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Quess drops Allsec merger
plans on investor dissent

The development marks a rare episode of minority investors prevailing over promoters
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pposition from minority

investors of AllSec

Technologies Ltd and a

34% plunge in Quess

Corp.’s share price has
prompted the board of India’s largest
staffing firm to withdraw its merger
plans with AllSec in December, six
monthsafterit proposed to doso, three
executives familiar with the develop-
ment said.

The development marksa rare epi-
sode of minority investors prevailing
over promoters. The company's public
investorsbelieve the fair price of Allsec
shares should beX707 apiece, farmore
than the 3463 valued by Quess.

According to theannouncement on
22 June, Allsec’s minority sharcholders
wereto get 74 shares of Quessfor every
100 sharesin Allsec inan all-stock deal.
The Quess sharesended on 20 June at
1625.80 apiece, implying the company
had valued Allsec at 3463 pershare.

The development irked the public
investors of Bengaluru-based Quess,
Though Mint could notindependently
ascertain the names of many inves-
tors, at least one shareholder, Uday
Gujar, a Pune-based chartered
accountant, sought the help of a

On 23 December, Quess informed the stock exchanges that it was withdrawing its

merger offer,

12 December.,

“We have been informed that Uday
Gujar, along with a few other share-
holders (represented by Purab Gujar} is
not convinced about the valuation of
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fidentiality obligations.

“The share price erosion in Quess
was Slll‘l‘.‘l}' one reason, but many
minority investors expressed their
unhappiness to the (Quess) manage-

WHAT WENT WRONG?

On 23 December, Quess informed
the stock exchanges that it was with-
drawingits merger offer.

However, two investors are confi-
dent that the staffing firm will come
back with a better offer.

Quessbought amajority stake in All-
sec Technologies in 2019 and owns
73.39% of the Chennai-based company,
with the remaining 26.61% sharesheld
by public shareholders.

“Our purpose to merge with Allsec
Technologies was to bring synergies
and build integrated strength in our
Global Technology Solutions (GTS) on
customer life-cycle management and
platform business. The merger was
agreed upon on 22 June last year. Since
then, the overall market scenario has
beensubject to constant change, In the
interest of shareholders of both parties,
the board hastaken a decision to recon-
sider the matter at an appropriate
time,” said Quess's chief executive offi-
cer Guruprasad Srinivasan,

Srinivasandid not answerthe ques-
tions pertainingto publicshareholders
opposition or elaborate onthe market
scenario,

However, afall in Quess'sshare price
is underscored by the waning demand
for temp staffing firms, including
TeamLease Services and
Naukri.com (part of InfoEdge), all
of whom have warned of a slow-
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end eg on20juneat  investorsex prgssed down.in the ITservices sector.
7625.80 apiece, their unhappiness to Quess Corp, founded in 2007 by
valuing Allsec at Quessaboutthelow  AjitIssac, hasemerged asthe coun-
t463per share value of Allsec try’s largest temporary staffing

Ten days before Quess withdrew
its offer, Estrattego Advisors con-
cluded that Allsec should be valued at
1707 ashare ason 20 June.

“Uday Gujar (and a few sharcholders
represented by him) have certainreser-
vations regarding the proposed merger
of Allsec Technologies with Quess
Corp,” Mansi Patel, partner at Estrat-
tego Advisors LLP, a Mumbai-based
consulting firm, wroteina note dated

Allsec proposed under the scheme and
have voiced their reservations to the
company and the Securities and
Exchange Board of India,” Patel said in
the report,

When contacted, Uday Gujar and
Purab Gujar,a fund manager, declined
to comment. Patel of Estrattego also
refused tocomment, citing client con-

ment about the low value of Allsec
Technologies,” said an investor, seek-
ing anonymity:.

“Forsuchakind of transactionto go
through, amajority of minority share-
holdervote wasneeded, and it appears
thatiswhen Quess realized itcould not
have closed the transaction without the
support of publicinvestors,” he added.

firm, with aworkforce of 504,000,

onthe back of 24 acquisitions.
Quessoffers recruitment services to
platform-based firms such as Swiggy
and Uberand also toIT services firms,
including Infosys Lid.

Quessreported34, 273 crore in reve-
nue and a 3.16% Ebitda (earnings before
interest, taxes, depreciation and amor-
tization) marginin the July-September
period.



