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' Abbreviation

Description

ADA

Article of Association

Appointed Date

Refer Para 4 of this report

BSE Bombay Stock Exchange
CAPM Capital Asset Pricing Model
Cr. INR Crore

Demerged Company or Transferar Company

For Demerger 1 & 2: HBSL and for Demerger 3: HBPL

Demerger 1

Demerger of Investment Divisicn 1 from HB Stockholdings Ltd. inta HB Portfolio Ltd.

Demerger 2

Demerger of Investment Divisian 2 from HB Stockholdings Ltd. into HB Estate Developers Ltd.

Demerger of investment Division 3 from HB Portfalic Ltd. intc HB Eslate Developers Ltd.

Demerger 3
EBIT Earnings Before Interest & Tax

oA T Eemings Beiore Interast, Tax, Depreciation & Amorlsation
EV Enterprise Value
HB Group o HBSL, H_B-;L_z-u-r-\c?HBEDL collectively referred ans- t-l%e "Hé é;(;up"
HBEDL HB Estate Developers Lid

HBEDL Residual

HBEDL without Hotel division
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HBSL HB Stockholdings Limited |
r ICAl The Institute of Chartered Accountants of India
Lakh(s) INR Lakhs
MoA Memorandum of Understanding 7
NAV Net Asset Value S
NSE National Stock Exchange o N )
PAT Prefit After Tax T . o
Resulting Company/ Transferee Company lFer Demerger 1: HBPL For Demerger 2 & BEBEEL - ‘i
W”;eis:ltiﬂg HBEDL -“I—-%BEDL Post Demerger 2 o o ) -
I
I SSKM /we S.5. Kothari Mehta & Co., Chartered Accounlants o 7
i WACC Weighted Average Cost of Capital 7 S _
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This Valuation Report (“Report”) is being furnished by 5.5. Kothari Mehta & Co. {"SSKM”/ "us”/"we"} al the request of the Management of HB Stockholdings Limited
{"HBSL"}, HB Portfolio Limited ("HBPL"} and HB Estate Developers Ltd (“HBEDL"), collectively referred as the “HB Group” or “Group”, to determine the Share

Exchange Ratio pursuant to the Proposed Demergers of (“Proposed Restructuring”} the following in the Chronolegical order as mentioned below-

a. Investment Division 1 from HB Stockholdings Ltd. into HB Portfolio Ltd. (Demerger 1);
b. Investment Division 2 fram HB Stockholdings Ltd. into HB Estate Developers Ltd. (Demerger 2);

€. Investment Bivision 3 from HB Portfolio Ltd. into HB Estate Developers Ltd. (Demerger 3).

The Report is on the above Scenario and may not be distributed, reproduced, or used, without the express written consent of SSKM except where it is obligatary cn
the management under any regulation to submit the Report to stock exchanges, judicial courts, company Law autharities or to any other Government authorities.
The purpose of this Report is exclusively to advice on Share Exchange Ratio for the proposed scheme of demerger, and this Report or valuation cannot be used for

any other purpose.

The Report has been prepared by SSKM from information extracted from Data supplied by the management of the Group and other sources helieved to he reliable
and true, The information provided herein is believed to be true and reliable to the best of our knowledge and belief, we do not make any representations or
warranties, express or implied, as to the accuracy or comnleteness of such infarmation, Our scope of work does not enable us to accept responsibility for the
accuracy and completeness of the financial and other informaticn provided to us by the management. \We have, therafore, notl carriea out any due diligence revicw,
independent audit or other test or validation of such financial and other information to establish the accuracy or sufficiency of the financial statements or of the
information, explanations and representations provided to us by Group. Accordingly, we do not express any opinion or any other form of assurance thereon and

accept no responsibility for the same. We also do not vouch for the accuracy of the forecast as is provided to us by the management of Group or assume the

achievement thareof.
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analysis of information provided by the management of Group, available at the time the Report was prepared. S5KM does not purport to give any representalion,

warranty or other assurance in relation to this decument.

The Report highlights the approaches towards valuation, identifies various factors affecting the valuation, summarizes the appropriate methodology keeping in view
the circumstances of the Group's company’s businesses and arrives at the value of the shares of the company and the value of the business as the case may be, to
arrive at the appropriate Share Exchange Ratic. However, it may be noted that valuation is a highly subjective exercise and may differ from valuer to valuer
depending upen the perception of attendant circumstances. At best it is an expression of opinion or a recommendation based on certain assumptions at a given

point of time.

Unless stated otherwise, industry and market data used in the Report has been obtained from market research, publicly available informalion and industry
publications. Industry publications generally state that the information contained in those publications has been obtained from sources believad to be reliable but
that their accuracy and completeness are not guaranteed and their reliability is not assured. Industry data used in the Report has not been independently verificd.
The infermation included in the Report about other listed and unlisted companies is based on their respaclive annual reports and their respective publicly available

informaticon.

Our valuation analysis should not te construad as an investment advice; specifically, we do not express any opinion on the suilability of any investment including

the current proposed investment or financing transactions with the Group.

This Report is to be read in its entirety.
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1. Scope

We understand that the Management of HB Stockhcldings Limited {"HBSL"), HB Portfolio Limited (“HBPL”) and HB Estate Developers Ltd {"HBEDL"}, collectively
referred as the “Group” are considering Demerger {“Proposed Restructuring”) of the following, through a Scheme of Arrangement under section 391-354 of the

Companies Act, 1956 and as per Section 2[19AA) of the Income Tax Act, 1961, in the Chronological order as mentioned below -

a. Investment Division 1 from HB8 $tockholdings Ltd. into HB Portfolio Ltd. {“Demerger 17);
b. Investment Division 2 from HB Stockholdings Ltd. inta HS Estate Developers Ltd. ("Demerger 27);

¢. Investment Division 3 fram HB Portfolio Ltd. into HB Estate Develepers Ltd. {("Demerger 3”).

The consideration for such proposed demerger will be discharged by issue of equity shares by Respective Resulting Companies {Companies in which the divisions
are demerged) to the shareholders of the Respective Demerged Companies {Companies from which divisions are getting demerged) as on the respective

appointed date for the Demerger.

Further, the managernent also intends to reorganise the issued and paid- up equity share capital of cach of the Group companies.

The Management of Group has appointed M/s $.5. Kothari Mehta & Co., Chartered Accountants {*SSKM”/ “us” " we”}, 1o determine the Share Exchange Ralio

{“Share Swap Ratio”) pursuant to the Proposed Demerger.

Share Swap Ratio is defined as the number of equity shares of Resulting Company [HBPL for Demerger 1, HBEDL for Demerger 2 & 3}, to which shareholders of

Demergad Company (HBSL for Demerger 1&2, HBPL for Demerger 3) would be entitled to in proportion to their existing shareholdings, upon demerger of

Undertakings.

The valuation date for this exercise is April 01, 2015.

§.5. Kothari Mehta & Co.
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tmitation
it may be noted that valuation is a highly subjective exercise and the opinion on valuation may differ from valuer to valuer depending on the individuat

perception of the attendant circumstances. At best, it is an expressicn of opinion or a recommendation based on certain assumptions.

As specified by Page 64 of ICAI Technical Guide on Valuation, 2009 Edition, we are te state that:-
a. Valuation does not include the Auditing of Financial Data provided by management, and therefore we do not take any respensikility for its accuracy and
completeness.

b. Valuation should not be considered as an cpinion an the achievability of Financiai Projections either mentioned in, or relied upon for this Report.

This Report is to be considered only for the purpose of determining the Share Swap Ratio of equity shares for Proposed Restructuring.

Our scape of work involves determining the share swap ratio; however the decision to proceed with the demerger as well as the acceptance of the final ratio
depends on the special committee of the Board of Directors, which will be responsible for the decision associaled with the determination of share entitlement

ratio and factors cther than SSKM’s work will need to be taken Into account in determining the same.

While all reasonable care has been taken to ensure that the advice given in the Report is fair and eguitable, neither SSKM nor its constituents including its
Partners & others shall in any way be responsible for any inadvertent error or any such inaccuracies in this Report that may have crept in or for any error in

advising on the Share Swap Ratio pursuant to data provided by management of HB Group.

The Exercise for determining of share swap ratic is not a precise science and the conclusion arrived at in many cases will be subjective and dependent on the
exercise of individual judgement. There is, therefore, no Indisputable single ratio. While we have provided our opinion on the ratio based on the information
availabie to us and within the scope and constraints of our engagement, cthers may have a different opinion as to the ratio in which the equity shares of

Resulting Company should be allotted to the sharehalders f.‘Ba@erged Company on the Demerger.
N
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~

S.5. Kothori Mehta & Co. \ff‘___{jj‘," 7 Confidential Page8of 70




3. Information Relied Unnn

For the purpose of this Report, we have relied upon the data, facts, information, documents and other data provided by the Management of the Group.

Management of HB Group provided, inter alia, the following information to 55XKM:

Annual Reports of HBSL, HBEDL, HBPL for the years ending 31% March, 2013, 31* March, 2014 and 31 March, 2015,

Shareholding Pattern of HB Group as on 31° March, 2015.

Incorporation documents of HB Group- Memarandum of Association and Article of Association

Details of leans outstanding of HB Group as on March 31, 2015 along with Details of Contingent Liahility of the HB Group a5 on March 31, 2015.

Projected Financials {along with underlying assumptions and businass plans), duly adopted by management, with respect to Hotel Business of HBEDL for
next 10 Financial Projections from FY 2015-16 ta FY 2024-25 along with details of contingznt liabilities, surplus assets and term loans, bank limits and its
repayment schedule.

STR Reports for the month of Aug, Sep, Oct, Nov 2015.

Property Valuation Reports issued by a Chartered Valuer in respect of 3 Commercial Propertias owned by HBEDL held as Inventory as on March 31, 2015.
Balance Sheet of HBEDL bifurcated inta Hotel and Non Hotel business for the year ending March 31, 2015.

Management Certified Financiais of Division 1, 2 & 3 of HB Group for the year ending 31-03-2015.

The Audited Financials of the investee companies for the FY 2013-14 and FY 2014-15 {whichever were available at the time of finalization of the report

Wherever required, all the accounts and documents listed above have been certified by the management of the Group. We have retied upon Management

Representation Letter dated 307 lanuary, 2016 wherein the Group has provided management certified information to SSKM.

We have also relied upon other written/ verbal information given to us by the Management of Group during the course of our exercise and meetings held.

Some of the date required for the purpose of this exercise has been taken from Bombay Stock Exchange's wehsite (www hseindia.com) and other publicly

.5 Kothari Mehta & Co. Confidentiof




1 Appointed Date
Management has proposed to keep the opening of business hours of the following dates as the appointed date for the Proposed Restructuring -
a. April 1, 2015 for Demerger 1;
b. April 2, 2015 for Demerger 2; and
c. April 3, 2015 for Demerger 3
However for the purpose of valuation, the valuation of different undartakings and swap ratios thereon have been calculated assuming the values as in the

Opening hours of the April 1, 2015, adjusted for any changes by the transfer of assets or issue of shares as part of this restructuring scheme.

5. BACKGROUND

5.1. HB Estate Developers Limited ("HBEDL")

HBEOL, listed on BSE, was incorporated in 1994 in the name of ‘HB Housing & Development Corporation Ltd’. The name was subsequently changed to ‘HB

Estate Developers Limited’ w.e.f. January, 1996. The company has a mixed stream of revenues including income from Hotel operations, Reai Estate, anc

Financial Services.

HBEDL is the asset owner of a hotel named “VIVANTA By Taj” {Sector-44, Gurgaon), with 208 keys In association with Inclian Hotels Company Lid. {“TAJ"}.

The hotel is operated by Taj Group. The hotel commenced the full-fledged commercial operations w.e.f April 1, 2013.

a. Company Profile

* HBEDLIs a public company listed on BSE. The company works across Hospitality, Real Estate and Financial Services.

+ The Company has its registerad office at Plot No. 31, Echelen Institutional Area, Sector 32, Gurgaon, Haryana 122001. _‘\

« The main objects of the company are as follows: e T
D *ﬂ‘?,
........ \_//,..

o To carry on the business of finoncing, subject to the banking reguiation act 1949, by way of atlvance, deposit, guarantee or lending of money,

secured or unsecured, short term of long _te@\[or and in respect of acquisitions, purchase, owning, development, apgropriation, construction
b, T

i

o . o
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ar dealing in any manner for rommersiol end/or aon-commercin! ahfeciiven, nf lands, propertion, asiates, bidoings for ropemerciol and/o

ER : C f A .

residentiol purposes, business centres, townships, industrial estates ond complexes, hotels, resorts, farms, and farm-houses, couuges, depots,
warehouses, shops, commercial compiexes, muitistoried flats and/or infrastructure fucilities relating thereto.

To acquire, purchase, own develop, design, appropriate, maintein, manage, control, undertake, hike, take on lease, license, exchange or hire
purchase, mortgage, assign, let, sefl, dispose, of any type of lands, properties, estates, forms, gardens, parks, orchards, mines, buildings, flats,
sheds, structures, hostels, hotels, motelfs, resorts, shops, commerciol complex, business centres, industrial estates, and complexes, townships,
farmhouses, roads, streets, railways, ropeways, aeradromes, dams, bridges, barrages, vafleys, staditms, museums, tourists, and picnic spots,
including their erection, construction, demolition and rebuilding alteration, conversion, improvement, interior and exterior decoration and to
oct as reoi estate developers, builders, colonizers, controctors, and agents in india and abroad endfor to corry on research, development,
processing, and/or decling in reloted and allied building materials of all kinds and description. ”

{Extract from Memorandum of Association of HBEDL)

+ The Company has a revenue of Rs. 6,623 Lakh with an EBIDTA of Rs. 1,521 Lakh (EBIDTA Margin 23%) and PAT of Rs. {-)4,508 Lakh as per the
Audited Financials of 2014-15.

.

BT
T
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b.

Authorized Share Capital

3,50,00,000 Equity shares of Rs,10/- each

80,00,000 Redeemable Preference Shares of Rs. 100/- each

35,00,00,00C

§0,00,00,000

1,35,00,00,000

Subscribed and Paid up Share Capital

1,61,38,287 Equity shares of Rs.10/- each fully paid up

Add: Forfeited shares- 8,29,338 tquity Shares {originally paid up)

* Includes Preference Shares amounting to INR 75C Lakhs each issued to HBSL and HBPL which shall be cancelled pursuant to Demerger 2 and 3

respectively.

T A,

TNl
4 ’/ .

" /

| nzwﬁ:%;- )

e Sy

30,00,000 9% Redeemable Non-Convertible Non-Cumulative Preference Shares ol Rs. 100/- each fully paid up*®

50,00,000 9% Redeemable Non-Conveftihle Non-Cumulative Preference Shares-Series Ul of Rs. 100/- each lully paid up

16,13.82,870

27.37.,438

30,00,00,000

50,00,00,000

|
96,41,20,308 i
- P 1
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c. Shareholding Pattern - HBEDL (March 31, 2015)

Promoters
Promoter and Promoter Group (A) 1,20,34,628 74.57 %I
Non Promoters
Institutional - 1,320 0.01% '
Bodies Corporate (Non Institutional} 6,03,010 374 % .
Cther Public Shareholders 34,599,329 21".“68-%
Total Non-Promoter's holding (B} 41,03,659 25.43%
Total (A+B) 1,;.,738,287 100.00% !
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d. Financial Performance - HBEDL

B N o Y L L e U O e e PR B U e

Total Income 6,623.03 4,413.08 Share Capital 9,641.20 * 423160
Operating Expenses 5,101.76 4,199.18 Reserves & Surplus 31281.85 5.120.42
EBITDA 1,521.27 213.30 Long Term Borrowings 28,860.18 34,324.02
Depreciation 1,451.50 1,146.64 Other Nan - Current liabilities 2,657.40 2,219.30
EBIT 23.77 -932.74 Current Liabilities** 3,908.71 2,948.03
Finance Cost 3,104.77 3,048.00 Total Equity & Liabilities 48,249.35 48,852.37
Exceptional items -1,023.60 83.17 Fixed Assets {Tangible & Intangible) 43,096.68 414,077.496
Profit Before Tax -4,098.60 -3,897.57 Other Non - Current Assets 1,732.63 1,576.00
Tax 40332 581.86 Current Assets 3,420.04 3,198.91
Profit after tax -4,507.92 -4,479.43 Total Asscts 48,249.347 48,852.37
1
Cash Profits -3,016.42 -3,332.79

** Includes Short Term Borrowing from HBPL amounting to INR 900 Lakhs which shall be cancelled pursuant to Demerger 3.

——
T
VRN
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valuahon Report ta determine Share Exchange Rolio upon the Proposed Restruciuring of HE Group )

2. Proposed Capital Reorganisation:

e - [

reducing the face value of the equity shares from 1 (one) equity share of Rs, 10 fully paid up Lo 1 (one) eguity share of Rs. G each fully paid pursuant to

Demerger- 2 and Demerger- 3

Simultaneously, 5 {five} equity shares of Rs. 6 each fully paid up shall be consolidated into 3 {three) fully paid- up share of Rs. 10 each fully paid.

5.2. HB Portfolio Limited {"HBPL")

HB Partfolio Ltd. was incorporated in 1994 and is listed on Bombay Stock Exchange. The main object of the company is to undertake firancial services.

HBPL is a dealer and investor in securities.

a. Company Profile
* HMBPLis a public company listed on BSE.

¢ The Company has its registered office at Plot No, 31, Echelon Institutional Area, Sector 32, Gurgaon, Haryana 122001!.

= The Company has revenue of Rs, 281 Lakh with an EBIDTA of Rs. 146 Lakh (EBIDTA Margin 52%) and PAT of Rs. 81 Lakh [PAT Margin 29%) as per
the Audited Financials of 2014-15.

b. Capital Structure

Capital Structure — HBPL (March 31, 2015)

i et Bt prs,

2 Capital

| Authorized Shar

2,00,00,000 Equity shares of Rs.10/- each 20,00,00,000

1,00,00,000C Redeemable Preference Shares of Rs. 10/- each 10,00,00,000

j 30,00,00,000

S.5. Kothari Mehta & Co. Confidential Page 15 of 70
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| Subseribed and Paid up Share Capital

1,19,92,324 cquity shares of Rs.1U/- eacn futly paid up ) 10,959,243,290
i
Add: Forfeited shares- 8,29,301 Equity Shares (originally paid up) 27,36,29% ‘
12,26,59,589 |

¢. Shareholding Pattern

Shareholding Pattern — HBPL {March 31, 2015)

Promoter B !
Pramoter and Promoter Group (A) i . 78,58,464 B 65.53% ‘

Non Promoters ’ o S
nstitutional 1,300 { S 6_0_;9/_0}
Bodies Corporate {Non Institutional) ] o 3,12,591 ii o _"2-.61% “
Other Public Shareholders 38,19,974 ‘ ) 31.8(3-;%-
Total Non-Promoter’s holding {B) ST - 41,33,865 ! ) 34.47% .
Total (A+8) ' - 11992329 ;i 100.00% |
. i
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d. Financial Performance — HBPL {March 31, 2015} |

Summary of Audited Profit and Loss Account {in Rs. Lukhs) summary of Salance Sheet (In Rs. tukhs)
Total Ince 281.1 815.26 Srhare Capital 1,226.60 1,226.60
Qperating Expensas 134,88 128.05 Reserves & Surpius 10,838.66 10,830.32
EBITDA . 146.23 687.17 Long Term Borrowings 1.35 9.20
Depreciation 3.84 3.57 QOther Non - Current liabilities 10.59 9.54
EBIT 142.39 683.60 Current Liabilities 260.62 4139.36
Finance Cost 27.14 21.66 Total Equity & Liabilities 12,337.82 12,565.52
Profit Before Tax 115.25 661.94 Fixed Assets (Tangible) 22.14 25,98
Tax 34.67 149,32 Other Non - Current Assets 8,282.03 8,536.71 I
Profit after tax 80.58 512.62 Current Assets 4,033.65 4,002.83 |
Cash Profits 34.42 516.1% Total Assets 12,337.82 12,565.52

e. Proposed Capital Reorganisation: |

The management proposes that after giving effect to all the demergers, the issued and paid up equity share capital shall be reduced by recducing the
face value of the equity shares from 1 {one) equity share of Rs. 10 fully paid up to 1 {one} equity share of Rs. 6 each fully paid since such capital shall

no longer be represented by the assets of the company.

Simultaneausly, 5 (five) equity shares of Rs. 6 each _f_gl[y paid up shall be consolidated inlo 3 {three] fully paid- up share of Rs. 10 each fully paid.

5.5, Kothorl Mehto & Co. ( bl \\g\ Confidential
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5.3, HB Stockholdings Limited ("HBSL"}

HB Stockholdings Limited {“HBSL”) was incorporated in 1985 and Is listed on the National Stock ixchange and Bombay Stock Exchange. The company
carries on the activities of investment in securities (Sale and Purchase of Securities). HBSL is registered with Reserve Bank of India as a Non-Banking

Financial Company (NBFC).

a. Company Prefile
® HBSL is a Public Company listad on NSE and BSE.
= The Company has its registered office at Plot Ne. 31, Echelon Institutional Area, Sector 32, Gurgaon, Haryana 122001.
« The Company has arevenue of Rs. 813 Lakh with an EBIDTA of Rs. 546 Lakh {(EBIDTA Margin 67%) and PAT of Rs. 500 Lakh {PAT Margin 61%) as
per the Audited Financials of 2014-15.

h. Capital Structure
Capital Structure — HBSL (March 31, 2015)

Authorized Share Capital

7,00,00,000 Equity shares of Rs.10/- each i 70,00,00,000

3,00,00,000 Redeemable Preference Shares of Rs, 10/- each 30,00,00,000

1,00,00,00,000

Subscribed and Paid up Share Capital

2,37.92,218 Equity shares of Rs.10/- each fully paid up T 23,79,22,180
MBI

7
Add: Forfeited shares- 16,51,039 Equity Shares {originally paid up) {: \
Wy DEDH 1‘

L

54,31,643 ‘

‘\k { /’/ ‘ 24,33,53,823 | 7

Nl ol
S

4 -
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Shareholding Puttern — HBSL {Muorch 31, 2015)

Promoters
| —

Promoter and Promaoter Group {A) B 1,26,61,121 E 53.22%

Non Promoters |
Institutional P 28,790 0.12%
Bodies Corporate {Non Institutional) 20,41,662 o 8.58%
Other Public Skareholders 90,60,645 38.08% :
Total Non-Promoter’s holding (B) - 1&1,31,097 46.'&!-3‘;4; .

Total (A+8B) 7 2,37,92,218 | 100.00% |

L T AT
: i

5.5, Kothari Mehta & Co,

Confidential

Page 19 of 70




Valuation Repert io determine Shore Exciange RGHo upon the Proposed Resiructluring o 115 Uroup o - o L ,
" REPOTL LG GORCTIT e GO L EARIIGRYE MUV i o e o IOy D TR e S |

d. Financial Performance — HBSL

Summary of Audited Profit and Loss Account (In Rs. Lakhs) Summary of Bolance Sheet fin Rs. Lokhs]

|
Total Income 813.27 1,469.06 Share Capital 2,433.54 2,433.54 ‘
Operating Expenses 267.60 318.03 Reserves & Surplus 11,082.92 10,583.38 ‘
EBITDA 545.67 1,151.03 Long Term Borrowings - -
Depreciation 22,25 9.36 Other Non - Current labilities 513.68 881.83
EBIT 523.38 1,141.67 Current Liahilities 420.72 533.94
Finance Cost 18.56 16.45 Total Equity & Liabilities 14,450.86 14,432.69
Profit Before Tax 504.82 1,125.22 Fixed Assets (Tangible) 32.13 53.96
Tax 5.28 126.42 Cther Non - Current Assets 10,792.05 10,457.33 }
Profit after tax 499.54 998.80 Current Assets 3,626.68 3,921.40 I
Cash Profits 521.83 1,008.16 Total Assets 14,450.86 14,432.69 |

e. Proposed Capital Reorganisation:

The management proposes that after giving effect to all the demergers, the issued and paid up equity share capital of HBSL shall be reduced by
reducing the face value of the equity shares from 1 (one) equity shares of Rs. 10 fully paid up to 1 (one} egquity share of Rs. 3 each fully paid since 5uc|_1__ )

capital shall no langer be represented by the assets of the company.

o —

Simultanecusly, 10 (ten) equity shares of Rs. 3 each Ful!y;p‘al,d%shall be consolidated into 3 {thraa) fully paid- up share of Rs. 10 each fully paid..
o mem
b A RS i
) (’IIF(\_‘}RUH \\ SN =_,-‘Z-‘“
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5.4. Investment Division 1

lnvestaent Division 1 of H3 Stockholdings Lid. 1s propuased te be demarged to SR Prrtintin Lt [Demerger L1 The siatament o7 assets sl latnlities ot e

division as per the data provided by the Management of the Group for the year ending 315t March 2015 1s as follews {in Rs. Lakhs]:

Liabilities 360

5.5. Investment Division 2

Investment Division 2 of HB Stockholdings Ltd, is propased to be demerged to HB Estate Developers Limited Ltd. (Pemerger 2}). The statement of assels

and liabilities of the division as per the data provided by the Management of the Group for the year ending 31st March 2015 is as follows {in Rs. Lakhs):

Assets 3604.00

Liabilities 4.17

5.6. Investment Division 3

Investment Division 3 of HB Portfolio Ltd. is proposed to be demerged to HB Estate Developers Limiled Ltd. (Demerger 3), The statement of assets and

liabilities of the division as per the data provided by the Management of the Group for the year ending 31st March 2015 is as follows {in Rs. Lakhs):

Assets 7202.50 AN
wfof VY
Liabilities 354 w@)
S v
% 5
N S s
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6. Objective of this Report:

The objective of this Report is to determine the Share Exchange Ratio upon the Restructuring as proposed by the Management of the HB Group. The
management has recommended settling the consideration by issue of new Equity Shares. The shares will be issued based on the valuation of the businesses of

the respective Resulting Companies and the Demerging Undertakings.

7. Rationale of Demerger

e The restructuring proposed by the Management will enable investors to separately held investment in businesses with different investment
characteristics, thereby enabling them to select investments which best suit their investment strategies and risk profiles.

* Inorder to effectively and efficiently cater to the independent growth plans both through organic and inorganic means, for each of the businesses of the
Transferor Company, there is a requiremeant of diversification and continuous funding support through equity and debt. In view of this, the Management
proposes to re-organize the business of the Demerged Company in order to facilitate greater efficiency in cash managemenl and excess of cash flow
generated to maximize shareholders’ value, Therefore, it is proposed to demerge various Demerged Undertakings, heing the Investment Bivisions for
different asset types of the Demerged Companies and transfer and vest the same in different Resulting Companies.

* The demerger shall facilitate the running of the other Investment business of the Demerged Company with a greater and focused approach. Further, the
demerger shall help to create a focused Investment company.

» This reorganization and segregation of the businesses, is indispensable to provide focused management attention and leadership required by the
business which is to be segregated and demerged as also by the residual business.

* Also it is believed that the proposed segregation will create enhanced value for shareholders and allow a focused strategy in operations, which would be
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8. Valuation Methodology

The valuation methodology to be adopted varies from case to case depending upon different factors affecting valuation. The basis of valuation would depend

upen the purpose of valuation, the type cf business, the future prospects and other attendant circumstances.

Different methodologies are adopted for the valuation of manufacturing, investment, consultancy and trading companies, Investment and property companies
are valued based on the market value or fair valua of their underlying assets while manufacturing companies are velued in relation to profits from business and

relative value of assets with greater weightage to profits.

However, the value is specific to the point in time and may change with the passage of time. The value is derived in the context of existing environment that
includes economic conditicns and state of industry/market etc. on the appointed date of valuation, Different methodologies used for the purpose of valuaticn

dre;

8.1, ASSET APPROACH (ADJUSTED NET ASSET VALUE METHOD) {ASSET APPROACH} (NAV):

This methodology is likely to be appropriate for a business whose value derives mainly from the underlying vatue of its assets rather than its earnings, such |
as property holding and investment business. This method may also be appropriate for a businass that is not making an adequate return on assets and for
which @ greater value can be realized by liguidating the business and selling its assets. This methodology can also assume the amount which can be
realized by liquidating the business by selling off all the tangible assets of a company and paying off the liahilities.

Some of the mast common technigues of valuation considered under this approach are to value a business entergrise on the following bhasis -

4. Book value: This 15 simply a value based uponfth"e“.accdunting books of the business. In simple term, Assets less liabilities equals the owners' equity,
ST ; -

which is the "Book Vaiue" of the business. ’_ o v I
('.‘! nefy o A ‘
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b. Adjusted book value: This method involves reviewing each and every assets and liabilities on the company’s balance sheet and adjusting it to reflect its

estimated market value The unrecorded and contingent liabilites are alse cansiderad at their fairly ostimated valua

c. Replacement value: The asset valuation methodology essentially estimates the cost of replacing the tangible assets of the business taking inte account
the market value of various assets or the expenditure required to create the Infrastructure exactly similar to that of a com pany being valued. Since the

replacement methodolegy assumes the value of business as if a new business is set, this methodology may not be relevant in 2 going concern.

As specified by Para 4.2 Page 21 of ICAl Technical Guide on Valuation, 2009 Edition, we are to state Lhat:-

“Asset basis has to be used for valuation for certain specific purposes, e.q., speciel provisions of various tox laws. it may be appropricte to value shares on
asset basis under many other circumstences, the more important of which are mentioned below:

a. In cases where there Is paucity of information about profits that would serve os @ basis of voluing shares;

b. Other circumstances, such gs, when it is intended to liquidate the company ond to reaiise the ussets and distribute the net proceeds among

shareholders.”

8.2. |NCOME APPROACH
The Income Approach derives an estimation of value based on the sum of the present value of expected economic benefits associated with the asset or
business {(Economic benefits have two components: cash flow {or dividends) and capital appreciation). The Income Approach includes number of madeis
such as Profit earning capacity value methed, Discounted Cash Flow and others,
‘ a. Profit earning capacity value methed:
; The basics of this approach is to find the normalized earning capacity of the business and to capitalize it on the basis of appropriate rate considering the
i business fundamentals of business cycle, safety, returr and time. In Lhis method, future maintainable profit of the company is caleulated, Alternately,
1 an appropriate multiple can be used with the no_r_paahzed earnings to arrive at fair estimation of business value {Market Price per Share “MPS") q{ .
j ' 4]
|
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The important task is to determine two factors:

~  Marmalized Profit After Tax (FATY and

» Rate of capitalization or multiple for capilalization.
The average annual maintainable PAT should be representative and is generally determined based cn average past earnings, or future projected
earnings where the past earnings are not representative of the future earning potential of the business.

The capitalization rate is taken based at P/E Multiple (MPS/EPS} of the industry on the rate of return expected by the equily shareholders of the

company.

b. Discounted Free Cash Flow Method (GCF}

DCF methodalogy expresses the present value of a business as a function of its future cash earnings capacity. This methodology involves estimation of

post-tax cash flows for the projected period, after taking into account the business’s requirement of reinvestment in the terms of capital expendilure

and incremental working capital. The value of a business so measured is discountad to the present time at an appropriate discount rate. This method is
used to determine the present value of a business on a going concern assumption.

s  When valuing a business on a DCF basis, the objective is lo determine a net present value of the cash Fflows arising from the husiness over a
future select period of time, which is called the explicit forecast period.

¢ Under the DCF methodology, value must be placed both on the explicit cash flows as stated above, and the ongoing cash flows a company will
generate after the explicit forecast period known as terminal value.

* The discount rate applied 1o estimate the present value of free cash flows, is taken at the “Weighted Average Cosl of Capital” (WACC).The
principal elements of WACC are cost of equity (which is the desired rate of return for an equity investor given the risk profile of the company and
associated cash flows), cost of preference, the post-tax cost of debt and the current capital structure of the company {a funclion of debl to
equity to Preference ratio).

* Value obtained by using DCF method gives us the Enterprise Value; and adjustment for the loans and Preference Capital as on the valuation date

gives us the Equity Value.
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This method is generally used when there is reasonable certainty on the timing, quantum and quality of the cash flows, which has its clese coupling
with the underlying assets {e.g. in case of a manufacturing corpany). It is the most camrmonly used valuation technique, and is widely accepted by

valuers because of its intrinsic merits.

As specified by Para 2.1 and Para 2.2 on Page 4 of ICAl Technical Guide on Valuation, 2009 Cdition:-
" 2.1 The potential earning power of a company is generolly a paramount [actor for valuation of share but there may be occasions, especielly in
valuations for compensation, where other considerations become relatively more important, in the absence of any other special mative, an investor is

principaily interested in o company’s ability to continue earning profits.

2.2 The dominance of profits for voluation of share was emphasised in McCathies case (Taxation, 69 CLR 1) where it was said that “the rea! value of
shares which a deceased person hofds in o company at the date of his death will depend more on the profits which the company has been making and
should be capable of making, having regard to the nature of its business, than upon the amount which the shares would realise on liquidation”. This has
had the approval of the Indian Courts in Commissioner of Wealth Tax v. Mehadeo Jalan’s case (5.C.) (86 ITR 621) and Additional Commissioner of Gift
Tax v. Kusumben O. Mohadevia (5.C.) {122 ITR 38"

8.3 VALUATION OF SURPLUS ASSETS

In case company helds any asset which is surplus to its business and expansion plans, and they are material in gquantum, then such assels are to be valued

at its estimated net realizable value instead of book value, Value of such surplus assets are then added to the cverall valuation of the company.
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The valuer has to selecl a method which relates to the nature of the husiness. These methods could he an “Asset based approach”, “Income hasecd apnraach™
“market multiplier”, etc. The underlying assumption is mostly that of a going concern. Maintainable profit capacity and cash flow basis are cruciai to manufacturing

and service sectors. While realizable values are important for Investment Business.

9. The valuation methodology adopted for the valuation of Demerger 1, i.e., Demerger of Investment Division 1 from HB Stockholdings Ltd. into HB Portfolio

Ltd. as on the Opening Hours of April 1, 2015.

9.1. Valuation of Investment Division 1

Investment Division 1 will be demerged from HBSL to HBPL. The Adjusted Net Asset Value Method approach has been followed to arrive at the value of the

Division. The different classes of assets & liabilities have been valued based in the following manner:

a. Investment in Quoted Equity Shares [Trade)

The quated equity shares in the division have been valued at the closing market price of shares on BSE as on March 31, 2015. In case where there is no

trading in such shares on BSE, then the rates of shares on BSE as on a date immediately preceding has been taken.

b. Investrment in Unguoted Equity Shares (Other than Trade)

The unquoted equity shares In the division have een valued by calculating Lhe Adjusted Net Asset Yalue as per the Audiled Balance Sheet of Invustee
Companies (along with the Auditors Report} signed by the Statutory Auditor and the Management of the Investee Company for the financial year
ending 31st March 2015, At the time of calculating the Adjusted Net Asset Value for different investee companies, any advances/investments given or

made by Investee Company have been considered good n the absence of any adverse note or provision in the Audited Balance Sheet of the Investee

Company as provided by the Management of the HB Group. Further for such calculations we have restricted ourselvas enly to the balance sheets of the

companies ferming part of the division.
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The Equity Share Application Money has been valued at the Book Value as appearing in the Audited Balance Shaot of MBRL for the financial year undig

i

¢. Advance Given for Equity Shares Application Money

March 21, 2015, The financial health of tha Invesies Company, au per the Audited Balance Shests (atong with the Aaditors Repori signed Dy the
Statutory Auditor and the Management of the Investee Company for the financial year ending 31* March 2015, has also been taken into consideration
while valuing such Investments. At the time of calculating the Adjusted Net Asset Value for different investee companies, any advances/investments
given or made by Investee Company have been considered good in the absence of any adverse note or provision in the Audited Balance Sheet of Lhe
Investee Company as provided by the Management of the KB Group. Further for such calculations we have restricted ourselves only to the balance
sheets of the companies forming part of the division. In case the Investee Company is having 2 negative net worth or the assets of the companies are

not in a pasition to cover such share application money, then value is taken as nil.

d. Other Assets and Liabilities

Other assets and liabilities which are being transferred as a part of the Division in Demerger 1 are valued based upon the Book Value as per the Audited ‘

Balance Sheet of HBSL for the financial year ending March 31, 2015.

Therefore, on the basis of above mentioned factors, the Fair Value of investment Division 1 of HBSL as per Adjusted NAV Method works out to Rs.

5,313 Lakhs. {Refer Annexure | for details)

9.2. Valuation of HBPL

HBPL, the Resulting Company for Demerger 1 is engaged in the business of Investment and Finance Business. Since the profitability frem such Investment
businass cannot be predicted due to volatility of the markets, Profitability Method is not used. The past revenue performance also does ngt provide any

trend of earnings in the future, Therefore, as valuers we have decided not to rely on prejected earnings for DCF.

In an American case of Edwin A Gallun v IRC (1974) 33 TCM 1316, [in “Practical Share valuation” by Mr. Nigel A Eastaway and Mr. Harry Booth on Poge

LT . S BREINY
. . , AN
! -'—ﬂ!’ri:w i N s - - ,_' I

137), where a company was primarily an investment company, it was observed -
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of the earnings or dividends which would hove been more approprivte had the company been mainly o trading company.”

Considering the Volatility in the Investment Market, the company is valued as per the Net Assets owned by the Company as on the Opening hours of April

1, 2015, The assets & liabilities have been valued based on the following:

a. Investment in Quoted Equity Shares (Trade)

The quoted equity shares in the division have been valued at the closing market price of shares on BSE as on March 31, 2015. In case where there is no

trading in such shares on BSE, then the rates of shares on BSE as on a date immediately preceding has been taken.

b. Investmentin Unguoted Equity Shares (Other than Trade}

The unquoted aquity shares in the division have been valued by calculating the Adjusted Net Asset Value as par the Audiled Balance Sheet of Investee
Companies (along with the Auditers Report) signed by the Statutory Auditor and the Management of the Investee Company for the financial year
ending 31st March 2015. At the time of calculating the Adjusted Net Asset Value for different investee companies, any advances/investments given or
made by Investee Company have been considered good in the absence of any adverse note or provision in Lhe Audited Balance Sheet of the Investee
Company as provided by the Management of the HB Group. Further far such calculations we have restricted ourselves only to the balance sheets of the

companies forming part of the division.

c. Investment in Debentures

The investment in Redeemable Debenlures has been valued at the Redemption Value of such debentures. Further investment in Convertible
Debentures, which are due for conversion into quoted equity shares within a span of one year, have been valued at the past one year average of price

of such quoted shares on BSE.
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d.

The Mutual Funds have been valued at the closing NAV of the Mutua! funds as on March 31, 2015

Investrnents in Mutual Funds

. Investment in Preference Shares

The Preference Shares have been valued at the Paid up Value of the Preference Shares as adjusted by the Actual Yield/Expected Yield. The Expected
Yield is the rate of dividend which is expected by the Investor from the Investment. The post-tax Expected Yield has been assumed to be at 9%. The
Value of the shares has further been discounted by 20% in situations where the investee company has not been paying dividend in the past years.

The financial health of the Investee Company, as per the Audited Balance Sheets {along with the Auditors Report) signed by the Statutory Auditor and
the Management of the Investee Company for the financial year ending 31* March 2015, has also been taken into consideration while valuing such
Investments. At the time of analysing the financial health for different investee companies, any advances/investmeants given or made by Investee
Company have been considered good in the absence of any adverse note or provision in the Audited Balance Sheet of the Investes Company as
provided by the Management of the HB Group. Further for such calculations we have restricted ourselves only to the balance sheets of the companies

forming part of the division.

Preference Shares Application Money

The Preference Share Application Money has been valued at the Book Value as appearing in the Audited Balance Sheet of HBPL for the financial year
ending March 31, 2015, The financial health of the Investee Company, as per the Audited Balance Sheets {(@long with the Auditors Report] signed by the
Statutory Auditor and the Management of the Investze Company for the financiai year ending 317 March 2015, has aiso been taken inte considerauan
while valuing such Investments, At the time of analysing the financial health for different investee companies, any advances/investments given ar made
by Investee Company have been considered good in the absence of any adverse note or provision in the Audited Balance Sheet of the Investee
Company as provided by the Management of the HB Group. Further for such calculations we have restricted curselves only to the balance sheetsrgfrthe

companies farming part of the division
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g Lowns and Advances given by HBPL ‘

The Loans & Advances have been valued at the Book Value as appearing in the Audited Balance Sheet of HBPL for the financial yaar ending Marcin L.
l 2015. The financial health, of the campanies to which advances have been made by HBPL, as per the Audited Balance Sheets (along with the Auditors
Report) signed by the Statutory Auditor and the Management of such Company for the financial year ending 317 March 2015, has also been taken into
consideration while valuing such investments. At the time of analysing the financial health for such companies, any advances/investments given or
made by such Company have been considered good in the absence of any adverse note or provision in the Audited Balance Sheet of the Investee
Company as provided by the Management of the HB Group. Further for such calculations we have restricted ourselves only to the balance sheets of the

companies forming part of the division.

In case, the assets of the investee company are not considered adequate to repay such advances, the advances have been valued on the basis of

Realisabie Amount as per the Avdited Balance Sheet of such company for the financial year ending March 31, 2015

h. Other Assets and Liabilities

Other assets and liabilities are valued based upon the Book Value as per the Audited Balance Sheet of HBPL for the financial year ending March 31,

2015.

i, Contingent Liability
The HBPL is having Contingent Liakilities amounting to INR 1,625 Lakiy as per the audited balance sheet of Financial Year ending March 31, 2015. such

contingent liabilities are considered in the following manner —

* Guarantees given on behalf of subsidiary company amecunting INR 1500 Lakh - While valuing the HBPL, it has been assumed that 50% of such
contingent liability will be ascertained (keeping in mind Prudence) and the effect of the same has heen considered in our valuation.

+ Uncalled call money in respect of partiy paid up amounting to INR 125 Lakh — The contingent liability is for partly paid up shares. If the Investee

Company raises a demand for such unpbid share in future, it will lead to creation of assels. So, such contingent liability has been ignored in our

i valuation.
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The values so arrived are summed up to get the Total Enterprise or Firm Valua of the company as a whoele. From this value, the entire debt cutstanding

and Preference Capital as on ths valuation date is reduced to arrive at equity value which works out to Rs. 10,781 Lakhs, {Refer Annexure | for details)

10.The vaiuation methodology adopted for the valuation of Demerger 2, i.e., Demerger of Investment Division 2 from HB Stockholdings Ltd. into HB Estate

Developers Ltd. as on the opening hours of April 1, 2015,

10.1. The valuation of Investment Division 2

Investment Division 2 will be demerged from HBSL to HBEDL, The Adjusted Net Asset Value Method approach has been followed to arrive at the value of

the Division. The different classes of assets & liabilities have been valued basad in the following manner:

a. Investment in Preference Shares

The Preference Shares have been valued at the Paid up Value of the Preference Shares as adjusted by the Actual Yield/Expected Yield. The Expected
Yield is the rate of dividend which is expected by the Investor from the Investment. The post-tax Expected Yield has been assumed tc be at 9%. The
Value of the shares has further been discounted by 20% in sitvations where the investee company has not been paying dividend in the past years.

The financial health of the Investee Company, as per the Audited Balance Sheets [along with the Auditors Report) signed by the Statutory Auditor and
the Management of the Investee Company for the financial year ending 31st March 2015, has also been taken into consideration while valuing such
Investments. At the time of analysing the financial health for different investee companies, any advances/investments given or made by Investoe
Company have been considered good in the abence of any adverse note or provision in the Audited Bainnce Sheet of the Invesiee Compdny s
provided by the Management of the HB Group. Further for such calculations we have restricled curselves only to the balance sheels of the companies

forming part of the division.

&
&

2
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b. Preferonce Shares Application Money

The Preference Share Application Money has been valued at the 3ook Yalue as appearing in the Audited 3alance Shezt of BBSL for the finandial oo
ending March 31, 2015. The financial health of the Investee Company, as per the Audlited Balanca Sheets {along with the Auditors Report) signed by the
Statutory Auditor and the Management of the Investee Company for the financial year ending 31" March 2015, has also been taken into consideration
while valuing such Investments. At the time of analysing the financial health for different investee companies, any advances/investments given or made
by Investee Company have been considered geod in the absence of any adverse note or provision in the Audited Balance Sheet of the Investee

Company as pravided by the Management of the HB Group. Further for such calcutations we have restricted ourselves only to the balance sheets of the

companies forming part of the division

¢. Other Assets and Liabiiities

Other assets and liabilities which are being transferred as a part of the Division in Demerger 2 are valued based upon the Book Value as per the Audited

Balance Sheet of HBSL for the financial year ending March 31, 2015.

Therefore, on the basis of above mentioned factors, the Fair Value of Investment Division 2 of HBSL as per Adjusted NAV Method works cut to Rs.

3,420 Lakhs. (Refer Annexure Il for details)

10 2. Valuation of HREDL

HBEDL, the Resulting Company for Demerger 2, is engaged in the Hotel Business, Real Estate and Financial Service Business. Due to diversified portfolio,
we have valued the Company on Sum of The Parts basis (“SOTP”}. It is also called Segmental Value method. In this methed, individual operating

segments/assets of the company are valued as a separate business activity done by adopting an appropriate valuation approach:

-
S
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a. Hotel Business
The nanagement of Hie hoto ]y with the Indian Hutels Tumpany Lid. (Tajh The hotel commiencad the ful-fadaod connmieroial oparations «.o & st

April 2013.The weighted average value of the Hotel business of HBEDL has been ascertained using Discounted Cash Flow method and Book valup

method,

i Discounted Cash Flow Method:

The value of hotel business of HBEDL as per the Discounted Cash Flow Method has been calculated based on assumptions and business plans

provided by the management, using Free cash flow to Firm approach as given below —

» Free Cash Flow
Explicit Period: FY 2015-16 to FY 2024-25
Perpetual value: The perpetuity value has been calculated on the basis of financials of FY 24 -25,
Itis substantiated from the quotation from Page 7 & 8 of “Technical guide on Share Valuation, by The Institute of Chartered Accountants of
India, Published in Year 2009 -
“Cash flow should reasonably capture the growth prospects and earnings copability of o company. The forecusted periad should necowiiy

cover the entire business cycle of a company”

| * Discounting factor
In determining the present value of the cash flows that are available to firm, the discount rate used is cost of capital of the entity, i.e. WACC.

This reflects the opportunity cost of the Company. WACC is arrived at by using the following formuia:
WACC = (Cost of Equity * Shareholders Funds/ Total Funds) +
{Cost of Preference * Preference Share Capital/ Total Funds) +

{Cost of Interest Bearing Debt ¥ Interest Bearing Debt/ Total Funds)
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s Cost of Equity

The cost of equity has been determined by using Capital Asset Pricing model (CAPM). This has been compuled as follows:

Cost of equity = Rf + [Rm — Rf] {Beta)

Where,

Rf denotes risk free rate of return as per the "Public Debt Management Quarterly Report” for the quarter ending June 30, 2015 which is

7.87%.

Bm denotes return on diversified market pertfolio return. Rm is considered 16.93% which has been the market rate of relurn on Bombay

Stock Exchange from April 1, 1979 te March 31, 2015.

Beta represents the systematic risk associated with investments. It is assumed that for shareholders the substitute opportunity for

investment would be investment in SENSEX. Hence, we have assumed the shareholders’ expectation equal to the market return (based on

the return on BSE from 1979 till date).

Accordingly, in order to calculate the cost of equity, we have considered the Beta as 1.36 i.e. equal to the beta for market return based upon

the comparable of HBEDL being a Hotel Cwning Company. We have taken a weighted average of the beta of the following comparable

companies to calculate the Industry beta -

1.
2.
3.

4.

Asian Hotels{(West) Ltd.
Asian Hotels{East) Ltd.
Asian Hoteis{Naorth) Ltd.

Oriental Hotels Ltd.

(= oo 12

Foriwdis
A £
)‘p_‘

A
t
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v

5.5 Kothari Mehto & Co.

Confidentiaf

Page 35 of 70




°

Cost of Debt

The cost of interest bearing debt has been computed considering post tax cost ol debt of the company, The company in the light of Lhe
recent continuous reduction in the interest rales has renegotiated its Interest rate. The renegotiated interest rate of 12.50% and an effect o
Tax Shield have been taken. HBEDL expects to earn Income liable to Minimum Alternate Tax {MAT) @ 20.9605%. The company also has
Interest Free Inter Corporate Loans, which have been ignored for the calculation of cost of Debt. Based on these assumptions, effective cost
of debt works out to 9.88%.

Cost of Preference

The cost of Preference has been computed considering Post- CDT cost of Preference of the cempany. The dividend rate at 9.00% as per Lhe
existing Preference of the company and an effect of DDT has been taken. Based on these assumptions, effective cost of Preference works

out to 10.84%.

Cost of Capital
The WACC, considering the Fund Structure of the company as on March 31, 2015, has been worked out to he 11.73%, which has heen

rounded off to 12% for the purpose of the valuation.

* Value in Perpetuity

The perpetuity value is the value of the business beyond the explicit forecast period. The last year free cash flows (FY 2024-25} have beon
considered for the purpose of computing perpetual value. A growth rate of 3% has been considered i the perpetuity for the purpose of

computing perpetuity value.

Therefore, on the basis of above mentioned factors, the Enterprise Value of Hotel Business of HBEDL as per DCF Method works out to Rs,

45,995 Lakhs. {Refer Annexure 1l for details).
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i, Net Assei Value approach:
The ather approach which has been used to value the Hotwel Business of HBEDL 15 the Met Asset Mothod, All the assets and liabilities paet b
to the Hotel Business have been valued at the vaiues appearing in the Audited Balance Sheel of HBEDL for the financial year ending March 31,
2015.

Therefore, on the basis of the book value method, the Enterprise Value of Hotel Business of HBEDL works out to Rs. 41,311 Lakhs. (Refer
Annexure ! for details) ;

Considering the fact that the Hotel Business is intended to be continued on a ‘going concern’ basis without any intention to dispose off the assets
and that the Future Earnings in Hotel Industry give a more appropriate value than the Book Value, we have considered it appropriate to give
weightage of ‘2’ to the value determined using ‘Discounted Cash Flow approach’ and weightage of 1’ to value determined using ‘Book Value
approach’. i

Accordingly, the Weighted Average Enterprise value of Hotel Business of HBEDL works out to be Rs. 44,434 Lakhs. {Refer Annexure 11 for details)

b. Real Estate Properties held as stock in trade '

HBEDL is having the following Real Estate properties which are held as Stock in Trade —

+ Flat No. 306, Il Floor, Regent Chambers, Nariman Point, Mumbai - 21
= Part of Build up Property at | Floor & 11l Floor only at, HB Twin Tower, Netaji Subhash Place, Delhi ~ 110034
* Plot No. 31, Sector — 32, Institutional Area, Gurzaon, Haryana.

The above properties owned by the company, are valued at Fair Value based upon the Chartered Valuer's Certificate as provided by the Management,

¢. Financial Service Business

The profitability from such business cannot be pradicted with raliable accuracy due to volatility of the markets. Alsc the past revenue performance also

does not provide any trend of earnings in the future, Thus DCF methad is not suitable to value Inveslments, Properties and Non-Strategic Investments.
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Mhereiore, as valuers wea nave decided not 1o rely en Inzorme Approach fos wuch business. Such air appraach 15 suppartad by the Tachnicsl Guide on

Valuation issued by iCAiLL

The Investments made by HBEDL are valued on the following basis —

e Investment in Quoted Equity Shares {Trade} — At closing market price on BSE as on 31" March, 2015.

¢ Investment in Quoted Equity Shares (Other than Trade] — Based upon the Value calculaled as per the Adjusted Net Asset Value as per the

audited Balance Sheet of Investee Cecmpanies {along with the Auditors Report) signed by the Statutory Auditor and the Management of the

Investee Company for the financial year ending 31st March 2015,

In case Securities held by HBEDL are suspended from trade on Stock Exchange, then we have considerad the value of those securities at nil value.

d. Other assets and liahilities

Other assets and liabilities are valued based upon the Book Value as per the Audited Balance Sheet of HBEDL for the financial year ending March 31,

2015.

e. Contingent Liability
The HBEDL is having Contingent Liabilities amounting to INR 1,263 Lakh as per the audited balance sheet of Financial Year ending March 31, 2015. Such

contingent liabilities are considered in the foilowing manner -

# Property Tax amounting to INR 78.21 Lakh - It has been assumed that such contingent liahility will be ascertained (keeping in mind Prudence}

and the effect of the same has heen considered in our valuation.

¢ Income Tax Demand amounting to INR 9.43 Lakh — HBEDL has filed for rectification/appeal for income Tax demand with the appropriate

authorities. But it has been assumed that such contingent liahility will be ascertzined [keeping in mind Prudence) and the effect of the same has

e
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been considered in ourvaluation. G fy
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2 Shows Cause MNoticz from Delhi Davelopment Authority demanding 2 sun of IMR_2658.63 Lakh — HBEDL has fileed a writ petition m Hon'hle =ligh

Court against such demand From DDA. But it has been 2ssumed that such contingent ilability will be ascertained (keeping in mind Prudence]
and the effect of the same has been considered in our valuation.

o Clajm against the company not acknowledged as debt amounting to INR 277.55 Lakh

«  Letter of Credit/Bank Guarantee issued by bank INR 638.69 Lakh — The contingent liability is for Letter of Credit/ Bank Guarantee. The same as

been ignored cansidering their requirement in the norma! course of business and the positive net worth of the company.

The values so arrived are summed up to get the Total Enterprise or Firm Value of the company as a whole. From this value, the entire debt outstanding

and Preference Capital as on the valuation date is reduced to arrive at Fair equity value. The value works out to Rs. 9,653 Lakhs. (Refer Annexure |l far

details)

Investment in preference shares of HBEDL by HBSL amounting to INR 750 Lakhs shall stand cancelled after Demerger 2 coming into effect and

immediately after issuance of the Equity shares of HBEDL to the shareholders of HBSL.

11.The valuation methodology adopted for the valuation of Demerger 3, i.e., Demerger of Investment Division 3 from HB Portfolio Ltd._into HB Estate

Developers Ltd. as on the opening hours of April 1, 2015 as adjusted for transfers as contemplated in the proposed restructuring.

11.1. The valuation of Investment Division 3

Investment Division 3 will he demerged from HBPL to HREDL. The Adjusted Net Asset Value Method approach has been followed to arrive at the fair value

of the Divisien. The different classes of assets & liabilities have been valued based in the following manner:

a. Investment in Preference Shares

The Preference Shares have heen valued at the Paid up Value of the Preference Shares as adjusled by the Actual Yield/Expected Yield, The Expected

Yield is the rate of dividend which is expected by the Investor from the Investment. The post-tax Expected Yield has been assumed to be at 9%. The

value of the shares has further been discounted b Y 20% in situations where the investee company has not been paying dividend in the past years,
H\\
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The financial health of the Invastee Campany, as par tha Audites 8zlance Sheots [along wilh the Auditors Beport) sianed by the Statutory dudivor 1l
the Managemant of the Investee Company for the financial year ending 31st March 2015, has also been taken into consideration while vaiuing such
Investments, At the time of analysing the financial health for different investee companies, any advances/invesimsanis given or made by Inveslew
Company have been considered good in the absence of any adverse note or provision in the Audited Balance Sheet of the Investee Company as
provided by the Management of the HB Group. Further for such calculations we have restricted ourselves only Lo the balance sheets of the companies

forming part of the division

. Preference Shares Application Money

The Preference Share Application Money has been valued at the Book Value as appearing in the Audited Balance Sheet of HBPL for the financial year
ending March 31, 2015. The financial health of the Investee Company, as per the Audited Balance Sheets (along with the Auditors Report) signed by the
Statutory Auditor and the Management of the Investee Company for the financial year ending 31% March 2015, has also been taken Into consideration
while vatuing such Investments. At the time of analysing the financial health for different investee companies, any advances/investments given or made
by Investee Company have been considered good in the absence of any adverse note or provision in the Audited Balance Sheet of the Investee
Company as provided by the Management of the HB Group. Further for such calculations we have restricted ourselves only to the balance sheets of the

companies forming part of the division

. Loans and Advances given by HBPL

The Loans & Advances have been valued at the Book Value as appearing in the Audited Balance Sheel of HBPL for the financial year ending March 31,
2015. The financial heaith, of the companies to which advances have been made by HBPL, as per the Audited Balance Sheets (along with the Audilors
Report) signed by the Statutory Auditor and the Management of such Company for the financial year ending 31st March 2015, has also been taken into
consideration while valuing such Investments by way of loans and advances. At the time of analysing the financial health for such companies, any
advances/investments given or made by such Company have been considerad good in the absence of any adverse note or provision in the Audited
Balance Sheet of the Investee Company as provided by the Management of the HB Group. Further for such calculations we have restricted ourselves

only to the balance sheets of the companie?mmg;pa\rt of the division.
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11.2.

v o @

In case, the assets of the investes company ara not considered adequate o repay such advances, the advances have beer valued on the basic of

Realisable Amount as per the Autiited Balance Sheet of such company for the financial year cnding Mardh 31, 2015,

d. Other Assets and Liabilities

Other assets and liabilities which are being transferred as a part of the Division in Demerger 3 are valued hased upon the Book Value as per the Audited

Balance Sheet of HBPL for the financial year ending March 31, 2015.

Therefore, on the basis of above mentioned factors, the Fair Value of Division 3 of HBPL as per Adjusted NAV Method works out to Rs. 6,283 Lakhs.

{Refer Annexure 11 for details}

The valuation of HBEDL

HBEDL, the Resulting Company for Demerger 3, is engaged in the diversified portfolio as mentioned garlier. S0, we have valued the Company on Sum of
The Parts basis {“SOTP") or Segmental Value method. While valuing HBEDL for Demerger 3, the Value of Division 2 demerging from HBSL to HBEDL has also

been considered along with the Investmenis cancelled in the Demerger 2.

In this method, individual cperating segments/assets of the company are valued as a separate business activity done by adopting an appropriate valuation

approach:

a. Hotel Business

The value as calculated in Clause 10.2 after taking the effect of cancellation of Preference Shares as per the Demerger 2.

b. Real Estate Properties held as stock in trade o

A

i
[FILISSY dw ATl
The value as calculated in Clause 10.2. }

T
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i ¢. Investments of HBEDL

The value as calculated in Clause 10.2.

d. Other Assets and Liabilities

The value so calculated in Chapter Clause 10.2.

e. Contingent Liability
The value so adopted in Chapter Clause 10.2.

f. Division 2 demerged from HBSL to HBEDL

The velue as calculated in Clause 10.1 after taking the effect of cancellation of Preference Shares as per the Demerger 2.

The values so arrived are summed up to get the Total Enterprise or Firm Value of the company as a whole. From this value, the entire debt outstanding
and Preference Capital as on the valuation date is reduced to arrive at Fair equity value which works out to Rs. 13,073 Lakhs. (Refer Annexure [It for

details)
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12. Swap ratio is the ratio at which the shareholders of Demerged Company will recoive Faoiry shacae in Resultieg Company porsiant to Demargos v o

Provisions of Section 2(15AA) of the Income Tax Act, 1961,

13. Computation of Share Exchange Ratio

Based on the Value Assessment as conducted in previous chapters of this Report, Swap Ralio for issue of Equity Shares upon the Proposed Demerger is

recommended helow -

13.1. Demerger 1 {Demerger of Division 1 from HBSL to HBPL) —

The fair Value Assessment for Demerger 1 has the following components:

» Valuation of Division 1 of HBSL;

« Valuation of HBPL.

Fair Value (INR Lakhs) : 5313 10.781 |
Number of Shares (As on appointed Date) 237.92,218 119,592,329 |
Face Value (INR) 10 | 10

Equity Value Per Share [INR) 22.33 | 89.90 |

Share Exchange Ratio

25 Equity Share of Rs.10 fully paid up of HBPL are recommended be issued for every 100 Equity Shares of Rs.10 fully paid of HBSLas a ‘

. ! . . A
consideration of Demerger 1 as on the Appointed Date of April 1, 2015. ‘«\\"“—m J
*Fractions have been ignored for the purpose of above calculation {“( vl Geow A ;
wh B - 1§
\c\ J R
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Rs.10 fully paid up of HBPL for avery 100 Equily Shares of Rs. 10 fully paid of ABSL is fair and equitable ior the equity shareholders of both the campan.,

on all parameters specified in this report.

13.2. Demerger 2 (Demerger of Division 2 from HBSL to HBEDL) —

The fair Value Assessment for Demerger 2 has the following components:

= Valuation of Division 2 of HBSL;

« Valuation of HBEDL.

Fair Value [INR Lakhs) 3,420 ]

Number of Shares {As on appointed Date) 237,92,218 161,38,287

Face Value (INR) 10 i 10 i
Equity Value Per Share {INR) 14.38 5981 !

Share Exchange Ratio
24 Equity Share of Rs,10 fully paid up of HBEDL are recommended for every 100 Equity Shares of Rs.10 fully paid of HBSL as a consideration of

Demerger 2 as on the Appointed Date of April 2, 2015.

*Fractions have been ignored for the purpose of above calculation

Taking into consideration the value per share of the Division 2 and Resulting Company, we recommend that share exchange ratio of 24 Equity Share of

Rs.10 fully paid up of HBEDL for every 100 Equity Shares of Rs.10 fully paid of HBSL is fair and eguitable for the equity shareholders of both the companies
P A . _:_.'.

on all parameters specified in this report.
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12.3. Demerger 3 (Demerger of Division 3 from H2PL to HBEDL) -
The fair Value Assessment for Cemerger 3 has the following components:

= Valuation of Division 3 of HBPL after taking the effect of Demerger 1;

+ Valuation of Resulting HBEDL after taking into effect, of Demerger 2 and subsequent cancellation of inter Company shareholdings.

Fair Value (IMR Lakhs)

Number of Shares {As on appointed Date)* 179,40,384 218,48,419 ‘

|
Face Value (INR} 10 10 }
Equity Value Per Share {INR) 35.02 59.84

Share Exchange Ratio

59 Equity Share of Rs.10 fully paid up of HBEDL are recommended for every 100 Equity Shares of Rs.10 fully paid of HBSL as a consideration of

Demerger 3 as on the Appointed Date of April 3, 2015. |

*Fractions have been ignored for the purpase of above calculation
*Number of shares of HBPL is taken as on appointad date for Demerger 3, i.e. after considering the number of shares issued 1o the shareholders of HBSL in
Demerger 1. Similarly, shares issued pursuant to Demerger 2 have been considered for calculation number of shares of HBEDL.

Taking into consideration the value per share of the Division 3 and Resulting Company, we recommend that share exchange ratio of 59 Equity Share of
! Rs.10 fully paid up of HBEDL for every 100 Equity Shares of Rs.10 fully paid of KBPL is fair and equitable for the equity shareholders of both the companies

R
. . . R X
on all parameters specified in this report. 49“/"'“\5\
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14.We opine that share exchange ratio recommended above is fair to all st and fustifind aa Al tea aneamntaes i in the Qnanet
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ultimate beneficial owner of Resulting Company.

16.As per the scheme of arrangement, The Investments in preference shares of MBEDL amounting to INR 750 lakhs by HBSL shall stand cancelled after Demerger 2 ‘
coming into effect and immediately after issuance of the Equity shares of HBEDL o the shareholders of HBSL. Also Investments in preference shares of HBEDL

!

| amounting to WNR 750 lakhs and loan of INR 900 lakhs by HBPL to HBEDL shall stand cancelled after Demerger 3 coming intc effect and immediately after |

issuance of the Equity shares of HREDL to the shareholders of HBPL. ‘
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17.Post demerger of all investment divisions as envisaged earlier in the Report, the management intends to carry out Reorganisation of Share Capital of the group

companies as per Section 65 of Companies Act, 2013 read with Section 100 to 104 of Companies Act, 1956 and other applicable provisions of the Company Law

in the following ways:

17.1. HB Stockholdings Limited:

Pursuant to Demerger- 1 and Demerger- 2, Net assets worth Rs. 9,359.71 Lakhs forming part of Investment Undertaking- | (Rs. 5,759.88 Lakhs) and

Investment Undertaking- !l (Rs. 3,599.83 Lakhs) are being transferred to HBPL and HBEDL respectively against HBSL's net assets of Rs. 13,516.46 Lakhs.

We understand that the management proposes that after Demerger- 1 and Demerger- 2, the issued and paid up equity share capital of HBSL shall be
reduced by reducing the face value of the equity shares from 1 {one) equity shares of Rs. 1C fully paid up to 1 (one) equity share of Rs. 3 each fully paid

since such capital shall no longer be represented by the assets of the company.

As a result, the issued and paid up equity share capital shall be reduced from Rs. 23,79,22,180 comprising of 2,37,92,218 shares of Rs. 10 each to Rs.
713,76,654 comprising of 2,37,92,218 shares of Rs. 3 each,

Simultaneously, 10 {ten} equity shares of Rs. 3 each fully paid up shall be consolidated into 3 (one) fully paid- up share of Rs. 10 each fully paid.
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. valugtion Report to determine Share Exchange Ratio upon the Proposed Restructuring of HE Group . ‘

L
~ The Equity share capital of the company before and after the proposed Reorganisation of Share Capital will be a5 under: @_ |

Ca Parti_cul-a_'gs

Paid up no. of shares 2,37,92,218 l 71,37,665 Jl ‘|

| !

Face Value (Rs.] 10 ‘ 10 ‘ ‘

— |

Paid up Equity Share Capital (Rs.} 23,79,22,180 l 7,13,76,650 | {

As a result of the Capital Reorganisation, the Equity share capital shall be reduced by an amount of Rs. 16,65,45,530 ‘

The reorganisation of Capital has led to a more efficient capital structure, and a better representation before the shareholders. \

‘ 17.2. HB Portfolio Limited: ‘

Pursuant to Demerger- 1, HBPL is receiving net assets of Rs. 5,759.88 Lakhs; However, Demerger- 1 is followed by Demerger- 3, whereby Investment |‘
Division- 1l of HBPL is being demerged to HBEDL, wherein net assets worth Rs. 7,198.96 Lakhs are transferred to HBEDL. Thus, post the demergers, after

netting, assets of Rs. 1,439.07 Lakhs shall not appear in the Balance sheet of HBPL, HBPL had net assets of Rs. 12,065.26 Lakhs befcre such demergers. ‘

The management proposes that post Demerger- 1 and Demerger- 3, the issued and paid up equity share capital of HBPL shall be reduced by reducing the |
face value of the equity shares from 1 {one} equity share of Rs. 10 fully paid up to 1 (one) equity share of Rs. 6 each fully paid since such capital shall no ‘

longer be represented by the assets of the company. |

As a result, the issued and paid up equity share capital shajl be reduced from Rs. 17,94,03,840 comprising of 1,79,40,384 shares of Rs. 10 each to Rs. |
10,76,42,304 comprising of 1,79,40,384 shares of Rs. 6 each. ST T

Simuitaneously, 5 (five) equity shares of Rs. 6 each fullfyfg"@]ﬂi;[n-sh

1o
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17.3.

The Equity share capital of the company before and after the proposed Reorganisation of Share Capital will be as under: @ ‘l
\

. _Patit%!::ﬁ-la'r
Paid up . shares 1,79,40,384 . | 107,64,23
Face Value {Rs.) 10 E 10 a‘l
Paid up Equity Share Capital (Rs.) 17,94,03,840 i 10,76,42,3007 j|
| —

*Fractions have been ignored for the purpose of above calculation.

As a result of the Capital Reorganisation, the Equity share capital chall be reduced by an amount of Rs. 7,17,61,540

The Reorganisation of Capital shall help the company to have a more sustainable capital, reflect better its operational efficiency, improvement in future

years and reflect the true shareholder value.
HB Estate Developers Limited:

pursuant to Demerger- 2 and Demerger- 3, HBEDL is receiving net assets of Rs. 10,798.79 Lakhs and accordingly, shares are being issued to the

shareholders of the Demerged Companies.

As per audited financial statements of the company as on 31.03.2015, the company has been having total accumulated losses of Rs. 10,746.99 Lakhs over

the years.

In order to maintain a capital that is commensurate with the present income generating capacity and future viability of operations of HBEDL, the

management proposes that the issued and paid up equity share capital of HBEDL shall be reduced by reducing the face value of the equity shares from 1

(one) equity share of Rs. 10 fully paid up to 1 (one} equjgy' iare of Rs. 6 each fully pai¢ pursuant to Demerger- 2 and Demerger-3
/'a-'-\ T
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Voluation Report to determine Share Exchange Ratio upon the Proposed Restructuring of HB Group @ ’*
As a result, the issued and paid up equity share capital shall be reduced from Rs. 32,43,32,450 comprising of 3,24,33,245 shares of Rs. 10 each to Rs.
19,45,99,470 comprising of 3,24,33,245 shares of Rs. 6 each.

Simultaneously, 5 (five) equity shares of Rs. 6 each fully paid up shall be consolidated into 3 (three) fully paid- up share of Rs. 10 each fully paid.

The Equity share capital of the tompany before and after the proposed Reorganisation of Share Ca pital will be as under:

- Particulars

Paid up no. of shares 1,94,59,947

Face Value (Rs.) 1¢ 10 _“
Paid up Equity Share Capital (Rs.) 32,43,32,450 19,45,99,470

As a result of the Capital Rearganisation, the Equity share capital shall be reduced by an amount of Rs. 12,97,32,980.

The reduction of the capital in the manner proposed would enable the Company to have a rational capital structure, operational efficiency and better

representation to the stakeholders of the company.

We, SSKM, opine that the Capital Reduction is fair, reasonable and will not in any manner adversely affect or prejudice the interest of its stakeholders

including shareholders, creditors or public at large. There is no reduction in the percentage shareholding in the total equity share capital of the Companies.
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o —
We would like to record our appreciation for the courtesy and co-operation received by us during the course of work and lock forward to continuing our

professicnal association,
The report is to be read in whole,

For 5.5. Kothari Mehta & Co.
Chartered Accountants

Firm Registration No. 000756N

Authorised Signatory

Z a//%

Place: Delhi
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Valuation of HBSL Investment Undertaking 1

Annexure I;'Valuation for Demerge

Dcmergerfrqm HBSL to HBPL of Investment Undertaking 1

{Amount Jo INR Lakhs)

Asset

No. of Shares

Quoted, Unquoted Equlty Shares and Equlty Shire Appllcation money. -

Book value

.} Lowest Price; Closing Rate -

Falr Value

palustion Adstimption” "

Remarks

het Worth

Average PAT

No. of Shares .

Book Value '

Quoted Equity Sharaes {In Lakhs} on 31/3/2015 {In Lakns)
The shares are Quoled and
Closing Rate - traded on Stock Exchanpe, so
Crompton Greaves itd. 37 0.8 April 01, 2015 i63.20 166.0 0.73 taking at Closing Rate as on March
31, 2015. Closing price on BSE on March 31, 201%
The shares are Quated and
DCM Shriram Industries Closing Rate - traded on Stock Exchange, so
43,45, 380, X 73. ,212. ) R
Ltd. 346,615 880,67 April 01, 2015 30 3.50 321215 taking at Closing Rate as an March
31, 2015, Closing price on BSE on March 31, 2015
The shares are Quoted and
P — .
HB Estate Developers Lid, 14,65,608 245.00 |C/C5ing Nate 9.52 9.51 139,y |traded on Slock Exchange, so
April 01, 2015 taking al Closing Rate o5 on Marchi
31, 2015. Closing price on BSE on March 31, 2015
Tha shares are Quoled and
. Closing Rate - traded on Stock Exchange, 5o
IP Associates Lid. 34,18,367 271.38 24.55 B 7
April 01, 2015 .80 847,76 taking at Closing Rate as on March
31, 2015. Closing price on BSE on March 31, 2015
The shares are Quoted and
RRB Securities Ltd. 1,00,000 100,00 [FMV 85 perNet NA 15.86 15,36 |!raded on Stack bxchange, so
Asset Methed. taking at Closing Rate as an March
31, 2015, Clasing price an BSE on March 31, 2015
Total 5,501.14 4,215.87

FalrValue

Valuatioh Assumptlon = < i

Unguoted Equity Shares {In Lakhs) {In lakhs)
1. The company is having a Nepalive
Reserves and no Revenue,
2. It has the following assets -
Rasis the NAV as per Lhe Audiled Cash and eq. = 0.92 Lakhs
ESC =100 FMV as per Balance Sheet of the company lor|  Non Current Investments = 1.38 Crore
HB Prima Capital Ltd. P5C=0.00 -75,44 1,95,000 48.90| Net Asset 2.64 |Lhe FY 2015 signed by the {The Market value of the these investments
RE&S = (86) Method, Statutory Auditars and the are oniy 12 lakhs as per the Balance Sheet
Management of the Company. and Provision for such dimunition of 1.26Cr
has been crealed.}
3. Also Lhe nan current investments conmct i
he traded.
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)

The Audited Balance Sheet [or
- Y 2014-151 ilable,
‘ ESC=65 FMV as per the.F 2014-15is not avaula.b e, 5o The Balance Sheet of the company was not
Jaipur Stock Exchange Ltd. [PSC = 0.00 53.86 3,24,500 58.41| NetAssel 58.41 |taking the Book Value, basis the .
available for the FY 2014-15,
RE&S =1535 Method. the Management
Representation.
1. The company has the following assets -
Basis the NAV as per the Audited pany &
Cash and eq. =0.94 Crore
ESC=10 FMV as per Balance Sheet of the company Tor
Taurus Investment Trust . Other Currant Assets = 0,03 Crore
¢o. Lid PSC=0.00 10.93 15,430 155| NetAsset 15.25 |the FY 2015 signed by the
T A&S =87 d. S Audi dth .
Metho ratutary ttors anc the 2. The networth of the company is 0.96
Management of the Company.
Crores.
1. The company has the following assets -
Fixed Asset=2,35Crore
Nen Current Investment =4.71 Crore
Loans & Advances = .90 Crore
Basis the NAV as per tive Audited Current Assets = 15.01 Crore
Taurus Asset E5C=1424 FMV as per Balance Sheet of the company for|{Provisian of dimunition of investments is
Management Ltd PSC=0.00 -6.25 30,28,000 387.55| NetAsset 856.10 |the FY 2015 sighed by the created for 1.2 Crore)
' R&S5 =536 Metheod, Statutory Auditers and the {The market value of quoted shares = 24
Management of the Company. Crore lor book value 4.2 Crore)
2. While the Liabilities ol the Company are-
Current Liabilities = Rs, 1.7 Crores
Non Currgnt Liabilities = Rs.0.89 Crore
The accumulaled losses of the
company exceeds its net worth as
on March 31, 2015. Due te which,
the auditor has Emphasised on
Balance the significant doust on the 1. The company is having a Negative net
ESC = 0.00 Sheet ability of the company to worth and Neglible operations. There is no
HB Telecommunication e i 5 a Goi m. " .
o PSC=5 -0.15 100 0.01] Positicn as _ |continue as a Going Concern evenue
R&S ={5) on March 31, . i R .
2015 Also the company is not having  |2. The company is having no assets or Louns
’ any assets ar loans and advances. |and advances.
50, it has been considered that
the company is notin a position
to redeem its preference shares
and taking the Nil value.
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(9

The Net Warth of the company is
negative. And the company is not

1. The company is having a Negative net

7.67 Crore are considered good in
the Audited Balance Sheet and
no provisions for such agdvances
have been provided for in the BS.

Balance having any Assets and fundste  |worth and Neglible operations.
HB Insurance Advisors ESC=5 S!T.EEt cover the negative net worth and .
Iput. Ltd PSC=0.00 -0.14 15,000 1.50| Positionas = |vorepay the advances taken by |2, It has taken Advances from Parties
R&S=(31) on March 31, the company, as cash of Rs, ameounting to Rs. 26 Lakhs. And the
2015. 46,00Qis the only assetin the company is not having any asset exce pt
company. cash of Rs, 45,000.
So, taking the nil value.
1. R&S includes Statutory reserves of 9.57
Cr. Without Statutory reserves, the net
worth of the company 15 negabive.
Basis the NAV as per the Audited 2. The company is ha\{lngthe fellowing
assets as per the Audited Balance Sheet of
Balance Sheet of the company for
) FY 2014-15-
the FY 2015 signed by the .
, Tangible Assets = Rs. 0.01 Crore
Statutory Auditors and the Non Current Invest L= 0.01C
=fs 0,01 Crt
ESC =100 FMV as per Managemant of the Company c Asset _e; n;)e[?BC * ore
Harsai Investments Ltd.  |PSC=0.00 -3.09 2,00,000 20,00 MNerasset 155,84 |considering that the Loans and Lurrent dss: s hs -R ;Dsr:c
R&S =676 Methed, Advances given amounting to INR|, - - one cavancas=gs. e/ trore.

{Advancas are given for property)

3, While the company is hvaing a liabil | ly of
Rs. 90,700,

4, During the year profit of 5lakh is earned
from sale/purchase or valuation of
stockiseems abnormal). Last year Neglible
operations were carried on

Mgl

YAk 5
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1. The company is having the following
assets -
Non Current Investment = 0.26 Crore
Basis the NAV as per the Audited Advance glven = Rs. 2,32 Crore
Balance Sheet of the company for Other Current Assets = Rs, 0.30 Crare
i Cash & Eq. = Rs. 1.89 Crare
the FY 2015 signed by the . .
Statutory Auditors and the (Cash includes FO which is pledged for
Overdraft of 1.53 Cr.}
ESC=3.00 FMV as per Management of the Company (Advances are given for property)
QR Properties Put. Ltd. P5C=0.00 23.87 4,500 0.45( NerAsset 31.01 |considering that the Loans and
R&S = 204 Method. Advar}ces given .are considered 2. The liabiliLies of the compary are as
good inthe Audited Balance follows -
in the B5. Other Long Term Liab = Rs. 0.91 Crore
Other Current Liab = Rs, 0,28 Crare
3. The company is operating. And having
some maintenance Receipls ol Rs. 81 lakhs.
The Auvdited Balance Sheet for
ESC =554 FMV as par the FY 2014-15 is not available. So
Sovika infotech Lid. P5C = 0.00 -112.86 4,00,000 12000| NetAsset 120,00 |taking the Book Value, basisthe || 0, S 1ance Sheet of the company was not
R85 =183 Method. the Management available for the F¥ 2014-15.
Reprasentation.
Total 638.37 1,235.26
Equity Share Application Money
1. The campany is having a Negative net
worth and Neglible operations. The
Reserves are Rs. [-)2.39 Crore.
The Net Worth of the company is
Balance negative. And the company is not |2, it is not having any asset except cash and
Core Telecom Put. Ltd. ESC =0.00 Sheat having Asszts and funds to cover |Cash equivalents of Rs. 2,72 Lakhs. And the
(Equity Share Application (PSC=1 -19.14 - 85.00| Positicn as Nl the negative networth and to company has taken Advances amaunting to
Money) R&S = (240} on March 31, repay the advances taken by the |Rs. 21 Lakhs.
2014. company.
So, taking the nil value. 3. Current year, PAT of 5lakh is due to
liability no longer required of 6.97 lakh, -~
Seems to be abnermal income. Last yr
impairment of asset is carned far 62 |akh
\\\\.\:,
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The Net Worth of the company is
negative. And the company is not | 1. The company is having a Negative nat
. Balance havingany Assets and fundsto  |worth and Neglible operations.
HE Insurance Advisor Pvt. .
Led ESC=5 Sheet cover the negative net worth and
{ ' ity Share Application PSC=0.00 -0.00 - 26.00( Position as Nil to repay the advances taken by | 2. It has taken Advances from Parties
Mg:l V) Pplicatio R&S = (31} on March 31, the company, as cash of Rs. amounting to Rs. 26 Lakhs. And the
=Y 2015, 46,000 is the only asset in the company Is net having any asset exce pt
comgany. cash of Rs. 45,000,
So, taking the nil value.
The company is having a liability |1. The company has received Share
Balance torepay the preference shares  [application money of Rs. 16.325 Crores from
Falcon Portfolios Pyt Ltd. | ESC = 0.00 Sheet amounting to INR 16.25 Crore. HBPL & HBSL. And the company has given
{Equity Share Application [PSC=1.00 13.13 - 7.50| Position as Nit And the company will not be Ipans and advances for Rs. 16.66 Croras.
Monay) R&S =35 an March 31, having any additional funds and
2015. assets alter such repayment. 2, During the current year, a profit 50 lakh s
50, taking the nil value. earned from the sale of flat.
Total 118.50
Grand Tatal (Assets) 5,455.13
ab goo d & 0
{In Crares) {In Crores)
Employees/Staff cost
inciuding retiring benefits 3.09| BookVvalue 3.09
being trid.
Gther Misc. expenses
0.51| Bookval 0.51
payble being trfd. onvalue
Provision for diminution " Sook val
in long term investment 13200 ook Value 132.00
Total 142.60 142.60
Grand Total (Liabilities) 142,60
Value of the Undertaking 5,312.53 [INR Lakhs
| / Mumber of Shares 237,92,218
Value Per Share (INR} Per Share
|
#
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Particulars " HBPL.

Valugtion Report to determine Share Exchange Ratio upon the Propesed Restructuring of HB Group 6@_ ‘
|

NAV (A-L) 11530,96,800
Less ;: Contingent Liability
Guarantee Given 750,00,000 :
Capital Commitement - 1
Less : Preference Share Capital -
NAV Available for Equity 10780,96, 800 :
Shareholder :
No of Equity Shares 119,92,329

'HBPL
{as per Fair Value
. ascribed) .

HBPL

Particulars .
feu (as per Balance Sheet)

As per the Audited Balance sheet as on

1 |Tangibl t , 14,08 22,14,
angible assets 22 W] 080 March 31, 2015.

NON-CURRENT INVESTMENTS
Investments in Equity Shares

1929,25,043 1022,84,255 |Market Value as on March 31, 2015
{Quoted)

Investments in Equity Sh

N Fquity Shares 2387,82,570 3409,98,362 |Fair Value

{Unguoted)

Investments in Mutual Funds 61,37,216 311,863,917 |Fair Value
2 The Debentures are Convertible into Equity

Investments in Debentures share of Indian Hotels Company Limited in

4,85, 0,14,193
{Unquated) 14,85,000 3 March, 2016. So, the Investments are valued

based upon the Last 6 month average.

Investments in Preference
Share Application
Investments in Preference
Shares (Unquoted)

1500,00,000 1500,00,000 [Fair Value

2040,00,000 Fair value
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As per the Audited Balance sheet as on
March 31, 2015.
As per the Audited Balance sheet as on
March 31, 2015.
As per the Audited Balance sheet as on
March 31, 2015.
As per the Audited Batance sheet as on

3 |Deferred Tax Assets (Net) 3,65,086 3,65,086

4 [Long-term Loans and Advances 345,08,440 345,08,440

G |Other Current Assets 56,00,425 56,00,429

7 |Cash & Bank Balanc 15,14,297 315,14,297
nk Balances 315,14,29 AT rch 31, 2015,
u Short term Loans and Advances 3662,50,000 2950,89,849 (Fair Value
TOTAL ASSETS {A) . 12337,82,161 11803,52,907

HBPL " HBPL

Particulars "
red {as per Balance Sheet) {as per Fair Valug)

As per the Audited Balance sheet as on
March 31, 2015.
As perthe Audited Balance sheet as on
March 31, 2015,
As per the Audited Balance sheet as on
March 31, 2015,
As per the Audited Balance sheet as on
March 31, 2015,

Long-term Borrowings 1,34,568 1,34,565

2 |Long-term Provisions 10,59,474 10,59,474

3 |Short-term Provisions 102,32,302 102,32,302

4 (Other Current Liabilities 158,295,762 158,29,762

TOTAL LIABILITIES({L) 272,56,107 272,56,107

Wyl

Ayt
e
W

. A s
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Valuation of HBSL Investment Undertaking 2

Demerger from HBSL to HBEDL of Investment Divislon 2

Amount In INR Lukhs

Preference Shares

Préeference Shares & Prefercnce Share Application Maney -~ " -l
NetWenlh  Average PAT BookValue

Valuatlen Assurnpti

" Dividend Histary 1}

HB Estate Developers Lud

-3,222.76

750.00

| Astual Yield
Expected Yield

FPaidUp Value

The Company is having a Halel Property in
Gurgoan and Real Estate Business. Aiso the
management is expecting the company 1o bie
prafilable by fourth year of the operavons of

G75.00 [the Haotel.

We are discaunting the value by 10% as it may
further take 2-3 years forthe company 1o
declare the dividend.

1. The Company 1s having 2 Hotel Praperty in
Gurgoan having a book value of IR 430 Crores. Itis
also having a real estate Busnaess having invantory
of INR 13.56 Crores (Fair Value as per Valuer is INR
40.13 Crores) a5 per the avdiled Balance Sheet of FY
2015.

2. Assers of 1he campany includes -
Fixet Assets =431Cr
Non Currentinvestments = 2.82Cr
Other non Cutrent Assets =8.45Cr
Lang term loans & advances= 1.05 Cr
Current Asset =34.2Cr

3. The company has laken a lean of INR 180 Crores
from bonks and Inter Corporate loans of 131 Crores.

Nodividend has bean
proposaed lor the FY 2015 or
FY 2014, Bul dividund was
declared by the company in
past Yours, The
|MANAR{EMEnt 15 BxeCting
[the company to be
profitante by fourth vear of
the operatiens of hotel and
accorchaply the dividesrd
will be proposed 1o the
sharcholders

(9% Non Cumulative) EsC - 1614

. PSC = BOO)
(Redecmable in March, 2022 R&S 3182
and March, 2023) -
HB Growth Fund Lt E5C=0.00
(3% Non-Cumulative Pref. c=
Shares ledecmatle in PSC = 3.00

1
RES = (12)

December, 2019)

-0.02

5.00

Aztual Yield
Expectcd Yicld

* PaidUp Walue

133

A5 per the Audited Balance Sheet of the
company for the FY 2015 signed by the
Statutery Auditors and the Management of
the Company, considering that the Aduanees
given for purchase of Propeny by HE Growth
Fund Lid. are considered good in the Audited
Balance Sheet and no provisions for such
advances have been provided for in the BS.

But since, the Company has ngt been
declaring dividends In \he past two financial
wears, the value has boen discounted by 20%.

1. The company has a Negalive net worth and
Neglible cperahons.

2. Ithas recgived Share application money of 85,
16.85 Crores from HBPL & HBSL. And the company
has pivea advarces for property for Rs. 16,76 Crores.,

The company has nol
prepesed any dividend for
the FY 2005 or FY 2014,
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HB Secuqities Lid

{63; Cumulative Prelerence
Shares of Rs. 1000]
{Redecmable «n 3 Installments
of Rs.330, As.330 & Rs.340 par
share in FY 2019-20, FY 2020-21,
and FY 2021-22)

ESC=721
PSC=200
R&S=25

-22.67

100.00

Aztual Yield

Expected Yiold Pald Up Value

53.33

As perthe Audited Balance Sheet of the
company for the FY 2015 signed by the
Statutary Auditors and the Management of
the Company, considenng that the Advances
piven lor purchase of Property given by HB
Securiues Lid, are cansidered goad in the
Audited Balance Sheet and no provisions for
such advances have been provided forin the
Bs.

The Preference Sharas are cumolativie and the
company is crealing a contingent liability for
Cividend gn Preference Shares for the past 6
years. Hence Lhe value has been discounted
only by 20%,

1.The Audited Balance Sheet of Lhe company as on
March 31, 2015 includes the fellowing Asspis -
Non Current Invesimients = 5.40 Crores
Fixrd Assets =010 Croras
Long tarm Loans & advancas =1.26 Crores
Shortterm Leans & advances = 7,73 Crores
Cash 2.78Crores
{Out of the 2.76 Cr. Cash and equivalent, 2.46 Cr. are
deposited with Stock Exchanges as lien.)

2. Redempuian of Preference Shares has been
extended from FY 2012-13, FY 2013-14, and FY 2014-
15 te FY 2019-20, FY 2020-21, and FY 2021-22)

3. Contungent Liabilivy = 1,83 Cr for Bank Guaranmee
and 88 lakhs for Dividend on Cumulauve Preference
Shares.

The company has credted a
Contingent Liability for
Dividend on Cumulative
Preference Shares for the
past byears amounting to
Rs.0.BS Cr

{Prev. Year Rs. 0.76).

lowever na dividend has
ever been declared due Lo
Yack of profits

HB Telecammunication Ltd
(3% Mon-Curnulative Pref.
Shares Redeemable on
5.12.2019)

ESC=0.00
PSC=5
RE&S =15}

-0.15

A.00

Balance Sheet Mosition as
on March 31, 2015,

The accumulated lossos of the company
oxceeds its nel worth as on March 31, 2015,
Due to which, the audior has Emphasised on
1he significant doubl on the ability of the
company Lo continue as a Going Concuern.,

Also the company 15 net having any assels or
loans and advances. So, 1L has baen
considerad that the campany 1s nal ina
position Lo redeem its preference shares and
laking the pil Value.

1. The company is having a Negatuve net worth and
Neglhilzle operations. There 1s Ao reve nue

2. The company is having ne assets or Loans and
advances.

The company has net
proposed any dividend for
the FY 2015 0r FY 201

Gemini Parifolia Pyt Lid,
[9% Non Cumulativa, Non
Convertible, Reedemable)

ESC=10
PSC = 1000
RE&S=834

-64.38

Aclual Yield

Epcicd Vigld Fald up value

450,00

As per lhe Audiled Balance Sheel of the
company for the FY 2015 slgned by the
Stlatutory Auditors and the Manage ment of
the Company, considering thal the Loans and
Advances given by Gemini Porliolio Pet. Lid.
are cansidered good 1n the Audited Balance
Sheel and no prowisions lor such advances
have been provided forinthe BS.

Since the Preference capilal has been issued
in the immediately past year there 15 no
divldend history to be checked. However
laoking at the profitability snuation of the

.| past years, it may nat be able to pay dividend

inthe near fulure, the value hys been
}E\uunmd by 1% only,

1. The Audited Balance Sheet of the campany as on
March 31, 2015 includes the {ollowing Assels -
Non CurrentInvestments = Rs, 26.50 Crore
Inventory =Rs.9.33 Crare (Investinents)
Adwvances given [Net) = Hs. 8.29 Crores.
{Nen Current iavest includes INR 20 crore
investmentin Prefl Shares in HBEDL.)
Sher teim Loans & sdvances = 0.40 Crores
Cash & Cash Equivalents = 0.26 Crares

2.5hort Term Qoraawings are lakea by the Company
ameunling ta Rs, 26 Crore, [ Rs. 5 Cr Convartible
Debn, Rs. 5 Cr Loan from Corporates, Rs. 1GCr Inter
carpotate leans,)

Preference shares have
been issuedin Fr 2014. 15,

The company has not
proposed any dividend far
the FY 2015,
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Value of the Undertaking
_ { NMumber of Sharas

Value Per Share {INR) 143
Assumptions :

1. The Expected Yield Is taken at 5'% Past Tax.

[ 3.970.50]inR Lakhs

Pershare ;|

Preference Share application Money
As perthe Audited Balance Sheetof the
cempany [or the FY 2015 signed by the .
1. The company has a Negative net worth and
HB Growth Fund Ltd. Statutary Audilors and the Management of N ‘ILbIUI " vl gatw
" 10le operations.
9% Non Cumulative, ESC=0.00 the Company, tonsidering that the Advances °E "
Optionally Convertible PSC=5.00 -0.02 685.00 Book value 0685.00 |given lor purchase of Propeny by HD Growth . Nel Applicable
5 . 2. Ithas received Share application meney of Rs.
Preference Share Applicalion  |R&S=(12) Fund LLd, are consldered good 1n the Audited
. 16.85 Crores [rom HEPL & HBSL, And the company
Manay} Balance Sheet and na pravisions lor such i
. i has given advances lor prgperty far Rs. 16,76 Crores,
advances have been provided for in the BS,
So, laking the value at Boak Value.
1. The Company is having Wegative Reserves &
As per the Audited Balance Sheetol ihe Surotus mdeevh inle og En[:ions
company lor tha FY 2015 signed by the Land GHE P '
. Laturary Audilers and the Managemant of
Narmada Capital Services Pyr. 5 v lers K l © £ 2. The Campany has taken the advances {ar Rs. 5.85
Ltd. ESC =40 the Company, cansidering that the Leans and Crores and given the loans and Advances lor Rs. 6,14
. PSC=0.00 -0.22 435.00 Book Value 435.00 |advances glven by the company are ' e ) s Nat Applicalle
(9% Cumulative Pref Share . R Crare,
Applicaton) A&S =(5) cansidered good In the Audited Dalance
Sheet and no provisions lor such advances . .
N R 3.1tis having an Inventory of Queted shares of book
hawve been provided for tn the B8S, S0, taking
value = 4L [market value as per balance sheet of Rs.
the value aL Book Value,
17 Lakh}.
As per the Audited Balance Sheetof the
company [or the FY 2015 signed by the 1, The campany bag received Share application
Statutory Auditars and Lhe Management of money of Rs. 16.32% Crores from HBPL B MBSL. And
Falcan Portfolio Mgl Put. Lid. | ESC=0.00 Lhe Company, cansidering that the Loans and {ihe canpany has given loans and advances far Rs,
{9% Non Cumulative optlonally |PSC=1.00 1313 1,125.00 Uook Valug 1,125.00 [advances given by Falcon Portiolio Mgt Pvt. |16 66 Croras Nat Applicahle
Preference Share Applicalion} |R&S =36 Ltd. are cansidered pacd in the Audited
Balance Sheel and no previsions are required (2, Daning the current year, 3 profit 50 lakh is earned
to be created (or such advances. So, taking framthe sale of flat.
the value al fogk Valug.
Total 3,604.00 3,424.67 -
Liability Book Value Amount
Employees/Staff cast including
8 94
retiring benefits being Lrfd, 294) Bock Value 29
Othar Misc. expenses payble
PV 1.23| BookValue 123
being trid.
Total 4.17 4.17
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Valuation of HBEDL for Demerger Il

{in Lakhs)
Pa o 014 1} B (016 U B3 018 2 19 0 020 1 1 1 & 024 Ferme

EBITOA {Including Cther Income) 1,521.94 | 2,816.39| 3,369.95 4,080.88 | 4,030.07| 4,353.78| 4,857.84| 5,272.77 | 6.059.15 | 6.724.29 7,452.72 7,676.30
Less: Tax - - - - - - 477.03 722.71 880,31 | 1,0580.55 1,082.07
Less: Capex 189.41 206.19 224.47 244.41 266.13 289.81 177.55
Less: increase in Working capital 1931 20.47 27.98 -10.96 771 22.25 11.94 43,61 29.595 32.96 33.85
Frée Cashflows to the Flrm - - ) 2,167.09|. . 3,345.49 4,061.91 4,041.03| 4,156.66] 4,629.40) 4,559.32| 5,048.42| 5,547.90| 6,079.40 6,382.74
WALCL 12% 12% 12% 12% 129 1% 12% 12% 12% 12% 12% 12%
Years Q 1 2 3 4 5 2] 7 8 9 10
Discounting Factor 1 0.89 0.8C 0.71 0.64 Q.57 051 0.45 0.40 0.36 0.32 0.32
Present Value 1,935 2,670 2,891 2,568 2,359 2,345 2,062 2,039 2,001 1,957 2,055
sum of present value- Explicit pericd 22,828
Perpetuity value 22,834
Surplus Cash 333
Enterprise Value of Hote) Business of HBEDL - - + 45,995 Terminal Growth Rate 3%
Less : Total Debt {March, 2015} 27,926
Shareholder's Value 'of Hotel Business of HBEDL _ . 18,069
Add: NPV of Residual business 1,769
Less : Prafarence Shares (March, 2015) 8,000
Less: Contingent Liability 524
Equity-Value of HBEDL (In INR Lakhs) e 4
Equity Value of HBEDL {Per Share) {InINR) - - . 69.49
Note:

1. The F&B Revenue has been taken at 81% of Room Revenue, basis the actual of the company in the pastyears.

Assumptions:

« The debt outstanding and Preference Share Capital as on March 2015 has been adjusted from the EV to arrive at Equity value. Debtincludes long term borrowings, shert term borrowings
and current maturities.

« Tax has been presumed as - income Tax @ 34.60%, MAT Rate @ 20.9605%.

by bank which has been ignered)

N

« As per audited Balance Sheet as an March 31, 2015 Contingent Llabil'tiemiﬁ,y}l\li 1,262.57 Lakhs. {Qul of this, INR 638.69 Lakhs relates to Letter of Credit/Bank guarantee issued : .
(o w_(.: P
-

[
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Assumptions for the Projections

The management of HBEDL had taken the following assumptions while the preparation of the Projections of the HBEDL -
Regarding Revenue
* The Average Room Rate (ARR] of the Hotel Reoms has been taken as INR 8,300 for the year ended March 31, 2016. Thereafter, an average increase of 9%
per annum has been assumed by the company in the ARR.
* The accupancy Ratio, i.e., the percentage of the Room Nights of the Hotel that will be occupied during the year has been assumed as follows;
o Sixty Five Percent for the year ending March 31, 2016.
o Seventy Percent for the vear ending March 31, 2017.

© Seventy Five Percent for the year ending March 31, 2018 and onwards.

The above values have been assumed based upon the Industry Report carried upen by an HVS.

* The food and Beverage Income includes the Income from the Restaurant and Banguets. The Hotel is having three Food & Beverage Qutlet (2 Restaurant and
1 Bar} and one Banquet. Its income is taken at 81% of the Room Rent Revenue.

* The Other Income includes the Income from Telephone, laundry, business centre atc. which have been taken at 5% of the Room Revenue. Other incame
also includes Spa. The Revenue from Spa for the Year ending March 31, 2016 to March 31. 2017 has been taken at INR 100 Lakhs per annum. And from the
year ending March 31, 2018 and onwards such revenue has been assumed at INR 200 Lakhs per annum.

* The Hotel is also having a shopping area of 215 $q. Ft. The average rent for this area for the year ending March 31, 2016 is taken at INR 100 per sq. ft. per
month. Thereafter, an average increase of 5% in rent received per annum has been assumed. The occupancy Ratio has heen assumed as fellows:

o Fifty Percent for the year ending March 31, 2016.
o Seventy Five Percent for the year ending March 31, 2017.

& Hundred Percent for the year ending March 31, 2018 and onwards.

Regarding Cost
s The Food and Beverage cost has been assumad to be 20% of Fﬁrﬂf@e@\\&d

\
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Power and Fuel cost has been assumed to be 10.50% of the Hotel Revenue.
Salary and Wages (Personnel) - Headcount and Average Salary per Month have been taken as 395 and Rs. 27500 respectively for the year ending March 31,
2016. Thereafter, an increase of 7% has been assumed in salary per annum for the year ending March 31, 2017 while keeping the Headcount same
throughout the projections.
Expenditure on Rent, Rates & Taxes has been assumed to be 2% of the total revenue of the Hotel.
Upkeep Costs includes an expense of 3.5% of room revenue and 2% of F&B revenue.
The Repair and Maintenance costs is taken as the following Percentage of Gross Assets of the Hotel -
o 2015-16:1%
o 2016-17:1.5%
o 2017-18:2% i
o 2018-19:2.5%

o 2019-20and 2020-21: 3%
o 2021-22 and onwards: 3.5%
The Administration expenses have been taken as 300 Lacs per annum for the year ending March 31, 2016 and thereafter an increase of 5% annually.
The Operating Expenses are the expanses which are required for the operation of the Hotel. The amount has been taken as following percentage of Hote!
Revenue -
o 2015-16 tc 2017-18: 3.5%
o 2018-19t0 2019-20:3.4%
o 2020-21to 2021-22:3.3%
o 2022-23to 2023-24: 3.2%
The Advertisement and Promotion expenses have been divided into two parts i.e. Corporate and Local. The expenses under the Corporate Category amaunt

to be 2%, 4%, 4% and 3% of Hotel Revenue for Year 1 to Year 3, Year 4 to Year 5, Year 6 to Year 7 and Year B to Year 10 respectively. Likewise, the expense

s

under Local Catagary is taken as 2% for Year 1 to Year 7 and 1.5% or ear 8 to Year 10, of the F&B Revenue.
: :

Pells ir.
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« AS per the Contract of HBEDL with Taj Group, the HBEDL is supposed to pay Corporate Service Expense and Management Fees to the Taj Group. The ‘
expense on Carporate Services which include CRS/CIS has been taken as 2% of Hotel Revenue. And Management Fees has been assumed to be 3% of Hotel |
Revenue. They are also required to pay incentive to the operators i.e. Taj at 7%, 8%, 9% and 10% of GOP if the Gross Profit Ratio is less than 30%, More than .
309 but less than 40%, More than 40% but less than 50% and More than 50% respectively. ‘

« The interest on loan has been taken as 12.50% p.a. ‘

« The interest on Working Capital Borrowing has been taken as 12.50% p.a. ‘

« Depreciation will be provided on SLM as per Companies Act for Profita bility and an WDV at rates as per Income Tax Act for Tax Calculation. |

« The regular corporate tax will be 30% plus surcharge {Effective Rate: 34%) and MAT will be 18.5% plus Surcharge (Effective Rate: 21%). ‘

« FF&E Reserve, i.e. a reserve created for Furniture, Fixtures and Eguipments. The Hotel is creating 2 reserve of 1.5% of the Hotel Revenue from the year

2018-19 and onwards. The reserve is nat created in initial three years of projections as the management is not expecting any change in furniture fixtures i

and equipments as hotel is a new property.

« The Management of HBEDL is expecting a Capex of 1.5% of the Hotel Revenue in FF&E from the Year 2019-20 and onwards.

I (In Lakhs) ‘

Value ‘of HBEDL for Restructurmg [
Enterprlse Vélué of Hotei Business of HBEDL © 41311 45 995
* Weights 1 2
weighted Enterprise Value of Hotel

Less : Total Debt (March, 2015}

shareholder's Value of Hotel Business of HBEDL

Less : Preference Shares (March, 2015)

Equity Value of Hotel Business of HBEDL

Add: NPV of Residual business

Less: Contingent Llablllty of HBEDL

Equity Value-of HBEDL (In INR Lakhs)

/ Number of Shares outstandlng before Restructurlng II

mw'\_'ﬂ

ValiicPey TS hare(INR) 5
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Demerger fram HBPLta HBEDL of Investment Divislon 3

Amaunt in INR Lakhs

Assat
Preference Shares

Preference Shares, Preférence Shares Applicatlon Monoy & Loans and Advanres -
NetWorth - Average PAT Book Value :

Basis

JFalrValua: .

Valuatlon Assumption ;

HB Estale Developers
Lid.

{%% Non Cumulative)}
{Redeemable in March,
2022 and March, 2023)

ESC=1614
P5C = B00D
R&S=3182

-3.22276

750.00

satual Yield
Expected ¥ictd

" PaidUp Value

875.00

The Company is having a Hoiel Proparny in
Gurgoan and Real Estate Dusiness. Alse the
management is expecting the company to he
prafitable by lourth year of the eperations of
the Hotel,

We are discounting Lhe value by 10% as it may
further take 2-3 years far the company 1o
declare the dividend,

1. Ihe Company 15 having a Hotel Property in
Gurgoan having 2 book value of INR 430 Crores. It
is also having a real estate Business having
invantory of i8R 13.56 Crares {Fair Yalue as per
Valueris INR 40,13 Crores) as per the audiled
Balance Sheat of FY 2015,

2. Assets of the company includes -
Fixed Assets =431 Cr
Non Current Invesiments =7 82 Cr
Other non Current Assets = 8.45 Cr
Leong tarm loans & advances= 1.05Cr
CurrenL Assel = 34,2 Cr

3. The company has laken aloan of INR 180 Crores
fram anks and Inter Corporate leans of 13]
Crores.

Nedividend has been
proposed for the £Y 2015 er
FY 2014, But dividend was
declared by the company
n past Yaars, The
MANGZEMENT 15 CXPeCting
the company 1o be
prefitabile by fourth year of
the operatians of hovel and
accordinply Lhe dwvicdend
will be proposen to Lthe
shareholders.

Gemini Portfolio Pyl. Lid.
[9% Nan Cumulative,
Non Convertible,
Reedemable}

ESC=10
PSC = 1000
R&S =834

-64.38

100.00

Actuil Vield
Expected Vi d

® Paid Up valug|

90.00

A5 per the Audited Balance Sheet of Lhe
company for the FY 2015 signod by the
Statutory Auditors and the Manzgement of Lhe
Company, consldering that the Leans and
Advances given by Gemini Portlolio Pvl. Lid.
are considered good in the Audited Balance
Sheetand no provisions for such advances
have been provided lorin the BS.

Since the Preference capital has beenissued in
Lhe inimediately past year there 1s no dividend
hislory to be checked. However looking al the

profitability slwation of the past years, i1 may

nol be able to pay dividend in the near fulure,

the value has been discountad by 1074 only.

1, The Audited Balance Sheet of the campany as
an March 21, 2035 includes the following Assels -
Non Current Investments =Rs, 26.50Crare
Inventary = Rs. 9.33 Crore {Invesiments)
Advances given (Met) =Rs. 8.29 Crores.
{Nan Currgnt Invest includes INR 20 crofe
investment in Pred Shares in HOEDL.}
Short term Loans & advances = 0.A0 Crores
Cash & Cash Equivalents = Q.26 Crores

2. Shor Term Berrowings are Lzkan by the
Compary ameounting to Rs. 26 Crore. | Rs, 5Cr
Convertible Debn, Rs. 5 Cr Loan fram Corparates,
Rs. 16 Cr.nter corporale leans.)

Preferance shares havo
boan issuedin FY 2014-15

The company has nat
propased any dividend far
the FY 2015,

3.5 Kathari Mefita

& Co.
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()

" 1. The Audited Balance Sheet of the company as
As per the Audited Balance Sheetof the N ¥
com far the FY 2015 signed by th enMarch 31, 2015 includes 1he following Assets -
< lpany'\o‘: " hcﬂME Ve vof the Non Current Investments = Rs. 24,17 Crare
al il neni o
talutary Au 'l_w”, ! anageine b Inwantory = Rs. 7.6 Crore {Investmants)
Company, copsidering thal the Loans and .
Ad ) by ¥ porifolia Pvt. Lud Advances given (Net) = Rs, 18,30 Crores.
actual hield '".stgwend_y :m: dc"l dﬂl | v _:\h. are {Nan Current Investmantinciudes INR 20 crore Preference shares have
ual ¥ e 1 .
venus Portfalia Pyt. Ltd. IErpecied el F/dlp Value censidered goac ‘,M @ At alance aNeet |, sument in Prel Shares in HBEDL.) beenissued in FY 2014-15,
ESC=26 and and no provisions for such advances have
{9% Non Cumuliative, X . Cash & Cash Equivalents: Rs. 0.10Cr.
PSC=1250 -23.28 1,190.00 1,071.00 |been pravided for in the BS.
MNon Convertlble, The company has not
RES = 1397 . ‘
Reedemable} si he Preferen 20l has b . di 2. shart Term Borrowings ase taken by the proposed any dividend for
55
n(FI € _’E fence cagita aé EE"! ‘un n Company ameunting to Rs. 23.32 Crore. | Rs. 9.82  |the FY 2015.
the immediate past year, there is no dividend
. Crare Overdraltand Rs. 13.5 Cr Inter corporate
history to be checked. However, looking at the loans.
profitability situation of the past years, itmay -
| ivi d in thi f "
not be able to pay dividend in the near future 3. Reserves & surplus = INR 14 crore (including CRR
he value has been discounted by 10% only.
of INR 15 Crore),
Tatal 2,040.00 1,636.00 |,
Preferenca Share Appllcation Money
As per the Audited Balance Sheel of the
company for the FY 2015signed by the 1, The company has received Share applicanen
Falcan Portlclio Mgt Pyt. Statutory Audilors and the Management of the |money of Rs. 16.325 Crares [rom HBPL & HBSL. and
Lid. ESC=0.00 Company, considerng thal the Loans and the campany has given leans and advances tor Rs.
9% Nan Cumulative PsC=1.00 13.13 500.00 Book Value 500.00 [advances glven by Falcon Fonfolia MEL Pt 16.66 Crores. Not Applicable
optionally Preference RES =36 Ltd, are considerod gocd in the Audited
Share Application} Balance Sheet and no prowisions are reguired | 2. Duning the current year, a profit 50 lakh s
10 be created for such advances, So, taking the |easmed frem the sale of flan
valug a1 Book Value.
As per the Audited Balance Sheet af the
company for Lhe FY 2015 signed by the 1. The company has a Negative net worth and
HB Growlh Fund Ltd. Statutory Auditars and the Managemem of the (Neplible eperations.
{9% Non Cumulative, ESC=0.00 Company, considering that the advances given
Optionally convertigle  [P5C=5.00 -0,02f 1,000.00 Bock Value 1,000.00 |for purchase of Propeny by HE Growth Fund (2, 1t has recaived Share application money of Rs. [ Nol Applicable
Prelerence Shara R&S={12} Ltd. are considered good in the Audited 16.85 Croros from HEPL & HBSL. And Lhe campany
Agplication) Balance Sheet and no provisions for such has given advances for property for Rs. 16.76
advances have been provided lerin the BS. 50, (Crores.
Laking Lhe value at Book Value.
Total 1,500.00

5.5, Kathari Mehta & Co.
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Loans and Advance
1, The Audited Balance Sheet of the company as
on March 31, 2015 includas the following Assels -
Mon Currént Investmenis =Rs. 36.50 Crore
As per the Audited Balance Sheetefl the Invantory = Rs, 9,33 Crare {Investments)
company lorthe FY 2015 signed by the Adwvances given (Net) = Rs. 8,29 Croras.
ESC=10 Statutory Auditors and the Management of the |{Non Current invest includes INR 20 crare
ini i . Ltd. B Company, considering that the Loans and nvestmont in Pref Shares i HBEDL.) .
Gemini Portlalic Pyt Ltd PSC = 1000 6038 1,000.00 | Book value 1,060.00 pany, : 8 ! ! V Nat Applicable
{Advance given} R&S =834 Advances given by Gemini Porllolio Pvt. Ltd. Short term Loans & advances = 0.40 Crores
) are considered good in the Audited Balance Cash & Cash Equivalents = Q.26 Craras
Sheeland no pravislons for such advances
have been provided forin the B5. 2. Shart Term Dorrowsings are taken by the
Company amounting o Rs. 26 Croze. [ Rs. 5Cr
Convartible Debn, Rs. S Cr Loan [rom Corporates,
Rs. 16 Cr Inter corporate loans, }
Tha Net Waorlh of tha company is negative. Ang
Lthe company is ner having sufficient Assets and
funds 1o repay it loans and advances of Rs.
A . luing the Advance . .
is SJ.dCron: Tshoé ::;,r:a:TQu\Eim‘i; u:dnr 1. The company is having Negative Net Wonh. The
i upon o -
psed e ! networth s t-} 17.69 Crore as on March 31, 2015.
Quoled Investments (MY} Rs 0.99 Crore 2. The company is having foilowing assets as per
Unguoted Shares {Book Value} Rs 0.1 Crare . c Y VIng &
the Audited Balance Sheel of March, 2015 -
Advance lar Property {Book Value) Rs 5,99 Cr K
Advance given for property = Rs, 5.98 Crore
Cash & Cash Eq. (Book Value) Rs. 0.13Cr K
Tangible Assets (Book Value} Rs. 0,03 Tangible Assels =Ns, 0.03 Crore
Jupler Portfolio E3C= 2500 T gI .l\es 15 = Rs 7.24 Crore - Cash & Cash eq. = s, 0,13 Crore
u I al As = .
» i PSC =000 165.47|  992.50 |Realisable Value s | 1P AsEETs =S 1.2 neon Carrent Investment = Rs. 1.50Crore Not Apolicable
[Advance given) Less: Current Liability 0.03
RE&S = (1814) ) [Market value ¢f guoted shares 15 Bs. 59 1akhs
Remaining Assets = Rs, 7,21 Crore i :
against book value of 1.39 Crore. No provision
For share of HBPL{39%), Rs. 2.81 Crare can be
. crealed.)
repaid.
3.1t has taken a Advance of Rs. 25.51 Crore. And
{Rased upon the Audited Balance Sheet of the v .
. company has further given an agvange far
cempany lor the FY 2015 signed by the .
propesty for Rs. 6 Crore, which s considered good
Statutory Auditors and the Management of the
L as per the Audited Balance Sheet of March, 2015,
Company, considering that the Loans and
Advances given are considered gooc and no
provisions are reguired 1o be created for such
advances.} .
A
/‘-v‘/ Y
i \ )
'.'.'\ Nl FLH] ,r'
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As per the Audited Balance Sheet of the
company far the FY 2015 signed by the
Siatulory Audllors and the Management ol the

1. The Audited Galance Shaet of the company as

an March 31, 2025 includes the following Assets -
Non Current Invesuments =Rs. 24.17 Crore
Inventory = Rs. 7.69 Crare (Invesiments)
Advances given (Net) =Rs. 18,20 Crores.

{Non CurcentInvestmentineludes INR 20 crore

investment in Pref Snares in HBLDL.)

Venus Porllolio Pv!:. Ltd. ::g:fsso 2328 350,00 | Book Value 150,00 Campany, c'onsiduling that the Lm.ans and Cash & Cash Equivalents; Rs, 0.10Cr. Not Applicable
{Unsecured Loan Given) RES = 1397 Advances given by Wenus Portfolio Pyt. Ltd. are
considered good In the Audited Oalance Sheet (2. Short Term Borrewings are taken by the
and and no provislons for such advances have  |Company amounting 1o Rs, 23.32 Crare. { Rs. 9.82
been provided lorin the BS. Crare Cverdraft and Rs. 13,5 Cr Inlar corporate
loans.}
3. Reserves & Surplus = INR 14 crare {including CRR
ol INR 15 Crore)
1. The Conipany 1s having o Hote| Property in
Gurgoan having a book value of INR d30 Crores. It
is also having o real estate Business having
inventory of INR 13.56 Crores [Fair Yalue a5 per
Valueris INR 40,13 Crares) as per the audiled
The Company is having aHotel Property in Balance Sheet of FY 2015.
urgoan 1n i [
HB Estale Developars ESC =154 ﬁlaf:gen::::f:lxisr.::lt:wzl:;e s::n:‘ai; lL: be 2. Assets of the company includes -
PSC =£000 -3,222.76 5C0.00 |Bask Value S00.00 ) . Fixcd Assets =431 Cr Not Apgplicable
L1d. {Loans - Unsecured) prafitable by lourth year of 1he operations of
&S = 3182 the Hotel. Bosed upon Lhese, 1aking the book Non Cufrent lvestments = 7.2 Cr
value. Cther non Current Assels = 8.45 {r
Long verm loans & advances= 1,05 Cr
Current Assel =302 0
3. The company has taken alecan ol INR 189 Crores
from banks and Inter Corporale loans of 131
Crores.
Based upan the Doard Resolution of HB
Mount Eslates Put, Lid. aalance Balance Porlfolio Lill'nited it I\-Ds been exa\‘ained that
{Advance against Sheet not Sheel not 420,00 |Book Value 220,00 the I,‘BPL“{"H be ge.umg the flars in futuia a¢ Not Apphcable
Property) srovided, provided. consideration of 1his advance money. o,
based upon the Management's Reprasentaion
it has been taken at baok value.
Tatal 3.662.50 2,950.80
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tabillty . . -BookValue | Basis ,:: Amount.
Employees/Staff cost
including retiring 2.02 |Book Value 2.02

benefits being tric.
Other Misc. expenses
payble heingtrfd.
Total EE 354

1,52 [Bock Value 152

Grand Total {Assets)
Grand Total [Labilities} Deleoegl s
Value of the Undertaking 6,283 (INR Lakhs
§/NumberofShares 17540384 |00
Value Per Share (INR) Per Share:

Assumptlons: '

1.The Expeited Yield is 9% (netoftases), *, " 1 1.

g

Valuation of HBEDL for Demerger 3

\ DL for Restructuring

Shareholder's Value of Hotel Business of HBEDL 16,508
Add: NPV of Residual business 1,769
Less : Preference Shares (March, 2015) 7,250
Less: Contingent Liability 624
Add : Value of Division demereged from HBSL 2,670
Equity Value of HBEDL {In INR Lakhs) 13,073
/ Number of Shares outstanding after Restructuring Il 218,48,419
valuéPerShare (INR) S 5,84
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