid potential legal repercussions.

One of the key challenges in navigating foreign exchange regulations in the context of cross-
border M&A is the determination of permissible modes of payment. FEMA imposes
restrictions on the modes of payment for cross-border transactions, including restrictions on
the use of foreign currency, limitations on the repatriation of funds, and requirements for
specific approvals from regulatory authorities. Companies must carefully structure the
transaction to comply with these guidelines, considering factors such as the nature of the
transaction, the value of the deal, and the regulatory requirements applicable to both the

acquiring and target companies.

Moreover, compliance with foreign exchange regulations requires companies to obtain
necessary approvals from the RBI for cross-border transactions. The RBI plays a crucial role
in regulating foreign exchange transactions and oversees the approval process for inbound and
outbound investments. Companies engaged in cross-border M&A must seek prior approval
from the RBI for remittance of funds, repatriation of profits, and compliance with foreign
investment caps, if applicable. Failure to obtain necessary approvals can lead to legal penalties,

delays in transaction closure, and reputational damage for the companies involved.'?

In addition to obtaining approvals from regulatory authorities, companies must adhere to
reporting requirements for inbound and outbound investments under FEMA guidelines. These
reporting requirements entail the submission of various forms and documents to regulatory
authorities, including the RBI and the Directorate of Enforcement, to ensure transparency and
compliance with foreign exchange regulations. Companies must accurately report details of
cross-border transactions, including the amount of investment, the purpose of the transaction,

and the parties involved, to avoid regulatory scrutiny and penalties.

Failure to comply with foreign exchange regulations can have serious consequences for
companies engaged in cross-border M&A. Legal repercussions may include penalties imposed
by regulatory authorities, enforcement actions such as fines or sanctions, and delays in

transaction closure due to regulatory non-compliance. Moreover, non-compliance with foreign

15 Singh, Poonam. "Does poor quality of institutions attract cross-border Mergers and Acquisitions?" South Asian
Journal of Macroeconomics and Public Finance 1, no. 2 (2012): 191-230.

ISSN: 2584-0649



Indian Journal of Legal Research and Review Vol. Il Issue IT| 19

exchange regulations can result in reputational damage for companies, affecting their standing

in the market and investor confidence.!®

To mitigate the risks associated with navigating foreign exchange regulations in cross-border
M&A, companies must adopt a proactive approach to compliance. This involves conducting
thorough due diligence to identify potential regulatory hurdles, engaging with legal and
financial advisors to structure transactions effectively, and obtaining necessary approvals from
regulatory authorities in a timely manner. Companies should also establish robust internal
controls and compliance mechanisms to ensure ongoing adherence to foreign exchange

regulations throughout the transaction lifecycle.
VIII. MITIGATING RISKS AND ENSURING COMPLIANCE:

To mitigate regulatory risks and ensure compliance with cross-border M&A regulations in
India, companies must adopt a proactive approach and engage in thorough due diligence,
regulatory analysis, and strategic planning. This involves conducting comprehensive legal,
financial, and tax due diligence to identify potential regulatory hurdles, assess compliance
risks, and develop mitigation strategies. Additionally, companies should engage with
regulatory authorities, legal advisors, and financial experts to navigate the regulatory landscape

effectively and obtain necessary approvals in a timely manner.
IX. CHALLENGES FACED BY BILLDESK

BillDesk began exploring potential acquisition targets at the beginning of July 2020. Previous
attempts to sell the firm had also failed. They decided to give it another go this year. Extreme
levels of competition are already existent in this market and are only projected to rise in the
future. The fierce competition in the digital payments market makes it critical for businesses to
have a unified payment platform. Since the business operates in the shadows and several other
well-publicized tiny firms like PayUmoney, Paytm, Citrus, and CC Avenue have recently
emerged, one of the challenges has been to distinguish oneself from the crowd. Billdesk's over
two decades of experience in the field, along with the company's solid clientele, have given it

a leg up on the competition.

BillDesk, a firm that acts as a payment gateway, has recently run into trouble when the

Reserve Bank of India cut its fee rates for almost all online transactions. Still, they maintained

16 Kar, Rabi Narayan, Niti Bhasin, and Amit Soni. "Role of mergers and acquisitions on corporate performance:
emerging perspectives from Indian IT sector." Transnational Corporations Review 13, no. 3 (2021): 307-320.
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their momentum and were reliably supplying their services; this allowed them to break into the
black. Requirements for payment processors and intermediaries have tightened (their
commissions have been reduced). BillDesk is still merely a payment gateway, although the
need for them has been steadily growing, and this realisation has led the company to begin
working on a more comprehensive system. Thus, most investors are drawn to businesses that
provide more customer-facing services. Billdesk, a long-standing competitor in the billing
space, has weathered the industry's dramatic transformation in recent years and months thanks
to the loyalty of its long-standing client base. BillDesk faces a new phase of difficulty that will
test the company's mettle and determine how well it capitalises on its impressive record of

growth and stability.!”
X. PRESENT STATE OF AFFAIRS IN THE DEAL

The Prosus-backed multinational responded with an amended announcement stating, “The
proposed acquisition would not produce any substantial detrimental impact on competition in
any of the aforementioned relevant markets or their component sectors.” South African
conglomerate Naspers has a subsidiary listed in the Netherlands called Prosus. The CCI website
now states that PayU's purchase notification from August 2021 is invalid. This typically
signifies the regulator isn't happy with the application and wants further details about the
planned transaction. PayU, an Indian payment processor, has expanded its announcement to
include new information regarding its Bharat Bill Payment System (BBPS) payments sector,
its recurring payments segment, and its online merchant payments segment. The spokesperson
for the two companies explained that CCI “has not addressed the merits of the proposed
transaction at this time, but only directed that a revised merger notification be filed with
additional information to review the proposed transaction involving the combination of PayU
India and Indialdeas.com Limited (BillDesk). The firm would not provide CCI with the
requested details at that time. Recent filings on the CCI's website show that PayU India has

stuck with its original position that the merger "does not give rise to any competition issues.”
XI. ANALYSIS OF THE ACQUISITION

BillDesk processes the vast majority of financial transactions in India. In addition to fast and
precise online transactions, it also provides helpful customer support. PayU and BillDesk will

be able to provide cutting-edge technology to even more underserved groups, while also

17 Pandey, Dharen Kumar, and Vineeta Kumari. "Effects of merger and acquisition announcements on stock
returns: an empirical study of banks listed on NSE & NYSE." The review of finance and banking 12, no. 1 (2020).
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meeting the evolving payment needs of Indian digital consumers, government enterprises, and
merchants, as a result of the acquisition. This will be accomplished while maintaining strong
consumer protection and complying with India's regulatory environment. If BillDesk and PayU
joined forces, they could create a financial environment that could process 4 billion transactions

each year, which is four times as much as PayU now processes in India.'®

More attention to e-commerce and retail sales is necessary for BillDesk's further expansion.
However, a substantial percentage of the retail sector continues to depend on CCAvenue while

being either wholly or partially oblivious to the company's retail potential.

BillDesk is a trusted and reliable payment gateway that may also be utilised in retail settings,
much to the delight of the company's many satisfied customers. To help the corporation
maintain its dominant position in the market, it may investigate novel payment methods. By
combining their resources, PayU and BillDesk will create a scalable platform applicable to a
wide variety of payment types. They will also provide a more solid groundwork for future

expansion in the digital banking industry.'

The firm faces competition from CC Avenue, the market leader in e-commerce, and Atoms,
the market leader in mobile payments. As more and more transactions are conducted over the
internet, a plethora of innovative payment methods including near-field communication (NFC)

has emerged to meet consumer demand.
XII. CONCLUSION

The potential acquisition of BillDesk by PayU holds significant promise for the latter to emerge
as a dominant player not only in the Indian digital payments landscape but also in the broader
Asian market. As the financial technology (FinTech) sector continues to witness rapid growth
and innovation, strategic acquisitions have emerged as a preferred avenue for companies
seeking to expand their market presence and capabilities. Inorganic development, characterized
by mergers and acquisitions, offers several advantages over organic growth, including
accelerated market entry, access to complementary technologies and expertise, and enhanced

scalability.

18 Oxford Analytica. "India is poised for fintech boom." Emerald Expert Briefings oxan-db (2021).

19 Bartelt, Niklas, Ulrich Hommel, Rushabh Patel, and Shagufta Ali. "Payment service provision in times of
accelerated market and regulatory change: The case of India." Journal of Payments Strategy & Systems 17, no. 3
(2023): 271-290.
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For PayU, the acquisition of BillDesk represents a strategic move towards consolidating its
position as a leading digital payment provider in India and beyond. With over two decades of
experience in the payment gateway space, BillDesk brings invaluable expertise, a robust client
base, and a strong reputation for reliability and innovation. By integrating BillDesk's
capabilities with its existing portfolio of payment solutions, PayU aims to offer a
comprehensive suite of services catering to the evolving needs of consumers, merchants, and

government enterprises.

The transaction, however, is subject to approval by India's Competition Commission, which
plays a crucial role in ensuring fair competition and preventing anti-competitive practices in
the market. While the outcome of the regulatory review remains pending, the potential
synergies and value proposition of the PayU-BillDesk combination are compelling. If
approved, the acquisition has the potential to catalyze the FinTech industry in India by
establishing PayU as the market leader in digital payments and setting strong precedents for

future consolidation and investment in the Indian startup ecosystem.

At present, PayU operates in a highly competitive landscape characterized by the presence of
both domestic and international players vying for market share. The digital payments market
in India has witnessed exponential growth in recent years, driven by factors such as increasing
smartphone penetration, rising internet adoption, and government-led initiatives promoting
digital transactions. Amidst this backdrop, the acquisition of BillDesk could provide PayU with
a competitive edge by expanding its customer base, enhancing its product offerings, and

strengthening its technological capabilities.

Furthermore, the potential for PayU to emerge as a market leader extends beyond the borders
of India, encompassing the broader Asian region. As digital payments gain traction across Asia,
fueled by demographic shifts, urbanization, and changing consumer preferences, there is a
growing demand for innovative payment solutions that offer convenience, security, and
seamless integration across multiple channels. With its proven track record and deep
understanding of the Indian market, PayU is well-positioned to capitalize on this opportunity

and establish itself as a key player in the Asian digital payments landscape.

Moreover, the acquisition of BillDesk has the potential to send strong signals to both domestic
and international investors about the promising investment opportunities available in the Indian
startup ecosystem. By demonstrating the ability to execute strategic acquisitions and navigate

regulatory challenges, PayU underscores its commitment to driving growth and innovation in
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the FinTech sector. This, in turn, is likely to attract additional investments and partnerships,

further fueling the expansion and evolution of the digital payment’s ecosystem in India.

In conclusion, while the outcome of the PayU-BillDesk acquisition remains contingent on
regulatory approval, the potential synergies and strategic value of the transaction are
undeniable. If approved, the acquisition has the potential to propel PayU to new heights of
success, positioning it as a market leader not only in India but also in the broader Asian digital
payments market. As the FinTech industry continues to evolve and disrupt traditional financial
services, PayU's pursuit of inorganic growth underscores its commitment to innovation,

customer-centricity, and long-term value creation.
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