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JINIDAL STAINLESS LIMEYED

- FATRNESS OPINION REPORT

On

(iY Share Entitlement Katio Report for the propused demerger of Ferra Alloy
Division & Mining Division of findal Stainless Limited inte Jindal Stainless
(Hisar} Eimited; and (ii) the slump sale valualiin repart of Business Undertakings
of Jindal Stainless Limiled in relation te the priuposed slump sale by Jindal
Stainless Limited to findal Stainless (Hisar) Limited, Jindal United Steel Limited
& Jindal Coke Limited, from B 8 R and Assoctates, Chartered Accountants (B 5 R)
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The Reorganisation Committee
Jindal Stainless Limited
Jindal Cenlre,
12, Bhikaji Cama Fiace,

MNew Delhi-120066, India

RE: Share Entitleruent Ratio Reporl for lhe propaswed demerger of Terrn Alloy
Division & Mining Division af Jindal Stainless Limited inlo Jindal Stainless
(Hisar} Limited; and {he shump sale valuation reporl of Business Undertalkings of
Jinda! Stainless Limited in relation lo the proposed slump sale by Jindal Stainless
Limited lo Jindal Staintess (Fisar) Limited, findal Uniled Steel Limited and Findal
Coke Eimiled, from B § R and Assnciates, Charlered Accountants {5 S R}

r """" - " rugrosE o T

We have been engaged to give faimess opinion on Shaie Entitlement Ratio Reporl

for demerger nf Faro Alloy Divisian & Mining Divisian {collectively, Lhe
“Premerged Undertakings”) of jindal Slainfess Limited (“783.%, “transferor®) into
Jindal Slainless (Ilisa1) Limited (“JSIIL®, “Resulting Company™) and slump sale
Valualion Repml of Flisar Unit, H5M Planl and Coke Plant (Business Undertaking 3,
Undeitaking 1T & Undertaking 111, respectively, and colleclively as “Business
Undcrlakings“) {0 Jindal Stainless (1lisar) Limited, Jindal United Steel Limiled and
Jindal Coke Limited {colleclively as “Transferee Companies) as going concern
friomn B S R and Assoviates, Charlered Acconntants (B S R). Thig reporl shoulil be
read in canjuncton wilh Shaie Entitlement Ralio Reporl and Vahiation Repont daled

December 27, 2014 issued by B 5 R and Associates.

Fairaess Oplaion on Valuation report for valiztlon of Business Undertalings and Share
Ealllewent Ralio Reprrl on Demerger of Demerged indertahings of [indal Sialuless Limtted
By SPA Capital Advisors Limlled
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BACKGROUNID

JINDAL STAINLESS LIMITED (JSE}

Jindal Stainless Limited has its registered office at O, P, Jindal Marg, Hisar - 125 005,
Haryana, J51. is enpaged in the business of manmfuchwring, ilistribution aml sale of
stainless steel in India and abroad. An IS0: 14001 compliant, JS1, product range
inchzdes: Eerro Alleys, Staindess Stecl Slabs, Blooms, Lot Relled Coils, Vlates and
i Cold Rolled Coils/ Sheels, Stainless Steel Strips for Raxn Blade Steel annl Coin

Blanks including other producls,

 THANSACTEON

The Management of JSL bas decided on business re-organisation of the Company by

wity of demerger which is proposerd as follows:-

The framsaction is proposal under a composite acheme of arrangement nnder section

391-394 and other applicable prlwisinn.c;_nf the Compandes Act, 1956 and the
Companics Act, 2013, as may be applicable (the “Scheme”},

As per the Scheme, JSHL will issue its equity shares and cumulative Conipuisory
Convertible Preference shares to the respective  sharcholders of JSL as a
consideration {or the demergel' oof Fermn Alh)y Diwigiom in Vizng, Avndhra Pranlesh &
Mining Division in Odisha (Demerged Underlakings) as per share entilement rabia,
Upon coming into effect of the Schieme, and in consideration of the demerger of the

Demeiged Underlakings and {ransfer and viesting thereaf with the Resulting

Falcress Opinfon oo Vainalion report for valnation o' Business Underlakings and Share
intitkement Ratio Repovt on Pemerger of Demerged Bnderkakings of findal Ntainiess Limited -

1 By ST'A Capilal Ailvisers Limlieil
Page 3 of 14
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Company, lhe Resuliing Company shall, without any further act or deed and
without any further paymenl, issue and allol the Eguity Shates and Cumulative

Compnlsory Convertible Preference Shares on a proporiionate basis Lo the respechive

shaieholders ol the JSLis as  follws;

“One equity share nf TNR Twn each as (nlly paill wp in JSHL for cvery oue equity

share of INR 'Two held in J5L.

And One 8.1% Cunalalive Compulsory Converlible Preference Shares of INR Two
L cuch as fully paid up i JSIL for every one 0.1% Cumulalive Compulsury

Converlible Preference Shanns nl INR Twa helil in JSL”

Business Underlakings are business segments of JSL. As per draft schemme of

arrangemenl provided Lo us by J51.;

“Business Undertaking I rueans the businass imdertaking 1olating lo Hisar Unit of
JSL, on a going coneern basis including (3) all the manulacluring (acilities hycabsd at
Hisar, Haryana, including, wilhint lmitufion, the stainicss steel manufacturing
lacility, special ateel [aciily and the cnin blank locility; and {{i} identificd

investmonts.

{'I “Business Undertaldng [I” meawns the business undertaking refating to the HSM
Plant, on a gaing comeern basls, ineluding the hot strip mill, rofl shep, plate linishing,
beil amuéaling and other allied [acilifies of JSL localed al Jajpur, Orlisha. This is
proposed to be converted into a Carbon sleel nanufacturing plant

“Business Underlaking 1II" mcans the business undertaking relaling to the Coke

Plaat, on a going concern basis, inchiding the coke oven plant aml other allied

Fairnesx Gpininn on Valealinn eeparl for valiation of Bnsloess Hndertaldngs anil Share
Enlillewen Ratio Repori on Demerger of Bemerged lisdertakings nflindal S¢ainless Limided
A By SPA Caplinl Advlsni's Limitbed
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facilities of the Coke Plant of JSL located at Jajpur, at Odisha, This undertaking will

underlake (urther expansion.

This Faitness opinion report is vequired as per clause 24 (h) of lsting agreements

entered iuto with the stock exchanges.

Falrpess Oplninn un Valuatinn repart for vainaton of Busitess Ondertahings and Share
Entitlement Ratlo Report eb Deinerger nlf Demerged Undertalings of 1Imlsl Stalnless Limfted
S By 5PA Capltal Aulvisoes Eimited
- Page s of 14
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Statement of Limiting Condilions: The Final Report has been prepared for the
internal and exchmive use of The Reorganisalion Comumiltee of Jindal Stainless
Li..mited in support of the decisicns to be tuken by .it, the Resnlting Compiany and fw
Transferee Companies. Therefore, fie Final Report may not be lisclosed, in whola ur
in pari; to any third parly or used for any purpose whatsoever other than those
indicated in the Lingagemient and iu the Final Report itself, provided lhal the Final
Report may be trausmilled o e experlys appoinled in compliance with the law anil
ity comtent may he disclosed publicly where required by regulations of the indian
f aulhorilies. Any olher use, in whole or in part, of the Final Report will have to be
previously agreed and anthorised in writing by SPA Capital Advisors Limited
(SPA). Tn preparing the Final Reporl, SPA has relied upon and assumed, without
indepenulent verification, lhe lenthfulness, accuracy and completeness of Lhe
informalion and the financial data provided by Jindal Staindess Limited. SPA has
therefore relied wpon all specific information as veceived and  declines any
responsibility should Lhe resulis presented be affecled by the lack of completeness or
lruthfulness of such information. Publicly available information deenied relevunt for
the purpose of the analyses contained in the Final Report has also been .nsud.
Therefare the Final Report is hased on: (i) our interpretation of the informalion
which findal Stainless Limited, as weli as their representatives and advisers, liave
supplicd ® us to dale; (i) owr mderstanding of the krms ppon which Jinelal
Slainless Limited intends lo consummalte Lhe Transaclion {fif) the assumption that
lhe Transaclion will be consummated in accordance with the expected terms and
withiu the expected Hme periods. in the exceuton of the Engupement, SPA has
elaborated its own unalysis bused on the methadalogies illustrated balow, reaching

the conclusions conlained in the final paragraph of Lhis linal Report.

Falepess Opioinn on Valoalinn report Bnr valization of Kiesiness Undertaliings and Sharve
Entitlement Ratie Report on Demsecger of Doncerged Undertaldups of lindal Stainlesx Limiled
13y $PA Capital Advisors Lintited
K
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The conclusions described in the Final Report have been prepared with Lhe sole
purpase of detennining faimness af valuation of Demerged Undertakings and
Business Underlakings of Jindal Slainless Limiled, for the purpose of proposed
demerger and slamp sales therefore; the values contained in this Final Reporl have
no relevance for prrposes olher (han thal stated. The Final Reparl and the Opinion
concern exclsively for the purpose of prapesed demerger and the slemp sales and

de nol constitizle an opinion by SPPA as 1o the abselnle vahie of Lhe shares of Jindal

Slaindess Limited.

The vewclusions contatmed in lhis Final Report are based on the whole of the
valuations cantained hersin and therefore no paxt of the Final Reporl may be used

apart from Uhe docunient in its entirely.

The Linal Report and the Opinion are necessarily based on economic, market and
other conditions ag on the date of valuation, and Lhe wrillem and oral informalion
made available lo us until December 26, 2014, 1t is underslood lhat subsequent
developments may affect the conclusions of the Final Reporl and of Lhe Opinion and
that, in addition, 3PA has no abligation to apdale, revise, or reaffirm the Opinton,

In1 addition, SPPA is exprossing no opinion as {o the price at which any secuvilies of
('._ Jindual Sluinless Limited will ade on the stock markel al any Hme. Other factors
afler the dale hereaf may affect the value of the businesses of jindal Slainless Limited
cither before or after complution of the evenl. No opinion s expressed by SPA
whether any allernative transaclion might have been mnove beneficial to Jindal
Staindess Limited. Tt also remains undeestood that SPA or cortain SPA affiliales may
currently have and may in the future have commercial banking, investment banking,

brusl and alher relatouships and/ar engagenients with, Counlerparties which may

Fairacss {lpinion na Valoalloi report Gor vatualinn of Bosiness Undettaldngs and Slace
Ealillemenl Ralle Report on Demerger nf Denwerged Underlakings of [indat Staialess Limiled
By 5PA {;apltalfld{isurs Limited
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have inletests with respecl o Jimlal Slainless Limiled, or companies dimclly or
indirecily, controiled by, affiliated with Jindal Slainless Limited or in which Jinda?
_ Slainiess Limiled helds securities. Finally, il remains nnderslood Lhat SPA or cerlain
S5PA affilates may have fidaciary or ulher relationships and engagements whereby
SPA i certain SPA alfiliales may exercise voling power over securilies of various
persons, which secuuities may from lime te lime inchude securitics of Jindal Slainfess
Limiled, or compauics 1fireclly i indivectly nmbralle] by, affilialend] wilh Jindal
Stainless Limited, or in which Jindal Slainless Limiled holds securilies, ov clher

patlies with an inl erest in the Transactiol.

Falraess Oplolon vn Valnatlon report for valnation of Bnsiness 1iindertakings and $hare
Entitement Ratio Report on Demerger of Demerged Undertaldngs of |Indak Stalnless Llmilted
By SPA Capital Advisors Limited

Pape 8 of 14
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r o COMMON APPROACHES 10O VALUATION

Income Appreach

The Fucowe Approach measnves the vahize of an asset by calculating the present valre
of its futizre econcniic benelits, When used to determine Bysiuess value, the Iucome
Appronch develops an indication of value by discounling foreasted caslt flows to
their present valne at a yate af returm that incorporates the risk-free rale for the use af
funds plus the expected rate of mfation angl the risks associated with the particulac
investment. The discount rate applied 1o these expected cush flows is generally
based upon rates af retarn available from alternative investimenis of similuy type and
quality. Another discounling methad calculates the corpany’s Weighled Average Cast
of Cupital ("WACC”) from its cost of debt aml cos| af cquity. Forecasts typically cover
three lo five yes, bnt the reliubility of forecasts for vali@tion purpases in early
stage enterprises depends upon many fuctors, such as the campany’s vulneralility to
adviniees in techuology, actions by competitars, chunges in end-user requiremenls,

& the availability of finmcing. Sclecting the forecast period required our judgment.

The ITucowe Appronch warks best when development stage companies huve
prugressed o Stage five. Typically, companies in prior stages have limited operating,
higtaries and cush flow forecasts. Using the Incone Approach when a company lias
not achieved profilahility or positive cash flow, and therelore has negative
flows flosses during some or all of (he forecast years, resulés in an equily Vialue thel
comsists mostly {if not entively) of the Termiuwdl Value £“TV” is the estimute of the

Cowpony’s future value at the ewd of tie forecast period).

Fairness Oplnlan oo Valaallon report forr valuation of Bastinnss Yrderiakings aod Share
EcaEllenccnl Ratio Eeport on Demecger of Demerpged dndertalings of findal Stalnless Linkied
1y SPA E:.?p_m_tl_:ﬂdy_lsnrs Lhnsited
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Market Approach

The Mmket Approach measures the value of an asset (hraugh an analysis nf recent
sales of comparable property companul i the properly being valned. When applicd
Lo the valuation of an cquity interest, consideration is given to the financial condition
and operating performance vf the subject company compared to either pnblicly
traded companies willl similar lines nf busiuess or recenl anporale acquisitinns
(“CGuilefine Cowpaules”), Typically, the com panics sclecter for comparison are subject

lo ecimimie, polilical, comprtitive, and technological factors that correspond with

those confrinting the Cowpany,

The Market Approach is conceptually preferable to the other twn approaclies both
because il nses direct comparisins to similar enterprises and because Lhe anatysis is
baserl upon actial market travsaclions. However, comparables that fit perfectly
rarchy exist. Privalely held companies ave compareil Lo publicly lraded ones that are
typically further along in their stage of development, have superior access to capital,
and have common stock thal is reailily markelable, Often historical results of public
companies are being compared to projected results for the private company bring
vatued. In order 1o milecl these differences, data from the Guideline Cowpauies most

be appropriately aljusted.

Asget Approach

The Asset Approsch measures lhe value of an assel by the cost to reconstrucl or
replace it wilh annther of Like utilily, When applied lo the valnation of equity
interests in businesses, valiue is based on lhe net aggregaie folr warket vehue of the

enlily's underfying assets,

Faieness Oplnion oo Valualion repnrt for valiallon of Business Undertakingy aosd Share
EntlUeinent Ralle Bepnrl un Demerger of Bemerged Undereakings nf [Ekila Staintess Limileld
By SPA Capital Asfvisnrs Llenltell
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This approach basically entails a restatemnent of the balance sheet of the enterprise in
which the fair wmket vifue of its asscts and Hakilitics are substitufed (o their honk
valncs. This approach is frequently used (o valve holding companies or capital-
inlensive firms, 1L is typically not an appropriate valuation appreach for griwing
opcrating cowmnpanies which provide gm)d&; i services and which have sipnilicant

intangible valie. The sanie may be considered in conjuncliom with other approaches

wilh lower wrighl age.

Sourees of Information: The valualion was pmiformed as per foilowing informalion:

¢+  Unaudited carved oul financials of Business Undeitakings for The lwelve menth perion
ended 3tst March 2014 and [or he six months period ended September 30, 2014

s Business plan of Business Underlaking t for the pexied April 01, 2074 to darch 3151 2019

¢ Business plan of Business Undertakiug 1 for the perind April 01, 2014 1o March 31s1 2024

s DBusiness plan of Business Undertaking ft for the peziod April (1, 2014 {o March 31sl
2020

s Business prolile of J5L.

s Drall Schene of Arrangemenl

l'atrness Gpinien an Valualion report for vatnallon of Business Undortaldngs and Share
Emluement Rallo Report on Nemerger of Demerged Underkakings of jinlal Stainless Limled
o By SI'A Caglial Aulvlsors ELolves]
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METHODOLOGY ALOPTED

Discaunled Cash Mow Method:
B S R has applied Disunmted Cash Flow Mothod for valuing cach of the Business

Undertakings on a slandaline brsis using past bends, longer lerm forccasts based

ou past and currenl financial trends amil genezal economy and inckistry outlank.

1’0 arrive al lhe total value of lhe Business Undertakings, the value arrived under
DCYV method is adjusted for tha value of borrowings, vash & cash equivalonts,

surplus assels and contingent liabililies,

Fair Walue:
The fair value of the Undertakings has been arrived, basis on the melhodelogy

applicd for ils valnation considering various qualilalive faclors relevani to lhe
Underlakings, the business dynamics and growlh poteutial of the business, having

regard to informatingn base, key undinlying assunyplions anl limitalions.

Based on abnve, the fair value of aijuity of,
Business Undertaking I: INR 28,098 Mn
Business Underlaking TI: INR 24,127 Mn
Business Undertaking IH: INR 4,926 Mn

Fairness Cplnlni on Valuation repoert lor valuation of Business Ynderlaklags and Share
Eniluleinent Batio Bepnre na Demerger of Nemerged Undertalidngs of Tindal Stainless Linlted
By %PA Capilsl Advlsors Lhmlied
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[ GUMMARY OF SHARE NTITLEMENT RATIO PERFORMED BY B S R

B S R has, inter alia, menlionrd in their reporl:

“*Based on ihr aloreinentioned am? that upon demerger, the set of shiavehnlders and
halding proportion being proposed for JSHL is identical lo that of JSL, the bennficiul
econamic inferest of JS1. shureholdess in JSHT, will remain same at the time nf

ilenerger.

We believe Lhat the above share enlitlement rvatio is fair and reasonable consiilering
that il the sharehohlers of JSL are and will, upon demerger, be the ullimate
benelicial owners of lhe Resulting Company and in the same ratin (inter se} as lhey

hold shares in JSL, as on the recim] dute to be decided by Mauagement nf jSE.

CONCILUSION

CONCLUSION ON SLUMP SALE VATUATION BY B5 K.

The fair value nl enpuity of Bosiness Undertaking 1 is INR 28,098 Mn, Business
Undertaking 1 is INR 24,127 Mn and Business Underlaking T is INR 4,526 Mn.

The muethod censidered in the valnation is appropriate and reasmuble [or the subject

underlakings.

CONCLUSION ON SIIARE ENTIHLEMINT RATIO BY BS R

‘the entiflement ratio as recommended by B 8 R is "One equiiy share nf INR Two

cach as Ili].F:y paid up in JSIIL for every one equily shave uf INR Two held in J5L;

Falrmess Opininn nn Valnatlon repert fine valuallon of Bnsiness Undertakings amd Share
Entittemenl Ratlo Report on Demerger ol Demerged Undertakings ul [lndak Staintess Bimileil
: By 5PA Capital Advisnrs Liendledl
Fape 13 of 14
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And Cie 0.1% cumulative Compulsory Converiible Preference Shares of INR Two
each as fully paid up in JSHL for every one 0.1% comulative Compulsory

Convertible Preference Shares of TNR Twn held in JSL” bhas been termed as

reasorubly justilied,

It is noteed that the Share Enfitlement ratio was avived at assuming that the

Resulting Comnpany and the Transferor Conupany will continiie it1 operation in

unhindered manner for the ltttire as at present un a pre demerger standalone Lasis
3 {(going concern).

The assumptions considerd in the iletermination of the Share Entitleruent ralio are

appropriate and reasonable lor the subject companies.

Subjoct to the assumplions presented herein, in our opinion the fair values of
equity nf Bnsiness Undertakings and Sharve Entitlement Ratio derived by B § R
arc fair cons.idering cirenustanees and purpose of valnation,

for SPA Capital Advisors Limited
{SEEBT Reg. Mo, INM 000610825)
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Falruess Opinien on ¥aluative report for valiatlon of Bnsiness tadertokiogy avd Share
Entitlemest Ratio Repori on Demerger of Demerged Undertaklags of JIndal Stainless Limited
Ny SPA Capital Audvissrs Limlted
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