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Reliance restricted         

28 October 2021 

 
SaT/052/2021  

Fauji Cement Company Limited  

Fauji Towers, Block-III,    

68-Tipu Road, Rawalpindi 

 

Askari Cement Limited  

Fauji Towers, Block-III,    

68-Tipu Road, Rawalpindi 

 

ATTN:  Mr. Omer Ashraf 

Chief Financial Officer  

Project Cement: Valuation Advisory Services for Determination of Share Swap Ratio 

 

Dear Sir, 

In accordance with your instructions, we have performed the work set out in our Engagement 

Agreement dated 28 September 2021 (the “Engagement Agreement”) to assist in fair market valuation 

for determination of a share swap ratio for the proposed merger, through a Scheme of Arrangement 

(“the Scheme”) under Sections 279 to 282 of Companies Act 2017 (“Act”), of the following entities 

(hereinafter collectively referred to as the “Companies” or “Client”) as at 30 June 2021: 

1. Fauji Cement Company Limited (“FCCL”), a company limited by shares and incorporated in 

Pakistan as a public company and being a listed company, having its registered office at Fauji 

Towers, Block III, 68 Tipu Road, Chaklala, Rawalpindi, Punjab 46000, Pakistan; and 

2. Askari Cement Limited (“ACL”), a company limited by shares and incorporated in Pakistan as a 

public company, having its registered office at Fauji Towers, Block III, 68 Tipu Road, Chaklala, 

Rawalpindi, Punjab 46000, Pakistan. 

We understand that the respective shareholders of the Companies intend to enter into the Scheme 

involving (i) transfer to and vesting in FCCL of the entire undertaking of ACL inclusive of all properties, 

assets, rights, liabilities and obligations, (ii) the issuance of shares of FCCL to Shareholders of ACL, and 

(iii) dissolution of ACL without winding up (“the Transaction”). 

The arrangements contemplated under the Scheme shall allow the Companies to effectuate the 

commercial arrangement envisaged by the respective shareholders of the Companies, through 

provisions of sections 279 to 282 of the Act. 

For this purpose, the Companies have jointly engaged us to assist them in the determination of the 

share swap ratio for the proposed merger based on the fair market valuation of the respective entities. 

The share swap ratio is based on information provided to us by the Management. Capitalized terms 

used in the letter are as defined in the Scheme. 
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Purpose of our letter 

The scope and nature of our work, including basis and limitations, are detailed in our Engagement 

Agreement dated 28 September 2021. The scope of our work was to undertake a fair market valuation 

of the Companies based on internationally accepted valuation approaches. We understand that our 

letter shall be used solely for the purpose of assistance to you in executing the proposed Scheme 

relating to the Transaction. 

Shareholding information of the Companies 

ACL 

The authorised share capital of ACL is Rupees ten billion (PKR 10,000,000,000/-) divided into one 

billion (1,000,000,000) ordinary shares of Rupees ten (Rs. 10) each, of which 160,098,723 ordinary 

shares are issued and fully paid-up. The entire issued and paid-up ordinary shares of ACL are held 

directly or indirectly through nominee directors by Fauji Foundation and hence ACL is a wholly owned 

subsidiary of Fauji Foundation. 

FCCL 

The authorised share capital of FCCL is Rupees fifteen billion (PKR 15,000,000,000/-) divided into one 

billion five hundred million (1,500,000,000) ordinary shares of Rupees ten (Rs. 10) each, of which 

1,379,815,025 ordinary shares are issued, subscribed and fully paid-up. Thirty-nine-point four percent 

(39.4%) of the issued share capital of FCCL is held by Fauji Foundation.  

Key provisions of the Scheme 

The key provisions of the proposed Scheme, shared with us by the Management, which form the basis 

of our computations, are mentioned below: 

1. The ACL Undertaking as defined in the Scheme including all the properties, assets, privileges, 

powers, bank accounts, trademarks, patents, licenses, permissions, authorizations, permits, 

rights, liabilities and obligations of ACL and further detailed in Clause 1 of the Scheme shall stand 

transferred to and vested in FCCL; 

2. FCCL shares shall be issued to Shareholders of ACL simultaneously in accordance with this 

Scheme and ACL shall stand dissolved without winding up; and 

3. The Scheme, when approved by the respective shareholders of ACL and FCCL and sanctioned by 

the Court by an order passed in this respect, shall be binding on ACL and FCCL along with all the 

shareholders and creditors in relation to each of ACL and FCCL. 
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Computation of share swap ratio  

► The results of our valuation exercise and resultant valuation ranges using internationally acceptable 
valuation methodologies and share swap ratios are presented in our valuation report. For the 
purposes of this letter, the share swap ratio computed using mid values of the fair market valuation 
ranges determined as part of the valuation exercise, is presented below: 

Table 1: Valuation  

PKRm FCCL ACL Swap ratio 

Range Mid Mid FCCL:ACL 

Income Approach 53,323.1 34,739.5 5.6:1.0 

Market Approach 55,998.4 31,121.4 4.8:1.0 

Cost Approach 31,421.6 16,767.2 4.6:1.0 

 

Based on the above valuations, the range of share swap ratios have been determined as 4.6 to 5.6 

shares of FCCL against 1 share of ACL with an average share swap ratio of 5.0 shares of FCCL 

against 1 share of ACL. 

This letter has been based on information and workings made available to us. We have no 

responsibilities to update our letter with respect to any circumstances, and information that becomes 

available, after this date. This letter is subject to the statement of limitations attached in ‘Appendix A’. 

Our scope of work is limited to determining the fair market valuation and resultant share swap ratio 
based on internationally accepted valuation methodologies including Discounted Cash Flows, Market 
Approach and Adjusted Net Asset Value. The selection of the share swap ratio entails consideration of 
several factors some of which EY Ford Rhodes may not be aware of. The evaluation of these factors or 
any related advice does not form part of the scope of our work. We highlight that our letter does not 
constitute investment advice or a recommendation to the Companies on their future course of action. 

While our letter would assist Management of the Companies in forming their views on the swap ratio, the 

ultimate decision with respect to appropriate share swap ratio, based on the valuation analysis presented 

above, would nevertheless be that of Shareholders and the Board of Directors of the Companies. Refer 

to ‘Appendix A’ to this letter for further information. 

We appreciate the opportunity to be of service and would be pleased to discuss our findings with you. 

Yours faithfully, 

 

 

ZH



Appendix A 
 
 
 
 

4  
 

Statement of assumptions and limiting conditions 

Our work is contingent upon the following limiting conditions: 

1. The swap ratio computed herein is based on internationally accepted valuation approaches i.e. 

Discounted Cash Flows, Market Approach and Adjusted Net Asset Value. The ratio has been 

determined on 30 June 2021 as requested by the Management of the Companies. 

2. This letter is intended for use only by the party to whom it has been addressed. Mere possession 

of this letter does not convey the right of reliance, nor may reliance be placed by any third party 

for any other purpose than that for which it was prepared.  

3. The swap ratio contained in this letter is intended only for the purpose of assistance to the 

Shareholders as stated in the opening paragraph of this letter. Subsequent changes in the 

provisions of the Engagement Agreement and the adjustments therein could result in a 

substantially different swap ratio than that estimated and presented in the letter. EY Ford Rhodes 

is not required to revise or update this letter to reflect events or conditions, which occur 

subsequent to the date of this letter. 

4. Audited financial statements approved by the Board of Directors of the respective Companies as 

well as the Fixed Assets Valuation Reports, which were provided by Hamid Mukhtar & Co., used 

to determine the adjusted book values for cost approach were for the period ended 30 June 

2021.  

5. We understand that the letter would be shared with the Companies’ shareholders, Management, 

lawyers and consultants to the Transaction, relevant Regulators, and the Honourable High Court. 

However, please note that the letter should only be used for the purpose stated above and any 

summaries of, or references to this letter that are to be presented to any third parties must be 

reviewed by us, and that information may not be released without our prior written approval. 

Our letter may not have considered issues relevant to any third party. Any use that any such 

third party may choose to make of our letter is entirely at their own risk and we shall have no 

responsibility whatsoever in relation to any such use. Accordingly, we do not owe a duty of care 

to any third-party reader of this letter. 

6. Information provided to us by the Management forms the basis upon which our workings were 

conducted. Omission of any material information provided to us would have a significant impact 

on our workings. Further, it is our assumption that the workings of the Companies provided to us 

are approved from senior officials of the Companies for this exercise. 

7. We have relied on the accuracy and completeness of information obtained from the Management 

of the Companies and hence did not independently verify such information unless otherwise 

stated.  

8. This letter should not be considered as investment, tax or accounting advice and does not 

constitute a fairness opinion. 

9. We understand that the letter would be shared with the Companies’ shareholders, Management, 

lawyers and consultants to the Transaction, relevant Regulatory Authorities and the Honourable 

High Court. In addition, the letter may also be shared with the Securities and Exchange 

Commission of Pakistan (“SECP”), Competition Commission of Pakistan (“CCP”) and Pakistan 

Stock Exchange (“PSX”) (Collectively referred to as “Regulators”) as part of regulatory filings 
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for the proposed Scheme. We are prepared to share our letter with the Regulators to fulfil the 

regulatory requirement provided that: 

a. The Client and the Regulators understand and confirm that this letter has been prepared 

solely in relation with the Transaction and for the benefit of the Client and we owe a duty 

of care only to our Client with whom we have signed our Engagement Agreement. 

b. The Client and Regulators understand that the conditions stipulated in the following 

paragraph will be adhered to: 

i. This letter has been prepared solely for the purpose defined and the benefit of the 

Client. It cannot be used or relied upon for any other purpose or by any party except 

the Client. For the avoidance of doubt, we do not owe a duty of care to any party who 

has not agreed the terms of our Engagement Agreement or where we have not 

specifically agreed to owe a duty of care to such parties.  

ii. Accordingly, any party other than the Client should not use or place reliance on our 

letter nor they can claim that they have done so. We assume no responsibility 

whatsoever or be held liable for losses third parties may incur in respect of or arising 

out of or in connection with the use or reliance by third parties on the contents of this 

letter. If third parties choose to use or rely in any way on the contents of this letter, 

they do so entirely at their own risk. Further, access to our letter is limited to those 

parties to whom we have specifically provided our consent and any party who has not 

been provided with such consent should not have access to our letter and must not 

read any further. 

 

Sources of information 

We have considered audited historical financial statements and other documents provided by the 
Management in our valuation analysis. We have used information from the following sources: 

▪ Audited financial statements of the subject Companies for the period ended 30 June 2021; 

▪ Projections / workings provided by the Management via file named ‘05 Oct 2021 - Merged FM - 
E&Y’; 

▪ Conversations held with authorized personnel of the Management to obtain an understanding of 
the business for the purpose of the proposed Scheme; and 

▪ Fixed Assets Valuation Reports of the Companies, from Hamid Mukhtar & Co, pertaining to the 
financial statements of the period ended 30 June 2021. 

 


