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PwC Business Consuiting Services LLP
The Miltenia, Tower D, 7% Floor,

Murphy Road, Ulsoor,

Bangalore - 560008

Dated: 25 September 2023

70,
| The Board of Directors The Board of Directors The Board of Directors
Strides Pharma Science Limited Slelis Biopharma Limited Slerisclence Specialties
Sirides Howse, Bilekahatli, Plot No. 293, Bommasandra | Privale Limited
Bannerghalta Road, Jigani Link Road, Plot no 30, Galaxy,
Bangalore - 560076 Jigant inthustrial Area, 1s{ Main Road,
: Anekal Taiuk, J.P. Nagar, Third Phase,
Bangalore - 5680015 Bangalore 560078

Sub: Recommendation of the following:

a.  Fair equity share entitlement ratio for the proposed demerger of the {dentified COMO
Business and Soft Gefatin Business of Strides Pharma Science Limited into Stelis
Biopharma Limited; and

b. Fair equity share entitlement ratie for the proposed demerger of the Identified CDMO
Business of Steriscience Specialties Private Limited into Stelis Biopharma Limited.

Dear Sir / Madam,

We rafer 1o the engagement letter dated 21 Beptember 2023 whereby Strides Pharma Science Limifed
{hereinafter referred 10 as "Strides”), Stelis Biopharma Limiled (hereinafter referred to as "Stelis™} and
Steriscience Specialties Private Limited (hereinafier referred to as "Steriscience™) have appointed PwC
Business Consulting Services LLIP, Registered Valuer (hereinafier referred {0 as "PwC BCS LLP" or
“Valuer'} o recommend the following:

v Fair equity share entilement ratio for the proposed demerger of ihe ldentified CDMO Business
and Soft Gelatin (*SGC") Business of Strides {defined subseguently) into Stalis; and

+  Fair equily share entilement ratio for the proposed demerger of the identified COMO Business
of Sleriscience (defined subsagquently} inlo Stelis. -

BACKGROUND OF COMPANIES

Strides was incorporated on June 28, 1990 under the provisions of the Companies Act 1956, and is a
pubdic lmited company within the meaning of the Companies Acl, 2013 ("Acl’} having GIN
L24230MH1990PLCORTORR. iis registered office is located &l 201, Devavrata, Sector 17, Vashi, Navi
Mumbai - 400 703 and corporate office focated at Strides Mouse, Bilekahalii, Bannerghalta Road,
Bangalore-5360076. Shides is engaged in the development, manufacture and sales of a wide range of
niche and fechnically complex pharmaceutical products. The equity shates of Strides are listed orn
National Stock Exchange of india Limited ("NSE™ and 83E Limiled {*'BSE"). Suides Pharma Globa! Ple.
Lid (" Swides Singapore”) is a wholly-owned step-down subsidiary of Strides. Strides and Strides
Singapore hold the Abbreviaied New ODrug Applications {"ANDAs") and associated intellectust
Properies ("Ps") for various SGC formulations,

Sleriscience was incorporated on August 29, 2020 under the provisions of the Act and is a private
fimited company, having CIN U24304KA2020PTC137884. ts registered office is located at 152/ and
154716, Dorasant Palya, Begur Mobli, Bannerghatta Read, Bangalore - 560076 and corporate office is
localed at Plot no 30, Galaxy, 1st Main Road, J.P. Negar, Third Phase, Bangalore - 560078,
Steristience is engaged in the business of Contract Development and Manufackuing ("CDMO") and
supply of carbapenems, pre-filted syringes, liquid vials, lyophitized vials, injeclable bags, peplides and
vaccine fill finish. Sleriscience Singapore, founded in 2020, is & wheigsaler of medical and
pharmaceutical products, and also holds the ANDAs and associaled IPs for various injeclable products.
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Stedis was incorporaled on June 12, 2007 under the provislons of fhe Companies Act 1956, and is 2
public limited company, having CIN U74140KAZ007FLCOAB08S. s registered office is located at Star 1,
Opp ik Bangalore Bilekehalll, Bannerghotla Road, Banpatore — 560076 and comorale office is locates
at Plot No. 293, Bommasandrs Jigand Link Road, Jdigant Industriial Atea, Anekatl Taluk, Bangalore -
BE0015. We understand hal Stelis pimarily serves olher compantes as a COMO company, with dug
subsience and fili finish capabidliies actoss modalities.

W understand rom Mansgement that Strides and iy promoler group et o consclidate and house
the COWMO businesses of the Group under Stelis, 1o build & specialty pharmaceutical CIOMO player. With
ihis perspeclive, Management is evalupling 2 demerger of he identified COMO Business and Solt
Gelatin Business of Birides into Stelis and a demerger of the COMO business of Stedscience into Btalis.

We understand that Strides has set up 3 step-down wholly-owned subsidiary company in Singapore -
Strives Sofigels Ple Limiled {"New Co 17} under its whiolly owned subsidiary Sirddes Pharma Services
Private Limited ("Strides WOS") and is in the process of transfening the SGC business of Strides
Singapere o Mew Co 1. Furtber, we understand thal Strides holds interests in COMO businesses
thiough its ~26% slake in Stelis as at the dale of this repor ("Valuation reporl” or "Reporl’); accondingly,
the identificd COMO Business and Soft Gelolin Business of Strides - comprising {he 8GC business
within Srides as well as Strides’ investments in Strides WOS and Stelis, would be demerged into Sielis

Similady, we undersiand thal Steriscience is in the process of setling up & wholly-owned subsidiary
company in Singapore ~ Slerscience Speciafiies Ple Limiled ("New Co 27) and the CDMG business of
Steriscience Singapore would e fransferred 10 New Co 2 prior 1o completion of Transaction 2 (defined
subsequently). Accordingly, the ldentificd COMO Business of Stenscience - comprising the COMO
business within Steriscience as well as the investment in New Co 2 - would be demerged into Stelis.

it may be noled hal given that bolly New Co 1 and New Co 2 {mentioned ahove) are wholly-ovned
subsidianies of Strides and Sterscience respectively, we have considered fhe respeciive consolidated
values of the tdentilicd COMO Business and Soff Gelatinn Business of Strides {excluding investment in
Slelis} and ldentified COMOD Business of Steriscience, for the purpose of compulation of the respective
share enlifement ralios, since the shaes of Stelis would be ulimately issued 10 the shareholders of
Stridey and Sterisclence, respeciively.

SCOPE AND PURPOSE OF THIS REPORT

We undersland that the management of Sielis, Strides and Steriscience {it may be noted tha! Stefiy,
Strides and Sterisclence are hereinalter referred 1o as “Compandes”; the managements of fise
Companies are collectively referred o as “Management’) are evaluating the {oliowing, pursuant 1 &
Composite Scheme of Arrangemeant under the provisions of Section 230t 232 read with Section 247 of
the Companies Acl, 2013 {nchdding any slalifory modifications, enactmoents, fe-gnactment or
smendments thereol) and other applicaide securities and copital market faws and ndes issued
thereundar lo Hie extent applicable ("the Proposed Scheme” or "FProposed Transaction™):

1. A demeger of the (dentified CDMO Business and Soft Gelatin Busingss of Strides into Stefis
{"Transaction 1"}, and

2. Ademerper of the dentilied COMO Buslhess of Sleriscience info Stelis { Transaction 2.

{ldentified CDMO Business and Bofl Gelatin Business of Strides and ldentified CDMO Business of
Steriscience have logether been referred o as “Specified Buslness f(s)').

We understand thal the fransaclions are being planned as alishare deals flogafber "Transaction),
which would involve issue of equity shares of Sielis to the shareholders of Strides and Steriscience.

The Transaction is proposed to be camicd oul with effect from the appoinied dale, as specified i {he
Proposed Schema.
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For the aforesaid purpose, the Board of Directors of Strides, Slelis and Steriscience have appointed
PwC BCS LLP fo submit a Valuation repon recommending the following:

a. Faic equity share enfitlement ratio for the demerger of Identificd CDMO Business and Soft
Gefalin Business of Strides, based on the ralative valuations of he identified COMO Business
and Soft Gelatin Business of Sltides and Stelis ("Entilement Ratio 17} and

b Fair equity share entitiement ratio for the demerger of Identificd CDMO Business of
Sleriscience, based on {he refative valuations of the Identilied CDMG Business of Sleriscience
and Stefis {("Entitlement Ratio 27,

(Entillement Ratio 1 and Entitiement Ratio 2 are together referred (0 as “Entitlement Ratios” of “Ratios").

The Ratios have been recormmmended for considerstion of the Board of Dirsctors (including Audi
Conunittee and Conwnitiee of Independent Directors, as applicabie) of the Companies, in accordance
with the applicable relevant laws, rules and reguiations of Securities and ECxchange Beard of India
{"SEB and the refevant stock exchanges.

The report will be placed before the Audit Commilless, Commitlee of Independent Directors and the
Board of Directors of Strides, Stefis and Steriscience, as applicable, as per the retevant SEBY circulars,
and, lo the exient mandatorily required under applicable faws of India, this report maybe produced
before the judicial regulatory or govarnmenta!l authorities, stock exchanges, shareholders in connection
with the Transaction.

The scope of our services is lo conduct a relalive {and not absolute) valuation of the Specified
Businesses and Lo issue a report on Lhe Entitfenent Ratios for the Transactions in accordance with (he
Internationat Valuation standards.

We have been provided with the historical carved o financial information of the Specified Businessas.

‘We have censidered the same in our analysis and made adjustments for further facts made known {past
or fulwe) 1o s Ul the date of our report. The currenl valuation does not factor Ihe impact of any event
which is unusual or not in normal course of business, other han the events specifically mentioned in this
report.

We have relied on the above while arriving at the fair Ratios for the Proposed Scheme.

For the putpose of this Reporl, the bases of value is ‘Relative Valug' and the valuation is based on
'Going Concern' premise. For the purpose of this vatuation, September 24, 2023 has been considered
as the Valuation Dale’.

This report is our deliverable for the above engagement.

This report is subject {o the scope, assumiptions, exclusions. fimitations, and disclaimers detafled
harginafter. As such, the repord is to be read in ledalily, and not in parts, in conjunclion with the relevant
documents referred (o herein.

BACKGROUND OF VALUER

PwG Business Consuifing Services LLIP is a fimited Habifity pantnership firm, with registered office at 11-
A, Bucheta Bhawan, 1% Floor, Vishnu Digambar Marg, New Delhi, 110 002, India. PwC BCS LLP is
engaged in providing valuation and related advisory services.

PwC BCS LLP is registered with the BB as a Regisfered Valuer for asset classes - ‘Securilies or
Financial Assels’ and ‘Plant and Machinery’ with Registration No. (BRURV-EI02/2022/158.

Page 3of 13




84

ok

pwc

SOURCES OF INFORMATION

I conneclion with this exercise, we have used the following information received from the Management
ant gathered from public domain:

+  Drafl Scheme of Arrangement;

«  Detailed shareholding pallern of Stelis, Sthdes and Steriscience as on the report date:

«  Slandalone and consolidated audited financial statements of Stelis for the fiscal years ending
31 Warch 2021, 2022, 2023 and for the period April to June 2023 (*YTD Jun-24");

»  Carved-out unaudited financial statements of the identified COMO Business of Steriscience for
the fiscal years ending 31 March 2022 and 2023;

«  Audited financial statements of Steriscience Specialties Private Limiled for the period YTD Jun-
24;

«  Caved-out unaudited financial statements of the Identified COMO Business and Soft Gelalin
Business of Strides {excluding investment in Stelis) for the fiscal years ending 31 March 2021,
2022, 2023 and for the period YTD Jun-24;

+  Eslimated financials of the identified CDMO Business of Steriscience for the period from July
2023 1o March 2024 {(BMIFY24") and forecasled financials for the 4 fiscal years ending 31
March 2025, 2026, 2027 and 2028: :

o Estimaled financials of the ldentified COMO Business and Soft Gelatin Business of Stridas for
the period 8MEY24 and forecasted financials for the 6 fiscal years ending 31 March 2025,
202€, 2027, 2028, 2029 and 2030;

« Estimaied financials of Stelis for (he period OMFY24 and forecasted financials for the § fiscal
years ending 31 March 2025, 2026, 2027, 2028, 2029, 2030, 2021, 2032 and 2033;

»  Discussions wilh the Managemenl o oblain reguistle explanation and clarificalion of data
provided;

=+ Discussions with the Managemeni 1o inter-alia understand their perceplion of historical and
expected fulure performance, Macro-cConontc parameters and key value drivers affecting
Stelis, Hdentificd COMO Business of Sleriscience and ldentified CDIMO Business and Soft
Getalin Business of Sirides;

= Details of recent ransactions in Stelis;

+  Markel comparables and f{ransactions, fo the exient information on  comparable
companiesfiransactions is avaitable in the public domain;

s« General marke! data, including economic, governmental, and environmental forces, and
industry information that may affec! the Value;

+  Other information and documents for ihe purpose of this engagement.

Buring the discussions with the Managements, we have alsp obiained explanations and information
considered reasonably necessary for our exercise. The Companies have been provided with the
opportunily to review the drafl report {excluding the recommended Ralios) as parl of our standard
practice 10 make sure that factual inaccuracies / omissions are avoided in our final report,

PROCEDURES ADOPTED AND VALUATION METHODS FOLLOWED

in conneclion with this exercise, we have adopled Lhe following procedures to canmy oul the valuafion:

+  Requested and received financial and qualitative information from the Management.

o Used data available in public domain refated to the Companies and ils peers,

« Discussions (physicallover call) with the Managemenl lo understand the business and
{undamental factors that affect the Companies’ eaming-generating capability including
strengths, weaknesses, opporlunity and threats analysis, and historical financiat perdformancs.

» Research publicly available markel dala including economic factors and industry frends that
may impad the vatuation.

« Analysis of valuation mudtiples of comparable companies/comparable transactions using
information available in public domain and / or proprigtary dotabases subscribed by us or our
network firms.

»  Analysis of recent ftansactions in Slelis;

s Sefectlion of well accepted valuation methodology/ies) as considered appropriate by us.

s Arrving at relative values of Company [ Specified Business in order to delermine the

Entitlement Ralios for the Proposed Transaction,
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SCOPE LIMITATIONS, ASSUMPTIONS, QUALIFICATIONS, EXCLUSIONS AND DISCLAIMERS

Provision of valuation opinlons and consideration of the issues described herein are areas of our reguiar
practice. The services do not represent accounting, asswrance, accounting / lax due diligence,
cansulting or tax refaled services thal may olherwise be provided by us or our affiliates.

This report, its contents and the results herein are specific (o (i} the purpose of valuation agreed as per
lhe terms of our engagement; (i) the dale of this report and (i) and are based on the audiled financial
stalements of Stells, Strides and Steriscience for the period YTD June24. The Management has
represented that the business aclivilies of Stelis and the Specified Businesses have been carried oul in
the normal and ordinary course belween 30 June 2023 and the report date, and thal no malerial
adverse change has ocourred in their respective operations and financial posilion between 30 June
2023 and the report dale.

The recommendation{s) rendered in this repor! only represent our recommendalion(s) based upon
information till 24 Seplember 2023, fwhished by the Companies {or {heir representatives) and other
sources and the said recommendation(s) shall be considered to be in the nature of non-binding advice,
{our recommendation wilt however not be used for advising anybody o take buy or sell decision, for
which specific opinion needs fo be taken fron expert advisors). We have no obligation to update this
repor,

A valuation of this naltire is necessarily based on the prevaiting stock markel, financial, economic, and
other condifions in general and industry trends in particular, and the information made available 1o us.
The report is issued on the understanding that the Management of the Companies have drawn our
attention lo all the mallers, which they are aware of cancerning {he financial position of the Companies
and any other matter, which have an impact on our opinion, on the Entitlement Ratios for the Proposed
Transaction. We have considered only circumstances existing al the Vajvation Date and events
accurding up 1o the Valuation Date. Events and circumstance may have occurred since the Valuaiion
dale conceming the financial posilion of Slelis, identified CDMO Busingss of Sleriscience and ldentified
CDMO Business and Soft Gelatin Business of Stides or any other matler and such evenis or
circumstances might be considered matesial by the Companies or any third pary. We bave taken inlo
account, in our valuation, such evenis and circumslances ocourring after the Valuation Date as
disclosed lo us by the Companies, to the extenl considered appropriate by us based on our professional
judgment. fFurther, we have no responsibility fo update the report for any evente and circumslances
occutring after the dale of this report. Qur valuation analysis was completed on a date subsequent to the
Valuation Date and accordingly we have laken into account such valuation parameters and over such
period, as we considered appropriate and relevant, up to a date close (o such completion date.

In the ultimate analysis, valuation will have to be tempered by the exercise of judicious discretion by the
Vatuers and judgment taking inlo account all the relevant factors, There will always be several faclors,
e.g., present and prospeclive competition, vield on comparable securities and market sentiment, ele.
which are not evident from the face of the balance sheets, but which will strongly influence the wonrth of
a share. This concept is also recognized in judicial decisions,

The determination of Entilement Ratio is nol a precise science and the conclusions arrived at in many
cases will, of necessily, be subjeclive and dependent on the exercise of individual judgement, There is,
therefore, no indisputable single Enlillement Ratio (s}. While we have provided our recommendation of
the equity share Entiiement Ratios based on the information available fo us and within the scope and
constraints of our engagement, others may have a different opinion as to the fair equity share
Entittement Ratios. The final responsibility for the delermination of the equily share Entitiement Ratio at
which the Proposed Transaction shall take place will be with the Board of Direclors whe should take into
account other faclors such as their own assessment of the proposed Transaction and input of olher
anvisors.

in the cowrse of the valuation, we were provided with both written and verbal information, inchuding
market, technical, fingncial, and operating data. In accordance with the terms of our engagement, we
- have assumed and relied upon, withowl independent verification, [} the accuracy of the information thal
was publicly available and tormed a subslantial basis for this reporl and {§i) the accuracy of information
made available (o us by the Companies. White information obtained from the public domain or externat
sources have nol been verified for authenticity, accwacy, or compleieness, we have oblained
information as far as possible, from sources generally considerad to be reliable. P
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We assume no responsibility for such information. Owr valuation does not constitute an audit or review
in accordance with the audiling standards applicable in India, accounting! financialf commercialf fecat/
tax/ environmental due diigence or lorensic or investigation services and does nol include verification or
validation work. in accordance with our Engagemen! Letler and i accordance with the cuslomary
approach adopted in valuation exercises, we have not audiled, reviewed, cerdified, carried oul a due
diligence or othenwise investigaled the historical financial information provided {o us. We have not
independently investigated or otherwise verified the dala provided by the Companies. Accordingly, we
do not express an opinion or offer any form of assurance regarding the trulh and faimess of the financia!
posiion as indicaled in the historical financials/ financial statements and projeclions. The assigament
did net involve us to conduct any financial or technical feasibility study, We have not done any
independent lechnical valuation or appraisal or due diligence of the assets or fiabililies of Stelis,
identified COMO Business of Steriscience andfor Identified CDMO Business and Soft Gelatin Busingss
of Suides. Also, with respect 1o explanations and information sougit from the Companies, we have been
given {o understand by the Companies (hal they have not omilled any relevant and malerial factors and
that they have checked the relevance or materiality of any specific infformation to the present exercige
wilh 15 in case of any doubt, Our conclusions ate based on the assumplions and information given
byfon behalf of the Companies. The Management of the Companies has indicated (o us that they have
undersfood that any omissions, inaccuracies, or missialements may materially affect our valuation
analysisfresulie. Accordingly, we agsume no responsiblliy for any errors in the information furnished by
the Companies and their impact on fhe reporl. Nothing has come 10 our atiention to indicale that tha
information provided was materially mis-stated/ incorrect or would not afford reasonable grounds upon
which to base the repor, Alse, we assume no responsibilily for technical information (if any) furnished
by the Companies.

The Report assumes hat the Companies comply Tully with relevant laws and regulalions applicable in all
ils areas of operations unless olherwise stated, and ihat the Companies will be managed in a competent
and responsible manner. Further, except as specifically stated (o the contrary, this valualion report hasy
given no consideration 1o matters of a legal nalure, including issues of legal litle and compliance with
local taws, and litigation and other conlingent fiabilities that are not recorded in the auditediunaudited
batance sheet of the Companies. Cur conclusion of value assumes thal the assets and liabilities of the
companies, reflected in thelr respective lalest balance sheets remain intact as of the Valuation Report
dale.

We are not advisors with respect 1o legal, tax and regulatory mallers for the Proposed Transaction,

This report does nol look into the businegss/ commercial reasons behind the Proposed Transaction nor
the likely benefils arising out of the same. Simiarly, it dogs nol address the relative merits of the
Transaction as compared with any other alternative business iransaclion, or other alternatives, or
whether or not such aliematives could be achieved or are avallable.

heo investigation of the Companigs’ claim 1o fitle of assets has been made for the purpose of this reporl
and the Companies claim {o such rights has been assumed fo be valid. No consideration has been
given o Hens or encumbrances against the assets, beyond the loans disciosed in the accounts.
Therelore, no responsibity is assumed for malters of & jegal nalure.

We- mus! emphasize that realizalions of free cash flow forecast used in the analysis will be dependent
on the continuing validity of assumplions on which they are based. Our analysis, therefore, will not, ang
cannol be direcled {o providing any assurance about the achievability of {he projections. Since fhe
financial forecasts relate {o fulure, aclual resulls are fkely to be differend from the projecied results
because events and circumstances do nof occur as expected, and the differences may be malerial,

We have not conducled or provided an analysis or prepared a mode! for any individual assels/ Habilities
and have wholly relied on the information provided by the Companies in this regard.

We are independent of the Companies and have no cutrent or expected interest in the Companies or its
assots. The fae for the engagement is nol contingent upon the results reported.

We owe responsibilily to only the Boards of Directors of the respeclive Companies that has appointed
us untler the terms of owr engagement letter and nobody else. We will not be lable for any osses,
claims, damages, or liabilities arising oul of the actions taken, omissions of or advice given by any other
o the Companles.

s
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In no event shall we be lable for any loss, damages, cost, of expenses arising In any way from
fraudulent acts, misrepresentations, or willfd defaull on part of the Companies, their directlors,
employees, or agents. In no circumsiances shall lhe Habitly of & Valuer, #s partners, its directors, or
employees, relating to ibe services provided in connection with the engagement set out in this repor
shall exceed the emount paid 1o such Valuer in respect of e fees charged by {t for these services.

Thig vahsation report is subject to the laws of India.

Neilher the valuation report nor its conlents may be referred to or guoted in any registration statement,
prospectus, offenng memorandum, annua! report, loan agreement or olher agreemeni of documeni
given to third parlies, other than in connection vith the Proposed Transaclion, without our prior written
conisenl. In addilion, (his report dues nol in any manner address the prices at which Stides’ equily
shares will trade following consummation of the Proposed Transaction and we express no opinion or
recommendation as fo how the shareholders! credifors of efther Company should vote al any
shareholders'f creditors’ meeting(s) to be held in connection with the Transaction. Our reporl and the
opinion/ valuation analysis contained hergin is not and nor showld it be construed as advice relating to
investing in, purchasing, selling, or otherwise desaling in securities or as providing management services
or carrying ouf management functions. It is understood that this analysis does not represent a fairness
opinion,

Any discrepancies in any table/ annexure between the total and the sums of the amounts fisted are due
to rounding-off,

BACKGROUND OF COMPANIES

Sirides Pharma Science Limited

The issued and subscribed equily share capital of Strides, as at (he date of this report, is INR 918.80
million consisting of 91,880,364 equily shares of face value of INR 10 each, The shareholding paltern is
as follows:

s 8y
64961477
1680367

! Non-pr.
Sorand Yo

Source: Management Information

Stelis Biopharma Limited

The issued and subscribed equity share capilal of Stelis, as at the date of this feport, is INIR 42.05
million consisting of 42,056,654 equity shares of face value of INR 1 each. The shareholding pattern is
as follows:

Strides Pharma Science Limiled 11,089,320

Arco Labs Prvate Limited 1,838,500
Karuna Business Solutions LEP 6,613,370
Tenshi Pharmaceuticals Private Limiled® | 5,972,715
Medelta Holdings Ple Limiled G.411,305

¢ Other shareholders (inchuding ESOPs

b

’ 10,130,044
47056654

Source: Management information

"includes 15,47,510 of oulstanding convenlible secrities {(including warranls); we understand thal warranis will be
exeicised before effeclive dale for issuance of Stelis shares.

" Inchutes parly paid up shares of 15,22 §34; we understand that parfly-paid shares, wilt be fully-paid up before the
stfeclive dale for issuance of Stelis shares,

¥ Includes certain GSOPs which are yel o be subsoribed, we understand that such ESOPs will be exercised before
the elfective date for issuance of Stelis shares.
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Steriscience Specialiies Privale Limited

The issued and subscribed equity share capital of Steriscience, as at the date of his repod, is INR 0.21
million consisling of 20,871 equity shares of {face vatue of INR 10 each. The shareholding patlern is as
{ollows:

‘Shares

14,032
5,190 24 .90%

1,649 7.90%
0874 A

Source: Management Infermalion

APPROACH - BASIS OF TRANSACYTION

The Proposed Composite Scheme of Arrangement under the provisions of Section 230 to 232, read with
Section 247 of the Companies Act, 2013 contemplates the following a} a demerger of the Identified
COMO Business and Soft Gelatin Business of Skides into Slelis and by & demerger of the lderditied
CDMO Business of Steriscience inlo Slalis.

Ariving al the Entitlement Ratios for the Proposed Transaction would require determining the relative
equily valuations of Stelis, ldentified CDMO Business and Soft Gelatin Business of Strides and Identified
COMO Business of Steriscience, based onh methodologies explained herein and various qualitative
faciors relevant to the Specified Business { (s) and Stelis.

The three maio valualion approaches are the market approach, income approach and assel approach.
There are several commonly used and accepted methods within the markel approach, income approach
and asset approach, for detenmining the relative fair value of eguity shares of a company, which can be
considered in the present valuation exercise, to the exdent relevan! and applicable, to arive &t the
Entitlement Ralios for the purpose of the Proposed Transaction, such as; :

1. Assel Approach-
+  Nel Assel Value (NAV) Method

2. Income Approach
« Discounted Cash Fiow (DCF) Method

3. Markel Approach
+  Marke! Price Melhod
+  Comparable Compantes Mulliples (CCM} Method
+  Comparable Transactions {CTH) Melhod
s Price of Recenl Investment Melhod

it should be underslond that the valuation of any company or its assets is inherently imprecise and is
subject 1o cerain uncentainties and contingencies, all of which are difficuit to predict and are beyond our
confrol. In performing our analysis, we made numerous assumptions with respect 1o industry
performance and general business and economic condilions, many of which are beyand the control of
the Companies. In addition, this vaiuation will flucluate with changes in prevailing market conditions, the
conditions and prospects, financial and olherwise, of (he Companies, and other factors which generally
influence the valuation of companies and their assefs.

The application of any particudar method of valuation depends on the purpose for which the valuaiion is
done. Allhough different values may exis! for different purposes, # cannot be 1oo strongly emphasized
thal a valuer can only arrive at one value for one purpose.

4 ncludes partly paid up shares of 486 we understandg thal partly-paid shares, will be Tully-pait up before the
effective: dale for issuance of Sielis shares.
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Qur choice of methadotogy of valuation has been arrived af using usuat and conventionat methodologies
adopled for transactions of a similar nature and our reasonable judgment, in an independent and bona
tide mannher based on our previous experience of assignments of a similar nature.

Assct Approach - Net Asset Value method

The assel-hased valuation technigue is based on the value of the underlying net assets of the business,
either on & book value basis or realizable value basis or replacement cost basis. This valuation
approach is mainly used in cases where the firm is o be liquidaled Le., if does nol meel the "going
concentt” criteria or in case where the assets base dominales eamings capabliily. A Scheme of
amalgamation / demerger would normally be proceeded wilh, on the assumiption that the companies/
business would conlinue as going concerns and an aclual realization of the operaling assels is not
contemplated. In stuch a qoing concern scenario, the refative eaming power is of importance to the basis
of amalgamation / demerger, with the values arrived at on the net asset basis being of fimited relevance,

The above assertions hold lrue for the valuation of Stelis, Identified CDMO Business and Soft Gelatin
Business of Strides and Identified COMO Business of Steriscience, given the nature and slage of
pperations of the respective businesses; hence the underlying assel value hag limited refevance for this
exercise,

Income Approach

Income approach is a valuation approach that converis maintainabie or {fulure anounts (g.g., cash flows
or income and expenses) 1o a single current vatue (2., discontinued or capilalized amount). This value
measurement is determinad on the basis of the value indicated by current markel expeclations aboul
those fulure amounts.

+« Discounted Cash Fiows {3CF) Method

Under the DCF method the projecled free cash flows to the firm are discounted at the weighted
average cost of capital. The sum of the discounted value of such free cash flows is the value of
the firm,

Using the DCF analysis involves determining the foflowing:
Estimaling liture froe cash flows:

Free cash flows are the cash flows expected to be generated by the company/ business that are
available to all providers of the companies'/ business’ capilal - both debt and equity.”

Appropriate discount rate (o be applied to cash flows i.e., ihe cost of capiial:

This discoun! rate, which is applied to the free cash flows, shoutd reflect the opporfunity cost to all
the capital providers {namely shareholders and debl providers), weighted by their relative
conlribution to ke lofal capital of {he company/ business. The opporienity cost 1o the capital
provider equals he rate of relurn the capital provider expects to eamn on olher invesiments of
equivalent risk.

tMarket Approach: Markel approach is a valuation approach that uses lrading prices andfor other
relevant information generated by market transaclions invelving idenfical or comparable (e similar)
assefs, liabilithes or a group of assets and liabilities, such as a business:

= Market Price {MP) Method
The market price of an equity share, as guoted on a stock exchange, is normally considered as
representative of the fair vatue of the equity shares of that company, where such shares are

ragularly and freely traded in, subjec! 1o the element of speculative support that may be nbuiit in
the value of the shares.
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«  Comparable Companics Multipie (CCM)} method

Under this methed, value of a business / company is amived at by using mulliples derived from
vatuations of lisled comparable companies, as manifest through stock market valuations of such
listed companies. This valuation is based on he principle thal marke! valuations, laking place
between informed buyers and informed selfers, incorporate all factors relevant lo valuation,
Retgvanl mulliples need Lo be chosen carefully and adjusted for differences in circumstances.

= Comparable Transactions Multipie {CTiH) method

Under this method, value of a business / company is arrived by comparing it 1o the relevan! deal
muttiples for fransaclions in comparable companies. After identifying and selecling the
comparable companies with recent transactions, their business and financial profiles are
analysed for relative similarity. The refevant multiples of these companies are calculated based
on the deal valualions and adjusted, if requited. The muttiples are then applied to the subjec
company’s operating resulls lo estimate the Enterprise Vale.

¢ Price of Recent Investment {‘PRI') method

Where there has been any recent arms-englh investmen! in the subject company, the price of
that investment provides a basis of the fair value of the said company, subject 1o the changes or
avenls subsequent to the relevant ransaction, at each reporting dafe. if there are any indications
of change in the fair value of the subject company after the investmant, a suilable adjustment 1o
PRI may be considered,

Out of the above methads, the Valuers bave used approaches { methods, as considered appropriate by
hem respectively.

BASIS OF ENTITLEMENT RATIO 1

The basis of demerger of the Identified COMG Business and Soft Gelatin Business of Strides inlo Slelis
has been detemmined aiter taking into consideration aff the factors and melhcdologies menlioned
hereinabove. Though different values have been arrved at under different methodologies, it is finaily
necessany 10 arrive at a single value for Transaction 1. |t is imporianl to nole thal we are nol aftempting
to arrive at the absolule equity values of Slelis and Identified CDMO Business and Soft Gelalin Business
of Strides, bul at their relative values 1o facililale the delermination of Entitlement Ratio 1. For this
purpose, itis necessarty 1o give approprate weighls to the values arived al under each methodotogy.

We have considered appropriale weights fo values amived al under Income and Markel Approachas.

Under the Markel Approach, we have relied on the CCM melhod for identified CDMO Business and Soft
Gelatin Business of Strides and PRI method for Stelis,

H may be noted that the Markel Price method and PRI melhod have not been considered for vatuation of
{dentificd COMO Business and Soft Gelatin Business of Strides on account of {he following — a) the
iraded share price of Strides refiects the value of Strides as a whole, and nol the idenlified COMO
Business and Sofl Gelatin Business of Slrides alone; therefore valuing the Identified COMO Business
and Soft Gelatin Business of Strides under the Market Price method is not feasible; and by since the
identified CDMO Business and Soft Gelatin Business of Stiides is a business segment within Strides,
PRI Method is alse not relevant for the valuation. Further, white we have analyzed the implied multiples
of ransactions in comparable companies, we have not relied on the Comparable Transactions Method
{"CTM") considering the folfowing - (&) limited number of comparable companies for which relevant
infornation o derlve mulfiptes Is avallable i the public domain; b} significant dispersion amongst thesr
implied mulliples; and (¢} paucily of data peraining 1o historical growth rates, fonward revenues,
margins, elc. of the target companies in the public domain,

Further, considering the early stage of operations for the CDMO business, wilh significant scale-up in

revenues expected going fotward, there are no listed companies or transactions in companies stiiclly
comparable to Stelis; accordingly, CCM / CTM Method has nol besn considered for valuation of Stelis.
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The Market Price melbod would not be retevant for the valuation of Stelis as it is privalely beld as on the
dale of this repont,

Entitternant Ralio 1 has Deen arrived al on ihe basis of a relative equily valuation (on & per share basis)
of Slelis and Identified CMO Business and Sofl Gelatin Business of Strides based on the various
methodologies explained hereln eadier and various gualitafive lactors relevant to each business and the
business dynamics and growth polential of the businesses, having regard to information base, key
underlying assumplions, and limilations,

Cur recommendalion of Enlitlement Ratic 1 for Transaction 1, is in accordance with fnlernational
Vajuation Standards.

The computation of Entitlement Ratio 1, for the Demerger of Identified COMO Business and Sofl Getalin
Busingss of Strides inlo Sielis, is given below:

Stelis identified COMO Business
and Soff Gelatis: Business of
Valuation Approach Strides
Valuer per Wetght Vaiue per Weight
share {INR) share (INR)**
Asset Approach® NA NA NA WA
Income Approach 735 50% 349 50%
- BCT Method
Market Approach 6563 50% 349 A0%
CCOM Method
- PRIMethod e N
:_Relative Value per share 695 . 349
Fair Equity Share Entitlement 1:2
_Ratio {rounded off)

NA = Nof Applied / Kot Applicable

*Since, the businesses of Stelis and Identified COMO Business and Soft Gelalin Business of Strides are
inlended ta be continued on & ‘going concem basis' and there is no intention to dispose of the assets,
therefore the Asse! {Cost) Approach is nof sdaopled for the Valualion exercise

“* Value of investment by Striides in Stelis, per share of Strides, s based on the concluded per shar
value of Slelis and the number of shares in Slelis held by Stndes; this has been aggregaled wilh the per
share value for the Identified COMQ Business and Soff Gelatin Business of Stides {excluding the
investment in Sielis} as per the Income and Market approach, respectively.

In tight of the above, and on a consideration of all the retevant factors and circumslances as discussed
and outlined hereinabove, we recommend the Enfilement Ratio 1, for the demerger of Identified CDMQ
Business and Soft Gelatin Business of Strides into Stelis as under:

1 {One} equity share of Stelis {of INR 1/- cach fully paid up) for every 2 (Two) equily shares of
Strides {of tNR 10/ eacl) fully paid up)

BASIS OF ENTITLEMENT RATIO 2

The basis of demerger of the identified CDMO Business of Stenscience inlo Stelis has been delemnined
afler taking into consideration all the factors and methodologies meniloned hereinabiove. Though
different values have been ardved af under different melhodologies, # is finally necessary 10 arrive al a
single value for Transaction 2. It is important to note thal we are not allempling to amive al the absolute
equily vafues of Sielis and Identified CDMO Business of Sleriscience, but at their relative valies 10
facilitale the delermination of Entitement Ratio 2. For this purpose, it is necessary 10 give appropriale
weights {o the values arrived at under each methodology.

We have considered appropriale weights (0 values arrived al under Income and Market Approachss.

Under lhe Markel Approach we have relied on the CCM miethod for the Identified COMO Business of
Steriscience and PRI Method for Stelis.
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It may be noted thal since lhe {dentified COMO Business of Steriscience is o business segment within
Sieriscience, PRI Method is nol retevant for e valualion. Furiher, while we have analyzed the inlied
mulliples of transactions in comparable companies, we have not relisd on CTM for Vatuation of
identified COMO Business of Steriscience, considering (he foltowing — (@) limited number of comparable
companies for which relevan! information le derive multiples i avallable in the public domain; k)
sigrifican! dispersion amongst their implied mulliples; and {c) paucily ol dala pertaining to hislofcal
growth rates, fonward revenues, marging, eic. of the largel companies in the public domair.

Entitlement Ralio 2 has been arrived al on the basis of a relative equily valuation {on a per share basie)
of Sielis and identified CDHO Business of Sleriscience based on the various methodologies explained
hetein eatlier and various gualilative factors relevant 10 each business and the business dynamics and
growth potentials of the businesses, having regard o information base, kay underlying assumptions,
and fimitations.

Cur recommendation of Enlitfement Ratio 2 for Transaction 2, is in accordance with International
Valualion Slandards.

The compulation of Entitiement Ratio 2, for the Demarger of identified CDMO Business of Steriscience
infe Hlalis, is given batow,

Btelis identified CDMO Business of |

i
Valuation Approac] S | Steriscience
valion Appraach Valuer per Weight Value per Weight
share (INR) share {INR}

Asset Approach’ : NA NA b NA L
Income Approach 738 5{0% 242
- DCF Method L
Market Approach 683 50% 1,103,807 | 505
CCM Method :
LEREMethod ]
Refative Value per share 685 L 1e8207s

[ YR P

ip
*Since, {he bhusinesses of Stefis and tdentified COMO Business of Sferiscience are infended fo bo

continued on a ‘going concem basis' and there Is no infention to dispose of the assels. therefore the
Assol (Cast) Approach is nol adopled for the presenl valuation exercise

In fight of the above, and on 2 consideration of ali the relevant faclors and circumstances as discussed
and pullingd hereinabove, we recommend Enlitfement Ratio 2, for the demerger of ideniitied COMQ
Business of Sienscience info Sielis as under: :

1,515 {One Thousand Five Hundred and Fifteen} equily share of Stelis {of INR 1/- cach fully paid
up) for every 1 {One) equily share of Steriscicnice {of INR 10/- each fully paid up)
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Respoctfully submillad,
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Date: 25 September 2023
Place: Bangalare
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