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REPORT OF THE AUDIT COMMITTEE
(,GIUCOMPANY/TRANSTEROR CO. NO. 1") RECOMMENDING THE DRAFT

SCHEME OF AMALGAMATION AND SLUMP SALE PROVIDING FOR THE

AMALGAMATATION OT GALLANTT ISPAT LIMITED, HIPOLINE

COMMERCE PRIVATE LIMTiED, AAR COMMERCIAL COMPANY LIMITED,

LEXI EXPORTS PRIVATE LIMITED AND RICHIE CREDIT AND FINANCE

PRIVATE LIMITED WITH GALLANTI METAL LIMITED AND FOR THE SLUMP

SALE OF THE SPECIFIED POWER PLANT UNDERTAKING OF GALLANTT
ISPAT LIMITED TO THE TRANSFEREE COMPANY GALLANTT METAL

LIMITED TSCHEME")

Members of the Audit Committee of the Board of Directors of Gallantt IsPat Limited
( Company or "GiL") present in the meeting of the said Committee held on January 1&

20201

Members:
i. Smt. Smita Modi - Chairperson
ii. Smt. Sangeeta Upadhyay - Member
iii. Prem Prakash Agrawal - Member

A. BACKGROUNDI
l. A mceting o{ the Audit Conn1ittec of Gallantt lspat Limited ('Company or "CIL )

has helcl on Januar\, ltl,2020 to consider and recommend the proposed Scheme o{

Amalganatiorl and Slump Sale providing for the Amalgamation of Gallantt IsPat

Limited (Transferor Company No. 1), A-AR Commercial Company Limited (Transferor

Company No. 2), Hipoline Commerce Private Limited (Transferor ComPany No. 3),

[,exi Exports Private Limited (Transferor Company No. 4) and Richie Credit and

Finance Pivate Limited (Transferor Company No. 5) (together refefied to as the

":fransferor Companies") with Gallantt Metal Limited ("Transferee ComPany") and

for the Slump Sale of the Specified Powei Plant Undertakin8 of Gallantt IsPat Limited

to the Transferee Company arrd their resPe.tive shareholders and Creditors
( Schemt ) under Section 230 to 232 and otl-Ie-r .r PPli.able Provisions oi the ComP.rnies

Act, 2013.

2. In terms oi circular no. CFD,DIL3/C1R/2017 /21 dated March 10, 20]7 issued by the

Securities and Exchurge Board of India ("SElll Circular"), a rePort from the Audit
Committee is reqrired b be fumished to the ComPany's Board of Directors,

recomnleneling the draft Scheme under the ComPanies Act, 2013, taking irto
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3. This report is being fumished by the Audircommittee lo the Board aftei Penrsint
inter alia the follo$,ing necessarv documents:

(i) V.rluation Report dated January 18, 2020 issued by the IndePendent valuer namely

Mr. Vikash Goel, Chafteted Accountants;

(ii) Faimess Opinion dated January 18, 2020 prepared by lntelliSent Money Managers

Private Limited, IndePendent CateSory-l Merchant Banket providing the faimess

opinion on the share exchange ratio recommended in the Valuation RePorti

4. The equity shares oI the Company are listed on BSE Limited (BSE) and The National

Stock ExchanSe of lndia Limited (NSE). The Company will be 61ing the Scheme along

with the necessary information/documents with both the BSE and the NSE

(collectively "Stock Exchan8es").

(iii) Thc clraft Schem€ of Amirlgamation of the Conpany

]]l

THE SALIENT IEATURES OF THE PROPOSED SCHEME ARE AS UNDER:

1. "Appointed Date oI Merger" means the open of business hours on l"rAPril 2019

after the completion of the slump sale referred to in Part ll oI the Scheme;

2. "Appointed Date of Slump Sale" means the oPen of business hou$ on 1$ APdl

2(t19;

3. Inter-Company Shaleholding and its Cancellation

The Transferor Companies No. 1 is a Ptomoter of the Transferee

Company and holds 3,94,62,895 (Three Crore Ninety-Four Lacs Sixty-

Two Thousand Eight Hundred and Ninety-Five only) Equity Shares of

face value of Rs. 10/- each of the Transferee Company constituting

48.53% of the total paid up equity share caPital of the Transleree

Company.
The Transferor Companies No. 2 holds 4,97,48,760 (Four Crore Ninety-

Seven Lacs Foty-Eight Thousand Seven Hundred aIId Sixty only) Equity

Shares of face value of Re. 1/- each of the Transferor Companies No. 1

constituting 77.62"k oI lhe total Paid uP equity share caPital of the

Transferoi Companies No. 1.

The Transferee Company holds 7,25,19,920 (Seven Crore Twenty-Five

Lacs Nineteen Thousand Nine Hundred and Twenty only) Equity
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of face value of Re. U- each of the Transferor Companies No. 1

constituting 25.683% ot' the total paid up equity share caPital of the

Trarsferor Companies No. 1.

The Transferor Companies No. 3 holds 90,83,128 (Ninety Lacs EiShty-

Three Thousand One Hundrcd and Twenty-Eight only) Equity Shares of
face value of Rs. 10/- each of the Transferee Company constituting
11.77% ol the total paid up equity share capital oI the Transferee

Company.
The Transferor Companies No. 4 hold,s 1,19,30,679 (One Crore Nineteen
Lacs Thirty Thousand Six Hundred and Seventy-Nine only) Equity
Shares of face value of Rs. 10/- each of the Transferee Company
constituting 14.671% ol the total paid up equity share capital of the

Transferee Company.
The Transfero! Companies No. 5 holds 50,20,194 (Fl|ty Lacs Twenty
Thousand One Hundred and Ninety-Four only) Equity Shares of face

value of Rs. 10/- each of the Transferee Compa.ny constitutin8 6.173% of
the total paid up equity share capital of the Transferee Company.

Upon the Schenle becoming eftective and upon the amalgamation of Transteror
Companies ra,ith the Transferee Company, the Inter-corporate cross shareholding shall
stand cancelle'd under this Scheme.

4, Slump Sale of 18 MW Power Plant of the Transferor Company No. 1to the
Transferee Compar1y

The Board of Dircctors of the Transferor Companies No 1 and Trarsferee Company
have decided to transfei by way ot Slump Sale 18MW Power Plant Undertaking of
Transferor Company No. 1 to Transferee Company and the Board of Directors of all
the Transferor Companies and of the Transferee Company have decided to
amalgamate the Trarsfeior Companies with the Transferee Company in accordance

with the terms and conditions of this Scheme and in accordance with the Act and in
compliance with the applicable provisions of the Income Tax Act, 1961 includin& in
particular Section 508 and Section 2(1B).

Upon the Scheme becoming effective and with effect from Appointed Date of Slump

Sale, the Power Plant Undertaking of the Transferor Company No. 1 shall pursuant to
section 230 and other applicable provisions of the Act and without any further act or
deed be translerred to and be vested or deemed to be vested in the Transferee

Company as a going concem, pursuant to a slump sale and lor this PurPose the

approval of the Scheme shall be deemed to be the approval of the shareholders and

creditors of Transferor Companies No. 1.
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The Transleree Company fot acquisition of the Power Plant Undeitaking would be

liable to pay consideration of Rs. 35 croles.

5. Issue of Shares by the Trans{eree Company

Pursuant to the terms of the Scheme, the Transferee Company shall, without further

applicatiort issue and allot as given below equity shares in the Transleree Company to

tie equity shareholdels of the Transferor Companies whose names aPPear in the

Register of Members of the Transferor ComPanies on the Record Datei

. 13 (Thirteen) equity shares of the nominal value of Rs 10/- fully paid up in the

Transferee Company for every 14 (Fourteen) equity shares of Re 1/- each fully

paid up held by such member in the Transferor Company No 1'

. 5 (Five) equity shares of the nominal value of Rs 10/- fully paid up in the

Trarsferee-Company for every 1 (One) equity share of Rs 10/- each fully paid

up held by such member in the Transferor ComPany No' 2'

. 9 (Nine) equity shares of the nominal value of Rs 10/- fuly Paid up in the

T.u.rsf"r"" Co-par,y for every 2 (Two) equity shares of Rs' 10/- each fully paid

uP held by such member in the Transferor ComPany No 3'

. 84 (Ei8hty-Four) equity shares of the nominal value of Rs 10i- fully paid uP in

tne fr"anst".ee ComPany for every 1 (One) equity share oI Rs 10l each fully

paid up held by such member in the Transleror ComPany No 4'

. 101 (One Hundred One) equity shares oI the nomirlal v"l"e of Rs 10l fully

oaid uo in the Transferee Company for every 2 ( fwo) equ]tY shares. of Rs l0/-

Ir.rt nir, plta ,p r't"ld by such member in the Transieror comPany No 5'

6. Transfer and vesting of the undertakirrgs and business

UDon the Scheme becominS effecttve, all assets, liabilities, contlact' rights, obliSations

.iti" it"".*". a"mpanf,s shall stand transferred to the Transferee Company' as a

going concem, with effect from the appointed date'

The transfer and vesting o[ the undettakings an'l bus]ness .of :1: 
Transferor

C,ip*i", i^,n" r*nsfemr Companv will be effective from APPointed Date

7. Rationale of the Schennc

;;;;;,;a;;;i ,"e disclrssed and noted the rationale of the ProPosed scheme as set

ou l belo\'" r

T 
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The Transferee Company is a pioneer in the Steel ard Power sector and

is able to attract the best talents available in the industry. The Transferee

Company is having its footprints spanninS across Guiarat, Maharashtra
and Rajasthan. In the same way, The Transleror Company No. 1 is a

pioneer in the Steej, Power and Agro sector and has its presence in and is
having its footp nts spanning across Uttar Pradesh, Bihar, Jharkhard
and Delhi NCR. The Transferor Companies No. 1 and Transferee
Company are under same Promoter Group. Thus, the amalgamation of
the two companies operating in similar sectors with strengths in
different geogiaphies will ensure focused management in a single
combined entity thereby resulting in efficiency of management and
maximisihg overall shateholder value.

The Transleror Companies No. 2 has plan to develop and complete real
estate prorect. It is exploring further opportunities in the real estate
sector and has in the meantime deployed its funds in investment in
securities of the Transferor Companies No. 1. The Transferor Companies
No. 1 is also inter alia engaged in the business of real estate. The
Transferor Companies 2 holds significant ponior. (17.620/") oI the equity
share capital of the Transferor Companies No. 1. The amalgamation into
the Transferee Company of the Transferor Company No. 1 and the
Transferor Company No. 2 will lead to consolidation oI the real estate
business.

Transferor Companies No. 3 is forming part of the plomoter and
Promoter Group of Transferce Company. Amalgamation of Transferor
Companies No. 3 with the Transferee Company would result in
clarifying and making transparent the shareholding of the Transferee
Company. Other Transferor Companies No.4 and 5 are also holding
shareholding of Transferee Company. The proposed amalgamation oi
Transferor Companies No. 4 and 5 will also bring in advantages of
clarifying and making transparcnt shareholding of the Transferee
Company.

The amalgamation will bring in advantages of slnergy in operations and
economies of scale. The pooling of resources of companies will create
strong financial stiuctule and facilitate resource mobilisation ard
achieve better cash flows. The combined net wo h in a single entity shall
facilitate in attracting funds from strategic investors and/or financial
institutions at competitive rates. Thus, the synergies created by the
merger will insease the operational efficiency and integrate business
Iunctions of the amalgamated entity and help to pursue inotganic and
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organic growth opportunities oI such business. It will also lead to more

efficient utilisation of capital and create a consolidated base for future
growth of the amalgamated entity.

The amalgamation particularly of the Transferor Companies No. 1 and

the Transferee Compaay will also result in administrative and
operational rahonalisation, organisational efliciencieq reductron in
overheads and other expmses and optimal utilisation of va ous

resources. It will prevent cost duplication, overlapping of administrative
responsibilities and multiplicity of recordt legal and regulatory
compliances generally involved with runnin8 two separate entities and
more pa*icularly due to the Iisted status of both the companies
involved. It will enable a dedicated management to focus and accelerate
growth of the amalgamated entity.

The amalgamation will result in not onl, pooling of efficient human
rcsources and puthng them to optimum utilisation for the growth of the
merged entity but also attracting efficient manpower by the merged
entity.

The amalgamation will enable greater rcalization of the potential of the
busrnesses of the Transferor and Transferee Companies in the
amal8amated entity and have beneficial results for all concemed.

The assets of the amalgamated entity will far exceed its liabitities and
rights of the creditors of the Transferor Companies and the Transferee
Company shall not in any way be prejudiced.

The Scheme shall also be in the larger interest of the public shareholders
of the Transferor Companies No- 1 and 2 and Transferee Company as

amalgamation of the three companies and other companies forming part
of this Scheme will lead to cancellation of inter-corporate cross

shareholdings of the Transferee Company and Transferor Companies as

well.

The Scheme also envisates Slump Sale of entire Power Plant
Undertaking of the Transferor Companies No. 1 as a going concem to
the Transferee Company and will thereby preserve the entitlement of the
said Powei Plant Undertaking to the tax holiday available to the said
Undertaking for being engaged in an identified priority area.

Companies and the Transferee Company have considered and
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The proposed Scheme ivill be beneficial, advantaSeous and not Pr+dicial to the

interests of the shareholders, creditors aJld other stakeholders of the Company

RICOM ATION OF THE AUDIT CON{ M ITTEE

7, Approval of the Scheme and Lislin8 oJ Shares

The Scheme will become effective on obtaining all approvals and upon filing of the

certified copy of the Order of the NCLT with the Redstrar of ComPanies' as

mentioned in the draft Scheme.

The equity shares to be issued by the Transferee ComPany to the shareholders of the

Transferoi Companies pursuant to the Scheme are proposed to be listed on the Stock

Exchanges in tems of the Scheme and the SEBI Circular'

Corooret€ Ofiice :

1 , Crooked Lane,
Room Ncs. 222 & 22.5,
Second Floot
Kolkata-7o0069 (w.8.)
Tel. : 033-a6O0483,

the Slump SaIe oI the Power Plant Undertaling of Transferor ComPany

No. 1 to the Transferee Company and amalSamation of the entire

undertakinS and business of the Tlansferor ComPanies with the

Transferee Company in order to benefit the stakeholders of all the

companies. Accoldingly, the Board of Directors of the Transleror

Companies and the Transferee Company have formulated this Scheme of

Slump Sale and AmalSamation for the transfer and vesting of the Power

Plant Undetaking of Transferor Company No l and the entiE

undertaking and business of the Transferor ComPanies with and into the

Transferee Company pursuant to the Provisions of Sections 230 to 232

and other relevant piovisions of the ComPanies Act, 2013

By Order of the Audit Committee

FoT GALLANTT ISPAT LIMITED

Smita Modi
CHA IRPERSON OF THE AUDIT COMMITTEE

(i)The Audit Committee having considered the aforesaid documents, its observations

and discussion, is of the oPinion that the share exchange ratio contained in the

Vnludtion RePort I\ fair and reJ<(rnable

(i') Accordingly, the Arldit Committee do hereby unanimously recommend the

Schen,e for favorable consideration by the Board of Directors of the Company'

Date:18.01.2020

Place: Gorakh
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REPORT OF THE AUDIT COMMITTEE OF GALLANTT METAL LIM]TED
(,GML/COMPANY/TRANSFEEE COMPANY") RECOMMENDING THE DRAFT

SCHEME OFAMALGAMATION AND SLUMP SALE PROVIDING FOR THE

AMALGAMATATION OF GALLANTT ISPAT LIMITED, HIPOLINE COMMERCE

PRIVATE LIMITED, AAR COMMERCIAL COMPANY LIMITED, LEXI EXPORTS

PRIV-IITE LIMITED AND RICHIE CREDIT AND FINANCE PRIVATE LIMITED

WITH GALLANTT METAL LIMITED AND FOR THE SLUMP SALE OF THE

SPECIFIED POWER PLANT UNDERTAKING OF GALLANTT ISPAT LIMITED TO

THE TRANSFEREE COMPANY GALLANTT METAL LIMITED('SCHEME")

Members of the Audit Committee of the Board of Directors of Gallantt Metal Limited

("Company or "GML") Present in the meeting of the said Committee held on January

18,2020:

Members:
i. Smt. Richa Bhartiya - Chairperson

ii. Smt. Jyotidndra Nath Dey - Member

iii. Nilin Mahavir Prasad Kandoi- Member

A.BACKGROUND:
1. A meeting of the Audit Committee of Gallantt Metal Lirafted ("Company or

"GML)
was held on JanuarylS, 2020 to consider alrd recommend the proposed Scheme

ofAmalgamation and Stump Sale providing for the Amalgamation of Gallantt Ispat

Limitei (Transferor Co-pany No. 1), AAR Commercial Company Limited

(Transferor Company IVo. Z;, Hipoline Commerce Private Limited (Transferor

io.p*y No. 3); Lexi Exports Private Limited (Transferor Company No 4) and

Richie Credit and Finance P vate Limited (Tlansferor Company No sxtogether

referred to as the "Transferor ComPanies") with Gallantt Metal Limited ("Transferee

Company"l and for the Slump Sale of the Specified Power Plant Undertaking of

Gallaltt ispat Limited to the Tiansferee Company and their respective shareholders

and Creditors ("Scheme") under Section 230 to 232 andother aPPlicable Provisions of

the Companies Act, 2013.

2.Intermsofcirculalno.CrD/DlL3/ClRl2ol7l27d.ated'MarchlQ20lTissuedbythe
Securities and Exchange Board of India ("SEBI Circular")' a rePort lrom the

Auditcommittee is required to be fumished to the ComPany's Board of

GALLANTT METAL LIMITED

Of{ice: Ward-1o gC, Plot No. 123, Ground Floor, Gandhidham, Kutch, Gujrat-370 201, Tel. : 02836-395626 / 395536 tax : 02836-23 5787
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Re9 istered Ot6ce: "GALLANTT HOUSE , i_7, JangPura Extension, New Delhi '110 014

1-45048767, E mail: gml@gallantt.com, Website : www gallantt com

Corporale ldentification No. : 127109Dt2005P1C350t" 
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3. This report is being fumished by the Audit Committee to the Board alter perusing
interalia the following necessary documents:

(i) Vatuation Report dated January18, 2020 issued by the IndependmtValuer namely
Mr. Vikash Goel, Chartered Accountants;

(ii) Faimess Opinion dated January 18, 2020 prepared by lntelligent Money
Managers Private Limited, Independent Category- | Merchant Banker, providing the
faimess opinion on the shale exchange ratio recommended in the Valuation Repor!

(iii) The dralt Scheme of Amalgamation of the Company.

4. The equity shares of the Compaay are listed on BSE Limited (BSE) ard
TheNational Stock Exchange of India Limited (NSE). The Company will be filing
theScheme along with the necessary information/documents with both the BSEand
the NSE (collectively "Stock Exchanges,,).

THE SALIENT FEATURES OF THE PROPOSED SCHEME ARE AS UNDER:

1. "Appointed Date of Merger" means the open of business hours on l"rApril 2019
after the completion of the slump sale refered to in part II of the Scheme;

2. "Appointed Date of Slump Sale" means the open of business hours on 1"r Apdl
2019;

3. Inler-Company Shareholding and it6 Cancellation

The Traasferor Companies No. 1 is a promoter of the Traasferee
Company and holds 3,94,62,895 (Three Crore Ninety-Four Lacs Sixty_
Two Thousand Eight Hundred and Ninety-Five only) Equity Shares of
face value of Rs. 10/- each of the Transferee Company constituting
48.53% of the total paid up equity share capital of the Trarsferee
Company.
The Trarsferor Companies No. 2 holds 492,48,760 (Bour Crore Ninety_
Seven Lacs Forty-Eight Thousand Seven Hundred and Sixty only)
Equity Shares of face value of Re. U- each of the Transferor Companies

R,d^", 6

ll

Directors,recommending the dralt Scheme under the Companies Act, 2019 taking
intoconsideration, inter alia, the Valuation Report. This report of the Audit
Committee is

made in order to comply with the requirements of the SEBI Circular,

1.



No. 1 constituting 77.620/0 ol the total paid up equity share capital of
the Transferor Companies No. t.

The Trarsferee Company holds 7,25,'19,920 (Seven Crore Twenty-Five
Lacs Nineteen Thousand Nine Hundred and Twenty only) Equity
Shares of face value of Re. 1/- each of the Transferor Companies No. 1

constituting 25.683o/0 of the total paid up equity share capital oI the
Transferor Companies No. 1.

The Transferor Companies No. 3 holds 9Q83,128 (Ninety Lacs Eighty-
Three Thousand One Hundred and Twenty-Eight only) Equity Shares
of face value of Rs. 10/- each of the Transferee Company constituting
11,.1,77" of the total paid up equity share capital of the Transferee
Company.
The Transferor Companies No.4 holds 1-,L9,30,679 (One Crore
Nineteen Lacs Thirty Thousand Six Hundred and Seventy-Nine only)
Equity Shares of face value of Rs. 10/- each of the Transferee Company
constituting "14-6770/" of the total paid up equity share capital of the
Transferee Company.
The Transferor Companies No. 5 holds 50,20,194 $n4t Lacs Twenty
Thousand One Hundred and Ninety-Four only) Equity Shares of face
value of Rs. 10/- each of the Transleree Company constituting 6.173%
of the total paid up equity share capital of the Transferee Company.

Upon the Scheme becoming effective and upon the amalgamation of Transferor
Comparies with theTransferee Company, the Inter-corporate cross shareholding
shall stand cancelled under this Scheme,

4. Slump Sale of 18 MW Power Plant of the Transferor Company No. 1 to the
Trarsferee Company
The Board of Directors of the Transferor Companies No 1 and Transferee Company
have decided to transfer by way of Slump Sale 18MW Power Plant Undertaking o{
Transleror Company No, 1 to Transferee Company and the Board oI Directors of all
the Transferor Companies and of the Transferee Company have decided to
amalgamate the Transleror Companies with t}le Transferee Company in accordarce
with the terms and conditions of this Scheme and in accordance with the Act and in
compliance with the applicabte provisions of the Income Tax Act, 1961 including in
particular Section 50B and Section 2(1B).

Upon the Scheme becoming effective and with effect from Appointed Date of Slump
Sale, the Power Plant Undertaking of the Transleror Company No. 1 shall pursuant

Ri clo.



to section 230 and other applicable provisions of the Act and without any further act
or deed be hansferred to and be vested or deemed to be vested in the Trarsferee
Company as a going concem, pursuart to a slump sale and for this purpose the
approval of the Scheme shall be deemed to be the approvat of the shareholders and
creditors of Transferor Companies No. 1.

The Transferee Company for acquisition oI the power plant Undertaking would be
Iiable to pay consideration of Rs. 35 crores.

5. Issue of Shares by the Transferee Company
Pursuant to the terms of the Scheme, the Transferee Company shall, without further
application, issue and allot as given below equity shares in the Transferee Company
to the equity shareholders of t}le Transfelor Companies whose names appear in the
Register of Members of the Traasferor Companies on the Record Date:

. 13 (Thirteen) equity shares of the nominal value of Rs. 10/- fully paid up in the
Transferee Company for every 14 (Fourteen) equity shares of ie. 1/- each fully
paid up held by such member in the Transferor Company No. 1 .

o 5 (Five) equity shares of the nominal value of Rs. 10/_ fully paid up in the
Trarsferee Company for every 1 (One) equity share of Rs. 107_ each fully paid
up held by such member in the Transferor Company No. 2.

. 9 (Nine) equity shares of the nominal value of Rs. 10/_ fully paid up in the
Trarsferee Company for every 2 Cfwo) equity shares of Rs. iOl- each fully
paid up held by such member in the Tralrsferor Company No. 3.

. 84 (Eighty-Four) equity shares of the nominal value of Rs. 10/_ fully paid up in
the Transferee Company for every 1 (One) equity share of Rs. 10/_ each fully
paid up held by such member in the Transferor Company No. 4.

. 101 (One Hundred One) equity shares of the nominal value of Rs. 10/_ fully
paid up in the Tlansferee Compary lor every 2 (Two) equity shares of Rs. 10/_
each fully paid up held by such member in the Transferor Company No. 5.

6. Ttansfer and vesting of the undertakings and business

Upon the Scheme becoming effectivg all assets, liabilities, contracts, rights,
obligations of the Transferor Companies shall stand transferred to the Transferee
Company, as a going concem, with effect from the appointed date.

Q'cho



7. Rationale of the Scheme
The Audit Committee discussed and noted the rationale of the proposed Scheme as
setout below:

The Transferee Company is a pioneer in the Steel and Power sector and
is able to attract the best talents available in the industry. The
Transferee Company is having its footprints sparming across Guiarat,
Maharashtra and Rajasthan. In the same way, The Transferor Company
No. 1is a pioneer in the Steel, Power and Agro sector and has its
presence in and is having its footprints spanning across Uttar pradesb
Bihar, Jharkhand and Delhi NCR. The Transferor Companies No. 1 and
Transferee Company are urder same Promoter Group. Thus, the
amalgamation of the two companies operating in similar sectors with
strengths in different geographies will ensure foosed management in
a single combined entity thereby resulting in efficiency of management
and maximising overall shareholder value.

The Transferor Companies No. 2 has plan to develop ard complete real
estate proiect. It is exploring further opportunities in the real estate
sector and has in the meantime deployed its funds in investment in
securities of the Transferor Companies No. 1. The Transferor
Companies No. 1 is also inter alia engaged in the business of real
estate. The Transferor Compades 2 holds significant porti on (1Z.620/0)
of the equity share capital of the Transleror Companies No. 1. The
amalgamation into the Trarsferee Compaay of the Traruferor
Company No. 1 and the Transferor Company No. 2 will lead to
consolidation of the real estate business.

Trarsferor Companies No. 3 is forming part of the promoter and
Promoter Group of Transferee Compary. Amalgamation of Trarsferor
Companies No. 3 with the Transferee Company would result in
clari$zing arld making transparent the shareholding of the Transferee
Company. Other Transfetor Compades No. 4 and 5 are also holding
shareholding of Transferee Company. The proposed amalgamation o1
Transferor Companies No. 4 and 5 wilt also bring in advantages of
clarifying and making transparent shareholding of the Transferee
Company.

KrCho.

The transfer and vesting of the undertakings and business of the Transferor
Companies in the Transferor Company willbe effective from Appointed Date.



The amalgamation particularly of the Transferor Companies No. 1 and
the Transferee Company will also result in administrative and
operational rationalisation, organisational efficiencies, reduction h
overheads and other expenses and optimal utilisation of various
resources. It will prevent cost duplication, overlapping of
administrative responsibilities and multiplicity of recordg legJ and
regulatory compliarces generally involved with running two ;parate
entities ard more particularly due to the listed statui of both the
companies involved. It will enable a dedicated management to focus
and accelerate growth of the amalgamated entity.

The amalgamation will result in not only, pooling of efficient human
resources alrd putting them to optimum utitisation Ior the growth of
the merged entity but also attracting efficient manpower by the
merged entity.

The amalgamation will bring in advartages of sl.nergy in operations
and economies of scale. The pooling of resources of companies will
create strong financial structure and facilitate resoutce mobilisation
and achieve better cash flows. The combined net worth in a single
entity shall facilitate in athacting funds from strategic hvestors and/or
financial institutions at competitive rates. Thut the synergies created
by the merger will increase the operational efliciency and integrate
business functions of the amalgamated entity and help to pursue
inorganic and organic growth opportunities of such business. It will
also Iead to more efficient utilisation of capital and create a
consolidated base Ior future growth of the amalgamated entity.

The amalgamation will enable greater realization of the potential of the
businesses of the Traasferor and Transferee Companies in the
amalgamated entity and have beneficial results for all concemed.

The assets of the amalgamated entity will far exceed its liabilities and
rights of the creditors oI the Tlarsferor Companies and the Transferee
Cornpany shall not in any way be prejudiced.

The Scheme shall also be in the larger interest of the public
shareholders of the Transferor Companies No. 1 and 2 and Transferee
Company as amalgamation of the three companies ".d ;;;
companies forming part of this Scheme will lead to cancellation of
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inter-corporate cross shareholdings of the Transferee Company and
Transferor Companies as well.

The Scheme also envisages Slump Sale of entire Power Plant
Undertaking of the Transferor Companies No. 1 as a going concem to
the Transferee Company and will thereby preserve the entitlement of
the said Power Plant Undertaking to the tax holiday available to the
said Undertating for being engaged in an identilied priority area.

ln view of the aforesaid, the Board of Directors of the Transferor
Companies and the Transferee Company have considered and
proposed the Slump Sale of the power plant Undertaking of Transferor
Company No. 1 to the Tran_sferee Company arld amalgamation of the
entire undertalint and business of the Transferor Companies with the
Transferee Company in order to benefit the stakeholders of all the
companies. Accordingly, the Board of Directors of the Transferor
Companies and the Trarsferee Company have formulated this Scheme
of Slump Sale and Amalgamation for the transfer and vesting of the
Power Plant Undertaking of Trarsferor Compaay No. 1 arld the entire
undertaking and business of tlrc Transfetor Companies with and into
the Transferee Company pursuant to the provisions of Sections 230 to
232 and other relevant provisions of the Companies Ac, 2013.

The proposed Scheme will be beneficial, advantageous and not prejudicial to the
interestsof the shareholders, creditors ard other stakeholders of the Company.

7. Approval of the Scheme and Listing of Shares
The Scheme will become effective on obtaining aU approvals and upon 6ling of the
certified copy of the Order oI the NCLT with the Registrar of Companies, as
mentioned in the draft Scheme.

]t1eWi-b, 
shares to be issued by the Transferee Company to the shareholders of

!rclrluferor Companies pursuant to the Scheme 
"r" 

propor"d to be listed onthe
Stock Exchanges in terms of the Scheme aad the SEBI Circular.

RE TI

?;cLc.

(i) The Audit Committee having considered the aforesaid documents, its
observations



and discussion, is of the opinion that the share exchange ratio contained in the
Valuation Report is fair and reasonable.

(ii) Accordingly, the Audit Committee do hereby unanimously recommend the
Schemefor favorable consideration by the Board of Directors of the Company.

By Order of the Audit Committee
FOT GALLANTT METAT LIMITED

Dare:18.01.2020

Place: Corakhpur

c^ hL,c,rh6a

Richa Bhartiya
CHAIRPERSON OF THE AUDIT COMMITTEE
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REPORT OT THE AUDIT COMMITTIE OF AAR COMMERCIAL COMPANY LIMITED
("AAR/COMPANY/TRANSFEROR COMPANY NO. 2J RTCOMMENDING THE DRATT
SCHEME OF AMALGAMATION AND SLUMP SALE PROVIDING FOR THE
AMALGAMATATION OF GALLANTT ISPAT LIMITED, AAR COMMERCIAL COMPANY
LIMITED, HIPOLINE COMMERCE PRIVATE LIMTTED, I,EXT EXPORTS PRIVATE
LIMITED AND RICHIE CREDIT AND FINANCE PRIVATE LIMITED WITH GALLANTT
METAL LIMITED AND FOR THE SLUMP SALE OF THE SPECIFIED POWER PI.ANT
UNDERTAKING OF GALLANTT ISPAT LIMITED TO THE TRANSFEREE COMPANY

OALLANTT METAL LIMITED ("SCHEME']

Members of the Audit Committee of the Board of Dlrectors of AAR Commercial
Company Limited ["Company or "AAR or Transferor Company No. 2"] present in the
:neeting ofthe said Conmjttee held on January 78,20201

Members:
i. Smt. Nishi Agrawal - Chairperson
ll. Smt. uma Sharma- Member
iii. Udit Agarwal- Member

A, BACXGROUND:
1,A meeting ofthe AuditCommittee ofAAR Commercial Company Limited ("Company

or "AAR"I was held on lanuary18, 2O2O to consider and recommend the proposed

Scheme ofAmalgamation and Slump Saie providing for tle Amalgamation of Gallantt
lspat Limited [TEnsferor Company No. 1J, AAR Commercial Company Limited
(''Company or AAR or Transferor CompaDy No.2"), HlPoline Commerce Private
Limited (Tmnsferor Company No.3J, Lexi gxports Private Limited (Trausfercr
Company No. 4) and tuchie Credit and Finance Private Lin ted [Transferor Company

No.s)[together referred to as the "Transferor Companies"] with Gallantt Metal
[,imited ("Iransferee Company'J and for the Slump sale of tie Specified Power Plant

tirldertaking ofCallantt ispat Limited to the Transftree Company and their respective

shareholders and Creditors ("Scheme') under Section 230 to 232 and other
applicable provisions ofthe Companies Act, 2013

2, In ternrs of cirolar no, CFD/DIL3/C|R/2017 /27 dated M^tch 10, 2017 issued by

the
Secilrities and Exchange Board of India ("SEBI Circular"J, a report from the Audit
Committee is required to be furnished to the Company's Board of Directors,

recommending the draft Scheme under the Companies Act, 2013, taking into



consideration, inter alia, the Valuation Reporl. This report of the Audit Committee is
made in order to comply with the requirements ofthe SEBI Circular.

3. This report is being firnished by the Audit Committee to the Board after perusing
inter alia the following necessary documentsi

(ii) Fairoess Opinion da:ed.lanuary 18, 2020 prepared by lntelligent Money Managers
Private Limited, Independent Category-l Merchant Banker, providing the fairness
opinion on the share exchange ratio recommended in the Valuation Reportj

0li) The dl?ft Scheme ofAmalgamation ofthe Company.

4. The equity shares ofthe Company are listed on BSE Limited (BSE) and The Calcutta
Stock Exchange Limited [CSE). The Company will be filing the Scheme along with the
necessary information/documents with both the BSE and the CSE [collectively "Stock
Exchanges").

THE SALIENT FEATURES OF THE PROPOSED SCHEME AREAS UNDER:

1. "AppoiBted Date of Merger" means the open of business hours on 1$April 2019
after the completion of the slump sale referred to in Part II ofthe Scheme;

2. "Appointed Date of Slump Sale" means the open of business horir's on 1it April
2079;

:J. Inter-Compa[y Shareholditrg and its Cancellation

j. The Transferor Companies No. 1 is a promoter of the Taansferee Company and
holds 3,94,62,895 (Three Crore Ninety-Four Lacs Sixty-Two ?housand Eight Hundred
and Nineg-Five or y) Equity shares of face value of Rs, 10/- each of the Transferee
Company constituting 48.53% of the total paid up equity share capital of the
Transferee Company.
ii. The Transferor Companies No. 2 holds 4,97,48,760 (Four Crore Ninety-Seven Lacs

Forty-Eight Thousand Seven Hundred and Sixty onlyJ Equity Shares of face value of
Re. 1/' each of the TEnsferor Companies No, 1 constituting 17.62% ofthe total paid
up equity share capital of the Tlansferor Companies No. 1.

iii. The Transfe.ee Company holds 7,25,19,920 (Seven Crore Twenty-Five Lacs

Nineteen Thousand Nine Hundred and Twenty only) Equity shares of face va.lue ofRe.
1/- each of tie Transferor Companies No. 1 constituting 25.683% ofthe total paid up
equity share capitalofthe Ttansferor Companies No. 1,

iv. The Transferor Companies No, 3 holds 90,83,128 (Ninety Lacs Eighty-Three
Thousand one Hundred and Twenry-Eight only) Equity Shares of face value of Rs.

1.0/- each of the TIansferee Company constituting 11.17% of the total paid up equity
share capital ofthe Transferee Company.
v. The Transferor Companies No. 4 holds 1,19,30,679 (One Crore Nineteen Lacs

]'hirty Thousand Six Hundred and Sevenry-Nine only) Equi shares of lace value of

[iJ Valuation Report dated Jaruary 18,2020 issued bytle Independent Valuer namely
Mr. Vikash coel, Chartered Accountants;
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Rs. 10/' each of the Transferee Company corstituting 14.6710/0 ot rhe total paid up
equity share capital ofthe Transferee Company.
vi. The Transferor Companies No. 5 holds 50,20,194 [Fiffry Lacs Twenty Thousand
one Hundred and Ninety-Four onlyJ Equily Shares offace value of tu. 10/- each ofthe
Transferee Company constituting 6.173% of the total paid up equity share capital of
the Transferee Company.

Upon the Scheme becoming effective and upon the amalgamation of Transferor
Companies with the Transferee Compan, the lnter-corporate cross shareholding
shall stand cancelled underthis Scheme.

,r. slump sale of 18 Mw Power Plant of the Trar6feror Company No. 1 to the
Transferee Company
The Board of Directors of the Transferor Companies No 1 and Transferee Company
have de.ided to tmnsfer by way of Slump Sale 18 MW Power Plant Undertaking of
Transferor Company No. 1 to Transferee Company and the Board of Directors of all
the Transferor Companjes and of the Transferce Company have decided to
amalgamate the Transferor Companies with the Tmnsferee Company in accordance

'rith the terms and conditions of this Scheme and in accordance with the Act and in
,:ompliance with the applicable provrsions of the lniome Tax Act, 1961 lncludinB, in
particular section 508 and secoon 2(lBJ.

Upon the Scheme becoming effective aEd with effect from Appointed Date of Slump
Sale, the Power Plant Undertaking ofthe Transferor Company No. 1 shall pursuant to
section 230 and other applicable provisions ofthe Act and without aDy further act or
deed be transferred !o and be vested or deemed to be vested in the Transferee
Company as a going concern, pursuant to a slump sale and for this purpose the
approval of the Scheme shall be deemed to be the approval of the shareholders and
creditors ofTransferor Companies No. 1.

The Transferce Company for acquisition of the Power Plant Undertaking would be

liable to pay consideration ofRs. 35 crores.

5. Issue ofShares by the Tratrsferee Company
Pursuant to the tenns of the Scheme, tlte Traisferee Company shall, without further
application, issue and allot as given below equity shares in tle Transferee Company to
the equity shareholders of the Transferor Companies i,vhose names appear in the
Register ofMembers oftle Transferor Companies on the Record Date:

. 13 (Thirteen) equity shares ofthe nomiral value of tu. 10/- tully paid up in the

Transferee company for every 14 (Fourteen) equity shares of Re. 1/- each tul]y paid

up held by such member in the Tmnsferor Company No. 1.

. 5 (Five) equity shares of the nominal value of Rs. 10/- fully paid up in the

1'ransfelee Company for every 1 (one) equity slare ofRs. 10/'each ftllly paid up held

trysuch member in the Transferor company No.2
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. 9 [Njne) equity sha.es of the nominal va]ue of Rs. 10/- fully paid up in the
Trahsferce Company fo. every 2 [Two) equity shares of Rs. 10/- each fully paid up
held by such member in the T.ansferor Company No.3.

. 84 [Eichty-FourJ equity shares of the nominal value of Rs, 10/- Rs. 50.38 fully
paid up in the Transferee Company for every 1 (one) equity share of tu. 10/- each
tully paid up hetd by such member in the Transferor Compary No. 4.

" 101 {One Hundred one) equity shares of the nominal vaiue of Rs. 10/- tully paid
up in the Transferee Company for every 2 (Two) equiry shares of tu. 10/- each fully
paid up held by such member in the Transferor Company No. 5.

ri. Transfer and vesti[gofthe undertakings and busiless

Upon the Scheme becoming effective, all assets, liabilities, conracb, rights,
obligations of the Transferor Companies shall stand ra$fened to the Trahsferee
Company, as a going concern, with effect fiom the appointed date.

The transfer and vesting of the undertakings and busiress of the Transferor
Companies in the Transferor Company willbe effective fromAppointed Date.

7. Radonale of the Scheme
The Audit Committee discussed and noted the ratiooale of the proposed Scheme as
setout below:

'I he Transferee Company is a pioneer in the Steel and Power sector and is able to
attract the best talents available in the industry. The Transferee Company is havin8 its
footprints spanning across Gujarat, Maharashtra and Rajasthan. In the same way, The
Transferor Company No. 1 is a pioneer in the Steel, Power and Agro sector and has its
prcsence in and is having its footpriots spanning across Uttar Pradesh, Bihar,

Jharkhand and Delhi NCR, The Transfe.or Companies No. 1 and Transferee company
are under sane Promoter Group. Thus, the amalgamation of the two companies
operating in similar sectors with strengths in different geographies will ensure
focused management in a single combined entity thereby resulting in efficienry of
management and maxlmising overall shareh older value.

The Transferor Companies No.2 has planto develop and complete real estate projecl
It is exploring further opportunities in the real estate sector and has in tle meantime
deployed its funds in investment in securities ofthe Transferor Conrpanies No. 1. The
Transferor Companies No. 1 is also inter alia engaged in the business of real estate.

The Transferor Cornpanies 2 holds significant portion (17,62%) of rhe equity share
capital of the Transferor Companies No. 1. The amalgamation into the Transferee
Ccmpany of the Transferor Company No. 1 and the Transferor Company No. 2 will
lead to consolidation ofthe real estate buslness.

TEnsferor Companies No. 3 is forming part of the Promoter and Promoter Croup of
Transferee Compady. Amalgamation of TEnsferor Companies No. 3 with the
?)?nsferce Company would result tn clarl8rlng and making hansparent the

Af'



shareholding ofthe Transfuree Company. other Transferor Companies No.4 and 5 are
also holding shareholding of Transferee Company. The proposed amalgamation of
Transferor companles No. 4 and 5 will also b ng in advantages of clarifying and
making transparent sharehold ing ofthe Transferee Company.

The amalgamation will bring ill advantages ofsynergy in operations and economies of
scale. The pooling of resources ofcompani€s will create stronB financial structure and
facilitate resource mobilisation and achieve better cash flows. The combined net
worth in a single entity shall facilitate in attractinE funds Iiom strategic investors
atd/or financial institutions at competltve rates, Thus, the synerS{es cteated by the
merger will increase the operational efficiency and integrate business functions ofthe
amalgamated entity and help to pursue inorganic and organic growth opportunities of
such business. It will also lead to more efficient utilisation of capital and create a

consolidated base for future growth ofthe amal8amated enlity.

The amalgamation particularly ofthe Transferor Companies No 1 and the Transferce
Company will also result in administrative and opemtional ratlonalisation,
organisatlonal efffclencieq reduction in overheads and other expenses and optimal
utilisation of vafious resources. It will prevent cost duplication, overlapping of
administrative responslbilities and multiplicity of records, legal and regulatory
compliances Eenemlly involved with running two seParate entities and more
particu:arty due to the listed status of both the companies involved. It will enable a

dedicated management to focus and accelerate 8r'owth ofthe amalgamated entity

The arnalgamation will result it| not only, pooling of eftcient human resources and

putting them to optimum utilisation for the $owth of the merged entity but also

at$acting emdent manpower by the merged entity.

The amalgamation will enable greater realizatlon ofthe poteEtial ofthe businesses of
the Transferor and Transferee companies in the amalSamated entity and have

beneficial results for all concerned.

'Itte assets of the amalgamated entity will far exceed its llabilities altd righB of the

creditors of the Transferor Companies and the Transferee Company shall not in any

way be preiudiced.

The Scheme shall also be in the larger interest of the pub:ic shareholders of the

Transferor Companies No. 1 and 2 and Transferee Company as amalgamation of the

three companies and other companies forming Part of tbis Scheme will lead to

cancellatio; of inter-corporate cross shareholdings of the TBnsferee Company and

Transferor Companies as well.

The Scheme also envisages Slump Sale of entire Power Plant Undertaking of the

Trarsferor Companies No. 1 as a going concern to the Transferee Compaly and wlll

thereby presewe the entitlemeht of the said Power Plant Undertaking !o the tax

h,rliday available to the said Undertaking for being engaged in an identified priority

area.



In view of the aforesaid, the Board of Directors of lhe Transferor Companies and the
Transferee Company have considered and proposed the Slump Sale of the Power
Plant Undeftaking of Transferor Company No. 1 to the TEnsferee Company and
amalgamation of the entire undertaking and business of the Transferor Companies
with the Transferee Company ln order to beneft the stakeholders of all the
companies. Accordingly, the Board of Directors of the Traosferor Companies and the
Transfeaee Company have formulated this Schene ol Slump Sale and AmalSamation
for the transfer and vesting of the Power Plant Undertaking of Tratsferor company
No. 1 and the entire undertzking and business of the Transferor Coilpanies with and
into the Transferee Company pursuant to the provisions of Sections 230 to 232 and
rther relevant provisions ofthe Companles AcL 2013.

The proposed Scheme will be beneficial, advantageous and not preiudicial to the
interestsof the shareholders, creditors and other stakeholders ofthe Company.

7. Approval of tlre Scheme alld Listing ofShares
The Scheme will become effective on obtaining alt approvals and upon Rling of the
certified copy ofthe 0rder of the NCLT with the Registrar ofCompanies, as menhoned
in the dl"ft Scheme.

The equity shares to be issued by the Transferee company to the shareholders of
theTransferor Companies pursuant to the Scheme are proposed to be listed onthe
Stock Exchanges in terms of the Scheme and t]le SEBI Ci.cular.

RECOMITIENDATION OF THE AUDIT COMMITTEF

(i) The Audit Committee having considered the aforesaid documents, its observations
and discussion, is of the opinion that the share exchange ratio contained in tbe

ValLration Repoltis fair and reasonable.

(ii) Accordingly, the Audit Committee do hereby unanimously recommend the ScheDe

for favourable consideratioE by the Board ofDirectol's ofthe Company.

By 0rder ofthe Audit Committee
MMERCIAL COMPANY LIMITEDFor

Date: 18.01.2020
PlacerNew Delhi C

Nishi Agrawal
OF THEAUDIT COMMITTEE


