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1. Brickgrownil

L1 The Proposal 1o approve & Drafl Scheme of Amalgamation end Arrangemest beyween Dhanuka
L aboratories Lid (- Amalgamating Company”) snd Orehid Pharma Lid (' Amalgamated Company ')
and Useir respective shacehobders (‘the Scheme') was ptaced before and vonsidered by members of
the Awdit Commitiee at it meeting held on 16" December 2021 through phyvsical mode at Global
Gateway Towers, MG Road, Near Guru Dronacharys Metro Station, Gurugram-122002

1.2 As per provisioss of section [T} of Companies Act, 2013, Amalgamating Company is required
o establish an audit commiites, '

1.3 Phe Report of the Audin Commitee is made 1o comply with the requirements of section P77 of
Companics Act 2013 after considering following’

i Dhralt Scl af Asmatamation and Arrangement; ’ .
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i, Vahton Report issued by Mr. Parng Ved (Parner Mis. ggpa & Co., Chartersd
Accountants) dated December 16, 2021 being Registersd yalugr appoined for the
PUIPOSES of this Sehome (Registration No. IBBURV-FA62018 102y,

Wi Fairness Opinion Report dated December 16,2021 issued by Forteess Capitel Management
Qervices P Lud, Caeuory-1 SEBE Regisieeed  Merchant Darker  (Reg, Mo
[NAMODOEE | 146) providmg taimess apinion on the share gxchange ratio repommended in
the valuation repait prepared by Mr. Parag Ved (Regn Mo REIRY -F06201 80092}
{ Partner Mis, S5PA & o, Chartered Avccountantsy and

W Certificate dated December 14, 2021 ubained from  the  Stabulery Auditors of
Ammabgamated Company L, Mis, ONGSN & Associetes LLP, Chartered  Acconnlanis
{Firm's Registration Mo D049 1 S8/S200036) 1o the effect that the Scheme is in compliance
with applicalie Accounting spandaeds specitied by the Centrl Gavernment in Section 133
of the Compantes Act, 2013 in pursugnes of the SEBI Master Cireular,

Proposed Scheme

The Scheme, iner-alia, provides the following:

i, Amalgamation of Dianuka Laboratories Lid with Crehid Pharma Ld; and
i Murious othey maters consequentinl or otherwise integrally connected ferewith

Considerntion’ Share Fxehunge Ratio

Llpon the Seheme hecoming effective. all the equity shares held by the Company S
pamminees in Amalgamared Company shatl stand cancelied and extiguished a5 on Appainted
Date and fresh shares of Amalgamated Company: shall be issued t© sharcholders of the
Amalgamating Company ns per the share exchange ratio report jsaued by the registered valuer,

l11 terms of the Scheme and based on Yaluation Repor igsued by issued by M Parag Ved
(Partner SSPA & Co, Chartered Accountants} dated Degenber 16, 2021, Repistered Vabuer
with Registration Na, [BRIRV-EO6/200 810092 und Fairtess Opinion provided by Fortress
L apitil Management Servises vt Lad, Category-1 SERI Registered Merchant Bankes {Rep No
NMOOGO 1146, fallowing wanld be the share exchange ratio for sharcholders of
Amalgamating Company: '

63 finlly praied wp. eguliy shares of fave value af INR | - (lredian Hupees Tend af Amalgamated
Conripreny to e s and allotred 1o shargholders af Amalganting Conpany against 2 fully peaid
aegr ity shre of face valie af INR JO- ¢hnlion Bupees Hunicredy cactt held in Amalgamating
Copnpany. ™

Appointed date for the Stheme is the Effective Dute {as defined in the proposed scheme)

The “Eifective Datg’ tor the Scheme means the day on which Tast of the conditions speeified in
Clause 5,17 of the Scheme are-complied with,

The Scheme would be subjest o the sanetion or approval of the National Company Law Tribunal,
Chennat, SERL, Stock Exchitnges, slarehilders, Creditors and other Appropriate Autharities (s
defined in the Scheme). ‘
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Purpose aind Rationale of Scheme

The proposed amalgemation of Amelgamating Company with the Amalgamated Company is in the
imerest of sharehotders and croditors on acceont af Folbowing reasdns;

The proposed amalgamation 15 in aecordance with resolution plan dated May 16, 2019 which, intet
alia, provides as under -

“The Resolution Applicant plans 1o merge it the Corparate Debtor after the aequisition, which
will result in creation of mucl larger company whiich will have o gxﬂéwﬁn! to reaett o saley irmnover
of up tix Ry, 14Q0-1 300 crores ¥ ith EBITDA of Rs. 200 to Rs. 250 crores, thereby creatling a high
vadue compaity i the titare

Amalgemating Company and Aumalgamated Company are engaged o the similer business, The
amulpamation will ensure tocused management in the combined cntity thereby resu lting in
eificieney of management and maximizing value for the shureholders.

The proposed amplgamation in accordance with the wrms of this Scheme would cnable both the
companies to realize benelits of preater synergies between their husinesses, schieve wider product
offerings and geographical [eotprings, consolideting operatiens therehy Jeveraging the capabiiity of
Amutgumated Company. yiekd enelicial resuits and pool Fnsncial resouTces 8% well s managesial,
Lsehntcal. distribution and marketing resources (including sirenger market oresence) of euch other
i1 the interest of maximizing value to their shareholders end the stakeholders.

This enhanced value maximization shall result in a steonger balance sheet which will attract
investors, '

Lfmination of confiict of interest hetween both Amalgamating Comtpany and Amalgamated
Company as both are underteking similar business,

Ersaring o streamlined group struetune by reducing the aumber of legal entities in the group
structure. and shereby eliminating inter-company transsctions, admintstrative duplications and
conseauently reducing e adimyinisteative costs of maintaining sepavale CUMpPILnies,

Tive amalgamation would result in impraved competitive position of the Amalgamated Company as
o combined entity and sehieving cconomies of scale

Synergies

fhe Companies e engaged o she similar husiness ol menulkcturing  and distributing
pharmacestical producss, The amglesmation will ensure creation of a combined entity under the
Amalgamated Company, & the hoiding entity of the cluster, thereby resulting in on-time supphies,
efficiency of management #nd maximizing value fos the sharcholders. Fuﬁhﬁ,g,-ﬂuch restructunng

will tead to simphification of group steucture by eliminasing multiple _ﬁ@mp’ml&g’in similar business;

Ihe Companies believe that the {inancial, managerial -ard technicnl resources, personsel,
capabilities, skills, eapertise and technologies of cach of the Companies pocled in the Analgariated
Company, will lead 10 optimutn use of iNfFEsEueie, cost reduction and efficiencies, productivity
painis and ogistic advaniages and redugtion of administrative. ard operational costs, therehy
significantly comributing 1o the future arowth and maximising shareholder vikue;

s
h&w S



The pmpmed.;gmn]gmmticxn e the Scheme would be in the hest ingerest of the companies and
their respedlive shareholders, gmployess, creditors, customers and other stakeholders as 1he

4

praposed _gmﬁt_ggma[i;}'n will yield advantages as seLoul, niter alin, below:

(i3 reatising heredit of grester sylergies between eir businesses, yield peneficial results and
oool financial resouroes as well as manngerial, weckrical, digtribution 4 el arkeling resournces
of ench other in the interest of maximizing vilue 10 their sharcholders and the ather

stukehnlders: .
(iiy ;mwgm value chisin 10 enhance depree of verlical lnwgrmi@in in the pﬂmrmwﬁml‘m& prducts
segment;

iy greater efliiency by oashoand detr management and unfetpred aooess w cash flow generdted
Iy the combined business, which «an be deployed nrare efficiently, 1o aximize shaneholders
value and beter debl managemern |
{iv)  pooling o reseurces, creating better synergics, pptimal ugilisation of pesources, centratization
of inventory and greater econamics of scale, such as:

. Eifimination of cantlies of imterest;

b Cantbining of product GNEE:

o Combined smxn,*':ng-_aﬂ’jﬂaﬁ saterials and pther procuremenis with cemralized inventory
management will Jead 1o hewer eeomomies ol seale, ncrepsed synergies i pparational
eftciencies;

d. sharing of best practices and cross-functional leamings)

Jeverage of resturees for aggressive grawwih in ity product segment;

[ augmenlitg the infrastructural capabibity of fhe Amalgamated Company i@ effectively
meet futare challenpesi

o Utitizepan bnd i and é&‘ﬁiﬁuﬁ&’:-di‘s;_t'rfibmii:m%nd—n markering network of the oitribined entity
v sedl s vatuesasdded &h}dm:ts;

o Clubhing of shipmens arid combining ol stockyards will facilitate optimization of
logistics mavemens and freight costs.

vy The customers' need would be addressed
a. By peoviding them uniform products and SErvice expericee;
b, owing dedicated stock yardsand supply chigin eicheneies Jeross wutltiple locations, in
o nding '

{wi) shnpﬁt‘lcas.‘ig.‘m Gl Manngement SEuCIure, elimination of duplication and mltiphiciy of
eospliance requirements, pationelization of administrative expenses; better administration and
it peduction Uineluding reduction in administrative and atser commen costs);

(vily Turther éxpanding the buginess of Amal gamated Company into growing markets;

(viii} adoption of improved safety, gnvirosment and sustaipability practices awing to i contralized

commities al ;:omhimfd leved m;pgpwi&e fooused approach tawards safiety, environment ard
sustplnubitity practices restiting in ovetall improvement; e

(i) ereute varlue for the sinkehalders including the rospective shareholders, customers, fenders and
employees.
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impuact of the Soheme on the shareholiers pf the Company on Amalgamation with
Amalgamated Company

Company is the pitrent COM PNy of the Amal pamated Company e Amaigamating Company QWS
80 96% in Amalgamated Company . : :

It is proposed (0 amalgamae Amalgamating Company into the Amatgamated Company which shall
pesull v issuance of syuity shares 10 shareholdess of Amalgamiting Company 85 per the Share
Exchange Ratio proposed. ‘

The scheme has been drafted keeping in mind the ;afrhwismns*o"t‘-secﬁtm 2(18) of Ingome-tax Aut,
1961 and theretore there i wiay ROt DEvE amy gdvisrse WX mplications.

Further, the Fairness Opimon cantirmed that the share exchange ratio in the valuation report is fir
io the Amalgamated Company, Amalgamating Company and their respective shareholders.
Fherefore, The said Scherme s not detrimental 1o e shareholders of the Company.

Cost benefit anatysis of the Seheme

Foeeping m view ol aynergies and the cost bevelits expected (reter clause 3 and 4 above) the Audit
Cometittee 15 of the view Tt post angigananotl, the Company would be able 10 achieve synergics of
pusiness, Cost reduetion, increass efficiencies, productivity gains and lagisteal advantages, theneby
continuing o e growth and ennancenent of sharcholder value:

Recommendations of the Aundit Commitiee

The Audit Committee after due deliberations and due cohﬁg'ide;aliqf:r1 afall the terms ol the deaft Scheme,
Vatuution reparl, Faimmess Opinion Reporl and the sﬁe_@:iﬁc points mentione above, recommends 1he
Drpft Scheme for favourable consideration by the Board of Directors of the Company, the stock
exchanges i.e. BSE Lissited and National Siock Exchange of India Limited gnd Seeusitics Exchange
Buaed of Indiaand any ather statutory OF reguiatory body.

By the order of the Audit Committed
fFor und on behait ol D hvsunvii ks Lahorateries Limited

b@d&m@.ﬁmﬂu .

Kunj Sonthalia
Chairman of the Audit Committee
DN N7 50382

Date: 16™ December 2021
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i, Draft Schieme of Amalgamation and Arrangement;
ii.  Valuation Report issued by Mr. Parag Ved (Partner M/s. SSPA & Co., Chartered
Accountants} dated December 16, 2021 being Registered valuer appoinied for the
purposes of this Scheme (Registration No. IBBI/R V-E/06/2018/1 0052);
iii.  Fairness Opinion Report dated December 16, 2021 issued by Fortress Capital
Management Services Pvi Ltd, Category-I SEBI Registered Merchant Banker (Reg
No INMO0O0011146) providing fairness opinion on the share exchange ratio
recommended in the valuation report prepared by Mr. Parag Ved (Regn. No IBBI/RV-
E/06/2018/10092) (Partner, M/s.SSPA & Co., Chartered Accountants); and
iv.  Certificate dated December14,2021 obtained from the Statutory Auditors of
Amalgamated Company i.e. M/s. CNGSN & Associates LLP, Chartered Accountants
(Firm's Registration No, 0049158/ 8200036) to the effect that the Scheme is in
compliance with applicable Accounting Standards specified by the Central
Government in Section 133 of the Companies Act, 2013 in pursuance of the SERJ
Master Circular.

2. Proposed Scheme

2.1 The Scheme, inter-alia, provides the following:
1. Amalgamation of Dhanuka Laboratories Ltd with Orchid Pharma Lid; and
ji. Various other matters consequential or otherwise integrally connected herewith

2.2 Consideration/ Share Exchange Ratio

Upon the Scheme becoming effective, all the equity shares held by the Amalgamating
Company and its nominees in Amalgamated Company shall stand cancelled and
extinguished as on Appointed Date and fresh shares of Amalgamated Company shall be
issued to sharehoiders of the Amalgamating Company as per the share exchange ratio
report issued by the Registered valuer.

In terms of the Scheme and based on Valuation Report issued by issued by Mr, Parag Ved
(Partner, M/s.SSPA & Co., Chartered Accountants) dated December 16,2021, Registered
Valuer with Registration No. IBB/RV-E/06/2018/10092 and Fairness Opinion provided
by Fortress Capital Management Services Pyt Litd, Category-I SEBI Registered Merchant
Banker (Reg No INMO000011146), following would be the share exchange ratio for
shareholders of Amalgamating Company:

“63 fully paid up equity shares of Jace value of INR 10/~ (Indian Rupees Ten) of
Amalgamated Company to be issued and allotted to sharelolders of Amalgamating Company
against 2 fully paid up equity share of face value of INR 100/~ (Indian Rupees Hundred)
each held in Amalgamating Company.”

§ 2.3 Appointed date for the Scheme is the Effective Date (as defined in the proposed scheme).
’ 24  The “Effective Date’ for the Scheme means the day on which last of the conditions specified in
Clause 5.11 of the Scheme are complied with.

Tel: (21}~ 442821 1000 | Fox: [21) - 44 - 2827 1002 | Emoil:-cmpcmié@mchidpiwrma,'c':*am | Ueh: vewweorchidphormercom
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3. Purpose and Rationale of Scheme

The proposed amalgamation of Amalgamating Company with the Amalgamated Company is in
the interest of shareholders and creditors on account of followin £ reasons:

3.1 The proposed amalgamation is in accordance with resolution plan dated May 16, 2019 which,
inter alia, provides as under ~
“The Resolution Applicant plans to merge into the Corporate Debtor afier the acquisition, which
will result in creation of much larger company which will have a potenticl 1o reach a sales
turnover of up to Rs. 1400-1500 croves with EBITDA of Rs. 200 to Rs. 250 crores, thereby
creating a high value company in the future.

3.2 Amalgamating Company and Amalgamated Company are engaged in the similar business. The
amalgamation will ensure focused management in the combined entity thereby resulting in
efficiency of management and maximizing value for the sharcholders,

3.3 The proposed amalgamation in accordance with the terms of this Scheme would enable both the
companies to realize benefits of greater synergies between their businesses, achieve wider
product offerings and geographical footprints, consolidating operations thereby leveraging the
capability of Amalgamated Company, yield beneficial results and pool financial resources as
well as managerial, technical, distribution and marketing resources (including stronger market
presence) of each other in the interest of maximizing value to their shareholders and the

‘ stakeholders.

3.4 This enhanced value maximization shall result in a stronger balance sheet which will attract’
investors,

3.5 Elimination of conflict of interest between both Amalgamating Company and Amalgamated
Company as both are undertaking similar business.

3.6 Ensuring a streamlined group structure by reducing the number of legal entities in the group

- structure, and thereby eliminating inter-company transactions, administrative duplications and
consequently reducing the administrative costs of maintaining separate companies.

3.7 The amalgamation would result in improved competitive position of the Amalgamated Company
as a combined entity and achieving economies of scale.

4, Synergies

4.1.  The Companies are engaged in the similar business of manufacturing and distributing
pharmaceutical products. The amalgamation will ensure creation of a combined entity under the
Amalgamated Company, as the holding entity of the cluster, thereby resulting in on-time
supplies, efficiency of management and maximizing value for the shareholders. Further, such
restructuring will lead to simplification of group structure by-eliminating multiple companies in
stmilar business; ’

The Companies believe tiat the financial, managerial and technical resources, personnel,
capabilities, skills, expertise and technologies of each of the Companies pooled in the
Amalgamated Company, will lead o optimum use of infrastructure, cost reduction and
efficiencies, productivity gains and logistic advantages and reduction of administrative and
2\ operational costs, thereby significantly contributing to the future growth and maximising
sharcholder value;

T 9T 44- 2621 1000 | Fow: [91] . 44 - 2697 1003 | Email: corporato@orchidpharme.com | Url: v orchidpharmmeon
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4.3.  The proposed amalgamation under the Scheme would be in the best interest of the companies
and their respective sharcholders, employees, creditors, customers and other stakeholders as the
proposed amalgamation will yield advantages as set out, inter alia, below:

(i) realising benefits of greater synergies between their businesses, yield beneficial results
and pool financial resources as well as managerial, fechnical, distribution and marketing
resources of cach other in the interest of maximizing value to their shareholders and the
other stakeholders;

(i) integrated value chain to enhance degree of vertical integration in the pharmaceutical
products segment;

(iif) greater efficiency in cash and debt management and unfettered access to cash flow
generated by the combined business, which can be deployed more efficiently, to maximize
shareholders value and better debt management;

{(iv) Enhanced value maximization shall result in a stronger balance sheet which will attract
investors;

) pooling of resources, creating better synergies, optimal utilisation of resources,
centralization of inventory and greater economies of scale, such as:

a. Elimination of conflict of interest;

b. Combining of product range;

c. Combined sourcing of raw materials and other procurements with centralized
inventory management will lead to better economies of scale, increased synergies and
operational efficiencies;
sharing of best practices and cross-functional learnings;
leverage of resources for aggressive growth in its product segment;

f.  augmenting the infrastructural capability of the Amalgamated Company to effectively

meet future challenges;,

g. Utilize pan India and overseas distribution and marketing network of the combined

entity to sell its value-added products:

h. Clubbing of shipments and combining of stockyards will facilitate optimization of

logistics movements and freight costs.
(vi}  The customers' need would be addressed
a. By providing them uniform products and service experience;
b. owing to dedicated stock yards and supply chain efficiencies across multiple
locations, in India; B . :
(vii)y  simplification of management stricture, elimination of duplication and multiplicity of
compliance requirements, rationalization of administrative expenses; better administration
and cost reduction (including reduction in administrative and other common costs);
further expanding the business of Amalgamated Company into growing markets;
adoption of improved safety, environment and sustainability practices owing to a
centralized committee at combined level to provide focused approach towards safety,
environment and sustainability practices resulting in overall improvement;
create value foF the stakehdtders including the respective sharcholders, customers, lenders
and employees;

@
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(xi} The amalgamation will pave way for creation of 2 stronger platform for growth, ability to
provide more innovalive products, increased cross sell opportunities and greater financial
flexibility for sustained growth;

(x11) With a stronger agset base, the amalgamation could provide potential re-rating of the credit
worthiness of the Company that would benefit all the sharcholders.

%
f

5. Impact of the Scheme on the sharcholders of the Company on Amalgamation of
Amalgamating Company

5.1 Amalgamating Company is the parent company of the Amalgamated Company (i.e.
Amalgamating Company owns 89.96% in Amalgamated Company).

5.2 It is proposed to amalgamate Amalgamating Company into the Amalgamated Company which
shall result in issuance of equity shares to shareholders of Amalgamating Company as per the
share exchange ratio proposed.

5.3 The scheme has been drafted keeping in mind the provisions of section 2(1B) of Income-tax
Act, 1961 and therefore there it may not have any adverse tax implications.

54 The financial capability of the Company shall be strengthened on amalgamation of
Amalgamating Company.

5.5 Further, the Fairness Opinion confirmed that the share exchange ratio in the valuation report is
fair to the Amalgamated Company, Amalgamating Company and their respective shareholders.

5.6 Therefore, the said Scheme is not detrimental to the shareholders of the Company.

6. Cost benefit analysis of the Scheme

Keeping in view of synergies and the cost benefits expected (refer clause 3 and 4 above) the Audit
Comunittee is of the view that post amalgamation, the Company would be able to achieve synergies
of business, cost reduction, increase efficiencies, productivity gains and logistical advantages,
thereby continuing to future growth and enhancement of shareholder value.

7. Recommendations of the Audit Committee

The Audit Committee after due deliberations and due consideration of all the terms of the draft
Scheme, Valuation report, Fairness Opinion Report and the specific points mentioned above,
recommends the Draft Scheme for favorable consideration by the Board of Directors of the
Company, BSE Limited, NSE Limited and Securities and Exchange Board of India and any other
statutory or regulatory bady}

tittee

By Order of the Audit Co
3 a Limited
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