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WTM/GM/CFD/ 2512019-20
SECURITIES AND EXCHANGE BOARD OF INDIA

ORDER IN YHE MATTER OF COMPLAINTS FILED BY MINORITY SHAREHOLDERS OF HOTEL LEELA
VENTURE LIMITED -~

( Securities and Exchange Board of India (“SEBI”) had received complaints from the
migority shareholders of Hotel Leela Ventute Limited (“HLVL/Company”) in April
2019, alleging violations by the Company, its Promoters and JM Financial Asset
Reconstruction Company Limited (“JMF ARC”) of the provisions of the Companies Act,
2013 (“Companies Act”) and the secutities law administered by SEBI infer aliz in relation
to HLVL’s Postal Ballot Notice dated March 18, 2019 (“Postal Ballot Notice™). As per
the Postal Ballot Notice, the Company had sought shateholders® approval for special
Resolutions infer alia regarding the proposed sale of assets of the Company to BSREP IiI
India Ballet Pte. Ltd or its affiliates (“Brookfield”),

2. In exercise of the powers conferred upon SEBI wader Section 11(1) and Section 11B of
the SEBI Act, 1992 (“SEBI Act”), the zllegations contained in the complaints have been
examined on the following premises:

{i) The examination is purely from the petspective of protecting the interests of the
Company’s minozity sharcholders while recognizing the tights of the Lenders to
tecover their dues under vatious provisions of law.

(#)  The examination herein is for ascertaining whether there ate any violstions of the
provisions of law administered by SEBI incinding the SEBI Act, the SHBI (Listing
Obligations and Disclosure Requitements) Regulations, 2009 (“LODR
Regulations 2015”) and the SEBI (Substantial Acquisiton of Shares and
Takeovers) Regulations, 2011 (“Takeover Regulations 20117).

(@)  Allegations have also been made against JMF ARC in respect of its
role/involvement in the sale of assets of the Company and also issues concerning

‘related parly transactions’. The provisions of law govemning specific activities of an
Asset Reconstruction Company falling beyond the jurisdiction of SEBI are outside
the scope of examination.

BACKGROUND —
3. HLVL is a company incorpotated under the provisions of the Companies Act, having its

Registered Office at The Leela Sahar, Mumbai-400059. The shares of the Company are
listed on the Bombay Stock Exchange Limited (“BSE”) and the National Stock Exchange
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of India Limited (“NSE™). The shareholding pattern of the Company as on June 30, 2019
(as submeitied fo Stock Exchanges), is as under:

TABLE [~ SHAREHOLDING IN HLVL ISousce: BSE WEBSITE]
SHAREHOLDERS SHAREHOLDING [%]

A | FROMOTER AND PROMOTER GROUP 47.27
B. | PuBLIC

1.1 M FINANCIAL ASSICT RECONSTRUCTION COMPANY LIMPVTED 26.00
Z. | TTC Livrriin .92
3. | LWL INSURANCE CORPORATION OF INDIA 2.08
A | OFHER PUBLIC SITARIZ LIRS 16,73

TOTAL 5273 |
. | TOTAL SHAREHOLDING A + B} | 100,00
4. The date-wise sequence of some important events in connection with HLVL is outlined
belowr:

(i February 10, 2012: The Boatd of Ditectors of the Company had resolved to apply
for restructuring of its debts under the Cotporate Debt Restructuring (“CDR™)
mechanism.

(i} September 28, 2012: The CDR Empowered Group had approved the CDR
package of the Company on September 12, 2012. Theteafter, a Master
Restructuring Agreement pursuant to the CDR mechanism was executed between
the Company, State Bank of India (“SBI”) [the Monitoring Institution for the
CDR package of the Company] and its Lenders on September 28, 2012,

(@)  June 6, 2014: In view of non—compliance by HLVL with the terms and conditions
of the CDR package, 2 Joint Lenders’ meeting was arranged on June 6, 2014,
wherein they had decided to declare the CDR package as failed and invoke the
default clause as per Master Restructuring Arrangement.

(fy)  June 25,2014: A Trusteeship Agresment under the provisions of the Securitisation
and Reconstruction of Financial Assets and Enforcement of Secusities Interest
Act, 2002 (“SARFAEST Act”) was executed between [MF ARC and the Lenders
for creation of JMF ARC-Hotels June 2014-Trust. |JMF ARC had also issued an
Offer Document for the private placement of Security Receipts to the Lenders in
accordance with the provisions of the SARFABSI Act.

Order i the matter of Hotel Leela Venture Limited Page 20f 33




)

(#)

(v3)

(i)

()

2

June 28, 2014: The CDR Empowered Group in their meeting held on June 28,
2014, declated the CDR package of the Company as failed and approved the exit
of the Company from the CDR system.

June 30, 2024: 14 out of 17 Lenders had assigned 4150.14 Csore of debt to IME
ARC (95.60%) vide separate Assignment Agreements each dated June 30, 2014.
As pet the Trusteeship Agreement tead with the Assignment Agreements, [MF
ARC had paid approximately X865 Crore upfront and issued 3200 Crore worth
of Security Receipts to the Lenders Jrefer to paragraph 4(iv)].

The remaining 3 Lenders, viz. Federal Bank (assigned ¥38.11 Crote of outstanding
debt 25 on 30.06.2014, to Phoenix ARC), Bank of Baroda (USD 9.25 million
outstanding debt as on 30.06.2014) and Life Insutance Corporation of India
(“LIC”) (R90 Crore outstanding debt s on 30.06.201 4) would get their pro rata
share from the sale proceeds to be received under the Aswt Sake Transaction (as
defined at patagraph 5) as a one~time settlement of dues.

April 10, 2017: Vide a letter dated April 10, 2017, JMF ARC approached HLVL
for allotment of 16.39 Crote equity shares pursuant to conversion of part—debt
amounting to approximately X275 Crore into equity.

October 24, 2017: After obtaining spprovals from its Board of Directors o May 25,
2017 and shareholders by way of special resolution on September 18, 2017 read with
the earlier shazeholders’ approval on March 28, 2013, HLVL allotted 16.39 Crore
equity shates to JMEARC on October 24, 2017. JMF ARC had also filed disclosutes
undet Regulation 29(2) of the Takeover Regulations 2011, in respect of the aforesaid
acquisition: on October 25, 2017,

Januaty 2019:; JMF ARC had filed a petition before the National Company Law
Tribunal (“NCLT”), Mumbai Bench, under Section 7 of the Insolvency and
Banktuptcy Code, 2016 (“IBC”) to initiate the corporate insolvency resolation
process of the Company in view of the default in payment of its dues. The matter
was subsequently listed for hearing on May 28, 2019 and thereafter, on July 8,2019.

March 18, 2019: The Board of Dircctors of the Company approved the
Framework Agtecment comprising the Asse? Sake Transation (as defined at
paragraph 5). The Postal Ballot Notice was also issued to the shareholders of the

Company (contents of the Postal Ballot Notice are reproduced at patagraphs 5 and
6).

aﬁ*: l’é o,
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fxi)  April 22, 2019: ITC Limited (“ITC”) had filed a Company Petition before the
NCLT of oppression and mismanagement seeking a waiver of the 10% minimum
shareholding for minority shareholders to be counted in management matters.

(vi)  May 15, 2019 and May 16, 2019: JMF ARC had filed Reports under Regulations
10(6) and 10(7) of the Takeover Regulations vide letiers dated May 15, 2019 and
May 16, 2019, respectively, in respect of the aforementioned acquisition of 26%
equity shareholding in the Company on Octaber 24, 2017

PosTAL BaLLOT NoTicE sy HLVL -

5. By way of the Postal Ballot Notice, the Company had sought shareholders’ approval for
the following Special Resolutions involving the sale of its Undertakings to Brookfield
(“Asgset Sale Transacdon”), viz.:

(@) Approval for sale of the Company’s Delbi Flote! Undertaking (for 1705 Crare);

(#)  Approval for sale of the Company's Bengalurn Hots! Undertaking (for ¥1000 Crors);

(#)  Approval for sale of the Company’s Chennai Hotel Undertaking (for 675 Crors);

() Approval for sale of the Corpany’s Uduipur Hotel Underiaking (for 320 Crorg);

{%) AApproval for sele of the Company’s Hotel Operations Undertaking (for ¥135 Crore); and

(#5)  Approval for sale of the Company’s shareholding in Leela Patacss and Resorts Limized, a wholly
ownsd subsidiary of the Company (for X115 Crom).

6. In the Explanatory Statement to the Postal Ballot Notice, it was also stated that for the
consummation of the Asst Sake Transaction, the following additional Agreements were
proposed to be enteted into (“Additional IP Transaction”), viz.:

(Z) «An Escrow Agrecment will be entered into between Brookjield, the Company and sty Lenders,
which will provide for the total consideration payable for the Transaction being deposited by
Brookfield] the relevant Purchase Entities in an Bsseow Accownt which will be used SJor
repayment of the loans taken by the Company frome such Londers, Simrultaneons with such
repaymeit. there will be a corvesponding release of all morfages/ Tecurity. tulerests created by the
Company and fts Promoters/ Promoter Group in favour of sah Lenders and the Company’s
asiets, including the Mambai Hotel, which will then be free from all morigages/ Security interesty.

(i} An Apvement for assignment will be entered into by Letly Lace Holdings Private Limited
(“LLHPL"} and a Purchaser Entity, for assignment of the intallectual property vwned by
LIFIPL. used in, hetd for nse in or related ts the bospitality, botels and resorts and business, as
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may be mutually agreed between the Purchaser Entity and LLIPL, Jor a total consideration of

150 Crore.

(%) An Agreement for the livense of the right fo use the name The Leeds’ with respect to the hotel
aperated by the Company in Mumbai and related matters and also an agreement for ave of
centralized services 1o be provided by Brookfield in this respect,

(r)  An Agresment 1o be entered into between Brookfeeld and certain Promaoters/ mentbers of the
Prosmoter Group (or their affihates) with respect 10 business espansion services 4o be provided to
Brookfield, whereby the said Proguatsrs/ members of the Promoter Group (or their affiliares) wontd
provide services and may reveive consideration up to an amonnt I150 Crore, subject to due
petformeance of the terms and achievement of the mtlestones set ont theresn,

() Ay rhe Bengaluru Hotel Undertaking is busly partly on the land leased from LLHPL, as a part
of the transfer of the Bengaluru Hotel Undertaking, there will be a Fresh Lease Deed to be
excecuted with respect 1o the grant of leasehold rights o the Bongaturu Hotel Undertaking land,
which is owned by LLHPL, initially on the same sent as wrrently being paid by the Company.
Thbis agroement also grants to Brookfield a right of first refusal for the acquisition of the Bengaluru
Hotel land,

(W) Given that Promatsrs awn the The Leela’ brand inter aba in respect of real estate projects,
Brookfisld and certain Promoters will enter into a Joint Veuture Agreement for the developmaent
of real estate projects wsing the said brand.

(v}  An Intellectual Property Assignment Agreement to be executed betaeen the Promsoters/ Promoter
Group and their qffiliates and LLHPL a5 may be mutially agried between the parties and
Brookfield,

(vii5) . An Intslloctsal Propesty Assignment Agroement between the Company and idenified Promoters,
and their gffiliates, with respect to registrations/ applications for rgistration of the trademark
Jamavar', as may be mutuatly agreed besween the partios and Brookfeid

The voting process in respect of the aforementioned Special Resolutions was stated to be
closed on Aptil 24, 2019 while the results of the voting conducted were to be declared by
the Company on April 26, 2019.

During the intervening period, SEBI had received complaints from IT'C and LIC,
sharcholders of the Company, alleging violations by the Promotets and JMF ARC of the
provisions of securities law/Companies Act in respect of the Asuer Sak Transaction
mentioned in the Postal Ballot Notice. SEBI had also received an e—mail from BSE on
April 23, 2019,

In view of the above, vide a letter dated April 23, 2019, SEBI while informing the Company
that the afotementioned complaints/correspondence were being examined, advised the
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10.

Company not to act wpon the Awuer Sak Transuction Additional IP Transaction mentioned in
the Postal Ballot Notice tll further directions from SEBIL

On April 26, 2019, HLVI, intimated BSE of the results of voting conducted in telation to
the Postal Ballot Notice (which is reproduced in the Table below) stating that the same
was necessitated in accordance with the requirement under Regulation 44(3) of the LODR
Regulations 2015. However, in the aforesaid disclosure to BSE, the Company had clarified
that as per the instructions of SEBI, the Transation would not be acted upon.

TABLE 1] - VOTING RESULTS
SHAREHOLDERS MaRCH Y% ToTAL Vortes VoTEes
‘ 2619 Vorus FOR AGAINST
A. | PROMOTER AND PROMOTER GROUP 208087074 4727 | 298087074 | 208087074 0
i
B. | PusLIc
PUBLIC INSTTTUTIONS
1o MG or INDia FUTURE PLUS GROWTIT FUND 14860800 2.36 14860800 0{ 14860800
2. | Ovmns 3700641 0.59 1578623 ¢ 1578623
PUBLIC NON ~ INSTTTUTIONS
3. | JM FINANCIAL ASSEY RECONSTRUCTION COMPANY | 163943459 | 26.00 163943459 | 163943459 0
LInyrsn
4. 3 ITC LaMrsvd ONCLUDING RCLY 54980620 8.72 54980620 01 54980620
5. | Cr1ILR PUBLIC SHARKITIOLBERS 944979172 15.06 456712 348813 107899
C. { Toran 630551766 | 100.00 | 533907288 | 462379346 | 71827942
%o O TOrAL 84.67 85.60 13.40
1. SEBI held meetings with representatives of HLVL, JMF ARC and SBI on June 26, 2019,
July 18, 2019 and July 19, 2019. SEBI also held meetings with representatives of ITC on
June 27, 2019. SEBI had also sought and obtained clarifications from the aforementioned
entities vide various cottespondences, highlights of which are teproduced in the
subsequent paragraphs.
SUMMARY OF ALLEGATIONS:
12 Theallegations contained in the complaints forwarded by ITC and LIC are sutnmarized as

under:

a.  Alleged ‘Related party t_:ggsgctigm’[vgggg‘ related concerns: The Promoters

of the Company along with JMF ARC are alleged to have violated the provisions of
Regulation 23 of the LODR Regulations 2015 read with Section 2(76) and Section
188(1) of the C ompanies Act on account of being telated/interested parties to the
Asset Sale Transaction and also beneficiaries thereof, w@ltk\ugh the Explanatory

Qrder ine the matier of Frotel Leela Venture Limited
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Statement to the Postal Ballot Notice clearly stated that voting and exclusivity
agreements inferalin with the Promoters bave been entered into, where relevant
membets of the Promoter/Promoter Group have provided their express consent to
vote in favour of the Special Resolutions, it nonetheless does not state whether the
Promoter Directors who were interested parties voted on the Special Resolutions as
part of HLVL’s Board of Directots; hence, the postal ballot becomes an empty
formality on account of voting by such interested patties. BSE has further stated
that the Company had not clarified a5 to how JMF ARC was not an intetested patty
especially since it had been assigned 95.60% of the Company’s debt and also had
26% equity in the Company. Further, JM Financial (a SEBI registered Merchant
Banker) was the exclusive financial advisor to HLVL.

Impact of the Asset Sale Transaction on other Lenders and minority
shatreholders: The assets proposed to be sold through the Aswer Sake Transaction
constitute 88% of the total networth of the Company as on March 31, 2018 while
the residual assets would comprise only of the Leela Hotel, Mumbai and teal estate
in Hyderabad and Tamil Nadu. Such significant sale of assets through the Asses Sale
Transation benefiting the Promoters and JMF ARC will denude the Company of its
existing Undertakings resulting in a negative networth and low business for the
Company and also an erosion in the valne of equity held by the minority
shareholders. The Company will be subjected to tax in respect of the proceeds of
the Asser Sake Transaction to the detriment of the Creditors other than JMF ARC and
the sharcholdess. Further, no Valuation Reports in respect of the Awer Sak
Transaction, etc. were mentioned in the Postal Ballot Notice,

Violation: of Takeover Regulations 2011; JMF ARC had claimed exemption under
Regulation 10(2) of the Takeover Regulations 2011 for the acquisition of 26% equity
in the Company, which was on account of conversion of debt into equity in October
2017. Tt has been alleged that the aforesaid exemption cannot be claimed by JMF
ARC since the acquisiion occurred more than theee years after the CDR package
was declared as failed on June 28, 2014. The aforesaid ptovision only exempts
acquisitions not involving a change in control. JMF ARC had however, acquired de
Jauts control over HLVL since priot to the aforesaid conversion, it had already held
a pledge over 34.16% cquity shares of HLVL, held by the Promotets, which had
crystallised well before October 2017 on account of default in payment of dues by
- HLVL. With the additional 26% equity, JMF ARC was in a position to excrcise
direct and inditect control over 51.28% equity shares (post conversion) of the
Company. JMF ARC had also delayed in making the relevant disclosure under
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Regulation 10(6) of the Takeover Regulations 2011 (assuming that such acquisition
in October 2017, by JMF ARC, was exempt).

Denial of inspection: The Company had failed to provide inspection of all the
documents forming part of the Postal Ballot Notice and whete documents were
provided for inspection, the same were draft or unsigned versions. Further, no
Valuztion Reports in respect of the ssef Sake Transadion, etc. were provided for
inspection.

Deliberate structuring of the Framework Agreement comprising the Asset
Sale Transaction to avoid regulatory scrutiny: The Company had deliberately
structured the Asses Sale Transaction through a Framework Agreement instead of a
Scheme of Arrangement (which would require majority of minority apptoval to be
acted upon as per the SEBI Circular dated March 10,2017) to avoid seeking approval
of NCLT.

Wrong disclosures in the Annual Report — Liability to Airport Authority of
India (“AAT”) relating to the Leela Hotel, Mumbai: In its latest Annual Report,
the Company had made incorrect disclosures as regards its liability to AAL

RESPONSE OF HLVL ON THE ALLEGATIONS MADE BY I'TC anD LIC:

13.

13.1

Vide letcers dated Apr 18, 2019 and May 6, 2019, HLVL offered the following comments
to the complaints made by ITC and LIC along with clarifications sought by SEBI -

On alleged ‘Related party transactions’/{voting related concerns: Thete is no
requitement for the Promoters/ Promoter Group entities/ JMF ARC to refiain from

voting on the Special Resolutions in respect of the sser Sake Transaction and related mattets

in view of the following:

A With respect 1o Promoters! Promoter Gromp emtitisr

7.

The total consideration payable to the Company for sale of all wnderiakings is 3950 Cror.,

Apart from this, Promoters] persans in the Prosoter Group will enter into separate agrosmenis
with Brookfield for assignment of intellectual property [ business excpansion services to be provided
1o Brookfield for which separate consideration of 150 Crore eavh £5 to be paid fo swch Promorers,

which is independent and ssparate from the consideration being paid to Company for sale of
undertakings.

Agreements being entered into by Company with Brookfidd are ssparate and distimt from the
agreenents proposed fo be entered into between Brookfield and the Promoters/ Promoter Group

Orwder in the matter of Hotel Leela Venture Limited
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enteties. Therefors, proposed transjer of nndertakings would not be a ‘velated party transaction’
wnder Section 188 of Companies Act/ Regulation2(T)(ze) of LODR Regwlations 2015 as
Brookfield is an independent entity and does nof bave any connection wirh the Company or its
Promoters/ Promoter Group entities,

3. Brookfield is not a ‘related party’ as per Section 188/ Reguiation2(1)(xe) as stated above nor
are ayy Promoters/ members of the Promoter Group who are Directors of the Company
nterested’ or ‘comcerned’ as per provisions of Section 184 of the Compantes Act.

4. Therefore, aforesaid sale of sndertakings by the Camspany to Brookfield ic not:

A. A transaction where Pramoter Directors are tuterestedf concerned,
B. A ‘rlated party transaction’ either at the lvel of witing by Board of Directors or by
shareholders.

5. Section 184 of the Act only applies to ‘interested” Dirvctors and not on Promoters/ Promeoter
Group enlities voting as shareholders of the Company.

b. With regpert to JME ARC
1. JMEARC is independent of and does not bave any comection to Brookfield and thergfore,

proposed trangfer of undertakings to Brookfield would not be a ‘related party transaction’ under
Section 188/ Repulation2(1)(zs) as stared abows.

JMFE ARC converted a part of debt io equity and acguired 26% sharcholding in the Company
and bolds the shares on bebalf of Lenders including 14 public sector banks.

There are no Directors of the Company who have been: nomdinated/ appointed by JMF ARC and
awordingly, the guestion of being ‘interested” under Section 184 does not arise,

The mere fact that a part of the procesds being roceived by the Company pursuant to sale of the
Underiakings will be nsed to ropay [MY ARC wonld not bring the iale within the ambit of
Section 184 and 188 of the Companies et or Regalation 2(1)(%x) of the LODR Regulations
2015 nor does it automatically resuil in there being a conflcr of fnterest,

Furthermors, the fact that MU ARC is permitted under the proviions of the Companies Act
lo ole o fhe safd matters should be indicative that there is wo waflict of interest,

JMF ARC ¥ representing the interests of 14 public setor banks who are Lenders of the
Congpany, all of whom are entitled to get a porkon of the proceeds from the sale of the
Undertateings. Therefore, JMF ARC, far from being a ‘wlated party’, is arting independently
of the Company and Promoters{ members of the Prosoter Group.

Section 184 of the Act only applies o Snterested” Directors and not [MF ARC woting as
shareholders of the Company.
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13.2  Oun violation of Takeover Regulations 2011

1. HLI’L rceived a Notice dated April 10, 2017 from JMF ARC for conversion of debr into
equity, Pursuant io the aforesaid Notice and in accordanee with applivable luw, HLV L ssued
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and allotted 16,39,43:459 shares of the Company to JMF ARC an October 24, 2017, for the
purpose of which the requisite process and procedure required smder law was followed by HL1/L,
incleding obtaining the approval of the Board of Diveators of HLVL. on May 25, 2017,
approval of shareholders on September 18, 2017, in—prinaple approval of the Stock Exchanges
on November 21, 2017 (BSE) and December 1, 2017 (NSE) ard as well as financial approval
of the rtock exchanges on Decemsber 12, 2017 (BSE) and December 14, 2017 (NSE). In
respect to the provisions of the Takeover Ragulations 2011, we understand that MV ARC bad
inadvertently delayed in niaking certain filings under the suid Regulations.

13.3  On the Asset Sale Transaction adversely impacting other Lenders and minority
shareholders:

1.

TTC’s allegations on the transaction adversely impacting creditors and shareholders is contrary to
the statements made in its own Mtter. 11, in ity letter bas recognised the debt of more than
$6000 Crore due to various Lenders, Given the beayy debt burden, the iurvent value of the
Company and sharsholders is severely bindered and the Company’s networth coud even be
considered as negative.
The Company bas made several gfforts fo reduce its debts and has even appointed professional
adyisors (including JM Financial Limited — SEBI registered Merchant Banker) to assist and
advise it in considering ali options, In fact, the Company and its advisors bave evaluated and
considered several different aptions over the past few years. Ultinately, the offer from Brookfield
is resulting sn a final sestlement with the Lenders thereby leaving the Company in a debt jree
position together with a fully functional and aperating Maumbai Fotel, Hyderabad land parcels
and receivables from @ rval extate joint venture in Bangalon.

The Conmpany #5 already fasing action snder the IBC initiated by Lenders of the Company and

which is presently pending and in the event such proceedings mow forward, the shareholders of the

Company (inchyding minarity sharebolders) are unlikely to roceive anything as the debis are so

bigh.

Therefore, in the event the Special Resolutions are passed, there is at least a chance for the

shareboldsrs of the Comtpany to recoup some value to their sharcholding,

On the proposed sale, the consequences swonld be:

. Company would be debt—free;

B. It will be lefi with: Operational Mumbai botel, Redl estare in Hyderabad (V aluaiion of
O Crore after considering litigation), Receivables from joint veniure project ién Bangalore
(Balance value — T90 Crors);

ITC, as competifor is attenipting to drive the Company into liguidation for reasons that are not

Jar to seek. ¥ bas alternate efficacions romedies which it bas Jailed to use and is forum shopping

and abusing due process of law.

Ovrder in the matter of Huotel Leela Vearure Limited

Page 10 of 33




With respect o prejudice to dnterest of creditors gther than :

7. )MV ARC s representing interest of 14 public sector banks, all of whom are entitled to a portion
of procesds from sale of the undertafings. The aforesaid sal would be concluded only after conssnr
of all Lenders incheding JMF ARC.

8. With respect to tax Rability from sale affecting interest of Lenders other than JMF ARC, the
atlegations are bassless and unfonnded as tbe Company wonld be entitied for ser-off of such ta:
fability againsi carry forward losses,

134  On issues pertaining to inspection of documents:

1. The Company responded to the request of ITC for inspection vide iis letter dated Apr 10, 2019
wherely, ammong vther things, the Company offered fo ITC/ s representatives, full free and
complete tnspection of documents in connestion with the Postal Ballot Notice.

2. The Comparny provided puil free and complets snspection of documents to TTC/ its reprosentatives
at registered office of the Comgpany on 11 April and 12 Aprif, 2019

3. In the inverim perivd, correspondence was exchanged between the Company, ITC and their
respective logal representarives.

4. TTC has made baseless allygations about being provided ingpection of only certain documents,
which were draft/ ansigned versions.

S In fact, in the interest of mainiaining total transparency, the Company provided inspection of
vertain docunients even though not mandated under ke fo do so.

6. Itironly with respect to one note that inspection was not proviced and that was on the basis that
the inspection cannot be provided of documents/ information that is confidential and contuin
sensitive commercial information, particularly fo a competitor who appears fa have s own
questionalile motives.

7. ITC/ its representatives were informed that shonid they wish fe inspect executed copées of the suid
agreements, inspection would be provided in New Delbi at any limes.

8. With respect to provision of copies, ITC is not entitled by law to provision of copies of dacumeents
and was accordingly informed.

9. TTC, though styling tiself as a minarity shareboldsr, is a competitor of the Company who appears
to bave, with oblique wotives, nnderiaken this entire exerdse as @ part of a fishing inguiry with
a view to delgy and derail the sale by Company of its undertakings andf or ta get wndwe access
fo sensitive information.

13.5  On wrong disclosures in Annual report ~ Liability to AAI relating to the Leela
Hotel, Mumbai:

1. AsTTC itself bas pointed out, prior fo the month of March 2019, AATL has made claims of
$38.77 Crore and T311.19 Crore with respect to the Mummbui hotel which is vecorded in the
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Jenancig! statements of the Conpanry Jor the year ended 317 Mar, 2018 & the third quarter
ended 31° Dec, 2018. In both the disclosures, the Company has vearly stated that it bas not
aceepled and is contesting the clainis prade by ~LAL

2. Only recently in the viry month of March 2019, AAI bas initiated procoedings wherein for the
Jirst time it has claimed an amount of move than Y800 Cror, which datm is disputed by the
Comtpany.

3. Moreover, such matters are sub-fudice and arz being held before relevant forums and while cortain
claims bave been made by AAL wltimately the Conrts will decide on merits of the matter and
pass judment accordinghy.

INFORMATION OBTAINED BY SEBI FROM HLVL SUBSEQUENT TO THE COMPLAINTS:
Subsequent to the receipt of complaints, further clarifications were obtained from HLVL by SEBI,
which are as under:

13.7

13.8

Qmm The proposal was mﬂﬂdmd by rize Andir C omritioe in iy meetmg beld on Marc/; 18, 2015.
The explanatory statement 1o the Postal Ballot Notice also specifically mentions such approval

Query: Mémutes of all Board mectings where the aforesaid proposal was discussed: The Company provided

the aferesaid documents.

FB} 2' QEQR Regz@_!;gn,g, EQZ& The .fm;m’ pmmﬁ 1 Rﬁgﬂ/ﬂkm 211 )(aa) exflstdﬂ: ceriin persois fo
be deened 1o be Promoler which includes Sinancial instittions’. 11 states that swch pevson shall noi be
deemed to be a Promoter mesely by virtue of the fact that 20% or more shareboiding ix beld by sueh persen
Hnless suvh person satisfies other reguivements prescribed wnder the Reguiations, JME ARC & a financial
institution i levons of Section 43-1(;) of 1he Reserve Bank of Indi (“RBE) Adt, 1934, Therefore,
JME ARC sannot be deesved to be a Promoter of the Company. In addition, Regulation 158(3) of SEBI
TICDR Regrelations refer to fimatrcial institutions within Section 2(h)(ia) and (i£) of Recovery of Diebis due
o Banks and Financial Institutions Act, 1993 which includes Seawritisation Company/ Reconstruction
Company registered under SARFABST Act. Simee JME ARC is s registered, it shonld be considred
as a Buancial institntion” under the aforssaid provis,

teports, i applicalile:

1. In the year 2012, the Company restructured its debt undor CDR. mechanism. Pursuant fo the
samie, persistent efforts were mads to sell varions undertaking of the Company/ attract investrsnt
#n the Congpany.
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2. The Company appeinted [M Financial in 2014 i achien the said olbjective and JM Finamial
has since been advising and assisting the Company in respect of the sale of the botels within a view
io ;get maxcimnm value and bengfii for afl stakebolders.

3. In the cnsuing period i.e. 2014 omwards, Special Resolutions were passed by the sharcholders of
the Company, on differsnt occasions, for sale of its hotels in Delbi, Chennai, Goa and shares of
LRPL.

4. The Company and [M had, in this respect devised a fair and hransparent process to ensure
maximum paricipation and full price discorery. This included issstance of variows advertisernent's
in national newspapers inviting expressions of interest for crdain botels of the Company. It also
included invitations of expressions of inferest and Information Memorandums in this aspect.

5. Detaily of bids received discussions beld were as under:

' a.  Ouverall, with respect to investmenty acquisition at a Company level, active discussions were

beld with more than 14 parties and 9 bids were received.

b, With respect to sale of New Delbi hotel, active discusstons were bheld with more than 19
parties and 8 bids were received.

¢ With respect to sule of Chennat hotel, active discussions were beld with more thaw 19 parties
and 13 bids were recetved,

d. There had alro been prefiminayy discussions by M with other partics who either declined the
apportunily upfront or bad mentioned that they would get back in case they wers interested !
but thervafler did not got back. .

6. The reasons that these offers and discussions did not lad to a more concrefe proposal ranged from ;
interest falling away fo parties offering very low antounts, t prospective bidders not beng able to
show proof of funds and so on.

7. After a perivd of more than 3 years from starting the process, [M oblained an offer from
Brookfield. Brookfield had imitially shown interest in investing into the Company but later

changed their offer for acquisition of the anderiakings.

8. The following, among other reasons, were considered by the Board in assessing whether the sak to
Brookfield is in the best interest of the Conipany:
a. Credibility, experience, asset portfolia of Brookfield
b, Deleveraging of balunce sheet at one go
t.  Keen interest by Broskfield, significant time and resources ivvestsd
d.  Offer by Brookfield one of the highest (in terms of & single bid)
¢,  While most of the assets individually received interests from different players, this was best

overall value propesition for Comipany and ifs sharebolders,

9. On the aforesaid basis, [N made a presentation o th Board and the Board, after due
consideration of the same. current condition and prospects of the Company, viability of the other
offers received, approved the proposed sate.
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10.  With respect to independent valyation, valwation reporrs were obtained from Crowe Horwath
HTL Consultants Private Limited with respect to hotels in New Delbs, Bangalore, Chennai and
Udagpur in April 2014.

1. The Company bad made an application to its Lenders on March 20, 2019, seeking approval for
the aforesaid transactions pursuant to which, certain Lendes asked the Company to obtatn fresh
valuation reports for botels in New Delbi, Bangalore, Chennai and Udaipur from Valuers
empanelled with rhe Lenders and accordingly, rhe Company has obtained the valuation reports
and submitted capies of the sanve.

12, The sale of the undertakings is intended to be consummated wnder Section 180(1)(a) of the
Conpanies Adt under which (nor under Raules), a valwation report is requived to be obiained /
considered in respect of an undertaking proposed to be sold. Under other sections E.g. Section
62,192, 230, efv., valuation report is specifically reguired.

13.11

73.12

sumpmary of bids receimd: HLVL, has provided a vopy af a presemiation wbm-m the process Joflowed @*
the Company for identificatian of bidders/ purchasers for the aforesaid assets as well as surmmary of bids

recetved have been provided,

Query: Process followed for appointment of [M Financials I intted as merchaut banker

a.  While the Company was initially under the CDR schems, SBI wus 1he swanitoring institution and
the fead bank. At that time, SBI Capital Markets was appointed as the merchant banker. Thersafier,
the SBI fed consortizin assigned its debt to JMF ARC.

b, Based on [M's excperisnce, reputation and domain knowledge and based on the fuct that commiercial
arrangenent with JM was on similar lines as with SBI Capital Markets including with respect o
Jees, the Board appoinied [M as the merchant banter.

6. Purswant to a scheme of amalgamation tn 2017, JM Finanial Institutional Securities Limitted
amalgamated with its parent Company —JM Finanvial Limdted as a vsulf qf which [M Financial
Limited became a SEBI registered Category I merchant bhanker.

Orher submigsions: The Company bas repeatedly stated that TTC bas not weed against any of the
aforesaid Resolutions. It has nrged SEBI fo consider the larger intenst of stakeholders as the Company's
debt is almost ¥ 7000 Crore (including interost which is invreasing on @ daidy basis). The Company directy
or indirectly provides employment to 6,500 emplayees. Delay in effecting the proposed sale by the Company
of its Undertakings is burting not only the Company, but the larger inierest of all stakebolders including
large number of employees, public sharcholders and Lenders, which include pablic sector banks. It bas also
retterated that TTC, thongh styking itself to be nothing more than o minority sharcholder of the Contpany.,
is a wolf in sheep’s clothing, attempting to entaugle the Company in frivolons orrespondence/ procecdings,
forum shapping by raising its allegations in NCLT, SIEBI ete. I?;(;;fs actatally a competitor of the
i
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13.13

Conpenizy who appears to bave, with obligue motives, undertaken this enizre exevise as parl of a fishing

inguiry with a view to delay and deratl the sale by the Company of its Underiakings andf or to gef undue

aeess 1o sensitive information.

I also note that SBI, HDFC Liwited (“FHIDFC”) and JMEARC bave subrusitted a letter to SEBI on
May 8, 2019, inter-alia stating the following:

28

The proceeds from the sale of assets are 1o be utilised for payments fo Lendsrs - ¥2,960 Crore 2o CDR
Lenders vis, JMEARC, Bank of Baroda, LIC, Phoenix: ARC and 990 Crore o non-CDR
Lenders vie, SBI and HDEFC;

The overall dues of the Comspany are in exvess of Y7500 Crowe. It has defaulted in ity payment
obligations and the present proposal for settlement involves a substantiad waiver of its seeured obligations
and release of charge over the balance moriguged assels of the Company;

If the Lenders accept the one time settlement offer, there will be a significant wrste off of labilisy of the
Company and the benefit will be avoruing to the sharcholders of HLY L, and

In case the transaction doss not go through, the Lenders will be taking various nieasures to recover

their dues and there will be no residwal valne for the shareholders.

ISSUES FOR CONSIDERATION:

14.

Based on the allegations made in the complaints, the following issues arise for

consideration:
] Whether the proposed fransactions cirewlated vide the Postel Ballot Notics atfract the provisions

#)

(i)

(i)

pertasining to ‘related party transactions’ as defined under Section 2(76) read with Section 188 of
the Companies Act and i yes, whether provisions of Regalazion 23 of the LODR Regulations
2015 have been complied with?

Whether full and complete disclosures have been made in the Postal Baflor Notice 10 as to enable
the Congpany’s sharebolders to take an informed decision on the proposed iransactions?

W hether the conversion of debt into equity shares by JMF ARC was exempt_from Open Qffer
obligations wnder the provisions of Regulation 10 (titled Gereral Excemptions) of the Takeover
Regulations 20117

Whether the propesed transaction should bave been consummatsd as @ Scheme of Arrangement’
(as provided in the SEBI Circular dated Mareh 10, 2017) mandating appproval by majosity of
miinority wherelry the whole or subistantially the whole of the undertaking of the listed entity conld
have been transferved without involving listed equity shares as consideration?

W hether wroug disclosures were made by HI1 L n its Anstual Report in respect of its liability
fo AAI?

.
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Fot determining the aforementioned issues, the following documents wete examined, viz.:

5.
] ITC’s letters dated Apnil 9, 2019, Apnl 16, 2019, May 1, 2019 and June 11, 2019,
to SEBI;
) LICs email dated Apsl 23, 2019, to SEBJ;
(i)  BSE’s email dated Apzil 23, 2019, 1o SEB];
()  HLVL’s letters/e—mail dated Apsil 18, 2019, May 6, 2019, May 13, 2019, May 30,
2019, May 31, 2019, June 20, 2019 and July 22, 2019, to SEBI;
) Master Restructuring Agreement dated September 25, 2012, executed between the
Company, SBI and the Lenders;
()  Trusteeship Agreement dated June 25, 2014, exccuted between JMF ARC and the
Lenders;
(i)  Offer Document dated June 25, 2014, for prvate placement of Security Receipts;
(vii}  Assignment Deeds each dated June 30, 2014, executed between JMF ARC and the
Lenders;
fix)  JMF ARC’s e—mails/letters dated June 18, 2019, June 25, 2019, July 15, 2019 and
July 19, 2019;
{x)  Valuation Reports for the Delhi, Bengaluru, Chennai and Udaipur Hotel
Undertakings obtained in 2014 (“2014 Valuation Reports”), as submitted vide
HLVL’s e—tmuail dated May 6, 201%;
(xi}  Joint Letter from SBI, HDFC Limited and JMFARC dated May 8, 2019, received
by SEBL;
(xi#}  Valuation Reports for the Delhi, Bengalura and Chennai Hotel Undertaking each
dated April 18, 2019 and Udaiput Hotel Undertaking dated Apnl 12, 2019 (“2019
Valuation Reports™), as submitted vide HLVL’s e—mail dated July 19, 2019;
(i)  SBT’s e—mails dated June 26, 2019 and July 22, 2019.
FINDINGS ON THE I35UES:
- 16. ‘RELATED PARTY TRANSACTIONS'/VOTING RELATED CONCERNS:
16.1  As on March 31, 2019, the overall debt of HLVL was in excess of 37500 Crote and the
Company had defaulted in its payment obligations.
16.2  JMF ARC has stated that they expected to realise an amount of X2815.67 Crore from the
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16.3  Awet Sale Transaction, which shall be distributed to the Security Receipt holders frefer to
paragtaphs 4(iv) and (vi)] post deduction of J]MF ARC—Hotels June 2014-T'rust’s expenses

as under:

TABLE I - PAVMENT TO SECURYTY RECEivr! HOLDERS

MaME

AMOUNYT TO BE PAID TO SECURTTY RECRIFT

Hotpeas [N ¥ Crore]*

1] STATH BANK O TNDIA 340.85
20| STATE BANEK OF HIYDERABAD 30.79
3.1 5rark Bank OF BIKANIR & JAIPUR 38.16
4,1 Bram BAng O TRAVANCORK 73.56
5.1 Srare BanNk O Mysare 117.98
B, 1 ST BANK OF PATIALA 28,14
7. 1 VHAYA BANK 120.02
8. 1 BANKOE BARODA 117.45
9. BANK OF INDIA 356,23
10,1 INDIAK OVEREIAS BANK 27151
11,7 UnON BANK OFF INDIA 190,24
12.] SymnIcCATI BANK $34.29
15,1 ORIBNTAL BANK OF COMMUERCL 16.08
14 BERIM BANK 158.35
15,1 I FINANCIAL ASSET RRCONSTRUCTION COMPANY LINTTID 165.85
16,0 GONDAMAN SAcHs IS IMENT MAURITIUS LIMITED 200,40
17.] M FINANCIAL PRODUCTS LIMPTHD 6.69

Teorrat, 276787

H
I
i
)

FT THSTRRUTION 135 OONSIDURING T TRUST EXPUHNSES QU PSTANDING A8 ORIZATH AND ON THE BASIS O COFTS AMOUNT

OF E2 815,87 CroRb PROPOSED BY COMPANY AS ON JUNN 30, 2019,

164  Further, upon consummation of the Asser Sale Transaction, the Promoters of HLVL are also

expected to realise an amount of X300 Crore from the Additisnal IP Transaction {refer to

patagraph 0).

16.5 The definition of ‘related party’ in Regulation 2(1)(zb) of the LODR Regulations 2015
adopts the definition of Section 2(76) of the Companies Act along with the definitions

under the applicable Acounting Standards. As per the provisc to the afotesaid Regulation,
any person or entity belonging to the Promoter or Promtoter Group of the listed entity and holding 20% or
mrore of shareholding in the listed entity shall be deemed 1o be a ‘relaied party’.

166  Section 2(76) of the Companies Act defines a ‘eluted parfy'with refetence to a Company to

fiter alfa mean:
i Director or bis relative;
#  Key managerial personnel or bix relatine;

ai. A firm, in which a Director/ manager/ relative is a Partner;

i A private company in which a Director] manager is a member/ Direstor;
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16.7

16.9

16.10

16.17

v A public company in which a Director/ manager is a Director or holds along with bis relatives,
wmeore than 2% of its paid-up share capital;
w. Ay body corporate whose Board of Directors{ Managing Director/ manager is acoustonied fo uct
in accordance with the advice, directions or instructions of @ Director{ manager;
i, Auy perron on whose advice, directions or instructions a Director| manager is accustoried to act:
vt Any company which is (4) a holding, subsidiary or an assodate company of swch company; or (B)
u subsidiary of a bolding company to which it is also a subsidiary;
ix.  Swch orher person as may be prescribed,

Further, it may be noted that Indian Accounting Standard 24 (“AS-24") inter alia states
that a person is related to a reporting entity, if that person has significant influence over
the repotting entity.

Regulation 2(1)(zc) of the LODR Regulations 2015 defines ‘elated party ransaction’to
mean ‘U transfer of resources, services or obligations between @ Hsted entity and a related party, regardless
of whetber a prive is vharged and @ ‘transaction” with ¢ related party shall be construed o include a single
transaction ar 4 group of fransactions in a contract;

Provided that this definition shall not be applicable for the units issued by runinal funds which are listed

on a recognised stock exchange(s);”

A perusal of the definition of ‘vlated party transaction’ points to an emphasis on the ansfer
of resources, services or obligations between the listed entity and a ‘refated patty’.

The above mentioned provisions cover such parties who are related with the Company
either by virtue of being its Directors or key manageriul personnel ur their relalives and
extends such relatedness of the Company to any body corporate whose Board of
Directots/Managing Director/Manager is accustomed to act according to the advice of a
Director or Manager of such Company and/ ot vice versa. Thus, if the definitions of felated
party’ and *related party transactions’ under the TODR Regulations 2015 and Companies Act
along with AS—24 are read togethet, it is undesstood that the purpose of the provisions is
to regulate the transaction under cettain conditions which are provided under Section 188
of the Companies Act and also undex the provisions of LODR Regulations 2013.

In the instant case, there is a direct contract (to sell/buy) between the Company/its
affiliates/Promoters and a third party Company ie. Brookfield. While the Company
and/or its affiliates are sitting on the sell side of all transactions, the sole counterparty to
all these transactions is Brookfield. Hence, the test of Yelated party’ nieeds to be applied on
the entities included under Regulation 2(1){zb) of the LODR Regulations 2015 and Section
2(76) of the Companies Act to ascertain if they have any connection with Brookfield,
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16,12

Clearly, no such connection has been alleged by any of the complainants nor is it botne

out by any documents.

As vegards the Addittonal IP Transaction refetved at paragraph 6, on account of the proposed
sale of intellectual property by them to Brookfield, the part of the proposed transaction
relating to the Promoters of HLVL has been analysed holistically as shown below:

"TABLE IV —~ DETAILS OF ADDITIONAL IP TRANSACTION

TRANSACTION PARTIES
ASSIGNMENT O INTHELLECTUAL PROPERTY (<RVNED BY LLUMPL, A PROMOTER, TO BROOKFIELD | PROMOTERS AND
H#OR 150 CrOR BROOKIMIELD
ACGRHIMINT FOR RIGITY 1O USK TR NAME TEELA" WOR TI MUMBAT BIOTHL AND #0R USE OF | PROMOTERS AND
CHNTRALIZHD SERVICES TO B PROVIDED BY BROOKFIELD IN FHIS ASPHCT. BROOKFILD
AGREEMENT BIETWHEN BROOKFIRLEY ANID CERTAIN PROMOTER/ MEMBERS OF 71 PROMOTHR | PROMOTERS ANID
GROUP FOR BUSINESS KXPANSION SHEVICHES FOR WINCH UPTO T150 CRORE MAY BEPAID SUBILCT | BROOKFHLD
T ACTIIEVING QF MILESTONIS,
BRISTT LEASKE DEUD WITH BROOKFIELD FOR LEASKIIOLD RIGITS FOR THE LAND OF TIH | PROMOTERS AND
BANGALORIT HOTLL CURRENTLY LEASED BY COMPANY FROM LLPHL ALONG Wit ROFR T0 | BROOKFIRLD
BROOKFHILD FOR {1E SAID LAND.
SINEH PROMOTERS OWN LEFLA’ BRAND, JOINT VENTURI AGRUEMENT BIEIWEEN BROOKFTILD | PROMOTIRS ANI?
AND CHREFAIN PROMOTERS FOR DIVELOPAMENT OFF REAL HSTATH PROJECES USING THE SAID | BROOKFIELD
BRAND.
AN INTELLECTUAL PROPURTY ASSIGNMINT AGREHEMENT TCr BIE KXUEGUPED BETWHEN T | PROMOTEHERS, FIIEIR
PROMOTERS, PROMOTER GROUP AND TITUR ARALIATES AND LLHPL a8 MAY Bl MUTUALLY § ARFTRIATHS AND

AGREED BLETWEEN 1T{H PARTIS AND BROOKFIBLD, BROOKFIELD

AN INTUELLECIUAL PROPLERDY ASSEGNANT AGRIIDIIND BEIWEIN 118 COMPANY AND | HLVL, PROMOTIRS,

IDENTIFID PROMOTHRS, "TTHIR AMPILIATHS, WITH RESPECT 1O REGISTRATIONS/ APPLICATIONS

FOR REGISTRATION OGN THIR TRADIEMARK ?AMAI-’AR', AS MAY BE MUTUALLY AGRERED BETWIIN | BROOKRIZD

THIE PARTING AND BROOKITHLD.

THEHE, ARFILIATUS AND

16,12

16.14

An examination of the .Additional IP Transaction st Table TV above indicates that the first
six transactions pet se, are between Promoters/ Promoter entities and Brookfield which is
not a ‘related party’ and not between HLVL and the Promoters. Brookfield is an
independent entity which is not connected to either the Company ot the Promotets, and
does not fall within the definition of ‘relsted party’ as defined under the LODR Regulations
2015. The last transaction in Table IV is an Intellectual Property Assignment Agreement
of the trademark Jamarar’ between the Company and the Promoters/Promoters’ affiliates
with Brookfield.

In this context, it is noted that in the Postal Ballot Notice, the aforementioned Jamarar’
transaction has been disclosed as being between the Company and the
Promoters/Promoters’ affiliates with Brookfield. Since the Promoters and their affiliates
are involved in this patt of the IP sale transaction, the same would fall within the ambit of
Yelated party transaction’. Fusthe, as no separate valuation for this transaction is available, it
is appropriate for HLVL to disclose the same to ifs shareholders. In case such valuation
/ gifzi%;nsoﬁdamd turnover of

in respect of the Jumarar’ trademark exceeds 10% of the
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16,15

16.16

f6.17

HLVL, as per the last audited financial statements, the same may be placed for voting by
the shareholders on a ‘wajority of minerity’ basis, in terms of Regulation 23 of the LODR
Regulations 2013,

Vide the Postal Ballot Notice, the Company had sought shareholders’ approval for the
Asset Sale Transaction enlisted at parageaph 5. It is noted that the transaction involving sale
of hotel properties is between HLVL and Brookfield, which is not a Yelated party’ and the
consideration for the same is to be paid by Brookfield to HLVL. Further, it is noted that
there is no teansfer of fesvarces, services or obligations’ of any kind between HL.VL and any of
the Promoters. Therefore, it is noted that the Company’s transactions do not fall within
the ambit of Felated party transactions’ as defined under the LODR Regulations 2015.

The role of JME ARC is also relevant for consideration in the light of the specific
complaints. As seen from the documents, upon the failure of the CDR package, the
Lenders thetein entered into separate Assignment Deeds each dated Juae 30, 2014, with
JMF ARC wheteby all the tights of the Lenders wete assigned to JMF ARC. The aforesaid
Agreements have been executed under the provisions of Section 5(1)(b) of the SARFAESI
Act. It is also noted that the rights of the Original Lenders which became part of the
Master Restructuring Agreement were transtitted/transferred to JMF ARC by the
Lenders by virtue of the Assignment Deeds. SBI, vide an e—mail dated June 26, 2019, had
informed SEBI that although the failure of the CDR package would result in 2 withdrawal
of concessions and other rights to the Company granted under CDR Schetne, the dght to
secoutse for the Lenders would continue under the Master Restructuring Agreement. In
other words, the rights of the Original Lenders which became patt of the Master
Restructuring Agreement were transmitted/transferred to JMF ARC by the Lenders by
virtue of the Assignment Deeds. It is also noted that the Lendets and JMF ARC created
JMF ARC-Hotels June 2014-Trust vide a "T'rust Deed dated June 25,2014 and also issued
Security Receipts under the SARFAESI Act, to the Lenders through an Offer Document
dated June 25, 2014.

Having been assigned the fnamdal assistance/ asset under the provisions of SARFAESI Act,
the interest of JMF ARC in the proposed transaction is to the extent of the
application /utilisation of the sale considesation resulting from the Asset Sale Transaction,
which is primarily the realization of dues outstanding to the Lenders. The complainants
have attributed other benefits arsing from the Asset Sak Transution to JMF ARC. "The
income/gains /profits/fees/charges, ctc. that accrue to a registered ARC out of its core
activities cannot be considered as a ‘benefit’ accruing to JMF ARC out of the proposed Asset
Sale Transastion, in the absence of any other connections ot interest between them. Further,
JMF ARC cannot be seen to have any other $nfeme” in the Asset Sale Transaction other

A
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17,

17.1

17.2

than utilisation of the sale proceeds for debt restructuring. In view of the aforesaid, it is
found that JMF ARC cannot be treated as a elated pany’ as alleged under any of the
provisions of the Companies Act or LODR Regulations 2015, as it cannot be considered
as patt of the Promoter/Promoter Group nor does it fulfill any of the criteria mentioned
under the LODR Regulations 2015 for the purpose of this transaction.

SUFFICIENCY/ ADEQUACY OF DISCLOSURES MADE TO SHAREHOLDERS!

The relevant provisions of the LODR Regulations 2015 provide for the following
disclosute requiternents/obligations:

Regulations 4(1)(d), (¢}, (h) and (j) state that:

“The kitted entity which has Lstod securitios shall make discloswres and abide by its obligations under these
regnintions, in aveordance with the following prineiples ...

(d) The listed entity shall provide adequate and timely information fo recognised stock exchange(s) and
invesiors.

(s) The listed entity shatl ensure that disseminations made ynder provisions af these regulations and sirculars
made therewnder, are adequare, accurate, expiictt, timely and presented in a sivgple language.

() The fisted entsty shull make the specified disclosures and follow its obligations in letter and spirdt taking
tnto consideration the interest of all stakeholders.

(i) Periodic filings, reports, statements, docurents and suformation wporls shal] contain infornmution that
shall enable investors to track the performance of a Ksted entity ovr rgular intervals of time and shall
provide sufficient information 1o enable investors to assess the curren status of a listed entity.

Regulation 4(2)(B)(D) states that: “The Jisted emtity shall provide adequate and timely information to
shareholders, including but not knited to the following:

(&) Sufficient and timely information concorning the date, location and agenda of goneral mestings, as well
as full and timely information regarding the issues to be discussed at the meeting...”

Repulation 4(2)(d)(iii) states that: “Ibe lsted entity shall recognise the rights of its staksholders and
envourage co-aperation between listed entity and the stakeholders, in the following manner:

(55) Stakeholders shall bave access o refevant, sufficient and reliable infirmation on a timely and regwlar
basts to enable them ta participate in corporate governance process.”

Regulation 4(2){e) states that: “The fisted entity shall ensure timely and accwrate discloswere on afl
material matters including the financial sitwation, performanse, ownership, and governance of the Rsted

entity...”

Upon a perusal of the Postal Ballot Notice circulated to the shareholders, it is observed
that the same furnishes details of the four identified UnAtirztta&;!g;@,(zm the Company (Delhi,
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173

Bengaluru, Chennai and Udaipur) and the Hotel Operations Undertaking that is proposed
to be sold by the Company to the Indian subsidiary of Brookfield with the separate
consideration shown respectively towards the value of each such sale. Further, the
shareholdess wese also approached for approval of sale of the Company’s shareholding in
Leela Palace Resorts Limited, which is a wholly owned subsidiary of the Company and
owns property in Agra and holds licenses for the development of a hotel. It is also
observed from the Explanatoty Statement annexed to the Postal Ballot Notice that the
proposed Agreement for assignment of intellectual property owned by Leela Lace
Holdings Private Limited (“LLHPL?”) in favour of Brookfield for a total consideration of
180 Crore, was disclosed. Further, the teservation madein relation to the name Teeds’in
respect of the hotel operated by the Company in Mumbai was also infortmed to the
shareholders. Information relating to the proposed Additional IP Transastion whereby the
Promoters/membets of the Promoter Group (or their affiliates) would provide business
expansion setvices and may receive consideration upto and amount of €150 Crore has also
been shated with the shareholders. The shareholders were also informed that the Audit
Committee had approved and recommended the transactions in 2 meeting held on Match
18, 2019 to the Board of Directors, which had also approved the transactions. It was also
disclosed that the said sale was part of a viable restructuring by the Company of its loan
and habilities. It was further stated that the proceeds of the transaction would be used in
accordance with the provisions of the Transaction Documents to repay the existing Lenders
of the Company and upon closing, all the borrowings of the Company from all banks and
financial institutionts would have been repaid. It was also disclosed that the hotel
undertakings together with all its assets and liabilities, including but not limited to
contracts, properties, permits, licenses, employees, employees’ benefit funds, records,
except the assets and liabilities specifically excluded, was proposed to be ttansferred as 2
going concern on a ‘skmp sake’ basis for a lump sum consideration without values being
assigned to individual assets and liabilities, based on certain representations, etc. provided
by the Company.

It is observed that even though separate assct sale valuations have been shown for the
Undertakings and the intellectual property, remuneration for business expansion services
to be provided by the Promoters / membess of the Promoter Group {or theit affiliates) to
Brookfield, the disclosutes are silent on the basis of the Valuation. The methods adopted
for the valuation and the details of the Valuers were not made available to the shareholders.
Further, the Postal Ballot Notice along with the Explanatoty Note did not reflect any effort
ot provide assutance to the shareholdets to the effect that the assets were fetching the best

value possible,
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17.5

In this connection, subsequent to the teceipt of the complaint, JMF ARC along with SBI
and HDFC vide a letter dated May 8, 2019, addressed to the Board, have stated that “the
orcrall dues of the Company are in exuess of X7500 Crove and the Conpany has defaulied in its payment
obiigations. The present proposal for settlement by the Company imolws substantial waiver of its secured
obligatians and release of charge over the balanve mortgaged assots of the Company. If the Lenders avept
2be one time selilement offer, there will be significant write off of kability of the Company and the benefit
will be accruing to the shareholders only.” It therefore appears that the valuation as accepted in
the proposed Transacon has the approval of the Lenders.

In this context, SEBI had sought and obtained the 2014 Valuation Reports and also the
2019 Valuation Reports from HLVL. In their reply dated May 6, 2019, HLVL had infer

alin submiitted:

A The 2014 Valwation Reporis were based on a Discounted Cash Flow (“DCF”) method of
raluation, which essentially relies on projections of fiture revense aswell as on the Replacsment Cost.
These Reports were made avaslabie to prospective investors | buyers énduding Brookfield, from time
2o time. However, in ihe 4 years which have passed from the date of the valuation, in terms of the
DCEF valuation, the actwal revenues and profit did not corvespond to the assunied projections due fo
prevailing economic condition, and therefare, the prospective imwstors [ butyers would have obviosisly
made offers after adiusting for the difference in profit.

B.  In any cvent, and withowt prejudice to any of these observations, the price being offered for the Delbi
Hlatel by Brookfield is actually bigher than the DCF valwation, and the price offered for the Bangalore
and Chennai Hotels by Brookfield &5 quite similar to the DCTE valyation, and it ir only with regpect
to the Udaipar botel where there is a slight deviation in price offered. However, i is worth noting that
the total price offersd by Brookfield for all 4 hotels is higher than the DCF V7 alue of 4 hotels. This
by #tself shows that the price from Brookfield i more than fair as wen thongh the DCF Valvation
ussumies a higher revense than what was actually achieved, the price being offired by Brookfield is still

bgher rhan even the price on the higher ussumed revenwes.

C. In addstion, and withowt projudice to any of these observations, the prie being offéred for the Delbi
and Udaipur Hotels by Brookfield is guite vloss to the Replacenmont Cost saluation, and it is only
with respect to the Bangalors and Chennai hotels where there i a deviation in price offervd, Weth
respect o Bangalore, the report included the land walue estimated at apyproxcimately 583 Crore, on the
lasis that the land is freehold, while it i leasehold fand If the land valse is excluded, the price offered
by Brookfield is bigher than the valuation.
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D). The values arrived at in 2014 through the Disconnted Cash Flow method along with the Replacenent

Cost Valnation methed were as snder:

TaBLEV
MNangy DscouNTED Cast FLow REPLACEMENT CO5T
Varor m Taomg VALUATION YALUR IN
FORoms
7. DELM HOTEL UNDERTARING 135910 1757.50
2 BENCALURY HOTHL UNDERTARING 102240 {56540
E3 LneAIpus HOTRL UNDERTARING 327.90 563.40
. CHENNAL HOTRL, UNDERTARING 5.2 40 7327.60
Toras JeZE.00 581398
77.6  Inaddition, HL.VL had also provided details of bids received, etc. as under:

Ozerall, with respect to invesiment] acquisition at 2 Compary level, active discussions were held
with more than 14 parties and 9 bids were received,
With respect #a sale of New Delbi botel, avtive discussions were beld with more than 19 parfies

With respect o sale of Chennai hotel, artive discussions were beld with more than 19 parties and

@
3

and & bids were received,
L

13 bids were received,
d.

Besides entities/ orgunisations listed in second presontation, thers bad been prefiminayy disinssions
by JM with other parties who either declined the opportunity upfront or had mentioned that they
would get back in case they were interested but thersafier did not get back.

77.7  Further, upon a perusal of the 2019 Valuations Reports, itis obsesved that:

A The Reporis have been prepared by Sapient Services Put. Limited, ¢ Governmpaont Ragistered V aluer

{for the Delhi, Bengaluru and Chennai Hotel Undertaking) and Er. Mukesh Dad (for the Udaipur
Hotel Undertaking).

The V aiwation for the Delbi, Bengalurn and Chennai Hotel Undertaking has been vonducted based
uni Replacennent Cost method under the Cost Approach, whers the cost to construct und develop the
similar kind of property is considered taking to acount the currentt market conditions and locatton of
the property. Further, to arrive ai the development cost, the mithod of per Aty per room including all
the facilities and anmenities was considered. The entire botels being maintained in the best of manner,
based on the year of construction, a small amount of depreciation was applizd fo arrive at the Fair
Market Valne of the Horel

The Valuation for the Udaspur Hotel Undsriaking is based on land (value based on prevailiig
markei yate in the surronnding area) and building (value based on specifivation and constraction
guality/ age of buslding) method,
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D. The Fair Valwe of Fixed Assets (for the Delhi, Bewgalnrs and  Chennas  Hotel
Undertaking)/ Market Value (for the Udaipur Hotel Underiaking) of the assets forming part of the

Asier Sate Transaction as on March 2019 are as wider:

Tanre Vi
NAME Fiaim Mapgry BEPLACEMENT COST
VALUE/BARKRT VALUE IN VALLATION VALoE IV
FonoRe Yrorr
7. Dipip iy HOTEL UNDRERTARING 164567 1673.60
2, BENGALLRL HOTEL UNDERTARING 92424 297 .90
3 CHERNNSF HOTsL UNDERTARING E5.12 6650
4, LiDArPUR HOTEL UNDERYARING 28570 265.7¢
Torsr il Rerg J508. 70
E.  The Realizable 1 atwe and Distress 1/ alue is summarized as under:
Tapre Vi)
INARE BEALISARLE VALUEIN INsTRESS VALUR W FORORE
FCron
¥ Py Fores, UNDERTAXING 14071.32 1236.45
21 BENGALURY FIOTEL UNDERTARING 785,60 693,18
3. | CHENINAFOTEL, UNDERTARING 54835 483.84
4. IA1POR HOTEL UNDERTAKING NorAvananLy NOrAVANABLE
TOrAL 23530 241350

YREALILABLE VOALUE IS ASSESSED AT §5% OF FL418 MARKET VALUE
FOICTRESS 1 ALUE 15 ASSESSED AT 75% 08 FAaIR MAREET 1 LUE

17.8  The offer made by Brookfield under the Asset Sale Transaction and Additional IP Transaction

is as undet:

TanLe v

MNauE

Areourwerin §oronn

Drgr i HHOTEL UNDERTAING

¥705.00

BrENGALURY HoTan, UNDBRTAKING

FOU.00

Unamug FOTEL UNDEITARING

320.00

CrENNAFHOTEL UNDEREARING

675,00

ToPrAL

3700.00

17.9

17.10

In view of the details of bids and valuation brought out in the preceding patagtaphs, it is

abserved that the values ascribed to such hotel assets in 2014 and 2019 are lower (except
fot Replacement Cost Vabuation of 2014) than the offer received from Brookfield under the
Asset Sale Transaction (vefex to patagraph 5). It is noted that the two Valuation Reports had
adopted different valuation methods, The Valuation Repozt pertaining to the Additional
IP Transaction is not available for the years 2014 and 2019,

As noted from the complaints made by ITC, the assets proposed to be sold through the

Asset Sate Transaction constitute around 88% of the total networth of the Company as on
March 31, 2018 while the residual assets would comptise only of the Leela Hotel, Mumbai
and real estate in Hyderabad, etc. In this regard, [ find that the Postal Ballot Notice did
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not contain the following critical disclosures that wete required for enabling the

shareholdess to take an informed decision:

The Valuarion Reports of the assets 1o be sold, indicating the details of the | alwers and ilfastrating
the nrethods adapred for the valuation;

The valuation in respect of each of the Additional IP Transaction (including the difference with vespect
to Jamavar’ trademark and the basis of the consideration arvived at), which is payable to the

Promiorers and thetr affiliates on one side and to HLVL, if any, in such Transaction,

17,11 Inview of the above, I am of the view that more disclosutes were warranted in the Postal

18.

18.1

Ballot Notice, which would have enabled the shareholders to make an informed judgment.
VIOLATION OF TAKEOVER REGULATIONS 2011:

The relevant provisions of the Takeover Regulations 2011 as applicable duting the time of
conversion of debt into equity by JME ARC, are reproduced as under:

3(1) No acquirer shall acquire shares or voting rights it a target company which takeen tagether with shares
or voting rights, if any, beld by bim and by persons acting in concr? with bime in such tarpet company,
entitle them lo exercise bwenty-five per cent or more of the voting rights in uch target conipany unless the
acquirer makes @ public announcement of an open offer jor acquiring shares of such target comipany in
docordance with these regailations.

10. (2) The acquisition of shares of @ larget company, not inpolving a change of control over swch target
company, prrsnant 1 a schense of corporate debt resivictnring in ferms of the Corporate Debt Restructuring
Schems notified by the Reserve Bank of India vide vinwlar mo. BP.BC 15/21.04, 114/2001 dated
Augnst 23, 2001, or any modification or re-rotification thereto provided swch scheme has been authorised
by shareholders by way of a special resolution passed by postal ballo, shall be excempred from the oblization
fo make an gpen offer under rogulation 3.
(6) In respect of any acquisition made pursiant to exemplion provided for in rhis vegulation, the acquirer
shall file a report with the stock axchanges where the shares of the largst company ars listed, in such form
as may be specified not later than fonr working days from the acquisition, and the siock exchange shall
Jorthwith disseminate swch information to the pubii,
(7) In respect of any acquisition of or increase in rofing rights parsuant lo exemption provided for in
dlanse (a) of sub-regulation (1), swb-vlanse (i#) of clanse (d) of sb-rogulation (1), clawse (b) of swb-
reguilation (1), sub-regulation (2), sub-rogulution (3) and clanse (¢) of sub-regulation (1), clanses (a), ()
and () of sub-regutation (4}, the acquirer shall, within fventy-one working duys of the dats of avquisifion,
submit a report in such form as may be specified along with supporting docments to the Board giving all
detasls in respect of avquisifions, along with a nou-refundable foe of npees one lakb fifty thousand by way
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78.2

of direct credil in the bank acount throngh NEVT{RTGS/IMPS or any other mode alfowed &y RBI
or by way of @ banker’s cheque or dentand draft payable in Mumbas in faswsr of the Board,

13. (1) The pubhic annonncement refesved to in regulation 3 and regwlation 4 shall be made in awordance
with regutation 14 and regulation 15, on the date of agreeing fo auquire shares or voting rights in, or controf
oner the farges compaiy. ‘

() Such publte announcement,~—

@...

(&) pursuant to an acquirer acquiring shares or voting rights in, or comtrol over the target corpany, wnder
preferential iscne, shall be made on the date on which the board of directors of the target company authorises
Such preferential issue.

As stated at patagraph 4, the zcquisition by [MF ARC of 26% equity shareholding in HLVL
had occurred putsuant to a conversion of part—debt amounting to approximately ¥275
Crore into equity, which had been approved by the Board of Directors along with the
shateholders of the Company. It is pertinent to note that the CDDR package had been
declared as failed by the CDR Empowered Group on June 28, 2014. HLVL had made a
corporate announcement with the stock exchanges (NSE and BSE) on July 2, 2014 nter
atia informing that CDR Empowersd Group has approved the exit of wur Company from CDR”,
HLVL had also treported the failure of CDR and exit from CDR system in its Annual
Reports for the Financial Years 201415, 2015-16, 2016-17 and 2017-18. In this context,

-the following may be noted:

() Vide e-mails/letters dated June 18, 2019, June 25, 2019 and July 19, 2019, JMF
ARC has suter alia submitted that the conversion of debt into equity was a
consequence of occutrence of an event of default which has been provided for in
clause 7.2 (e){1) of the MRA. JMF ARC has also mentioned that Clause 8.3(b) of
the MRA provided that in the event of revocation, the obligations of the Company
and other obligors under the MRA and other CDR documents, shall continue to
be binding on the Company and the obligors and the Lenders shall be entitled to
exercise all tights and remedies conferred upon them pussuant to the CDR

dacuments.

(@) JMF ARC has stated that the acquisition of shares pursuant to the conversion of
debt into equity was exempted under Regulation 10(2} of the Takeover Regulations
2011 on account of being pursuant to 4 scheme of CIDR in terms of the CDR
Scheme notified by RBI vide the Circular dated August 23, 2001. Fusther, JMF
ARC had submitted that the aforementioned did not result in change in control in
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the Company and had been approved by the shareholdets of the Company by way
of special resolution on September 18, 2017 read with the earlier shareholders’
approval on March 28, 2013. JMF ARC had also submitted that although there was
a delay of more than 500 days in making the disclosure under Regulation 10(6) and
filing of Report under Regulation 10(7) of the Takeover Regulations 2011, the
same was not done with a wale fide intention since necessary disclosures and
compliances under Regulation 29(2) of the Takeovet Regulations 2011 were made
by the entity, Further, JMF ARC submitted that the aforesaid equity shareholding
of 26% was held by it as a Trustee of JMFARC~Hotels June 2014—Trust [see
patagraphs 4(iv) and {vi)].

(#@)  SBI vide e—mails dated June 26, 2019 and July 22, 219, had informed SEBI that
although the failure of the CDR package would result in 2 withdrawal of
concessions and other tights to the Company granted under CDR Scheme, the
tight to recourse for the Lenders would continue under the Master Restructuring
Agreement. Further, SBI also stated that Clawe No.72 (&) () of the Master
Restructuring Agreement (Remedies on Event of Default) permits the Lenders to
convert loan into equity in the event the Company defaults in repayment/payment
of Principal amount of facilities or instalment, under CDR package. Accordingly, on
the occurrence of event of default by the Company, the right of conversion was
exercised by JMF ARC, which is in accordance with aforesaid clause of MRA.

iy Vide an e—mail dated July 19, 2019, JMF ARC had #ver akis submitted that
conversion of debt into equity was done pursuant to exercise of rights by JMF
ARC undet the Master Resttucturing Agreement and the same was not a statatory
convetsion undet the provisions of Section 9(1)(g) of the SARFALSI Act. Further,
JMF ARC had submitted that although the RBI Guidelines dated January 23, 2014,
which permitted conversion of debt into equity in accordance with the aforesaid
Secton %(1)(g) to a2 maximum of 26% of the equity shareholding of the Company
was not applicable to the conversion, JMF ARC had nonetheless followed the spirit {
of the said Guidelines limiting its post~convession equity shareholding to 26%.

18.3  Inote that under the provisions of the Takeover Regulations 201 1, 20 acquisition pursuant
to the provisions of the SARFAEST Act is exempted under Regulation 10(1)(e) from the
requirement of making an open offer under Regulations 3 and 4 therein. Similasly, an
acquisition of shares not involving a change of control over the Target Company, pursnant
to a corporate debt restructuring in terms of the CDR Scheine notified by RB] vide
Citcular dated August 23, 2011 is exempted under Regulation 10(2) of the Takeover
Regulations 2011 (which has since been omitted w.ef March 29, 2019) from the
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18.5

requirement of an open offer under Regulatioﬁ 3 therein provided that such Scheme has
been authorised by the shareholders by way of a special resolution, The acquisition of
26% equity shareholding by JMF ARC, an asset reconstruction company registered with
the RBI, had been pursuant to the enforcement of the rights assigned to it by the Lenders
under the Master Resttucturing Agreement, which were transmitted to JMF ARC by the
Lenders by virtue of the Assignment Deeds. I note that the acquisition by JMF ARC has
happened as a fall out of the failute of the CDR package, which admittedly has been
confirmed by HLVL. Ewven though it is accepted that the rights of recovery under the
CDR package stand transferred to JMF ARC, the contention of the ARC that the subject
transaction is exempt under Regulation 10(2) of the Takeover Regulations 2011, it being a
part of CDR, is not acceptable.

In the circumstances, the question that arises for considetation is whether the debt
conversion done by JMF ARC atttacts the rigors of an Open Offer ot not. The answer to
the question would depand on (i) whether JME AMC resorted to debt conversion so as to
citcummvent the provisions of the Takeover Regulations 2011 (both Regulations 3 and 4)
and (i) whether it has breached any threshold prescribed by its sectozal regulator i.e. RBI

Upon an examination of the documents on record, it is noted that Secutity Receipts were
issued by JMF ARC to the Lenders in the ratio of their contribution to the JMF ARC-
Hotels June 2014-Trust (refer to Table V below). Futther, in its capacity as the Trustee
of JMF ARC-Hotels June 2014-Trust, ]MF ARC holds approximately 26% equity

shareholding in the Company for the benefit of the Lenders/Security Receipt holders.

TARLE T¥ = DyTALLY OF SECURPTY RECHIPT HOLDERS AND % OF SHAREHOLNG IN HLVL

Namn NUMBER OF SECURITY % OF BENEFICIAL
BECEIFTS [SSURD INTEREST IN EQUITY SBHARFES
1. | Stats BARK QI INDIA 46,19,160 3.35
2. | STATE BANK OF HYDERABAD 417 303 0.30
30 STATH BANK OF BIKANER & A0 517,188 0.57
4. | STATE BANK OF TRAVANCORE 9,946,870 0.72
5.1 81aTE BANK OF MYSORE 1598940 1.16
§. 1 STATIE BANK OF PATIALA 381376 0.28
7. | VIJA¥A BANK 16,26,576 1.18
3. | BANKOFBARODA 1591835 1,15
9. BaAMKOFINA 48,27 614 3.50
10| Biian OVERSIAS BANK 36,769,536 2.67
11} Nion Bask 05 INDia 25,78,201 1.87
T2, | SYMDICATE BANK T2A0,632 5.25
13, | Oraievial Bang Or COMMERCH 217,920 0.16
14. | BEXIM BANE 21,62 319 1,57
15 M Fmanciay, AT REGONSTRUCTION  CORMPANY 2400.730 217
LB

16, | GOEDBMAN SACHS INVESTAINDT MAURFITUS LIMITID 6047493 026 ]
17, M PINANCIAL PRODUCTS LIMEPTED 200,000 0.01

TOTAL 4,11,03,700 26,00
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18.6

18.7

18.8

18.9

19.

19.1

[t is also noted that JMF ARC is acting in its capacity as a Trustee of the JMF ARC-Hotels
June 2014-Trust for the benefit of Security Receipt holders and is exercising the voting
rights as a shareholder of the Company primarly for the putpose of recovering the
outstanding dues from the Company. In other words, the acquisition is in spitit, for
safeguarding the existing Lenders’ rights to recover their dues from the Company and not
for the purpose of effecting a change of management/control in the Company.

The aim underlying the debt conversion as seen from the documents is to resolve the debt
or restructuring the same. As the ARC is operating in a representative capacity as a Trustee
of JMF ARC-Hotels June 2014-Trust, it is difficult to infer an intention of takeover
behind the acquisition of shares.

As regards the threshold, at the time of conversion, the limit by RBI for convession of
debt into equity for ARCs was 26%. In this regard, I note that JMF ARC has submitted
that although limit of 26% prescribed by RBI vide its Circular dated January 23, 2014, was
not applicable for this transaction, nevertheless, the acquisition by JMFARC was within
the aforesaid hmit.

In view of the above, the acquisition of 26% equity shareholding by JMF ARC is technically
in breach of the Takeover Regulations 2011 as the acquisition is neither pursuant to the
provisions of the SARFAESI Act nor under the CDR package. At the same time, as the
transaction is substantially fit for exemption under the Takeover Regulations 2011 for the
teason that it is an action on behalf of the Lenders, IMF ARC ought to have approached
SEBI seeking an exemption from Open Offer obligations under the aforesaid Regulations.

VIOLATION OF SEBI CIRCULAR DATED MARCH 10, 2017:

It is observed that the Company has not structured the ttansaction in the form of a Scheme
of Arrangement”. Therefore, the issue of violation of the provisions of the SEBI Circulas
dated March 10, 2017, does not adse. Likewise, the question of the Company having to
necessarily structure the transaction as a Scheme of Arvangement’ 1o be approved by a Court
or NCLT does not atise in the aforesaid circumstances. In this context, it is also noted
that the complainants have not pointed towards any violation of any specific provision of
law. ‘The SEBI Circular dated March 10, 2017, appears to have been cited out of context.
Moreover, under the Companies Act, the Company has the flexibility to sell its assets
through different structures as may be feasible /suitable to the Company.
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20.

20.1

20.2

21

21.1

21.2

WRONG DISCLOSURES IN ANNUAL REPORT - LIABILITY TO AAJl RELATING TO THE
MUMBAI HOTEL;

As regards the allegation of wrong disclosures in the Annual Repott of HLVL reparding
its liability to AAI towards its Hotel in Mumbai, HLVL has contended that I'TC had itself
pointed out that ptior to the month of March 2019, AAT had made claims of ¥38.77 Crore
and ¥311.19 Crore with respect to the Leela Hotel, Mumbai, which is recorded in the
financial statements of the Company for the year ended March 31, 2018 and the Quatter
ended December 31, 2018. HLVL has stated that it has not accepted AADs claim and is

contesting it.

The claim of AAl though contentious, HLVL has to ensure proper disclosures of the
material litigations in the Notes to financial statements along with the monctaty impact,
being part of the Company’s contingent liabilities. Heace, HI.VL is directed to ensure
disclosures of the extent of Hability to its shareholders.

CONCLUSION:

The instant case has emanated from the complaints received by SEBI from the minority
shareholders of the Company alleging violations of the Companies Act and the provisions
of secuarities law administered by SEBI. In this regard, upon a prima facie consideration of
the matter, SEBI had deemed it appropriate 1o issue directions against HLVL on Apsil 23,
2019, to not act upon the .Aser Sale Transaction (as referved to in patagraph 5) and Addiional
IP Transaction (as referred to in paragraph 6) in the interests of the shareholders of the
Company, pending examination of the matter. 1t is also a matter of concern trom the
shateholders’ perspective that further delay in execution of the Awet Sak
Transaction{ Additional IP Transaction may lead to further deterioration of the asset value of

the Company.

Upon a detailed examination of issues as above, it emerges that the proposed Asst Sal
Transaction/ Additional IP Transactien do not qualify as ‘related party transaction’ except for the
limb of the transaction that is proposed by HLVL along with its Promoters/affiliates with
respect to the transfer of Jumavar’ trademark to Brookfild. As regards the disclosures
made in the Postal Ballot Notice, as observed eatlier in the preceding paragraphs, there are
setious shortcomings, which are critical to the decisions of the shareholders. The
shareholdets should have been allowed to inspect all the Valuation Reports in tespect-of
the proposed transaction for taking an informed decision. Further, HLVL has also failed
to disclose the mategial ktigation relating to AADs claim in respect of the Leela Hotel,
Mumbai, in its financial statements. As regards the conversion of debt into equity by JMF
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ARC, itis noted that the same amounts to a technical violation of the Takeover Regulations

2011 by not having sought an exemption from SEBIL

ORDER:

22,

In view of the foregoing, I, in exercise of the powets conferred upon me by virtue of
Section 19 read with Section 11(1) and Section 11B of the SEBI Act, heteby issue the
following directions:

A

HILVL shall provide the following additional disciosures in the Postal Ballot Notice:

All relevant details of each of the sale transactions including ez Sale Transaction
and _Additional 1P Tramsaction with specific information identifying the
transactions between the Company and Brookfield and the Promoters and
Brookfield including the amounts involved therein under separate tables with
the split consideration amounts for each head, and

Details of valuation of both the Asset Sale Traniaction and Additional IP Transaction
including the methods adopted by the Company.

During the course of the Postal Ballot, the Valuation Reports shall be kept for
inspection by the shareholders of HLVL.

The Asset Sale Transaction of the Company along with the Additional IP Transaction
of the Promoters/Promoters’ affiliates (excluding the ‘misted party transaction’
involving transfer of Jamanar’ trademark), shall be put to vote by HL.VL before
its shareholdets, afresh,

The Additional IP Transaction concerning the ‘related party iransaction’ involving transfer
of Jamavar’ trademark, shall scparately be put to vote by HLVL before its
shareholdess afresh, in case such valuation in respect of the Jamavar’ tradernark
exceeds 10% of the annual consolidated turnover of HLVL, as per the last audited
financial statements. ‘The Promoters/Promoter Group of HLVL shall not

participate in the aforementioned voting process.

HLVL shall make all material disclosures including the: litigation relating to the claim
of AAT with respect to the Leela Hotel, Mumbai, in the Postal Ballot Notice and in
the financial statements in the Annual Report.
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23.  SEDBI may initiate adjudication proceedings under the SEBI Act against JMF ARC for its
failure to ensure compliance with the applicable provisions of the Takeover Regulations,
as deemed fit and appropriate.

24. This Ordet shall come into force with immediate effect.

25, This Order shall be served on all recognized Stock Exchanges and Depositories.

Place: Mumbai e G, MAHALINGAM
Date: July 23, 2019 WHOLE TIME MEMBER
\ SECURITIES AND EXCHANGE BOARD OF INDIA
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