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Confidential Equity Valuation Report

Important Notice cum Disclaimer

This Report contains proprietary and strictly confidential information, which has been
prepared by LSI Financial Services Private Limited (“LSI”) SEBI Registered category-I
Merchant Banker under mandate issued by K D Commercials Limited (KDCL).

By accepting a copy of this Report, the recipient agrees to keep its contents and any other
information which is disclosed to the recipient, confidential, and shall not divulge,
distribute or disseminate any information contained herein, in part or in full, without the
prior written approval of LSI.

This Report and information contained herein or any part of it does not constitute or purport
to constitute investment.advice in publicly accessible media and should not be printed,
reproduced, transmitted, sold, distributed or published by or on behalf of the recipient
without the prior written approval from LSI. The recipient also agrees to indemnify LSI
against any claims that may arise as a result of a breach of any confidentiality arrangement,
which governs the contents of this Report.

This Report and opinions contained therein have been prepared by LSI, inter alia, on the
basis of information and documents available in the public domain, information provided by
KDCL, data available on internet including data on websites of Zauba Corp, etc.

LSI has not carried out any independent verification for the accuracy or truthfulness or
completeness of the same and hence, no representation or warranty, express or implied is
made that it is accurate, authentic, fair, correct, or complete. LSI or its affiliates or such
persons do not accept any responsibility or liability for any such information or opinions and
therefore, any liability or responsibility is expressly disclaimed.

This Report has been prepared for the specific purpose as mentioned in the engagement
letter, i.e. ‘in relation to valuation of equity shares to arrive at a price to be quoted to
the public shareholders for the purpose of delisting,” and does not constitute any
recommendation, and should not be construed as an offer to sell or the solicitation of an
offer to buy, purchase or subscribe to any securities mentioned therein, and neither this
Report nor anything contained herein shall form the basis of or be relied upon in connection
with any contract or commitment whatsoever, apart from the specific purpose as mentioned
above. It may be noted however, that nothing in these materials is intended by LS| to be
construed as legal, accounting, technical or tax advice.

This Report constitutes an opinion expressed by LS| and each party concerned has to draw
its own conclusions on making independent enquiries and verifications and LSI should not be
held liable for any financial loss incurred by anyone based on this report. Neither LSI and its
affiliates, nor its directors, employees, agents or representatives shall be liable for any
damages whether direct or indirect, incidental, special or consequential including lost
revenue or lost profits that may arise from or in connection with the use of this Report.
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Further, by accepting a copy this Report, the recipient accepts the terms of this Notice cum
Disclaimer, which forms an integral part of this Report and the recipient shall be deemed
to have agreed to indemnify LS| against any claims that may be raised against LSI as a result
of or in connection with the data and opinions presented in this Report.

The delivery of this Report at any time does not imply that the information in it is correct
as of any time after the date set out on the cover page hereof, or that there has been no
change in the status of the subject or anyone else since that date. Analysis including the
Valuation analysis and results under this Report are specific to the purpose of valuation
under this Report and is as on a particular date. It may not be valid for any other purpose
or as at any other date. Also, it may not be valid if done on behalf of any other entity. LSI,
however, has no obligation to update this Report for events, trends or transactions relating
to the Company or the market/economy in general and occurring subsequent to the date of
this Report.

LSI is not responsible for-arithmetical inaccuracies/ logical inconsistencies of any financial
model or business plan or other information / data provided by the Company and used in
connection with this Report. Also, LSI has been given to understand by the Company
management that it has not omitted any relevant and material factors and that it has
checked out relevance or materiality of any specific information to the present exercise
with us in case of any doubt. LSI assumes no responsibility for any errors in the information
furnished by the Company and their impact on the present exercise.

This Report has not been approved and will or may not be reviewed or approved by any
statutory or regulatory authority in India or by any Stock Exchange in India. While due care
and prudence has been exercised to incorporate all the necessary and material important
information required to carry out the present engagement, LS| wishes to state that this
Report may not be all inclusive and may not contain all of the information that the recipient
may consider material.

The distribution / taking / sending / dispatch / transmission of this document in certain
foreign jurisdictions may be restricted by law, and persons into whose possession this
document comes should inform themselves about, and observe, any such restrictions.

This Report is divided into sections & sub-sections only for the purpose of reading
convenience. Any partial reading of this Report may lead to inferences, which may be at
divergence with the conclusions and opinions based on the entirety of this Report. Neither
this Report, nor the information contained herein, may be reproduced or passed-on to any
person or used for any purpose other than stated above. o
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List of Abbreviations Used

BS Balance Sheet

CAGR Compound Annual Growth Rate
NAV Net Asset Value

NSE National Stock Exchange

PAT Profit After Tax

PECV Price Earning Capacity Value
PL Profit & Loss

KDCL K D Commercials Limited

LSI Financial Services Pvt. Ltd. ’
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1. Objective of the Valuation Report

The main objective to have the shares of KDCL valued is to arrive at a valuation of its equity
shares to quote to the public shareholders for the purpose of Delisting.

Accordingly, KDCL has appointed LSI Financial Services Pvt. Ltd. (LSI) as Merchant Banker
and LSI has carried out the present valuation as part of the Merchant Banking assignment.

2. Company Profile
2.1. MCA DATA

K D Commercials Ltd is a Public Company incorporated on 08 October 1982. It is classified
as non-govt company and is registered at Registrar of Companies, Kolkata. The Following
details have been obtained from the MCA Portal

CIN

Company Name

ROC Name
Registration Number
Date of Incorporation
Email Id

Registered Address
Address at which the books of account
are to be maintained

Listed in Stock Exchange(s) (Y/N)
Category of Company
Subcategory of the Company
Class of Company

ACTIVE compliance
Authorised Capital (Rs)

Paid up Capital (Rs)

Date of last AGM

Date of Balance Sheet
Company Status

Jurisdiction

ROC (name and office)

RD (name and Region)

L51109WB1982PLC035332
K D COMMERCIALS LTD
ROC Kolkata

035332

08/10/1982
*****nue@gmail.com

35 CHITTARANJAN AVENUE, Kolkata, KOLKATA,
West Bengal, India, 700012

Yes

Company limited by shares
Non-government company
Public

ACTIVE Non-Compliant
24,50,000

24,50,000

30/09/2023

31/03/2023

Active

ROC Kolkata
RD, Eastern Region

LSI Financial Services Pvt. Ltd.
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2.2. BOD

The Board of Directors of the Company consists of:

1. Surendra Kumar Saraf 00267701 13/08/1989
2. Ashok Hari 01625650 25/03/2015
3. Santosh Kumar Sharma 01625672 25/03/2015
4, Ridhima Saraf 01390688 05/12/2016
Cs Aaisha Raza (Company Secretary) *****0688P 01/04/2023
2.3.Shareholding pattern as on 30.09.2023
1. Surendra Kumar Saraf 7,800 3.18%
2. Ram Naresh Saraf 46,750 19.08%
3. Raj Kumar Saraf 46,750 19.08%
4, Individual Nikunj Kumar Saraf 7,790 3.18%
5. Anita Saraf 7,790 3.18%
6. Sharda Devi Saraf 7,800 3.18%
7. Shikha Saraf 7,785 3.18%
8. Bidushi Saraf 7,785 3.18%
9. Chittaranjan Housing Co. (P) 24,000 9.80%
Ltd
Bhandari & Asopa (India) Pvt.
10. | Corporate | gy pa (India) 24,000 9.80%
1. Evergreen Commercial Co. 23,250 9.49%
Ltd
12. Swadeshi Projects Ltd 23,500 9.59%
13.  Public - 10,000 4.08%
Total 2,45,000 100.00%

LSI Financial Services Pvt. Ltd. ‘
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2.4. Financial Performance

Figures in Rs. thousand

Share Capital 2450 2450
Revenue from Operations 81 270
Net Profit/ Loss (959.26) (182.20)
Earnings per Share (Rs.) (3.92) (0.74)

3. Source of Information

> Information available over various public portals.

» Audited Accounts for the year ended 30" September 2023 & 31° March, 2023.
> Undertaking by the Acquirer with respect to Compliance of SEBI Delisting

Regulations, 2021.

LSI Financial Services Pvt. Ltd.
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4. Choice of Valuation Methodology

Business Valuation of an Enterprise or its Equity Shares is not an exact science and
ultimately depends upon what it 1s worth to a serious investor or buyer who may be
even prepared to pay goodwill/ value for ready production facilities which saves
gestation period. This exercise may be carried out based on the generally accepted
methodologies, the relative emphasis of each often varying with the factors such as;

- Specific nature of the business
- Listing and liquidity of the Equity
- Economic life cycle in which the industry or the company Is operating and
- Extent to which rind comparable company information is available
The results of this exercise could vary significantly depending upon the basis used, the

specific circumstances and professional judgment of the valuer. In respect of going
concerns, certain valuation techniques have evolved over time and commonly in vogue.

International Valuation Standard 2022 provides for following approaches to Valuation:
1. Cost Approach

2. Income Approach
3. Market Approach

Approach to
Valuation

Market
Approach

Income
Approach

LSI Financial Services Pvt. Ltd. ﬁ( K D Commercials Limited
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Cost Approach

The Cost Approach values the underlying assets of the business to determine the
business value. This valuation method carties more weight with respect to holding
companies than operating companies. Also, asset value approaches are more relevant
to the extent that a significant portion of the assets are of a nature that could be
liquidated readily if so desired.

v" Net Asset Value Method.

The NAV Method under Cost Approach considers the assets and liabilities, including
intangible assets and contingent liabilities at their respective fair values. The Net
Assets, after reducing the dues to the preference shareholders, if any, represent the

value of a company.

The NAV Method is appropriate in a case wherein the main strength of the business
lies in its asset backing rather than its capacity or potential to earn profits. This
valuation approach is also used in case where the firm is to be liquidated i.e., it does
not meet the “going concern” criteria.

As an indicator of the total value of the entity, the net asset value method has the
disadvantage of only considering the status of the business at one point in time.
Additionally, net asset value does not consider the exact earning capacity of the
business or any intangible assets that has zero historical cost.

KDCL is a non-operating company. Hence it derives value from its Assets. Hence, we
have considered NAV method for the valuation of equity shares of KDCL..

4.2. Income Approach

LSI Financial Services Pvt. Ltd.

The income approach is widely used for valuation under "Going Concern" basis. It
focuses on the income generated by the company in the past as well as its future
earning capability. The Discounted Cash Flow (“DCF”) Method under the income
approach seeks to arrive at a valuation based on the strength of future cash flows.

v" Discounted Cash Flow (“DCF”) Method

Under DCF Method value of a company can be assessed using the Free Cash Flow to
Firm Method (“FCFF”) or Free Cash Flow to Equity Method (“FCFE”). Under the
DCF method, the business is valued by discounting its free cash flows for the explicit
forecast period and the perpetuity value thereafter. The free cash flows to equity
shareholders represent the cash available for distribution to them after payment made
to the creditors and lenders of the business. Under the FCFE approach, the free cash

flows attributable to equity shareholders in the explicit forecast period and those in

K D Commercials Limited
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perpetuity are discounted by the Cost of Equity (“Ke”) to arrive at Equity Value. The
Ke is based on the Capital Asset Pricing Model (“CAPM”).

Under the FCFF approach, the free cash flows attributable to the firm in the explicit
forecast period and those in perpetuity are discounted by the Weighted Average Cost
of Capital (“WACC?”) to arrive at Enterprise Value.

The perpetuity (terminal) value is calculated based on the business’ potential for
further growth beyond the explicit forecast period. The “constant growth model” is
applied, which implies an expected constant level of growth for perpetuity in the cash

flows over the last year of the explicit forecast period.

The discounting factor (rate of discounting the future cash flows, i.e., Ke or WACC)
reflects not only the time value of money, but also the risk associated with the
business’ future operations, including the applicable tax implications. Under the FCFE
approach, the equity value is aggregate of the present value of explicit forecast period,
terminal period cash flows so derived and fair value of surplus assets/contingent
liabilities, if any. Under the FCFF approach, the Enterprise Value arrived as an
aggregate of the present value of explicit forecast period and terminal period cash
flows is adjusted for the net outstanding debt and fair value of surplus
assets /contingent liabilities, if any to arrive at equity value.

KDCL is a non-operating company, hence we have not considered DCF method for
valuation of the Equity shares of KDCL.

4.3. Market Approach

Under the Market Approach, the valuation is based on the market value of the listed
company, and comparable companies trading or transaction multiples. The Market
Approach generally reflects the investors’ perception about the true worth of the
company.

Since the equity shares of the company are not actively traded in the market, Market

approach has not been considered for the purposes of valuation of Equity Shares of
KDCL.

LSI Financial Services Pvt. Ltd. ‘ K D Commercials Limited
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5. Valuation of Shares of KDCL

The calculation of Net Asset Value of KDCL is as given below:

ASSETS

Non-current Assets
Property, Plant & Equipment 2,764
Financial Asset
- Investments 1,855
TOTAL NON-CURRENT ASSETS (A) 4,619
Current Assets
Financial Asset
- Investments -
- Cash & cash equivalents 77
Current Tax Asset (Net) 111
Other current Assets 245
TOTAL CURRENT ASSETS (B) 433
TOTAL ASSETS (A+B) 5,052
Current Liabilities
Financial Liability
- Borrowings 501
- Other financial liabilities 10
- Deferred Tax Liabilities 8
Other current liabilities 86
TOTAL CURRENT LIABILITIES (C) 605
Net Asset Value =(A+B-C) 4,447
No. of Equity Shares 245000
NAV per Share (Rs.) 18.15

\
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5.1. Notes to Valuation of Shares of KDCL

The Net Asset Value represents the value of assets available after meeting the outside
liabilities of the Company. This approach determines the intrinsic value per share,

reflecting the company's asset base rather than its operational earnings.

It is pertinent to note that for the purposes of Valuation of the Equity Shares of KDCL on
the basis of NAV Approach, the value of all the Items in the Balance Sheet have been

taken as Book Value.

LSI Financial Services Pvt. Ltd. K D Commercials Limited
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6. Conclusion

Based on the above detailed calculation as shown in Section 5, the value of equity has been

reasonably calculated to be Rs. 18.15 per equity share of KDCL. This report is based on

information including audited accounts provided to us by the management of the Company.

We have assumed such representations to be reliable and our conclusions are dependent on

such information being complete and accurate in all material respects.

Our findings do not constitute a recommendation as to whether to carry out the transaction

based on this valuation. Our work was not designed to verify the accuracy, reliability or

achievability of the information provided to us and nothing in this report should be taken to

imply that we have conducted procedures, audits or investigations in an attempt to verify

any of the information supplied to us.

Date — 8" April 2024
Kolkata

For LSI Financial Services Pvt. Ltd

(—”1_:'/
V.S. Modi

(Director)

DIN - 00001410
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Disclaimer: This report is based on publicly available data and other sources that we considered reliable. While every effort is made to maintain
the accuracy and completeness of information, we do not represent that it is accurate or complete and do not take liability for errors or omission.
LSI Group of Companies shall not be liable for any direct or indirect damages that may arise due to any act or omission on the part of the user due

to any reliance placed or guidance taken from any portion of this report.
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