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Sub: Recommendation of the Fair Equity Share Exchange Ratio for the purpose
of the Proposed Merger of Texmaco Hi-tech Private Limited and Bright

Power Projects (India) Private Limited into Texmaco Rail & Engineering

Limited (“Proposed Merger”).

We refer to the engagement letter with Deloitte Haskins & Sells (hereinafter referred to as
"DHS” or the “Valuer” or “us”), wherein Texmaco Rail & Engineering Limited (“TREL"),
Texmaco Hi-tech Private Limited (“THPL”) and Bright Power Projects (India) Private
Limited ("BPPL") (hereinafter collectively referred to as the “Companies”) have requested
us to recommend the fair equity share exchange ratio in the event of the Proposed
Merger, i.e., the number of equity shares of Texmaco Rail & Engineering Limited (*"TREL")
to be issued for the equity shares of Bright Power Projects (India) Private Limited (*BPPL")
(the “Fair Equity Share Exchange Ratio”).

It is in this connection, please find enclosed the following deliverables:

1. Valuation report dated 18 September 2017

2. Relevant computations dated 18 September 2017, which, inter alia, have formed
the basis for our arriving at recommendation of the Fair Equity Share Exchange
Ratio for the Proposed Merger.

As per the relevant provisions of the SEBI (Issue of Capital and Disclosure Requirements)
Regulations, 2009 relating to Preferential Issue and the SEBI circulars, the relevant date
for the purpose of valuation analysis and computing the pricing shall be the date of the
Board meeting in which the Proposed Merger is approved. Texmaco informed that its
Board meeting would be held on 18 September 2017. Accordingly, the relevant date
considered for the above mentioned deliverables is 18 September 2017.

We trust the above meets your requirements.

Yours faithfully,

For Deloitte Haskins & Sells

Chartered Accountants
[Registration No. 117365W]

Rukshad N. Daruvala
Partner [Membership No. 111188]
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We express no opinion on the achievability of the forecasts, if any, relating to the
Companies given to us. The future projections are the responsibility of the respective
management of the Companies. The assumptions used in their preparation, as we have
been explained, are based on the management’s present expectation of both - the most
likely set of future business events and circumstances and the respective management'’s
course of action related to them. It is usually the case that some events and circumstances
do not occur as expected or are not anticipated. Therefore, actual results during the

forecast period may differ from the forecast and such differences may be material.

Neither the valuation report nor its contents may be referred to or quoted in any
registration statement, prospectus, offering memorandum, annual report, loan agreement

or other agreement or document given to third parties, without our prior written consent.

We have not conducted or provided an analysis or prepared a model for any fixed assets

valuation and have wholly relied on information provided by the Companies in that regard.

The fees for the engagement is not contingent upon the results reported.

This valuation report is subject to the laws of India.

SHARE CAPITAL DETAILS OF THE COMPANIES

TREL

As at 30 June 2017, the issued equity share capital of TREL was c. INR 219.58 million
consisting of 219,576,593 equity shares of INR 1/- each fully paid up. Further, in July
2017, TREL has allotted 26,250 fully paid up equity shares pursuant to exercise of stock
options granted under Employee Stock Option Scheme, 2008. Accordingly, the paid up
and outstanding number of equity shares of TREL are 219,602,843 of INR 1/- each fully
paid up which amount to c. INR 219.60 million, which we have considered for the purpose
of the valuation analysis. The promoter and promoter group hold c. 52.43% of the paid

up outstanding equity shares and balance is held by public shareholders.

BPPL
The issued, subscribed and paid up equity share capital of BPPL as at 30 June 2017 was

aid up, which we have considered for the purpose of the valuation analysis. TREL
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holds ¢. 55% of the aforesaid equity share capital and c. 45% of the same is held by Mr.
U V Kamath.

THPL

The issued, subscribed and paid up equity share capital of THPL as at 30 June 2017 was
c. INR 234.50 million comprising of 23,450,000 equity shares of face value of INR 10/-
each fully paid up and c. INR 600 million 5.32% cumulative redeemable preference shares
("CRPS") capital consisting of 6,000,000 CRPS of face value of INR 100/- each fully paid
up. TREL holds 100% of the aforesaid equity and CRPS of THPL.

APPROACH - BASIS OF AMALGAMATION
The Scheme contemplates the Proposed Merger under Sections 230 to 232 of the
Companies Act, 2013 and other relevant provisions of the Companies Act, 2013 and rules

issued thereunder to the extent applicable.

Arriving at the Fair Equity Share Exchange Ratio for the purposes of a merger such as the
Proposed Merger would require determining the relative values of each company involved
and of their shares. These values are to be determined independently but on a relative

basis, and without considering the effect of the merger.

There are several commonly used and accepted methods for determining the value of
shares, under the asset, market and income approaches, which can be considered in the
present case, to the extent relevant and applicable, to arrive at the Fair Equity Share

Exchange Ratio for the purpose of the Proposed Merger, including:

1. Asset Approach - Net Asset Value method

2. Market Approach
a) Value based on market quotes as available from recognized stock exchanges
b) Comparable Companies’ Multiples method

3. Income Approach
a) Discounted Cash Flows (DCF) method

b) Earnings Capitalization Value method

In the present case, the Companies have not provided us with detailed projections for a

onably sufficient period of time and hence we have not applied the DCF method.
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It should be understood that the valuation of any company or its assets is inherently
subjective and is subject to uncertainties and contingencies, all of which are difficult to
predict and are beyond our control. In performing our analysis, we made assumptions with
respect to industry performance and general business and economic conditions, many of
which are beyond the control of the companies. In addition, this valuation will fluctuate
with changes in prevailing market conditions, the conditions and prospects, financial and
otherwise, of the companies / businesses, and other factors which generally influence the

valuation of companies and their assets.

The application of any particular method of valuation depends on the purpose for which
the valuation is done. Although different values may exist for different purposes, it cannot
be too strongly emphasized that a valuer can only arrive at one value for one purpose.
Our choice of method of valuation has been arrived at using usual and conventional
methods adopted for transactions of a similar nature and our reasonable judgment, in an
independent and bona fide manner based on our previous experience of assignments of a

similar nature.

Net Asset Value (NAV) Method

The asset based valuation technique is based on the value of the underlying net assets of
the business, either on a book value basis or realizable value basis or replacement cost
basis. The Net Asset Value ignores the future return the assets can produce and is
calculated using historical accounting data that does not reflect how much the business is
worth to someone who may buy or invest in the business as a going concern. This valuation
approach is mainly used in case where the firm is to be liquidated i.e. it does not meet the
“going concern” criteria or in case where the assets base dominate earnings capability. A
Scheme of Amalgamation would normally be proceeded with, on the assumption that the
companies amalgamate as going concerns and an actual realization of the operating assets
is not contemplated. The operating assets have therefore been considered at their book
value. In such a going concern scenario, the relative earning power is of importance to the
basis of amalgamation, with the values arrived at on the net asset basis being of limited

relevance.

Under the Asset Approach, we have computed the Net Asset Value of equity shares of
TREL and BPPL. We have considered the balance sheets as at the Valuation Date and made
suitable adjustments for, inter-alia, investments, surplus assets as deemed appropriate

the purpose of our valuation analysis. In the present case, keeping in mind that our

ation is on a going concern basis, we have not considered it appropriate to use the
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value arrived at under this method in the present case for arriving at the relative value of
the equity shares of TREL and BPPL.

Value based on market quotes as available from recognized stock exchanges:

The market price of an equity share as quoted on a 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 freely traded in, subject to the element of speculative
support that may be inbuilt in the value of the shares. But there could be situations where
the value of the share 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 the case of a merger, where there is a question of
evaluating the shares of one company against those of another, the volume of transactions
and the number of shares available for trading on the stock exchange over a reasonable

period would have to be of a comparable standard.

While the equity shares of BPPL are not listed on stock exchanges, the equity shares of
TREL are listed and adequately traded on the stock exchanges. Accordingly, under the
Market Approach, we have computed the market price of the equity shares of TREL over
an appropriate period. For this purpose, we have taken into consideration the relevant
provisions of the Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009 relating to Preferential Issue and the SEBI circulars
CFD/DIL3/CIR/2017/21 dated 10 March 2017 and CFD/DIL3/CIR/2017/26 dated 23 March
2017 in this regard, which inter-alia lay down the minimum price at which the equity

shares of TREL are to be issued pursuant to the Proposed Merger.

Comparable Companies’ Multiples method

Under this method, value of the equity shares of a company is arrived at by using multiples
derived from valuations of comparable companies, as manifest through stock market
valuations of listed companies. These valuations are based on the principle that such
market valuations, taking place 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 circumstances.

We have performed a search for suitable comparable companies for valuing the shares of

TREL and BPPL under this method. Our research did not indicate listed companies in India
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could be considered comparable to them. Hence, we have not considered it appropriate to

apply this method in the present case for arriving at the value of TREL and BPPL.

Earnings Capitalization Value Method

Earnings Capitalization Value Method involves determination of the maintainable earnings
level of the company from its operations, based on past and / or projected working results.
These earnings are then capitalized at a rate, which in the opinion of the valuer’'s combines
an adequate expectation of reward from the enterprise risk, to arrive at the value of the

company.

Under the Income Approach, applying the Earnings Capitalization Value Method, we have
capitalized the maintainable earnings of TREL and BPPL and suitably adjusted the resultant
enterprise value, inter alia, for debt, cash and cash equivalents, value of investments and
value of surplus assets, if any, as deemed appropriate, for the purpose of arriving at the
equity value. The total value for equity shareholders has then being divided by the total
number of equity shares of the respective companies in order to work out the relative

value per equity share of TREL and BPPL.

BASIS OF FAIR EQUITY SHARE EXCHANGE RATIO

The fair basis of the Proposed Merger would have to be determined after taking into
consideration all the factors, approaches and methods mentioned hereinabove. Though
different values can be arrived at under each of the above approaches / methods, for the
purposes of recommending a Fair Equity Share Exchange Ratio it is necessary to arrive at
a single value for the shares of the companies involved in a merger such as the Proposed
Merger. It is however important to note that in doing so, we are not attempting to arrive
at the absolute values of the shares of the companies but at their relative values to
facilitate the determination of a Fair Equity Share Exchange Ratio. For this purpose, it is
necessary to give appropriate weights to the values arrived at under each approach /
method. For arriving at the value of the equity shares of TREL and BPPL, for the purpose
of arriving at the Fair Equity Share Exchange Ratio for the Proposed Merger, we have given
weights to the values arrived at under different approaches / methods, based on our
evaluation and judgement of the businesses of the companies, in order to arrive at the

relative values of the equity shares of TREL and BPPL.

In the ultimate analysis, valuation will have to be arrived at by the exercise of judicious

iscretion by the valuer and judgments taking into account all the relevant factors. There

H'(]j lways be several factors, e.g. quality of the management, present and prospective
| Jeoee
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competition, yield on comparable securities and market sentiment, etc. which are not

evident from the face of the balance sheets but which will strongly influence the worth of

a share. This concept is also recognized in judicial decisions.

The Fair Equity Share Exchange Ratio has been arrived at on the basis of a relative

valuation of the equity shares of TREL and BPPL based on the various approaches /

methods explained herein earlier and various qualitative factors relevant to each company

and the business dynamics and growth potentials of the businesses of these companies,

having regard to information base, key underlying assumptions and limitations.

In light of the above, and on a consideration of all the relevant factors and circumstances

as discussed and outlined herein above, we recommend the following Fair Equity Share

Exchange Ratio for the Proposed Merger whose computation is as under:

Computation of Fair Equity Share Exchange Ratio:

Texmaco

Rail &

Engineering Limited

Bright Power Projects
(India) Private Limited

ratio (rounded off)

Valuation Approach Value per | Weight | Value per | Weight
share (INR) share (INR)

Asset Approach 52.53 0% 376.73 0%

Income Approach 111.05 100% 908.41 100%

Market Approach 93.90 0% N/A* 0%

Relative Value per share 111.05 908.41

Fair Equity Share Exchange 8.18
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Ratio:

In light of the above, and on a consideration of all the relevant factors and circumstances
as discussed and outlined herein above, we recommend the following Fair Equity Share

Exchange Ratio for the Proposed Merger:

818 (Eight Hundred and Eighteen Only) equity shares of Texmaco Rail &
Engineering Limited of INR 1/- each fully paid up for every 100 (One Hundred
Only) equity shares of Bright Power Projects (India) Private Limited of INR 10/-
each fully paid up.

Yours faithfully,

For Deloitte Haskins & Sells,
Chartered Accountants

Firm Registration No. 117365W

Rukshad N. Daruvala
Partner
[Membership No.: 111188]
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