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Recommendation af Fair Equity Share Exchange Ratio for Praposed Amalgamation of
Mangalam Laboratories Private Limited and Shei JB Pharma Private Limited with
Mangalom Drugs and Organies Limited

e 15002024

lo,

The Board of Directors,
Mangalam Laboratories Private Limited
Rupam Eulld.i.nﬁ, Ard Floor, 239, P D'Mello Road Near GPO, Fort,

Mumibai, Maharashtra

L]

The Board of Directors

Shri JU Pharma Private Limited

Rupam Building, 3rd Floor, 239, P D'Melle Road Near GPO, Fort,
Mumbai, Maharashtra

o,

The Audit Committee & Board,

Mangalam Drugs and Organics Limited

Rupam Building, 3rd Floor, 239, P D'Mello Road Near GPO, Fort,
Mumbag, Maharashira

Phear Sirs,

Private Limi fi - o - T'ran r |. i Z
Shri |8 Mharma Private Limited (herein "SIPPL" or “Second Transferor
‘ompany”] w D ed ') (T
Company’)

We understand that the Management of above companies are contemplating a Scheme of
Amalgamation under Sections 230 to 232 and other applicable provisions of the
Companies Act, 2003, and Rules framed there under (hereinafter referrad o as “the
Scheme”) whereby it is proposed to merger Mangalam Laboratories Private Limited
(CMLPL™ or "First Transferor Company™) and M/s Shri [B Pharma Private Limiled
("SIPPL” ur "Second ransteror Company”) into Mangalam Drugs and Organics Linuted
("MDOL" or “the Transteree Company™), on a going concern basis.

In this regard, Nitish Chaturvedi, Registered Valuer (Securities or Financial Assets!) with
IBBI Registration No.: IBBI/ /RV/03/2020/ 12916 (referred to as ‘Valuer’) have been
appointed to recommend the fair share exchange ratio of equity shares for the proposed

amalgamation of Mangalam Laboratories Private Limited, Shri JB Pharma Private Limited
Al Wangalam Drgs and Urganics Limibed (MLPL, SIPPL and MIDOL are hereinatbor

jeintly refereed o as e (_‘nlnp.mil..'ﬁ-'] as n_-quimd under the provisions of the Canpanicos
Act, 2013 and also as required under varioug SEBI circulars including SEBI Master
Circular no, SEBI/ HO/CFOY POD-2/ '/ CIR,/ 2023/ 93 dabed Jume 20, 2023, SEBI Circular
No. SEBL/ HO/CFO/DIL1/CIRS P/ 2020/ 215 dated NMovember 3, 2020 read with SEBI
Circular No. CFD/DIL3/CIR/2017/21 dated March 10, 2017 (jointly referred to as “SEBI
Circulars™), as amended for Schemes of Arrangement involving companies listed on
recognized stock exchanges in India.
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cenbio Fair B Stuire Exchange Ratie for Proposed Amalgamation of
R%mh; .I!.:bfmmrfh:" te Limibed and SheiJB Phorma Private Limited wich
Mangalam Drugs and Orgonics Limited

I'his Report is structured under the following broad heads:
+ Background

# Information sources

s Valuation Standards followed and Procedure adopted for Valuation
& Valuaton Methodology

e Share Issuance Ratio and Conelusion

¢ Scope Limitation

BACKGROUND
MANGALAM LABORATORIES PRIVATE LIMITED

= MLPL is a Private Limited Company having Corporate Identity Number
U99999MH1988PTC049485, Incorporated under the Companies Act, 1956 on dth
day of 03rd November, 1988 under the name and style of ‘Mangalam Laboratories
Private Limited’, and deemed to exist within the purview of the Companies Act,
2013, The Registered Office of the First Transferor Company is situated at 239, 3rd
Floor, Rupam Building. D Mello Road, Near GP.O., Mumbai - 400001,
Maharashtra, India.

*  The Company is engaged in the business of dealing in organic and inorganic
chemicals and heavy chemicals including but not limited to other pharmaceutical
products. The First Transferor Company is a Wholly Owned Subsidiary of the
Transferee Company,

SHRI JB PHARMA PRIVATE LIMITED

»  SIPPL was initially incorporated as Limited Liability Partnership under the Limited
Liability Partnership Act, 2008 However, on 09 May, it has been converted to a
Private Limited Company under the Companies Act, 2013 with Corporate
ldentification Nomber UZ1001MH2023PTC402579. The registered office of the Rupam
Building, 3rd Floor, 239, P D'Mello Road Mear GPO, Fort, Mumbai, Maharashtra.

*  The Company is engaged in the business of buying, retailing and whole-selling all
kinds of pharmaceuticals, pharmaceutical line chemicals, pharmaceutical products
and bulk drugs

= e Company s one of the Promoter of the Transteree Company and holds 26,350,000
Equity Shares of Ks 10/- each thereby aggregating to 16 74 % in Share Capital of the

Fransheree Company

MANGALAM DRUGS AND ORGANICS LIMITED

¢ MDOL having Corporate Identification Number 124230MH1972PLCTI613 15 o
public limited company incorporated on 186 April 1972 and having its rogistercd
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Heeammendation of Fuir Equity Share Exchange Ratio for Proposed Amalgamialion af
: Mangalam f.uh;':rrnrnrfen Private Limited and $hri JB Pharma Private Limited u‘.-Ith
Mangalam Drugs amd Organies Limited

office at Rupam Building, 3rd Floor. 239, P D'Mello Road Near GPO, Fort. Mumbai,
Maharashira.

e  MDOL is engaged in the manufacturing of Active Pharmaceutical Ingredients (APIs)
and Intermediates al VAP = Gujaral in 1977, It has a multi-product manulacturing
facility on two locations, and an in-house Research & Development laboratory
recognized by the Department of Scientific & Industrial Research, Delhi Government
of India (DSIR)

e  (wer the last three decades, MDOL has acquired worldwide reputation as a single
stop destination for frontline Anti-malaria. They also have a diversified product range
having synergies in operations and economies of scale. MDOL is amongst the top
companies in Asia in all the products it makes; and is also the largest manufacturer of
some of its products in the world

. |-1_||.;|_h' shares of MDOL are listed on the H-I.::nli'lnl}' Slock |:'.'\ifl'h“'|31‘ r”'ﬁi'-.]
- | hae _th..lruln.lln.lint', pattern of MDOL as of 148 March 2024 is as under

Particulars lotal number of % shareholding

shares hld

Promoter & Promoter Group 79,64, 046 S0 32%

Pulalis 78,64, 2002 : 45.6H%
' Total 1,58,28,248 100.00%
INFORMATION SOURCES

We have relied on the following sources of information and documents provided to us by
the Management:

o Audibed Binancial statements of MLPL for the p'L"I‘lﬂd ended 31 December 2027
o Audited financial statements of SIPPL for the period ended 31 December 2023

»  Management Certified financial statements with Limited Review Repori of MDOL
for the periad ended 31% Decomber 2023

+  Projected financials of MDOL for the period 01% January 2024 till 31% March 2028
o Projected financials of S[PPL for the period 01+ January 2024 tll 31+ March 2024
= Dhall Schweme of Aanalgamation

= Labest shareholding details of MPLEP, SIPTL and MEOL

s Our regular discussions with management representatives of the companies

We have also relied on published and secondary sources of data whether or nol made
available by the Companices.
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Recommendation of Fair Equity $hare Exchange Ratio for Propesed Amalgamation u{
Mangalam Laboratories Private Limited and Shri JB Phoarma Private Limited wit
afangalam Drugs and Ovganics Limited

VALUATION STANDARDS FOLLOWED AND PROCEDURES ADOPTED FOR
VALUATION

«  We have performed the valuation analysis, to the extent possible, in accordance with
ICAT Valuation Standards, 2018 issued by the Institute of Chartered Accountants of
India (TVS'). IVS 301 on Business Valuation deals with valuation of a business or
business ownership inlerest (ie,, it includes valuation of equity shares).

e In connection with this exercise, we have adopted the following provedures to carry
oul the valuation analysis:

Requested and received relevant data from the Management,

Discussions with the Management on understanding of the businesses vl the
Companies - business and fundamental factors that affect thelr carning
capacity including historical performance, future plans and prospects, vic.

- Obtained and analyzed data available in public domain, as considered relevant
by us

¢ Obtained and analyzed market prices and other data involving eyuity shares
of the Companies and of comparable companies.

Seloetion of valuation approach and veluation methodology/ (ies), in
accordance with 1VS, as considered appropriate and relevant by us.

Determination of values of the equity shares of the Com panies, as relevant
o Preparation and issuance of this valuation report

CERTIFIED TRUE COPY
Privileged & Confidentiol . o

For Mangalai

rganics Ltd.

Company Secretary



Recommendation af Fair Equity Share Exchange Ratio for Proposed Amalgamation af
Mangalam Laboratories Private Limited and Shel JB Pharma Private Limited with
Mangalam Drugs and Organtes Limited

VALUATION APPROACHES AND METHODOLOCIES

* As the MLPL is wholly-owned subsidiary of the MDOL., no consideration shall be

payable pursuant to the Merger by Absorption of MLPL with the Translerce
Company, and the equity shares held by the MDOL in MLPL shall stand cancelled
without any further act, application or deed.

As per the Scheme, the equity shareholders of SJPPL will be issued *Equity Shares’ of
MDOL as consideration for the proposed amalgamation. In accordance with IVS, to
arrive al the fair share exchange ratio, it is required to determine the fair value of
equity shares of SJPPL and fair value of equity shares of MDOL. These values are to
be determined on a per share basis and are to be determined independently without
considering the proposed transaction. The values are then 1o be assessed on a relative
basis to determine the share exchange ratio,

For the purpese of valuation, it is necessary to select an appropriate basis of valuation
amongst the various valuation techniques. It is universally recognized that valuation

is not an exact science and that estimating values necessarily involves selecting a
method or approach that is suitable for the purpose. The application of any particular
method of valuation depends upon various factors including the size of company.
nature of its business and purpose of valuation. Further, the concept of valuation is all
about the price at which a transaction takes place i ., the price at which seller is willing
to sell and buyer is willing to buy. Accordingly, a fair and reasonable approach for
valuing the shares of the company is to use a combination of these methods.

IVS 301 read with 1V5 103 specifies that generally the following three approaches for
valiuabion of business / business ownership interest ane used.:

Cost Approach

Market Approach

Income Approach
A h-N et Valu ctho

Ihe value under cost approach is determined based on the underlying value of the
assets which could be on book value basis, replacement cost basis or on the basis of
realizable value. Under NAV method, total value of the business is based cither on not
asset value or realizable value or replacement cost basis. The Adjusted NAV method
determines the value of the business by replacing the book value of the assets with
their fair values, to the extent applicable. NAV methodology is most applicable for the

business where the value lies in the underlying assets and not the ongoing operations
of the business

We have applied the NAV method to determine the value of shares of MDOL
However, we have not assigned any weight to it as the Company is a going concem
and this method does not capture the future earning capacity of MDOL

W lvave not considered the NAY method to determine the value of shares of ={i*]
as this method does not capture the future eaming capacity of the business /

For Mangalam O,

2 Company Secretary
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Recommendution of Fair Equity Share Exchange Rario Sor Proposed Amalgamation of
Mamngalam l'mh%rrnmrfﬂ Private Limited and Shri JB Pharma Private Limited with
Mangalam Drugs and Organics Limited

Income A ach = D thod

«  Under the Income Approach, business is valued by converting maintainable or future
amount of cash flows Lo a single current amount elther through discounting vr
capitalization. DCF Method seeks to arrive at the value of the business based on Its
future cash flows generating capability and the risks associated with the said cash
flows. FCFF or free cash flows to the firm ("FCFF") represents the cash available for
distribution to both the owners and the creditors of the business Risk-adjusted
discount rate or Weighted Average Cost of Capital ("WACCT) is applied w free cash
flows in the explicit period and that in perpetuity. Adjustments pertaining to debt,
surplus/non-operating assets including investments, cash & bank balance and
contingent assets/ liabilities and other liabilities, as relevant, are required to be made
in order to arrive at the value for equity shareholders. The total value for the equity
shareholders so arrived is then to be divided by the number of equity shares to arrive
at the value per equity share of the company,

e We have considered the DCF method to determine the value of shares of M. and
SIPPL as the going concern assumption is valid, cash flows are estimable fur fulure
period and relevant projections, inpuls and assumptions are available for valuation
Moreover, DCE method is more scientific in nature and hence has been considered for
valuation.

Market = arab r

o Under CCM Method, the value of shares of the subject company is determined on the
basis of multiples derived from valuations of comparable companies Relevant
multiples need to be chosen carefully and adjusted for differences between the
circumstances, The Comparable Companies’ Multiple Method arrives at the value ol
the company by using multiples derived from valuations of comparable companies,
as manifest through stock market valuations of listed companies. This valuation is
based on the principle that market valuations, taking place belween informed buyers
and informed sellers, incorporate all factors relevant to valuation. Relevant multiples
need to be chosen carefully and adjusted for differences, such as growth potential, past
track record, sise, company dyvnamics, vte

e We understand from the Management that there are no companies listed on stock
exchanges operating in similar business line as S[PPL thus making the method
ineffective for use for the said valuation purpose. Considering this, we have not
considered the CCM method of valuation to determine the value of shares of S]PPL.

e However, based on the discussion with Management we understand that there are

comparable listed companies operating in the similar business ling as M. and
hence we have considersd CCM method of valuation to determine the value ol ehares
of MDOL.

Market Approach - Market Price method

«  Under the Market Price method, the market price of an equity share as quoted on a
recognized Stock Exchange is normally considered as the value of the equity shares of
that company, where such quotations are arising from the shares being regularly and
frequently traded, Generally, market value is reflective of the investors’ perception

about the actual worth of the company. However, in certain situations, the value of
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Recommendartion of Fair Equity Share Exchange Ratio for Proposed Amulgamation af
H-u:nui'um hhfmlmin Private Limited and Shei JB Pharmn Private Limited with
Mangalam Drugs and Organies Limited

the sliare as quoted on the stock market would not be regarded as a proper index of
the fair value of the share especially where the market values are fluctuating in a
volatile capital market. Further in case of amalgamation, where the value of charos of
one company is required to be evaluated against the value of shares of another
company. the volume of shares traded and available for trading on the shock exchange
over a rensonable period would have to be of a comparable standard.

Kegulation 164(5) of Chapter IV of SEBI ICDR Regulations reads as under-

For the purpose of this Chapter, "Frequently traded shares” means shares ol the
issuer. in which the traded turnover on any recognised stock exchange during the 240
tracling days preceding the relevant date, is at least ten per cent of the total number of
shares of such class of the shares of the issuer.

Explanation: For the purpose of this regulation, ‘stock exchange’ means any of the
recognized stock exchange(s) in which the equity shares of the issuer are listed and in
which the highest trading volume in respect of the equity shares of the issuer has been
recorded during the preceding 90 trading days prior to the relevant date”

The equity shares of the Company are traded on the BSE. However, as per Explanation
to regulation 164(5) of the SEBI ICDR Regulations, the exchange on which higher
trading volume of equity shares during the preceding 90 trading days prior to the
relevant date, is recorded, is to be considered for the pricing compulation.

Since, MDOL s a listed company and equity shares of MDOL are traded on BSE over
a reasonable period, we have considered Market Price method to determine the value
of equity shares of MDOL. We understand that the shares are frequently traded as per
SEBI ICTIR Regulations

We have been informed by the management of MDOL that the date of the board
meeting is 15" March 2024 We have therefore considered the relevant date as 14%
March 2024for the said purpose. We have considered equity share prices upto i,
trading day preceding to the relevant date for undertaking the valuation analysis.

We understand that the shares of MDOL are traded on BSE and NSE both and we
have therefore considered the trading volume and share prices as per NSE lo compule
the Applicable Minimum Price based on the regulations 164(1) of the SEBI ICDR
regulations. We have determined the applicable minimum price under ICDR
Guidelines as below Annexure

SCOPE LIMITATIONS AND DISCLAIMERS

Valuation analysis and results are specific to the purpose of valuation mentioned in
this report as per agreed terms of our engagement 1L may not be valid for any other
purpose or as at any other date.

We owe responsibility to only the Management of the Compary that has retained us
and nobody else. We do not accept any liability to any third party in relation to the
issue of this valuation report. Qur valuation report cannot be used for any other
purpose. This report has been prepared for the Management of CIL solely for the
purpuse of the proposed amalgamation envisaged in the Scheme. This report should
not be used for any other purpose.
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Recommendation of Fafr Equity Share Exchange Rutio_fur Froposed Amelgamation :i.lr
Muangalam Laboratories Private Limited and ShriJB Pharma Private Limdted wit
Mangalom Drugs and Organtes Limited

*  Our analysis is based on the market conditions and the regulatory environment that
currently exists. However, changes to the same in the future could impact the
company and the Industry it operates in, which may impact our valuation analysis

*  Neither we nor any of our affiliates are responsible for updating this report because
of events or transactions occurring subsequent to the date of this report.

»  Wehave considered and relied on the information provided to us by the Management
including financial information, significant transactions and events occurring
subsexquent to the balance sheet date. We understand that the information provided
to us and the representations made o us (whether verbal or written) are reliable and
adequate. We have derived our conclusions and recommendation from the
information so provided and we are thus reliant on the given information to be
complete and accurate in every significant aspect. We are made to believe that the
Management of the Companies have informed us about all material transactions.
events o any other relevant factors which are likely to have an impact on our

valuatiom recommondation

* In the ultimate analysis, valuation will have to capture the exercise of judicious
discretion by the Valuer and judgment taking into account all the relevant factors.
There will always be several factors which are not evident from the face of the financial
statements, but which will strongly influence the worth of a share. Exam ples of such
tactors include quality and integrity of the management, capital adequacy, asset
quality, earnings, liquidity, size, present and prospective competition, yield on
comparable securities and market sentiment, ete. This concept 1 also recognized in
Iudicial decisions.

* This Report does not look into the business / commercial reasons behind the
transaction. We have no present or planned future interest in cither of the companies
and the fee for this certificate is nol contingent upon the values reported therein. Our
valuation analysis should not be construed as an investment advice. We do not

FXPress any opinian on the suitability or otherwise of entering into any ransaction
with the companies
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Recommendation of Fair Equity Share Exchange Ratio for Proposed Amalgamation of
Mangalam Laboratories Private Limited and Shei JB Pharmao Private Limited ioith
Mungalam Prugs and Organles Limited

SHARE ISSUANCE RATIO AND CONCLUSION

»  The basis ot the amalgamation of SJPPL into MDOL would have to be determined
alwer taking inte consideration all the factors and methods mentioned in this Heport
Though different values have been arrived at under each of the above methods, for
the purposes of recommending the fair exchange ratio of equity shares it is necessary
to arrivie at a final value for each of the Companies’ shares. Il is howover important to
note that in doing so, we are not attempting to arrive at the absolute equity values of
the Companies, but at their relative values to facilitate the determination of the Fair
Equity Share Exchange Ratio. For this purpose, it is necessary to give appropriate
weights to the values arrived at under each approaches / methods.

# The Fair Equily Share Exchange Ratio has been arrived at on the basis of a relative
equity valuation of the Companies based on the various approaches / methods
explained herein carlier and various qualitative factors relevant to each company and
the business dynamies and growth polential of the businesses of the Companies,
having regard to information base, key underlying assumptions and limitations We
have independently applicd methods discussed above, as considered appropriate, i,
NAV Method and Discounted Cash Flow Method for SJPPL and NAYV Method, DCF
moethod, CCM Method and Market Price Methed for MDOL, and arrived at the

assessment of the value per equity share of SJPPL and MDOL

* In determining the fair value per share of MDOL we have used NAV Method, DCF
Method, CCM Method and Market Price Method and have assigned Nil, 25%. 25%
and 30% weights to each method respectively

*  Asper the Discounted Cash Flow Methad, the fair value of e company is determined
based on its future ability to generate (uture cash flows. The company has been
constantly growing in terms of revenue and expects the same growth in future at a

steady rate. Hence, we have assigned 25% weight (o it in determining the fair value
per share of MDOL.

¢ In the comparable companies method, the value of the company is determined by
comparing the company’s relative valuation with that of other companies of the same
industry, size and risk. The competitors identified are of different size and risk. Hence,
we have assigned 23% weight to Comparable Companies Method

= In Case of frequently traded shares of a company the value of the shares is also
determined as per regulation 164A of Securities and Exchange Board of India (Issue
af Capital and Disclosure Requirements) Regulations 2018 (1ICOR Regulations), Since
Mangalam Drugs is a frequently traded company we have used Market price method.
We have assigned 50% weight to the Market price method as this reflects the market
sentiments in a better way,

= Indetermining the fair value per share of 5JPPL we have used NAV Method and DCF
Method and have assigned 100% weights to DCF Method

*  As per the Net Asset Value Method, the fair value of the company is determined by
subtracting the total fair value of liabilities from the total fair value of assels. In case

of SJPPL, the assets majorly include the investments made in various entities. Since
we have considered the lair value of investments in dotermining the value as per DCF
Method, we have assigned Nil weight to NAYV Method.
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Reeommmendufion of Fair Equily Share Evelange Ratio for Propoesed Amalgameaiion
Mangalam Laboratories Private Limited and Shei JB Pharmo Private Limited oir
Manga b Deswgs and Organies Limited

»  As per the Discounted Cash Flow Method, the fair value of the company is determined
based on its future ability to generate future cash flows. The company is expecting to
grow in terms of revenue and margins in future. Hence, we have assigned 100%
wedght to it in determining the fair value per share of SJPPL.

o the Comparable Companies’ method, the value of the company is determined by
comparing the company’s relative valuation with that of other companies of the same
indusiry, size anid risk. S]PPL does not have any revenue in FY 2022-23 and till the
valuation date. Hence, we have not considered the CCM Method w determine the Gair
value per share of 5]PPL.

* Inlight of the above and on consideration of all the relevant factors and circumstances
as discussed and outlined hereinabove referred to earlier in this Report for the
proposed amalgamation and upon the proposed Scheme becoming effective, in our
apinion, we recommend Fair Equity Share Exchange Ratio for the amalgamation of
S]PPLL with MDOL as below:

MDOL shall without any further act or deed, issue and allot 265 Equity Shares of Rs. 10/-
each to the Eligible Members of SIPPL for every 1 (One) Equity Share of Face Value of Rs.
1= each held by Eligilile Members of 5]FFL.

_‘——..___‘H
ZaCHAT
Yours faithfully, _,“?/’«# il 2
I i? Z c:fn.::,t %
Az u o
-.ﬁ:f.pm_ A 2H g
TE itish Chaturvedi

o N
“*& Registered Valuer (SFA)
IBBI Reg. No: IBBLYR V32020712916
Place: Mumbai
Date; 15.03.2024

S —

.Pr".fui'h;pe;i'& ﬁnﬁﬁﬁﬁ:ﬁ_ S 7]



