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To,
The Board of Directors

Indian Bright Steel Company Limited
Aurum Platz, Pandita Ramabai Marg, B.N. Cross Lane,
Mumbai - 400007

Dear Sirs,

Sub: Valuation report on determination of fair equity valuation of Azad
Coach Builders Private Limited (“Azad” or “ACBPL” or “Coinpany”™)

Indian Bright Steel Company Limited (“Indian Bright Steel ” or “IBSCL” or “the Client”
or “Issuer” ) is an Indian Company listed on the BSE Limited (“BSE 7). IBSCL is
considering business expansion, through acquisition of equity shares (“proposed
transaction”) of Azad Coach Builders Private Limited (“ACBPL” or “Azad” or
Company”), engaged in the business of manufacturing ,fabrication, repairing and body
building of motor vehicles, from the existing shareholders of Azad ( “Acquirer(s)”).

In lieu of this proposed transaction, ISBCL is proposing to discharge the consideration
for the proposed transaction by way of a preferential issue of the Issuer’s Equity Shares
(“Preferential issue”) to the Acquirer(s), for a non-cash consideration, by virtue of a
Share Swap.

Under section 39(4) of the Companies Act, 2013(“Cos Act”) read with Rule 12(5) of the
Companies (Prospectus Of Securities) Rules, 2014 (“CPS Rules”) and Regulation
163(3) of the of the Securities and Exchange Board of India (“SEBI”) (Issue of Capital
and Disclosure Requirements) (Amendment) Regulations, 2022 (“ICDR Amendment
Regulations™), the valuation of such consideration other than cash is to be determined
by the valuation report issued by an independent Registered Valuer.

In this context, IBSCL has engaged FCA Payal Gada, (‘'PG or “We’), in her capacity
as a Registered Valuer(“RV™), as defined under section 247 of the Companies Act,
2023 (“Cos Act”) under the category, Securities or Financial Assets (“SFA”),
registered with the Insolvency and Bankruptcy Board of India (“IBBI”); IBBI
Registration No. IBBI/RV/06/2019/11170 and a Chartered Accountant
registered with Institute of Chartered Accountants of India (“ICAI") ; ICATY
Membership Number.: 110424 , Proprietor of Payal Gada & Co, Chartered
Accountants ; ICAI Firm Registration Number (“FRN”) :148529W to carry
of fair equity valuation of the Company for the provosed transartinn ac an 1Ath
November, 2023,
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SEBI - The Securities & Exchange Board of India

ICDR - Issue of Capital and Disclosure Requirements
IBSCL/Issuer Company - Indian Bright Steel Company Limited

Indian Bright Steel - Indian Bright Steel Company Limited

ICDR Regulations - SEBI (Issue of Capital and Disclosure Requirements)

Regulations, 2018
ICDR Amendment Regulations - SEBI (Issue of Capital and Disclosure Requirements)
{Amendment) Regulations, 2022

HYE - Half year ended

TTM - Twelve months trailing

Forecast period - 15t April, 2023 to 315t March, 2030

Other Valuer’s Report - Valuation report dated 21.10.23 of Er.Krishna Murthy T

, SriValue Tech, IBBI Registered Valuer
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Engagement Kackground and Purpose of valnation

Indian Bright Steel Company Limited (“Indian Bright Steel ” or “IBSCL” or “the Client”
or “Issuer” ) is an Indian Company listed on the BSE Limited (*BSE ”). IBSCL is
considering business expansion, through acquisition of equity shares (“proposed
transaction”) of Azad Coach Builders Private Limited (“ACBPL” or “Azad” or ©
Company”), engaged in the business of manufacturing ,fabrication, repairing and body
building of motor vehicles, from the existing shareholders of Azad ( “Acquirer(s)”).

In lieu of this proposed transaction, ISBCL is proposing to discharge the consideration
for the proposed transaction by way of a preferential issue of the Issuer’s Equity Shares
(“Preferential issue”) to the Acquirer(s), for a non-cash consideration, by virtue of a Share
Swap.

Under section 39(4) of the Companies Act, 2013(“Cos Act”) read with Rule 12(5) of the
Companies (Prospectus Of Securities) Rules, 2014 (“CPS Rules”) and Regulation 163(3)
of the of the Securities and Exchange Board of India (“SEBI”} (Issue of Capital and
Disclosure Requirements) (Amendment) Regulations, 2022 (“ICDR Amendment
Regulations™), the valuation of such consideration other than cash is to be determined by
the valuation report issued by an independent Registered Valuer.

In this context, IBSCL has engaged FCA Payal Gada, (‘PG or “‘We’), in her capacity as
a Registered Valuer(“RV™}, as defined under section 247 of the Companies Act, 2023
(“Cos Act”) under the category, Securities or Financial Assets (“SFA”), registered
with the Insolvency and Bankruptey Board of India (“IBBI”); IBBI Registration No.
IBBI/RV/06/2019/11170 and a Chartered Accountant registered with Institute of
Chartered Accountants of India (“ICAI”} ; ICAI Membership Number.: 110424 ,
Proprietor of Payal Gada & Co, Chartered Accountants ; ICAI Firm
Registration Number (“FRN”) :148529W to carry of fair equity valuation of the

Company for the proposed transaction, governed by Engagement Letter dated 16t
November,20253

The valuation date is 16'h November, 2023.

This valuation report is our deliverable for this engagement.

Base and premise of Valuation

For the purpose of arriving at the valuation of Azad, I have considered the valuation
base as “Fair Value”. My valuation and this report are based on the premise of ‘Going
Concern”. Any change in the valuation base or premise could have a significant impact
on my valuation exercise and therefore, this valuation report.
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—_— L] T — N
e
AZAD COACH BUILDERS PRIVATE LIMITED
CIN No: TSM0R1980F TCO02023
Statersenl of Profit and Losa for thee yeac ended 31t March 2003
Fer the year ended
Panticulas Note No jiBiakicad N2
“Xin 00s ¢ in 0ds
1 Revenue from operations 19,75,656.87 L570.89
O Other Income 16 5.006.79 72449
O Tetal Inceas 39.30,653.65 32,295.38
IV BExperwes
Cost of Malrdals Corsumud 17 1540576 25 6.88,771.99
Changes in lnveniosies 13 50L739.83 {6,55,000.00)
Manufacturing Expenses 19 250.601.50 44,951.95
Emplayce Benefily Exponses n 1714647 31,885.65
Admindstration and Other Expenses n 157,8600.17 80,057.32
Finkive conts Z'Z 4538107 42.535.99
Selling and Distribution Expenscs 23 33,450,74 - 2619.72
Depredation and Amottization experse L} 3784265 M591.46
Total expenwes 37,52, 318.08 2,66,418.04
V  Profit before Bxceptional Iress & tax | 2,28, 45.58 {2.36,122.70)
Exceptional ftomy 3 - (1eL2t512)
Vi Profitafter Exceptisnal ey & before tax 22834558 (51.907.59)
V1l Tax expenses
{1} Currertt tax 3689549 -
(2) Tax - Earlier Years 1000 -
(3) Deferred tax. D410 {21, 718.83}
Vil Proft adter tax 164,993,589 {30,154 56)
VIl Esrningd per equily share in % { pae value ¥ 100}
Bagic 165.00 {300
Drduted 169.00 {XLIT)
Weighied avsrag ber of shares conaldened for camting per share compoitai
~ Barsac 3,00,000.00 100,000,031
« Diluted, 1,00,000,00 L00.000.00
Sammary of sigricant accounbing pulicees and other
expluwtory notos b
In forms of our repodt of even date

For AGTWAL P, & ASSOCIATES

(4

Clmmplﬁinrh cmdm

D!N omsms X
0y
Plate : Bangalore !
Dute : June 1§ 1oy

Source: Management
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Valuation Approaches and Methodologies

The standard of value used in our analysis is fair value which is often defined as the price,
in terms of cash or equivalent, that a buyer could reasonably be expected to pay, and a
seller could reasonably be expected to aceept, if the business were exposed for sale on the
open market for a reasonable period of time, with both buyer and seller being in
possession of the pertinent facts and neither being under any compulsion to act.

Valuation of an enterprise or its securities is not an exact science and ultimately depends
upon what it is worth to a serious investor or buyer who may be even prepared to pay
goodwill. This exercise may be carried out using generally accepted methodologies, the
relative emphasis of each often varying with the factors such as:

» Specific nature of the business

e Whether the entity is listed on a stock exchange

» Industry to which the company belongs

¢ Pasttrack record of the business and the ease with which the growth rate in cash flows
to perpetuity can be estimated

» Extent to which industry and comparable company information is available.

It should be understood that the valuation of any company or its assets is inherently
imprecise and is subject to certain uncertainties and contingencies, all of which are
difficult to predict and are beyond our control. In performing our analysis, we made
numerous assumptions with respect to industry performance and general business and
economic condition, many of which are beyond the contro! of the Companies. In addition,
this valuation will fluctuate with changes in prevailing market condition, the condition
and prospects, financial and otherwise, of the Companies, 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
methodology of valuation has been arrived at using usual and conventional
methodologies 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.

The results of this exercise could vary significantly depending upon the basis used, the
specific circumstances and the professional judgment of the valuer. In respect of going
concerns, certain valuation techniques have evolved over time and are commonly in
vogue.

While no specific methodology has been prescribed as per Company Law/SEBI
Regulations, the shares of the Company should be valued the as per commonly used and
internationally accepted methods of valuation to determine fair price of such shares.

We have considered the ICAI Valuation Standards 2018 as issued by the Institute of
Chartered Accountants of India as well as other Internatinnal Valnatinn Qtandarde
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The most commonly used and accepted methods of valuation are as under-

1. Market Price method

2. Comparable Companies’ Multiples method / Guideline Company method
3. Discounted Cash Flows method

4. Net Asset Value method

Market Price Method (Market Approach)
Under this methodology, price at which the shares are traded on the Stock exchange(s)
are considered to be its fair value.

Azad is a Private Limited Company and as such, its shares are not listed on stock
exchange. Hence, market price method cannot be considered for the present exercise for
valuation.

Comparable Companies ‘Multiple (CCM) / Guideline Company method
{(Market Approach)

Under this method, value of the equity shares of a company is arrived at by applying a
suitable multiple (derived from valuations of comparable companies, as manifest through
stock market valuations of listed companies) to the income of the Company. This
valuation is based on the principle that 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
circumstarnces.

Azad is a private limited company engaged in the business of manufacturing ,fabrication,
repairing and body building of motor vehicles. As such, we have considered the median
Enterprise Value (“EV”)/Earnings before interest, tax, depreciation and
amortisation('EBIDTA™) (“EV/EBIDTA”) multiple of certain broadly comparable Indian
listed Companies (“Comps”) into commercial automobile manufacturing industry, mainly
buses , based on the discussions with the Management.

We have adjusted the Comps EV/EBIDTA Multiple for premium(discount) as deemed
appropriate, to account for the nature, operating margins and size of operations of the
Company , to arrive at adjusted EV/EBIDTA multiple , used for valuation.

We have applied the adjusted EBIDTA multiple to the maintainable EBIDTA of the
Company to arrive at the Enterprise value of the Company. We have adjusted the EV with

cash/bank balances and borrowings, as of the balance sheet date, to arrive at the Equity
value as of the valuation date.

Relevant workings for arriving at the equity value of the Company based on the CCM
method of valuation, are attached as Annexure A to the Report.
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Discounted Cash Flows (DCF) Method (Income Approach)
The DCF method is one of the most scientific among all the valuation methods in terms
of conceptual framework.

Under the DCF method, the projected free cash flows ofthe projects are discounted at the
appropriate cost of capital. The sum of the discounted value of such free cash flows is the
value of the firm. The value so derived is not impacted by accounting practices (which are
many a times non-uniform across companies/ time), as it is based on cash flows and not
book profits. The method incorporates all factors relevant to business (e.g. tangible and
intangible assets, current and future competitive position, financial and business risks,
ete.).

To estimate the cash flows available to stakeholders, projected income statement and
balance sheet of the entity are prepared for certain future years {explicit forecast period).
These estimates are based on financial assumptions that are derived by the management
of the Company from the integrated results of the economic outlook, industry outlook,
corporate analysis, historical financial analysis and management’s expectations. The cash
flows are then discounted using an appropriate discount rate.

Relevant workings for arriving at the equity value of the Company, based on the DCF
method of valuation, are attached as Annexure B to the Report.

Net Asset Value (“NAV”) method (Cost approach)
The value arrived at under this approach is based on the latest available audited/

provisional financial statements of the business and may be defined as Shareholders’
Funds or Net Assets of the Company.

Under this method, the net assets as per the financial statements are adjusted for fair
market value of tangible immovable/surplus/non-operating assets, potential and
contingent liabilities, if any.

We understand that the Company owns tangible operating assets in the form of
immovable property i,e. factory land and building (“immovable property™). As such, we
have replaced the book value of the immovable property with its fair market value, based
on the Other Valuer’s Report, to arrive at its Adjusted NAV (ANAV”)

Relevant workings for arriving at the equity value of the Company, based on the ANAV
method of valuation, are attached as Annexure C to the Report.
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Statement of Limiting Conditions, assumptions, qualifications,
excln<ions, and disclaimers

1. For your convenience, this report may have been made available to you in
electronic as well as hard copy format, multiple copies and versions of this report
may therefore exist in different media and in the case of any discrepancy, the
final signed hard copy should be regarded as definitive,

2. The valuation is based on projections as made available to us by the Client.

3. The above valuation based on DCF Method is critically dependent on the
company’s ability to successfully implement/execute the business plan which
has been provided to us by the Management, Any significant variation would
have an impact on the valuation which has been provided to us by the
Management. Any significant variation would have an impact on the valuation.

4. The financial forecasts used in the preparation of the report reflects subjective
judgement of the Client's Management, based on present circumstances and
expected future circumstances, as to the most likely set of conditions and the
course of action it is most likely to take. 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 will almost always differ from the
forecasts and as such differences may be material. To the extent that our
conclusions are based on forecasts, we express no opinion on the achievability of
those forecasts. Any deviation in actual performance vis-a-vis the forecasted
performance will materially impact the future valuation of the valuation subject
and this can result in possible losses to the Investors in the business.

The Investors need to undertake their own analysis and also appoint experts to
obtain an independent view before investing or divesting in the valuation
subject. Our report cannot be relied upon by the current or potential investors to
undertake any investment/divestment decision. The current or potential
investors should also independently validate the business plan and financial

projections provided by the Management before making any investing/divesting
decisions.

5. Provision of valuation opinions and consideration of the issues described herein
are areas of our regular valuation practice. The services do not represent
accounting/ assurance/ tax /legal/financial/commercial/environmental due
diligence, consulting or tax related services or forensic/ Investigation services
that may otherwise be provided by us or our affiliates and does not include
verification or validation work.
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6. The valuation report was prepared for the specified purpose, as stated above in
the Report and is for the confidential use of the Client only. Its suitability and
applicability of any other use has not been checked by us. Neither the valuation
report nor its contents may be disclosed to any third party (except SEBI) or
referred to or quoted in any registration statement, prospectus, offering
memorandum, annual report, any public communication, loan agreement or
other agreement or document given to third parties without our prior written
consent, We retain the right to deny permission for the same.

7. Itis inappropriate to use this Report for financing or any purpose other than the
purpose mentioned above, We are not responsible for the unauthorized use of
this Report. We shall not assume any responsibility to any third party to whom
the Report is disclosed or otherwise made available. Unless required by law, it
shall not be provided to any third party without our prior written consent. In no
event, regardless of whether consent has been provided, shall we assume any
responsibility to any third party to whom this report is disclosed or otherwise
made available.

8. 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 fairness of the finaneial position
as indicated in the financial statements. We have relied on the Management
provided business and financial projections as provided to us. However, the
actual results may differ than the forecasts due to several factors (external as well
as internal) and such differences may be material. We understand that these
forecasts represent estimates of Management as to the most likely performance
of the business in foreseeable future. The valuation will change depending on the
change in actual performance of the business/valuation subject as well as change
in the business plan and such valuation change can be material. We express no
opinion on achievability of forecasts and have relied on Management provided
forecasts.

9. Wehave been given to understand by the Management that it has made sure that
no relevant and material factors have been omitted or concealed or given
inaccurately by people assigned to provide information and clarifications to us
for this exercise and that it has checked the relevance or materiality of any
specific information to the present exercise with us in case of any doubt. We have
assumed that the information provided to us presents a fair image of the Azad 's
activities and the assets being valued at the Valuation Date. Therefore, PG will
accept no responsibility for any error or omission in the Report arising from
incorrect information provided by Management. Also, we assume no
responsibility for technical information furnished by the Management and
believed to be reliable.
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10.The Report assumes that the Company complies fully with relevant laws and

regulations applicable in all its areas of operations unless otherwise stated, and

that it will be managed in a competent and responsible manner. Further, except

as specifically stated to the contrary, this valuation report has given no

consideration to the following matters -

i) Matters of a legal nature, including issues of legal title and compliance with
local laws, and

ii) Litigation and other contingent liabilities that are not recorded in the
audited/unaudited balance sheet of the Company.

11. The valuation analysis and result are governed by concept of materiality.

12. The opinion(s) rendered in the Report only represent the opinion(s) of PG based
upon information furnished by you and others on your behalf and other sources
and the said opinion(s) shall be considered advisory in nature. Qur opinion is
however not for advising anybody to take buy or sell decision, for which specific
opinion needs to be taken from expert advisors.

13. The fee for the Report is not contingent upon the results reported.
14. While performing this assignment, we have assumed genuineness of all
signatures and authenticity of the documents/details and/or copies of the

documents furnished to us by the Management or on behalf of the Management.

15. We owe responsibility to only to the directors of the Client, who have retained us
and nobody else.

16. PG does not accept any liability to any third party in relation to the issue of this
valuation report.
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Sources of 1formation

The following sources of information have been utilized in conducting the valuation
exercise:

o

Company specific information - The following Company specific information, as
provided by the Management, verbally or in written form have been inter-alia
used in the valuation:

» Background information provided through emails, or during discussions.

» Charter Documents of the Company

» Audited financial statements of the Company for the year ended 31.03.23,
31.3.22 and 31.3.21.

» Provisional Financial statements of the Company for the half year ended
30.09.23

» Financial projections of the Company for the forecast period beginning from
15t April, 2023 to 315t March, 2030 (“forecast period”™).

» Capital Structure of the Company as on valuation date.

» Shareholding pattern of the Company as on the valuation date.

» There are no convertible or dilutive instruments or LESOPs issued and
outstanding that will dilute the equity share capital base of the Company as
of the valuation date.

» Immovable Property valuation report dated 21.10.23 by Er. Krishna Murthy.

T, Sri Value Tech , IBBI Registered Valuer
» Management Representation Letter dated 22.11.23

Besides the above listing, there may be other information provided by the
Company which may not have been perused by us in any detail, if not considered
relevant for our defined scope.

In addition to the above, we have also obtained such other information and
explanations from the Management as were considered relevant for the purpose
of the valuation.

It may be mentioned that the Management has been provided opportunity to
review factual information in our draft report as part of our standard practice to
make sure that factual inaccuracies / omissions / ete. are avoided in our final
report,
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Froceanrec conducted

The Procedures conducted by us are:

L

Discussed the profile, business operations and business plan of the Company, with
the Management.

Projections provided by Management were broadly analysed.

Considered the various valuation methods that were applicable and computed the fair
equity value based on the applicable methods of valuation which were the most
suitable, in the current case to arrive at the adjusted equity value using each of the
applicable methods.

Adjusted equity value determined using each of the applicable methods is divided by
the total number of equity shares as on the valuation date to arrive at the value per
equity share, as on the Valuation Date.

Applied weights, as deemed appropriate, to the value per equity share, as on the
Valuation Date, to arrive at the fair equity value per share.

Prepared and issued draft report to the Management for confirmation of facts.

Issued final report.
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Annexnre B| Valuzation baved on the Discounted Cash Flow Methiod under the Inepmie Approach ng on valuation date

Valuation date : 16-Kov-23

pi Reference Thait Value FYEza FYEas FYE2G FYEa7 FYE=z8 FYEz9 | FYE30 Perpelnity
Tumby of months 6.00 12.00 12.00 12.0G 12.00 12.00 12.0G

Revenue from operations ("ORY) INR lacs 3,559.6 [ w,000.0 | 30,0000 | 45000.0| 550000 | 63000.0§ 72,500.0 -
Operating ERIDTA ("OE") INR lacs 427.6 1.465.2 =,348.7 3,518.4 3,228.3 3,885.9 4,015.4 4,801.1
Less: Incomie Tox on ERIT INR lacs 26.2 331.7 5474 837.0 771.3 943.0 1,132.1 1,084.1
Vess: Incremental Working Capital ENR lacs (314.7) 720.0 2,400.0 3.150.0 1,500.0 2,800.0 1,275.0 493.0
Less: Copital Expenditure INRlacs 504.8 500.0 325.0 300.0 - 493-9
Free cash flow to Firm INR lacs 4112 (86.5) (923.7) (768.7) 957.0 2.9 2,200.3 2,730-1
Discounting Rate / Discouting fnctor 5 19.48% 95.065% 83.60% 70.05% B58.63% 40.07% 41.07% 34375

Present Value of Future cash flows INR lacs 393.20 (72.40) {647.08} (450.65) 466.50 58.67 759.34

Sum of Net Present Value (NEV) A 510.76

during explicit period INR Tacs

Perpetity Growth rate % 4.0%

Terminal Volue INR lacs 17,634.01

PV Factor a5 34.37%

PV of Terminal Value B INRTacs 6,060.92

Enterprise Value C=A+B 6,571.68

‘;:(11:,; ‘]C;xsl;’:::ld[;:h equivalents as en D INR lacs 49.94

Add ; Fair Value of investments a2 on o3 E 0.01

on bafanace sheet dote R 'lac:!;‘ |

Add : Inflow on necount of ESOPs ¥ INR]am - T

,.-[}::?t: Allu::ts /Borrowings as on balanace <} NR lacs 1,071.83

Ecquity ¥ahie as on the balaace H=C+D+E+ | INRIncs 5.444.91

sheet date F-G

Add : Stub period adjustment 1 INR lacs 128.60

::::ny Valne as on the valnation J=H+I INR lacs 5.578.5

Number of cquity shares oustunding as L MNumber in 1

on valuaticn date lacs

Equity Value per share as on the M=K/L | INRper 5:578-51
valuation date share
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Perpetuity growth rate - 4%
For the terminal period, we have considered the growth rate of 4%,
considering the long-term sustainable industry growth and the expected
growth rate of the economy in which the Company operates.

Tax Rates — 25.17%

Tax rates are based on the effective tax rate as applicable, as confirmed by the
Management. It is assumed that the losses can be carried forward and set-off
against future profits. Therefore, tax rates have been applied for those years
in which tax-outflow would be probable. Tax Rate = 22% [Base rate] + 10%
[Surcharge, if applicable] + 4% [Cess].

Cash flows estimated by the Management based on future financial analysis,
Management’s strategy and business plan, expected economic performance
and probable industry performances are analysed for forecast period.
Projected incremental working capital based on working capital
requirements and capital expenditure {capex) as estimated by the
Management for the business operations along with expected income tax
outflows are reduced to arrive at the free cash flows to the firm. These
projected free cash flows are discounted to present value by multiplying the
respective cash flows for each year with the respective discounting factor of
each year of projection period and aggregated to arrive at the Sum of Net
Present Value {(NPV) of free cash flows during explicit period.

The perpetuity value has been computed using the Gordon Growth model.
This is the value after projection period and hence has been discounted to

present value by multiplying with discounting factor of last year of projection
period.

Sum of NPV and present value of Terminal value are aggregated to arrive at
Enterprise Value.

Enterprise value is adjusted for cash and cash like items, investments and
debts/other payables ,as on balance sheet date to arrive at Equity value.

In order to arrive at the value per equity share, the Equity value is divided by
the total number of equity shares, as on the date of valuation.
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