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The Board of Directors The Board of Directors o g
Alembic Limited Shrene Limited w7
Alembzc Road; Alembic Road,

Vadodra-390003; VadodraZ390003,

Gujarat. Gujarat.

Date: 3r¢ November 2018

Dear Sir,

Chaturvedi & Shah (“We” or “the Valuer™-or "us” or “C&S"), as perour engagement letter dated
September 18, 2018, have been appointed by the Management of Alembic Limited {“the First
Demiérged Company” or “Alembic”) and Shreno Limited {“the First Transferee Company” or
“the Second Demerged Company‘ or “Shreno"} [Coilectweiy referred to as "Companies”) for
recommending the Share Entitlement Ratio in this report (“Report”). for the proposed
demerger of the ldentified Real Estate Undex‘takmg (“Demerged Undertaking 17} of Alembic,
the First Demerged Company ‘into Shreno, the First Transferee Company (“Proposed
Traisaction”), as on 1% November 2018 {"Valuation Date”) required for the. purpose of the
Proposed Transaction pursuant to a Composite Scheme of Arrangement uider-Section 230 to
232 read-with Section 66 of the Comipanies Act; 2013 and ‘other applicable provisions of the
Companies Act, 2013 (*Scheme”), The Appointed Date for the Schiemie 15 15 Noveniber 2018,

Al information in this report with respect to-the valuation subject has been: obtained by us
from you ] your authorized personnel only. We are responsible only to the Compames
engaging us and nobody else. We understand ‘that the contents of our report have been
reviewed in detail by the Management and that you agree with the tontents of this report
 [especially fact based). We would like to represent that we do iiot have any-conflict of interest
orinterestin Companies.

If you have any questions or require additional information, please do feel free tp:contact us.
‘For Chaturvedi & Shah
‘Chartered Accountarits, Mumbai

. -Am_it.{éhaturvedi.’.
Partner
Menmbership No: 103141

Firm Reg: 1017200
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Engagement Background

L. a

. Alembxc was origmany mccrpor’ated as Alembic Chernical Works Company Limited
ot 30% fily, 1907 under the Indian Companies Act, VI of 1882 in the State of
Gujarat. The:name was changed to Alembic Limited from 31051999 pursaant to
the fresh certificate of ‘incorporation ‘obtained from the Registrar of Cormpanies,
Gujarat (CIN LZ6100GF1907PLCO00033)

» Alembic is a company listed on BSE Limitéd and National Stock Exchange of India
Limited and having its fegistered office at Alembic Road, Vadodara, Gujarat -
390003.

e It is, inter alia, engaged in the business of manufacturing and tradmg of active
--pharmac&uncai ingredients and real estate develapment.

- Gap;tai Structure ason 309 September, 20181 IS as fallews

Share Capital | T Rupees
60,00,00,000
354, 81820 Eq_ lgyzshares P A fu}!y pam wp | 51,3563,656
| Total | 5135,63.656

There is nochange in the capital structure after the aforesaid date.

#.  shreno Limited

w Shreno was orlgmally mcerp@rated under the Cm’npames Act 1‘31;} on 19‘3*
.Alembic Giass industﬁes ertted

s Shreno, pursuant to and as part-of the scheme of merger of erstwhile Shreno
Limited with erstwihile Alembie Glass Industries: Limited, approved by Hon’ble High
Court of Gujarat vide its ordeér dated 21% July 2006, changed its name te Shreno
Limited and obtained frésh.certificate of i incorporation dated 19t September 2006
(CIN U26100G]1944PLCOD0345).

® The Registered Office of Shreno, is situated at Alenibic Read; Vadodara 390003 in
the State of Gujarat.

¢ Itis inter alia, engaged in the business of manufacturmg and trading of glassware
items, machinery & equipment required for various industries, makinginvestments
andrealestate. development.
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= Lapital structure as-on 309 September; 2018 is as follows:

Share Capital " Rupees
59.50,000 Equity Shares of Rs. 100/~each 5 59.50.00.000
: 45 12,500 Preference Shares of Rs, 4(}0/ each : 189 50 00 0(}0
65.48.258 Equ;ty Shares of Rs. 1{}9/ s fuiiy paid |  59,4829,800
Lup
Total A8 'Qsmz_

jii.

We understand the managemeiit of the Companies are cwntemplaﬁng & Composite
Scheme of Arrangement (“Schemie”) whereby

(1) Part 1 of the Scheme provides for the demerger of the Identified Real Estate
Uhdert'a’kin‘g of Alembicinte Shreno,; and.

{Z) Part 2 of the Scheme provides for the demetger of the Engineering Division and
Investment Division of Shreno fntg Nirayu Private Limited

This:Report deals with Part 1 of the Scheme. The following are the relevant extracts of
the Scheme which relate to this Report:

¢ The Appointed Date of the Scheme is Novermber 1, 2018;

* As a consideration for the Proposed Transaction, gquity shareholders of
Alembic, would be issued 7% Non-Convertible Cumulative Redeemable
Preference Shares (“Preference Shares”) in Shreno, The terms of issue of such
Preference Shares hHave been given in detail it Annexure 1 of the draft of the
Scheme provided to us. Share Entitlement Ratio for this Report refers to the
‘numberand value at which Préeférence Shares of Shrens would be issued tothe
equity shareholders of Alembic.

‘The ‘scope of our ‘seivices is to conduct valuation 1 accordance with generally accepted
professional standards for the purpose of Proposed Transaction,

This. report is subject to the scope, assumptions, exclusions; lwmitations and disclaimers
detailed in this. Report.. As such, the Report Is to be read in weality, and potinpats, in
conjunction with the relevant:documents referred totherein,
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Information Sources

For the purposes of undertaking this Valuation exercise, we have relied on the following
sources of information and documents:

»

Management Certified financial statements of Shreno as on 30% june, 2018;

Shareholding pattern of Alembic and Shreno as on 30% June, 2018 and 30 Seprember

2018;
Audited Financial statements of Alémbic and Shrerio for FY 2017-18;

Financial: Projettions of Shreno for FY 2018-19, FY 2019-20, FY 2020-21, FY 2021~ 22
FY 2022-23;

Financtal Projections-of ldentified Real Estate Undertaking for FY 2018-19, FY 2019-20,
FY 2020-21, FY 2021-22, FY 2022-23; _
Financial Projections of Shrene for FY 2018-19, FY 2019-20, FY 2020-21, FY 2021-22,

FY2022-23;

Management. Certified finaneial staterionts Nitayl Private Limited as on 30% june,

2018;
Audited Financial statements ‘of Nirayu Private Limited for FY 2017-18;
Valuation reports of M/s. Kanti Karamsey & Co. Advisors LLP for valuation of

immovable properties;

Draft Scheria

Write up on brief overview of the Companies and its operations;.

Discussion with Management including Management Répresentation Letter dated 31

Octobier, 2018,

The Companies have been provided with'the epportunity to review the draft Repart {excluding
the recommended Share Entitlemient Ratio) as part of our standard practice to make sure that
factual inaccuracies Jomissions are avoided inour final Report.

=< This page is lef-blank inteéntionallys>

gl




CHATURVED!I
Chartered Accouritants

Valuation Methodologies

* The Iostitute of Chartered Accountants of India (ICAI) has notified 8 valuations
standards known s the Indian Valuation Standards (IVS) and some of them draw
parallels. from the International Valuation Standards., Valuers have to mandatorily
comply with the IVS forvaluation engagements as required under Section 247 of the
Companies Act, 2013. The IVS contain the framework and principals for undertaking a
valuation assignment ~ ité bases, méthods & process.

a} Valuation Bases
» IVS 102 definies the Valuation Bases and prescribes the corresponding fundamental
assumptions on which'valuation will be based and provides the premises of values.
e 1V5.102 provides three-valuation bases which are: reqmred to be chosen by the Valuer
Ec:cansu:iermg the terms'and purpose of the valuation engagement
- yalue: Pr:ce that woufd be recewed to sell an asset o pald to t:iansfer a

=cfate.

Participant specific valpe: Estimated wvalue of an asset or Hability after

'ccmsxdermg the advanmges and disadvantages' that may- arise to the owner,
identified part:mpant or identified acquirer.

o Premise of Value: The Isagn: behitid ‘the current and futiire tge of the assét,
Some commoti premzses of value arey highestuand best-use, as-is- ~where-is,
going concern value, orderlyliquidation and foreed transaction.

<< This page s left blank interitionallys>




CHATURVEDI §

Chartéretd Acaountants

= s
B

b} - Valuation Methodologies
The IVS provides for following main valuation methods:

Market approach is a valuation appmach that ‘uses prices. and other r&ievant
information generated by market transactions involvitig identical or comparable [, &.
-srmiiar) assets; liabilities ora group of asséts and liabilities, suchias a busifiess.

Under this- method, the market price of an equity share of the company as
quoted on a recoghized stock exchange is: normai%y considered as the fair value
bfthe. equity stiargs of that company wheéré.such quotationsiare: arising from the:

shares being’ regul_arly and freely. traded. The marketvalie generally: reflacts the
investor's perception about the true worth of the company.

campames Th:s vaiuatmn is based on pr‘mmpie that market vaiuamons takmg
place: between informed biyers and iforpied sellers, incorporaté all factors
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relevant to valuaton. Relevant multiples need to be thosen carefully and
adjusted for differences between ‘the circumstances.

Under {ITM Method the Vaiue 18 &etermmed on the basm of mulfiples derived
from valuations of similar transactions in the industry. Relevantmultiples need
to-be chosen-carefully and adjusted for differences between circumstances.
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o BCF Appmach is wudely used fm‘ valuation under ‘Gmng Concern” basis. It
.fcx:uses tn the mctome generated by the company in the pastas well #5.its

<) "Under t:he DCF method the ‘business ig vatued by dxscnunnng its free cash
flows for the explicit forecast period and the perpetmty valuie thereafter.
The free cash flows in the explicit period and those in perpetuity are
discounted by Werghted Average Cost of Capital CWACC} ‘The WACC, based
on an optinal vis--vis actial capital structure, is an appm;arlate rate of
discotmnt to caleulate the: present valtie of fiture cash flows as it considers
debt-equity tisk: by mcorporatmg debt -éguity ratio of the-firm,
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o The perpetuity {terminal value) is calcilated based on the business
potential for fusther growth beyond the explicit forecast period. The
“Constant Growth Model” is applied, which implies an expected constant
level of growth for perpetuity in the cash flows over the last year of forecast
period:

o ‘The discounting Factor reflécts not only the tme value of money, but also-
the risk associated with the foture business operdtions: The Enterprise
Value (aggregate of present value of explicit period aiid térrainal périod
cash flows) so derived, is further rediced by value of debt, if any, (net of
cash and cash equivalents) t6 arrive at valite to the awners of busginess.

L CHliilate EBITON
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: ;ust ¢ ebt axcesscash, preforente shiares etc o arrive. mz_
: ‘Butiness Value- :

'Cost appmach is @ valuaticn approach that reflects the amount that would be required
ccurrently to replace ‘the service capacity of ‘an asset {often: referred to as current
Teplacement _r:ostj;

o Re’piacement Cost Method, also known as ‘Depreciated Replacement
Cost Method' inviolves vatumg an asset based oncthe cost that-a market
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same utxiliy (comparahie utility) as that of the asset to be valued,
adjiisted for obsolescerice. :

. Reproduct;on Cost Methud Hvolves valuing an asset based on the cost
‘that a market participant shall have to incurto recreate a replica of the
asset to be valued, adjusted for obsolescernce.

When eévaluating -an appraisal engagement there are generally two different typeés of

companies:

® an aperatmg company, which is in business primatily to derivé profits through
‘the offering of some product or service, or

e a imldmg. cnmpany, wm{:h is usualiy estabhshed to derive profits primarily

In certain situations where an operating company is asset-intensive: or has operatmg income
that is consistently less than the value of the assets that it holds, we evaluate the comipany
based'more on the value of its assetsthan on the value of ity operating income.

A holding company’ typ;caﬁy does not have ongoing operations other than' the retention and
management: of ‘assets in anticipation of future sale or trade. These assets pften consist-of
cash, marketable securities, equipment, and real estate. The valuation of these companies
usually relies significantly upon the asset approach, which estimates business value based
upen the market value of the underlying assets rather than upon the income producing
capacity of the: company or the market values of similarly sitiated and comparable companies.

One of the typical appraisal methods under the asset approach’ mva!ves determiining net asset
value, which can be represented ds the market value of companyassets net-of liabilities.

Valuation discotints typically relate to either the lack of eontrol or lack of marketability
inhierent in an equity ifiterest. While these discountsare usuatly considered in-many business
appraisals, the determination of these values differs, sometimes significantly, depending upon
whethera company is valued as an operating company or asaholding company.

For an operating company, the compaty bemg valued is assiimed to continue to opetate for
the foreseeable future. Due to its scientific' and halistic approach, DCF methad i typically
‘considered as the mostappropriate. The DCF metliod is used when:

+ There is reasonable business viability and business operations are expected to be
ongoing in the medium term. DCF method is the most appropriate. method when
business is viable and cash flows can be projected with reasonable certainty.

= Financial Projections and other inputs and assumptions are adequately available for
valuation.
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Vatuation Analysis/Approach

The valuation exercise involves s‘eiécti-ﬂ‘gﬁ a mettiod suitable for the purpase of valuation, by
exercise of judgment by the valuer, based on the facts and circumstances as-applicable to the
business of the company to be valued.

As mentioned earlier; the present valuation exercise is being undertaken in order to derive the
' Share Entitlement Ratio for the Proposéd Transaction.

In the case on hand, the engagement includes valuation of operating companies as well as
holding companies-and also includesithe-cross holding between them:

Hence, the following valuation approach has been adopted:

» For valuation of any unlisted Cash Generating Unit / operating business, the valuation
has been-arrived by applying DCF method:

«  For investrmentin unlisted nion- -operating companigs, we have ¢arried outthe valuation
on-realizable et dsset value basis, derived from the fir valuation of the undevl ving
assets and liabilitiss,

+ For investmentiin listed securities, we carried out the valuation as per SEBI (lssue of
Ca’pitai' and Disc’losnre'Rwuiremen’ts}"Regu]atians
based on reporrs of‘ experts

« For investment in any holding companies, we have carried our sum of the parts
valiation of the assets and liabilities basis the :Q'B-aVe?m?eit}i-oérﬂo ay.

Consxdermg the coupon rate, terms. of redemption and the eiirrént markat valite .of similar
instruments; we are of the view that the value of the Preference Shares is equal to its issue
price per share (viz. Face valueof Rs 2/-issued at a premium of Rs14,/37 J+per share)

<< This pgge is left blank intentionallyss
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Valuation Conclusion - Share Entitlement Ratio

The Share Entitlement Ratio is based o the valuation methodoloiies explained Herein earlier
and various qualitative factors relevant to Identified Real Estate Undertaking and the business
dynamics and growth potential of the business of Identified Real Estate Undertaking, having
regard to key underlyingassumptions-and limitations:

Based on the above, and on the tonsideration of All the relevant factors and cirainmstances as
discussed and outlined herein above, we recommend the following Share Entitlement Ratio (as.
elaborated in Annexure 1)

o 1.{0ne) 7% Non-Convertible Cumulative Redeemable Preference Shares of Rs. 2/- each at
premiunyof Rs. 14,37 /- per share of Shreno for every 1 {One) fully paid up équity share of
Rs. 2/-each held in Alembic.

<< Thispage is lef¢ blank intentionallys>
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Annexore 1

The Computation-of Fair Share Entitlement Ratio as:derived by us, is given below:

'Assemppmach ] 1637 I 100% NA. .
| Income Approach NA. . NA. 1 -
Market Approach _ NA i NA. -
Relative Valueper | ' R
_Share 1637 1 100%14
ShareEntit!eMentRanb" : E 101

N.A.=Not Applicable # Not Adopted.
Notes:

1, Wehave done a sam-of-the-parts valuation of the Identified Real Estate Undertaking by
adopting a mix of approaches for the purpose of valuation, Cost / Asset ‘approach has
been used for investments and real estate at their fair values and Income approach has
been used for Businesses which have fiture cash flows. However, sifice’ the composition
of the'Cost 7 Assetdpproach is signiificantly higher than the Income. appmach we have
classified the valuatios entirely under the Asset Approach.

Z. TheMarket Approach is not applicable since we are: valuing the Demerged Undertaking
1 of Alembic, which is ‘unlisted and further comparable multiples for the Demerged

Undertaking 1 will be difficult to derive: due to the unigue nature of the Deriverged

Undertamng 1

3. ‘We have notvalued the equity shares of Shrerio as under the proposed: Scheme T%
Non-Convertible Cumulative Redeemable Preference Shares [“Preference Shares™) of
Shrenoare being issued instead of: equrity shargs,

SHARE ENTITLEMENT RATIO

1(0ne) 7% Non-Convertible Cumiilative Redeemable Preference Shares of Rs. 2/- each
at premium: of Rs. 14.37/- per share of Shreno, for every 1 (One) fully paid up-equity
share of Rs: 2/-each held in Alembic,




