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CONSENT LETTER FROM VALUER

To,

The Board of Directors,

M & B Engineering Limited

MB House 51 Chandrodaya Society

Opp Golden Triangle Stadium Road Post Navjiyan
Ahmedabad, Gujarat — 380 014

Re: Proposed initial public offering of equity shares of face value of ¥ 10/- each (the “Equity
Shares”) of M & B Engineering Limited (the “Company”) comprising a fresh issue of
the Equity Shares of the Company (“Fresh Issue”) and an offer for sale of Equity Shares
by certain existing shareholders of the Company (the “Offer for Sale”, and together
with the Fresh Issue, the “Offer”)

Ladies and Gentlemen,

With reference to the captioned matter, we understand that the Company, is proposing to undertake
the Offer. We also understand that in terms of applicable law, the details of acquisitions undertaken
by the Company and its subsidiaries are required to be disclosed in the Offer Documents along with
the details of valuation undertaken for such acquisitions. We also understand that such valuation
reports are required to be made available for inspection in accordance with applicable law.

We, Tipsons Consultancy Services Private Limited, SEBI registered Category-I Merchant Banker had
issued:

a. Valuation report in relation to the valuation of equity shares of Modtech Machines Private
Limited dated February 16, 2021 for the purpose of issue of equity shares.

b. Valuation report in relation to the valuation of equity shares of Modtech Machines Private
Limited dated May 10, 2023 for the purpose of transfer of equity shares. (collectively, the
*Valuation Report(s)’)

c. The copies of these valuation reports are enclosed at Annexure A; and

In this regard, we hereby accord our no-objection and our consent to the inclusion of our name and
the details and content of the Valuation Report(s) (in part or full) in the Red Herring Prospectus
(RHP) and the Prospectus (Prospectus), which the Company intends to file with the Registrar of
Companies, Gujarat at Ahmedabad (RoC) and thereafter file with the SEBI and the Stock
Exchanges and in any other Offer related documents.

Further, we authorize you to include the Valuation Reports and this letter as a “Material Contract and
Document for Inspection” in the Offer Documents, as required and make the Valuation Reports and
this letter available for inspection in accordance with applicable law.

We represent that our execution, delivery and performance of this consent has been duly authorised
by all necessary actions (corporate or otherwise). We agree to keep the information regarding the
Offer strictly confidential.

Tipsons Consultancy Services Private Limited
(CIN - U74140GJ2010PTC062799)
(SEBI Registration No. INM0000 11849 - Category-1 Merchant Banker)
Regd. & Corp. Office: 1" Floor, Sheraton House, Opp. Ketav Petrol Pump, Polytechnic Road. Ambawadi. Ahmedabad -~ 380015
Website: www.iipsons.com , Phone: 079 66828064, 66828000 Fax: 079 66828001, Email: mbd@tipsons.com
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We confirm that, we will immediately communicate any changes in writing in the above information
10 the book running lead managers 1o the Offer (BRLMs) until the date when the Equity Shares
commence trading on the Stock Exchanges. In the absence of any such communication from us
BRLMs and the legal counsels to the Offer. can assume that there is no change to the above
information until the Equity Shares commence trading on the Stock Exchanges pursuant 1o the Offer.

This conseat letter is for information and for inclusion {in part or full) in the Oer Documents or any
ather Offer-related material, and may be relied upon by the Company, BRLMs and the legal counsels
appointed in relation to the Offer. Further, we consent 1o this letter and the Valuation Reports 1o be
uploaded on the websites of the Company and the BRILMs and on the website or the database of the
Stock Exchanges.

We hereby consent to the submission and disclosure of this consent letter as may be necessary 1o the
SEBL the RoC. the Stock Exchanges, including the repository system of Stock Exchanges and any
other regulatory, statutory or governmental authorities andfor for any other litigation purposes and/or
for the records to be maintained by the BRLMs and in accordance with the applicable law.

All capitalized terms used herein and not specifically defined shall have the same meaning as ascribed
to them in the Offer Documents, as the case may be.

Yours farthfully,
For Tipsons Consultancy Services Private Limited

e Dilip Shah
Date: July 16, 2023

Ce:
Book Running Lead Managers to the Offer

Equiras Capital Private Limited
12th Floor, C Wing,

Marathon Futurex,

MM, Joshi Marg, Lower Parel,
Mumbai — 400 013

Maharashira, India

DAM Capital Advisors Limited
PG-1, Ground Floor,

Rotunda Building, Dalal Swreet,
Fort. Mumbai 400 001,
Maharashtra. India

Tipsons Consultancy Services Private Limited
SO = LI T2 T
{SEBI Registration No. INMD00011849 - Category-1 Merchant Banker)
Regd & Corp, {Nfice: 1% Floor, Sheraton Howuse, Opp. Ketav Peirof Pump, Polyteciune Rosd, Anbawadl, Alwsedabad - 380015
Wehsite: www tipenns, coni , Phowe; 079 66828064, 66828000 Fax: 079 66525001, Email: mbdanipsons.com
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Legal counsel to the Book Running Lead Managers

J. Sagar Associates

One Lodha Place

27" Floor, Senapati Bapat Marg,
Lower Parel,

MMumbai 400 013

Miaharashtra, India

Legal counsel to the Company

Trilegal

Oine Warld Centre

10™ Floor, Tower 2A & 2B,
Senapati Bapat Marg,
Lower Parel {West),
Mumbai = 4000 013

Tipsons Consultancy Services Private Limited
(TN = TS SO O T2 T
(SEBI Registration Mo, INMMME 1849 - Category-1 Merchant Banker)
Rewal, & Corp. Office: 1Y Floar, Sheraton House, Opp. Ketav Petrol Pump, Palyiechmic Road, Ambawadi, Ahmedabad - 350013
Website: wiwse tipsons. com . Phone: 079 S6828004, 66828000 Fae: 070 66828001, Email: mbdaltipsovs, conn
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MODTECH MACHINES PRIVATE LIMITED Private & Confidential
Share Valuation Report

1. INTRODUCTION

This Report is prepared by Tipsons Consultancy Services Private Limited (hereinafter
referred as “Tipsons” or “TCSPL”} for Modtech Machines Private Limited
(hereinafter referred as the “Company” or “MMPL”} on the basis of audited
accounts, provisional accounts, financials, reports, documents, papers, information
and explanations given by the officers of the Company. TCSPL has relied on
information provided to it by the Company and do not take any responsibility for its
correctness, accuracy and its adequacy. It is clearly informed that Company is
primarily responsible for correctness, accuracy, and adequacy of the information

contained herein,

This report is to facilitate Company to arrive at the Fair Market Value of Equity
Shares as on 31st December, 2020 for the purpose of issue of equity shares of the
Company as required Section 56(2)}{viib) of Income Tax Act, 1961, read with rule 11UA
of the Income Tax Rules, 1962 as amended from time to time.

The use of this report shall be limited to the purpose intended in the report onty and

shall not be utilized for any other purpose.
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2.EXECUTIVE SUMMARY

I. ASSIGNMENT:

Company has approached “TCSPL” for carrying out the Valuation of its equity shares
as on 31st December, 2020 for the purpose of issue of equity shares of the Company
as required under Section 56(2)(viib} of Income Tax Act, 1961, read with rule 11UA of
the Income Tax Rules, 1962 as amended from time to time.

TCSPL is a Category-l Merchant Banker registered with SEBI having Permanent
Registration No. INMO00011849.

While carrying out the assignment, Tipsons has considered the present and future
financials, operations and business activities of Company. Further, Company has
provided to the Tipsons the past and present financials, future financial projections,
business, operational & corporate informatiocn & other relevant documents, papers
etc. and Tipsons has studied & considered such financials, information, documents

etc. to prepare this Report.
{I. VALUATION METHOD - RATIONALE:

Future Earning Method (DCF Method)

Under this method, the value of equity share of the Company is arrived at by
analyzing the historical trends and future financial projections. The Discounted Free
Cash Flow (DCF) method is one of the most common & prevalent method for valuation
of business. Under this method, the value per Equity Shares comes to Rs. 334.21/-

(rounded off to Rs. 334/-}.

Valuation Conclusion

We have estimated the Fair Market Value of the equity shares of Company as ¢n 31st
December, 2020 to be Rs. 334.21/- (rounded off to Rs. 334/-) per equity share
{face value Rs. 100/- per share) on the basis of Discounted Free (?a_sh Flow {DCF)

method.
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3. OBJECTIVE OF THE VALUATION OF EQUITY SHARES:

The obj_ective of the valuation of equity shares of Company is to arrive at the Fair
Market Value of Equity Shares as on 31st December, 2020 for the purpose of issue
of equity shares of the Company as required under Section 56(2){viib} of income Tax
Act, 1961, read with rule 11UA of the Income Tax Rules, 1962 as amended from time

to time,
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4. SOURCE OF INFORMATION:

I. SOURCE OF INFORMATION:
We have relied on the information/data/documents/ reports etc. made available to us
by C'nmp.an:.- for the preparation of this report, as briefed hersunder:

1. Audited Annual Accounts of Company for the Financial Year ended for 31
March 2020.

2. Relevant provisional financials details as on 31st December, 2020

3. Brief History, Present Activities, Profile etc. of Company.

4. Future financial projections of the Company for the period from FY ended 2021
to FY ended 2026, provided by Company.
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5. ABOUT THE COMPANY

Modtect Machines Private Limited is a Private limited company incorporated
on 14th November,1990. It is classified as Non-govt Company and is registered
at Registrar of Companies, Ahmedabad. Its registered office is situated at
Survey No. 396. Plot No, 73 P, New Ahmedabad Industrial Estate, Sarkhej-Bavla
Highway, TA: Sanand Moraiya Ahmedabad G.J 382213.

Modtech Machines Private Limited is promoted by a technocrat entrepreneur
Mr. Kishansinh Gohil; and is engaged in the business of manufacturing,
designing and assembling a unique range of machines and equipments which
include certain special type of Investment Castings {IC) machines and End of
the Line (EOL} Robotic Industrial Automation Machines and Components

thereof.

The IC machines manufactured by the company are utilised by the
manufacturers of investment cast components which are high precision
components used predominantly in industries like Aerospace, Automobiles,
Medical device and implants, etc. As the name suggests investment casting
process is basically a foundry process only but is utilised for extremely
small/high precision oriented components where the equipments and facilities
have to be very precise and precision oriented and hence the word

“Investment Casting”.

Similarly the End of the Line (EOL} Robotic equipments are used for
automation of packaging lines of a wide variety of FMCG/food/consumer
products which are produced in bulk and therefore whose packaging
requirements, if automated, can also significantly help such production tines in
increasing their efficiencies and capacities. Modtech is thus operating in a very

niche area.
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PROMOTERS & MANAGEMENT TEAM
Modtech Machines Private Limited is led by a strong and highly experienced

management team, supported by a team of professionals with a strong
technical and marketing capabitities supplemented by core industrial
experience in each of its product lines which drives the Company to a steep
growth chart. The present Board of Directors of the company comprises of the
following individuals:

| Sr. No. Name : Designation
ER | Kishansinh Hardevsinh Gohil | Directer
; Director

2. | Rupaba Kishankumar Gohil

As on the valuation date, the Authorised share capital of MMPL was
Rs. 1,50,00,000 /- comprising of 1,50,000 equity shares each of Rs.100/- fully
paid up and the Paid Share capital of MMPL was Rs 14,983,200 /- comprising of
149,832 equity shares each of Rs.100/- fully paid.
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6. VALUATION OF EQUITY SHARES OF COMPANY

I. Valuation Approach:

There are different methods for valuation which can be applied for arriving at the
fair market value of the equity shares of the company. However, the application of
methods depends upon various factors which directly or indirectly may affect such
valuation. Some of such factors are as under;

1. Objective for which the valuation is carried out including the regulatory
requirements as to the approach and methods of valuation.

2. Industry segment where the Company is operating.

3. Nature of the business and the history from its inception.

4. Future projections as to bhsiness operations and financials of the Company.

Based on the given objective of this valuation and considering various factors, we
have applied the following methodology for arriving at the fair market value of
Equity Shares of the Company.
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i, Valuation Method:

Future Earning Method:

The value of equity share of the Company under this method is arrived at by analyzing
the historical trends and the future financial projections. This method takes into
account the future potential earnings and profitability of the Company. One of the
commonly used Future Earning Method is Discounted Cash Flow Method.

Discounted Cash Flow (DCF) Method:

The DCF method is one of the most rigorous & commonly used approaches for
valuation of business. In this method, the future (projected} free cash flows from
business operations are discounted at the cost of capital and sum of such discounted
free cash flows determines the value of the business. We have considered the past
performance and expecting the future growth of the company in the business
operations & Profitability for the future 6 financial years. For Discounting of free cash

flow, we have taken weighted average cost of capital at 16.50%.
(Rs.in Lakhs)

Farticutars

2021(E) | 2022(E) 25'2‘3'(E)| 2024{5)i 2025(€E) | 2026(E)

| Profit Before Tax | (135) 85 422 555 725 813
" Add: Interest ‘ 9% | g8 | 87 86 : :
“Add: Depreciation l 110 | 120 | 125 113 3 113
Less: Taxes ' | R | 106 | 139 | 181 203
“Adjusted Net Profit ' 72| 272 | 529 | 616 | 657 | 723
Less Taxes . . | ) . |
Working Capital - 615 420 i 95 67 136 148
_{Increase}/Decrease | | —ul = . | | |
Incremental Capex 50 73 | 100 100 100 50
Gross Cash Flows ' (593) | (223) 334 448 421 | 525
Year for Discounting | 0.75 1.75 2.75 3.75 4,75 5.75
Factor . | | | | |
" Discounting Factor 0.89 0.77 0.66 0.956 0.48 0.42
Net Present Value ' (529) | (1717 | 219 | 253 204 218
Present Value for | T 194.40

Explicit Period
(Source: Financial Projections Provided by the Company)
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Cost of Equity Financing

RISk Free Rate {GOI Security Bond Yleld}

..I

Private & Confidential

Market Return

Market equity risk premium 10.03%
Additional Business & Projection Risk 5.00% |
Beta Coefficient 1.00
Cost of Equity ) 20.92% |

Weighted Average Cost of Capital

Targel Averﬂge I}el:rt{ﬁs Lakhs l

T O Al [Det

. 817.55

Target Average Equity (Rs. Lakhs) 1,605.64 |
' Tax Rate 25.00%

- Cost of Debt 10.42%
Cost of Debt {post tax) 7. 82%
Cost of Equity ) 20.92%

Weighted Average Cost of Capital(WACC) N 16.50% |

Calculation of Terminal Value

{HESE T LR i Lakas |
Terminal Year Gross Cash Flow 524.59
WACC 16.50%
Terminal Growth rate 4.00%
Discounting Factor B 0.42
Present Value of Terminal Period 1,813.52

Calculation of Value of Business

Present Value of Expllot Period
Add: Terminal Value 1.813. 1,813.52
Enterprise Value 2 .007.92
Add: Cash Balance (as on 31.12.2020) - 3.2
Add: Investments {(as on 31.12.2020) 36, 93
Less: Total Debt (as on 31.12.2020) 1,048.47 |
Equity Value (Post Money) T 01_9_@%_
"Less: Equity Infusion 518.86
Equity Value (Pre Money) 500.75
Adiusted Equity Value ; 500.75
No. of Equity Shares - l 1,49,832
Value per Share (in % 5 334.21
 Value per Share (in rounded off ) 334/-

e i
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. VALUATION CONCLUSION:

Based on the valuation methodology applied hereinabove, we have arrived the Fair
Market Value of Equity Shares of the Company as on 31 December, 2020 at
Rs. 334.21/- (rounded off to Rs. 334/-) per equity share (face value Rs. 100/~

per sharej.

11
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7. CAVEATS, LIMITATIONS & DISCLAIMERS:

The Report issued by TCSPL is specifically and only for the purpose of the arriving
at the fair value of equity shares of MMPL for the purpose of issue of equity shares
of the Company as required under Section 56(2){viib) of income Tax Act, 1961,
read with rule 11UA of the Income Tax Rules, 1962 as amended from time to
time. The report shall not be used for any purpose other than menticned above.

Cur report is subject to certain caveats, limitations & disclaimers detailed
hereinafter;

1. The repcrt is to be read in totality, and not in parts, in conjunction with the
relevant documents referred to herein.

2. No inves:igation of the company’s claim to title of assets has been made for
the purpose of this valuation and their claim to such right has been assumed to
be valid. No consideration has been given to liens or encumbrances against the
assets, beyond the loans disclosed in the accounts. Therefore, no responsibility
is assumed for matters of a legal nature.

3. Our work does not constitute certification of the historical financial statements
including the working results of the company referred to in this report.
Accordingly, we were unable to and do not express an opinion on the fairness
or accuracy of any financial information referred to in this report.

4. This Report is based on the audited financials, projected financials and other
relevant information & explanations provided to us. TCSPL has relied on
information provided to it and do not take any responsibility for its
correctness, accuracy and its adequacy. It is clearly informed that MMPL is
primarily responsible for correctness, accuracy, and adequacy of the
information contained herein. Neither TCSPL nor any of its Directors,
Employees or associates undertake responsibility in any way whatsoever to any
person in respect of any errors, if any, in this report.

5. Budgets, projections and forecasts relate to future events and are based on
assumptions, which may not remain valid for the whole of the relevant period.
Consequently, this information cannot be relied upon to the same 4:-_x_ter1t as

12
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that derived from audited accounts for completed accounting periods. We
express 1o opinion as to how closely the actual results will correspond to those
projected or forecasted by the Company.

6. The valuation conclusions arrived is by their nature, subjective and dependent
on the exercise of individual perception. There can therefore be no standard
formulae to establish an indisputable value, although certain formulae are
helpful i1 ascertaining reasonableness. Our valuation analysis should not be
construed as Investment Advice and specifically, we do not express any opinion
on the suitability or otherwise of objective for which the valuation report is
being issued.

7. Valuation analysis and results are specific to the purpose of valuation and the
valuation date mentioned in the report is as intimated to us. It may not be
valid or used for any other purpose or as at any other date.

8. This report is issued on the understanding that MMPL has drawn our attention
to all material information, which they are aware of concerning the financial
position of the Companies and any other matter, which may have an impact on
our opinion, on the fair value of shares of the Companies. We have no
responsibitity to update this report for events and circumstances occurring
after the date of this report.

9. In the course of the valuation, we were provided with information, financials,
which we have considered through broad inquiry and review but have not
carried out a due diligence or audit of the information provided for the purpose
of this engagement. We assume no responsibility for any errors in the above
information furnished to us and consequential impact on the present exercise.

10.Our report is not, nor should it be construed as our opining or certifying the
compliance of the proposed objective for which report is being issued, with the
provisions of any applicable laws or as regards any legal implications or issues
arising from such proposed transaction.

11.0ur Report and the information contained therein are confidential. Any
person/party intending to provide finance/invest in the shares/businesses of
any of the Companies, shall do so, after seeking their own professional advice
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and after carrying out their own due diligence procedures to ensure that they
are making an informed decision. It is to be noted that any reproduction,
copying or otherwise quoting of this report or any part thereof, other than as
mentioned in the objective, can be done only with our prior permission in
writing.

12.This report is prepared only in connection with estimating the Fair vValue of
shares for the use of the company and for submission to the Income tax
department only. _

13.Neither the Valuer firm nor its, managers, employees or agents of any of them,
makes any representation or warranty, express or implied, as to the accuracy,
reasonableness or completeness of the information, based on which the
valuation is carried out. All such parties expressly disclaim any and all liability
for, or based on or relating to any such information contained in the valuation.

For, Tipsons Consultancy Services Private Limited

ZROTI
S N
|| = ."Il \I|I1'.: 1
||:'.l'I 'I:.!
AT [ I'
Director «".;:M___./I /4
WY o
L

Place: Ahmedabad
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1. INTRODUCTION

This Report is prepared by Tipsons Consultancy Services Private Limited (hereinafter
referred as “Tipsons” or “TCS5PL") for Modtech Machines Private Limited
(hereinafter referred as the "Company” or “MMPL") on the basis of audited
accounts, provisional accounts, projected financials, reports, documents, papers,
information and explanations given by the officers of the Company. TCSPL has relied
on information provided to it by the Company and do not take any responsibility for
its correctness, accuracy and its adequacy. It is clearly informed that Company is
primarily responsible for correctness, accuracy, and adeguacy of the information
contained herein.

This report is to facilitate Company to arrive at the Fair Market Value of Equity
Shares as on 31st March, 2023 for the purpose of transfer of equity shares of the
Company as required Section 56(2)(x) of Income Tax Act, 1961, read with rule 11UA of
the Income Tax Rules, 1962 as amended from time to time.

The use of this report shall be limited to the purpose intended in the report only and
shall not be utilized for any other purpose.

Bl o o T T E e P e e R T E L PP L E
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2.EXECUTIVE SUMMARY

I. ASSIGNMENT:

Company has approached “TCSPL" for carrying out the Valuation of its equity shares
as on 31st March, 2023 for the purpose of transfer of equity shares of the Company
as required under Section 56(2)(x) of Income Tax Act, 1961, read with rule 11UA of
the Income Tax Rules, 1962 as amended.

TCSPL is a Category-l Merchant Banker registered with SEBI having Permanent
Registration No. INMOO0011849,

While carrying out the assignment, Tipsons has considered the present and future
financials, operations and business activities of Company. Further, Company has
pravided to the Tipsons the past and present financials, future financial projections,
business, operational & corporate information & other relevant documents, papers
etc. and Tipsons has studied & considered such financials, information, documents
etc. to prepare this Report.

Il. VALUATION METHOD - RATIONALE:

Future Earning Method (DCF Method)

Under this method, the value of equity share of the Company is arrived at by
analyzing the historical trends and future financial projections. The Discounted Free
Cash Flow (DCF) method is one of the most common & prevalent method for valuation
of business. Under this method, the value per Equity Shares comes to Rs, 259/-,

Valuation Conclusion

We have estimated the Fair Market Value of the equity shares of Company as on 31st
March, 2023 to be Rs. 259/- per equity share (face value Rs. 100/- per share) on
the basis of Discounted Free Cash Flow (DCF) method.
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3. OBJECTIVE OF THE VALUATION OF EQUITY SHARES:

The objective of the valuation of equity shares of Company is to arrive at the Fair
Market Value of Equity Shares as on 31st March, 2023 for the purpose of transfer of
equity shares of the Company as required under Section 56(2)(x) of Income Tax Act,
1961, read with rule 11UA of the Income Tax Rules, 1962 as amended.
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4. SOURCE OF INFORMATION:

I. SOURCE OF INFORMATION:
We have relied on the information/data/documents/reports etc. made available to us

by Company for the preparation of this report, as briefed hereunder:

Audited Annual Accounts of Company for the Financial Year ended for kS by
March 2022.

2. Relevant provisional financials details as on 31st March, 2023
3. Brief History, Present Activities, Profile etc. of Company.
. Future financial projections of the Company for the period from FY ended 2024

to FY ended 2031, provided by Company.

Risk free return obtained from

Information pertaining to Market Return from the website of BSE i.e.
www.bseindia.com

. We have considered Industry Specific unlevered Beta of 0.90 i.e.

{Engineering/Construction) from the website https://pages.stern.nyu.edu/-
adamodar/New_Home_Page/data.html. However, considering the average of
target Debt & Equity (Networth) of the Company considering FY ended 2023 to
FY ended 2031, we have re-levered the Beta of 0.90 to 1.12 and have
considered the same in arriving at the WACC., Thus, we have considered Beta of
1.12 in our valuation exercise,

5
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8. ABOUT THE COMPANY

Modtech Machines Private Limited is a Private limited company incorporated
on 14th November,1990. It is classified as Non-govt Company and is registered |
at Registrar of Companies, Ahmedabad. Its registered office is situated at
Survey No. 396. Plot No, 73 P, New Ahmedabad Industrial Estate, Sarkhej-Bavla
Highway,TA: Sanand Moraiya Ahmedabad GJ 382213.

e

Modtech Machines Private Limited is promoted by a technocrat entrepreneur
Mr. Kishansinh Gohil; and is engaged in the business of manufacturing,
designing and assembling a unique range of machines and equipments which
include certain special type of Investment Castings (IC) machines and End of
the Line {(EOL) Robotic Industrial Automation Machines and Components
thereof.

e i e —————

The IC machines manufactured by the company are utilised by the |
manufacturers of investment cast components which are high precision
components used predominantly in industries like Aerospace, Automobiles,
Medical device and implants, etc. As the name suggests investment casting

LA A AR LA A A L A AR AA T A AA A A LT AR AN AR LTRSS A T T T T T T T T T T T T T T T T T e T T T
T S nn—

process is basically a foundry process only but is utilised for extremely
small/high precision oriented components where the equipments and facilities
have to be very precise and precision oriented and hence the word
“Investment Casting”.

e

Similarly the End of the Line (EOL) Robotic equipments are used for
automation of packaging lines of a wide variety of FMCG/food/consumer
products which are produced in bulk and therefore whose packaging
requirements, if automated, can also significantly help such production lines in
increasing their efficiencies and capacities. Modtech is thus operating in a very
niche area.
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PROMOTERS & MANAGEMENT TEAM
Modtech Machines Private Limited is led by a strong and highly experienced
management team, supported by a team of professionals with a strong
technical and marketing capabilities supplemented by core industrial
experience in each of its product lines which drives the Company to a steep
growth chart. The Board of Directors of the company as on valuation date
comprises of the following individuals:

5r. No. Name Designation
1. Kishansinh Hardevsinh Gohil Director

2 Chirag Hashmukhbhai Patel Director
3. Malav Girishbhai Patel Director
4 Aditya Vipinbhai Patel Director

’

’

:

E As on the valuation date, the Authorised share capital of MMPL was
: Rs. 3,25,00,000/- comprising of 3,25,000 equity shares each of Rs.100/- fully
f paid up and the Paid Share capital of MMPL was Rs 3,05,78,000 /- comprising of
: 3,05,780 equity shares each of Rs.100/- fully paid.
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6. VALUATION OF EQUITY SHARES OF COMPANY

I. Valuation Approach:

There are different methods for valuation which can be applied for arriving at the
fair market value of the equity shares of the company. However, the application of
methods depends upon various factors which directly or indirectly may affect such
valuation. Some of such factors are as under;

1. Objective for which the valuation is carried out including the regulatory
requirements as to the approach and methods of valuation,

2. Industry segment where the Company is operating.

3. Nature of the business and the history from its inception.

4, Future projections as to business operations and financials of the Company.

Based on the given objective of this valuation and considering various factors, we
have applied the following methodology for arriving at the fair market value of
Equity Shares of the Company.
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II. Valuation Method: |
Future Earning Method: |
The value of equity share of the Company under this method is arrived at by analyzing
the historical trends and the future financial projections. This method takes into
account the future potential earnings and profitability of the Company. One of the |
commaonly used Future Earming Method is Discounted Cash Flow Method.

Discounted Cash Flow (DCF) Method:

The DCF method is one of the most rigorous & commonly used approaches for
valuation of business. In this method, the future (projected) free cash flows from
business operations are discounted at the cost of capital and sum of such discounted
free cash flows determines the value of the business. We have considered the past
performance and expecting the future growth of the company in the business
operations & Profitability for the future 8 financial years. For Discounting of free cash
flow, we have taken weighted average cost of capital at 16.30%.

{Rs.in Lakhs)
Year End FY2024 | FY2025 | FY2026 | FY2027 | FYZ028 | FY2029 | FYZ030 | FY2031
Profit Before Tax 36| 488 | 1,119 1,721 2,279 2,524 | 2,622 | 2,746
Add: Interest 8| 8 77 74 74 74 74 74
Add: Depreciation 10 120 125|113 13 113 113 113
| Less: Taxes | . 122 280 430 570 631 655 687
ﬂ:w Profit 232 568 1,042 1,478 1,897 2,081 2,154 2,247
| Working Capital -
(increase} 0 1) | @223) 204 363 27 139 .
Incremental Capex . - - 100 100 100 100 100
Gross Cash Flows 293 791 B37| 1,015| 1,470| 1,B42 | 32,054 | 2,147
Year for
Discounting Fact 1._0?1. 2.00 3.00 4.00 5.00 6.00 7.00 B.0O
Discounting Factor 088 0.74 0.6 0.55 Q.47 0.40 0.35 0.30
1aliiem Value 251 584 532 555 691 T44 Ti4 6432
Present Value of 1159
Explicit Period :

(Source: Financial Projections Provided by the Company)

s Eﬂ,{;,—%
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L
i Cost of E Fi |
: |
‘ Particulars ———— Details |
! Risk Free Rate (GOl Security Bond Yield) 7.32% |
! Market Retum 15.60%
' | Market equity risk premium _8.29% |
i Additional Business & Projection Risk 2.00% |
‘ Beta Coefficient 112 |
g Cost of Equity 18.58% |
i |
‘ Weighted Aver of |
i WACC = Details |
. | Target Average Debt (Rs. Lacs ) 598 |
¢ Target Average Equity (Rs. lacs) 1,872 |
‘ Tax Rate 75.00% |
| Cost of Debt 12.21% |
i Lost of Debt (post tax) 9.16% :
§ Cost of Equity 18.58% |
‘ | WACC 16.30% |
i |
Calculation of Terminal Value |
: “Terminal {Rs in Lakhs) |
: s | :
‘ " FY 2031 2,147 :
‘ WACC 16.30% | :
; Terminal Growth rate 5.00% | 1
/ Present Vaiue 5,962 3
] [
¢ [
¢ ¥
E Ca Business :
B [
] | Particulars (Rs in Lakhs) | !
4 Present Value of Explicit Period 3,359 !
¢ | Add: Terminal Value 5,961 ;
| Enterprise Value 9,3 :
i Add: Cash Balance (as on 31.12.2020) 52 | :
§ | Add: Investments (as on 31.12.2020) 57 :
i Less: Total Debt (as on 31.12.2020) 1,509 | I
‘ Equity Value 7,921 5
' Mo, of Equity Shares 30,57,800 '
; | Value per Share (in %) 259 |
E :
§ l
: I, VALUATION CONCLUSION: E
‘ Based on the valuation methodology applied hereinabove, we have arrived the Fair ;
F
E Market Value of Equity Shares of the Company as on 31" March, 2023 at E
E Rs. 259/- per equity share (face value Rs. 100/- pér sharé). ~ ;
a |
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7. CAVEATS, LIMITATIONS & DISCLAIMERS:
The Report issued by TCSPL is specifically and only for the purpose of the arriving
at the fair value of equity shares of MMPL for the purpose of issue of equity shares
of the Company as required under Section 56(2)(x) of Income Tax Act, 1961, read
with rule 11UA of the Income Tax Rules, 1962 as amended from time to time.
The report shall not be used for any purpose other than mentioned above.

Our report is subject to certain caveats, limitations & disclaimers detailed
hereinafter;

1.

The report is to be read in totality, and not in parts, in conjunction with the
relevant documents referred to herein.

. Mo investigation of the company’s claim to title of assets has been made for

the purpose of this valuation and their claim to such right has been assumed to
be valid. No consideration has been given to liens or encumbrances against the
assets, beyond the loans disclosed in the accounts. Therefore, no responsibility
15 assumed for matters of a legal nature.

Our work does not constitute certification of the historical financial statements
including the working results of the company referred to in this report.
Accordingly, we were unable to and do not express an opinion on the fairness
or accuracy of any financial information referred to in this report.

This Report is based on the audited financials, projected financials and other
relevant information & explanations provided to us. TCSPL has relied on
information provided to it and do not take any responsibility for its
correctness, accuracy and its adequacy. It is clearly informed that MMPL is
primarily responsible for correctness, accuracy, and adequacy of the
information contained herein. Neither TCSPL nor any of its Directors,
Employees or associates undertake responsibility in any way whatsoever to any
person in respect of any errors, if any, in this report.

Budgets, projections and forecasts relate to future events and are based on
assumptions, which may not remain valid for the whole of the relevant period.
Consequently, this information cannot be relied upon to _the same extent as
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that derived from audited accounts for completed accounting periods. We
express no opinion as to how closely the actual results will correspond to those
projected or forecasted by the Company.

. The valuation conclusions arrived is by their nature, subjective and dependent

on the exercise of individual perception. There can therefore be no standard
formulae to establish an indisputable value, although certain formulae are
helpful in ascertaining reasonableness. Qur valuation analysis should not be
construed as Investment Advice and specifically, we do not express any opinion
on the suitability or otherwise of objective for which the valuation report is
being issued.

. Valuation analysis and results are specific to the purpose of valuation and the

valuation date mentioned in the report is as intimated to us. It may not be
valid or used for any other purpose or as at any other date.

. This report is issued on the understanding that MMPL has drawn our attention

to all material information, which they are aware of concerning the financial
position of the Companies and any other matter, which may have an impact on
our opinion, on the fair value of shares of the Companies. We have no
responsibility to update this report for events and circumstances occurring
after the date of this report.

- In the course of the valuation, we were provided with information, financials,

which we have considered through broad inquiry and review but have not
carried out a due diligence or audit of the information provided for the purpose
of this engagement. We assume no responsibility for any errors in the above
information furnished to us and consequential impact on the present exercise.

10.0ur report is not, nor should it be construed as our opining or certifying the

compliance of the proposed objective for which report is being issued, with the
provisions of any applicable laws or as regards any legal implications or issues
arising from such proposed transaction.

11.0ur Report and the information contained therein are confidential. Any

person/party intending to provide finance/invest in the shares/businesses of
any of the Companies, shall do so, after seeking their own professional advice

12
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and after carrying out their own due diligence procedures to ensure that they
are making an informed decision. It is to be noted that any reproduction,
copying or otherwise quoting of this report or any part thereof, other than as
mentioned in the objective, can be done only with our prior permission in
writing. '

12.This report is prepared only in connection with estimating the Fair Value of
shares for the use of the company and for submission to the Income tax
department only.

13. Neither the Valuer firm nor its, managers, employees or agents of any of them,
makes any representation or warranty, express or implied, as to the accuracy,
reasonableness or completeness of the information, based on which the
valuation is carried out. All such parties expressly disclaim any and all liability
for, or based on or relating to any such information contained in the valuation.

For, ns Consultancy Services Private Limited

Jitendra Shah
Managing Director

Date: May 10,2023
Place: Ahmedabad

13

EE i e R I S - Pl I g o g o JF S e g I P I Tl b gt R O S S e e e S e e

L S g g R R et R E P R R R R Eat E 8 JF B P g g R

[
i
|
|
g
[
i
I
[
§
[
f
[
i
[
[
I
f
[
I
[
f
[
f
F
f
f
f
f
g
f
f
¥
I
f
I
|
f
f
I
¥
[
i
¥
f
[
I
¥
f
.
f
I
f
I
f
[
L
f
f
[
f
i
¥
f
i
f
f
f
i
[
f
f
[
I
I
.
#
i
f
#
!
L
’
i
4
L
F
#
’
-



