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Report on recommendations of the Audit Committee on the Draft Composite Scheme of
Arrangement between Aarti Industries Limited (“AIL” or “Demerged Company A" or
“Resultant Company B”) and Arti Surfactants Limited (“Resultant Company A”) and
Nascent Chemical Industries Limited (“Demerged Company B") and their Respective
Shareholders (hereinafter referred to as the “Draft Scheme"). ' '

The Company has placed before the Audit Committee, the Draft Composite Scheme of
Arrangement between Aarti Industries Limited, Arti Surfactants Limited and Nascent Chemical
Industries Limited and their respective shareholders for recommendation of the Scheme by the
Audit Committee to the Board of Directors as required vide per SEBI Circular no.
CFD/DIL3/CIR/2017/21 dated March 10, 2017, Circular No. CFD/DIL3/CIR/2017/26 dated March
23, 2017, Circular No. CIR/IMD/DF/50/2017 dated May 26, 2017, Circular No.
CFD/DIL3/CIR/2017/105 dated September 21, 2017 and Circular No. CFD/DIL3/CIR/2018/2
dated January 3, 2018 (hereinafter collectively referred to as “Circulars”).

In view to comply with the said Circulars, members of the Audit Committee at its meeting held on
June 28, 2018, discussed and recommended the draft Scheme after considering the following
documents:

a. Draft Scheme

b. Certificate dated June 28, 2018 issued by the Statutory Auditors of the Company, M/s. Kirtane
and Pandit LLP, Chartered Accountants, Mumbai Firm Regn. No. 105215W / W1000057
certifying that the accounting treatment contained in the Scheme is compliance with all the
accounting standards specified by the Central Government under Companies Act, 2013 read
with the rules framed there under or the Accounting Standards issued by ICAI, as applicable,
and other generally accepted accounting principles;

c. Valuation Report from M/s. N. M. Raiji & Co., Chartered Accountants Firm Regn. No.
108296W recommending the;

i. Share Entitlement Ratio for demerger of the Home and Personal Care Undertaking of
Demerged Company A into Resultant Company A and the subsequent listing of the
Resultant Company A on the BSE Limited (“BSE”) and the National Stock Exchange of
India Limited (“NSE”); and

ii. Share Entitlement Ratio for subsequent demerger of the Manufacturing Undertaking
of Demerged Company B into Resultant Company B;

d. Fairness Opinion issued by Master Capital Services Limited, on the valuation carried out by
M/s N. M. Raiji & Co., Chartered Accountants; and

Below are the Recommendations of the Audit Committee on the Draft Scheme:

Date June 28, 2018
1. |Name of the| e For the demerger of Home and Personal Care

Demerged Undertaking: Aarti Industries Limited
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* For the demerger of Manufacturing Undertaking: Nascent
Chemical Industries Limited

2. |Name of the|e For the demerger of Home and Personal Care

Resulting Undertaking: Arti Surfactants Limited
Company

* For the demerger of Manufacturing Undertaking: Aarti
Industries Limited

3, Salient Features of Rationale for demerger of the Home and Personal Care

the Scheme Undertaking

The demerger of the Home and Personal Care
Undertaking is being undertaken due to the following
reasons:

* AIL basically has 3 (three) business verticals(i.e.
Speciality Chemicals, pharmaceuticals and home and
personal care chemicals)with divergent business profile,
growth potential, risk-rewards, regulatory and capital
requirements and are largely independent on each other.
The home and personal care chemicals business, which
constitutes of the Home and Personal Care Undertaking, is
currently not ROE (return on equity) accretive. Therefore, in
order to create overall value for the shareholders, the
management has decided to restructure the home and
personal care chemicals business by transferring the Home
and Personal Care Undertaking into Resultant Company A.
The shareholders of AIL, pursuant to the demerger, will be
provided with an option to subscribe either to the equity
shares or Redeemable Preference Shares of Resultant
Company A in the manner set out under the Scheme.

* The demerger will also result in Demerged Company A
and the Resultant Company A Achieving operational
efficiencies by streamlining of the relevant businesses.

* The demerger of the Home and Personal Care
Undertaking from the Demerged Company A would allow the
management of the Resultant Company A to focus and adopt
relevant strategies necessary for the turning around and
promoting growth and expansion of the Home and Personal
Care Undertaking; and

* By demerger of the Home and Personal Care
Undertaking into the Resultant Company A, the financial
resources will be conveniently raised in accordance with the
requirement of the business, leading to optimum utilization of
resources towards expansion and growth of the business of
n=the Resultant Company A
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ii. Rationale for demerger of manufacturing business of
Nascent with Aarti Industries Limited:

The demerger of the Manufacturing Undertaking is being
undertaken due to the following reasons:

* Consolidation of the chemical manufacturing business
under Resultant Company B.

+ Post the demerger of the Manufacturing Undertaking,
Demerged Company B will be able to focus only on the
trading business.

* The demerger will eliminate the duplication in
administrative costs and multiple record-keeping, thus
resulting in cost savings; and

* The demerger will allow concentrated effort and focus by
the senior management towards the growth of the trading
business by eliminating duplicative communication and
burdensome cocrdination efforts across multiple entities.

4, Name of the | M/s N. M. Raiji & Co., Chartered Accountants Firm Regn. No.

Independent 108296W
Chartered
Accountant
5. Details of Audit | The composition of the Audit Committee, is as follows:
Committee i. Shri Ramdas M. Gandhi — Chairman (Independent
Director)

ii.  Shri Rajendra V. Gogri - Member (Managing Director)

ii.  Shri Rashesh C. Gogri — Member (Managing Director)

iv.  Shri Parimal H. Desai — Member (Executive Director)

v. Shri Laxmichand K. Jain - Member (Independent

Director)
vi. Shri KV.S. Shyam Sunder — Member (Independent
Director)
vii.  Shri P. A. Sethi — Member (Independent Director)
viii.  Shri Bhavesh Vora — Member (Independent Director)

ix.  Smt Priti P. Savla - Member (Independent Director)

Secretary of the Company acts as Secretary to the Committee.

Members Present | 8 "

Leave of Absence |1

In Attendance 7

Recommendation | Based on the review of the draft Composite Scheme between

on the Draft | Aarti Industries Limited, Arti Surfactants Limited and Nascent

Composite Chemical Industries Limited and their respective shareholders,
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Scheme of | Valuation Report dated June 28, 2018 issued by M/s N. M. Raiji
Arrangement and | & Co., Chartered Accountant and the Fairness Opinion issued
Exchange / | by Master Capital Services Limited, on the valuation, the Audit
Entittement Ratio | Committee believes that the Scheme and Share Entitlement
taking into | Ratio is fair and reasonable.

consideration the
Joint Valuation

Report
10. | Summary of | Further, the Audit Committee has also noted that the Scheme
reasons for | will overall be interest of the shareholders. The Audit Committee

recommendations | also noted that:

e There will be no change in the shareholding pattern of Aarti
Industries Limited in the case of demerger of Home and
Personal Care Undertaking; and

e Post the demerger of Manufacturing Undertaking the
shareholding of Aarti Industries Limited will change.

In the above circumstances, the Share Entitlement ratio as

mentioned in draft Scheme is fair and reasonable.

To the best of our knowledge and belief, after making proper enquiry, the information contained
in or accompanying this statement is, in all material respect, true and correct and not misleading,
whether by omission or any information or otherwise.

For and on behalf of the Audit Committee of Aarti Industries Limited
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Ramdas M. Gandhi

(Chairman of the Audit Committee)
June 28, 2018

Mumbai

CERTIFIFD TRUE COPY
For AARTI INDUSTRIES LTD.

j arraf
Company Secretary
ICSI M. No. A15526
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