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FIRST OVERSEAS CAPITAL LIMITED = e e
1-2, Bhupen Chambers, Ground Floor, Dalal Street, Fort, Mumbai - 400 001. india E-mail  info@focl.in
CIN : 067120MH1998PLC114103 Website : www.focl.in

Date: March 17,2017

To,

Shreyas Intermediates Limited
122-125, Solaris, # 2,

Saki Vihar Road,

Andheri (East),

Mumbai - 400072

Tel: +91-22-42766500

Subject: Report On Fairness Valuation Report for M/S Shreyas_Intermediates Limited (CIN

No.: L.24120PN1989PLC145047)

Dear Sir,

We refer to your letter dated 7t March, 2017 and as desired by you, we are attaching
herewith the fairness valuation report of your company Viz, M/S Shreyas Intermediates
Limited for your information and records.

Thanking You.
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FAIRNESS OPINION REPORT AS ON 17™ MARCH, 2017
FOR PROPOSED CONVERSION OF DEBTS AND PREFERENCE SHARES

OF

SHREYAS INTERMEDIATES LIMITED
[ CIN: 1.24120PN1989PLC145047]

By

FIRST OVERSEAS CAPITAL LIMITED

SEBI REGISTRATION NO: INM000003671
SEBI REGISTERED CATEGORY I MERCHANT BANKER




FIRST OVERSEAS CAPITAL LIMITED (“FOCL” or “Authors of the Report), CIN:
067120MH1998PLC114103, is a SEBI registered ‘Category I’ Merchant banker in India and was
engaged by Board of Directors of SHREYAS INTERMEDIATES LIMITED (herein after referred as
“SIL” or “the Company”) CIN: L24120PN1989PLC145047 to prepare an Independent Fairness Opinion
Report (“Report™) with respect to providing an independent opinion and assessment as to fairness of
Valuation Report determined by Shah Gupta & Co., Chartered Accountants, Independent Valuer's for the
purpose of intended proposed conversion of debts and preference share capital of SHREYAS
INTERMEDIATES LIMITED (herein after referred as “SIL” or “the Company™).

The Fairness Opinion Report (“Report™) has been prepared on the basis of the review of information
provided to us and specifically the Valuation Report prepared by Shah Gupta & Co., Chartered
Accountants as an Independent Valuer. The report does not give any valuation, However this report is
limited to provide its faimess opinion on the Valuation Report.

The information contained in this Report is selective and is subject to updations, expansions, revisions
and amendments. It does not purport to contain all the information recipients may require. No obligation
is accepted to provide recipients with access to any additional information or to correct any inaccuracies
which might become apparent.

This Report is based on data and explanations provided by the management and certain other data calted
out from various websites believed to be reliable. We have not independently verified any of the
information contained herein. Neither the Company nor FIRST OVERSEAS CAPITAL LIMITED,
nor affiliated bodies corporate, nor the directors, shareholders, managers, employees or agents of any of
them, makes any representation or warranty, express or implied, as to the accuracy, reasonableness or
completeness of the information contained in the Report. All such parties and entities expressly disclaim
any and all liability for, or based on or relating to any such information contained in, or errors in or
omissions from, this Report or based on or relating to the Recipients’ use of this Report.

This Report is confidential being for use only by the persons concerned. This Report, or any part of it,
may not be copied or distributed by the Recipient to third parties (other than in confidence to the
Recipients” professional advisors).

Executive:Summary

Purpose: Express an Independent Fairness Opinion and assessment with respect to fairness of Valuation
Report determined by Shah Gupta & Co., for the proposed conversion of debts and preference share
capital.

Name of the parties involved in the transactions:

-8 ame of the Parties S CIN . N
1. Shreyas Intermediates Limited (SIL) : L24120PN1989PLC 145047
2, Invent Assets Securitization & reconstruction Private | : U74999MH2003PTC139774
limited (INVENT)
3. Nivati Venture Private Limited (NIYATI) : UB2300MH2C09PTC191922
4, Kesar Ptetroproducts Limited (KESAR) : L23209PN1990PLC054829
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Background of the Company .

SHREYAS INTERMEDIATES LIMITED

Shreyas Intermediates Limited having CIN: L24120PN1989PLC145047, is a Public Limited Company
was incorporated on November 6, 1989 under the Companies Act, 1956. The registered office of the
company is situated at D-21, D-22, D-23, MIDC Industrial Estate, Lote Parshuram, Taluka Khed,
Ratnagiri — 415722, Maharashtra. The Company is engaged in the business of Petroproducts
and Chemicals. The Company is engaged in the manufacture and sale of Pigments
and Pigment Intermediates and bi-products. The Company operates through the
manufacturing of pigments and pigment intermediates segment. The Company sells
these products to various segments across various industries, including corporate

and business houses. The Company's plants are located at MIDC Industrial Estate,
Maharashtra.

At present, the Equity Shares of the company are listed on the BSE Limited having security code number
and ID 526335 and SHREY ASI respectively.

The shareholding pattern of Shreyas Intermediates Limited as on December 31, 2016 is as follows:

- -Category of Shareholders "] No: of Shares held | % of Holding
Promoter and Promoter Group 98.28,500 61.03
Public 62,75,400 38.97
Grand total 1,61,03,900 100.00

Shreyas Intermediates Limited (SIL} has accumulated losses of Rs. 90,68,91,047/- as on December 31,
2016. As the net worth of SIL has eroded completely, the company is in the process of referring to
National Company Law Tribunal (NCLT) under section 408 of the Companies Act, 2013 (18 of 2013).
A reference initial application under the SICA Act was made to BIFR (Board of Industrial Finance and
Reconstruction), an apex body of SICA (The Sick Industrial Companies Act, 1985) filed on 4
February, 2014. The application has been registered as case No. 1/2016 as per order dated 03.12.2015.
Now, the Company has proposed composite Scheme of Compromise/Arrangement provides for
compromise by (i) Secured Creditors & (ii) Preference AND Equity shareholders under sections 230 to
232 of the Companies act 2013 and other applicable provisions of the Companies act, 2013. The
Company was mainly challenged by the paucity of funds. The funds were drained out on account of
Interest and repayments to banks and then the package approved given for rehabilitation also was not
given by the Bankers. However with the loans now being assigned to the ARC the Company is hopeful
that the operations will start.

Under the circumstances SIL has proposed to convert part of its borrowings and preference shares into
equity (*proposed conversion’} by issuing equity shares of Shreyas Intermediates Ltd. In pursuance of
such objective, the Company intends to measure fair value of the equity share for internal management
analysis and thus, Shah Gupta & Co. Chartered Accountants (“SGC™), has been engaged by SIL (vide
Engagement Letter dated 20.02.2017} for valuation of equity shares as at December 31, 2016
(“Valuation Date™) for the purpose of proposed issue of shares to the Debt holder and to the redeemable
preference shareholders.

The Scheme provides for arrangement / compromise with Secured Creditors and Preference
shareholders in the following manner:




Rationale and Purpose of the Scheme are as follows:

i} The Company has accumulated loss of Rs. 90,68,91,047/- as on December 31, 2016. The
continuous losses have substantiaily wiped off the Net worth of the company thus the financiaj
statements do not reflect the correct picture of the health of the Company,

ti} The process of conversion of its dues of debt holders and red

iti) Company is listed on stock exchange however, it was operatin

is thus aimed to capture the long term perspective of stakeholders, Accordingly, this valuation is more of
valuation based on fundamentals and present & future economic perspective of the business.

One or more of valuation methods as mentioned below may be deemed fit for the valuation,

*  Net Asset Value Method (NAV);

*  Market Price method,

*  Yieild Method / Profit Earning Capacity Value (PECV);
*  Discounted Cash Flow Method (DCF);

*  Comparable Companies Multiples Methodology (CCM);
= Comparable Transaction Multiples Method (CTM).

Presently, with the loans being assigned to the ARC the Company is hopeful that the operations will start
by increasing its capital base. The process of conversion of its dues of debt holders and redeemable
preference holder will help company lowering its interest and repayment burden. This will allow
Company to start operations for generating recurring cash flows. Initial ly (.Zompany‘ expects to operat.e at
low level of capacity and subsequently, the Company expects to gradually increase its level of operat
based on actual cash flows.
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Under the circumstances, we believe DCF is the most appropriate tool for valuation of equity shares of

the company.

Accordingly, on careful consideration of th
of Net Assets Value (NAV) method, Discounte
tiple) method for the purpose
NAYV and P/E Multiple respect

combination

Price/Earnings Multiple (P/E Mul
equal weights i.e. 1:1:1 for DCF,

share.

perations and its ne

DISCOUNTED CASH FLOW METHOD [DCF]

The DCF method is one of the m
framework. As per the method, val

Value = Present value of future cash flows that accrues to the equity shareholders of the Company.

e facts and circumstances of

ost scientific among all the valuation m
ue is defined as following:

Computation of Value of operating assets under the DCF method:

t worth as at 31.03.2016 is also fully eroded.

the case, we have used
d Cash Flows (DCF) method and
of valuation of SIL. We have assigned
ively, for deriving the value per equity

od is not used for current

ethods in terms of conceptual

_(Rs. in Crores)

S FY 2017 [Q41 ] FY 2018 FY 2019 -FY 2020 FY 2031
| INFLOW
EBITDA 0.0 7.5 8.0 8.0 8.0
Less: Tax - (0.3) {0.4) (0.4 (0.4)
Cash flow from Operations (.0 7.1 7.5 7.5 7.5
Working capital changes 2.4) (0.3) (0.6) (0.9) (0.9)
Total {Z.4) 6.9 6.9 6.6 6.6
OUTFLOW
CAPEX
Total - - - - -
Free Cash Flows (2.4) 6.9 6.9 6.6 6.6
Discounting
- Full Tax Period (CAPM) 15.21 97% 8§4% 73% 63% 55%
PV for Full Tax Other Period 15.21 (2.29) 5.75 5.02 4.19 31.63
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v :Caleulation of Shareholder ¥ alue {{Rs. In:Crores)]
CAPM
Net Present Value of the Net Cash Flows (NCF 's) 16.3
PV of Terminal Value 23.9
40.2
Add: Cash and Bank Balances 0.2
Value for Equity Shareholders 40.4

Free Cash-flow of the Last Year

(i 4;grovs);tll)/ (Discount.factor - Growth rate)

31/03/2021
Free Cash-flow of the Last Year 6.6
Growth rate 0%
Discount factor 15.21%
Terminal Value 43.61

Our Fairness Opinion:

We have formed an opinion on the fair valye for equity sharehoiders of SIL as per valuation report
submitted by M/s. Shah Gupta & Co., Chartered Accountant under DCF method as stated before is most

Our study did not include the following:-

* An audit of the financial statements of SIL,
¢ Carrying out a market survey / financial feasibility for the Business of SIL.
* Financial and Legal due diligence of SIL.

Our fairmess opinion is based on the premise that the valuation report prepared by Shah Gupta & Co.,
Chartered Accountants, as per the information and explanations furnished by SIL to them being complete
and accurate in all material aspect.

Our work did not constitute an audit in accordance with Indian GAAP/ International Financial Reporting
Standards and all other applicable accounting practices and procedures and examination/review of
internal controls or other attestation or review services. Accordingly, we do not express an opinion on the
information presented.

It may be noted that in carrying out our work we have relied on the integrity of the information provided
to us by the management of SIL and other than reviewing the consistency of such information, we have
not sought to carry out an independent verification, thereof,

We have reviewed the information made available to us for overall consistency and have not carried out
any detailed tests in the nature of audit to establish the accuracy of such statements and information.
Accordingly, we assume no responsibility and make no representations with respect to the accuracy or
completeness of any information provided by SIL.

We have not carried out any independent verification of the accuracy and completeness of all information
as stated above. We have not reviewed any other documents of SIL other than those stated above. We

Q?:E»

o' 2
Page 6 of 8 Privata arnAd rnnfﬂ-gr{l-;al\x\e

’-’-’fff;l




encumbrances against the assets beyond the loan disclosed in the accounts. Therefore, no responsibility
s as'ssu'rned for matters of a legal nature, The report is not, nor should it be construed, as our opining or
certifying the compliance with the provisions of any law, including but not limited to, Circulars/
Guidelines/ Notifications/ Rules/ Regulations etc. issued by the Reserve Rank of India, Com,panies Act,
Tax Laws and Capital Market related laws by SIL.

This report is not meant for meeting any other regulatory or disclosure requirements, save and except as
specified as above, under any Indian or F oreign Law, Statute, Act, Guidelines or similar instructions. We

would not be responsible for any litigation or other actual or threatened claims.

In no event, will FOCL, its Directors and employees, be liable to any party for any indirect, incidental,
consequential, special or exemplary damages (even if such party has been advised of the possibility of

such damages) arising from any provision of this engagement.

For FIRST OVERSEAS CAPITAL LIMITED

Satish Sheth N0 ;-7 *
President Operatians

Place: Mumbai
Date: 17" March, 2017
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