The Board of Directors

Ayepee Lamitubes Limited
B-1, MIDC P.O., Murbad,
Thane - 421401

Dear Sirs,

Ref: Recommendation of the Fair Share Exchange Ratio for the proposed

Amalgamation of Ayepee Lamitubes Limited with Solid Containers
* Limited.

SAMIR GAJJAR & CO.

CHARTERED ACCOUNTANTS ==

SAMIR B. GAJJAR S
B.COM., F.C.A.

I

20th December, 2017

The Board of Directors

Solid Containers Limited

2006, Fossberry Road, Near ICI Ltd.
Reay Road, Mumbeai - 400033 |

I  TERMS OF REFERENCE

1.1 We refer to respective engagement letters dated 27t November 2017 wherein we
have been requested to determine a fair ratio for exchange of equity shares and
redeemable cumulative preference shares of Ayepee Lamitubes Limited (“Ayepee”)
against the equity shares of Solid Containers Limited (“SCL") in the event of the
amalgamation of Ayepee with SCL from the Appointed Date of 1st April 2017.

Office : E/401, Bhoomi Enclave, Mahavir Nagar, Kandivali (W), Mumbai - 400 067
Tel.: (022) 2863 2050 - 7738 333 440 - 98331 28789 & samirgajjar@rediffmail.com
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BACKGROUND OF THE COMPANIES

AYEPEE

(@)

(b)

Ayepee is a BSE Listed Public Limited Company. As informed to us, the

shares of the company are not frequently traded.

The main business of the Company was to manufacture multi-laminated
flexible and rigid tubes and packaging materials, containers, tubes, capes and

boxes. However the company currently is not into any operational activities.

The issued, subscribed and paid-up share capital of Ayepee as at 30.09.2017
consisted of 20 lakh equity shares of Rs.10 each. Out of the above, 36,500
equity shares have calls in arrears of Rs. 5 each. Ayepee has also issued 7
lakhs Redeemable Cumulative Preference Shares (“RPS”) of Face value of Re.

1 each at premium of Rs. 99 per share.

SCL is a BSE Listed Public Limited Company. As informed to us, the shares
of the company are not frequently traded.

The main purpose of business of the Company was manufacturing paper and
paper products. However the company currently is not into any operational

activities.

The issued, subscribed and paid-up share capital of SCL as at 30.09.2017
consisted of 27 lakh equity shares of Rs.10 each. SCL has also issued 140 lakhs
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Preference Shares of face value of Rs. 10 each.
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INFORMATION RELIED UPON BY US

In valuing the equity shares and preference shares of Ayepee and SCL and in
determining the share exchange ratio, we have considered various information and
explanations that were provided to us by the Companies and those which we
thought were relevant. In particular, we considered the information mentioned

below pertaining to both the Companies.
(a) Audited financial statements for the financial year 2016-17;

(b) Draft Scheme of amalgamation of Ayepee with SCL as furnished to us by the
Company;

(©) Representations made to us by the Management;

(d) Land Valuation report of M/s Anmol Shekri Consultants Pvt. Ltd. dated 19t
December 2017.

Other information and explanations provided to us for this assignment by the

Directors of the Companies.

Other publicly available information researched by us.
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SCOPE LIMITATIONS

We have not independently verified the financials of Ayepee or SCL. We have only
raised various questions or sought information and explanations about the
financials to understand them. Hence, we express no opinion on or offer no
assurance on or accept no responsibility for the accuracy and realisability of the
financials. The fact that we have considered the financials in the exercise of
valuation should not be construed of taken as our being associated with or a party

to such financials.

Our work does not constitute an audit or due diligence or certification of the
financial statements of Ayepee or SCL including their working results referred to in
this Report. Accordingly, we are unable to and do not express any opinion on the
accuracy of any financial information referred to in this Report. We assume no
responsibility for any errors in the information submitted by the Management and

their impact on the present exercise.

No enquiry into the Companies’ claim to assets or property has been made for the
purposes of the valuation. With regard to the Companies’ claim to the same, we

have solely relied upon Management representations.

This Report is issued on the understanding that Ayepee and SCL have drawn our
attention to all the relevant matters, of which they were aware, concerning their
respective financial positions and businesses which may have an impact on our
Report. We have no responsibility to update this Report for events and

circumstances occurring after the date of this Report.

Our Report is not, nor should it be construed as us, recommending the proposed
amalgamation or opining or certifying the compliance of the proposed amalgamation
with the provisions of any law including the Companies Act, Income-tax Act, and
ény Capital Market related laws or as regards any legal implications or issues arising

from such proposed amalgamation.
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BASIS OF VALUATION

Method Adopted

The shares of both the companies are listed on Bombay Stock Exchange. However,
we have been informed that the shares are not very frequently traded. Therefore it
will not be appropriate to adopt the listed market price as a guideline in determining
the fair value of shares. Further, the management has informed us that the company
does not have any operational activities and hence they are not in a position to
prepare reliable financial projections. Hence, it will not be possible to value the

companies by Discounted Cash Flow method or Earnings Capitalisation Method.

In view of the above, we find the Net Asset Method as the most appropriate method

of Valuation.

Both SCL and Ayepee have some immovable property. We were not in a position to
arrive at net realizable market value of these properties. Therefore we decided to
appoint independent land valuer to arrive at the realizable market value of the two
properties. We accordingly appointed M/s Anmol Shekri Consultants Pvt. Ltd. for
the same. Based on the valuation reports dated 19% December 2017 received from
them, we have considered the realizable market value of the properties in our

valuation.

Realisable Market Value Method

We have worked out the Realisable Market Value of the shares by taking the

realisable valués of the assets and liabilities.

SCL holds land and building at Vadavli, P.O. Mohone, Taluka Kalyan, Thane 421102
situated at survey no. 46-b,51 paiki and 46-c admeasuring in aggregate H. R. M.
f Thane

6-68-40 equivalent to 66840 sq meters. The said land is leased by Collecto

Page 5 of 8 % € -

for Industrial purpose.

SAMIR GAJJAR & CO, CHARTERED ACCOUNTANYS 5



523

524

5.3

VI.

6.1

Private and Confidential

Ayepee holds land and building at B-1/1, MIDC P.O. Murbad, Thane 421401

admeasuring 2790 meters. The said land is leasehold land from MIDC having a lease

. period of 95 years.

As stated above, we have relied on valuation reports of M/s Anmol Shekri
Consultants Pvt. Ltd. for arriving at the value of both the parcels of land and
building held by both the companies. |

As confirmed by the management, all other investments and assets and liabilities are

considered at their book values.

Preference Shares

Ayepee has issued 7,00,000 preference shares of Re. 1 each redeemable at Rs. 100.
The Scheme provides for issue of equity shares of SCL to the preference shareholders

of Ayepee as per the exchange ratio arrived herewith.

SCL has issued 140,00,000 preference shares of Rs. 10 each redeemable at par. Based

_on the management representation received, we have taken the face value of the

preference shares as the redeemable value for the purpose of valuation.

Valuation of equity shares

Based on the above methodology, the price per equity share of Ayepee comes to

negative. The price per equity share of SCL is Rs. 21.92 per equity share share.

RECOMMENDATION OF SHARE EXCHANGE RATIO

The fair exchange ratio of the equity shares of Ayepee and SCL have been
determined after taking into consideration all the factors and methodologies
mentioned hereinabove. As discussed above, the valuation based on realizable net
asset value method (after deducting the redemption value of preference shares) is

negative for Ayepee. In such a case, it is not possible to arrive at a swap ratio.
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However, in order to comply with the requirements of amalgamation, we
recommend issue of nominal equity shares of SCL against the equity shares of

Ayepee.

As regards the preference shareholders of Ayepee, the scheme provides for issue of
equity shares of SCL in exchange of their existing holding. The existing preference of
Ayepee are to be redeemed at premium (Re. 1 face value + Rs. 99 Premium). The
total redemption value of 7 lakh equity shares is Rs. 7 crores. However, the current
net realizable value of Ayepee (before considering the redemption value of
Preference shares) is not enough to make the redemption of Preference shares.
Accordingly, we have considered the entire net realizable value of Ayepee as the

value of the Preference shares.

We consider it appropriate to issue the preference shareholders such number of
equity shares of SCL at valuation arrived as per para 5.3 above, that it is equal to the

value of preference shares of Ayepee arrived in para 6.2 above.

Accordingly, we recommend that the Fair Ratio for Exchange for the amalgamation

should be as follows:

“1 (One) Equity Share of SCL of the face value of Rs.10 each fully
paid-up for every 2,192 (Two Thousand One Hundred Ninty Two)
Equity Shares of Ayepee of the face value of Rs.10 each fully paid-

14

up.

“24 (Twenty Four) Equity Share of SCL of the face value of Rs.10
each fully paid-up for every 10 (Ten) Preference Shares of Ayepee
of the face value of Re.1 each fully paid-up.”
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VII. NOTICE

7.1 This Report is furnished solely for the purpose of determining the fair ratio for
the exchange of the equity shares of SCL against the equity shares and
preference shares of Ayepee in the event of a amalgamation of Ayepee with SCL
from the Appointed Date of 1st April 2017 and should not be used for any other

purpose without our prior written consent.

7.2 The information contained herein and our Report are absolutely confidential.
We are not responsible to any other person / party for any decision of such

person or party based on this Report.

Any person / party intending to provide finance / invest in the shares /
business of any of the Companies shall do so after seeking its own professional
advice and after carrying out its own due diligence procedures to ensure that it

is making an informed decision.

For SAMIR GAJJAR & COMPANY
CHARTERED ACCOUNTANTS

/
j
(SAMIR GAJJAR)

PROPRIETOR

Membership No: 118434
Firm No: 131946W
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