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o,

The Board of Directors

Avehidply Industries 1.¢d

Plot No.7. Sector - 9. Inteprated Industrial Estate. SIDC i,
Pant Nagar, Rudrapur. Udham Singh Nagar. UR - 263153

The Board of Directors

Archidply Décor Limited

Plot No.7. Sector - 9. Integrated Industrial Estate, SIDCUIL,
Pant Nagar. Rudrapur, Udham Singh Nagar, UR - 263153

Sub: Recommendation of fair share entitlement ratio for proposed demerger of I.)cmergg(j
Undertaking ie. Chintamani Undertaking of Archidply Industries Limited into Archidply
Déeor Limited

Dear Sirs/Madams.

We refer to the engagement letier with Suresh Shah & Coo Chartered Accountants (hereinafier
referred 1o as "SSCO™ or “Valuer™ or “we™ of “us™). whercin Archiply Industries Limited (“AIL™ or
the “Demerged Company ™), and Archidply Décor Limited ("ADL™ or the “Resulting Company™)
(collectively AIL and ADL are hereinafter reflerred 1o as “the Companies™) have requested us to
ceconmend a fair share entitlement ratio for proposcd demerger of Demerged Undertaking ie,
Chintamani Undertaking of Avchidply Industries Limited into Archidply Décor Limited ("Proposed
Demerper™).

SCOPE AND PURPOSE OF TIHIS REPORT

We understand that the Management of the Companics CManagement”) we proposing (o Demerge
the Demerged Undertaking e, Chintamani Undertaking of Archidply Industiies | imited into
Archidphy Décor Limited with effeet from appointed date of 1™ April. 2018, This is proposed to be
achieved by implementing a scheme of Arrangement under the provisions ol Scetion 230 (0 232 reud
alongwith Section 32 and Seetion 66 of the Compaities Act. 2013 (*Scheme of Arrangement™). As a
part ol the Proposed Demerger and as consideration for the Demerger. the sharcholders of A1l will
be issued equity shares of ADI .

For the aforesaid purpose. the Companies have appointed SSCO (o advise on the fair share
entitlement ratio or Proposed Demerger of Demerged Undertaking i.¢. Chintamani Undertaking of
Archidply Industries Limited into Archidply Décor 1 imited
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Phis report is our deliverable for the above engasement.

Fhis report s subject o the scope, assumptions, exclusions. limitations and disclaimers detailed
hereinafter. As such. the report is to be read in totality, and not in parts. in conjunction with the
relevant documents referred to therein.

SOURCES OF INFORMATION

Inconnection with prepaving this report. we have received the following information from the
Management of the Companies:

¢ Audited Financial Statements of AIL for the years ended 31 March 2015, 31 Mareh 2016 and 3 |
March 2017

e Financial statements of AlL as filed with stock L“(Lhdm_,(_h for the period | April 2017 to 31
December 2017

o Financial statements of Demerged Undertaking ie Chintamani Undertaking of AlL for the vea
ended 31 March 2018

e Financial statement of ALL for the year ended 31 Mareh 2018

e Business Projections of Demerged Undertaking ie Chintamani Undertaking and of the balance
business of AL for 5 years ie for years ending 31 Mareh 2019 to 31 March 2023

e Financial Statements of ADI, for the vear ended 31 March 2018

Besides the above listing. we have also undertaken discussions with the Management of the
Companies in conneetion with the operations ol the respective Companies, past trends and future
plans and prospects, ete. We have also been provided with draft Scheme of Arrangenient.

We have also obtained explanations and information considered reasonably necessary for our
exercise. from the executives and |L|'?l(.“xl,ﬁ[dll\r"i3*\ of the Companies, The Companics have been
provided with the opportunity 10 review the dralt report (excluding the recommended fair share
entitlement ratio) for this engagement t make sure that factual inaceuracies are avoided i our linal
report,

PROCEDURES ADOPTED

e Discussions with the management for understanding the business and fundamental [actors
that affect the caming-generating capability of the Companies and ol the Demerged
Undertaking.

o Requested and reccived linancial and qualitative information on both the Companies as well
as of the Demerged Undertaking.

o Within the framework ol valuation approaches and SEBI guidelines. linalizing valuation
methods for valuation

v ldentified suitable comparable companies
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e Arrived at valuation using methods considered appropriate

e Dewermined fair share entitlement ratio for the Proposed Demerger,

SCOPE  LIMITATIONS, ASSUMPTIONS, QUALIFICATIONS, EXCLUSIONS AND
DISCLAIMERS

Provision of valuation opinions and consideration of the issues described herein are areas of our
regular practice. The services do not represent accounting. assurance. accounting / tax due diligence,
consulting or tax related services that may otherwise be provided by us or our affiliates.

This report, its contents and the results herein (i) are specific to the purpose of valuation agreed as
per the terms of our engagement; (i) are specific to the date of this report, (iii) are based on the
latest financials of the Demerged Undertaking and of the Companies. A valuation of this nature is
necessarily based on the prevailing stock market. financial, economic and other condition in general
and industry trends in particular as in effect on, and the information made available to us as of, the
date hereof.  Events occurring after this date may affect this report and the assumptions used in
preparing it and we do not assume any obligation to updaie, reyise or reallirm this report,

The recommendation(s) rendered in this report only represent our recommendation(s) based upon
information furnished by the Companies (or its representatives) and other sources and the said
recommendation(s) shall be considered to0 be in the nawre of non-bhinding advice, (our
recommendation will however not be used for advising anvbody (o take buy or sell decision, for
which specific opinion needs to be taken from expert advisors).

In the course of the valuation, we were provided with both written and verbal information, including
market. technical, financial and operating data.

ln accordance with the terms of our respective enpagements. we have assumed and relied upon,
without independently verifying. (i) the accuracy of the information that was publicly available and
(i) the aceuracy of information made available (o us by the Companies. [n accordance with our
ngagement Letter and in accordance with the customary approach adopted in valuation exercises,
we have not audited, reviewed or otherwise investigated the historical financial information
provided to us. Accordingly. we do not express an opinion or offer any form of assurance regarding
the truth and fairmess of the financial position as indicated in the Tnancial statements. Also. with
respect 1o explanations and information sought [rom the Companics. we have been given 1o
understand by the Companies that they have not omitted any relevant and material factors and that
they have checked the relevance or materiality of any specilic information 1o the present exercise
with us in case of any doubt. Our conclusions are based on the assumptions and information given
by/on behalf of the Companies. The respective Managements ol the Companies have indicated (o us
that they have understood that any omissions, inaccuracies or misstalements may materially affect
our valuation analysisfresults. Accordingly, we assume no responsibility for any errors in the
information furnished by the Companies and their impact on the report. Also. we assume no
responsibility for technical information (ifany) furnished by the Companices.

The report assumes that the Companics comply fully with relevant laws and regulations-ay
inall its areas of operations unless otherwise stated, and that the Companies wil | gigumtird
.; 5 3
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competent and responsible manner. Further, except as specifically stated to the contrary, this
valuation report has given no consideration to matters of a legal nature, including issues of legal utle
and compliance with local laws. and litigation and other contingent liabilities that are not disclosed
in the audited/unaudited financial statements of the Companies.

This report does not look into the business/ commercial reasons behind the Proposed Demerger nor
the likely benefits arising out of the same. Similarly. it does not address the relative merits of the
Proposed Demerger as compared with any other alternative business transaction, or other
alternatives. or whether or not such alternatives could be achieved or are available. This veport is
restricted to computation of fair share entitlement ratio only.

No investigation of the Companies™ claim to title of assets has been made for the purpose of this
report and the Companies™ claim to suchi rights has been assurned o be valid. No consideration has
been given (o liens or encumbrances against the assets. bevond the loans disclosed in the accounts,
Therefore, no responsibility is assumed for matters of a legal nature..,

The financial forecasts used in the preparation of the report reflects judgment of the Management of
the Companies. based on the present circumstances, ds Lo the most likely set of conditions and the
course of action they are most likely to take. It is usually the case that some events and
cireumstances do not occur as expected and ace not anticipated. Therefore, actual results during the
forecast period will almost always differ from the forecasts, and such differences may be material,
To the extent that our conclusions are hused on the forecasts, we express no opinion on achievability
of those forecasts. The fact that we have considered the projections in this exercise of valuation
should not be construed or taken as our being associated with or a party 1o such projections.

“The fee for the Engagement is not contingent upon the results reported.

We owe responsibility only to the Board of Directors of the Companies, under the terms ol our
engagement, and nobody else. We do not aceept any liability to any third party in relation 1o the
issue of this report, It is understood that this analysis does not represent a fairness opinion, This
valuation teport is subject to the faws of India.

Neither the valuation report nor its contents may be referred o or quoted I oany registration
statement. prospectus. offering memorandum, annual report, loan agreement o other agreement or
document given 1o third pacties, other than in connection with the proposed Scheme of Arrangement,
without our prior writien consent. I addition, we express no opinion or recommendation as to how
the sharcholders of Companies should vete at any shareholders' meeting(s) 10 be held m conneetion
with the Proposed Demerger,
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BACKGROUND OF THE COMPANIES
(a) Arehidply Industries Eimited (ALL)

I Archidply Industries Limited a Limited company incorporated under the Companies Act, 1956,
having its registered office at Plot No.7. Sector - 9. Integrated Industrial Fstate. SIDCUL, Pant

Nagar. Rudrapur, Udham Singh Nagar. UR - 263153

i, The Demerged Company is a well established company. engaged in the business ol wood panel

products and decorative surfacing products and has two manufacturing undertakings :-
a)  Rudreapur (Uttarakhand) | mdertaking and
b) Chintamani (Karnataka ) Undertaking
ii. the following products are manufactured at Rudrapur Undertaking and Chintamani Undertaking
Rudrapur -

I Plywoods - Marine Plywood. Fire Retardant Plywood. Shuttering Plywood. Densified Film
Faced Plywood. BWR & MR Plywood. Lamyply and | amyboard.

2 Block Board and Flush Doors - BWR & MR grade

L

Decorative Laminates - range from 0.8mm to 1.5mm and post form laminates

Chintamani:-

I, Particle Boards - plain. veneered and pre laminated particle board both in interior and
exterior prade

2. Decorative Veneers — Teak. natural exotic veneers, reconstituted veneers and dyed veneers.

In addition trading of Gurjan based plywood and Face Veneers from Myanmar is also done

iv. The Demerged Company is a listed Company and its shaves are listed on BSE limited and

Nall[ﬂtlall Stock Exchange of India Limited (NSE)

v, AL has 2.20,65.000 equity shares issued and outstanding as of the date of this report.

AnA

e
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(b) Arvchidply Decor Limited
i, Archidply Decor Limited is a public Limited company incorporated under the Conipanies Act,
2013, having its registered officeat  Plot No.7. Sector - 9. Integrated Industrial Lstate, SHCUL,

Pant Nagar, Rudrapur, Udham Singh Nagar, UR - 263153

ii.  The Resulting Company is a newly incorporated company with the main objeets of manufacturing

and trading ol Wood panel products and other refated activities.

it The Resulting Company is an unlisted company and does not have any material operation as of

oW,

iv.  The Resulting Company has 50,000 equity shares issued and outstanding as of the date of this

report.

The Companies do not have any warrants, options or other convertible instruments issued and
outstanding as of the date of this report as informed to us.

The Management has informed us that there would not be any other capital variation in the
Companices Gl the Proposed Demerger becomes effective.

Approach — Basis of Demerger

We understand that the Management of the Companies (“Management™) are proposing to Demerge
the Demerged Undertaking ie. Chintamani Undertaking of” Archidply Industries Limited into
Archidply Décor Limited with effect from appointed date of 1 April. 2018, 'his is proposed to be
achieved by implementing a seheme af Arrangement under the provisions ol Seetion 230 10 232 read
alongwith Section 52 and Section 66 of the Companies Act. 2013 ("Scheme of Arrangement™). As a
part of the Proposed Demerper and as consideration for the Demerper, the sharcholders of ATL will
be issucd equity shares of ADIL.

The elfect of the Demerger is that cach shareholder of All becomes the owner of shares in two
companies instead of one. The Scheme does not envisage the dilution of the holding ol any one or
more shareholders as a result of the aperation of the Scheme. Past Demerger, the percentage holding
of a shareholder in ALL and in ADL would remain almost unchanged from the proportion of capital
held by such sharcholder in AllL.

Considering the above, any entitlement ratio can be considered for the above demerger as the
b ~
proportionate sharcholding of any shareholder would not materially vary.

We have considered the following to determine the Fair share entitlement ratio:
() the value based on ratio of capital employed ol Demerged Undertaki
Undettaking to the capital employed in other business of AlL: and V7

i Chintamani

O
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(b) value based on expected future profitability  of Demerged  Undertaking ie Chintamani
Undertaking to the expected luture profitability of other business of Al

The workings are given in Annexure — 1 1o this report.

In the ultimate analysis. valuation will have to be arived at by the exercise of judicious diseretion by
the valuer and judgment taking into account all the relevant fuctors. There will always be several
factors, e.g. quality and integrity of the management. present and prospective competition. yield on
comparable securities and market sentiment, ete. which are not evident from the [ace ol the balance
sheets but which will strongly influence the worth of a share, This coneept Is also recognised in
judicial decisions,

Conclusion for Demerger

I the dight of the above and on a consideration ol all the relevant fictors and circumstances, we
vecommend a ratio of 1 (One) equity share of ADI of INR 10/ cach fully paid up for. not in
exchange of, every 4 (Four) equity shares of Al of INR 10/~ cach fully paid up.

‘The above fair share entitlement ratio has been arrived at on the basis of a relative valuation for the
Demerged Undertaking and for each of the Companies based on the various qualitative factors
relevant to each company and the business dynamics and growth potentials of the businesses of the
Companies, having regard o information base. key underlying assumptions and limitations.

Respectfully submitted,

For Suresh Shah & Co.
Chartered Accountants .
ICAT Firm Registration No.: 1230

i >
FCA Payal *

Membership No @ 110424
Place: Mumbai




Annexure — I: Computation of fair share entitlement ratio

Computation of fair share entitlement ratio Chintamani Rudrapur Total
Net Aszet Value Rser 45.04 83.88 131.92
Warket Price per equity share (based on average of 2 weel's closing prices
oy NSE upto 29 May 2018} R §3.92
Price to Book Yalue Multiple :: 1.40
Value of unit using Price to Book Value Multiple Rser 743 117,74 18517
Profit Aftes Tax of ALl for FY 2017 Rsat 6.69
Price to Earnings Multiple - FY2017 for Al [ 37,69

Note: Brofit After Tax for FY2017 of AL has been considered as the PAT for
FY2018 is very low and not representative of normative levels of PAT for AlL

Coentury Plyboards (India) Limited

Market Price of equity share R 280
Consclidated £PS for Y2018 L3 7.34
Price to Earnings Multiple W 3.1
Greenply Industries Lud

Market Price of equity share Rs 268
Consolidated £8S for #¥2018 Rs 8.02
Price to Earnings Multiple i 2%.65

Average P{E Multiple (based on PJE Multiple of AL, Century Plyboards and

Greenply) 31.83
Forward P/E Multighe - FY 2019 {discounted average PJE Multiple by 15%) 27.68
Foreard B/E Multiple - Y 2000 {discounted P/E Multiple for Y2019 by 15%) 24.07
Forward Profit After Tax - FY 2019 Projected Rsct 115 8.20 9.35
Forward Profit Alser Tax - FY 2820 Proiected Rs et 163 977 1140
Value of BuU
Based on FY 2019 Projected Profit sfter tax Rscr 31.40 227681 258.90
Based on Y 2000 Projected Profit after tax Rs 1 39.18 235.07 274.25
Based on Price to Book Value Multiple Rscr 6743 1M 18517
Average Value Rscr a6,17 1817 215,44
Ratio of value Rate 0.193 0807 1.00

Fair Share Entitlerment Ratie frounded) based gnrelative viluation of
Chintamani Undurtaking and Rudrapur Undertaking Hatic 1.0 4.0




ANNEXURE |

The valuation report shall display the workings, relative fair value per share and fair share
entittement ratio in the following manner:

Computation of Fair Share Entitlement Ratio

Archidply Decor Archidply Industries
Limited (Resulting Limited (Demerged
Company) Company)
Valuation Approach Value per
Value per Share Weight _ Weight
- Share
Asset Approach
Income Approach
Market Approach N.A NA. NA NA
Market Approach
Comparable Companies
Multiples Method NA NA NA NA
Relative Value per
Share
Entitiement Ratio (rounded off) 1 4
Split of Exchange Ratio- Towards Equity
shares

Fair share entitlement ratio:

e One (1) Equity Share of the Resulting company (Archidply Decor Limited) of Rs. 10/-
cach fully paid up for every Four (4) Equity Share of Rs. 10 each fully paid up held in
the Share Capital of the Demerged Company (Archidply Industries Limited)

Note:

(a) The value based on ratio of capital employed of Demerged Undertaking ic Chintamani
Undertaking to the capital employed in other business of AIL; and

(b) Value based on expected future profitability of Demerged Undertaking ic Chintamani
Undertaking to the expected future profitability of other business of AIL.

The copy of the Computation of fair entitlement ratio is enclosed herewith as Annexure- 1 for
your ready reference.

For ARCHIDPLY INDUSTRIES LTD,,

Company Secretary



Annexure — I: Computation of fair share entitlement ratio

Computation of fair share entitlement ratio

Ket Asset Value fts e
Nialnel Price pei equily shaie [Gased ohaversge of 2 week's dosiag phices
o NSE upto 29 May 2018] ay
#rice to Book Value Multiple u
Value of unit using Price te Book Value Multiple Bscr
profit After Tax of Al for FY 2017 Ricr
Price to Earnings Multiple - FY2017 for ARl "

Note: Profit After Yax for FY2017 of AlL has been considered as the PAT for
FY2018 is very low and not reépresentative of normative levels of PAT for AL

Century Plyboards (India) Limited

Market Price of equity share Rs
Consolidated EPS for FYZ01B RS
Price to Earmings Multiple *
Greenply Industries Ltd

rarket Price of equity share its
Consclidated EPS for FY2018 fs
Brice to Earnings Multiple L

Average PJE Multiple (based on P/E Multiple of AlL, Century Plyboards and
Greenply)
Forward PJE Multiple - BY 2018 {discounted average PAE Multiple by 15%)
£orward P/E Multiple - Y 2020 (discounted P/E Multiple for FY2019 by 15%)

Fonvware Profit After Tax - FY 1019 Projected Rycr
Forward Profit After Tax - FY 2020 Projected Rs ¢t
Valire of BU
Based on FY 2019 Projected Profit after tax Rser
Based on FY 2020 Projected Profit after tax Rscr
Basad on Price to Book Value Multiple Rser
Average Value Rscr
Ratio of value Ratia
Fair Share Entitlemnent Ratio {rounded) based onrelative valuation of
Erintamani Undortaking and Budrapur Uniderlaking ot

Chintamani Rudrapur Total
43.04 £3.88 131.92
§3.92
1.40
6743 177 18517
6.69
27.69
280
7.34
38.11
268
5.02
.68
1183
27.68
2407
1.15 §2G 9.5
1.63 977 .40
3140 227401 258.90
39.18 23507 274,25
6743 117,74 185.17
46.17 193, 2 23944
0,193 0.887 1.00

10 4,0

For, ARCHIDPLY INDUV' TRIES LTD,

1 =

Company Secretary



