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The Goard of Miregtory

Sterlite Techmologies Limited

Surveny Bo, G, Madhuban Do Road,
Rakhaoli - 296 230,

Urion Territery of Dudra & Nagar Haveli,
Inesie.

Re: Valustion of the Power Business of Steriile Techaologied Limiled

Dear S/ Madams,

Wiz, Harnbhakti & Co, LLE, Chartered Accountants {“HECo™), have been appolnted vide letter dated
20 Aprit 204N Relr CEAS-Z/6D/7ULM Lo underiake the valualion of Powe fusiness of Sterlite
Technodopes Limited USTLY or “the Company”) as at 33" March 2015 on » going concern basis {or
the purpose mentioned in Para 1 below, We are plessed 1o present herewith our report on the

Same,

1. Purpose of Vatuation

1.1, 4TL i a public company domiciled in India and incorporated on 24" March 2000 under the
pravisioes of the Compantes Act, 1956, The equity shares of §TL are listed on BSE Limited and
the Mational Stock Cxehange Limited in India, The Company is primanly engaged in the
manufacture and sale of Power and Telecom praducts and selutions,

1.2, The Telecom products and solutions (“the Telecom Business™) mainly includes manufaciuring
of integrated optical fibers, fiber oplic cables, structured data cables, other telecom
products and system integration sofution offerings for telecom networks and other service
providers.

1.3, The Power praducts and solutions (“the Power Business”) mainty includes manufacturing of
power Wansmission conductors and cables, aluminium & altoy Rods and ownership and
opetations of power transmission networks, The Power Busingss, thus may be divided inta
two subdivisions:

1,51, The Power Product & Solotion Division: This divigion is primarily engaged in
manufactuning power conductors, power cables opticsl fibers composite graund
wire cables and rods and kitting of accessorios such as suspension sets, tension sets,
assenblies, vibration dampers, joint boxes, bonding clamps, et

14,7, The Power Transmission (Grig) Division; This division primarily undertakes power
tearamigsion (Grid) projects, Through this division, the Company is ourrently
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grecuting power transmission system projects, Parcindia vie ity whotly owned
stibsichiary companies awarded anoa ‘Bulld, Own, Operate and Maintain' (BOOM)
Bais. In accorgdance with this, transmissnion lines would be comimmsicngd and L
Company wobld operate and maintain the same for a tenure of 25-39 years throigh
project Special Purpess Vehicles (5PVs) anquired through competitive Didding

(3G,

Wo nnderstang that the manapement of the Company is considering a proposal o demerge
ity eitive Power Bosiness of 5TL 10 Stertive Power Trarsmission Limited ("8PTL"), & whally

owred unhitted subsichary of the Company with effect from 57 apeit 2015 CAppomted Date")

("Froposed Demaerger™), The Proposed Demerger is proposed to be caried through o scheme
of arrangement uader the provision of section 391 to 394 read with sections 100 to 103 of the
Companies Act, 1956 ("the Scheme”). Post the Proposed Demerger, the Telacom Husiness
shiall continoe to remain with 571,

i i proposed, under the Scteme, the equity shareholders of $TL would be provided with ihe
fotlowing npions:

ey accept alforment of one {utly paid ug equity share having face value 07 INR 2/ each
of the SPTL far every Nive fully paid up equity share of INR 2/ eagh in 5TL at & tair
value; or
2. Accept allotment of one fully paid up redesmable preference share, having Tace
value of MR 7/ each ("RES™) of SPTL for avery five fully pald up equity share of (MR
24 wach in STL st & falr value,
@, We understand from Lhe Management of 8T8 that such RPS witl carry & righl to s
flxed preferentiad dividend of B per annum and will be redeemalte in 18
maonths from the date of allotment at s premim,

. Such RS shall be Usted on a recognized stock edohange,
. The holder of BFS shall Kave the right to vore in general meeting of SPTL in

accordance with Section 47 of the Act.

n this regards, we HECo have been appointed to undertake the valuation of the Power
Business of L as at 317 March 2015 on a oing concern basis for the Proposed Demerger and
comsequently the fair value of the equity shares and RPS of SPTL. Further, we necd to
pruvir:‘:c-a' & report thereon Lo the Board of Directors of the Company containing & fair value of
the Power Busingss and the Talr value of the equily shares and RPS of S5PTL.

sources of information

For the purpose of undertoking tis valustion esercise, we have delied on Uhe following
sourees of information provides by the management of the Company and lormation
availabie in the public domain,

U R RAj

[T
{
A

Ve ,



HARIBHAKTI & CO. LLP

honte e

LI

3.4

-

RIS AT N AR

al Catracted summanzed profit and toss accnunts of the Power Business Tor Financial Year
YR 2013, 201 ane 2015 and extract of the balance sheel of the Power Business as a1
T March 2015

By audites finanoal statements af the subsidfanes belonging to the Power Division of the
Company {or ¥Y 2014,

¢ Unaughted provisional financial statemernt of the subsidiaries belonging 1o the Powey
Division of the Company for FY 205,

g} Peafs Scheme of Arrangement;

¢y Projections of  the Power Buoness including the subsidiaries belonging o the Power
Busingss for the period from 1% April 2015 to 31% March 2020 ar from 1 April 2015 to the
ened of Lhe respective project life of the subsidiary companies, as the Case mavbe:

) Relevant data apd information provided to us by the representatives of §TL in written or
aral foem ar i term of sott copy;

vy Discussions with Lhe representatives of ST fegarding the gast, current & future business
projections of ST,

hy fnformalion provided by leading database sources, fmarkel research reports and other
published data;

i} Management Reprosentation Letter dated 14 May 2014,

Exclustons and Limttations

This report, 115 contents and the results horein are (i) Specified to e purpose menticned in
this report (1) Specitic 1o the date of this report and (iif) are based on the balance sheet of
the Campany/ Power Business as st 35" March 2013 The Management has represented that
the business activities of the Company ¢ Power Business have boen carried qut in the normal
and ardinary coutse between 319 March 2015 and date heree! and that no material adverse
chafige Bas acourced in thetr respective operations and francial positicn betwean 31 march
2015 and dave hereof,

In accordance with the terme of our engagement, we have assumed and relied upon, without
independenl verification, (i) The accusacy of information made available w uy by the
Company and (H) the accuracy of the information that was publicly available, and formed
subslantiat basis for this valuation report, We have not carried out a due diligence or audit of
the Company/the Power Busingss, oor have we independently investigated or otherwise
verified the data provided by the Company. We da not express any form of assursnce that
the financial inTormation or ether information as provided by the Company is accurate, Also,
with respect o explanations and information sought from the Cempany, we have been given
to understand by the Company that they have not omitted any redevant and material factors
and that they have checked the relevance of materiatity of any spediic infarmation to the
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fresent exercise with Js in case of any douli, Accordingly, we do not express any Spinion o
offer any Torm of gisurance reparding He acourary snd complelenass,

O condlusions are Based wn these assumptions and information given by/on behstd of the
Company. The management of e Company has dicated Lo us that they have understood
that any omissions, inaccuracies or misslalements may materially affect our valuation
anafysis/rosutt, Accordingly, we assume no respansibility for any errors in the wdormation
furnished by the Company and their impact o the valuation report, Boweved, nothing has
come 1o oul BULeRtion to indicale thal the wformation provided was materially ms
statedfincorrect. We da not imply and it should not be construed that we have veritied sy
of the informmtion provided to s, or that our inguiries could have verified any matter, which
A e extensive examination might disciose,

During the coucse of worl we have retied upon the financizl projecrions of operating
Company/the fower Business provided ta us by the management. The realizations of the
projections are dependent on the continuing validity if the assompbions on which they are
hased, Since, the prajections relate o the future, actual results may be different from the
projected results becabse events and ciroumstances do nol ooour @ axpected,  and
differences may he matesial,

Valuation work, by its very nature, canngt be regarded as an exacl ende angd the
conclusions arrived at in many cases will be subjective and dependent on the exercise of
ingividual judpemens, Given the same set of facts and using the same assumplions, expesl
opinien may differ due Lo number of separate juddement decistons, which have to be made,
There can therefore be no standard formulae 1o establish an undisputable value, atthough
certam jormulae are helplul 1 assessing ressonableness, There s, therefore, no indisputable
single fair value, While we kave providged our recommendation of the fair value based on the
information avaitable to us and within the scope and conslraints of cur engagement, others
riay have a different opinion as to the fair value,

This ceport and its contents is prepared for the Company and to be used only for the specific
engagement and regulatory reporting purpose and must not be copied, disclosed o
circulated o referted Lo or guoted in any correspondence,  registration  statement,
prospectus, offering memoranduny, toan agreement. of other agreement or distussion with
sny person, The report is confidential Lo the Company and it {6 given on the express
pndertaking that wili not be communicated, in whole orin part, 1o any third party without
any prior written consent of HECo, Neither Lhis report nor its contents may be used Tor any
other purpose other than tn connection with this Proposed Demerger without prior written
consent of HeCo,

Whilst all ressonable care has been taken Lo ensure Hhatl the fagty stated in the repart are
pecurate apd the opinions given are fair and reasonable. Neither ourselves, nor any ot our
Partners, or Officers or amployees shall in any way be responsible contents stated hergin,
toccordingly, we make oo representation o waregnty, edpress or implied, in respect of
completeness, aulhentivity or agcuracy of Such statements, We expressly disclaim any and
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4.1,

4.2,

il Habilivies which may arise Dased on the information used in this report, We owe
responsibitity 1o the Board of Directors of the Campany snd nobody elve. We are not Liable
to any thirg pacty in relation to the issue of this report, In nu gvent we shall be Bable for any
Logs, Camage, GO Of EEpENLe Arising in any way for Traudulent acts, misrepresentations of
wiltfod defautt on the part of the Company, thenr management, directors, smployees of
agams,

A valuation of this nature is necessacily based on prevailing stock markel, finangiat,
coonomic and ether canditions in genorat and industry trends in particular as in effect on,
and the nfcrmation made available to us of, the date hereoef. Events occorring sfrer the
date heread, may affect this valuation report and the assumptions used in preparing it, and
wir do not assume any obligalions (o update, revise or reaffinm this valuation report,
Howevar, we reserve the fight 1o amend or replace the repaert sl oamy time in the event of
any material change (n the facts presented (o s,

The valustion ceport assumes that the Company comply fully with relevant laws and
roputations appticable in all ity areas of operations unless otherwise stated, ang that the
Company will be managed in a competent and responsible manner, Our conclusion of value
mesumes Lthat the assets and tiabilivies of the Company, ceflecied in their respective tlatest
Balance sheets remaln intacl as of the date hereof,

Brief Background

Sreclile Technologies Limted

STL, & public company domiciled in India, is primarily engaged in the manutacture #nd sale of
Power and Telecom products and solottons, STL i & part of Vedanta group of companies and
is headguartered in Pune.

The Telecom products and solulions (“the Telecom Business”) mainly includes manufacturing
of inteprated optical fibers, fibes optic cables, structured data cables, other telecom
products and system integration solunion offerings for welecom networks and other setvice
providers.

Provens Fuaninegs

Yhe Power products and solutions (“the Power Busfiness”) mainly includes manufacturing of
power transmisston conductors and cables, aluminium 8 alloy Rods and ownership and
operations of power transmission networks. The Power Business, thus may be divided into
two sub-divisions:
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Frparert Prosiaot wna Soluirons Division
The Power Product & Solution Division; This division b primarily engaged in manufacioning
power conductors, power cablps opticat fibers cormpoite ground wire cables s rods and
litting of accessories such ap suspension sets, tension sets, asserobiies, vibration dampers,
joirt boxes, bonding clamps, eto.
The range of product marulactured by this division includes variows power conducion like Al
89 Conductors, TAUSR Conductors, ACSS Conductors, ACCE Conductars, ECO Conducims,
DULL Conductors ete. The single integrates powsyr <ables manufsoturing facility of this
division it located at Haridwar, Uttaranchat, 1t manufactures and supplies MV, HY and EHY
cables, The platts have facttities for rod roliing, wire deawlng, heat treatmeant and stranding,
Bawenr Transmibsslon Ortd Division
The Power Transmission (Gnd) Division primarily  executes power Lransmission  system
projocts and provides strategic solutions through systems design, application engineering,
complete gngineering procurerment-construction project management, commissioning and
Lieeyvele services to jus cliemts,
Foilowing are the subsidiaries of the Company Tarmiing part of the Pewer Transmission (Grid)
Division of the Power Business:
Srertive God Veptyess Frivate Limited (05GVELT)
SOVRL 15 & subsidiary of ST, acts as the holding company for all the 5PVs of the Grid
Busingss, We understand that 5TL bolds 96,19% stake in SGVPL. However, on fully diluted
basis {considering conversion of OCRPS} stake held in SGVRL would be 72.90%.
Sreriite Grig Lumited (750G
Sl T a wholly owned subsidiary of SGVPL. Currentty, iU has three subsidiary companies, #s
mentioned below:
4.9.7, Fast Horthy Interoonnection Campany Limited (CDWICL™
ENICL has established two 400V Double Circult transmission lnes (with a wotal line
length of 450 kms) that passes through the lndian states of Assam, West Bengal and
fihar. Currently, SGL holds 4% of the wquity stake in EHICL whereas the remaining
BT s held directly by 571,
4,92, Jabeipur Transmdesion Company Limited ("JT0LT)
JTCL s engaged in establishment of & 765 ky Double Chrcuit and a 765 kv Single

Circuit tramsmisston Hne each which passes in the Indian states of Chhattisgarh and
Madhya Pradesh. Curreally, $GL hoids 100% stake in JTCL,
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BOTCL hay eslabdished four 765 kY Single Cirouit and two 400 kY Double Circuit
transmission tnes for ansmission systen i the Indian states of Madhya Pradesh,
Matisrashira and Gujarat. BOTCL & 1 wholly owned subsidiary of SG1L.

Bl bt Grud Lumated YN GE T

SGLT is a whotly owned subsidary of SGVIPL Currentdy, it has threw subsidiary companias, as

mentioned betow:

e f

4100, BAVE Transmasion Company Limnled (CRYCLT

RTCL s involved in establishment of 400 kv Double Cirowit transmission line that
would strengthen the transmission system in the Indian states of Rajasthan and
Madbya Pragesh, S6LY holds 100% stake in RTCL,

00,2, Puradia Whacsepue Trsosmbigion Company Lrnited (TFRTOD
FETCL i dnvolved i estaldistiment of two 400 kY Double Cirouit wansmassion Hnes
Wat would strengihen the transmission system in the Inchan states of West Bengal and
Jharkhang, SGLT holds 100% stake in PKTCL.

A 10030 BHEAS R Transmasyion Lovated ("N
MRSS has established three 400 KV Double Circuit transmission Hnes & one 4007220 kY
G5 Substation that would strengthen the transiission system in the Jndian states of
Jammu B Kastunir and Punjab, SGLY Bolds 100% stake in MRS,

Sterbite Gridh {iordtes 2 ("5G0T

SGL2 15 & wholly owned subsidisry of SOVPL, Currently, it has no operatlons.

Yaluation Approach

There are three generally accepted spproaches to valuation:

(a) "Cost” approach

{2} "hcome” approach

(v “Market” approach

Gt Approacty

The cost approach focuses on the net worth or net assels of a compary, This valuation
appeoach 15 mainly used in case where the fitm i W be towideted e i Joes pal meef the
“woing concern” or where the assets base dominates earnings capability or ¥f it is investment
folding company and slgniticant value 15 derived fromy ity investment holdings.
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The MAY Method ender the Cost Approact considers the Avseds and Lisbilities, ncluding
Intangible Assets and Contingent Linbitities, The et Assots, alter reducng the dues to the
Frefergnce Sharehotoers, i any, represent the eouity value GU & company.

Frceries gy gach

The inceme approach i widely vsed for valuation undsr "Going Concern’ basis. 1t {ocuses on
the income generated by the company in the past an well oo its future eaming capability.
The Tiscounted Cash Flow Methoo under the income approach seeis (o arive at & valuation
based on the strength of future cash Hows.

Grscounted Casl R R 1IN

Unger the DOF Method, the business & valued Dy discounting ity free Cash flaws (o Lhe
explicil Torgcast peciod snd the perpetaity vaiue thergafier,

We have considered the Free Cash Flow to Equily ("FOFE"Y under DOF Methoad for valuation
of the Grid Business., The free cash flows available o equity shareholders in the explicil
period are discounted by discounting factor based on cost of eguily,

We have considered the Free Cash Flow W Fquity {"FCFF"} under DCF Method for valuation
of the Comductor Buginess, The free cash flows available to firm in the explicit pertod and
those In perpetuity are discounted by discounting factor based on cost of capltal,

The perpetuity {terminal) value is caleulsted based on the business' poetential for further
growth bevond the explicit forecast period. The “constant growth model” s applied, which
implies an expected constant level of growth for perpetuity in the cash flows over the tasy
year of the Torecast pariod,

To the value of the Tirm so arvived, adjustments need 1o be made for the velue of
investments and contirigent assels/liabilities, if any, in order to arrive at the vatue for the
equily sharebotders,

Hear ket Approach

Under the Market approach, the valuation is hased on the market value of the company in
case of listed companies or/end comparable companies trading or transaction multiples of
comparabile companies, The Market appooach generatly reflects the investors” perception
about the true worth of the company.

Mariaet Price (“pFE™) Method

. Undaer the "Market” Approach, the market price of an equity share as quoted on 8 recoghized

stock exchange is normally considered as the fair value of the equity shares of that company
where such quotations are arising from the shares being repularly and freely traded.

T

Sy Frivate ana Contioeate
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G Under COM MeLhod, the vilue s determineg on the basis of muttiptes derived (rom valuations

G compa ale companies, ps mandested through stack market valuations of Usted companics,

3OThis valuanon s based an the pringiple thst market valugtions, taking place between

intormed boyers and informed selters, incarporate ali factors relevant to valuation, Relevant
mtples nesd to be chosen carefully and adjusted for differences  between the
CHCUMATANCES.

Wartua o Methedaingmes Spphivd:

The cut-off date Tor the valustion exercise has begn considgered as 217 March 2015,

In the presenl case, we have considered the NAY method for the valuation of the holding
companies and have consigered the DOF method for the valuation of operating companies /
BUSINGEL5 0%,

Valuation Conclusion

I the uitimate anplysis, valuation will have 1o invalve the exercise of judicious discretion
and judgment taking into account all the relevant factors, There witl always be zeveral
factors, e.g. preser and prospective competition, yield on comparable securities and
market sentiments eto, which are not evident frem the (xce of the balance sheets but which
witl strongly influence the worth of & share. This concepl ¥ atso recognised in judicfal
decisions, For example, Yiscount Simon Bd in Gold Coast Selection Trust Lid. vs. Humphrey
veported w30 1T 209 (House of Lords) and quoted with approval by the Ronourable Supreme
Court of India in the case feported in 176 TR 417 ag undey:

I the asser takes the form of futly pawd shares, the valoation will take into account not only
the 1erms of the agreement but a number of other factors, such as prospective yletd,
marketability, the general ouvtlook Tor the type of busingss of the company which has
alloited the shares, the result of a contemporary prospeetus offering simitar shares for
subsoription, the capital position of the company, so forth, There may also be an element of
virlug i the fact that the holding of the shares gives contrel of the company. If the asset fs
difficult 16 value, but 5 nonctheless of a money valge, the best valuation possible must be
made, Valustion is an art, not dn exsct sojence, Mathematical certainty is not demanded,
por ndesd 15 it possible."‘

Wortoc 1y ol e Poesan Busbiony 0 Dutdicy Sheo of 5B 7 BPS af SR

On thee basis of the {oregoing, 1n our opinton, the valug of the Power Business proposed to bo
demarged to SPTL entity as at 315t March 2015 on a going concern basis iy arrived in the
Fapge of INR B, 252 millicn wo INR 8,784 million,

Dt N LR L T
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6.3 Based on the assumption thats
THRTT 0T eguity shares of SPTL are issued (o the equity shareholders of STL, assuming
oty shareholders of 5TL exercises the option stated in 1.5(1) above, the value per eauity
share of INK 2/ each for the Power Business is assessed ay:

KR 104, 75 par share to R 117,50 per share

TE BT, BOT RPS of $PTL are issued to the shareholders of STL, assuming sharehelders of $7L
exerciies the option stated in 1.5(7) above, the value per RPY of IR 2 each for the Power
Bustress 15 assessed as:

IHR 104,75 par share to IR 11150 por share

Yours fatthiutly,

For Harihihskt & Co. LLF
Chartered Accountants

Firm Reglstration N, 103533wW

1
Sty ant-Sak bt dan e

Partner
MM, G482
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Board of Dircetors Bourd of Directors

Stertite Technologies Limited Stertite Power Transmission Limited
Gardrej Millennium Survey No, 6811

0, Koregaon Road Rakholi Village

Pune - 411 001, India Madbuban Dam Road, Silvassa

Dadar Nagar Haveli- 306230

Dear Sirs,
i CONTEXT AND PURPOSE
1.1 We refer to our engagement letter dated 30 Apri] 2015 and the subsequent discussions we

had with you, to carry out valuation of power business (hereinafter called the ‘Power
Business' or the ‘Specified Business) of Sterlitc Technologies Limited (ST or the
‘Company’), for the purposes of proposed demerger of the Power Business from 8TL into
Sterlite Power Transmisston Lirited (the ‘New Co’ or ‘SPTLY, with effect from 1 April,
2018,

z BACKGROUND

2.1 Sterlite Technologies Limited ('STL' or the ‘Company” is a public limited eompany
incorporated in India. The equity shares of 8TL are listed on the Bombay Stock Exchange
('BSE) and the National Stock Exchange (NSED. STL is primarily engaged in the
manufacture and sale of power products, telecom products and solutions and setting up of
power transmission  infrastructure (through #s transmission grid infrastrocture
subxidiaries).

2,1.1  The Power Business comprises power produets and solutions business (‘Power Products
Business') and STL's investment interest in the transmission grid infragtructure eompanies
{("Transmission Grid Business),

2,12 We understand that STL's investment interest in the Transmission Grid Business
comprises its controlling interest in six wholly owned {ransmission grid infrastructure
companties (Operating SPVs), i.e. Kast-North Intereonnection Cormpany Limited ('ENICLD,
Bhopal-Dhule Transmission Company Limited (BDTCLY), Jabalpur Transmission
Company Limited (\JTCL"), Rajusthan Atomic Power Project (‘RTCL"), Purulia & Kharagpur
Transmission Company Limited (PKTCL) and Northern Region Strengthening Scheme
project (‘NRSS".

2.1.3  STL holds controlling stake in these six Operating SPVs divectly and through a structure of
holding companics comprising Sterlite Power Orid Ventures Limited (SPGVL) and
SPGVL's wholly owned subsidiaries ie. Stedite Grid Limited (8GL) and Sterlite Grid
Limited 2 (8GLz2). Further, SPGVL also holds 100% stake in Sterlite Grid Limited 3 (8G13),
currently a shell company.

Price Waterhouse & Co LLP, Bullding No. 1o, teth Floor, Tawer - C, DLE Cyber City, Gurgaon - 122 o2
Tr 491 {124) 3306000, F: +01 (124) 33006940
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214 We further understand that in year 2014 Standard Chartered Financial Holdings (‘StanC
PI'Y invested in SPGVIL against which it was allotted Optionally Cenvertible Preference
Share ("OCPS"). As per the Management these OCPS on conversion will give StanC PE, a
significant minority stake in SPGVIL,

We understand that the Management of 8TIL (‘Management’) intends o de-merge the
Specified Business of STL into its wholly owned unlisted subsidiary, Sterfite Power
Transmission Limited { “SPTL" or Resulting Company), with effect from 1 April, 2015
(‘Appointed Date’) {the ‘Transaction’ or the 'Restructuring’ or the ‘Demerger’). The
Demerger is proposed to be curried out through a Scheme of Arrangement (‘Scheme of
Demerger’) under the provision of scetion 391 to 394 read with Seations 100 10 103 of the
Compasties Act, 19506.

I
fvd

2.3 Under the Scheme of Demerger il is envisaged that the shareholders of STL shall be
provided with the following options:

a) Accept 1 fully paid up equity share having face value of INR 2/- each of the Resulting
Company for § fully paid up equily share of INR 2/- each in 5TL; or

b) Accept 1 fully paid-up redeemable preference share, having face value of TNR 2/ cach and
premium of INR 110,30/ each, of the Resulting Company for 5 fully paid up equity share
af INR 2/- each in ST,

« We understand from the Management of STL that such redeemable preference
shares will carry a right to a fixed preferential dividend of 8% per annum and will be
redeemabile in 18 months from the daie of allotment al a premmium,

- Such redeemable preference shaves shall be listed on a recognized stock exchange.

- The holder of redeemable proference share shall have the right to vote in general
meeling of the Resulting Company in accordance with Seation 47 of the Act.

2.4 We understand that the equity shares of the Resulting Comparry are not proposed to be listed
and the Sharcholders of STL are provided an exit opportunity in the Scheme of De-merger.
Shareholders of STL will have an option 1o choose redeemable preference shares in the
Resulting Company which will be listed on a recognized stock exchange.

2.5 We also understand that pursuant to the Demerger the equity holding of STL in SPTL will
e eancelled and its equity shares will remain unlisted.

2.6 In context of the above, Price Waterhouse & Co LLP (‘PW&Co") has been requested to
eglimate the value of the Power Business {Valuation') as at 41 March, 2o1s (*Valuation
Date’) and the resulting per share equity value of SPTL on the assumption that all
sharcholders exercise option 2.3 {a).

2.7 We have carried out Valuation of the Power Business as al Valuation Date and our
approach and methodology are detailed in this report. This valuation report {'Valuation
Report’) is subject to the scope, assumptions, exclusions, limitations and disclaiimers
detailed hereinafier. As such the Valuation Report is to be read in totality, and not in paris,
in conjunction with the relevant documents referred to therein

3 PROCEDURES

3.1 The procedures used in our analysis included such substantive steps as we considered
necessary under the circumstances, including, but not necessarily limited o the following:

+  Considered the carve-out financial statements of the Specified Business for the year
coded 31 March 2015,
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»  Considered the financial projections of the Power Products, along with the underlying
assumplions for the period 1 April 2015 to 31 March 2020 (referred to as the 'Financial
Projections’);

o  Considered the Trapsmission Service Agreements (TSA') pertaining to  the
Transmission Crid Business;

e Considered the financial projections of six Operating SPV's under the Transmission

arid Business for their heensing term (term of the TSA);

» Interviews and discussions with the Management to augment our knowledge of the
operations of the Power Products and the Transmission Grid Business. Other
information, caplanations and representations thal were required and provided by the
Management,

= Draft Scheme of Demerger;

» Analysis of information available in the public domain in respect of the comparable
companies/ {ransactions, as may be relevant under the circumstances; and

»  Such other analysis, reviews and inquiries, as we considered necessary

3.2 During discussions with the Management, we have also obtained explanations and
information considered reasonably necessary for our exercise,

4 BACKGROUND
4.1 Power Products Division

4.1.1  Power Products Business is a division of 8TL and has the following three sub-segments:
a) Power transmission conductors;
b) Optical fiber composite overhead ground wire (OPGW) cables; and
¢) Extra high voltage power cables (PCB).

4.1.2  The 1olal installed capacity for a) Power transmission conductors is 1,60,000 MT; b)
OPGW is 7,000 MT; and ¢) PCB is 1600 KM, The Power Products Business has three
manufacturing facilities located at Haridwar, Silvassa and Jharsuguda in India.

4.1.3  We understand that the Power Products Business manufactures and sells products o
domestic as well as export markets. The magor export markets inchade Europe, Africa, the
Middle East and Latin America. Further in domestie market, Power Grid Corporation of
india Limited (PGCIL), State Electricity Boards and Distribution companies (‘Discoms”)
are their key clients.

Financial year ending March 31,

INR in Cr 2013 2014 . 2018
Income statemant

Total revenues 2,278 1681 1,504

Operating EBITDA: 94 a8 4

Source: Management information

«  STL manufactures two types of concductors: a) conventional conductors and b) Migh
Performing Conductors (HPC). HPC conductors, as compared to conventional
conductors, are more efficient in power transmission and have longer life.

«  Revenues from sale of conductors constilute major proportion (~86% during FY15) of
the total revenues of the Power Products Business.
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4.2 Transmission Grid Business

4.2.1  The Transmission Grid Business comprises of §TL's investment interest in six transmisgion
prid infrastructure companies (Operating §PVs)., 8TL investment interest in these six
transmission grid infrastructure companies is held divectly and through a structure of
holding companies comprising Sterlite Power Grid Venturcs Limited (S8PGVL) and
SPGVL's wholly owned subsidiaries i.e. Sterlite Grid Limited (SGL) and Sterlite Cirid
Limited 2 (SGL2). We understand ihat last year Standard Chartered Private Equity Fund
(‘StanC PR invested in SPGVL. by way of Optionally Convertible Preference Share
(‘OCPY). As per the Management these QCPS on conversion will give StanC PE, a
significant minority stake in SPGVL. In addition, $PGVL also holds 100% stake in Sterhte
Grid Limited 3 (8G1L3), currently a shell company.

4.2.2  These six transmission grid infrastructure companies/Operating 8PVs are engaged in the
development and implementation of interstate transmigsion projects in India on a build,
own, operate and maintain (‘BOOM') basis, Following arc the details on the Operating
SPVe:

+  Bast North Interconnection Company Limited CENICLT): ENICL is the developer of

2*400 kV double circuit transmission lines between Assam, Bibar & West Bengal with

total 450 kilometers line length. We understand (lhat these transmission lines are

utilized for transmitting the surplus power from the North Bast Region Eastern Region
to North India. The total term of the Transmission Service Agreement ("TSA") for

ENICL is 25 years. ENICL commissioned operations last year.

«  Bhopal Dhule Transmission Company Jimised (BRTCL"): BDTCL is the developer of
a*765 kV single circuil, 2%400 kV double cireuit transmission lines and 2 sub stations
between Jabalpur Bhopal, Bhopal Indore, Aurangabad Dhule and Dhule Vadodara
regions with total g7g lkilometers line length. BDTCL bas partially commissioned
operations and the remaining operations are expected 1o commence from April 2015,
The tofal licensing period for BDTCL as per the Transmission Serviee Agreement
("TS5A™} iz 35 years.

r

o Jabalpur Transuission. FTCLY: JTCL is the developer of 14765 kV
single circuit and 1*765 k RV anstission lines between Madhya Pradesh
and Chhattisgarh with total 634 kilometers line length. As per the Management, JTCIL
is expected 1o commence operations from July 2015 onwards. The total licensing
period for JTCL as per the Transmission Service Agreement (“TSA"), is 35 years.

= RAPP Transmission Company Limited ("R
cirenit transmission lines between Rajasthan and Madhya Pradesh with total zoo
kilometers Jine Jength. As per the Management, RTCL is expected to commence
operations from January 2017 onwards. The total Heensing period for RTCL as per the

Transmission Serviee Agreement ("T5A") is 35 years.

«  Purglin.and Kharsgpur Fransmission Compiny. Limited CPKTCLT): PKTCL is 2400
kV double circuit transmission lincs between West Bengal and Jharkhand with total
270 kilometers line length. As per the Management, PKTCL. is expected o commenee
operations from January 2017 onwards, The total licensing period for PKTCL as per the
Transmission Service Agreement (“TSA"), is 35 years.

o NRSS XXX Transmission Company Limited ("NRSS): NRSS is developing 3*400 kV
double circuil transmission line and 1 substation between Punjab and Jammu &
Kashmir with total 440 kilometers line length. As per the Management, NRSS is
expected to commence parl operations from Dec 2017 onwards and fully from April
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2019 onwards. The total term of the Transmission Service Agreement ("I'SA") for NRSS
15 34 yeurs,

5 VALUATION APPROACH AND METHODOLOGY

 Approaches

There are several commeonly used and accepted methods for determining the equity value
of a company/husiness, namely:

v Income Approach - Discounted Cash Flow method
«  Market Approach
= Comparable Companies’ Multiple method
*  Share Price Method
¢ Asset Approach - Net Asset Value method

5.3 IneomeApproach — Discounted Cash Flow ('DOE) Method

«  Under DCF Method value of a company can be assessed using the Free Cash Flow 1o
Firm Method (FCFF) or Eree Cash Flow to Equity Method (FCFE).

+  Under the FCFF method, the projected free cash flows to the firm are discounted at the
weighted average cost of capita), The sum of the discounted value of such free cash
flows is the vahue of the firm. The FCFF involves determining the following:

Estimating fiture free cash flows:

Free cash flows are the cash flows expecled to be gencrated by the company that are
available Lo all providers of the company’s capital — both debt and equity.

Appropriate discount rate to be applied to cash flows i.e. the cost of capital.

This discount rate, which is applied to the free cash flows, should reflect the
opportunity cost to all the capital providers (namely sharcholders and lenders),
weighted by their relative contribution lo the lotal capital of the company. The
opportunity cost to the capital provider equals the rate of return the capital provider
expects to earn on other investments of equivalent risk.

To the values so obtained from DCF analysis, adjustment, as appropriate, are made for
horrowings, surplus assets, contingent labilities and other matters to arrive at the
cquity value, The equity value is then divided by the total number of equity shares to
arrive value per equity share.

+ The FCFE method indicates the value of the equity by discounting the projected cash
flows available to equity shareholders. The method involves the estimation of the
residual cash flows after meeting all expenses, tax obligations and net debt payments
(interest, principal payments and new debt issuance) and discounting these eash flows
at the cost of equity, i.e., the rate of return required by equity sharcholders. The swm of
the discounted value of such free cash flows is the value of equity.

5.1.2  Markel Approach

« Comparable Companies’ Multiple (\CCM")

*  Under this method, value of a company is arrived at by using multiples derived
from valuations of comparable companies or comparable transactions, as
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manifested through stock market valuations of listed companies and the
transaction valuation. This valuation is based on the principle that market
valuations, taking place between informed buyers and informed sellers,
incorpovate all factors relevant to the valuation. Relevant multiples need to he
chosen carefully and adjusted for differences botween the circumstances.

«  Share Price Method
»  The market price of an equity share as quoted on a stock exchange is normally
considered as lhe value of the equity shares of that company where such
quotations are arising from the shares which are regularly and freely traded.
» In the present case, since the Specified Business is a segment and nol a
company whose shares are separately listed on a stock exchange, the Share

Price Method has not been adopted.

513  Asset Approach - Net Asset Value ((NAV') Method

¢ The asset based valuation technique is based on the value of the underlying net assets
of the business, either on a book value basls or realizable value basis or replacement
cost basis, This valuation approach is mainly uged in ¢ases where the asset base
dominates the earnings capability or the firm is to be liquidated i.e. it does not meet the
“poing concern” criteria. A scheme of de-merger would normally be procecded with on
the assumption that the Specified Business de-merged as poing concerns and an actual
realivation of the operating assets is not contemplated. In such a going concern
seenario, the relative earning power is of importance to the hasis of amalgamation, with
the values arrived at an the net asset basis being of limited relevance.

5.1.4 It should be noted that the application of any particular methed of valuation depends on
the purpose for which the valuation is done. Our choice of methodology of valuation has
been arrived al using usual and conventional methodologies adopted for transactions of a
similar nature and our reasonable judgment, in an independent and bonafide manner
hased on our previous experience of assignments of a similar nature

52  Methodology

5.2.3  For valuation of the Power Business we have primarily relied on the Income Approach -
DCF method and have benchmarked our results with the Net Asset Value method, Market
Approach has not been consideted on account of Jack of any direct comparable.

7.2.2  While carrying out the Valuation of the Power Business, we have adopted the sum of the
parts approach, wherein we determined the Enterprise Value of the Power Products
Business and wvalue of $TL's investment interest in the Transmission Grid Business
separately. Subsequently, we aggregated the Enterprise Value of the Power Products and
the vatue of STL’s investment interest in Transmission Grid Business and then adjusted the
same for debt, surplus cash and cash cquivalents, surplus assets, contingent liability ete, as
deemed appropriate to arrive at the Equity Value of the Power Business,

5.2.3  Power Products Business has been vahued using Free Cash Flow to Firm (FCFF) method of
the Ineorme Approach.

524 Toassess the value of STL's investment interest in the Transmission Grid Business:

«  Value of each of the six Operating SPV has been assessed using Free Cash Flow 10
Equity {FCFE) method)
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»  Value of the Operating SPVs has then been rolled up to their holding companies, SGL
and SGIL 2 and ultimately to SPGV1, to assess their Net Asset Values, While carrying
out the roll-up of values the inler-company receivables and payables were eliminated.

»  Nel Asset Value of SGL 3 {currently a shell company) has been added 1o the above
value 1o arrive at the equity value of SPGVL

+  Bquity value of SPGVL has then been adjusted for STL's effective stake in SPGVL
(assuming conversion of OCPS held by StanC PE) to arrive at the value of 8TL's
investment interest in the Transmission Grid Business.

For the purpose of the DCF analysis, the free cash flow forecast for the Power Products and
each of the six Operating SPVs of the Transmission Grid Business s based on the Financial
Projections as pravided by the Management. Management represented that the Finaneial
Projections represents their best estimate of the expected performance considering inter-
alia existing and projected operations and market conditions.

We must emphasize that realizations of free cash flow forecast will be dependent on the
continuing validity of assumptions on which they are based, Our analysis, therefore, will
not, and canmot be directed 1o providing any assurance aboul the achievability of the final
projections. Since the financial forecasts relate to future, actual results ave likely to be
different from the projected results because evenls and eireumstances do not oceur asg
expected, and the differences may be material. While carrying out this engagement, we
have relied extensively on historical information made available to us by the management
of the Companies and the respective Financial Projections for future related information.
We did not carry out any validation procedures or due diligence with respect to the
information provided/ extracted or carry out any verification of the assets or comment on
the achievability and reasonableness of the assumptions underlying the Financial
Projections, save for satisfying ourselves to the extent possible that they are consistent with
other information provided to us in the course of this engagement.

In performing our analysis, we were provided with assumptions with respect to industry
performance and general business and economic conditions, many of which are beyond the
control of the Company, In addition, this valuation will fluctuate with changes in prevailing
market conditions, the conditions and prospects, financial and otherwise, of the Company,
and other factors which generally influence the valuation of Companies and their assets.

Proposed Seheme of Demerger ~ We understand from the Management of STL that the
proposed Scheme of Demerger provides that shareholders of STL will have an option to:

a) Accept 1 fully paid up eqnity share having face vahie of INR 2/- each of Resulting
Company for 5 fully paid up equity share of INR 2/- each in STL; or

b) Accepl 1 fully paid-up redeemable preference share, having face value of INR 2/ each,
and premium of INR 110.30/ each, of the Resulting Company for 5 fully paid up equity
share of INR 2/- each in STL.

We understand that the equity shares of the Resulting Company are not proposed to be listed
and the Shareholders of STL are provided an cxit oppartunity in the Scheme of De-merger,
Sharcholders of STL will have an oplion to choose redeemable preference shares in the
Resuiting Company which will be listed on a recognized stock exchange.

Considering that the paid up equity share capital of STL comprises of 3%,40,59,001 equity
shares of Rs 2 each fully paid up and assuming that the sharcholders of ST exercises their
entitlement as stated in clause 5.3 (a) above, SPTL, will issue 78,811,801 equity shares of Rs
2 cach fully paid-up to the shareholders of ST). pursuant to the Demerger.
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Considering that the paid up equity share capital of STL comprises of 39,40,59,001 cquily
shares of Rs 2 each fully paid up and assuming that the shareholders of STL exercises their
cntitlement as stated in clavse 5.3 () above, SPTL will issue 78,813,801 redeemable
preference shares of Rs 2 caeh fully paid-up to the shareholders of STL pursuant to the
Demerger.

CONCLUSION

Based on consideration of the relevant factors and cirenmstances as discussed and outllined
in this reporl, the vahuation of the Power Business is assessed in the Range of

INR 804 crore o INR 885 crores
Rased on the assumption that:

78,811,801 equity shares of the Resulting Company are issued to the sharcholders of STL,
assuming sharcholders of STL exercises the option stated in 5.3 () above, the value per
equity share of Rs 2 cach for the Power Business is assessed as:

Rs 102,05 per share to Rs 112,30 per share

78,811,801 redeemable preference shares of the Resulting Company are issued to the
shareholders of §TL, assuming shareholders of ST cxercises the option stated in 5.3 (b)
ahove, the value per redeemable preference shares of Rs 2 each for the Power Business is
assessed as:

Rs 102.05 per share to Rs 112.30 per share

SCOPE LIMITATIONS, ASSUMPTIONS,QUALIFICATIONS, EXCLUSIONS AND
DISCLAIMERS

The Valuation Report, its contents and the results herein are specific to (i) the purpose as
per the terms of our engagement and (ii) and are based on the information provided by the
Management of STL for the Specified Business as detailed in Paragraph 2. The
Management has represented thal no material adverse change has occurred in the
operations and financial position of the Specified Business between 31 March 2015 and the
date of the issue of this Valuation Report.

A valuation of this nature is necessarily based on prevailing stoek market, financial,
cconomic and other conditions in general and industry trends in particular as in effect on,
and the information made available to us as of, the date hereof. Events occurring after the
date hereof may affect this Valuation Report and the assurnptions used in preparing it, and
we do not assume any obligation to update, revisc or reaffirm this Valuation Report,

The service provided under this Valuation Report does not represent accounting,
assurance, accounling/ tax due diligenee, consulting or tax related services that may
otherwise be provided by us or our affiliates.

The recosnmendation rendered in this Valuation Report iz based upon information
received from the Companies 1ill 17 May 2015 and other sources and the seid
recommendation shall be considered 1o be in the nature of non-binding advice (our
recommendation will, however, not be used for advising apybody to take buy or sell
decision, for which specific opinion needs to be taken from expert advisors),

Valuation is not a precise science and the conclusions arrived at in many cases will, of
necessity, be subjective and dependent on the exercise of individual judgement. There is,
therefore, no indisputable single value and we normally express our analysis as falling



2.6

77

7.8

7.9

710

7.11

Price Waterhouse & Co LLP Sterlite Technologies Limited

18 May 2015
Chartered Aceountants Pape :;

within a likely range. While we have provided our conclusion based on the information
available 1o us and within the scope and constraints of our engagement, others may have a
different opinion as to the Valuation conclusion. You acknowledge and agree that the you
have the final responsibility for the determination of and arriving at the final valuation
conclusion; and factors other than PW&Co's Valuation will need to be taken into account in
determining the final Valuation conelusion; these will include your own asscssment of the
acquisition or dispoesal opporlunity and may include the inpiis of other professional
advisors, In addition to our report you will natarally take into account matters outside the
scope of our work of which you are aware,

We have not carried oul a due diligence or audit of the Specified Business, nor have we
independently investigmed or otherwise verified the data provided by the Management. We
are not legal or regulatory advisors with respect 1o legal and regulatory matters for the
Transaction. We do not express any form of assurance that the financial information or
other information as prepared and provided by the Management is accurate. Also, with
respect to explanations and information sought from the Management, we hiave been given
to understand by the Management that they have nol omitted any relevant and material
factors and that they have checked the relevance or materiality of any specific information
to the present exercise with us in case of any doubt. Accordingly, we do not express any
opinion or offer any form of assurance regarding its accuracy and completeness.

"This Valuation Report does not address the relative merits of the Transaction as compared
with any other alternative business transaction, or other alternatives, or whether or not
such alternatives eould be achieved or are available.

The fee for this engagement is not contingent upon the results of the Valuation Report.

We understand that the equity shares of the Resulting Company shall not be listed on any
stock exchange and the shareholders of STL are being provided an exit opportimity in the
Scheme of De-merger. Shareholders of STL will have an option to choose redeemable
preference shares in the Resulting Company which will be listed on a recognized stock
exchange. We are not required to comment on non-listing of the equity shares of SPTL and
the fairness / adequacy of the exit option being provided to the shareholders.

Our scope of work is limited to Valuation of the Power Business. Our report is not, nor
should it be construed as, our opining or certifying the compliance of the proposed
Demerger with the provisions of any law including companies, FIXEMA and taxation related
laws or as regards any legal implications or issues arising from such proposed demerger.
Also, this Valuation Report and analysis does not represent a fairness opinion.

The Valuation Report assumes that the Specified Business complies tully with relevant laws
and regulations applicable in all ils areas of operations unless otherwise stated, and that
the Specified Business will be managed in a competent and responsible manner. Further,
except as specifically stated to the contrary, thiz Valuation Report has given no
consideration Lo matters of a legal nature, including issues of legal title and compliance
with local laws, and litigation and other contingent liabilities that are nat recorded in
balance sheet of the Specified Business, Our conclusion of value assumes that the assets
and Habilities, reflected in their respective latest balance sheet remain intact as of the
Valuation Report date, We owe responsibility to only the Board of Directors of the
Companies which have retained us, and nobody clse. We do not accept any liability o any
third party in relstion to the jgsue of this Valuation Report. This Valuation Report is pot a
substitute for the third party's own due diligence/ appraisal/ enquiries/ independent
advice that the third party should undertake for his purpese. It is understood that this
analysis does not represent a fairness opinion.

Neither the Valiation Report nor ils contenls may be referred to or guoted in any
registration statement, prospeetus, offering memorandum, loan agreement or other
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agreement. Purther, it cannot be used for purposes other than in conneetion with the
Transaction, without our prior written consent. In addition, this Valuation Report does not
in any mamner address the prices at which equity shares will trade following consummation
of the Transaction and we express no opinion or recommendation as to how the
sharcholders of either Company should vote at any shareholders’ meeting(s) 1o be held in
connection with the Transaction.

2.3  This Valuation Report is subject to the laws of India.

7.14  ‘This report is prepared for the Board of Directors of STL and SPTL and to the extent
mandatorily required under applicable laws of India, may be produced before judicial,
regulatory or government authorities, stock exchanges where shares of ST'L are listed, the
shareholders of §TL, Registrar of Companies, Regional Director, Official Liquidator, High
Court of the state where the registered office of STL is located and disclosed on the
Company website if required under any applicable laws in India, in connection with the
Trangaction.

715  In no event shall we be liable for any loss, damages, cost or expenses arising in any way
from fraudulent acts, misrepresentations or wiltful default on part of STL or ST, their
directors, employees or agents, In no cireumstances shall the liability of Price Waterhouse
& Co LLP, its partners, directors or employees, relating to the services provided in
cotmection with the engagement set out in this report exceed the amount paid to us in
respect of the fees charged for these services.

We would like to record our appreciation for the courtesy and co-operation received by us during
the course of our work.

a ]N. {aithfully

o &\;y‘»w
Rajin Wadhawan
Partner
Membership Number: 090172
For and on behalf of
Price Waterhouse & Co.
Firm Registration No 016844



