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L . Board for Industrial and Financial Reconstruction
Case No.86/87 in re : M/s UNIVERSAL STEEL & ALLOYS LTD. {(USAL
Bench 1
b RDER
At the last hearing held on 22.5.98 to consider
objections/suggestions to the Draft Rehabilitation Scheme for
the revival of M/s. Universal Steel & Alloys Ltd. (USAL)
circulated by the Board on 25.3.98, the Bench held the sanctioﬁ
of the scheme 1in abeyance till the resolution of the AGM
approving the proposed merger 1is submitted by the compény as

also the crystallised émount of benefits by the Tax Department

N is furnished by the company to the Board. 1In addition, the
proposed share exchange ratio approved in the AGM would also be
submitted by the company. The Bench clarified that it would
sanction the scheme on receipt of communication on the

aforesaid matters from the company, without holding any further

hearing.

2. The company has now submitted a copy of the resoluticn
passed in the AGM held on 24.6.98 approving the merger of téAL
- with M/s. Bharat Gears Limited (BGL) as also the exchange
ratio of one equity share of Rs.10/- each fully paid up of BGL
for every 20 equity shares of Rs.10/- each fully paid up of
USAL. The requisite information in respect of benefit u/s 72A

of the Income Tax Act has also been received.

rned have

s Having regard to the fact that all partles co-

LA

given their consent u/s 19(2) of the Slckf rlq} Companies
r . 4 -

(Spec1al Prov151ons) Act, 1985 (henglnafter refnl

‘Act ) P%o the various provisions in™\
- :
Scheme, 1in exercise, of the powers confer ‘”/s 18(4) of the

—— - ara

SR TT—STCTTON —TYT3] of the ‘Act’, the Bench has
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sanctioned the Scheme

Scheme " ). The

({hereinafter

‘Sanctioned Scheme’

implementation by all concerned.

AANLLA
(S.L. KAPUR)
MEMBER

New Delhi.
Dated:

PINARENT

/ﬁ;%;«f‘/4 y Shboe.
Fd “paard for Tndugtiiel oo

,|.

called

is hereby

the ’Sanctioned

circulated for

JlQW~CL¢k}:
(ASHIM CHATTERJI)
MEMBER
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BOARD FOR INDUSTRIAL AND FINANCIAL RECONSTRUCTION

CASE NO.86/87 IN RE: M/s.Universal Steel & Alloys Ltd (USAL)

BENCH 1

s
-

SANCTIONED REHABILITATION SCHEME

1.0 INTRODUCTION:

1.1 Pursuant to the provisions of Section 15(1) of Sick
Industrial Cémpanies (Special Provisions) Act, 1985,
M/s.Universal Steel & Alloys Ltd (USAL) made a reference
to the Board for determination of measures to be adopted
in respect of the said —company. After inquiry, in the——
hearing held on 24.09.87 it wés held that the company had
become a sick industrial company in‘terms of Section 3(1)

(o) of the Act and I1IBI was appointed as the Operating

Agency (OA).

1.2 At the hearing held on 18.05.90, BIFR sanctioned a
rehabilitation scheme u/s 18(4) read with section 19(3)
of the SICA for the revival of the company.
Unfortunately, the scheme sanctioned by BIFR couladn’'t bhe
implemented due to various reasons and BIFR decided for
wiﬂding up of the company vide its order dated 15.3.96.
The company preferred an appeal before AAIFR against the
said BIFR corder. 1In the hearing dated 6th August 1997,
AATIFR observed that the company and its Banker viz.
Oriental Bank of Commerce (OBC) could come to an ome time
settlement in respect of Bank s dues. In view of the
aﬁove AAIFR directed the existing promoters to submit a

;o
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BACKGROUND OF USAL AND BGL:

Universal Alloy & Steel Ltd (USAL)

Universal Steel & Alloys Limited, a company belonging to
Raunaq Group has its unit at Faridabad, Haryana. USAL

has a mini steel plant engaged in the manufacture of

steel ingots and rolled products. It was incorporated on

July 22, 1965 at New Delhi as Universal Steel Casting and
Forgings Ltd with the main objects of carrying on the
business of manufacturing, designing, trading, repairing
and hiring of ferrous and non ferrous forgings and
castings. Subsequently, on August 4, 1971 company S name
changed to Universal Steel and Alloys Limted (USAL). The
company with its installed capacity of 28000 tonnes per
annum of steel ingots, commenced commercial production of
carbon & alloy steel ingots and castings in 1972-73. At

the time of 1ncorporation, Mr.Raunag Singh & his

relatives were the subscribers to the memorandum. At

present 35%, 12.76% 0.30% and 51.43% of the compam s

share 1s held by the Raunag Group of companies and

relatives of Mr.Raunaqg Singh, IFCI, Banks and the Public

respectively.

USAL reported profit during 1977-78 for the first  tinm
and during the financial year 1980-81 and 1981-82 1t pa’

dividends of 18M\. However, from the financial vye¢

1982-93 onwards the company incurred cash losses dQue

significant increase of raw material price and exci

-
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duty without corresponding 1increase in thé net
realisation. Company’'s operation 1is suspended since

March 1986. A brief particular of the company is given -

in Annexure 1.
Bharat Gears Ltd (BGL)

Bharat Gears Ltd (BGL) was incorporated on December 23,
1977 by the Raunag Singh Group with the main object of
manufacturing, trading, designing, hiring and repairing
of all kinds of gears. Installed capacity of the company
is 7000 Tonnes for- Automotive - gears;—260—Nos - —for
Industrial Furnaces aﬁd 2500 Nos. for Gear Boxes.
Company specialises 1in axle and transmission gearg for
the tractor industry in India and heavy vehicle industry
in India as well as abroad. 1Its major customers include
Ashok Leyland, Tractor & Farm Equipment, Mahindra &
Mahindra, Escorts & Daewoo Motors. Of the total sales,
55% are for the OEM market, éo% for the replacement

market and 25% for the export market.

BGL has a technical co.laboration with ZF of Germany
which has a 26% share holding in the company. The shares

of BGL are actively traded on the Bombay and New Delhi

- 8tock exchange as well as the National stock exchange.

During the financial year 1996-~97, the company achieved a
turnover of Rs.115.19 crores and reported profit after
tax Rs.6.$1 ~crores. The EPs of BGL for the financial
y?ar 1996—97t-was §3.13.51 and book vaiue of share was

’ ‘
Rs.61 ,/64. The net worth' ”f(BQL as at March 31, 1997 was

l\,l

& o
Ks8.29.81 crores, qg@pgnpared to Rs 11.40 crores as at

‘YO J\lv,..
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March 31, 1991. During the same period sales have
increased by 93.82% to Rs.115.91 crores whereas profits
after tax have 1increase by 194.57% fb Rs.6.51 crores.

Brief particulars of the company 1s given in Annexure I1I.

Past Working Results and Financial Position of USAL & BGL

USAL

Working Results

—.-———aAnmr—-analysis of the past working results of the company

for the last 3 vears ended 31.3.97 1is given 1n Annexure

III. A summary of the same 1is given below
Rs./Lakhs

1995 1996 1997
Sales 7.34 4. 34 4.11
Total Expenses 26.24 15.19 H.69
Gross Profit (18.90) (10.85) (2.58)
Interest 218.07 266.82 336.19
Other Income 2.51 41.1¢ 3.58
Net Loss 234.46 236.51 335.19

Financial Position

An analysis of the past financial position of the company
for the last 3 vears ended 31.3.97 is given 1in Annexure
IV. A summary of the same 1s dgiven below

Rs./Lakhs
1995 1996 1997
Net Fixed Assets 369.55 359.17 349.22
Current Asgsets 58.82 50.67 48.85
Investments 0.05 0.05 0.05
Total 428. 42 409.89 398.12
¥ : /

. Share Capital ' ¢57 50 " 59.50 57.50
Accumilated Losses lLﬁSSﬁ 87).(1793\ 38) (2128.57)
Net Worth 61i§9 3th.(1735 '‘88) - (2071.07)

_ § D.!:.‘ s : ...'_,' ——
& '@A # -

§A 6“,,‘ < -b:.r "'



PR
- ' Reserve & Surplus 200.74 190.35 180.41

et ' (Capital Reserve)
Secured Loans 1364.78 1499.80 1835.76
Unsecured Loans 105.92 200.69 200.69
Current Liabilities 256. 35 254.93 252.33
Total ’ 428.42 409.89 398.12
3.2 BGL

Working Results

. An analysis of the past working results of the company
for the last 5 years ended 31.3.97 is given 'in Annexure
V. A summary of the same for the last 3 years is given
below

Rs./Lakhs
1995 1996 1997
Sales & Other Income 8509 11207 11519
Profit before Intt. & Depen. 1187 1635 7 ig14
o fntt—& Other Bank Charges 467 478 456
Profit after Intt. & before 720 1157 1358
Depen.
Profit before taxes 417 792 1048
Taxes on Income 161 2717 397
Profit after Taxes 256 515 651
The akcve 1ndicates upward trends in the performance of
the company.
Financial Position
An analvsis of the past financial position of the companyv
for the last 5 years ended 31.3.97 is given in Annexure
VI. A summary of the same for the last 3 yedars 1is given
‘below
Rs./Lakhs
1995 1996 1997
Net Fixed Assets (excluding 2407 2537 2563
revaluation reserve)
Current Assets 4224 4851 4838
Investments 158 170 170
Total 6789 7558 7571
Share Capital 482 482 482
Accumulated Losses -— = -
Reserve & Surplus 1429 1848 2499
(Exc.Cap.Res.) - -
Net Worth 1911 2330 2981
Sgcured Loans 2108 |, 2175 2059
Unsecured Loans 228 N 127 115
Current Liabilities 2542 2926 2416
Total 6789
9
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The above performance indicates that the company was
gradually improving. Reserves stood at more than S5 times

of the equity base as on 31.3.97.

STRATEGY FOR REHABILITATION OF USAL

For a 1long " time, the mini steel plant industry is
undergoing recession. Recession of the industry,
therefore had an adverse affect on USAL. As a result of
continuous losses, the company’ s accumulated losses not

only exceeded the net worth but also resulted in heavy

accumulation of debt burden which USAL is not likely to

be able to service on its own. Moreover,for the purpose
of revival of the unit, heavy capital expenditure would

be necessary which USAL would not be able to arrange.

BGL a profit making, sister concern of USAL proposes to
establish new manufacturing facility for 1ts 1increased
demand of 1ts products. The proposed expansion programs
will require approximately 3500 MT to 400C MI steel
ingots p.a. BGL proposes to use USAL as a backward
integrated unit. sreover, the scrap and borings
generated b+ BGL wou.d be used 45 @ raw material for the
induction of arc furnace. USAL proposes to mdke 0TS with
OBC which would substantially reduce the 1interest cost.
BGL, being a cash rich company -would not find 1t

difficult tc arrange funds for OTS to OBC, payment to

other creditors and mobilising fund for capital
expenditure.
s >y ro .
& “\j,"\'.‘
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SALIENT FEATURES OF THE PROPOSED SCHEME

The salient features of the amalgamation scheme are

summarised below :

The merger of the two companies i.e. Universal Steel &

Alloys Ltd with Bharat Gears Ltd shall be effective on

and from April 1, 1998.

All shareholders of USAL shall be issued one fuliy paid
equity share of BGL for every twenty shares in USAL held

e e ————————

by them.

The existing employees of USAL shall be offered
employment in BGL on the same terms and conditions, as if

there had been no break in the employment.

Dues of OBC, who are the only secured creditor of USAL,

will be paid as per the one time settlement arrived al

betweer, the parties.
Existing outstanding of BGL to USAL shall be waived.

All other liabilities including statutory dues are to be

either settled or taken over by BGL.

The scheme envisages BGL s entitlement to tax benefit u/s

72A of IT Act, 1971 so that the full amount of the

accumulated ioeses of USAL'as‘on the transfer date shall‘

e deemed to be the lossgﬁf BGL,

e = -
N S a— T e ) " e
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The entire-tax beneﬁits accruing to BGL, on USAL s merger
with it would be utilised for speedy revival of USAL, by
way, inter alia, of promoter s contribution to partilv
finance the cost of USAL'é revival scheme in the manner
stipulated 1in the scheme. The merger scheme is enclosed
at Appendix "A°. The share exchange ratio as worked out
by Ratan S.Mama & Co., an independent firm of Chartered

Accountants is enclosed at Appendix "B’
JUSTIFICATION OF THE PROPOSED MERGER

BGL and USAL are companies witpin the same group. USAL
was established with a view to develop a reliable source
of supply of castings of superior quality to BGL.
Although BGL purchased a bulk of the production of USAL
in the past (nearly 50-60%), it was not possible to make
USAL viable due to various extraneous reasons bevond the

control of the management. The rationale for the merger

of USAL with BGL at this stage is as follows:

USAL 1s now a chroniéally sick unit. It can't reblve cn
stand alone basis, as all the efforts to rehabilitate trs
company have failed and company was on the winding up
route. In order to put the unit baék on the raiils

substantial capital expenditure involving sizable fund
would be required which USAL would not be in a position
to arrange. Moreover, USAL also needs support for

assured off take of its products which would be taken

care by BGL. An additional aanntaée would be that the

I{scrap and borings generated by BGL would be used as a raw

matérial by USAL. S




s ———

BGL has plans fof expansion of its facilities and due to
the uncertain market conditions it is imperative for it
to find a reliable source of quality steel and castings.
Merger of USAL will facilitate BGL to have a backward
integration through which it will be able to control

-

quality and costs.

BGL has tied up confirmed orders for tractor'parts in USA
and for gears for the Tata Sumo Vehicle. To meet the
additional demand, BGL proposes to expand its capacity by

establishing a new manufacturing unit. Since the

expansion of BGL s proposed activity can be met at USAL’s

exlisting site, BGL would be in a pbsifibn to save

substantial cost on land, building etc.

BGL 1is a professionally managed company with sound
financial base, therefore, after merger, USAL will also
have professionals at management level which will

strengthen its managerial capacity.

Full operation of USAi will general additional emplovment

to about 100 persons.

Impiementation of the rehabilitation scheme of USAL
through merger with BGL will result in settlement of dues
of OBC, payment of fixed deposit holders and other
credi}ors of USAL. The payment of the abové dues by USAL

out of its own resources appears Lo be remote.

-



7.0 .+ EXISTING FACILITIES OF USAL

7.1 Manufacturing process & product range

7.1.1. The manufacturing process involves the melting of .steel
scrap 1in furnaces to form molted steel which is then
poured into moulds. Steel scrap of any shape is pfocured
and processed by adding alloy elements to refine the
sheets. On oxidising or reducing slag the same molten
metal 1s tested and then cast into ingots of different
shapes & sizes. The ingots are then sent to a folling

mill for rolling into different sections like rods, flats

[ o]

etc. The resulting steel & castings are basic inputs_to

the engineerihg industryv.

7.2 Land & Building

7.2.1. USAL has 17 acres of leasehold land at Faridabad obtained
on lease from the Arva Pratinidhi Sabha Trust. The book
value of the 1land as on 31.3.97 was Rs.92.98 1lakhs.

Depreciated value of building was Rs.65.14 lakhs.

7.3 Plant & Machinery

T7.3.1 The major component of the plant & machinery of USAL

comprises of three furnaces, of which one i1s an :nduction
arc furnace (capacity 1 tone) and two electric arc
furnace (capacity 8 tones and 10 tones). Apart from the
-furnaces, the company has a sophisticated spgctrometer,
{ moulds, electrical installations and misc. equipments.
;ﬁé gross block of plént'& maéhinery was‘Rs.425 lakhs; of

which electric arc furnaces were valued at Rs.153 iakhs

b
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S , and induction arc furnace was valued at Rs.50.50 lakhs.
The depreciated value of the plant & machinery was Rs.188

/ lakhs.

8.0 COST OF SCHEME'
{Rs.in lakhs)
Settlement of Liabilities 790.17
L Capital Expenditure 770.98
P Pro-Operative Expenses 61.21
Contingencies 65.68
{ Working Cap. Margin . 3.03
300.90  smmme————
Total 1691.07
8.1 MEANS OF FINANCE :
Interest free funds from 1531.07
Bharat Gears Ltd
Tax Benefit due to carry 160.00
forward of losses . = ———————o
" —Fotal—— - ©1691.07

Item wise detailed break up has been provided in Annexure
VIIT & VIIIA.

8.2 RESTRUCTURING OF BALANCE SHEET OF USAL

8.2.2 As a result of one time settlement of the dues oL wuoL,
reduction 1in share <capital, writing off a peortion of
current liabilities and unsecured loan of BGL to USAL the

balance sheet of USAL is proposed to be restfuctured.

The projected balance sheet of USAL as on 31.3.98, before
restructuring and after restructuring is shown’ in
Annexure IX. The provisional Profit & Loss Account of

USAL for the year ended 31.3.98 is shown in Annexure X.

8.3 ‘PROJECTED WORKING RESULTS

8.3.1 It is - presumed that after merger on 1.4.98‘~USAL- shall
1 ST = . .

4 becgne a division of BGL .and -reéstart- commercial

production from 1st of January 1999 i.e. the division

. , ' -months during 1998+99.  _CapaQilde.
R e NS, 4
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utiliisation for the said year have been assumed at 40%,

raising to 85% from the year 2002 onwards. During 1st

vyear of operation the USAL division is expected to incur
a cash loss of Rs.21.88 lakhs. However, the divisidn is
expected éo earn substantial éash profit from second year
onwards. Summarised projected performance upto the year

2001 (details in Annexure XI) is given below :

Rs.in 1lakhs

Year Ending 31st March 1999 2000 20001
Sale Value/{(Transfer price) 166 832 1332
Contribution ) 87 435 695
Fixed overheads 104 212 293
PBIDT (17) 223 402
Interest 6 6 6

o - - - —O9ther—Income - B Sy S 12

= Cash Profit (22) 222 406

Depreciation 114 135 156
PBT (136) 87 250
Tax - - -
PAT (136) 87 250

8.4 PROJECTED WCRKING CAPITAL REQUIREMENT

8.4.1 BGL 1s presently enjoying credit facilities from banks
with State Bank of India in the lead. It may be seen
from the projected working capital requirement (Annexure.

- XII) that the envisaged bank borrowing during 1998—9? has

been assumeed at Rs.19 crores against the existing credit
limit of Rs.19.50 «crores. BGL 1s, therefore, not
required to seek additional bank finance for running the
USAL division.

8.5 3 ‘h CTED CASH FLOW

. 8.5.1 !The .projected cash flow statement £

e

o | 2_



1998-99. Apart from the above, payment ol ihe Lixwvu
deposit holders (Rs.4.15 lakhs), payment to HSEB (53.44
lakhs), Gratuity payment (Rs.1.58 lakhs) to the
employees, payment to other creditors (41.62 lakhs), has
also been shown for payment during 1998-99. The proposed
capital expenditure required for rehabilitation of USAL

division of BGL has also been shown under application of

fund during 1998-99. :
PROJECTED BALANCE SHEET
It may be seen from Annexure XIV that net worth of the

merged company immedidtely-becomes positive as on.1.4.98.

However, considering USAL division as a separate
corporate entity the net worth becomes positive by the

year 2002.
RELIEFS AND CONCESSIONS
Bank - Oriental Bank of Commerce (OBC)

To accept Rs.636.84 1lakhs being settled amount as on

30.9.97 plus interest @ 16.5% per annum w.e.f. 1.10.97
upto the date of actual payment on settled amount. The
bank shall waive all other dues other than above. The

bank however, shall retain the charge on the assets ot

the company till the full and final set

dues as per OTS. o

The Bank has confirmed having receivéed trggentn:eQLJTS

/amognt and that USAL is discharged of all 11qq\ 3

whatsoever nature. "N
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1)

ii)

-y

fdl'ydlia state hieclricity budrd {(HSED)

To mutually settle the due amount with the compahy.
However, a provision of Rs.53.44 1lakhs against the
settlement of dues of HSEB is being provided in the

scheme.
To ensure continuous power supply to the company.

Govt.of Haryana (GOH)

As per the policy for sick units of the State Government,
the reliefs” and —Tonressions are to be limited for a
period of 5»years. M/s. USAL have already availed the
reliefs and concessions. Further concessions, if anv,

can only be allowed by the Steering Committee, "Harvana.

Govt.of India (GOI)/{(Income Tax)

To allow BGL to avail tax benefits under Section 72A of
I.T. Act 1961 so that full amount of the accumulatec
losgses and unabsorbed depreciation of USAL as on the date
of transfer shall be deemed to be the loss or
depreciation allowance of BGL. "~ The matter may be
reviewed, if necessary, in the light of the decision of
the Supreme .Court in the SLP filed by the Income Tax

Department in Tata Telecom Ltd.




1)

ii)

1ii)

iv)

V)

vi)

1)

lscheme.

4

Bharat Gears Ltd (BGL)

Shall bring in additional interest - free unsecured loans

of Rs.1626.64 ih the mannfer stipulated in the scheme to

meet a part of the project cost.

Shall strengthen the functional management of USAL

division.

Shall institute monitoring/control measures such as
Management Committee, Internal Audit etc for - USAL
division.

Shall meet any undisclosed liability of USAL, if any, as

on the date of transfer of the undertaking of USAbfout of

1ts own resources.

Shall meet shortfall, if any, in the projected generation
of funds for USAL, out of cost over run or otherwise as a

division of BGL.

Shall enter into a long term agreemént with the wor-. en
of both BGL and USAL for smooth i1mplementation of the

merger scheme.
wWorkers of BGL/USAL

Shall enter into a 1long term agreement with the

management of BGL for smooth implementation of the merger




10.

11.0

(1)

(ii)

CONCLUSION_ AND RECOMMENDATION

The rehabilitation of*USAL on stand alone basis could not
be 1mplemented so far and as a result the company wés
heading for winding up. For the purpose of converting
the unit 1into a profitabier undertaking, substantial
capital expenditure as well as reduction of debt burden
involving heavy capital outlay would be required. USAL,
being a chronically sick unit would not be able to meet
the above requirements out of its own resources. At that
stage BGL brought a proposal for merger of the unit with
1t. The proposed merger shall benefit all concerned as
may be seen from the épbve repéféf_“ﬁéiﬁié a healthy
profit making company, capable of taking the 1iap11ity of
USAL for its own benefit and the proposed merger in adany
case 1s not likely to affect the financial health of BGL
adversely. ;hirciére, considering all aspects the

proposed merger of USAL with BGL 1s support worthyv.

GENERAL TERMS AND CONDITIONS:

The company shall submit half vearly progresc reports in
the BIFR on the implementation of the scheme and the
physical and financial performance of the companv., with a
copy to 1IBI designated as Mon:itoring Agency (MA} withain
a period of one month from the date of releva&t half
years. The MA shall submit the said reports aiongwith

its comments to the BIFR within one month of the receipt

thereof.
Ty
y Y. E)M
The package oﬁlgﬁilefifco ? sions shall be subject to

annual rev1ew,€h§ the!

to /accelerate ;-t.he ] ‘paqu‘s 1ncrease




rate(s) should the prafitability, cash fliow and cther
circumstances sc¢ warrant, based on such reviews and after

obtaining the approval of BIFR.

(111) In case the projections in respect of the compdny do not
materialise to the extent envisaged, the shortfall in the
projections shall be met by the promcters by bringing in
interest free funds from their own sources.

(iv) Any contingent 1iability or any other liabiiity of USAL
not known at the time of financing and sanctioning of the
Rehabilitation scheme, ,shall be met out of additicnal

—interest—{ree funds to be brought in by BGL as and when .
required.
\.//\-’\"6\‘/\ (OIS C(.u‘f;
(S.L.KAPUR) (ASHIM CHATTERJI)
MEMBER MEMBER
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Appendix - A

BOARD FOR INDUSTRIAL & FINANCIAL RECONSTRUCTION

SCHEME OF AMALGAMATION/MERGER OF
UNIVERSAL STEEL & ALLOYS LTD. (USAL)
WITH
BHARAT GEARS LIMITED (BGL)

SCHENMIE

The scheme shall become operative from the etfective date.

[n this scheme, unless the context othenwise requires .

1

i)

()
")

V)
‘I)

"The Transferor Companyv™ means Universal Steel & Allovs Lid iUSAL).
company incorporated under the Indian Companics ACt. 1956, whose Reuistered
Oftice 15 situated at Allahabad Bank butidine. 17 Parkament Street. ew Deilr 110
[RION

“Ihe Fransteree Company’ means Bharat Gears Lid  (BGLy a company
mcorporated under the Indian Compames Act . 1938 whose Reuistered Ottfice s
situated at Chirainiv Fower, 45 Nehru Place. New Dethi 110019

“The Act” means the Sick Industiial Cempanies tspecial provisions; Aci . 1983
hercinafter cafled as the ~ et

“The BIFR™ means the Beard tor Industial and Financial  Reconstruction
constituted under section 4 of the Ac

*The Transter Date’ means |™ April [9<8

"The Eftecuive Date” means the dare on which last of the approvals or orders
hercinafter provided shall be cbramed and’or given and’or passed as the case mav
be ‘

vil) “Universal Steel and Allovs sharcheoiders™ means the persons who are registered in

the Register of Members of the Transieror companv as the holders of the
subscribed and paid up caprial o the Transferor company as on the “Transter dae’
or such later date as the Board of Directors ot the Transteree compeny in

agreement with the concerned Ssock Exchange mav determine

vin) The long term debt means the principal amount of the loans from  Oriental Bank

of Commerce (heremnafier defined as bank ) together with interest thereon

‘vl

ix) 'USAL Division” means the ewsting undertaking of USAL which afier
amalgamation with BGL will be considered as L SAL Division -

a) The authorised Share Capital of the Transferor company is Rs 2.00.0t:000 divided

mte 15.00.000 equity shares of Rs 13- each and 30.000 cumulative preference shaie of

Rs 100/- each  The issued. subscribed and paid up capital is Rs 57.50.000/« divided nto

5.75.000 Equuty Shares of Rs 10/- each.

b) Ason Y Apnil 1998, the Transfer.Date. the Authorised Share Capital of the Transferee
cgmpany is Rs 21.00.00.000/- divided into 200.00.000 (Equity) share of Rs 10/-

y '}_/
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cach & 100900 cumuiative Redeemable convertible or non-convertible preference
shares of Rs 100/~ each  The issued subscribed and paid up capital is Rs 4.81.83.010
divided into 48.18.301 equity shares of Rs.10/- each.

4 The Scheme :

This scheme of Merger thereinafier referred to as the ‘Scheme™ ) is effective from end of
31.03.98 and commencement of 01.04 98 which date is hereinafier referred to as the Transfer
date. This Scheme is conditional upon and subject to the sanction of the BIFR and its
specifying the date on which it is to come into force pursuant to Sec. 18(4) of the Act, the
date being hereinarter referred to as the ‘Effective Date’, provided different dates may be
specified bv BIFR for different provisions of the scheme pursuant to the above section.

5. With effect from the “Transfer Date’, the entire undertaking (s) and business of the
Transferor company including all its properties, movable, immovable and other assets of
whatever nature including but without being limited industrial and other licences; permits,
quotas, rights and other industnial right of any nature whatsoever, rights arising from any other
contracts/agreements. leases, tenancy rights, investments in share or otherwise, stock-in-trade,
workshop tools. advances or of moneys of all kind, book debts, outstanding moneys,
recoverable claims. the right to receive payments of deposits or securities. if anv, made by the
Transferor company together with interest thereon. trade marks and patents and other
industriai properties. benefits of all agreements and all the rights under the scheme of sales tax
concessions to new industrial unmits. and the entrtlements under the scheme of subsidies for
industrial units set up in backward districts (hereinafier referred to as ‘The said Assets’) shall
without any further act or deed. be transferred to and vested in the Transferee company
pursuant to an order to that effect of the BIFR and on the Transfer date, the Transferor
company shail be deemed 1o have been merged with the Transferee company.

6 With effect from the Transfer date, all debts, liabilities, duties and obligations of the
Transferor company excepting any liabiiity towards interest upto 31-3-98 on unsecured ioans

of the Transferor company with reiiefs and concessions (subject 1o conditions, if any) as -

enumerated hereinafier (hereinafier referred .to as ‘The Said labilities’) shall also stand
transferred or deemed to be transferred, without any further act/deed, to the Transferee
Company so as to become the debts, duties, lLabilities and obligations of the Transferee
company pursuant to an order to that effect of the BIFR provided always that the scheme shall
not operate 1o enlarge the secunty for any loan, deposit or facility created by or available to
the Transteror company. which shall vest in the Transferee companyv by virtue of this merger
and save as heremafier provided the Transferee company shall not be obliged to create any
further or additional secunity therefor after the merger has become effective or otherwise.

7 Subject 0 other provisions of this scheme. all contracts. deeds, bonds, agreements and
the instruments of whatsoever nature to which the Transferor company is a partv or to the
benefits of which the Transferor company may be entitled. subsisting or having effect
immediately before the EtTective date. shall be and remain in full force and effect against or in
favour of the Transferce company as the case may be, and may be enforced as fully and
effectively as if' instead of the transteror company the Transferee company had been a party or
a beneficiary thereto, save and except that the clauses relating to appointment of one or more

Directors, deputation of observers, appointmiént, reappointment, remuneration and change of
Managing Director, whole time Director/Manager, key officials, declaration and/or issue of

Ve
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dividends. raising. borrowing and/or reducing of loans. credits and investments, contribation
of charitable and other funds and appointment of agents or distributors contained in the
agreements with or correspondence exchanged between the Transferor company and the bank
shall be deleted and/or modified by the bank to the mutual satisfaction of the Transferee
company and the concerned bank.

8 All legal and other proceedings by or against the Transferor company. if any. pending
n anv Court/Tribunal or before anv other Authonty on the Effective date and relating 1o the
Said assets. the said liabilities and obligations and duties reterred to in clause 7 above shall be
continued and enforced by or against the Transferee company as the case mav be.

9 The transfer of the said assets and the said liabilities of the Transferor company under
clause 5 & 6 hereof to the Transferee companv and the continuance of all
contracts/proceedings by or against the Transteree company under clause 7 & S hereot shall
not aftect anv contracts or proceedings alreadv concluded by the Transteree company in the
ordinary course of business on or afier the transter date 1o the intent that the Transferee
company accepts and adopts all acts. deeds. matters and things done lawfullv and/or executed

bv the Transteror company in regard thereto as having been done or executed on behalf of the
Transterce company

10 U pon the transter of the said asseis and the said habilities of the Transteror company.
pursuant to clause 3 & 6 hereotand the merger of the transteror company with the Transterec
company becoming etfective n terms of this scheme. the consideration in respect ot such
transter shall. subject to the provisions of this scheme. be paid and satistied by the Transterce

company as follows

a) The ITransteree company shall pav and discharge the dues 1o the bank in the manner
provided i the Annexure appended hereto (The Revival Scheme)

by The Transterce company shall 1akeover all the current hiabiliies and bank borrowing tor
working capital trom the transfer date.

¢) The Transteree company shall 1ssue at par and allot 1o the Universal Steel & Allovs equity
shareholders shares in the Transteree company in the proportion of  One equitv share of
the tace and paid up value of Rs 10:- each of the Transferce Compam credited as tully
paid up for every twenty (20) equity shares of the tace & pad up value ot Rs 19 - each
held by the equity shareholders of the Transteror company on such date atter the Transter
date as the Board of Directois of the Transteree company mav deternine Since the ratio
of conversion s | 20, fractions ansing therefrom shall be treated 1in 1erms of clause te)

herein below

d) Norwithstanding anvthing centained in the Companies Act. 1936, the Transferee company
shall issue and allot equity shares 10 the Universal Steel and Allovs Equity sharchoiders
pursuant to this scheme by wav of 1ssue and allotsment ot equity shares of Ry 10.- cach as
fullv paid up or as near thereto in such proportion and manner and for this purpose. with
the approval of the shareholders of the Transferee company as specitied in relevant clause
of the scheme and Transteree company’s share capital would accordingiv be altered to give
cflect to the above

) 2
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¢) No certificate and/or coupons in respect of or representing anv share holding in" the
Transferee company of a fraction of an equity share shall be issued 0 the Members of
Transferor company who become entitled to a fraction of such shares in respect of their
holding by virtue of clause 10(c) hereof. All equitv shares of the Transferee company
constituting fractions shall be allotied 10 a Director on the express condition that such
/ person aforesaid shall sell the shares so allotted on such terms and conditions as are
approved by the Board of Directors of Transteree company after the relevant share
certificates are readv and the net sale proceeds thereof together with anyv dividends or
other benefits which may accrue thereon afier deducting therefrom all reasonable expenses
of an incidental to the sale. shall be credited to the accounts of the Members entitled to
such fractions and shall be distributed pro rata among such members of the Transteror
company in respect of their respective entitlements to the fraction aforesaid

) The said equity shares in the Transteree company to be issued to the Transferor company

shareholders shall rank par passu in all respects with the existing equity shares in the
_ Transferee company except that the hoiders of the said equitv shares shall be entitled 10
! pro rata dividend. tor the vear in which equity shares in the Transferee company shall be
' allotted 10 the Universal Steel &' Allovs shareholders. from the date of such allotment

Such of the Universal Steel & Allovs shareholders who do not want to retain the equity
shares of the Transferee compam shall have the option to cet their entitlement of equiiv
shares in the Transteree company sold through the Transteree company at a price 10 he
decided by the Board of Directors of the Transferee company

(2

- hy Al members whose names shail appear i the Register o Members of the I ransteror

! company on such date (atier the ettective date) as the Board of Directors of the Transteror

company may determine shall surrender their share certificates tor cancellatien thereot 1o

the Transteree company  In detault. upon the new shares in the Transteree company beiny

issued and allotted by it to the transteror company shareholders whose names shall appear

on the Register of Members ot the Transieror company on such date as atoresaid. the

| share ceruficates in relation to the shares held by them n the Transferor company shali be

deemed to have been cancelled .

Upon the scheme being etfective. the liabihuies of the Transteror company as on |-4-98
shall be paid and discharued by the Transteree company in the following manner

The iransteree company snaif takeover the long term debt. the current haluhties and
bank borrowings for woriing capual without any relief from the “Transter date” as
agreed upon in the indiv:dual context However. the reliets/concessions would be
granted by the bank as incorporated in the scheme for USAL’s revival and that the
Transferee company shall settle/pav the dues outstanding to the bank/workers of
Transteror company'State Govi Govt  of India’Creditors in accordance with the

provisions of the atoresaid scheme g

12 The Transferee company shall. if not aircadv empowered. pass the requisite Special
Resolution pursuant to Sec 81 (1-A) ot the Companies Act. 1956, and in accordance with the
provisions of Articles of Association of the transferee company for the ofter and allotment of

_ ) equity shages in the Transferee company 1o the USAL shareholders in accordance with and
subject tothe proyisions of this scheme




13 Investment allowance reserve .if anv. of the Transieror company as at 31-3-98 shall be
deemed to have been transferred to Investment Allowance reserve in the Transferee company.
Reserves excluding investment allowance reserve of the Transferor company as at 3]-»-08
shall be deemed to have been transferred General Reserve in the Transteree company

4 From the Transter date. a suitable clause will stand incorporated in the main objects
clause in the Memorandum of Association of the Transferee company and the Transferee
company shall be deemed to have been entitled to commence the business pursuant to the said
object with effect trom the said date

IS With etfect trom the "Transter date’ and up to the "Etfective date’ the Transteree
company:

a) Shall be deemed to have carnied on all business and activities and shall be deemed io have
held and stood possessed ot all the properties and assets so to be transferred tor-and on
account of and in trust for the Transteree company and that all the protits or incomes
accruing or ansing to the Transteror company or expenditures or losses ansing or incurred
by it shal! for all purposes be treated as the profits or incomes. expenditures or losses of
the Transteree company as the case mav be

by Hereby undertakes to carm on ats business and actuvities with utmost prudence and shall
not deal with the said assets or anv part thereot except m the ordinan course of busiiess
without the prior consent ¢t the transteree company

¢) Shall not vany the terms and condimons of the emplovment of anv of 11 emipiovees excep!
m the arginary counse of business and

d) Shall not wathout the concurrence ot the Board of Directors of the Transteice compam

undertake anvy line of business

fo Fhe accounts of the Transteror company have been made up i acceraance with ilie
requiremernt of the Companies Act. 1930, and the Income Tax Act. 1961, tor the period ended
31-3-98 The profit or loss oi the Transteror company. it anv. tor the period beginnmy with |-
4-98 will belong 10 and be the protit or loss of the Transteree company.

17 The excess of the liabilitics of the Transferor company represented by its secured and
unsccured joans (excepting as provided carlier herein aboye and liability towards serest upto
the Transter date on the secured loans of the transferor company) and other curient habnhnes
on the Trassier date shall stand transterred o +he Transieree company

iR The Board of Directors of the Transteree company and ot the Transteror compan
acuing jomntly or throug any person (s) duly authonsed by its Board of Directors may assent
on Hchalf’of all concerned. (a) 10 am conditiors which the BIFR may deem it 1o impose and
mav do ali acts. deeds. matters and things necessany or usual for carrving tiis scheme into
effect. and ib) 1o anv. moditications ¢t ar amendmenis.to this scheme

19 (a)» BGL shall be eligible for benefit of set oft of carrv forward losses unabsorbed
depreciation of L'SAL in accordance with the provisions of' Sec 72(A) of the Income Tan Act.
1961, relating to set ofl and carry forward loss and allowance for depreciation and that it shall
not be necessarv for the merged company i e -BGL to submit the scheme of merger to the

_ specified guthority and no declaration from the Central Govt. as provided by Sec 72(A) of the

’
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Income Tax Act, 1961, shall be required for the purpose of enabling amaigamated conipany
ie. BGL to avail the benefit of the aforesaid set off pertaining to USAL. The benefits of tax
reliefs obtained under this section  shall be limited to the extent envisaged in the scheme of
revival and any items under appeal for USAL and shall be utilised for the revival of USAL
(Universal Sieel & Alloys division of BGL subsequent to merger) as per the provisions of the
scheme. Further. BGIL shall be eligible to the benefits of set off of carried forward
losses/unabsorbed depreciation of USAL w/s 72A of the Income Tax Act, 1961, and for
benefit of set oft of carried forward unabsorbed investment allowance of USAL in accordance
with Sec 32A(6) of the Income Tax Act, 1961, irrespective of the provisions of Sec. 2(IB)(iii)

of Income Tax. 1961

(b) To consider waiver of the requirement of clause (i11) of Sec. 2(IB) of the Income Tax Act
tor grant of benefit u/s 72A and Sec. 32A(5) & (6) of the Income Tax Act, in case shares
to non-resident shareholders of USAL cannot be allotted to them for any reason
whatsoever.

(c) USAL shall also be exempted from the provisions of Sec. 41(1) of the Income Tax Act,
1961, only in respect of remission of any liability which is specifically provided in the
scheme of revival.

20. All the- emplovees of the Transferor companv—n -emplovment—of the Transferor
company on the “Transter date’ in terms of this scheme shall as from such date become the
emplovees ot the Transferee company on the basis that their services have not been interrupted
by vesting of the undertaking of the transferor company in the Transferee company under this
scheme and that the terms and conditions of service applicable to them on the ‘Transfer date’
as aforesaid will not i any way be less favourable to them than those applicable to them
immediatelv betore the “Transfer date” as aforesaid. The employees of the Transfercr company
shall. however. abide by all the terms and conditions as set out in any of the
Agreement/NMemorandum of settlement u/s 18 of the Industnal Disputes Act, 1947, arrived at
between the Transferor company and their workers.

21. The scheme althougi uperative from the ‘Transfer date’ shall be subject to the following
approvals and upon all such approvals being obtained shall be deemed to have been
effective on the ‘Transfer date’.

a) Approval of this scheme by a Special Resolution passed by the shareholders of the
Transferee company '

b) Approval to the issue and allotment of equity shares in the Transferee company to the
USAL shareholders in accordance with and subject to the provisions of this scheme by a
Special Resolution of the transferee company i.e. BGL pursuant to Sec. 81(1-A) of the
companies Act, 1956, as provided in clause 12 of the scheme.

c) The sanction of this scheme by the BIFR by wirtue of the powers vested in it by the Act
for the amalgamation/merger under this scheme and for the implementation thereof.

s Ali costs. charges. expenses of the Transferor company and the Transferee company
respectively in relation 10 or in connection with the negotiations leading up to this scheme
and/or carrving out and compieting the terms and provisions of this scheme and incidental to
the compiction of mereer of the Transferor company in pursuance of this scheme shail be
borne and paid by the 1ransferee company. In case, however, this scheme 1s not sanctioned by
the BIFR for anv rcason whatsoever or for any other reason this scheme cannot be

i
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implemented. the partics to this scheme shall bear their respective costs. charges and expenses
in connection with the scheme of merger.

23 Upon the scheme being sanctioned by the BIFR. the Transferor company shall stand

dissolved without winding up and its Directors shall cease to be its Directors.

24 The Gort consent appioval in regard to consequential amendment/change in Letter of
Intent/Industriai Licence shall be sought to give effect to the provisions of this scheme.

25. No further approval. permission or sanction shall be needed under the provisions of the
Companies Act. 1956, the Capital Issues (Control) Act. 1947, MRTP Act, 1969, or any other
Law excepting the Foreign Exchange Regulations Act. 1973 and the Urban Land (Ceiling &
Regulations) Act. 1976 with respect to any provision of this scheme and any inconsistent
provisions of the said other Acts shall be deemed to have been waived/superceded/not
applicable in terms of the provisions of section 32 of the Sick Industrial Compames (Special

Prowvisions) Act, 1985

26. A copy of this sanctioned scheme should be filed with the Registrar of Companies in the
respective State(s).
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INTRODUCTION

Universal Steel and Alloys Limited (‘USAL'), is a mini-steel pfant
established to manufacture steel ingots. USAL 1s financially unviable and
operations were suspended in 1985 due to accumulated losses. The
Board of Industrial and Financial Reconstruction (‘'BIFR’) has
recommended winding up of the company. However, a group company,
Bharat Gears Limited ("BGL’) now proposes to takeover the assets and
liabilities of USAL under a scheme of amalgamation to be submitted to the
BIFR for its approval.

The objective of our assignment is 10 provide an independent opinion on

- the vaiue of the shares of USAL for the limited purpose of determining the

ratio of exchange in the proposed scheme of amalagamation with BGL.

SCOPE OF WORK AND LIMITATION OF PURPOSE

Our approach was to arrive at an informed opinion about the fair value of
each share of USAL for the specific objective of determining the ratio of
exchange for the proposed scheme of amalgamation and should not be
used for any other purpose.

The conclusions and opinion contained in this report are based on the
information and  Aat=ilz ~rsyided Oy the management end  certain
assumptions which we considered to be valid and appropriate under the
circumstances. We have not verified the accuracy, completeness or
reliability of any information fumished to us for this purpose other than a
review for overall consistency. Similarly, we have not physically verified
any of the assets or liabilities of the company.

Our report should not be construed as an audit or investigation of any
financial information or an evaluation of the commercial viability of the
company.




~

3. OUR APPROACH

3.1 METHODOLOGY

The net asset basis of valuation was considered to be the most
appropriate under the circumstances. The alternative methods like
market price, discounted cash flow or earnings capitalisation were
not considered due to the followming reasons:

1.

USAL is a sick company, the winding up of which has
already been recommended by the BIFR. Therefore, the
assumption of going concern is not valid and the break-up
value of the assets should therefore be the ~basis of
valuation.

—2---- The operations of USAL are not considered to be viable.

(€3]

The merger is intended as a bail out by a group company.

Although the unit will recommence operations subseguent to
the merger, the output 1s inttially intended to be vsed as
captive consumption by BGL. Accordingly, the question of
future cash flows or earnings projections does not arise.

The shares are not frequently traded and the market price
cannot therefore be considered to be & true meas_re of the
value of the future earnings of the market.

In armving at the fair market value we have factored in the foliowing

aspects .

1. Market value of the rea! estate.

2z The tax benefit which would be availabie to BGL as a result
of the benefit of set-off of the ioss of USAL acainst us
profits.

3 Material changes subseguent 1o Marcr: 31, 1997, mciuding

the remission of liabilities as preposed under the scheme of
amalgamation.



3.2 SOURCES OF INFORMATION

Wiale underiaking this assignment, we have relied upon the

1

&)

(¢ 5

Audited financial statemenis of USAL and BGL for the
financial year 1996-97.

Operating results (pre-merger) of USAL

Valuation report of land and building of M/s Madhukar
Sharma & Associales.

Information and explanations fumished by the management.

Market intelligence and discussions with industry experts.

4. CONCLUYSION - -

In our opinion. the tair value for each equity share of USAL is Rs. 1.50.

It should be noted that any change in the financial information provided 1o
us or the occurrence of any event which mater:ally affects the business o:
the assets anc hiabilities of the company would change our estimate of the
fair value stated above.




L

BHARAT GEARS LIMITED
ANNEXURE 8.1

COMPUTATION OF VALUE PER SHARE

AMQUNT
Net worth as on March 31, 1997 {Rs in 1acs) 2.981
Number of shares 4.818.301
Book value per share 61 87
Average &\arkd value per share of Bharat Gears Limded of last 6 months 29 24
45 55

Average value per share

Oy
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BHARAY GEARS LIMITED
ANNEXURE 8.2
AVERA(.ZIE SIX-MONTHS HIGH-LOW QUOTATIOiS : i
MONTH HIGH e LVERAGL /
Rs NS Rs
May-97 27 05 7475 25 8¢ ’
June-97 3235 2140 26 63 r
July-97 3225 2y 2 31 2¢ {
August-97 ) 4310 2025 2518
Septernber-G7 28 00 2750 2800
. October-97 29 95 27 02 28 48
- Total Rs " 7975t 156 20 175 43
Average Rs — - - == e 3194 2F £3 2G .”4_
¢ -
' -
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UNIVERSAL STEEL AND ALLOYS LIMITED

APPENDIX 8.3
&

COMPUTATION OF RATIO OF EXCHANGE

AMOUNT
Vaiue per share of Universal Steel and Alloys Liminted 155
Average market value per share of Bharat Gears Limited of 1ast 6 months 29 24
Ralro of exchange 120

i

0
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BRIEF PARTICSR Annexure -1
NAME OF THE COMPANY LIESSAL STEEL AND ALLOYS LTD
ADDRESS Regd Office Ansnt Bark Busicing
= Pamet Skeet
et 110001
Works Gomdiaprastha Estate

P o Magar

famma. Haryana
Whether the company islocated Nc
in a3 notified backward area
Sector e S

- _ To= = 7=

Year of incorporaton ™ - = = -
Uines of Manufacture - . . Sleerps
Licensed Capacry Stecims 28000 Tonnes
Instaled Capacity . Stes!lyss 28000 Tonnes
Actwevable Capactty Slee! s 100 Tonnes
Whether MRTP.FERA Co © No
Sae of the una Large
Uses of firushed products Used paameoiive component

manuieaeis Desic raw materials
Whether for direct exports or M
considered az deemed exports

UNIVERSAL STEAMD ALLOYS LTD

Emgployment Strength as on 31/12/97 :

Officers

Supervisors
* Permanant Workers

BadWwCasus! Workers




BRIEF_PARTICULARS

Capitat Structure and
Shareholding Patten

Authorised
Equity Shares of Rs 10/- each
Cumuiative Preference Shares

of Rs 100/- each
Tota!

Paid up / Subscribed

PARTICULARS

indian Promoters

RAUNAQ GROUP AND ASSOCIATES

- DIRECTORS AND RELATIVES

Einancial Institutions-

—

BANKS— =
industrial Finance Corpn

b

PUBLIC & OTHERS

Whether Stare isted o
- Stock excrange

Owvidend record for iast 5 years
Board of Drectors
Chairman

Nomunee of BiF R

Nos

O e

UNIVERSAL STEEL AND ALLOYS LTD

Annexure -'I(contd.)

Vaiue Rs lakhs

1500000
50000

Nos

150

P

50

200

EQUITY
RSLACS %AGE

122000 12.20 21.22 .
82216 8.22 14 30
- - T i
1700 . 017 030
73350 734 1276
75050 751 1305
295734 29 57 5143 . ~
575000 57 .50 120 00

Yes Delhi Stock exchange. ¢

N

Nominee of Haryana Govt
Nominee of HaryanaSowt

Nomisnee of HSIDC

Mr Ravrzg Singh

Mr R S Aggarwal
Mr Ajit M Sharan
Miss Asha Jauath
Mr M K Jan

Mr. U S Arand
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BHARAT GEARS LTD

BRIEF PARTICULARS Annexure - ¥

HAME Of THE COMPANY
ADORESS Regd Office

Head Office

Works

Whether the company s located

in a notified backward ares

inctaed Capacty

Whether MRTP FERA Co
Se of the unt

Jees of fimahed products

PWhethe K drect exports o
corsidersd 38 deemed eports

Epioyment Strength 2¢ on 31/12/97 -

BHARAT GEARS LTD

Chirangv Towers, Nehru Place
New Oedts 110018
Tel - 6431724 Fax 6410828

Bombay 400021, .
Tel : 2831114 Fax 28702897 :
Kausa Shil, Mumbny

Oist Thane 400612

Tel . 5352034 Fax 5351651

No
Pubic irmited compary
Private Sector
1872 7
Atomotrve Gears
Automative Gear Boxes -
usinal Fumnaces . - -
Autornotive Gears 4000 Tonnes
Automotree Gear Bowes 10000 nos
Sndustrad Fumaces 20 nos
Actomatove Gears 7500 Tonnes -
1830000 nos
Aytomotive Gear Bowes 2500 nos
Incustnal Furnaces 20 nos
Aigomotrve Gears 6525 Tonnes
1600000 noe
Automative Gear Bores 1000 nos
Incustnat Furmaces 5 nos
No
Large
Auromotive Gears For assembly soto automotutes

Automotive Gear Beses For assembly 10 automotries
ISty Fumaces For use of automctide component mi

About 25% of sutomatve gears are for drect exports

B8
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BHARAY GEARS LTO

,

Capiai Structure and
Sharehokding Patiem

Authorsed
Equty Shares of Rs 10/- each
Redeemebia Prefersnce Shaies

of Rs 100/- each
Total

Paxd up / Subscribed

PARTICIALARS

PUBLIC & OTHERS

wWrether Share ¥sled on
Stack exchange

Oneng record for e © prent

Boerz ol Dwactory

BRIEF PARTICULARS

Annexurs - i (contd. )

Nos Vatue Rs skhs

20000000 2000

2100

Nos, RS LACS %AGE

534260 Nao 11.09

1252092 12924 =99

819580 81.96 17.01

475720 47.57 9.87
2T TH5G 0n7e 452
16€200 16 2 la
99900 999 207
45710 457 095
45000 450" 0.5
13110 b JR) R X )
21600 21 0.45
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Annexure - il

Universal Steel And Alloys Limited

Statement of Past Workitm Resuits (Audited)

i

Rs. Lacs
[Period ended March 31 = 1895 199 1997]
| ¢

Production (MT) NiIL NR NIL

Sales 71.34 4.34 4.1

Raw Matecial 7.05 337 0.26 _
Excise Duty 0.54 0.03 0.04 —
Employee Related Expenses 5.14 375 4.08

Rent Rates & Taxes 0.76 0.76 0.76

insurance - - 7 038 0.38 0.36

Provision for Doubtful DebtsLoans & Advances 7.49 513 03 ~
Imecoverable balance written off - o 3.08 _ 0.52_ -

Administration Expenses | -1.80 1.27 0.96 -
Total Expenses 26 .24 15.18 6.69 -
Gross Profiv(Loss) (18.50) {10.85) {2.58)

Interest 218.07 266.82 335 19

Other Income 2.51 41.16 358

Net Profiv{Loss) (234.46) {236.51) {336.19) - ‘
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Annexure- IV
Universal Steel Ang Alloys Umited

Past Financial Poslition

- Rs. Lacs
[Period ended March 31 1985 1996 1997)
Assets
: Gross Fxed Assets 680.72 680 72 68072
f Depreciation 31117 32155 33150
Net Fued Assets 369.55 356 17 349 22
4 ) Investments 005 ~ 005 0.05
Current Assels
4 Raw Matenai 383 © 383 393
Finshed Goods 1295 958 9.32
S — -Stores & Spares - 898 858 8 98
( Loose Tools 037 _ _037 037
__ Cash & Banx Balance - 1.14 269 1.40
" Recervables 1142 556 533
p Loans & Advances 2003 19.56 19 52
Yotal Assets 428.42 405 89 J398.12
4
Li1abihties
f Share Cania 57 5¢ 57 5C €T S0
Reser. == § Surplus
e Caornra Se<pr.a 200 74 Q7 26 180 a1
Secwrec Lcars .
p Yerm Lcan frem 'RBI 90 0G .
i from CEC
Cash Credn 406.71 08 7% 4 £3
- Term Loan 100 00 100 OC 100 oC
4 imeres: pccrued and due on tenm kan 788.07 983 09 132927
Unsecurec (can .
¢ Foxed Ceposts 417 15 & 1%
- Otners 10175 19€ 54 196 54
¢ Curreni L.abitmes & Provisions
) Sundry Cregrtors 15161 15 67 146 62
Cthers Ceedidors 8315 8167 8198
Advances from cusicmen 2020 20620 1% 0O
4 Uncamed Drrgends 045 045 045
Provweson for Giatutty 084 C o4 128
'd ) Tolel Cunrert L iabdties 256 35 25493 252 33
Accumuisied L osses (155587) (1,783138) (212857)
e ) (. Topjpl Capital & Liabiittics 428 42 409 89 398.12
/ =
' ER
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Annexure - V
Bharat Gears Ltd
Past Working Results
for the year ended 31.3 ..

(Rs. In 1akh)

1997 1996 _ 1995 1994 _ 1993
Sales & Other Income 11519 11207 8509 6859 7246
Raw matenals & Components 5095 5438 4057 3307 3632
(inc. Ex. Duty & Proce. Chgs)
Contbn. (value added) 6424 5769 4452 3552 3614 —
Personnel ) 1768 1442 1193 1039 906
Stores, Tools, Power & Fuel 1842 1630 1329 " 1241 1160

and Repairs & Maintenance

Lease Rent 227 224 184 66 58
Other Expenses 773 838 _ 559 - 4I5S 458
Profit before Intt. & Depen. 1814 1157 720 363 £82
Intt. & Oiher Bank Charges 456 478 467 428 430
Prft after Intt. & before 1358 1157 720 363 582
Depen

Depreciation 310 365 303 289 291
Profit after depreciation 1048 792 417 74 291 ¢
Prov. for earher vears 25
writicii dack '

Profit before taxes [048 792 417 74 314
Taxes on Income 397 a1y 161 5 73
Profit after Taxes 651 518 256 69 241
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) Annexure - VI
) Bharat Gears Ltd
Past Financial Position
_ J;R‘s} Ia lakh)
1997 1996 1995 1995
Cash & Bank Balances 218 329 203 35 99
Loans & Advances 399 311 268 429 521
| Sundry Debtors 2385 2223 1536 1223 1608
= Liquid Asets 3002 2863 2007 1687 2228
é Inventories 1836 1988 2217 1563 1230
3 Current Assets 4838 4851 4224 3250 3458
Prowvisions 228 213 224 111 210
- Sun. Creditors & Acceptances 1925 2354 2009 1348 1149
- = _ Other CurrentLiabilities— — _ 263 359 309 257 304 -
. Current Liabilities - 2416 2926 2542 1716 1663
Working capital - 2422 1925 1682 1534 1795
Net Fixed Assets 2563 2537 2407 - 2357 2166
(excl. Revaluation) ,
Investments | 170 170 158 14] 141
Capiiai cuipivyed 515§ 4632 4247 4032 _ 4IQ2
Long Term Loans 1236 1565 1650 1656 1187
Peferred Payment Credits 13 28 50 74 103
Long Term Debt 12499 1593 1700 1730 1290
Bank Overdraft 810 582 408 330 854
Fixed Deposits 115 127 228 231 220
— Total Debt : 2174 2302 2336  229: 2364
| Net Assets - 2981 2330 1911 174} 1738
Equity Capital 482 482 482 482 482
Resernues 2499 1848 1429 1256 1256
(excl. Revaluation reserve)
Deferred Revenue Exp.
Net Worth . - 2981 2330 1911 1741 1738
Gross Fixed Assets 6556 - 6310 5813 5461 5083
inc. Revaluation Rs.284 .8 kh
Total Liabilities 4590 5228 4878 4007 4027

— M-
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Annexure Yiif

Universal Stee! And Alloys Limited

- Summary of Project Cost & Means of Financing

Cescription of Project ‘ Amount Amount
- . " {Rs. In Lacs) (Rs. in gacs)
Settlement of Liadilities
OBC Loan OTS - 689.38
g HSEB dues 53.44
} Fixed Deposits ) 4.15
i Current Liabilties ‘ 41.62 _
Gratuity Dues 1.58 -
X 790.17
- Capital Expenditure
: . Site Developmemnt - . 23.00 =
= Buildings - 87.87 B
- _ Plant & Machinery - Imported - — 28929 -
= _ : “Plant & Machinery - Indegenious 225.82
Miscellaneous Fixed Assels 145.00 -
Pro-Operative Expenses 61.21
Contingencies 65.68
Working Capdal Margin 303
906 90
Total 1.691.97 -

Means of Financing
interest Free Funds from Bharat Gears Lid. '53j.e3 )
Tax Benefd due to carry forward of losses t1go-cd

1,681.07

Tota!




AA: GUAND L1D

UL TAILS OF LAND AND SITE DEVELOPMENT
PHASE L

LAND' - fo be acquiced .
Levelling
inter nal Roads
Fencing and Compound

f
b

.- .
Frnenuve & iy a

BUILDINGS PHASE | PHASER PHASEN Rslacs
Main Sulldings 50.00 £0.00
Awdiary Bulidings 15.31 15.3¢
Admintsasve Bulidings
Godowne/Stor es 10.00 1000 —
Miec Non =Factory
’ Sloe/Storage
Gerages } 0.50 .50 -
{ w Sewers and Drainages 10.00 10.00
Sub-Towd 75.31 1050  ssst —
Achitect Fees 1.01 0.25 2.08 — )
N — Yo miz 10.78 8107 - - —= =
: !
8HARAY GEARS LTD
PLANT & MACHINERY - WMPORTED Rs lece
Description PHASE i PHASE N PHASE Hi Tkad B o
Machwrery Imporied - FOB value 216.94 216.94
Mechinery imported ~ Fresght and inswrance 10 85 10.8% -
Machinery anported - import Duty i 56.95 58.9%
Machinery imported - Clearing and forwarding 4.56 4.58
289.29 289.29
PUANT § MACHINERY - INDEGENIOUS As lacs
Descripion PHASE 1 PHASE PHASE M Totai
Machinery— Indegenious - FOR 168.52 1$8.52
Machinery - indegenious - Excise 19.98 19.9¢
Machinery ~ Indegenious - Sales Tax 9.32 rLx
Quall'y Controi Equipment 20.00 20.00
Toolroom Equipment 10.00 10.00 _—
= i 225.82 228.82
- I - -—. --------------- Pemmem oS mm T Emm———
- ’
/ —L -
- i t— i i B




t‘ . . . > \/‘h“‘\Cl‘.ﬂc V_‘-u.
OF MISCFIXED ASSETS  TRANSMISSION A lscs - Cen
PHASE | PHASE Nl PHI TOTAL
ical instailations : 105.00 IOS.N?
Fighting/E fliuent $.00 $.00
mnpressed Alr lnstaflations 15.00 15.00
Canloen 10.00 10.00
FumRure/Office Equipments/Vehicies 10.00 10.00

125.00 20.00 145.00

BHARAT GEARS LTD
OETAILS OF PRELUMNARY EXPENSES FOR RAISING CAPITAL

[P - . - —— -

umd .tn -

SOURCES P tacs expenses Ry lacs PHI PHHA PHE
Equiy-pr_omom
Equity ~Rights 5.00
Rupes loans 2.00
Foreign Curnrency Loans 2.50
‘~davnal Accrualy - 1586.89 -

DETAILS OF PRE-OPERATIVE EXPENSES - -
-------- ~ Rslacs™ - - -
PHI PHI PHIN Toad —
Interest before commermcement of production
Personnel expenses ' 480 7.00 15.2¢ 27.01
Communication 1.40 1.40 1.40 4.20
Travelting . 200 2.00 2.00 6.00
nsurance 15.00 15.00 .
Misc Exps 300 3.00 3.00 $.00 _ ‘
= Total 1120 13.40 36 61 61.24 -
. ,
NON FIRM  TOTAL Tota!
DETAILS OF CONTINGENCIES COST COST SAGE Aslacs PN PHa
LAND ANG SITE DEVELOPMENT 20.%0 300 5.00 1.02
BUHDINGS , B7.87 8787 500 4%
PLANT & MACHINERY ~ IMPORTED 385 88 28029 T 1000 3250
PLANT & MACHINERY - INDEGENIOUS 227 .48 275 82 $.00 11.97
MISC FIXED ASSETS 145.00 145.00 500 7.25
PREUMNARY EXPENSES FOR RAISING S.00 .

PRE ~OPERATIVE EXPENSES ' 61.21 st.21 500 3.08

927.74 1502.19 &5.68

-
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Annexure- X
. Universa! Steel & Alloys Limited
Prov. Balance Sheet As ot 3151 March, 1598
Pre Merger Post Merger
Sources of Funds Rs. Lacs Rs. Lacs Rs. Lacs Ry Lacs
Sharehoiters’ Funds
- Share Caprtal 57.50 . 287
Caprtal Reserves 170.89 170.088
22839 Q 173.76
Loen Furxds
Secisud Loans 2,243 86 - 665.38
Unsecaared Loans XX0.68 haa 4.15
245055 683.53
B 2.678.94 387 .29
Fixed Assels _
Gross Block £0.72 T e80T
Less : Depreciaton 31.50 310
Net Biock - 349.22 342
Investments - - -~ = T 0% = - .
. Net Curent Asse(s . .
Cusrert Assets Loans § Advances
Nvardones 21.61 1226
Trade Debrors 53 -
Cagh £ Pank Do — 290 290
Loans & Advances 19 82 1925
49.36 34 .4t
-~ 4
Less . Currert Labérbes & Provisions
Curent Labdtes } £1 82
HSEB dues -~ } 2106 5344
Geatuty dues 158 58
252 64 9€ 64
(200.28) {82.23;
Frofit & Lows Accournt
Brought Forwerd 218S8 -
For e Yewr a0 37
250 85 580 X0
28T8.94 TR 8

- * 28,750 sherea of Rs 10 sach of Bharst Gesrs Umied in echenge of 5.75.000 shares of Universal Steel And Alloys Limiied se per

the shere sachenge rxtc of 1 20 o1 per mdependent vehustion done by Restan § Marra & Co ( Chartered Accourtcrts - New Delhi )

> As par OTS egreed by O8C

il

.

R o .
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Annexure - IX A
BHARAT GEARS LIITED

CONSOLIDATED BALANCE SHEET AS AT 31st MARCH, 1568

Rs in laks
USAL 8GL TOTAL
Amount  Amount Amount
Liabllities
Share Capital
Equily Share Capital . 287 48183 484D
Reserves & Surplus 170881 3.140.89 351N
Secured Loans €89.38 325571 33483
Unsecured Loans - £.15 184.00 834 _
JCument Uiabiies & Provisions - — =~ 1 64| 266327|  27589)
‘_xi -
Tota! Liabilities ' 9:53.93 9.725.70 13,639 62
Assets
Fixed Assels
Gross Block 8836 72 8,106 85 LA W 5
Less  Deprec wwon 3331.%0 435124 ‘e 1
Net Biock g 22 378555 477
investments - 170.00 1To00L
Cumrert Assats Loans 3 Agvances 3441 880G .15 5834 58
i & Loss Al £30.30 - 253
Towl Assets h 9% 193] 4725.7C N ) E'J'J'
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Annexure - X

Usiversal Sieel & Alicyss Limited

=-ov Profit & Loes Account {or the Yaaw - ended 31st March 1998

Rs. Lacs Rs. Lacs

Sales i . 4.50
Other mzome - __—4% -
’ 8.50
Decrmas2 in Inveniories 1.00
Empicw=es Benefils 4.80
Mig Aomam & Sales 2.50
Finance Oy - 414.09
Revaiiz=inon reserve wriltea off Q5_22
. - 412.87
Loss (404.37)
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~ Bharst Oears Limned
USAL Division

Projec ted Statement of Working Resutts - Post Merper

P

Rs.Lacs
[Persod endec Kerch 31 ] 194 [ Pooo | 2001 | 2002 | 2003
insiafied Capecly ( tonnes) 00 700 700 700 700
instafed Capachty { Nos) 310,000 310,000 310,000 310.000 310,000
Capecity Utiinshon (%) 0% 50% 80% % 5%
Producton ( Nea) - 31000 155000 248,000 m@_ 263500
Transier Puce / Sawe Value 168 48 ;R 1,311 141494 1.414.94
Vansble Costs ©
Paclung x 16.50 2654 2820 2820
Froight 1.45 724 1158 1230 1230
Commaession . . . . -
Excise Dty 2183 100.65 175 .44 186.41 186.41
75.48 397 40 635.84 67558 675.58
Contribation 2498 __ 4ME2. 69587 739.58 739.36
Contribubon 23 3 % of Transter Value 52% 2% 52% 52% 52%
Fixed & Sevrs Fasd Costs -
Vendoring - 412 — 205 3284 - B0 — IS
Stores & Speces - 412 20.59 3284 00 ¥5.00
Tooling 4.12 2056 3294 35.00 .00
Power & Fuei 538 2841 47.06 50.00 S0.00
Personnel E xperaas 882 44.12 70.58 75.00 75.00
Repars & Marnt 20.00 30.00 0.00 .00 30.00
Travetng 1000 1000 10.00 1000 10.0Q
Commurecation 1000 10.00 1C.00 10.00 1000
Wrsuranca 15.00 1500 15.00 1500 15.00
Mrsc {2.00 1200 12.00 12.00 12.00
Lasse Rere
104.06 21228 293 47 307.00 307 00
PEIOT 1708) 2262 402.40 £32.38 432.38
irterez:
Fued Laans ‘
Working Cag4m | csn 626 654 641 652 €73
Cash Profit floss) {23.5) 21800 395.88 42588 426 .64
Swprecuston 114.45 135 61 156 74 17267 188 59
Ottt Income 1.8 724 1158 1158 1158
PET (1%.33) | 2882 ] 250 53 TS 24883
income Yax
PAT {14.53) an 260 83 284.78 240 83
Proit & Loss Aparapration .
Bulance drougst orwerd {580 30 6 €3) (628 92) [ake.Xo ° ) {(113.34)
For he year (136.X3) 87N 250.83 264.75 86
Obvidend )
Dividens Tax
Temrater 1o Ruserves
Beience o 1o Belence Sheet 188y, @) Q78.08) (19334 19%28
Capitsi Ressrw 15187 unx:_ 14524 13758 13032
¥ Yotal Resarve & Suphs G540 WSS (23285 2424 20580
L4
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