iR THE HIGH COURT OF JUDICAT 71, ANDHRA PRADESH
o AT HYDERA _AD- S
(ORDINARY ORIGINALCIVIL SJ%iSDIC ION}

FRIDAY, THE TWENTY FIFTH DAY OF - ARCH
TWO THOUSAND AND FIVE

PRESENT 4
THE HON'BLE MR JUSTICE S.ANANDA REDDY

COMPANY PETITION NOS.216'& 247 of 2004
C.P. NO. 216 OF 2004: | '

IN THE MATTER OF THE COMPANIES ACT (1 of 1956)
AND '
IN THE MATTER OF SCHEME OF AMALGAMATION BETWEEN
NAGARJUNA PALMA INDIA LTD.,
o AND :
NAGARJUNA FERTILIZEERS AND CHEMICALS LTD.

Between:

NAGARJUNA PALMA INDIA LTD., Rep. by itsDirector Mr.D. Srinath
Raju, Ofo Nagarjuna Hills, Panjaguita,
Hyderbaad.

..... PETITIONER/TRANSFEROR COMPANY

Petition under section 394 of the Companies Act, 1956 Riw Rule
79 of the Companies (court) Rules, 1959 to sanction the Scheme of
Amalgamation, praying that this High Court_rrjay be pleased to order that

The said Scheme of Arrangement may be sanctioned by the Hon'ble
Court so as to be binding on all'the shareholders and creditors of the
petition&r company and on the Transferee Company.

C.P. NG. 217 OF 2004:

IN THE MATTER OF THE COMPANIES ACT (1 of 1956)
AND , ‘
IN THE MATTER OF NAGARJUNA PALMA INDIA LTD,,
AND :
NAGARJUNA FERTILIZERS AND CHEMICALS LTD.

Between:

NAGARJUNA FERTILIZERS AND CHEMICALS LTD., Rep. by iis rep.
by its Secretary, Mr.M.Ramakanth, O/o Nagarjuna Hills, Panjagutta,
Hyderbaad.

Phe?
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PETiTlONER?TRANS?jEREE COMPANY




Petition under sectiqn 394 of the Companies Act, 1956 R/w Rule 79
of the Companies (court) Rules, 1959 to sanction the Scheme of
Amalgamation, praying that this High Court may be pleased to order that

The said Scheme of Arrangement may be sanctioned by the Hon'ble
Court so as to be binding on all.the shareholders and creditors of the
“petitioner company and on the Transferee Company.

. These petitions coming on for orders upon reading the Judge’s
Summons and the Affidavit dated 23-12-2004 and filed by Mr.D.Srinath
Raju, Director of the Petitioner company in C.P: No. 216 of 2004 and
affidavit filed by Mr.M.Ramakanth, Company Secretary of the Petitioner
company in C.P. No. 217 of 2004 in support of these petitions and upon
hearing the arguments of Mr.Ravi.S, Advocate for the petitioner
Transferor and Transferee Companies

The Court made the fdl;owing Common Order:-




i . HONBLE SRI JUSTICE 5.ANANDA REDDY

COMPANY PETITION Nes.216 and 217 of 2004

COMMON ORDER :

These two Company Petitions are filed by the Transferor and

Transferee Companies seeking approval of this Court the scheme

of amalgamation of the first petitioner company: (Transferor

Company) with the second ioetitioner company - (Transferee
Company) which will be binding on all the members, creditors and

employees of the petitioner compg;mies and all concerned.

The first petitioner company viz., I;Iagarjuna il‘aima India
Limited (Transferor Company), which is a Public Limitéd Company,
was incorporated on 76—10-1994- ';in the State of Andh:ra Pradesh.
The registered office of the first petitiOntjr company‘: (Transf-eror‘
Company) is sitnated Nagarjuna  Hills, Punjagutta,

t ‘
Hyderabad-500082, Andhra Pradesh. The authorised éhare capital
of the Transferor company is Rs.514,00,0.0,000 /- (Rupees fourteen
crores only) div_i‘d.ed into 1,40,06,000 qu;ity Shares of Rs.10/-

(Rupees ten ‘only) each. The issued, subscribed and paid ‘up share

-

capital is Rs.13,95,15,350/- (RQpees thirteen crores ninety five 5:-// -



lacu fiftzen thousand three hundre v _ad fury only) divided inte

1,39,51,5‘35' Equity Shares of Rs_.]b /- (Rupees ten only) each. The
comparny was incorporated with the objeét of carrying on the
business of manufactqring, producing, assembling, marketing,
dealing, d;;stributing, importing, exporting, installation and
assemblingiof irrigation equipm,;ant; to carry on the business of
manufacturing, formu_lating, reﬁning, processing of fertigation
systems etcﬁ. It is sta}ted that the proposed amalgamation was
approved by the Board of Directc;_rs of the company at its meeting

held on 9-10-2004.

It is stated that this COUI,:'F by order dated 19-11-2004 in
C.A.NO.QSSSE of 2004 directéd f;)r holding of a meeting of the _.
shareholders of the first petitioner company ‘(Transferor Comijany]
for approva{ of the scheme of ?anialgamation while appointing
3ri Posani V%ienkateshwarlu, Advoqate, as Chairman of the meeting,
Pursuant to the orders of this Coﬁrt, the said Chairman convened
the meeting}_ of the shareholders on 23-12-2004 after issuing
individual n;;tices to thé _sharehol}ders and also got published the
notice of the% proposed meeting 1n two newspapers viz., ‘Times of

India’ dated 26-11-2004 in nine (9) editions covering major cities /
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and ‘Eenadu Telugu Daily’ dated 26-11-2004 of all editions, fixing
the date of meeting. Pursuant to the said notices, twelve {12}
sharcholders, holding 1,39,51,#535 Equity Shares l‘ of Rs.10/-
{Rupees ten only) each of the value of Rs.13,95,15,350/- (Rupees
thirtcen crores, ninety five lakhs, fifteen thousand_, three hundred
and fifty only) appeared and all of them voted in favdur for
approval of the scheme of amalgamation and the Chairperson has

filed a report to that effect.

The second petitioner is the Nagarjuna Fcftilizers and

+ Chemicals Limited (Transferee Company), which is a Public

Limited Company, incorporated on 28-1-1976 in the State of
Andhra Pradesh. Its x‘legistered office is situated at the same
address as that of the Transferor Company. The authorised share
capital of the company is RS.SOO Crores (Rupees eigh,t bundred
crores only) comprising of 60 Crores Equity Shares of Rs.10/-
{Rupees ten only) each of the value of Rs.600 Crores (Rupees six
hundred crores only} and 2 Crores Preferential Shares of Rs.100/-
(Rupegs one hundred only) each of the value of Rs.200 Crores

(Rupces tw0 hundred crores only). The subscribed share capital is

Rs.417.02 Croves (Pupees four hundred seventeen crores sand twa

.
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lakhs only) cuv -'..ig'.‘-'ii".’f-'_f.l'liu"' af ,'7!),2,0,59-3 Equily Shares of Re 1077

(Rupees  ten olr'ﬂy) cach and paid up  share capital is
Rs.416.60 Crores (Rupees four Eundrcd and sixteen crores and
sixty lakhs | only) divided into 41,70,20,593 Equity Shares of
Rs.10/- (Rupees ten only} each. ‘The paid up share capital is
Rs.416.60 Crores (Rupees four hundred sixteen o ores sixty laichs
only) bemdes ai amount of Rs.41.2':7 Lakhs (Rupees forty one lakhs
twenty seven thousand only) towa%ds arrears of allotment money.
The Transfereé: Coméany was incorporated wi'th the object to carry
on the busine;s of manufacturing or producing, refining, mixing or
preparing, mining or othérwise acquirihg, trading and deahng in
and wzth any é.nd all clasc ies and kmds of fertilizers, manures; to
carry._on the bt?lsiness of manufacture, importers and exporters of
and dealers in. dyes and-<.:1yestuffs,= petro-chemicals, chemicals,
agrochemicals, heavy chemicals etc.; The proposed scheme was
approved by the Board of Directors of the Transferee Company at

its meeting held 6n 9-10-2004,

It is stated that thig Court by order dated 19-11-2004 in
C.A.N0.2334 of 2004 directed for holding of a meeting of the

shareholders of the second petitioner company (Transferee




Company for approval of thg scheme of amalgamation while
appointing Sri Justice A.Hanumaqth_u, formgar Judge of H\igh Court
of Andhra Pradesh, as Chairman of the meqting. Pursuant to the
orders of this Court, the said Chairman convened the:meeting of
the shareholders on 23-12-2004 after issuing individual notices to
the shareholders and publishing the notice of the meeting in the
daily two newspapers viz., Time§ of India’ dated 26—i1—2004 in
nine (9) editions covering major cities and Eenadu Teiugu Daily’
dated 26-11-2004 of éll editions; fixing the date of rrsleetix},g. A

report is filed by the Chairperson stating that in pursuance of the

‘notices issued to the shareholders individually as well as

I;)ublication of the notice of the .piroposed meetiug to be held for
consideration of the proposed ;Sc.heme of amalgamation, six
hundred and fourteen (61;4) shareholders appeared ic., 388
members personally appeared, who werer holding 20,43,28,473
Equity Shares of Rs.10/- (Rupees ten only) each ;Lnd 226 members
attended by proxies, who were holding 7,23,340 shares.of Rs.10/-
(Rupees ten only) aggregating to Rs.205,07,18,130/- (Rupees two
hundred and five crores, seven lakhs eighteen thousand one
hundred and thirty only). It is further stated that éut of the

members participated i the voting, 571 members inciuding
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prdxies ho]ding 20.,50,5.8,'4ié-iwi;i.liidar(;s ‘;oted in favou- of the
proposed scheme, while 7 shareholders including proxies hoIAc.Iing
4,300 shares vo_t'ed-against the scihemc. As per the voting pattern,
it is reporte'd‘ that the scheme was approved by 92.99% of the
shareholders present and voted. It is also stated that on behalf of
the State Government, which is also holding some shares, the
Deputy Sec;etazy to the Government of Andhra Pradesh,
Department of Industries and Commerce, representing  the
Governor of Andhra Pradesh, atterided thé meeting and casted his
vote in fa’vouf of the é@ﬁeme—, but, hoWever, submitted a letter,

which reads aé follows:-

“As per the poll paper given to me, I am directed to cast my vote
in favour of merger subject to obtaining of clearance from
Government of Andhra Pradesh. 'T<_') the above extent,. my dissent

note may be noted on record.”

The main objects of the proposed scheme of amalgamation is
to have syneréetic benefits thx"oughl the éperational expertise aﬁd
the excellent network of Transferor and Transferee Companies in
the AgricultUr;ﬂ market in India, -as both the companies are
working under the éame management and carrying on almost

identical business. Further both the companies are having their

registered offices in the same premises and in order to avoid
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duplication and also to reduce the expenditure and maintenance of

the offices of the Transferor and the Transferce Companies, the

scheme of amalgamation is propdsed and a copy of the scheme is

filed as material papers.

In the scheme of amalgamation, at-paragraph-é:, provision

has been made protecting the interest of the staff, workmen and

3

other employees as under;-

G.

TRANSFEROR COMPANY'S STAFF, WORRMEN AND

EMPLOYEES:

With effect from the Effective 'uate, all the staff, workmen,

emp]oyces, in the service of the "I‘ransferor Company immediately

before the Effective Date shall become the staff, workmen,

employees, as the case may be of the Transferee Company subject

however to compliance of the Act wherever necessary on the basis

that :

6.1

6.2

6.3

their service shall have been, continuous and shall not have
been interrupted by reason o.f the ‘)t_:sting of the Undertaking
as per the Scheme; : l

the terms and conditions of service applicable to the said
staff, workmen, employees, ‘shall not in any way be less
those applicable to

favourable to them than

them
immediately before the Effective Date; and

it is expressly provided that as far as provident fund,
gratuity fund, superannuation fund or any other special
fund created or existing for the benefit of the staff, workmen
and other employees of the Transferor Company as aforesaid
are concerned, upon the Scheine becoming effective with
effect from the Effective Date, the Transferee Company_ shall
stand substituted for the ' Transfeor Company for all
purposes whatsocver relating tc the administration or
operation of such funds or in relation to the obligetien to

make contributions to ithe said funds in socordance wiih



Provisions o such funds ag per Lhie {emg erovided jn the

respective frygt deeds. Al the rights, dutics, powers and

the rights, duties and benefits of the employees employed in
different units of the Transferor Company under such funds
and trusts shall be governed by the funds in the name of the
Trangferee Company, without any interruption, or

diminution o adverse variation, It is clarified that for the

provisions.”

On amaigamation, the sﬁares to be allowed to the shareholders of

H

the Transferor Company is provided in paragraph 8.1, which reads

as under;-

the Transferor Coinpany in the Transferee Company in
térms, of the scheme, the Transferee Company shall, subject
to the provisions of the Scheme and without any further
application or deed, issue angd éllot 4 (four) Equity Shares of
Rs.10/- each credited as fully paid up in the share capital of
the Transferee Company to the shareholders of the
Transferor Company- whose names appear in .its Register of
Shareholders, in the Record Date to be fixeq by the Board of
‘Directors of the Transferee Company, for every S (five) Equity
Shares of the face value of }\‘s.iO /- each fully paid up and
held by the shareholders in the Transferor Company. Such
shares held in the Transferor Company shall stand cancelied
upon fhe allotment of Equity Shares in the Transferee

Company as aforesaid.

In respéct of 99,12 815 Equity Shares of Rs.10/- each held

by the Transferee Company in the Transfero: Lompany, the

N
4.\
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Transferee Company shall issue and allot 79,300,252 Equity
Shares of Rs.10/- each in favour of Nagatjuna Employees
Foundation, a Company incorporated under Sectionf’JS of
the Companies Act, 1956, with ils Registered Office ai
Nagarjuna Hills, Panjagutt:;t, Hyderabad 500082, f@r the
wellare of the employees of Nagarjuna Bectilizers  and

Chemicals lLimited.”

In pursuance of the present petii'iO]:"l, this Court ordered

notice hoth to the Central Government as well as to :the Official

i

Liquidator. While ordering notice, this Court also directed the

petitioner companies to issue publication of notice of the proposed

¥

amalgamation in Eenadu’ and ‘Times of India’ of all editions, as

contemplated under Rule 80 of Company {Coust) Rules, 1959. In

pursuance of the said order of this Court, notices Weré published
on behalf of both the companies scparately and proof of

publication was also filed before this Court. -

Pursuant to the order of nétice, the foioial'LiqUidator' has
filed a report stating that the Transferor Company did not conduct
their busineés in the manner prejudicial to the intefests of its
members or to the public interest. He raised Certain objections
stating that there are some cases pending against the Transferor
Company before different Courts and that the shares held by the

Transferee Company in the Transferor Company should be
Ay pary
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cextinguished.  In the common a.idavit filed on Rchali of - the

Centra! Government by the Registrar of Companies, it is stated
that the main objects of the Transferor Company is not similar to
that of the Transferee C'ompany.l Hence, the Transferce Company
has to amend its objects suitably. ' One Mr. Tamal Kumar
Majumder, é shareholr:ier of fhé Traﬁsferee Company has filed
objections for the proposed scheme of amalgamation stating that
he was not provided with a copy 61“ the Valuation Report and that
the valuation is incorfect. He aliso stated that the Memorandum
and Articles Eof Association of the; Company does not contain the
copy of the ol:rder of ama'igamation; of the Transferee Company Wifh

M/s.Ganesh Anand Petro Chemicals Limited.

A repljyi has been filed on Eehalf of the companies. With
reference to the objection raised by the Registrar of Companies, it
is stated that:there was an inadver_tent error in the scheme and the
same has been modiﬁedl by substituting the word “Transferee’ in
place of ”I‘ran::sferor’ by the order of this Court dated 22-2-2005 in
C.A.Nos.45 aqd 46 of 2005 and thérefore, the Transferee Company
is authorised to carry on the busint;:ss which was earlier carried on

by the Transféror Company. Insofar as the objection raises - v the
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OfﬁciallLiq_ui(liator, it?is ‘s.tated-that since it‘ is the decision of thé
shareholders there is no iilegality in allotting the Equity Shares in
favour of Nagarjuna Employees Welfare Foundation, Which is a
company licenced under Section 25 of the Companies Act. The
Official Liquidator has raised 511 objection that he bhas got
information that there are certain complaints/cases filed against
the Transferor Company, which are pending before the District
Consumer Disputes Redressal Forum and also the State Consumer

Disputes Redressal Forum in addition to certain other cases before

1

the other Courts. The counsel dppearing for the petitioners has

represented that on the scheme being sanctioned, the Transferee
Company would take the responsibility by itself not on‘ly' as to the
liability of the Transferor Compary but also undertakes: to get itself
substituted in all the proceedings that are instituted either by the
Transferor Company or against it. for taking appropriate action. [t
is also made clear that if there are any claims against the
Transferor Company, for such claims, the :claimants can proceed
against the Transferee Company as if they are proceeding against
the Tfansferor Company notwithstanding the fact that the

Transferor Compauy is ordered to be wound up. This condition is

being imposed in order to protect the claims, if any, against the 65/
' et

i
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Trnsferor Company. 1¢ is also represented by the learned counsel
for the petitioners that Clause-(5) of the scheme also provides for

the same.

Insofar as the objections raised by one of the shareholders of
the Transferee Company, it is stated that all details were furnished
in the statement given under Section 393 of the Companies Act.
Further it is_: stated that majori:ty of the shareholders have
approved the §share exchange ratio ‘-and hence there is no error in
the valuation report. It is also stated that though copy of the
Valuation Report was not furnished, it was offered for inspection,

However, as per the Division Bench Judgment of this Court in

VADLAMUDI RAMA RAO v. ASIAN COFFEE LTD. (A.P.J a

shareholder is not entitled to the valuation report. Insofér as the
objection as to'the exchange ratio of the shares i.e., the allotment
of shares of the 'I‘ransferéé Company to the shareholders of the
Transferor Company, a shareholder'raised an objection as to the
valuation and éccording to him, the:exchange ratio, as fixed, was
not proper and justw But the contention of the petitioners is that

the exchange ratio of the shares of the Transferee Company to that

! 2002 (109) Company Cases 337

f///_
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of the shéu‘es of the Transferor Company was fixed based on .'thc
valuation made by the competent and qualified chartered valuers
and when such valuation Has béen made by the qua}iﬂcd experts,
it is not open for a single sharcholder to raise any c;bjec:‘tion and
the objection raised is also too vague without arny specific details
where the illegality or the irregularity, if any, committed in the
valuation. In the absence of any such specific pafticulars and
when the exchange ratio is baséd on the valuation fnade by the
qualified valuers, the objection raised by one of the sh;areholders is
devoid of merit, especially when rfhe exchange ratio ofé shares have
already been approved by majority of the shareholders; present and
voted at the special meeting called for, for approval of the scheme

of amalgamation.

After the matter was heara and reserved for orders, it was
noticed that the Transferor Company has nét obtained.-the consent
of the creditors for the prop(;sed scheme of amalgamation,
therefore, the matter was reposted and wﬁen it is brought to the
notice of the counsel appearing for the petitioners, an affidavit is

filed today i.e., on 23-3-2005 along with copies of the approval of

the secured creditors viz., Industrial Development Bank of India ﬁ/

=
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' (iDBI} and ICICI "tank and also stated that there are no unsecured:

creditors of the Transferor Company.

The provision made_ in Para SDS of the scheme for allotment
of Rs,1,11,6£,228/~ eqﬁity shazies of Rs.10/- each to‘ the
shareholders ;)f the Transferor Coimpany on a preferential basis
shall be subjéct to the cdmpliance: of the provisions contained in
Sec.81 and ot}her relevant provisions of the Companies Act, 1956,
It is also further made | clear tﬁat if there are any existing
agreements or Memorandurm of Unfderstandings entered into by or
on behalf of the Transferor Company} the scheme, as sanctioned
hereunder, shfall be deemed not to have been sanctioned by this

Court,

Further,l‘ as the pr;oposed axhalgamation has a]ready been
approved by the majority of sharei'lolders of both the companies
and no othér objections, excep?t those which are already
considered, have been received by this Coilrt, there cannot be any
objection as “to the saﬁction for the proposed scheme of

amalgamation,
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Under  the above  circumstarices, the scheme of
amalgamation, as submitted for sanction, is approved. On coming

into effect the scheme of amalgamation, as approved by this Court,

the Transferor Company stands dissolved without an order of

winding up.
The Company Petitions are accordingly allowed. No costs.

Sd/- BH.SADASIV/ SARMﬁ'
JOINT REGIST
/I TRUE COPY /f

- : SEC‘%IN OFFICER
To :
1. Sri DxSrinath Raju, Director, Nagarjuna Paima India Limited.,
I Regd. office at Nagarjuna Hills, Punjagutta, Hyderabad
2. Mr.M.Ramakanth, Secretary Nagarjuna Fertilizers and Chemicals
Ltd., Regd. Office at Nagarjuna Hills, Punjagutta, Hyderabad
3. The Registrar of Companies, 3-5-398, C.P.W.D. Building,
Kendriya Sadan, Koti, Sulthan Bazar, Hyderabad.
4. The Official Liguidator, Kendriya Sadan, 3-5-398, C P.W.D.
Building, Kofi, Sulthan Bazar, Hyderabad.
ne CC to the S.0. 0.5. Section, High Court of A.P., Hyderabad.
6. The Regional Director, Company Law Board, Southern Region,

Chennai.
7. Two CD Copies.
8. One CC to Mr.S.Ravi, Advocate (OPUC) .
9. One CC to Mr.Kanthi Narahari, Advocate (OPUC)L \ém(/
AB
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¥ suf RIN aRT .1
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HIGH COURT

DATED: 25-3-2005

ORDER"

CP. NOS: 216 & 217 OF 2004

ALLOWIN,C';-‘::THE COMPANY PETITIONS
WITHOUT COSTS
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