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How should Fortis confront its 
Revlon moment?1 
 

Fortis Healthcare’s investors may be forgiven for wondering why everyone 
in the room is sitting scared. There are four competing bidders sitting 
across the table, yet all of them are holding back. Nor is the board pushing 
them hard. For investors the solution lies in pressurizing the board to be 
bold and redraw the sale process. 
 
The unexpected and unprecedented fourth bid by Fosun International 
Limited and the revised offer from the Munjal-Burman combine for 
Fortis Healthcare, is clear proof that there is value in the assets. The 
board needs to rework how it approaches the various bidders and for 
it to open up the bidding process. This is not without its risks, but Fortis’ 
board needs to ensure that shareholders realize the full potential of 
their investments.  
 

 
Exhibit 1: Fortis has received four disparate bids, all bunched around a 
tight price range   

  Manipal – TPG IHH 
Healthcare 

Bhd 

Munjal-
Burman 

Fosun 
International 

Limited 
Structure Merge Fortis 

Hospitals with 
Manipal, and 
acquire 30% 
stake in SRL 

Invest in 
Fortis to 
gain control 

Invest in 
Fortis to 
increase 
shareholding 

Invest in Fortis to 
gain control 

Price per 
share 
(Rs.) 

155 160 156 156 

Binding 
offer  

Yes No Yes  
 (upto Rs.7.5 

bn) 

No 

Details 1. Dr. Ranjan Pai 
to acquire 30.9% 
of SRL for Rs.11.13 
bn. 2. Manipal 
Health to 
undertake a right 
issue of Rs.40 bn, 
for acquisition of 
RHT's assets.  
3. Equity value of 
Fortis' hospitals 
business - Rs.60.6 
bn   

NA Currently 
holds 3% of 
Fortis' 
shareholding. 
An aggregate 
investment of 
Rs.15 bn will 
be infused, 
which 
includes a 
binding offer 
of Rs.7.5 bn 

To invest Rs.23 
bn, including an 
immediate 
infusion of Rs.1 
bn. Maximum 
shareholding in 
Fortis will not 
exceed 25% 

Source: BSE Filings, IiAS Research  

                                                 
1 A Revlon Moment refers to a situation when a company’s ‘takeover’ becomes inevitable 
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For this to happen, they need to put together a vendor due diligence 
document, that they will share with the four bidders. A vendor due 
diligence is a document that the seller prepares. It in line with an 
information memorandum, with deep-dive comments from the 
lawyers and auditors. This vendor due-diligence report typically flags 
all relevant issues. The clarity that this document provides may well 
attract additional bidders.   
 
The Fortis board quickly needs to go back to the bidders are ask them 
to put in a bid on the basis of this document.  
 
Given that three of the four bids visualize putting in money on the 
company, the Board should consider the feasibility of negotiating with 
Manipal Healthcare regarding simplifying their bid structure and 
getting all four bidders to bid outright.  
 
From the company’s filings it is not clear if a break-up fees baked into 
the Manipal Healthcare offer (- though break-up fees are not typical in 
Indian deals). If this is so, Fortis needs to ask all bidders to sign-up for 
a contingency recompense, in case such an amount needs to be paid 
to Manipal. An easy way to address this is to get the bidders to deposit 
an amount that covers this (say US$5 million each, into an escrow to be 
paid to Manipal if they enforce contract). This will serve one other very 
important purpose, namely answer the question who is serious. If 
reports are to be believed, for the last many months IHH has vacillated 
between bidding and staying away. A tightly run auction, will help 
separate the men from the boys. 
 
The risk that Fortis board might see for themselves is that Manipal, the 
only bid with a binding offer turns away – a bird in hand in surely more 
valuable than three non-binding offers.  But given that a fourth and 
totally unexpected bidders has now come forward and another has 
inched up to pay more, there clearly seems to be value in the franchise. 
The board needs to be brave to seize it whole-heartedly. 
 
The above are all thorny decisions to take – and the board could well 
be hesitating because it lacks the necessary wherewithal to decide. As 
argued in our earlier Institutional EYE, Sholay, Satyam and Fortis 
Healthcare, an advisory committee to the board, will be in a position to 
discuss the issues threadbare, and arrive at a decision in everyone’s 
interest.  
 
In this it’s not the board alone that needs to show courage. The bidders 
too need to take a leap from where they are sitting. As of now they are 
all jostling within a narrow range (Exhibit 1). A well-crafted vendor 
diligence document will substantially clear the air, enabling the buyers 

https://www.iiasadvisory.com/single-post/2018/04/16/Sholay-Satyam-and-Fortis-Healthcare
https://www.iiasadvisory.com/single-post/2018/04/16/Sholay-Satyam-and-Fortis-Healthcare
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to put their most compelling offer on the table. And just like the four 
offers show there is value to Fortis’ board, the bidders too should 
realize that this is a valuable asset and another opportunity to acquire 
such an extensive footprint is not likely to present itself. 
 
Fortis’ investors no longer trust the exiting board: they are seeking 
change. But till then, they need to dialogue with the existing board, and 
communicate how they expect the board to act under the given 
circumstances.  
 
With four offers on the table the company has entered what may well 
be described as its ‘Revlon moment.’ And while Indian regulations do 
not say so, Fortis’ board in these given circumstances may have no 
choice but to apply the ‘Revlon rule2’ and maximize the value for its 
shareholders. 
 
 
 
 
 

  

                                                 
2 The Revlon rule is the legal principle established in Revlon, Inc. v. MacAndrews & Forbes Holdings, Inc. that expects a 
company’s board must make reasonable effort to obtain the highest value for a company. Although applicable in the case 
of hostile offers, in the US it has meant that companies rarely enter into binding agreements.   

https://www.bloombergquint.com/business/2018/04/18/fortis-shareholders-call-for-egm-to-remove-four-directors-from-its-board
https://www.bloombergquint.com/business/2018/04/18/fortis-shareholders-call-for-egm-to-remove-four-directors-from-its-board
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information contained 
herein is solely from publicly available data, but we do not represent that it is accurate or complete and it should not be relied 
on as such. IiAS 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. 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. IiAS reserves the right to make modifications and alterations to this 
statement as may be required from time to time. However, IiAS is under no obligation to update or keep the information 
current. Nevertheless, IiAS is committed to providing independent and transparent recommendation to its client and would 
be happy to provide any information in response to specific client queries. Neither IiAS nor any of its affiliates, group 
companies, directors, employees, agents or representatives shall be liable 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 the 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 IiAS 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 IiAS. All layout, design, original 
artwork, concepts and other Intellectual Properties, remains the property and copyright of IiAS 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. 

IiAS Voting Policy 
IiAS' voting recommendations are based on a set of guiding principles, which incorporate the basic tenets of the legal 
framework along with the best practices followed by some of the better governed companies. These policies clearly list out 
the rationale and evaluation parameters which are taken into consideration while finalizing the recommendations. The 
detailed IiAS Voting Guidelines are available at www.iias.in/IiAS-voting-guidelines.aspx. The draft report prepared by the 
analyst is referred to an internal Review and Oversight Committee (ROC), which is responsible for ensuring consistency in 
voting recommendations, alignment of recommendations to the IiAS’ voting criteria and setting and maintaining quality 
standards of IiAS’ proxy reports. Details regarding the functioning and composition of the ROC committee are available at 
www.iias.in. In undertaking its activities, IiAS relies on information available in the public domain i.e. information that is 
available to public shareholders. However, in order to provide a more meaningful analysis, IiAS, generally seeks clarifications 
from the subject company. IiAS reserves the right to share the information provided by the subject company in its reports. 
Further details on IiAS policy on communication with subject companies are available at www.iias.in. 

Analyst Certification 
The research analyst(s) for this report certify/ies that no part of his/her/their compensation was, is or will be, directly or 
indirectly related to specific recommendations or views expressed in this report. IiAS’ internal policies and control procedures 
governing the dealing and trading in securities by employees are available at www.iias.in. 
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Conflict Management 
IiAS and its research analysts may hold a nominal number of shares in companies IiAS covers (including the subject company), 
as on the date of this report. A list of IiAS’ shareholding in companies is available at www.iias.in.  

However, IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have 
actual/beneficial ownership of one per cent or more securities of the subject company, at the end of the month immediately 
preceding the date of publication of this report. A list of shareholders of IiAS as of the date of this report is available at 
www.iias.in. However, the preparation of this report is monitored by an internal Review and Oversight Committee (ROC) of 
IiAS and is not subject to the control of any company to which such report may relate and which may be a shareholder of IiAS. 

 
Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024).  

IiAS further confirms that, save as otherwise set out above or disclosed on IiAS’ website (www.iias.in):   

• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any financial interest 
in the subject company. 

• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any other material 
conflict of interest at the time of publication of this report. 

• As a proxy advisory firm, IiAS provides subscription, databased and other related services to various Indian and 
international customers (which could include the subject company). IiAS generally receives between INR 10,000 and INR 
25,00,000 for such services from its customers. Other than compensation that it may have received for providing such 
services to the subject company in the ordinary course, none of IiAS, the research analyst(s) responsible for this report, 
and their associates or relatives, has received any compensation from the subject company or any third party for this 
report. 

• None of IiAS, the research analyst(s) responsible for this report, and their associates or relatives, has received any 
compensation from the subject company or any third party in the past 12 months in connection with the provision of 
services of products (including investment banking or merchant banking or brokerage services or any other products 
and services), or managed or co-managed public offering of securities of the subject company.  

• The research analyst(s) responsible for this report has not served as an officer, director or employee of the subject 
company. 

• None of IiAS or the research analyst(s) responsible for this report has been engaged in market making activity for the 
subject company.   
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About IiAS  
Institutional Investor Advisory Services India Limited (IiAS) is a proxy 
advisory firm, dedicated to providing participants in the Indian market with 
independent opinion, research and data on corporate governance issues as 
well as voting recommendations on shareholder resolutions for over 700 
companies. IiAS provides bespoke research, valuation advisory services and 
assists institutions in their engagement with company managements and 
their boards.  

 
In addition, IiAS offers two cloud-based solutions -  IiAS ADRIAN, and 
comPAYre. iiasadrian.com captures shareholder meetings and voting data 
and provides packaged data that can be used to gain insights on how 
investors view specific issues and gain greater predictability regarding how 
they might vote. Iiascompayre.com provides users access to remuneration 
data for executive directors across S&P BSE 500 companies over a five-year 
period.  
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