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1. ETRODUCTION

Star Ferro and Cement Limited {“S{FCL"f’_f’ghe Company™} 'i§ & public “Timited COmpRnY-
incorpersted ander the Companies Act, 1956, preséntly engaged in and having interests in
Feiro Alleys, Cement and Power businesses directly and ] ough jts: subsidiaries: The
equity shares of SFCL are listed on the BSE Limited-and Natiohal Stock Exchange of India,

SFCL’s main businesses comprise of:

1. Manufacturing of ferro alloys, power plant at Byrnihat in the’ State of Meghalaya sind
invéstinent in 83,58,998 Equity Shares of Rs. 10/~ each 4(c@gigﬁﬁi£u£-ing‘48:8ﬁ’%ié -of the
tetal paid-up capital) 6f Meghalaya Power Limited (herejwafter referred to as Férro
Alloys Division). _ )

2. Manufacturing of cement through its subsidiary (heréinafier réfeired taas Cement
Division).

SECL has manufacturing facility of ferro alleys and cement in thie -Stabe 6l ‘Meghalaya, SFCy;
undertakes its cement business through its subsidiary ~Cement-Manufasturing Company
Limited (“CMCL”} and holds 29,547,500 Equity Shares of Rs10}- eash. of CMCL constituting
70.48% of the total Issued, Subscribed and Paid-up. Share Capital of CMCL. SFCL and
CMCL also held 48.80% and 51.00% aggregating to 09.80% shares.of Meghalaya Bower
Limited (“MPL") having a power phint at Lishnong in the State of Meghalaya. Power
gerierated from this unit is supplied to CMCL to meet itsprésent and expanded capaciifes
at Meghalays. '

The present day nature and size of the aforesaid two businesses af BFCL are sudh that the
divergent considerations; fictors, financials, risks and rewards:applicable to the Funriirig,
grewth and development of suéh blisinesses are required to be addressed with greaterfocus
at all levels. Such divergent natures of the said businesses .are also such that they are
required to be evaluated and looked upen separately.  The ‘$aid. busiiesses have good
potential for funding, ranning, growth-and t’['cvelepmenf"’ch‘gmnfasi‘-?ﬁﬂependehﬁ"husi_ngssés.-_

developinent of dach of the husinesses, intends fo. demerge its' ‘Feriy Alloys Division! tosg
separate company i.e. Shyam Century Ferrous Limited. {SCFL) as apgoti conicern with effect

from appointed date April 1, 2014, SCFL is. a wholly ewied sﬂ-bsi'"dﬁ‘i;y of ‘SFCL. Post
demerger, SFCL will confinle to.be 5 holding company of CMGE heving Cement Division.

Accardingly, the management of SFCL Wxth strategic intént of restruchiring and

The demerger is proposed to be cairied out through-a Scheme of Demerger dnder Sebtions
391 to 394 of the Companies Act; 1956. Upott stich provisions of thezCompanies-Act, 1956
being re-enacted by enforcement ‘of provisions of the Companies Act, - 013, all referetices
shall, unless a diffetent intentionigppears; be vonstrued as references s the provisions so
re-griacted.

Through the proposed Scheme of Arrangement under Sections 3916 394 6f the Companies
Act, 1956, the Ferro Alloys Division of SFCL would be demerpedts SCPL. Tn condideration
of demergér, SCFL would issue and allot shares to the shagehiolders of SFCL. After
demetger, the-shares of the SCPL will bie listed on the safe stoek é}zchan;ges on which
sharey of SFCL-are listed. Allthe existiig shares of SCFL held by the SEEL (5,00,000 Equity
Shares of Re.1/- cach) shall be cancelled upon the new shares in SCFE being issued to the.
shareholders of SFCL. Futther, post demerge, SFCL would continue te carey on the
Ananufacturing of cement through CMCL,
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“Ferre Alloys Division” rieans the entire undertaking of SFCL:constifuted iw. the busifess

and interests of SFCL. in manufacture of ferro alloys, including ‘Gaptive power plants:

attached theretoand comprising of; ' '

i, Ferro allays and power plant at Byrnihat inthe: Stste of Meghitaya,

if. 83,568,998 Equity Shares of Bs.10/- each in.MPL. constittiting 48 86% of the total
paid-up capital of MPL T

and shall mean and include Al property, rights and powers arid all debts, liabilities, duties
and obligations of SFCIL pertaining to the Ferrs Alloys Bivisign.,

As per clause 240 of ‘the [isting Agreenient, the cotipénies. goirig through. any
arrafigement/ amalgamation/ mergeryreconstruction/reductisn of cdpital, etc. are required
to obtain a “Fairness Upinion” from an Independent Mercharit Bapker relating to the:
valuation of assets/ shares done by the Valuer.

3. LEGAL DISCLAIMER

The Company has requested us to issue a Fairness Opinion Report an the Entitlement Ratio
Report given by Singhi & Co., Cha;ftere&.l\»ccduntant_s-, on demergerof Ferre- Alloys Divigion
to BCFL. In preparing this Fairness Opiniory Report, we have-relied’ upon. and assunied,
without independent verification, the aceursicy and completeness-oball inférmation. provided
to us. ’

Ia furnishing this: Report, we reserve the right to amend or replace the Report dtany time,
‘Qur views are tiecessarily based onigconemic, inarket, and other cpnditihhs"é?urrént;y in

any obligation to update, revise, qi’-_reafﬁim the views expressed in the Report. Nothing
contgined within the Report is er'should be relied Upon.as-a premise or representation s to
the future.

The Report is fo be fead in totdlity, and tiot in parts, in egnjunetion with the rSlevaiit
documents referred to herein,

Heither the repoit [or ifs con’tehts may be referred to or ghaoted in arny 'r"égj-sﬁ-“éétibﬁ;
statement, prospectus, offering memorandusm, annual report, loan aggreement or other

agreement or document given ta third parties, other than in conneetion with the Propossd
Pemerger.
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4, SOURCES GF INFORMATION RELIED UPON BY US FOR THE FATRNESS OPINION

We have prepared this Fairness Opinion Report on the basis-of thé following informuticn
previded thus;

#. Valuation Report issued by Singhi & Co., Chartered Accountarits;

#  Draft Schems of Arrangement; _

>~ Audited Annual Financial statements of SECL ard SCFL for fhe fiancisl ‘vear 2013
i4;

#  Otherdata collated by us from publicly available sources.

We have also obtainéd necessary explanations and 'infornzatio;
relevant to the present exer¢ise; from the executives.arid répresen

5. BRIEF BACKGROUND OF THE COMPANIES UNDER REFERENCE

Star Ferro and Cewent Limited (“SFCE"/"the Company”) is a public limited company
incorporated under the Companies Act, 1956, presently engaged in and. having interests i
Ferro Alloys, Cement and Power businesses directly and gh its: subsidiaries. The
dquity shares of SFCL are listed an'the BSE Limited:and: National Stock Exchasige of lndia,
Lirndted.

SFCL’s main businesses comprise of:

1. Manufacturing of ferro alloys, power plant at Byrnihat in the St&te of Meghalaya and
investment in 83,58,998 Equity Sharés of Rs. 10/~ esich [constifiiting 48.80% of the
total paid-up capital) of Meghalays Power Lirmited: {(heréinkfter referred to as Ferro
Altoys Bivision).

2. Manufacturing of cement through its subsidiary (hereinafter referred tosas Cement
Division).

SFCL has manufacturing facilityof ferro alloys-and cementinthe State of Meghalaya, SFCL
undertakes .its cemrent business through' its subsidiary Cement Manu‘i"a_cmring Company
Limited {("CMCL”) and holds 29,547,500 Equity Shares-of Rs10/- each of CMCL eonstituting
70.48% of the fotal Issued, Subscribed ‘and Paid-up Shaté Capital of EMCL. SFCL .a#id
CMCL also hold 48.80% and 51,00% aggregating to 99.80% shares of Meghalaya. Pewer
Limited *MPL") having a power plant at Lumshneng in the: Staté: of Meghaliya, Potwer
generated from this unitis supplied to CMCL to meet its présent and expanded caprdcities
at Meghalaya.

Shyam Century Fetrous Limitéd (SCFL} SCFL was incorporited on April 12, 2011 under
the Companies Act, 1956 afid is a whally owned subsidiary o SFCL, having its registered,
office at 6, Lyons Ranges, 1st Plook, Kolkata- 700 001. The registerad o of SEFYL is heing
shifted to Village Lumshnong, Post-Gffice Khaliehriat, Distiics East Jaintia Hills, Meghalaya
793 210.8CFL has a paid-upcapital of'Rs.5,00,000/-.
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B. RATIONALE ADOPTED BY THE VALUER FOR ASCERTAINING THE ENTITLEMENT
RATIO

The value of Ferro Alloys. Divisiotr Fins been affived at by consideting the. book value of the
assets and liabilitles peftaining 1o the sdid division a¢ on March 81,2014

The riet -asset value of the Ferrs Alloys Division considering the bosk valtle of assets and
ligbilities, as per the Audited Financial Statéments as on March 31, 2014, is approximitely
Rs: 8,304.49 Lacs. Post-demesger, the net.asset salue of other ih w Ferro Alloys Division,
which will continue with SFCIL, gonsidering the bock value of ‘assels and liabilites as per
the Audited Finamcial Statements, is, approximately Rs. 3,146.47 Lags as at March 31,
2014, .

The right of shareholdeérs of SPEL will not' be affected even after demigrger of Ferre Allove
Divisionr, becauise the shareholders of SFCL will be allotted shates of 8CFL it the same
proportion of their holding it SFCEL.

Conseguetit to the demerper, SCFL will issue and allot equity shiarests the sharetiolders of
SFGL in the same proportion ¢f their holding in SFCL. Thé-existing share of SCFL will be
cancelled pursuant to the said Sehiéme of Demerger.

Further, after the demerger, the shares of the:SCFL will be listed ofiithe stock ‘exchariges
where the existihg shares of SFCL are-listed.

7. ENTITLEMENT RATIO

Based on the aforesaid, the Valuer has arrived at the Entitlement Ratio, for Ferro Alloys
Division, ef 1{One) : 1 {One) ic. the shareholders of Star: Ferro and Cement: Limited will
receive 1 (One) equity share of Re.1/~ each of Shyam Century F rous Limited eradited as
fully paid-up for every 1 (One) equity share of Re:1/- each fully<patd-up held by them in
Btar Ferro and Cement Limited. '

8. OPINION ON ENTITLEMENT RATIO
Based én the information, materialidnd data made available to us, ingluding the Report of

the Valuer and the working thereto, #i our opinion the Entiflement Ratia recommended by
the Valuer is fuir and proper.

For Microsec Capital Limited

Ao

Manav Goenka
Vice President
Investment Banking
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