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Andheri fiwest), Elohinstone Read,
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STRICTLY PRIVATE & CONFIDENTIAL

March 29 2016

Ta,

The Baard of Directars The Board of Directprs

Dynacons Technologies timited Ducon Technalogies {I) Private timited
78, Ratrajyot Industrial Estate, Plat No. A4, Road No. 1,

Irla Lane, Vile Parlu [w}, MIGE, Wagle ingustrial Esiate,
AMumbai— 400 055, Thare - 400 604,

Re. Recommendation of fair equity sharz entitlement ratio for the purpase of propased
demerger of ‘Demerged Undertaking’ of Sucon Technedogies {I) Private Limited into Dynacaris
Technologies Eimited.

Dear Sirl:;i. _

As refjuested by the management of Dynzcans Techneolgies Limited {hereinaftar referred 4o a3 the
"DTL"} and Ducon Technelagies {1} Private limited thereinafter referred to s the "DTPL)
{herginafter coliectively referrad to as ‘Companics™l, we have undertaken the viluatinn of the
business undertaking of DTEL praposed 1o be demerged into OTL {herematter referred to as the
";{)émerged Undertaking”} and the eguny shares of I far recormmending fair equrty sharg

entitiement ratio for the purpuase of the said demerger

1 PURPOSE {JF VALUATION

11 We have been informed that the Board of Bhrectors of Campanies are considering a
proposat for demerger of Demerged Undertaking of DIPL into RTL in accordance with
section 2W19AA) of the Income Tax Art, 1951 and pursuant to provisions of Seetian 391 10
354 of the Companies Act, 1956 #nd other retevant provisians of the Companies Act, 1956
gnd Lompanies Act, 2013. Subject ta AECRSIary approvals, Nemerged Undertaking of NTHY

would be demerged into DTL with efect from the appointed Date of Al 1. 2015, in




S5PA R Do, Ediinji Burveji & Uo,
Charrered Accountants Chartvered Acrounlants

12

2.3

consideration of demerger of Demierged Undertzking into DTL, equity shaves ul OTL would
be issued to the equity skareholders of DTPL.

For this purpose, 55PA & U, Chartered Accountanits [(55PA) and Khimj Kirwert & Co.,
Chartered Accountants {KKC) have been appointed to carry ot the valuation of Demerged
uUndertaking and equlty shares of DTL and to recommend fair equity share entitisment ratio
of equity shares of DTL i be issued 16 the equity sharehoiders of OTPL for the

consideration of the Board of Uirectors of ihe Companies.

“BRIEF BACKGROUND OF DTL

DL, incorporated in April 200%, is a distribution, marksting and logistics Company for the
IT industry. it aiso heips the vendors worldwide 1o identify petential rmarkets in ledia and
telp them miarket their praducts in India.

The Company bas recently obtained shareholder's approval fov change of name to Ducon
infratechnalagies Limited and for change of its object cfause to include activities pertaining.
te infrastructure industry, power and power transmisson industry and renewable anergy
idusiry.

The thares of BTL are listed on The Kational Stock Exchenpe of india Limited and BSE

Limited.

BRIEF BACKGROUND OF DTPL

CTPL, incarporated in March 2005, is primarity crngaged in Lhe bus-ness of dosgn, supply
and erectlon of &ir paliution controf Systems, commissioning and operating various
industrial projects for pollution control systems and implementation of rew technologies
bor modernization of plants.. We have been informed by the Management that the
Company Has alsic commenced business of providing consoltation seryices, crectian,
commissianing and operating electriication projects, whersin it has entored Inta a Contract
for supply and erection for Rural Clectrificalion work under Rajiv Gandhi Grameen
Vidyutikaran Yojana {RGGVY) scheme. This husiness of DTPL 15 referred to st the

“Demerged Undertaking” in the TeELort.

b
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i EXCLUSIONS AND LIMITATIONS

4.1 Durreportis subject tu the scope timizations detailed hereinafter. As such the FEPDIT i5 to
be read in totality, and not in parts, in coanjunction with the relevant docuramts referred
ta herain,

4.7 Valuation iz not a precise sciente and the ronclusions arrived ai in marny cases wiill, af
necessity, be sublectlve and depandent on the cxercise of individaa wdzment. There is,
therefcre, na indisputable single valse. While SSP4 and KKC have provided an accassment
of the value based on the infarmation avaiabie, aﬁpiicatinn ot certain farmulae and within

“the scope and constraints of aur enmarerment, others may place 3 different value to the
Aathie,

4.3 Mo investigation of the Companles” claim to title of assets has besn made for the purpose
of this valuation and their claim 1o such rights has hean assumed ta be valid Mo
tonsideration has been given Lo fiens or cncumirances against the assets, beyond the loans
disckased in the arcounts Therefore, no respansiblilty is assurned for matters of a tegal
nature.

44 Durwork does net constitute an audit or certification of the histarical {inancisl statements
{/ prospective resubts including the working results of the Comperies / Demerged
Undertaking referred to-in this repart. Accordingly, we are unahle o and do not BH{ELE 3t

- opinien an the Fairness or accurary of any financiaf information referred to n this regort.
Valuation analysis and resulis are specific to the purpose of valuztion srd the valuation
date mentioned in the repar is as per agieed tarms of aur engagement. & may not bavalid
or used for any other purpose or as at any other date, Alsa, it may not be valid if done an
behaif of any other eotity,

45 A waluation of this nature involves consideration of varinis factars treluding those
impacted by prevaikng market trends in general and industry trends in particutar. This
repert is issued on the understanding that the managertent of the Cempanies have drawn
cur attention to all maleriat informatien, which they are aware of conceming the financhal
position of the Companies / Demerged Undertsking and any ather matter, which may have
an impact on cur opinion, on the value af tha Demerged Undertaking / shares of the
Companices for the purpose af the proposed demearger, Including any significant changes

that have taken place or are likely (o take place in the financial position of the Companics
g

(P e ey
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3.0

4.7

1.8

4.5

4.10

4.11

{ Cemerged Undertaking, subsanuent lo the Apgomnted Date forthe propossd demerger.
Vve have no responsibility to update this repart for peents and circumsTancos DLLLTINg
after the date of this reporl.
inthe course of the vaiuvation, we were provided with 20t written znd ves bal méfgrmaticn.
We have however, evaluated the infermation provided to us by the Companies thiuuph
broad inquiry, aralysis and roview but have rot carricd out 2 due ditigence or audt of the
informatien provided Fyr the purpose of this engagement. Pukblic informatiaon, estimates,
industry and statistical information relied in this report kave been ohtained from the
“sources considered to be reliabie. However, we have anl irdependently verificd such
information and make ao representation as ta the seLuraty of compielchess of sich
information frem or orovided oy suth sources Cur conclusions are lrasned on the
assumptions, forecasts and gther infenmation given by/on hehalf af the Companles. We
assume no responsibility for amy errors in e above irfarmation furnished bty the
Companies and conseguential impact on the PFEEENT EXErcize,
Qur report is nof, nor shouwid It Be construed as gur opining or certilying the compliance aof
the proposed demerger with thie provisions of any !éw including companies, taxation and
capital market related iaws or ax regards any egal mplicatiors or issues arsing from stich

proposed demerger.

- This repont is prepared only in cunnection with the proposed demerger exclusively for the

use of the Companies and for subimission to any regutatory/statuiory avtharity as m;ﬁ; be
reqidred undeor ary law. I
The information tonlained hereln and uur report is confidentisl Any person/party
intending ta provide finance/invest in the shares/businesses of any of the Companies, chall
der s0, after seeking ther awn professional adwice an;i after carrying out their own due
diligence procedures to ensure that they are making an informed decisian.

it is to be noted that any reproducticn, copving o otherwise nuoting of this report or any
Fart thereod, cther than i connection with the proposed demereer as aforesaid, can be
dorte anly with our prior permissian in writing..

ESPA and KKC, ror its paitners, managers, employess or agents of any of them, makes any

representation or warranty. express or ivnbed, 35 to the accuracy, reasonabieness or
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Farties expressly disclsitn any and ali liaaiiity for, ar based or ar relatinz to any such

‘nformation contained i the valuation.

5. SOURCES OF INFORMATION

For the purpose of valuation axetcise, we have raoljed upen tive faliowing scurces of

miformation provided by the Management of Cempanies.

(o) Audited financial stalement: of OTL and DTRL fer the tinanciat year ended March 31,
2015,

b} Draft Scheme of Arrangemant u/s 391 to 394 of the Companies Act, 195¢ and ather
retevant provisions of the Carnpanies Act, 19%/ Com pan-es Act, 13

i} Management certified position of assets and liabilities of Demerged Undartaking, as
at March 31, 2015 (in accordance wilh Section 2(19AA) of the Income tax Act, 1961

(d)  Estimated profit & foss statement of Demerger Undertaking and DTL for Fy 7701516,

{e}  Other relevant detas regarding the Companies suth as their history, nast and
Fresent adtivities, exsting shzreholding pattern ang ather relavart information and
data, including infarmation availabie in the public domain.

7 Discussions with the Managzment on variaus issues relevant for valuation inciuding
the prospects and vuilogk fom the ndustry, expected growth rate and vther relevant
information relating to future txpecled profitability of the business, ste.

(e} Such other information and 2xplanations as we have requirerd and which have been

pravided by the Maragement,

6. VYALUATION ARPRDACH
For the purpose of valyation for demerger, generally the following 2pproaches gre
adgpied:
{2} the "Underlying Azset” appraaéh;
(b the “Income® approach; and
{c]  the "Market Price” approach:
6.1 DTL and Demergad Undertaking of DTPL are operating in service industry, where asset base

haslesser relevance and is driven &y human resaource. Accardingly, we haye thaught fit not

to use "underlying assat” approach for the present valuation excreize.

Y
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5.2

Az stated earlier, DTL < a distribution, Marketing and logistics Company for the (T Iedustry.
Crus ta pricing pressurs and slow down of Invesineents by governmenl and torparatas, the
future outlook for this sector rerains sluzaish. Further, the Compary is exploring the
pessikility of diversifying inta areas pertaining 1o Infrastruceure, Power and Fenewalde
Energy industry,

Considering the above. the ruresat prefiabiity of the Company cocs not Tepresent is
future potential. Therzfore, we have thought fit ot tc use “Ircome” approach for arrivirg

at the valuation of shaves of BTL,

5.3 "DTPLis not listed on =ry stock oxchanges, Therefore, the “Market” Approgch has not beern
considerad for arriving at the value of Demergad Dndertaking of DTOL

64 Considering the ahove, we have used “income” Approact: fgr valuation of Cemerged
Undertaking of DTPL and “Market” Approach for valuation of equity shares of D11,

1. INCOME APPRCACH

41 Under the "Income” approach, Uemerged Undertaking of OTPL has besen valuad using
Comparable Carnpantes Mutiiple [CEAY Method,

7.1.1 iinder £CM Method, value of the shares of the tompany/idemerged wndertaking is
determined by using multiples derived from vaitations of comparable companies. This

aluation is based on the principle that market valuatians, taking place between informed
buyers and informed seilers, intorparate all factors refevant to valuation. Relevant
multiples need to be chosen carciully ang adjusted fer differcnees between the
tircumstances. The Enterprise Value (EY) tg Earnimgs hefore imterest Tax Depraciation and
Amortization (EBITDA} multiples of camparanie fisled companies are used.

L4 Under this methad, EBITDA is capitalized using the EV/EBIDTA multiple al comparable
iistett companies. To the value s0_arived, adjustments have hesn made for contingant
liabilities adjusted. for- probahility of devolvement, outstanding foans, share application
maney received post March 31, 2015, value of ivestments, intercorporate depasit and
cash and cash equivalents, atter considering the tax tmpact wherever applicable.

7.3 The equity vatise as arrived above i divided by the diluted number of equity shares
[considering shares silatted against the share application maney! to arrve at the valus per

__ share
@ L
: A
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a. MARKEY APFROACH

g1 The market price of an equity sha-e 45 Jucted an 2 steck exchange is normadly considered
as the fair value of the equity shares of that company whers such uotalicrs are arising
from the stares being segularty and frecly traded in

B2 The weighted avcrage markst prize of LTI 2 quouted an Meck Lxchanges for past six

manths has been conaigered,

a. RECOMMENDATION OF FAIR EQUITY SHARE ENTITLEMENT RATIO

9.1 "The fair basls of demerper of Uemerged Undertaking of DTPL into DTL would have to be
determined after taking mto cons:deration ali the factors and methovologier mentinned
hereinabave.

2.2 Asmentioned sbove, we have considersd the “Income” Approach for arriving at the value
per share ot Damerges Undertaking of OTPL and “Market” Approach for arriving at the
value per share of DTL.

2.3 The fair equity share entitlement ratlo has heen arriverd an the basis of valuation of the
shares of the Company/Demerged undertaking based on the approach exglaned herein
earker and vafious gualitative factors relevant g each campapy and the business dynamics
and growth potential of the businesses of the Companties, baving regard to information

< bitse, management representations and perceptions, key underiying assumptions and
fimitatigns,

5. n the vitimate analysis, valuation will have 1o invobve the exervise of judicious discretion
and judgment taking inte aceount all the refevant factors, There will always be several
factors, ez present and prospective competition, yield on comparable securities and
market sentiments, ete. which are nat evident from the face of the balance sheats byt
which will strongly influence the worth of a share, This concept i alsa recognized in judicial
dacisions, For example, k’iscountEErﬁur_a Bd in Gold Coast Sefection Trust Lrd, vy, Humphrey
reperted in 30 TC 202 (Housk of Lords) and guoted wilh approval by the Supreme Court of
tdia in the ¢case reporied in 175 iTR 417 25 under;

I the asset tokes the form of fully poid shares, the voluation will bake tita account mot only

the terms of the agreement but o nuthiéer af other factors, such as picspective pield,
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allotted the shares, the result of a contemporary prospectus offering simitar shores far
sufscriptian, the capita! pasitian of the company, s farth, Thore may ofso be an slement
of vatue in the foct thot the holding of the shares gives cantrat af the camaerny. If e asset
is difficult to value, but is ronetheless of o marey value, the Gast valuahan pasablz must
be miode. Valugtion is anart, not anexact soience WMothematical verlcinty > nol deeranded,
aar indeed is it passibic.”
9.5 Inlight of the above and on canzideratian of all the relevant factors and circumstznces as
discuised and outlined hereinabove earlier ia this report, i gur opininn, s (air equity share
" enlitlement ratio in the event of demerger of Demerged Undertaking of OFPL into DTL

would he

66 (Sixty Six) equity shares of DTL of INR 1 each fully paid for every 25 {Twenty Five}
equity shares of OTPL of INR 19 each fully paid.

Thanking you,
Yours faithfully,

o 17 i
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Firm Registration number: 128851W Firm Regivtration number: 2052460
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