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REPORT OF TIWE AUDIE COMMIUFEE OF JINDAEL STAINLESS LEMITED
RECOMMENDING THE DRAFF COMPOSITE SCHEME OF ARRANGEMENT AMONG
JINDAL STAINLESS EIMITED, JINDAL STAINLESS (HISAR) LIMITED, JINDAIL,
GNITED STEKL LIMITED AND JINDAL COKE LIMITED AND THEIR RESPECTIVE

SHARLHOLDERS AND CREDITORS
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1,  Background

In accordance with the provisions of SEBI Circular No. CIR/CIFDANL/S/2013 dated February 4,
2013 read with SEBI Circular No, CIR/CFD/DIN /82613 dated May 21, 2013 (which provides
clarifications with respect lo the aforententioned Cireulav) (“Circntars™), e draft Composite
Scheme of Arrangement under Scctions 391-394 read with Sections 100 — 103 of the Companics
Act, 1956 and ather relevant provisions of the Companics Act, 1956 andfor Sections 230-233 of
the Companics Act, 2013 and other relevant provisions ol the Companies Act, 2013 s may be
applicable amongst Jindal Stainless famited (“Company™, Jindal Stainless (Hisar) Limited,
Jindal United Steel Limited and Jindal Coke Limited and their rcspective Shareholders and
Creditors {“Scheme™) was placed belore the Audit Committee by the Company, 10 comsider and
recommend the draft Scheme to the 13oard of Directors of the Company taking into accounl infer
atie, the valuation report daled Decomber 27, 2014, from B S R and Associates and the faimess
opinion dated December 27, 2014, from SPA Capital Advisors Limited.

This report is made in accordance with the requivements of the Circulars and Section 177 of the
Companies Act, 2013 read with Rule 6 of the Companics (Meelings of Board and its Powers)
Rules 2014, and the relevant rules, circulars and notifications issued wmder (he Companies Act,

2013,

The veport has been made aiter porusing the foHowing necessary documents:

a. Draft Scheme;
b. Valuation report dated December 27, 2014, from B 5 R and Assoctafes, independent

chartered aceounlant; and
¢. l'aimess opinion dated December 27, 2014, from SPA Capital Advisors Limited, independent

merchant bankcr. LD
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2. Penposed Scheme

The Audit Committee perused the draft Scheme placed before it for its consideration and noled
the ralionale of the proposcd Scheme, which is, fnter alia, as lollows: -

(i) focused management of business verticals of the Company, Jindal Stainless (1 lisar)
Limited, Jindal Unjted Sicel Limited and Jindal Coke Limited in order Lo increase
profitabifity and improve compelivencss; '

(ii) enable Jindal United Steel Limited and Jindal Coke Limited 10 mercase capacity
utidization and enable Jindal United Steel Limited and Jindal Coke Limited to
increase profitability and improve competitivencss,

{iif)  enable the backward inlegration of the valuc chain at Odisha for the Comparny, lindal
United Steed Limited and Jindal Coke Limited;

(iv)  reduce the debt level of the Company and improve the serviceability of debt;

(v) ensure {lic long term slability of the Company; and
(vi})  unlocking value for all the stakeholders of the Company to cnable the Company.
Jindal Stainless (Hisar} Limited, Jindal United Steel Limited and Jindal Coke Limited

to focus on their respective core competencios.

The salient feaiurcs of the dralt Schome are as vnder:

() - demerger of the Demerged Undertakings {as defined in the Scheme} and
vesling of the same in Jindal Stainless (Hisar} Limited {a wholly owned
subsidiary of the Company) in accordance with Scction 2 {19AA) of the
Income Tax Act, 1961 {“Resulting Company™ (“Demerger™). As part of
the schene (he sharcholders of the Company would be issued shares by the
Resulting Company as per the share entitfemnent ratio of 1:1, meaning theveby
that for (i} every 1 (One) equity shares of face vaiuc Rs.2 (I{upeex Two) cach
heid in Company as on the Record Date {as defined in the Scheme), the equity .
shareholders of the Company shall be issued { {One) ¢quity sharc of face
value Rs. 2 (Rupees Two) each credited as fully paid-up in Resuiting
Company; and {ii) for every 1 (One) fully paid up compulsaily convertible
preference shave of face value of Rs. 2 (Rupees Two) cach held in the
Company as on the Record Date (@s defined in the Scheme), the preforence
sharcholders ol the Company shall be issued | (One) compulsorily
converlible preference shave of Rs. 2 (Rupees Two) each credited as fully
paid-vp in the Resulting Compuny.

{i1) transter of the 13usiness Undertaking 1 (us defined in the Scheme) of the
Company and vesling of the same with the Resuiting Company on a going
goncern basis by way of u Slump Sale (as defined in the Scheme) for a lump
sum consideration of Rs. 2809,79,51,881 (Rupees Two Thousand Fight
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Hundred Nine Crore Seventy Mine Lakh Fifty One Thousand Eight Hundred
and Izighfy One) to be discharged in the manner provided in the Scheme in
accordance with Scelion 2 (42C) of the [ncome Tax Act, 1961 (Slomp Sake

1%

{iiiy  transfer of the Dusiness Undertaking 2 (a8 defined in the Scheme) of the
Company and vesting of the same with Jindal United Stecl Limited on a
going concern basis by way of a Slump Sale (as defined in the Scheme) lor a
lienip suen consideration of Rs. 2412,67,33,108 (Rupees Two Thousand lour
Hundred and ‘Twelve Crore Sixty Seven Lakh Thirly Three Thousand One
Hundred aind Eight) to be discharped v e manner provided in the Scheime
in accordance with Section 2 (120 of the lncome Tax Act, 1961 (“Slump

Sale 27);

{iv)  tansfer of the Business Undortaking 3 {as defined in the Scheme) of the
Company and vesting of the same with Jindal Coke Limited on a going
concern basis by way of 8 Slump Salelus defined in the Scheme) lor a lump
sum consideration of Rs 492,64,70,730 {(Kupees Four Hundred Ninety Two
Crore Sixily Four Lakh Seventy Thousand Seven Hundred and Thirty) to be
discharged in the manner provided in the Scheme in accordance with Scelion
2 (42C) of the Inconme Tax Act, 1961 (“Shump Sale 37);

{v} the Demerger and the Slomp Sale | will be made effective with effect from
the close of business hours before midnight of March 31, 20i4 {(Appointed
Cate 1) and Shump Sale 2 and Shamp Sake 3 will be made effective with efliect
rom close of business hours belore midnight of March 31, 2015 (Appointed

Date 2).

(vi}  other mailers incidental to the Schome swch as reduction of the securities

premium account of the Company in scocordance with the Schoeme on account

i of the differcnee between the amount of assets and liabifities pertaining fo the
iYemerged Undertakings (as defined in the Scheme) being (ransferred by the
Company pursuant to Scelion | of the Scheme; cancellation of afl of the
Company’s shareholding in Jindal Stsinless (Hisar) Limited; increasc in
authorised capital of the whoily owaed snbsidiaries of the Company, namsly,
Jindal Stainless (Hisar) Limited, Jindal United Steel Limited and Jindal Coke
Limiicd in accordance with the Scheme; issuance of equity shares by the
Company to Jindul Stainkess (Hisar} Limited tn accordance with the Scheme;
subscription of 17,50,00,000 {Seventeen Crore and ifty lacs) cumulative
comptifsorily convertible preference shares {("CCPS”) of facc valuc of Rs.
10/- (Rupees ‘T'en only) each having a coupon rate of 0.01% per anmem and
having others terms as may be mutually agreed between the Company and
Jindal United Stecl Limited and set out in the terms of issug of such CCPS, by
the Company in Jindal United Steel Limiled, subseription of 876,733
{Light Crore Seventy Six |.akhs Seventy Three Thousand {'lwee [Nundred and
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3.

Eleven) non-cumulalive non-convertible redeemable  preference  shares
{(“RP8™ of face valuc of Ks. 10/- (Rupees Ten only) cach and coupon rate of
10% per annum ang having others terins as may be agreed mulually beiween
the Company and Jindal United Steel Limited and set oul in the tepms of fssue
of such non-cumulative non-converiible RPS, by the Company in Jindal
United Stec! Limited; subseription of 26000000 (Two Crore and Sixty
Lakhs) CCIPS of face value of Rs. 10/~ {Rupees ‘I'en only) each having a
coupon ratc of 0.01% per annum and having others lerms as may be agreed
mutually belween the Compansy and Hadal Coke Limited and sel out in the
terms of issue of such CCPS by the Compuny in Jimdal Colce Limited ; and
subscription of 9,16,47,073 (Ninc Crore Sixteen Lacs Forty Seven Thowvsand
Sevenly Three) non-cumulative non-convertible RPS of face value of s, 10/-
{Rupees Ten only) cach and coupon rate of 10% per amum and having oihers
terms as may be agreed mulsally bebween the Company and Jndal Coke
Limited and sct out in the terms of issue of such non-cunutative non-
convertible RS, by the Company in Jindal Coke Limited, in aceordance with

" 1lic Scheme.

Recosmmendation of the Audil Comamitiee

The Audit Comunittee has considered and noted the aloremientioned documents along with the
draft Scheme and, king into account, iater alia, the valuation report dated December 27, 2004,
from B 8 R and Associates and the fairness opinion dated Docember 27, 2014 lrom SPA Capital
Advisors Limited, recommends the draft Scheme for favourable consideration by the Board of
Directors of the Company, the BSE Limited and the Natlonal Stock lixchange of India Limited,

and the Secwitties and Exchanpe Doard of India.

for and o bekall of Andit Commitice

C U

{(Suwman fyoti Khajtan)

Date: December 29, 2014 Chairman

Place: Now Daoili
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