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Aamir Salman Rizwan
chartered accountants

Our ref: BAS/ASR/2023-24/103
07 February 2024

The Board of Directors

B e e

ITANZ Technology (Private) leited
' 623-B, PCSIR 11, ,_
Lahore. ; :

Zahur Cotton Mills Limited -
623-B, PCSIR 11, IR
Lahore, ST

Dear Sirs,

Subject: Detenninaﬁoﬁ-;a f Shz i
TTANZ Technology

: Issuance Ratio in the Reverse Merger of

Aamir Saltman Rizwan Chattered Accou ht}}
“ASR”) have been appointed to assist i thE «
Cotton Mills Limited (hereinafter referred
Technology (Privatc) Lumtcd (hcrcmaft«;r
ITANZ and ZHCM. ;

1. Understanding of the-_Tr.ans_a__ ot

, ' Weunderstand that the managem  hath: the companies havc principally agreed to

: achieve the amalgamation of ITANZE ICM'in"the form of a reverse merger, the
consequent transfer to and vesting in"ZHCM of all assets and lizbilities of YTTANZ, the
dissolution, without winding-up, of IT ANZ, and allotment and issue of ZHCM shares to the
shareholders of ITANZ (hercinafterr ferred to as the “Amalgamation”) based on the
valuations and share issuance ratio detéfmined in this letter.

The share issuance ratio being dctqn;iif{?d on the basis of calculations and valuations set out
in this letter will be used in the draft Sgheme of Amalgamation, to be duly approved by the
board of directors of both companies j‘

companies is envisaged to be effective b3 on the date which is sanctioned by the respective
Hon’ble High Court (hereinafter refcrr to as the Court),

) e

The draft Scheme of Amalgamalion_,tpali duly approved by the boatd of directors of both
3
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2. About the Companies

2.1

2.2

2.3.

Aamlr Salman Rizwan

charterad accourdards

Brief Overview
ITANZ Technology (Private) Limited

ITANZ Technology (Private) Limite :I/ITANZ is a private limited company engaged in the
business of providing consultancy services in the field of information technology (IT) and
IT-enabled services including softwate development, installation and lmplementanon
services, and other IT-related supplm& and services, The year-end of the company is June

30%.

Zahur Cotton Mills Limited i
L

Zahur Cotton Mills Limited/ZHCMiis a public limited company quoted on the Pakistan

Stock Exchange (PSX). The princip zictwlt}' of the company is manufacturing and sale of

grey fabric. However, after sustainingilosses for several years, ZHCM has shut down its

production activities, liquidated its.a £ets and, thereaftert, temained dormant. The year-end

of the company is June 30 i

Share Capital of Companies

1 ITANZ §0,000 10 500,000
2 ZHCM 9,860,000 10 98,600,000
Pattern of Shareholding.

Shareholding pattern of ITANZ aé . September 30, 2023 was as follows:

1 | Syed Ahmed Bilal | i! 39,000 78.00%
2 Syed Asim Zafar .} 5,000 10.00%
3 Muhammad Mustansar Shafiq 5,000 10.00%
4 S M Abdullah Al Muttaglii 500 1.00%
5 | Afzal Pervaiz B 500 1.00%
Total L 50,000 100.00%
Shareholding pattern of ZHCM as| 011 September 30, 2023 was as follows:

1 . Javed Zahur . 51.50%

2 Directors, their Spouse, j&tc. 3,500 0.03%

3 Other shareholders . | 4,778,700 48.47%
Total ; 9,860,000 100.00%

o

¥ Interim accounts for the guarter ended September 30, 2023 were ava:lable at the time of preparing this

letter.,
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3. Valuation of Companies

Valuation of a company is generally céjiried out using the following methods:

Breakup value®

Discounted cash flows’

Market value of shares*

Earnings multiple®

Comparable company tmnsactwn

I .

The table hereunder describes the rat.I_Qnale for selection or reasons for not utilization of a
particular approach for valuation of ITTANZ and ZHCM.

Valuation Approach ITANZ ' ZHCM
Breakup Value Used:" Not used as ZHCM’s
. Y breakup value is negative
due to sustained losses.
Discounted Cash Flows Usedi ! Not used as ZHCMs
(DCF) ! business is dormant since
i’ INANY years,

Market Value of Shares Not u§ed as it is a Private Not used as ZHCMs is
Lmut:cd Company and | placed on PSX’s suspended
hem:e arket value is not counter and its shares are
avm]a}b]e not being traded on PSX.

Earnings Multiple Used! | Not used as the business is

g dormant since many years,

Comparable Company Not uged as private Used as a recent transaction

Transaction compgny transactions are involving acquisition of a
genetally not disclosed to similar dormant company
the pliblic {approved by the Hon’ble

i Lahore High Court) was
L identified.

2 preakup Value method involves calculatlng negassets of the company. It calculates how much will the
Company be worth If all of its assats are sold: arig:l liabilitias settled/paid for,

3 Discounted Cash Flows method involves astimating the future cash flows expected to be generated by the
business over an appropriate period and then Scounting it to present value using an appropriate discount
rate, This discount rate considers the time valu Pf meoney, inflation, and the risk inharant in owning the
business being valued,

* Market Value of Sharas method is appllcahle I;Pr thase companies whose shares are being traded on the
stock exchange. This method uses the market- vaiue of shares to calculate the total value of the Company,

% Earnings Multiple method is a business valuatiqn approach that assesses the value of a company by
comparing its market price per share to its earnings per share (EPS). In case if the shares of the Company are
not being traded on stock exchange then ratlo fsmular companles in the industry Is ysed to estimate its
market value, 13

% The recant company transaction method is_fa fdely utilized approach in business valuation that involves
analyzing the acquisition detalls of similar oqh_-uiagnies to estimate the value of a target company. This method
assumes that the transaction value of a compa le company can be a reliable indicator of the target
company's value. One key consideration in emploving this methad Is the adjustment for changes in liabilities
and the time value of money.
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Valuation of ITANZ Technology (Private) Limited — IT

Using the above approaches, the vaiuégion of ITANZ is as depicted in the table below;

"Value- Breakup Value Mafthod 165,491 3,310
2 Value — DCF Method "
{a) + Atdiscount rale_24 3% 1400213] 28,184
Scenario | L3 _
(b) s Atdiscount ra!e‘_‘z u,3% 1246045 | .. - 24939
Scenario Ii St
3 Value - Earnlngs Multlplq Method 699,862 13,999

. S..

Final value of ITANZ is computed as fhe average of these three methods under both
scenarios as follows:

A B LR s e PR Vi ” .
g:fg% of ITANZ at disco j rafe 758,222 15,164.43
2 gg‘lggoof ITANZ at discqu?} rate 704,132 14,082.65

Valuation-of Zahus Cotton Mills 1§ iqénited ~ZHCM

ZHCM is at the defaulter counter of ]116}( and it has also ceased its operations for qmte some
time now. Thetefore, its valuation w4 ;,‘camcd out using a recent company transaction
method, -
In our analysis, we examined a reccht tftansaction where a similar company was acquired at
Rs. 10.78 per share almost 2 years ago ’i‘wth the acquirer assuming liabilities of Rs. 39 million,
Adjusting for changes in liabilities, wetalculated the Adjusted Acquisition Price for the
similar company. Subsequently, to acctbunt for the time value of money, we applied a
discount rate of 24.64%. The adjust ﬁ)rescnt value of the acquisition, after considering both
changes in liabilities and the time valu;el of money, yielded the follomng valuation of ZHCM:

Value of ZHCM

‘4, Share Issuance Ratio. Range C mputatlon

Total cons‘iderauon to be pald by ZHEM to the sharcholders of ITANZ will be in the form
of shares.



However, the share issuance ratio will depend upon range of

determined above. The number of shares of ZHCM to be issued to sharcholders of ITANZ,

under ,both:_ scenarios, has been determined below:

e OO A
4ti0.R

ﬂ";zcafﬁ’*ﬁta"iio”h_,., EEaRES

Per Share Value EﬁTANz
(PKR)

: _15,16'4.4‘3_,

14,082.65

Per Share Value of ZHCM
(PRR)

774

7.74

Share issuance ratio (number of
shares of ZHCM fo be issued
| against each share-6f [TANZ)

1,959.23

1,819.46

Shares of ZHCM to'be |ssued to
ITANZ members o

97,961,500

90,973,000

ZUICM wiil havc to issuc sh'ircs to the shareholders of ITANZ in the range of 97,961,500 to
90,973,000 dependmg upon the approval by the board of directors and members of
rcspecuve comparties and sub}cct to sanction of the rcspecnvc Court in- accordancc wlth the
rrovlsson of Sccuon 279 to 285 of fhc Companlcs Act 2017 ‘

Caveat.;
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'I'luu sharc issuagce lcl ter is sub]ect to hmxmtlons dct'uled hc:cm I'lus letter is to e
read in totality, and not in parts, in conjunction with all the relevant documients referred
hercin,

This letterhas been prepa:ed solely for the transaction referred above in relation to the
draft Scheme of Am1lgam:tt10n and accordingly, it is not to be used by any other petson
or for any other purpose.

We have no responsibility to update this letter for events and circumstances occurting
after the date of this letter.

Valuation is not a precise science. It is subjectve and requires the application of
expetience and judgment to given facts to arrive at conclusion. There is no single
“right”” answer, rather there are reasonable and reasoned values, Hence the actual
results and the valuation are likely to be different than projected, since anticipated
events do not occur as expected and the variation could be material.

This letter does not in any manner address the prices ac which the shares of ZHCM will
transfer to the sharehiolders of ITANZ following the announcement of the Scheme of
Amalgamation, and we express no opinion or recommendation as to how the
sharcholders of the companies should vote at any shareholders’ meeting to be held in
connection with the transfer of shares. .

Managerent representation has been obtamcd on future forecasts and the valuation
assumptions of FTANZ and ZHCM.,

A draft of chis letter was shared with the managements of ITANZ and ZHCM, prior to
its finalization, as part of our standard practice to make sure that factual mnccurncy/
omissions arc avoided in the report.

All accounting matters in relation to the transaction wﬂl be the rc5pon51b111ty of ITANZ
and ZHCM.
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The procedures performed for isswing this letter, do not constitute either an audit ot a
teview made in accordance with International Standatds on Auditing ot International
Standards on Review Engagements, therefore, we do not, heteby, express an opinion or
other form of assurance. o

This letter is based on the ﬁgu_fpsi, ﬁ_%availﬂblc at September 30, 2023. We have not audited
the financial accounts of the companies.

In rendering this letter, we have hot provided legal, regulatory, tax, or accounting advice
and accordingly we do not assp;ni‘li: any responstbility or liability in respect thereof.

In addition, we do not take any éﬁsponsibility for any changes in the information used
by us to arrive at our conclusionids set out here in which may occur subsequent to the
date of this letter or by virtue of ‘_lf‘;lct that the details provided to us are incorrect ot
inaccurate. -t

This letter and the information contained hetein are intended for providing selected
information and only in connc;ctiqim with the purpose mentioned above ot for sharing

- with sharcholders and management of the companies, statutory authorities, and the
respective Hon'ble High Court. - ;

i3
o

Your truly,

hartered Accountants
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