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Sterlite investment Managers Limited
Maker Maxity, 5" North Avenue,

Level 5, Bandra Kurla Complex,

Bandra {East), Mumbai - 400051

india Grid Trust

(Axis Trustee Services Limited acting on behalf of the Trust)
-1, Mira Carporate Suits,

1&2, Mathura Road, 1shwar Nagar,

New Delhi ~ 110085

Sub: Valuation as per SEBI (infrastructure Investment Trusts) Requiations, 2014, as amended
{“the SEB! InviT Requiations")

Dear SirsiMadams,

We, Haribhakii & Co. LLLP, Charlered Accountants ("H&Co."}, have been appointed vide letter dated
29" January 20198, as an independent valuer, as defined under the SEBI inviT Regulations, by Sterlite
investment Managers Limited ("the Investment Manager” or "SIML™, acting as the investment
manager for India Grid Trust (“the Trust") and Axis Trustee Services Limited (“the Trustea’) acting as
the trustee for the Trust mentioned above, for the purpose of the financial valuation of Bhopat Dhule
Transmission Company Limited ("BDTCL” or “the SPV"). The SPV was acquired by the Frust on 30%
May 2017 and is to be valued as per reguiation 29{4) contained in the Chapler V of the SEBI InvIT
Regulations.

We have relied on explanaticns and information provided by the Investment Manager. Although we
have reviewed such data for consistency, we have nol independently investigated or otherwise
verified the data provided. We have no present or planned future interest in the Trusl, the SPV or the
Investment Manager except to the exlent of our appointment as an independent valuer and the fee for
our Vaiuation Report (*"Report™) which is not contingent upon the values reported herein. Qur valuation
analysis should not be constried as investment advice specifically. we do not express any opinion on
the suitability or otherwise of entering inte any financial or other transaction with the Trust.

We enclose our Report providing our opinion on the fair enterprise value of the SPV on a going
concern basis as at 31 March 2019 {"Valualion Dale”). Enterprise Value ("EV"} is described as lhe
total value of the equily in a business plus the value of ils deb! and debl related fiabililies, minus any
cash or cash equivaients to meet those liabilities. The atiached Report details the valuation
methodelogies used, calculations performed and the conclusion reached with respect to this
valuation.

Haribhakt! & Co. LLP, Chatmedd Avcountacts Regn, No. AAC- 3768, a timited liability partnership segistered in lndia fconvertad on W7 June,
2014 from a firm laribhakei & Co. FRA: 103523YW)

58,47 Black, §Flgor Mena Kampaty Atcade New #18 G 20, Thiagaraya Road, T.Nagar. Chernal 500 017, lndia Tet: -9t 44 2815 4197 Faxi+M
44 4213 2024

Registered offices: 705, teeta Busiress Park, Andheri-Kurla Road, Andheri {53, Mumbai - 400 059, india

QOlher oifices: Ahmedabad, 8engalury, Coimbatore, Kyderabad, Kotkata, Muinbal, New Delhi, Pune,
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We believe that our analysis must be considered as a whole. Selecting partions of our analysis or the
factors we considered, without considaring all factors and analysis together could create a miskeading
view of the process underlying the valuation conclusions. The preparation of a valuation is a complex
process and is not necessarily susceptible to partial analysis or summary description. Any altempt to
do s could fead to undue emphasis on any particular factor or analysis,

Our valuation and our valualion conclusion are included herein and our Report complies with the
SEBI InvIT Regulations and guidelines, circular or notification issued by Securitics and Exchange
Board of India ("SEBI") there under.

Please note thaf all comments in our Report must be read in conjunction with the caveats to the
Report, which are conlained in Seclion 2 of this Repori, This letler. the Report and the summary of
vatuation included herein can be provided 1o Trust's advisors and may be made available for the
inspection o the public as a material docment and with the SEBE the stock exchanges and any
other reguiatory and supervisory authority, as may be required.

We draw your atfention to the limitation of liability clauses in Section 2 of the Report.

This letter should be read in conjunclion with the altachad Reporl,

Yours faithfuily,

For Haribhakti & Co. LLP,
Chantered Accountants

Firm Registration Number: 103523W

e

8. Sundararaman
Partner

Membership No. 028423
Place: Chennat

Encl As above
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Definition, abbreviation & glossary of terms

Abbreviations

Meaning

BOTCL or The SPV
BOOM

Capex

CCiL

CERC

Ckms

COD

DCF

EBITDA

EV

FCFF

FY

FYP

H&Ca.

INR

Vs

JTCL

kv

LTTC

Mn

MTL

NAV

NCA

Q&M

PGCIL

PKTCL.

PTCL

RTCL

SEB{

SEBI InviT Regulations
SGL1

SIML  or Investment
Manager

SPGVYL or the Sponsor
the SPV

T&D

the Trust or InvIT
the Trusiee

TSA

WACC

Bhopal Dhule Transmission Company Limited
Build-Own-Operate-Maintain

Capital Expenditure

Ciearing Corporalion of India Limited

Ceniral Electricity Regulatory Commission

Circuit Kilometres

Commercial Operation Dale

Discounted Cash Flow

Earnings Before interest, Taxes, Depreciation and Amorlization
Enterprise Value

Free Cash Flow to Firm

Financial Year bnded 315 March

Five yaar Plan

Haribhakli & Co. LLP, Chartered Accountants

Indian Rupees

Indian Valuation Standards, 2018

Jabalpur Transmission Company Limited

Kile Volts

Long Term Transmissicn Customer

Million

Maheshwaram Transmission Limited

Nel Assel Value Method

Net Currenl Assets Excluding Cash and Bank Balarices
Operation and Maintenance

Power Grid Cerporation of India Limited

Purutia & Kharagpur Transmission Company Limiled
Patran Transmission Company Limited

RAPP Transmission Company Limited

Securities and Exchange Board of India

SEBI (Infrastructure Investment Trusts) Regulations. 2014
Starlite Grid 1 Limited

Slerlite Investment Managers Limited

Steriite Power Grid Ventures Limited
Special Purpose Vehicle
Transmission & Distribution

India Grid Trust

Axis Trustee Services Limited
Transmission Service Agreement

~ Weighted Average Cost of Capital
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Background
The Sponsor

Steriite Power Grid Ventures Limited (“SPGVL” or "the Sponsor”) is engaged into instatlation and
operation of electricity transmission projects.

The Infrastructure Investment Trust

SPGVL is the sponsor for the India Grig Trust ("the Trust™). The Trust was established on 21
October 2016 by SPGVL and is registersd with the Securiies and Exchange Board of India
(“SEBI) pursuant lo the SEB! (Infrastructure tnvestment Trusts} Regulations, 2014, as amended
("the SEBI InviT Regulations™). It is established to own inter-state power transmission assets in
tndia. The units of the Trust are listed on the Mational Stock Exchange of India Limited and B3E
Limited since 6% June 2017,

Investment Manager

Sterlite Investment Managers Limited {"the Investment Manager™ or “SIML") has been appointed
as the investment manager {o the Trust by Axis Truslee Services Limited ("the Trustee™) and will
be responsible (0 carry out the duties of such a person as mentioned under SEB! InviT
Regulations.

Target Financial Asset to be Valued

BLICL operates six extra high voltage overhead transmission lines of 944 Ckms comprising four
785 kV single circuit lines of 891 Ckms and two 400 kV dual circutt lines of 53 Ckms. The single
circuit lines comprises of a 260 Ckms line from Jahalpur to Bhopal in Madhya Pradesh, a 176
Ckms line from Bhepal to Indore in Madhya Pradesh, a 132 Ckms tine from Aurangabad to Dhule
i Maharashira and a 263 Ckms #ine from Dhule (Maharashira) (o Vadodara (Gujarat). The
doubie circuit fines consist of a 36 Ckms line within Dhule and a 17 Ckims line within Bhopal. tn
addition, the project includes 2 sub-stations of 3,000 MVA, ong gach in Bhopai and Dhule.

Purpose of Valuation

As per Regulation 21{4) of Chapter V of the SEB! InvIT Regulations, a yearly valuation of the
assets of the Trust shall be conducted by an independent valuer for the period ended 215 March
2018 for a publicly offered InviT. In this regard, Sterlite Investment Managers Limiled (“the
Investrment Manager” or "SIML"), acling as the investment manager and Axis Trustee Services
Limited (“the Trustee”) acting as the frustee to the Trust intends Lo undertake the fair valuation of
Bhopal Dhule Transmission Company Limited ("BDTCL" or “the SPY").

In this regard, the investment Manager and the Truslee have appointed us, Haribhakli & Co.
LLP. Chartered Accountants {"H&Co.") to underlake the fair valuation at the enterprise level of
the SPV as per the SEBI InvIT Reguiations as al 313 March 2019 ("Valuation Date”). Enterprise
Value (“EV") is described as the total value of the equity in a business plus lhe value of its debt
and debt related liabilities, minus any cash or cash equivalents to meet those habilities.

H&Co. declares that:

1.7.1. It is competent to undertzke the financial valuation in lerms of the SEB! InviT
Reguiations:;

1.7.2. s independent and has prepared the Valuation Report ("the Report’) on a fair and
unbiased basis;

1.7.3. It has valued the SPV based on the valuafion standards as specified under sub-
regulation 10 of regulation 21 of SEBI InvIT Regulations.

ge 6 of 38
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1.9

1.10.
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22
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This Report covers all the disciosures required as per the SEBE InviT Regulations and the
valuation of the SPV is impartial. true and fair and in compliance with the SEBI inviT Regulations.

Scope of Valuation

Nature of the Asset to be Valued

We have beer mandated by the Investment Manager (o arrive at the EV of the SPV. Enlerprise
Value ("EV") is described as the lotal value of the equity in a business pius the value of ils debt
and debt refated liabilities, minus any cash or cash equivalents (o meet those fiabilities.

Valuation Base

Valuation Base means the indication of the type of value being used in an engagement. In the
present case, we have delermined the fair value of the SPV at the operating eviterprise fevel. Fair
Value Bases defined as under:

Fair Value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between markel participants at the valuation date,

Valuation Date

Valuation Date is the specific date at which the value of the assets to be valued gets astimated or
measured. Valuation is time specific and can change with the passage of time due to changes in
the condition of the asset to be vaived. Accordingly, valuation of an asset as al & particular date
can be different from other dale(s).

The Valuation Date considered for the fair operating enterprise valuation of the SPV is 31% March
2019 ("Valuation Date’} The attached Report is drawn up by refarence to accounting and
financial information as on 31% March 2019, We are not aware of any other events having
occurred since 31 March 2319 till date of this Report which we deem 1o be significant for our
valuation analysis,

Premise of Value

Premige of Value refers to the condilions and circumstances how an assel is deployed. In the
present case, we have determined the fair operating enterprise value of the SPV on a Going
Concern Value defined as under:

Going Concern Value

Going concern value is the value of a business enlerprise that is expected to continue to cperate
in the future. The intangible elements of going concern value resull from faclars such as having a
trained work force. an operationat plant, the necessary licenses, systems, and procedures in
place elc,

For the amount pertaining to the operating working capital, the investment Manager has
acknowledged to consider the provisional financial statements as on 31% March 2018 1o carry out
the valuation of the SPV.

Exclusions and Limitations

Our Report is subject to the limilations detailed hereinafter. This Report is to be read in totality,
and not in parts, in conjunction with the relevant documents referred to therein.

Valuation analysis and results are specific to the purpose of valuation and is not intendsd to

represent value at any time other than valuation date of 31% March 2019 (“Valuation
Pa

of 3§
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mentioned in the Report and as per agreed terms of our engagement. it may nof be vaklid for any
other purpose or as at any other date. Also, & may not ba valid if done on behall of any other
antity.

23, This Report, its contenls and the results are speciic 1o {i) the purpnse of valualion gyread as per
the terms of cur engagemenls; (i) the Valuation Date and (iii} are based on the financial
information of BOTCL till 31 March 2019. The lvestment Manager has represented that the
business activities of BDTCL have been carried out in normal and ordinary course between 31
March 2019 and the Report Date and that no material changes have occurred in the operalions
and financial position between 315 March 201¢ and the Reporl date.

24 The scope of our assignment did not involve us performing audit tests for the purpose of
expressing an opinion on the fairness or accuracy of any financial or anaiytical information that
was provided and used by us durning the course of our wark. The assigrinent did not involve us to
conduet the financial or technical feasibility study. We have not done any independent technical
valuation or appraisal or tue diligence of the assels or fiabilities of the SPV or any of ather entity
mentioned in this Report and have considered them at |he value ag disciosed by the SPV in their
rggulatory filings or in submissions, oral or written, made fo us.

25 |n addition, we do nol take any responsibility for any changes in the information used by us lo
arrive at our conclusion as sel out herein which may occur subsequent to the date of our Reporl
or by virtue of fact thal the details pravided to us are incorrect or inaccurate.

26,  We have assumed and refied upon the truth, accuracy and completeness of the informalion. data
and financiat terms provided o us or used by us; we have assumed thal the same are ot
misleading and do not assume or accept any tHabilily or responsibitity for any independent
verification of such information or any independent technical valuation or appraisal of any of the
assels, operations or Habiiies of SPV or any other entity mentioned in the Report. Nothing has
come 1o our knowledge to indicate that the material provided lo us was misstaled of incorrect or
would not afford reasonable grounds upon which fo base our Report.

2.7, This Report is intended for the sofe use in connection with the purpose as set out above. it can
however be relted upon and disclosed in connection with any sfalutuy and reyulatory filing in
connection with the provision of SEBI InviT Regulations. However, we will nat accept any
responsibility 10 any other parly to whom this Report may be shown or who may acquire a copy
of the Report, without our wrilten consent.

28, itis clarified that this Report is not a faimess opinion under any of the stock exchange/ listing
regulations. in case of any third party having access to this Report, please note this Reporl is not
a substiteite for the third party's own due diligence/ appraisall enguiries! independent advice that
the third party shoutd undertake for his purpose.

2.9 Further, this Report is necessarily based on financial, economic, monetary, market and other
conditions as in effect on, and the information made available to us or used by us up to, the date
hereof. Subsequent developments in the aforementioned conditions may affect this Report and
lhe assumplions made in preparing this Report and we shail not be obliged to update, revise or
reaffirm this Report if information provided to us changes.

214, This Report is based on the information received from the sources mentioned in para 3 and
discussions with the Investment Manager. We have assumed that no information has been
withheld that could have influenced the purpose of our Report.

211, Valuation is not a precise science and the conctugions arrived at in many cases may be
subjective and dependent on the exercise of individual judgment. Therz is, therefore, no
indisputable single value We have arrived al an indicative EV based on our analysis. While we
nave provided an assessment of the value based on an analysis of information available to us
and within the scope of our engagemant, others may place a different value on this business.

) 70[38
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2.13.

2.14.

2.15.

2.18.

2.8

219

2.20.

2.21.

2.22,

2.23.

Chartered Accountants

Any discrepancies in any table / annexure betwaen the total and the sums of the amounts listed
are due (o rounding-off.

Valuation is basad on estimales of future financial performance or opinions, which represent
reasonable expectations at a particular point of time, but such information, estimates or opinions
are not offered as predictions or as assurances that a particular lavel of income or profit will be
achieved, a particular event wilt occur or that a particular price will be offered or accepted. Actual
results achieved during the period covered by the prospective financial analysis will vary from
these eslimates and the variations may be material.

We do not carry out any validation procedures or due diligence with respect to the information
provided/exiracted or carry out any verification of the assels or comment on the achievability and
reasonablenass of the assumptions underlying the financial forecasis, save for satisfying
ourselves to the exient possible that they are consistent with cther information provided to us in
the course of this engagement,

Our conclusion assumes that the assets and fiabiliies of the SPV, reflected in their respective
latest balance sheets remain intact as of the Report date.

Whilst all reasonable care has been taken to ensure that the factual statements in the Report are
accurate, neither ourselves, nor any of our partners, directors, officers or employees shall in any
way be liable or respensible either directiy or indirectly for the contents slated herein.
Accordingly, we make no represeniation or warranty, express of implied, in respect of the
completeness, authenticity or accuracy of such factual statements. We expressly disclaim any
and all Kabilities, which may arise based upen the infermation used in ihis Report. Ve are not
liable to any third party in relation to the issue of this Report.

The scope of ow work has been limited both in lerms of the areas of the business and
operations which we have reviewed and the exlent to which we have reviewed them, There may
be matters. other than those roted in this Report, which might be relevant in the conlext of the
transaction and which a wider scope might uncover.

For the present valuation exercise, we have aiso relied on information availabie in public domain,
nowever the accuracy and timelines of the same has not been independently verilied by us

in the particular circumstances of this case, oue liability (in contract or under stalide or otherwise)
for any economic loss or damage arising out of or in cermechion with this engagemenl, however
the ioss or damage caused, shall be mited 10 the amount of fees actually received by us from
the Investment Manager, as laid oul in the engagement leiter, for such valuation work.

In rendering this Report, we have nol provided any tegai, regulatory, tax, accounling ot actuarial
advice and accordingly we do nat assume any responsibility or liability in respect thereof.

This Report does nat address the relative merits of investing in InviT as compared with any olher
alternative business transaction, or other alternatives, or whether or not such allernatives could
be achieved or are available.

We are not advisors with respec! lo legai tax and regulatory matters for the proposed transaction,
No investigation of the SPV's claim to litle of assets has been mada for the purpose of this
Report and the SPV's claim to such righis have been assumed to be vaid. No
consideration has been given to liens or encumbrances against the assets, beyond the
loans disclosed in the accounts. Therefore, no responsibility is assumed for matters of a legal
nature.

We have no present or planned future interest in the Trustee, Investment Manager or the
SPV and the fee for this Report is not contingent upon the vaiues reported herein. Our
valuation analysis shouid nol be construed as investment advice! specifically, we do not expes

Pag
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2.24.

2.25.

3.

31

32
3.3

34.
3.5
3.6.

3.7

3.8.

3.8

Chartered Acoouianis

any opinion on the suilability or otherwise of entering inio any financial cr other transaction with
the Investment Manager or the SPV.

We have submitted the draft valuation report to the Trust and Investment Manager for
condirmation of accuracy of factual data used in our analysis and io prevent any eror or
inaccuracy in the final valuation report,

Limnitation of Liabilities

2251 It is agreed that, having regard to the H&Co.’s interest in limiting the personal liability
and exposure to litigation of ils personnel, the Sponsor, the Investment Manager and
the Trust will not bring any claim in respect of any damage against any of the H&Co's
personnel personally.

2252, in no circumstances H&Co. shall be responsible for any consequentisl, special, direct,
indirect, punitive or incidental loss, damages or expenses (including loss of profits,
data, business, opporiunity cost, goodwill or indemnification} in connection with the
performance of the services whether such damages are based on breach of contract,
tort, strict liability, breach of warranty, negligence, or otherwise) even if the Investment
Manager had contemplated and communicated to H&Co. the likelihood of such
damages. Any decision to act upon the deliverables is to be made by the Investment
Manager and no communication by H&Co. should be ireated as an invilation or
inducement to engage the investment Manager to act upen the deliverable.

2253 i is clarified that the SIML and Trustee will be solely responsibie for any delays,
additional costs, or other labilities caused by or associated with any deficiencies in
their responsibilities, misrepresentations, incorrect and incomplete information
including information provided to determing the assumptions.

2.25.4. H&Co. will not be liable if any loss arises due to the provision of false, misieading or
incomplete information or documentation by SIML or the Trustee.

Sources of Information
For the purpose of undertaking this valuation exercise, we have relied on the following sources of

information provided by the Investment Manager:

Audited financial statements of BDTCL for the Financial Year {"FY"} ended 31* March 2017 and
31 March 2018;

Provisionat Profit & toss Account and Balance Sheet for the period ended 31% March 2019;

Projected Profit & Loss Account and Working Capital requirerents of BOTCL from 1% April 2019
to 30" March 2049,

Details of brought forward losses {as per Income Tax Act) as at 31 March 2019;
Details of Written Down Value {as per Income Tax Act) of assets as af 315 March 2019;

Details of projected Repairs and Capital Expenditure ("Capex") as represented by the Investment
Manager.

As on 31% March 2019, India Grid Trust holds 100% equity stake in BDTCL through Slerile Grid
Limited 1 (*SGL 17). As represented fo us by the Investment Manager, there are no changes in
the shareholding pattern from 31 March 2019 to the date of issuance of this Report.
Transmission Service Agreement ("TSA"} of BDTCL with Long Term Transmission Customers
("LTTC") and Tariff adoption order by Centrai Electricity Regulatory Cormmission (“CERC") dated
28" Qctober 2011 and 25" June 2018,

Management Representation Letter by Investment Manager dated 237 April 20,115:}:: S




4,

4.1,

4.2,

52

5.3.

Strictly Private and Confidentiat

Chartered Accountants
Procedures adopted for current valuation exercise

We have performed the valuation analysis, to the exteni applicable, in accordance with indian
Valualion Standards, 2018 {"IVS") issued hy the Institute of Chanerad Accountants of India read
with sub-regulation 10 of requlation 21 of SEB1 InviT Regulations.

in conneclion with this analysis, we have adopted the following procedures fo carry out the
valuation analysis;

4.2.%. Requested and received financial and qualitative information refating to the SPV,

4.2.2. Obtained and analyzed data available in public domain, as considered relevant by us,
4.2.3.  Discussions with the Management on:

« Understanding of the businesses of the SPV - business and fundamentai faclors
that alfect s earning-generating capacity including strengths, weaknesses,
opportunities and threats analysis and historical and  expeciled financiat
performance;

424, Undertook industry analysis:

« Research publicly available market data including economic factors and induslry
trends that may impact the valuation

¢ Analysis of key trends and valuation multiples of comparable
companies/comparable transactions, if any, using proprietary databases
subscribed by us.

4.2.5  Analysis of other publicly availabie information

428 Selection of valuation approach and valuation methodology/{ies), in accordance with
VS, as considered appropriate and relevant by us.

427 Determunation of fair £V of the SPV.

Overview of the InviT and the SPV

The Trust

The Trust is registered with SEB| pursuant to the SEBI InviT Regulations. The Trust was
established on 219 October 2016 by SPGVL to own inter-siate power transmission assets in
India. The unils of the trust are lisled on the National Slock Exchange of India Limited and BSE
Limited since &' June 2017,

The Trust had acquired two revenue generaling projects, BDTCL and Jabalpur Transmission
Company Limited ("JTCL") from ils Sponsor on 30% May 2017, On 15% February 2018, the Trust
acqguired three additional revenue generating projects from its Sponsor, namely. Maheshwaram
Transmission Limited ("MTL"), Purulia Kharagpur Transmissior Company Limited {"PKTCL") and
RAPF Transmission Limited ("RTCL"). Further, the Trust had acquired anolher revenue
generating project. namely, Patran Transmission Company Limited {"PTCL") on 18" February
2018 from Techno Electric & Engineering Company Limileg

The Trusl, pursuant o the ‘Right of First Offer’ deed had a ‘right of first offer’ to acquire eight
projects of the Sponsor out of the same three are acquired and five can still be acquired pursuant
to ‘Right of First Offer’.

Page 11 of 38
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5.4.

o
[#]

57,

58

Following is the financial summary of the projecis which the Trust had acquired from the sponsor
namely. BDTCL, JTCL, MTL, RTCL and PKTCL and PFCL from Techne Eleciric & Engineering
Company Limited:

Enterprise Value (INR Mn)

ASSBLNAME ) cep-18 31-Mar-18 30-Sep-17 31-Mar-17 31-Mar-16  31-Mar-15  Acquisition
Value

BOHTEE T R VR ST R R 5154131812 PN R—

JTCL 14037 15431 15988 16125 19407 14,295 :

MTL 5423 5.564 5.218 NA 4,697

RTCL 4084 4054 3035 NA 3,542

PKTCL 6481 6618 6512 NA 5.861

PICL 2800 e NA e 2,320

*Consolidated Purchase Price paid by the Trust for the sequisilion al the linee of Initisl Pubtic: Offer

**For JTCL, the Investment Manager had provicusly projecled the incromenial revenue to be st 40% of the non escalable
rovenue charges during the valualion exercise of 377 March 2016 howoever the same was subsequently reduced o
$.8903% of non escalable charges during the voiuation oxercise of 319 March 2017 as por the CERC order daled 8™ May
2017

BDTCL or the SPV
Summary of details of the Project are as foliows:

Parameters Details

Project Gost INR 21,634 Mn

Total Length 944 cking

Scheduled COD 31* March, 2014

Expiry Date 35 years from the Scheduled COD

indiGrid's stake (through SGL 1} 100%

The BDTCL project was awarded to SGL 1 by the Minisiry of Power on 31# January 2011 for a
35 year period from the scheduled commercial operation date on a Build-Own-Operate-Maintamn
{'BOOM") basis. The expiry date of TSA shail be the date which is 38 years from the scheduled
Commaercial Operation Date ("COD") of the project

BDTCL operates six extra high voitage cverhead transmission lines of 944 Ckms comprising four
765 KV single circull lines of 891 Ckms and two 400 kV dual circuit lines of 53 Ckms. The single
circuit tines comprise a 260 ckms line from Jabalpur to Bhopal in Madhya Pradesh, a 176 Ckms
line from Bhopal to Indere in Madhya Pradesh, a 192 Ckms line from Aurangabad to Dhule in
Maharashtra and a 263 Ckms line from Dhule (Maharashtra} to Vadodara (Gujarat). The double
circuit lines consist of a 36 Ckms line within Dhule and a 17 Ckms line within Bhopal. In addilion,
the project includes two 3,000 MVA sub-stations, one each in Bhopal and Dhude.

BDTCL facilitates the transfer of electricily from coal-fired power generation sources from the
states of Odisha and Chhattisgarh to power icad centres in India’s western and northern regions.

<<The Space is intentionally lefl blank>>
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The project consists of the following lransmission lings and is being implemenied on contract

basis:

Transmission ling / .
Location

Route length

Specifications Commission date

Contribution

Sub-Station (ckrms) to tolal tariff
Jabalpur — Bhopal  Madhya Pradesh 260 fBh kV 8iL g June 2015 22%
8hopal — lndore tMadhya Pradesh 176 763 kY SIC 19" Nowember 2014 12%
m;?ﬁ;@:ghopaf Madhya Pradesh 17 400 kV DiC 12" August 2014 2%
Aurangabad - [thute Mahatashtra 192 165 KV 5/C 5 Cecembar 10%
(IPTC) 2014
82:1;:2(:) - M""g‘fj’;;“a' 263 785KV SIC 13 June 2045 16%
Dhule (IPTC) - Dhule
(MSET(CL) J-Bhule  panasshira % 400KV DIC 6" December2014 4%

. 2 x 1,500 MVA 30" September o
Bhopat Sub-siation  Madhya Pradesh 7B5/490 KV 2044 17%
Dhule Sub-station Maharashtra 2 :62!54%% 'f\\::A " December 2014 17%

Following is the map showing area covered by BDTCL{not drawn to scale

Operating Efficiency history of BDTCL:
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517  Pictures of the SPV;

G

L

introduction:

.11 india is the third largest producer and third largest consumer of electricity in the world,
with the installed power capacity reaching 356.1 GW as of March 2019 The country
also has the fifth larges! installed capacity in the worlg,

6.12. Per capila electricity consumption in the country grew at a CAGR of 4.96 per cent,
during FY 11-FY 18, reaching 1,14% KWh in FY18.

Demand and Supply

6.2 1 Demand: India continues to be a power deficient country even after an increasing lrend
in demand in the past. it is expecled that energy requirement will continue to grow at
healthy CAGR of 7.5% to 8% over FY 17 o FY 21, The primary growth drivers far rapid
expansion in india’s energy demand include investments in industrial and infrastructure
development, rising per capita energy consumption levels aic.

6272 Supply India has seen a robust growth in lhe instalied power generation capacily in the
past four years. The installed power generation capacity has grown at a CAGR of
~9.08% from ~243 GW in FY 14 to ~ 347.22 GW as of December 2018 (Saurce:
IBEF}.
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8.3.1.

632
633

6.34.

6.3.5.

6.4.1.

6.4.2.

6.4.3.

65.4.4.

6.4.5.
6.4.6.

india’s economic outiook

According to World Bank, India has retained its position as the fastesl-growing
economy in the workd in 2015, after overtaking China in the previous year. Based on its
estimates, India will continue to occupy the top slot among major economies with a
growth rate of 7.7% to 7.8% until 2019, India's growth rale is significantly higher than
the world average of around 4% and is aiso higher than olher develaoping econamies,
such as China, Brazil, Indonesia and sub-Saharan African nations.

Power is one of the key sectors alfracting FDI inflows into India.

From April 2000 to Jure 2018, india recorded FDI of USE 6.8 billion in non-
conventional energy seclor. New and renewable energy sector witnessed maximum
power generation capacily addition, since 2000

Cumulative FDI inflows into the sector from April 2000-December 2018 were USS
14.22 billion.

The ongoing fiberalization of India's FDI regime has also fed to a surge in investments,
sspecially after the launch of the 'Make in India’ campaign in October 2014, The FDI
infiow has doubled to $ 44.8 billion in fiscat 2018 fram § 22 billion in around 2014
Reduced macroeconomic valnerability, coupled with improved government spending in
infrastructure sectors, has enhanced India's Globat Competitive Index (GCI) ranking to
58in 2017-18 from 71 in 2014 15,

Power transmission network in india

The transmission segment plays a key role in transmitting power continuously from the
generalion plants 10 vartous distribution entities, Transmission and sub-ransmission
systems supply power 1o the distribution system, which. in turn, supples power o end
consumers. in India. the Transmission and Distribution ("T&D™) system is a three-tier
struciure comprising distribution networks, state grids and regional grids.

The distribution networks and state gnds are pnmarily owned and operaled by the
respective Slate Transmission utilities or state governments (through state eleclricity
departments). Most inter-slate and inter-regional transmission links are owned and
operated by Power Grid Corporation of India Limited ("PGCIL"), which facilitates the
transfer of power from a surplus region {o the ones with defigit.

The government's focus on providing electricily to rural areas has led to the T&D
system being extended to remote villages. The total lenglh of tarsmession iines in the
country has grown al a slow rate of 6% CAGR during FY 11 and FY 17. The fotal
transmission network has increased from 4,07,589 Ckms in FY 11 to around 6,04,193
Ckmsin FY 18.

As on January 2019 approx. 7.2% of tolal lransmission network is ownad by private
players which show cases ihe need of more privale seclor participalion in this space.
India has been underinvesled as far as transmission is concerned, however, recenily
government has been encouraging investments in transmission with approximateiy
projects worth INR 30,000 Crores peing awarded in last 2 years.

PGCIL has spent arcund INR 0.9 trillion over 2013-18

Of the total capacity-addition projects in lransmission during the 120 FYP. about 42%
can be attributed to the state sector. The share of privale sector in transmission ling
and substation additions since the beginning of 12" FYP is 14% and 7%. respectively,
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7.

7.1
72

7.3

74.

as the majority of high-capacity, long-distance fransmission projects were executed by
PGCIL and state transmission utilities during this period.

8.4.7. In order to strengthen lhe power sysiem and ensure free flow of powsr, significant
investments would be required in the T&D segment Moreover, commissioning of
additional generation capacity, rising penetration of renewable energy, regional
demand-supply mismatches, upgradation of existing lines, rising cross border power
trading would necessitate huge investments in transmission sector in India.

648 Thus, going farward, the share of power sector investments are expected o veer
towards the T&D segmenl. Morgover, stfung government focus an the T&D segment
will also support investments. CRISIL Research expecls the lransmission segment
share in lolal pewer seclor invesiments to rise sharply to 33% aver 2017-21 from only
20% over 2012-16. Thus, we expect lransmission segments investments to increase
1.5 times to INR 3.1 triflion over 2017-21 as compared to the previous 5 year pericd.

Sotree’ CRISIL Power Transmission Report ~ March 2019 and IBEF report on Power sector in India- Jaruary
2019 and Cenlrat Electricily Authurly Data as mentioned in PGCIL and Adani Transmission Limited Annual
Repor 204718,

Valuation Approach

The preseni valuation exercise is being undertaken in order to derive the fair EV of the SPV.

The valualion exercise involves seiecting a method suitable for the purpose of valuation, by
exercise of judgment by the valuers, based on the facts and circumstances as applicable to the
business of the comgany to be valued,
There are three generally accepled approaches to valuation:

{a} "Cost” approach

(b) “Markel” approach

{c) “Income” approach

Cost Approach

The cost approach values the underlying assets of the business to determine the business value.
This valuation method carries more weight with respect to holdirg companies than operaling
companies. Also, asset value approaches are more relevant to the extent that a significant
portion of the assets are of a nature thal coutd be liquidated readify if so desired

Net Asset Value ["NAV")

The NAV Method under Cost Approach considers the assels and liabilities, including intangibie
assels and confingent liabililies. The Nel Assets, after reducing the dues te the preference
shareholders. if any, represent the value of a company.

The NAV Methed is appropriate in a case where the main strength of the business is its asset
backing rather than ils capacity or polential to earn profits. This valuation approach is also used
in case where the firm is to be fiquidated i.e. it does nol meet the ‘going concern” criteria.

As an indicator of the lolal value of the entity, the net asset vaiue method has the disadvantage
of only considering the status of the business at one point in time.

Addittonzlly, NAV does not properly take intc account the earning capacity of the business or any
intangible assets thal have no historical cost. In many respects, nel asset value represents the
minimum benchmark value of an operating business.
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75, Market Approach
Under the Market approach, the valuation is based on the market value of the company in case
of listed companies and comparable companies trading or transaction multiples for unlisted
companies. The Market approach generally refiects the investors’ perception about the true
worth of the company.

Comparable Companies Multiples ("CCM") Method

The value is determined on the basis of multiples derived from valuations of comparabie
companies, as manifest in the stock markel valuations of listed companies. This valuation s
based on the principle lhal market valuations, taking place between informed buyers and
informad sellers, incorporate all factors relevant fo valuation. Relevant multiples need to be
chosen carefully and adjusted for differences between the circumstances.

Comparable Transactions Multiples (*CTM") Methed

Under the CTM Method., the vaiue is determined on the basis of multiples derived from vaiuations
of similar transactions in lhe indusiry. Relevant muitiples need to be chosen carefully and
adjusted for differences between the circumstances. Few of such mulliples are EV/Earnings
before Interest, Taxes, Deprecialion & Amertization ("EBITDA) mulliple and EV/IRevenue
multiple.

Market Frice Method

Under this method. lhe marke! price of an equity share of the company as quoted on a
recognized stock exchange is nermally considered as the fair value of the equity shares of that
company where such quotalions are arising from the shares being regularly and freely fraded.
The market value generaily reflects the inveslors’ perception about the true worih of the
company.,

76.  Income Approach
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 Fiow Method under the income approach seeks to arrive at a valuation based
on the strength of future cash flows.

Discounted Cash Flow (“DCF"} Method

Under DCF Methed value of a company can be assessed using the Free Cash Flow to Firm
Method ("FCFF") or Free Cash Flow to Equily Method ("FCFE"). Under the DCF method, the
pusiness is valued by discounting its free cash fiows for the explicit forecast period and the
perpetuity value thereafter. The free cash flows represent the cash available for distnbution to
both. the owners and creditors of the business. The free cash flows in the explicit period and
those in perpetuity are discounted by the Weighted Average Cost of Capital ("WACC"). The
WAGCC, based on an optimal vis-a-vis aclual capital struclure, is an appropriate rate of discount
to calculate the present value of the future cash flows as # considers equity-debl risk by
incorporating debt—equity ratio of the firm.

The perpeluity (terminai) value is calculated based on the business’ potential for further growth
beyond the explicit forecast period. The “constanl growth medel” is applied. which implies an
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expected constant level of growth for perpetuity in lhe cash flows over lhe fast year of the
forecast period.

The discounting factor {rate of discounting the future cash flows) reflects not only the time value
of money, hut also the risk associated with the business’ future operations. The Business/EV
{aggregate of the present value of explicit period and terminal period cash flows} so derived, is
further reduced by the value of debt, if any, (nel of cash and cash equivalenis) lo arrive at value
to the owners of {he business.

Gonclusion on Valuation Approach

itis pertinent to note that the valuation of any company or its assets is inherenlly imprecise and
is subject to certain uncertaintles and contingencies, all of which are difficult to predict and are
beyond our conirol. In performing our analysis, we made numerous assumplions with respect to
industry performance and genera! business and economic conditions, many of which are beyond
the control of the SPV. In addilien, this valuation will fiuctuate with changes in prevaifing market
conditions, and prospects, financiai and otherwise, of the 8PV, and other faclors which generaily
influence the valuation of companies and their assets.

Accordingly, we have summarized the application of valuation method for the curreni valuation
exercise as under:

Cost Approach

The existing book value of EV of the SPV comprising of its Net fixed assets and working capital
is INR 18,944 Mn as at 3718 March 2016,

In the present case, since the SPV has entered into TSA, the revenue of SPV 1s pre-determined
for the life of the project. In such scenario, the true worth of the business is reflected in its future
earning capacity rather than the cost of the project. Accordingly, since the NAVY does not capture
the future gaming potential of the businesses, we have not considered the cost approach for the
current valualtion exercise,

Market Approach

The present valuation exercise is to underlake 2 fair EV of the SPV engaged in the power
transmission business for a specific tenure. Further, the tanff revenue expenses are very specific
to the SPV depending on the nature of their geographical location, stage of project, terms of
profitability. in the absence of any exactly comparable fisted companies wilh characteristics and
parameters similar to that of the SPV, we have not considered CCM melhod in the present case.
in the absence of adequale details abou! the Comparable Transactions, we were unable to apply
the GTM method. Currently, the equity shares of SPV are not listed on any recognized stock
exchange of India. Hence, we are unable to apply market price method.

Income Approach

The SPV is operaling as BOOM model based project. The cash inflows of the projects are
defined for 35 years under the TSA. Hence, the growth polential of the SPV ard the true worth of
its business would be reflected in s future earnings potential and therefore DOF Method under
the income approach has been considered as an appropriale method for the present valuation
exercise.
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Valuation of the SPV

We have estimated the EV of the SPV using the Discounted Cash Flow Method, While carrying
out this engagement, we have relied exlensively on the information made available to us by the
Investment Manager. We have considered projecled financial statement of the SPV as provided
by the Investment Manager.

Valuation

The key assumptions of the projections provided to us by the Investment Manager can be
divided into two parls:

Part A: Base Case

This refers to the revenue estimated for the SPV as per the existing provisions of TSA read with
CERC Tanf Adoption Grder dated 28% October 2011 and 25" June 2018 respectively, and

Part B: Incremental Revenue Case

This refers to incremental lransmission revenue based on the conseguential petition with CERC
on 26" September 2018 by the SPV, whereby it has claimed an increase in non escalabie
revenue for the concession period. As represented by the Investment Manager, we have
considerad incremental revenue of 2.398% of non escalable revenue for the concession period to
arrive at the EV of the SPV.

Key Assumption under Part A; Base Case

8.2.1. Transmission Revenue The transmission revenue of lhe SPV comprises of non
escatable transmission revenue and escalable Iransmission revenue as provided in the
TSA read with Tariff Adoption Order dated 28™ October 2011 for the life of the project.

« Non Escalable Transmission Revenue: The Non Escalable Transmussion revenue
remains fixed for the entire Bfe of the project. We have corroborated the revenue
considerad in {he financial projactions with the respective TSA read with Tarniff adoplion
order dated 28" Qcteber 2011 and documenis provided to us by lhe Invesiment
Manager. The non escalable charges also include the incremental revenue lo be
received by {he SPV as per CERC order dated 25" June 2018 for additional expenditure
towards taxes and duties amgunting 1o INR 1959 Mn at the rate of C.70% of non
escalable charges as mentioned in the TSA.

« Escalable Transmission Revenue: Escalable Transmission revenue is the revenus
component where the revenue is duly escalated hased on the rationale as provided in
the respective TSA read with Tariff adoption order dated 28" October 2011 and
documents provided to us by the investment Manager. The escalation is {0 mainly
compensate for inflation.

8.2.2. Incentives: As provided in the respeclive TSA, if the annual avadability exceeds 98%,
the SPV shail be entitted to an annual incentive as provided in TSA. Provided no
incentives shall be payable above the availability of 99.75%. Based on the past track
record of the SPV and the generad industry standard, the annual availability shall e
above 98% where the SPV shall be entitled to the incentives as provided in the TSA.

8.2.3. Penalty: K the annual availabilily in a coniract year falls below 95%, the SPV shall be
liable for ant annual penalty as provided in the TSA, Based on our analysis in Para B.2.2
in the present case it is assumed that the annual avalability will not fali below 95% and
hence penally is not considered in the financial projections.
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8.2.4. Expenses: Expenses are eslimated by the Investment Manager for the projected period
bascd on the escalatiun rate as determined for the SPV. We have relied on the
projections provided.

+  Operations & Maintenance (“O&M"): O&M expenditure is estimated by the Investment
Manager for the projected period based on the escafation rale as determined for the
SPV. The investment Manager has projecled expenses o be incurred for the Q&M of the
SPV including, but not limiled to, lransmission fine maintenance expenses, rales and
taxes, legal and professional fees and other general and adminislration expenses. We
have relied on the projections provided by Investment Manager on the operating and
maintenanca expenses for the projected period.

« Insurance Expensas: We underatand from the Investment Manager that the insurance
expensas of the SPV will not escatate for the projected period. We have relied on the
projections pravided by the investment Manager on the insurance expenses lor the
projected period.

8.2.5. Depreciation: The book depreciation has been provided by the Investment Manager.
For Capex as mentioned in para 8.2.5, we have assumed iife of 5 years and depreciated
using straight line method over the life of Lhe project. For calculating depreciation as per
income Tax Act for the projecled period. we have considered depreciation rate as
specified in the income Tax Act and WDV as provided by the Investment Manager.

826 Capex: As represented by the Investment Manager, the SPV is expected to incur INR &
Mn every five year till the expiry date from financial year ended 319 March 2020 in the
projected period. The life of Capex is taken at 5 years.

8.27. Tax Incentive: Tha SPV is eligible for {ax holiday under section 80IA of the Income Tax
Act. Such tax holiday shali be avadabie for any 10 consecutive years oul of 15 years
beginning from the date of COD.

8.2.8. Working Capital: The Invesiment Manager has envisaged the working capital
requirement of the SPV for the projected period. The working capitat assumptions for the
projections as provided by the Investment Manager comprises of trade receivables and
trade payables.

8.3. Key Asstinption under Part B: Incremental Revenue Case

» incremental Transmission Revenue: As provided in the TSA, “every party shall be
entitlad to claim refief for a Force Majeurs event affecting its performance in refation fo ils
obtligation under this agreement”, 1 the present case, BDTCL had claimed relief by filing
petition with the CERC for the force majeure seeking an increase in lransmission
revenue (o offset the additional cost incurred. In its verdict dated 25" June 2018, CERC
granted relief for INR 195.9 Mn. However, the SPV has filed Consequential Pelilion with
CERC on 26" September 2018 claiming further relief of INR 840.16 Mn for incusring
additional interest during construction due lo certain force majeure events,

« As represented by the Investment Manager, we have considered incremental revenue of
2.39% of non escalable revenus for the concession period to arrive at the EV of the SPV.

B.3.1.  O&M: No O8M expendilure needs o be considered for incremental Revenue.

8.3.2. Depreciation: No depreciation needs to be considered for incremental revenue. Further,
the SPV is not expected to incur any capital expenditure in the projected period.
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B.3.3. Working Capitab lhe lnvestment Manager has enwvisaged the working capill
requirement of the SPV for the projecled period. The working capital assurnptions for the
projections as provided by the management comprises of trade receivables only.

8.4. Impact of Ongoing Material Litigation on Valuation

As represented by Invesiment Manager, there are no ongoing litigations that will affect the
valuation exercise.

Valuation of 5PV under Part A: Base Case
Calculaticn of Weighted Averaae Cost of Capital for the SPV under Part A: Base Case

8.5.1. Costof Equity:

Cost of Equity (CoE) is a discounting faclor to caiculale lhe returns expecled by the
equily hoiders depending on the perceived level of risk associated with the business and
the indusiry in which the business operates.

For this purpose, we have used the Capital Asset Pricing Model (CAPM), which is a
commonly used model to delermine the appropriate cost of equily for the SPV.

K{e) = Rf + (Rp* Beta) + CSRP
Wherein:
K(e} = cost of equity
Rf = risk free rate
Rp = risk premium i.e. markel risk premium over and above risk free rate
Bala = a measure of the sensitivily of assets o returns of the overall market
CSRP = Company Specific Risk Premium {in general, an additional company-specific
risk premium will be added to the cosl of equily calculated pursuant 1o CARPM).
For valuation exercise, we have arrived al adjusted cost of equity of 12.44%.
8.52. Risk Free Rate:

We have applied a risk free rale of refurn of 7.43% on the basis of the relevant zero
coupon yield curve as on 29" March 2019 for government securities having a maturity
period of 10 years, as quoted on the website of Clearing Corporation of India Limiled
{"CCiL").

8.53. Risk Premium:

Risk premium is a measure of premium thal investors require for investing in equity
markets rather than bond or debt markets. A risk premium is calculated as follows:

Risk premium = Equity market relurn — Risk free rate
Whergin:
Equity market return = the average historical market refurn is estimaled at 15.00%.
Risk free rate = 7. 43% as explained in para 8.5.2.
Hence, risk premium is derived as 7.57%.
854 Beta:

Beta is a measure of the sensitivity of a company's stock price 1o the movemnents of the
overall market index. Normally, we would take a relevant number from a guoted stock
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8.6

87

and the market on which it trades. In the present case, we find it appropriate to consider
the beta of companies in similar business/ indusiry lo that of the SPV.

We have further unlavered that beta based on debl-equity of the respective company
using the following formula:
Unlevered Beta = Levered Beta /{1 + {Debt/ Equity) *{1-T)

Further we have re-fevered it based on debi-equity of the industry standard using the
following formula:

Re-evered Beta = Unlevered Bela * [1 + (Dett { Equity) *(1-T)]
For qur valuation exercise, re-levered beta has been taken as 0.66.
855 CostofDebt:
The calculation of Cost of Debt post-tax can be defined as follows:
Kidj=K{d)pretax“(1-T)
Wherein:
K{d) = Cost of debt
T = tax rate as applicable
in present vaiuation exercise. we have considered debtequity al 70:30 based on indusiry
standard
For valuation exercise, pre-fax cost of debt has been considered as 8.45%.
8.56. Weighted Average Cost of Capitat (WACC):
The discount rate, or the WACC, is the weighted average of the expecled retum on
equity and the cost of debl. The weighi of each factor is determined based on the
company’s oplimal capital structure.
Formula for calculation of WACC:
WACC = [K{d) * Debt i{Debt + Equity)] +[K(e) * {1 - Debl {Debt + Equity)}]
8.5.7. Accordingly, as per above, we have arnved the WALC of §.24% for BOTCL for valuation
under Base Case (Refer Appendix [},
We undersland from the representation of the investment Manager that the SPV will generate
cash flow even after the expiry of concession period of 35 years as the project is on BOOM
madel and the ownership will remain wilh the SPV even after the expiry of 35 years. Accordingly
we have considered Terminal Value after the expiry of 35 years.

Valuation of BDTCL

8.7.1. We have relied on the projected Bnancials of BDTCL as provided by the Investiment
Manager for the period from 1% April 2019 o 30" March 2049.

8.7.2. WACC arrived at for the purpose of valuation is 8.24% for cash flows as per the Base
Case. (Refer Appendix 1).

8.7.3. For the terminai period, we have considered 0% constant growth rate for FCFF.

8.7.4. As on Valuation Date, we have discounted the free cash flows of BDTCL using the
WACC of 8.24% {o arrive at the Enterprise Value by aggregating the present value of
cash flows for explicil period and terminal pericd at INR 18.967 Mn (Refer Appendix H)
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0.8

8.9

Valuation of SPV under Part B: Incremental Revenue Case

Calcuiation of WACC for 3PV under Part B. Incremental Revenue Case

8.8.1.

882

883

88.4.
885

The Risk free rate, risk premium and bela component for Cost of Equity applied for
incremeantal revenue are same as described under Part A: Base Case.

The calcuialion of CoE as per CAPM can be defined as follows:

K(e} = Rf + (Rp” Beta) + CSRP

CSRP = Company Specific Risk Premium (In general, an additional company-specific
risk premium will be added to the cost of equily calculated pursuant lo CAPM).

We have considered 2% company specific risk premium to the cost of equily for
discounting the incrermental free cash flows arrived after considering the risk associated
with incremental ransmission revenue as mentioned in para 8.3 (Refer Appendix 1).
Pre-tax cost of debt remains same as under Pari A: Base Case

Accordingly, as per above, we have arrived the WACC of 8.40% for BRTCL for valuation
under Incremental Revenue Case (Refer Appendix 1}

Valuation of SPV under Part 8. Incremental Revenue Case

8.6.1.

Valuation of BDTCL

« We have relied on the projected financials of BDTCL as provided by is
management and represeniatives for the period from 1% April 2019 ta 30™ March
2049,

= WACC arrived at for the purpose of valuation is 8.40% for incremental free cash
flows arrived after considering incremental revenue (Refer Appendix 1),

«  We have not considerad valuation for the terminat pericd.

= As on Valuation Date. we have diacounted the free cash flows afler considering
incrermental fransmission revenue of BDTCL using the WACG of 8.40% to arrive at

the Enterprise Value by aggregating the present value of cash flows for explicit
period and terminal period at INR 503 Mn (Refer Appendix {1f),

<< This space is intentionally fefl blank »>>
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9.1,

9.2

9.3.

9.4

9.5

9.6.

10.

101

Valuation Conclusion

The curreni valuation has been carried cut based on the discussed valuation methodology
explained herein earfier. Further, various qualilative factors, the business dynamics and growth
polential of lhe business, having regard fo information base, management perceptions, key
underlying assumptions and limitations were given due consideration,

We have been represented by the Investment Manager that there is no potential devolvement on
account of the contingent kability as of valuation date; hence no inpact has been factored in lo
arrive al EV of the SPV.

Based on the above analysis the EV as on the Valuation Date of the 5PV is:

Particulars e EV {INR Mn) |
Part A: Base Case 18,967 ;
Part B: Incremental Revenue Case 503 .
BDTCL 19,470

The fair Enterprise Value of the SPV is estimated using DCF method. The valuation requires
Investment Manager .o make certain assumptions about the mode! inputs including forecast cash
flows, discount rale, and credit risk

Valuation is based on estimates of future financial periormance or opinions, which represent
reasonable expectations at a particular point of time, bul such information, eslimates or opinons
are not offered as predictions or as assurances that a particular level of income or profit will be
achieved, a particuiar event will occur or that a particular price will be offered or accepted. Actual
resuits achieved during the perind covered by the prospective financial analysis will vary from
these estimales and the variations may be maleriai.

Accordingly. we have conducted sensitivity analysis for the Base Case on the following model
inpuls:

Decrease by increase by
WACC Fair Val
0.50% alrvame 0.50%
implied WACC F.74% 8.24% 8.74%
EV Base Case (in INR Mn) 19,024 18,867 18,111
implied WACC 7.90% 8.40% 8.90%
EV Incremental Case {in INR Mn) 518 503 489
Total BV 20,442 19,470 18,560
Total Expenses® Decrease by 20% FairValue - Increase by 20%
EV Base Case {in INR Mn} 18,615 18,967 18,320

*inrcrease in total expenses will nat have any impact on Incremental Revenue Case

Additional Procedures to be complied with in accordance with InvIT regulations

Scope of Work

The Schedule V of the SEB InviT Regulations prescribes the minimum set of mandatory
disclosures to be made in the vatuation repori. In this reference. the minimum disclosures in
vaiuation report may include following information as well. so as 1o provide the investors with the
adequate information about the valuation and ofher aspects of the underlying assets of the InviT.
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10.3.

10.4.

10.5.

10.8.

The additional set of gisciosures, as prescribed under Schedule V of InviT Regulations, to be
made in the valuation report of Bhopat Dhule Transmission Company Limited ('BDTCL") are as
follows:

«  List of one-lime sanctions! approvals which are obtained or panding,
«  List of up to date/overdue periodic clearances,
«  Statement of assets included,

» Eslimales of already carried as wel as proposed major repairs and improvements along
with estimated time of completion;

Revenue pendencies including local authority taxes associated with tnviT asset and
compounding charges, if any,

+ On-going and closed malerial litigations including tax disputes in relation to the assets. if
any,;

« Vulnerability to natural or induced hazards that may not have been covered in lown
planning/ building control.

Limitations

This Report is based on the information provided by the representatives of the Investment
Manager. The exercise has been reslricied and kept fimited to and based entirely on the
documents, records, files, registers and information provided to us. We have not verified the
information independently with any other external source.

1.3We have assumed the genuineness of ail signatures, the authenticity of all documents
submitted to us as criginal, and the conformily of the copies or extracts submitted to us with that
of the original documents.

1.4We have assumed that the documents submitted to ue by the reprasentatives of Investment
Manager in connection with any particular issue are the only documents related to such issue.
We have reviewed the documents and records from the limited perspective of examining issues
noted in the scope of work and we do not express any opinion as to the legal of lechnical
implications of the same.

Analysis of Additional Set of Disclosures for BDTCL

A, List of one-time sanclionsfapprovals which are obtained or pending;

Ag informed by the investment Manager, there have been no additional sanctions/ approvals
oblained by BDTCL between the periog 1% April 2018 to 318 March 2019, Further, we wers
nformed that there were no applications for which approvat is pending. The list of sanctions/
approvals obtained by the Company as on 371 March 2019 is provided in Appendix il

B. List of up 1o dale/ overdue periodic clearances:

We have included the periodic clearances obtained by BDTCL in the Appendix 11k,
C. Statement of assels included:

As at 31st March 2019, details of the asset of the SPV are as follows:-
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INR Million

0,
Asset Type Gross Biock Depreciation Net Block da/;rzfc?aie(:
Transmission Lines 14,473.6 1.930.2 125434 13%
Sub-station 6,662 4 1,036.9 5,622.6 16%
Leasehold Land 105.4 22.0 83.4 21%
Other Assets 743 15.9 58 4 21%
Freehold Land 14.1 - 14.1 0%
TOTAL 24,329.8 3,007.9 13,3219

Source: Provisional Financials of 31st March 2019

Estimates of already carried as well as proposed majer repairs and improvements along with
ostimated time of completion;

We noled in the financial statemenis that BDTCL has incurred INR 85.46 Miflion during the
period ended 313 March 2019 for the maintenance charges of Transmission Lines. Based on
confirmation provided by the Investment Manager we expect the increase of c.3.91% per
annum in lhe cost of cperation and maintenance expenses incurred.

investrment Manager has informed us that Lhere are ne mainienance charges which has been
deferred to the upcoming year as {he maintenance aclivilies are carried ocut regularly. We have
been informed that overhaul maintenance are regularly carried out by BODTCL in order to
maintain the working condition of the assets.

Revenue pendencies including local authority taxes associated with InviT _asset and
compounding charges, if any;

investment Manager has informed us that there are no dues including locat authority taxes
pending to be payable to the government autherities with respect to InvlT assets.

On-going and closed material litigations including tax dispules in relation to the assets, i any;

As informed by the Investment Manager, the staius of ongeing litigations is updated in
Appendix V. Invesimen! Manager has informed us that it expects majority of the cases to be
setfted in favour of BETCL and accordingly no outflow is expected against the litigations
Vulnerability to natural or induced hazards thal may not have been covered in town planning/
building control.

investment Manager has confirmed !o us that there are no such natural or induced hazards
which have nol been considered in lown pianning/ building conlrol.

On-going and closed material litigations including tax disputes in relation {o the assets, if any;

As informed by the Investment Manager, the status of ongoing litigations s updated in
Appendix IV. Investment Manager has informed us that it expects majority of the cases o be
settled in favour of BDTCL and accordingly no oulllow is expecled against the litigations.

Vulnerabiiity to natural or induced hazards that may not have been covered in town planning/
buiiding conirol.

invesiment Manager has confirmed tc us that there are no such naturai or induced hazards
which have not been considered in fown planning/ building conltrot.
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Appendix | — Weighted Average Cost of Capitai of the 5PV

A: Base Case

Particulars % Remarks

Market Retum 15.00% Market Retun has been considered based on the long temn

Risk Free Rate 7.43% Risk Free Rate has been considered based on zero coupon yield
cune as at 29™ March 2019 of Gowmmenl Secunties havng
maturity period of 10 years, as quoted on CCIL's website.

Market Risk Pramium 7.57% Market Premium = Market Return — Risk Free Rate

Beta (releverad) 0.66 Beta has been considered based on the beta of companies
operaling in the simitar kind of business in India.

Cost of Equity 12.44% Ke = Rf + § x (Rm-Rf) + CSRP

Pre-tax Cost of Debt 8.45%  As represented by the Investment Manager

Effective tax rate of SPV  23.87%  Awverage tax rate for the life of the project has been considered

Post-tax Cost of Debt 6.43% Effective cost of debl. Kd = Pre tax Kd * (1-Effective Tax Rate}

Debt/(Debt+Equity) 70.00% The debt — equity ratio computed as [D/D+E)] is considered as
70% as perindustry standard.

WACC 8.24% WACC = [Ke*(1-DH{D+E})]+[Kd*(1-1)*{D/ (D+E}]

B: incrementat Case

Particulars % Remarks

Market Return 15.00% Market Return has been considered based on the long term
awerage retums gamed by an equity investor in India

Risk Free Rate 7.43% Risk Free Rate has been considered based on zero coupon yield
cune as at 28" March 2019 of Gowernment Securities having
maturity period of 10 years, as quoted on CCIL's website.

Market Risk Prermium 7.57%  Market Premium = Market Return - Risk Free Rate

Beta (relevered) 0.63 Beta has been considered based on the beta of companmes
operating in the similar kind of business in India.

Risk Premium 2.00% Company Specific Risk Premium

Cost of Equity 14.19% Ke = Rf + 8 x (Rm-Rf) + CSRP

Pre-lax Cost of Dabt 8.45%  As reprgsented by the Inestment Manager

Effective tax rato of SPV 26.00%  Averngo tox rate for the fife of the project has beon considered

Post-tax Cost of Debt 5.93% Effactive cost of debt. Kd = Pre tax Kd = (1-Effective Tax Rate)

Debt/{Debl+Equity} 70.00%  The debt - equity ratic compited as [D/(D+E)Y is considered as
70% as per industry standard.

WACC 8.40% WACC = [Ke"{1-D:(D+E)}i+ [Kd “(1-)"(D:(D+E))]
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Appendix il - Valuation of BDTCL as on 31* March 2019 — Part A: Base Case _

WALC §.24%, INR Mn
Cagh \ . N

Year Revenue EBITDA 'iarrr;: Capex Cha:\%ﬁgs fn 1::: FCFF .?:(;cgzil Dis;:::;t:ng FVF?;\::SH
Ty 20 2,677 2.489 9% <) 78 360 2,006 0.50 0.9 1,929
Fy23 2,604 2,389 R% - -76 363 2,102 1.50 0.89 1,867
Fyz22 2,607 2.383 91% - 4 382 2022 2.50 Q.82 1.659
FY23 2.61¢ 2,377 91% - 0 B0 2017 3.5 Q.76 1.529
FY2a 1,862 1,611 B7% - -189 185 1,604 4.50 070 1.124
Fy25 1,856 1,605 Bii% 5 1 184 1,405 5.50 0.65 G049
FyY2s 1,860 1.4599 86% 0 183 1,408 8.50¢ 0.80 840
FY27 1,863 1.692 65% - 0 181 4 7.50 0.55 774
Fy28 1,868 1.586 85% . -1 190 4,387 8.50 0.5% 713
Fr29 4,872 1,580 B4% - 1 189 1,380 9.50 0.47 G5
FY30 1.877 1,573 B4% 3 ¢ 185 1379 10.50 Ga4 501
Fy3i 1,882 1,568 83%. - 0 188 1,378 11.50 C.40 554
Fy32 1,688 1,560 83% - -1 87 1,374 12.50 0.37 511
FY33 1.884 1,553 82% - 2 6 1366 13.50 .34 459
Y34 1,800 1,546 B1% - 0 4 1362 14.50 .32 432
FY35 1,907 1,538 81% 5 1 182 1.38% 15 50 ¢.29 386
FY 34 1,818 1,532 80% . -1 181 1352 16 50 027 366
FY37 1,923 1,525 79% - 2 179 1344 17.50 0.25 336
FY3s 1,931 1.518 7% - 1 378 1,339 18.50 0.23 310
FY g 1,940 1,51 8% . 178 1.333 19 50 021 285
FY 40 1,950 1,503 T 5 -0 333 1,168 30.50C Q.20 230
Fyal 1,860 1,496 T6% - 2 420 1074 21 504 0y 1t
a2 1,871 1.459 6% . 1 421 1,067 22.50 0.17 180
Fy43 1,983 1.482 75% . 1 420 1,080 23.50 0.18 165
Fya44 1,985 1.475 T4% - 0 420 1.055 24 .60 0.14 152
Fy4s5 2,008 1,468 73% 5 3419 1,041 25.50 0.13 138
FY 46 2,023 1.461 72% - 2 418 1041 26.50 g.12 128
FY47 2,038 1.454 T1% . 2 418 1035 27 50 0.1 117
Fydg 2.054 1.448 0% - T 417 1030 28.50 0.0 108
Fyag® 2,063 1,434 0% - 3 413 1018 29.50 c.10 9
™ 2,068 1,438 T0% 1 - 418 1019 23 50 .10 jeis)
Present Vaiue of Explicit Penod Cash Flows 17,770
Present Value of Teanmal Year Cash Flow 1.197
Enterprise Vzalue 18,967

* 30th Marchr 2049
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WACC  B.40% INR M1
Year Reavanue EBITDA EBITDA Capex Changeslin Taxation FCFF  Cash Discounting PV of Cash
Margin wce Accrual Facter Flows
Faclor
FY20 357 347 100% 76 114 131 Q50 [ 126
Fy21 60 o0 100% 161} 21 100 1 S0 089 89
FY 2z 59 59 100% (0) 21 39 2.50 g8z 3z
FY23 54 53 100% {m 21 39 350 075 29
FY24 41 41 160% (4} 12 34 4.5 g7 23
FY25 41 41 100% 0 12 29 5.50 0.64 19
FY26 41 4 100% {0 12 24 6.50 065 17
FYar 4% 41 100% & 12 29 7 50 055 16
Fy2s 41 41 100% (3] i2 29 8.50 0.50 18
Fy29 11 41 100% G i2 29 9.50 016 13
FY30 41 41 100% {® 12 29 10.50 0.43 12
FY 31 41 41 100% {0y 12 29 11.50 0.40 11
FYaz 40 40 100% (0} 12 29 12.50 0.36 10
FY33 40 40 103% (04 12 29 13.80 024 He
FY34 40 af 100% {0} 12 26 14 50 a3 S
FY3h 40 40 100% 0} 12 23 15.59 0.29 ]
FY 38 40 40 100% {0) 12 28 16.50 026 7
Y37 440 40 100% (0} 12 28 17 80 0.24 7
FY3s 44 40 100% [t4] 12 28 18.50 022 6
Fyag 40 40 100% (01 12 28 19.50 0.21 ]
FYAaG 39 36 100% )] 11 28 20,50 A3 1] 5
Fyas a0 39 1000, {0) 11 28 21.50 0. 18 5
FYaz 3% 39 100% 10 11 28 22 50 .16 5
Fyal 38 39 100% ()] 11 28 23.50 ¢.15 4
ydd 39 30 100% [C)] 1 28 24.50 0 14 4
Fras 39 39 100% (03 11 27 25 50 013 3
FY 348 il 38 100% (0} 11 27 26.50 012 3
FyYar 38 a 100% 0} 19 27 27.50 0.11 3
FY48 iB 38 §0C% {0 11 27 28.50 .10 3
Fy49* 38 ) 100% {0} 11 27 29 50 09.C9 2
Present Value of Explict Period Cash Flows 503
Enterprise Value 503

* 30th March 2049
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Trusts) Regulations, 2014

SPV: Jabalpur Transmission Company Limited
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Date: 24™ April 2019
CFAS/2019-20/6

Sterlite Investment Managers Limited
Maker Maxity, 5th North Avenue,

Level 5, Bandra Kurla Complex,

Bandra (East}), Mumbai - 400051,

India Grid Trust

(Axis Trustee Services Limited acting on behalf of the Trust)
£-1. Mira Corporate Suits,

1&2, Mathura Road, Ishwar Nagar,

New Delhi - 110065

Sub: Valuatien as per SEB| {Infrastructure Investment Trusts) Requiations, 2014, as amended
{*the SEBI inviT Requiations™}

Dear Sirs/Madams,

We, Haribhakti & Co. LLP, Chartered Accountants {"H&Cc."), have been appointed vide lelter daled 29
January 2019, as an independent valuer, as defined under the SEBI InviT Regulations, by Sterlite
Investment Managers Limited (“the Investment Manager” or “SIML™), acling as the investment manager
for India Grid Trust {“the Trust") and Axis Trustee Services Limiled {fthe Trustee") acling as the trustee
for the Trust mentioned above, for the purpose of the financial valuation of Jabalpur Transmission
Company Limited (*JTCL” or “the SPV"). The SPV was acquired by the Trust on 30" May 2017 and is 1o
be valued as per reguialion 21(4) contained in the Chapter V of the SEBI inviT Regutations.

We have relied on explanations and information provided by the Investment Manager. Although we have
reviewed such data for consistency, we have not independently invesligated or otherwise verified the
data provided. We have no present or planned fulure interest in the Trust, (he SPV or the Investment
Manager except to the extent of our appoiniment as an independent valuer and the fee for our Valuation
Report (*Report”} which is not contingent upon the values reported herein. Our valuation analysis should
not be construed as investment advice specifically, we do not express any opinion on the suilability or
otherwise of entering into any financial or other transaction with the Trust,

We enclose our Report providing our ¢pinion on the fair enterprise value of the SPV on a going concern
basis as at 31 March 2019 (“Valuation Date"). Enterprise Value {"EV™ is described as the total vaiue of
the equity in a business plus the value of its debt and debt related liabilities, minus any cash or cash
equivalents to meet these liabilities. The attached Report detaiis the valuation methodologies used,
calcufations performed and the conclusion reached with respect to this vaiuation.

Haribhakti & Co, LLP, Chartered Accountants Regn, Ho. 48C- 3768, a limited tability partnership registered in Ingfa (convertod pr 17th June, 2014
from a Hrm Haribhakii & Co. FRR: 103521W)

58,"A" Block, 5*Fioor,Mena Kampals Arcade, New 418 & 20. Thisgaraya fead, T.Nagar, Chennai - 600 017, india Tel:«91 44 7815 4197 Fax:«91 44
4213 2024

Registered offices: 705, Leela Business Park, Andhen-Kura Road, Andhert (€). Mumbai - 400 059, India

Olher offices: Abmedabad, Sengatury, Cotmbatore, Hyderabat, Kolkata, Mumbai, New Dethi, Pune.
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We believe thal cur analysis must be considered as a whole. Seiecting portions of our analysis or the
factors we considered, without considering all factors and analysis together could create a misleading
view of tha process underlying the valuntion conclusions. The preparation of & valuation is a complex
process and is not necessarily susceptible to partial analysis or summary description. Any attempt to
do so could lead to undue emphasis on any paricular factor or analysis.

Ouwr valuation and our valuation canclusion are included herein and our Repon complies with the
SEBI tnvIT Regulations and guidelines, circular or notification issuad by Securities and Exchange
Board of India (“SEBI") there under.

Please note that all comments in our Report must be read in conjunction with the caveats 1o the
Report, which are contained in Section 2 of this Report. This fetier, the Reporl and the summary of
valuation inciuded herein can be provided fo Trust's advisors and may be made available for the

inspeclion to the public as a malerial document and with the SEBI, lhe stock exchanges and any
other regulatory and supervisory autharity, as may be required.

We draw your attention to the fimitation of liabiity clauses in Section 2 of the Report.

This letter should be read in conjunction with the attached Report.

Yours faithfully,

For Haribhakti & Co. LLP,
Chartered Actountants

Firm Registration Number: 103523wW

(B

S. Sundararaman
Partner

Membership No, (028423
Place: Chennai

Encl As above
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Definition, abbreviation & glossary of terms

Abbreviations

Meaning

BDTCL
BOOM
Capex
CCIL
CERC
Ckms
CoD
DCF
EBITDA
£V
FCFF
Fy
FYP
H&Co.
INR
WS
JTCL or the SPV
kv
LTTC
Mn
MTL.
NAV
NCA
&M
PGCIL
PKTCL.
PTCL
RTCL
SEBI

SEBI InvIT Regulations

SGL1

SIML or investment Manager
SPGVYL or the Sponsgor

the SPV

T&D

the Trust or InvIT
the Trustee

TSA

WACC

Bhopal Dhufe Transnussion Company Limited
Build-Own-Operate-Maintain

Capitat Experditure

Clearing Corporation of india Limited

Ceniral Electricity Regulatory Commission

Circuit Kilometres

Commercial Operation Date

Discounted Cash Flow

Earnings Before Interest \Taxes , Depreciation and Amaortization
Enterprise Value

Frea Cash Flow to the Firm

Financial Year Ended 31% March

Five year Plan

Haribhakti & Co. LLP, Chartered Accountants

Indian Rupees

Indian Valuation Standards, 2018

Jabalpur Transmission Company Limited

Kilo Volis

Long Term Transmission Customer

Million

Maheshwaram Transmission Limited

Net Assel Value Method

Net Current Assets Excluding Cash and Bank Balances
Operation & Maintenance

Power Grid Corporation of India Limited

Purufia & Kharagpur Trangmission Company Limiled
Patran Transmissior: Company Limited

RARP lransmission Company Limided

Securilies and Exchange Board of India

SEBI (Infrastructure Investment Trusts) Reguiations, 2014, as
amendad

Sterfite Grid 1 Limited

Slerlite Investmenl Managers Limited

Sterlite Power Grid Ventures Limited

Special Purpose Vehicle

Transmission & Distribution

india Grid Trust

Axis Trustee Services Limited

Transmission Service Agreement

Weighted Average Cost of Capital

Page 5 of 31
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Background

The Sponsor
Sterlite Power Grid Ventures Limited {"SPGVL" or “lhe Sponsor’) is engaged into installation and
operation of electricity transmission projects.

The Infrastructure Investment Trust

SPGVL is the sponsor for the India Grid Trust (“the Trust'), The Trust was established on 21
October 2016 by SPGVL and is regisiered with the Securifies and Exchange Board of India
{'SERI") pursuant to the SEB! (Infrastructure investment Trusts) Reguiations, 2014, as amended
("the SEBI InvIT Reguiations™). It is established to own inter-state power transmission assels in
India. The units of the Trust are lisled on the National Slock Exchange of India Limited and BSE
Limited since 6% June 2017.

Investment Manager

Sterlite Investment Managers Limited ("the Investment Manager” or "SIML") has been appoinled
as the invesiment manager to the Trust by Axis Trustee Services Limited (“the Trusiee") and will
be responsible to carry out the duties of such a person as mentioned under SEB! InvIT
Regiulations.

Target Financial Asset o be Valued

JTCL operates two extra high voltage overhead {ransmissicn lines of 982 Ckms in the states of
Chhattisgarh and Madhya Pradesh comprising one 765 kV dual circuit line of 757 Ckms from
Dharamjaygarh {Chhattisgarh) to Jabaipur {Madhya Pradesh) and one 765 kV single circuit line
of 235 Ckms from Jabalpur to Bina in Madhya Pradesh.

Purpose of Valuation

As per Regulation 21{4) of Chapter V of the SEBI InviT Reguiations, a yearly valuation of the
assets of the Trust shall be conducted by an independent valuer for the period ended 315 March
2019 for a publicly offered IaviT. In this regard, Sterlite Investment Managers Limited (‘the
Investment Manager” or "SIML"), acting as the investment manager and Axis Trustee Services
Limited ("the Trustee”) acting as the trustee to the Trust intends to undertake the fair valuation of
Jabalpur Transmission Company Limited {*JTCL" or "SPV"}.

In this regard, the Investment Manrager and the Trustee have appointed us, Marbhakli & Co.
LLP, Chartered Accountants ("H&Ca ") to underake the fair valuation at the enterprise level of
the SPV as per the SEBI InviT Reguiations as at 315 March 2019 ("Valuation Date"). Enterprise
Value ("EV") is described as the total value of the equily in a business plus the value of its debt
and debt related liabilities, minus any cash or cash equivalends to meet those liabilities.

H&Co. declares that:

17.1. 1t is compelent 1o undertake the financial valuation in terms of the SEB! InviT
Reguiations;

1.72. ltis independent and has prepared the Valuation Report (“the Report”) on a fair and
uniiased basis;

173 # has valued the SPV based on the vafuation standards as specified under sub-
regulation 10 of regutation 21 of SEB! InviT Regulations.

This Report covers all the disclosures required as per the SEB! InvIT Regulations and the
valuation of the SPV is impartial, true and fair and in compliance with the SEB!InvIT Reguwlations.

Page 6 of 31
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Scope of Valuation

Nature of the Asset to be Valued

We have been mandated by the Investment Manager o arrive at the Enterprise Value of the
SPV. Enterprise Value (“EV") is described as the tolai value of the equily in a business pius the
value of its debt and debt related liabilities, minus any cash or ¢ash eguivalents to meet those
liabilities.

Valuation Base

Valuation Base means the indication of the type of value being used in an engagement. In the
present case, we have determined the fair value of the SPV at the enterprise level. Fair Value
Bases defined as under:

Fair Value

Fair value is the price that would be received to sell an asset or paid {o transfer a fiability in an
orderly transaclion between market paricipants at the valuation date.

Valuation Date

Valuation Date is the specific date at which the vaiue of the assets to be valued gets estimated or
measured. Valuation is time specific and can change with the passage of lime due ‘o changes in
the condition of the asset to be valued. Accordingly, valuation of an assel as at a particular date
can be different from other date(s).

The Valuation Date considered for the fair enterprise valuation of the SPV is 315 March 2019
{"Valuation Date”).The attached Report is drawn up by reference to acceunting and financial
information as on 315 March 2019, We are not aware of any other events having occurred since
31% March 2018 Lilt date of this Repon which we deem (¢ be significant for our vatuation analysis.

Premise of Vaiue

Premise of Value refers to the conditions and circumstances how an asset is deployed. In the
present case, we have determined the fair enterprise value of the 3PV on a Going Concern
Value defined as under:

Going Concern Value

Gioing concern value is the value of a husiness enterprise that is expected fo continue to operate
in the future. The intangible slements of going concern value result from factors such as having a
lrained work force, an operational piant, the necessary licenses, syslems, and proceaures in
place etc.

For the ameunt peraining {0 the aperating working capital, the investment Manager has
acknowledged to consider the provisional financial stalements as on 315 March 2019 to carry out
the valuation of the SPV,

Exclusions and Limitations

Our Report is subject to he limitations delailed bereinafter. This Reporl is to be read in totadity,
and not in parts, in conjunction with the retevant documents refarred 1o therein.

Valuation analysis and resuits are specific 1o the purpose of valuation and is not intended to
represent value at any time other than valuation date of 319 March 2019 (“Valuaticn Date”)
mentionad in the Repoert and as per agreed terms of our engagement. it may not be valid for any
other purpose or as al any other date. Also, it may not be valid if done on behalf of any cther
entity.
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2.3, This Report, its contents and the results are specific to {i} the purpose of valuation agreed as per
the terms of our engagements; (i) the Valuation Dale and {ii) are based on the financiat
information of JTCL tll 31% March 2019. The Investment Manager has represented lhat the
business activities of JTCL have been carried out in normal and ordinary course between 318
March 2019 and the Report Date and that no material changes have occurred in the operations

and financial position between 313 March 2019 and the Report dale.

2.4, The scope of our assignment did not involve us performing audil tests for the purpose of
expressing an opinion on the fairness or accuracy of any financial or analytical information that
was provided and used by us during the course of our work. The assignment did not involve us to
conduct the financial or technical feasibility study. We have not done any independent techinical
valuation or appraisal or due diligence of the assets or liabilities of the SPV or any of other entity
mentioned in this Report and nave considerad them at the value as disciosed by the SPV in their
regulatory filings or in submissions, oral or written, made to us.

2.5, In addition, we do not take any responsibility for any changes in the information used by us to
arrive at our conclusion as set out herein which may cecur subsequent ta the date of our Report
of by virtue of fact that the details provided Lo us are incorrect or inaccurate.

26.  We have assumed and relied upen the truth, accuracy and completenass of the information, data
ard financial terms provided to us or used by us; we have assumed thal the same are nol
misleading and do not assume or accept any liability or responsibility for any independent
venfication of such information or any mdependent technical vaiuation or appraisai of any ol the
assels, operations or kabilities of 3PV or any other enlily mentioned in the Report. Nothing has
come to our knowledge to indicate that the material provided lo us was misstaled or incorrect or
would not aflford reasonable grounds upon which to base our Report.

2.7.  This Report is intended for the sole use in connection with the purpose as set out above. It can
however be relied upon and disclosed in cennection with any statutory and regulatory filing in
connection with the provision of SEBI InviT Reguiations. However, we will not accept any
responsibility 1o any other pariy fo whom this Repoit may be shown or who may acquire a copy
of the Report, withcut our written consent.

2.8.  Wis clarified that this Report is not a fairmess opinion under any of the stock exchange/ listing
regulations. In case of any third party having access to this Report, please note this Reporl is not
a substitute for the third party's cwn due diligence/ appraisall enquiries/ independent advice that
the third party should undertake for his purpose.

2.9, Fucthsr, this Report is necessarily based on financial, economic, menatary, markel and other
conditions as in effect on, and the information made available to us or used by us up 1o, the date
hereof. Subsequent developments in the aforementioned conditions may affect this Report and
the assumptions made in preparing this Report and we shalt not be obliged to update, revise or
reaffirm this Report if information provided to us changes.

2.10. This Report is based on the information received from the sources mentioned in para 3 and
discussions with the Investment Manager. We have assumed that no information has been
withheld {hat could have influenced the purpose of our Report.

2.11. Valuation is not a precise science and the conclusions arrived at in many cases may be
subjective and dependent on the exercise of individuat judgment There is, therefore, no
indisputable single value. We have arrived at an indicative EV based on our analysis. While we
have provided an assessment of the valug based on an analysis of information available to us
and within the scope of our engagement, others may place a different value on this business.

2.12. Any discrepancies in any table / annexure between the totat and the sums of the amounts listed
are due to rounding-off.
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213, Valuation is based on estimates of {ulure financial parformance or cpinions, which represent
reasonable expectations al a parlicular point of time, but such information, estimates or opinions
are not offered as predictions or as assurances that a particular level of income or profit will be
achieved, a particular event will accur or that a particular price will be offered or accepted. Actual
results achieved during the period covered by the prospective financial analysis will vary from
these estimales and the variations may be material.

2.14. We do not carry out any validation procedures or due diligence with respect to the information
provided/extracted or carry out any verificalion of lhe assels or commant on the achievabiity and
reasonabieness of the assumplions underlying the financial forecasts, save for satisfying
ourseives to the extent possible that they are consistent with other information provided to us in
e course of this engagement.

2.15. Our conclusion assumes that the assets and liahilities of the SPV, reflected in their respective
fatest balance sheets remain intact as of the Report date.

2.18. Whils{ all reasonable care has been taken to ensure (hat the factual stalements in the Report are
accurate, neither oursalves, nor any of our partners, directors, officers or employees shall in any
way be liable or responsible either directly or indiractly for the contents stated herein.
Accordingly, we make no represantation or warranly, express or implied, in respect of the
completeness, authenticity or accuracy of such factual slatements. We expressly disclaim any
and all liabilities, which may arise based upon the infarmation used in this Report. We are not
flable to any third party in relation (¢ the issue of this Report.

2.17. The scope of our work has been limited both in terms of the areas of the business and
operations which we have reviewed and the extent lo which we have reviewad them. There may
be matters, other than those noted in this Report, which might be relevant in the contex: of the
transaction and which a wider scope might uncover.

2.18. For the present vajuation exercise, we have also refied on information available in pubiic domain;
however the accuracy and limelings of the same has not been independently verified by us.

2.19. in the parlicular circumstances of this case, our Habilily {in contract or under statute or otherwise)
for any economic loss or damage arising out of or in connection with this engagement, however
lhe loss or damage caused, shall be limiled to the amount of fees actually received by us from
the Investment Manager, as laid out in the engagement letter, for such valuation work.

2.20. In rendering this Report, we have nol provided any legal, regulatory, tax, accounting or actuarial
advice and accordingly we do not assume any responsibifity or lability in respect thereof,

2.21. This Repord does not address the relative merits of investing in InvIT as compared with any other
afternafive business transaction. or other alternatives, or whether or not such alternatives could
be achieved or are availahle

2.22. We are not advisors with respedt lo legal tax and regulatory matters for the proposed transaction.
No investigation of the SPV's ctaim to title of assets has been made for the purpose of this
Report and the SPV's claim (o such rights have been assumed to be valid. No
consideration has been given to liens or encumbrances against the assets, beyond the
loans disciosed in the accounts. Therefore, no responsibilily is assumed for matlers of a legal
nature.

2.23. We have no present or planned future interest in the Trustee, Invesiment Manager or the
SPV and the fee for this Report is not contingent upon the values reported herem. Our
valuation anatysis should not be construed as investment advice; specifically. we do not express
any opinion on the suitability or otherwise of entering into any financial or olher ransaclion with
the Investment Manager or the SPV.
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We have submitted the draft vaiuation report to the Trust and Investment Manager for
confirmation of accuracy of factuai data used in our analysis and to prevent any error or
inaccuracy in the final vatuation repaort.

Limitation of Liabilities

2.251. It is agreed that, having regard lo the H&Co.'s interest i limiling the personal fiability
and exposure 1o litigation of its personnel, the Sponsor, the Investment Manager and
lhe Trust will net Dring any claim in respect of any damage against any of the H&Co's
personnel perscnally

225.2. In no circumstances H&Co. shall be responsible for any consequential, special, direct,
indirect, punitive or incidental loss, damages or expenses {including loss of profits,
data, business, opposunity cost, goodwill or indemnification) in connection with the
performance of the services whether such damages are based on breach of contract,
torl, stricl fiability, breach of warranty, negligence, or otherwise} even if the Invesiment
Manager had contemplated and communicated to H&Co. the likelihood of such
damages. Any decision {o act upon the deliverables is to be made by the Investment
Manager and no communication by M&Co. should be treated as an invitalion or
mducement {0 engage the Investiment Manager to act upon the deliverable.

2.253. H is clarified that the SIML and Truslee will be solely responsible for any delays,
addifionat costs, or other Habifiies caused by or associated with any deficiencies in
their responsibilities, misrepreseriations, incorrest and  incompiete  information
including information provided 1o determine the assumptions.

2254 H&Co. will not be liable if any loss arises due to the provision of false, misleading or
incomplete information or documentation by SIML or the Trustee.

Sources of Information
I"or the purpose of undertaking this valuation exercise, we have relied on the following sources of

infermation provided by the Investment Manager:

Audited financial statements of JTCL for the Financial Year ("FY"} ended 31% March 2017 and
315t March 2018,

Provisional Profit & Loss Account and Balance Sheet for the period ended 315 March 2019;
Projecled Profit & Loss Account and Working Capital requirements of JTCL from 13 April 2018 to
28" February 2049;

Details of brought forward losses (as per income Tax Agt) as at 315 March 2019,

Details of Written Down Value {as per Income Tax Act} of assets as at 31 March 2019;

Delails of projected Repairs and Capital Expenditure ("Capex”) as represented by the Investment
Manager.

As on 31 March 2019, india Grid Trust hotds 100% equity stake in JTCL through Sterlite Grig
Limited 1 ("SGL 1°). As represented to us by the Investment Manager, therg are no changes in
the shareholding pattern from 31 March 2019 to the date of issuance of this Report.
Transmission Service Agreement ("TSA”} of JTCL with Long Term Transmission Customers
(*LTTCs™ and Tariff adoption order by Central Electricily Regulatory Commission ("CERC")
dated 28" QOctober 2011 and 8" May 2017.

Management Representation Letter by Investment Manager dated 239 April 2019
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Procedures adopted for current valuation exercise

We have performed the valuation analysis, to the extent applicable, in accordance with Indian
Valuation Standards, 2018 ('IVS”) issued by the Institute of Chartered Accountants of india read
with sub-requlation 10 of regulation 21 of SEB1 inviT Regulations,

In connection with this analysis, we have adopled the follewing procedures to carry out the
valuation anatysis:

421 Requested and received financial and qualitative information relating to the SPV;
4.22. Obtained and analyzed data available in public domain, as considered relevant by us:
423 Discussions with the Management on:

«  Undarstanding of the busingsses of the SPV - business and fundamenial faclors
that affect ils earning-generating capacity including strengths, wesknesses,
opportunities and threats analysis and historical and expected financial
performance;

4.2.4. Undertook industry analysis:

+ Research publicly available market data including economic factors ang industry
frends that may impact the valuation

« Analysis of key ‘trends and  valualion rmuitiples of comparable
companies/comparable  lransactions, ©  any. using proprnetary dalabases
subscribed by us,

425  Analysis of other publicly available information
4.2.8. Selection of valuation approach and valuation methodology/(ies), in accordance wilh
V5, as considered appropriate and relavant by us.

427 Determination of fair EV of the SPV.

Cverview of the inviT and the SPV

The Trust

The Trust is registered with SEBI pursuant to the SEB! InviT Regulalions. The Trusl was
eslablished on 21% October 2018 by SPGVL fo own inler-stale power transmission assets in
India. The units of the trust are listed on the National Stock Exchange of India Limiled ang BSE
Limited since 6' June 2017.

The Trust had acquired two revenue generating projects, Bhopal Dhule Transmission Company
Limited ("BOXTCL") and JTCL from its Sponsor on 30" May 2017. On 15% Februaty 2018, the
Trust acquired three additional revenue generaling projgcts from s Sponsor, namely,
Maheshwaram Transmission Limiled (“MTL™), Purutia Kharagpur Transmission Company Limited
{("PKTCL™) and RAPP Transmission Limiled ("RTCL"}. Further, the Trust had acquired another
revenue generating project, namely, Pairan Transmission Company Limited {"PTCL"} on 1§®
February 2018 from Techno Electric & Engineering Company Limited.

The Trust, pursuant to the 'Right of First Offer' deed had a ‘righl of first offer’ to acquire eight
projects of the Sponsor out of the same three are acquired and five can still be acquired pursuant
Lo right of first offer,
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Fellowing is the financial summary of the projects which the Trust had acquired from the sponsor
namely, BDTCL, JTCL, MTL, RTCL and PKTCL and PTCL from Techno Electric & Engineering
Company Limited:

Enterprise Value {INR Mn}

Asset s
Name 30-Sep-18 31-Mar-18  30-Sep-17  31-Mar-17  31-Mar-16  31-Mar-15 Ac%:;i‘;“’“
BDTCL 10,604 20,319 21.431 21541 31812 20113 57 090+

JTCL 14.937 15,431 15,988 16,125 19,407+ 14,295 :

MTL 5423 5,564 5218 NA 4,697
RTCL 4.084 4.054 3,935 NA 3,542
PKTCL 6,481 6,618 6,512 NA 5,861
PTG 2 401 NA 2,320

“Consolidated Purchase Price paid by the Trust for the acquisiion al the time of mitial Public Qffer

“For JTCL, the Investment Manager had prevwusly projected ihe incremental raveniie 1o be at 40% of the non escalable
revenue charges during e valuation exercise of 31¥ March 2016, however the same was subsequenlly reduced lo
§ 8803% of non escalable charges dunng the vatuation exergise of 31% Mach 2017 as per the CERC order daled 8" May
2017,

JTCL. or the SPV

Summary of details of the Project are as foilows:

Parameters Details

Project Cost INR 18,183 Mn

Total Length 992 ckins

Scheduled COD 1 March, 2014

Expiry Date 35 years from the scheduied COD
Trust's stake {through SGi. 1} 100%

The JTCL project was awarded to SGL1 by the Ministry of Power on 19% January 2011 for a 35
year period from the scheduled commercial operation date on a Buiid-Own-Operate-Maintain
("BOOM”} basis. The expiry date of TSA shalf be the date which is 35 years from the scheduled
Commercial Operation Date {"COD™) of the project.

JTCL operales iwo extra high voltage overhead (ransmission lines of 382 Ckms in the stales of
Chhatlisgarh and Madhya Pradesh comprising one 7865 kV dual circuit line of 757 Ckms from
Dharamjaygarh {Chhatlisgarh) to Jabalpur {Madhya Pradesh) and one 765 kV single circuil Line
of 235 Ckms from Jabalpur to Bina in Madhya Pradesh.

JTCL alleviales transmission capacity bolitenecks and expands the reliability and stability of the
power grid in western and northern India by providing open access to transmit power from the
independent power projects in the east of India.

The project consists of the foffowing transmission lines and is being implemented on contract
basis:

Transmission line / . Route length . . Contribution
i
Sub-Station Location (ckms) Specifications Commission date 1o total tariff
. Chhattsgam \ .
Jabalpur-Oharam ' 157 7 g 5 72%
p jaygarh Madhya Pradesh § 65 kv D/C 14 September 2015 o
Jabalpur-Bina Wtadhya Pradesh 235 765 kV S/C 1% July 2015 28%
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5.10.  Following is the map showing area covered by JTCL (not drawn (o scale):

5.11. Operating Efficiency history of JTCL:

QIFYI6 QIFY16 Q FYI6 QUIFYIT QREVIT QIFY1T QAFYI7 QYFY18 Q2FYI8 QAFY18 QAFYI8 QI FY10 QIFYIH Q3FYID QAFY 5

Normative Avadabity Avaiabiity Over Notmabive
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2. Pictures of the SPV:

Overview of the Industry

Introduction:

611, India is the third largest producer and third fargest consumer of glectricity in the world,
with the insialled power capacity reaching 356.1 GW as of March 2019. The country
also has the fifth largest installed capacity in the worid.

6.1.2. Per capita electricsty consumplion in the country grew at a CAGR of 4.36 per cent,
during FY11-FY18, reaching 1,143 KWh in FY 18,

Demand and Supply

6.2.1.  Demand: India continues to be a power deficient counlry even afler an increasing lrend
in demand in the pasi. it is expected that energy requirement will continue to grow at
healthy CAGR of 7.5% 1o 8% over FY 17 to ¥Y 21. The primary growth drivers for rapid
expansion in India's energy demand include investments in industrial and infrastructure
development, rising per capita energy consumption levels elg,

622 Supply: India has seen a robust growth in the installed power generalion capacity in the
past four years. The installed power generation capacity has grown at a CAGR of
~8.08% from ~243 GW in FY 14 (o ~ 347.22 GW as of December 2018 (Source:
IBEF)
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6.3. India’s economic outiook
6.3.1. According to World Bank, india has relained its position as the fastest-growing
economy in the world in 2015, after overtaking China in the previous year. Based on its
estimates, India will continue to occupy the top slot among major economies with a
growth rate of 7.7% {0 7.8% until 2019. india’'s growth rate is significantly higher than
the world average of around 4% and is also higher than cother developing economies,
such as China, Brazil, indonesia and sub-Saharan African nations.

6.3.2.  Power is one of the key sectors attracting FDI inflows into India.

68.3.3. From April 2000 to June 2018, India recorded FD! of US$ 6.8 billion in non-
conventional energy sector. New and renewable energy sector wilnessed maximum
power generation capacity addition, since 2000.

6.3.4. Cumulative FDI inflows into the sector from April 2000-December 2018 were USS
14.22 billion.

6.3.5.  The ongoing liberalization of India’s FOI regime has also led to a surge in investments,
especially after the launch of the 'Make in india’ campaign in October 2014. The FDI
inflow has doublad to § 44.8 billion in fiscal 2018 from $ 22 bilbon in around 2014.
Reduced macroeconomic vulnerability, coupled with improved government spending in
infrastructure sectors, has enhanced India's Global Competilive Index (GCI) ranking fo
58 in 2017-18 from 71 in 201415,

65.4. Power transmission network in India

641 The transmission segment plays a key role in transmitiing power continueusly from the
generation plants to varicus distribution entities. Tranamission and sub-fransmission
systems supply power to the distribution system, which, in turn, supplies power to end
consumers. In india, the Transmission and Distribution ("T&D”) system is a three-lier
structure comprising distribution networks, state grids and regional grids.

642 The distribulion nelworks and state grids are primarity owned and operated by the
respeclive State Transmission utitities or state governments (through state eleciricity
departrments). Most inter-state and inter-regional transmission links are owned and
operated by Power Grid Corporaticn of India Limited ("PGCIL"), which facifitates the
transfer of power from a surplus region to the ones with deficit.

643 The governmenfs focus on providing electriciy to rural areas has led to the T&D
system being extended lo remote villages. The total length of transmission lines in the
counlry has grown at a slow rate of 8% CAGR during FY 11 and FY 17. The lotal
transmission network has increased from 4,07.568 Ckms in FY 11 to around 6,04,193
Ckms in FY 18.

6.44.  As on January 2019 approx. 7.2% of total transmission network is owned by privale
players which showcases the need of more private seclor paricipation in this space.
India has been underinvested as far as transmission is concerned, however; recently
government has been encouraging investments in transmission with apgroximalely
projects worth INR 30,000 crores being awarded in last 2 years.

845 PGCIL has spent around INR 0.9 trillion over 2013-16.

6486 (M the total capacity-addition projects in transmission during the 12th FYP, about 42%
can be attributed to the state sector. The share of private seclor in iransmission line
and substation additions since the beginning of 12th FYP is 14% and 7%, respeclively,
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as lhe majorily of high-capacily, long-distance transmission projects were executed by
PGCIL and state transmission ulilities during this period.

6.4.7. In order to strengthen the power system and ensure free flow of power, significant
investments would be required in the T&D segment. Moreover, commissioning of
additional generation capacity, rising penetration of renewable energy, regionat
demand-supply mismatches, upgradation of existing lines, rising cross porder power
{rading would necessitate huge invesiments in transmission sector in Indwa,

6.4.8. Thus, going forward, the share of power seclor investments are expacted o veer
towards the T&D segment. Moreover, strong government focus on the T&D segment
will also support investments. CRISIL Research expects the transmission segmen!
ghare in tolal power sector investmenls to rige eharply to 33% over 201721 from only
209% over 2012-16. Thus, we expect transmission segments investments to incréase
1.5 times to INR 3.1 frittion over 2017-21 as compared to the previous 5 year period.

Sowrce” CRISIL Power Transimission Report —March 2019 and IBEF report on Power sector in Ingfa- January
2019 and Central Electricity Authoiity Dala as mentivned it PGCIL and Adani Transmission Limited Armual
Report 2017-18..

Valuation Approach

The present vaiualion exercise is being undertaken in order to derive the fair EV of the SPV.
The valualion exercise involves selecting a method suitable for the purpose of valuation, by
exercise of judgment by the valuers, based on the facts and circumstances as applicable to the
business of the company {o be valued.
There are three generally accepted approaches to vatuation:

(a) "Cost" approach

{b) “Markel” approach
(c) “Income” approach

Cost Appreach

The cost approach values the underlying assels of the business to determine the business value,
This valuation methed carries more weight with respect to holding companies than operaling
companies. Also, asset value approaches are more relevant to the extenl that a significani
portion of the assels are of a nature that couid be liquidated readily if s¢ desired.

Net Asse! Value ("NAV")

The NAV Method under Cost Approach considers the assets and iiabilities, inctuding intangible
assets and contingenl liabilities. The Nel Assels. afler reducing the dues to the preference
shareholders, if any, represent the value of 8 company.

The NAV Method is appropriate in a case where the main strength of the business is its asset
backing rather than its capacity or potential to earn profits. This valuation approach is also used
irt case whare the firm is to be liquidated Le. 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 ong point in time.

Additionally, NAV does not properly take into account the earning capacity of the business or any

intangible assets that have no historical cosl. In many respects, net asset value represents the
minimum benchmark value of an operating business.
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Market Approach

Under the Market approach, the valualion is based on the market value of the company in case
of listed companies and comparable companies trading or transaction muitiples for unlisted
companies. The Market approach generally reflects the investors’ perception about the true
worth of the company.

Comparable Companies Multiples {*CCM™) Method

The valic is determined on the basis of multiples derived frem valuations of comparable
companies, as manifest in the stock market valuations of listed companies. This valuation is
based on the principle that market valuations, iaking place between informed buvers and
informed sellers, incorporate all factors rolevant to voluation.  Relevant mulfipleas need (o be
chosen carefully and adjusted for differences belween the circumslances.

Comparable Transactions Multiples {{CTM"} Mathod

Under the CTM Methed, the value is determined on the basis of multiples derived from vaiuations
of similar transactions in the industry. Relevant multiples need to he chosen carefully and
adjusted for differences between the circumstances. Few of such multiples are EV/Eamings
betore inferest, Taxes. Depreciation & Amortization ("EBITDA") mulliple and EV/Revenue
muitipte,

Marke! Price Method

Under this method, the market price of an equity share of the company as quoted on a
recognized stock exchange is normafly considerad as the fair vaiue of the equity shares of that
company where such quotations are arising from the shares being regularly and freely traded.
The markel value generally reflecls the investors’ perception aboul fhe trize worlh of the
compary.

Income Approach

The income approach is widely used for valuation under "Going Concern” basis. |i focuses on the
income generated by the company in the past as well as its future earning capability. The
Discounted Cash Flow Method under the income approach seeks to arrive at 2 valuation based
on the strength of future cash flows.

Discounted Cash Flow ("DCF" Method

Under DCF Method value of a company can be assessed using the Free Cash Fiow ta Eirm
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
perpeluity value thereafter. The free cash fiows represent the cash available for distribution to
both, the owners and creditors of the business. The free cash flows in the explicit period and
those in perpetuity are discounted by the Weighted Average Cost of Capital ("WACCY). The
WACC, based on an optimal vis-a-vis actual capital structure, is an appropriate rate of discount
to calcuiate the present value of the future cash flows as il considers equity-debt risk by
incorporating debt—equily ratio of the firm.

The perpetuity (terminal) valug is calculated based on the business’ potantial for further growth
beyond lhe explicit forecast period. The “constant growlh model” is applied, which implies an

Page 17 of 31



Strictly Private and Confidential Chartered Accouniants

expected consiant leve! of growth for perpetuity in the cash flows over the last year of the
forecast paricd.

The discounting factor {rate of discounting the future cash flows) reflects not only the tima value
of money, butl aiso the risk associated with the business' future operations. The Business/EV
{aggregate of the present vatue of explicit pericd and terminal period cash flows) so derived, is
further reduced by the value of debd, if any, (net of cash and cash equivalents) te arrive at value
to the owners of the business.

Coanclusion on Valuation Approach

l is pertinent 1o note that the vaiuation of any company or its assets is inherently imprecise and
is subject to certain uncertainties and contingencies, ali of which are difficult to predict and are
beyond our coniral, In performing our analysis, we made numerous assumptions with respect to
induslry performance and general business and economic conditions, many of which are beyond
the control of the SPV. In addition, this valuation will fluctuale with changes in prevailing market
condilions, and prospects, financial and otherwise, of the SPV, and other factors which generally
influence the vatuation of companies and their assets.

Accordingly, we have summarized the application of valuation method for the current valuation
exercise as under:

Cost Approach

The existing book value of EV of the SPV comprising of its Nef fixed assets and working capital
is INR 14,451 Mn as at 31 March 2019

In the present case, since the 3PV has entered into TSA, the revenue of SPV is pre-determined
for the life of the project. in such scenaric, the true worth of the business is reflected in its future
earning capacity rather than the cost of the project. Accordingly, since the NAV does not capture
the future earning potentiat of the businesses, we have rot considered the cost approach for the
current valualion exercise,

Market Approach

The present valuation exercise is lo underiake a fair EV of the SPV engaged in the power
transmission business for a specific tenure, Further, the lasfl revenue expenses are very specific
to the SPV depending on the nalure of their gecgraphical location, stage of project, terms of
profitabitity. In the absence of any exactly comparable listed companies with characteristics and
parameters similar to that of the SPV, we have not considered CCM mathod in the present case.
fn the absence of adeguate details about the Comparable Transactions, we were unable to apply
the CTM method. Currently, the equity shares of SPV are not listed on any recognized stock
exchange of india. Hence, we are unable to apply market price method.

income Approach

The SPV is operating as BOOM model based project. The cash inflows of the projects are
defined for 35 years under the TSA, Hence, the growth potential of the SPV and the true worth of
its business would be reflected in its fulure earnings potentia! and therefore DCF Method under
the income approach has been considered as an appropriate method for the presenl vaiualion
exercise.
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Valuation of the SPV

We have estimated the EV of the SPV using the Discounted Cash Flow Method. While carrying
out this engagement, we have ralied extensively on the informaticn made available to us by the
Investment Manager. We have considered projected financial statement of the SPV as provided
by the Investment Manager.

Valuation

The key assumptions of the projections provided 1o us by the Investment Manager are:

Key Assumptions

8.1.1. Transmission Revenue: The transmission revenue of the SPV comprises of non
escalable transmission revenue and escalable transmission revenue as provided in the
TSA read with Tariff adoption order dated 28" October 2011.

* Non Escalable Transmission Revenue: The Non Escalable Transmission revenue
remains fixed for the entire fife of the projecl. We have corroborated the revenue
considered in the financial projections wilh the respective TSA read with Tariff adoption
order dated 28" October 2011 and documents provided to us by the Investment
Marager. Non escalabie charges alse include the incremental revenue 1o be received by
the 5PV as per the CERC order dated 8™ May 2017 at the rate of 9.8903% of non
escalable charges mentioned in the TSA.

» Escalable Transmission Revenue: Escalable Transmission revenue is the revenue
component where the revenue is duly escalated based on the rationate as provided in
the respective TSA read with Tariff adoplion order dated 28" Oclober 2011 and
documents provided to us by the lnvestment Manager. The escalation is to mainly
compensate for the inflation factor.

8.1.2. Incentives: As provided in the respective TSA, if lhe annual availability exceeds 98%,
the SPV shalt be entitled to an annual incentive as provided in TSA. Provided no
incentives shall be payable above the availability of 99.75%. Based on the past track
record of the asset and the general industry standard, the annual availability shall be
above 98% where the SPV shall be enfitled o the incentives as provided in the TSA.

8.1.3. Penalty: f the annual availabifity in a contract year fails below 95%, the SPV shall be
lable for an annual penalty as provided in the TSA. Based on our analysis in Para 8.1 2,
in the present case, it is assumed that the annual availability will not fall below 95% and
hence, penalty is not considered in the financial projections.

8.1.4. Expenses: Expenses are estimated by the Investment Manager for the projected period
based on the escalation rate as determined for the SPV. We have relied on the
projections provided.

* Operations & Maintenance (“0&M”): O&M expenditure is eslimated by the Investment
Manager for the projecled period based on the escalation rate as determined for the
SPV. The Investment Manager has projected expenses to be incurred for the O8&M of the
SPV including, but net limited lo. transmission line maintenance expensas. fales and
taxes, legal and professional fees and other generat and administration expenses. We
have relied on the projections provided by Investmant Manager on the operating and
maintenance expenses for the projected period,

» Insurance Expenses: We understand from the Investment Manager {hat the insurance
expenses of the SPV will not escalate for the projecled period. We have relied on the
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projections provided by the Investment Manager on the insurance expenses for the
projected period.

B.1.5.  Depreciation: The book depreciation has been provided by the Invesiment Manager tilt
the life of the assel. For calculating depreciation as per Income Tax Act for the projected
period, we have considered depreciation rate as specified in the Income Tax Acl and
WDV as provided by the Investment Manager.

8.18. Capex: As represented by the Investment Manager, the SPV is not expected o incur
any Capex in the projected period.

B.1.7. Tax incentive: The SPV is eligible for lax holiday under seclion BOIA of income Tax Act.
Such tax holiday shall be availabie for any 10 consecutive years out of 15 years
begiing iom the date of COD.

8.1.8. Working Capital: The Investment Manager has envisaged the working capital
requiremeant of the SPV for the projected period. The operating working capital
assumptions for the projections as provided by the Invesiment Manager comprises of
trade receivabies and trade payables.

Impact of Ongoing Material Litigation on Valuation

As on 318 March 2019, there is an ongoing tax litigation having deposits under dispute of INR
107 Mn. As represented by the Investment Manager, the SPV will receive INR 44.96 Mn
perfaining to the same in the next year.

Calculation of Weighted Average Cost of Capital for the SPV
8.3.1. Cost of Equity:
Cost of Equity {CoE) is a discounting factor to calculate the returns expected by the

equitly hoiders depending on the perceived level of risk associated with the business and
the industry in which the business operates.

For this purpose, we have used the Capital Asset Pricing Mode! (CAPM), which is a
commerly used model to determine the appropriate cost of equity for the SPV.

K{e) = Rf + (Rp* Beta) + CSRP

Wheremn:

Kie) = cost of equity

RI = risk free rate

Rp = risk premium i.e. market risk premium over and above risk free rate
Bela = a measure of the sensilivily of assets to returns of the overalt market

CSRP = Company Specific Risk Premium (In general, an additional company-specific
risk premium wili be added fo the cos! of equity calcutated pursuant to CAPM).

For vatuation exercise. we have arrived at adjusted cosl of equity of 12.48%

8.3.2. Risk Free Rate:
We have applied a risk free rate of return of 7.43% on the basis of the retevant zero
coupon yield curve as on 29" March 2019 for government securities having a maturity

period of 10 years, as quoted on the website of Clearing Corporation of india Limited
("CCIL™.
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8.3.3. Risk Premium:
Risk premium is a measure of premium that investors require for investing in equily
markets rather than hond or debt marketls. A risk premium ig calculaled as follows:

Risk premium = Equity market return - Risk free rate
Wherein:
Equity market return = the average historical market return is estimated at 15.00%.
Risk free rale = 7.43% as explainad in para 8.3.2.
Hence, risk premium is derived as 7.57%.
8.3.4. Beta:
Beta is a measure of the sensilivily of a company’'s stock price to the movements of the
overall market index. Normaily we would take a relevant number from a quoted stock

and the market on which i trades. In the present case, we find i appropriate to consider
the beta of companies in similar business/ industry to that of the SPV.

We have further unlevered that bata based on deht-equity of the respective company
using the following formula:

Unlevered Beta = Levered Beta / [1 + (Debt / Equity) *(1-T)]

Further we have re-levered it based on debt-equity of the mdustry standard using the
following formula:

Re-fevered Bela = Unlevered Beta * [1 + (Debt / Equity) *(1-T)]
For our valuation exercise, re-levered beta has been taken as 0.67.
8.3.5. Cost of Debt:
The calcufation of Cost of Debt post-tax can be defined as folfows:
K{d) = K{d) pre tax* {1 - T)
Wherein:
K(d) = Cost of debt
T = tax rate as applicable
in present vatuation exercise, we have censidered debtequily at 70:30 based on industry
standard.
For valuation exercise, pre-tax cost of debl has been considered as 8.45%.
8.3.6. Weighted Average Cost of Capital {(WACC):
The discount rate, or the WACC, is the weighted average of the expected return on
equity and the cosl of debt. The weight of each faclor is delermined based on the
company's optimai capital structure
Formula for calcuiation of WACC:
WACC = [K(d) * Debt {Debt + Equity)] +[K{e) * (1 - Debt /(Debt + Equity}}]
8.3.7. Accordingly, as per above, we have armived the WACC of 8.30% for JTCL. (Refer
Appendix i).
We understand from the representation of the Investment Manager that the SPV will generate
cash flow even after the expiry of concession period of 35 years as the project is on BOOM
mede! and the ownershig will remain with the SPV even after the expiry of 35 years. Accorgingly
we have considered Terminal Value after the expiry of 35 years.

Page 21 of 31




Strictty Private and Confidential Chartered Accountants

8.5. Valuation of JTCL

8.5.1. Wae have relied on the projected financials of JTCL as provided by the Investment
Manager for {he period from 1% April 2019 to 28" February 2049,

8.52. WACC arrived at for the purpose of valuation is 8 30% for cash flows (Refer Appendix 1}.
8.53. Forthe terminal period, we have considered (% constant growth rate for FCFF.
8.54. As on Valuation Date, we have discounted the free cash flows of JTCL using the WACC

of 8.30% lo arrive at the Enlerprise Value by aggregating the present value of cash fiows
for explici{ period and {erminal period at INR 14,608 Mn (Refer Appendix H).

9. Vaijuation Conclusion

g.1. The current vatuation has bheen carried ol based on the discussed valuation melhodalogy
expiained herein sarfier. Further, various qualitative factars, the business dynamics and growth
polential of the business, having regard to information base, management perceptions, key
underlying assumptions and iimitations were given due consideration.

9.2. We have baen represented by the Investment Manager that there is no potential devolvement on
account of the contingent liability as of valuation date; hence no impact has been factored in fo
arrive at EV of the SPV.

9.3. Based on the above analysis the EV as on the Valuation Dale of the SPV is INR 14,608 Mn
(Refer Appendix i),

9.4 The fair Enterprise Value of the SPV is estimated using DCF method. The valuation requires
Investment Manager to make certain assumptions about the model inputs including forecast cash
ffows, discount rate, and credit risk.

9.5, Valuation is based on estimates of fulure financial performance or opinions, which reprasent
reasonabie expectations at a particufar point of time, but such informaticn, estimates or opinions
are nol offered as predictions or as assurances that a particuiar level of income or profit will be
achieved, a particular event will occur or that a particular price will be offered or accepted. Actual
resulls achieved during the period covered by the prospective financial analysis will vary from
these estimates and the variations may be materiaf

<«<This space is intentionally lefl Blank>>
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9.8 Accordingly, we have conducted sensilivity analysis on the foliowing model inputs:

. \wace ... Degreass by ~FairValue lIncrease by
o WARG S astn @Bs0% o 050%
Implied WACC 7.80% . 8.30% B.80%
Enterprise Value (in INR Mn) 15,418 14,608 13,884
Cyo Tomi Exponsas . T gpyy o FairValue oY
Enterprise Value {in INR Mn} 14 888 14,808 14,329

10.  Additional Procedures to be comptied with in accordance with InviT regulations

Scope of Work

101 The Scheduie V of the SESI InviT Regulations prescribes the minimum ssl of mandalory
disclosures to be made in the valuation reporl. In this reference, the minimum disclosures in
valuation report may include following information as well, so as (o provide the investors with the
adequate information about the valuation and othar aspects of the underlying assets of the InviT.

The additional set of disclosures, as prascribed under Schedule V of inviT Regulations, 1o be
made in the valualion report of Jabalpur Transmission Company Limited ("JTCL") are as follows:

*  List of one-time sanctions/approvals which are abtained or pending;
*  List of up to datefoverdue periodic ¢learances;
»  Statemeni of assels inciuded;

*  Estimates of already carried as well as propesed mayor repars and improvements along
with estimated time of compietion;

+  Revenue pendencies including local authority taxes associated with InviT asset and
compounding charges, if any,

On-going and closed material fitigations including tax disputes in relation 1o the assets, if
any,

*  Vulnerability to natural or induced harards that may not have been covered in lown
planning/ building control.

Limitations

102 This Repon is based on the information provided by the lnvestment Manager. The exercise has
been restricted and kept limited to and based entirely on the documenls, records, files, registers
and information provided to us. We have not verified the information independently with any
other external source.

10.3  We have assumed the genuineness of all signatures, the authenticity of all decuments submitted
to us as original, and the conformity of the copies or extracts submitted to us with that of the
original documents.

1G4 We have assumed that the documents submitted to us by the Investment Manager in connection
with any particular issue are the oniy documents related {o such issue.
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105  We have reviewed the documents and records from the limited perspective of examining issues
nofed in the scope of work and we do nol express any opinion as to the legal or lechnical
implications of the same.

1068 Anaiysis of Additional Set of Disclosures for JTCL

A, List of one-time sanctions/approvals which are obtained of pending:
As informed by the Investment Manager, there have been no additional sanctions/ approvals
obtained by JTCL between the period 1% April 2018 to 31% March 2019. Further, we were
informed that there were no applications for which approval is pending. The list of sanctions/
approvals obtainad by the Company as on 31 March 2019 is provided in Appendix 111,

B. List of up to date/ overdue periodic clearances;
We have included the periodic clearances oblained by JTCL in Appendix ik,

C. Statement of assets includeg:
As at 31st March 2019, details of the asset of the SPV are as follows:

INR Miltion
Asset Type Gross Block Depreciation Net Block d;/;rzfc?ast?;
Fransmission Lines 18.858.4 48539 13,8985 26%
Freshold Land 10.2 - 10.2 0%
QOther Assets 56 52 0.4 93%
TOTAL 18,874.2 4,965.1 13,8091

Source: Provisional Financials of 31st March 2019

.  Estimates of already carried as well as proposed maijor repairs and improvements atong with
estimated time of completion;

We noted in the provisional financial statements that JTCL has incurred INR 38.6 miliion during
the pariod ended 313 March 2019 for the maintenance chargos of Transmission Lines, Based on
the confirmation provided by Investment Manager we expect an increase of ¢.3.52% per annum
in the cost of operation and maintenance expenses to be incurred in the fulure period.
Invesiment Manager has informed us that there are no maintenance charges which has been
deferred to the upcoming year as the mainienance aclivities are carried out regularly. We have
been informed that overhaul maintenance are regularly carried out by JTCL in order {o maintain
the working condition of the assets.

E. Revenue pendencies including local authorily taxes associated with InviT _asset and
compounding charges. if any;
Investment Manager has informed us thal there are no dues including locat authority taxes
pending to be payable to the Government authorities with respect to InviT assets.

F. On-going and closed material litigations inctuding tax disputes in relation to the assets, if any;

As informed by the investment Manager, the status of ongoing litigations is updated in Appendix
V. investment Manager has informed us that it expects majority of the cases o be settied in
favour of JTCL and accordingly no outflow is expecled against the fitigations.

G.  Vulnerabifity to patural or indyged hazards that may not have been covered in town planning!

building control:
Investment Manager has confirmed to us that there are no such nalural or induced hazards
which have not been considered in town planning/ building control.
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Particulars % Remarks

Market Return 15.00% Market Return has been considered based on the long term
awerage relums eamed by an equily investor in India.

Risk Free Rate 7.43% Risk Free Rate has been considered based on zero coupon yield
cune as at 20" March 2019 of Gowemment Securities hasing
maturily pariod of 10 years, as quoted on CCIL's website.

Market Risk Premium 7.57% Market Premium = Market Retum — Risk Free Rate

Beta (relevered) 0.67 Beta has been considered based on the beta of companies
operating in the sirmilar kind of husiness in india.

Cost of Equity 12.48% Ke = R + f x (Rm-Rf) + CSRP

Pre-tax Cost of Debt 8.43% As represented by the Investment Manager

Effective tax rate of STV 22.89%  Awerage tax rate for the life of the project has Leen cunsidered

Post-tax Cost of Debt 8.50% Effactive cost of debl. Kd = Pra tax Kd * (1-Eflective Tax Rate)

Debt/{Debt+Equity) 70.00%  The debt -~ equity ratic computed as [D/(D+E}] is considered as
70% as per Industry standard.

WACC B.30% WACC = [Ke"(1-D/{D+E)}+{Kd (1) (DHD+E))]
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WACC 8.30% INR Mn
Year Revenus EBITDA EBITDA Capex Changes Taxation FCFF Cash  Discounting PV of Cash
Margin in WC Accrual Factor Flows
Factor
FYZ20D 1.547 1.418 94% {209) 198 1,426 0.50 0.96 1 371
Y21 1.548 1,416 93% 1 197 1,218 180 Q.88 1.081
Fyaz 1618 1,412 93% {0) 197 1,218 2.50 0.82 936
EX23 1.518 1,408 83% {0) 196 $.212 3.30 076 8918
FY2a 1.518 1,405 93% {1) 195 1.211 4.50 Q.70 B4G
FY?25 1.518  1.401 82% 1 194 1,205 550 0.64 778
FY28 1.518 1,397 22% [(5)] 193 1,204 650 0.60 Tr
FY27 1.518 1,393 82% Q) 192 1,207 750 0.55 860
FY28 1,518 1,388 81% (H 1914 1,189 850 0.51 809
Fyan 1.618 284 1% 1 140 1,183 g 580 Q.47 560
FY20 1,318 1,380 91% {0 169 1,191 030 0.43 5145
FY31 1.518 1,375 1% (V)] 188 1,187 11 50 0.40 474
FY3z 1.818 1.37C S0% )] 187 1,184 f2.50 0.37 437
FY33 1,818 1,365 30% 1 186 1,178 13.50 0.34 401
FY 34 1.519 1,369 0% (0) 185 1,175 14 50 0.31 370
FY3s 1819 1,354 89% (1)} 184 1,170 15 50 0.29 340
FY36 1.519 1,348 B89% 43} 183 1,187 16 50 a2 313
Fy37 1,519 1.242 88% o] 181 1,160 17 50 0.25 287
FYas 1,518 1,335 86% 431 180 1,156 18 50 023 264
FY3Q 1,519 1,329 8% (1} 179 1,161 1950 .21 243
Fydad 1 549 1,323 B879% (2} 177 1,147 2050 219 224
Fy41 1.578 1,316 B7% [0} 204 1,112 .50 0.18 200
Fy¥42 1.518 1,308 a6% (1} 218 1,090 22 50 .17 181
FYa43 1.518 1.301 BG% (1) 218 1,084 2350 g.15 168
Fyaq 1.518 1.263 85% (2] 322 Q2 24 30 0.14 138
Frdas 1,518 1,285 a5% 0 lorg 918 25 50 013 120
FY4G 3.518 1.277 =3 (1) 3685 912 26.50 0.12 110
FYa4a7 $.518 1,268 aa% 1) 364 05 27T 80 a1 101
FY48 1.517 1.259 83%% (2} B2 BGY 28 .50 0.10 93
Fyag 1.389 1,144 B82% ] 329 814 29.46 G.10 78
v 1.518 1,250 82% - 364 886 25 46 0.10 85
Present Value of Explicit Periog Cash Flows 13,590
Presert Value of Termina! Year Cash Flow 1,018
Enterprise Value 14,608
i Febmary 2043
e
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Charterad Accountants

Date: 24™ April 2019
CFAS/2019-20/2

Sterlite Investment Managers Limited
F-1, Mira Corporate Suits,

1&2, Mathura Road, Ishwar Nagar,
New Delhi — 110065

india Grid Trust

{Axis Trustee Services Limited acting on behaif of the Trust)
F-1, Mira Corporate Suits,

182, Mathura Road, ishwar Nagar,

New Delhi — 110065

Sub: Valuation as per SEBI (Infrastructure Investment Trusts) Requlations, 2014, as amended
(“the SEB! inviT Regulations”)

Dear Sirs/Madams,

We. Haribhakti & Co. LLP, Chartered Accountants ("H&Co."). have been appointad vide letter dated
29" January 2019, as an independent valuer, as defined under the SEBI InvIT Regulations, by Sterlite
Investment Managers Limited (“the Investment Manager” or “SIML"), acting as the investment
manager for India Grid Trust (“the Trust”) and Axis Trustee Services Limiled {“the Trustee™) acting as
the trustee for the Trust mentioned above, for the purpose of the financial valuation of Purulia &
Kharagpur Transmission Company Limited (“PKTCL” or “the SPV"). The SPV was acquired by the
Trust on 158" February 2018 and is to be valued as per regulation 21(4) contained in the Chapter V of
the SEBI InviT Regutations.

We have relied on explanations and information provided by the Investment Manager. Although we
have reviewed such data for consistency, we have not independently investigated or otherwise
verified the data provided. We have no present or planned future interest in the Trust, the SPV or the
Investment Manager except to the extent of our appointment as an independent valuer and the fee for
our Valuation Report ("Report”) which is not confingent upon the values reported herein. Qur valuation
analysis should not be construed as investment advice specifically, we do not express any opinion on
the suitability or otherwise of entering into any financial or other transaction with the Trust.

We enclose our Report providing our opinion on the fair enterprise value of the SPV on a going
concern basis as at 31% March 2019 (“Valuation Date”). Enterprise Value {*"EV") is described as the
total value of the equity in a business plus the value of its debt and debt related liabilities, minus any
cash or cash equivalents to meet those liabilities. The attached Report details the valuation
methodelogies used, calculations performed and the conclusion reached with respect to this
valuation,

Haribhakti & Co. LLP, Chartered Accountants Regn. Ne, AAC- 3768, a limited Liabitity partnership registered in lnuH (w ene&i on *h'.h June,
2014 from a tirm Maribhakti & Co. FRN: 103523W) :

58, 7A" Block, 5¥Floor Mena Kampala Arcade,New 418 & 20, Thiagaraya Road, T, Hagar, Chennat 6001 017, india Te; v‘Jw 44 2513 43 S?/ Fax:+ 61
44 42113 2024 . .

Registeced offices: 705, Leeta Business Park, andberi-Kurla Road, Andhers {E}], Mumbai - 400 059, ladia

Other offices: Ahmedabad, Bengalutu, Coimbatore, Hyderabad, Kolkata, Mumbai, New Dethi, Pune.



Strictly Private and Confidential Chartered Accountanis
We believe that our analysis must be considered as a whole. Selecting portions of our analysis or the
factors we considered, without considering all factors and analysis together could create a misleading
view of the process underlying the valuation conclusions. The preparation of a valuation is a complex
process and is not necessarily susceptible to partial analysis or summary description. Any attemipt (o
@0 0 could tead to undue emphasis on any particutar factor or analysis.

Qur valuation and our valuation conclusion are included herein and our Report complies with the
SEBI InvIT Regulations and guidelines, circular or notification issued by Securities and Exchange
Board of India (“SEBI") there under.

Please note that all comiments in our Repaort must be read in conjunction with the caveats 10 the
Report, which are containad in Section 2 of this Report. This letter, the Report and the summary of
valuation included herein can be provided to Trust's advisors and may be made available for the
inspection to the public as a material document and with the SEBL the stock axchanges and any
other regulatory and supervisory authority, as may be required.

We draw your attention to the limitation of liability clauses in Section 2 of the Report.

This letter should be read in conjunction with the attached Repaort.

Yours faithfully,

For Haribhakti & Co. LL.P,
Chartered Accountants

irm Registration Number. 103523w

/"7:—_

5. 8undararaman

Partner

Membership No. 028423
Place: Chennai

Encl: As above
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Definition, abbreviation & glossary of terms

Abbreviations Meaning
BOTCL Bhopal Dhule Transmission Company Limited
BOOM Build-Own-Operate-Maintain
Capex Capital Expenditure
CClL Clearing Corporation of India Limited
CERC Central Electricity Regulatory Commission
Ckms Circuil Kilomelres
CoD Commercial Operation Date
bCF Discounted Cash Fiow
EBITDA Eamings Before Interest , Taxes , Depreciation and Amortization
EV Enterprise Value
FCFFE Free Cash Flow to the Firm
FY Financial Year Ended 31% March
FYP Five year Plan
H&Co. Haribhakti & Co. LLP, Chartered Accountants
INR Indian Rupees
Vs Indian Valuation Standards, 2018
JTCL. Jabalpur Transmission Company Limited
kv Kilo Voits
LITC Long Term Transmission Customer
Mn Million
MTL Maheshwaram Transmission Limited
NAV Net Asset Value Melhod
NCA Net Current Assets Excluding Cash and Bank Balances
O&mM Operation & Maintenance
PGCIL Power Grid Corporation of India Limited
PKTCL or the SPV Purulia & Kharagpur Transmission Companry Limited
PTCL Fatran Transmission Company Limited
SEBI! Securities and Exchange Beard of India
. SEBI {Infrastructure Investment Trusts) Reguiations, 2014, as
SEBI nviT Regulations amenfje o ) Reg
SGL1 Stenlite Grid 1 Limited
SIML or investment Manager Sterlite Investment Managers Limited
SPGVL or the Sponsor Sterlite Power Grid Ventures Limited
the SPV Special Purpose Vehicle
T&D Transmission & Distribution
the Trust or InviT India Grid Trust
the Trustee Axis Trustee Services Limited
TSA Transmission Service Agreement
WACC Weighted Average Cost of Capital

Page 5 of 29
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1.1

1.2.

1.3.

1.4.

1.5.

1.6.

1.7.

Chartered Accountants

Background

The Sponsor
Sterlite Power Grid Ventures Limited ("SPGVL" or “the Sponsor”) is engaged into installation and
operation of electricity transmission projects,

The Infrastructure Investment Trust

SPGVL is the sponsor for the India Grid Trust (*the Trust”). The Trust was established on 21
October 2016 by SPGVL and is registered with the Securities and Exchange Board of India
{"SEBI"} pursuant to the SEBI {Infrastructure Investment Trusts} Regulations, 2014, as amended
("the SEB! InviT Regulations”). It is established la own inter-state power transmission assets in
india. The units of the Trust are listed on the National Stock Exchange of India Limited and BSE
Limited since 6™ June 2017.

Investment Manager

Sterlite Investment Managers Limited ("the Investment Manager” or “SIML") has been appointed
as the investment manager to the Trust by Axis Trustee Services Limited (“the Trustee™) and will
be responsible to carry out the duties of such a person as mentioned under SEBI lnwiT
Regulations,

Target Financial Asset to be Valued

PKTCL has 400 KV substation at Kharagpur of West Bengal State Eleclicily Transmission
Company Limited which has been commissioned with LILO of Kolaghat-Baripada line. Chaibasa
substation of Powergrid is under implementation with LILO of both circuits of Jamshedpur-
Rourkela line. Ranchi 400 KV substation is a sub-station in Eastern Region grid and also one of
the gateways for power exchange with Western Region Grid. !ts route length is 545 Ckms.

Purpose of Valuation

As per Regulation 21(4) of Chapter V of the SEBI InviT Regulations, a yeary valuation of the
assets of the Trust shall be conducted by an independent valuer for the period ended 31% March
2019 for a publicly offered InviT. In this regard, Sierlite Investment Managers Limited {“the
Investment Manager” or “SIML”), acting as the investment manager and Axis Trustee Services
Limited ("the Trustee”) acting as the trustee to the Trust intends to undertake the fair valuation of
Puratia & Kharagpur Transmission Company Limited{"PKTCL" or “SPV").

fn this regard, the Investment Manager and the Trustee have appointed us, Haribhakti & Co.
LLP, Chartered Accountants (*H&Co.") to undertake the fair valuation at the enterprise level of
the SPV as per the SEBI InvIT Regulations as at 315 March 2019 ("Valuation Date"). Enterprise
Value (“EV") is described as the total value of the equity in a business plus the value of its debt
and debt related liabifities, minus any cash or cash equivalents to meet those liabilities.

H&Co. declares that:

1.7.1. It is competent to underiake the financial valuation in terms of the SEB| InviT
Regulations;

1.7.2. itis independent and has prepared the Valuation Report (“the Report'} on a fair and
unbiased basis;

1.7.3. It has valued the SPV based on the valuation standards as specified under sub-
regulation 10 of regulation 21 of SEBI InvIT Reguiations.

Page 6 of 29
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1.8.

1.9

1.13.

1.15.

2.1,

2.2

Chanered Accountants

This Report covers all the disclosures required as per the SEBI InviT Regulations and the
valuation of the SPV is impartial, true and fair and in compliance with the SEB! inviT Regulations.

Scope of Valuat_ipn

Nattre of the Asset to be Valued

We have been mandated by the Investment Manager to arrive at the EV of the SPV. Enterprise
Value ("EV") is described as the total value of the equily in a business plus the vaiue of ifs debt
and debt related liabilities, minus any cash or cash equivalents to meet those liabilities.

Vaiuation Base

Valuation Base means the indication of the type of value being used in an engagement. In the
pregent casc, we have determined the fair value of the 3PV al the enlerprse level. Falr Value
Bases defined as under:

Fair Value

Fair value is the price that would be received to self an asset or paid to transfer a liability in an
orderly transaction between market participants at the valuation date.

Valuation Date

Valuation Date is the specific date at which the value of the assets to be valued gets estimated or
measured. Valuation is time specific and can change with the passage of time due o changes in
the condition of the asset to be valued. Accordingly, valuation of an asset as at a particular date
can be different from other date(s).

The Vatuation Date considered for the fair enterprise valuation of the SPV is 31% March 2019
("Valuation Date"). The attached Report is drawn up by reference to accounting and financial
information as on 31 March 2019. We are not aware of any other events having occurred since
31% March 2018 till date of this Report which we deem to be significant for our valuation analysis.

Premise of Value

Premise of Value refers to the conditions and circumstances how an asset is deployed. In the
present case, we have determined the fair enterprise valze of the SPV on a Going Concern
Value defined as under:

Going Concern Value

Gaing concern vaiue is the vaiue of a business enterprise that is expected to continue to operate
in the future. The intangible elements of going concern value result from factors such as having a
trained work force, an operational plant. the necessary licenses, systems, and procedures in
place elc.

For the amount pertaining to the operating working capital, the Investment Manager has
acknowledged to consider the provisional financial statemenits as on 31% March 2019 to carry out
the valuation of the SPV.

Exclusions and Limitations
Our Report is subject to the limitations detailed hereinafter. This Report is to be read in totality,
and not in parts, in canjunction with the relevant documents referred to therein.

Valuation analysis and resulis are specific to the purpose of valuation and is not intended fo
represent value at any lime other than valuation date of 31¢ 2019 (“Valuation Date™)
mentioned in the Report and as per agreed terms of our eng% ma\z not be valid for any
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2.6

2.7.

2.8

2.9.

2.10.
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other purpose or as at any other date. Also, it may not be valid if done on behalf of any other
enfity.

This Report, ils contents and the results are specific to (i) the purpose of valuaticn agreed as per
the lerms of our engagements; (i) the Valuation Date and (i) are based on the financial
information of PKTCL tilf 31* March 2019, The Invesiment Manager has represented that the
business activities of PKTCL have been carried out in normal and ordinary course between 31%
March 2019 and the Report Dale and that no materiat changes have occurred in the operations
and financial position between 31 March 2019 and the Report date.

The scope of our assignment did not involve us performing audit tests for the purpose of
expressing an opinion on the fairess or accuracy of any financial or analytical information that
was provided and used by us during the course of our work. The assignment did not involve us to
conduct the financial or technical feasibility study. We have not done any independent technical
valuation or appralsal or due diligence of the assets or liabilities of the SPV or any of other entity
mentioned in this Report and have considered them at the value as disclosed by the SPV in their
regulatory filings or in submissions, oral or written, made to us.

in addition, we do not take any responsibility for any changes in the information used by us to
arrive al our conclusion as set out here in which may occur subsequent to the date of our Report
or by virtue of {acl thal the details provided to us are incarrect or inaccurate.

We have assumed and relied upon the truth, accuracy and completeness of the information, data
and financial terms provided to us or used by us. we have assumed that the same are nol
misleading and do nol assume or accept any lkability or respensibility for any independent
verification of such information or any independent technical valuation or appraisal of any of the
assets, operations or liabilities of 8PV or any other entity mentioned in the Report. Nothing has
come to our knowledge to indicate that the material provided to us was misstated or incorrect or
would not afford reasonable grounds upon which to base our Report.

This Report is intended for the sole use in connection with the purpose as set cut above. H can
however be relied upon and disclosed in connection with any statutory and regulatory filing in
connection with the provision of SEBI wiT Regulations. However, we will not accept any
respansibility to any ather party to whom this Report may be shown or who may acquire a copy
of the Report, without our writlen consent,

It is clarified that this Report is not a fairness opinion under any of the stock exchange/ listing
regulalions. In case of any third party having access to this Report, please note this Report is not
a substitute for the third party's own due diligence/ appraisall enquiries/ independent advice that
the third party should undertake for his purpose.

Further, this Report is necessarily based on financial, economic, monetary, market and other
cenditions as in effect on, and the information made available to us or used by us up to, the date
hereof. Subsequent developments in the aforementioned conditions may affect this Report and
the assumptions made in preparing this Report and we shall not be obliged to update, revise or
reaffirm this Report if information provided to us changes.

This Report is based on the information received from the sources mentioned in para 3 and
discussions with the Investment Manager. We have assumed that no information has been
withheld that could have influenced the purpose of cur Report.

Valuation is not a precise science and the conclusions arrived al in many cases may be
subjective and dependent on the exercise of individua! judgment. There is, therefore, no
indisputable single value. We have arrved at an indicative EV based on our analysis. While we
have provided an assessment of the value based on an analysis of information availabie to us
and within the scope of cur engagement, others may place a diffg(g Biye on this business.

A
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2.12. Any discrepancy in any table / annexure between lhe lotal and the sums of the amounts listed
are due to rounding-off,

2.13. Valuation is based on estimates of future financial performance or opinions, which represent
reasonable expectations at a particular point of time, but such information, estimates or opinions
are not offered as predictions or as assurances that a particular level of income or profit will be
achieved, a particufar event will occur or that a particutar price will be offered or accepted. Actual
results achieved during the period covered by the prospective financial analysis will vary from
these estimates and the variations may be material.

2.14. We do 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 forecasts, save for satisfying
ourselves {0 the exient possible that they are consistent with other information provided to us in
the course of this engagement.

215 Qur conclusion assumes that the assets and liabilities of the SPV, reflected in their respective
latest balance sheets remain intact as of the Report date.

2.16. Whilst all reasonable care has been taken to ensure that the factual statements in the Report are
accurate, neither ourselves, nor any of our partners, directors, officers or employees shall in any
way be liable or responsible either directly or indirgctly for the contenis stated hersin.
Accordingly, we make no representation or warranty, express or implied, in respect of the
completenass, authenticity or accuracy of such factual statements, We expressly disclaim any
and all liabilities, which may arise based upon the information used in this Report. We are not
liable to any third party in relation to the issue of this Report.

2.17. The scope of our work has been limited both in terms of the areas of the business and operations
which we have reviewed and the exlent to which we have reviewed them. There may be matters,
other than those noted in this Report, which might be relevant in the context of the transaction
and which a wider scope might uncover.

2.18. For the preseni valuation exarcise, we have also relied on information avaifable in public domain;
however the accuracy and timelines of the same has not been independently verified by us.

2.19. Inthe particular circumstances of this case, our hability (in contract or under statute or otherwise)
for any economic joss or damage arising out of or in connection with this engagement, however
the loss or damage caused, shall be timited to the amount of fees actually received by us from
the lnvestment Manager, as laid out in the engagement tefter, for such valuation work,

2.20. In rendering this Repor!, we have not provided any fegal, regulatory, tax, accounting or actuarial
advice and accordingly we do not assume any responsibility or fiability in respect thereof.

2.2%. This Report does not address the relative merits of investing in InviT as compared with any other
alternative business transaction, or other alternatives, or whether or not such aiternatives could
be achieved or are available.

2.22. We are not advisors with respect to legal tax and regulatory matters for the proposed transaction.
No investigation of the SPV's claim to litle of assets has been made for the purpose of this
Report and the SPV's claim to such rights have been assumed to be valid. No consideration has
been given to liens or encumbrances against the assets, beyond the loans disciosed in the
accounts. Therefore, no responsibility is assumed for matters of a legat nature.

2.23. We have no present or planned fulure interest in the Trustee, Investment Manager or the
SPV and the fee for this Report is not contingent upon the values reporled herein. Qur
valuation analysis should not be canstrued as investment advice; specifically, we do not express
any opinion on the suitability or otherwise of entering into any financial. or other transaction with
the Investment Manager or the SPV.
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We have submitted the draft valuation report to the Trust and Investment Manager for
confirmation of accuracy of factual data used in our analysis and to prevent any error or
inaccuracy in the final valuation repont.

Limitation of Liahilities

2.25.1. Itis agreed that. having regard to the H&Co.'s interest in limiting the persona liability
and exposure to litigation of its personnel, the Sponsor, the Investment Manager and
the Trust will not bring any claim in respect of any damage against any of the H&Co's
personnel personally.

2252 In no circumstances H&Co. shalt be responsible for any consequential, special, direct,
indirect, punitive or incidental foss, damages or expenses (including loss of profits,
data, husiness, opportunity cost, goodwili or indemnification) in connection with the
parformance of the services whether such damages are based on breach of contract,
tort, strict liabitity, breach of warranty, negligence, or otherwise) even if the Investment
Manager had contemplated and cormmunicaled to H&Co. the likelihood of such
damages. Any decision to act upon the defiverables is to be made by the Investment
Manager and no communication by H&Co. should be treated as an invitation or
inducement to engage the Investment Manager to act upon the deliverable.

2.253. It is clarified that the SIML and Trustee will be solely responsible for any delays,
additional costs, or other liabilities caused by or associated with any deficiencies in
their responsibilities, misrepresentations, incorrect and incomplete information
including information provided to determine the assumptions.

2254 H&Co. will not be liable if any logs arises due to the provision of faise, misleading or
tnrcompliete information or documentation by S8IML or the Trustee.

Sources of Information

For the purpose ot undertaking this valuation exercise, we have relied on the following sources of
information provided by the Investment Manager:

Audited financial statements of PKTCL for the Financia! Year {'FY") ended 31% March 2017 and
31% March 2018;

Provisional Profit & Loss Account and Balance Sheel for the period ended 319 March 2019:

Projected Profit & Loss Account and Working Capital requirements of PKTCL from 1% April 2019
to 10" March 2051;

Details of brought forward losses (as per Income Tax Act) as at 31% March 2019
Details of Written Down Value (as per Income Tax Act) of assets as at 315 March 2019;

Details of projected Repairs and Capital Expenditure (“Capex”) as represented by the invesiment
Manager.

As on 31 March 2019, India Grid Trust hoids 100% equity stake in PKTCL through Sterlite Grid
Limited 1 {("SGL 17). As represented to us by the Investment Manager, there are no changes in
the shareholding pattern from 31 March 2019 to the date of issuance of this Report.
Transmission Service Agreement (“TSA") of PKTCL with Long Term Transmission Customers
{("LTTCs") and Tariff adoption order by Central Electricity Regulatory Commission ("CERC")
dated 20™ August 2014 and 3" April 2018.

Management Representation Letler by Investment Manager dated 23 April 2019
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Procedures adopted for current valuation exercise

We have performed the valuation analysis, to the extent applicable, in accordance with Indian
Valuation Standards, 2018 (“IVS") issued by the Institute of Charered Accountants of India read
with sub-regulation 10 of regulation 21 of SEBI InviT Regulations.

In connection with this analysis, we have adopted lhe following procedures to carry out the
valuation analysis:

421, Requested and received financiat and qualitative information relating to the SPV,
422 Obtaired and analyzed data available in public domain, as considered relevant by us;
423 Discussions with the Management on:

* Understanding of the businesses of the SPV - business and fundamental factors
that affect its earning-generating capacity including strengths, weaknesses,
opportunities and threats analysis and historical and expected financial
performance,

424 Undertook industry analysis:

+ Research publicly available market data including economic factors and industry
trends that may impact the vajuation

* Analysis  of key trends and valuation multiples of comparable
companiesicomparable  transactions, if any, using proprietary  databases
subscribed by us.

4.2.5.  Analysis of other publicly available information

4.26.  Selection of valuation approach and valuation methodclogy/(ies), in accordance with
IVS, as considered appropriate and refevant by us.

4.2.7. Determination of fair EV of the SPV.

Overview of the InviT and the SPV

The Trust

The Trust is registered with SEBI pursuant to the SEBI InviT Regulations. The Trust was
established on 21* October 2016 by SPGVL to own inter-state power fransmission assets in
India, The units of the trust are listed on the National Stock Exchange of India Limited and BSF
Limited since 6% June 2017,

The Trust had acquired two revenue generating projects, Bhopal Dhule Transmission Company
Limited ("BDTCL™ and Jabalpur Transmission Company Limited ("JTCL") from its Sponsor on
30th May 2017. On 15% Fabruary 2018, the Trust acquired three additional revenue generating
projects from its Sponsor, namely, Maheshwaram Transmission Limited {"MTL"), PKTCL and
RAPP Transmission Limited (“RTCL"). Further, the Trust had acquired ancther revenue
generating project, namely, Pairan Transmission Company Limited (“PTCL") on 19" Febraary
2018 from Techno Electric & Engineering Company Limited.

The Trust, pursuant to the 'Right of First Offer’ deed had a ‘right of first offer' to acquire
eight projects of the Sponsor out of the same three are acquired and five can still be
acquired pursuant to ‘Right of Eirst Offer’,
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54. Foltowing is the financial summary of the projects which the Trust had acguired from the sponsor
namely, BDTCL, JTCL, MTL, RTCL, PKTCL and PTCL from Techno Electric & Engineering Campany
Limited:

Erderprise Value (INR Mn)

ASSELNAME 4 Gep-18 31-Mar-18 30-Sep17 31Mar-17 31-Mar-6  31-Mar-15 Ac‘\‘l‘;ﬁ‘;“’"
BDTCL 16664 20316 31431 5154131613 20118
JTCL 14937 15431 15988 16125 10.407* 14.295 ’

MTL 5.423 5564 5218 NA 4,697
RTCL 4,084 4054 3938 NA 3,542
PKTGL 6,481 6618 6,512 NA 5,861
PTCL 2401 NA 2.320

‘Consofidated Purchase Price paid by the Trust for the acquisition at the lime of Intial Public Offsr

“For JTCL, the Investment Manager had previously projected the incremental revenue to be at 40% of the non escalable
revenue charges during the valuation exercise of 31 March 2016, however Ihe same was subsequently reduced to 9.8903%
of non escalabie charges during the valuaticn exersise of 317 March 2017 as per the CERC order dated 8 May 2017,

PKTCL or the SPV

5.5 Summary of detaiis of the Project are as follows:

Parameters Details

Project Cost INR 4,405 Mn

Total Length 545 ckms

Scheduled COD 1™ March 20616

Expiry Date 35 years from the scheduled COD
Trust's stake (through SGL 1) 100%

9.6, The PKTCL project was awarded lo Sterlite Grid Limited 2 by the Ministry of Power on 6" August
2013 for a 35 year period trom the scheduled commercial operation date on a Build Own Operate
Maintain ("BOOM") basis. The expiry date of TSA shall be the date which is 35 years from lhe
scheduled Commercial Operation Date (“CCD") of the project. .

5.7. PKTCL project has been brought into existence, keeping in view the growing generation capacity in
the eastern region. it was much needed fo strengthen the interconnection of the state grids with
regional grids to facilitate exchange of additional power between them. Its route length is 545 Ckms.

5.8. The project consists of the following transmission lines and is being implemented on contract basis:

Transmission line / Location Route length Suecifications Commission  Contribution
Sub-Station (ckms) P date to total tariff

Kharagpur - Chaibasa ﬁz:m dBe”ga" 322 400 KV D/IC 18 June 2016 54%

Puruiia - Ranchi JWh:fklhan dﬁer‘ga" 223 400 KV DIC 7% June 2017 46%

<< This space is intentionally left blank »>
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5.9, Following is the map showing area covered by PKTCL (not drawn to scale)k

s |

5.10.  Operating Efficiency history of PKTCL: -
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<< This space is intentionally left blank >>
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511.

6.

6.1

6.2,

Pictures of the SPV:

Overview of the industry

introduction:

6.1.1. India is the third largest producer and third largest consumar of electricity in the world, with
the installed power capacity reaching 356.1 GW as of March 2019. The country also has
the fifth largest installed capacity in the world.

6.1.2.  Per capita electricity consumption in the country grew at a CAGR of 4.96 per cent, during
FY11-FY18§, reaching 1,148 KWh in FY18.

Demand and Supply

6.21.  Demand: india continues to be a power deficient country even after an increasing trend in
demand in the past. It is expected that energy requirement will continue to grow at healthy
CAGR of 7.5% to 8% over FY 17 to FY 21. The primary growth drivers for rapid expansion
in India’s energy demand include investments in industrial and infrastruclure development,
rising per capita energy consumplion levels ete.

B.2.2. Supply: India has seen a robust growth in the installed power generation capacily in the

past four years. The installed power generation capacity has grown at a CAGR of ~9.08%
from ~243 GW in FY 14 to ~ 347.22 GW as of December 2018 (Source: IBEF).
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6.3.1

6.3.2.
6.3.3.

634

6.3.5.

6.4.1.

6.4.2.

6.4.3.

5.4.4,

6.4.5,
6.4.6.

India’s economic outlook

According to World Bank, India has retained its position as the fastest-growing economy in
the waorld in 2015, after overlaking China in the previous year. Based on its estimates,
fndia will continue to occupy the fop sfol amony major economies with a growth rate of
7.7% to 7.8% until 2019. India's growth rate is significantly higher than the world average
of around 4% and is also higher than other developing economies, such as China, Brazil,
Indonesia and sub-Saharan African nations.

Power is one of the key sectors attracting FDI inflows into India.

From Apdl 2000 to June 2018, India recorded FDI of US$ 6.8 billion in non-conventional
energy sector. New and renewabie energy sector witnessed maximum power generation
capacity addition, since 2000.

Cumudative FDI inflows Into the sector from April 2000-December 2018 were USS 1422
billien.

The ongoing liberalization of India's FDI regime has also led to a surge in investments,
especially after the launch of the ‘Make in India’ carnpaign in October 2014. The FIM inflow
has doubled to $ 44.8 bifion in fiscal 2018 from $ 22 billion in around 2014 Reduced
macroeconomic vulnerability, coupled with improved government spending in infrastructure
sectors, has enhanced India’'s Global Competitive Index (GCI) ranking to 58 in 2017-18
from 71 in 2014-15,

Power transmission network in india

The transmission segment plays a key role in transmiliing power coniinuously from the
generation plants to various distribution entilies. Transmission and sub-transmissian
systems supply power to the distribution system, which, in turn, supplies power to end
consumers. In India, the Transmission and Distribution ("T&D") system is a three-tier
steucture comprising distribution networks, state grids and regional grids.

The distribution networks and staie grids are primarily owned and operated by the
respective State Transmission utiliies or state governments {through state electricity
departments). Mosl inter-state and inter-regional transmission links are owned and
operated by Power Grid Corporation of India Limited (“PGCIL"), which facilitates the
transfer of power from a surplus region to the ones with deficit.

The government’s focus an providing eslectricity to rural areas has ied to the T&D system
being extended to remole villages. The total length of transmission lines in the courttry has
grown at a slow rate of 6% CAGR during FY 11 and FY 17. The total transmission network
has increased from 4,07,569 Ckms in FY 11 to around 6,04,193 Ckms in FY 18.

As on January 2019 approx. 7.2% of total transmission network is owned by private
players which showcase the need of more private sector participation in this space. India
has beern underinvested as far as transmission is concerned, however: recently
government has been encouraging investments in transmission with approximately
projects worth INR 30,0600 Crores being awarded in last 2 years.

PGCIL has spent around INR 0.9 trilion over 2013-16.

Of the total capacity-addilion projects in transmission during the 12" FYP, about 42% can
be altributed to the state sector. The share of privale seclor in transmission line and
substation additions since the beginning of 12™ FYP is 14% and 7%, respeclively, as the
majority of high-capacity, long-distance transmission projects were executed by PGCIL
and state transmission utifities during this period. d 3
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€4.7. In order to sitrengthen the power system and ensure free flow of power, significant
investiments would be required in the T&D segment. Moreover, commissioning of
additional generation capacily, rising penetration of renewable energy, regional demand-
supply mismatches, up-gradation of existing lines, rising cross horder power trading would
necessitate huge inveslments in transrission sector in india.

6.4.8, Thus, going forward, the share of power sector invesiments are expected to veer towards
the T&D segmert. Morecver, strong government focus on the T&D segment will also
support investments. CRISIL Research expects the transmission segment share in total
power sector investments to rise sharply lo 33% over 2017-21 from only 20% over 2012-
18. Thus, we expect transmission segments investments to increase 1.5 times to INR 3.1
triflion over 2017-21 as compared to the previous 5 year period.

Source: GRISIL Power Transmission Report ~March 2019 and 1BEF reporl ¢n Power secter in India- Janusiy 2019 and
Cenlral Electricity Authorty Data as mentioned in PGCIL and Adani Transmission Limited Annual Reporl 2017-18

Vailuation Approach

The present valuation exercise is being undertaken in order to derive the fair EV of the SPV.
The valuation exercise involves selecting a method suitable for the purpose of valuation, by exercise
of judgment by the valuers, based on the facts and circumstances as applicable to the business of
the company to be valued.
There are three generally accepted approaches ta valuation:

{a) "Cost" approach

{b) "Market" approach

(¢} "Income” approach

Cost Approach

The cost approach values the underlying assets of the business to determine the business value.
This valuation method carries 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.

Net Asset Value {"NAV™

The NAV Method under Cost Approach considers the assets and liabilities, including intangible
assets and contingent liabiliies. The Net Assets, after reducing the dues to the preference
shareholders, if any, represent the valtue of a company.

The NAV Method is appropriate in a case where the main strength of the business is 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 enlity, the net asset vaiue methad has the disadvantage of
only considering the status of the business at one point in time.

Additionally, NAV does not properly take into account the earning capacity of the business or any
intangible assets that have no historical cost. In many respects, net asset value represents the
minimun benchmark value of an operating business.
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1.5, Market Approach
Under the Market approach, the valuation is based on the market value of the company in case of
listed companies and comparable comgpanies {rading or transaction muftiples for unlisted companies.
The Market approach generally reflects the investors' perception about the true worth of the
cornpany.

Comparable Companies Multiples (“CCM") Method

The value is determined on the basis of multiples derived from valuations of comparable companies,
as manifest in the stock market vaiuations of listed companies. This valuation is based on the
principle that market valuations, taking place between informed buyers and informed seflers,
incorporate all factors relevant to valuation. Relevant muitipies need to be chasen carefully and
adjusted for differences belween the circumstances.

Comparable Transactions Multiples ("CTM™) Method

Under the CTM Method, the value is determined on the basis of multiples derived from valuations of
similar transactions in the industry, Relevant multiples need 1o be chosen carefully and adjusted for
differences between the circumstances. Few of such multiples are EViEarnings before interest,
Taxes, Deprectation & Amortization ("EBITDA”} multiple and EV/Revenue multiple.

Market Price Method

Under this method, the market price of an equity share of the company as quoted on a recognized
stock exchange is normaily considered as the fair value of the equily shares of that company where
such quotations are arising from the shares being regularty and freely traded. The market value
generally reflects the investors' perception about the true worth of the company,

7.6.  Income Approach
The income approach is widely used for valuation under "Geing Concern” basis. It focuses on the
income generated by the company in the past as well as its future earming capability. The
Discounted Cash Flow Method under the income approach seeks to arrive at a valuation based on
the strength of future cash flows.

Discounted Cash Flow ("DCF") Method

Under DCF Method value of a company can be assessed using the Free Cash Flow to Firm Method
("FCFE") 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 pericd and the perpetuity value
thereafter. The free cash flows represent the cash available for distribution to both, the owners and
credilors of the business. The free cash flows in the explicit period and those in perpetuity are
discounted by the Weighied Average Cost of Capital ("WACC"). The WACC, based on an optimal
vis-a-vis actual capital structure, is an appropriate rate of discouni 1o calculate the present value of
the future cash flows as it considers equity—debt risk by incorporating debt—equity ratio of the firm.

The perpetuity {terminal) value is caiculated 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 forecast
period.
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The discounting factor {rate of discounling the future cash flows) reflects not only the time value of
money, but also the risk associated with the business’ future operations. The Business/EV
{aggregate of the present value of expiicit period and terminal period cash flows) so derived, is
further reduced by the value of debt, if any, {net of cash and cash equivalents) to arrive at value to
the owners of the business.

Conclusion on Valuation Approach

It is pertinent to note that the valuation of any company or its assets is inherently imprecise and is
subject to certain uncertainties and contingencies, all of which are difficull to predict and are beyond
our control. In performing our analysis, we made numerous assumptions with respect to industry
performance and general business and economic ¢onditions, many of which are beyond the control
of the SPV. In addition, this valuation will fluctuate with changes in prevailing market conditions, and
prospects, financial and otherwise, of the SPV, and other factors which generally influence the
valuation of companies and their assets.

Accordingly, we have summarized the application of valuation method for the current valuation
exercise as undern:

Cost Approach

The existing book value of EV of the SPV camprising of its Net fixed assets and working capital is
INR 4,241 Mn as al 315 March 2019.

In the present case, since the SPV has entered into TSA, lhe revenue of SPV is pre-determined for
the fife of the project. In such scenario, the true worth of the business is reflected in its future earning
capacity rather than the cost of the project. Accordingly, since the NAY does not capture the future
earning potential of the businesses, we have not considered the cost approach for the current
valuation exercise.

Market Approach

The present valuation exercise is to underiake a fair EV of the SPV engaged in the power
transmission business for a specific tenure. Further, the tariff revenue expenses are very specific to
the SPV depending on the nature of their geographical location, stage of project, terms of
profitability. in the absence of any exactly comparable listed companies with characleristics and
parameters similar to that of the SPV, we have not considered CCM method in the present case. In
the absence of adequate details about the Comparable Transactions, we were unable to apply the
CTM method. Currently, the equity shares of SPV are not lisled an any recognized stock exchange
of India. Hence, we are unable to apply market price method.

Income Approach

The SPV is operating as BOOM model based project. The cash inflows of the projects are defined
for 35 years under the TSA. Hence, the growth potential of the SPV and the true worth of its
business would be reflected in its future earnings potential and therefore DCF Method under the
income approach has been considered as an appropriate method for the present valuation exercise.
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Valuation of the SPV

We have estimated the EV of the SPV using the Discounted Cash Flow Mcthod. While carying out
this engagement, we have relied extensively on the information made available to us by the
Investment Manager. We have considered projected financial statement of the SPV as provided by
the Investment Manager.

Valuation
The key assumptions of the projections provided 1o us by the investment Manager are:

Key Assumptions

81.1. Transmission Revenue: The transmission revenue of the SPV comprises of non escalable
lransmission revenue and escalable transmission revenue as provided in the TSA read with
Tariff adoption order dated 20" August 2014.

* Non Escalable Transmission Revenue: The Non Escalable Transmission revenue
remains fixed for the entire life of the project. We have corroborated the revenue considered
in the financial projections with the respective TSA read with Tariff adoption ¢order dated 20"
August 2014 and documents provided ta us by the Investment Manager.

« Escalable Transmission Revenue: Escalable Transmission revenue is the revenye
component where the revenue is duly escalaled based on the rationale as proviged in the
respective TSA read with Tariff adoption order dated 20" August 2014 and documents
provided to us by the Investment Manager. The escalation is to mainly compensate for the
inflation factor

8.1.2. iIncentives: As provided in the respective TSA. if the annual avatlability exceeds 98%, the
SPV shall be entitted to an annual incentive as provided in TSA. Provided no incentives shall
be payable above the availability of 99.75%. Based on the past track record of the asset and
the general industry standard, the annual availability shalt be ahave 98% where the SPV
shall be entitled to the incentives as provided in the TSA.

8.1.3. Penalty: If the annual availabilily in a contract year falls below 95%, the SPV shall be liable
for an annual penalty as provided in the TSA. Based on our analysis in Para 8.1.2, in the
present case, il is assumed that the annual avaitability will not fall below 95% and hence,
penailty is not considered in the financial projections.

8.1.4. Expenses: Expenses are estimated by the investment Manager for the projected period
based on the escalation rate as determined for the SPV. We have relied on the projections
provided.

¢ Operations & Maintenance (“O&M"): O&M expenditure is estimated by the Investment
Manager for the projected period based on the escalation rale as determined for the SPV.
The Investment Manager has projected expenses 1o be incurred for the O&M of the SPV
including, but not limited to, transmission line mainienance expenses, rates and taxes, legal
and professional fees and other general and administration expenses. We have relied on the
projections provided by lnvesiment Manager on the operating and maintenance expenses
for the projected period.

s Insurance Expenses: We understand from the Investment Manager that the insurance
expenses of the SPV will not escalate for the projected period. We have relied on the
projections provided by the Investment Manager on the insurance expenses for the
projected period.
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8.1.5. Depreciation: The bock depreciation has been provided by the Investment Manager till the
life of the asset. For calculating depreciation as per Income Tax Act for the projected period,
we have considered depreciation rate as specified in the Income Tax Act and WDV as
pravidad by the Investment Manaygur .

8.1.6. Capex: As represented by the Investment Manager, the SPV is not expected to incur any
Capex in the projected period.

8.1.7. Tax Incentive: The SPV is eligible for tax holiday under section 80lA of Income Tax Act.
Such tax holiday shall be available for any 10 consecutive years out of 15 years beginning
from the date of COD.

8.1.8. Working Capital: The Investment Manager has envisaged the working capital requirement
of the SPV for the projected period. The operating working capital assumptions for the
projections as provided by the Investment Manager comprises of trade receivables and
trade payables.

impact of Ongoing Material Litigation on Valuation

8.2.1. As represented by Investment Manager, there are no ongoing litigation that will affect the
valuation exercise.

Caiculation of Weighted Average Cost of Capital for the SPV
8.3.1. Cost of Equity:

Cost of Equity (CoE) is a discounting factor to calculate the returns expected by the equity
holders depending on the perceived level of risk associated with the business and the
industry in which the business operates,

For this purpose, we have used the Capital Asset Pricing Model (CAPM). which is a
commonly used model o determine the appropriate cost of aquity for the SPV.

K(e) = Rf + (Rp* Beta) + CSRP

Wherein:

K(e) = cost of equity

Rf = risk free rate

Rp = risk premium i.e. market risk premium over and above risk free rate
Beta = a measure of the sensitivity of assets to returnis of the overall market

CSRP = Company Specific Risk Premium (In general, an additional company-specific risk
premium wiil be added ta the cost of equity calcutated pursuant to CAPM).

For valuation exercise, we have arrived al adjusted cost of equity of 12.49%
8.3.2. Risk Free Rate:

We have applied a risk free rate of return of 7.43% on the basis of the relevant zero coupon
yield curve as on 29 March 2019 for government securities having a maturity period of 10
years, as quoted on the website of Clearing Corporation of India Limited {("CCIL").

8.3.3. Risk Premium:

Risk premium s a measure of premium that investors require for investing in equity markets
rather than bond or debt markets. A risk premium is calculated as follows:

Rigk premium = Equity market return — Risk free sate
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8.3.4.

B.3.5.

8.36.

B83.7.

Wherein:

Equity market return = {he average historical market return is estimated at 15.00%.
Risk free rate = 7 43% as explained in para 8.3.2.

Hence, risk premium is derived as 7.57%.

Beta:

Beta is a measure of the sensitivily of a company's stock price to the movements of the
overall market index. Normally we would take a relevant number from a quoted stock and
the market on which it trades. In the present case, we find it appropriate to consider the beta
of companies in simifar business/ industry to that of the SPV.

We have further unlevered that beta based on debt-equity of the respective sompany using
the following formula;

Unlevered Beta = Levered Bata / [1 + (Debt / Equity) *(1-T))

Further we have re-levered it based on debt-equity of the industry standard using the
following formula:

Re-levered Beta = Unlevered Beta * {1 + (Debt / Equity) *(1-T)]

For our valuation exercise, re-levered beta has been taken as 0.67.
Cost of Debt;

The calcufation of Cost of Debt post-tax can be defined as follows:
K(d)=K(d)pretax*{1-T)

Whaerein:

K{d) = Cost of dabt

T = tax rate as appficable

In present valuation exercise, we have considered debtiequity at 70:30 based on industry
standard.

For valuation exercise, pre-tax cost of debt has been considered as 8.45%.

Weighted Average Cost of Capital (WACC):

The discount rate, or the WACC, is the weighted average of the expected return on equity
and the cost of debt. The weight of each factor is determined based on the company's
optimal capital structure.

Formuta for calculalion of WACC:

WACC = [K(d) * Debt ADebt + Equity)] +[K{e) * (1 ~ Debt /{Debt + Equity))]

Accordingly. as per above, we have arrived the WACC of 8.32% for PKTCL. (Refer
Appendix ()

We understand from the representation of the Investment Manager that the SPV will generate cash

flow even after the expiry of concession period of 35 years as the project is on BOOM mode! and the
ownership will remain with the SPV even after the expiry of 35 years. Accordingly we have
considered Terminal Vaiue after the expiry of 35 years.

Valuation of PKTCL

1.1.1.

1.1.2.

We have relied on the projected financials of PKTCL as provided by the Investment
Manager for the period from 1% April 2019 to 10™ March 2051,

WACC arrived at for the purpose of valuati % for cash flows (Refer Appendix ).
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1.1.3.  For the terminal period, we have considered 0% constant growth rate for FCFF.

1.1.4. As on Valuation Date, we have discounted the free cash flows of PKTCL using the WACC of
8.32% to arrive at the Enterprise Value by aggregating the present value of cash flows for
explicit period and terminal period at iINR 6,390 Mn (Refer Appendix i)

9, Valuation Conclusion

9.1. The current valuation has been carried out based on the discussed valuation methodology explained
herein earlier. Further, various qualitative factors, the business dynamics and growth potential of the
business, having regard to information base, management perceptions, key underlying assumptions
and limitations were given due consideration.

8.2, We have been represented by the Investment Manager that there is no potential devolvement on
account of the conlingent liability as of valuation date; hence no impact has been tactored in to

arrive at £V of the SPV.

9.3 Based on the above analysis the EV as on the Valuation Date of the SPV is INR 6,390 Mn. (Refer
Appendix ).

9.4, The fair Enlerprise Value of the SPV is estimated using DCF method. The valuation requires
Invesiment Manager to make certain assumptions abou! the model inputs including forecast cash
flows, discount rate, and credit risk,

9.5, Valuation is based on esltimates of future financial performance or opinions, which represent
reasonable expeclations al a pardicular point of time, but such information, estimates or opinions are
not offered as predictions or as assurances that a particular level of income or profit will be
achieved, a particular event will occur or that a particular price will be offered or accepled. Actuad
results achieved during the period covered by the prospective financial analysis will vary from these
estimates and the variations may be material.

9.6 Accordingly, we have conducted sensitivity analysis on the following model inputs:

“Fair Value

U WACG. ... . Decreaseby  FairValue . Increase by
- L WACC B T Vo ':.'-594259%;::. : @832% 050% N
implied WACC 7.82% 8.32% 8.82%
Enterprise Value {in INR Mn) 6,703 6,380 6,107

"+ Total Expenses

Enterprise Value (in INR Mn})

10, Additional Procedures to be complied with in accordance with InviT regulations

Scope of Work

10.1.  The Schedule V of the SEB! inviT Regulations prescribes the minimum set of mandatory disclosures
lo be made in the valuation report. In this reference, the minimum disclosures in valuation report
may include following information as well. so as to provide the investors with the adequate
information about the valuation and other aspects of the underlying assets of the InvIT.

The additional set of disclosures, as prescribed under Schedule V of InvIT Regulations, to be made

In the valuation report of Purulia & Kharagpu 1smission Company Limited ("PKTCL" are as
follows: %
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+  List of one-time sanctions/approvals which are obtained or pending;
»  List of up to date/overdue periodic clearances;
= Statement of assets included;

*  Estimates of already carried as well as proposed major repairs and improvements along with
estimated time of completion;

*+ Revenue pendencies including local authority taxes associated with InvIT asset and
compounding charges, if any;

*  On-going and closed material litigations including tax disputes in refation to the assets, if any;

+ Vuinerability to natural or induced hazards that may not have been covered in town planning/
buitding control.

Limitations

10.2.  This Report is based on the information provided by the Investment Manager. The exercise has
been restricted and kept limited to and based entirely on the documents, records, files, registers and
information provided to us. We have not verified the infarmation independently with any other
external source.

10.3.  We have assumed the genuineness of all signatures, the authenticity of all documents submitted to
us as original, and the conformity of the copies or extracts submitted to us with that of the original
decuments.

104, We have assumed that the documents submitied to us by the investment Manager in connection
with any particular issue are the only documents related to such issue.

10.5.  We have reviewed the documents and records from the limited perspective of examining issues
noted in the scope of work and we do not express any cpinion as lo the legal or technical
implications of the same.

10.6.  Analysis of Additional Set of Disclosures for PKTCL

A, Lisl of one-time sanctions/approvais which are obtained or pending;
As informed by the Investment Manager, there have been no additional sanctions/ approvals
obtained by PKTCL between the period 1% April 2018 to 315 March 2019. Further, we were informed
that there were no applications for which approval is pending. The list of sanctions/ approvais
obtained by the Company as on 31% March 2019 is provided in Appendix H.

B. List of up to date/ overdue periodic clearances:

We have included the periodic clearances obtained by PKTCL in Appendix I,
C. Statement of assets included:
As at 31st March 2019, details of the asset of the SPV are as follows:-

INR Million

Asset Type Gross Block Depreciation Net Block % of ?ssm
depreciated

Transmission Lines 4,404.6 362.8 4.041.9 8%
Eumniture and fittings 0.2 0.2 0.0 85%
Office and IT Equipment 0.1 0.1 0.0 88%

TOTAL 4,405.0 363.1 4,041.9
Source: Provisional Financials of 31st March 201
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D.  Estimates of already carried as well as proposed major repairs_and improvements along with
estimated time of completion;
We noted in the provisional financial statements that PKTCL has incurred INR 14.38 Million for the
year ended 371 March 2019 for the maintenance charges of Transmission Lines. Based on the
confirmation provided by Invesiment Manager we expect an increase of ¢.3.68% per annum in the
cost of repairs and maintenance expenses to be incurred in the future period.

Investment Manager has informed us that there are no maintenance charges which has been
deferred to the upcoming year as the maintenance activities are carried out regutarly. We have been
informed that overhaul maintenance are regularly carried out by PKTCL in order to maintain the
working condition of the assets.

E.  Revenue pendencies including local authority taxes associated with InviT asset and compounding
charges, if any;

Investment Manager has informed us that there are no dues including local authority taxes pending
to be payable to the Government authorities with respect to InvIT assets.

F.  Qn-going and closed material litigations including tax disputes in relation {o the assets. if any.

As informed by the Investment Manager, the status of ongoing fitigations is updated in Appendix V.
invesiment Manager has informed us that it expects maiority of the cases to be settled in favour of
PKTCL and accordingly no outflow is expected against the litigations.

G.  Mulnerability g natural or induced_hazards that may not have been covered in town planning/

building control,
Investment Manager has confirmed to us that there are no such natural or induced hazards which
have not been considered in town planning/ building control.

<< This space is intentionally left blank >33
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Appendix | - Weighted Average Cost of Capital of the SPV

Particulars % _ _Remarks o

Market Return 15.00% Market Return has been considered based on the long term
average relums earned by an equily investor in India.

Risk Free Rate 7.43% Risk Free Rate has been considered based on zero coupon yield

cune as at 28" September 2018 of Government Securilies having
maturity period of 10 years, as quoted on CCiL's websile.

Market Risk FPremium 7.57% Market Premium = Market Retum — Risk Free Rate

Beta (relevered) 0.67 Bela has been considered based on the beta of companies
operating in the similar kind of business in India.

Cost of Equity 12.49% Ke = Rf + 8 x {Rm-Rf} + CSRP

Pre-tax Cost of Debt B.45% As represenied by the Investment Manager

Effective tax rate of SPV  22.73%  Awrage tax rate for the life of the project has been cansidered

Past-tax Cost of Debt B.83%  Effective cost of debt. Kd = Pre tax Kd * (1-Effeclive Tax Rate)

Debt/(Debt+Equity) 70.00%  The debt - equity ratic computed as [DHD+E) is considered as
70% as per industry standard,

WACC B.32% WACC = [Ke*(1.D/{D+EPNI+[Kd" (1-4/*(DHD+E)]]
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Appendix i ~ Valuation of PKTCL as on 31% March 2019

WACC 8.32% INR Mn
Cash
EBITDA Changes Taxatio Discounting PV of Cash
Year Revenue woirpa Margin C2P®X inwe n FCFF ‘:;c:::,arl Factor Flows
FY20 775 730 94% - 15 128 588 0.50 0.96 565
FY21 748 701 94% - (33) 120 614 1.50 0.89 544
Fyz2 748 699 93% - (4] 120 579 2.50 0.82 474
Fy23 748 €97 93% - {0) 120 578 3.50 0.76 4a7
FY24 748 B596 93% - [{0}] 18 577 4.50 0.70 402
FYz5 748 694 93% - (0} 119 575 5.50 0.64 371
Y26 748 692 92% - (0} 118 574 68.60 0.59 341
Fy27 748 690 92% - {0) 118 572 7.50 0.55 314
Fy28 748 688 92% - )] 117 570 8.50 0.51 289
Fy2a 748 eab 92% - {0} 17 569 9.50 0.47 266
FY30 748 683 91% - (0} 116 567 10.50 0.43 245
FY31 748 6581 91% - 0) 116 565 11.50 0.40 225
Fy3z2 748 678 91% - {0) 115 563 12.50 0.37 207
FY33 748 678 90% - 0) 115 561 13.50 .34 191
FY34 748 673 9% - {0) 114 559 14.50 0.31 175
FY35 748 670 90% - (0} 114 557 15.50 0.28 161
FY38 623 542 87% - (31) 86 487 16.50 0.27 130
FY37 528 444 84% - (24} 65 403 17.50 0.25 39
Fy38 520 441 84% - (53} 64 Jry 18.50 0.23 86
FY39 528 438 B83% - {0) 64 374 19.50 0.21 T
FY40 528 434 82% - {0} 63 372 20.50 0.19 72
FY41 528 431 82% - {0} 62 369 21.50 0.18 66
Fya2 528 427 81% - ©) 71 g7 22.50 017 5Y
FY43 528 424 B80% - () 78 346 23.50 0.18 53
Fyd44 528 420 80% - (3} 77 343 24 .50 0.14 48
FY45 528 416 9% - (0} 76 340 25.50 0.13 44
FY 46 528 412 78% - (0) 76 337 26.50 0.12 41
FY47 528 407 7% - {0} 117 290 27.50 0.11 32
Fy48 528 403 76% - {0} 116 287 28.50 0.10 29
FY4s 528 398 768% - (®» 115 284 29.50 0.09 27
FY&0 528 394 75% - {(®)] 114 280 30.50 0.09 24
Fy51* 497 366 74% - (0) 106 261 31.47 0.08 21
TV 527 389 74% - - 113 275 31.47 0.08 22
Present Value of Explicit Period Cash Flows 6,122
Present Value of Terminal Year Cash Flow 268
Enterprise Vaiue 6,390

** for the period ended 10% March 2051
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Strictly Private and Confidential Chartered Accountants

Valuation as per SEBJ (Infrastructure Investment
Trusts) Regulations, 2014

SPV: RAPP Transmission Company Limited
(“RTCL”)




Strictly Private and Confidential
Chartered Aceountants

Date: 24™ April 2019
CFAS/2019.20/4

Sterlite Investment Managers Limitad
F-1. Mira Corporate Suits,

182, Mathura Road, lshwar Magar,
New Delhbi - 110085

India Grid Trust

(Axis Trustee Services Limited acting on behalf of the Trust)
F-1, Mira Corporate Suils,

182, Mathura Road, Ishwar Nagar,

New Delhi— 110085

Sub: Valuation as per SEBI (Infrastructure Investment Trusts) Reqgulations, 2014, as amended

{"the SEBI InviT Requiations”)

Dear Sirs/Madams,

We. Haribhakti & Co. LLP, Charered Accountants ("H&GCo "} have been appointed vide letter dated
29" Januvary 2019, as an independent valuer, as defined under the SEBI InvIT Regulations, by Sterlile
Investment Managers Limitad (“the Investment Manager” or "BIML"), acting as the investment
manager for India Grid Trust (“the Trust") and Axis Trustee Services Limitad ("the Trusiee™) acting as
the trustee for the Trust merticned above, for the burpese of the financial valyation of RAPPR
Transmission Company Limited{"RTCL" or “the SPV") The SPV was acquired by the Trust on 5%
February 2018 and is to be valued as per regulation 21(4} contained in the Chapter V of the SERI
invtT Regulations

We have relied on explanalions and information provided by the investment Manager. Aithough we
have reviewed such data for consistency. we have not independently investigated or otherwise
verified the data provided We have no present or pianned future interest in the Trust, the SPV or the
Investment Manager except to the extent of our appointment as an independent valuer and the fee for
our Vaiuation Report {*Repon”) which is not centingent Lpon the values reparted herein. Our valuation
analysis shouid not be construed as investment advige specificaily, we de nol eXpIass any apinion on
the suitability or olherwrse of eniering inlo any financial or other transaction with the Trust.

We enclose our Raport providing our opinion on the fair enterprise vaiue of the 5PV on a going
concern basis as al 31% March 2019 ("“Valuation Dale"). Entarprise Valys {"EV™) 15 described as lhe
total value of the equity in & business plus the value of its dabt and debt related liabilities, minus any
cash or cash equivalants lo meet those liabilities. The attached Repon details the valuation
methodologies used, Calcuiations performed and the conclusion reached with respect o this
valuation.

Haribhakif & Co. LLP, Charteren Arcontants Regn, Ko, AAC. IPE8. a limitpd hability parinarship regidered i india {conver teg an 17t June,
2014 froen o lirm Hanbbakts 4 Co. PR 103523W) .
0,0 Block, S™Floar Mena Hainpals Arcade New 418 & ), Thisgaraya Road, T.ragar, Cheana: 600 Y, ey Telzet 44 IS A92 Fawagt
14 42713 2022 pR
Registered officas; 3, teels Businesy Park, Aaghen-Kudp Aeatt, Andhen £), Mumbal AT, indra
Grher offwes; Ahmedabad, Dengaturg, Laimbatyre, Hyderabag, Kolhsta, Mumbai, New Delti, Pune,




Strictly Private and Confidentiai Chartered Accountants
We delieve that aur analysis must be considared as a whaie. Selecling portians of our analysis or the
faclors we considered. without considering alt factors and analysis together could create a mistgading
view of the progess underlying the valuation cenclusians, The preparation of a valuation is 3 complex
process and is not hecessarily suscepfible ta partial analysia or suminiay dascription. Any atternpt to
do su could lead to undue emphasis on any particular factor or analysis.

Our vaiuaton and our valuation conclusion are included herein ang our Report complies with the
SEBI it Reguiations and guidelines. sircular or notification issued Ly Securities and Exchange
Board of India {"SEBI™) there under.

Pigase note that all comments in our Report must ba read in conjuaction with the caveals to the
Repor, which are contained in Section 2 of this Reporl, This latter. the Report and the sulmmary of
vatuation included herein can be provided to Trust's advisers and may be made available for the
inspeclion {0 the public as a malerial document and with the SEBY, the stock exchanges and any
olher requlatory and supervisory autherity, as may he required,

We draw your atlention 1o the hmitation of lizbility clauses in Sectian 2 of the Report,

This letler should be read in conunction with the attached Reporl,

Yours faithfully,

For Haribhakti & Co. LLP,
Chartered Avcountants

Firm Registration Number 103523w

(O

S. Sundararaman
Pariner

Membarshin No. 028423
Place: Chennai

Enck As abave
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Definition, abbreviation & glossary of terms

OCF
EBITDA
Ev
FCF¥
Fy
FYP
H&Ca.
INR
s
RTGL or the SPY
kv
LYTC
Mn
MTL
NAV
NCA
O&M
PGCIL
PKTCL
PTCL
RTCL
SEBI

SEB!nviT Reguiations

SGIL1

SIML or Invesiment Manager

SPGVL. or the Sponsor

SPv

T&D

the Trust or inviT

the Trustee

T8A
_WAGC

Meaning

Blupal thﬂ'fémmgmfssimrﬁompah;'Eim T

Build-Own.Operate-Maintain

Capital Expenditure

Cleating Corporation of india Limited

Central Electricity Regulatory Commission

Cirouit Kilometras

Commercial Operation Date

Discounled Cash Fiow

Earnings Before tnterest Taxes | Depreciation and Amortization

Enterprise Vaiue

Frea Cash Flow 1o the Firm

Financial Year Endad 31 March

Five year Plan

Haribhakti & Co. LLP, Chartereq Accountants

Indian Rupees

indian Valuation Standards, 2018

Jabafpur Transmission Company Limited

Kilo Volis

Long Term Transmissian Cuslomer

Million

Maheshwaram Transmission Limited

Net Assel Value Method

Net Current Assets Exciuding Cash and Bank Balances

Operation & Maintenance

Power Grid Corporation of India Limited

Purylia & Kharagpur Transmission Company Limited

Patran Transmission Company Limited

RAPP Transmission Company Limited

Securities and Exchange Baard of India

SEBI (Infrastruclure Investment Trusts) Regulations, 2014, as

amended

Sterlite Grid 1 Limitad

Sterlite investmant Managers Limited

Stertite Power Grid Venlures Limited

Spacial Purpose Vehicle

Transmission & Distribution

India Grid Trust

Axis Trustee Services {imited

Teansmission Service Agreemery
—Welghted Average Cost of Capital

Page 5 of 29
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Strictly Private and Confidential Chartered Accountants

Background

The Sponsor
Sterlite Power Grig Venlures Limited ("SPGVL” or “the Spensor’} is engaged into instadlation ang
operation of eigctricity ransmission projects.

The Infrastructure investment Trust
= TATIHCIUrS Investment Trust

SPGVL is the sponsar for the india Grid Trust {the Trust™). The Trust was established on 21
Oclober 2016 by SPGVA. and is fegislered with the Securities and Exchange Board of India
{("SEBI") pursuant 1o the SES {Infrastructure Investment Trusts) Regulations, 2014, as amended
('the SEBI! inwiT Regulations™). It is established 1u own Iner-state power transmission assets in
India. The units of the Trust arg fisled on the National Stock Exchange of india Limitad and BSE
Limited since 8% Jung 2017

investment Manager

Sterlile investrent Managers Limited the Investmen! Manager” or "SIML™} has been appointed
as the investment manager o the Trust by Axis Truslee Bervices Limited {"the Trustee") and will
be responsibie to carry out the dulies of such a person as mentioned under SEBI lnvIT
Reguiations.

Target Financial Asset to he Valued

RTCL projec transfers power from the atomic power plant near Kota in Rajasthan to Shujaipur in
Macdhya Pradesh to provide the path for the evacuation of electricity generated at RAPP-7 and 8
Its route Jength is 201 Kms. The network will act as an inlerregional link between the Northern
and the Western regian,

Purpose of Valuation

As per Requlaticn 41(4) of Chapter V of the SEBI InviT Regulations, a yearly valualion of the
assets of he Trust shall be conducted by an independent vaiuer for the peries ended 318 March
2019 for a publicly offared InviT. In this regard, Starlife invesimenl Managers Limited (“the
Investmen] Manager” or "SIMLY), acling as the invastment manager and Axis Trustes Services
Limiled {"the Trustee™) acting as the trustee {o the Trust infends 10 undenake the falr valustion of
RAPP Transmission Company Limited{"RTCL" or SRV,

In this regard, the Investment Manager and the Trustee have appoinied us, Haribhakti & Co.
LLP. Chartered Accountants (*H&Ca.") ta underake the fair valuation al the enterprise level of
the SPV as per the SEBI InvIT Regulations as al 31+ March 2019 {"Valuation Date™). Enterprise
Value ("EV") 18 described as Ihe total value of the equity in a business plus the value of its debt
and debl related fialilities, minus any cash or cash equivalents to meet those liabilities,

H&Co. daclares that:

171 &t is competent to undertake the financial valuglion in terms of the SER) Il T
Regulations;

172, 1 is independent and has prepared the Valuation Report ('the Repont™) on a fair and
unbiased basis:

1731t has valued the SPV based on the valuation standards ag spaciied under sub-
regulation 10 of regutation 21 of SERI i T Reguiations.

This Report covers afl the discloswes reguired as per the SEB! inviT Regulations and the

vatualion of the SPYV g impartiai, irue and fair and in compliance with the SERY inviT Regulations.

Page & of 29
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Scope of Valuation

1.4 Nature of the Asset to be Valued
We have been mandategd by the Investment Marager to arrive at the Enterprise Value of the
SPV. Enferprise Value {"EV") o dosvribed as (he lulal valua of ihe equily in a business plus the
value of its debl and debt related fiabitities, minus any cash or cash equivalents to meet thosa
fiablliting,

110 valuation Base
Valuation Base msang the indication of the type of value being used in an engagement. In the
present case, we have determined the fair valug of the SPV at the enterprise level. Fair Value
Bases defined as under

Fair Value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market parlicipants at the valuation date.

111, Valuation Date

Valuation Dale is the specific date at which the value of the assels 10 be valued gets estimated or
measured. Valuation is lime specific and can change with the passage of time due to changes in
the condition of the asset o be valued. Accordingly, vaiuation of an assel as at a particular date
can be different from other date(s).

The Valuation Date considered {or the {air enterprise valuation of the SPV s 315 Maech 2019
{Valuation Dale’). The allached Report is drawn up by reference lo accounling andg financial
information as on 3 1% March 2019 We are not aware of any other events having ocourred sincea
31 March 2019 tilf date of this Report which we deem to be significant for our valuation analysis.

112, Premise of Value

Premise of Value refers o the conditions and circumstances how an assel is deployed. In the
fAresent case. we have delermined tha fair enterprise value of the SPV on a Going Concem
Vatue defined as under:
Going Concern Value

113, Going concern value is lhe value of a business enlerprise that is expected to continge ta operate
in the future, Tha intangibie elements of going ceneern valug result from factors such as having a
trained work force, an aperational piant, the necessary iicenses, systems, and precadures in
place efc.

114 This Report covers all the disciosures required as per lhe SEBI InvIT Regulations ang the
vaiuation of the SPV is impartial, rue and fair and in compliance wilh the SEBI (nviT Regulations

115 For the amount periaining to the operating waorking capital, the nvesiment Manager has
acknowledged to consider the provisional financial statements as on 315 March 2019 1o zary ouf
the vatuation of the SPV.

2. Exclusians and Limitations

21 Owr Repor is subjecl 1o the limilations detaited herginafter, This Report is 1o be read in folality,
and not i parts, in conjunclion with the relevant documents referrad to therein.

22, Valuation aralysis and resulls are specific to the purpase of valuation and is not intended (o
represent vafie at any fime other than vatuation dale of 31 March 201¢ {Valualion Date")

N Page 7 of 29
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2.3,

24

2.5

2.6.

2.7

2.8.

2.9.

2.10.

2.11,

mentioned in the Report and as per agreed terms of our engagement. [l may not be valid for any
other purpose ar as al any other date. Also, it may not be valid if done gn bahaif of any ather
antity.

This Report, its contenls and the resuits are specific ta (i) the purpose of valuation agreed as per
the lerms of oyr engagements: (ii} the Valuation Date and {if) are based on the financial
ifformation of RTCL g 31+ March 2019, The Investment Manager has represemed that the
business activities of RTCL have been carried ouf in normal and ordinary course balween 31%
March 2019 and the Report Date and that no material thanges have occurred in fhe operationg
and financial position between 3 March 2019 and the Repor! date.

The scope of our assignmant did nol involve ue performing audit tests tor the purpose of
exXpressing an opinion on the fairness or accuwracy of any financial or analytical information that
was provided and used by us during the course of pur work. The assigament did not involve us to
conduct the financial or techpical feasibility study. We have not done any independent technical
valuation or appraisal or dua diligence of the assets or liabilities of the 8PV or any of other entity
meniianed in this Reporl and have considared them at the value as disclosed by the SPV in their
reguiatory filings or in submissicns, oral or written, made (o us

In addition, we do not take any responsibility for any changes in the infermation used by us lo
arrive at our conclusion as sel out herem which may scour subsequent to the date of our Report
or by virtue of fact that the delails provided to us are incorrect or inaccurate.

We have assumed and relied upon the truth, acciracy and compieteness of the information, dala
and financial terms provided to us or used by us: we have assumed that the same are not
misleading and do not assume or accept any liabifity or responsibility for any independent
verification of such infermation ar any independent technical valuation or appraisal of any of the
assets, operalions or fiabilites of SPV or any other entity mentioned in the Repert. Nothing has
come to our knowledge to indicate that the material proviged 1o us was misstated or ingorrect or
wouid not afford reasonable grounds upan which o hase our Report,

This Report is intended for the sole use 1n canneclion with the pUrpose as set oul above. M can
however be refied Upon and disclnsed in connection with any statutory ang requlatory fifing in
connection with the provision of SEBI InwIT Regulatons. However, we will not accept any
responsibiiity to any other party te whom this Report may be shown or who may acquire a copy
of the Report, without aur written consent.

WUis clarified that this Report is not a faimess opinion under any of |he stock exchange/ lrsting
requlations. In case of any third party having access to this Report, please nole thig Repor is nol
a substitute for the third party's own due diligence/ appraisaif enquines/ independent advice thal
the third party should underiake for hig purpose.

Further, this Report is necessarily based on financiat, BCONOMIC, monelary. market and other
conditions as in effact on, and the information made available to us or ysed by us up to, the date
hereof. Subsequent developments i the atorementioned conditions rray affect this Report and
the assumptions made in preparing this Report and we shall nol be obiiged to update, revise or
reaffirm this Report if information provided to us changes,

This Report is based on the information received from the sources mentioned in para 3 and
discussions with the Investment Manager. We have assumed that ne information has been
withheid that coutd have influenced the purpose of our Report.

Valuation is nat a precise science and the canclugions arrived al in many cases may be
subjective and depengent on the exercise of individual judgment. There s, therefore, no
indisputable single value. We have arrived at an indicative EV based on our analysis. Whila we

Fage 8 of 29
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2.14.

2.18.

218

2.20.

2.21.

222

have provided an assessment of the value based on an analysis of information available 1o us
and within the scope of our engagement, others may place a different value on this business.
Any discrepancy in any table 7 annexure between the fotat and the sums of lhe amounts listad
are due to rounding-off

Valuation is based on estimates of lulure financial performance or opinions. which represent
reasonable expectations at a particular point of time. bul such informalion, estimalas or opinions
are not offered as predictions or as assurances that & particular level of income or profit wili be
achieved, a particular event will occur or that a particular price wifl be offered or accepted. Actuai
resulls achieved during the period covered by the prospective financial analysis will vary from
these estimates and the variations may he material,

We do not carry out any validation procedures or due diligence with respect to the informalion
provided/exiracted or carry out any verification of the assels or comment on the achievability and
reasonableness of the assumptions underlying fhe financial forecasls, save for satisfying

Our conclusion assumes that the assats and habilifies of the SPY, reflected in their respoctive
fates! batance sheels remain intact as of the Report date.

Whilst all reasonable care has been taken to ensure that the factual statements in the Report are
accurate. neither ourselves, nor any of cur partners, directors, officers or amployees shall in any
way be liable or responsible either directly or indirectly for the contents stated herein.
Accordingly, we make na representation or warranly, express or inplied, in respect of the
compleleness, authenticity or accuracy of such factual statemants, We expressiy disctaim any
and all diabililies, which may arise based upon the information used ir this Report. We are not
liatle to any third party in relation to the issue of this Report.

aperations which we have raviewed andg the extent 1o which we have reviewed them. There may
be matters, other than those noted in this Report, which might be relevant in the context of tha
trangaction and which a widar scope might uncover

For the present valuation exercise, we have also refied on information available in public domain;
howaver the aceuracy and timeiines of the same has not been independenlly verified by us.

In the particutar circumstances of this case, our kability (in contract or undier statute or otherwise)
for any ecenomic loss or damage arising out of or in connection with this eagagement, however
the loss or damage caused. shall be limited 10 the amount of fees actually received by us from
the vestment Manager, as faid out in the engagement fetter, for such valuation work.

In rendering this Report, we have not provided any legal, requlatory, tayx, accounting or actuariat
advice and accordingly we do not assume any responsibility or hability in respect thereof,

This Rejort does not address the relative ments of nvesting in laviT ag sempared with any other
alternative business transaction, or other alternatives, or whether or not such allernatives coulg
be achigved or are available.

We are nol advisors with respect lo legai fax and reguiatory matiers for the propasad transaction.
Nao investigation of the SPV's claim 1o ditle of assels has been made for the purpose of this
Report and the SPV's daim to such rights have been assumed fo be valid, No
consideralion has been given 10 liens or encumbrancos agains! the assels, beyond the
foans disclosed in the accounts. Therefore no responsibility is assumed for matlers of 4 legal
hature,

Page 9 of 20
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223

2.24

31

32
3.3

34
35
3.6

37

We have no present or planned future nterest in the Trustea, !nvestmenlManager or the
SPV ang the fee for this Report is not contingent upon the values reported herain. Our
valuation anaiysis should not be construed as investment advice; specificaily, we do not GXpress
any opinion on the sultability or otherwise of enfering into any financial or other transaction with
the investment Manager or the 8PV,

We have submilted the draft valuation repart to the Trus! angd Investment Manager for
confirmation of aoeuracy of factual data used in our analysis and to prevent any error or
inaccuracy in the final valuation report

Limitation of Liabilitieg

2261 tis ayreed that, having regard to the H&Co.'s inlerest in limiting the personal liability

personnet personally.,

2.252. In ne circumsiances H&Co. shal! pe responsible for any consequential, special, diract,
indirect, punitive or incidental ioss, damages or expenses (including loss of profits,
data, business. Opporiunity cost, aoodwill or mdemnirécalion) in connection with the
performance of the services whether such damages are based on breach of contract,
tort, strict ifability, breach of warranty, negligence, or olherwise) even if the investment
Manager had contemplated and temmunicated 1o HACo. the likelibood of such
damages. Any decision {o act upon the deliverables is (o be made by the Investment
Manager and no communicalion by H&Co. should be trealed as an invitation or
inducement to engage the investment Manager to act upon the deliverable.

2253 it is dlanfied that the SiML and Trustee will be solely responsible for any delays,
additional costs, or other liabilities caused by or associated with any deficiencies in
their responsibiiities, misrepresen!ations, incorrect  and incomplete  information
including nformation provided o determine the assumplions.

2.25.4. H&Co. will not be Nable if anty loss arises due lo the Provision of false, misleading or
incamplete information or documentation by SIML o the Trustee,

Sources of Information
For the purpose of undertaking this valuation 2xercise, we have refied on the follewing sources of

information provided by the Investmeant Marnager:

Audited financial stalements of RTCL for the Finandiai Year ("FY"} endad 31% Maren 2017 and
31 March 2018;

Provisional Profit & Loss Account and Baiance Sheet for ihe period ended 31% March 2019;
Projected Profit & Loss Account ang Working Capita} requiremants of RTCL from 1+ Aprit 2019 io
28" February 2051

Details of brought forward fosses (a5 per Income Tax Act) as al 312 March 2019;

Detans of Writtan Down Vaiue {as per Income Tax Act} of assels as af 319 March 201g:

Details of projecled Repairs and Capital Expenditure {"Capex") as represented by the invastment
Manager.

As on 318 March 2019, India Grid Trust holds 1009 equily stake in RTGL through Sterlite G
Limded 1 ("SGL 17). As represented fo us by the !nvestment Manager, there are no changes in
the sharehciding patiern from 31 March 2019 1o the date of issuance of s Report.

Page 10 of 29
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3.8

3.9

4.1

4.2

5.

5.1.

5.2

Transmission Service Agreament {TSAY) of RTCL with Long Term Transmission Customers
CLTTCs™) and Tarifi adoption order by Central Etastricity Regulatory Conwnission ("CERC")
dated 23 July, 2014,

Management Representation Letter by Investmant Manager dated 274 April 2018,

Procedures adopted for current valuation exergise

We have performed the valuation analysis, o the extent applicable, in accordance with Indian
Vaiuation Standards, 2015 (IVS") issued by the Institute af Charlered Acoountants of India read
with sub-reguiation 16 of regulation 21 of SERI thwiT Regulations,
In connaction with this analysis, we have adopted the following pracedures to carry out the
vafuation analysis:
4.2.1 Requested ang received financial ang qualitative information relating o the SPv;
422 Obtained and analyzed data avaiiable in public domain. as considered relevant by us:
423 Discussions with the Management on:
¢ Understanding of lhe businesses of the SPY - business and fundamental factors
that affect its gaming-generating capacity including strengihs, weaknesses,
opportunities  and  threats analysis and historical and  expecled financiat
performance:
424, Underook industry anaiysis:

+  Research publicly available marke! data mncluding economic factors and indusiry
frands that may impact the valuation

v Analysis  of key  tends  and valuation  multiples  of comparable
tompanies/comparable lransactions, if any. using  propristary databases
subscribed by us.

424 Analysis of other bublicly avaitable information

4.2.6. Selection of valuation spproach and valuation methodology/(ies), in accordance wilh
VS, as considered appropriate and relevant by us.

427, Determination of fair EV of the SPV,

Overview of the tnviT and the Spy

The Trust

The Trust is registered with SEB pursuant to the SEBI hwiT Regulations. The Trust was
established on 21« QOctober 2016 by SPGVL 10 own infer-state power transmission assets in
India. The unils of the trust are fisted on ihe National Stock Exchange of india Limited and BSE
Limited since 5 June 2017,

The Trust hag acquired two revenue generating projects, Bhopat Dhule Transmission Company
Lirmited ("BDTCLY) and RTCL from its Sponsor on 300 May 2017, On 15t February 2018, the
Trusl acquired three additional revenue gereraling projecis from its Sponsor, namely,
Maheshwaram Transmission Limited {"MTL"}, Puruha Kharagpur Transmission Company Limited
("PKTCL") ang RAPP Transmission {imited ("RTCL"). Further, the Trust had acquired another
revenue genesaling project, namely, Patran Transmissian Company Limitad {"PTCL") on 1gn
February 2018 from Techno Elzclnc & Engincaring Company Limited.
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523 The Trust, pursuant fo e Right of First Offer’ deed had a ‘righl of first offer 1p acquire eight
Projects of the Sponsor aul of the same three are acquired and five can SWli be acquired parsimant
to virst of first oftor.

54. Foilowing is the financial summary of the projects which the Trust had acquired from the sponser
namely. BDTCL, RTCL. MTL, RTCL and PKTCL and PTCL from Tewhno Electine & Enginesring
Company Limited:

Enterprie Value (NR M) T

Name  30.Sep.18 31-Mar.1a 30-Sep-17  31-Mar17  31-Mar18  31.Mar-15 A“%‘:’i':"“

BOTEL T igee s
JTCL 14,937 15.431 15,988 16,125 18,407 14,295
MTL 5,423 5.564 5218 NA
RTCIL. 4,084 4,054 3,435 NA
PKTCL 6,481 5,618 6,512 NA
BTCL 2401 A

*Censolidoted Porchase Brico paid b vy the Trust for the ACQUASITION 2t the lime of (i) Public Offer

“For TOL, the investment Munager hag previousty promcied e meromental TeVeIIE 10 be & 40% of tha non escaiabin
revenue charges during the vatualion exercise of 317 March 2016, howaver e same was subsequantly waduced to
F8905% of non wscatable Changes duing the vatustion EXBITISE Of I March 2017 a5 par the CERC onrder dated 8 May
2017,

RTCL or the 3PV

5.8. Summary of detaiis of the Project are as follows:

Parameters

" Pursiant fo the share FUChase agreements ang sharehiolders’ agresmants dated Febrary 14, 2018 execuled for the
acisition of RTCL and MIL, the Trust fihiough SGL1Y owns banekicial inferest in the sBenaining 51% sake in these
entitiog whick affectively gives if the YOG fghts Gver the MBI 51% stake ns welt

5.6 The RTCL Project was awarded to Steriite Grid Limited 2 by the Minislry of Power on 24% Jujy

2013 for a 35 year period frarm the scheduled commercial operation date on g BOOM basis. The

expiry date of TSA shail be the date which is 35 years from the scheguled Commarcial Operation

Date (*COD") of the project,

RAPR Tran’smlssion Company Limited {"RTCL"} project transfers bower from the atomic power

piant near Kota in Rajasthan (o Shujalpur in Madhya Pradash (o provide the path for the

evacuation of electricity generated at RAPP-7 and 8. g foute fength is 201 Kms, The network

will act as an interregional link betwesn the northern and the western fegion,

58 RTCL alleviates transmission capacity bottlenecks and expands the reliability ang stability of the
pawer grid In western ang northern India by providing open access to transmit power from the
independent power projects in the wast of India.

w
~

—? | Pagetlof

SR T A T BT T —

37,020*

4,697
3.542
5.861

~2320

29



Strictly Private and Confidential Chatlered Accountants

5.8 The project consists of lhe following transmission lines and is being implemented on contract

basis:
Transnesson line ¢ Route length . - . Contribution
Location Specttications Lammisgon date
Sub.Stanon M whing P 0 wtal tany
Ra:33!han ad -
-iiinF‘F‘-:‘v":;;a’f,:uf 13:350 4 an (s

B oadevs Sgdpsy

510 Following s the map showing area covered by RTCL (not drawn to scale):

5.11 Cperating Efficiency histery of RTCL:

200% 4 77

2 Bt
25

— - e By

Q3 Q4 Qi Q2 3 Q4 o)} Q2 Q3 Q4
FY17  FY17  pyqg FY18  Fyig ryig FY19  FY19  fFyeg FY19

« Normative Availabitity Availability Over Normative
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512, Pictures of the SPV
SILHES of the SPV

e

6. Overview of the Industry

61 Introduction:

611, India is the third largest producer and third largest consumer of electricity in the warld,
with the installed power capacity reaching 356.1 GW as of March 2019, The couniry
aiso has the fifih targerst instalted capacity in the world.

6.1.2.  Per capita eleclricity consumption in the country grew at a CAGR of 4.95 per cent,
during FY11-Fy18, reaching 1,149 Kwh in Fyis.

6.2, Bemand ang Supply

821, Demand: india continues to be a power deficient counlry even after an increasing trend
I demand in the past, 1 is expected that energy requirement will continue o grow at
heallhy CAGR of 7.5% 1o 8%, over FY 47 to FY 21, The primary growth drivers for fapid
expansion in india's energy demand include investments in industrial and infrastructure
development, rising per capila energy consumption leveis ete.

6.2.2. Supply: India has seen a robust growth in the instaited power generation capacity in the
pasl four years. The installed power generation capacity has grown at @ CAGR of
~8.08% fram ~243 GW in iy 14 o ~ 34722 GW as of December 2018 {Source:
IBEF).

6.3. India’s economic outlook
§3.1. According o World Bank, india has felained #s position as the fastest-growing
€conomy in the world n 2015, afer avertaking China in the previcus year. Based on its
Page 14 of 29
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6.4.

6.3.2.

533

6.2.4,

Chavtered Accountants

eslimales, India will continue to occupy the top slot amang major economies with a
growth rate of 7 7% Lo 7.8% until 20189, hdia's growth rate is significantiy higher than
the world average of around 4% and is also higher than other developing economies,
such as China, Brazil, indonesia and sub-Saharan African nations.

Power is one of the kay seclors attracting FDVinflows into India.

From Aprit 2000 1o June 2018, inda recorded FDI of USS 5.8 bilion in non-
conventional energy seclor. New and renewable BNergy sector witnessed maximyum
bower generation Capacily addition, since 2000,

Cumulative FD! inflows inlo the seclor from April 2000-Decembar 2018 were USS
14.22 hitiion

The ongoing liberaiization of India’s FDI ragime has also fed 1o a surge in investments,
especially affer the launch of the ‘Make in india’ campaign in Oclober 2014, The F0i
inflow has doubled to $ 44.8 billion in fiscal 2048 from & 22 hilion in around 2014,
Reduced macrosconomic vulnerabiiity, coupled with improved government spending in
infraslruciure sectors, has enhanced India’s Globat Competitive Index (GCH) ranking 1o
58 2017-18 from 71 in 207415

FPower transmission network in India

6.4.1.

643

6.4.4.

6.4.5

6.4.6.

The fransmission segment plays a key role in transmitting power continuously frem the
generation plants to varigus distribution entities. Transmission and sub-ransmission
systems supply power to the distribution system, which, in turn, supplies power fo ang
consumers. In India, the Transmission ang Distribution T&D" system is a three-lier
slructure camprising distribution networks, state grids and regional grids.

The distribution networks and slale grids are primarily owned and Operated by the
respective Slate Transmission utdiies or slate governments (through slate slectricity
departments). Most inter-state ang inler-regional transmission links are ocwned ang
Operated by Power Grid Corporation of India Lirniteg ('PGCIL"), which faciitates the
transler of power fram a Sufplus region to the ones with deficit.

The government's focus on providing efeciricity 1o rural areas has led {o the T&D
system being extended to remote villages. The tolal length of ransmission lines in the
Gountry has grown at a slow rale of 8% CAGR during FY 11 and Fy 17, The total
transmission nelwork hag wcreased from 4,07.569 Ckms in FY 11 10 around 6,04, 143
Cikms in FY 18,

guvernment has been ancouraging investments in transmission with approximately
projects worth INR 30,000 trores being awarded in (ast 2 years,

PGCI. has spent araundg INR 0.9 trition over 201 3-16

Gf the total Capacity-addilion projects in transmission during the 12(h FYP, about 42%
tan be atiributed fo the state seclor. The share of private sector in transmissian line
and substation additions since the heginning of 12th Fyp is 14% and 7%, respectively,
as {he majority of high-capagity, long-distance transmissian prajects were executed by
PGCIL ang stale transmission utilities during this period.

In order 1o strengthen the power system and ensure free flow of power, significan(
investments wouid be required in the T&D segment. Moreover, commissioning aof
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additional  generation capacily, rising penetration of renewabie energy, regional
demand-supply mismatches, upgradation of existing fines, rising cross border power
trading would necessitate hugs wmvestments in transmission sector in India.

£.4.8 Thus, going forward. the share of power seclor investmants are expected to vaer
towards the T&D segment. Moreover, strong government focus on the T&D segment
will alse support nvestments. CRISIL Research expecls the transmission segment
shaie in tolal power sector investments to rise sharply 10 33% over 2017.21 from oniy
20% over 2012-8. Thus, we expect lransmission segments investments o increase
1.5 times Lo INR 3.1 trifiion over 2017-21 as compared 1o the previous 5 year periad,

Sowrce: CRISH, Powes Fransmission Raportt -#darch 2019 ang 1BEF report oo Power sgelor i india- Jamary
2019 and Cantral Eloctiicity Avthority Dats as mentioned m PGOIL and Avani Teansmission Limitad Antizal
Repart 2017-18.

7. Valuation Approach

7.1 The present valuation exercise is being undertaken in order to derive the fair EV of the 8PV,

7.2 The valuation exercise involves selecting & method suitable [or the purpose of valuation, by
exercise of judgment by the valuers, baszed on the facts and circumstances as applicable 1o the
business of the company {0 be valued.

7.3 There are three generally accepied approaches to valuation:

(@) "Cost” approach
{b) "Market” approach
(¢} “Income” approach

7.4 Cast Approach

The cost approach vales the underlying assets of the Business to determine the business value
This valuation method carfies more waight wilh respect to holding companies than Qperating
companies. Aiso, assal vaiue approaches are more relevant to the exten! that a significan(

portion of the assets are of a nature thai could be liquidated readily if so desired.

Net Asset Value LNAVT

The NAV Mathod under Cost Approach Gonsiders the assels and tabiiities, ncluding intangibie
assels and contingen! labilities, The Nel Assels, after reducing the dues to the preferance
shareholders, if any. represent the value of a company.

The NAV Method 1s appropriate in & case where the main strength of the business is s agset
backing rather than ils capacily or polential to earn profits. This valuation approach is also used
in case where the firm is 1o be liquidated i.. it goes not meel the “going concern” criteria,

As an indicator of the total value of the eniily, the ne{ asset value method has the disadvaniage
of only considering the sialus of the business at one point in lime,

Addilionally, NAV does not properly take into account the earning capacity of the business or any
iMangible assats that have no historical cost. in many fespecls, nel asset valye represents the
misimum benchmark value of an Operating business. o

<< This space is intentionally ief biank >»
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75

78

Market Approach

Under the Market approach, the valuation is based on the market vatue of the company in case
of iisted companias and comparable Gompanies trading or transaction muitiples for unlisted
companies. The Market approach gererally reflects the investors’ perception about the frue
worth of ihe company.

Comparable Companies Muttiples (*CCM™ Method

The value is delermined oh the basis of muiliples derived fram valuations of comparable
ompanies. as manifest in the stock market valuations of listed companies. Thig valuation is
based on the principle thal market valuations, taking place between informey buyers and
nformed sellers, incerporate afl factors relevant ta valualion. Relevant multiples need to be
chosen carefufly and adjusted for differences belween the circumstances.

Comparable Transactions Multiples ("CTM") Method

Under the CTM Melhod, the value is determined on the basis of muitiples derived frem vatuations
of similar transactions in the industry. Refevant multiples need to be chosen carefully and
adjusted for differancas between the circumstances, Few of sush mulliples are EV/Earmings
before Interast, Taxes, Depreciation & Amortization ("EBITDA") mulliple and FEV/Revenue
multiple.

Market Price Melhad

Under this method, the markel price of an equity share of the Company as quoted on a
recognized slock exchange is normaily considered as the fair value of the eGuity shares of that
tompany where such quotations are arising from the shares being regularly and frealy traded.
The markel value generally reffects the investors' perceplion about the true warth of the
company,

Income Approach

The income approach is widely usad for valuation undar "Going Concern” basis. 1 focuses on the
ncome generaled by the company in the past as well as its Tuture earning capability. The
Discaunted Cash Flow Method under the income approach seeks lo armive at a valuation based
on the strength of luture cash flows.

Discountad Cash Flow ("BCF") Method

Under DCF Method value of 3 company can be assessad using the Free Cash Fiow fo Firm
Method ("FCFF") or Free Cash Flow to Equity Method (‘FCFE"}, Under the DCF meihod, the
business is valued by discounting its free cash flows for the explicit farecast period ang the
perpetuity value thereafter. The free cash flows fepresent the cash available for distribution 1o
both, the owners and creditors of the business, The free cash fows in the explicit period and
these in perpetuily are discounteg by the Weighted Average Cost of Capitat ("WALCC™). The
WACC, based on an optimal vis-a-vis actual capital structure. is an appropriale rafe of discouns
to calculale the prezent value of the fulure cash flows as it considers equity—debt risk by
neorporating debt—squity ratio of the firm,

The perpetuity (terminal) value s calcutated basad on the business’ potentiat for further growth
beyond the explicit forecast period. The "constant growth model” is applied, which mplies an
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expected constant level of growth for perpetuity in the cash flows over the last year of the
forecast period.

The discounting factor {rale of discounting the future cash frows) reflects not onfy the tlime valua
of money hut also the rigk sssocialud with the business' fulure operations. The Business/Ev
(Aaggregate of the present value of explicit period and termunal period cash flows) so derived, is
further reduced by the value of debt, if any, (net of cash and cash equivalents) to arrive at value
to the owners of the business.

Conclusion on Valuation Approach

indusiry performance and general business and econcmic conditions, mary of which are beyond
the controf of the SPV. In adcition, this valuation will fuctuala with changes in prevailing market
conditions, and prospects, firancial and otherwise, of the SPV, and other factors which generatly
influence the valuation of companies and {heir assets.

Accordingly, we have summarized the application of valuation method for the current valuation
exercise as under:

Cost Approach

The existing book valus of EV of the SPV comprising of its Nel fixed assats and working capital
is INR 2,430 M as at 31 March 2019.

in the present case, since the 8PV has entered into TSA, the revenue of SPY i5 pre-determined
for the tife of the project. in such scenario, the frue worth of the business is reflected in its futyre
€arning capacity rather than (he cost of the projecl, Accordingly. since the NAY does nof capture
the future earning potential of 1he businesses, we have rot considered (he cost appioach for the
current valuation exercise,

Market Approach

The present vaiuation exercise is 1o undertake a fair BV of the SPYV engaged in the power
fransmission business for a specific tenure. Furher, he tariff fevenue expenses are very specific
o the SPv depending on the naiure of their geogeaphical location, slage of projest. lerms of
profitabifity. in the absence of any exaclly comparable listed companies with Gharacleristics and
paramelers similar (o that of the SPV, we have not considerad CCM method in the present case.
in the absence of adequate details about the Comparable Transactions, we were unable to apply
lhe CTM method. Currently. the equily shares of SPV are not listed on any recognized stock
exchange of india Hence, we are unable to apply market price mothod.

income Approach

The SPV ig operaling as BOOM modal based project. The cash inflows of the projects are
defined for 35 years under the TSA. Hence, the growth potential of the SPV and the irue warth of
its business would be reflected in its future eamings potential and therefore BCF Method under
the income approach has been considered a5 an appropriate method for the present valuadion
exercige.
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8. Valuation of the SPV

We have estimated the BV of the SPV using the Discounted Cash Flow Method, While carrying
out this engagement, we have refied extensively on the information mada avalable 10 us by the
Investment Manager We have tonsidered projected financial staternent of the SPV as provided
by the Investment Manager.
Valuation

8.1 The key assumptions of the projections provided to us by the Invesiment Managar are:

Key Assumptions

81.1. Transmission Revenue The hansmission revenue of the SPV comprises of non
escalable transmission revenue and escalable fransmission fevenue as provided in the
TSA read with Tariff adoption order dated 239 Juty 2013,

* Non Escaiable Transmission Revenue: The Non Escalable Transmission revenue
femains fixed for the enfire life of the proiact. We have correhorated the revenue
considered in the financiaf projections with the respective TSA read with Tariff adoption
order dated 23 July 2013 and documents provided lo us by the Investment Manager.

*  Escalable Transmission Revenue: Escalzble Transmission revenue is the revenue
component where the revenus is duly escalated based on the ratonale as provided in
the respective TSA read with Tariff adoption order dated 23% July 2013 and documents
provided 1o us by the lnvesiment Manager. The escatation is to mainly compansate for
the inflation factor.

8.1.2. incentives: As provided in the respective ¥SA. if the annyal availability exceeds 98%,
the SPV shall e enlitied to an amhual incentive as provided in TSA. Provided no
incentives shail be payable above the avaitabliity of 98.75%. Based on the pasl lrack
record of the asset and the general industry standard, the annuat availability shall he
above 8%, where the $BY shas e entitted (o the incentives as provided in the TSA,

813 Penalty: If the annual availabifily in a contragt year falls beiow 95%, the SPY shall be
hable for an annual penatty as provided in the TSA Based on our analysis in Para 8.1.2,
in the present case, it g assumed that the annayal availability wiil not fal! below 95% and
hence, penalty is not considered in the financial projections.

B.14. Expenses: Expenses are estimated by the Investment Manager for the projected perod
based on the escaiation rate as determined for the Spy. We have relied on the
projections provided.

* Operations & Maintenance ("O&M"): D&M expenditure is eslimated by the investment
Manager for the projected period based on the escalation rate as determined for the
SPV. The Investment Manager has projected expenses (o he incurred for the Q&M of the
SPV including, but not limded lo, transmission fine maintenance expenses, rates and
laxes, legat and professional fees and other general and administration axpenses. We
have refied on the projections provided by Investment Manager on the operating and
maintenance expenses for the projected period.

v Insurance Expenses: We understand from the investment Manager that the insurance
axpenses of the SPV will noy escafale for the projecled period. We have relied on the
projections provided by the Investment Manager on the insurance expsnses for the
projecied period.

815, Depreciation: The book depreciation has been provided by the Investment Manager tii
the: life of the asset. For calculaling depreciation as per Income Tax Act for the projected
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period, we have considered depraciation rale s specified in the Income Tax Act and
WDV as provided by the Investment Manager

8.1.6. Capex: As represented by the Investmenl Manager, the S8V is not expected lo nour
any Capex in the projected period.

817 Tax Incentive: The SPV is eligible for tax holiday under section BGIA of tncome Tax Act.
Such tax hotiday shali be availabie for any 10 conseculive years ouf of 15 years
beginning from the date of COD.

8.1.8. Working Capital The Investment Manager hag envisaged the working capital
requirement of the SPV for the projected period. The operaling working capital
assumritions for the projsctions as provided by the invesiment Manager comprises of
lrade receivables and trade payables

fmpact of Ongoing Material Litigation on Valuation

8.2.1. As represented by Investment Manager. there are no angoing fitigations that will affect
the: valuation exercise excep! as mentioned below.

8.22. The Commercial Tax Department, Government of Madhya Pradesh, has raised an Entry
Tax demand of INR 4.47 Mn and penally thereon of INR 1.Y8 Mn on RTCL under (he
provisions of Entry Tax Act 1576,

823  However, the Investment Manager is of the opinion thal impasition of Entry Tax by the
Commercial Tax Department ig outside: the purview of seclion 3 (charging seclion) of
Enlry Tax Act 1976,

8.24. As discussed with the lavastment Manager and our analysis of the case. we have nol
considered any potential devolvement for the same In the projected period.

Calculation of Weinhted Average Cost of Capitai for the SPV
8.31. Costof Equity:

Cost of Equity {CoE)is a discounting factor to calculale the returns expecled by the
equily holders depending on the parceived level of risk associated with the business and
the industry in which the business operates.

For this purpose, we have used the Capital Assat Pricing Model (CAPM), which is a
commaonty used mode! to determing the appropriale cost of equity for the SPV.

Kie} = Rl + {Rp* Bela) + CSRP

Wherain:

K(e) = cost of ety

Rf = risk free rate

Rp = risk premiym i e. markel isk premium over ang above rigk free rale

Beta = a measure of the sensilivity of assets 1o refurns of the overall market

CSRP = Company Spacific Risk Fremium (in gensraf, an additional company-spacific
risk premium will be added o the cost of equily calcuiated pursuant to CAPM).

For valuation exercise, we have arnived at adjusted cost of equity of 12.48%.
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8.3.2.

8.3.3,

834

8.38.

8.3.7.

Risk Free Rata:

We have applied a risk free rate of return of 7 43% on the basis of the relevant zero
coupon vield curve as on 20 March 2018 for government securitias having & malurity
pediad of 10 years, as quoted on the website of Clearing Corporation of Ingia Limited
{"CCIL",

Risk Premium:

Risk premium is a measure of premium that investors require for investing in equity
markels rather than band or debl markets A risk premium is calcutated as follows:

Risk premium = Equity market return - Risk free rafe

Wherenn:

Equity market return = (he average historical market retum is estimated af 15.00%.

Risk free rate = 7.43% ag explained in para 8.3.2

Hence, risk premium is derived as 7.57%,.

Beta:

Befa is a measure of the sensilivity of & company’s stock price o the movements of the
overall market index. Normally we would take a felevant number from a quoted stock
and the market on which it trades. In the present case, we find it appropriate {0 consider
the beta of companies in simifar business/ industry {0 that of lhe SPV,

We have further unlevered that beta based on debl-equity of the respective company
using the following formula

Unlevered Beta = L evered Beta /{1 + (Debt / Equity) "(1-Tyj

Further we have re-levered it based an debt-equity of the industry standard using the
following formusia:

Re-lavered Bela = Unlevered Bala - 1+ {Debt / Equity) 1Ty

For our valuation exersise, re-levered heta has been taken ag 0.67.
Cost of Debt:

The calculation of Cost of Debt post-tax can be defined as follows:
K{d} = K{d) pre tax * {1-T}

Wherein;

Ki{d) = Cost of deht

T = ax rate as applicable

in present vaiuation exercise, we have considered debtequity al 70:30 based on induslry
standard.

For valuation exercise, pre-fax cost of debt hag been considered as B.45%,

Weighted Average Cost of Capital {WACC)

The discount rale, or the WACC, is the weighted average of the expected return on
&quily and the cosl of debt. The weight of each factor is determined based on the
company's optimal capital siructure,

Formula for calculation of WACC:

WACC = [K(d) * Debt #{Debt + Equily)) +K{2) " (1 - Debt /{Debt + Equity}))

Accordingly, as per above, we have arrved the WACC of 8.30% for RTCL. (Refer
Appendix 1)
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We understand from the representation of the Investment Manager that the SPV will generate
cash flow sven after the expiry of concession period of 35 years as the project is on BOOM
maodel and the ownership will remain with the SPY even after the expiry of 35 years. Accordingly
we have considered Terminal Value after the expiry of 35 years

Valuation of RTCL
8.0.1. We have reiied on the projected financials of RTCL as provided by the Investment

Manager for the period from 15t Aprit 2018 to 28th February 2051,

852  WACC arrived at for the purpose of valyation is 8.30% for cash fows {Refer Appandix 1),

8.5.3.  For the terminal penod, we have considered 0%, constant growth rate for FCFF

8.5.4. Ason Valuation Date, we have discounled the free cash flows of RTCL using the WACC
of 8.30% to arrive at the Enterprise VYaiue by aggregating the present value of cash flows
for explicit period and terminat period at iNR 4,035 Mn (Refer Appendix Ity

Vailuation Conclusion

The current valuation has been caried out based on the discussed valuation methedology
explained herein earligr. Further, various qualitative factors, the business dynamics and growth
potential of the business, having regard to information hase, management perceplions, key
underlying assumptions and limitations were given due consideration,

We have been representad by the (nvestment Managar that there is no potential devolvement on
account of the contingent liabifity as of valuation date; hence no impact has been factored in to
arrive at BV of the SPVv.

Based on the above analysis the EV as on the Valuation Date of the 8PV is INR 4.035 Mn (Refer
Appendix 1),

The fair Enterprise Vaiue of tha SPV is estimaled using DCF method. The valuation requires
Investment Marager to make certan assumplions about the modet inputs inciuding forecast cash
flows. discount rate, and credit risk.

Valuation is based on estimales of future financial performance or opinions, whiclh fepresent
reasonable expectations af a particular paint of time, but such information, estimates or apinions
are no! offered as predictions or as assurances that a particular level of ncome or profit wili be
achieved, a particular event wil Qctur of tnal a particufar price will be offered or accepted. Actual
resulls achieved during the period cavered by the prospective financial anaiysis will vary from
these estimates and the variations may be material,

Accordingly. we have conducted sensifivity analysis on the following model inputs:

Decrease by “Falr Vajue Increase by

. WACK > 050% . @8.30% . . 0.50% -
Imptied WACG 7.80% 8.30% 8.80%
Enterprise Value (in INR Mn} 4,243 4,035 3,848
‘ Decreasa by . .. - Increase by
T_utalEx_p_en_SQ; C U a0 ng.l.'.\.’_alye g
- S——

Enterprisa Value (in INR Mn) 4,113 4.035 3.958
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10.

10 1.

10.2

19.3.

10.4.

105,

10.6.

Additional Procedures ta be complisd with in accordance with InviT regulations

Scape of Work

The Schedule V of the SEB) T Regulalions prescribes Lhe minimum sl of mandalory
disclosures fo be made in the valuation report. In this reference, the minimuemn disclosures in
valuation report may include foliowing information as well, 50 a8 10 provide the investors with the
adequate information sbout the valuation und ather aspects of the underlying assets of the tnv(T.

The additional sel of disclosures, as prescrived under Schedule V of IaiIT Regufations, to be
made in the valuation report of RAPP 1 ransmission Company Limiled (*RTCL" are as follows:

*  List of ong lime sanclionsfspprovals wiich are obtained or pending,

+ List of up to dateloverdue pariodic clearances;

«  Slatement of assels included:;

*  Estimates of already carried as well as proposed major repairs and impravements along
wilh esfimated lime of complelion;

*  Revenue pendencies including local authority taxes associated with InvIT asset and
compounding charges, if any;

* On-going and closed material Bligations including tax dispulas in relation to the assets,
any:

* Vulnerabifity to natwal or induced hazards that ay not have bean covered in town
Planning/ buitding control

Limitatlons

This Report is based on the information provided by the Investment Manager. The exersise hag
been restricted and kept limited to and based entively on the documents, records, files, registers

other external source,

We have assumed the genuineness of ali signatures, the authenticity of alt documeants submitted
0 us as original, and the conformily of the copies or extracts submitted o us with that of the
onginal documents.

We have assumed that the documents submitled to us by the Investment Manager in connection
with any particular issue are the only documents redated {0 such issue.

We have reviewed the documents and recards from the timited perspective of AXAMINING 15506s
hoted in the scope of work and we do not express any opsnion a5 to the legal or technical
imptications of the same.

Analysis of Additional Set of Disclosures for RTCL

List of one-time sanclions/approvals which are oblaned or pending:

As informed by the Investment Manager, there have been no additional sanctions/ approvalg
oblained by RTCL belween the pariod 19 Aprd 2018 to 319 March 2019, Funher, we were
informed that there ware no applicalions for which approval s pending. The list of sanclions/
approvals obtained by the Cornpany as on 315 March 2019 is provided in Appendix I,

List of up to date/ overdus periodic clearances:
We have included the periodic clearances obtained by RTCL in Appendix .
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C.  Statement of assets ingiuded
As al 31st March 2019, details of the asset of the: SPV are as follows:»

INR Million
Asset Type Gross Block Depreciation Net Biock d:;rzi;ize:
Transmission Lines 2,600.1 778 33223 1%
Office Equipment & IT 03 03 0o 88%
Equipments
Fumiture and fittings 0.1 0.1 0.0 86%
TOTAL 2,600.5 2182 23723

‘Sonce Brovsionar Financiss of J1s1 Warch 2015

0. Estimaltes of already carried as weil 85 _propesed major repairs and {mprovements aion . wilh

estimated time of completion;

We noted in the provisional financial glatements that RTCL has incusred INR 10 27 Mitlion for the

year ended 31% March 2019 for the maintenance charges of Transmission Lines. Ba

sed on the

confirmation providad by Investment Manager we expect an increase of ¢.3.2% per annum in the
cosl of repair ang mainterance expenses 1o be incurred in the future period.

Investment Manager has informed us thal there are no mairenance ch

arges which has been

deferred 10 the upcoming year as the maintenance aclivities are carried out regularly. We have
been informed that overhaut maintenance are regularly carried out by RTCL in order to maintain

the working candition of the assets,

E.  Revenue perdencies inciuding locat autheority  taxes assochated with InvIT  asset ang

gompounding charges if any,

Investment Manager has informed us that there are no dues including local authority taxes

pending 1o be payable to the Government authorities with respect fo InvIT assets,

F Qn-going and closed maleriat lifiqations including tax dispules in relation {o the assets Hany;

As informed by the Investment Marager, the stalus of ongoing litigations is updaled in Appendix
V. Investment Manager has informed us that it expects majorty of lhe cases to be settied in
favour of RTCL and accordingly no oulffow is expected against the litigalions.

G, Vulnerability to natural o induced hazards that may not have been covered in

building control:

town_planning/

Investment Manager has confirmed 1o us thal there are no such nafural or induced hazards

which have not been considered in town planning/ building control.

<< This space is intantionally left blani »>
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Appendix | ~ Weighted Average Cost of Capital of the SPY

T’;rﬂcu!a rs
Market Retuin

o
15 00%

Chartered Accountants

e —————

_Remarks

Markel Relum has been considered based pn the long tonm
awrage returns eamed by an equity investor in India.

Risk Free Rate T.43% Risk Free Rate has been considered based on zero coupon yield
cune as at 29" parch 2019 of Government Securifies having
maturity periad of 10 years, as quoted on GCIL's websile,

Merket Risk Premium 7.57%  Mtarket Premium = Mariet Retum - Risk Free Rate

Bela (relevered) 067 Beta has been considered based on the beta of companios
operating in the similar king of business in India.

Cost of Equity 1248% Ke=Ri+ B x (Rm-Rf) + CSRP

Pre-lax Cost of Deby B45%  As represenled by the Investmeni Manager

Effective tax rale of SPv 22.97% Awerage Lax rate for the life of the project has been considered

Post-tax Cost of Debt 6.51%  Effeclive cost of debt, Kd = Pre tax Kd * (1-Effective Tax Rate)

DebU(DebHEquily) 70.00%  The debt ~ equity ratio computed as [BHD+E) is consideraa as
70% as per ndustry standard.

WaCc 8.30% WACC = {Ke*{1-DHD+ ENFH K -1 DHDHEN
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Appendix Il - Valuation of RTCL as on 31 March 2019

WAGCC  §.30% INR Mn
. Cash .
EBITDA Changes in Diszounting PV of Cash
Year o venue ESITDA Margin  Capex N(?A Tax  FGRE o’;\;ccrtx::i et e
FY20 RS 427 G285 774 345 0.50 0.6 333
Y 455 426 94 57 353 150 0.89 318
Fyez 485 426 4% - R 32 25 0.82 289
Fy23 455 425 93% - 013 352 3.50 078 266
Fy24 455 424 g3% - RO & 351 4,55 0.70 245
FYds 455 423 939 - Q73 350 5.84 064 236
FY26 455 422 93% - L 12 340 6.50 0.60 208
Fy2r 455 421 3%, : Q2 349 7 56 0.55 192
FY28 458 420 92% - 0 7z 343 8.50 041 77
Fr2y 455 419 82% - & 72 347 5.56 0.47 163
FY30 455 417 92% - 0 72 346 10 50 0.43 150
FY31 455 416 929 . 97 345 1159 .40 £38
Fya2 485 415 91% - 9 0 344 12.50 037 127
Fya3 455 414 9% B 40N 343 13.50 0.34 117
FY34 455 412 915 - O ) 342 14.50 .3 08
FY35 455 411 90% - LV 341 15,50 029 (Y]
£Y36 455 410 80% - 0 70 340 18.50 0.27 91
Fyaz 455 408 90% . 070 339 1750 025 84
FY38 455 407 8% - RO 338 18.50 0.23 77
FY38 455 405 899 - 0 69 338 19.50 0.21 71
FYag 455 404 9% . 0 B 335 2050 0.16 85
Fy4s 455 402 88% - -0 1 331 21,50 018 G0
Fy42 455 400 88% - 478 323 22 50 0.17 53
£y43 89 303 84% - 21 58 268 23.50 0.15 41
Frag 37 263 82% - 10 50 243 24,50 014 k¥
Fv45 321 261 8% . 0 43 212 28 50 0.13 28
FYds 321 259 81% - 0 74 185 26 50 n.12 22
Fyay 321 257 80%, - Q0 74 183 27,50 ¢ 1 20
FYaB 321 255 9% - 0 74 182 28.50 g0 9
FY4g 323 253 79% . 0 73 180 29 50 0.10 17
EY5) 321 251 78% - 072 178 38,50 0,05 15
Fysi 233 221 7% - EVR::] 162 3145 003 %
ua 321 248 77% - - 72 178 41,46 008 14
Fresent Vaiun of Expiicil Perad Cash Fiows ’ o T TS R
Presant Valug of Tesminal Year Cagh Flow 172
Enterprise Value o —_- T W

* For th perod endeg 267 February 2051
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Valuation as per SEBI (Infrastructure Investment
Trusts) Regulations, 2014

SPV: Maheshwaram Transmission Limited
(“MTL”)




Strictly Private and Confidential
Charteted Accountants

Date: 24" April 2019
CFASIZ2019-20/5

Sterlite Investment Managers Limited
Maker Maxity. 5™ North Avenue,

Level 5, Bandra Kurla Compiex,

Bandra {East), Mumbai ~ 400057,

India Grid Trust

{Axis Trustes Services Limited acting on hehalf of the Trust)
F-1, Mira Corporate Suits,

1&2, Mathura Road, [shwar Nagar,

New Delhi ~ 110065

Sub: Valuation as per SEBI {Infrastructure Investment Trusts) Regulations, 2014, as amended

{“the SEB! InvIT Regulations™)

Dear Sirs/Madams,

We, Haribhakti & Co. LLP, Chartered Accounfants ("H&Co ™). have been appointed vide lelter dated
29% January 2019, as an independent valuer, as defined under the SEB1 invi'T Regulaticns, by Sterlite
tnvestment Managers Limited (“the Investment Manager” or “SIML"). acting as the investment
manager for india Grid Trusl ("the Trust™) and Axis Trustee Services Limited {"the Trustee") acting as
the trustee for the Trust mentioned above. for the purpose of the financial valuation of Maheshwaram
Transmission Company Limited ("MTL" or “the SPV"). The SPV was acguired by the Trust on 15"
February 2017 and is to be valued as per regulation 21(4) corlained in the Chapler V of the SEBE
InviT Regulations.

We have relied on explanations and information provided by the Investment Manager. Aithough we
have reviewed such data for consistency, we have not independently investigated or otherwise
verified the data provided. We have no present or planned fulure interest in the Trust, the SPV or the
investment Manager except 1o the extent of our appeintment as an independeni valuer and the fee for
our Valuation Report {"Report”) which is not contingent upon the values reported harein, Qur valuation
analysis should not be construed as investment advice specifically. we do nof express any opinion on
the suitability or otherwise of entering into any financial or other fransaction with the Trusl.

We enclose our Report providing our opinion on the fair enterprise value of the SPV on a going
concern basis as at 31% March 2019 (“Valuation Date”). Enterprise Value {"EV"} is described as the
total value of the equity in a business plus the value of its debt and debt related labilities, minus any
cash or cash equivalents 10 meet those liabilifies. The altached Report details the valuation
methodologies used, calculations performed and the conclusion reached wilh. respect to this
valuation. - ’

Rariphakti & Co. LLP, Charlered Accoantants Regn. No. AAC- 3768, & imited ability partnersnip registered in india icorevélit*dm 17h June,
2014 f1ium a fiem Baribhaki fi Co, FRN: 103523W)

58,4A" Block, 57T loar Mena Kampala Arcade,Mew #18 & 20, Thiagarays Road, T.Nagar, Chennai - 600 017, india Tel:+93 44 2815 4192 Faxi+91
44 4713 2124

Registered offices: 705, Leela Business Park, Andheni-Kuria Road, Andhen (E], Mumbai - 400 059, Inifia

Other offices: Ahmedabad, Bengaluru, Coimbatore, Hyderabad, Kolkata, Mumbai, New Dethi, Pone
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We believe that cur analysis must be considered as a whole. Selecting portions of our analysis or the
factors we considered, without considering all factors and analysis fogether could create a misteading
view of the process underlying the valuation conclusions. The preparation of a valuation is a complex
process and is not necessarily susceptible to partial analysis or summary description. Any altempl lo
do so could lead to undue emphasis on any particular factor or analysis.

Our valuation and our valuation conclusion are included herein and our Report complies with the
SEBI InvIT Regulations and guidelines, circular or notification issued by Securities and Exchange
Board of india ("SEBI") there under.

Please note that all comments in our Report must be read in conjunction with the caveats {o the
Report, which are contained in Section 2 of this Report. This letter, the Report and the summary of
valuation included herein can be provided o Trust's advisors and may be made available for the
inspection fo the public as a material document and with the SEBI, the stock exchanges and any
olher reguiatory and supervisory authorily, as may be required.

We draw your attention to the limitation of fiability clauses in Seclion 2 of the Report.

This lefter should be read in conjunction with the attached Report.

Yours faithfully

For Haribhakti & Co. LLP,
Chartared Accountants

Firm Registration Number:- 103523wW

/R

I

P

$. Sundararaman
Parinoer

Membership No. 028423
Place: Chernai

Encl: As above

Page 3 of 31



Strictly Private and Confidential Chartered Accountanis

Contents
§r. No. Particutars ngfe

1 Background 6

2 Exclusion & Limitations 7

3 Sources of Information 10
4 Procedures adopted for current vaiuation exercise 11
5 Overview of the InvIT and the SPV 11
B Overview of the Industry 14
7 Valuation Approach 16
8 Valuation of the SPV 18
9 Valuation Conclusion 22
10 Additicnal procedures for compliance with InviT Reguiations 22

Appendices

11 Appendix | | Weighted Average Cos! of Capital of the SPV 25
12 Appendix Il : Valuation of MTL as on 31% March 2019 26
13 Appendix 11l : Summary of Approvals & Licenses 27
14 Appendix iV : Summary of Ongoing Litigations 30

Page 4 of 31



Strictly Private and Confidential Chartered Accountants

Definition, abbreviation & glossary of terms

Abbreviations

Meaning

MTL or The SPV
BOOM

Capax

CCiL

CERC

Ckms

con

DCF

EBITDA

EV

FCFF

FY

FYp

H&Co.

INR

s

JTCL

KV

LTTC

Mn

BDTCL

NAV

NCA

O&M

PGCIL

PKTCL

TCL

RTCL

SES

SEBI InviT Regulations
SGLT

SIML  or Investment
Manager

SPGVL or the Sponsor
5PV

T&D

the Trust or InviT
the Trustee

TSA

WACC

Maheshwaram Transmission Company Limited
Build-Own-Operate-Maintam

Capital Expenditure

Clearing Corporation of India Limited

Central Electricity Regulatory Commission

Circuit Kilometres

Commercial Operation Date

Discounled Cash Flow

Earnings Before Interest, Taxes, Depreciation and Amortization
Enterprise Value

Free Cash Flow to Firm

Financial Year Ended 31+ March

Five year Plan

Haribhakti & Co. LLP, Chartered Accountants

indian Rupees

indian Valuation Standards,2018

Jabalpur Transmission Company Limited

Kilo Volts

Long Term Transmission Customer

Millicn

Bhopal Dhute Transmission Company Limited

Net Asset Value Method

Net Current Assets Excluding Cash and Bank Balances
Operation and Mainlenance

Power Grid Corporation of India Limited

Purulia & Kharagpur Transmission Gompany Limited
fatran Transmigsion Company Limited

RAPP Transmission Company Limited

Securities and Exchange Board of India

SEB! {Infrastructure Investment Trusts) Regulations, 2014
Sterlite Grid 1 Limited

Sterlite Investment Managers Limited

Sterlite Power Grid Venturas Limited
Special Purpose Vehicle
Transmission & Dislribution

india Grid Trust

Axis Trustee Services Limited
Transmission Service Agreemant
Weighted Average Cost of Capital
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Background

The Sponsor
Steriite Power Grid Ventures Limited (“SPGVL" or “the Sponsar™} is engaged into instalialion and
operation of electricily ransmission projects.

The Infrastructure investment Trust

SPGVL is the sponsor for the India Grid Trust {"the Trust’). The Trust was established on 21%
October 2016 by SPGVL ard is registered with the Securities and Exchange Board of india
(“SEBI"} pursuant 1o the SEBI {Infrastructure Investment Trusts) Regulations, 2014, as amended
{“the SEBI InviT Regutations"). i is established lo own inter-state power transmission assels in
india, The unils of the Trust are listed on the Nationai Stocik Exchange of India Limited and BSE

Limited since &% Jung 2017,

Investment Manager

Stertite investment Managers Limited (“the Investmant Manager” or “SIML") has been appointed
as the investmen! manager to the Trust by Axis Trustee Services Limited (“the Trustee™) and wilt
be respensible to carry out the duties of such a person as mentioned under SEBI iaviT
Regutations.

Target Financial Asset to be Valued

MTL wil create a key component to enable southern region to draw mare power from North-
East-West Grid and address the issue of power stability in Tetangana region. The improved grid
connectivity shall facititate power procuremen! from Ihe Inter State Transmission System (“ISTS")
network to the beneficiary states Telangana, Tamil Nadu, Seemandhra and Karnataka to meet
their electricity demands, The project is envisaged to provide grid connectivity for Maheshwaram
TE5/400 kV Pooling Substaticn and Nizamabad 765/400 kV Substation.

Purpose of Valuation

As per Regulation 21(4) of Chapler V of the SEBI InviT Reguiations, a yearly valuation of the
assets of the Trust shall be conducted by an independent vaiuer for the period ended 315 March
2019 for a publicly offered InviT. in {his regard, Sterlile Investment Managers Limitad ("the
Investment Manager” or “SIML"}, acting as the investment manager and Axis Trustee Services
Limited (“the Trustee™) acting as the trustee to the Trust intends to undertake the fair vatuation of
Maheshwaram Transmission Company Limited ("MTL" or "the SPV"}).

In this regard. the Investment Manager and the Trustee have appointed us, Haribhakti & Co.
LLP. Chartered Accountants ("H&Co.") to undertake the fair valuation at the enterprise level of
the SPV as per the SEBI InviT Regulations as at 31% March 2019 ("Valuation Date”), Enlerprise

Vatue (MEV") is described as the total value of the equity in a business plus the value of its debt

and debl related tiabilties, minus any cash or cash equivalents lo meet those liabilities.

H&Co. declares that:

1.7.1. 1t is competent to undertake the financial vaiuation in terms of the SEBI InviT
Regutations;

1.7.2. it is independen! and has prepared the Valuation Reporl ("the Reporl”} on a fair and
unbiased basis;

1.7.3. It has valued the SPV based on the valsalion slandards as specified under sub-
regulation 10 of regulation 21 of SEBI InviT Regulations.
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1.8

2.1,

Tris Repor covers all the disclosures required as per the SEBI InvlT Regulations and the
valuation of the SPV is impartial, true and fair and in compliance with the Skl invi | Kegulations.

Scope of Valuation

Nature of the Asset to be Valued

We have been mandated by the Investment Manager to arrive at the EV of the SPV. Enterprise
Vatue ("EV") is described as the total value of the equity in a business plus the value of its debt
and debt related liabilities, minus any cash or cash equivalenis to meet those liabilities.

Valuation Base

Vaiuation Base means the indication of the type of value being used in an engagement. In the
presen| case, we have determined the fair vatue of the SPV al the operating enterprise level. Fair
Value Bases defined as under:

Fair Value

Fair value is the price that wouid be received to sell an asset or paid to fransfer a liabitity in an
crderty transaction betwean market participants at the valuafion date

Valuation Date

Valuation Date is the specific date at which the value of the assets 1o be valued gets estimated or
measured. Valuation is time specific and can change with the passage of time due to changes in
the condition of the asset to be valued. Accordingly, valuation of an asset as at a panticular date
can be different from other date(s).

The Valuation Date considered for the fair operating enterprise valuation of the SPV is 31 March
2019 (“*Valuation Date™). The attached Repont is drawn up by reference to accounting and
financial information as on 31 March 2019. We are not aware of any other events having
occured since 318 March 2019 till date of this Report which we deem {o be significant for our
valuation anaiysis.

Premise of Value

Premise of Value refers 1o the conditions and circumstances how an asset is deployed. in the
present case, we have determined the fair operating enterprise value of the SPVY on a Going
Concern Value defined as under:

Going Concern Value

Going concern value is the value of a business enterprise that is expected to continue to operate
in the future. The intangible elements of going concern value resull from factors such as having a
trained work force, an operational plant, the necessary licenses, systems, and procedures in
place elc

For the amount pertainng {o the operating working capital, the Invesimenl Manager has
acknowledged to consider the provisional finangial statements as on 315 March 2019 1o carry out
the vaiuation of the SPV

Exclusions and Limitations

Qur Report is subject fo the limitations detailed hereinafler. This Report is 1o be read in ofality,
and not in parts, in conjunction with the refevant documents referred to therein.
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22, Valuation anatysis and results are specilic to lhe purpose of valuation and is not intended 10
represent value at any time other than valuation date of 31 March 2019 ("Valuation Date”)
mentioned in the Report and as per agreed terms of our engagement. it may not be valid for any
olher purpose or as at any other date. Also, it may not be valid if done on behall of any olher
entity.

2.3.  This Report, its contents and the results are specific to (i) the purpose of vaiuation agreed as per
the terms of cur engagements; (i) the Valuation Date and (jii) are based on the financial
information of MTL till 313t March 2019. The Investment Manager has represented that the
pusiness activities of MTL have been carried out in normat and ordinary course belween 31¢
March 2019 and the Report Date and that no material changes have occurred in the operations
and financial position between 31 March 2019 and the Report date.

24 The scope of our assignment did not involve us performing audit tests for the purpose of
expressing an epinion on the faimess or accuracy of any financial or analytical information that
was provided and used by us during the course of our work. The assignment did not involve us to
conduct the financial or technical feasibility study. We have not done any independent technical
valuation or appraisat or due diligence of the assets or liabilities of the SPV or any of other entity
mentioned in this Report and have considered them at the vaiue as disclosed by the SPV in their
regulatory filings or in submissions, oral or written, made o us.

2.5. in addition, we do not lake any responsibilily for any changes in the information used by us 10
arfive at our conclusion as set oul herein which may occur subsequent to the date of cur Report
or by virtlue of fact that the delails provided to us are incorrect or inaccurate.

28  We have assumed and refied upon the truth, accuracy and completeness of the informalion, data
and financial terms provided to us or used by us; we have assumed thal the same are not
misleading and do not assume or accepl any liability or respensibility for any independent
verification of such information or any independent technicat valuation or appraisai of any of the
assets, operations or liabilities of SPV or any ofher entity mentioned in the Report. Nothing has
come 1o our knowledge to indicate thal the malerial provided to us was misstated or incorrect or
would not afford reasonable grounds upon which to base our Report.

2.7. This Report is intended for the sole use in connection wilh the purpose as set out above, It can
however he refied upon and disclosed in connection with any statutory and regulatory filing in
connection with the provision of SEBI InviT Regulations. However, we will not accept any
responsibilily to any other party 10 whom this Report may be shown or who may acquire a copy
cf the Repori, without our wrilten consent.

2.8. It is clarified that this Report is not a faimess opinion under any of the stock exchange/ listing
reguiations. In case of any third parly having access o this Reporl, please note this Reporl is not
a substitute for the third party's own due ditigence/ appraisal/ enquiries/ independent advice that
the third party should undertake for his purpose.

2.5 Further, this Report is necessariiy based on financial, economic, monetary, market and other
conditions as in effect on, and the information made available to us or used by us up to, the date
hereof. Subsequent developments in the aforementioned conditions may affect this Report and
the assumptions made in preparing this Report and we shall not be obliged to update, revise or
realfirm this Report if informadion provided to us changes.

2.10. This Report is based on the information received from the scurces mentioned in para 3 and
discussions with the Investment Manager. We have assumed thal no information has been
withheld that couid bave influenced the purpase of our Report.

2.11. Valuation is not a precise science and the conclusions arrived al in many cases may be
subjective and dependent on the exercise of individual judgment There is, therefore, no
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indisputable single value. We have arrived at an indicative £V based on our analysis. While we
have provided an assessment of the value based on an analysis of information available to us
and within the scope of our engagement, olhers may place a different vaiue on this business.

212, Any discrepancy in any table / annexure betwaen the total and the sums of the amounts listed
are due {o rounding-off.

2.13. Valuation is based on estimates of {uture financial performance or opinions, which represent
reasanable expectations at a particutar point of lime, but such information, estimates or opinions
are not offered as prediclions or as assurances that a particutar level of income or profit will be
achieved, a particular event will occur or that a particular price will be offered or accepted. Actual
resuits achieved during the pericd covered by the prospective financial analysis wilt vary from
lhese eslimales and the variations may be material.

214, We do not carry out any validation procedures or due diligence with respect to the information
provided/extracted or carry out any verification of the assets cr comment on the achievability and
reasonableness of the assumptlions underlying the financal forecasts, save for salisfying
ourselves to the exlent possible that they are consistent with other information provided to us in
the course of this engagement.

215, Ouwr conclusion assumes that the assets and liabifities of the SPV, reflected in their respeciive
iateslt bajance sheets remain inlact as of the Report date.

2.18. Whilst alt reasonable care has been taken to ensure that the factuat statements in the Report are
accurate, neither ourselves, nor any of our partners, directors, officers or employees shall in any
way be liable or responsible either directly or indirectly for the contents stated herein.
Accordingly, we make no represenlation or warranty. express or imphlied. in respect of the
completeness, authenlicily or accuracy of such factual statements. We expressly disclaim any
and zll liabilittes, which may arise based upen the information used in this Report. We are not
liable to any third party in relation 1o the issue of this Report.

217 The scope of our work has been limited both in terms of the areas of the business and
operations which we have reviewed and the extent 1o which we have reviewed them. There may
be matters, other than those noted in this Report, which might be relevant in the context of the
transaction and which a wider scope might uncover.

2.18. For the present valualion exercise, we have also relied on information availabie in public domain;
however the accuracy and timelines of the same has not been independently verified by us.

2.19. in the particular circumsiances of this case, our liabitity (in contract or under statute or otherwisa)
for any economic loss or damage arising out of or in connection with this engagement, however
the loss or damage caused. shali be limited to the amount of fees actually received by us from
the Investrment Manager, as laid out in the engagement letter for such valuation work.

2.20. In rendering this Report, we have not provided any legal, regulalory, tax, accounting or acluarial
advice and aceordingly we do not assume any responsibility or fiability in respact thereof.

2.21. This Report dogs not address the relative merits of investing in InviT as compared with any other
alternative business transaction, or other alternatives, or whether or not such alternatives could
be achieved or are availabie

2.22. We are not advisors with respect to legal tax and reguialory matters for the proposed transaction.
No investigation of the SPV's claim to titte of assels has been made for the purpose of this
Report and the SPV's claim to such rights have been assumed fo be valid. No
consideration has been given to fiens or encumbrances against the assets, beyond the
loans disclosed in the accounts. Therefare, no responsibility is assumed for matters of a legal
nature,

Page 9 of 31



Strictly Private and Confidential Chartered Accountants

2.23.

2.24.

2.25.

3.4.
3.5
3.6.

37

We have no present or planned future interesl in the Trustee, Investmenl Manager or the
SPV and the fee far this Report is not contingenl upen the values reported harein. Our
valuation analysis should nat be construed as investment advice: specifically, we do not express
any opinicn on (he sullability or otherwise of entering into any financial or other lransaction with
the Investment Manager or the SPV.

We have submitted the drafi valuation report to the Trust and Investment Manager for

confirmation of accuracy of factual data used in our analysis and to prevent any error or

inaccuracy in the final valuation repor.

Lisnitation of Liabilities

2.25.1. ft is agreed that. having regard to lhe H&Ce.'s interest in fimiting the personal liability
and exposure to litigation of its personnel, the Sponsor, the Investment Manager and
the Teust will not bring any claim in respect of any damage against any of the H&Co's
personnel personally,

2252 In no circumstances H&Go. shall be respansitle for any conseguential, special, direct,
indirgcl, punitive or incidental loss, damages or expenses (inciuding loss of profits,
data, business, opporlunity cost, goodwill or indemnification) in connection with the
performance of the services whelher such damages are based on breach of contract,
tort. strict liability, breach of warranty, negligence, or otherwise) even if the Investment
Manager had conlempiated and communicated (o H&Co. the Bkelihood of such
damages. Any decision to act upon the deliverables is to be made by the Investment
Manager and no cemmunication by H&Ca. should be treated as an invilation or
inducement to engage the investment Manager to act upon lhe deliverable.

2.253. It is clarified that the SIML and Trustee wili be solely responsible for any delays,
addilional costs, or other liabilities caused by or associated with any deficiencies in
their responsibilities, misrepresentations, incorrect and incomplele information
including information provided to determing the assumptions,

2.254. H&Co. will not be fiable if any loss arises due to the provision of talse, misleading of
incomplete information or documentalion by SIML or the Trustee.

Sources of Information
For the purpose of undertaking this vajuation exercise, we have relied on the foliowing sources of

information provided by the Investment Manager:

Audited financial stalemants of MTL for the Financial Year {FY") ended 31+ March 2017 and 31
March 2018,

Provisional Profit & Loss Account and Balance Sheet for the period ended 315 March 2019

Projecied Profit & Loss Account and Working Capital requirements of MTL from 1°! April 2019 to
13" December 2052,

Details of brought forward losses {as per Income Tax Act) as al 31° March 2019

Details of Written Down Value (as per Income Tax Act) of assets as at 313 March 2019

Details of projected Repairs and Capital Expenditure (“Capex’) as represented by the Investment
Manager.

As on 215 March 2019, india Grid Trust holds 100% equily stake in MTL through Sterfite Grid
Limited 1 {"SGL 1"). As represented 1o us by the Invesiment Manager, there are no changes in
the shareholding pattern from 313 March 2019 to the date of issuance of this Report.
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Transmission Service Agreement (“TSA") of MTL with Long Term Transmission Customers
{("LTTCs") and Tariff adoplion order dated 24" November 2015 issued by Central Electricity
Requlatory Commission {*CERC").

Management Representation Lefter by Investment Manager dated 23 April 2019.

Procedures adopted for current valuation exercise

We have performed the valuation anatysis, io the extenl applicable, in accordance with Indian
Valuation Standards, 2018 {"IVS") issued by the Instilute of Chartered Accountants of India read
with sub-regulation 10 of reguiations 21 of SEBI InvIT Ragulations.

In conneclion with this analysis, we have adopted the following procedures to carty out the
valuation analysis:

421 Requested and received financial and qualitative information relating to the SPV;

422 Obtained and analyzed dala available in public domain, as considered relevant by us;
423 Discussions with the Management on:

» Understanding of the businesses of the SPV ~ business and fundamentat factors
that affect its earning-generating capacity including strengths, weaknesses,
opportunities  and threats analysis and historical and expecled financial
performance;

424 Undertook industry analysis:

+ Research publicly available market data including economic factors and industry
treads that may impact the valuation

« Apalysis of key trends and valuafion multiples of comparabie
companies/comparabie transactions, if any. using proprielary dalabases
subscribed by us.

4.2.5. Analysis of oiber publicly availabie information

426, Selection of valuation approach and valuation methodology/(ies). i accordance with
WS, as considered approprigte and relevant by us.

427 Datermination of fair EV of the SPV.

Overview of the InviT and the 5PV

The Trust

The Trust is regisiered wilth SEBI pursuant to the SEBI InviT Regulations. The Trust was
established on 21* October 2016 by SPGVL to own inter-state power transmission assets in
India. The units of the trust are listed on the National Stock Exchange of India Limited and BSE
Limited since 6 June 2017.

The Trust had acquired two revenue generaling projects, Bhopal Dhule Transmission Company
Limited ("MTL") and Jabalpur Transmission Company Limited ("JTCL") from its Sponsor on 30"
May 2017, On 15% February 2018, the Trust acquired three additional revenue generaling
projects from its Sponsor, namely, Maheshwaram Transmission Limited ("MTL"), Purulia
Kharagpur Transmission Company Limited {"PKTCL") and RAPP Transmission Limited ("RTCGL"}.
Furlher, the Trust had acquired another revenue generating project, namety, - Patran
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53

54.

55

b
et

57.

Transmission Company Limited (‘PTCL") on 19" February 2018 from Techno Electric &
Engineering Company Limitad,

The Trust, pursuant to the 'Right of First Offer’ deed had a “right of first offer” o acquire eight
projects of the sponsor oul of the same three are acquired and five can siilt be acquired pursuant
1o right to first offer.

Foltowing 1s the financial summary of the projects which the Trust had acquired from the sponsor
namely, BDTGL, JTCL, MTL, RTCL and PKTCL from the Sponsor and PTCL from Techno
Electric & Engineering Company Limiled:

Enterprise Valug (INR Mn)

Asset 31-Mar- Acquisition
Name  30-Sep-18 31-Mar-i8 30.8ep-17 31-Mar-17 31-Mar-18 ‘15“"" °‘3I‘;'|i'e'
BDTCL 79504 30319 21431 21541 21,812 20,113 -

JICL 14937 15431 15988 16,125 10407 14205 '

MTL 5.423 5.564 5218 NA 4 697
RICL 4,084 4.054 3,835 NA 3,542
PKTCL 5,481 6,618 6,512 NA 5,861
PTCL 2401 NA 2,320

‘Consolidated Purchase Price paid by the Trust for the acquisition at the lime of lnidoi Public Offer

w=gar JTCL, the investment Manager had previously projected the incremental revenue (o be at 40% of tha non escalable
revenua chamges durng the valuation exercise of 319 March 2016, hawever the same was subseguentiy reduced (0
9 8903% of non escalatle charges during tha valuation exeicise of 317 March 2617 as per the CERC order dated 8 May
2017.

MTL or the SPV
Summary of details of the Project are as follows:

Parameters Details
Project Cost INR 3,841 Mn
Total Length 477 ckms
Scheduled COD June, 2018
Expiry Date 35 years from the scheduled COD
49%  (100%  including  Beneficial

Trust's stake (through SGL 1) Ownership)

* Pursuant o the share pirchase agresments and shareholdors’ agresments daled 14" February 2618 greculed for the
acquistion of MTL. the Trust (through SGL1) ewns beneficial interest in the remaining 51% stake in these enlities whiGh
effectively gives i the voing nghts over the remaining 51% stake as well

The MTL project was awarded to Slerlite Geid Limited 3 by the Ministry of Power on 10% June
2015 for a 35 year period from the scheduled commercial operation date on a Build Own
Operaling Maintain {"BOOM") basis. The expiry date of TSA shall be the date which is 35 years
from the schedulad Commercial Operation Date ("COD"} of the project.

MTL will create a key component to enable southern region to draw more power from North-
East-West Grid and address the issue of power stability in Telangana region. The improved grid
connectivilty shall facilitate power procurement from the ISTS network to the beneficiary states
Telangana, Tamil Nadu, Seemandhra and Karnataka to meet ther electricity demands. The
project is envisaged to provide grid conneclivity for Maheshwaram 765/400 kV Pooling
Substation and Nizamabad 765/400 kV Substation. K
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5.8, The project consists of Lhe following Uansmission lines and is being implemented an contract
basis:

Transmission lina / . Reute length S : Contribution
G £ s is date
Sub-Station Location {ckms) Specifications Commission date fo tota] tariff
Maheshwaram #G) - It 2
1 / t
Mehboob Nagar Tetangana 89 400 kV DIC 14% Dec 2017 35%
2 WNos. of 4006 kV line
bays at Mehboot Magar  Telangana - 14% Dec 2017
5/5 of TSTRANCCG
Nizamabad - -
2i 0 th 55%
Yeddumaitaram Telangana 218 400 kv D/C 18" Oct 2017 2
2 Nos of 400 kV line
bays at Yeddumailaam Telangana 460 KV DI 14" Ot 2017

(Shankarapat) S/S  of
TSTRANCO

59. Following is the map showing area covered by MTL{not grawn to scale):

Wrzreregitd

[ITCpep—
;

uroscsnagae - A

510. OQOperating Efficiency history of MTL:

20

...... - R e

Q3IFY18  Q4FY18 GQIFY19  Q2FY19

QIFYT9  Q4FYI9

: Normative Availability Avaitability Over Normative
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511. Pictures of the SPV;

i 3

8. Overview of the industry
6.1. Introduction:
6.1.1. India is the third largest producer and thed largest consumer of electricity in the world,

with the instalied power capacity reaching 356.1 GW as of March 2018 The country
also has the fifth largest installed capacity in the world.

6.12. Par capita electricity consumption in the country grew at a CAGR of 4.86 per cent,
during FY11-FY18, reaching 1,149 KWh in FY18.

6.2. Demand and Supply

621 Demand: India continues to be a power deficient country even after an increasing trend
in demand in the past. it is expected thal energy requirement will continue to grow at
healthy CAGR of 7.5% to 8% over FY 17 to FY 21, The primary growth drivers for rapid
expansion in India's energy demand include investmants in industrial and infrastructure
development, rising per capita energy consumption levels etc.

6.2.2. Supply: india has seen a robust growth in the installed power generation capacity in the
past four years. The instafled power generation capacity has grown al a CAGR of
~9.08% from ~243 GW in FY 14 to ~ 347.22 GW as of Decembar 2018 (Source:
IBEF).
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6.3.2.
6.3.3.

6§34

6.3.5,

6.4.1.

6.4.2.

6.4.3.

5.4:4.

o
EN N
S

India's economic outlook
6.3.1.

According to World Bark, India has retained its posilion as the fastest-growing
economy in the worid in 2015, after overtaking China in the previcus year. Based on its
estimates, India will continue to occupy the top slot ameng major economies with &
growth rale of 7.7% to 7.8% until 2019. India's growth rate is significantly higher than
the world average of around 4% and is also higher than other developing economies,
such as China, Brazil, Indonesia and sub-Saharan African nations.

Power is one of the key sectors attracting FDI inflows into india.

From April 2000 to June 2018, India recorded FOI of US$ 6.8 bilion in non-
conventionat energy sector. New and renewable energy sector withessed maximum
power generation capacily addition, since 2000,

Cumulative FOL infiows inte the sector from Aprd 2000-December 2018 were U3S
14 22 billion.

The ongoing liberatization of India’s FOI regime has also led 1o a surge in investments,
aspecially after the launch of the ‘Make in India' campaign in October 2014, The FDt
inflow has doubled to § 44.8 bilion in fiscal 2018 from $ 22 billion in around 2014.
Reduced macroeconomic vuinerability, coupled with improved government spending i
infrastruciure sectors, has enhanced india's Globat Compelitive Index (GCH) ranking to
58 in 2017-18 from 71 in 201415,

Power transmission network in India

The ransmission segmeni plays a key role in transmilting power continuously from the
generation plants 1o various distribution entities. Transmission and sub-transmission
systems supply power 1o the distribution system, which, in turn, scpplies power to end
consumers. In india, the Transmission and Distribution ("T&D") system is a three-tier
struclure comprising distribution networks, slate grids and regionat grids.

The distribution networks and state grids are primarily owned and operated by the
respective State Transmission ubilities or state governments (through state electricity
departments). Most inter-state and inter-regional transmission links are owned and
operated by Power Grid Corporation of india Limited {"PGCIL"), which facilitates the
transfer of pawer from a surplus regicn o the anes with deficil,

The government's focus an providing efectricity to rural areas has led to the T&D
system being exlended to remote vitlages. The tolal length of transmission lines in the
country has grown at a slow rate of 8% CAGR during FY 11 and FY 17. The total
transmission network has increased from 4,07,569 Ckms in FY 11 1o around 6,04,193
Ckms in FY 18.

As on January 2019 approx. 7.2% of total transmission network is owned by private
players which show cases the need of more private sector participation in this space.
india has been underinvested as far as transmission is concerned, however, recenily
government has been encouraging investments in transmission with approximately
projects worth INR 30,000 crores being awarded in last 2 years.

PGCIL has spent arounc INR 0.9 triion over 2013-16.

Of the tolal capacity-addition projects in transmission during the 12% FYP, about 42%

can be attributed 1o the state sector. The share of private seclor in transmission line
and substation additions since the beginning of 120 FYP is 14% and 7%, respectively,
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as the majority of high-capacity, long-distance transmission projects were executed by
PGECIL and state ransmission ulililies during this period.

847 In order to strengthen the power system and ensure free flow of power, significant
investments would be required in the T&D segment. Moreover, commissioning of
additional generation capacity. rising penetration of renewatle energy, regional
demand-supply mismatches, upgradation of exisling lines, fising cross border power
trading would necessitate huge investments in lransmission sector in India.

B.4.8. Thus, going forward, the share of power sector investments are expected to veer
towards the T&D segment. Moreover, strong government focus on the T&D segment
will also support investments. CRISIL Research expects the transmission segment
share in tolal power sector investments to rise shamly to 33% over 2017-21 from only
20% over 2012-16. Thus, we expect ransmission segmenis investments te increase
1.5 times to INR 3.1 triliion over 2017-21 as compared to the previous 5 year period.

Source: CRISH. Power Transaussion Report ~karch 2019 and IBEF report on Pawer sector in India- January
2019 and Central Electicity Autharity Dala as mentioned i PGCIL and Adani Transmission Limited Anmual

Repori 2017-18.
7. Valuation Approach
7.1, The present valuation exercise is baing undertaken it order to derive the faic BV of the SPV.

7.2. The valuation exercise involves selecling a method suitable for the purpose of valualion, by
exercise of judgment by the valuers, based on the facts and circumsiances as applicable to the
business of the company (o be vaiued.

7.3 Thers are three generally accepled approaches o valuation:

(a) “Cost” approach
(b} “Market” approach
{c) “income” approach

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

Net Asset Value ("NAVT)

The NAY Method under Cost Approach considers the assets and liabiities. including intangible
assels and contingent Habilities. The Net Assets, afler reducing the dues to the preference
shareholders, if any, represent the value of a company.

The NAV Method is appropriate in a case where the main strength of the business is 5 asset
backing rather than its capacity or polential to earn grofits. 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 poini i time.

Additionaily, NAV does not properiy take into account the earning capacity of the business or any
intangible assets thal have no historical cost. In many respects, net asset value represents the
minimumn benchmark value of an operating business,
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Market Approach

Under the Market approach, the valuation is based on the market value of the company in case
of listed companies and comparable companies trading or lransaclion muliiples for unlisled
companies. The Market approach generally refiecls the inveslors’ perceplion aboul the true
worih of the company.

Comparable Companies Mulliples {‘{CCM"} Method

The value is defermined on the basis of multiples derived from valuations of comparable
companies, as manifest in the stock market valuations of listed companies. This valuation is
based on the principle that market valuations, taking place between informed buyers and
inflormed sellers. incorporate ali factors relevant to valuation. Relevant mulliples need to be
chosen carefully and adjusted for differences belween the cirgumstances.

Comparabie Transaclions Multiples (*CTM"} Method

Under the CTM Method, the value is determined on the basis of multiples derived from valuations
of simitar transactions in the industry. Relevant multiples need to be chosen carefully and
agjusted for differences between the circumstances. Few of such mulliples are EV/Earnings
before interest. Taxes, Depreciation & Amortization ("EBITDA™ multiple and EV/Revenue
muitiple.

Market Price Method

Under this method, the market price ¢of an equity share of the company as quoted on a
recognized stock exchange is normally considered as the fair vatue of the equity shares of that
company where such quotations are arising from the shares being reguiady and freely traded
The market value generally reflects the investors’ perception about the true worth of lhe
company.

ingome Approach

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

Discounted Cash Flow {"DCF") Method

Under DCF Melhod value of a2 company can be assessed using ihe Free Cash Flow to Firm
Method ("FCFF") or Free Cash Flow fo Equity Method ("FCFE"). Under the DCF method, the
business is valued by discounting its free cash flows for the explicit forecast period and the
perpetuily value thereafter. The free cash flows represent the cash available for distribution to
both, the owners and creditors of the business. The free cash llows in the explicit period and
lhose in perpetuily are discounled by the Weighted Average Cost of Capital ("WACC"). The
WACC, based on an optimal vis-a-vis actual capital structure, is an appropriate rate of discount
to calcutate the present value of the fukre cash flows as it considers equity-debt risk by
incorporating debt—equity ratio of the firm.

The perpetuily (terminal) value is calcudated based on the business’ potential for further growth
beyond the explicit forecast period. The "constant growth model” s applied, which implies an
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expected constant level of growih for perpetuly in the cash flows over the last year of the
forecas! period.

The discounting facior {rate of discounting the future cash flows) reflects not only the lime vaiue
of money, bul also the risk associated with the business’ fulure operations. The Business/EV
(aggregate of the present valuz of explicit pariod and terminal period cash flows) so derived, is
furlher reduced by the value of debt, if any, (net of cash and cash equivalents) to arvive at value
to the owners of the business.

Conclusion on Valuation Approach

It is pertinent to note that the valuation of any company or ils assets is inherently imprecise and
is subject lo certain uncertainlies and sonlingencies, all of which are dilficull b predict and are
beyond aur control. in performing our analysis, we made numerous assumptions wilh respect to
induslry performance and general business and economic conditions, many of wiich are beyond
the control of the SPY. In addition, this valuation will fluctuate with changes in prevailing marke!
gonditions, and prospects, financial and otherwise, of the SPV, and other factors which generally
influence the valuation of companies and their assets.

Accordingly, we have summarized the application of valuation methed for the current vatuation
exercise as under:

Cost Approach

The exisling book value of EV of the SPV camprising of its Net fixed assels and working capital
is INR 3,823 Mn as at 315 March 2019,

in the present case, since the SPV has entered into TSA, the revenue of SPV is pre-determined
for the life of the project. In such scenario, the frue worth of the business is reflected in its future
earning capacity rather than the cost of the project. Accordingly, since the NAV does not capture

the fulure earning potential of the busingsses, we have nol considered the cost approach for the
cuerent valuation exercise.

Market Approach

The present vaiuation exercise is to undertake a fair EV of the SPV engaged in the power
transmission business for a specific tenure. Further, the tariff revenue expenses are very specific
to the SPV depending on the nature of their geographical location, stage of project, terms ol
profitability. I the ahsence of any exaclly comparabie listed companies with characteristics and
paramelers similar lo lhat of the 8PV, we have not considered CCM method in the present case.
In the absence of adequate details about the Comparable Transactions, we were unable to apply
the CTM method. Currently, the equily shares of SPV are nof listed on any recognized siock
exchange of india. Hence, we are unable to apply market price method.

Income Approach

The SPV is operating as BOOM model based project. The cash inflows of the projects are
defined for 35 years under the TSA. Hence, the growth polential of the SPV and the true worth of
its business would be reflected in ils future eamings polenlial and therefore DCF Method under
the income approach has been considered as an apprapriale methed for the present vaiuation
exercise.
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Valuation of the SPV

We have estimated the EV of the SPV using the Discounted Cash Flow Meihod. While carrying
out this engagement, we have refied extensively on lhe information made available to us by the
Investmenl Manager. We have considered projected financial stalement of the SPV as provided
by the investment Manager.

Valuation
The key assumptions of the projections provided to us by the Investment Manager are:

Key Assumptions

8.1.1. Transmission Revenue: The iransmission tevenue of the SPV comprises of non
escalable transmission revenue and escalable transmission revenue as provided in the
TSA read with Tariff Adoplion Order dated 24" November 2015 for the life of the project.

« Non Escalable Transmission Revenue: The Non Escalable Transmission revenue
remains fixed for the entire iife of the project. We have corroborated the revenue
considered in the financial projections with the respective TSA read with Tariff adoplicn
order dated 24" November 2015 and documents provided to us by the Invesiment
Manager.

+« Escalabte Transmission Revenue: Escalable Transmission revenue is the revenue
component where the revenue is duly sscalated based an the rationale as provided in
the respective TSA read with Tariff adoption order daled 24" November 2015 and
documents provided to us by the Investment Manager. The escalation is to mainly
compensate far inflation.

8.1.2. Incentives: As pravided in the respective TSA, if the annual availability exceeds 88%,
the SPV shall be eniiled to an annual incentive as provided in TSA. Provided no
incentives shall be payabie above the availability of 99.75%. Based on the past track
record of the SPV and the generai industry standard, the annual availabitily shall be
above §8% where the SPV shafl be entitied to the incentives as provided in the TSA.

8.1.3. Penailty: If the annual availability in a contract year falls below 95%, the SPV shall be
liable for an annual penalty as provided in the TSA. Based on our analysis in Para 8.1.2
in the present case it is assumed that the annual availability will not fall below 95% and
hence penaity is not considered in the financial projections.

8.1.4. Expenses: Expenses are estimated by ihe Investment Manager for the projected period
based on the escalation rate as determined for the SPV. We have relied on the
projections provided.

+« Operations & Maintenance (“O&M"): O&M expenditure is estimated by the Investment
Manager for the projected period based on the escalation rate as deiermined for the
SPV. The Investment Manager has projected expenses to be incurred for the Q&M of the
SPV inciuding, but not limited to, transmission line maingnance expenses, rates and
taxes, legal and professional fees and other general and administration expenses. We
have relied on the projections provided by Investment Manager on the operaling and
maintenance expenses for the projected period.

= Insurance Expenses: We understand from the Invesimenl Manager that the insurance
expenses of the SPV will not escalate for the projected period. We have relied on the
projections provided by the Investment Manager on the insurance expenses for the
projected period.
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8.2.

8.3.

8.1.5. Depreciation: The book depreciation has been provided by the Investrnent Manager
For calculating depreciation as per Income Tax Act for the projected period, we have
considered depreciation rate as specified in the Income Tax Acl and WDV as provided
by the Investment Manager.

8.16. Capex: As represented by the Investment Manager, the SPV is not expected 1o incur
any Capex in the projected period.

8.1.7. Tax Incentive: The SPV is eligitle for tax holiday under section 801A of the Income Tax
Act. Such tax holiday shall be available for any 10 consecutive years oul of 15 years
beginning from the date of COD.

8.1.8. Working Capital: The Investment Manager has envisaged the working capitat
requirement of the SPV for the projected period. The working capital assumptions for the

projections as providad by the Invasiment Managar comprises of trade receivables, other
current assets, trade payables and other current Labilites.

impact of Ongoing Material Litigation on Vatuation

As represented by Investment Manager, there are no ongeing litigations that wili affect the
valuation exercise.

Valuation of SPV

Calculation of Weighted Average Cost of Capital for the SPV
831, Cost of Equity:

Cost of Equity (CoE) is a discounting factor to calculate the returns expected by the
equity holders depending on the perceived level of risk associated with the business and
the industry in which the business operates.

Far this pirpose, we have used the Capital Asset Pricing Model (CAPM), which i3 a
commonly used model to determinga the appropriate cost of eguity for the SPV.

K(e)} = Rf + (Rp* Beta) + CSRP
Wherein:
K{e) = cost of equity
Rf = risk free rate
Rp = risk premium i.e. market risk premium over and above risk free rale
Beta = a8 measure of the sensilivity of assets o returns of the overall market
CSRP = Company Specific Risk Premium (In general, an additionat company-specific
risk premium wili be added to the cost of equity caiculated pursuant to CAPM).
For valuation exercise, we have arrived at adjusted cost of equity of 12.38%
8.3.2. Risk Free Rate:

We have applied a risk free rate of return of 7.43% on the basis of the retevant zero
coupon yield curve as on 28" March 2019 for government securities having a maturity
period of 10 years, as quoted on the website of Clearing Corporation of India Limited
("GCIL™.

8.3.3. Risk Premium:;

Risk premium is a measure of premium that investors require for investing in egquily
markets rather than bond or debt markets. A risk premium is calculated as folfows:

‘) Page 20 of 31
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84

8.5

8.3.4.

8.35.

B.3.6.

8.3.7.

Risk premium = Equity markef return — Risk free rate

Wherein:

Equily market return = the average historical market return is estimated at 15.00%.
Risk free rate = 7.43% as explained in para 8.3.2.

Hence, rigk premium is derived as 7 57%

Beta:

Beta is a measure of the sensilivily of a company’s stock price {o the movements of the
averall market index. Normatly we would take a relevant number from a quoted stock
and the market on which it trades. In the present case we (ind il appropriate to consider
the beta of companies in similar business/industry o that of the SPV

VWe have further unleverad that beta based on debt-equily of the respective company
using the following formula:

Unlevered Beta = Levered Beta /{1 + (Debt / Equity) *{(1-T)]

Further we have re-levered it based on debt-equity of the industry stendard using the
following formuta:

Re-levered Beta = Untevered Beta * {1 + (Debt / Equity} *{1-T)]

For our valuation exercise, re-leverad beta has been taken as 0.65.
Cost of Debt:

The calculation of Cost of Debt post-tax can be defined as foliows:
K{d) = K(d) pre tax * {f - T}

Wherein:

K(d) = Cost of debt

T = tax rate as applicable

In present vaiuation exercise, we have considered debtiequity at 70: 30 based on industry
standard.

For valuation exercise, cost of debt has been considered as 8.45%.

Weighted Average Cost of Capital (WACC):

The discount rate, or the WACC, is the weighted average of the expected return on
equity and the cost of debt. The weight of each factor is determined based on (he
company's oplimal capital structure.

Formula for calculation of WACE;

WACC = [K(d) ¥ Debt /{Debt + Equity)] +[K{e) * {1 - Debt {Debt + Equity))}

Accordingly, as per above, we have arrived the WACC of 8.12% for MTL for valuation
{Refer Appendix 1)

We understand from the representation of the Investment Manager thai the SPV will generate
cash flow even afler the expiry of concession period of 35 years as the project is on BOOM
model and the ownership will remain wilh the SPV even after the expiry of 35 years. Accordingly
we have considered Terminal Value after the expiry of 35 years,

Valuation of MTL

8.5.1,

We have relied on the projected financials of MTL as provided by the investment
Manager for the period from 14 April 2019 to 13 December 2052,
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9.1

9.2.

9.3

9.4.

9.5

$.6.

10.

10.1.

852 WACC arrived at for the purpose of valuation is 8.12% for cash flows as per the Base
Case {Refer Appendix |).

8.5.3. For the terminal period, we have considered 0% constant growth rate for FCFF.

8.5.4. As on Valuation Date, we have discountad the free cash flows of MTL using the WACC
of 812% to arrive al the Eaterprise Value by aggregating the present value of cash flows
for explicil period and lerminal period at INR 5,268 Mn (Refer Appendix 1)

Valuation Conclusion

The current valualion has been carried out based on the discussed valuation methodology
cxplained herein earlier. Further, varicus qualitative factors, the businesa dynamics and growth
potential of the business, having regard fo information base, management perceplions, key
underlying assumptions and limitations were given due consideralion.

We have been represented by the investment Manager that there is no potential devolvement on
account of the contingent Kability as of valuation date; hence no impact has of contingent liabitity
has been factored in to arrive at EV of the SPV.

Based on the above analysis the EV as on the Valuation Date of the SPV is INR 5268 Mn
(Appendix 1I).

The falr Enterprise Value of the SPV is estimated using DCF method. The valuation requires
Invesiment Manager to make certain assumptions about the model inputs inciuding forecast cash
flows, discount rate, and credit risk.

Valualion is based on estimates of future financial performance or opinions, which represent
reascnable expectations al a particular point of time, but such information, estimates or opinions
are not offered as predictions or as assurances that 2 particular level of income or profit wili be
achieved, a panticular event will oeccur or that a particular price will be offered or accepted. Actual
resulls achieved during the period covered by the prospective financial analysis will vary from
these eslitales and the varialions may be material.

Accordingly, we have conducted sensitivity analysis on the following model inputs:

Decrease by FairValue - .Increase by

WACC o : S
o R.80% -@8.12% . 0.50%
fmplied WACC 7.62% 812% 8.62%
Enterprise Value (in INR Mn) 5,574 5,268 4,886

Decrease by - increase by
20% Fa_ Va_lue : 0% o

Enterprise Value (in INR Mn) 5,398 268 5,138

L _'_'.thal__:_:t-"ixpa.nses. S

Additienai Procedures to be complied with in accordance with InvIT regulations

Scope of Work

The Schedule V of the SESI inviT Requlations prescribes the minimum set of mandatory
disclosures to be made in the valuation report. In this reference, the minimum disclosures in
valuation report may include following information as well, 50 as 1o provide {te investors with the
adequate information about the valuation and other aspects of the underlying assets of the InviT.
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The addilional set of disclosures, as prescribed under Schedule V of InviT Regulations. to be
made in the vatuation report of Maheshwaram Transmission Limited ["MTL") are as foilows:

»  List of one-time sanctions/approvals which are obtained or pending;
«  List of up to date/overdue periodic clearances.
+  Statement of assets included;

- Estimates of already camied as well as proposed major repairs and improvements along
with estimated time of completion;

+  Revenue pendencies including local authority taxes associated with InviT asset and
compounging charges, il any.

»  On-going and closed material fitigations including tax disputes in relation to the assets, if
any,

*  Vulrerability to natural or induced hazards that may not have been covered in town
planning/ bullding control.

l.imitations

10.2.  This Report is based on the information provided by the Investment Manager. The exercise has
been restricled and kept limited to and based entirely on the documents, records. files, regislers
and infarmation provided 1o us. We have not verified the information independently with any
ather external source.

10.3. We have assumed the genuineness of all signatures, the authenticity of all documents submitted
to us as original, and the conformily of the copies or extracts submitted o us wilh that of the
original documents.

10.4.  We have assumed thal the documents submilted to us by the Investment Manager in connection
with any particular issue are the only documents refated Lo such issue.

10.5.  We have reviewed the documents and records from the limited perspective of examining issues
noted in the scope of work and we do nol express any opinion as o the legal or lechnical
implications of the same.

10.6.  Analysis of Additional Set of Disclosures for MTL

A, List of one-time sanchions/approvals which are obtained or pending’

As informed by the Investment Manager, there have been no additional sanctions/ approvais
obtained by MTL between the period 1 Aprit 2018 o 31%t March 2019, Furlher, we were
informed that there were no applications for which approval is pending. The list of sanctions/
approvals obtained by the Company as on 31% March 2018 is provided in Appendix Il

B, List of up to date/ overdue periodic clearances:

We have included the periodic clearances obtained by MTL in Appendix 1H.

<<This Space is intentionally left blank>>
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C.  Stalement of assets included,

As al 315t March 2019, details of the asset of the SPV are as foliows.

INR Million

Asset Type Gross Block Depreciation Net Biock % of asset

depreciated

Transmission Lines 3.876.1 i68.7 37084 4%

Freehold Land 0.6 - 0.6 0%

Other Assets 0.9 0.6 0.3 B4%
TOTAL 3,877.6 170.2 3,707.3

Source: Provisional Financrals of 31st March 2019

estimaled time of completion;

We noted in the provisional financial statements that MTL has incurred INR 20.21 milion for the
year ended 31% March 2019 for the maintenance charges of Transmission Lines. Based on the
confirmation provided by Investment Manager we expect an increase of ¢.3.47% per annum in
the cost of repairs and mainlenance expenses to be incurred in the future period.

investment Manager has informad ug that there are nu maintenance charges which has been
deferred 1o the upcoming year as the mainlenance achivilies are carried oul regularly. We have
been informed that overhaut maintenance are reguiarly carried ocut by MTL in order to maintain
the working condition of the assets.

E. Revenue pendencies ingluding_local _authorily faxes associated with InvIT _asset and
compounding charges. if any;

investment Manager has informed us that there are no dues including local authority taxes
pending to be payable o the Government authorilies with respact to InviT assets.

F. On-going and closed malerial itigations including tax disputes in relation fo the assels, ifany;

As informed by the Investment Manager, the status of cngoing litigations is updaled in Appendix
V. Investment Manager has informed us that it expects majority of the cases to be setlied in
favour of MTL and accordingly no cutfiow is expected against the litigations.

G.  Vulnerability to natural or induced hazards that may not have been covered in town pianning/
building control,

investment Manager has confirmed (o us that there are no such natural or induced hazards
which have not been considered in lown planning/ building control.
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Appendix | - Weighted Average Cost of Capital of the SPV

Particulars % Remarks

Market Retum 15.00% Market Relum has been considered based on the leng term
awerage returns earned by an equity investor in Inda.

Risk Free Rate 7.43% Risk Free Rate has been considered based on zere coupon yield

curve as at 20™ March 2019 of Govermnment Securities having
maturity period of 10 years, as quoted on CCll's website.

Market Risk Premium 7.57%  Market Premium = Market Return - Risk Free Rate

Beta {relevered) 065 Beta has been considered based on the beta of companies
aperating in the similar kind of business in India

Cost of Equity 12.38% Ke = Rf + 3 x (Rm-Rf) + CSRP

Pre-tax Cost of Debt 8.43%  As represented by the Inwestment Manager

Effective tax rate of SPV  25.37%  Awerage tax rate for the life of the project has been considered

Post-tax Cost of Debt 6.29%  Effective cost of debt. Kd = Pre tax Kd * {1-Effective Tax Rate)

Debt/(Debt+Equity) 70.00% The debt — equity ratio computed as [DHD+E)) is considered as
70% as per industry standard,

WACC 8.12% WACC = [Ke*{(1-DI{D+EN}+[Kd* {14} (DHD+EN]

Page 26 of 31



Strictly Private and Confidential

Chartered Accountanis

Appendix H -~ Valuation of MTL as on 31* March 2019

Cash " -

Year Revenue EBITDA ;B;:;: Capax C?::\?gs Taxation FCFF AF(:;::::-I D;s;:::\ol:ng PVF?L:’::Q:
FY20 575 530 929, - 22 88 420 0.50 0.96 404
Y2 579 524 92% {0} 88 441 1.50 0.89 392
Fyaz 576 528 92% - )] 88 440 2.50 0.82 362
FY23 576 527 91% - 0 a7 440 350 0.76 334
FY24 577 526 91% 0 87 439 450 0.70 309
FYz5 578 525 91% - 0 BY 438 5.50 0.65 286
FY26 578 523 1% - o] 87 437 6.50 0860 263
Fy27 579 522 80% - 0 88 436 7 50 G.58 243
FY28 580 521 0% - o BE 435 850 0.51 224
FY29 580 520 0% - o] BG 434 950 G.48 207
FY30 581 518 89% - 0 86 433 10.50 0.44 191
Fy31 582 517 B89% - 0 85 432 11.50 0.41 i76
FY32 583 516 B8% 0 85 431 12.50 .38 162
FY33 584 514 88% - 0 85 430 1350 0.35 150
FY34 585 513 B88% v o] 84 429 14.50 0.32 138
Fy34 586 512 87% - 0 84 427 15.50 0.30 127
FY36 587 510 8% i 4] 121 389 15 50 028 107
£Y37 588 509 86% 0 141 368 17 50 0.25 a4
FY38 590 307 BG% - 0 141 366 1850 0.24 513
FYag 531 506 86% 0 142 364 19.50 .22 749
FYal 593 504 85% 0 142 262 2050 .20 73
FY41 504 503 86% o3 442 380 2150 016 /7
Fyaz 596 501 84% ¢} 143 358 22.50 0.17 62
Fya3 597 500 84% - o} 143 367 2350 0.16 57
Fya4 599 498 83% - 0 143 388 24 50 0.15 &2
FYd5 G0 496 83% - 4] 142 354 2550 0.14 48
Fyag 803 495 82% o 142 352 2550 0.13 44
FY47 BG5S 493 81% - 0 14z 351 2750 0.z 41
FY48 BO7 491 81% - 0 142 349 2850 0.1 38
FY44 610 450 30% Q 142 348 2950 010 35
FYSC 612 438 80% - 9 141 47 30560 0.0 32
FY5t 615 486 75% - ] 141 345 31.50 .08 29
FY52 518 4B5 78% ~ 0 141 344 32.50 .08 27
FY53+ 437 340 78% - a 99 241 3335 G.07 18
™ 521 483 78% - - 141 342 3335 0.07 25
Present Vatue of Bxplicit Period Cash Flows 4,957
Present Value of Terminal Year Cash Flow N
Entarprise Value 5,268
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Date: 24'™ Aprii 2619
CFAS/2019-20/3

Sterlite investment Managers Limited
F-1, Mira Corporate Suits,

1&2, Mathura Road, Ishwar Nagar,
New Delhi - 110065

India Grid Trust

{Axis Trustee Services Limited acting on behalf of the Trust)
F-1, Mira Corporate Suils,

1&2, Mathura Road, Ishwar Nagar,

New Delhi — 110065

Sub; Valuation as per SEBI {Infrastructure Investment Trusts) Regulations, 2014, as amended
{“the SEBI {nvIT Regulations™)

Dear Sirs/Madams,

We, Haribhakti & Co. LLP, Chartered Accountants ("H&Co."), have been appainted vide lelter dated
28" January 2019, as an independent valuer, as defined under the SEB! InviT Reguiations, by Sterlite
Invesiment Managers Limited ("the Investmant Manager” or “SIML"). acling as the investment
manager for ndia Grid Trust {("the Trust”) and Axis Trustes Services Limited {"the Trustee™) acting as
the trustee for the Trust mentioned above, for the purpose of the financial valuation of Patran
Transmission Company Limited ("PTCL" or “the SPV"). The SPV was acquired by the Trust on 15%
Feb 2018 and is to be valued as per regulation 214} contained in the Chapter V of the SEB! InwT
Regulations.

analysis shouid not be consirued as inveslment advice specifically, we do not EXPIess any opinion on
the suitability or otherwise of entering into any financiat or other transaction with the Trusl.

We enclose our Report providing our opinion on the fair emderprise value of the SPV on a going
concern basis as at 31 March 2019 (*Valuation Date"). Enterprise Value {"EV") Is described as the
total value of the equity in a business plus the value of its debt and debt reiated liabitities, minus any
cash or cash equivalents to meel those liabilities, The attached Report details the vaiuation
methodolagies used, calcutations performed and the conclusion reached with respect lo this

Haribhakt: & Co. 1LP, Chartered Accountants Regn. Mo, AAC 1768, a Hrited liability partneryhipy registered in India o T o 1D fone,
2014 lrum a firm Haribhakti & Co. FRN: 103521w) T

3B,"A” Block, 5"Floor Mona Kampala arcade,Hew 518 B 20, Thiagaraya Road, T.Nagar, Chernaj 600 GI7, india Tel:+91 wd IR A192 Fuxroon
44213 7024

Reyistered officrs: 708, Leeta Business Park, ArdhenKurls Road, Anaher (€3, Mumbai 43 059, india

Gther cifiges: Abmedabad, Bengatung, Coinbraloee, Hyderabad, Kotkzra, Mumibai, New Dedh, Pune,
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We believe that our analysis must be considered as a whole. Selecling portions of aur anaiysis or the
faclors we considered, without considering all factors and analysis legether could create a misleading
view of the process underlying the valuation conclusions. The preparation of a valuation is a complex
process and is not necessarily susceplibie to partial analysis or summary description, Any attempt to
do s0 could fead to undue emphasis on any particular factor of analysis.,

Our valuation and our valuation conciusion are included herein and our Report complies with the
SEB| InvIT Regulations and guigelines, circular or notification Issued by Securities and Exchange
Board of India ("SEBI") there under.

Please note that all comments in our Report must be read in conjunction with the caveals to the
Report, which are centained in Section 2 of this Report. This letter. the Report and the summary of
valuation included herein can ba provided to Trust's advisors and may be made available for the
inspection tw the public as a material document and with he SEBI, the stock exchanges and any
other regulatory ang supervisory authorily, as may be required.

We draw your attention to the fimitation of liability clauses in Section 2 of the Report,

This letter shouid be read in conjunction with the attached Repori.

Yours faithfulty,

For Haribhakti & Co. LLP,
Chartered Accountants

Firmes Registration Nurmber: 1 03523w

>

5. Sundararaman
Parlner

Membership No. 028423
Place: Chennai

Encl: As above
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Definition, abbreviation & glossary of terms

Abbreviations
BDTCL
BOOM
Capex
CCi
CERC
Ckms
CoD
DCF
EBITDA
EV
FCFRE
Fy

FYP
H&Co.
INR

vs
PTCL or the SPV
kv

LTTC

Mn

MTIL

NAV

NCA

O&M

PGCIL

PKTCL.

JTCL

RTCL

SEBI

SEB! nviT Regulations

5GL1

SIML or Invesiment Manager
SPGVL or the Sponsor

Meaning

BEEE&WH&é’?aﬁ&ﬁ&;ﬁ'&éfﬁﬁéﬁ?‘mmh&i' S B
Build-Cwn-Operate-Maintain

Capital Fxpenditure

Clearing Corporation of India Limited

Cenlral Efectricity Regulatory Conumission

Circuil Kilometres

Commercial Gperation Date

Discounted Cash Flow

Earnings Before Inferest Taxes | Depreciation and Amortization
Enterprise Value

Free Cash Flow to the Firm

Financial Year Ended 31 March

Five year Plan

Haribhakti & Co. LLP, Chartered Accountants

Indian Rupees

Indian Valuation Standards. 2018

Patran Transmission Company Limited

Kilo Voits

L.ong Term Transmission Customer

Million

Maheshwaram Transmission Limiled

Net Asset Value Method

Net Current Assets Excluding Cash and Bank Baiances
Operation & Maintenance

Power Grid Corporation of India Limited

Purulia & Kharagpur Transmission Company Limited
Jabalpur Transmission Company Liuiled

RAPP Transmission Company Limited

Securities and Exchange Board of india

SEBI (Infrastructure invesiment Trusts) Regulations, 2014 ag
amended

Sterlite Grid 1 Limited

Sleriite Investment Managers Limitec

Sterlite Power Grid Ventures Limited

the Spv Special Purpose Vehicle
T&D Transmission & Distribution
the Trust or InviT india Grid Trust
fhe Trustee Axis Trustee Services Limited
TSA Transmission Service Agreement
wace . Weighted Average Cost of Gapitat S

Page 5 of 28
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Background

The Sponsaor

Slerlite Power Grid Ventures Limited ("SPGVL” or "the Spansor) is engaged into installation and

aperalivn of sfectricity transmission projects.

The Infrastructure investment Trust
—1t urasirdciure investment Trust

SPGVL s the sponsor for the (ndia Grid Trust {"the Trusty The Tiust was established on 2%

Oclober 2016 by SPGVL and is registered with the Securities and Fxrhange Board of India
("SEBI") pursuant to the SEB) (Infrastructure investment Trusts) Regulations, 2014, as amended
("the SEBI InviT Regulations™. It is established to own inter-state power ransmission assels in
India. The units of the Trust are fisted on the National Slock Exchange of India Limited and BSE
Limited since 8 june 2017.

investment Ma nager

Sterlite Investment Managers Limited {"the Investment Manager” or “SIML") has been appointed

as the investment manager to the Trust by Axis Trusfee Services Limiled {"the Trustee") and wil
be responsible ta carry out the duties of such a person as mentioned under SERI InvlT
Regulations.

Target Financiat Asset to he Valued

The project is located in Patran Village Nihal, Punjab. It was awarded lo Techno Electric and

Engineering Company Limited {'TEECL™) by ministry of pawer for 35 year period from the
scheduted Commercial Cperation Date ("COD") and was acquired by the Trust on 19" February
2018. PTCL operates 400/220 kV S/s at Palran which is connected to the grid by LILO of Patiala-
Kaithal 400kV Dre.

Purpose of Valuation

As per Regulation 21(4) of Chapter V of the SEB] InvIT Reguilations, a yearly valuation of the

assets of the Trust shall be conducted by an independent valyer for the period ended 319 March
201G for a publicly offered thviT, in this regard, Sterlite vestment Managers Limited {"the
Investment Manager” or "SIMLY), acting as the investment manager and Axis Trustee Services
Limited {"the Trustee"} acting as the trustee to the Trust intends to undertake the fair valuation of
Patran Transmission Compary Limited ("PTCL" or "SPY™).

In this regard, the Investment Manager and the Trustee have appointed us, Haribhakti & Co.

LLP, Chartered Accountants ("H&Co."} to undertake the fair valualion at the enterprize leve! of
the SPV as per the SEB| InvIT Regulations as at 31t March 2019 {"Vaiuation Date”). Enterprise
Value (“EV") is described as the total value of the equily in a business plus the value of its debt
and debt related fiabilities, minys any cash or cash equivalents to meel those liabitities.

1.7.2.

1.7.3.

H&Co. declares that:
1.7.1.

It is competent lo undertake the financial valuation in terms of the SEBI InvIT
Regutations;

It is independent and has prepared the Valualion Report {"the Report”) on a fair and
unbiased basis:

# has valued the SPV based on the valuation standards as specified under sub-
regulation 10 of regulation 21 of SERI InviT Regulations.

Page 6 of 28
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18 This Report covers all the disclosures required as per the SEBI inviT Regulations and the

valuation of the SPV is impartiai, frue and fair and in compliance with the SEBI InviT Regulations,

Scope of Valuation

1.9. Nature of the Asset to be Valyed
We have been mandated by the Investment Manager to arrive at the FV of the SPV. Enlerprise
Value ("EV"} is described as the lotal value of the equily in a business plus the value of its debt
and debi refated liabilities, minus any cash or cash equivatents to meet those fiabiifies.

1.10.  Valuation Base

Valuation Base means the indication of the tyne of value being used in an engagement. In the
present case, we have delermined the fair value of the SPV at the enterprise level Fair Value
Bases defined as under:

Fair Value

Fair value is the price that would be received to sell an asset or paid to transfer a fiability in an
orderly transaction between market participants at the valuation date.

.11, Valuation Date

Valuation Date is the specific date at which the vaiue of the assels lo be valued ge!s estimated or
measured. Valuation is time specific and can change with lhe passage of time due fo changes in
the condition of the asset to be valued. Accordingly, valuation of an asset as at a particular date
can be different from other date{s).

The Valuation Date considered for the fair enterprise valuation of the SPV is 31 March 2019
{"Valuation Date”). The attached Repor is drawn up by reference to accounting and financial
information as on 315 Marck 2019, We are not aware of any other evenis having occurred since
31®March 2019 il date of this Report which we deem 1o be significant for our vatuation analysis.

112, Premise of Valus

Premise of Value refers to the condiions and circumstances how an asset is deployed. In the
present case, we have determined the fair enterprise value of the SPV en a going concern value
defined as under:

Going Concern Value

1.13. Going concem value is the value of a business enterprise thal is expected lo continue lo operale
in the future. The intangible elements of going concern value result from factors such as having a
trained work force, an operational plant. the necessary licenses, systems, and procedures in
place etc.

1.14.  For the amount pertaining to the operaling working capitai, the investment Manager has
acknowledged to consider the provisicnat financiat stalements as on 319 March 2019 to carry out
the valuation of the SPV.

2, Exclusions and Limitations

2.1, QOur Reporl is subject to the kmitations detailed hereinafter. This Report is to be read in totality,
and not in parts, in conjunction with the relevant documents referred {o therein.

22, Valuation analysis and resuits are specific to the purpose of valuation and is nol intended o
represent vaiue at any time other {than valuation date of 315 March 2019 {"Valualion Dale™)
mentioned in the Reporl and as per agreed terms of our engagement, It may not bgaglid forany.

- Page 7 of 28
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2.4

2.5

28

27.

2.8.

29

2.10.
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other purpose or as at any other date. Alsa, il may not be valid if done on behall of any other
entity.

This Report, its contents and the resuits are specific to {i} the purpose of vaiuation agreed as per
the terms of our engagements; (i) the Valuaticn Date and {ii) are based on the financial
information of PICL il 31% March 2019, The investment Manager has represented that the
business activities of PTCL have been carried out in normal and ordinary course betwean 31%
March 2018 and the Reporl Date and that no malerial changes have occurred in the operations
and financial position between 31% March 2019 and the Report date.

The scupe of our assignment did not involve us performing audit tests for the purpose of
expressing an opirion on the fairness or accuracy of any financial or analylical information that
was provided and used by us during the course of our work. The assignmenl did not involve us to
conduct the financial or technicat feasibility study. We have not done any independent tachnical
vatuation or appraisal or due diligence of the assets or liabilities of the SPV or any of other entity
mentioned in this Reporl and have considered them at the value as disciosed by the SPV in their
regutatory fifings or in submissions. oral or written, made o us.

tn addition, we do not take any responsibility for any changes in the information used by us to
arrive at our conclusion as set out here in which may occur subsequent to the date of our Report
or by virtue of fact that the details provided to us are incorrect or inaccurate,

We have assumed and relied upon the fruth, accuracy and completeness of the information, data
and financiat terms provided lo us or ysed by us; we have assumed that the same are not
misieading and do not assume or accept any liability or responsibility for any independent
verification of such information or any independent technical valuation or appraisal of any of the
assels, operations or liabilities of SPV or any other entily mentioned in the Report. Nothing has
come to our knowledge to indicate that the material provided fo us was misstated or icorrect or
would not afford reasonable graunds upon which to base our Report.

This Report is intended for the sole use in connaction with the purpese as set out above. |t can
however be relied upon and disclosed in connection with any statutory and regulatory fiting in
connection with the provision of SEBI InviT Regufations. However, we will not accepi any
responsibility to any other party to whom this Report may be shown or who may acquie a copy
of the Report, withoul our writien consent.

[tis clarified that this Report is not a fairness epinion under any of the stock exchange! listing
regulations. In case of any third party having access o this Report, piease note this Report is not
a substitute for the third parly's own due ditigence/ appraisall enquiries/ independent advice that
the third party should undertake for his purpose.

Further, this Report is necessarily based on financial, economic, monetary, market and other
conditions as in effect on, and the information made available {o us or used by us up o, the date
hereof. Subsequent developments in the aforementioned conditions may affect this Report and
the assumptions made in preparing this Report and we shalt not be obliged to update, revise or
reaffirm this Report if information provided to us changes.

This Report is based on the information received from the sources mentioned in para 3 and
discussions with the Investment Manager. We have assumed that no information has heen
withhele that could have influenced the purpose of our Reporl.

Valuation is not a precise science and the conclusions arrived at in many cases may be
subjective and dependent on the exercise of individuat judgment. There is, therefore, no
indisputable single value. We have arrived at an indicalive EV based on our analysis. Whils we
have provided an assessment of the value based on an analysis of information available to ug
and within the scope of our engagement. others may piace a different value on this busingss.

Page 8 of 28
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2.12. Any discrepancy in any tahle / annexure between the fotal and the sums of the amounts listed
are due to rounding-off.

2.13. Valuation is based on estimates of future financial performance or opinicns, which represent
reasonable expectations at a particular point of lime, but such information, estimates or opinions
are not offered as predictions or as assurances that a parlicular levef of income or profit will be
achieved, a particufar even? will occur or that a particilar price will be offered or accepted. Actual
results achieved during the period covered by the prospective financial analysis will vary from
these estimates and the variations may be material.

214 We do not carry out any validation procedures or due diligence wilh 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 financia! forecasts, save for satisfying
alirsalves to the extent possible that they are consistent with other infurination provided to us in
the course of this engagement.

2.15. Qur conclusion assumes that the assels and habilities of the SPV, reflected in their respective
latest balance sheets remain intact as of the Report date.

2.16. Whilst all reasonable care has been taken to ensure that the factual statements in the Repor are
accurate, neither ourselves, nor any of our partners, direclors, officers or employees shall in any
way be fiable or responsible either direclly or indirectly for the contents stated hercin.
Accordingly, we make no representation or warranly, express or implied, in respect of the
completeness, authenticity or accuracy of such factual statements. We expressly disclaim any
and all liabilities, which may arise based upon the information used in this Report. We are not
liable to any third party in relation 1o the issue of this Report.

217, The scope of cur work has been limited both in terms of the areas of the business and
operations which we have reviewed and the extent to which we have reviewed them. There may
be matters, other than those noted in this Report, which migh! be relevant in the context of the
transaction and which & wider scope might uncover.

2.18. Forthe present valuation exercise, we have also refied on information available in public domain:
however the accuracy and timelings of the same has not been independenlly verified by us,

2.19. In the particular circumstances of this case, our liability (in contract or under statute or otherwise)
for any economic loss or damage arising out of or in connaction with this engagement, however
the Joss or damage caused, shall be limited to the amount of fees actually received by us from
the Investment Manager, as {aid out in the engagement letter, for such valuation work.

2.20. In rendering this Report, we have not provided any legal, regulatory, tax, accounting or actuarial
advice and accordingly we do not assume any responsibility or fiability in respect thereof,

2.21. This Report does not address the retalive merits of investing in InviT as cormpared with any other
alternative business ransaction, or olher alternatives, or whether or not such alternatives could
be achieved or are available.

2.22. We are not advisors with respect to legal tax and regulatory matters for the proposed transaction.,
No investigation of the SPV's claim to (it of assets has been made for the purpose of 1this
Report and the SPV's claim o such rights have been assumed to be valid. No
consideration has been given fo lisns or encumbrances against the assels, beyond the
loans disciosed in the accounts. Therefore, na responsibility is assumed for matters of a iegai
nafure.

2.23. We have no present or planned fulure inlerast in the Trustee, Investment Manager or the
SPV and the fee for this Report is not contingent upon the vaiues reported hersin, Our
valuation analysis should not be construed as investment advice; specifically, we do not express
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36
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38,

39

Chartored Accountants
any opinion on the suitability or otherwise of entering into any financial or other fransaction with
the Investment Manager or the SPV.
We have submilted the draft valuation report lo the Trust and Invesiment Manager for
confirmation of accuracy of factual data used it our analysis and ¢ prevent any error or
inaccuracy in the finat valuation report.

Limitation of Liabilities

2.25.1. H is agreed that, having regard to the H&Ca.'s interest in lmiting the personal liability
and rxposure to litigation of its personnel. the Spansor, the investmant Manager and
the Trust will not bring any claim in respect of any damage against any of the H&Co's
personnel personally.

2.252. in nG circumstances H&Co. shall be responsible for any consequential, special, direct,
indirect, punitive or incidental loss, damages or expanses {including loss of profits,
data, business, opportunity cost, goodwill ar indemnification) in connection with the
performance of the services whether such damages are based on breach of conlract,
tort, strict liability, breach of warranty, negligence, or otherwise) even if the Investment
Manager had contemplated and communicated to H&Co. the likelihood of such
damages. Any decision 1o act upon the deliverabies is to be made by the investment
Manager and no communication by H&Co. should be treated as an invitation or
inducement to engage the Investment Manager [o act upon the deliverabie,

2.25.3. It is clarified that the SIML and Trustee will be solely responsibie for any delays,
additionat costs, or other liabilties caused by or associaled with any deficiencies in
their responsibilities, misrepresentations, incorrect and incomplete information
including information provided to determine the assumptions.

2,254 H&Co. will not be liable i any foss arises due Lo the provision of false, misleading or
incomplele infermation ar documentation by SIML or the Trustee.

Sources of Information
For the purpose of undertaking this valuation exercise, we have refied on the following sources of

information provided by the Investnient Manager:

Audited financial statements of PTCL for the Financial Year ('FY") ended 31* March 2017 and
31" March 2018;

Provisional Profit & Loss Account and Balance Sheet for the period ended 315 March 2019
Projected Profit & Loss Account and Working Capilal requirements of PTCL from 14 April 2018 to
10™ November 2051;

Detaits of brought forward losses (as per lncome Tax Act} as at 31% March 2019;

Details of Written Down Value (as per Income Tax Act) of assets as at 315 March 2018;

Details of projected Repairs and Capital Expenditure ("Capex”) as represented by the Investment
Manager.

As on 31 March 2019, India Grid Trust holds 100% equity stake in PTCL including the beneficial
ownership. As represenied to us by the Investment Manager, there are no changes in the
sharehoiding pattern from 31 March 2019 1o the date of issuance of this Repori.

Transmission Service Agreement (“TSA™ of PTCL with Long Term Transmission Customers
{"LTTCs"} and Tariff adoption order by Central Electricity Regulatory Commission ("CERC™
dated 17" July 2013 and 5™ August 2014,

Management Representation Letter &y investment Manager dated 23" April 2018,
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Procedures adopted for current valuation exercise

We have performed the vatuation analysis, to the extent applicable, in accardance with Indian
Valuation Standards, 2018 ("1VS") issued by the Institute of Chartered Accountants of India read
with sub-reguiation 10 of regulation 21 of SEBI InvIT Regutations.

In conneclion with the analysia, we have adopled the following precedures to carry out the
valuation analysis:

421 Requesled and received financial and qualitative information relating to the SPV:

4.2.2. Cbtained and analyzed data available in pubiic domain, as considered relevant by us;

re

4.2.3.  Discussions with the Management on:

* Understanding of the businesses of the SPV - business and fundamental faciore
that affect its earning-generating  capacity including  strengths, weaknesses,
opportunities and  threats analysis and historical and expecied financial
performance;

424, Undertook industry analysis:

* Research publicly available market data including economic factors and industry
trends that may impact the valuation

* Analysis  of key trends and  valuation  multiples  of comparable
companies/comparahie ransactions, if any, using proprietary  databases
subscribed by us.

425  Analysis of olher publicly available information

4.2.8 Sefection of valuation approach and valuation methodolagy/(ies), in accordance with
VS, as considered apprapriate and relevant by us.

427 Determination of fair EV of the SPV.

The Trust

The Trust is registersd with SER| pursuant (o the SEBI inv(T Regulations. The Trust was
established on 21% October 2018 by SPGVL to own inter-state power {fransmission assels in
India, The units of the trust are fisted on the National Stock Exchange of India Limited and BSE
Limited since 8" June 2017,

The Trust had acquired two revenue generaling profects, Bhopal Dhule Transmission Company
Limited ("8BDTCL") and Jabalpur Transmission Company Limited {JTCL™) from its Sponsor on
30™ May 2017 On 150 February 2018, the Trust acquired three additional revenue generating
projects from its Sponsor, namely, Maheshwaram Transmission Limited {"MTL"), Purulia
Kharagpur Transmission Cempany Limited ("PKTCL") and RAPP Transmission Limited ("RTCL™,
Further, the Trust hag acquired anather revenue generaling project, namely, PTCL 19% February
2018 from Techno Electric & Engineering Company Limiled.

The Trust, pursuant fo the ‘Right of First Offer’ deed had & ‘right of first offer’ to acquire

eight projects of the Sponsor out of the same three are acquired and five can still be
acquired pursuant to ‘Right of First Offer" 4
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54, Foliowing is the financial summary of the projects which the Trust had acquired from the sponsor

namely, BOTCL, JTCL, MTL, RTCL
Company Limited:

and PKTCL and PTCL from Techno Eleclric & Engineering

Enterprise Vé:i_q_e (INR Mn)

Asset Name 30-Sep-18 31-Mar-18 30-Sep-17 31-Mar-17 31-Mar-16  31-Mar-15  Acquisition
Value
"BDTCL 9694 20319 T AA 21,5417 27,813 20,113 37 020"
JTCL 14,937 15,431 18,088 16,125  19,407* 14,245 e
MTL 5423 5564 5,218 NA 4,897
RTCL 4,084 4054 3.935 NA 3,542
PKTCL 6,481 6,618 8512 NA 5,881
PTCGL 2,401 NA . ..2320

‘Consolidated Purchase Frice paidd by the Trust lor the acquisition ot the time of Instial Pulsiic Offer of units of the trust

MFor dTCL, the Investmant Manager had previousty projected the incremental revenus to be al 40% of the non ascalible
fevenue charges dunng the valistion exercise of 31 March 2016, howsver Ihe same was subsequently reduced to

9.8503% of non pscalable chargas during the

valuaton exercise of 31 barch 2017 as northe CERC arder dated & May

2017,
PTCL or the 8PV

55. Summary of details of the Project are as foliows:
Parameters Details
Project Cost INR 2,250 Mn

Totai Length
Scheduled COD
Expiry Date
Trust's stake*

0 ckms (only substation)

11" Novermnber, 2016

35 years from the scheduled COD
46%

5.6, The PTCL project located in Patran Village Nilval, Punjab was awarded to TEECL by the Ministry

of Pawer for a 35 year period from

the scheduled commerciai operation date on a Build-Own-

Operate-Maintain ("BOOM™) basis. The expiry date of TSA shail be the date which is 35 years
from the scheduled COD of the project.

5.7. The project’s need arose because of the partial grid disturbance in the Patial — Sangrur district of
Punjab in July 2011.There were 5 substations of 220 kV in the vicinity and a need for 400 / 220
kV substation was felt to avoid tha unbalanced ioading. The 400/220 kV S/s at Patran would be
connected o the grid by LILO of Patial-Kaithal 400 kv D/C

basis:

5.8, The project consists of the following transmission fines and is being implemented on contract

Transmission line /
Sub-Station

Location  Specifications

Commission  Contribution to
date total tariff

Patran,

Patiala-Kaitha .
“ Punjab

400 kv O/iC 21 Jdune, 2018 100%
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5.9, Following is the map showing area covered by PTCL (nol drawn to scale).

5.10. Operating Efficiency history of PTCL: -

'4‘2 0% 1.89% 20D% T BS 1 4% 1 88% 200% 1 4zz 1.26% 1 95% ¥ 00%

Bt T - LI S

Q3 o4
FY17 FY17 FY17 FY15 Fy18 FY18 FY18 £Y18 FY10 FY19 FY1g

02 Q3 Q4 Q1 Q2 Q3 a4 a

Normative Availabiity Availability Over Normative

<<This Space is mtentionally left blank>>

Page 13 of 28



Strictly Private and Confidentiat

5.11.  Pigtures of the SPV:

6.1.

82

6. Qverview of the Industry

Introduction:

6.1.1.  India is the third largest producer and third largest consumer of electricity in the world.
with the installed power capacity reaching 356.1 GW as of March 2019. The couniry
also has the fifth largest instalied capacity in the world.

6§.1.2.  Per capita elecljicily consumplion in the counlry grew at a CAGR of 4.96 per cent,
during FY14-FY18, reaching 1,149 KWh in FY18,

Demand and Supply

8.21.  Dermand: India continues fo be a power deficient country even after an increasing lrend
in demand in the past. It is expecled thai energy requirement will continue to grow at
healthy CAGR of 7.5% to 8% over FY 17 to FY 21. The primary growth drivers for rapid
expansion in India's energy demand include investments in industrial and infrastructure
development, rising per capita energy consumption levels elc.

6.22.  Supply: India has seen a robus growih in the installed power generation capacity in the
past four years. The instailed power generation capacily has grown at a CAGR of
~9.08% from ~243 GW in FY 14 to ~ 347.22 GW as of December 2018 (Source;
IBEF),

<<This Space is intentionaily left blank>>
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6.3.1,

63.2
6.3.3.

6.3.4.

8.4.1.

6.4.2.

54.3.

6.4.4.

6.4.5,
5.4.8.

Civartered Acconnt;

India's economic outlock

According te World Bank, India has retained its position as the fastest-growing
economy in the world in 2015, after overiaking China in the previous year. Based on its
estimates, India wilf continue fo occupy the top slot among major economies with a
growth rale of 7.7% to 7.8% until 2019, India's growlh rate is significantly higher than
the world average of around 4% and is also higher than other developing ecenomies,
such as China, Brazil, Indonesia and sub-Sakaran African nations.

Power is one of the key sectors allracling FDM inflows into India.

From April 2000 to June 2018, India recorded FDI of US$ 6.8 bhilien in non-
conventional energy seclor, New and renewabls energy sector withessed maximum
pawer generation capacity addition, since 2000.

Curnulative FDI! inflows into the secior from Aprit 2000-December 2018 were USS
14.22 billion,

The ongoing liberafization of India's FDI regime has also led to a surge in investmeants,
especially after the launch of the ‘Make in India’ campaign in Cctober 20t4. The FDI
inflow has doubled to $ 44.8 billion in fiscal 2018 from § 22 billion in around 2014.
Reduced macroeconomic vulnerability, coupled with improved government spending in
infrastructure sectors, has enhanced India’s Global Competitive Index (GC{) ranking to
58in 2017-18 from 71 in 2014-15,

Power transmission network in india

The transmission segment piays a key role in (ransmitting power conlinuously from the
generation plants to various distribution entities. Transmission and sub-lransmission
systems supply power to the distribulion system, which, in lurn, supplies power to end
consumers. In india, the Transmission and Distritution {'T&D") system is a three-ter
structure comprising distribution networks, state grids and regional arids,

The distribution networks and state grids are primarily owned and operated by the
fespective State Transmission utilities or state governments {through state efecincity
departments). Most inter-stale and inter-regional transmission links are owned and
operated by Power Grid Corporation of India Limited ("PGCIL"), which facilitales the
ransfer of power from a surplus region to the ones with deficit,

The government's focus on providing electricity to rural areas has ied fo the T&D
system being extended {o remole villages. The total length of transmission lines in the
country has grown at a slow rate of 6% CAGR during FY 11 and FY 17. The tota!
transmission network has increased from 4,07,589 Ckms in FY 11 to around §,04,193
Ckms in FY 18,

As on January 2019 approx. 7.2% of total lransmission network is awned by private
players which showcases the need of mare private sector participation in this space.
India has been underinvested as far as transmission i$ concerned, however; recently
government has been encouraging investmenis in transmission with approximately
projects worth INR 30,000 crores being awarded in las! 2 years.

PGCIL has spent around INR 0.9 trilfion over 2013-16.

Of the total capacity-addition projects in tfransmission during the 12 FYP, about 42%
can be atirisuted fo the state seclor The share of privale sector in transmission fine
and substation additions since the beginning of 12" FYP is 14% and 7%, respectively,

-
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7.

71,
7.2

7.3

74

as the majority of high-capacity, long-distance transmission projects were execuled by
PGCIL and state transmission ulifities during this peried.

647 In order to strenglhen the power system and ensure free flow of power, significant
investments would be required in the T&D segment. Morszover, cominissioning of
additlonal generation capacity, rising penetration of renewabic anergy, regional
demand-supply mismatches, upgradation of existing fines, rising cross border power
trading would necessitate huge investments in transmission sector in India.

64.8. Thus. going forward, the share of power sector inveslinents are expected to veer
towards the T&D segment. Mareover, strong government focus on the T&D segment
will also support investments, CRISIL Research expects the transmission segment
share in total power sector investments fo rise sharply ta 33% over 2047 21 fram only
20% over 2012-16. Thus, we expect transmission segments investments to increase
1.5 times 1o INR 3.1 trillion over 2017-21 as compared to the previous § year period.

Sovrce: CRISH. Power Transrmnssion Report -March 2018 and 1BEF repoit on Power secier in india- January 2019 and
Contral Electiioiy Authordy Bata as mentioned in PGCIL and Adani Trensmission Limited Arnust Report 2017-18

Valuation Approach

The present vailuation exercise is being undertaken in order to derive {he fair EV of the SPV.
The valuation exercise involves selecting a method suitabie for the purpose of valuation, by
exercise of judgmaent by the vatuers, based on the facls and circumstances as applicable to the
business of the company to be valuad.
There are three generally accepled approaches to valuation:

{a) "Cost" approach

(by "Market” approach

{¢} "Income" approach

Cost Approach

The cost approach vaiies the underlying assels of the business to determine the business value.
This valuation method carries more weight with respect to holding companies than operating
companies. Also, asset value approaches are more relevant to the extenl that a significant
portion of the assets are of a nature that could be liquidated readily if so desired.

Net Asset Value ("NAV")
The NAV Method under Cost Approach considers the assels and liabilities, including intangible
assels and contingen! fiabilittes. 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 where the main strength of the business is its asset
backing rather than its capacity or potential to earn profits. This valuation approach is aiso used
in case where the firm is to be iiquidated i.e. it does not meet the “going concern” criteria.

As an indicator of the tatal value of the entity, the nel asset value mathod has the disadvantage
of only considering the status of the business at one point in time.

Additionally. NAV does not properly take inlo account the earning capacity of the business or any
infangible assets that have no histarical cost. In many respects, net asset value represents the
minimum benchmark vaiue of an operating business. o
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Market Approach

Under the Market anproach, the valuation is based on the market vaiue of the company in case
of listed companies and comparable companies trading or transaction mulliples for untisted
companies. The Market approach generally reflects the investors’ perceplion about the true
worth of the company.

Comparable Companies Multiples {"CCM"™) Method

The value is determined an the basis of mulliples derived fiom valuations ¢ comparabie
companies, as manifest in the stock market valuations of fisted companies. This valuation is
hased on the principle that markel valuations, taking place between informed buyers and
informed sellers, incorporate ail faciors relevant to valuation  Relevant mulliples nced fo be
chosen carefully and adjusted for differences between the circumstances.

Comparable Transactions Multiples ("CTM™ Method

Under the CTM Method, the value is determined on the basis of mulliples derived from valuations
of simifar ransactions in the industry. Reievant muitiples need o be chosen carefully and
adjusted for differerces belween the circumstances. Few of such multiples are EV/Earnings
before interest, Taxes, Depreciation & Amortization ('EBITDA”) multipie and EV/Revenue
multiple.

Market Price Methoy

Under this method, the market price of an equity share of the company as quoted on a
iecognized stack exchange is normally considered as the fair value of the equity shares of that
company where such quotations are arising from the shares being regularly and freely fraded,
The market valye generally reflects the investors’ perception abou! the true worth of the
COmMpany.

Income Approach

The incore 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 eaming capability. The
Discounted Cash Flow Method under the income approach seeks lo arrive at a valuation based
on the strength of future cash flows.

Discounted Cash Flow ("DCF") Methaod

Under DCF Method value of g company can be assessed using the Free Cash Flow 1o 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 expiicit forecast period and the
perpetuity value thereafter. The free cash flows fepresent the cash avaiiable for distribution to
bath, the owners and creditors of the business. The free cash flows in the explicit period and
those in perpetuity are discounted by the Weighted Average Cost of Capital ("WACC™). The
WACC, based on an optimal vis-&-vis actual capital structure, is an appropriate rale of discount
to caiculate the present value of the future cash flows as it considers equity-debl risk by
incorporating debt-equity ratio of the firm.

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 n]

Page™7 of 28




Strictly Private and Confidential Charnlered Accountants

expecled constant level of growih for perpetulty in the cash flows over the fast year of the
forecast period.

The discounting factor (rate of discounting the future cash flows) reflects not only the time value
of money, but also he risk associaled with the business’ fulure operations. The Business/EV
(aggregate of the present value of explicit period and terminal period cash flows) so derived, is
further reduced by the value of debt, if ary, (net of cash and cash equivalents) to arrive at value
to the owners of the business

Conclusion on Valuation Approach

Itis pertinent to note that the valuation of any company or is assets is inherently imprecise and
is subject to cerlain unceraintics and contingencies, all uf which are difficult to predict and are
beyond our controt. In performing our analysis, we made numerous assumptions with respect to
industry performance and general business and egonemic conditions, many of which are beyond
the control of the SPV. In addition, this vatuation will fluctuate with changes in prevailing market
canditions, and prospects, financial and otherwise, of the SPV, and ather factors which generalty
influence the valuation of campanies and their assets.

Accordingly, we have summarized the application of valuation method for the current vaiuaticn
exgrcise as under:

Cost Approach

The existing book value of EV of ihe SPV comprising of its Net fixed assels and working capital
is INR 1,866 Mn as at 31* March 2019,

in the present case, since the SPY has entered into TSA, the revenue of SPV ts pre-determined
for the life of the project. In such scenario, the frue worth of the business is reflected in its fulure
aarning capacity rather than the cost of the projact. Accordingly, since the NAV doss nol capture
the future eaming potential of the businesses, we have not considered the cost approach for the
current valuation exercise.

Market Approach

The present valualion exercise is to undertake a fair £V of the SPV engaged in the power
fransmission business for a specific tenure. Further. the tariff revenue expenses are very specific
to the SPV depending on the nature of their geographical location, stage of project, terms of
profilability. in the absence of any exaclly comparabie lisled companies with characteristics and
parameters simifar to that of the SPV, we have not considered CCM method in the present case.
In the absence of adequate details about the Comparable Transactions, we were unable lo apply
the CTM method. Currently, the equity shares of SPY are nol listed on any recognized stock
exchange of india. Hence, we are unabie to apply market price method.

income Approach

The SPV is operating as BOOM model hased project. The cash inflows of the projects are
defined for 35 years under the TSA., Hence, the growth potential of the SPV and the true worth of
its business would be reflected in its future earnings potential and therefore DCF Method under
the income approach has been considered as an appropriate method for the present valuation
exercise. )

o
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Valuation of the SPV

We have estimated the EV of the SPV using the Discounted Cash Fiow Method. While carrying
out this engagement, we have relied extensively on the information made available to us by the
Investment Manager. We have considered projected financial statement of the SPV as provided
by the Investment Manager,

Valuation

The key assumptions of the prejections provided to us by the Investment Manager are:

Key Assumptions

811,

8.1.2.

Transmission Revenue: The transtnission revenue of the SPV comprises of non
escalable {ransmission revenue and escalable transmission revenue as provided in the
TSA read with Tariff adoption crder dated 5" August 2014

Non Escalabfe Transmission Revenue: The Non Escalable Transmission revenue
remains fixed for the entie life of the project. We have corroborated the revenue
considered in the finangial projections with the respective TSA read with Tariff adoption
order dated 5" August 2014 and documents provided lo us by the [nvestment Manager.

Escalable Transmission Revenue: Escafabie Transmission revenue is the revenue
component where the revenue is duly escalated based on the rationaie as provided in
the respective TSA read with Tariff adoption order dated 5™ August 2074 and documents
provided to us by the Investmen! Manager. The escatation is to mainly compensate for
the inflation factor.

Incentives: As provided in the respeclive TSA, if the annual availabilily exceeds 98%.
the SPV shall be entitled to an annual incentive as provided in TSA. Provided no
incentives shall be payable above the availabifty of 99.75%. Based on the pasi track
record of the asset and the general indusiry standard, the annual avaitability shalt be
above 98% where the SPV shall he entitled to the incentives as provided in the TSA,

Penaity: if the annual availability in a contracl year falls below 95%, the SPV shall be
fiable for an annual penalty as provided in the TSA. Based on our analysis in Para 8.1.2,
in the present case, it is assumed that the annuat availability wifl not fall below 95% and
hence, penatly is not considered in the financial projections.

Expenses: Expenses are estimated by the Investment Manager for the projected period
based on the escalation rate as determined for the SPV. We have refied on the
projections provided.

Operations & Maintenance {"0&M"): O&M expenditure is estimated by the Invastment
Manager for the projecled period based on the escalation rale as determined for the
3PV, The Investment Manager has projected &xpenses to be incurred for the O&M of the
SPY including, but not limited to, fransmission line maintenance expenses, rales and
taxes, tegal and professional fees and other general and administration expenses. We
have relied on the projections provided by Investment Manager on the operating and
maintenance expenses for the projected perind.

Insurance Expenses: Wg understand from the Investment Manager that the insurance
expenses of lhe 5PV will not escalate for the projecled period. We have relied on the
projections provided by the Investment Manager on the insurance expenses for e

-~y

projected period. }

-~
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8.1.5.

8.17.

Depreciation: The book depreciation has been provided by the Investment Manager.
For Capex as mentioned i para 8.1.6. we have assumed the same 'o be fully
depreciable over the fife of the project. For calculating depreciation as per Income Tax
Acl for the projected period, we have considered depraciation rate as specified in the
mcome Tax Act and WDV as provided by the Investment Manager.

Capex: As represented by the Investment Manager, the SPV is expected to incur INR 27
Mn every year till the expiry date from the financial year ended 315 March 2020 in the
projected geriod. The book depreciation on the said Capex has been provided by the
investment Manager.

Tax Incentive: The SPV is eligible for tax hoiiday under section 80IA of Income Tax Act.
Such tax holiday shali be avaiable for any 10 consecutive years out of 15 years
beginning from the date of COD.

Working Capital: The investment Manager has envisaged the working capital
requirement of the SPV for the projected period. The operating working capital
assumptions for the projections as provided by the Investiment Manager comprises of
trade receivables and trade payables.

Impact of Ongoing Material Litigation on Valuation

As represented by Investment Manager, there are no ongoing litigations that will affect the
valuation exercise.

8.13.2.

Calculation of Weighted Average Cost of Capital for the SPV

8.3.1.

Cost of Equity:

Cost of Equity {CoE) is a discounting factor to calculate the returns expected by the
gquity holders depending on the perceived level of risk associated with the business and
the industry in which the business operates.

For this purpese. we have used the Capital Assel Pricing Modet (CAPM), which is a
commaonly used model to determine the appropriate cost of equity for the SPv.

K{e) = Rf + (Rp* Beta) + CSRP

Whereain:

Kie} = cost of equity

Rf = risk free rate

Rp = risk premium i.2. market risk premium over and ahove rigk free ralg
Beta = a measure of the sensitivily of assets to refurns of the overall market

CSBRF = Company Specific Risk Premium {In general, an additionai company-specific
risk premium will be added to the cost of equily calculated pursuant to CAPM).

For vaiuation exercise, we have arrived at adjusted cost of equily of 12.49%

Risk Free Rate:

We have applied a risk free rale of return of 7.43% on the basis of Ihe ralevant zero
coupon yield curve as on 29% March 2019 for government securities having a maturity
period of 10 years, as quoted on the website of Clearing Corporation of India Limite
("CCIL™.
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8.4,

8.3.3.

8.3.5.

8.3.86.

8.3.7.

ountants

Risk Premium;

Risk premium is a measure of premium hat investors require for investing in equity
markets rather than bond or debt markets. A fisk premiwm is caleulated as follows:

Risk premium = Equity market return - Risk freg rale

Wherein:

Equity market return = the average historical markel refurn is estimated at 15.00%.

Risk free rate = 7 43% as expiained in para 8.32.

Hence, risk premium is derived ag 7.57%.

Beta:

Beta is a measure of the sansilivity of a company's stock price W the moverments of the
overall market index. Normally we would take a relevant number from a guoted stock
and the market on which it trades. In the present case, we find it appropriate 1o consider
the beta of companies i similar business/ industry 1o that of the 3PV

We have further unlevered that beta based on debt-equity of the respective company
using the following formula:

Unlevered Beta = Levered Beta / {1+ (Debt/ Equity) (1-T)]

Further we have re-levered it based on debt-equily of the incdustry standard using the
following formula:

Re-levered Beta = Unievered Beta * [1 + (Debt/ Equity) *{1-T))

For our valuation exercise, re-levered beta has been taken as .67,

Cost of Debt:

The calculation of Cost of Debt post-tax can be defined as follows:

Kid) = K{d) pre tax * (1 T}

Wherein:

K{d) = Cost of debt

T = lax rate as applicable

In present vatzation exercise, we have considerad debt:equily at 70:30 based an industry
standard.

For valuation exercise, pre-tax cost of debt has been considered as 8.45%.

Weighted Average Cost of Capital (WACC):

The discount rate, or the WACC, is the weighled average of the expected retumn on
equity and the cost of debt The weight of each factor is determined based on the
company's optimal capital structure.

Formula for calculation of WACC:

WACC = [K¢d) * Debt N(Debt + Equity)] +[K(e) * {1 - Debt {Debt + Equity)))

Accordingly, as per above, we have amived the WACC of 8.32% for PTCL, (Refer
Appendix 1)

We understand from the representalion of the Investment Manager that the SPY wll generate
cash flow even after (he expiry of concession perfod of 35 years as the project is on BOOM
modef and the ownership will remain with the SPV even after the expiry of 35 years. Accordingly
we have considered Terminal Value after the expiry of 35 vears.
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B.5.

9.

9.1,

9.2

9.3

9.4.

9.5

98.

Valuation of PTCL

851. We have relied on the projected financials of PTCL as provided by the Investment
Manager for the period from 15t Aprit 2019 to 16th November 2051

B.5.2, WACC arrived at for the purpose of valuation is 8.32% for cash flows (Refer Appendix 1),
8.5.3. For the terminai period, we have considered 0% constant growth rate for FCFF.

854, As on Valualion Date, we have discounted the free cash flows of PTCL using the WACC
of 8.32% lo arrive at lhe Enterprise Vatue by aggregating the present vatue of cash flows
for explicit period and terminal period at INR 2,423 Mn (Refer Appendix 13}

Valuation Conclusion

The current valuation has been carried out based an the discussed valuation methodology
explained herein earfier. Further, various qualitative factors, the business dynamics and growih
potential of the business, having regard to information base. Management perceptions, key
underlying assumptions and limiations were given due consideration.

We have been represented by the investment Manager that there is no potential devolverment on
account of the contingent liability as of valuation date: hence no impact has been factored in fo
arrive at EV of the SPV.

Based on the above analysis the £V as or the Valuation Date of the SPV is INR 2,423 Mn.
(Refer Appendix 1.

The fair Enterprise Vaiue of the SPV is estimated using DCF method. The valualion fequires
investiment Manager lo make certain assumptions about the medel inputs inctuding forecast cash
flows, discount rate, and credit risk.

Valuation is based on eslimates of future financial performance or opinions, which represent
reasonable expectations at a particular point of time, but such information, estimates or opinions
are not offered as predictions or as assurances that a particular level of income or profit will he
achieved, a particular event will occur or thal a particular price witl be offered or accepted. Actual
results achieved during the periodt covered by the prospective financial analysis will vary from
these estimales and the variations may be malerial.

Accordingly. we have canducted sensilivity analysis on the foilowing mods! inputs:

T i T Decrease .. Fair Increase by
Sl WACG oo bygsoy, | Yalue o TERSE Y
Iimplied WACC 7.82% B.32% 8.82%
Enterprise Vailue {in INR Mn} 2,542 2,423 2.318

T T R, Worpy e “:Falr: - Increase by
~Total Expenses - Pecrease . .Fair. . Increase b
R b ) L e 0%

Enterprise Value {in INR Mn) 2,517 2,423 2,330

<<This Space is intentionally feft blank>>
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10. Additional Procedures to be complied with in accordance with InviT regulations

Scope of Work

10.7. The Schedule V of the SEBI InviT Regulations prescribes the minimum set of mandatory
disclosures to be made in the valuation feporl. In this reference. the minimum disclosures in
valuation report may include following information as well, so as to provide the investors with the
adequate information about the vajuation and other aspects of the underlying assels of the InvIT.
The additionat set of disciosures, as prescribad under Schedule V of InviT Regulations., to be
made in the valuation report of Patran Transmission Limited ("PTCL") are as foliows:

= List of one-time sanctions/approvals which are sblaired or pending:
*  Listof up to date/overdus periodic clearances;
*  Slatement of assets incladed:

+  Estimates of already carried as well as proposed major repairs and improvements along with
estimated time of compietion;

*  Revenue pendencies frcluding focal authority taxes associated with InviT asset and
compounding charges, if any;

* On-going and closed materia? litigations including tax disputes in relation to the assels, if
any,

* Vulnerability to natural or induced hazards that may not hava been covered in town planning/
building control,

Limitations

i0.2. This Repor! is based on the information provided by the invesiment Manager. The exarcise has
been restricted and kept limitad to and based entirely on the documents, records, files, registers
and information provided to ys. We have not verified the information independently with any
other external source,

103, We have assumed the genuineness of all signalures, the authenticity of alf decuments submilled
to us as original, and the conformity of the copies or extracts submitted to us with that of the
original documents.

4. We have assumed that the documents submitted 1o us by the Investment Manager in connection
with any particular issue are the only documents refated to such issue.

105, We have reviewed the documents and records from the limited perspective of examining issues
noted in the scope of work and we do not express any opinion as to the fegal or technicat
implications of the same.

10.6.  Analysis of Additional Set of Disclosures for PTCL

A List of one-time sanclions/approvais which are obtained or pending;

As informed by the Investrmant Manager, there have been no addifional sanctions/ approvals
obtained by PTCL between the period 1 April 2018 to 31* March 2019. Further, we were
informed that there were no applications for which approval is pending. The iist of sanctions/
appravais obtained by the Company as on 317 March 2018 is provided in Appendix 1)1,

B, Listof up to date/ overdue periodic: clearances; )

We have included the periodic clearances obtained by PTCL in Appendix IIf.
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Statement of agsels inciuded:

A= Al s LR KL Y

As at 31st March 2018, details of the assel of the SPV are as follows -

INR Mition
o,
Asset Type S; :g: Depreciation Net Black de/::rzfc?:t?dt
Property, Plant &
Eqmpmen[s 2,1417 4707 1.721.0 20%
Land B7.3 - 87.3 -
TOTAL 2,229.0 420.7 1,808.3

Source: Provisional Financials of 37st March 2019

Estinates of aready carried as well as proposed major repairs and improvements along with

estimated lime of completion;

We noted in the provisional financial statements that PTCL has incurred INR 5.65 Million for the
year ended 31* March 2019 for the maintenance charges of Transmission Lines. Based on the
confirmation provided by Investment Manager we expect an increase of ©.4.35% per annum in
the cost of repairs and maintenance expenses (o be incurred in the future period.

Invesiment Manager has infarmed us that there are no maintenance charges which has been
deferred to the upcoming year as the maintenance aclivities are carried out regularly. We have
been informed thal overhaul maintenance are regularly carried out by PTCL in order to maintain
the working condition of the assets.

Revenye pendencies including local authority taxes associated with InvIT  asset and
compounding charges, if any:

Investment Manager has informed us that there are no dues including focal authority taxes
pending te be payable to the Government authorities with respect fo InviT assels.

Qu-going and closed material litigations including tax digputes in relation to the assets. if any;

As informed by the Investment Manager, the status of ongoing iitigations is updaled in Appendix
V. Investrment Manager has informed us that it expects majority of the cases lo be settled in
favour of PTCL and accordingly no outflow is expected against the ktigations.

Vulnerability to naturat or induced hazards that mav not have been covered in town planning/

building centrol:
Investment Manager has confirmed to us that there are no such natural or induced hazards
which have not been considered in town planning/ building control.

<<This Space is intentionally left blanks>
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Appendix | - Weighted Average Cost of Capital of the SPV

Particulars %_Remarks

Markel Return 15.00% Market Return has been conswdered based on Lhe leng term
awerage returns eamed by an equity inweslor in India,

Risk Free Rale 7.43%  Risk Free Rate has been considered based on zaro coupan yield
cune as at 20" March 2019 of Government Securities having
maturily period of 1G years, as quoted on CCIL's website.

Markel Risk Premium 7.57%  Markel Premium = Market Relum - Risk Free Rate

Beta {retevered) 0.67 Reta has been considercd based 0N the beta of companies
operating in the similar kind of business in India.

Cost of Equity 1249% Ke=Rf+@x {(Rm-Rly + CSRP

Pre-tax Cost of Debi 8.45%  As represented by the Imvesiment Manager

Effective tax rala of SPV 22.71%  Average tax rate for the fife of lhe project Ias been considered

Host-tax Cost of Dabt 6.53% Effective cost of debt. Kd = Pre tax Kd * (1-Effective Tax Rate)

Debh’(Debt-f-Eqmty) 70.00% The dobt ~ equity ratio compuled as {B/(D+EY is considered as

. 70% as por industry standard. _

WACC 8.32% WACC = [Ke ‘(1-D:(D+E))]+[Kd”(1-tJ‘{D:(CH-E})]
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Appendix Il - Valuation of PTCL as on 315 March 2019

__WACC 8.32% ENRME__
; Cash ; .

Year Revenue EBITDA if;;r;: GCapex Chanwg;s ™ Taxation FCFF 1«::;;;1: DiS::::J::Jt:nQ F'V;;:gzsh
FY20 299 271 1% 27 13 8 223 0.50 .96 214
Fy21 317 288 1% 27 5 16 240 150 G.8% 213
Fyzz 318 287 90% 27 0 22 238 2.50 0.82 185
Fy23 38 286 90% 27 0 26 234 350 076 177
FY24 319 285 0% 27 ) 29 229 480 0.70 160
Y25 319 284 89% 27 0 32 225 5.50 0.64 145
FY26 320 282 89% 27 o] 35 222 8 50 0.59 132
Fy27 320 282 88% 27 0 37 218 7.50 0.55 120
F¥a2s 321 281 B8% 27 (o) 39 216 8.50 .51 109
FY29 321 280 87% 27 0 40 212 9.50 0.47 g9
FY30 322 279 B87% 27 0 42 210 10.50 0.43 91
FY31 323 278 86% 27 0 43 208 11.50 0.40 83
Fy32 260 213 82% 27 {16) 30 171 12.50 0.37 63
Fy33 260 211 81% 27 a 31 153 13.50 0.34 52
FY34 260 209 B(% 27 ()] 32 150 14.50 0.31 47
FY35 260 207 BO% 27 (0) 32 148 15.50 0.29 43
FY36 281 226 BOY% 27 5 a7 157 16.50 0.27 42
FY37 281 223 79% 27 0 37 159 17 50 0.25 39
FY38 282 221 78% 27 @} 37 157 18.50 0.23 36
FY3g 282 219 78% 27 {0} 37 185 19 50 0.21 13
FY40 282 218 7% 27 {0} 37 152 20,50 0.19 30
Fyai 283 214 768% 27 0 37 150 2150 0.18 27
FY42 293 221 76% 27 2 40 152 22.50 6.17 25
FY43 204 219 74% 27 {0} 41 151 23.50 0.15 23
FYd4 284 216 T3% 27 ()] 41 148 24.80 0.14 21
Fy45 284 213 2% 27 ()] 40 146 25.80 0.13 19
FY46 295 210 T1% 27 (53} 39 143 26.50 0.2 17
Fydr 295 206 70% 27 {0} 51 128 27.50 0.1 14
Y48 296 203 G9% 27 () a1 126 28 50 0.10 13
Fyag 296 199 67% 27 {9 50 123 29 50 0.08 12
FY&0 296 186 BE% 27 Q) 49 120 30 50 0.09 10
FY51 297 192 65% 27 (0} 48 117 31.50 0.08 9
Fy5z- 184 116 63% 17 0 25 T4 2.n 0.08 [
™ 299 189 63% 27 - 47 115 32 31 0.08 9
Present Value of Explicit Period Cash Flows 2,318
Presen| Value of Terming! Yaear Cash Flow 105
Enterprise Value 2,423

10" November 2051
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