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The Reorganisation Committee
Jindal Stainless Limited
Jindal Cenlre,
12, Bhikaji Cama Piace,

New Delhi-110066, India

RE: Share Entitfement Ralio Report for the proposcd demerger of Jerrn Alloy
Division & Mining Division af [indal Stainless Limited into Jindal Stainless
(Hisar} Limited; and {he slump sale valuation report of Business Undertakings of
Jindal Stainless Limited in relation to the proposed slump sale by Jindal Stainless
Limited to Jindal Staintess (Fisar) Limited, findal United Steel Limited and Jindal
Coice Eimited, from B § R and Associates, Chartered Accountants (B S R}

PURTPOSE

We have been engaged 1o give faimess opinion on Share Entitlement Ratio Report
for demerger of Fero Alloy Division & Mining Division (collectively, Lhe
“Demerged Undertakings”) of jindal Stainless Limited {"F85.”, “Iransferor”) into
Jindal Stainless ([isar) Limited (*JSIIL”, “Resuliing Company”) and slump sale
Valuation Report of Elisar Unit, HSM Plant and Coke Plant (Business Undertaking &,
Undertaking IT & Undertaking I, respectively, and colieclively as “Business
Undm'ta];:ings"} to Jindal Staindess (Llisar) Limited, Jindal United Steel Limited and
Jinda{ Coke Limited (colleclively as “Transferee Companies”) as going concern
from B 6 R and Associates, Charlered Accountants (B S R). This report should be
read in conjunction with Share Entitlement Ratio Report and Valuation Report dated

December 27, 2014 issued by B 5 R and Associates.

Fairacss Opinion on Vakuation report for valuation of Business Undertakings and Share
EsiLillexzient Ratin Repoet on Bemerger of Demerged findertakings of Tindasl Slaliless Bimited
By SPA Lapital Advisors Limiledl
R Pape 2 of 14
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BACKGROUNID

JINDAL STAINLESS LIMITED (J5L}

Jindal Staintless Limvited has its registered office at Q. P. Jindal Marg, Hisar - 125 (05,
Haryana, JSI. is engaged in the business of manufachuring, distribution and sale of
stainless steel in India and abroad. An ISO: 14001 compliant, JSI. product range
includes: Ferro Alloys, Staindess Steed Slabs, Blooms, [{ot Rolied Coils, Yales and
i Cold Rolled Cails/- Sheels, Stainless Sleel Sirips tor Razor Blade Steel and Coin

Blanks including other products,

TRANSACTION

‘The Management of J5L has decided on business re-organisalion ol the Company by

way of demerger which is proposed as follows:-

The tramsaction is proposced under a composite scheme of arrangement under section

_ 391-394 and other applicable provisions of the Companics Act, 1956 and the
i Companies Act, 2013, as may be applicabie (the “Scheme”},

As per the Scheme, JSHL will issue its equity shares and cumulaiive Compulsory
Convertible Preference shares to the respective  sharcholders of JSL as a
consideration for the demerger of Ferro Alloy Division in Vizag, Andhra Pradesh &
Mining Division in Odisha (Demerged Underlakings) as per share entitlement ratio,
Upon coming into effect of the Scheme, and in consideration of the demerger of the

Demerged Undarlakings and iransfer and vesting thereof with the Resulting

Fairness Oploion oi Valnalion veport for valnasion of Business Undertakings and Share
]"ntlﬂmnent Hahu Repoet on Pemerger of Demerged Hadertakings of findal Stainless Limited -

By ST'A Capital Advisors Limlied
Fage 3 of 14
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Company, Lhe Resulting Company shall, without any further act or deed and
without any furlher paymenl, issue and allot the Equity Shares and Cumulative
Compulsory Convertible Preference Shares on a proporiionale basis io the respective

shareholders of the [5Lis as  follows:

“One equily share of TNR Two each as (ully paid up in JSHL for every one equity

share of INR Two held in J5L.

And One 0.1% Cumalative Compulsory Converlible Preference Shares of INR Two
cach as fully paid ap I JSLL for every one 0.1% Cumulalive Compulsory
Converitble Preference Shares of INR Two Lield in JSL"

Business Undertakings are business segments of JSL. As per draft scheme of

arrangement provided lo us by J5i.;

“Business Undertaking I rueans the business undertaking relating to Hisar Unit of
JSL, on a going concern basis including (i) all the manulacluring lacilities located at
Hisar, Haryana, including, without limitafion, the stainless steel manufacturing
facility, special steel f{acilily and the coin blank facility; and {{i) identified

investments.

“Business Undertalking I1* means the business undertaking relating to the HSM
Plant, on a going concern basis, including the hot strip mill, roll shop, plate finishing,
bell axméalﬁ'lg and other allied facilifies of JSL located at Jajpur, Odisha. This is

proposed to be converted into a Carbon slee] manufacturing plant.

“Business Undertaking III" means the business undertaking relaling to the Coke

Plani, on a going concern basis, including the coke oven plant and cther allied

Fairness Opinion nn Valealion eepart For valuation of Buslness Yndertaldngs aml Share
l#l]tlﬂ&]t‘lelil Rﬂ[il] Rﬂpurt on Demerger of Bemerged lsdertakings of [indal S¢ainless Limited
Hy SPA C‘I]‘.ljl.'l] Advisois Limited
st Fape 4 of 14
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facilitios of the Coke Plant of JSL located at Jajpuyr, ut Odisha. This undertaking will

underlake {urther expansion.

This Fairness opinion report is required -as per clause 24 (h) of lsting agrcements

entered info with the stock exchanges.

Fairness Oginion on Valeatinn repert for vaitatlon ol Business Hndertalings and Share
Entiflenient Ratio Report en Demerger of Demerged Dadertaliings of [liulal Stainless Limited

By 5PA Eapl[a] ﬁlluwm % Eimited
/fﬂ_ Fage 5 of 14
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Statement of Limiting Condifions; The Final Report has been prepared for Lhe
inlernal and exclusive use of The Reorganisaiion Committee of Jindal Stainless
Li:II‘i.i.tElj in suppaert of the decisions to be taken by .it, the Resulting Company and the
Transferee Companics. Therefore, the Final Report may not be disclosed, in whole or
in parg, to any third parly or used for any purpose whatsoever other than those
indicated in the lingagement and in the Final Report itsel, provided that the Final
Report may be transmitted to the experts appointed in compliance with the law and
its content may be disclosed publicly where required by regulations of the indian
aullworilies. Any olher use, in whole or in part, of the Final Report will have to be
previously agreed and authorised in writing by SPA Capital Advisors Limited
{SPA). In preparing the Final Reporl, SPA has relied upon and assumed, without
independent verification, Lhe lruibfulness, accuracy and completeness of the
information and the financial data provided by Jindal Staindess Limited. SPA has
therefore relicd upon all specific informaton as veceived and dechines any
responsihilily should Lhe resulis Iﬂresenbed be affecled by the lack of completeness or
buthfulness of such information. Publicly available information deemed relevant for
the purpose of the analyses contained in the Final Report has also been .usud.
Therefore the Final Reporl is based on: (i} our interprelalion of Lhe informalion
which findal Stainless Limited, as well as their representatives and adviscrs, have
supplicd o us to date; (i) our mnderstanding of the terms upon which Jindal
Stainless Limited intends (o consummale the Transaclion {{ii) the assumption that
the Transaclion will be consummated in accordance with the expected terms and
within the gxpected Hme periods. In the execution of the Engagement, SPA has
elaborated its own analysis based on the methodologies ihustrated below, reaching

the conclusions conlained in the {inal paragraph of this lical Report.

Faleness QOpinion or Valuation repori for valuation of Besiness Undertaldings and Shave
Entitlerment Ratio Beport on Domerger of Domerged Undertaldngs of findal Stainless Limited
By SPA Capital Advisors Limited
TR Page 6 of 14
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The conclusions described in the Final Report have been prepared with lhe sole
purpose of detennining faivness of valuation of Demerged Undertakings and
Business Undertakings of jindal Slainless Limited, for the purpose of proposed
demerger and slump sales therefore; the values contained in this Final Report have
no relevance for purposes other (han that stated. The Final Report and the Opinion
concern exclusively for the purpose of proposed demerger and ihe slump sales and

do not constitule an opinion by SPA as lo Ihe absolute value of the shares of Jindal

Stamnmkess Limdted.

The conclusions comlained in this Final Report are based on the whole of Lhe

valuations contained herein and therefore no part of the Final Report may be used

apart from Lhe document in its entirety.

The linal Report and the Opinion are necessarily based on economic, market and
ather conditions as on the date of valuation, and Lthe writtem and oral informalion
made available to us until December 26, 2014. It is understood that subscquent
developments may affect the conclusions of the Final Report and of the Opinion and

that, in addition, SPA has no obligation to updale, revise, or reaffirm the Opinion,

In additfion, SPA is expressing no opinion as to the price at which any securilies of
Findai Stainless Limited will rade on the stock market at any time. Other factors
after the dale hereof may affect the value of the businesses of Jindal Slainless Limited
cither before or after completion of the evenl. No opinion is expressed by SPA
whether any alternative {rapsaction might have been morve beneficial to Jindal
Stainfess Limited. Tt also remains underslood that SPA or certain SPA affiliales may
currently have and may in the fature have commenrcial banking, investment banking,

rast and other relationships and for engagements with, Counlerparties which may

Fairness Opinion na Valuallon vepork for valuating of Business Undercaldogs and Slare
Ealillemend Rakie Report an Demerger of Demercged Hadertakkings of Jindal Staintesy Limiled

By 5PA Eapltﬂlﬁdzjsurs Eimited
Papo 7 of 14
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have interess with respect to Jindal Stainless Limited, or companies divectly or
indirecily, controiled by, affiliated with [indal Stainless Limited or in which Jindat
. Stainless Limilted holds securities. Finally, it remains wnderstood that SPA or certain
SPA affilintes may have fiduciary or other relationships and engagements whereby
SI'A or cerlain SPA alliliales may exercise voling power over securities of various
persons, which securities may from time to time include securities of Jindat Stainfess
Limited, or companies directly or indivectly conbeolled by, affiliated with Jindal
Stainless Tdmiled, or in which Jindal Slainless Limited holds securilies, or olher

{ parties with an interest in the Transaction.

I

e

Falraess Oplolon vl Vahtallon ceporl (o valuation of Business iindertakings and Share
Entitement Ratio Repart on Demerger of Demerged Undercaldngs of Thxlat Stainless Limited
’ HVRTI By SPA Capital Advisars Limited
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| - COMMON APPROACHES 10O VALUATION

Income Approach

‘The Tncome Approach measures the value of an asset by calculating the present valoe
of its future economic benelits, When usced to determine Business value, the Income
Approach develops an indication of value by discounting forecasted cash flows to
their presenl value al a rale of et that incorporates the risk-[ree rale for the use of
funds plus the expected rate of mflation and the risks associated with the particular
investment. The discount rate applied 1o lhese expected cash flows is generally
based upon rates of return available from alternative invesliments of similar type and
qualily. Another discouniing method calculates the company’s Weighled Average Cost
of Cupital (“WACC”) from ils cost of dabl and cost of equity. Forecasts typically cover
three Lo five years, but the xelinbility of forecasts for valuation purposes in early
stage enterprises depends upon many factors, such as the company’s vulnerability to
advances in technology, actions by compelitors, changes in end-user requirenents,

& the availability of financing, Sclecting the forecast period required our judgment.

The Income Approach works best when development stage companies have
progressed to Stage five. Typically, companies in prior stages have limited operating
histories and cash flow forecasts. Using the Incowe Approach when a compuny has
nol achieved profilability or positive cash flow, and therelore has negative
flows flosses during some or ali of the forecast years, results in an equily Value (hal
consists mostly (if not entively) of the Terminal Value ("TV" is the estmate of the

Company's fulure value at the end of the forecast periodj.

¥airness Opinion pa Valualion veport for valuation of Business Undertakings and Share
EnlHlenscnt Ri-ll.'][l Ecpart on Demerger of Demerped Hndertalings of [indal Stainless LimEed
*_' .Z-:_f N By 5PA E.:piml Advlsors Limsited
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Market Approach

‘The Market Approach measures the value of an asset [hrough an anafysis of recent
sales of comparable property compared to the properly being valued. Wheg applicd
to the valuation ol an equity interest, consideration is given to the financial condition
and operating performance of the subject company compared to either publicly
iraded companies with similar lines of business or recenl corporate acquisibions
(“Guidetine Companies™), Typically, the companies selected for comparison are subject
lo economic, political, competitive, and technological fuctors that correspond with

those confronting the Company.

The Market Approach is conceptually preferable to the other two approaches both
because it uses direct comparisons to similar enlerprises and because the analysis is
based upon actual market travsaclions. However, comparables that fit perfectly
rarcly exist. Privalely held companies are compared to pubficly Lraded ones that are
typically further along in theiv stage of development, have superior access to capital,
and have common stock that is readily marketable. Often historical results of public
companies are being compared o projected results for the private company being

valued. In order Lo veflect these differences, data from the Griideline Companies must

be appropriately adjusted.
Asset Approach

The Asset Approach measures the vahie of an asset by the cost o reconstract or
replace it wilh another of like utility,. When applied lo the valmation of equity
interests in busivesses, value is based on the net aggregaie fair market value of the

enfily’s underdying assets,

Faieness Opiniva on Valuation report Tor valuation of Bisiness Undertakings aod Skare
Entillement Ratio Repnrt on Demerger of Bemerged lindereakings of Tiwdal Stainless Limited
By SPA Capital Advisars Lienlled
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‘Ihis approach basically entails a restatement of the balance sheet of the enterprise in
which the {afr markel oafre of its asscts and Habilitics are substiluted [(or their book
valucs. This approach is frequenily used o value holding companies or capital-
inlensive firms, It is typically not an appropiiate valuation appreach for growing
opcrating companies which provide g:md}; or services and which have signilicant
intangible valite. The same may be considered in conjuncltion with other approaches

will lower weight ago.

Sotirees of Information: The valuaiion was parformed as per following information:

+ Unaudited carved out financials of Business Undertakings for the lwelve month period
ended 1=t March 2014 and for the six months period ended September 3, 2014

+  Business ptan of Business Underlaking | for the period April 03, 2074 to March 3151 2019

¢ Business plan of Business Undertaking 1T for the period April 01, 2014 io March 31st 2024

s Business plan of Business Undertaking Kl for the period April 3, 2014 to March 31sl
2020

+ Business prolile of J5L.

o Draft Schome of Arrangement

Eairness Opinien &n Vahtalon report for vatuation of Business Undertalings and Share
Endliternent Ratio Report on Demerger of Demerged Underkakings of Jindal Stainless Limiled
L L By SM'A Capltal Advisers Elmited

Fage 1l of 14
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SUMMARY OF SLUMP SATE VALUATION PEREORMED BY B S It

= Crir—— - s o s

R T T s S P = s e o et S

MELIHODOLOGY ADOPTED

Discounted Cash Elow Mcethod:
B S R has applied Discounted Cash Flow Method for valuing cach of the Business

Undertakings on a slandalone basis using past rends, longer lerm forecasts based

on past and current financial trends and general economy and industry cuilook.

‘I'o arrive at the total value of the Business Indertakings, the value arrived under
DCE method is adjusted for the valne of borrowings, cash & cash equivalents,

surplus assels and comfingent liabilities,

Fair Value:

The fair value of the Underiakings has been arrived, basis on the methodology
applicd for ils valuation considering various qualilalive factors relevant lo the '
Underlakings, the business dynamics and growth potential of Lhe business, having

regard to information base, key underlying assumplions and limitations.

Based on above, the fair value of equity of;
Business-Undertaking I INR 28,093 Mn
Busmess Undertaking T INR 24,127 Mn
Business Undertaking [H: INRK 4,926 Mn

Faimness Opinion on Yahmtion repert for valnation of usiness ¥ndertalilngs and Share
Enill]ument Ratin Hepnre on Demerger of Demerged Underlakings of [indat Stainless Lanlted
By 5PA Ca p:t.ﬁ Advisors Limlred
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’ SUMMARY OF SHARE ENTITLEMENT RATIO PERFORMED BY B S R

B 8 R has, inter alia, menlioned in their report:

“Based on the aforemenlioned and that upon demerger, the set of shareholders and
holding proportion being proposed for JSHL is identical Lo that of J5L, the beneficiul

economic inferest of JS1, sharcholdess in JSHT. will remain same at the time of

demerger.

We believe ihat the above share entitlement ratio i8 fair and reasonable considering
that all the shareholders of ISL are and will, upon demerger, be the ullimate
benelicial ownets of lhe Resulting Company and in the same ratio (inter se) as they

hold shaves in JSL, as on the record date to be decided by Management of JSL.”

CONCELUSION

CONCLUSION ON SLUMP SALE VAL UATION BY B 5 R,

The fair value of cquity of Bosiness Underlaking T is INR 28,098 Mn, Business
_Undertaking 11 is TNR 24,127 Mn and Tusiness Underlaking T is INR 4,926 Mn.

The method censidered in e valuation is appropriate and reasonable for the subjoect

underlakings.

CONCLUSION ON SIIARE ENTITLEMINT RATIO BY B SR

‘the entilement ratio as vecommended by B S R is “One equity shave of INR Two

each as fli!}:}? paid up in JS11L for every one cquily share of INR Two held in J5L;

Fairioss Opinian an Valuation vepost five valuation of Business Undertalings and Share
I“utltlr:ment ttatlo Report on Demerger of Demerged Undertakings vl Thsdak Stainless Eimiled

By 5PA Capital Advisars Limiled
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And One 0.1% cumulative Compulsory Convertible Preference Shares of INK Two
each as fully paid up in JSHL for every one 0.1% cumulative Compulsory

Converlible Preference Shares of INR Two held in JSL” has been termed as

reasonably justilied.

It is noted that the Share Entitlement ratio was arrived at assuming that the
Resulling Company and the Transferor Company will continue in operalion in
rnhindered mannier for the {uture as al present on a pre demerger standalone basis

{ (going conceriy).

The assumptions considered in the determination of the Share Entitlement rvalio ae

appropriate and reasonable lor the subject companies.

Subjoct to the assumplions presented herein, in our opinion the fair values of
equity of Business Undertakings and Share Entitlement Ratio derived by B S R

are fair considering circmstances and purpose of valnation.

: for SPA Capital Advisors Limited
(SERT Reg. No., INM 000(110825)

Cosstpatiif Secre f.:ﬁ'?‘y: _-,,/ |

Fulrness Opinien on Valuation repact for valuation of Business Edertakings and Shave
Eutitlement Ratio Repord on Desnerger of Demerged Dederkakings of Jhsdal Stainless Limited
Ry SPA Capital Advisers Limilced
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