
fl rcrc, Securities l-Sec

March 10. 2025

'lo,

The Board ofDirectors.
HEC Limit€d
Bhilrl'ara Towers.

A- 12, Sector- l,
Noida-201 301(NCR Delhi),

India

Sub: Fairness oDinion to the Board of Dircctors of HEG Limited (HEG or ComDany) on the

recommendation of Share Entitlement / llxchanqe Ratios for demerger oI Graphite Business to

HIG Graphite Limited and mereer of Bhilwara Enersv Limited (BELI into HIC (Proposed

T ransactioD)

We rcfer to our engagement letter dated 21st May 2024 pursuant to which ICICI Securities (I-Sec) had

provided a faimess opinion to the Board ofDirectors ofHEG on the equity share swap ratio suggested

by the independent value(s) for the purpose ofth€ Proposed 'Iransaction.

We understarld from the management ofHEG thal lhe Board ofDirectors ofBEL has approved raising

funds from a third-party investor by way ofa preferential issue ofequity shares in BEL in accordance

with the provisions of the Companies Acl 2013 ("Proposed Fund Raise"). The Management has

represented that the Stock Exchangcs have asked the Company to submit the modified scheme, opinion

on the share entitlement ratio, recommendation ofthe fair share exchange ratio as at the current date

and a Faimess Opinion on the Sharc Entitlement / Exchange Ratios recommended by the Registered

Valuers.

Given the above. in terms ofour engagement with HEC dated February 24,2025, HEC has requested

I-Sec lo providc a fairness opinion to the Board of Directors of HEC on the liesh Share Entitlement /
Exchange Ratios recommended by the Registered Valuers for the proposed Modified Composite

Scheme of Arrangement (Modified Scheme), pursuant to Section 230 to 232 and other applicable

provisions ofCompanies Act, 2013 (Act).

BACKGROUND, PURPOSE AND USf, OF THIS FAIRNESS OPINION

HEG is a leading manufacturer and exporter of graphite electrodes in India and op€rates world's largest

single-site integrated graphite eleclrodes plant. It also operates three power genemtion facilities with a

total capacily ofabout 76.5 MW. Its equity shares are listed on the BSE Limited and NSE.

HEC Craphite Limited (HEC Craphite). a compan] incorporated under the provisions ofthe Act, is a

wholly owned subsidiary of HEC and has a nominal shar€ capital and currently does not have any

operations.

BEL is a company incorporated under the provisions of th€ Companies Act, 1956. engaged in the

business of establ ishm ent, operation and maintenance of power generating stations and tie-lines. sub-
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stations and main transrnission lines connecled therewith. Curr.)ndy, il is engaged in generation olwind
power through I4 MW wind power projecl siluated in Maharashtra.

HEG and BEL arc hereinalierjointly referred to as the "CompsDies"

We understand that the Modified Scheme contemplates the following steps:

(i) Demerger of Craphite business of HEG into HEG Graphite ("Demerger");
(ii) MerSer ofBEL into HEC ("Merger")

Th€ Company has appointed PwC Business Consulting Services LLP ("PWC") as Registered Valuerto
determine and recommend th€ Share Enti(lement / Exchange Ratio for the Modified Scheme, on a going
concem basis with 7 March 2025 being lhe valualion dale. In this connection, pursuant ro the
requirements ofSEBI Master Circular S E t]l/HO ICFD/POIt-2/P/C!W202]/91 daled 20 June 2021, we
have been rcquested by the Board of Directors of HI-l(; to render an opinion on whelher the Share
Entillement/ Exchange Ratio detennined and recommended by the Registered Valuers vide their report
dated l0 March 2025 i\ fair

The Registered Valuer has recommended the following Shate Entitlement / Exchange Ratios for the

steps contemplated in de Modified Scheme:

Shore Enlillemerrt Ralio lor Derrprger:
"1 equity share of HEG Graphile (of INR 2 cach fully paid up) lbr cvery I equity share ofHEG (of INR
2 each tully paid up).'

Share Excharge nario lor M.rg.r:
"8 equity sharcs of tlE C (excluding Gr.phite Business) (of IN R 2 each ful l! paid up) for every 7 equity
shares ofBEL (ofINR l0 each tully paid up)".

The aforesaid Sharc Flntitlement / Exchange Ratios for Demerger and Merger are collectively referred
to as "Ratios".

This faimess opinion is intended only for the sole use and information ofthe Board ofDirectors oI HEG
and only in connection with the Proposed l'mnsaction. Wc are not responsible in any way to any other
person / paty for any decision ofsuch peBon or pany based on lhis faimess opinion. Any person / party
intending to provide firunce / invcst in the sharcs / business of any ofthe companies involved in the
Transaction or their subsidiaries / joinl vcnturcs / associates shall do so after seeking their own
professional advice aDd afier carrying out their own due diligence procedures to ensure that they are
makinS an informed decisior. l1 is hcreby nolified that any reproduction, copyilrg or otherwise quoting
ofthis lairness opinion or any pan lhereof, other than in connection with the l ransaclion as atbresaid
can be done only wilh our prior p€rmission in writing.

Sot]RC}:S OF INFORMATION

In arriving at our opinion sel forth below. we have relied on

l. Audited financial statements of B E l, and its investee com pan ies for the last thre€ years ended
ll March 2024 and ine monrhs ended 3l December 2024t

2. Carve out financials of HEG (excluding Craphite Business) lbr thc last lhree years ended 3l
March 2024 and nine monlhs ended J I Decemb€r 2024t
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3. Audit€d financialstatements ofthe investee companies of IIEC (excluding Giaphite Business)

for the last three years ended ll March 2024;

4. Limited reviewed financial statemenls of the investee companies of HEG (excluding Craphite
Business) for the nine months ended 3l December 2024t

5. Financial projections ofBEL and its investee companies from 0l January 2025 lo 3l March

2029r, including key underlying assum pt ions with respecttolhe projected profit & loss account
and projected balance sheett

6. Financial proiections ofthe investec companies ofHEc (excluding Graphite Business) from 0l
January 2025 to 3l March 2029:, including key underlying assumptions with respect to the
projected pro6t & loss account and projected balance shecli

7. Details ofsurplus assets such as real estate and valuation repor/ eslimates thereof;

8. Drafi Modified Scheme:

9. Board resolution for the proposed prcferential issue of 1.75.95.979 equity shar€s at an issue
price of INR 142.08 to a third-party investor;

I0. Market prices of HEG as published by NSE and BSE till 7 March 2025:

I l. Analysis ofgeneral market data, including economic and industry information that may affect
lhe value:

12. Information available in thc public domain in respect of the comparable companies /
lransaclions, as appropriate. if available:

13. Other information and documents that $e considered necessary for the purpose of this
engagement.

SCOPE LIMITATIONS

Our work does not constitule an audit, due diligenceorcertificalion ofthe historical financial statements

in relation to the Companies including their respective working rcsults or businesses referred.

Accordingly, we are unable to and do not express an opinion on the accuracy of any financial

information rcfcrrcd to in this faimess opinion. Our analysis and results are specific to thc purpose of
dre exercise ofgiving our faimess opinion as described hereinabove. lt may not be valid for any other
purpose or ifprovided on behalfofany other enlity. Our fairness opinion is addressed to and is solely
for the b€nefit ofthc Board of Directors of IIEG and should nol bc publicly or otherwise circulated,
provided or discloscd to any person. authority (including regulalory authority), entit) or any public or
private platform without our prior wrillen consent. No other person, entity or regulatory authority shall.

save with our witten consen!, rely on lhis opinion or any part thereof.

we have considered financial information in our analysis and have made adjustments for facts made

known to us till the date ofour repo(, including taking into consideration current markel pammeters.

An exercise ofthis nature involves consideration ofvaious factors. This faimess opinion is issued on

lhe undeBtanding lhat each ofthe Companies have dm\rn our attcntion to all the matters which may

hav€ an impact on our opinion including any signific€nt changss thal have taken plac€ or are likely to
take place in the financial position or businesses upto the dale ofapproval ofthe Modified Scheme by
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Our faimess opinion is subject to thc scopc limilalions detailed hereinafter. As such the faimess opinion
is to he read in totalir),_. and not in parts. in conjunctioD \,' ilh lhc relevant documents referred to therein.

I For pojecl Beneratior ohloics, lh. pojslions *cru shecd bsis blld6 tcnurc ofth. p.scluch&re sgreemenv liensc period with 6
rrnhcl prcjcdios of R.plus Eneiroh Privat l-imil.d w.r nmvrdcd for lhe period 0l ]suaty 2025 lo l l Mmh 2010
I Prcjcctons ofTACC trmncdR.Epoi&d lor thc p.riod 0l J ua_\ 2025roII Mad2010
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the Board of Dircctors. we have no responsibility to update this faimess opinion for events and

circumstances occurring afler lhis date.

In the course oflhc present exercise, we were provided with both written ard verbal infomration,

including financial dala. The terms ofour engaSement were such that we were entitled lo rely upon the

information provided rvithout detailed inquirr. Also, we assume that the management of each ofthe
Companies, has not omitted any relevant and material factors tbr the purposes ofthe work which we
ha!e undenal,en in conneclion *th this fairneql opinion.

We express no opinion whatsoever and make no recommendalion al all to the shareholders or secured

or unsecured creditors ofeach ofthe Companies, as lo how they should vote attheir rcspective meetings

held in conneclion $illr the Modified Scheme. We do nol express and should not be deemed to have

expressed any views on any other term ol the Modified Schcme. We also express no opinion and

accordingly accept no responsibility with respect lo the firanoial performance of the Companies

following the consummation ofthc Modificd Scheme. We also express no opinion on the likely market

price ofthe Companies post the consummalion ofrhe Modified Scheme.

No investigation with respect to the claim to title olassets ofeach ofthe Companies has been made for
the pupose of this exercis€ and th€ same has been assumed to be valid. We havc not placed any

individual valuc on thc assets ofeach of the Companies and have also not considered any liens or
encumbrances on thc same. Further we have not opined and accordingll do nol lake responsibility
whatsoever for maners ofa leSal nature. AIso, *e are not opininB on mafteE related to ta\alion. This
faimess opinion should not be construed as a cenificalion regarding the compliance ofthe Modified
Scheme with the provisions ofany law including Companies Act, lax laws and capital market related

laws or as reSards any legal implications or issues arising from the Modified Schernc.

In the ordinary course of business, ICICI Securities Limited and its affiliates is engagcd in securities

trading, securities brokerage and investment activities, as well as providing investmcnt bankiog and

investmenl advisor) services. ln the ordinary course of its trading, brokerage and financing activities.
any member ofICICI Securities Limited may al any time hold long or short positions, and may trade or
otherwise effect lransactions, for its owD account or the accounts of customers, in debt or equity
securities or senior loans ofany company lhat may be involved in the Modified Schemc.

In arriving at our opinion, r'e have assumed and relied upon, without any independent verification or
validadon, the accu.acy and completeness of the lmancial and other information and data publicly
available or provid!'d to or otherwise reviewed by or discussed with us and have relied upon the
assurances of thc rnanagement ofHEC that they are not awarc ofany facts or circumstances that would
make such inlormation or data iDaccurate or misleading in any material respect. With respect to the
financials and forcoasls, we have been advised by HEG, and have assumed, that: (i) they have been
reasonably prepared and/or confirmed on bases reflecting the best curently available estimates and
good faith judgcmenls of the managemenl of HEG as to the future financial perfbrmance of the
Conpanies or their respective subsidiaries and/or associates, and (ii) they arc based on the
understanding ofthe management of HEG ot-lhe current business strategy, operations, competition and
macro-economic indicators and involves known and unknown risks, uncerrainlies, assumptions, and
other factors that may cause the aclual rcsults to be materially differcnt from any future results,
performance or achievements expressed or implied by the financials and forecast ofthe Companies or
their respective subsidi6ries and/or associates.
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Without limiting the generality ollhe foregoing. we have also assumed, at the direction ofllEC, their
respective subsidiaries and associates, as applicahle. will rcceive all statutory cleamnces with respcct to

their respective operations in accordance with the assumptions r€Barding such cleamnces in their
financials and lorecasts.

We have been informed by thc management of H[,C that the financials and forccasts provided to us

have been prepared in accordance with Indian Accounting Standards (lnd-As). We have not made or
been provided with any independent evaluation or appraisal of the assets or liabilities (contingent or
otherwise) ofthe Companies ortheir respective subsidiaries and/or asxrciatcs, as applicable. andlor anv

other entity (other than the Valuation Report, which ue have revicued and relied upon without
independent vcrification for purposes ofthis opinion). norhave \le made anv physical inspeclion ortille
verification ofthe properties or asscts ofthe Companies, their respective subsidiaries and/or associates,

as applicable, and/or any other €ntity, and we do not cxpress any opinion as to the value ofany asset of
the Companies. their respective subsidiaries and/or associates, as applicable, and./or any other entity,
whether at cunent prices or in the future. We havc nol evalualed the solvency or fair value of the

Companies. their respective subsidiaries and/or ass(rciales. as applicable. and/or any other entity under

the laus or'lndia or any other laws relating to bankruptcy, insolvency or similar matters.

We have assumed. at the direction of HEG. thal the Transaction will bc consummated in accordance

with itstems, without waiver. m(xlificalion or amendment ofany materialterm, condition or agreement

andthat, in the course ofobtaining the necessary govcmmental.judicial. regulatoryand otherapprovals,
consents. relea-s€s and waiveB for lhe Transaction. no delay, Iimitation. restriction or condition,
including ary divestiture requirements or amendments or modifications. will be imposed that u'ould
have an adversc effect on HEG. their respective subsidiaries and/or associates, as applicable. and/or any

other entity or the contemplated benefits ofthe Transaction. We also have assumed, at the direction of
HEC. that the final executed Modified Scheme will not differ in any material respect from lhe Draft
Modified Scheme reviewed by us.

We have not undertaken any independent analysis oi anv potentialor actual litigation, rcgulalory action.

possible unass€rted claims, or other cofltingent liabilities, or any settlements thereof, to which HEC,

their respectivc subsidiaries and/or associates. as applicable, and/or any other entity, are or may be a

party or are or may be subject. and this opinion does not consider the potential ell€cts of any such

litigation, actions. claims. other conlingenl liabilities or settlements.

We express no view or opinion as to an) terms orolhcraspects or implications ofthe Transaction (other

than the Ratios 1o the extent expressly specified herein), includinS, without limitation, the fom or

structure ol-thc Tmnsaction, the taxation impact of the Transaction or the Equity Shares issued and

allotted undcr the Transaction or any terms or other aspects or implicalions of any other aSreement,

arrangement or understanding enlcrcd into in connection whh orrelaled 1() the Transaclion orotherwise.

we *€re not requested to, and wc did nol participate in the negotiation ofthe terms ofthe Tmnsaction.

Our opinion does not address any matlers otherwise than as exprEssly stated herein. including but not

limited solely to matters such as corporate Sovernance, shareholder rights or any other equitable

consideration. and is limited to the faimess, from a financial point ofview,lo the Public Shareholders

ofHEG ofthe Ratios provided for in the Modificd Scheme afld no opinion or view is expressed with

respct lo any consideration received in connection wilh the Transaction by the holders of any other

class of sccurities. creditors or other constituencies of any party. ln addition, no opinion or view is

expressed rvilh respect to the faimess (financial or otherwise) ofthe amount. nature or any other asp€ct

of any compensation to an) ofthc officers. directors or employees ol any party to the Transaction, or

class of such p€rsons, relative to lhe Ratios. Furthermore, no opinion or view.is expressed as to the
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relative merits ofthe Transaction in comparison to other strategies ortransactions that might be available
to HEC or in which HEG nright ongage or as to the underlying business decision of HEG to proceed

with or effect the lransaction. Further, HEC will remain solely rcsponsible for the commercial
assumptions on rvhich this opinion is based and for its decision to procced wilh th€ Tran$ction.

Further. our opinion does not lake into account any corpomte actions of HEG alier the date hereof,

including payment oldividends. We arc not expressing any opinion as lo what the value ofthe Equity
Shares actually will be when issued or the priccs at which the Equity Shares will trade at any time.
including following announcement or consummation of the Transaction. In addition. we express no

opinion or recommendation as to how any shareholder, credilor or other person should vote or act in
connection with lhe Transaclion or any related matter. In addition, we are not expressinB an) view or
opinion with resptect to, and have relied, wth the consent of HEG. upon the assessmeots of
represenla(ivcs oI IIEC rcgarding, legal, regulatory, accounting, lax and other matters relating to the

Companies, any oftheir respective subsidiaries and/or associates, as applicable, or any other entity and

the ftansaction (including the contemplaled benefits oflhe Transaction) asto which we undefstalld that

HEC obtained such advice as il deemed necessary from qualifies professionals.

We have also assumed that all aspects of the Tmnsaction and any other transaction contemplated in the
Modified scheme would be in oompliance with applicable laws and regulations. and we have issued

this opinion onthe u nderstand ing that we would not in any manner verify, or be responsible forensuring,
such compliance, including without limitation, compliance with the provisions of SEBI Regulations.

Wilhout prejudice to the generality ofthe foregoing, we express no opinion and have assumed lhat the
Tmnsaction will not Eigger obligarion to make opcn offers under the Securities Exchange Board of
tndia (Substantial Acquisition of Shares and Takeovers) Regulations. 2011, as amended and

accordingly, we have not considered the consequences or impact o[ ICICI Securities, if any such offers
are mandated, and we have also assumed thal the Transaction will not result in any adverse effect on

ICICI Securities or ils business, whether under tax or other laws or under the terms ofany license or
approval.

We have actcd as financial adlisor to the Board ol'Directors of HEC to render this opinion and will
receive a feo Ibr our servic€s, which will be paid rpon the rendering ofthis opinion. In addition, HEG
has agreed to reimburse our expenses (subject lo certain restrictions) and indemni$/ us against certain
liabilities arising out ofour cngagemem.

We and our affiliates comprise a full-sen ice securities firm and commercial bank engaged in securities,
commodities and derivalives lrading, forei€n exchsnge and other brokerage activilies, and principal
investing as well as providing investrnent, corporate and private banking, assel 6nd investment
management, financing and financial advisory scrvices and other commercial services and products to
a wide ranSe ofcompanies, governments and individuals. In the ordinary course of our business€s, we
and our a{Ii liates may invest on a principal basis or on behalf of customers or manage funds that invesl
make or hold long or short positions, finance F)si(ions or lrade or otherwise effect tmnsaclions inequity,
debt or othcr securities or financial instruments (including derivatives, bank loans or other obligations)
ofHEG and lheir respective subsidiaries,joint venturesr associates and/or alliliates.

We and our afliliates in the past have provided, currently are providing, and in the future may provide,
investment banking, commercial bankingand otherfinancial servic€s to IIEC and its subsidiaries. ioint
ventures, associates andor atfiliates, and have rEceived or in the future may receive compensation for
the rendering ofthese seryices.

t
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It is understood that this letter is for the benefit and use oflhe Board of Directors ofHEC (in its capacity
as such) in connection with and for purposes ofits evaluat;on ofthe Transaction and is not rendered to
or for the benefit of, and shall not confer rights or remedies upon, any person other than the Board of
Directors ofHEC. This opinion may not be disclosed, referred 1o, orcommunicated (in whole or in part)

to any third parq,, nor shall any public rcfcrcnce to us be made, for any purpos€ whalsoever except (i)
with our prior written consent in each instance; (ii) as required to be disclosed by HEG io the Stock

Exchanges pursuant to applicable laws and may be disclosed on the website of HEG and the Stock

Exchanges to the extent r€quirEd under applicable laws and funher may also be made a part of the
explanatory statement to be circulated to thc shareholders and/or creditors ofHEG; and (iii) as required

to be disclosed to re levant j udicial, rcgulalory or govemment authorities, in each case only as may be

mandatorily required by applicable laws. Our opinion is necessarily based on financial, economic,

monetary, market and other conditions and circumslances as in effect on, and the information m6de

available to us as of, thc date hereof. It should be understood thal subs€quent developments may affect
this opinion, and wc do not have any obliSation to update, r€vis€, or rcaffirm this opinion.

R TIONALE & CoNCLTJSION

Yours faithiulll.

I.'or ICICI Sccuritics Limilcd

(SEBI forthe Merchant Banker: MB/INM0000l ll79)

a

Raghavan Subrarnanian

Head - Structured Products

ICICI Securities- Mumbai
Date: March 10. 2025
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In the circumstances. having regard lo all rclevant factors and on the basis of information and

explaoations given to us, we are ofthe opinion on the date hereof, that the Share Entitlement / Exchange

Ratios. as r@ommended by the Registered Valuer is fair.


