Information

Memorandum

Of

Manaksia Steels Limited



INFORMATION MEMORANDUM
Dated : 16.03.2015

MANAKSIA STEELS LIMITED

Our Company was incorporated on June 07, 2001 in the State of Meghalaya, under the
Companies Act, 1956 as a public limited company. The company shifted its registered office
from the State of Meghalaya to the State of West Bengal through the order of Hon’ble
Company Law Board, Kolkata Bench vide their order dated July 28, 2009. The said certificate
of Registration of Company Law Board order for Change in State was registered with the
Registrar of Companies, West Bengal on September 09, 2009. The CIN of the Company is
U27101WB2001PLC138341.

Registered and Corporate Office: Bikaner Building, 8/1, Lal Bazar Street, 3" Floor,

Kolkata — 700 001, West Bengal, India.

Tel: +91-33-2231 0050

Fax: +91-33-2230 0336

Contact Person : Ajay Sharma — Company Secretary & Compliance Officer

Website : www.manaksia.com

Email : investorrelmsl@manaksia.com

INFORMATION MEMORANDUM FOR LISTING OF 6,55,34,050 EQUITY SHARES OF RE. 1/-
EACH ISSUED BY THE COMPANY PURSUANT TO THE SCHEME OF ARRANGEMENT.
NO EQUITY SHARES ARE PROPOSED TO BE SOLD OR OFFERED PURSUANT TO THIS
INFORMATION MEMORANDUM

Investment in equity and equity-related securities involves a degree of risk and investors
should not invest in the equity shares of Manaksia Steels Limited unless they can afford to
take the risk of losing their investment. Investors are advised to read the Risk Factors
carefully before taking an investment decision in the shares of Manaksia Steels Limited. For
taking an investment decision, investors must rely on their own examination of our
Company including the risks involved.
THE COMPANY'S ABSOLUTE RESPONSIBILITY

Manaksia Steels Limited having made all reasonable inquiries, accepts responsibility for,
and confirms that this Information Memorandum contains all information with regard to
our Company, which is material, that the information contained in this Information
Memorandum is true and correct in all material aspects and is not misleading in any
material respect, that the opinions and intentions expressed herein are honestly held and
that there are no other facts, the omission of which makes this Information Memorandum
as a whole or any of such information or the expression of any such opinions or intentions
misleading in any material respect.

The Equity Shares of Manaksia Steels Limited is proposed to be listed on the National Stock
Exchange of India Limited (NSE), the designated stock exchange and BSE Limited (BSE). Our
Company has submitted this Information Memorandum with NSE and BSE and the same has
been made available on our website viz. www.manaksia.com. Our Company has received in-
principle approval from NSE and BSE on 23" February 2015 and 11" March, 2015
respectively, The Information Memorandum would also be made available on the website of
NSE (www.nseindia.com) and BSE (www.bseindia.com).




REGISTRAR AND SHARE TRANSFER AGENT

Link Intime India Private Limited, 59C, Chowringhee Road, Kolkata — 700 020
Phone No: +91 33 22890540 Fax: +91 33 22890539, Contact Person: Ms. Binita Pandey
Email: kolkata@linkintime.co.in; Website: www.linkintime.co.in




TABLE OF CONTENTS

PARTICULARS Page
No.
 SECTION |- GENERAL
Definition and Abbreviations 1
Certain Conventions, Use of Market Data 5
Forward looking Statements 6
SECTION II- RISK FACTORS 7
SECTION Ill- INTRODUCTION
Summary of the Industry 14
Summary of our Business 16
Summary of Financial Information 18
General Information 21
Capital Structure 25
Scheme of Arrangement 32
Statement of Tax Benefits 36
SECTION IV- ABOUT US
Industry Overview 55
Our Business 57
History and Certain Corporate Matters 59
Our Management 62
Our Promoters & Promoters Group 74
Group Entities 77
SECTION V- FINANCIAL INFORMATION
Audited Financial Results for the half year ended 30" September, 2014 88
Management's Discussion and Analysis 111
SECTION VI- LEGAL & OTHER REGULATORY INFORMATION
Outstanding Litigation and Material Development 116
Government and Other Statutory Approval 126
SECTION VII- OTHER REGULATORY AND STATUTORY DISCLOSURE 127
SECTION VIli- DISCRIPTION OF EQUITY SHARES AND TERMS OF THE ARTICLES OF 131
ASSOCIATION
SECTION IX- OTHER INFORMATIONS
Material Contracts and Documents for Inspection 182
Declaration 183




SECTION - | GENERAL

DEFINITIONS AND ABBREVIATIONS

Unless the context otherwise indicates or implies, the following terms have the following
meanings in this Information Memorandum and references to any statute or regulations or
policies shall include amendments thereto, from time to time:

Company Related Term

Term

Description

“MAST" or “Manaksia Steels” or “the
Company” or “Transferee Company” or
“Resulting Company” or “our Company” or
“we” or "us” or “our”

Manaksia Steels Limited

“Manaksia Limited” or “ML" or “Transferor
Company” or “Demerged Company”

Manaksia Limited

MALCO Manaksia Aluminium Company Limited

MAIL Manaksia Industries Limited

MACMIL Manaksia Coated Metals & Industries
Limited

Promoter As stated in section on Promoters

Promoter Group

As stated in section on Promoter Group

Group Companies

Companies as defined in the section on -
Group Companies

Conventional or General Terms

Term

Description

Act/ Companies Act

Companies Act, 1956 and/or the Companies
Act, 2013, as applicable

Companies Act, 1956

Companies Act, 1956, as amended (without
reference to the provisions thereof that have
ceased to have effect upon the notification
of the Notified Secti{:-ns]
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Companies Act, 2013

The Companies Act, 2013, and the
Companies Rules, 2014 (including any
statutory modification(s) or re-enactment
thereof for the time being in force) pursuant
to the notification of the Notified Sections

AGM

Annual General Meeting

Articles/Articles of Association

Articles of Association of MAST

Appointed Date

1* day of October, 2013

'H:dltﬂrs

The Statutory Auditors of the Company

Board of Directors,/ Board

Board of Directors of the Company

B5E

B5E Limited

Capital or Share Capital

Share Capital of MAST

CDsL

Central Depository Services (India) Limited

Demerged Undertaking/ Steel Undertaking

Demerged Undertaking means the Steel
undertaking, business, activities and
operations of Manaksia Limited pertaining to
the Steel Undertaking on a going concern
basis and as described in detail in the
Scheme.

Designated Stock Exchange (“DSE")

The designated stock exchange for the listing
shall be National Stock Exchange of India
Limited

Depository

A body corporate registered under SEBI
(Depositories and Participant) Regulations,
1996

Depositories Act

The Depositories Act, 1956 and amendments
thereto

DP/ Depository Participant

Depository Participant as defined under the
Depositories Act

Effective Date

November 23, 2014

(the date on which the certified true copies
of the order of the Hon'ble Calcutta High
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Court under Section 391 and 394 of the Act
sanctioning the Scheme has been filed online
by the Company with Registrar of
Companies, West Bengal)

EGM

Extra-ordinary General Meeting

Eligible Shareholder(s)

Shall mean eligible holder(s) of Equity Shares
of Manaksia Limited as on the Record Date

Equity Share(s) or Share(s)

Fully paid up equity shares of MAST having
face value of Re. 1/- each unless otherwise
specified in the context thereof.

Financial Year/Fiscal/FY

Period of twelve months ended March 31 of
that particular year unless otherwise stated

GOI

Government of India

HUF

Hindu Undivided Family

Industrial Palicy

The Industrial Policy and guidelines issued
thereunder by the Ministry of Industry,
Government of India, from time to time

Indian GAAP Generally accepted accounting principles in
India

IT Act The Income Tax Act, 1961 and amendments
thereto

Memorandum/ Memorandum of | Memorandum of Association of MAST

Association/ MOA

MNRI(s) Non Resident Indian(s)

NSDL National Securities Depository Limited

NSE National Stock Exchange of India Limited

Record Date

December 5, 2014

ROC

Registrar of Companies, West Bengal

Rs./Rupees/INR/Re.

Rupees, being the lawful currency for the
time being of India




Scheme or Scheme of Arrangement or
Scheme of Arrangement of Demerger or
Demerger Scheme or Scheme of Demerger

Scheme of Arrangement under Section 391
to 394 of the Companies Act, 1956 amongst
Manaksia Limited and Manaksia Steels
Limited, Manaksia Industries Limited,
Manaksia Coated Metals & Industries
Limited and Manaksia Aluminium Company
Limited and their respective shareholders

SCRR Securities Contract Regulation (Rules), 1957,
as amended from time to time
SEBI Securities and Exchange Board of India

SEBI Act, 1992

Securities and Exchange Board of India Act,
1992 and amendments thereto

SEBI (ICDR) Regulations/ SEBI Regulations SEBI{lssue of Capital and Disclosure
Requirements) Regulations, 2009 as
amended from time to time

SICA Sick  Industrial Companies  (Special
Provisions) Act, 1985

Stock Exchange(s) Shall refer to the NSE and the BSE where the

Equity Shares of MAST are to be listed

Takeover Code

The SEBI (Substantial Acquisition of shares
and Takeover) 2011 and
amendments thereto

Regulations,

Wealth Tax Act

The Wealth Tax Act, 1957 and any

amendments thereto

General Industry Terms

Item Description

MT Metric Tonnes

MM Millimetres

MTPA Metric Tonnes Per Annum
TPA Tonnes Per Annum

KGS Kilograms




CERTAIN CONVENTIONS, USE OF MARKET DATA

Unless stated otherwise, the financial data in this Information Memorandum is derived from
our financial statements. The financial year commences from April 1 and ended on March
31 of each year, so all references to a particular fiscal year are to the twelve month period
ended March 31 of that year. In this Information Memorandum, any discrepancies in any
table between the total and the sums of the amounts listed are due to rounding off.

All references to “India” contained in this Information Memorandum are to the Republic of
India. All references to “Rupees” or “Rs.” or “INR” are to Indian Rupees, the official currency
of the Republic of India

For additional definitions, please see the section titled “Definitions, Abbreviations and
Industry Related Terms” of this Information Memorandum.

Unless stated otherwise, industry data used throughout this Information Memorandum has
been obtained from the published data and industry publications. Industry publications
generally state that the information contained in those publications has been obtained from
sources believed to be reliable but that their accuracy and completeness are not guaranteed
and their reliability cannot be assured. Although we believe that industry data used in this
Information Memorandum is reliable, it has not been independently verified.

The information included in this Information Memorandum about various other Companies
is based on their respective Annual Reports and information made available by the
respective companies,
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Forward Looking Statements

This Information Memorandum, includes statement which contain words or phrases such as
“will”, “would”, “aim”, “aimed”, "will likely result”, “is likely”, "are likely”, "believe”,
“expect”, “expected to”, “will continue”, “will achieve”, “anticipate”, “estimate”,
“estimating”, “intend”, “plan”, “contemplate”, “seek to”, “seeking to”, “trying to”, “target”,
“propose to”, “future “ , “objective”, “goal”, “project”, “should”, “can”, “could”, “may”,
“will pursue”, and similar expressions or variations of such expressions, that are “forward-

looking statements”.

All forward-looking statements are subject to risks, uncertainties and assumptions that
could cause actual results to differ materially from those contemplated by the relevant
forward-looking statement. All forward looking statements are subject to risks, uncertainties
and assumptions about us that could cause actual results and property valuations to differ
materially from those contemplated by the relevant statement.

Important factors that could cause actual results to differ materially from our expectations
include, among others:

* General economic and business conditions in India and other countries;

* Our ability to successfully implement our strategy, our growth and expansion plans and
technological changes;

* Changes in the value of the Rupee and other currency changes;

 Changes in Indian or international interest rates;

e Changes in laws and regulations in India;

* Changes in political conditions in India; and

= Changes in the foreign exchange control regulations in India.

For further discussion of factors that could cause our actual results to differ, see the section
titled “Risk Factors” of this Information Memorandum. By their nature, certain risk
disclosures are only estimates and could be materially different from what actually occurs in
the future. As a result, actual future gains or losses could materially differ from those that
have been estimated.

Additional factors that could cause actual results, performance or achievements to differ
materially include, but are not limited to, those discussed under “Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” “Industry” and “Business”.

We do not have any obligation to, and do not intend to, update or otherwise revise any
statements reflecting circumstances arising after the date hereof or to reflect the
occurrence of underlying events, even if the underlying assumptions do not come to
fruition.



SECTION Il = RISK FACTORS

An investment in Equity Shares involves a high degree of financial risk. You should carefully
consider all information in the Information Memorandum, including the risks described
below. These risks and uncertainties are not the only risks that we currently face. Additional
risks and uncertainties not presently known to us or that we currently believe to be
immaterial may also have a material adverse effect on our business, results of operations
and financial condition and the trading price of our Equity Shares could decline. If any of the
following risks, or other risks that are not currently known or are deemed immaterial,
actually occur, our business, results of operations and financial condition could suffer, the
price of Equity Shares could decline, and you may lose all or part of your investment.

Unless otherwise stated in the relevant risk factors set forth below, we are not in a position
to specify or guantify the financial or other implications of any of the risks mentioned herein.
The numbering of the risk factors has been done to facilitate ease of reading and reference
and does not in any manner indicate the importance of one risk over another. In making an
investment decision, prospective investors must rely on their own examination of our
Company and the terms of the Issue, including merits and risks involved.

INTERNAL RISKS

1. We do not have long term contracts with customers and typically operate on the
basis of purchase orders, which could negatively impact our revenues and profitability.

We do not have long term contracts with our customers and we operate on the basis of
purchase orders. Our business is dependent on the decisions and actions of our
customers based on factors beyond our control. Although we have cordial business
relations with our customers and have received continued business from them in the past,
but the above fact could adversely affect our revenues and profitability.

2. There are a number of legal proceedings in respect of steel undertaking transferred
from ML as per the Scheme and failure to defend these successfully may have a
significant effect on our business prospects, financial condition and results of

operations,

There are a number of legal proceedings outstanding in respect of steel undertaking
transferred from ML as per the Scheme. These proceedings are pending at different
levels of adjudication before various courts, tribunals, enquiry officers and appellate
tribunals.

We can give no assurance that these legal proceedings will be decided in our favour.
Should any new developments arise, such as a change in Indian law or rulings against us
by appellate courts or tribunals, we may be materially and adversely affected. We can
give no assurance that these legal proceedings will be decided in our favour. Any
adverse decision may have a significant effect on our business, prospects, financial
condition and results of operations.

There can be no assurance that further substantial litigation will not be brought against
us in the future. If we fail to successfully defend these or other claims, our business,
prospects, financial condition and results of operations could be adversely affected and the
same cannot be quantified.




The following table quantifies the amount of contingent liability pertaining to each
group of outstanding litigations as on 16" March, 2015:

Rs. In Lacs

f Litigations Amount

Service Tax cases 7.00

For further details please refer to the Chapter - OUTSTANDING LITIGATION AND MATERIAL
DEVELOPMENT of the Information Memorandum.

3. Our business is dependent on our manufacturing facilities. The loss of or
shutdown of operations at any of our manufacturing facilities may have a material
adverse effect on our business, financial condition and results of operations.

We currently conduct our operations from 2 manufacturing facilities in India. Our facilities
are subject to operating risks, such as the breakdown or failure of equipment, power
supply or processes, performance below expected levels of output or efficiency,
obsolescence, labour disputes, natural disasters, industrial accidents and the need to
comply with the directives of relevant government authorities. The occurrence of any of
these risks could significantly affect our operating results. The operations of our plants
can also be affected by natural disasters, Although, we take precautions to minimize the
risk of any significant operational problems at our facilities, our business, financial
condition and results of operations may be adversely affected by any disruption of
operations at our facilities.

4. If we are unable to obtain, maintain or renew our statutory and regulatory licenses,
permits and approvals required to operate our business it may materially and
adversely affect our business and operations.

In order to operate our various manufacturing facilities and offices, we are required to
obtain certain licenses, registrations or approvals under the applicable laws of the various
states in India in which our offices are located. If we are unable to obtain the requisite
licenses in a timely manner, or at all, our operations may be affected. Moreover, we may
be required to obtain, maintain and renew other statutory and regulatory licenses,
permits and approvals in connection with the operation of our business, which licenses,
permits and approvals may expire, pursuant to their terms, from time to time. We cannot
assure you that we will be successful in our ability to procure and maintain each of these
licenses, permits and approvals on a timely basis or at all. Any delay or absence of receipt
of such licenses, permits or approvals may expose us to regulatory actions against us
or significant costs and expenses or cause us to modify or cease our operations, which
may materially and adversely affect our business, financial condition and results of
operations and the same cannot be quantified.

5. Compliance with, and changes in, safety, health and environmental laws and
regulations may adversely affect our business, prospects, financial condition and
results of our operations.

We are subject to environmental laws and regulations, which govern the discharge,
emission, storage, handling and disposal of a variety of substances that may be used in or
result from the operations of our business. The scope and extent of new environmental
regulations, including their effect on our operations, cannot be E[E-'d.'l_t}sed. The costs and
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management time required to comply with these requirements could be significant. If we
fail to meet environmental requirements, we may also be subject to administrative, civil
and criminal proceedings by governmental authorities, as well as civil proceedings by
environmental groups and other individuals, which could result in substantial fines and
penalties against us as well as orders that could limit or halt our operations and could
include us being required to incur substantial clean up costs. Clean-up and remediation
costs, as well as damages, other liabilities and related litigation, could adversely affect
our business, prospects, financial condition and results of operations and the same cannot

be quantified.

6. Our success depends largely on our senior management and key personnel and our
ability to attract and retain them.

Our performance and success depends largely on our ability to nurture and retain
continued services and performance of the members of our management team and other
key employees. If we fail to hire and retain sufficient numbers of qualified personnel for
functions such as manufacturing and technical, finance, marketing and sales, operations
and research and development, our day-to-day operations, our ability to implement
strategy, operating results and financial condition could be adversely affected .

7. We have certain contingent liabilities which have not been provided for in the
financial statement and our financial condition and profitability could be adversely
affected if any of these contingent liabilities materialises.

Our total disputed liability (contingent liability as at 16" March, 2015was Rs. 7.00 Lac for
which provisions have not been made. If any of these contingent liabilities materialise, our
profitability may be adversely affected. The details of contingent liabilities not provided in
the financial statements are set out in a tabular form below:

Rs. In Lacs

Contingent Liabilities not provided for in respect of :

As at 16.03.2015

Service Tax demands 7.00

8. Our properyt at Haldia is not registered in our name.

In respect of our unit at Haldia there is a dispute regarding enhanced lease premium
amount with Haldia Development Authority (HDA), a State Government organisation, and
the matter is before Hon’ble Calcutta High Court. Although full payment as per claim by HDA
has been paid by us as per interim order of Hon'ble Calcutta High Court but until the matter
is not resolved registration of leasehold right in the land in our favour shall remain pending.

9. We have entered into, and will continue to enter into, related party transactions.

The company has entered into transactions with the related group companies, Whilst the
Company believes that all such transactions have been conducted on an "arm’s length
basis”, there can be no assurance that the Company could not have achieved more
favourable terms had such transactions not been entered into with related parties.
Furthermore, it is likely that the Company may enter into related party transactions in the




future. There can be no assurance that such transactions individually or in the aggregate,
will not have an adverse effect on the Company’s business and results of operations.

10. Our ability to pay dividends in the future will depend upon future earnings,
financial condition, cash flows, working capital requirements, capital expenditures and
}ender consents and there can be no assurance that we will be able to pay dividends in the
uture.

We currently intend to invest our future earnings, if any, to fund our growth. The amount of
our future dividend payments, if any, will depend upon our future earnings, financial
condition, cash flows, working capital requirements and capital expenditures.

11 Our failure to accurately forecast and manage inventory could result in an
unexpected shortfall and/or surplus of products, which could harm our business.

We monitor our inventory levels based on our own projections of future demand. Because
of the length of cycle of procurement of raw material to production, we must make
production decisions well in advance of sales. An inaccurate forecast of demand for any
product can result in the unavailability/surplus of raw material and/or products. The
unavailability of raw material and/or products during periods when demand is high, may
depress sales volumes and adversely affect customer relationships. Conversely, an
inaccurate forecast can also result in an over-supply of raw material and/or products, which
may increase costs, negatively impact cash flow, reduce the quality of inventory, erode
margins substantially and ultimately create write-offs of inventory. Any of the aforesaid
circumstances could have a material adverse effect on our business, results of operations
and financial condition..

12.  Under-utilisation of capacity may adversely affect our business, results of
operations and financial condition.

Use of production capacity is subject to several variables like availability of raw material,
power, water, proper working of machinery, orders on hand, etc. It cannot be assured that
we shall be able to utilize our existing manufacturing facilities to their full capacity or up to
an optimum capacity, and non-utilisation of the same may lead to loss of profits or can
resn.gt in losses, and may adversely affect our business, results of operations and financial
condition.

13.  If the Company is unable to adapt to technological changes, the Company’s
business could suffer.

Our Company has implemented the latest technology for our Plant. Our Company's future
success will depend in part on the company’s ability to respond to technological advances
and emerging industry standards and practices on a cost-effective and timely basis. The
development and implementation of such technology entails technical and business risks.
Our Company cannot assure that it will successfully implement new technologies effectively
or adapt the systems to emerging industry standards. If our Company is unable, for
technical, legal, financial or other reasons, to adapt in a timely manner to changing market
conditions, customer requirements or technological changes, our Company’s business,
financial performance and the trading price could be adversely affected,

14. We have significant working capital requirements.

Our business involves significant working capital. We meet our working capital requirements
through internal accruals and debt. Any shortfall in our internal accruals and our inability to
raise debt would result in us being unable to meet our working capital requirements, which
in turn will negatively affect our financial condition and results of operations.

|0



EXTERNAL RISK FACTORS
L A slowdown in economic growth in India could cause our business to suffer.

Most of our operations are located in India and our business operations and
performance are dependent on the overall economy, the gross domestic product
(“GDP”) growth rate and the economic cycle in India. The Indian economy could be
adversely affected by a number of factors. Any slowdown in the Indian economy or
volatility in global commodity prices, in particular oil, steel and aluminium prices, could
adversely affect the Indian economy. The Indian economy could also be adversely
affected by a general rise in interest rates. A slowdown in the Indian economy could
adversely affect our business and results of operations.

2, Political instability and significant changes in the Government’s policy on
liberalisation of the Indian economy and/or in the other economic and industrial
policies, statutory rules and regulations of the State and Central Governments of India
relating to economic, industrial or labour affairs or the political situation in India could
adversely affect our business.

The role of the Indian central and state governments in the Indian economy and their
effect on producers, consumers and regulators has remained significant over the years.
Since 1991, successive governments of India have pursued policies of economic
liberalisation, including significantly relaxing restrictions on the private sector, The current
Government has declared its intentions to announce policies and undertake initiatives for
the economic liberalisation policies.

However, there can be no assurance in this regard. The rate of economic liberalisation
could change, and laws and policies affecting our businesses, foreign investment and
other matters affecting investment in our securities could change as well. Any significant
change in liberalisation and deregulation policies could adversely affect business and
economic conditions in India generally and our business in particular.

Further, changes in the economic and industrial policies, statutory rules and regulations of
the state and central governments of India relating to economic, industrial or labour
affairs, including changes in licensing regulations, labour laws, interest rates, policy
relating to foreign investment, and taxation laws, or the political situation in India could
adversely affect our business.

3. Hostilities, terrorist attacks, civil unrest and other acts of violence could
adversely affect the financial markets and our business.

Terrorist attacks and other acts of violence or war may adversely affect the global equity
markets and economic growth. These acts may also result in a loss of business confidence,
make travel and other services more difficult and have other consequences that could
have an adverse effect on our business, results of operations and financial condition. In
addition, any deterioration in international relations may result in investor concern
regarding regional stability which could adversely affect the price of our Equity Shares. In
addition, India has witnessed localized civil disturbances in recent years. It is possible that
future civil unrest as well as other adverse social, economic or political events in India
could have an adverse impact on our business. Such incidents could also create an
increased perception that investment in Indian companies involves a higher degree of risk
and could have an adverse impact on our business and the market price of our Equity

Shares,
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4. The steel industry is cyclical in nature and factors affecting the demand for,
and production of, steel products affect our results of operations.

The steel industry is cyclical in nature, sensitive to general economic conditions and the
condition of certain other industries. Historically, the international market prices for steel
products have been volatile. Because most of our costs are fixed and we maintain an
inventory, an increasing price environment tends to be favourable to us, while the reverse
is true in a falling price environment. We may not be able to respond quickly to any
sudden decrease in steel prices and any significant fluctuation in international market
prices could adversely affect our business, financial condition and operating performance.

Further, over the past few years, the demand for value added steel products have
fluctuated and may fluctuate in the future. Unfavourable changes in the demand for our
products, due to changes in customer preferences, government policies and other factors
may adversely affect the steel industry and our business and results of operations.

5. Exchange rate fluctuations may adversely affect our financial performance.

Exports constitute a substantial portion of our revenue. We also import substantial
amount of raw materials for our manufacturing activities. We are therefore exposed to
exchange rate fluctuation risks. We enter into foreign forward contracts to hedge a
portion of our foreign exchange exposure in respect of our imports and exports. Adverse
movements in foreign exchange rates may adversely affect our results of operations and
financial conditions which cannot be quantified.

6. We are subject to various Indian taxes. Our profitability would decrease due
to any adverse change in general tax policies or if additional tax benefits were reduced
or withdrawn.

Taxes and other levies imposed by the central or state governments in India that affect
our industry include: (i) excise duty; (i) customs duty; (iii) income tax; (iv) value added
tax; (v) turnover tax;

(vi) service tax; and (vii) other new or special taxes and surcharges that may be
introduced on a permanent or temporary basis from time to time.

The central and state tax schemes in India are extensive and change from time to time.
Any adverse changes in any of the taxes levied bythe central or state governments may
adversely affect our competitive position and profitability.

r Conditions in the Indian securities market may affect the price or liquidity of the
Equity
Shares.

The Indian securities markets are smaller than securities markets in more developed
economies, Indian stock exchanges have in the past experienced substantial fluctuations
in the prices of listed securities. Further, the Indian stock exchanges have been
experienced volatility frequently. The Indian stock exchanges have also experienced
problems that have affected the market price and liquidity of the securities of Indian
companies, such as temporary exchange closures, broker defaults, settlement delays and
strikes by brokers. In addition, the governing bodies of the Indian stock exchanges have
from time to time restricted securities from trading, limited price movements and
restricted margin requirements. Further, disputes have occurred on occasion between
listed companies and the Indian stock exchanges and other regulatory bodies that, in
some cases, have had a negative effect on market sentiment. If similar problems occur
in the future, the market price and liquidity of the Equity Shares could be adversely
affected. T
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8. Any downgrading of India’s debt rating by an independent agency may harm
our ability to raise debt financing.

Any adverse revisions to India's credit ratings for domestic and international debt by
international rating agencies may adversely affect our ability to raise additional financing
and the interest rates and other commercial terms at which such additional financing is
available. This could have a material adverse effect on our capital expenditure plans,
business and financial performance and the price of our Equity Shares.

9. The market price of our Equity Shares may be volatile and an active trading
market for our Equity Shares may not develop.

The prices at which our Equity Shares will trade after allotment as per the Scheme may be
influenced by many factors, some of which are beyond our control, including volatility in
the Indian and global securities markets; our results of operations and performance; the
state of the Indian economy, significant developments in the Indian economic
liberalization and changes in Indian laws and regulations; the history of, and the prospects
for, us and the industry in which we compete; an assessment of our management, our
past and present operations, and the prospects for, and timing of, our future revenues
and cost structures; and the valuation of and general market sentiment regarding publicly
traded companies that are engaged in business activities similar to ours.

We cannot assure you that an active or liquid public market for our Equity Shares will
develop or be sustained if developed. You may not be able to sell your Equity Shares, as
a result, you may lose all or part of your investment.

10. We are subject to risks arising from interest rate fluctuations, which could
adversely affect our business, financial condition and results of operations.

Changes in interest rates could significantly affect our financial condition and results of
operations. If the interest rates for our existing or future borrowings increase significantly,
our cost of servicing such debt will increase. This may adversely impact our results of
operations, planned capital expenditures and cash flows.
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SECTION = 11l INTRODUCTION
Summary of the Industry

Overview of the Indian Economy

The Republic of India, located in South Asia, is the seventh largest country in the world by
area, The population of over 1.2 billion makes it the second most populous country in the
world as well as the largest democracy. India's economy is the third largest by purchasing
power parity (PPP) and eleventh largest by nominal gross domestic product (GDP), globally.

Due to its rapid growth, especially over the last decade, India is considered an industrialised
nation.

The Indian economy continues to grow at a good pace and holds a strong position on the
global map.

The country’s gross domestic product (GDP) has been growing at an average rate of 8.5% for
the last five years.

Steel is the barometer of economic development of a country. Steel demand in the world
stems from growth and development of the sectors that are end users of steel such as
manufacturing, housing, infrastructure, automobile etc. All these sectors are presently on
an uptrend and will continue to be so, in the foreseeable future.

Total crude steel production for the 65 countries reporting to the World Steel Association in
2013 was estimated to be 1606 million tonnes, an increase of 3% on 2012,

The Indian scenario

The Indian steel industry has entered into a new development stage from 2007-08, riding
high on the resurgent economy and rising demand for steel.

Rapid rise in production has resulted in India becoming the 4th largest producer of crude
steel and the largest producer of sponge iron or DRI in the world,

As per the report of the Working Group on Steel for the 12th Plan, there exist many factors
which carry the potential of raising the per capita steel consumption in the country, currently
at 58kgs. These include among others, an estimated infrastructure investment of nearly a
trillion dollars, a projected growth of manufacturing from current 8% to 11-12%, increase in
urban population to 600 million by 2030 from the current level of 400 million, emergence of
the rural market for steel currently consuming around 10kgs per annum buoyed by
development projects.

At the time of its release, the National Steel Policy 2005 had envisaged steel production to
reach 110 million tonnes by 2019-20. However, based on the assessment of the current
ongoing projects, both in greenfield and brownfield, the Working Group on Steel for the 12
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th Plan has projected that the crude steel steel capacity in the county is likely to be 104 mt by
2016-17 and has the potential to reaching higher levels if all requirements are adequately
met,

The National Steel Policy 2005 is currently being reviewed keeping in mind the rapid
developments in the domestic steel industry (both on the supply and demand sides) as well
as the stable growth of the Indian economy since the release of the Policy in 2005.
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Summary of Our Business

Our Company was incorporated on June 07, 2001 in the State of Meghalaya, under the
Companies Act, 1956 as a public limited company. The company shifted its registered office
from the State of Meghalaya to the State of West Bengal through the order of Hon'ble
Company Law Board, Kolkata Bench vide their order dated July 28, 2009. The said certificate
of Registration of Company Law Board order for Change in State was registered with the
Registrar of Companies, West Bengal on September 09, 2009.

Our Company’s current business is resultant of de-merger of Steel Undertaking of Manaksia
Limited pursuant to the Scheme,

Manaksia Steels Limited is gearing itself to cater to the increasing global demands of the rural
housing and infrastructure sectors.

Manaksia Steels Limited manufactures and sells value added steel products comprising of
Cold rolled sheets used in interior and exterior panels of automobiles, buses and commercial
vehicles, Galvanised Corrugated Sheets which find use in the housing sector and factory
sheds, Galvanised Plain Sheets, used in the manufacture of containers and water tanks and
pre-painted colour coated steel sheets used in the white goods and construction sectors.

Our Products

Our business can be categorized as below:

e Cold Rolled Steel Coils & Sheets - 120,000 MTPA
* Galvanised Coils & Sheets - 90,000 MTPA
* Color Coated (Prepainted) Coils & Sheets - 48,000 MTPA

A 120,000 MTPA steel cold rolling plant was set up at Haldia in 2008, as the Steel
undertaking of Manaksia Limited for the manufacture of Cold Rolled Coils and Sheets which
has been transferred to our Company. The plant is located at Village and P.O.
Bhuyanraichak, Haldia.

A 30,000 MTPA galvanized steel plant at Bankura which was set up in 2002 as the Steel
undertaking of Manaksia Limited at Plot No. 471, Birsinghapur, P.S. Barjora, Bankura 722
202 which has been transferred to our Company

A galvanized steel plant with a capacity of 60,000 MTPA was also set up at Village
Bhuyanraichak, Haldia as the Steel undertaking of Manaksia Limited in February 2012 which
has been transferred to our Company.
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A colour coating line for the manufacture of pre-painted steel sheets was set up at Haldia in
2014 as the Steel undertaking of Manaksia Limited which has been transferred to our

Company.

Electric power for both our Bankura and Haldia plants are supplied by West Bengal State
Electricity Development Corporation Limited.

Both the plants have locational advantage of road, rail and nearby seaport facilities along
with abundant skilled and unskilled labour.
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Summury of Financial Information

Balance Sheet
Particulars 2011-12 2012-13 2013-14
I. EQUITY AND LIABILITIES
Shareholders’ Funds
(a) Share capital 5.00 5.00 5.00
(b} Share suspense account - - 655.34
(c) Reserves and surplus (3.56) (3.99) 13,390.28
1.44 1.01 14,050.62
Non-current liabilities
{a) Deferred tax liabilities (net) - B62.37
(b) Long term provisions - 57.74
- 920.11
Current liabilities
(a) Short term borrowings - - 12,807.14
(b) Trade payables - - 4,967.29
(c) Other current liabilities 0.07 0.07 1,040.27
(d) Short term provisions - - 211.74
0.07 0.07 19,026.44
TOTAL 1.51 1.08 33,997.17
II. ASSETS
Non current assets
(a) Fixed assets
Tangible assets - - 7,280,858
Capital work-in-progress - - 240.73
{b) Long term loans and advances - - 31.81
- - 7,559.42
Current assets
(a) Inventories - - 13,290,604
(b} Trade receivables - - 7.546.53
(¢) Cash and Cash equivalents 151 1.08 1,504.59
(d) Short term loans and advances - - 4,095,99
1.51 1.08 26/437.75

TOTAL 1.51 1.08 33,997.17




111,

IV,

VI.

Profit & Loss Account

Particulars 2011-12 2012-13 2013-14
Income

Revenue from operations - - 21,251.38

Other income - - 494,28
Total revenue - - 21,745.66
Expenses

Cost of materials consumed - - 17,058.46

(including trading goods)

Changes in Inventories of finished goods, Work-in-

progress and stock-in-trade ) ) A58,

Employee benefits expense - - 339.20

Finance costs - 638.78

Depreciation and amortization expense - 192.97

Other expenses 1.74 0.43 3,131.37
Total Expenses 1.74 0.43 20,202.43
Profit before tax {1.74) (0.43) 1,543.23
Tax expenses

Current tax - - 495,00

Deferred tax - - (3.90)
Total tax expenses - - 491.10
Profit for the year {1.74) (0.43) 1,052.13
Basic and diluted Earnings per equity share of face
value of Rs, 1/- each Rs. (3.49) Rs. (0.09) Rs. 3.16
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Cash Flow Statement (Re in Lacs)
PARTICULARS 2011-12 201213 2013-14
A CASH FLOW FROM OPERATING ACTIVITIES:
Net Profit before Tax : {0.10) (0.43) 1,543,23
Adjustment for:
Depreciation/ Amortisation - - 192.97
Finance Cost & Interest (Net) - - 635.40
Dividend from Mubual Fund - - {4.00)
Dividend from Subsidiary Company
Operating Profit before Working Capital Changes {0.10) {0.43) 2,367.60
Adjustment for:
(Increase) / Decrease in Trade Receivables - - 549.72
{Increase)/ Decrease in Other Receivables - - 6,326.41
{Increase)/ Decrease in Inventories - - (7.099.34)
Increase/ {Decrease) in Trade Payables - - {10,923.14)
Increase/ (Decrease) in Other Payables - . {550.89)
Cash Generated from Operations (0.10) (0.43) 19.329.64)
Direct Taxes Paid - - (322.27)
Cash Flow before Prior Period & Exceptional items {0.10) (0.43) {9,651.91)
Prior Period & Exceptional lbems (MNet) - . -
Net Cash Flow from Operating Activities (0.70) 0.43) (9,651.91)
B:|CASH FLOW FROM INVESTING ACTI s
Purchase of Fixed Assets and change in Capital work in progress - - (128.76)
{Including Capital Work in Progress and capital advances)
Loan Given - - (GO0L00)
Interest Received - - 358
Dividend Received from Mutual Fund - - 4.00
Dividend from Subsidiary Company - = -
Net Cash Flow fromy({Used in) Investing Activities - - (721.38)
CCASH FLOW FROM FINANCING ACTIVITIES:
{Repayment of )/ Proceeds from Short Term Borrowings (Net) : = 12,492.99
Interest etc. Paid . £ (624.02)
Net Cash Flow From/{Used in ) Financing Activities - - 11,869.97
D:{Net Increase/{Decrease) in Cash and Cash Equivalents {0.10) (0.43) 1,496.68
Cash and Cash Equivalents as at 1st April 1.61 1.51 1.08
Cash Taken over on Demerger - - 6.52
Cash and Cash Equivalents as at 31st March 1.51 1.08 1,504.58
Note:

Pursuant to sanctioned Scheme of Arrangement (Scheme) Steel undertaking of Manaksia Ltd. has demerger into our Company on a
going-concern basis w.e.l. appointed date i.e. 1st October 2013, Hence, aforesaid figures for Year ended 31.03.2014 includes working
resulls of the aforesaid undertaking for the period of 1st October 2013 to 31st March 2014 i.e. 6 Months, while corresponding previous
year figures do not include any such working results of the aforesaid undertaking and as such these figures are not comparable.




GENERAL INFORMATION

Our Company was incorporated on June 07, 2001 in the State of Meghalaya, under the
Companies Act, 1956 as a public limited company. The company shifted its registered office
from the State of Meghalaya to the State of West Bengal through the order of Hon'ble
Company Law Board, Kolkata Bench vide their order dated July 28, 2009. The said certificate
of Registration of Company Law Board order for Change in State was registered with the
Registrar of Companies, West Bengal on September 09, 2009.

Registered and Corporate Office of the Company

Manaksia Steels Limited

Bikaner Building, 8/1, Lal Bazar Street,

3" Floor, Kolkata — 700 001

West Bengal, India.

Tel: +91 033 2231 0050

Fax: +91-33-2230 0336

Contact Person : Ajay Sharma — Company Secretary & Compliance Officer
Website : www.manaksia.com

Email : investorrelmsl@manaksia.com

Address of Registrar of Companies, West Bengal

Nizam Palace, 2nd MSO Building
2nd Floor, 234/4, A J C Bose road
Kolkata — 700 020

Board of Directors:

Sl. Name of the Designation DIN
No. Director
1 | Ajay Kumar Non Executive — Independent Director cum 00133604
Chakraborty Chairman
2 Dr Kali Kumar Non Executive — Independent Director 00206157
Chaudhuri
2 Mrinal Kanti Pal Non Executive Director 00867865
3 Smita Khaitan Non Executive — Woman Independent Director 01116869
5 Suresh Kumar Managing Director — Non Independent Promoter 00520769
Agrawal Director
6 Varun Agrawal Whole Time Director — Non Independent 00441271
Promoter Director
FoTERN
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sl Name of the Designation DIN
No. Director

7 Vineet Agrawal Non Executive Promoter Director 00441223

Authority of Listing

The Hon'ble Calcutta High Court, vide its order dated March 24, 2014 (certified copy
received by the Company on November 19, 2014), has approved the Scheme of
Arrangement between Manaksia Limited and Manaksia Steels Limited, Manaksia Industries
Limited, Manaksia Coated Metals & Industries Limited and Manaksia Aluminium Company Limited
and their respective shareholders for demerger and transfer of undertakings of Manaksia Limited
(transferor company) into the 4 (Four) Transferee Companies viz. Manaksia Steels Limited,
Manaksia Industries Limited, Manaksia Coated Metals & Industries Limited and Manaksia
Aluminium Company Limited under Sections 391 to 394 of the Companies Act, 1956, For more
details relating to the scheme of arrangement and demerger please refer to the Section
titled "Scheme of Arrangement" of this Information Memorandum. In accordance with the
said scheme, the Equity Shares of the Company issued pursuant to the Scheme shall be
listed and admitted to trading on NSE and BSE. Such listing and admission for trading is not
automatic and is subject to fulfillment by the Company of criteria of NSE and BSE and also
subject to such other terms and conditions as prescribed by NSE and BSE at the time of
application by the Company seeking listing. The Company has received in-principle
approvals from NSE and BSE in relation to listing of equity shares issued pursuant to the
Scheme of Arrangement vide their letters dated 23" February 2015 and 11" March,
2015respectively.

Eligibility Criterion

There being no initial public offering or rights issue, the eligibility criteria in terms of Chapter
Il of SEBI (ICDR) Regulations 2009 do not become applicable. However, SEBI has vide its
circular SEBI/CIR/CFD/DIL/5/2013 dated February 4, 2013 read with circular no.
CIR/CFD/DIL/8/2013 dated May 21, 2013, has subject to certain conditions permitted
unlisted issuer companies to make an application for relaxing from the strict enforcement of
Rule 19 (2) (b) of SCRR, as amended. The Company has submitted its Information
Memorandum, containing information about itself, making disclosure in line with the
disclosure requirement for public issues, as applicable to NSE and BSE for making the said
Information Memorandum available to public through their websites viz. www.nseindia.com
and www.bseindia.com. The Company has made the said Information Memorandum
available on its website viz www.manaksia.com. The Company will publish an advertisement
in the news papers containing its details in line with the details required as per the above
mentioned circular. The advertisement will draw specific reference to the availability of this
Information Memorandum on its website.
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Prohibition by SEBI

The Company, its directors, its promoter, other companies promoted by the promoter and
companies with which the Company’'s directors are associated as directors have not been
prohibited from accessing the capital market under any order or direction passed by SEBI.

General Disclaimer from the Company

The Company accepts no responsibility for statements made otherwise than in the
Information Memorandum or in the advertisements published in terms of SEBI Circular
SEBI/CFD/DIL/5/2013 dated February 4, 2013 or any other material issued by or at the
instance of the Company and anyone placing reliance on any other source of information
would be doing so at his or her own risk. All information shall be made available by the
Company to the public and investors at large and no selective or additional information
would be available for a section of the investors in any manner.

Statutory Auditors

S K Agrawal & Company, Chartered Accountants
The Chambers

Suite No.608

1865, Rajdanga Main Road

kKasba

Kolkata-700107

Bankers to the Company
State Bank of India

Commercial Branch
24, Park Street
Kolkata 700 016

Allahabad Bank
Industrial Finance Branch
17, R N Mukherjee Road
Kolkata 700001

Bank of Baroda
4, India Exchange Place
Kolkata 700001

Standard Chartered Bank
19, N. S .Road,
Kolkata 700001
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Yes Bank
Stephen House, 4 B B D Bag (East)
Kolkata — 700 001

Registrar and Transfer Agents

Link Intime India Private Limited
59C, Chowringhee Road

Kolkata — 700 020

Phone No: +91 33 22890540

Fax: +91 33 22890539

Contact Person: Ms. Binita Pandey
Email: kolkata@linkintime.co.in
Website: www.linkintime.co.in
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Capital Structure

Post issue and allotment of equity shares pursuant to the Composite Scheme, the share
capital of our Company as at the date of this Information Memorandum is set forth below:

Share Capital Rs.
Authorised Capital
7,50,00,000 Equity Shares of Re. 1/- each 7,50,00,000

Issued, Subscribed and Paid-up Capital*

5,00,000 Equity Shares of Re. 1/- each 5,00,000

Number of Equity Shares issued as per scheme of arrangement approved
by the Hon’ble Calcutta High Court

6,55,34,050 Equity Shares of Re. 1/- each

6,55,34,050
Equity Share Capital after implementation of the Scheme*
6,55,34,050 Equity Shares of Re. 1/- each 6,55,34,050
Securities Premium Account
Before the Composite Scheme 0.00
After the Compaosite Scheme 46,73,93,291

* As per para 5.4 of the Scheme of Arrangement as approved by the Hon'ble Calcutta High
Court upon allotment of shares by MAST to the shareholders of Manaksia Limited under
this Scheme, the entire shares held by Manaksia Limited in MAST stands cancelled.

Details of Changes in Authorised Share Capital

Date No. of Shares Face Value (Rs.) | Authorised Particulars
Capital (Rs.)

On 10,00,000 10/- 1,00,00,000 On
Incorporation Incorporation
December 03, | 1,00,00,000 1/- 1,00,00,000 Sub-division of
2012 Authorised

Capital of the
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company from
10,00,000
equity shares of
Rs. 10/- each to
1,00,00,000
equity shares of
Re. 1/- each by
passing of
resolution at
shareholders

meeting
September 10, | 7,50,00,000 1/- 7,50,00,000 Increase of
2014 Authorised

Capital by

passing of

resolution at
shareholders
meeting held on
September 10,
2014

Notes to the Capital Structure:

1) Details of Capital Structure of the company since inception are as follows:

Date of | No. of | Cumulative | Face Issue Curmnulative | Nature of | Consideration
Allotrment shares MNo. of | Value Price Pajd-up allotment/
Shares {Re.) (Re.) Capital (Rs.] | Remarks
On 50,000 50,000 10/- 10/- 5,00,000 Subscription Cash
incorporation to the
Memorandum
of Assoclation
December 03, | 5,00,000 5,00,000 1/- 1/- 5,00,000* Sub-division of | Sub-division of
2012 50,000 equity | 50,000 equity
shares of Rs. | shares of Rs.
10/- each into | 10/- each into
5,000,000 5,00,000
equity shares | equity shares
of Re. 1/-each | of Re. 1/- each
December 8, | 6,55,34,050 | G,55,34,050 | 1/- 1/- 5,55,34.050 Issued Pursuant to
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2014 pursuant  to | Demerger
Scheme of
Arrangement

*As per para 5.4 of the Scheme of Arrangement as approved by the Hon’ble Calcutta High
Court upon allotment of shares by MAST to the shareholders of Manaksia Limited under
this Scheme, the entire shares held by Manaksia Limited in MAST stands cancelled.

2) Promoters of the Company, their relatives and associates, and their Directors have not
purchased or sold or financed, directly or indirectly, any equity shares from the date of
approval of the scheme by the High Court till the date of submission of this Information
Memorandum. As per para 5.4 of the Scheme of Arrangement as approved by the Hon’ble
Calcutta High Court upon allotment of shares by MAST to the shareholders of Manaksia
Limited under this Scheme, the entire shares held by Manaksia Limited in MAST stands
cancelled.

3) Shareholding pattern of the Company before and after the Scheme of Arrangement :

¢ Shareholding pattern before the scheme:

The entire equity capital consisting of 5,00,000 equity shares is held by the constituents
of Promoters and Promoters Group. In the case of shares held by individuals, the
beneficial interest in shares is held by Manaksia Limited (Promoter).

Cate Category of shareholder(ll) Number Total Number of | Total shareholding as | Shares pledged
gory of number of shares a percentage of total or otherwise
code shareho | shares (IV) held in number of shares encumbered
1] Iders dematerial
l“ﬂ' ized form Asa Numb Asa
(v) Asa | percentag | erof | perce
percent eof shares | ntage
age of {A+B+C) (v (Ix) =
(A+B) (v (vinfi
v vi*
100
() reholding of Promoter
Promoter Group
1 Indian
Individuals/ Hindu Undivided
) | eamily 6 s 0.01 A 5
{c) | Bodies Corporate 1 499,940 99:99 90,00
Sub-Total (A)(1)
7 500,000 - 100.00 100.00
2 Forelgn 5 =
Sub-Total (A)(2)
Total Shareholding of
Promoter and Promoter Group
7 500,000 100.00 100.00
(A)= (AN1)+{ANZ)
(B) | Public shareholding
il = NA MA&
x s .HT Fh 3
AN
d.{ Kolkata) = I|
B, L) 2%
N>



I GRAND TOTAL [A)+(B)

7 ’ 500,000 |

- ‘ 100.000 | 100.000 |

0.00 ‘ 0.00 1

# Shareholding pattern after the Scheme

Cate-

gory
code

(1

Category of
shareholder{ll)

Number
of
sharehol
ders (1)

Total
number of
shares

()

Number of
shares
held in

dematerial

ized form
(V)

Total shareholding
as a percentage of
total number of
shares

Shares pledged or
otherwise encumbered

Asa
percenta
ge of
(A+B)

Asa
percenta
ge of
(A+B+C)
(v

Number
of shares

Asa
percentage
(IX) =
(vinfivy*
100

(A)

Shareholding o moter

and Promoter Group

Indian

Individuals/ Hindu

Undivided Family

20

412,55,340

412,55,340

62.953

62.953

Central Government;
State Government(s)

Bodies Corporate

(d)

Financial Institutions/

Banks

(e)

Any Other (specify) Person
acting in concern

Sub-Total (A)(1)

20

412,55,940

412,55,940

62.953

62.953

Foreign

(a)

Individuals (Non-Resident
Individuals/ Fareign
Individuals)

(b}

Bodies Corporate

(c)

Institutions

(d)

Qualified Foreign Investors

(e)

Any Other (specify)

Sub-Total (A)(2)

Total Shareholding of
Promoter and Promoter
Group (A)= (A){1)+{A)(2)

20

412,55,940

412,55,940

62.953

62.953

(B)

Public shareholding

MNA

A

Institutions

MNA

Ma
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(a)

Mutual Funds/ UTI

(b)

Financial Institutions/

Banks

19,208

19,208

0.030

0.030

Central Government/
State Government(s)

(d)

insurance Companies

{e)

Fils

62,290

62,290

0.094

0.0584

(f)

CQualified Foreign Investors

Foreign Venture Capital

(e)

Any Other (specify)

Sub-Total (B)(1)

81,498

81,458

0.124

0.124

Non-institutions

NA

(a)

Bodies Corporate

407

173,30,040

173,230,040

26,444

26.444

(b}

Individuals

i. Individual shareholders
holding nominal share
capital up to Rs. 1 lakh.

26,542

55,54,691

55,53,378

8.476

8.476

il. Individual shareholders
holding nominal share
capital in excess of Rs. 1
lakh.

12,158,000

12,19,000

1.860

1.860

{c)

Any Other (Specify)

1.Clearing Member

85

46,784

46,784

0.071

0.071

2. NRis

128

32,839

32,839

0.050

0.050

3. NRN

35

13.: 253

13,258

0.020

0.020

Sub-Total (B)(2)

27,205

241,896,612

241,95,2599

36.922

36.922

Total Public Shareholding
(B)= (B)(1)+(B)(2)

27,213

242,778,110

242,756,797

37.047

37.047

NA

MNA

TOTAL (A)+(B)

27,233

655,34,050

655,32,737

100.000

100.000

0.00

0.00

(c)

Shares held by Custodians
and against  which
Depository Receipts have
been issued

MA

MA

1 Promoter & Promoter
Group

2 Public

GRAND TOTAL
(A)+{B)+(C)

27,233

655,34,050

655,32,737

0.00

0.00
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4) Details of shareholding of Promoters and Promoters Group as on the date of this
Information Memorandum is as under :

Name of Shareholder Shareholding | No. of | Total no. | % of
before the | Shares of Shares holding
Scheme allotted Post
under the Scheme
Scheme
Promoters and Promoters Group
BASUDED AGRAWAL - 9500115 9500115 14.50
SURESH KUMAR AGRAWAL - 5402740 5402740 14.35
MAHABIR PRASAD AGRAWAL 5448245 5448245 8.31
VARUMN AGRAWAL 2766930 2766930 4.22
VIMEET AGRAWAL 2416245 2416245 3.69
KARAN AGARWAL 1797185 1797185 2.74
SUNIL KUMAR AGRAWAL - 1616060 1616060 2.47
ANIRUDHA AGRAWAL - 1374560 1374560 2.10
SHOBHA DEVI AGRAWAL -~ 1305560 1305560 1.99
CHANDRAKALA AGRAWAL - 1244810 1244810 1.90
SUSHIL KUMAR AGRAWAL 852875 852875 1.30
SHAILAJA AGRAWAL - 497810 497810 0.76
MANIU AGRAWAL 487125 487125 0.74
KANTA DEVI AGRAWAL 482060 482060 0.74
BASUDEQC AGRAWAL(HUF) 464060 464060 0.71
MAHABIR PRASAD AGRAWAL[HUF) -- 464060 464060 0.71
SUNIL KUMAR AGRAWAL(HUE) = 393750 393750 0.60
SUSHIL KUMAR AGRAWAL(HUF) - 338250 338250 0.52
SURESH KUMAR AGRAWAL(HUF) - 337500 337500 0.51
ANURADHA AGRAWAL 66000 66000 0.10
Total Promoter & Promoter - 41255940 | 41255940 62.95

Group

5) None of the Equity Shares in MAST are pledged.

6) The list of top 10 shareholders of the Company and the number of Equity Shares held
by them as on the date of this Information Memorandum:




sl Mame of the Shareholders No. of | % of
Mo. shares Issued
Capital

1| BASUDEO AGRAWAL 9500115 14.4965

2 | SURESH KUMAR AGRAWAL 8402740 14.3479

3| MAHABIR PRASAD AGRAWAL 5448245 8.3136

4 | ACCOLADE TRADERS PVT.LTD, 3264875 4.9820

5| VARUN AGRAWAL 2766830 4,2221

6| VINEET AGRAWAL 2416245 3.6870

7 | KALITARA GLASS MOULDING WORKS PVT. LTD. 1913658 2.9201

8 | ATTRACTIVE VINIMAY PRIVATE LIMITED 1816250 2.7715

9| KARAN AGRAWAL 1797185 2.7424

10 | SUNIL KUMAR AGRAWAL 1616060 24660

7) As on the date of this Information Memorandum, there are no outstanding warrants,
options or rights to convert debentures, loans or other instruments into Equity Shares.

8) The Company, its directors, its promoters have not entered into any buy-back,
standby or similar arrangements to purchase equity shares of the Company from any
person.

9) There will be no further issue of capital whether by way of issue of bonus shares,
preferential allotment, rights issue or in any other manner during the period
commencing from the date of approval of the Scheme by the High Court till listing of
the Equity Shares at the designated stock exchange allotted as per the Scheme.

10) There shall be only one denomination for the Equity Shares of the Company, subject
to applicable regulations and Company shall comply with such disclosure and
accounting norms specified by SEBI, from time to time.
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Scheme of Arrangement
Rationale as provided in the Scheme:

The Transferor Company is a multi-activity company and such activities and business
are being carried on by it directly and through its subsidiaries in following
undertakings:-

I Aluminium Undertaking having factories and establishments in the districts of
Purba Medinipur and Bankura, both in the State of West Bengal and warehouses in
the States of Andhra Pradesh, Kerala and Karnataka.

Il. Steel Undertaking having factories and establishments in the Districts of Purba
Medinipur and Bankura, both in the State of West Bengal.

ll. Coated Metal Undertaking having factories and establishments in the district of
Kutch in the State of Gujarat.

IV. Mosquito Coil Undertaking having factories and establishments at the district of
Raisen in the State of Madhya Pradesh, in the District of Medak in the State of
Andhra Pradesh, in the district of Kamrup in the State of Assam and in the District
of Bankura in the State of West Bengal

V. Packaging Undertaking having factories and establishments at various locations in
the States of West Bengal, Andhra Pradesh, Madhya Pradesh and also at Silvassa in
the U. T. of Dadra & Nagar Haveli and Regional Offices at Mumbai, Bangalore,
Chennai and New Delhi.

VI. Residual Undertaking wherein the Transferor Company carries on its remaining
business and activities.

The Transferor Company with such diversified business and multi-activities has not
been able to fully exploit the potential and business opportunities of all such business
and for fully exploiting the potential and vast opportunities of growth of all such
business, it has been felt that the Aluminium Undertaking, Steel Undertaking, Coated
Metal & Mosquito Coil Undertakings and Packaging Undertaking be demerged into
separate companies so that each company is able to focus and concentrate and fully
exploit the vast opportunities for growth and development of such business and, at the
same time, enable the Transferor Company to focus and concentrate in its remaining
business for its proper growth and development.

With that end in view, the Transferor Company has formed MALCO, MAST, MACMIL
and MAIL initially as its wholly owned subsidiaries for demerging Aluminium
Undertaking in MALCO, Steel Undertaking in MAST, Coated Metal undertaking and
Mosquito Coil Undertaking in MACMIL and Packaging Undertaking in MAIL and,
consequent upon demerger, each of the Resulting Companies shall issue shares to the
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shareholder of the Transferor Company, by virtue of his shareholding in the Transferor
Company, is issued and allotted, shares in each of the Resulting Company without any
further application.

Details of the Scheme:
The salient features of the Scheme are as follows:

(a) Demerger of four Undertakings of the Transferor Company to the four Transferee
Companies shall take place with effect from the Appointed Date i.e. 1% day of October
2013 or such other date as may be approved by the Hon’ble High Court.

(b)  Such demerger shall become effective from the Effective Date. The Effective Date has
been defined in Clause 1.16 of the Scheme to mean the last date of compliance of the
following:-

(i) The order of the Hon’ble High Court sanctioning the Scheme and transfer and
vesting of assets and liabilities under Sections 391 to 394 of the Act is filed in the
office of the Registrar of Companies, West Bengal by the Transferor Company
and all the four Transferee Companies :

(ii) ~ The Transferor Company registering the order and the minutes of the Hon'ble
High Court confirming reduction in Share Premium Reserve of the Transferor
Company with the Registrar of Companies, West Bengal ;

{c)  Upon the Scheme becoming effective, the Demerged Undertakings shall be demerged
and transferred to the concerned Transferee Company in accordance with Section
2(19AA) of the Income Tax Act, 1961 as going concerns but subject to all charges,
liens, mortgages, lispendens and consequently rights of the creditors of the Transferor
Company are not in any way affected or prejudiced by the Scheme.

(d) Such demerger shall be carried out in accordance with the provisions contained in
Section 2(19AA) of the Income Tax Act, 1961.

(e}  All employees of the Transferor Company relating to Demerged Undertakings shall
become the employees of the concerned Transferee Company without interruption in
service and on terms no less favourable to them than those applicable as employees
of the Transferor Company and consequently the rights of the employees of the
Transferor Company are not be prejudiced in any manner.

(f)  After the Scheme becomes effective and in consideration of demerger, each of the
four Transferee Companies shall issue and allot shares to the every shareholder of the
Transferor Company on the Record Date one equity share of Re. 1/- fully paid up for
every one equity share of nominal value of Rs.2/- fully paid up held by him in the
Transferor Company.
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(8)

(h)

(i)

(k)

Simultaneously upon allotment of shares by the Transferee Companies to the
shareholders of the Transferor Company, the entire shares held by the Transferor
Company in the Transferee Company shall stand cancelled and consequently on the
date of issue and allotment of shares the shareholding pattern of the Transferor
Company and the four Transferee Companies shall be identical.

The Scheme contains suitable provisions for issue of new shares in dematerialised
form or physical form.

The shares of the Transferor Company being listed at National Stock Exchange of India
Limited (“NSE”)and Bombay Stock Exchange Limited (“BSE”) (herein after referred to
as Stock Exchanges), the Transferee Companies shall file applications before the said
two Stock Exchanges for listing of the new shares to be issued and allotted by them
under the Scheme.

Subsequent to listing of the new shares of the four Transferee Companies, the
promoters shall mutually exchange the Promoters’ holding in the Transferor Company
and the Transferee Companies so that the entire promoters’ shareholding in the
Transferor Company and the Transferee Companies are owned and held by the
promoters group running and managing the Transferor Company and the concerned
Transferee Company in the manner stated below and mentioned in Clause 6.3 of the
Scheme and such transfers between the promoters inter se do not in any way
prejudice or affect the rights of the public shareholders of the Transferor Company.

Promoters Group. Entire Promoters Shareholding
to be owned and held in the
undermentioned companies.

(a) Jointly by Transferor Company
MP Agrawal Group,

BD Agrawal Group and

SK Agrawal Group

(b)lointly by MALCO
M P Agrawal Group and
B D Agrawal Group.

(c)S K Agrawal Group MAST
(d)M P Agrawal Group MACMIL
(e)B K Agrawal Group MAIL

The demerger does not involve reduction in share capital of the Transferor Company.
However, the demerger involves reduction in the Securities Premium Reserve of the
Transferor Company and, accordingly, the Transferor Company shall take appropriate

step for such reduction under Sections 100 to 103 read with Section 78 of the Act.




Approvals with respect to the Scheme of Arrangement

The Hon’ble Calcutta High Court vide its Order dated March 24, 2014 has sanctioned the
Scheme of Arrangement has approved the Scheme of Arrangement between Manaksia
Limited and Manaksia Steels Limited, Manaksia Industries Limited, Manaksia Coated Metals &
Industries Limited and Manaksia Aluminium Company Limited and their respective shareholders
for demerger and transfer of undertakings of Manaksia Limited (transferor company) into the 4
(Four) Transferee Companies viz. Manaksia Steels Limited, Manaksia Industries Limited, Manaksia
Coated Metals & Industries Limited and Manaksia Aluminium Company Limited under Sections
391 to 394 of the Companies Act, 1956. In accordance with the said Scheme, the equity
shares of our Company issued subject to applicable regulations shall be listed and admitted
to trading on the NSE and BSE. Such listing and admission for trading is not automatic and
will be subject to such other terms and conditions as may be prescribed by the Stock
Exchanges at the time of application by our Company seeking listing.
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STATEMENT OF TAX BENEFITS

To

The Board of Directors
Manaksia Steels Limited
8/1 Lalbazar Street
Kolkata-700001.

Dear Sirs,

Statement of Possible Tax Benefits available to Manaksia Steels Limited ('the

Company') and its shareholders

We hereby report that the enclosed statement states the possible tax benefits available to
the Company under the | T Act, 1961 (as amended by Finance Act, 2013) presently in force
in India and to the shareholders of the Company under the | T Act, 1961 and Wealth Tax
Act, 1957, presently in force in India, Several of these benefits are dependent on the
Company or its shareholders fulfilling the Conditions prescribed under the relevant
provisions of the statute. Hence, the ability of the Company or its shareholders to derive the
tax benefits is dependent upon fulfilling such conditions, which based on business
imperatives the Company faces in the future, the Company may or may not choose to fulfill.

The benefits discussed in the enclosed statement are not exhaustive. This statement is only
intended to provide general information to the investors and is neither designed nor intended

to be a substitute for professional tax advice. In view of the individual nature of the tax

consequences and the changing tax laws, each investor is advised to consult his or her own

tax consultant with respect to the specific tax implications arising out of their participation in

the issue.

We do not express any opinion or provide any assurance as to whether:

* The Company is currently availing any of these tax benefits or will avail these tax benefits

in future,
* The Company or its shareholders will continue to obtain these benefits in future: or
the benefits, where applicable have been/would be

* The conditions prescribed for availing

met.
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* The authorities/courts will concur with the views expressed herein. Our views are based on

the existing provisions of law and our interpretation of the same. which are subject to change

from time to time. We do not assume responsibility to update the views consequent to such

changes.

The contents of the enclosed statement are based on information, explanations and
representations obtained from the Company and on the basis of our understanding of the

business activities and operations of the Company.

This report is issued on the request of the Company and is intended solely for information
and for the inclusion in the Information Memorandum being filed by the Company in
connection with the listing of the equity shares of the Company and is not to be used,
referred to or distributed for any other purpose without or prior written consent

For, 8. K. Agrawal & Co.
Firm Registration Number. 306033E

Chartered Accountants
Sandeep Agrawal
Partner

Membership No. 58553

Place: Kolkata )
Date: December 15, 2014 ,@“iivn
(Sl \
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ANNEXURE TO STATEMENT OF POSSIBLE TAX BENEFITS AVAILABLE TO
MANAKSIA STEELS LIMITED ('the COMPANY') AND ITS SHAREHOLDERS UNDER
THE I T ACT, 1961 (HEREINAFTER REFERRED TO AS THE IT ACT):

The tax benefits listed below are the possible benefits available under the current tax laws in
India. Several of these benefits are dependent on the company or its shareholders fulfilling
the conditions prescribed under the tax laws. Hence, the ability of the Company or its
shareholders to avail the tax benefits js dependent upon fulfilling such conditions as may be

prescribed under the relevant sections of the IT Act.

I. BENEFITS AVAILABLE TO THE COMPANY
1. Subject to compliance with certain conditions laid down in section 32 of the | T Act, the

Company will be entitled to a deduction for depreciation;

a) In respect of buildings, machinery, plant or furniture being tangible assets (at the rates
prescribed under Income Tax Rules, 1962 ('the Rules’);

b) In respect of intangible assets being in the nature of knowhow, patents, copyrights,
trademarks, licenses, franchises or any other business or commercial rights of similar nature
acquired after 31* day of March, 1998 (at the rates prescribed under the Rules);

c) In respect of new plant or machinery which has been acquired and installed after 31st
March, 2005 by a tax payer engaged in the business of manufacture or production of any
article or thing, additional depreciation @ 20% of the actual cost of such new plant or

machinery will be allowed as deduction.

2. As per Section 32AC(1) of the | T Act where an assessee, being a company,—

(a) is engaged in the business of manufacture of an article or thing and

(b) invests a sum of more than Rs. 100 crore in new assets (plant or machinery) as specified
in Section 32AC, during the period beginning from 1st April, 2013 and ending on 31st March,
2015, then, the assessee shall be allowed—

(i} for assessment year 2014-15, a deduction of 15% of aggregate amount of actual cost of

new assets acquired and installed during the financial year 2013-14, if the cost of such

assets exceeds Rs. 100 crore;
(ii) for assessment year 2015-16, a deduction of 15% of aggregate amount of actual cost of

new assets, acquired and installed during the period beginning on 1st April, 2013 and ending
on 31st March, 2015, as reduced by the deduction allowed. if any, for assessment year

2014-15,

3. As per Section 32AC(1A) of the | T Act where an assessee, being a company,—

(a) is engaged in the business of manufacture of an article or thing and

(b) invests a sum of more than Rs. 25 crore in new assets (plant or machinery) as specified
2014 and ending on 31st March,

in Section 32AC, during the period beginning from 1st April,
2017, then, the assessee shall be allowed—
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acquired and

(i) a deduction of 15% of aggregate amount of actual cost of new assets
eeds Rs. 25 crore.

installed during the relevant financial year, if the cost of such assets exc

However u/s Section 32AC there js a restriction on the transfer of plant or machinery for a
period of 5 years. However, this restriction shall not apply in a case of amalgamation or

demerger but shall
the case may be.

4. Subject to compliance with certain conditions laid down in section 35(1 )(iv) of the IT Act,
the Company is entitled to claim as deduction the whole of capital expenditure, other than
the expenditure incurred on the acquisition of any land, incurred on scientific research

related to the business of the Company.

5. As per Section 35(1) of the | T Act, the Company is eligible for a deduction of the entire
amount of the revenue incurred on scientific research related to the business of the
Company, in the year in which such expenditure is incurred. Where the assessee does not
himself carry on scientific research but makes contributions to other institutions for this

purpose, a weighted deduction is allowed of:-

A) one and one-fourth times of payment if;

a) the payment
object of scientific research and development to be used for scientific research, or

b) the payment is made to an approved and notified research association which has as
its object the undertaking of research in social science or statistical research related
or unrelated to the business of the assessee, or

c) the payment is made to an approved and notified university, college or other
institution to be used for research in social science or statistical research related or
unrelated to the business of the assessee.

B) one and three-fourth times of payment if:

a) the payment is made to an approved and notified research association which has as
its object the undertaking of scientific research to be used for scientific research
related or unrelated to the business of the assessee : or

b) the payment is made to an approved and notified university, college or institution to
be used for scientific research related or unrelated to the business of the assessee’

or

B. As per Section 35 (2AB) of the IT Act, Company is eligible for a weighted deduction of a
sum equal to two times of the expenditure incurred on dpproved in-house research and
development facility, if it satisfies the following conditions:

c) the tax payeris a Company;
d) itis engaged in the business of manufacture or production of an article or thing

except those specified in t th Schedule of the Act: e
-\' ) e Lt

continue to apply to the amalgamated company or resulting company, as

is made to an approved company registered in India and having its main
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e) itincurs any expenditure on scientific research and such expenditure is of capital
nature (other than land or building) or revenue nature
f) the above deduction is allowed up to March 31, 2017 on in-

development facility;
g) the research and development facility is approved by the prescribed authority;

h) the Company has entered into an agreement with the prescribed authority for
cooperation in such research and development facility and for audit of the accounts

maintained for that facility.

house research and

7. Under the provisions of section 35AC of the IT Act, the Company shall be entitled to
deduction of 100% for payment of any sum to a public sector company or to a local authority
or to an association or institution approved by the National Committee for carrying out any

eligible project or scheme or for any expenditure directly made by it on the eligible project or

scheme subject to fulfillment of prescribed conditions.

8. Under the provisions of section 35CCA of the IT Act, the Company shall be entitled to

deduction of 100% for payment of any sum to an association or institution which has as its
object the undertaking of any programme of rural development or training of persons for
implementing such programmes approved by the prescribed authority or to a rural
development fund or to the National Urban Poverty Eradication Fund set up and notified by
the Central Government in this behalf subject to fulfillment of the prescribed conditions,

9. As per Section 35CCD of the IT Act, the Company is eligible for a weighted deduction of
one and one-half in respect of expenditure incurred (not being expenditure in the nature of
cost of any land or building) on any skill development project notified by the Board in
accordance with the guidelines as may be prescribed.

10. As per section 35DD of the IT Act, the Company is eligible for the expenditure incurred
wholly and exclusively for the purpose of amalgamation and demerger of an undertaking an
amount equal to one-fifth of such expenditure for each of the successive five previous years.

11. As per Section 35DDA of the IT Act, the Company is eligible for deduction in respect of
payments made to its employees in connection with their voluntary retirement for an amount
equal to one-fifth of the amount so paid for that previous year, and the balance shall be
deducted in equal installments for each of the four immediately Succeeding previous years

subject to conditions specified in that section.

12. The Company is eligible for amortization of preliminary expenses being the expenditure
on public issue of shares under section 35D of the IT Act, subject to the fulfillment of the
prescribed conditions and limits specified in the section. The sajd deduction is an amount
equal to one-fifth of the said expenditure for each of the five successive previous years
beginning from the year in which the business commences.

13. As per Section 80G of the IT Act, the_Cnmpany will be eligible for deduction of an
amount as specified in the Section jn;r@;'fggs@f donations to certain funds, charitable
institutions, etc faFr 8N FETEE, 0\ ’
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14. As per Section 80GGB of the IT Act, the Company will be eligible for deduction of any
sum contributed by it to any political party or an electoral trust.

15. As per Section 72 of the IT Act loss under the head 'Profit and Gains from Business or
Profession’, it can be set- off against other income and the excess loss after set-off can be
carried forward for set-off - against business income of the next eight Assessment Years.

16. As per the provisions of Section 72A of the IT Act, the Company is entitled to carry
forward and set off of accumulated loss and unabsorbed depreciation allowance under
amalgamation or demerger subject to fulfillment of certain conditions.

17. Minimum Alternate Tax ('MAT") is the tax payable by a company under section 115JB of
the IT Act. MAT is payable by a company when the income-tax payable on the total income
as computed under the IT. Act is less than 18.5% (plus applicable Surcharge + Education
and Secondary & Higher Education cess) of its book profit computed as per the method
specified under section 115JB of the Act. MAT credit arises in the year in which the
Company is required to pay tax under section 115JB of the IT Act (in case the same is
higher than the tax under normal provisions of the IT Act). MAT credit is the difference
between tax computed under section 115JB of the IT Act and the tax computed as per the
normal provisions of the IT Act. MAT credit can be carried forward for 10 years immediately
succeeding the assessment year in which the relevant MAT credit arises. The MAT credit
can be utilized in the year in which the tax payable under the normal provisions of the IT Act
is higher than the tax payable under section 115JB of the IT Act. The utilisation of the same
is available to the extent of the difference between the tax payable under the normal
provisions of the IT Act and the tax payable under section 115JB of the IT Act.

18. As per Section 1 0(34) of the Act, income earned by way of dividend from domestic
company referred to in Section 115(0) of the Act is exempt from tax. However as per section
94(7), the losses arising from sale/ transfer of shares, where such shares are purchased
within three months prior to record date and sold within three months from record date, will
be disallowed to the extent such Joss does not exceed the amount of dividend claimed

exempt.

19. The domestic company is required to pay Dividend Distribution Tax ("DDT") at the rate of
15% (plus applicable surcharge and education cess) after grossing up on distributed profits.
As per section 115-0 (1A) of the IT Act, while computing the DDT payable by a domestic
company on dividend, the amount of dividend paid by it would be reduced by the dividend

received by it from its subsidiary company if:
(i) where such subsidiary company is a domestic company, the subsidiary has paid DDT on

such dividend.
(i) where such subsidiary company is a foreign company, the tax is pa

under section 115BBD on such djvi

yable by the company
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20. Capital gains
(i} Computation and taxability of capital gains

Capital assets are to be categorized into short - term capital assets and long — term capital
assets based on their nature and the period of holding.

All capital assets, being shares held in a company listed on recognised stock exchange or
any other security listed in a recognized stock exchange in India or unit of equity oriented
mutual fund of the Unit Trust of India or a unit equity oriented mutual fund specified under
section 10(23D) of the IT Act or a zero coupon bond, held by an assessee for more than
twelve months are considered to be long — term capital assets. In respect of any other
capital assets, the holding period should exceed thirty — six months to be considered as long
— term capital assets. Capital assets other than Long term capital assets are considered as

Short term capital assets.

Capital gains arising from the transfer of capital assets which are considered as long — term
capital assets are termed as Long term capital gains (LTCG)). Capital gains arising from the
transfer of capital assets which are considered as short — term capital assets are termed as

Short term capital gains ('STCG’).

LTCG arising on transfer of equity shares of a company or units of an equity oriented fund
(as defined which has been set up under a scheme of a mutual fund specified under Section
10(23D) of the IT Act is exempt from tax as per provisions of Section 10(38) of the IT Act,
provided the transaction of sale of such shares or units is chargeable to securities
transaction tax (STT) and subject to conditions specified in that section. However such
LTCG shall be taken into account in computing the book profit and income tax payable under

section 115JB of the IT Act.

As per provisions of Section 48 of the IT Act, which prescribes the mode of computation of
capital gains, provides for deduction of cost of Acquisition/ imprcvement{'ﬂﬂﬁdl’} and
expenses incurred (other than STT paid) in connection with the transfer of a capital asset,
from the sale consideration to arrive at the amounts of capital Gains. However in respect of
LTCG arising on transfer of capital assets, other than bonds and debentures (excluding
capital indexed bonds issued by the Government) and depreciable assets, it offers a benefit
by permitting substitution of COA/I with the indexed cost of acquisition / improvement
computed by applying the cost inflation index as prescribed from time to time.

As per provisions of Section 112 of the IT Act, LTCG not exempt under Section 10(38) of the
Act are subject to tax at the rate of 20% with indexation benefits. However, if such tax
payable on transfer of listed securities or Zero coupon bonds exceed 10% of the LTCG
(without indexation benefit) the excess tax shall be ignored for the purpose of computing the

tax payable by the assessee.

As per provisions of Section 111A of the IT Act, STCG arising on sale of equity shares or
units of equity oriented mutual fund (as defined which has been set up under a scheme of a

mutual fund specified under/Settion10(23D)), are subject to tax at the rafg.of 15% provided
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is chargeable to STT. No deduction under Chapter VIA is allowed from such
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the transaction
income.

STCG arising on sale of equity shares or units of equity oriented mutual fund where such
transaction is not chargeable to STT is taxable at the rate of 30%.

of the IT Act, short term capital loss
short term as well as long term capital
and set-off against any capital gains

As per provisions of Section 71 read with Section 74
arising during a year is allowed to be set-off against
gains. Balance loss, if any, shall be carried forward
arising during subsequent eight assessment years,

As per provisions of Section 71 read with Section 74 of the IT Act, long term capital loss
arising during a year is allowed to be set-off only against long term capital gains. Balance
loss, if any, shall be carried forward and set-off against long term capital gains arising during

subsequent eight assessment years.

(i) Exemption of capital gains from income - tax

Under Section 54EC of the IT Act. capital gains arising from transfer of long term capital
assets [other than those exempt u/s 10(38)] shall be exempt from tax, subject to the
conditions and to the extent specified therein, if the Capital gains are invested within a period
of six months from the date of transfer in certain notified bonds redeemable after three years
and issued by —:
* National Highway Authority of India (NHAI) constituted under Section 3 of National
Highway Authority of India Act, 1988; and
* Rural Electrification Corporation Limited
the Companies Act, 1956,

(REC), a company formed and registered under

Where a part of the capital gains is reinvested, the exemption is available on a proportionate
basis. The maximum investment in the specified long term asset cannot exceed Rs.
5,000,000 per assessee during any financial year and subsequent financial year.

Where the new bonds are transferred or converted into money within three years from the
date of their acquisition, the amount S0 exempted is taxable as capital gains in the year of

transfer / conversion.

As per provisions of Section 14A of the IT Act, expenditure incurred to earn an exempt
income is not allowed as deduction while determining taxable income.

the gain / losses, arising from sale / transfer of shares as business

The characterization of
would depend on the nature of holding and various other factors.

income or capital gains

21. Securities Transaction Tax {("STT")
As per provisions of Section 36(1)(xv) of the IT Act, STT paid in respect of the taxable

securities transactions entered into in the course of the business is allowed as a deduction if
the income arising from such taxa _Iﬁr%sﬁ;réu;in?s transactions is included in the inclqr.r_lg,-_.__:
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