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Subject: Valuation of equity shares of Scoda Tubes Limited (“STL"”) for the
purpose of further issue of equity under section 62 (1)(c) Companies Act,
2013.

I, Chetankumar J Shah, Registered Valuer for Securities or Financial Assets
(Referred to “Chetan Shah” or “I" or "me”), refer to assignment given to us for
Valuation of equity shares of M/s. Scoda Tubes Limited ("STL" or “Company”).
The purpose of valuation is issue of further equity shares by the company under
the provisions of Companies Act, 2013.

The Valuation is carried out in accordance with internationally accepted pricing
methodology. | am pleased to present herewith our valuation report of equity
shares of the company.

| have carried out the valuation as on 31t March 2021 (“Valuation Date")
considering various data as stated in the ‘Sources of information’ section in the
report. A summary of the analysis is presented in the accompanying report, as
well as description of the methodology and procedure we used, and the factors
we considered in formulating our opinion. In addition, | have listed the sources of
information used in this report and the scope of work in the course of my
assignment, noting any limitations on our assignment. This report is subject to
the attached exclusions & limitations and to all terms and conditions in the
engagement letter for this assignment.

Based on our review of the information available to us, it is our opinion that
as on March 31, 2021, the value of equity shares of Scoda Tubes Limited
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(“STL") is valued at ¥ 275.48 per share. The detailed working as attached as
part of our report.

Should you require further information or clarifications, please feel free to

contact us.

FOR, CHETANKUMAR J. SHAH
PLACE: AHMEDABAD

Date : 02/08/2021
REGISTERED VALUER

SECURITIES OR FINANCIAL ASSETS
Regd. No: IBBI/RV/06/2020/13505
UDIN No : 21120539AAAAJX1823
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1. EXECUTIVE SUMMARY

1.1 TERMS OF ENGAGEMENT

We have been appointed to arrive fair value of Scoda Tubes Limited
(Refer to “STL", or “Company”). The purpose of valuation is for further
issue of equity shares under section 62 (1) (C) of Companies Act, 2013.

.2 PURPOSE OF VALUATION

The Company is planning to dilute its equity stake for further growth in its
business. The purpose of valuation is to for further issue of equity shares
under section 62 (1) (C) of Companies Act, 2013. This report is prepared
based on projections expectation by the company.

1.3 VALUATION APPROACH & METHODOLOGY

Approach Fair Value Methodologies

Income Approach Discounted Cash Flow (DCF) Method

We have used Discounted Cash Flow (DCF) Method under Income
Approach by giving 100% weight to DCF method to arrive at Fair Value of
Equity Share of Scoda Tubes Limited.
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VALUATION SUMMARY

The Fair Value of equity shares of Scoda Tubes Limited (“STL" or
"Company”) can be valued ¥ 275.48 per equity shares with entire company
can be valued ¥ 9.94 Crore as on March 31, 2021.

INTRODUCTIONS

SCOPE AND PURPOSE

We have carried out fair valuation of equity shares of Scoda Tubes Limited.
The purpose of valuation is for issue of additional shares as per provision
of Section 62(1)(C)

The material date of valuation is 31% March 2021.

This report summarizes the Valuation exercise of Scoda Tubes Limited.

Our investigation included a detailed review and analysis of the available
information.

The finding, observations, limitations, opinions and conclusions of this
exercise is being presented hereunder in the form of report.

We are not responsible for unauthorized use of this report.

The report shaii be utiiized for the purpose specificaily mentioned in this
report and not the otherwise.

BASIS OF VALUATION
This Valuation report is based on the “Going Concern Concept” which
assumes that enterprise shall continue to operate and run its business. This

is our opinion gives the best estimate of the value of its Business.

Fair Value definition adopted and reported is as follows:
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“The Fair Value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants
at the measurement date”.

2.3 SOURCE OF INFORMATION

2.3.1 In the course of our valuation, we have relied upon Company Profile, its
activities, Business Plan of Scoda Tubes Private Limited

2.3.2 Current Shareholding Pattern of the Company

2.3.3 Also, we have made valuation of our report on the basis of information,
including prospective information, provided to us by STL's management; a
review of financial statement, and other relevant documents; and through
outside research.

2.3.4 Future projections provided by management for next 11 years.

2.3.5 Profile of Promoter

2.3.6 Provisional Financial Statement as on 31 March, 2021.

2.3.7 Other information as per discussion with the representative of the
Company and available in public domain.

2.4 LIMITATION

24.1 This document has been prepared solely for the directors of STL for the
purposes stated herein and should not be relied upon for any other
purpose.

The purpose of valuation is for further issue of equity shares under section
62 (1) (C) of Companies Act, 2013. This report is not be used for any other
purpose including statutory purpose.

2.4.2 Budgets, projections and forecasts relate to future events and are based
on assumptions, which may not remain valid for the whole of the relevant

A

A

HC! ou.
2.4.3 Equity Valuations is based on future earning potential that may or may not
be materialized. Any financial projections e.g. Projected Balance Sheet,
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244

24.5

24.6

247

248

249

Projected Profit and Loss Account as presented in this report are included
solely to assist in the development of the value conclusion. The actual
results may vary from the projections given; a variation may be material,
which may change the overall value.

We have analyzed the projected financial information provided by the
company to determine its appropriateness considering the industry in
which the company operates.

Consequently, this information cannot be relied upon to the same extent
as that derived from audited accounts for completed accounting pericds.
We express no opinions as to how closely the actual results will
correspond to those projected results.

We have provided a draft copy of this report to STL's management, who
have confirmed to the best of their knowledge and belief that the factual
information contained within this document is correct and that there are
no material omissions.

We reserve the right to alter our conclusions should any information that
we are not aware of at the time of preparing this report come to light that
has a material impact on the conclusions herein. However, we have no
responsibility to modify this report for events and circumstances occurring
subsequent to the date of this report.

We have, however, used conceptually sound and generally accepted
methods, principles and procedures of valuation in determining the value
estimate included in this report.
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ABOUT COMPANY

Scoda Tubes Limited (“STL") is public limited company incorporated under
the Companies Act, 1956 on November 10, 2008, having its registered
office at Survey No-1568/1569, Kalol-Mehsana Highway, Vil:Rajpur, Ta.
Kadi. Dist. Mehsana-382470. The Company Identification Number (CIN) of
the company is U28110GJ2008PLC055392.

....................... A\AS | Canmalnaa o e o ,.l
vveEIaeUd (.X JCOIIIICD) IUIJC) al

pc
The units are well equipped with the most modern technology in Stainless
Steel Tubes and Pipes (Welded as well as Seamless) Stainless Steel Bright
Annealed (B.A) Pipes, Tubes & U-Tubes, Duplex, Super Duplex. The
manufacturing units cover the range of 1/4" NB to 12" NB-Schedule 5,
Schedule 10, Schedule 40, and Schedule 80 ETC and can offer products
according to customer’s specification and standard & Tubing from 6 mm

to 104 mm.

CURRENT SHAREHOLDING PATTERN OF COMPANY

Below is the current shareholding pattern of equity shareholders as on
31st March 2021:

Sr.No.

Name of Share Holder No. of shares | % Share holding
held

Dharmendrabhai R Patel 1,83,565 50.88%

Ankit H Patel 55,930 15.50%

Dipak Kantibhai Patel 43,325 12.01%

Shailesh H Patel 40,000 11.09%

Asha D Patel 23,750 6.58%

2 bl Ll bad b F

Others 14,200 3.94%

TOTAL 3,60,770 100.00%

Valuation Report of Scoda Tubes Limited
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5. FINANCIALS OF SCODA TUBES LTD.

5.1 FINANCIAL STATEMENT

SCODA TUBES LIMITED

Balance Sheet (MR lacs)
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Statement of Profit and Loss (1N inLacs)
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FAIR-VALUE MEASUREMENT METHODOLOGY

The fundamental premise on which all investment decisions are based is
that value to a potential investor is equal to the present worth of future
benefits. This basic concept can be applied to the valuation of the entire
compaiy, as well as paiticulai secuiities which compiise the capital
structure of that company. In each instance, it is a matter of identifying the
future returns to the investor that the company can be reasonably
expected to generate and determining their present value in the context of
the uncertainty associated with realizing these returns.

These are two bases to determine the value of a company; going-concern
and liquidation. In case of a company which is expected to continue
operating into future, the prospective investor will evaluate the risks and
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6.3

7.

expected returns of the investment on a going-concern basis. The
investor's primary concern is not with the individual values of enterprise
assets, but with their ability to generate the returns he expects in the
future. The second is that the investor interested in individual assets values
and primarily from the standpoint of security or collateral for his
investments if for any reason the company should choose to liquidate. In
such case, liquidation values for the assets, as well as all costs associated
with liquidation would prevail.

When determining the value of a business enterprise, these are three
general approaches available to the valuation professional: the market
approach, the income approach and the asset approach, sometimes
referred to as the adjusted book value approach. The choice of which
approach to use in a particular situation depends upon the specific facts
and circumstances associated with the company; as well as the purpose for
which the valuation analysis is being conducted.

FAIR-VALUE MEASUREMENT METHODOLOGY -
ASSETS APPROACH

Net Adjusted Value Method (“NAV” Method)

7.1

Valuation Report of Scoda Tubes Limited

This is a general way of determining a fair value indication of a business,
business ownership interest, or security by using one or more methods
based on the value of the assets of that business net of liabilities. The

or replacing the property, less depreciation from physical deterioration
and functional and economic obsolescence, if present and measurable.
The asset-based approach derives an indication of value based on
anticipated cost to replace, replicate, or recreate the assets. It is often
considered as “Floor” value. This method may be used when company is
not profitable enough to result in a value greater than tangible assets.
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7.2

8.

Since, this is growing company and its asset base does not dominates its
earning capacity we have not applied this method to determine the fair
value of shares.

FAIR-VALUE MEASUREMENT METHODOLOGY -
MARKET APPROACH

Market Price Method / Comparable Companies Multiple Method

8.1

8.2

0
(¥

9.

The market price of an equity shares as quoted on a stock exchange is
normally considered as the value of the equity shares of that company
where such quotations are arising from the shares being regularly and
freely traded in, subject to the element of speculative support that may be
inbuilt in the value of the shares.

Since, this is closely held company; we have not considered market price
method of valuation to value this company.

Mareover we have not found any similar sized listed company engaged
into the same business and accordingly Comparable Companies Multiple
Method has not been taken into consideration.

FAIR-VALUE MEASUREMENT METHODOLOGY -
INCOME APPROACH

Discounted Cash Flow Method ("DCF” Method)

9.1

Valuation Report of Scoda Tubes Limited

This is a general way of determining a fair value indication of a business,
business ownership interest, security, or intangible asset using one or
more methods that convert anticipated benefits into a present single

amournt.
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9.2

9.3

94
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The discounted cash flow (“DCF”) method is a frequently used form of the
income approach to determine the fair market value of a closely held
company. The method is one of the methods for estimating the present
value of the projected future cash flows to be generated from the business
and theoretically available (though not necessarily paid) to the capital
providers of the company. In the DCF method, the counterpart to the
market multiple described above is the discount rate applied to the
projected future cash flows to arrive at the present value. The discount rate
is intended to reflect all risks of ownership and the associated risks of
realizing the stream of projected future cash flows. It can also be
interpreted as the rate of return that would be required by providers of
capital to the company to compensate them for the time value of their
money, as well as the risk inherent in the particular investment. Unlike the
market multiple, however, the discount rate employed in the DCF method
contains no implicit expectations of growth for the cash flows. Instead, the
projected cash flows themselves reveal growth expectations, while
allowing for a great deal more flexibility in projecting such growth rates.
The “cash flow” figures used in the DCF method represents the true cash
flow being generated by the business. In short, it incorporates cash
expenditures on working capital and
the non-cash expenses contained in earnings figures. The cash flows are
typically projected over a limited number of years, depending on the
planning horizon of the specific company and other factors related to the
particular industry and the general economy. As a result, it is necessary to
compute a terminal value as of the end of the last period for which cash
flows are projected. This terminal value is essentially an estimate of the
value of the enterprise as of that future point in time, and it incorporates
the assumptions of perpetual operations and implicit growth found in the
market approach. Discounting the projected future cash flows and the
terminal value back to the present and summing the results yields an
indication of value for the enterprise as a whole.

The Discounted Cash Flow (DCF) approach indicates the Fair Market Value
of a business based upon the cash flows that the business can be expected
to generate in the future. Under this method, post-tax cash flows for a
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9.5

9.6

9.7

Valuation Report of Scoda Tubes Limited

projection period are estimated after considering company's requirement
of re-investment in fixed assets and also incremental Working capital
requirements. These cash flows are discounted at a cost of capital
provided by management of Companies, which reflects the risks of the
company and the capital structure.

Valuation under DCF method is based on the Projections as provided to us
by the Management.

S

e Profit after Tax adding depreciation as per the Projections have been
considered.

e Fund requirements for projected capital expenditure and incremental
working capital have been reduced from the cash earnings of the
respective years.

The post-tax cash flows of each year are then discounted at the Adjusted

Cost of Capital (Kc). WACC is considered as the most appropriate discount

rate in the DCF Method, since it reflects the business risk and does not

consider differences in capital structure. In other words, WACC is the
weighted average of the firm's cost of equity and debt. We have used the

value of the project. Cost of Equity (Ke) is arrived at considering the

following parameters.
The Cost of Equity is worked out using the following formula:

- Risk free rate of return + (Beta x Equity Risk Premium)

- The risk-free rate of return is considered based on yield on long term
government securities of RBI. (Sources : www.rbi.org.in)

- Appropriate beta is considered based on the basis of beta of the
industry. (Source: http://pages.stern.nyu.edu).

- Market return has been considered based on BSE Sensex Value as on
valuation date i.e. 31 March, 2021.
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9.12
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Required return on equity
R: 6.13
R.. 15.91
illiquid Premium 0.50
Additional Risk Premium 0.50
Beta 1.60
K. 22.82
Growth Rate 5.00

- Equity Risk Premium is considered based on the expected market
return of the investor over and above the risk-free rate.

- Liquidity Risk Premium of 0.5% and Additional Risk Premium of 0.5%
have been considered on account of economic disruption caused by

Pandemic.

After the expiicit period, STL wiii continue to generate cash. in DCF
Method, therefore, perpetuity value is also considered to arrive at the
values for its business. For arriving at the perpetuity value, we have
considered an appropriate growth rate. In our opinion, such growth rate is
reasonable considering the industry in which the businesses are operating.
Cash flows for perpetuity have been arrived at after making appropriate
adjustments for corporate taxes, estimated capital expenditure and
incremental working capital requirements.

The discounted perpetuity value is added to the discounted cash flows for
the explicit period to arrive at the enterprise value.

Appropriate adjustments have been made to the enterprise value for
specific cash and cash equivalents and Value of Non-Cperating Asse
pertaining to STL to arrive at the fair value of the Company.

The calculation under this method has been presented in Annexure A.
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10. SELECTION OF VALUATION APPROACHES AND
WEIGHTS ASSIGNED

In our analysis of the Company, we have taken into consideration the
income and cash-generating capability of the Company. Typically, an
investor contemplating an investment in a company with income and
cash-generating capability similar to the Company will evaluate the risks
and returns of the investment on a going-concern basis. We have
considered Discounted Cash Fiow Method under income approach by
giving 100 % weight to it.

11. CONCLUSION

The Fair Value of Equity of Scoda Tubes Limited has been estimated using
income approach.

11.1  Equity Value of STL is estimated approximately ¥ 9.94 Crore as on 31
March 2021 and it has outstanding number of shares as on 31% March
2021 is 3,60,770.

4!
11.2 Hence, it's per share e

Rl

uity value comes to ¥ 27548 per e

ARKAKKKAKKRKKKRKKRKARRXKRAX K
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ANNEXURE - A
Discounted Cash Flow Method (“"DCF")

SCODA TUBES LIMITED i
Particulars 2022 2023 2024| 2025 2026 2007 2028 2029 2030 2031
PAT 2537 30102 36254 51385| S8877| 91503 | 123481 131709| 133649 158206
Add: Interest 89991| 87284 82765| 78093| 73475 68854| 64248 50971 56930 54410
Add: Depreciation and Amortisation 46103 TIR% 61055| S2324| 44868 38484| 33041] 28374| 24379 20057
Gross Cash Flow to Firm 165641 1,886.80 1,800.74 | 1818.02| 177220 1988.51| 2207.70| 220054 | 2,149.58 | 2335.73
Capital Expenditure (457201) - -
Changes in W.C 103052))  (966.06) 20448) 79197 /572431 [786.19)) (1,00753)] [1196.17)[ (1.12564)( (122647
Net Free Cash Flow to Firm (3946.12)) 920.74 152626 | 102605 1199.77| 120232| 111017 | 100437 102394 1109.26
Year for Discounting Factor 100 200 300 400 5000 000 100 8.00 900| 1000
Discounting Factor 088 078 069 061 054 047 042 037 033 029
Net Present Value (3485.24)|  T718.23 105151 62433| ©64477| 57068| 46540 37187 33484| 32037
Present Value for Explicit Period | 161676

Equity Valuation
Particulars X in Lacs
Present Value of Explicite period 1,616.76
Terminal Period Value 3,895.60
Cash & Bank Balance 314.24
Add : Non Current Investments 19.99
Business Value (Post) 5,846.59
Less: Total Liabilities 4,642.72
Equity Value (Post) 1,203.87
Less: Newly issued equity shares 210.00
Equity Value (Pre) 993.87
Existing No. of Shares 360,770
Value Per Share (in INR) 275.48

WACC

Particulars Weight WACC
Cost of Equity 0.37 8.37
Cost of Debt 0.63 4.86
WACC 13.22

Valuation Report of Scoda Tubes Limited
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