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REPORT OF THE AUDIT COMMITTEE OF GALLANTT ISPAT LIMITED
(,GIL/COMPANY/TRANSFEROR CO. NO. 1") RECOMMENDING THE DRAFT

SCHEME OF AMALGAMATION AND SLUMP SALE PROVIDING FOR THE

AMALGAMATATION OF GALLANTT ISPAT LIMITED, HIPOLINE

COMMERCE PRIVATE LIMITED, AAR COMMERCIAL COMPANY LIMITED,

LEXI EXPORTS PRIVATE 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 oI Directors of Gallantt Ispat Limited

("Company or "GIL") Present in the meeting of the said Cornmittee hetd on January 1&

2020,

Members:
i. Smt. Smita Modi - ChairPerson
ii. Smt. Sangeeta Upadhyay - Member

iii. Prem Prakash Agrawal - Member

consideration, inter alia, the Valuation RePo*' This rePort of the Audit Committee is

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

GALLANTT ISPAT LIMITED
Registered Office | "GALLANTT HOUSE",I-7, Jangpura Extension, New Delhi '110

.Telefax: 011-41645392, E-mail :9il@gallantt.com, Website: www.gallantt.com
Factory iAL-5, Sector-23, Sahjanwa, District Gorakhpur, Uttar Pradesh

A. BACKGROUND:
1. A meethg of the Audit Committee of Gallantt Ispat Limited ("ComPany or "GIL")

was held o; January18, 2020 to consider arrd recommend the proposed Scheme of

Amalgamation and Slump Sale providing for the Amalgamation of Gallantt Ispat

LimitJd (Trarsferor ComPany No. 1), AAR Commercial Company Limited (Transferor

Company No. 2), HiPoline Commerce Pdvate Limited (Transferor Compary No' 3)'

Lexi Exiorts prirrute timited (Transferor Company No 4) and Richie Credit and

Iinance Pdvate Limited (Transferor Company No 5) (together refered to as the

"Transferor ComPanies") with Gallantt Metal Limited ("Transfelee Company") and

for the Slump Sale of the Specified Power Plant Undertaling of Gallantt IsPat Limited

to the Transferee Company and their respective shareholders and Creditors

("Scheme") under Section 230 io 232 and other applicable provisions oI the Compalies

Act,2013.

2. In terms of circular no. CFD/DIL3/CIN2)L7 l2l dated Malch 10, 2017 issued by the

Securities ar1d Exchange Board of India ("SEBI Circular"), a rePort from the Audit

Committee is required to be furnished to the Company's Board of Directort

recommendingthedraftSchemeundertheComPaniesAc!2019^takinginto

Corporate ldentification No | 127109D12005P1C350523



3. This report is being furnished by the Audit Committee to the Board after Perusing
inter alia the following necessary documents:

(i) Valuation Report dated Januarylz 2020 issued by the Independent Valuer namely

Mr. Vikash Goel, Chartered Accountants;

(ii) Faimess Opinion dated January 18, 2020 prepared by Intelligent Money Marlagers

Pdvate Limited Independent Category-i Merchant Banker, providing the faimess

opinion on the share exchange ratio recommended in the Valuation RePort

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

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

Stock Exchange of India Limited (NSE). The Company will be filing the Scheme along

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

(collectively "Stock Excharges").

THE SALIENT FEATURES OF THE PROPOSED SCHEME ARE AS UNDERI

1. "Appointed Date of Merger" means the oPen of business hours on f i April 2019

after the completion of the slump sale refelled to in Part II of the Scheme;

2. "Appointed Date oI Slump Sale" means the oPen of business hours on 1"' April

2019;

3. Inter-Company Shareholding and its Cancellation

i. The Transferor Companies No. 1 is a Promoter of the Trarsferee

Compary and holds 3,94162,895 (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 constituthg

4A.59% ot the total paid up equity share caPital of the Transferee

Comparty.
ii. The Transferor Comparries No. 2 holds 4,97,48,760 (Four 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 No 1

constituting 17.62'k ol the totat paid up equity share capital of the

Transleror ComPanies No. 1.

iii. The Transferee 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 25.683'k ol the total Paid up equity share capital of the

Transferor Companies No. 1.

The Transferor Companies No. 3 holds 90,83,128 (Ninety Lircs Eighty-

Three Thousand One Hundred and Twenty-Eight only) Equity Shares oI
face value of Rs. 10/- each of the Transferee Company constituting
-!1.17"k ol the total paid up equity share caPital of the Transferee

Company.
The Transferor Companies No. 4 holds 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 Compary
constituting 1,4.677"/" ol the total paid up equity share caPital of the

Transferee Company.
The Transferor Companies No.5 holds 50,20,194 (Fifty Lacs Twenty

Thousand One Hundred and Ninety-Four ody) Equity Shares of face

value of Rs. 10/- each of the Transferee Company constituting 6173% of
the total paid up equity share caPital of the Transferee Company,

Upon the Scheme becoming effective and uPon the amalgamation of Transferol

Companies with the Trarsferee Compary, the Inter-corporate cross shareholding shall

stand cancelled under this Scheme.

4. Slump Sale of 18 MW Power Plant of the Trarsferor Company No. 1 lo 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 of

Transferor Company No. 1 to Transferee Company and the Board of Directors of al1

the Transferor ComPanies and of the Transferee Company have decided to

amalgamate the Transferor Companies with the Transferee Company in accordance

with the terms and conditions of this Scheme arld in accordance with the Act and in

compliance with the appticable provisions of the Income Tax Act, 1961 including, in

particular Section 50B arrd Section 2(1B).

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

Sale, the Power Plant Undertaking of the Transferor Compary No. 1 shall pursuant to

section 230 and other appticable Provisions of the Act and without any further act or

deed be trar.uferred to and be vested or deemed to be vested in the Transleree

Company as a going concer! pursuant to a slump sale and for this purPose the

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

creditors of Transferor Companies No. 1.

The Trar.uferee Company for acquisition of

liable to pay consideration of Rs. 35 crores.

the Power Plant Undertaking would be



5. Issue oI Shares by the Transferee Company
Pursuant to the terms of the Scheme, the Transferee Company shall, withbut futher
application, issue and allot as given below equity shares in the Transferee Company to

the equity shareholders oI the Trarsferor ComParies whose names appear in the

Register of Members of the Transferor Companies on the Record Date:

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

Trarsferee Company for every 14 (Fourteen) equity shares of Re. 1/- each fully
paid up hetd by such member in the Trarsferor Company No. 1.

. 5 (Five) equity shares of t}re norninal value of Rs. 10/- fully paid up in the

Transleree Company lor 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/- fully Paid up in the

Transferee Company for every 2 (Two) equity shares of Rs. 10/- each tully paid

up held by such member in the Transferor 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.

r 101 (One Hundred One) equity shares of the nominal value of Rs. 10/- fully
paid up in the Transferee Company for every 2 (Two) equity shares of Rs. 10/-

each fully paid up held by such member in the Transferor ComPany No. 5.

6. Transfer and vesting of the undertakings and business

Upon the Scheme becoming effective, all assett liabititiet contracts, rights, obliSations

of the Transferor ComPanies shall stand transferred to the Transferee ComPany, as a

going concerr! with effect from the appointed date.

The transfer and vesting of the undertakings and business of the Trarsferor

Companies in the Transferor Company will be effective from ApPointed Date.

7. Rationale of the Scheme

The Audit Committee discussed and noted the rationale oI the proPosed Scheme as set

out below:

The Transferee Company is a Pioneer in the Steel arld Power sector aIld

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

Compary is having its footPlints span ng across Guiarat,]'Ialarashtra



and Rajasthan. In the same way, The Transferor Company No. 1 is a

pioneer in the Steel, Power and Agro sector and has its presence in and is

having its footprints spanning across Uttar Pradestr, Bihar,' jharkhand

and Delhi NCR. The Transferor Companies No. 1 and Transferee

Company are under same Promoter Group. Thus, the amalgamation of
tl1e two companies operating in similar sectors with shengths in
different geographies will ensure focused management in a single

combined entity thereby resulting in efficiency of management and

maximising overall shareholder value.

The Trarsferor Companies No. 2 has plan to develoP and comPlete real

estate project. It is explo ng 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 portion (17.62'k\ ol the equity

share capital of the Transferor Companies No. 1. The amalgamation into

the Transferee Company of the Transferor Company No. l and the

Trarsferor Company No. 2 will lead to consolidation of the real estate

business.

Transferor Companies No, 3 is forming Part of the Promoter and

Promoter Group of Transferee ComPany. AmalSamation of Transferor

Companies No. 3 with the Trarsleree Company would result in
clarifying and making transparent the shareholding oI the Transferee

Company. Other Transferor ComPanies No. 4 and 5 are also holding

shareholding of Transferee Company. The proposed amalgamation of

Transferor Companies No. 4 and 5 will also bdng in advantages of

clarifyir.rg and making transParent shareholding of the Transferee

Company.

The amalgamation will bring in advantages of slnergy h operations and

economies of scale. The pooling of resources oI comPanies will create

strong financial shucture artd facilitate resource mobilisation artd

achieve better cash flows. The combined net worth in a single entity shall

facilitate in attracting fuads from strategic investors and/or financial

institutions at competitive rates. Thus, the synergies created by the

merger will increase the operational efficienry and integrate busiress

functions of the amalgamated entity and help to Pursue inorganic arld

organic growth opportunities of such business. It will also lead to mole

efficient utilisation of capital and create a

growth of the amalgamated entity.
consolidated base for future



The amalgamation particularly of the Transferor ComPanies No. 1 and

the Trarsferee Company will also result in administrative and

operational rationalisatior! organisational efficienciet reduction in

overheads and other expenses ard oPtimal utilisation of various

resources. It will prevent cost duPlication, overlapping of administrative

responsibilities and multiplicity of recordt legal arld regulatory

compliances generally involved with running two separate entities and

more particularly due to the listed status of both the comPanies

involved. It will enable a dedicated management to focus ard accelerate

growth of the amalgamated entity.

The amalgamation will result in not on1, pooling of efficient human

resources and putting them to optimum utilisation for the growth of the

merged entity but also athacting efficient manpower by the merged

entity.

The amalgamation will enable greater realization of the potential of the

bushesses of the Transleror ard 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 of the Trarsferor 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 Compaay as

amalgamation of the tfuee companies and other companies forming Part
of this Scheme will tead to cancellation oI inter-corPorate cross

shareholdings of the Transleree Company and Transferor Compaaies as

well.

The Scheme also envisages Slump Sate of entire Power Plant

Undertaking of the Transferor Companies No. 1 as a Soing concern to

the Trirnsferee Company and will thereby preserye the entitlement of the

said Power Plant Undertaking to the tax holiday available to the said

Undertaking for being engaged in an identified priority area.

In view of the aforesaid, the Board of Directors of the Transferor

Companies and the Transferee Company have considered ard proposed

the Slump Sale of the Power Plant Undertaking of Transferor Company

No. 1to the Ttansferee Company and amalgamation of the entire

undertaking and business of the Transferor Companies with the



Transleree Company in order to benefit the stakeholders of atl the

companies. Accordingly, the Board oI Directors of the Transferor
Companies and the Transleree Company have formulated thid Scheme of
Stump Sale and Amalgamation for the transfer and vesting of the Power
Plant Undertaking of Trarsferor Company No. 1 and the entire
undertaking and business of the Transferor Companies with ard into the

Transferee Company pursuant to the provisions of Sections 230 to 232

and other relevant provisions of the Compades Act, 2013.

The proposed Scheme will be beneficial, advantageous and not prejudicial to the

interests oI the shareholders, creditors and other stakeholders of the Company.

7. Approval o{ the Scheme and Listing o{ Shares

The Scheme will become effective on obtainhg atl approvals and upon filing of the

certified copy oI the Order of the NCLT with the Registlar of Companies, as

mentioned in the dralt Scheme.

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

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

Exchanges in terms of the Scheme and the SEBI Circular.

RECOMMENDATION 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

Valuation Report is fair and reasonable.

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

Scheme for favorable consideration by the Board of Directors of the Company.

By Order of the Audit Committee
For GA ISPAT LIMITED

Date:18.01.2020 Smita Modi
Place: Gorakh CHAIR?ERSON OF THE AUDIT COMMITTEE
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REPORT OF THE AUDIT COMMITTEE OF GALLANTT METAT LIMITED
(,GMUCOMPANY/TRANSFEEE COMPANY") RECOMMENDING THE DRAFT
SCHEME OF AMALGAMATION AND SLUMP SALE PROVIDING FOR THE
AMALGAMATATION OF GALLANTT ISPAT LIMITED, HIPOLINE COMMERCE
PRIVATE LIMITED, AAR COMMERCIAL COMPANY LIMITED, LEXI EXPORTS
PRIVATE LIMITED AND RICHIE CREDIT AND FINANCE PRIVATE LIMITED
WITH GALLANTT METAL LIMITED AND FOR THE SLUMP SALE OF THE
SPECIFIED POWER PLANT UNDERTAI(NG OF GALLANTT ISPAT LIMITED TO
THE TRANSFEREE COMPANY GALLANTT METAL LIMITED ('SCHEME")

Members oI the Audit Committee of the Board of Directors of Gallantt Metal Limited
("Compaay or "GML") present in the meetir1g of the said Committee held on January
18,2020:

Members:
i. Smt. Richa Bhartiya - Chairperson
ii. Smt. Jyotirindra Nath Dey - Member
iii. Nitin Mahavir Prasad Kandoi- Member

A. BACKGROUND:
1. A meeting of the Audit Committee of Gallantt Metal Limited ("Company or
,GML)

was held on Januaryl8, 2020 to consider ard recommend the proposed Scheme of
Amalgamation and Slump Sale providing for the Amalgamation of Gallantt Ispat
Limited (Transferor Company No. 1), AAR Commercial Company Limited
(Transferor Company No. 2), Hipoline Commerce Private Limited (Transferor

Compaiy No.3), Lexi Exports Private Limited (Transfelor Company No.4) and
Richie Credit and Finance Plivate Limited (Transferor Company No.S)(together
referred to as the "Trarsferor Companies") with Gallantt Metal Limited ("Transferee

Company") and {or the Slump Sale of the Specified Power Plant Undertaking of
Gallantt Ispat Limited to the Transferee Company and their respective shareholders
and Creditors ("Scheme") under Section 230 to 232 and other applicable provisions of
the Companies Act, 2013.

2. In te/ms of circular no.
Securities and Exchange
Committee is required

CFD/DIL3/CIR/2017 /21 datcd March 1O 2017 issued by the

Board of India ("SEBI Circular"), a report from the Audit
to be furnished to the Company's Board of Directo

(,.\"4 Bku

GALTANTT METAL LIMITED
Offrce : !'Grd 10 EC, P ot No. 123, Griund Floor, Gandhldham, Kutch, Gujrat-370 201, Tel.r 02836-395626 / 395636 Fax : 02836-235787

Woiils : I.,.:ff To lGate Vil age - Sarnakhyali, Taluka-Bhachau, Kutch - Gujrat, Tel.i 91 98 795 60878/ Fax : +91 2837 283690

Reqlstered Offlce : "GALLANII HOUSE', I 7, langpura Extension, New Delhi -110 014
. Telefax : 011 .+5048767, E nral : 9 ml@gal a ntt.com, Webslte | \rwr.!.ga lantt com
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recommending the draft Scheme under the Companies Act, 2013, taking into
consideratior; inter alia, the Valuation Report, This report of the Audit Committee is

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

3. This report is being furnished by the Audit Committee to the Board after perusing

inter alia the following necessary documents:

(i) Valuation Report dated Januarylz 2020 issued by the lndePendent Valuer namely

Mr- Vikash Goel, Chartered Accountants;

(ii) Iairness Opinion dated January 18,2020 prepared by Intelligent Money

Managers Private Limited, Independent Category-l Merchant Banker, providing the

fairness opinion on the share exchar-rge ratio recommended in the Valuation RePort

(iii) The draft Scheme oI Amalgamation of the Company.

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

National Stock Exchange of India Limited (NSE). The Compar1y will be Iiling the

Scheme along with the necessary information/documents with both the BSE and the

NSE (collectively "Stock Exchanges").

THE SALIENT FEATURES OF THE PROPOSED SCHEME ARE AS Lt'{DER:

1. "Appointed Date of Merger" means the open of business hours on 1"'Apdl 2019

after the completion of the slump sale re{elled to ir Part II of the Scheme;

2. "Appointed Date of Slump Sale" means the open o{ business hours on 1n APdl

2019;

3. Inter-Company Shareholding and its Cancellation

The Trarsferor Companies No. 1 is a promoter of the Transferee

Company arrd 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

48.59% ol the total paid up equity share caPital of the Trarsferee

Company.
The Transferor Companies No. 2 holds 4,97,48,760 (Fo1Jt Ctore Ninety-

Seven Lacs Forty-Eight Thousand Seven Hundred and Sixty only)
rl.

R,cl""'



111,

Equity Shares of face value of Re. 1/- each of the Transferor Companies
No. 1 constituting 77.62"k of the total paid up equity share capital of
the Transferor Companie5 No. l.
The Transferee 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 Trarsferor Compardes No. 1

constituting 25.683"4 of the total paid up equity share capital of the
Transferor Companies No. 1.

The Transferor ComparLies No. 3 holds 90,83,128 (Ninety Lacs Eighty-
Three Thousand One Hundred and Twenty-Eight only) Equity Shares

oI face value of Rs. 10/- each of the Trarsferee Company constituting
71.7704 ol the total paid up equity share capital of the Transferee
Company.
The Transferor Companies No.4 holds -1,19,30,679 (One Crore
Nineteen Lacs Thirty Thousand Six Hundred arld Seventy-Nine only)
Equity Shales of face value of Rs. 10/- each of the Transferee Company
constituting 14.671% ot the total paid up equity share capital of the
Transferee Compary.
The Transferor Companies No. 5 holds 50,20,194 (Fifqr Lacs Twenty
Thousand One Hundred and Ninety-Four only) Equity Shares of face

value of Rs. 10/- each oJ the 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 Company, the Inter-corporate cross shareholding
shall stand cancelled under this Scheme.

4, Slump Sale of 18 MW Powe. Plant o{ the Transferov Compary No. 1 to the
Transleree Company
The Board of Directors of the Transferor Companies No 1 alrd Transferee Compaay
have decided to transfer by way of 51ump Sate 18MW Power Plar.rt Undertaking of
Transferor Company No. 1 to Transferee Company and the Board of Directors oJ all
the Transferor Companies and of the Transleree Company have decided to
amalgamate the Transferor Companies with the Trans{eree ComPany in accoldance

with the tems and conditions of this Scheme ar1d in accordance with tle Act and in
compliarce with the applicable provisions of the Income Tax Act, 1961 including, in
particular Section 50B and Section 2(1B).

Q'dnq



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
to section 230 and other applicable provisions of the Act and without any further act
or deed be transfered to and be vested or deemed to be vested in the Transferee
Company as a going concerL pursuant to a slump sale and for this purpose the
approval oI the Scheme shall be deemed to be the approval of the shareholders and
creditors of Transferor Comparries No. 1.

The Transferee Company fol acquisition of the Power Plant Urdertaking would be
liable to pay consideration oI Rs. 35 crores.

5. Issue of Shares by the Transleree Company
Pursuant to the terms of the Scheme, the Trans{eree Company shalf without further
applicatiory issue and allot as given below equity shares in tlle Transferee Company
to the equity shareholders o{ the Transferor Companies whose names appear in the
Register of Members of the Trarsferor 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 (Iourteen) equity shares of Re. 1/- each fully
paid up held by such member in the Transferor Company No. 1.

. 5 (Five) equity shares o{ the nomiral value of Rs. 10/- fully paid up in the
Traasferee 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 shales of the nominal value of Rs. 10/- tully paid up in the
Transferee Company tor every 2 (Two) equity shares of Rs. 10/- each lully
paid up held by such member in the Transferor Company No. 3.

. 84 (Eighty-Four) equity shares of the nominal value of Rs. 10/- fu1ly paid up in
the Trar.sferee Company for every 1 (One) equity share oI Rs. 10/- each fully
paid up held by such member in the Transferor Company No. 4.

. 101 (One Hundred One) equity shares oJ the nominal value of Rs. 10/- fuliy
paid up irl th6 Transferee Company for every 2 (Two) equiiy shares of Rs. 10/-

each fully paid up held by such member in the Transferor Company No. 5.

6. Trarrsfer and vesting of the undertakings and business

RrcL,



Upon the Scheme becoming effective, all assets, liabilities, contracts, rights,

obligations of the Transferor Companies shall stand transfered to the Transferee

Company, as a goirg concern, with effect ftom the appointed date.

The transfer and vesting of the undertakings and business oI the Transferor
Companies in the Transferor Company will be elfective from Appointed Date.

7. Rationale of lhe Scheme
The Audit Committee discussed and noted the rationale of the proposed Scheme as

set out below:

The Transferee Company is a pioneer in the Steel and Power sector and
is able to attract the best talents available in the irrdustry. The

Transferee Company is having its footpdnts spanning across Gujarat
Maharashtra and Rajasthan. In the same way, The Transferor Compalty
No. 1 is a pioneer in the Steel, Power and Agro sector and has its
presence in and is havin8 its footprints sparuing across Uttar Pradesl!
Bihar, Jharkhar.rd and Dethi NCR. The Transferor Companies No. 1 and

Transferee Company are under same Promoter Group. Thus, the

amalgamation of the two companies operatiag in similal sectors with
strengths in differert geographies will ensure focused management in
a single combined entity thereby resulting in efliciency of management

and maximising overall shareholder value.

The Transferor Companies No. 2 has plan to develop and complete real

estate projeci. It is exploring further opportunities in the real estate

sector and has in tl1e meantime deployed its funds in investment in
securities oI the Trar-uferor Companies No. 1. The Transferor

Companies No. 1 is also inter alia enga8ed in the bushess oI real

estate. The Transleror Companies 2 holds significant portion (77.62%)

of the equity shaie capital of the Transferor Companies No. 1. The

amalgamation into the Transferee Company of the Transferor

Company No. 1 and the Transleror Company No. 2 will lead to
consolidation of the real estate business,

Trar.uferor Companies No. 3 is forming part of the Promoter ard
Promoter Group of Transleree Company. Amalgamation of Transferor

Comparries No. 3 with the Transleree Company would result in
clarifyhg and making transparent the shareholding of the Transferee



Company. Other Transferor Companies No. 4 alld 5 are also holding
shareholding of Trarsferee Company. The proposed amalgamation of
Transferor Companies No. 4 ard 5 will also bring in advdntages of
clari$zing and making transparent shareholding of the Transferee

Company.

The amalgamation will bring in advantages of synergy in operations

and economies of scale. The pooling of resources of companies will
create strong financial structure and facilitate resource mobilisation

alrd achieve better cash flows. The combined net worth h a single

entity shall facilitate in athacting funds fiom strategic investors and/or
financial institutions at competitive rates. Thus, the s)'nergies created

by the merger will increase the operational efliciency and integrate

bushess ftmctions of the amalgamated entity arld help to Pursue
inorgaric and organic growth opportunities of such business. lt will
also lead to more efficient utilisation of capital and create a

consolidated base for future growth of the amalgamated entity.

The amalgamation particularly qf the Trar1sferor Companies No. 1 and

the Transferee Company will also result in administrative and

operaaional rationalisatioo organisational efficiencies, reduction in
overheads arld other expenses and optimal utilisation oJ various

resources. It will prevent cost duplication, overlapping of

administrative responsibilities ald multiplicity of records, legal ard
regulatory compliances generally ir.rvolved with runr.irlg two separate

entities and more particularly due to the listed 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 only, pooling of efficient humar
resources and putting them to oPtimum utilisation for the growth of
the merged entity but also attracti.S elficient manPower by the

merged entity.

The ainalgamation will enable greater realization of the Potential of the

businesses of the Transferor and Transferee Comparries in the

amalgamated entity and have beneficial results for all concerned.



The assets of the amalgamated entity will far exceed its liabilities and
ri8hts of the creditors of the Transferor Companies and the Trarsferee
Company shall not in any way be prejudiced.

The Scheme shall also be in the larger interest of the public
shareholders of the Transferor Compaaies 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 TrarsJeree Company and
Transferor Companies as well.

The Scheme also envisages Slump Sale of entire Power Plant
Undefiakhg o{ the Transferor Companies No. 1 as a going concem to
the Transferee Company and will thereby preserve the entitiement of

- the said Power Plant Undertaking to the tax holiday available to the

said Undertaking {or being engaged in an identified pdority area.

In view of the aforesaid, the Board of Directors of the Transferor

Companies alrd the Trarsferee Company have considered arrd

proposed ihe Slump Sale of the Power Plant Undertaking of Trarsferor
Company No, 1 to the Transferee Company and amalgamation of the

entire undertaking and business of the Transferor Companies with the
Trarsferee Company in order to benefit the stakeholders oI all the

companies. Acco:dingly, the Board of Directors of the Transferor

Companies a]1d the Transferee Compaay have formulated this Scheme

of Slump Sale arld Amalgamation for the transfer and vesting of the

Power Plant Undertaking oI Transferor Compar1y No. 1 and the entire
undertaking ard business of the Transferol Comparries ia/ith and into
the Transferee Company pursuant to the provisions oJ Sections 230 to
232 and other relevant provisions of the Comparies Act 2013.

The proposed Scheme will be beneficial, advantageous and not prejudicia: to the

interests of the shareholders, creditors ar-rd other stakeholders of the Company.

7. Approval oI the Scheme ard Listing of Shares

The Scheme will become effective on obtaining all
certified copy of the Order of the NCLT with
mentioned in the draft Scheme.

approvals and upon filing oI the

the Registrar of Companies, as



The equity shares to be issued by the Transferee Company to the shareholders oI the
Transferor Companies pursuant to the Sdreme are proposed to be listed on the Stock
Exchanges in terms oJ the Scheme and the SEBI Circular.

RECOMMENDATION OF THE AUDIT COMMITTEE

(i) The Audit Committee haviag considered the aforesaid documents, its
observations and discussiorL 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
Scheme for favorable consideration by the Board of Directors of the Compary.

By Order oI the Audit Committee
FoT GALLANTT METAL LIMITED

hc."r)-'5c^

Date:18.01.2020

Place: Gorakhpur CHAIRPERSON OF THE AUDIT
Richa Bhartiya
COMMITTEE
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REPORT OF THE AUDIT COMMITTEE OF AAR COMMERCTAL COMPANY LIMITED
I,,AAR/COMPANY/TRANSFEROR COMPANY NO. 2J RECOMMENDING THE DMFT
SCHEME OF AMALGAMATION AND SLUMP SALE PROVIDING FOR THE
AMALGAMATATION OF GALLANTT ISPAT LIMITED, AAR COMMERCIAL COMPANY
LIMITED, HIPOLINE COMMERCE PRIVATE LIMITED, LEXI EXPORTS PRIVATE
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 AAR Commercial
Company Limited ["Company or "AAR or Transferor Company No. 2"] present in the
meeting ofthe said Committee held on Jar,uary 18,20201

Membersl
i. Smt. Nishi Agrawal - Chairperson
ii. Smt, Uma Sharma- Member
i ii. Udit Agarwal- Member

A. BACKGROUND;
1. A meeting ofthe Audit Committee ofAAR Commercial Company Limited ("Company
or "AAR"Jwas held on Ja[uary1B, 2020 to consider and recommend the proposed
Scheme of Amalgamation and Slump Sale providing for the Amalgamation of Gallantt
Ispat Limited (Transferor Company No. 1), AAR Commercial Company Limited

f"Company or AAR or Transferor Company No. 2"], Hipoline Comme.ce Private
Limited [Transferor Company No, 3J, Lexi Exports Private Limited [Transferor
Company No, 4) and Richie Credit and Finance Private Limited [Transferor Company
No. slftogether referred to as the "Transferor Companies") with Gallantt Meta]
Limited ("Transferee Company") and for the Slump Sale of the Specified Power Plant
Undertaking ofGallantt Ispat Limited to the Transferee Company and their respective
shareholders and Creditors ("Scheme") under Section 230 to 232 and other
applicable provisions ofthe Companies Act, 2013.

2. ln terms of circular no. CFD/DIL3/CIR/20U /21- dated March 10, 2017 issued by
the
Securities and Exchange Board of India I"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, 2073, taking into



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

3. This report is being furnished by the Audit Committee to the Board after perusing
inter alia the following necessary documents:

[iJ Valuation Report dated lanu.ary 77,2020 issued by the Independent Valuer namely
Mr. Vikash Coel, Chartered Accountants;

[ii) Fairness Opinion dated Ianuary 18, 2020 prepared by Intelligent Money Managers
Private Limited, Independent Category-l Merchant Banker, providing the fairness
opinion on the share exchange ratio recommended in the Valuation Reportj

[iii] The draft Scheme of Amalgamation 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"J,

THE SALIENT FEATURES OF THE PROPOSED SCHEME ARE AS UNDERi

1. "Appointed Date of Merger" means the open of business hours on 1st April 2019
after the completion ofthe slump sale referred to i[ Part II ofthe Scheme;

2. "Appointed Date of Slump Sale" means the open of business hours on 1s April
201,9;

3. Inter-Company Shareholding and its Cancellation

i. The Transferor Companies No. 1 is a promoter of the Transferee Company and
holds 3,94,62,895 [Three Crore Ninety-Four Lacs Sixty-Two Thousand Eight Hundred
and Ninety-Five onlyJ Equity Shares of face value of Rs. 10/- each of the Transferee
Company constituting 48.53o/o of the total paid up equity share capital of the
Transferee Company.
ii. The Trarcferor Companies No. 2 holds 4,97 ,48,7 60 (Four Crore Ninety-Seyen Lacs
Forty-Eight Thousand Seven Hundred and Sixty only) Equity Shares of face value of
Re. 1/- each of the Transferor Companies No, 1 constituting 17.62% of the total paid
up equity share capital ofthe Transferor Companies No, 1.
iii, The Transferee Company holds 7,25,19,920 (Seven Crore Twenty-Five Lacs
Nineteen Thousand Nihe Hundred and Twenty onlyJ Equity Shares offace value ofRe.
1/- each ofthe Transferor Companies No. 1 constituting 25.683% ofthe total paid up
equity share capital ofthe Transferor Companies No. 1.

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

10/- each ofthe Transferee Company constituting 1L.1-7o/a of the lotal paid up equity
share capital ofthe Transferee Company.
v. The Transferor Companies No. 4 holds 1,1-9,30,679 (One Crore
Thirty Thousard Six Hundred and Seventy-Nine only) Equity Shares

Nineteen Lacs
of face value of
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Rs. 10/- each of the Transferee Company constitutirl 14.67Lyo of the total paid up
equity share capital ofthe Transferee Company.
vi. The Transferor Companies No. 5 holds 50,20,79+ (Fifty Lacs Twenty Thousand
One Hundred and Ninety-Four only) Equity Shares offace value ofRs. 10/- each ofthe
Transferee Company constituti\g 6.173o/o of the total paid up equify share capital of
the TransFeree Company.

Upon the Scheme becoming effective and upon the amalgamation of Transferor
Companies with the Transferee 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
Transferee Company
The Board of Directors ofthe Transferor Companies No 1 and Transferee Company
have decided to transfer by way of Slump Sale 1BMW 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 Transferor 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 includilg, in
particular Section 50B and Section 2(1BJ.

Upon the Scheme becoming effective and with effect from Appointed Date of Slump
Sale, the Power Plant Undertaking ofthe Transferor Compafly No. 1 shall pursuant to
section 230 and other applicable provisions ofthe Act and without any further act or
deed be transferred to 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 Transferee Company for acquisition of the Power Plant Ufldertaking would be
liable to pay consideration ofRs. 35 crores.

5. Issue ofShares 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 the Transferor Companies whose names appear in the
Register ofMembers ofthe Transferor Companies on the Record Date:

. 13 [ThirteenJ 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 yalue of Rs. 10/- ful]y paid up in the
Transferee Company for every 1 {One) equity share of Rs. 10/- each fully paid up held
by such member iII the Transferor Compaly No. 2.

ef;qil i-vry;
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. 9 (Nine) equity shares of the nominal value of Rs. 10/- fully paid up in the
Transferee Company for every 2 [Two] equity shares of Rs. 10/- each fully paid up
held by such member in the Transferor Company No, 3.

. 84 (Eighty-Four) equity shares of the nominal value of Rs. 10/- Rs. 50.38 tully
paid up in the Transferee Company for every 1 [OneJ 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 Transferee Company for every 2 [Two) equity shares of Rs. 10/- each fully
paid up held by such member in the Transferor Company No. 5.

6. Transfer and vesting ofthe undertakings and business

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

The tralsfer and vesting of the undertakings and business of the Transferor
Companies in the Transferor Company will be effective from Appointed Date,

7, Rationale ofthe Scheme
The Audit Committee discussed and noted the rationale ofthe proposed Scheme as set
out belowl

The Transferee Company is a pioneer in the Steel and Power sector and is able to
attract the best talents available irl the industry, The Transferee Company is having its
footprints spanning across Gujara! 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
presence in and is having its footprints spanning across Uttar Pradesh, Bihar,

Jharkhand 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 geographies will ensure
focused 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 and complete real estate project.
It is exploring further opporlu[ities in the real estate sector and has in the meantime
deployed its funds in investment in securities ofthe Transferor Companies No. 1. The
Transferor Companies No. 1 is also inter alia engaged ill the business of real estate.
The Transferor Companies 2 holds significant port\o\ (L7.62a/o) of 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 ofthe real estate business.

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

The amalgamation will bring in advantages ofsynergy in operations and economies of
scale. The pooling of resources ofcompanies will create strong financial structure and
facilitate resource mobilisation and achieve better cash flows. The combined net
worth 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 increase the operational efflciency 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 amalgamated entity.

The amalgamation particularly of the Transferor Companies No. 1 and the Transferee
Company will also result in administrative and operational rationalisation,
orgalisational efftciencies, reduction in overheads and other expenses and optimal
utilisation of yarious resources, It will prevent cost duplication, overlapping of
administiative responsibilities and multiplicity of records, legal and regulaiory
compliances generally involved with running two separate entities and more
paticularly due to the listed status of both the companies involved, It will enable a
dedicated management to focus and accelerate growth ofthe amalgamated entity.

The amalgamation will result in not only, pooling of efficient human resources and
putting 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 realization ofthe potential ofthe businesses of
the Transferor and Transferee Companies in the amalgamated entiBT and have
beneficial results for all concerned.

The assets of the amalgamated entity will far exceed its liabilities and rights 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 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
Trarlsferor Companies as well.

The Scheme also envisages Slump Sale of entire Power Plant Undertaking of the
Transferor Companies No. 1 as a going concern to the Transferee Company and will
thereby preserve the entitlement of the said Power Plant Undertaking to the tax
hoiiday available to the said Undertaking for being engaged in an identified priority
area.
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In view ofthe 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 Transferee Company and
amalgamation of the entire undertaking 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 ofthe Transferor Companies and the
Transferee Company have formulated this Scheme of Slump Sale and Amalgamation
for the transfer and vesting of the Power Plant Undertaking of Transferor Company
No. 1 and the entire undertaking and business ofthe Transferor Companies with and
into the Transferee Company pursuant to the provisions of Sections 230 to 232 and
other relevant provisions of the Companies Act, 2013.

The proposed Scheme will be benelicial, advantageous and not prejudicial to the
interests ofthe shareholders, creditors and other stakeholders ofthe Company.

7. Approval ofthe Scheme and Listing ofShares
The Scheme will become effective on obtaining all approvals ard upon filing of the
certified copy ofthe Order ofthe NCLT with the Registrar ofCompanies, as mentioned
in the draft Scheme,

The equity shares to be issued by the Transferee Company to the shareholders ofthe
Transferor Companies pursuant to the Scheme are proposed to be listed on the Stock
Exchanges in terms ofthe Scheme and the SEBI Circular.

RECOMMENDATION 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
Valuation Repoft is fair and reasonable.

[iiJ Accordingly, the Audit Committee do hereby unanimously recommend the Scheme
for favourable consideration by the Board ofDirectors ofthe Company.

By Order ofthe Audit Committee
FoT AAR COMMERCIAL COMPANY LIMITED

Datet 78.01.2020
Place: New Delhi CHAIRPERSON OF THE AUDIT COMMITTEE

ffi,2.\- /s-,

a- Nishi Agrawal


