
KESORAM INDUSTRIES LIMITED 

RECOMMENDATIONS OF THE AUDIT COMMITTEE OF THE BOARD OF KESORAM 
INDUSTRIES LIMITED AT ITS MEETING HELD ON IS JlJLY,2022 ON THE REVISED SCHEME 
OF ARRANGEMENT BETWEEN KESORAM INDUSTRIES LIMITED AND CYGNET INDUSTRIES 
LIMITED UNDER SECTIONS 230-232 OF THE COMPANIES ACT,2013 

MEMBERS PRESENT 

I. Mr. Kashi Prasad Khandelwal (Chairman) 
2. Mr. Sudip Banerjee 
3. Mr. Lee Scow Chuan 
4. Dr. Jikyeong Kang 

Gautam Ganguli Company Secretary and Secretary to the Committee was in attendance 

A quorum was present and remained ti II the conclusion of the Meeting. 

Chairman 

The Meeting was chaired by Mr. K P Khandelwal, the Committee Chairman 

I. Background for the Meeting 

I. I. It was noted that the Audit Committee of every listed company had been mandated by virtue of the 
Securities & Exchange Board of India ("SEBI") directions contained in its Master Circular on Schemes 
of Arrangement ("Schemcs") dated 23 November,202 I ("Master Circular") to recommend Schemes after 
taking into consideration, inter alia, the conditionalities set out in Paragraph 2(c ) of Part I of the Master 
Circular. 

On the directions of the Chairman, the Company Secretary explained the conditionalities that had been 
envisaged. 

He pointed out also that the original Scheme of Arrangement as recommended by the Committee on 12 
May,2022 ("the original Scheme") was being superseded by this revised Scheme of Arrangement ("the 
revised Scheme") that was at present under consideration. 

The Committee of Independent Directors at its Meeting held earlier during the day had recommended the 
revised Scheme as being in the interest of the Company's shareholders. 

1.2. It was further noted that the original Scheme had been duly recommended by the Committee vide its 
Report dated 12 May,2022. 

2. Basis for Recommending the Revised Scheme 

2.1 It was noted that the proposed Scheme of Arrangement that was recommended by the Audit Committee 
("the Committee") on 12 May,2022 remained largely the same except that the following alterations, in 
the light of revised circumstances, required incorporation in the Scheme covenants: 

explicit statement, incorporated in Paragraph D(ii)(g) of the revised Scheme under "Operations of the 
Scheme", to the effect that the Company's entire shareholding in Cygnet shall stand cancelled. 
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The above conditionality was already envisaged in the original Scheme but was not explicitly stated and 
hence now specifically clarified; 

A. deletion of the addition of the Company's undertaking, Hindustan Heavy Chemicals, proposed in thc 
original Schcmc; 

13. clarification in Clause 8.9 of the revised Scheme under "Consideration" that the same number of 
Cygnet Industries Limited ("Cygnet") shares equivalent to the Company's Global Depositary Receipts 
("GDR") , originally issued in 1996, would be issued to Deutsche Bank, the GDR Custodian. 
However, the said Custodian will hold the underlying shares equivalent to the Cygnet GDRs on behalf 
and for the benefit of these GDR holders. 

The rationale for the above revision was that the Company's GDRs stood listed only on the Luxembourg 
Stock Exchange. The Luxembourg Stock Exchange no longer stood recognised by the Securities & 
Exchange Board of India ("SEBJ") for listing of GDRs. As such, till arrangements get made for listing of 
Cygnet GDRs in alternative oversea Exchanges, specifically recognised by SEBI, issue of Cygnet GDRs 
equivalent to the underlying Cygnet shares that will be issued to the said Custodian would be kept in 
abeyance. 

2.2 The Company Secretary then briefed the Committee on the rationale for the alterations. 

2.3 The rationale for the alterations was then deliberated upon. 

2.4 In so doing, the Committee also considered the implication of copies of all the following documents, 
initialled by the Chairman of the Meeting (for purposes of identification), tabled before it: 

~ the revised Scheme; 

~ a copy of Cygnet's Statutory Auditor's Certificate dated 14 July,2022 confirming the accounting 
trcatmcnt admissible to the revised Scheme in the books of Cygnet. 

~ a draft of an Addendum to the Share Entitlement Ratio Report dated July 14, 2022 ("Share 
Entitlement Ratio Report") as prepared by Messrs. RBSA Valuation Advisors LLP, Registered 
Valuers ("RBSA") ; and 

~ a draft of a fairness Opinion dated July 14, 2022 from Gretex Corporate Services Limited, a SEBJ 
Registered Merchant Banker, providing a Fairness Opinion on the Share Entitlement Ratio Report, 
including the draft of the Addendum thereof ("Fairness Opinion") as prepared by RBSA, 
Registered Valuers; and 

3 Recommendations of the Committee 

The Committee, upon considering the revised Scheme, felt that all three suggested alterations enured for 
the bencfi t of the Company's shareholders. 

Specifically, implementation of the revised Scheme of Arrangement would provide for a situation wherc 
the two entities would be able to function and grow independent of each other, The Company's 
shareholding in Cygnet would stand cancelled as part of the implementation of the Scheme. Each 
shareholder of the Company would, in the process, receive one Equity Share of Cygnet for every onc 
Equity Share held in the Company as on a Record Date. This process had been visualised in the 12 May, 
2022 Scheme as well, The fact that the Company's shareholding in Cygnet would stand cancelled had, 
however, not been explicitly stated. Hence, the need to explicitly articulate this position as part of the 

revised Scheme. 
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Moreover, deletion of the proposed merger of the undertaking of the Company's Hindustan Heavy 
Chemicals in the revised Scheme was indeed a stcp in the right direction. The revised Scheme would thus 

be limited only to the shareholding of the two entities. 

The Committee was also in agreement with the treatment, as delineated above, that was now 
contemplated for the Company's GDR holders entitled to GDRs in Cygnet. 

It was noted that subject to tile above, the revised Scheme reproduced all other covenants set out in the 
original Scheme. 

The Committee, upon further discussion, agreed with the recommendation of the Committee of 
Independent Directors that the proposed Scheme,as revised, was in the interest of the Company's 
shareholders and would fully subscrve their interest. 

Indeed, by permitting the two entities to function and grow independently the proposed Scheme would be 
instrumental in promoting each entity's separate lines of business in their own distinct manner free of any 
specific requirement for one entity to supervise the functioning of the other as would have happened had 
Cygnet continued as a wholly owned subsidiary. 

In other words, whichever way one examined the revised Scheme, both entities would set to gain going 
forward. 

Under these circumstances, the Committee, also taking into consideration that no change in the Share 
Exchange ratio was contemplated under the revised Scheme, was of the considered view that the revised 
Scheme fully satisfied the parameters set out in Paragraph 2(e ) of Part T of SEBT's Master Circular on 
Schemes of arrangement dated 23 November,2021. 

The proposed Scheme therefore should be recommended for the favourable consideration of the Board. 

Gautam Ganguli 
Company Secretary 

Date: July 15, 2022 
Place: Kolkata 
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