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REGISTERED VALUER
SECURITIES OB FINANCIAL ASSETS Chartered Acnnuntan’;
‘Regd. No. IBBI/RV]06/2018/10657 insolvency Professiona
Dated - 28 January 2020
To To To
Board of Directors Board of Directors Board of Directors
Meghmani Organics Limited Meghmani Finechem Limited Meghmani Organochem Limited
184 GIDC Phase-1 CH/1, CH/2, GIDC Industrial 15, 20t and 3 Floor
Vatva Estate, Dahej, Tal. Vaara, Nr.Raj Bunglow, Nr. Safal
Ahmedabad 382445 Bharuch 392130 Profitaire, Prahlad Nagar, Satellite,
Gujaral Gujarat Ahmedabad 380 015, Gujarat

Subject - Recommendation of the share Entitlemnent Ratio for the proposed
demerger of Agrochemical and Pigment Undertakings of Meghmani Organics Limited
into Meghmani Organochem Limited and Share Exchange Ratio for the proposed
merger of Remaining Business Undertakings of Meghuani Organics Limited into
Meghmani Finechem Limited.

Dear Sir/Madam,

We refer to our ongoing discussion and the engagement letters whereby, Meghmani

Ovganics Limited has requested us for advising them on following:

¢ Recommendation on the Share Entitlement Ratic on the Proposed demerger of
Agrochemical and Pigment Undertakings of Meghmani Organics Limited (herewith
referred to as 'MOL 1" or Demerged company' or ‘companies’) into Meghmani
Organochem Limited {herewith referred to as ‘MOL 2” or "Resulting company’); and

¢ Recommendation of the Shave Exchange Ratio on the proposed merger of Remaining

Business Undertakings of Meghmani Organics Limited ("MOL 17 into Meghmani
Finechem Limited (here referred to as ‘MFL’ or ‘transferee company’).

Meghmani Organjcs Limited, M c')hm i Finechem Limited and Meghmani Organochem
Limited are together referred to as the ‘companies’.

ave been hercafter referred to as Valuer or ‘we' or ‘us’ and individually referred to as

n this joint Report (Valuation Report’ or Report’).
§

B/8(1 GOPAL PALACE, NR. SHIR UMAf\u COMPLEX, NEHRUNAGAH, AHMEDABAD - 380015




REGISTERED VALUER |
SECURITIES OR FINANCIAL ASSETS
Regd. o, [BBIRV/6/2019/10657

oCOPE AND PURPOSE OF THIS REPORT

Chartered Accountant
Insolvency Professional

The management of Meghmani Organics Limited is planning to demerge its Pigment and

Agrochem unde rtzkmgs into Meghmani Organochem Limited and merge its Remaining

Business Undertakings Le Trading & Investment Undertakings into Meghmani Finechem

Limited.

The management of Companies is planning to restructure for further growth and

Expansion in the interest of shareholder.

We understand that the management of the Companies {‘Man ragement’) is contemplating a

consolidation and realignment of business through a composite scheme of arrangement )

{'scheme’) to be implemented under the provision of section 230 to 232 of the companies

Act, 2013 and other applicable provisions of the Companies Act, 201 3;

«  Demerger of Pigment and Agrochemical ur:z(;iert:-llm\.gs of Meghmani Organics Limited
('MOL 1} into Meghmani Organochem Limited ('MOL 2) (‘step 17); and

e Merger of Remaining Business Undertakings of Meghimani Organics Limited (‘MOL 1)
into Meghmani Finechem Limited ('MFL'} (‘step 27).

Step | and step 2 are together veferred to as ‘the Transaction'. .

As a consideration for Step 1, equity shareholders of Meghmani Organics Limited ('MOL 19
would be issued equity shares of Meghmani Organochem Limited ({MOL 2’) and for step 2,
equity sharebolders of Meghmani Organics Limited ('MOL 1) would be issued equity

shares of Meghmani Finechem Limited ('MFL.

Share Entitlement Ratio for this Report refers to number of equity shares of face value of
INK 1/- each of Meghmani Organochem Limited, which would be issued to shareholders of
Meghmani Organics Limited, as consideration for Step 1,

Share Exchange Ratio for this Report refers to number of equity shares of face value of INR
10/- each of Meghmani Finechem Limited, which would be issued to shareholders of
Meghmani Organics Limited of face value of INR 1/- each, as consideration for Step 2

For the aforesaid purpose, Meghmani Organics Limited have appointed Jigar Shal to R

submita report

ey
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Chartered Accountant
insolvency Professional

#  Recommendation of Share Entitlenient Ratio for Demerger of Pigment and
Agrochemical Undertakings of Meghmani Organic Limited into Meghmani Organochem
Limited as proposed by the management to be placed before the Audit
Committee’s/Board of Directors of the Companies.; and

¢ Recommendation of Share Exchange Ratio on Merger of Remaining Business

v

Undertakings of Meghmani Organics Limited into Meghmani Finechem Limited,

el

"

The Scope of our services is:

¢ Toevaluate share entitlement ratio for the step 1; and

@

To recommend Shares Exchange Ratio for issue of MFL's equity sharves to the equity.
shareholders of the MOL 1 (L\Itex tep 1) in accordance with generally accepted
prefessional standards for the step 2.

The valaer appointed has worked independently in their analysis. The Valuer has received
information and clarification from the companies. For recommending share Exchange
Ratio, the valuer Has independently arrived at different values per share of the companies.
However, to arvive at the consensus on the share exch:—mge Ratio, appropriate averaging
rounding off in the values arrived at by the valuer has been don

We have been provided with historical financial info) mmon for the companies up to 31
March 2019 and upto 282 fanuary 2020 for any mater ial events after 315 march 2019, We
have considered the same in our Report. Uur analysis docrs not factor impact of any event
which is unusual or not in normal course of business. We have relied on the above while
arriving at the share Exchange Ratio for the Step 2,

This Report is our delivered for the above engagement.

This Report is :\tubject to the scope, asswmption, exclusions, Limitations and disclaimers
detailed bereinafter, As such, the Report is to be read in totality, and ot in parts, in

comunction Wit‘h the relevant documents referred to therein,

e
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SOURCES OF INFORMATION

In connection with exercise, we have used the following information received from the
Mmanagement and/or gathered from public domain;

¢ Audited financial statements of the companies for the 3 years ended 315t March 2017,
319 Mérch 2018 and 31 March 2019: ‘

¢ Information on key events between 315 March 2019 and 28% January 2020, as made
known to us and their financia) Impact;

¢ Proposed share Entitlement Ratio for Demerger of Pigment and Agrochemical
Undertakings of MOL 1 into MOL 2;

¢ Proposed Draft scheme of arra ngement; .

« Number of equity shares/ 'shareholding pattern of the companies as at 31t December
2019;

¢ Interviews and correspondence with the Management

"/

recent transactions, to the extent readily available; and

Y

»  Secondary research and market data on comparable companies and information on 1
ouch other analysis, reviews and enquiries, as we considered relevant,
It may be noted that no future business plans for the comparies and their

subsidiaries/underlying investee com panies were companies were provided to us.

{excluding the recommended share exchange ratio) as part of owr standard practice to

The companies have been provided with the opportunity to review the draft report

make sure that factual inaccuracies/omissions are avoided in our final report.
|
|
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SCOPE LIMITATIONS, ASSUMPTIONS QUALIFICATION, EXCLUSIONS AND
DISCLAIMERS

Provisions of valuations opinions and considerations of issues described herein are areas
of our regular practice, The services do not represent accounting, assurance,
accounting/tax due dlhgence, consulting or tax related services that may otherwise be
provided by us or our affiliates, '

This Report. its contents and the results herein arve specific to (i) the purpose of valuation
agreed as per the terms of our engagement; (if) the date of this Report and (iii) the financial
statements of the companies as at 31 \’hfch 2019 and other information provided by the
management on key events after 31 March 2019 till the date of the Report.

Other than as stated above, the management has represented that the business activities of
the companies, including their subsidiaries and associates, as applicable, have been carried
out in the normal and ordinary course between 315 March 2019 and the Report date and
that no material adverse change has occurred in their respective operations and financial
positions between 31 March 2019 and the Report date,

An analysis of this nature is necessarily based on the prevailing stock market, financial,
economic and other conditions in general and industry trends in particular as in effect on,
and the information made available to us as of, the date hereof. Events and transactions
accurring after the date hereof may affect this Report and the assumptions used i

preparing it, and we do not assume any obligation te update, revise or reaffirm this report.

The ultimate analysis will have to be tempered by the exercise of judicious discretion by
the valuer and judgment taking into accounts all the relevant factors. There will always be
several factors, e.g. management capability, present and prospective competition, yield on
comparable securities, market sentiment, etc. which are not evident from the face of the
balance sheets but which will strongly influence the worth of a share. This concept is also
recognized in judicial decisions.

The recommendations rendered in this Report only represent our recommendations based
upon information furnishec i by the companies (or its executives/representative) and other
sou and the said recommendations shall be considered to be in nature of non-hinding
zxdvice, "om‘ recommendations will however not be used for advising anybody to take buy
or sell decision, for which specific opinion needs to be taken from expert advisors) We .,
have no obligation to update this Report. T :
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The determination of this exchange ratio is not precise science and the conclusions arrived
at in many cases will, of necessity, be subjective and dependent on the exercise of
individual judgment. There is, therefore, no single share exchange ratio. While we have
provided our opinion on the share entitlement ratio (for step 2) based on the share
information available to us and our recommendations of the share Exchange ratio (for step

R N

|} within the scope of our engagement, others may have a different opinion. The final
“responsibility for the determination of the share exchange/entitlement ratio at which the
proposed transaction shall take place will be with the board of directors who should take
into account other factors such as their own assessment of the proposed transaction and
input of other advisors,

in the course of the valuation, we were provided with both written and verbal information,
mcluding market, Téchnical, Financial and operating data, .

in accordance with the terms of our engagements, We have assumed and relied upon,
without independent verification,(1) the accuracy of the information that was publicly
available and formed a substantial basis for this report and (2) the accuracy of information
made available to us by the companies, in accordance with our Engagement Letter and in
accordance with the customary approach adopted in valuation exercises, we have not
audited, reviewed or otherwise investigated the historical financial information provided
to us. We have not independently investigated or otherwise verified the data provided hy
the companies. Accordingly, we do not express an opinion on offer any form of assurance
regarding the truth and fairness of the financial position as indicated in the financial
statements. Also, with respect to explanations and information sought from the companies,
we have been given to understand by the management of the companies that they have not
omitted any relevant and material factors about the companies. Our conclusions are based
on the assumptions and information given by/on behalf of the companies and reliance on
public information. The Management of the companies has indicated to us that they have
understood that any omissions, inaccuracies or misstatements may materially affect our
valuation analysis/results, Accordingly, we assume no responsibility for any errors in the
information furnished by the companies and their impact on the report nothing has come
to our attention to indicate that the information provided was materially mis-stated/
incorrect or would afford reasonable grounds upon which to base the report.

The report assumes that the companies comply Fuily with relevant laws and regulation
applicable in all its areas of operations unless otherwise stated, and that the companies will
be managed in a competent and responsible manner. Further, except as specifical '

to the centrary, this valuation report has given no consideration to matters ¢
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nature,.including issues of legal title and compliance with local laws, and Litigation and
other contingent liabilities that are not recorded in the audited/unaudited balance sheet of
the companies. Qur conclusion of value assumes that the assets and liabilities of the
companies and their subsidiaries, reflected in their respective latest balance sheets remain
intact as of the report date.

We are not advisors wiiii{;r'espect to legal, tax and regulatory matters for the transaction.
This report does not look into the business/ commercial reasons behind the transaction or
the Likely benefits arising out of the same. Similarly, it does not address the relative merits
of the transaction as compared with any other aiternative business transaction, Or other
alternatives, or whether or not such alternatives could be achieved or are available,

No investigition of the companies’ claim to title of assets has been made for the purpose of
this veport and the companies’ claim to such rights has been assumed to be valid. No
consideration has been given to Liens or encumbrances against the assets, beyond the
loans disclosed in the accounts. Therefore, no responsibility is assumed for matters of a
legal nature.

The fee for the engagement is not contingent upon the results reported.

" We owe responsibility to only the boards of directors of the companies that has appointed
us under the terms of our engagement letters and nobody else. We will not be Liable for
any losses, claims, damages or liabilities arising out of the actions taken, omissions of or
advice given by any other advisor to the companies. In no event shall we be liable for any
loss, damages, cost or expenses arising In any way from fraudulent acts,
misrepresentations or willful default on part of the Companies, their Directors employees
or agents. Unless specifically agreed, in no circumstances shall the liability of a Valuer, its
partners, its directors or employees, relating to the services provided in connection with
the engagement set out in this report shall exceed the amount paid to such Valuer in
respect of the fees charged by it for these services.

We do not accept anyﬁi;&hility’ to any third party in relation to the issue of this report. It is
understood that this analysis does not represent a fairness opinion on the share Exchange
Ratio. This Report is not a substitute for the third party’s own due diligence/ appraisal/
enquiries/ independent advice that the third party should undertake for his purpose.

This valuation report is subject to the laws of India,

4

23
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Neither the valuation report not its contents may be referred to or quoted in any
registration statement, prospeetus, offering memorandum, annual report, loan agreement
or other agreement or document given to third parties, other than in connection with the
piopnwd Scheme of amalgamation, without our prior written consent except for
disclosures to be made to relevant regulatory authorities including stock exchanges and
SEBL In addition this report does not in any manner address the prices at which equity
shares of the Companies will trade following announcement of either company should vote
atany sharcholders” meeting(S) to be held in connection with the transaction.

BRIEF BACKGROUND OF THE COMPANIES FORMING THE PART OF THE
SCHEME OF ARRANGEMENT

Meghmani Organics Limited (hereinafter referred to as ‘the Transferor Company’ or
MOL 1" or ‘Demerged Conipany’) is a flagship company of Meghmani Group based at
Abhmedabad, Gujarat, Meghmani Organics Limited, CIN: 1241 LOGJ1995PLC024052 was
incorporated on Znd January 1995 under the provisions of the ompanies Act, 1956, MOL
is having its registered office at Plot 184 Phd\LI GIDC, Vatva, Ahmedabad 382 445,
Gujarat,

The Transferor Company is engaged in the business of manutacturing dnd selling of
Pigment and Agrochemicals products. It is also engaged in the business of trading in
chemical products.

Ec;uitv Shan‘es of MOL 1 are listed on BSE Ltd. {("BSE') and National Stock Exchange Board of
India Ltd. ('NSE') & its SDS’s listed on the $i ngapore Exchange Securities Trading Limited
{_'scxx )A

Currently, business of Meghmani Organics Limited is divided into tollowing two segments:

e Pigments & Agrochemicals U ndertakings; and

s Trading & Investment Undertakings,

.

Tt
25,4 _)-] 4,050 consisting of 25,4-L,l4-,050 equzty sha}‘es of f‘ace value of INR 1 Each., The
Shareholding Pattern is as follows: o :

!
.’5},‘
]

IR GOPAL PATADE MR QUIRORAARI MOMBIEY MEURIAAR AR AUBACMADAR  D00AIE




REGISTERED VALUER

SECURITIES OR FINANCIAL IiSSETS

Regd. No. IBBURVI06/2018/10657

Chartered Accountant
Insolvency Professional

Particulars MOL 1| % of Holding
Individual Promoters 122,905,590 48.33 %
Public (Including QIBs) 118,516,431 46.60 %
Custodian Shares (SDRs) 12,892,190 507 %
Tatal Shares Issued 254,314,211 100.00 %

Source: BSE Filling
# Fave Value of INR L each

Meglunani Finechem Limited (bereinafter veferred to as ‘the Transferee Company’ or
‘MFL’} is a Public incorporated on 11 September 2007. The Transferee Company is an
unlisted Public Limited Company having its seglstcxod office at Plot CH1, CH2, GIDC
Industrial Estate, Dahej, Tal: Vagra, Dist: Bharuch-397 130, Gujarat, and is engaged in
manulacturing and selling of chlor-alkali and its derivates chemical products namely
caustic ~-Chlorine and caustic Potash.

The promoters of the Meghmani Organics Ltd (Transferor Company) holds 42.84% of the
equity share capital of the Meghmani Finechem Limited (Transferee Company).

'Hw issued and subscribed equity share capital of MFL as at 31st December 2019 is INR
41,19,31,140 consi isting of 4,11,93,114 equity shares of face value of INR 10 each. The
bharcnolcimg pattern is as follov ’

"Particalars MFL | % of Holding
MOL 1 -~ Promoter 2,35,45,985 57.16 %
Individual Promoter 1,76,47,129 472.84 %

Total Shares Issued 41,193,114 100.00 “éj

Sewrce: Management
# Face Value of INR 10 each

Meghmani Organochem Limited (hereinafter referred to as ‘the Resulting Company’ or
MOL 27} was incorporated under the provisions of the Companies Act, 2013 on 15th
October 2019 and is a wholly owned subsidiary of Meghmani Urganics Ltd. The Resulting
((:m; any is an unlisted Public company having its registered office atlst, 2nd, 3rd Floor,
Nr. Raj Bungalow, Nr. \afal Profitaire, Prahlad Nagar, Ahmedabad 380015, Gujarat. The

Rcsuitim Company has miain object of manufacturi ing and selling of Pigment and Agro
Chemicals.
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The issued and subscribed equity share capital of MOL 2 as at 315 December 2019 is INR
5,00,000 consisting of 5,00,000 equity shares of face value of INR 1 each. The Shareholding
pattera is as follows:

Particulars MOLZ | % of Holding

MOL 1 - Promoter 5,00,000 100.00 %

Total Shares Issued g 5,00,060 100.00 %
Source: Management

# Pace Value of INR 1 each

Meghmant Finechem Limited, Meghmani Organics Limited and Meghmani Organochem
Limited ave company’s part of Meghmani Group.

APPROACH & METHODOLOGY

Step 1 - Share entitlement Ratio for Demerger of Pigment and Agrochemical
Undertakings of MOL 1 into MOL 2

As per the proposed scheme of arrangement, in consideration of the transfer and vesting of
Pigment and Agrochemical Business Undertakings of MOL 1 into MQL 2, the MOL 2 shall

issue and allot equity shares to the equity shareholders of MOL 1 based on the ratio of .
allotment of shaves. '

As per the Scheme of Arrangement ("Scheme’), the Pigment and Agrochemical Undertaking
of MOL T is proposed to demerge into MOL 2. Once the scheme is implemented, all the
shareholders of MOL 1 as on the record date as defined in the draft scheme would also
become shareholders of MOL 2 and the shareholding in the MOL 2 would mirror their

shareholding in MOL 1.

We further understand that as an effect of demerger, each shareholder of MOL 1 would
become owner of shares in two companies instead of one. Post Demerger, the percentage

fashareholder in MOL L would remain unchanged from the proportion of capital
held by such shareholder in MOL 1.
The Management of \’IOL 1 has further indicated that the shareholding of MOL 2 pursuance
to the proposed Demerger of Pigment and Agrochemical Undertakings into MOL 2 would
e, e(’f'@ci‘é\«'&:lv same as the shareholding of MOL 1 (ple demerger) as the new shares B(\

T

MOL 2 would be issued to the shareholder of MOL 1 in pr opor tion to their s}‘al\:hmdmg’ i
SNARMEDAES iy

A . B ) : PR
- i =
S i
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MOL 1 (Pre-demerger). Thus, we understand that the interest of the shareholders of MOL 1
will effectively remain unchanged and therefore from that perspective shareholders
interest would not be prejudicially affected. The Scheme does not envisage dilution of the
holding of any one or more of shareholders as a result of operation of the scheme.

Recommendation of Ratio of Entitlement of Equity Shares for the Proposed

Demerger .

On the b

demerger as the proportionate shareholding of any shareholder would not vary.

s of the foregoing, any share entitlement ratio can he considered for the above

Considering the desired capital structure of MOL 2, the Management has proposed a share _
entitlement ratic of 1 (One) fully paid equity share of MOL 2 of face value of INR 1 each, in

exchange of every 1 (One) fully paid equity share of MOL 1 of face value of INR 1 each in the ' '
eventof Demerger of Pigment and Agrochemical Business Undertakings of MOL 1 into MOL

2 is proposed as follows:

I (One) fully paid equity share of face value of INR 1 (Rupee One) each of MOL 2 for
every 1 (One) fully paid equity shave of face value of INR 1 (Rupee One) cach held in
MOL 1.

.
.

Step 2 Share Exchange Ratios for Merger of Remaining Business Undertaking of MOL
into MFL as on Record Date

The following are commonly used and accepted methods for determining the value of the
equity shares of a company/business;

Market Price Method

.

Comparable  Companies Quoted Multiples method or Comparable Companies
Trunsaction Multiples

3. Discounted Cash Flows method

4. Net Agset Value method

It should be tnderstood that the valuation of any company or its assets is inherently

imprecise and is subject te certain uncertainties and contingencies, all of which are difficult

to predict-and are beyond cur control. In performing our analysis, we made numerous
assumptions with respect to industry performance and General business and economic
conditions, many of which are beyond the contral of the companies. Further, this valuation-

L ey
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will fluctuate with lapse of time, changes in prevailing market conditions, the conditions
and prospects financial and otherwise, of the Companies, and other factors which generally
influence the valuation of companies and their assets.

The Application of any particular method of valuation depends on the purpose for which
the valuation is done, Although different values may exist for different purpose, it cannot be
too strongly emphasized that a Valuer can only arrive at one value for one purpose. Our
choice of methodology of valuation has been arrived at using usual and conventional
methodologies adopted for transactions of a similar nature and our reasonable judgment,
inan independent and bona fide manner based on our previous experience of assignments
of a similar nature.

MFL is an Operating company and has'significant businesses while MOL 1 after Step 1 holds

significant investment in MFL and having trading activities in it. In view of holding-cum
Operating nature of both Companies, the following approach was considered relevant for
valuing MFL and MOL 1

s Market Approach

e Sum of parts Approach - Value arrived for Investments of MOL 1 into MFL under
market approach uww CCM/ CTM Method and Value arrived for Remaining Business
Undertakings of MOL 1 using Discounted Cash Flow Method were aggregated. Further,
adjustments were made for debt, cash and cash equivalents, surplus assets, if any, Key
events and costs/ proceeds relating thereto, et as deemed appropriate. The Equity
value of the respective businesses/ Investments so arrived was then divided by the
diluted number of equity shares of the Companies to con npute its value per share,

The following paragraphs discuss different valuation methods and their application for
valuing the companies, their businesses/ investments.

Market Price (MP) Method
The Market price of an equity share as quoted on a stock exchange is normally considered
as the value of the equity shares of that co mpany where such guotations are arising from

the shares being regularly and freely traded in, subject to the element of speculative
support that 1 may be inbuilt in the value of the shares. But there could be situations where

the value of the share as quoted on the stock market would not be re garded as a proper /%
index of the fair value of the share especi allv where the market values are fluctuating in a:

volatile capita? market, Further, in the case of a merger, where there is a question of:"
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evaluating the shares of one company against those of another, the volume of transactions
and the number of shares available for trading on the stock exchange over a reasonable

period would have to be of comparable standard,

In the present case, equity shares of MOL 1 are listed on BSE and NSE. We have segregated
market price of MOL 1 between its two undertakings considering fa]r value of investment
in MFL post demerger as per Step 1 and value of Rem aining Busmcss Undertaking,
However, other company ie. MFL is not listed on any exchanges. Hence, we have not
comsidered this method into consideration.

Comparable Companies’ Quoted Multipie (CCM) Method

Under this method, Value of the equity shares of a company is arrived at by using n‘uﬂtipi@s‘.
derived from valuations of comparz;tble companies, as manifest through stock market
valuation of listed compa This valuation is based on the principle that market
valuations, taking place be tween informed buyers and informed sellers, incorporate all
factors relevant to valuation. Relevant multiples need to be chosen car efully and adjusted
for differences between the circumstances,

For valuing various businesses/investment of these companies, we have considered the
carnings and assef multiples of comparable .Jisted companies, with subject company /
business specific adjustment, for the e purpose of our valuation analysis,

o

Comparable Companies’ Transaction Multiple (CTM) Method

Under this method, value of the equity shares of 3 company / business is arrived at by using
multipie derived from valuation in comparable companies, as manifest through transaction
Valuations. Relevant wultiples need to be chosen Ltérefu!ly and adjusted differences
between the circumstances.

Comparable company analysis (also called “trading multiples” or “peer group analysis” or
“eguity comps” or “public market multiples”) is a relative valuation method in which you
compare the current value of a business to other similar businesses by looking at trading
“multiples like P/E, EV/EBITDA, or other ratios. MulLIp]es of EBITDA are the most common
\f'}l!l%Z{U()]l method.
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The “comps” valuation method provides an observable value for the business, based on
what companies are currently worth, Con ps are the most widely used approach, as they
are easy to calculate and always current.

For valuing various business/investments of these companies, we have considered the
comparable transactions, with subject company/business spe<‘if" adjustment, for the
purpose of our valuation analysis. Wherever and if deemed appropriate, industry specific
benchmark have been in the analysis.

In the present case, MFL is operating company in case of merger between MFL and
Remaining Business Undertaking of MOL 1. Hence, we have valued MFL using this method.
We have considered PE Multiples and EV/EBIDTA Multiples and assigned 50% weightage
to each method to arrive weighted average value of MFL using this method. '

Biscounted Cash Flows (DCF) Method

Under the DCF method the project free cash flows to the equity shareholders are
discounted at the cost of equity. The sum of the discounted value of such free cash flow is
the value of the firm.

Using the DCFanalysis involves determining the following:

Estimating future free cash flows:

Free cash flows are the cash flows expected to he generated by the company that are
available to the providers of the company’s eq uity capital,

Appropriate discount rate to be applied to cash flows i.e. the cost of equity:

This discount rate, which is applied to the free cash flows, should reflects the opportunity
cost to the equi’cv capital providers (namely shareholders). The opportunity cost to the

equity capital provider equals the rate of return the equity capital provider expects to earn
on other investments of equivalent risk.

We have used DCF Method of valuation for valui
MOL 1.

N
ng R

emaining Business Undertaking of
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Net Asset Valug (NAV) Methodology

The asset based valuation technique is based on the value of the underlying net assets of
the business, either on a book value basis or realizable value basis or replacement cost
basis. This valuation approach is mainly used in case where the firm is to he liquidated i.e.
t does not meet the "going concern” criteria or in case where the assets hase dominate
"czwningb capability.  Hence, we have not used this ‘method of valuation for valuing
companies.

Share Exchange Ratio

The shave exchange ratio has been arrived at on the basis of an egxuity valuation of the
companies. The share exchange ratio is based on the various methodology explained herein
earlier and various qualitative factors relevant to each company and the business dynamics
and growth potentials of the businesses of the companies, having regard to information
base, key underlying assumptions and limitations.

Valuer, as considered appropriate, have independently applied methodologies discussed
above and arrived at their assessment of value per share of the (‘(’)I‘lp‘ﬂli(*‘s‘ To arrive at the

the values ;srrivetd at by the valug,r'lmve bu:n done.
Conclusion

n light of the above, and on a consideration of all the relevant factors and circumstances as
(h:‘ cussed and outlined hereinabove:

Step 1 Share Entitlement Ratio for Demerger of Pigment and Agrochemical
Undertakings of MOL 1 into MOL 2.

Frrther, based on the aforementioned, and considering that all the shareholders of MOL 1

are and shall, upon demerger, be the ultimate beneficial economic owners of MOL 2 in the

proposed share Entitlement Ratio. The proposed share Entitlement Ratio of 1 (One) equity
o shares of MOL 2 (of INR 1/- each fully paid up) for every 1 (One) equity shares of the MOL 1

(ol INR 1/- each fully paid up) for the Demerger of Pigment and Agrochemical
Undertakings of MOL 1 i fair,
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Step. 2 Share Entitlement Ratio for Merger of Remaining Business Under rakmg of
MOL 1 into MFL, ‘

Inview of application of relevant approach and methodology and arriving fair value of both
Companies viz, MOL 1 and MFL, we recommend the stock exchange ratio of 94 (Ninety
Four) equity shares of INR 10/~ each fully paid up in the share capital of MFL to issue for

eviry 1,000 (One Thousand) equity shares of INR 1/- each held in the shareholder of MOL
1.

The Computation of fair Excha nge Ratio is attached as per Annexure 1

For, Jigar P. Shah
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Computation of Fair Share Exchange Ratio
De-merger of MOL 1 into MOL 2

As per the Scheme of Arrangement ("Scheme’), the Pigment and Agrochemical Undertaking
of MOL 1 is proposed to demerge into MOL 2. Once the scheme is implemented, all the
shareholders of MOL 1 would also become shareholders of MOL 2 and the shareholding in
the MOL 2 would mirrvor their shareholding in MOL 1. Hence, no relative valuation of the
two entities is required to be undertaken. Hence, we have not carried out valuation of these
entities under generally accepted valuation approaches as helow:

Valuation Approach MOL 1 ' MOL2
Value Per Weight Value Per Weight
Share Share '
t<\pmo ach NA 0% NA 0%
Income Approach T T NA T Ty, T A 0%
Market Approach NA 0% NA 0%
* Face Value INR 1 per share

RATIO:

1 {One) equity share of MOL 2 of face value of INR 1 each fully paid up for every 1 (One)

equity shave of MOL 1 of face value of INR 1 each fully paid up.

We understand that the interest of the shareholders in MOL 1 will effectively remain
unchanged and therefore from that perspective shareholders interest would not
prejudicially affected. The demerger under this scheme does not envisage dilution of the
holding ofany one or more of shareholders as a resuit of operation of the Scheme.
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ANNEXURE'TI

Computation of Fair Share Exchange Ratio
Merger of MOL 1 into MFL

Valuation Approach - MOL1 (Notel) MFL (Note 2)

Chartered Accountant
insolvency Professisnal

Value Per Weight Value Per Weight
Share Share
Assets ,\ )mach I 0% - 00%
[ncome Approach 0.18 100% - 0%
f‘lmlulr\ppxo&(h 13.82 T 100% 149.30 100%
Total 14.00 : 149.30

Note 1T - On demerger post Step 1, NOL L will have two business activities i.e. Trading
Business and Investment in MFL. We have used Sum-Of-Parts valuation to value its
Trading Business and Investments in MFL with suitable ¢ approaches. We have valued
Comparable Companies Quoted Multiple (‘CCM’} Method using Market Approach for
valuation of MOLT investment into MFL and used Discounted Cash Flow Method (‘DCF)
under icome Approach to value its Trading Business.

Note Z ~ We have used valued Comparable Companies Quoted Multiple (‘CCM’) Method
“using Market Approach for valuation of MFL,

RATIG:

94 (Ninety Four) equity share of MFL Ltd of INK 10 each fully paid up for every 1,000 (One
Thousand) equity shares of MOL 1 of INR 1 each fully paid up
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