REPORT OF THE AUDIT & RISK MANAGEMENT COMMITTEE (“AUDIT
COMMITTEE”) OF PIRAMAL ENTERPRISES LIMITED RECOMMENDING THE
DRAFT COMPOSITE SCHEME OF ARRANGEMENT BETWEEN PIRAMAL
ENTERPRISES LIMITED. PIRAMAL PHARMA LIMITED. CONVERGENCE
CHEMICALS PRIVATE LIMITED, HEMMO PHARMACEUTICALS PRIVATE
LIMITED, PHL FININVEST PRIVATE LIMITED AND THEIR RESPECTIVE
SHAREHOLDERS AND CREDITORS

MEMBERS PRESENT:
I, Mr N. Vaghul : Chairman of the Audit Committee
2. Mr. Rajesh Laddha : Member
3 My Suhail Nathani  © Member

ALSO PRESENT:

Lo Mr Vivek Valsarap  © Chiet Financial Officer
2. Mr Bipin Singh : Company Secretary

I BACKGROUND

1.1 A meeting of the Audit Committee was held on October 7, 2021 to consider and, if

thought It. recommend the proposed composite scheme of arrangement ("Scheme™)
between Piramal Enterprises Limited ("PEL™ or “Company”™ or "Demerged Company”
or “"Amalgamated FS Company’). Piramal Pharma Limited ("PPL” or "Resulting
Company’ or "Amalgamated Pharma Company ). Convergence Chemicals Private
Limited ("CCPL"™ or "Amalgamating Pharma Company 17). Hemmo Pharmaceuticals
Private Limited ("HPPL” or “"Amalgamating Pharma Company 27). PHL Fininvest
Private Limited ("PFPL™ or “Amalgamating FS Company™) and their respeciive
shareholders and creditors pursuant to the provisions of Sections 230 to 232 and other
applicable provisions of the Companies Act. 2013 ("Act”) and Sections 2(19AA) and
2(1B) of the Income-tax Act. 1961 (1T Act™),

The Scheme 1s a composite scheme of arrangement which inter afia provides for:

(1) the transfer by way of demerger of the Demerged Undertaking (as defined n the
Scheme) from the Demerged Company to the Resulting Company. a subsidiars
of the Demerged Company. and the consequent issue of equity shares to
shareholders of the Demerged Company by the Resulting Company
("Demerger’). Pursuant to the Demerger. all the shareholders of the Company
will be allotted shares in the Resulting Company in proportion to their
shareholding in the Company in accordance with the share entitlement ratio.
Pursuant to the Demerger. the equity shares of the Resulting Company. forming
part of the Demerged Undertaking, shall stand cancelled.

In connection with the Demerger. the Demerged Undertaking inclades inter alia
all busmesses, undertakings. activities. operations and properties of the
Demerged Company. of whatsoever nature and kind and wheresoever situated,
exclusively related to or pertaining to the conduct of. or the activities of. the
Pharma Business (as defined in the Scheme) conducted by the Demerged
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Company as a going concern. including but not limited to: (a) the equity shares
held by the Demerged Company in the Resulting Company. representing the
Demerged Company’s strategic investment in the Resulting Company: and (b)
the manufacturing facility situated at Mahad. India.

(i1) the amalgamation of Amalgamating Pharma Companv 1 and Amalgamating
Pharma Companv 2. both being wholly owned subsidiaries of the Amalgamated
Pharma Company, into the Amalgamated Pharma Company and consequent
dissolution of Amalgamating Pharma Company | and Amalgamating Pharma
Company 2 without winding up and the cancellation of the equity shares of
Amalgamating Pharma Company | and Amalgamating Pharma Company 2 held
by the Amalgamated Pharma Company and its nominee shareholder (“Pharma
Amalgamations™),

(1) the amalgamation of Amalgamating FS Company. a wholly owned subsidiary of
the Amalgamated FS Company, mto the Amalgamated FS Company and
consequent dissolution of Amalgamating FS Company without winding up and
the cancellation of the equity shares of Amalgamating FS Company held by the
Amalgamated FS Company and joint shareholders (“FS Amalgamation”).

The Scheme will be presented before the National Company Law Tribunal (the “NCLT™)
under Sections 230-232 and other applicable provisions of the Act and the rules made
thereunder. and will also be in comphance with Sections 2(19AA). 2(1B) and other
applicable provisions of the IT Act.

Pursuant to the FS Amalgamation. PEL will obtain a certificate of registration/license as
a non-banking financial company ("NBFC”) from the Reserve Bank of India ("RBI")
and PFPL will surrender its license.

This report of the Audit Committee is made in order (o comply with the requirements of
SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 and SEBI
Master Circular bearing number SEBIHO/CFD/DIL1/CIR/P/2020/249 dated December
22,2020 ("SEBI Master Circular™) consolidating SEBI circulars dated March 10. 2017,
March 23. 2017, Mav 26. 2017. September 21. 2017, January 3. 2018. September 12,
2019 and November 3. 2020 (collectively. the "SEBI Circulars”).

The following documents which were placed at the above meeting were reviewed by the
Audit Committee;

(1)  Draft Scheme:

(1)  Registered Valuer’s Report dated October 6, 2021, issued by Drushti R. Desai of
Bansi S Mehta & Co. Registered  Valuer. IBBI  Registration No
IBBIRV/06/2019/10666  (“Registered Valuer™). recommending the share
entitlement ratio under the Scheme ("Registered Valuer's Report ).

(i) Fairness Opinion dated October 7. 2021 issued by ICICT Securities Limited. a
SEBI Registered Category-l Merchant Banker bearing Registration No.
INMOO0011179 (“Merchant Banker™). on the Registered Valuer’s Report
(“Fairness Opinion™); and




(iv) Certificate dated October 7. 2021 issued by the Statutory Auditors of PEL
confirming that the accounting treatment contained in the Scheme is in compliance
inter alia with all the applicable accounting standards specified by the Central
Government under Section 133 of the Act and other generally accepted accounting
principles.

PROPOSED SCHEME

Salient Features of the Scheme

The Audit Committee considered and noted that the salient features of the draft Scheme
are as follows:

= Preliminary

(iy  The proposed Scheme is divided into parts. with the key parts being:

(a) Part C. which deals with the Demerger.

(b) Part D, which deals with the amalgamation of CCPL and HPPL into PPL..
i e, the Pharma Amalgamations:

{c) Part E. which deals with the amalgamation of PFPL into the Company. Le.
the 'S Amalgamation.

(i) Each Part of the Scheme is independent of other Parts and is severable in
accordance with the provisions of the Scheme.

(i) The Demerger will be undertaken in comphance with Section 2(19AA) of the I'T
Act and the Pharma Amalgamations and FS Amalgamation will be undertaken in
compliance with Section 2(1B) of the I'T Act.

(iv) The appointed date shall be the opening of business on April 1. 2022 or such other
date as the NCLT mav direct/allow ("Appointed Date”).

(v) The Scheme shall be effective from the "Appointed Date” but shall be operative
from the "Effective Date’.

(vi) The effective date (“Effective Date”) shall be:

(a) for the Part C of the Scheme pertaining to the Demerger and Part D of the
Scheme pertaining to the Pharma Amalgamations, the date or the last date of
the dates on which all the relevant conditions precedent as described in the
Scheme. occur or have been fulfilled. obtained or waived. as apphcable, in
accordance with the Scheme: and

(b)  for the Part E of the Scheme pertaming to the FS Amalgamation. the date or
the last date of the dates on which all the relevant conditions precedent as
described in the Scheme. occur or have been fulfilled. obtained or waived. as
applicable, in accordance with the Scheme.
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Demerger

Upon effectiveness of the Scheme and with effect from the Appointed Date. the
Demerged Undertaking (as defined in the Scheme) shall. subject to the provisions
of the Scheme and pursuant to the Act. be transferred to and vested in PPL. in
accordance with the Scheme:

Upon effectiveness of the Scheme, the equity shareholders of the Company (as on
a record date to be determined by the Boards of the Company and Resulting
Company) will. in consideration for the Demerger. be issued and allotted equity
shares in PPL as per the share entitlement ratio which will be approved by the
Board. Pursuant to the Demerger. the equity shares of the Company. forming a part
of the Demerged Undertaking shall stand cancelled. in the manner set out in the
Scheme.

Amalgamations

As regards the Pharma Amalgamations. upon effectiveness of the Scheme and with
effect from the Appointed Date, each of Amalgamating Pharma Company | and
Amalgamating Pharma Company 2 shall stand amalgamated into the Amalgamated
Pharma Company in the manner set out in the Scheme. Upon effectiveness of the
Scheme. the equity shares of each of Amalgamating Pharma Company | and
Amalgamating Pharma Company 2 held by the Amalgamated Pharma Company
and 1ts nominee. shall stand cancelled. m the manner set out in the Scheme. No new
shares are to be issued or pavment made in cash or in kind by the Amalgamated
Pharma Company to the Amalgamating Pharma Company | or Amalgamating
Pharma Company 2 in connection with the Pharma Amalgamations.

As regards the FS Amalgamation, upon effectiveness of the Scheme and with effect
from the Appointed Date, the Amalgamating FS Company shall stand
amalgamated into the Amalgamated FS Company in the manner set out m the
Scheme. Upon effectiveness of the Scheme. the equity shares of the Amalgamating
FS Company held by the Amalgamated FS Company and joint shareholders. shall
stand cancelled, in the manner set out in the Scheme. No new shares are (o be issued
or pavment made in cash or in kind by the Amalgamated FS Company to the
Amalgamating FS Company in connection with the FS Amalgamation.

On the Effective Date, each of Amalgamating Pharma Company |. Amalgamating
Pharma Company 2 and Amalgamating FS Company shall stand dissolved without
being wound-up and without any further act or deed.

Jeneral

The Parts C. D and E of the Scheme are subject to various conditions precedent.
including (a) the sanction or approval of relevant regulatory authorities: (b)
approval of the requisite majority of members and/or creditors.  (¢)
approvals/waivers from third parties. as may be required. (d) the receipt of a
certificate of registration / license by PEL to operate as an NBFC from the RBI (as
a condition precedent for Part E);, and (e) the Scheme being sanctioned by the
NCLT.
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Need of the Scheme of Arrangement

(i}

(i1)

{111)

(1v)

(V)

{vi)

The present businesses undertaken directly and indirectly by the Company 1e. the
pharmaceutical business and financial services business have different
requirements and are effectively operated independent of each other as separate
business verticals. Further. each of these business verticals is significantlyv large
and mature, and have a distinct attractiveness to divergent set of investors. strategic
partners and other stakeholders. It is therefore proposed to segregate the
pharmaceutical and the financial services businesses into two distinctive flagship
listed entities, with PPL, subsidiary of the Company. being the entity undertaking
pharmaceutical business and the Company continuing to undertake the financial
services business.

In FY 2020-21. an identified portion of the pharmaceutical business of the
Company was transferred to PPL. The remaining portion of said pharmaceutical
business is now proposed to be transferred 1o PPL by way of demerger.

Pursuant to the Demerger. the equity shares of PPL forming a part of the demerged
undertaking would be cancelled In consideration of the said Demerger. it is
proposed to issue and allot to the shareholders of the Company. equity shares of
PPL in proportion to their shareholding m the Company in accordance with the
share entitlement ratio to be approved by the Board

The Demerger is expected fo:

- Consohdate the pharmaceutical business in PPL.

- Smmplify the corporate structure.

- Create two listed companies with PPL as a separate. flagship entity for the
pharmaceutical business. shares of which would be listed on the National
Stock Exchange of India Limited and BSE Limited (*Stock Exchanges™)

- Facilitate independent pursuit of growth plans. organically and inorgamcally,

- Facilitate liqudity for shareholders (following the listing of the shares of PPL
pursuant to the Demerger).

- Insulate and de-risk the pharmaceutical business from the financial services
business and allow potential investors and other stakeholders the option of
being associated with the business of their choice.

- Unlock significant value for sharcholders.

Further. in order to comprehensively consolidate. restructure and streamline the
pharmaceutical business in India. 1t is also proposed to merge CCPL and HPPL.
being whollv-owned subsidiaries of PPL engaged in the pharmaceutical business,
mnto PPL. Allergan India Private Limited. an associate company of PPL. would.
however, continue to operate independently in the specialty pharmaceutical sector.

In addition to the restructuring of the pharmaceutical business. 1t is proposed to
merge PFPL. a wholly owned subsidiary of the Company into the Company. with
the aim to simplify the structure and to create a distinctive NBFC. This would
enable the consolidation of the lending business across the Company and PFPL
under the Company post the merger of PFPL, following the effect of which the
Company is proposed to be registered as a NBFC with the RBIL holding distinct
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entities engaged in diverse aspects of the [inancial services business such as
housing finance, asset management and merchant banking. The merged Housing
Finance company. post the Dewan Housing Finance Corporation Limited
acquisition, will remain a wholly-owned subsidiary of the Company.

(vii) The Scheme will have the benefits as noted in the rationale of the Scheme and also
noted below,

(viil) In view of the abovementioned reasons and mn order to avoird multipheity of
schemes and the consequent increase in cost. time. resources and efTort that may
have to be expended by the Companies. the NCLT and the appropriate authorities.
it is proposed to implement the restructuring through a composite scheme of
arrangement pursuant 1o Sections 230 to 232 and other applicable provisions of the
Act amongst the Company. PPL. CCPL. HPPL. PFPL and their respective
shareholders and creditors.

Rationale of the Scheme

Below 1s the rationale for the proposed Scheme:

(1) The businesses presently undertaken by PEL (directly and indirectly) comprise
the pharmaceutical business and the financial services business. both of which
have different requirements and are operated independent of each other as
separate business verticals. The requirements of each business. including in terms
of capinal. operations. knowledge. nature of nsk. competitive advantages and
strategies. and regulatory compliances are very distinct when compared with the
other. Each of these business verticals are significantly large and mature, and have
a distinct attractiveness to divergent set of investors. strategic partners and other
stakeholders. The depth, scale of operations and growth potential of these distinct
businesses has been significantly augmenied by the recent transactions
undertaken in respect of the pharmaceutical business (being the strategic
investment by the Carlvle Group) and the financial services business (being the
merger of Dewan Housing Finance Corporation Limited and Piramal Capital &
Housing Finance Limited. a whollv owned subsidiary of PEL).

{it) Therefore, in the wake of the aforesaid landmark transactions, this bemnyg an
opportune time to unlock the potential value of each business vertical. 1t 1s
proposed through the Scheme. to: (i) completelv segregate the pharmaceutical
and the financial services busimesses and create two strong and distinctive
platforms and flagship listed entities: (ii) realign the pharmaceutical business and
the financial services business to rationalize. simplify and streamline the group
structure with the domestic pharmaceutical business being consolidated under
PPL. and PEL continuing to focus primarily on the financial services business
directly (with consolidation of the lending business across PEL and PFPL under
PEL post the merger of PFPL) and indirectly (including through subsidiaries and
associate companies).

(iii)  The proposed Demerger will not only facilitate pursuit of scale and independent

growth plans (organically and morganically) with more focused management and
flexibility as well as liquidity for shareholders (following the listing of the shares
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of PPL pursuant to the Scheme) but also insulate and de-risk both the businesses
from each other and allow potential investors and other stakeholders the option
of being associated with the business of their choice.

(iv)  In order to comprehensively restructure and streamline the pharmaceutical
business in India under PPL. it 1s also proposed to merge CCPL and HPPL into
PPL. being wholly-owned subsidiaries of PPL engaged in the pharmaceutical
business. allowing the pharmaceutical business in India, currently conducted by
PPL directly and through its Indian subsidiaries to be consolidated with PPL.
which is also expected to enable faster decision making. Allergan India Private
Limited, an associate companv of PPL. will, however. continug to operate
independently in the specialty pharmaceutical sector.

(v) In addition to the above. to restructure the financial services business. 1t 13
proposed to merge PFPL with PEL, In addition to the establishment of a distinct
platform with dedicated focus on the financial services business as mentioned
above, the merger of PFPL. being a whollv owned subsidiary of PEL. will enable
the consolidation of the lending business across PEL and PFPL in PEL and
streamlining of the group structure in a manner that results in the creation of a
single NBEC entity which is regulated by the RBI (subject to requisite approvals),
and holds distinct entities engaged in diverse aspects of the financial services
business such as housing finance. asset management and merchant banking.

Synergies of business of entities involved in Scheme:

The Demerger is expected to create distinct business verticals for each of the businesses
of the Company comprising two flagship listed compames. thereby unlocking their
potential value. and insulating and de-risking the pharmaceutical business from the
financial services business. The Pharma Amalgamations and FS Amalgamation are
expected to. in respect of the pharmaceuticals busiess and the financial services
business. respectively. result in simplification of the corporate structure, enabling faster
decision making,

Cost-Benefit Analysis

Although the proposed Scheme would lead to incurring of some costs by each of the
Companies towards implementation. the benefits of the said Scheme over a longer period
would. in the view of the Audit Committee, outweigh such costs given the long term
benefits for the pharmaceutical business to be consolidated under PPL. the financial
services business to be consolidated under PEL, and for investors and stakeholders.

Valuation Report for the Share Entitlement Ratio

The Registered Valuer's Report, infer alia recommended the share entitlement ratio for
the proposed demerger of the Demerged Undertaking into the Resulting Company as
follows:

“for every | (one) equity share of face and paid-up value of Rs. 2- (Two) held in PEL,
4 (Four) equity shares of face and paid-up value of Rs. 10~ (Ten) in PPL™ (“Share
Entitlement Ratio™).




2 Impact of the Scheme on the Sharcholders

The Company 1s directly involved in the Demerger and FS Amalgamation. As regards
the Demerger. the shareholders of the Company would be issued and allotted a
proportionate number of shares in PPL. in consideration for the transfer of Demerged
Undertaking pursuant to the Demerger basis a Share Entitlement Ratio recommended by
the Registered Valuer and confirmed in the Fairness Opinion by an Independent SEBI
Registered Categorv-l Merchant Banker. These shares of PPL {0 be issued to the
shareholders of the Company are proposed to be listed on the BSE Limited and the
National Stock Exchange of India Limited. subject to receipt of necessary approvals.

As regards FS Amalgamation. pursuant to the same. the equity shares of PFPL held by
the Company and joint shareholders. shall stand cancelled. No new shares shall be issued.
or pavment of any kind be made by PEL as consideration in connection with PFPL
amalgamating with the Companv. Accordingly. there will be no impact on the
shareholders of the Company due to the said FS Amalgamation.

Further. although the Company 1s not directly involved in the Pharma Amalgamations.
the same would be relevant for the shareholders of the Company (in their capacitv as
shareholders of PPL. upon coming into effect of the Scheme), Pursuant to the Pharma
Amalgamations, the equity shares of CCPL and HPPL held by PPL and its nominee. shall
stand cancelled. No new shares shall be issued. or pavment of any kind be made by PPL
as consideration in connection with CCPL and HPPL amalgamating with PPL.
Accordingly. there will be no impact on the shareholders of the Company (once they
become shareholders of PPL) due to the said Pharma Amal gamations,

[

RECOMMENDATIONS OF THE AUDIT COMMITTEE

Taking into consideration all of the foregoing mcluding the Scheme and 1ts rationale and
benefits. Registered Valuer's Report. Fairness Opuion. and other documents, impact of
the Scheme on the shareholders and other stakeholders and cost benefit analysis of the
Scheme. the Audit Committee after due deliberation unanimously recommends the dralfi
Scheme (o the Board of Directors of the Company. Stock Exchanges. SEBI. RBI and
other appropriate authorities for their favorable consideration and approval

This report is issued by the Chairman in terms of the Audit Committee’s authorization.

By Order of the Audit & Risk Management Committee of Piramal Enterprises Limited

e /W
Mr. N, Vaghul
Chairman of the Audit & Risk Management Commnittee

Date: October 7, 2021
Place: Mumbai




