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Report on Recommendations of the Audit Committee on the Composite Scheme of
Arrangement among Sun Pharmaceutical Industries Limited and Sun Pharma
(Netherlands) B.V. and Sun Pharmaceutical Holdings USA Inc. and their respective
members and creditors under Sections 230 to 232 read with Section 234 of the

Companies Act, 2013

Members Present :

1. Mr Keki M. Mistry :  Chairman of the Committee
2 Mr. S Mohanchand Dadha : Member

3. Mr Ashwin S. Dani : Member

4 Ms. Rekha Sethi . Member

1. Background

a) Pursuant to the requirements of Securities and Exchange Board of India (“SEBI”)
Circular No. CFD/DIL3/CIR/2017/21 dated March 10, 2017 (the ‘Circular’) a draft
composite scheme of arrangement among Sun Pharmaceutical Industries Limited
(hereinafter “Transferor Company”) and Sun Pharma (Netherlands) B.V. (hereinafter
“Transferee Company-1") and Sun Pharmaceutical Holdings USA Inc. (hereinafter
“Transferee Company-2”) and their respective members and creditors for demerger of
Specified Investment Undertaking -1 (as defined in Composite Scheme of Arrangement)
of Transferor Company into Transferee Company-1 and Specified Investment
Undertaking -2 (as defined in Composite Scheme of Arrangement) of Transferor
Company into Transferee Company-2 (“Composite Scheme of Arrangement”) under
Sections 230 to 232 read with Section 234 and other applicable provisions, if any, of the
Companies Act, 2013, was placed before the Audit Committee at its meeting held on
May 25, 2018 for its review, consideration and recommendation to the Board.

b) In view of the above, members of the Audit Committee of the Company, after
discussion, recommend the Composite Scheme of Arrangement vide resolution passed at

its meeting held on May 25, 2018 and have made this report, after perusing the following
necessary documents:

1.b.1. Proposed draft Composite Scheme of Arrangement.

1.b.2. Draft Fairness Opinion dated May 25, 2018 from Vivro Financial Services Private
Limited, Merchant Banker.

c) The Audit Committee, in light of the Circular, further took note of the fact that the
"Valuation Report from an Independent Chartered Accountant" need not be required as
there is no change in the shareholding pattern of the listed Company pursuant to the
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2. Proposed Scheme of Arrangement

The Audit Committee noted the rationale of the proposed arrangement, which is, inter
alia, as follows:

(@)

(b)

(©)

(d)

(e)

®

The Transferor Company, as part of its global operations, has a large number of
overseas operating companies, a major part of which are held as direct and/or
indirect subsidiaries of Transferee Company-1. Transferee Company-2 is also an
indirect wholly owned subsidiary of Transferor Company. By virtue of this Scheme,
the investments in overseas operating companies of the Transferor Company held
directly in Specified Investment Undertaking-1 - and Specified Investment
Undertaking-2 will be integrated and held as direct and/or indirect subsidiaries of
Transferee Company-1 and Transferee Company-2.

The Transferor Company’s Specified Investment Undertaking-1 and Specified
Investment Undertaking-2 shall be integrated and consolidated with the Transferee
Company -1 and Transferee Company -2 respectively, so as to consolidate the
holding structure for the overseas direct and/or indirect wholly-owned subsidiaries
of the Transferor Company resulting in strengthening of the investment portfolio,
synergistic benefits, faster decision making, strengthening the focus, enhancing the
ability to deal with regulatory challenges, risks and policies and consolidating the
financial, management and operational resources at overseas jurisdictions.

Scheme shall enable the Transferor Company and the Transferee Company-1 and
Transferee Company-2 to better focus, strategize and will also help retain and
increase the competitive strength of group thereby directly and indirectly
strengthening the reputation, goodwill, for the respective businesses of the
companies.

The proposed arrangement shall also enable the Transferor Company to address the
risks and policies, ability to strategize the remaining business for long term growth,
consolidation and creation of shareholder value.

The spin-off of the Specified Investment Undertaking-1 and Specified Investment
Undertaking-2 from the Transferor Company to the Transferee Company-1 and
Transferee Company-2 respectively is without consideration, in the nature of gift
and is within the group, besides enabling the Transferor Company and the
Transferee Company-1 and Transferee Company-2 respectively to better focus,
strategize and will also help retain and increase the competitive strength of group
thereby directly and indirectly strengthening the reputation, goodwill, for the
respective businesses of the companies and further diluting any adverse competitive
pressures.

In order to effectively and efficiently cater to the independent growth plans, both
through organic and inorganic means, for each of the undertakings of respective
companies, such internal arrangement supporting each functional area, is a
requirement. Scheme proposes to re-organise the existing businesses of the
Transferor Company and Transferee Companies to facilitate greater efficiency in
cash management and better utilisation of the cash flows generated ultimately
maximising shareholders’ value. This shall also enable better and more efficient
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management, control and running of the businesses of the Transferor Company and
Transferee Companies, giving the benefit of consolidation at the group level.

(g) The Transferee Company-1 and Transferee Company-2 would be in a position to

consolidate operations including the integration of investment holdings through
optimum utilization of its resources and avoidance of duplication. The Transferee
Company-1 and Transferee Company-2 would be in a position to achieve cost
efficiencies in manpower and other costs in relation to the strategic investments.
Simultaneously, the Transferor Company would also be in a position to achieve cost
efficiencies in manpower and other costs in relation to the remaining business. The
Boards of Transferor Company as well as Transferee Company-1 and Transferee
Company-2 believe that this spin-off will contribute to smooth integration of
relevant undertakings of all the companies and would benefit the shareholders,
employees and other stakeholders.

3. The salient features of the draft Composite Scheme of Arrangement are, inter alia,
as under

a)

b)

d)

The proposed draft Composite Scheme of Arrangement is among Sun Pharmaceutical
Industries Limited (“Transferor Company”) and Sun Pharma (Netherlands) B.V.
(“Transferee Company 1”) and Sun Pharmaceutical Holdings USA Inc. (“Transferce
Company 2”) and their respective members and creditors under Sections 230 to 232
read with Section 234 or any other applicable provisions, if any, of the Companies
Act, 2013 for demerger of Specified Investment Undertaking -1 (as defined in
Composite Scheme of Arrangement) of Transferor Company into Transferee
Company 1 and Specified Investment Undertaking -2 (as defined in Composite
Scheme of Arrangement) of Transferor Company into Transferee Company-2
(“Composite Scheme of Arrangement”).

The Appointed Date for the proposed Composite Scheme of Arrangement is fixed as
on the Ist day of April, 2017 or such other date as may be agreed between the
Transferor Company and the Transferee Company-1 \ Transferee Company-2 (as the
case may be) and approved by National Company Law Tribunal of Gujarat at
Ahmedabad and any regulatory authority or other Governmental Authority, if
applicable, and is the date with effect from which this Composite Scheme of
Arrangement shall upon receipt of requisite approvals, be deemed to be effective.

The Specified Investment Undertaking-1 of the Transferor Company shall without any
further act, instrument or deed, be and the same shall stand transferred to and / or
vested in or be deemed to have been and stand transferred to or vested in the
Transferee Company-1.

The Specified Investment Undertaking-2 of the Transferor Company shall without any
further act, instrument or deed, be and the same shall stand transferred to and / or
vested in or be deemed to have been and stand transferred to or vested in the
Transferee Company-2.

All the investments of the said Specified Investment Undertaking-1 of the Transferor
Company shall stand transferred or deemed to have been transferred without any
further act, instrument or deed, pursuant to the provisions of the Companies Act, 2013
and Applicable Laws so as to become as and from the Appointed Date, the assets of
the Transferee Company-1.
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f)

g)

All the investments of the said Specified Investment Undertaking-2 of the Transferor
Company shall stand transferred or deemed to have been transferred without any
further act, instrument or deed, pursuant to the provisions of the Companies Act, 2013
and Applicable Laws so as to become as and from the Appointed Date, the assets of
the Transferee Company-2.

The Transferee Company-1 and Transferee Company -2 are direct or indirect wholly
owned subsidiaries of Transferor Company. The Composite Scheme of Arrangement
is intended to restructure the investments under Specified Investment Undertaking -1
and Specified Investment Undertaking - 2 in more efficient and focused manner and
does not involve any movement of assets to any company outside the group controlled
by the Transferor Company. Hence, the Transferee Company 1 and Transferee
Company 2 shall not be required to issue any shares or pay any consideration to the
Transferor Company or to its shareholders. Accordingly, no cash consideration shall
be payable by the Transferee Company-1 and Transferee Company-2 under the
Composite Scheme of Arrangement.

4. Recommendations of the Audit Committee

a)

b)

Date:

Place:

The Audit Committee recommends the draft Composite Scheme of Arrangement and
aforementioned documents for favorable consideration by the Board of Directors,
Stock Exchange(s), Securities and Exchange Board of India, Hon’ble National
Company Law Tribunal of Gujarat, SEBI, Reserve Bank of India and all other
concerned parties/ authorities.

The Audit Committee recommends to the Board of Directors to authorize any
officers/persons to carry out such modifications, alterations and changes in the
Composite Scheme of Arrangement as may be expedient or necessary.

May 25, 2018
SD/-
Mumbai Chairman, Audit Committee

For Sun Pharmaceutical Industries Limited

NG

Ashok Bhuta
Sr. GM - Secretarial &
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