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‘ Santosh K. Singh & Co., Chartered Accountants

March 01, 2018

STRICTLY PRIVATE AND CONFIDENTIAL

The Board of Directors

TBM. Auto limited

A01, Hemlant Chambers 89,
Nehrn Place, New Delhi-T106019

The Board of Direclors

TBM Auto System Private Limited
6011, Hemkunt Chambers 89,
Nelurn Place, New Delhi-110019

The Board of Directors

" IBM MA Automotive Private Limited-
Plot No. C-1/2, M.ILD.C. Chakan,
Tal-Khed, Pune- 410507, MH

Dear Siz,

Subject: Recommendation on Swap ratio for allotment of equity shares of [BM Auto Limited
. CIBMY) to the eguity sharehiolders of IBM Aunto Systent Privgte Limited ((IBMAS),
IBM MA_Automotive Private Limited (/TBMMA) upron the merger of [BMAS, JBMMA

with TBM,

In terms of our engagement letter dated Pebruary 23, 2018, Santosh K Singh & Co., Chartered
Accountants (SKS), has carried out an independent valuation of JBM, JBMAS and JBMMA, with a
view to recommend a share exchange ratio for the purpose of determining number of equity shares of
TBM to be issued to equity shareholders of JBMAS and JBMMA pursuant to the proposed merger
{IBM, JBMAS and JBMMA are collectively referred to as “Companies”).

In the following paragraphs, we have summarized the valuation analysis of [BM, JBMAS and JBMMA
as on 13 April 2017 (' Appointed Date”) together with the description of the methodologies used and
limitation on our scope of work,

CONTEXT AND FURPOSE

We understand that the Management of JBM is contemplating a restructuring exercise wherein it
the Managa plating |

proposes to merge JBMAS and JBMMA into JBM to achieve synergies through focused business

segments and leverage on its operations for future growth (“Transaction”).

This would be achieved by a Scheme of Arrangement for merger (“Scheme™) under the relevant
provisions of the Companies Act.

T this commection, SKS has been appointed to carry out the relative valuation of JBM, [BMAS and
JBMMA with a view Lo recomunend a share exchange ratio,

The information contained herein and our report #s confidential. It is ntended only for the sole uge
and information of the Companies, and only i connection with the Scheme of Arrengewment. Itis to
be noted that any reproducton, copying or otherwise quoting of this report or any part thereof, other
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Santosh K. Singh & Co., Chartered Accountants

than in connection with the Scheme of Arrangement as aforesaid, can be done only with our prior
permission in writing.

BACKGROUND INFORMATION

IBM Auto Limited (JBM or the Company) is n company registered under Companies Act, 1956
having ils registered office at 01, Hemleunt Chambers 89, Nehru Place, New Delh-110019 in the state
of Delhi and ils equity shares are listed on the Bombay Stock Exchange Limited (BSE) and the
National Stock Exchange of India Limited (NSE). JBM.is into business of manufactaring of sheet me tal
component, welding assemblies and chasis suspension parts and other related parts for automobiles
is a group company of JBM Group which is primarily a tier- 1 supplier to the automotive OEM
industry. The Group has a diversified portfolio to serve in the field of automotive, engineering &
design services, renewable energy and education sectors.

JBM Auto systemn Pvt Lid (JBMAS) is a company registered under Compandes Act, 1956 having its
registered office at 601, Hemkunt Cliambers 89, Nehra Place, New Delh-110019 in the state of Delhi
and is owned 73.89% by the JBM. JBMAS is into business of manufacturing of sheet metal component,
welding assemblies and chasis suspension parts and other related parts for automobiles.

JBM MA Automotive Pvt Ltd (JBMMA) is a company registered under Companies Act, 1956 having
its registered office at Plot No. C-1/2, M.LD.C. Chakan, Tal-Khed, Pune- 410501, Maharashira. 1t is
owned 50% by JBM and 50% by one of the associate group companies. JBMMA is into business
business of manufacluring of sheet metal component, welding assemblies and other parts and olber
related parts for automobiles.

SOURCES OF INFORMATION

Far arriving at the share exchange ratio, we have relied upon the following information, as provided
to us by the Management of the Companies:

«  Brief background of the business of JBM, JBMAS and JBM MA;

e Audited financial statements of JBM, TBMAS and JBMMA for the financial years ended 31st
March 2013, 31st March 2016, 31st March 2017;

¢ Unaudited financials of JBMAS and JBMMA forthe rine months period ended Dec 31 2017;

s  Limited reviewed financials of JBM for the nine months period ended Dec 31 2017

+  Projected financial statements of JBMAS and JBMMA;

o Draft Scheme of Arrangement of proposed merger;

»  Sharcholding pattern of JBM, JBMAS and JBMMA as at March 31, 2017 and Dec 31 2007;

+ Discugsions with the management of Companics including necessary information,
explanations and representations provided by the management;

VALUATION METHODOLOGY

The standard of value in our analysis is defined as the price that a buyer could reasonably be
expected to pay, and a seller could reasonably be expected Lo accept, in an independent third party
arm’s length transaction.

For the purpose of arriving at the share exchange ratio for the proposed merger; we have placed
reliance on various judicial precedents laid down by Courts while deciding the matters involved in
determination of share exchange ratios. The valuation of a business is an exercise which is carried out
using various methodologies, to the extent applicable:

1. Net Asset Value (NAV) Method
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Comparable Companies (Quoted) Multiple (CCQM or CCM) Method.
Discounted Cash Flow (DCF) Method

Market Price Method

Price Earning Capacity Value (PECV) Method

Price of Recent Investiment (PORI} Methaod

o U1 W

The application of any particular method of valuation depends on the purpose for which the
valuation exercise is performed, relevance of each method under the circumstances of the case and
other factors as determined appropriate.

1. Net Asset Value (NAV) method

The asset based valuation technique is based on the value of the underlying net assels of the business.
Under this method, the nel assels as per financial stalements are acdjusted for the market value of
surplus/ non-operating assets, contingent liabilities which may be crystallized and other adjustments
as determined appropriate.

a) JBMAS AND JBMMA:

We have not used NAV method considering the fact that asset values reflected in books of accounts
are generally not a true indicator of the future distributable cash/profit generaling ability of the
business which is widely regarded as the true determinant of value of assets for most of the
industries. The asset values recorded in books of accounts are also impacted by accounting policies
which may be discretionary ab dmes.

by TBM:

We have not used NAV method considering the fact that assel values reflected in books of accounts
are generaily not a true indicater of the future distributable cash/profit generating ability of the
- business which is widely regarded as the true determinant of value of assets for most of the
industries. The asset values recorded in books of accounts are also impacted by accounting policies
which may be discretionary at times,

2. Comparable Companies (Quoted) Mulkiple (CCM) method:

Under this method, value of the equity shares of the company s arrived at by using multiples derived
from valuations of comparable listed companies, as manifest through stock market valuations of
listed companies. This valuation is based on the principle that market valualions, taking placed
between informed buyers and informed sellers, incorporate all factors relevant to valuation. Relevant
multiples need to be chosen carefully and adjusted for differences between the drcumstances.

a) JBMAS AND JBMMA.:

JBMAS and JBMMA are the group companies of JBM, a company listed on NSE and BSE in India,
which is directly comparable with JBMAS arid JBMMA in terms of its product offerings, und we have
used the EV/ERITDA multiple of JBM for arriving ai Enterprise Value of JBMAS and jJBMMA.

The CCM is based on annualised Trailing Twelve Months (TTM) multiple basis unaudited financials
for the three months period ended March 31, 2017 and unaudited financials for the nine months
period ended Dec 31 2017 as provided to us by the management, Further, the net debt has been
considered based on the financials of JBM as of Dec 31 2017.

b) JBM:
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Since JBM is a listed company as on the Valuation Date, we have not used this method of valuation.

3. Discounted Cash Flow{DCF) method

The DCE method is one of the most scientific methods amongst ail the valuation methods in terms of
conceptual framework. As per this method, equity value is defined as the “the present value of [uture
cash Aow that are available to all the equity halders of the Company’”.

The value so derived is not impacted by accounting practices as it is based on cash flaws and not book
profits. Further, DCF method incorporate all factors relevant Lo the business.

4) JBMAS AND JBMMA:

Rased on the financial projections for JBMAS and JBMMA provided to us by the Management, we
have applied the DCF method by discounting the free cash flows. :

by JBM:

Since the Financial projections of JBM were not available in the public domain, we have not applicd
the DCF method for computing the enterprise value of JBM.

4. Market price (MP) method

The market price of an equity share as qaoted on {he stock exchange in the same company is normally
considered as the fair value of the shares of that company where guch quotalion are avising from the
shares being regularly and freely traded in.

a) JBMAS AND JBMMA:

As the shares of JBMAS and JBMMA are nol listed on stock exchange, the MP method cannot be used
for determining the value,

L) IBM:

We have used the MP method to determine the value of equity share of JBM which is listed on the
BSE and the NSE and there are regular lransactions in its equity share with reasonable velumes. We
have considered the price arrived at by us using SEBI prescribed formula for calculation of market
price of the equity share of JBM as on Feb 23, 2018.

5 Price Famings Capacity Value {PECV) Method

This method suggests the valuation of the Company by capitalizing the average of profits after tax.
Future maintainable net profits are ascerkained on the basis of the nermalized past earnings of the
company. Implied assumption of this method is that future earnings potential of the Company is the
inderlying vatue driver of the Company. The pro fit earning capacity is generally based on the profits
actually earned or anticipated. It values a company on the basis of the underlying assets.

a) JBMAS AND JBMMA:

Bagis pur discussion with the management of JTBMAS and JBMMA, we understand that the margins
related to these companies are expected to change over a period of time on account of ot of
operational synergies and other factors. Considering this, we have nol applied this method to JBMAS
and JBMMA.

ho;, 011-47243749 _ iyt
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by JBM:

Basls our discussion with the management of JBMAS and JBMMA, we understand thal the marging
related to these companies are expected to change over a period of time on account of lot of
operational synergies and other factors. Considering this, we have not applled this method to JBMAS
and JBMMA.

6. Price of Re¢ent Investment (PORI) Method

This method suggests the valuation of the Company basis the recent Lransaction in equity shares of
the subject company between two independent parties in an arms-length transaction.

RELATIVE VALUATIONS

The Fair basis for the proposed merger of JBMAS and JBMMA into JBM would have to be determined
after taling into consideration ali the factors and methodologies mentioned hereinzbove. Though
different values have been arrived at under each of the above methodologies, for the purpose of
recommending a share exchange ratio, it is necessary Lo arrive at the single relative value of the
JBMAS, JBMMA and JBM. Tt is however important to nole that in doing so, we are not attempting to
arrive at the absolute equity value, but at their relative values to facilitate the determination of a fair
shares exchange ratio. For the purpose, it is necessary to give appropriate weights to the values
arrived at under each methodology.

Valuation of JBMAS

For valuasion of [BMAS we have applied the following weightages:

s Comparable Companies Muliiple (CCW) method (7{)%}
»  Discounted Cash Flow (RDCF) method (30%)

We have assigned higher weightage of 70 % to CCM. method considering the fact that JBMAS is part
of JBM and while computing CCM value we have used the earnings multiple of JBM itself as
comparable. Moreover, JBM. derives substantial value from its subsidiary JBMAS. Further, we have
assigned weight of 30 % each to DCF method.

Valuation of JBMMA

For valuation of JBMMA we have applied the following weightages:
s Price of Recent [nvestment (PORE} Method (100%)
We have assigned weightage of 100% to PORI method considering the fact that there has been buy-

out of the equity stake of 50% from JV partner by one of the group company of IBM in an arm’s length
(ransaction and the same has been considered for our valuation analysis.

Valuation of IBM
For valuation of JBM we have applied the following weightages:
«  Market price (MP) method (100%),

We have assigned weightage of 100% to Market Price method being the most relevant method to
value listed companies whose share arve regularly traded in good volumes.
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SCOPE LIMITATIONS

This report is subject to the limitation detailed hereinafter. As such the teport has to be read in
totality, and.not in. parts, in conjunction with the relevant documents referred to above.

- Computation of share exchange ratio s specific o the intended purpose as agreed in the
terms of owr engagement letler. Accordingly, the share exchange ratio should not be used for
any other purpose nor would it be applicable as at any other date.

< We owe responsibility only to the Board of Directors of the Companies, and do nol accepl any
liakility to any third party, in relation to this eport. Neither the report nor the contents may
be referred to or quoted in any regisbalion statement, prospectus, offering memorandum,
amnual report, loan agreement or other agreement or document given (o third parties, other
than in connecton with the proposed Schieme of Arrangement, without our prior written
consent.

+  The determination of share exchange ratio involves considerable exercise of professional
judgment as regards alternative methodologies and is also significantly influenced by
prevailing industry, economic and market {including capilal market} conditions. We have
exercised reasonable care while exercising professional judgment and comsideration of the
aforesaid factors; however it is possible that any other valuer may not agree with the
methodologies used by us and the relevant factors considered by us.

s+ Valuation analysis performed by s is not and should not be construed Lo conslitale as an
awdil, SKS is not expressing any opinion on any GAAP related issues and has not oflered any
alleslation services. The above mentioned procedures were performed (o the extent of dala
provided to us by the management of JBM, JBMAS and JBMMA.

+ Valuation analysis is also specific to the dala of this report. An exercise of this nature involves
consideration of various factors induding those impacted by prevailing stock market ends
in general and industry trends in particular. As such, our results are, to a significant extent,
subject to continuance of current trends beyond the date of the report. We, however, have no
obligation to update this report for events, trends or transactions relating to JBM / JBMAS
and JBMMA or the market / economy in general and occurring subsequent to the date of this
reporl.

«  Qur report on valuation analysis was based on ingairies of and discussions with management
of JBM, JBMAS and JBMMA and reading of the documents provided to us. In the course of
our valuation anelysis, we have relied upon financials and other information, including
estimates of future financial performance and assumptions thereof, provided by management

~ of JBM, |BMAS and JBMMA.

- Qur conclusions are dependent on such information being complete and correct  all
material respects. We have not conducted an independent audit, due diligence review or
validation of such information and estimales of future [inancial performance for the purpose
of this assignment. Accordingly, we don’t express an opinion or any other form of assurance
thereon and we accept no responsibility or liability for any losses occasioned Lo JBM or
JBMAS and JBMMA, their directors or shareholders or to any other party as a result of our
reliance on such information. No representation is made as to the accuracy or completeness of
such information unless expressly stated and nothing in our report should be relied as a
representation of the future.

+  We make no represenlation or warranty as to the accuracy or completeness of the information
used for our analysis, including any esthmnates, and shall have no Hability for any
representations (expressed or implied) contained in, or for any omission from, these
procedures.

+  We have performed our analysis of JBM, JBMAS and JBMMA for the aforesaid purpose and
ne account has been taken of any discount or premivan. that may be negotiated in the market
in the event of a distress sale.
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1t is understood that this report is required in connection with the limited purpose and will
not be used to solicit sither divectly or indirectly - investments in JBM or JBMAS and JBMMA
or otherwise for any Lransaction.

This reposl was not prepared by SKS for use by prospective [Inancing sources. If, at any time,
a potentfal financing source teviews this report, such financing source sho uld conduct their
own investigation and analysis of the data set Forth in this document, obtain their own
independent advice, and reach their own concinsions.

SKS is not required fo give testimony or to appear in court by reason of this valuation
analysis, with reference to the Comparies in the report.

Any inferences drawn from this valwation report should consider the report i its entirety.
Nothing has come to our attention to indicate fhat the informalion provided was malerially
mis-stated /incorrect or would not afford reasonable grounds upon which to base the report.
We do not imply and it should not be constraed that we have verified any of the information
provided to us, or that our inquiries could have verified any matter, which a more extensive
examination might disclose, We are not responsible for arithmetical accuracy / logical
consistency of any information provided by JBM or TBMAS and JBMMA and used in our
analysis. _

The recommendation rendered in this report only represent the recommendations of SKS
based upon information provided by the management of JBMAS and JBMMA and JBM and
other sources and said recommendations shall be considered advisory in nature. Our
recommendalion will however not be for advising anybody Lo take buy or sell decision (or
which specific opinion needs to be taken from expert advisors.

Our valuation anaktysis should not be constructed as investment advice; specifically we do not
express any opinion on the suitability or otherwise of entering into any bransaction with
TBMAS and JTBMMA or JBM.
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SHARE EXCHANGE RATIO

In the light of the above and on a consideration of all the relevant factors and circumstances as
discussed and outlined hereinabove, in our opinion, the share exchange ratio for the merger of
IBMAS and JBMMA into JEM works out to be as under:

Nel Assers Value - HI,6R7 2,608 10,8449 0158 0.0% 0.0% -

Warket Price Method 208,800 100.0% 0.8% 04%  2,085809

COM 100,539 45,004 0.8 T0.0% 0.0% - 70,587

Discounted Cash Flow Method - 131463 14,788 i3 30.0% 0.0% 39,439 -
Price of Recent Investynent 8575 110.0% - - 8575
Weighied Avernge Vulue 1oo% LUg % 100% _2.08.809 110,026 8,375
Nunber of Shares 407,95 248,90 608.99
Share Price Valoe 511,84 442.05 14,08
Share Allarment Ratio for JASPL 2,86 1.00

Share Allotiment Ratio for JASPL (Rounded) 86,00 100.00

Share Allotment Ratio lor IMASPL Q.03 1.00
Share Allolment Ratio for JMASPL (Rounded) 3.00 100.00

« 86 (Eighty Six) equity shares of face value of Rs. 5 each of JBM to be igsued against 100 (One
Hundred) equity shares of face value of Rs. 10 of JBMAS Lo the existing shareholders of
JBMAS

« 3 (Three) equity shares of face value of Rs. 5 each of JBM Lo be issued against every 100 (one
hundred) equity shares of face value of Rs.10 of JBMMA lo the existing sharebolders of
JBMMA

We have not locked any other aspect of the proposed merger except the aforesaid share Exchange
Ratio.
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