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Report of the Audit Committee of Fischer Chemic Limited

The following members were present

a) Mrs. Arthi Khandelwal - Chairman - Independent Director
b) Mr. Krishnamurthy Vasudevan - Member-Non-Executive Director
¢) Mr. Ashishkumar Dhakan - Member - Independent Director

1. Background
The Board of Directors of Fischer Chemic Limited (“Fischer” or “the Company”) by a
resolution passed on 28" September, 2015 has subject to the approval of the Hon'ble
High Court of Madras, shareholders, Stock Exchanges where the shares of the company
are listed and other relevant regulatory authorities approved the reduction of Equity
Share Capital of the Company from Rs.3,44,00,000/- divided into 34,40,000 Equity
Shares of Rs. 10/- (Rupees Ten only) each fully paid up to Rs, 17,20,000/- divided into
1,72,000 Equity Shares of Rs. 10/- (Rupees Ten only) each and that such reduction be
effected by canceling of 32,68,000 Equity Shares of Rs. 10/- each amounting to Rs.
3,26,80,000/ - in the existing paid up Equity Share Capital against debit balance in Profit

and Loss account.

SEBI Circular No. CIR/CFD/DIL/5/2013 dated February 4, 2013 and with SEBI
Circular No. CIR/CFD/DIL/8/2013 dated May 21, 2013 has amongst other
requirements sought a report from the Audit Committee of the listed entity for

recommending the draft Scheme for Reduction of Capital.




The Company is in the process of filling the application under clause 24(f) of the Listing
Agreement, along with other necessary information / documents with BSE Limited.

[n view of the above circular, members of the Audit Committee of the Company
discussed and recommended the proposed Reduction of Share Capital against the Debit
balance in Profit and Loss Account, vide resolution dated 28t September, 2015 and have

made this report, after perusing the following necessary documents:

1. Dratt Scheme of Reduction of capital to be filed with the High Court.
2. "Change in the balances of Equity Share Capital and Debit balance in Profit and
Loss Account, Pre and Post Reduction of Share Capital; and

o

Fairness Opinion on the proposed Reduction of Shares Capital obtained from

Systematix Corporate Services Limited (Category I - Merchant Banker).

Further, the Committee has noted that there is no change in the Pre and Post
Shareholding Pattern of the Company and there would be no change in the interest of

the minority shareholders and it would remain intact.

This Report of the Audit Committee is made in order to comply with the requirements

of the Circular,

2. Proposed Reduction of Share Capital - Rational

Broadly, the objectives of the financial restructuring are as under:

Continuous losses have substantially wiped off the value represented by the Capital, reserves

and surplus and accordingly the financial statements do not reflect the correct picture of the
health of the Company.

- For ensuring that the financial statements of the Company reflect the real picture and the
Capital, reserves and surpluses which are lost are not continued to be shown on the face of

balance sheet, it is necessary to carry out reduction of capital of the Company.




¢. Since writing off losses has become inevitable for growth of the Company and its shareholders,
the Company is now proposing to undertake a financial restructuring exercise whereby the
Company would create a “Capital Restructuring Account” from its paid up Equity Share capital
whereby the Company would write off Part off its debit balance of Profit and Loss

Account.

d. The reduction of capital in the manner proposed would enable the Company to have a rational

capital structure which is commensurate with its remaining business and assets,

e. The financial restructuring will help the Company to reflect better its operational
efficiency, improvements in the future years and reflect the true shareholder value.
Further, there would be a positive impact on the various key financial ratios such as Net

Profit Margin, Return on Capital Employed, and Return on Net worth etc.

f. The restructuring will also not cause any prejudice to the creditors of the Company. For
stake of clarity, it is specified that the reduction in Share Capital does not involve either
the diminution of any liability in respect of any unpaid capital or the payment to any
shareholder of any paid-up capital nor is any call being waived, The Creditors of the
Company are in no way affected by the proposed restructuring by way of the reduction
of capital as there is no reduction in the amount payable to any of the creditors, no
compromise or arrangement is contemplated with the creditors. Further, the proposed
adjustment would not in any way adversely affect the ordinary operations of the
Company or the ability of the Company to honour its commitments or to pay its debts

in the ordinary course of business.

g There is no cash outflow from the Company.,

h. Hence, the proposed reduction will be for the benefit of the Company and its shareholders,

creditors and all concerned as a whole.
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Accordingly, The Board of Directors of the Company at their meeting held on 28t
September, 2015 has considered necessary to carry out financial restructuring so as to

show a true and fair view of the Balance sheet and operate with a leaner base Balance
Sheet.

3. Recommendation of the Audit Committee
The Audit Committee recommends the proposed reduction of share capital, which has
also been approved by the Board of directors of the Company by a resolution passed on
28% September, 2015, for favourable consideration by the Stock Exchanges and the
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