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May 20, 2017

Ta,

The Board of Directars,

Arfin India Limited

B 302, 3rd Floar, Pelican House,

Mear Natraj Cinema,

Gujarat Charber of Cornmerce Bullding,
Ashram Road,

Ahmedabad — 380 009

Subject; Recommendation of faireguity share exchange ratio for the Proposed Scheme of Amalgamation
between Mahendra Aluminum Company Limited& Arfin India Limited

Arfin India Umited {(hereinafter referred 1o as’ARFIN', ‘the Transferee Company’, 'you’, your'), has appointed
Sandip Desai & Co. (hereinafter referred to as ‘Sandip Desai & Co)’, 'the Valuer” ‘we’, ‘our’) torecommend a Fair
exchange ratio of equity shares for the Proposed Amalgamation of Mahendra Atuminum Company Umited
with Arfin Inclia Limited (hereinafter ceferred to as 'MALCO™ and 'ARFIN' respectively and together as ‘the
Companies’} based on the discussions that we have had with information that we have received from, the
rranagemants of the Companies "Managemants’) from time to Hmae.

DISCLAIMER AND LIMITATIONS

This Share Exchange Ratio Report is prepared by Sandip DQesai & Co., Chartered Accountants under an
engagement letter from Acfin india Limitedon the basis of information, documents, papers and explanations
given by the management, officers and staff of the Companies to Sandip Desai & Co.

In preparing the Share Exchange Ratio Report, Sandip Desal & Co. has relied upon and assumed, without
independent verification, the truthfulness, accuracy and compieteness of the information and the financial
data {which shall include, but not ba limited to historical financial information, financial projections or forward
tooxing statements that have a bearing on financial information) provided by the Companies. Sandip Desai &
Co. has therefore relied upon ail specific information as received and declines any responsibility should the
results presented be affected by the lack of completeness or truthfulness of such information. Actual
performance, results of operations or facts may differ from management certified projected financial
information or farward focking statements.

Our work does not constitute an audit or certification or due diligence of the past financials of the Companiss
and we have relied upon the information provided to us by the Companies as regards such working results.

Publicly available information deemed relevant for the purpose of the analysis contained in the Share
Exchange Ratio Report has also been used,

Sandip Desai & Co. has not provided any accounting, tax or legal advice to Companies. Share Exchange Ratio
Report should not he construed as investment advice or any form of recommendation either for making or
divesting investment in the Company. The Companies are assumed to be in compliance with all the faws
applicatle to them.

All the workings for the valuation are made to the nearest two decimal points.
SOURCES OF INFORMATION

We have refied on the following information made available to us by the managernent of the Companies for
the purpose of this report:
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" Salient Features of the Proposed Scheme of Amalgamatmn, : '
2. Audited Financial Statements of MALCO for tht_ year ended on March 31, 2015, March 31, 2(}16 dnd
March 31, 2017;
T3 Audited Financial Staterments of ARFIN for the year ended on March 31, 2015, March 31 2016 and March‘
31, 2017; :

4. Brief History, Present Activities, auamess Prof:le Sharehofdmg Pattern of the Compames, e i
5. Projections of the future profitability, Cash Flow and Balance Sheet of MALCOup to March 31 202 ¢
prepared and certified by management of the Company, : :
6. Such other information and explanations as required and which have been provsded by the manage e'
of the Company, which were considered relavant for purpose of carrying aut this Va!uatlon asswgnme 5
7. Other relevant tnformat[on and documents For carrymg out this va!u.tt:on exerc;se

BR[EF BACKGROUND OF THE COMPANIES:

A ARFIN INDIA LEM!TED

Chamber of Commerce Building, Ashram Road, Ahmetfabad 380 009, Gularat rndla ARFIN ss engaged i .:' '
_ bumness of manufacturmg Afummum Products, Autt:: & Cored ere Products. '

Equtty Shares of the Company are Itsted on BSE lefted Scrlpt (o8 539151

' _ Shareholdmg Pattern as on March 31 2017

Promoters& Promoter Group . : . - 29,44,257
Public’” R R : : 11,06,900 |
Total - S S T : . : 40,531,157 |

8. MAHENDRA ALUMINUM COMPANY LIMITED '

Mahendra Aiurmnum Company L|m:ted bearmg Corporate

(MALCO)

manufacturmg Arumlnum Products and tradfng in Alummum scrap

Shareholdmg Pattern as on March 31, 2017

Promoters & Promoter Group’
Public S
Total -

VALUATIONA'P'PR'OACH _

The Proposed Amalgamatcon contemplates the Amalpamatton pursuant to a, Sc
©at the fair equity share exchange ratio for the Proposed Amafgamatlon of MALCO
determining the fair values of each company. These values are to be’ determmed
re!atlve ba51s and wcthout consrdenng the effect of the Proposed Ar‘natgamanon
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% per SEBI Circular CFD/DIL3/CIR/2(}17/21 'dated' March 10, 2017, The issuance of shares under schemes in
case of allotment of shares only to a select’ group of shareholders or shareholders of unlisted companies
purscant to such schemes shall follow the pricing grovisions of Chapter VIl of the SEBI {Issue of Capital and." |
Disclosure Requirements) Regulations,” 20_09 (herer_nd_fter referred to as “the ICOR Regulations”); - :

As per Regulation 71A of ICDR Regulations, frequently traded shares means shares in which the traded.
turnaver on any stock exchange during the twelve calendar manths preceding the relevant date, is at least te
per cent of the total number of shares of such class of shares of the issuer the shares. In case of ARFIN, traded:
turnover on the recognised stock exchange during last twelve cafendar months is greater than ten per cent oF:-__'
the total numéber of shares of the company Hence, shares of the company are frequently traded :

Accordmgfy, vaEuatren of shares of Arfin lndla Limited wrll be in ccmplrance with the ;}ncmg formula provrded:-
rn Regulatron 76 of ICDR Regulatlons whtch is reproduced hereunder : '

.'f the equrty shares of the issuer have been Irsted on recogmsed stock ewchange for u perrod of twenty six:
'weeks or more g3 on the re!evanr date, the equrry shares shall be allotted ot a prrce not Iess rhcm hrgher of the_-;:
_ foﬂowrng ' ' oL : ' :

a) The average of the week.’y hrgh amnd Iow of the vo.’ume werghred avemge pnce of the re!ated equrfy shares
. quoted on the recognrsed stock exchange durmg the twenty six weeks precedrng the re!evant clate ar
by The average of the week!y high and low of the valume welghted average prices of the re.’ated equrty shares
quated on a recoqmsed stock exchange during the two weeks precedmg the relevant dute (Regulatron ?6

B 'There are severaf methods of valuatmn Wthh are recogmzed as sound methods for arrwrng at the fafr'_ﬂ
o value of the equltv shares of the Campames It is bevond doubt that no single method can be com
used m all srtuatrons : : . SERISTEE

Several factors erI have to he factored in before one arrives at the decmon of usmg one or
valuatron Some mdrcatrve |Ilustratrons are as under' e :

The nature of the business and the hlstory of the en terprese from |ts mceptlo
History of asset creation and change in its market value as compared to book v
Intanglb!e assets either on or off the Balance Sheet. ' S
Objective for which the valuation is carried out. -
Comparrmn of profrtablhry of the company mter -se and wrth rnduatrv averag

MEENEIESEE

VALUATION OF EQUITY SHARES UNDER DIFFERENT APPROACHES -
. COST APPROACH

The asset based va!uatlon ter:hmque is based on the value of the underlymg net assets of|
on a book value basrs ar realrzab!e value basis or repfacement cost basis. The Cost Appruac

“going concern” criteria or in case where the assers base dormnate earnmga LBp&b? ItV T
have therefore been cons:dered at their book values, :




"~ result in a higher figure than the profits of the latest year which is inconsistent with! the: sitisat
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. INCOME APPROACH
AL PROFEIT EARNING CAPACITY VALUE METHOD

Under this meathod, the average of prof:ts after tax of the past years is capitalized at an appmpnate rate kg i R
arrive at value of shares. The crux of estimating the profit-earning capacity value lies in the assessment of the™ [ o
future maintainable earnings of the husiness. Wh|le the past trends in profits and profitability would serve agal i
guide, it is not be overlooked that the purpose of valuation is to arrive at the future post tax mamtamable_
stream of earnings. Al relevant factors that have a bearmg on the future mamtalnable earmngs of the busmess’ .
must, therafore, be given due comslderatton

Method of computation ofaverage proﬁts: '_

Ordinarily, the averaging of prof:ts wﬂl be worked out for the past three arcountmg \,rears for wiuch audlted’
accounts are available. But in appropriate cases, e.g., where the capital base of the company or. the profits
show erratic variation or where the premium involved is substantial or the, mdustry concerned |s subject to '
cychcal trends a weughted average of the proﬂts after tax will be consudered

If the year- to year vartatlon in the proflts of the Idst three years is conmcjered to be norrnai the average m
be calculated on the bams of a simple arithmetical average. But if the proflts are rising consistentty from’ e
to year at & steady ratio and there are reasons to believe that the rising trend will be maintained mto t
future, the average may be cafeulated on a werghted basis giving a weightage of 3 for the Fatest year, 2 for the
middle year and 1 for the Farthest year. Conversely, if the profits are declining cons;stently fram year to vear, i
would be’ adws*abls: to c0n3|der the profits of only the latest year since any average- SImpIe or welghted WI|

'cons;lstently deciining profits. Here also, it would he prudent to look :nto the accaunts of the 1ast Siye
make a 1udgment on the trend in proﬁts

Capita!izatian Rate:
The erstwhile cel Guldeimes prescr:bed capltalszatson rates for drfferent class of comp

categorized the capntallzatlon rate under three broad categor:es viz, M'mufacturmg a pame
Compames and Intermediate Compames The rates prescrlbed werg:: '

1. 15%in the case of rnz_mufactur:rlg companies /serwce providers-' S
2. 0% inthe Ca_s'e' of trading companies and -

3. 17 %% in the case of "int.errﬁedfate'ccm'pé'n'fes that is to say, companles whose ti
actwutv is more than 40% but less than 60% of thetr total turnover.
B. DISCOUNTED CASH FLOWS (DCF) MET'HOD'

Under this method the value of equlty share of the Company is arrtved at by ana%yzm’
and the future financial projections of the Comparw This method takes inta” acce

earnings of the Company and profitability of the Company. It dascounts the future T
Company and arrwes at the possuble market pr:ce of the Companv on the prese  day

The Discounted Free Cash Flow Method is one of the most rlgorous apprdaches to va
method, the prowcﬁed free cash flows from busmess aperations are disr_:ounte
of capital and sum of such dlscountad FrE‘e cash flows is the value ofthe busines

Use of Disceu_nted _Free C_ash 5 meth_od involves determining t_hé _foi_lc}_wm ;
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Estimated future cash flows _
Number of years cash flows used in the study )
“Appropriate Discount Rate to be applled g cash flows
The continuing value i.e. the cumulatwe va!ue of the Free cash flows beyonci the exphut
forecast period. :
> Value of Debt, if any.

The value of the firm is obtainaed by dtscountmg expected cash flows to the firm, i.e., the resu:!uat cash flo
after meeting all ogerating expensas, remvestment needs and taxes, but prior to any pavments to et
ar equity holders, at the weighted average cost of cap|tal whtch is the cost of the dlffe_rent com
fmancang used by the flrm wesghted by their market value proportcons '

o CF to Firmy
Value of Firm = ‘5‘—-——--—-—-—-
TR H{\HWAC,C‘}

_Whefe,
CF to Firm= Expected Cash fiow to Firm in périod t

WACC nghtedAverageCostchapntal '

' growth rate forever. To arrive at the terminal value, the Perpetuity Growth Model is Use
the value of frée cash flows that c:cmtmue into perpetuity in the fut’ure‘ grdWing atan. as

equation is a perpetultv, which uses a geometnc senes to detcrmme the value of 'a aries of grow
cash flows.- . : :

" M_ARKET APPROACH
Under Market ahprdaeh the valiration is based on the market vatue of the_ co p

cormpany.

MARKET PRICE METHOD -

ThIS method is mportant for the Valuer as the secondary Equity Market i not.only a
of the Company, but also of the other markut mformatcon to know the perceptl
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in compliance of SEBI Circular CFU/D!L3/C[R/2017/21 dated March 10, 2017 and on the basis of pricing formula
prescribed under Regulation 76 of ECDR Regufatmns, the volume —weighted average rnarkat prlce, the valua
- per share of the company shaH b h|gher of th' fallc wmg o .

i) The average of the week/y h:gh and Iow of the vo.’ume werghted average price of the relc:ted eqwty shares_
quoted on the recognised stock exchange durmg the twenty six weeks preceding the re!evant dare, or:
ii)y The average of the week!y h:gh and !ow of the uo!ume werghted average prices of the related equ:ty shar
quoted on a recognised smck e«change durmg the two weeks preceding the relevant date

Accordmg#y, value per share of Arfm !nd:a L|m|tecf zs Rs. 496 95 {Source: Markht prlcea of Iast 26 W
May 20, 2017 taken frorn the web51te of BSE er:ted x e www bseindia.com) :

. BASIS OF FAIR EQUITY SHARE EXCHANGE RATEO

CONCLUSION

In light of the above, and on a consideration of all the refevant factors ancE cwcumstanca as discus:
outlined herain above, we recommend the following fair equlty share exchange ratlo of eqmty share
Praoposed Amalgamation:

“31 (Thrrty One} equity share of ARFIN of Rs. 10/ each fuh'y pmd up for every 100 (Hundred} equrty shares
MALCO of Rs, 10/- each fully paid up.”

For Sandip Desai & Co.
Chartered Accountants
FRM: 111812W -

Sandip Desai
Partner
Membership Number: 44872
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