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Dear Sirs /Madam

We refer to our engagement 'lcftéfrdaygdi-'l? March 2017, please find attached the joint report
prepared along with S:R. Batliboi & Co. LLP for recommendation of entitlement ratio in
connection with the demerger of the respective human . API businesses of Strides Shasun Limited

and Sequent Scientific Limited into a-new company, SSL Pharma Scignces Limited, through a

single scheme of arrangement (“the Transaction”).

The Valuers have besn appointed: separately and not jointly, We have worked independently in
our analysis and after arriving at'a.consensus on fair entitiement ratios ave issuing this Report. We
owe responsibility to only the Bodrd .of Directors of Sequent Scientific Limited, who have

appointed ug under the terms-of our engagement letter and tiobody: e, We will not be liable for -
any losses, claims, damages, costs, expenses or liabilities ‘arising out. of the actions taken,
omissions of or advice given by any other to the Companies, their Directors, employees or ggents,
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Recommendation of sharc entitlement ratios for the proposed issue of equity shares of
SSL Pharma to the shareholders of SSL and Sequent

The Commiodity API busmess of SSL opelates outof 2 manufacturing facilities (in Pondwhcrry
and:Cuddalore). In addition to the above, the Business.includes SSL’s shareholding in a 49%
subsidiaty (Chemsynth Laboratorles Private Lzmlted), which has ‘been allotted land in
Naidupetta by the Andhra Pradesh Industrial Infrastructure Corpomnon SSL has also made
advances ‘to acquire balance shareholding in Chemsynth. The Commodlty API business also

mcludes submd;ary, Shasun Inc USA.

. SRBCand PW&Co has' b_een hexeaﬁei referred to-as “Va.luers” or “we” or “us” and individually
. referred to as “Valuer® jn ﬂns _|0mt share entitlement ratios report (“Valuation Report” or

‘iR-epDrt’ﬂ)

SCOPE AND PURP(;)SD OF THIS REPORT

SSL,. headquartered m Bangalore, is: engaged in the dwcmpmen’c anc[ ‘manufacture of
p]mrmaoeuilcal products Strides lis hstcd on:BSE Limited and N&tlonal Stock Exchange of

India lelted

‘Sequent produces human and ammal health APIs At aiso pmv;des contract résearch services.
comprising ; naiyncal ang b1oanalytlcal services:to: support pharmaceutlcal personal care and’

nutiaceutical cnmpam : _.f‘ichuent 1s listed ‘on: BSE 'Lu'n']t'ed and Natjonal Stock Exchange of
- India Limitéd:: '

SSL Pharma 188 new!y mcorporated 100% subsxdraxy of Stndes Shasun lelted

e oVisio S-Qf 230 to 2’01’ Compames Act
s‘cons:derat:on fo 'the demerger,; SSL Pharma'would issue
and Sequent'in co sideration of fransfer of their respective
uld be issuediin addltlon to,.and notin e‘cchange of the. existing
hie: res;aectwe entme N mmitaneously, ‘the shares held by
i get o é.:Fo aforesaid:purpose; Board of Directors of SSL
N Sequel I mted RBC and PW&Go res,p ctively - 16 's't'tbrmt a ‘joint report :
recommending the fait entitlemen ratms to !SS!}E shar ‘f';'of SSL Pharma to the shareho[dcls of -
iCompames © be placed before the :

2013 (‘Scheme.of A
its sharl_es tp the shar

“The scope of our:servic s_ i to conduct a reiatwe (and ot abse[ute) vafuanon of Businesses
and: wcommcnd fa:r entltlemant ratlos ofi 1sau1ng shares for’ t‘nc proposed demcrger

The Vaiuers have been appomted separateiy and not Jolnﬂy We have worked independently in. 3
ouranalysis and after: arrwmg ata consensus:on fair entxtlemm i Tatios ar ¢ xssumg this Valuation
Report :




Recommendatuon of share entitlement ratios for tlle proposed issie of equity shares of
'SSL Pharma tothe shareholders of SSL and Sequent

Wehavebeen prowded with carve-out historical financial information of SSL and Sequent. We
‘have considered the same in our analysis and made adjustments for further facts made known
(past or future) to- us for busmesses/SSL Pharma tilf the datc of our report.

This. report is our: deiwerable for the above engagement l'hls report is.subject to- the scope,

assumptlona, exclusions, limitations- and disclaimers detailed hereinafter. As such, the report is

to:be read in totahty, and not in. parts, n COI'I_]lmCllOl’l w1th the relevant: documents referred to
. therein. : . :

-SOURCES OF INFORMATION

Tn: connectlon with tlns exerclse, we have used the foi]owmg mfonnatxon received from the
;M&nagement/‘then representatwes -

. Carved out hlstorlcal :f‘ n‘mcxals (comprmng of pm[‘ ti& Ioss statements, balance
. .sheetand schedu]es) of S8L's. Commodl_ty API busmess for f‘ mncxal years ended
3 March 2_0 'Si'and 31 March 2016 R

» _‘Carvedwout prowsmnal prof' t & loss account for 9-months penod between 1 April
~2016and j Decembcr 2016 and balmce sheet as it 31 ‘Deécember 2016 for the.
Businesses:

. Provisional proﬁt:& 1055 accounts for both the Busmesses for the 3 months period
~:ended 31 March 2016 . :

- :-Projected financials (compnsmg of proﬁt & ioss statements and batance sheets) for

- g mont s,endmg 31 March 2007 and _fqr_5_ yems thereafter endmg 31 March up to

Y220 e g

' ’ i} P_enems (89% subsxdxary of Sequent) for thie
Dec mber-ZOEﬁ

. 'S ; efs stch: as 'reél estate and vaiuatlon reports/esumates tiwreof
- -:'Draft qcheme of atr ngement datedlS Ma1 ch 201 7 o

Iring discus the: N an_agement of the'C'mpames, we have also obtained
explanatmris and mfo 1ation. consu‘iered asonab Wit sary for our exercise, The Companies
' review the draft I‘LpOl’t (wn:hout recommcndat]on)
ure that factual inaceuracies £ omissions are avoided

il our ﬁnal mport




‘Recommendation of share entitlement ratios for the proposed issue of equity shares of
SSL Pharma to the shareholders of SSL and Sequent

SCOPE LIMITATIONS, ASSUMPTIONS, QUALIFICATIONS, EXCLUSIONS AND
DISCLAIMERS

Provision of valuation. o'pini"ons and-consideration of the issuss described herein are areas of

~our regular: praotlc,u The services do not reprcscnt accoummg, assurance; accounting / tax due
diligence, consultmg or tax related services that may otherw:sc be pzovxdcd by us or our
affiliates.

This report, its contents and t_h_e.rgs_ults helem (1) are speclﬁc to.the purpose of valuation agreed
as'perthe terms of our engagement (ii)yare specific to the date of this report and (iii) are based
on the unaudited balance sheet:as at 31 December 2016 of the Busmesses The Marmgement

- has represented that the business activities of SSL and Sequent have been: carried out in the
normal and otdinary course between 31 December 2016:and the report date and that ho material
adverse change has o urrcd in. their respectwe operations-and financial position between 31

* Decemtber 2016 and the report date. Events-occurring after the date hereof may affect this report
and the assumptions used; preparmg n‘ and we do not: assume any oblrgat:ron to update, revise

: or reaffirm thls report

The recommendatlon(s)_ rendered in th:s report: only represem our, recommendat:on(s) based
upon information. till .ate 3 .furmshed _b_y_ the- Management (or its representatwes) and other
sources: aud‘.the sard

scommendation(s) shall be considéred ta be in the nature of non-binding
¥ ation ll'however not be used for. adwsmg anybody to-take buy orsell
- decision, for. which cific opmlon needs to be taken from expert. advrsors) We:have no.
: obh@atton fo update thrs report o

Inthe course. of the valuatwn, ‘we were provrded wﬂh both wrztten ‘and verbal information,
including financial, market, technical-and operating: data; In accardance with the terms. of our
engagement and as. is customary in:valuations; we Have -assumed. and ielied: upon,. without
independent verification;: uracy of information made avallable to.us by the Companies.
: We havc 1ot audlted rev1ewed r otherwi 1nvest1gated the: financial information. provided to
= do ess an: opinfon or offer any: form -of assurance . regarding the
al position as indicated inthe financial statements.. Also, with
1ation: sought from: the Compames, we:have been:given to
¢y-have not omitted aniy relevant and material factors and
evance or materral;ty of Ay speclﬁc ‘information to- the present
any--doubt. Our conclusions:are ‘based on the asswnptions and
" information. given by/on sehalf-of the Compames The: Manaoement has indicated to us that
' they have understood:that any: oniissions, inaccuracies or: _msstatement_s may materiatly affect
our” results. Accordmgly,_ ‘We assuine, 10, -responsibility: for-any errors: in the information
- Turnished by the Compames and thexr Impact on: ilae report Howwer nothmg ha‘s come to our
: -_-attentron to ndlcate thatt :

: understaud by the Com ' an"’ :
that they have checked he
" oxercise with us. incase

: : he report_ We do not 1mply dnd rt 5houid not
be construed that we: lmvc vcrl,ﬁc any of thc mfm rmation:provided to:iis, or that our inquiries
coui& bave verified any matter whrch amore-extensive exammatron might disclose:

ipanies comply quy w1t11 relevant iaws and -regulations
itions. F u.rther, except as’ speuficaiiy stated 10-the contrary,



SSL Pharma to .the _sharelmlders of SSL and Sequent

this valuat;on report has: given no-consideration to.matters of alegal nature, including issues of
legaltitle and comphance with focal laws, and litigation and other contingent liabilities that are
ot recorded in: the: ﬁnancml statements of the Compames.

. We are not advrsor:. W1t11 re:,pec,t to leg,al tax and. rcgulatory matters tor the Transactwn

' Thls report doe'-: not,look mto the busmess/ commclcial xcasons behmd the ”Iransactlon net the

wnth any other altematwe busmess tr; ansactlon, or other altematwes,
ther or not suc. lternatives could be achieved or are available. We express no opinion
oF recommeudauon as to"how the shareholders of the -Companies - ‘should vote at any
shareholders meetmg(s) to. be held ‘in: conncct:on wnth thc 'I‘ransactmn

' uing Vd]ldlty of assumptmns on 1ch they ‘
' themfore, wxlino and annot be dxrected to prowdmg= ny __ssurfi 1CE |

“thefinal projéction

from the: projected sults becauqe events and (:Jrcumstances do not occur as expected and the
d:fferences may be materml ‘ e :

: blht_y-'t ' any thxrd party ":"_relau
o ﬁnderstood that t]ns nalys:s do : 1 '

L nor: its: contents may be referred to or qumted; in any reglstrdilon
ng 1 _,_morandu‘ rit

_artxes other: 1an' in. connectton wrth the proposed Scheme of .

: _'wrltten consent :




. Recommendation of share entltlement ratios for the proposed issue of equity shares of
SSL th ma to the shareholders of SSL and Sequent

SHARE CAPITAL
SSL Pharma Sciences Lumted

© The issued, subscribed and pald Llp equlty share cap;tal of SSL.Pharma as at 23 February 2017

18X 100,000, consisting of 10,000 equity: shares.of face value of T 10:each. $SL Pharma is a
160% subsidiary of SSL Thcse shares would get cancelled ‘on the ‘demergers becoming
effective. :

fStr:des Sha,sun Lmutcd

. The issued, subscnbed and, p'ud up eqmty share capztai of SSL as. at 31 Decembcr 2016 is T
-893.7 million; consisting 0f 89,368,695 ‘eqity shares.of face value. of .10 each fully paid up.
The: sh'lreho!dmg pﬂttem is:as. follows;‘ C

}-Eub SR e ST 6542511 . 68.9% |
Lol T T B 9868,695 . 100.0%
Sowce 'BSE- L T ii'_ A ST

-Sequent Sclentlf [ Ltmlted'_:';' o

up qurty share capxt ' of _Sequent a5 i ‘3-] December 2016 is

|  The issued, subsci Lbed ndw ;
__ __6'195 eqmty shaxe ; _-fac'e value;o_ ?:2 each’ fu!ly paid up..

- %487.5 million; ‘consisting o
’I‘he sharchoidmg pa

102330565" ' : 420%

. Non- brnmoternon“pubhc o 1o02s00. - L 08%
Tota! : . .. : o N SRR 24,37,36,195 -. :.: ..... 100 0% -
Saurce..‘BSE. ST O

APPROACH BASTS OF DEMERGER

’_W’c understmxd from 'fthe aoement of the Compames that the pmposed Schsme of
-Arrangement contem ates roer:of the BUSI S E

sections: 23010 232 :

: pz‘opesed deme;ge:




Recommé_l_ldation”o.f 5ha_r_e entitlement ratios for the proposed issue of equity shares of
SSL Pharma to the shareholders of SSL and Sequent

Thete are several cominonly used and accepted methods for determining the fair value of the
Businesses:in order to-arrive at the fair entitléiment ratios for the Transaction which have been
considered:in the present case, to the extent relevant and applicable; including:.

1. Comparable Co_lﬁﬁéniés Quoted Multiples method

2. Diseounted Cash Flows method -

3. Net Asset-Value'method -~

_It;_shoul_f:l',be'\_ux_i_d_er_st:‘o:pcdgﬂxat the valuation 0f.any._btlsihéés- /;company-or its as's'e_t_s_ is inherently
subjective and is:subject to certain uncertainiies and ¢ontingencies, all of which are difficult to

predict and are: beyond our control; ‘In addition, this valuation will fluctuate with changes in .

prevailing market conditions, the. conditions: and prospects, financial and otherwise, of the
- companies, and other factors which generally influence the valuation of business / companies.
- andtheir assets, 0 S o SR SRR

The application of any particular mettiod of valuation depends on the purpose for which the
‘valuationis done. Although different values may exist for different purposes, it canniot be too
strongly emphasized that a valuer can enly arrive at one value for one purpose. Qur choice of
.. metliodology ‘of valuation has: been atrived at using usual-and conventional methodologies

- adopted for transactions of a similar nature and ourreasonable judgment, ini an independent and
‘bona fide'manner, based on our prévious experience of assignments.of a similar-nature.

' Comparable Com nies’ Quoted Multiple (CCM) method.

rimarily focused in APL
105 equity shares. are trading
a , rrived-above utider CEM mettiod for the
or the value of debt; cash & cash equivalents, investments and surplus

~on stock exchanges w '
Businesses ave-adjust
assets. - o
Discounted Cash’

(BCH)Method

‘Under the DCF methiod o
_average cost of capita e of such free'cash flows is the value of
the firm, o SRR i

Using the DCF method invalves determining the following: -
Estimating fitwe free cashiflows: .

Free cash :_ﬂéws::aré ﬂi:_ flow exf)’_é‘c_tgd::;@ be Z_geﬁe;féféa{byiﬂie' ﬁﬁé'iﬁés”_sésﬁ;tﬁﬁt%;re'.ava_i_labie
torall providers of the Businesses’ o

capital = 'bbth..j(_g_gb;;._m d equity.

 the firm are discounted af the weighted



‘Recommendation of share entitlement ratios for the proposed issue of equity shares of
SSL Pharma to-the sharchelders of SSL and Sequent

Appropriate discount rate to-be applied to cash flows Le. the cost of capital:

This discount rate which is applied to the free cash ﬂows, should reflect the opporiunity cost
to all the capital providers (namely shareholders and cieditor 5), weighted by .their relative
‘contribution:to the total capital of the Businesses. The opportunity cost fo the capital provider

rlsk

We: have been provnded with forecasl.s of Bus:neesct; by Manag,cmenl: of SSL and Sequent. We

. understand’ that the. business plan. captu: es the cash: flows of respective Management’s best

_ eqnmates or-the Busmesses AdJ u‘-:.tments to the same have been effected for our analysis based

Values amvcd above under DCF method for the’ Busmesses are adJu'-;ted For debt cash & cash
eqmvalents mvestments and surplut; at:setq S .

' valuatmn approach-xs mainly. used in case where the fit irm isito be liquidated i.e. it does not meet
the ¢ ‘going: concem crlterxa or.in:case: where the assets:base dommate earmngs capablhty A
';Schcme Qf A E

: ONCe] g power is: of Jmportance
with the values amvcd at: on‘the net asset basns.bemg of lnmted relevance

| wrsoynmmm

-~ “The fair basi :_Qf vaiuatlon woul"' :have to be determmed aftei takmg, mto considerahon all the
Factors an methodologles mentm ed: heremabove.-_’l“hough dxff'erent-enﬂtie:ncnt rat;os have
' '3been arrive: OVE ' i

e _ppropr te wezghts to the ran_os 'arrzved under each methodofogy
1ted elev -of the NAV "neth‘ d wo- have not co_nmdered ‘the same.

' equals the'rate of return the Caplta] provider expects to earn on, other mvestments of eqmvﬂcnt :

A book Value bas:s or leahzable vaiuc ba'ns or xeplacement cost basis. This-



| Recommendatlon of share entitlement ratios for the proposed issuc of equity shares of
. :SSL Pharma to the shareluolders ol SSL. and Sequent

We understand. that thc Management of the Companies have taken a Jomt decision to keep the
- initial number of share es in the new entity around 25 million with a face value of INR 10 per
-share, - i.e. pald Up - equity capltal -of around INR™ 250 million. Accor dingly, for our

. rewmméridatim we have: CODSldeled the pald of- equxty capltal of 8SL Pharma as INR 250
_:'mﬂllon Howcver we

TIn’ hght of - the abov"":and ‘on cons:demtmn of 4!1 lhe retevamt factors and circumstances as

: dl&CUSSLd and outlmed eremabpve we consxder that the

' for fdemcrger o ; _‘Iuman API busmess should be 1 share of‘ face:
each fully pard up oF SSL Phauna for every 25 shares of Sequent




