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REPORT OF THE AUDIT COMMITTEE OF SAYAJI HOTELS LIMITED (“COMPANY")
(RECOMMENDING THE DRAFT COMPOSITE SCHEME OF AMALGAMATION ARD
ARRANGEMENT BETWEEN SAYAJI HOTELS LIMITED AND AHILYA HOTELS LIMITED AND
SAYAJL HOUSEKEEPING SERVICES LIMITED AND SAYAIIL HOTELS {PUNE) LIMITED AND
SAYAJI HOTELS MANAGEMENT LIMITED AND THEIR RESPECTIVE SHAREHOLDERS AND
CREDITORS, AT ITS MEETING HELD ON 19% SEPTEMBER, 2018 AT 3,00 P.M. AT THE
ADMINISTRATIVE OFFICE OF THE COMPANY SITUATED AT H-1, SCREME NO. 54, VIJAY
NAGAR, INDORE ~ 452010 (M.P.)

MEMBERS:
1. T.WN. Unni
2. Abhay Chintaman Chaudbart
3. Sanjay Ahuja

1. Background:

1.1 A meeting of Audit Committee of the Company was held on 19.09.2018 to inter-alia, consider
and recommend the draft Composite Scheme of Arrangement and Amalgamation (‘the
Scheme’) between Sayaji Hotels Limited ('SHL’), Ahilya Hotels Limited (CAHL"), Sayaji
Housekeeping Services Limited (*SHKSL'), Sayaji Hotels (Pune) Limited (*SHPL"} and Sayali
Hetels Management Limited ('SHML‘) and their respective sharehotders and creditors
("Scheme”) under Section 230 to 232 read with Section 52 and 66 and other applicable
provistons of the Companies Act, 2013 which provides for, inter alia:

s Part B - Amalgamation of AHL into SHL and reduction and canceliation of share capital
of SHL;

« Part C - Transfer of Demerged Undértakings from SHL and its vesting in Resulting
Companies, reduction and cancellation of share capital of Resulting Companies and
matters Incldental thereto

+ Part D - Amalgamation of SHKSL into SHML

1.2 This report of Audit Committee i made In order to comply with the requirements of the
Securities and Exchange Board of India (“SEBI™) (Listing Obligation and Discigsure
Requirements) Regulations, 2015 and SEBI Circular No. CIR/CFD/DIL3/CIR/2017/21 dated
10% March 2017 ("SEBI Circular™),

1.3 The following documents were placed before the Audit Committee -
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2.1

2.2

2.3

2.4
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a)  Draft Scheme, duly initialed by the Chalrman for the purpose of identification;

b)  Vailuation Report dated 17.09.2018 issued by Thadani & Company, Chartered
Accountants, describing the methodology adopted by them arriving at the ratio for the
aforementioned amalgamation of AHL Into SHL

€)  Share Entitlzrment Report dated 12.09.2018 issued by Mahesh C. Solankl & Co.,
independent Chartered Accountants, describing the methodology adopted by them In
arriving &t the share entitlement ratio for the aforementioned amalgamation of SHKSL
into SHML and demergers: and

d) Fairmess opinion dated 19.05.2018 issued by Saffran Capital Advisors Private Limited,
SEBI Registered {Category I) Merchant Banker on the share entitiement ratig,

€}  Certificate of M/s K, L. Vyas & Ca., Charterad Accountants, statutory auditors of the
Company, confirming that the accounti ng treatment prescribed outlined in the Scheme
is in complisnce with the applicable Accounting Standards notified under the
Compantes Act, 2013 and other generally accepted accounting principles,

Salient features of the Scheme are as under:

The Scheme providas for amalgamation of Ahitya Hatels Limited into Sayaji Hotels Limited
in accordance with provisions of Section 230 to 232 read with Section 52 and 66 and other
applicabla pravisions of the Companies Act, 2013. The scheme also provides for canceliation
and reduction of shares held by AHL in SHL,

Further, the Scheme provides for demerger of Demerged Undertakings from Sayaji Hotels
Limited Into Resulting Companies in accordance with Section 230 to 232 read with Section
52, 55 and 66 and other applicable provisions of the Companies Act, 2013. The scheme also
provides for cancellation and reduction of shares held by SHL in Resulting Companies.

Amalgamation of Sayaji Housekeeping Services Limited into Sayaji Hotels Management
Limited In aceordance with the Provisions of Section 230 to 232 read with Section 52 and 66
and other applicable provisions of the Companies Act, 2013,

The Audit Committee reviewed the Valuatlon Report, Share Entitlement Report and noted
the recommendations made therein, Further, Fairness Oplnion confirmed that share
entitiement ratio in the valuation report is fair to the shareholders of the Company,

The Audit Coramittee noted the rationale and benefits of the Schermne which, inter-alia, are
as follows:
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The restructuring proposed pursuant to thig Scheme is expected, inter-alia, to resylt in the
following benefits:

fnanagement business of AHL viz. Transfergr Company 1,

This arrangement Is in consonance with the globa) corporate practices which intend and
seek to achieve flexibility and integration of size, scale and financial strength, in the
business carried on by SHL.

Further, SHL wili demerge Demerged Undertaking 1 (‘Baroda busmess’),Demerged
Undertaking 2 (*Pune business’) intg SHPL and Demerged Undertaking 3 f‘Housekeeplng
& Management business} into SHML.

Upon amalgamation and segregaticn of identified business undertakings, AHL, SHKSE,
SHL, SHPL and SHML shal? achieve blgher long-term financial returns, increased
tampeditive strength, cost reduction ang efficiencies, productivity gains, and logistical
advantages, thereby significantily contributing to future growth in thejr respective
business verticals, Apart from the various beneﬁts/advantages stated and itiystrated
above, the management of AHL, SHKSL, SHL, SHPL and SHML are of the opinion that
the following benefits shall also be enjoyed and realized by all the stakeholders:

- Streamilning businesses; Currently, SHY along its associate companles is engaged
in the business of owning, operating & managing hotels under multiple divisions,
housekeeping services etc. In order to streamline the businass both from aperating
and management perspediive, it is proposed to consolidate alike businesses into 3
single identified entity and segregate other businesses Into another iaentified entity
creating a niche dedicateg ang fecused business segment without any risk or overfap
of one business over the other. Demerger of Baroda business, Pune business to

Individual businesses and hence unleck value for shareholders of SHL ang provide
better flexibility in attracting different set of investors, strategic partners and
stakehaolders. These businesses carried on by SHL through jtselr has significant
potential for growth ang erofitabiity, The nature of fisk, challenges, comnpetition,

stalkeholders,

~ Respurces: The Schema will improve organizational Capabiiity arising from the
pooling of human capital that have diverse skills, talent, and vast experience, ang
facilitate mobility of humarn resources of Transferor Companies {defined hereinafter)
and the employees in the subsidiaries belonging to the Transferor Companies and
vice versa, greater integration and greater employees’ strength ang flexibillty for the
amalgamated entity, which would resuit in Maximizing overali shareholder value and
will improve the vompetitive position of ail the companies,
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Streamlining the housekeeping business carried on by SHKSL: The Scheme will
result in administrative and operational rationalization, organizational efficiencies,
and in economies of scale, reduction In overheads and other expenses and optiraum
utitization of resources, which will g0 a long way in strengthening the business mode|
that wouid be competitive and cogent.

Focused management: Pursuant to the Scheme, similar businesses wilf vest together
thereby providing focused management and propel the growth of each business.
Efficdency in fund ralsing and de-risking businesses: With caensolidation of iike
businesses, the companies ¢can leverage on the combined strength of the businesses
and raise funds efficiently as wall as de-risk other businesses that are segregated.

The proposed corporate restructuring mechanism by way of a Compesite Scheme of
Amaigemation and Arrangement under the provislans of the Act is beneficlal,
advantageous and not prejudiclal to the interests of the shareholders, creditors, general
public at larger and othar stakeholders of all the cOMpanies involved.

The Scheme aiso provides for various matters conseguential or otherwise integraily

connected herewith.

26 The proposed restructuring is in the intarest of the shareholders, creditors, employees and
other stakeholders in each of the cempanies.

3. Recommendation of the Audit Committea:

Taking inta consideration the draft Scheme and its rationale and benefits, Valuation Report,
Fairness Opinlon and other documents, as placed, the Audit Committea recommends the
draft Scheme to the Board of Directors of the Company for its favorable consideration and
approval.

By order of Audlt Committae
For and on behalf of Sayaji Hotels Limited

—=

Mr. T. N,

Chairman, Augit Committee
Date ~ 19,09,2018
Place ~ Indore
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CERTIFIED TRUE COPY OF RESOLUTION PASSED BY THE AUDIT COMMITTEE OF THE
COMPANY AT THEIR MEETING NO. 03/2018-19 HELD ON WEDNESDAY, SEPTEMBER 19,
2018, AT THE ADMINISTRATIVE OFFICE OF THE COMPANY SITUATED AT H-1, SCHEMFE.
NO. 54, VIJAY NAGAR, INDORE, COMMENCED AT 3:00 PM AND CONCLUDED AT 2:30 PM

The Chairman placed before the Committee a Draft Composite Scheme of Amalgamation and Arrangement
(‘the Scheme’) between Sayaji Hotels Limited (“SHL” or “the Company®), Ahilya Hotels Limited
("AHL"), Sayaji Housekeeping Services Limited (“SHKSL"), Sayaji Hotels (Pune) Limited (“SHPL") and
Sayaji Hotels Management Limited (“SHML”) and their respective shareholders and creditors.

The Committee Members studied the Scheme in detail including the rationale behind and benefits arising
out of the Scheme and considered that the Scheme involves amalgamation of AHL into SHL and reduction
and cancellation of share capital of SHL, transfer of Demerged Undertakings (as defined in the Scheme)
from SHL and its vesting in Resulting Companies (as defined in the Scheme) and reduction and cancellation
of share capital of Resulting Companies and matters incidental thereto and amalgamation of SHKSL into
SHML post above mentioned demerger. '

The Chairman further placed the copy of following:

Valuation Report dated 17.09.2018 issued by Thadani & Company, Chartered Accountants, descri bing the
methodology adopted by them in arriving at the ratio for the amalgamation of AHL into SHL.

Share Entitlement Report dated 12.09.2018 issued by Mahesh C. Solanki & Co., Independent Chartered
Accountants, describing the methodology adopted by them in arriving at the share entitlement ratio for the
aforementioned amalgamation of SHKSL into SHL and demergers.

Further, a copy of Faimess Opinion provided by Saffron Capital Advisors Private Limited, a SEBI
Registered Category — I Merchant Banker specifying their opinion as fair and reasonable on the Scheme.

The Chairman was also placed the Certificate of K. L. Vvas & Co., Chartered Accountants, statutory
auditors of the Company, confirming that the accounting treatment prescribed outlined in the Scheme is in
compliance with the applicable Accounting Standards notified under the Companies Act, 2013 and other
generally aceepted accounting principles.

After discussion, the Committee passed the following resolution -

“RESOLVED THAT the recommendation be and is hereby accorded to the Board of Directors of the
Company for the proposed amalgamations and demergers in terms of the Scheme, as placed before the
Committee, in accordance with the provisions of Sections 230 to 232 read with Section 52 and 66 and other
applicable provisions, if any, of the Companies Act, 2013 as applicable.”

“RESOLVED FURTHER THAT the Scheme with effect from 01.04.2019 (i.e. Appointed Date) be and
is hereby recommended to the Board of Direct proval with suitable modifications and amendments

as the Board of Directors may deem fit.”
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“RESOLVED FURTHER THAT the approval of the Committee be and is hereby accorded for obtaining
necessary certificates from the statutory auditors, if any required in this regards, for submission to SEBI,
Stock Exchanges or any other appropriate authorities for the purpose of obtaining their approval and giving
effect to the Scheme.”

// Certified True Copy //

For THE AUDIT COMMITTEE OF SAYAJI HOTELS LIMITED

o™

DIRECTOR AND CHAIRMAN
DIN-00079237




