
Report of the Audit Committee of Gokak Textiles Limited (lithe Company"),on the Draft 
Scheme of Arrangement (lithe Scheme") between Suryoday One Energy Private 
Limited("Suryoday") and Gokak Textiles Limited ("Gokak") and their respective 
shareholders and creditors under section 230 to 232 and other applicable provisions of 
the Companies Act, 2013 

Members Present:
 
Mr. D. G. Prasad, Independent Director & Chairman of the Audit Committee
 
Mr. Pradip N. Kapadia, Independent Director & Member
 
Mr. Ramesh R. PatH, Non-Independent, Executive Director
 

In Attendance:
 
Rakesh M. Nanwani, Company Secretary & Compliance Officer
 

By Invitation:
 
Mr. Nikhil Bhatia, Independent Director
 
Mr. Vinod Bhandawat, Non-Independent Non-Executive Director
 
Ms. TriptiNavani, Non-Independent Non-Executive Director
 
Mr. Vipan Kumar Sharma, Chief Financial Officer
 
Mr. Binoy Parikh, Katalyst Advisors Private Limited
 
Mr. Mihir Mehta, Katalyst Advisors Private Limited
 

1.	 The Audit Committee of Gokak Textiles Limited (GTL) at its meeting held on November 12, 
2021 considered the Draft Scheme of Arrangement (lIScheme") prepared inconformitywith the 
provisions of Section 232 read with Section 230and other applicable provisions of the 
Companies Act, 2013 and the rules and regulationsmade thereunder between Suryoday One 
Energy Private Limited ("Suryoday" or "TransferorCompany" for Part D of the Scheme) and 
Gokak Textiles Limited ("Gokak" or "TransfereeCompany" for Part D of the Scheme) and 
recommend the said Draft Scheme to the Board ofDirectorsof GTL for its approval.Gokak 
Textiles Limited is a subsidiary of ShapoorjiPallonji and Company Private Limited. Suryoday 
One Energy Private Limited is a step-down subsidiary of Shapoorji Pallonji and Company 
Private Limited. 

2.	 The Equity shares of the Company are listed on BSE Limited ("BSE"). The Company will be 
filingthe Scheme along with the necessary information / documents with the BSE under 
Regulation3? of the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015. 

3.	 The Report of the Audit Committee,is made conforming to the requirements in the SEBI's 
Master Circular -SEBIIHO/CFD/DIL1/CIR/PI20201249 dated December 22, 2020 ("SEBI 
Circular") (issued by the Securities and Exchange Board of India ("SEBI") (including any 
amendment(s) ormodifications(s) thereto) after considering the following documents:­

A.	 The Draft Scheme of Arrangement; 

B.	 Valuation Report dated November 12, 2021 of BDO Valuation Advisory LLP, (IBBI Regn. 
No.: IBBI/RV-E/02l2019/103), a Firm of Registered Valuers on valuation of assets/shares 
for the listed entity and unlisted entity and its recommendation of the share exchange 
ratio ('Share Exchange Ratio Report'); 



C.	 Fairness Opinion Report ('Fairness Opinion')dated November 12, 2021 issued by Fedex 
Securities Private Limited, a SEBI Registered Merchant Banker (SEBI REG NO: 
INM000010163) providing the Fairness Opinion on the ValuationReport of BOO Valuation 
Advisory LLP, a Firm ofRegistered Valuerson the valuation of assets and shares of the 
Transferor and Transferee Companies and the Fair Share Swap ratio recommended. 

D.	 Shareholding pattern of Suryoday One Energy Private Limited; 

E.	 Audited financial statements of Suryoday and Gokak Le. the Company, for the last 3 
yearsLe 2018-2019, 2019-2020 & 2020-2021. 

F.	 Certificate dated November 12, 2021 issued byBatliboi&Purohit, Chartered Accountants, 
Statutory Auditors confirming that the proposed accounting treatments contained in 
Clause 7 and Clause 13 of the Draft Composite Scheme of Arrangement is inconformity 
with the Indian Accounting Standards prescribed under section 133 of the Act. 

G.	 Report of the Committee of Independent Directors of GTL recommending the DraftScheme 
to the Board of Directors of GTL for approval after due consideration to the effect that 
the schemeinteraliais not detrimental to theshareholders of the listed entity. 

4.	 The Scheme inter-alia provides for the following: 

Part C of the Scheme: Reduction of Share Capital and Reorganisation of reserves of Gokak 
Textiles Limited; 

Part 0 of the Scheme: Upon Part C of the Scheme being given effect to, Amalgamation of 
(byway of absorption) Suryoday One Energy Private Limited with and into Gokak Textiles 
Limited; 

5.	 The Audit Committee has perused the provisions in the Scheme and has noted as under: 

A. Need for the Scheme 

This Scheme, if approved, will enable the Company to explore opportunities of rais'ingfunds 
from capital markets / banks and financial institutions to undertake its existingbusiness 
activities. Additionally, the merger of Suryoday One Energy Private Limited with the Company 
willenable the company to venture into renewable energy business and thus allow 
theCompany to explore better avenues for expansion in future.Thus, the proposed Scheme is 
aimed at ensuring a simplified Group structure by reducingthe number of legal entities and 
also creating new business opportunities for theCompany. 
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B. Rationale for the Scheme 

a. Part C of the proposed Scheme: 

LThe Scheme if approved, will enable the Transferee Company, Le. Gokak TextilesLimited to 
consolidate the ownership of the power business and also provide reliablesource of power for 
its textile division; 

ii. The Scheme does not involve any financial outlay I outgo and therefore, would not 
affectthe ability or liqUidity of Gokak Textiles Limited to meet its obligations I commitments 
inthe normal course of business. Further, this Scheme would also not in any way 
adverselyaffect the ordinary operations of the Company. 

b. Part D of the proposed Scheme: 

i. Enabling the Transferee Company, i.e. Gokak Textiles Limited to further consolidate 
itsrenewable energy business by adding Solar Power bus'iness to existing Hydro Powerbusiness 
of its Subsidiary Company; 
ii. Provide reliable source of power to its textile business; 
iii. The Transferee Company can explore better avenues for energy business for 
furtherexpansion in future. 

C. Synergies of the businesses of the entities 

Amalgamation of Suryoday One Energy Private Limited with Gokak Textiles Limited willenable
 
the Company to explore better avenues for expansion in future, and also providereliable
 
source of power to its textile business. Further, reduction in number of legalentities will
 
assist in reducing overheads and other administrative costs at a Group level.
 
Thus, the Scheme is expected to provide both operational and strategic benefit from along­

term shareholder value creation perspective.
 

D. Impact of the Scheme on shareholders 

The Scheme does notentail any financial outgo for the Company and hence it should notaffect
 
the financial position of the Company.
 
Further, the share exchange ratio as submitted by BDO Valuation Advisory LLP,lndependent
 
Chartered Accountants in Part D of the Scheme, is fair to the shareholders asrecommended in
 
the Fairness Opinion.
 

Since redeemable preference shares would be issued as a part of consideration for themerger,
 
it will not have any effect on the voting rights of the minority shareholders.
 
Considering the above, economic interest of all shareholders of the Company wouldcontinue
 
to remain the same, and there would be no adverse impact on the shareholders,post
 
implementation of the Scheme.
 



E. Cost Benefit Analysis of the Scheme 

All the costs, charges, taxes,includ'ing consultant's fees, lawyer's fees and all otherexpenses 
if any, arising out of or incurred in implementing the said scheme and mattersincidental 
thereto shall be borne by Gokak and Suryoday in the ratio of 50:50Costs incurred toward the 
implementation of the Scheme foreshadows the long-runbenefit that can be derived by 
achieving strategic and operational synergies envisagedunder the Scheme. 

Further, there will be business benefits arising to the Company, as explained in the 
aboveparagraphs, which cannot be quantified. 

6.	 Consideration 1 Share Exchange Ratio 

For Part C of the Scheme: 

Upon Scheme becoming effective, Gokak Textiles Limited shall, in lieu of cancellation 
ofpreference shares and write-back of borrowings, issue 23,58,10,000 (Twenty-Three Crores 
Fifty-Eight Lakhs and Ten Thousand Only) 7% Cumulative Perpetual Debentures offace value of 
INR 10 each to Shapoorji Pallonji and Company Private Limited, as provided in Clause 6.1 of 
the Scheme. 

For Part 0 of the Scheme: 

In respect of share exchange ratio, the Audit Committee noted, deliberated and 
confirmedthat the report on recommendation of fair equity share entitlement ratio as 
recommended forPart D of the Scheme, in the report on recommendation of fair equity share 
entitlement ratiois fair to the shareholders. Upon scheme becoming effective, shares would 
be issued as under: 

1216 fully paid-up 11% Redeemable Non-Convertible Cumulative Non-Participating 
PreferenceShares of INR 101- each of Transferee Company for every 1000 equity shares held 
in TransferorCompany, in proportion to their shareholding in the Transferor Company. 

7.	 The proposed Appointed Date for the Scheme is 1st April, 2021. 

8.	 "Effective Date" means the date on which last of the conditionalities specified in Clause 25 
ofthe Scheme is fUlfilled. Any reference in this Scheme to the date "upon the Scheme 
becomingeffective" or "effectiveness of the Scheme" or "upon coming into effect of this 
Scheme" or"upon the Scheme coming into effect" shall mean the Effective Date, as defined 
in clause 25 ofthe Scheme 

9.	 The Scheme would be subject to the sanction and approval of the National Company 
LawTribunal, the SEBI, the BSE, Shareholders and other appropriate authorities; 

10. The Scheme is conditional upon approval by the public shareholders through e-voting in 
termsof Part - I (A)(10)(a) of SEBI Master circular No. SEBI/HO/CFDI DIL1ICIR/P/2020 1249 
datedDecember 22, 2020, and the Scheme shall be acted upon only if vote cast by the 
publicshareholders in favour of the proposal are more than the number of votes cast by the 
publicsharehol.ders against it. 



11. Recommendation of the Committee 

Inthe light of what is stated in the foregoing paragraphs, the Audit Committee after due 
deliberations and due consideration ofall the terms of the Draft Scheme, Report on 
recommendation of fair equity share entitlementratio, Fairness Opinion and the specific 
points mentioned above, recommends the DraftScheme for approval of the Board of Directors 
of the Company. 

For the Audit Committee of Gokak Textiles limited 

D. sad
 
Chairman of the Audit Committee
 
Date: November 12, 2021
 
Place: Mumbai
 


