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Notice to the Reader

The report is confidential being for the use of the person to whom it is issued. It must not be
copied, disclosed or circulated or referred to in correspondence or discussion with any person

otherwise than the purpose for which it has been issued.

Neither H. B. & Associates nor any of its Partners, Officers, Employees or Advisors give any
representation or warranty (express or implied) in relation to the correctness or completeness of
the information contained in this document. No responsibility or liability is accepted for any
direct, indirect or consequential loss or damage suffered by any person arising there from is

expressly disclaimed.

This valuation report has been submitted by H. B. & Associates and has been solely for the
purpose of Scheme of Arrangement and not for any other purpose. The report is confidential and

for the use of persons to whom it is issued, This report has the limited scope identified in it.




1. TERM & CONTEXT OF OUR APPOINTMENT:

l PH Trading Limited has appointed us vide letter dated 10™ February, 2017 to study and give
valuation cum Exchange Ratio Report on issue of Equity Share Capital in Dhyaneshwar Traders
Private Limited to PH Trading Limited in lieu of transfer of “K. Kumar & co Unit" (hereinafter
referred to as “Demerged Unit") to said Dhyaneshwar Traders Private Limited pursuant to the
proposed “Scheme of Arrangement” (“Schemes”) under Section 232 of the Companies Act
2013.

2. INFORMATION BASE & REPRESENTATION :

For the purpose of this assignment, we have relied on the following information and

documents made available to us by PH Trading Limited and Dhyaneshwar Traders Private

Limited.

* Audited Balance Sheet and Statement of Profit & Loss of PH Trading Limited as at 31st
March, 2014, 31st March, 2015 and 31st March, 2016,

* Ithas been informed to us that there are no events and/or demand decisions - legal or
otherwise against the companies which have arisen/will arise subsequent to
appointed date and are likely to affect materially the state of affairs of accounts as on

date and/or the future maintainable profits or Its net assets,

¢ Memorandum and Article of Associations of PH Trading Limited and Dhyaneshwar

Traders Private Limited.

* Draft Scheme of Arrangements U/s. 232 of the Companies Act, 2013,




3. KEY UNDERLYING ASSUMPTIONS:

For the purpose of this report, we have assumed that:

Companies/unit are going concern and will continue to remain so even after demerger
in future. Accordingly, historical data/figures as disclosed in the accounts submitted to

us have primarily been considered for the purpose of this report.

For the purpose of this assignment we have relied upon and accepted the information

and representations made available to us by the management of the Companies.

4. BRIEF ANTECEDENTS :

i

RA RIVATE LIMITED:

OHYANESHWAR TRADERS PRIVATE LIMITED, the company was incorporated on 8% July,
2014 under the Companies Act, 2013. The company is having its Registered Office at
113, PARK STREET, 'PODDAR POINT' ‘B BLOCK, 10TH FLOOR, KOLKATA-7000156 in the
state of WEST BENGAL,

The company has an Authorized Equity Share Capital of T 10,00,000/- divided into
1,00,000 Equity Shares of ¥ 10/- each and Issued Subscribed and Paid-up Capital consists
of 10,000 Equity Shares of ¥ 10/- each amounting to ¥ 1,00,000/-.

The company is a newly formed Company and has not yet commenced any business
operations.

M E AND O ISATIONS :

The Operations of the Company are controlled by the directors of the PH Trading
Limited.




i) PHTRADING LIMITED :
A) HISTORY OF THE COMPANY :

PH TRADING LIMITED, the Company was incorporated on 25" June, 1982 under the

Companies Act, 1956. The company is having its Registered Office at 113, PARK
STREET,'PODDAR POINT' 'B' BLOCK, 10TH FLOOR, KOLKATA-700016 in the state of WEST

BENGAL.

The company has an Authorized Equity Share Capital of ¥ 50,00,000/- divided into

2,00,000 Equity Shares of ¥ 10/- each and Issued Subscribed and Paid-up Capital

consists of 4,80,000 Equity Shares of T 10/- each amounting to ¥ 48,00,000/-,

The company is primarily engaged in the business of Trading of Chemical and sugar.

B) MANAGEMENT AND ORGANISATIONS :

The Company is being managed and controlled by its Board of Directors consisting of

five directors namely:

AVISHEK HIMATSINGKA

PRAKASH CHANDRA HIMATSINGKA

AMAR CHAND AGARWAL

ASHOK KUMAR RAMESHWAR LAL JHANWAR
ARATI TRIVEDI




5. PROPOSAL .
The Board of Directors of DTPL AND PHTL in proposing a “Scheme of Arrangement” under
Section 232 of the Companies Act, 2013 for hiving off “Demerged Unit" with all its Assets &
Liabilities (including all properties and assets, movable and immovable, real and personal,
corporeal and incorporeal, in possession, or in reversion, present and contingent of
whatsoever nature, wherever situated, as on the Appointed date and all plant and
machinery, computers, vehicles, equipment, furniture, sundry debtors, inventories, work in
progress, finished goods, cash & bank balances, investments, bills of exchange, deposits and
loans and advances and other assets as appearing in the books of accounts; as well as
liabilities in the form of secured loans, advances from Customers, duties & taxes, sundry
creditors and other liabilities of the Demerged Unit) as reflected in the audited Statement of
Accounts of the Demerged Unit as on 31st March, 2016 in Annexure ‘A-1" and all other
interests or rights in or arising out of or relating to the Demerged Unit along with all rights,
powers, interests, charges, privileges, benefits, entitlements, industrial and other licenses,
registrations, permits, quotas, patents, trademarks, liberties, easements and advantages,
appertaining to the Demerged Unit with effect from 1st April, 2016, together with the
benefit of all contracts and engagements and all books, papers, documents and records
including agreements entered into by the demerged company with other parties for
purchase of property. With effect from the aforesaid date "Demerged Unit” shall pursuant
to Section 232 of the Companies Act, 2013 and without any further Act or deed to be
transferred to and vested in and be deemed to have been transferred to and vested in DTPL.
The Scheme envisages DTPL issuing equity shares to PHTL in consideration for the transfer of

assets and liabilities of Demerged Unit as stated in the scheme.




6.

BASIS OF VALUATION:

Based on the representation and assumptions given above, the following basis has been duly

examined before arriving at a particular method of valuations for the purpose of

determining exchange ratios for the “Scheme”,

A

NET ASSET VALUE METHOD :

The Net Asset Value method is being followed to compare the Net Assets of Demerged
Unit (which is to be demerged as on date) at the consideration value as per Scheme
with the net assets of the transferor company on the basis of historical figures
otherwise stated elsewhere. The difference between Total Assets and Liabilities

represents the net assets of such unit/Company.

The objective of the valuation process is to make a reasonable judgment of the value
of unit/Company as going concern. Since Companies and unit of the company invoived
here are doing Business as going concern, so it is prudent to consider historical figures

for the purpose of calculation.

In view of the comparison of net assets of unit which is to be demerged with the net
assets of transferor company has been considered appropriate for the purposs of
arriving the number of equity shares to be issued in consideration of transfer of

Demerged Unit to Dhyaneshwar Traders Private Limited.

The net assets of the K. Kumar & Co which is to be demerged from Transferor
Company the assets and liabilities are taken at value in to consideration as those
stated in the audited financial statement of the said unit as on 31st March, 2016.




EARNIN CITY H

e Profit earning capacity value method will be calculated by capitalizing the average of
Profit after tax for the last three years. By adopting this method we find out a value of
business on its earning capacity and objective is to arrive a true/realistic estimate of
further maintainable earning of the business.

e The crux of estimating “Profit Earning Capacity Value” lies in the assessment of future
maintainable earnings of the business while the past trends in Profits and Profitability
would serve as a guide. It shouldn’t be overlooked that the valuation is for the future
and that it is the future maintainable stream of earnings that is for greater significance

in the process of valuation. All relevant factors that have a bearing on the future

maintainable earnings of the business must therefore be given due consideration,

% mfkm capacity value method has not been applied since Dhyaneshwar Traders
Private Limited is a newly formed company,

e Discounted Cash Flow Method is being calculated by capitalizing the future cash
flow/earnings of unit/company.

* The cash flow forecast is based on past experience and carries synergistic elements in
it In simple exercise considering time value of money the growth rate can be
introduced and on forecasted cash flows or projected earning a suitable discounting
rate can be given for earnings of say next five years and net present value arrived after
Mrg can be compared for the purpose of arriving valuation cum exchange ratio
of the scheme.

» Sodiscounted cash flow meﬁhud or future earning approach may give better and fairer
m of the business of company/unit. It should not be overlooked that the
.m is for the future and that it is the future maintainable stream of

is for greater significance in the process of valuation.




7.

* As per management due to changing scenario in view of proposed scheme it is not
possible to give future projections of the Demerged Unit and of PH Trading Limited

after demerger. So we have not considered this method.

THE RATIONALE :

For the purpose of arriving at the fair ratio of equity shares to be issued by Dhyaneshwar
Traders Private Limited under the Scheme of Arrangement to PH Trading Limited, we have
examined different basis of valuations as mentioned and explained in Para 6 above and
have considered and relied on various details, data, accounts and statements as furnished

from time to time and explanation and Information as made available to us.

Accordingly after considering all aspect in details we have come to a concrete conclusion
that net assets valuation method to be appropriate and relevant in this case,

In addition to all relevant fact we have also considered the following factors to arrive at a fair
and justified exchange ratio with number of shares to be issued:

* Comparison of the net assets of "Demerged Unit” as mentioned in the scheme with
net assets of PH Trading Limited where “K. Kumar & Co” will be demerged as per the

scheme,

* The Valuation of the “Demerged Unit" of “PH Trading Limited” has been considered at

Historical Cost.

e Controls to be exercised by the shareholders of all the companies would continue to
be the same and rights of shareholders are not being affected,

* No fractional certificate shall be issusd by “Dhyaneshwar Traders Private Limited” as
there will be no fractional entitlement in terms of the Scheme.

* Dhyaneshwar Traders Private Limited is 3 100% subsidiary of PH Trading Limited from

1st October, 2016.




8. OUR RECOMMENDATIONS :

Having regard to the information based and representation supplemented by rational for
the proposed “Scheme of Arrangement” as mentioned under Para 7, Dhyaneshwar Traders
Private Limited is a 100% Subsidiary of PH Trading Limited. The effective interest of PH
Trading Limited will remain the same as the shares in Dhyaneshwar Traders Private Limited
would be issued only to them. In light of the above, and on consideration of all the relevant
factors and circumstances including the structure of the transaction as discussed and outlined
hereinabove, we believe that any value would be fair given that, upon the Proposed Scheme
getting effective, Dhyaneshwar Traders Private Limited will remain 100% Subsidiary of PH
Trading Limited and there will not be any outsider interest in the Equity Shareholding of
Dhyaneshwar Traders Private Limited. Having regard to the information base and
representation supplemented by rationale for the Proposed Scheme of Arrangement and as
per calculated and explained in enclosed Annexure A, we are of the opinion that the
allotment of shares in Dhyaneshwar Traders Private Limited to PH Trading Limited will be as

follows:

BY ADOPTING AND CONSIDERING NET ASSETS BASI CONCLUD

r Pr ' Il issue 45,000 Equity Shares of ¥ 10/- each as fully




9. CAVEAT:

By its very nature, valuation work cannot be regarded as an exact science and the conclusions
arrived at in many cases will be of necessity subjective and dependent on the exercise of
individual judgment. Given the same set of facts and using the same assumptions, expert
opinions may differ due to the number of separate judgment decisions, which have to be
made. There can therefore be no standard formulas to establish an indisputable value,

although certain formulas are helpful in assessing reasonableness,

FOR H. B. & ASS0OCIATES

CHARTERED ACCOUNTANTS
Firm ICAI Reg. No.322716E

L

Himansu Sekhar Senapati
PLACE : KOLKATA PARTNER
DATE: § Tlo k|2 T} . Membership No.54660
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Annexure - "A"

Statement showing Determination of Exchange Ratio for issue of Shares in Dhyaneshwar Traders

Private Limited to PH Trading Limited

Particulars Amount (in T)
{a) Networth of Demerged Unit (K. Kumar & Co) 26,10,128
(Refer Annexure "A-1")
(b) WValue per Share of PH Trading Limited
Net worth of PH Trading Limited 2,79,55,276
(Refer Annexure "A-2")
No. of Issued Shares 4,80,000
Value per Share 58
No. of Shares to be issued by Dhyaneshwar Traders Private 45,000

Limited to PH Trading Limited
(i.e. 26,10,128/58)




Annexure - "A-1"

Calculation of Net Worth of the Demerged Unit (K. Kumar & Co) as on 31st March, 2016
(Figures taken on the basis of audited Balance Sheet as at 31st March, 2016)

Amount {in )

(1)

(2)

Particulars
Assets
Fixed Assets
-Tangible Assets
Long term Loans & Advances
Trade Receviables

Cash & Cash Equivalents
Other Current Assets

Total of Assets (1)

Liabilities
Other Current Liabilities

Trade Payables
Total of Liabilities (2)

Net Worth of the unit to be Demerged [(1) - (2)]

34,50,279
2,33,265
10,15,68,403
10,00,273

1,06,053

10,63,58,273

22,59,586
10,14,88,559
10,37,48,145

26,10,128




Annexure - "A-2"

NET WORTH VALUATION of PH TRADING LIMITED AS ON 31st March, 2016

Net worth of PH Trading Limited

PARTICULARS AMOUNT
4

TOTAL ASSETS

Fixed Assets 34,69,372
MNon- Current Investments 48,298
Deferred Tax Assets 14,403
Long Term Loans & Advances 45,45,195
Inventories 47,990
Trade Receviables £2,31,71,529
Cash & Cash Equivalents 21,79,215
Short Term Loans & Advances 1,55,58,649
Other Current Assets 3,23,524

24,93,58,175

Less:- LIABILITIES

Long Term Provisions 2,21,780
Short Term Borrowings 7,89,73,392
Trade Payables 12,47,59,144
Short Term Provisions 35,51,972
Other Current Liabilities 1,38,82,208
Less : Deferred Tax Assets 14,403

2,79,55,276




