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SCHEME OF ARRANGEMENT
BETWEEN
MAFATLAL INDUSTRIES LIMITED
AND

ITS SHAREHOLDERS

UNDER SECTION 230 AND OTHER APPLICABLE PROVISIONS OF THE
‘ ' COMPANIES ACT, 2013

" (A} PREAMBLE

This Scheme of Arrangement ("Scheme") provides for reduction and reorganization

of the capital of Mafatlal Industries Limited pursuant to the provisions of Sections 230

and othei"applicable provisions of the Companies Act, 2013 (“the Act™). This Scheme -

also provides for various other matters consequential thereto or otherwise integrally

connected therewith.

DESCRIPTION OF THE COMPANY

Mafatlal Industries Limited -("th’e Company") is a company incorporated under the
prdvision’s of the Indian Companies Act, 1882. The Compahy is principally engaged
in the business of manufacturing, trading, dealing, and marketing textile and other
businesé for more than 100 years. The equity shares of the Company are listed on the

Stock Exchange (as defined hereinafter).

PARTS OF THE SCHEME

The Scheme is divided into the f0119Wing parts:
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1. PART I deals with the definitions of eapitalized'termS"used in the Scheme, the
details of the share cap1tal of the Company and date of taking effect and

implementation of this Scheme
2. PART II deal with rationale for the Scheme;

3. PART HI deals with 'reduction and reorganizatioh of capital and reserves of the

‘Company; and

4. PAR'I‘ IV'deals with the general terms and conditions applicable to the Scheme.

PART |
~ DEFINITIONS AND SHARE CAPITAL
. DEFINITIONS | |
1.1.  In this Scheme, (i) capitalised terms defined by inclusion in quotations and/ or

vpar‘enthesi‘s shall have the_meahings so ascribed; and (ii) the following expressions

shall have the meanings ascribed hereunder:
“Act” means the Companies Act, 2013;

“Appointed Date” means 1 April 2022 or such other date as may be approved by
the Tfibtir;_lal_;. | - |

| “Approprlate Authorlty means:

a) the government of any Jurlsdlctlon (1nclud1ng any nat10na1 state, mum01pa1
_or local government or any political or administrative subdivision thereof)
and any department, ministry, agency, instrumentality, court, tribunal,

central bank, commission or other authority thereof;

'b) any gevernmeﬁtal, quasi-governmental or private body or agency lawfully

: exereiéing or entitled to exercise, any administrative, executive, judicial,

‘Iegislative’, regulatory, licensing, competition, tax, importing, exporting or
other governmentél or quasi- governmental authority inCluding without
limitation, SEBI (as defined hereznafter) and the Tribunal (as defined

hereznafter) and

c) any Stock Exchange
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“Board” in relation to the Company means the board of directors of the Company
and shall include a committee of directors or any person authorized by such board
of directors or such committee of directors duly constituted and authorized for the

matters peﬁaining to this Scheme or any other matter relating hereto;

“Company” means Mafotlal Industries Limited, a company incorporated uncler
the pfoi?isions of the Indian Companies Act, 1882, having Corporate Identity
Nu-mber L17110GJ1913PLC000035 and its registered office at 301-302, Heritage
Horizon, Third Floor Off C. G. Road, Navrangpura, Ahmedabad Gujarat, India
- 380009

“Effective Date” means the day on which last of the conditions specified in Clause
13 (Conditions,Precedent) of this Scheme are complied with or otherwise duly
waived; ‘ ‘

Reference in this Scheme to the date of “coming into effect of this Scheme” or
“effectiveness of this Scheme” or “effect of this Scheme” or “upon the Scheme

becoming effective” shall mean the Effective Date;

"‘Person means an individual, a partnershlp, a corporatlon, a hmlted 11ab111ty ’
, partnershlp, a 11m1ted llablhty compa.ny, an assoclatlon a Jomt stock company, a

trust, a joint venture, an unincorporated organization or an Appropriate Authority;
“Retained Earnings” means the amount appearing in the annual financial
statements of the Company as “retained earnings” under “Reserves and Surplus”

and repfesenting the cumulative profit / (loss) of the Company; _

“RoC” means the relevant jurisdictional Registrar of Companies having

jurisdiction over the Company;

“Rs” or f‘Rupee(s)f’ or “INR” means Indian Rupee, the lawful currency of the
 Republic of India;

 “Scheme” or “this Scheme” means this scheme of arrangement as modiﬁed from

time to time;

' “SEBI” means the Securities and Exchange Board of India;

“SEBI LODR Regulations” means SEBI (Listihg Obligations and Disclosure

Requirements), Regulations, 2015 as amended from time to time;
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“Stock Exchanges” means BSE Limited;

“Tax Laws” means all applicable laws dealing with Taxes including but not

limited to income-tax, wealth tax, sales tax / value added tax, service tax, goods

and service tax, excise duty, customs duty or any other levy of similar nature;

“Taxation” or “Tax” or “Taxes” means all forms of taxes and statutory,
governmental, state, provincial, local governmental or municipal impositions,
duties, contributions and levies, whether levied by reference to income, profits,

book profits, gains, net wealth, asset values, turnover, added value, goods and

services or otherwise and shall further include payments in respect of or on account -

- of Téu_;-, whether by way of deduction at source, collection at source, dividend

distribution tax, advance tax, minimum alternate tax, goods and services tax or
otherwise or attributable directly or primarily to the Company or any other Person

and all penalties, charges, costs and interest -rélating thereto;-and -

“Tribunal” means the A_hmedabad Bench of the National Corripany Law Tribunal
(“NCLT”) having jurisdiction over the Company.

12 In this Scheme, unless the context otherwise requires:

121

1.22.

123,

1.2.4.

words denoting the singular shall include the plural and vice versa;

any Person includes that Person’s legal heirs, administrators, executors,
-liquidators, successors, successors-in-interest and permitted assigns, as the case

may be;

are for information and convenience only and shall be ignored in construing
the same; and

the words “include” and “including” are to be construed without limitation.

headings, sub-headings, titles, sub-titles to clauses, sub-clauses and paragraphs
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-2 SHARE CAPITAL AND OTHER EQUITY

2.1. | The share capital of the Company as on 31 March 2022 is as follows;

 Amount
s
m Capital: | |
1,42,45,081 Equity Shares of Rs. 10/~ each 142430810 |
85754919 Uncla551ﬁed Shares of Rs. 10/-each T 85,75.49,190
Total Authorised Capltal 1,00,00,00,000

Pafizieulars" | T | | Amount

| (Rs.)
Issued Capital: v
1,40,71,386 Equity Shares of Rs. 10/- cach *_ | 14,07,13,860 |

Subscribed & Paid-Up Capital: T
1,40,71,386 fully paid-up Equity Shares of Rs. 10/~ cach 14,07,13,860

*The Iésued and Paid-Up Cépital is as oh 31% March 2022. The Issued and Paid-Up Capital
has increased subsequently due to issuance of 25,100 number of Shares of face value of Rs.
10/- each under The Mafatlal Employee Stock Optlon Scheme, 2017.

The members of the Company, vide ordinary resolution through postal ballot dated 7%
. November, 2022 have approved reclassification of authorised share capital and sub-division
of equlty shares of the Company. 25" November, 2022 is record date for the purpose of new
sub-division of equity Shares of the Company. After reclassification of authorised share
capital and sub-division of equlty shares of the Company as aforesaid, the capital structure of

the Company will be:
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- Amount

- (Rs)
Authorised Share Capital:

35,00,00,000 Equity Shares of Rs. 2/- each 70,00,00,000

3,00,00,0QO-Preference Shares of Rs. 10/-.each -30,00,00,000

Total Authorised Capital | 1,00,00,00,000

Issued Capital:

7,04,82,430 Equity Shares of Rs. 2/- each 14,09,64,360
[ Subscribed & Paid-Up Capital:
|77,04,82,430 fully paid-up Equity Shares of Rs. 2/- cach_ " 14,09,64,860

_Equity'Shares of MIL are list’ed on Bombay Stock Exchange Lirn‘_ited (BSE)

22 The detalls of Reserves and Surplus of the Company ason 31 March 2022,as per the

last audited balance sheet are as under

Sr No. Partrculars Amount in Rs.

1 | Capital Reserve No.1 61,16,314.00

2 | Capital Reserve No. 2 35,00,000.00

3 | Capital Reserve on Amalgamation 36,34,48,000.00

4 | Capital Redemption Reserve ~ 83,83,13,559.00

5 | Securities premium ~176,26,44,605.12

6 | Capital Investment Reserve ~75,96,408.91

-7 | Investment Reserve 1,77,663.00
"8 | ESOP Reserve . .75,78,714.66 |

9 | Export Profit Reserve 20,00,000.00

10 | Retained earnings (226,44,81,517.00)

.11 | General Reserve 6,20,00,000.00

12 FVOCI Equrty Investments Reserve ; 592,98,59,455.53
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4.1

4.2

43

4.4

DATE OF TAKING EFFECT AND IMPLEMENTATION OF THIS SCHEME

This Scheme in its present form or with any modification(s) made as per Clause 12 of

this Scheme, shall become ef__feétive and operative from the Effective Date.

| PART - II
RATIONAL FOR THE SCHEME

The Compahy had suffered substantial losses during the past few years, due to which |

the Company’é retained earnings had turned negative.

During the financial years 2020-21 and 2021-22, the Company implemented several

strategic cost control measures, and evolved towards an asset-light model marked by

Tower overheads and liabilities.

During the financial year 2021-22, the Company further strengthened the effectiveness
of its manufacturing opefatioﬁs, itnprch:d the inventory turnaround time and widered

its marketing cum distribution network.

Despite generating substantial profits during the financial year 2021-22, the Company
continues to carry adebit balance of Retained Earnings (as defined hereinbefore under
sub-clause 1.1 of clause 1 “Definitions”) on its balance sheet as on 31 March 2022. At
the same tinie; the Company. has -unutﬂized balances lying under various reserves,

which are neither earmarked for any specific purpose, nor have any lien marked

 thereon and/or Obligation attached thereto.

45

In the circumstances, the Company is of the view that the financial statements of the

Company are not reflective of its true current financial health and therefore, it is

. necessary to reduce and reorganize the capital of the Company.

4.6

47

The Schemeﬂpropo’ses to set-off the debit balance of Retained Earnings of the

Company as on the Appdinted Date against the credit balance lying under various
reserves as specified herein. - | |
The . prop'o:ééd reduction and reorganization of the capital is in the interest of the

Company, its-s_haféholders-, creditors and all concerned stakeholders. If the Scheme is

approved, the books of the Company would present a fair representation of the,==
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financial 'i)osvition of the Company, and would enable the Company to explore

opportunities for the benefit of its shareholders.

PART III
REDUCTION AND REORGANIZATION OF CAPITAL OF THE COMPANY

S. REDUCTION AND REORGANIZATION OF CAPITAL OF THE COMPANY

5.1 Upon the Scheme becomlng effective, the credlt balance of followmg reserves as
appearmg(_l_n"books of accounts of the Company as on the Appointed Date, shall be
adjusted againgt the entire debit balanee ef bthe Retained Earnings of the Company as
on the 'Apvpvointed Date, to the extent permissible under Law, in the following

chronological order:

5.1.1 Entire credit balance of ” Capitel Reserve No. 17;

512 = Entire credit Ba_l_ance of “Capital Reserve No. 27,

513 ~Entire cred:g_it balance of “Capital Reserve on Amalgamation”;

5.14 Eniire cred-%it balance of “Capital Redemption Reserve”;

5.1.5 Credit Balleinee of “Securltles Premlum” to the extent requlred (1 e. Rs

105, 31 03, 644 00) for adjustment of remaining debit balance of the Retained -
'Earnmgs of the Company

5.2 The reduction and freorgamzatlon of the capital of the Company, as stated in Clause
5.1 above, shall be ieffected as an integral part of this Scheme itself, and the order of the
- Tribunal sanctioning this Scheme shall confirm the reduction and reorganization of

- cap1tal of the Company

5.3 Pursuant to the Scheme there is no outflow of/ payout of funds from the Company and

‘ hence, the_mterestgof the shareholders/ creditors is not adversely affected. For the
removal of doubt, 1t1 is expressly recorded and clarified that the Scheme shall not inany
manner iny‘o_lVe_divsitribution ofcapital reserves or revenue reserves and shall be in
aCC'ordanee_WitH the accounting standards prescribed under proVisions of Section 133 .
ofthe Act. '
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5.4

- 5.5

5.6

5.7

6.1

The reduction and recrganiZation of capital of the Company would not involve either a
diminutionof liability in respect of unpaid share capital or payment of paid-up share

capital.

Notwithstanding the reduction of capital, as stated in Clause 5.1 above, the Company

shall not be required to add “And Reduced” as suffix to its name.

This Scheme is an “arrangement” betWeen the Company and its shareholders under
Section 230 of _the Act and does not envisage the transfer of vesting of any properties
and/or liabilities as contempiated in Sections 230 to 232 and other applicable provisions
of the Act. This Scheme doesnot involve any “cont/eyance” or “transfer” of any
property/liabilities and does not relate to amalgamation or merger or demerger of
compahieé' in terms of Sections 230 to 232 of the Act. Accordingly, this Scheme and
the order éanctioning this Scherhe shall not be deemed to be a conveyance within the
meaning of the Gujarat Stamp Act, 1958, and therefore no stamp duty shall be payable

on the Scheme and / or the order sanctromng this'Scheme.

The utilization of the Capital Reserve No. 1, 'Cépital Reserve No. 2, Capital Reserve
on Amalgamatlon Cap1tal Redemptlon Reserve and Securities Premium as aforesaid
shall be’ effected as an 1ntegra1 part of the Scheme and the order of the NCLT
sanctlonlng th1s Scheme shall be deemed to be an order under section 66 read with

sectlon 52 and other applicable prov131ons of the Act and no separate sanction under

,sectron 66 read w1th section 52 and other apphcable provisions of the Act will be

necessary.
ACCOUNTING TREATMENT IN THE BOOKS OF THE COMPANY

Notw1thstandrng anything else contained in the Scheme; the Company shall account

for reduction and reorganization of capital in its books of account in accordance with

'I:ndianbAccounting ‘Standards (“IND AS”) ‘notified under Section 133 of the Act,

' under the Companies (Indian Accounting Standard) Rules, 2015, as may be amended

" Cothipany as onthe Appomted Date -'s‘haﬁ be reclassified and credited to the Retained ===

from time to time and other accounting principles generally accepted in India , such
that: |

The credit Baldnces of the below mentioned reserves in books of accounts of the

Barnings of the Compény as on the Appointed Date , 5o as to set off the debit balancg/.
of Retairied Earnings to the extent of Rs: 226,44,81,517.00 (Rupees Two hundred ani
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©

Twenty- Slx Crores Forty-Four lakhs Eighty- One Thousand Five: Hundred and

Seventeen only) and shall be adjusted as under:
Entire credlt balance of Rs. 61,16,314.00 appearing as “Capltal Reserve 1”7
Entlre.credlt balance of Rs. 35,00,000.00 appearmg as “Capital Reserve 2”;

Entire credit balance of Rs. 36,34,48,000.00 appearlng as “Capital Reserve on

v Amalgamatlon

@

©

62

6.3

. 7“

Entire credlt balance of Rs 83 83 13,559. OO appearing as “Capltal Redemptlon

Reserve

Remaining unadjusted debit balance of Retained Earnings of Rs. 105,31,03,644.00

shall be adjusted agalnst the credit balance of Securltles Premlum, and to that extent

the Securltles Premium shall stand reduced

The Companyn WIH pass appropriate adjustment entries in prudent and commercially

acceptable manner; and

For accountlng purpose, the reduction and reorganization of capital of the Company
will be given effect on the date when all substantial cond1t1ons for the reduction and

reorgamzatlon of capital are completed.

PART IV

GENERAL TERMS & CONDITIONS

EMPLOYEES

The employees of the Company shall, in no way, be affected by the proposed
reduction and reorganization of capital, as there is no transfer of employees under
the Scheme. On the Scheme becoming effective, all the employees of the Company
shall continue with their employment, without any break or interruption in their
servicee, on the same terms and conditions on which they are engaged as on the

Effective Daté;
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10.

- 11,

Scheme und

CREDITORS

The reduction and reorganization of capital (as set out in Clause 5.1 above) will not
cause any prejudice to the creditors of the Compahy. The creditors of the Company
are, in no way, affected bythe proposed reduction and reorganization of capital, as
there is no reduction in the amount payéble to any of the creditors as a result of this
Scheme, and no cbmpromise or arrangement is contemplated with the creditors

under this Scheme. Further, there is no outflow of cash from the Company. Thus, the

- proposed adjustmen’twould not, in any way, adversely affect the operations of the

Company or fhe_ ability of the Company to honour its commitments or to pay its

debts in the ordinary course of business.

COMPLIANCE WITH TAX LAWS

The Scheme is in compliance with the appli_cablé Tax Laws: Upon the Scheme

becoming effective,the Company shall continue to pay Taxes in accordance with

and subject to-applicable law.

LEGAL PROCEEDINGS

Upon the S_chemé becoming effective, all suits, actions, administrative proceedings,

tfibunél's" proceedings, show cause notices, demands and legal proceedings of

‘whatsoever nature by or against the Company pending and/or arising on or before

the Effective Date or which may be instituted any time thereafter shall not abate or

bevdi'scontinuéd or be in any Way prejudicially affected by reason of this Scheme or

by anythihg contained in this Scheme but shall be continuedand be enforced by or

against the Compahy.

APPLICATIONS/PETITIONS TO THE TRIBUNAL
The Comphny.shali’.fnakc and file all aﬁpliééﬁbﬁs and >pét.iti6.ns. ﬁndeif Sections 230

and other appli cable provisions of the Act before the Tribunal, for sanction of this

the provisions of the Act.
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12. MODIFICATION OR AMENDMENTS TO THIS SCHEME

-12.1 - The Board may make any modifications or amendments to this Scheme at any
time and for any reason whatsoever, or which may otherwise be considered

| necessary, desirabl‘e or appropriate. The Board may consent to any conditions or
hm1tat10ns or may make any modifications to the Scheme that the Tribunal or any

other Appropnate Authority may impose.

122 For- the purposes of g1v1ng effect to this Scheme, the Board may give such

directions in;cluding directions for settling any question or difficulty that may

arise and such - directions shall be binding as if the same were specifically

- 1ncorporated in th1s Scheme With regard to the Scheme 1nclud1ng passxng of
accountlng entrles and/or maklng such other adjustments in the books of account

as are con51dered necessary to glve effect to the Scheme.

13 CONDITIONS PRECEDENT
13.1 Unless otherwise decided (or waived) by the Board, the Scheme is conditional
upon and subject to the followmg conditions precedent:

13.1.1 obtarnmg no-obJectron letter from the Stock Exchange in relation to the Scheme
under Regulatlon 37 of the SEBI LODR Regulations;

13.1.2° approval of the Scheme by the requisite majorlty of the shareholders and/ or -

credl_tors. of the, Company, as_appllcable or as may be required under the Act and
as may be directed by the Tribunal;
" 13.1.3 the sanctions and orders of the Tribunal as may be applicable,' under Sections 230

to 232 of the Act belng obtalned by the Company, and

13 1 4 the certified copy of the orders of the Tribunal berng ﬁled with the RoC by the
| Company

13:1.5 The requ1s1te consent approval or perm1ssmn of any. Approprlate Authority which

by apphcable Iaw may be necessary for the 1mp1ementat10n of thls Scheme.

133 Tt is HerdBy Ianﬁed that submlssmn of this Scheme to the Tribunal and to the

applicable faws:



14,

14.1

14.2

14.3

15.

: WITHDRAWAL OF THIS SCHEME AND NON-RECEIPT OF
APPROVALS o
The Company shall be at liberty to withdraw the Scheme, any time before the Scheme
is effective. |

In the eveﬁt of withdrawal of the Scheme under Clause 14.1 above, no rights and =~ -
liabilities Wh_atsgjever shall accrue or be incurred by the Company or its shareholders

or creditors or employees or any other Person.

In the event of anyiof the requisite sanctions and approvals not being obtained on or

‘before such date as may be decided by the Company (including any extension

thereof), this Scheme shall become null vand' void and in that event no rights and
liabilities whatsoever shall accrue to or be incurred upon the Company or their

shareholders or creditors or employees or any other Person in terms of this Scheme.

COSTS AND EXPENSES
All 'costs‘, 'Charge’é," taxes, -duties, levies, fees and expenses, if any, to the ex't'eht
applicable and payable in connection with this Scheme, shall be borne and paid by

the Company.
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