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Sub: Recommendation of fair equ ity share exchange ratio for the proposed m erger of REC 
Limited into Power Finance Corporation limited 

D ar Sit I Mildam, 

WI' reler 10 Ihe respeCtIve engagemem lellers ("Engagement Agreemenr') 01 Einsl & Young Melcha", 
Banking Servi ces LLP ("EY") and RBSA Va lual ion Advisors LLP ("'RBSA', (collectively I efell eli II, ,,, 
'Valuers"), EY IS JpPolf1ted by REC Limlled ("REC') dnd RBSA is apPoInted by PaWN Fin,lnce Cor pOI "II' ,II 
llmil ed ("PFC") 10 assist in I ('comrnendlng the fail equi ly sh,1I e exchang 'dliu ("Share Exchange Ratio") 
in connN tlon wllh Ihe propo ed merger by absol plion of REC InlO prc purs"ant to ,1 Scheme 01 mel ~el 

undel Sections 230 to 232 and other applicable proVISions of the companies Act. 2013 ilnd Olher 
appli("ble laws, rules ami reguldtions ('"Proposed Mergel "). 

REC and PFC are hel einafter Jointly referred 10 as the "Companies'" ilnd "Clients", as the co ,r ll ext "'dY 
lequire. 

FY "lid RBSA are herelnaftel jOintly referred to as 'Valuers'" or "Registered Valucrs'" or "we" or "liS'" In 

Ihl repllll ('"Report'"). 

Ti,p 5hal e Erchange RallO lor IhlS Report relers to number of equity shal es 01 PFC whlrh would I),' 
bsucd und allotted to the equIty shal choldcrs of REC. as conSIderation for the Pl oposed Mergel . 

OUI dclivcr.,ble for this engageinent would be il rcpol t t ccolTlmcndlng tile Shell (' ~xrhdng(' R(llio for 

Ihe Proposcd M rge, Wi lh valualion dal!' rlS 23 Jllne 2026 ("Va luation Date") bei llg II Ie 1.1 l II ,,,j,ng <lay 
011 which, Ihe n l ice fOI the Boal d Meeting for conSidering the Proposed Mel gel WdS ontlmarc" I tl e 

slOck cxrl1ilnges. 
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Recommendation of fa ir equity share exchange ratio for the proposed merger of REC limited into Power Finance 
Corporation Limited 

SCOPE AN D PURPOSE OF THIS REPORT 

Power Finance Corporation Limited ("PFC") was incorporated on 16 July 1986. as a (olnfldny IlIlllted tly 
shal cs undel the provisions of COll1panleS Act, 1956, and is registered With Ihe Registrar of Companies, 
National Capital TerritDlY of Delhi, with ON: L65910D11986G01024862, having liS legistered olll(e ill 
"UrJanidhi", 1, Barakhamba Lane, Connaught Place, New Delh,· l 1 0001, India. 

PFC IS a Gavel nment Company and is registered with the Reserve Bank of InrJia as a non.deposll taking 
Non-Bdnking Fillancial Company - Infrastructure Finance Company ("NBFC- IFC") and has been accorded 
Mahar i)tna slatus by the Government of Indi a, It is engaged in ex tendmg financial d<)sis(rll1({' to pow!'!, 
logistic.;, cm e! in frastrunlJl P senor. It extends fund-hosed and nOl1- lind-based finallciill ils',j'jt,lnre to 
Stale, Central and priva le sector entit ies. 

FOI the flnandal yeal ended 3 1 March 2026, PFC reported a revenue from orerations of ,NR 53,504 
(IDle and plofit after lax of INR 20,051 crore on a standalone iJasis. 

REC limited ("REC") was incorporated on 25 July 1969, as d lDlTlpany limited by 'hares unrici Ihe 
pi QvisiOllS of COl npanlCS Act, 1956. and is registered WIth the Rpgislra r or COl npdnie':., National (t1pital 
TCII itDlY of Delhi, Will, (IN: L401 01 DL I 969G01005095, and I,aving its I eglstered office at Cal e 4. SCOPE 
Complex 7, Lodhi Road, New Delhi - 110003, India. As o f Ihe Valuation Date, PFC holds a 52.63~, stake 
in REC Limited. 

REC IS a Govelnment Company and is registered with the Rese l ve Bank of India a, a non-dellOSittahlg 
Non-Banking Financial Company - Infrastructure Finance Company ("NBFC· IFC") and has been accorded 
Mahal atna status by the Gavel nment of India. It is engaged in extending financial assiSianre to powel, 
logistics and infrastructure seClor. It extends fund-ba5.ed and non-funcl -based fman cidl i1<;si~l(ln(€' to 
Sldte. Cen tl al and priva te secto r entities. 

FOI the financial yeal ended 31 March 2026, RE C reported a revenue from opel ill ions of INR 59.140 
eraI''' ""d a profll after tax of INR 16,282 crore on a standalone iJasis .. 

On 1 FeiJnlalY 2026, the restructuri ng of PFC and REC was announced in the Union B"dg~1. 
Sul)scquently, on 6 FeblUalY 2026, the Board of Dllenors of both PFC and REC glanled in-p"ntirlp 
approvdl fOI the mCI gel of PFC and REC. 

We understand tha t the managemenl of the Companies (collectively, the "Managemem") are evaluaiing 
a mel gel of REC 11110 PFC, pUi stlalll 10 a Schcme of Mcrger undel Sections 230 to 232 of the Comranies 
Act, 2013, including any statutory modifica t ion, I eenactmenl 01 amendment thel eof, and othel 
applic" ble securities and capita l market laws and regu lations (the "Scheme"). Under the Scheme, REC is 
pi oposed to be merged by absol ption Into PFC as a going concern with effect from the appointed dilte 
of I April 2027 "Appointed Date" (CIS de filled ill the Scheme') means rile opening of business all 1 Aprir 2027. 
or such Dchet date thol IS mutually agreed in wliling between the Tlonsjrror Company and rhe Tran'ijel. f 

COli/pOllY. 

As a considcl dllon for the P, oposed Merger, equity shares of PFC would be issued to cqu,ty 
shaleholdNs of REC. Since PFC is one of the shareholders of REC, equity shales of PFC Will be iSSUNi 
only to the I emaining shareholelers o f REC The existing equity shal es o f REC held I)y PFC will siand 
("ncelled following the issuance of equity shares of PFC. 

~ ~'ifiTqf~ 
f"...~'O. -.. '<'f!16.~ ~,,~ COR"O ~)\ 
~ '"" lS:a~~~ 

.,.¥ ~R ~~ %a 1YP', t1,£.. 
"" ~. C't. 
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RecommendatIon of fair equity share exchange ratio for the proposed merger of REC Limited into Power Finance 
Corporation limited 

For tllP aforesaid purpose. the Board of Directors of REC have appointed EY and the Board of Direnors 
of PFC have appointed RBSA. the Registered Valuers. to submit a joint repon recommending the Share 
Exchange Ratio for the propo ed merger fOl consldel ation of Ihe Boal d of Directors of the Companies. 
This Rep(JI t will be placed befol e the respeclive Baal ds of the Companies and. to th~ "xtent I elluil eci 
under applicable law, may be 5ubn'lilled to shar eholder s, stock excllanges, Reserve Bank of Il1dl.;1, 
Securities Exchange Board of India. NalTonal Company Law Tribunal. MinIstry of Cal por,np Affairs. 
Government of India and other reglJlatory/governmenlal authori ties in connection with thp Sc.heme 

The scope of our selvices is to conduct a relatTve (and not absolute) valuallol\ of equity sh.)! P'; of til(' 
Companies and I ecommend the Share Exchange Ratio for the Proposed Merger. 

The Valuel s have IIldepende11lly performed thei l analYSIS on the va luation of th .. Companies anrl I,ave 
i ll 1 iv d at dIfferent valut's per share of Companies. However, to arrive at the consensus on the Shan"' 
Exchallge Ratio for the Proposed Merger. appropriate minor adjustments/rounding off have beell done 
ill the values arr ived at by the Valuers. 

We would like to emphasize that ccrtaill tel illS of the Proposed Mergel are 5ta ted ill aUI Repol t 
howcvc l . the dClJiled tel ms of the Proposed Merger shaJl be IllOI e ful ly desCilbed and explained in t h' 

Scheme document to the extellt as required under appilcai:lle law. to be submitted With I cl V,,"t 
authollties in I elation to the Proposed Merger. Accol dingly, the description of the tel m5 "nd celtain 
othel InfOI mation contained hel ein IS qualified in its entircty by refe l ence to the uncle llying Scheme 

It is clarrfled tha t any refel ence to thiS Repolt in any doculllcnt andl 01 filing With any IT Ibullall Judic,al! 
reBulatory au th oritresl government authoritiesl stock exchangesJ couns andlor sharing Wltl 

shal eholdersl professional advisorsl merchant bankers. in conneClion with the Ploposed Mel gel. sl'd ' 
not be deerned to be an acceptance by the Valuers of any responsibili ty or liability to any pel 50111 pdl ty 

othel than to the Clients. 

We have been pi ovided With the audited consolidated and standalone fina nCial ,tatements of REC anf! 
PFC fOI the year ended 31 March 2026. We have taken into con51cleration the CUll em mdl kct 
parameters In our analYSIS and have made adjustments for additional facts made known to uc;, III tnt· 

dale of OUI Report. 

ThiS Report IS OUI deliverable fOl the above engagement. This Repolt is subject to the scope. 
assumptions. qualifications. exclusions. limita tions and disclaimel s detailed hel einaftel. As such. the 
Report IS to be read in totality and not in parts. in conjunction with the relevant documents Idefled to 
Ihf'r ein. 

BACKGROUND OF VALUERS 

Ernst & Young Merchant Banking Services lLP 
EY IS a limitecllialJility Partnership leglstered undel The limited liability Pa rtnership Act. 2008 havillg 
its I egistered office at The Rui:ly. 14

'" 
Floor. 19 Senapatl Bapat Marg. Dadal West, Mumbal - 400028. We 

are registered with the Insolvency and Bankruptcy Board of India ('I BBl'). as a Registered Valuer for asset 
flass - 'Securities or FlI1ancial Assets' with Registration No. IBBI/RV-E/OS/202 t 115S. 
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Recommendation of fair equity share e:xchange ratio (or the proposed merger of REe limited into Power Finance 

Corporation limited 

RBSA Valuation Advisors LLP 
RBSA is ~ Limited Liabili ty Pa llnership regislered lIndpr The Limited I iability P~III1PI~hip Art. 2008 
having ilS I egistered office al Unil 1081 & 1082,8'" Fl oOI, Building No. 10, SOIltall e Cal pOI dte Pal k, GlIlll 
Hargov!nclji Road, (hakala, Andhel l East, Mumbai - 400 093. We are registered with lhe Insolvency and 
Bankruptcy Board of Ind ia ('IBBn, as a Registered Valuer for asset class - 'Securlues or Financial Assets' 
wi lh Regislration No. IBBI/RV·E/05/2019/11 0 

SO URCES OF INFORMATION I MAJOR FACTORS THAT WERE TAKEN INTO ACCOUNT DURING THE 

VALUATION 

In ronnetlion with this exerCise, we have used the following infonnilllon 1C'{PIVPcJ from tllC 

Man~gement ~nd/o l galhered f,om public domain while arriving al lhe Share Exch'lI1ge Rdlio f" , lhe 

Ploposecl Mel gel: 
• DI aft Scheme; 
• Annual I epo l ls of lhe Companies for financial year ("FY") FY22-FY2S; 
• Audiwd 5Iandalone anel consolidaled financia l SlalemenlS (pronl and I O~5 ac(oullt and balan(~ 

sheet) of lhe Companies fOI FY26;Audited Financial statements (pi of It and loss aCCOllnl 'lI1e1 
balallce shee l ) of the Companies' subsicl ial ies for FV26; 

• Number of shares oUl standing of lhe Companies as of l he Valuation Dilte; 
• Discussions wi th the M.Jnagementl Companies to obtain requisite explanati un dnc.l clari fkatioll of 

dara pi ovided; 
• DiSCUSSions wilh ll)e ManagemenU Compan ies to illter alia unclersland lhell perception of 

historical, macro-economic pararneters and key value dl ivers affeeling lhe COlnpanies; 
Markel cornparables andlor transactionS, lo the PxlPnl inforrnalion on COmpill tlble COilipallit:''i1 

l! ansactions is I eadlly availab le in the public dOf"tlain; and, 
• Othel I elevanllnfollnalion and documents ror the purpose of this pngagernent prOVided lhl ough 

ernail 01 hard copy of documents or during dISCUSSion. 

In add Ilion, we have obtarned Infol mation f,orn publIC SOU l cesl proprielal y da labase~ " ,duding 

quarterly I esults. 

Dw ing discussions wllh Ihe Management, we have also obtain d explana tions, In fo l maliOIl dlld 
r ~ pr esemCl lions. which we believed were reasonably neceSSClI y and releve-1m for our eXPfClSC. Thp 
Chen ts have been pi ovided with the opportunity to I eview the draft I epoll (excluding the 
r('(ommended Share Exchange Ratio) as parlor our swndard platticc to make sure tli elt fdClLJtll 

inaccur acyl omissions arc ,Jvoidcc! in CUI Report. 

We undel stand from the Management and the Scheme that all assets and liabilltlcs of REC shall vest in 
PFC pursllant to the Proposed Mergel. The Proposcd Mel gel' woulcl I esull in a dilution of li)p 
Government of India's ("Go I") shareholdrng pel centage in PFC OWing to the IS uance of equilY 'h'" ~s 
(0 t!)C publiC shareholde l s of REC. Managcment has repl esenled lhat applopllate step', $11all UI 
undertaken by the Gal. subjeclto applicable laws, I egulatory app' ovals dnd corpu ' ate illithol17dtinns, 
to cnsUi e thilt the fnef gcd entity (ominues to qualify a..:. iI GovellllTlenl Company UIlUPf the 11' QviSion 

of lllP Com panIes AC.l, 20 13 df ld that th e Gol con tinues to hold O1oJjOllly voting rights ell.d cor U 01, 

dif('(tly or 1ndil eClly. in the mel gee! entity. 
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applicable I egula tions. Management has ru rther represented that ther e i3r e no unusual 01 abno' mil l 

events affecting the Companies which materially impact their operating or financial performanc and 
that alllllater ial infO! mation relevant to the pi esent valuation exercise has been cliscloitccI to us. 

We Ilave been informed by the MrmagelllPlIl that: 
1 In the ven t that either of the Compan ies restructure their equity share ("1',1,11 I,y W"Y of , lid"· 

spl it/consolidation I Issue of bonus shares before tile Proposed Mer gel becolnes effect ive. I Ill' bSUf' 

of shales PUI sualll (0 the Shal e Exchange Ratio recommended in thiS Repolt shall be adjusted 
accordingly to take into account the effect of any such COl pOI ate aClions. 

2. l illthe Proposed Merger becomes effective, none of the Companies would declare any substd l1 tidl 
dividends having materially diffci cnt yields as compared to past few yearc;. 

3 there ~I e no unusual/abnormal eventS in the Companies materially impacting thell oper " " 0W,/ 
fmancial position after 3·1 Ma, ch 2026 till the Repol t date. 

W have relied on the above while an iving 0t the Share Exchange Ratio for the Proposed Mergel . 

We WCI C informed that Nuvama Wealth Managemelll limited ("Nuvama·') and 581 Capital Mal kl't> 
limited ("581 Caps'·) have respectively been appoinled hy REC and PFC to pi ovicle lall ness opinio" s on 
the Share Exchange RatiOS I ecommencicci by EY anrl R8SA 111 connection With the Ploposed Mergel. At 
Ihe requesl of the respective Companies, EY and RBSA held discussions wilh Nllvd",a <lnu SBI Caps. 
respectively, regarding their valuation analyses. 

PROCEDURES ADOPTED AND VALUATION METHODS FOLLOWED 

In connection wi l h this exercise, we have adopted the following pro(cdtJres to (c1rry out the valtl tllion: 

• Requested and received financial and quali tative information, itnrt clarifications rega(d lng pa t:j l 
financial performance of the Compilnies, their subSidiaries and associates, as I elevan!. 

• Considered da ta read ily available in public domain related to the Compallles, Iheir subsirliarlps and 
associates, and irs peers. to the extent re levanl. 

• Discussions (physical/over call/ email) with Ihe Management 10 undersland the huslness dnrJ 
fundillnentill factors that affect its earning-generating cilpabili ty and 11i5tolicdl finann,,1 
performance of the Companies (reler summalY in Annexure I ) and their subsici ial ies. 

• Undeltook high level industry analysis baSIS dala readily available in the public domilin: 
ReSPilrched pllb licly available mal ket da la including economic factors and industry lIends Iha t 

may impact the valuation. 
Analysed key trends and valuation multiples of comparrtble companies using prorr If' talY 
ciilt"b.)ses subscribed by us or our network firm.;; . 

• Ohtnined and analyser! market prices, volume datcl and other relevant infOi mr1lion (or COmpiln lc5. 
• Selected inlerna tionally accepted valuation methodology/(ies) as considered aPI" opriilte hy 115, in 

accordilnce with the I nlernational V,Jluiltion standa rds (effective January 31, 2025) pub lished by t"~ 

International Valuation Standards Council. 
• An lved at the fair equity value of Ihe Companies in ordel to conclude ouf analysis on Shdle 

Exchange Ratio fOi the Ploposed Mergel. 
Discussed Qllr va luation with fairness opinion provider. 
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SC OPE LIMITATIONS. ASSUMPTIONS. QUALIFICATIONS. EXCLUSIONS AND DISC LAIMERS 

This Rppol t is sul)ject to the limi tations detailed in t ile lespe tive Engagement Agreement. As surh, the 
Repolt i5 to be read in totality. and not 111 pal ts, in conjunction with the rei vant documents 'Pfell eel to 
hel pin and in the context of the pUi pose for which it IS made, 

P, Qvisiol1 of valuation opmlon~ and consideration of the issues described hel pin ill (' tlr Cd':. of oor 
II 'gil 1("11 practice. The services do not represem accounting. assurance, accounting / tax dUf Ill/gencl'. 
lOllsulli llg or tax related services that may otherwise be pi ovided by ljS 01 our network fllll1S. 

The usel to which this Report is ~delrpssed should read the basis upon which the Vdludtion has been 
done ilnd be awale of the potemial for later variations In value due to faCLOrs that ,1re unfoll_".et·n al 
th Valuation Date. Due to pOSSible changes in mal ke t fOI ces allCl circumstances, thiS valudton Rep'" t 
C,1n only be regarded as relev~nt as at the Valuation Date, 

Wllile 0111 work has involved an analysis ot fInancial information and dccounung I ecol cis. oU' 
engagC'mem does not include an audit in accordan ce with genel ally accepted iludJling sttlnnrH<lS of tiw 
Client's existing business records, Accordingly, we expl ess no auclit opinion 01 ,my othel form of 
dS5ur ance on this information. 

ThiS Repolt, its contents and the conclusion herein are specific to (i) the PUI pose of valuation agreed u', 
per the terms of our engagement; (il) the Report date; (i ii) audited standalone anel (On<;olrdateci f,nallfldl 
Sl,llPrlll'nrs of the Companies; and (iv) other infOlmaUon obWined by us flon1 l imp to tinH'. We h,lVl' 

IlPPIl IllfOlIllPclthat the busine s aClivlties of tile Companies have b en carried out in lhe normal (11 d 
OIdilliVY course between 31 Malch 2026 and [he Report date and that no IlltlU'lldl dldll~t..'~ have 

OCCUI reel in their I espewve opel allons and financial position between 31 Mallh '026 dnd Ih·' R~I'UII 
rlatt.~ . 

An analysis of such nature IS necessanly based on the prevailing stock market. linancial. econOI nl( and 
othel (onditlons In general and Industry trends In partICular as In effect on, and the infolmatlon ITIrtd,' 
availahle to us as of, the dale herpof. Even ts OCUli I ing dftel the date hereof may c1ffcct this RCPOf t ,lwl 
tile cissumplions used in 11' eparing It, and we do not assurn any oblIgation to Upciclle, I evi~e or I ~clf'lI III 

til is Repult. 

In a(COI dance wi th the tel ms of our engagement, we have assumed and I el ied upon, Without 
independent verification, (i) the accuracy of the information that was publicly ,wailable and formed a 
SlIbsldntial basis for thiS Repol t and (I i) the accul ,lcy of information made available to 10' by 
M" nagemenl. In accordance With our Engagement Agreement and in accordance With the ClIstOln,,,y 
approach adopted rn similal valuation exelcises, we have not audited or othelwlSe invest g,ned tho 
histOrICal financial in formation pi oVlded to us, Accordingly. we do not ex pi ess an opinion 01 orle' any 
fOf In of as.sul anee regarding the tru th and fairness of the financial postlion as indicated in the frlldl,ridl 
sLiHements. Also, with I e~pecl to explanations and information sought from the Clients, wc have bePIl 

given to understand that they have not omitted any I elevant and material factors "nel tilat t ley have 
lhetkt!d [he I elevance or miltel ialilY of any specific information to th e present ext:>f(Ic"P Wlltl tJ!> in (,I')!' 

of any dOlll)!. OUI conclusions arc based on the assumptions and Information given by! on hehail of 
the Clients, The Management has indicated to uS that they have understood tilat dny omissions, 
macClllalies or misstatements may materially affect OUI analysisl results. Accordingly, we tlS')llfllP no 
l e~po l1 .,jbillty for any errors in the informat ron furnish d by the Managcmem anrl rh t:>ir Il11pc1C{ on ttw 

* 

1\ <Ii'jqJ~ 
~)..;·''''c "I ~:>. 

i.< .... ,~ 
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Repol t. However, nothing has come lO OU I attention to indicate that the Infonnation provided was 
materially mis·statedl incorrect or wou ld not afford reasonable grounds upon which to base the Report. 

We 11ave also used available market da ta, Irom our respective subscribed da tabases and publl[. donlo'" 
sources, whE;'re appr opriale, fOt whiel, we 01 e not re~ponsible in lei illS of cOlltent and d((UI aLy. TiIf'St' 

SOUl ces are believed to be reliable and therefore, we assume no liabili ty for the truth or accuracy of any 
data. opinions or estimates furn ished by others that have been used in thiS analysis. However, whpI r 
we have I elied on da ta. opinions Or e lIIn ates from external sources, I easonable care 11as been taken 
lO ensure that such data has been correctly extracted from those sources and l or I epl oduced In Its 
propel form and con text . 

The Repor t assumes that (he Companies comply rully with relevant laws and regulatrons appli(al)!e 111 

fill theil areas of operations unless otl"lerwise stated, and that the Companies will he managed in a 
competenl and responsible manner. Further, as specifica lly sta ted to ti,e con II JI y. Ihis Repo/ thas given 
no consideration to mallei s of a legal nature, includlllg issues of legal tltle/ eligibility and compliance 
with local laws, and litiga tion and other contingen t liabilities that ale not disclosed in the audited 
balancp sheets of the Companies. if any prOVided to us. No investigation of the Companies' claim to tit le 
of assets has been made for the purpose of this Report and the Companies' cl aim to such rights has 
been assumed to be valid. Therefore. no responsihil ity is assumed fOI matters of a legal natlilc. We 
have not carried out any physical verification of the assets and liabili ties 0 1 tile CornpanlPs and (clke no 

I esponsibility for the identification of such assets ancl liabilities. 

This Report does not look II1 lO the business/ commercial reasons behind the Proposed Me/gel nor thr 
likely benefits al ising out of the same. Slll1ilarly. it does not address lhe relal ive Il1Prits of the Proposed 
Merge/ a com pal ed with any other al tern ative busilless transaction. or other altel natives. 01 whethel 
or not such alterna tives could be achieved or Me available. This Report is restric ted lO the 
recommenda tion of the Share Exchange Ratio fOI the Proposed Mergel only. FUI [her. the dNision to 
Ctl rry ou l the transaction lies en ti rely wi th the Board of DIrectors of our Client s and the work. clnd lhr 
findings shall not constitute a recommendation as to whether or not the Board of DirectOis of Our 

Clients should cal l y out the transaction. 

It shou ld be undel stood I ha t the valua tion of any company or its assets is Inhel ently "nrrt'Clse anrl IS 
subject lO cel tain uncertall1ties and contingencies. all of which are difficult to preciict and al e beyond 
our control. In performing our analysIS. we made various assumptions Wi th respect to inciustl y 
perf 01 mance and genel al business and economic conditions. many of which al e beyond the lont l 01 of 
the Companies and their 5ubsiciial iest invcstee companies. In additiOn, this valuation will fluCluate WIth 
rha ngpc; in pr(>va iling market conditions. the conditions ilnd prospects, fInancial and otherwise, of t/w 
Companies and their subsidiaries/ investee companies, and othel factors which genera lly influence the 

Valuation. 

Furthel, by its very nature, valuation work cannot be I egarded as an exact science and the conclusions 
arrived at in many cases wil l of necessity be subjective and dependent on the exercise of IIldividual 
judgment. Thel e is. therefore, no indisputable single value. While we have provided an aSSPssllwnt of 
the value based on the information available, application of lertalll formulae and within the scope and 
cons!! dints or our engagement. and although our conclusions arc in QUI opini on I easonable illld 

defensible, others may place a different value {O the same. In the event or a tI ansaclion, the actual 
transaction val ue achieved may be higher or lowel lhan OU I valuation depending upon [I"It' 

Cil cumstanles of the transaction. The kno " negotiabili ty and motivations of the buyers and 
<!ilq ~. 

"'~ c.ORPo"/~ • • ~ 'I> ill ..,~~ 
I>'~ ~ ,~», 

'" ~" ."I' ~ 

------ ----- ---------- ~ --~ ~- . ~ 

Poge 7 of 21 



Ernst & Young Merchant Banking Services LLP RBSA Valuation Advisors LLP 

Recommendation of fa ir equity share exchange rat io for the proposed merger of REe limited into Power Finance 
Corporation limited 

SpUPI c; will <:1lso affect a wal price acl"lIcved. Accordingly. our va luation wil l nol necpc;,s..lrily bf' rhp PIICt' 

~I which any agreemelll proceeds. The fina l lransaclion pri ce is somelhing on which Ihe [l~llle' 
lh('m~elves have to a31 ee. We Cl I::,o emphasize tliell our opinion IS not tile only lr'l rto r that shuul<1 bl' 
consiclel ed Ily the parues in agreeing tile transaction pi ice. 

1 his Repol t has been prepared for the pUI poses stated herein and should tl ot be r lIl ied UPOIl for .:Iny 
other purpose. OU I Clients i;lrc the Dilly authorized use, s of this Repe l l and usc of l lw RpPll l t h 

r ('SlI icteci for {he pu rpose indicated In the respective EngcJgem ent Ag. eement and should not be copjrj 

01 repl oducecl wllhoUl obtaining our app' oval for any pur pose OlhC'r lhtln the purpoe;p fOi whl( hi ... 
plepalcd. Th is restriction does not preclude thc Clicn ts from providing a copy of the R 'POltlO ilw"· 
p(1rty (ldvisors whose review would be consistent WIth the intended liSt', WI' do nOl l i lkp. any 

I espol1sibill ty fOI the unauLl101 iled use of thiS Report. 

We owe I esponsibllity only 10 Ihe Clients Ihat have appointed us under the tel ms of our Engagemelll 
Agrecmf'nl and nobody else. Though the Valuers al c issuing a joint I ellon, EY {)WPS I espon"blily (rrlly 
10 Ih., Board of Directors of REC, and RBSA owes responsibil ity only to the BoalCl of DrrenOls of PFC, 
who hav0 bcen appointed under the terms of Iheil respect ive Engagcment Agrcement. We will nOl be 
liribl e fOI any losses, claims, drll'llages or liabilities Mising out of the ()(lions taken, omission", of UI -1I1vlcl~ 

glv('n hy tlny other to tl1P CompanlC."s, then dir enol's. employees 01 agenls. In no event shilH we be liabln 
101 any loss. damages. cost 01 expenses ansing in any way frol n (, aucJ ulem clctS, ll1isrep' (lsenlallon.-.. Or 
wilfu l ddault on pal t of thc (hems (II Companlcs, their d,rcctors, "m[lloyees or agenls. In IlO 

cil cu rnc; tances shall the liabililY of EY or RBSA. the ir pal tners. directors or employees. I p.1atine to ,111' 
st'IVI(CS provided in (OllneClIon with the engagement set out In (hi<;. Repol{ exCt.'C'd til(' illTlOur lt pdirl to 
11<;.1 ,",c,pt-'( liv(:>ly. in IP<;[1ec t of the fpee; c!l ,.,rgpd hy us fOI lhesf' ~prViCf'5, Though thE' VnIU~1 sal e j~,su; 19 
d joilll report, notwithslanding the Issuancc of this joint rcport, it IS CIMificd that EY/ RBSA are 'lot 
I esponsible for the acts 01 omissions of EY I RBSA in connection with Ih ls engagE'llIenl. 

Neither Ihe Report nOI its conlcnts may he leferred to or quoted in illly registration state'nent, 
pi ospectus, offering memO! andum, annual report. loan agreemenl, or othel agrcemenl 01 dOCllmcnt 
glv0n to the third parLies other than in conneCllon wllh the Pr oposed Mergel, Without our prior wr Iliel 
rons(, nt except for disclosures to be II lade to relevant regulatoryl statut01Y authOri ties, 1O i)p reilci Wall 
covenants. m entioned above, Il is clal ifled lhi'lll cferencc to this Repol t 111 any dOCllll1 E:' nt andl 01 filing 
with ilny I ecipient. in connection w ith the Propoc;ed Mel gcr. shall not be deemed to be an (ICCeptdllCt.' 

by tI ' of any responsibi lity 01 lidbi lity to allY pel son/ party other that our Clients. 

111 addltlun. this rcpoll does not in any manner add I ('ss the prices iH which equity sh,l l es of REe 01 PFC 
Will II arip followi ng consummation of the Proposed Mel ger and we expl C5S no opinion 01 

I ecommendation as to how the shareholders! creditors of the COlllpdnies ':>huuld VOlt' ,11 dn'j 
shal cholders'/ creditors' meetlng(s) to be held In connection wi th the Proposed Mel gCI. Our I epolt dnd 
li H' opinion! valuil i ion (lnalysis (OllttHl1eci herein is not Cl nd nOI should It be construed as advlct' r eldtll1p, 

to IIlvesllng 111, purchasing. selling. or otherwise dealing in sectl ritie!l 01 as pi oVlding IndnagctnCnt 

SC I vices. or callying out management functions. 

The I ecommcndation(s) rend I ed ill this Rcpon repi esentS our recommendations urHcd upon 

info lmdtion 1111 the date of th iS Repol t, furn ished by the Management (or its repre~entallves) and Ihe 
said I ccommendation(s) shall bc considel eel to be in the nalure of non·binding advice. Any persoM 
rilily intending to provide finance! invest in the sllal csl businesses of the Companlesl thell holding 
compil nies! subsidiarics/'oint ventu l e-.,I clS,;)O( esteel group cornptHlies. if filly. Shdll do so dtr('( 

1,\ ~ ~rr 
~-:':',"~ cO~"o!":> 
/s.~ 

'" [ .'1"( r Cv 
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seeklllg th if own professional advice and after carrying out theil own due diligence proct'Ollre5 I J 

enSlIrp Ihal lhey are makIng an informed decision. If any person! party (other than the Cliem,) choosP' 
to place reliance upon dny mattel s inciudeel ill the Report. they shall do so at tlI"il own I isk and WlthDUI 
I ecourse to us. 

The (lienls and thei r management! representatives have warran ted us thal thE' 111fol mi\lron pi oVJ(jl·d 

for the valuation was complete. accurate and true and COl I ect to the best of theil knowledge. We hilv[' 
relied upon the representations of tlte Clients, their managemen t and olhC'! thlld pelltiPs. if any. 
concerning the fmanrial dale', operational data and othel infolfl1dtioll, ex(.epr as specifically ';tillt J t( 

(he (OnlrillY illi he Repor t. 

Valuer 5 are nOt aware of any contingency. commitment or ma te! ial issue which could matE'I'dlly itffctt 
the Companies' economic envil onment and future performance and {herefore. the equity valup of thl' 
Companres. 

I sho" ld be noted that we have not examined any other maller includ ing economic rationale for th" 
Ploposeci Merger pel 5(' or accounting. legal onax matters Involved in the PI Dposeel Rest'"'lUllng 

This Repol t will nO{ be used to determine the Glrrylng value of the relevant asset (DI liability) rn "ny 
fInancial statements that EY! RBSA or their network entities would be audi ting. 

It has been assumed that the requII ed and relevant polICies and practices have been adopled oy tl1 
Companies and would be continued In the futule. 

The fe for the engagement is not contingent upon the results reported. 

It is understood that this analySIS do s not I Cp l escnt a fa irness opinion. ThiS RepOi t is not d ~ubstltute 

for the th ird party's own due diligence! appra isa l! enquiries! independent advice that the third party 
should undertake for hIS purpose. 

The valu,'tion analySIS and resul t are govel ned by concept of rndteriality. 

This Report is subject to the laws of India. 

Any dlsclepancies In any table! annexure between the total and su m of amounts listed ",e due to 
l ounding-off. 

DISCLOSU RE OF RV INTEREST OR CONFLICT. IF AN Y AND OTHER AFFI RM ATIV E STATEMEN TS 

We hel eby cert ify that. to the best of our knowledge and belief tha t: 

• 

• 

We! the Valuers do not have any financial Interes{ in the Client(s). nor do w have any conflict of 
intpl est in carrying out lhls valuation. 
WeI the Valuels dre not affiliated to the Client(s) or then group companies in lny IllcHlIlPf 

whatsoevel; 
result ing from the analyses, opll1ions or 
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• FUI ther. the Information prOVided by th e Management have been appl 01.)1 iately I eviewed I/) 

cal rying out the valuation. Slimcient time and information were provided to liS to (a"y Ollt tile 
Vrllucltion. 

SHAREHOLDING PATTERN 

power Fina nce Corporatioo Li mited ("PEe") 

The Issuecl and subsClibed equity share capital of PFC as o f 31 Ma,ch 2026 is INR 3.300. 10 cro,p, 
consisting of 3,300, 1 01,760 equity shal es offace value o f INR 10/· each. The sha, ehulcling patte,,, I. a_ 
tollows: 

Shareholding Pattern as on 31 March 2026 No. of Shares 0/0 Shareholdin~ 
PI ornate. &. P,omote, Gr cup 1.847.864.722 5599 
011 49&,579,427 15.05~ 

FII 648,270.799 19.64'1(, 

Cell" al Govel, "nent/ St~te Gave, nment(s) 20.820 0.00% 
Public 307.365,992 9.31% 
Grand Tota l 3.300.101.760 100.00% 

SOllt(e: A1(lIIogemem m/ollnoClon 

REC Limi t ed ' ''REC'') 
The issued and subsClibed equity sha,e capi tal of REC as of 31 Ma,el1 2026 is INR 2,/)3 .22 CI D'" 

consisting of 2,633.224.000 equity sha, es nf face value of INR 10/· each. The shareholcli llg pa te. n 'S as 
follows: 

Shareholding Pattern as on 31 March 2026 No. of Shares 0/0 Shareholdinll 

Powe, Finance Corporation Limited 1.385.993,662 52.63% 

011 430,629,338 1615% 

FII 415,664,56 1 15.79% 
Centl al Govel nment I Stelle Governmen t{s} 1.313.~&9 O.OSI}b 

PubliC 399.562,870 15. t 7% 

Grand Tota l 2,633.224.000 100.00% 

Source: MOlla.~emerH mjormollon 

APPROACH FOR RECOMMENDATION OF FAIR EQUITY SHARE EXCHANGE RATIO 

The Scheme contemplates the mel ger of REC Into PFC. All ivi ng at the Sha, e Exchange RallO fo. the 
p, oposed Me. ger would requi, e deteJlnining the value of eqUity shares of REC and PFC Oil ,I ,,,Iat,ve 
ba,'s. These values a, e 10 be detel mined independently. out on a re lauve bdSIS fOI the Comp""ie,. 
w,tl1Clut conSidering the effect of tnc Proposed Merger. 
OUf choice of methodology of valuation has been arr ived at using usual and conventlon,,1 
melhodologies adopted for mergers and our reasonable Judgment. in an independent and bona fiele 

manner. 
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BASIS OF FAIR EQUITY SHARE EXCHANGE RATIO 

The basis of th e Proposed Merger would have to be determ in d after taking IIltO consideration all tile 
factol s and methods mentioned hereinafter. Tll0ugh different values have been all ived at undel each 
of tile apP,oac lles I methods as mentioned rn the Annexures, for the PUI poses ol,ecommending the 
Silare Exchange Ra tio for the P, oposed Mergel it is necessaly to arrive at a final value for each of the 
Companies. For this purpose. it is necessary to give appropriate weights to the values at rived at under 
each approach I method, applied for the p,esent valuation exercise. 

The Shell e Exchange Ralio has been arrived at on the basis of the relauve value of the equ ity shar es of 
lhe Companies based on the vdriolls approacl1cs / methods explained in this Report and various 

qualitallve faClors relevan t to each company, the business dynamics and growth poten tials uf th e 
businesses, having regard to information base, key underlying assumptions and limi tations. 

Wh ile we have pt ovi cled our recornmend.ltion of the Share Exchange Ratio based on the information 

available to us and within the scope and const raints of OUI engagement, 01 hers ITIlly have a dIffer en l 
opinion as 10 the Share Exchange Ratio. The fina l responsibility fOI the determination of the Shar (.' 

Exchange Ralio at which the Proposed Merger sha ll take place will be wi th the Board of DireClors of the 
I especuve Companies who should take into accoun t othel factors such as thell own assessment of t ile 

Proposed Merger and input of other advisors. 

We have independently applied approachesl methods discussed in the Annexu res. as consid red 
appropriate. and arrived at th value per share of REC and PFC. To arrive at the consensu~ on the Share 
Exch':lnge RallO for the Proposed Merger. suitable 1l1ir"l or adjustmen ts I rou ncflng olf havC' bpf'1l dOll? 

CONCLUSION 

In light of tile above, and on a consideration of all the relevant factors and circumstan ces as discussed 
and outlined hereinabove and in OUI respective annexures, we recommend that the Share Exchange 
Ratio for til Proposecl Merger of REC into PFC be 88 (Eigllty-eight) equ ity shares of PFC of INR 101- each 
fully paid up for every 100 (One hundred) equ ity shares 01 REC of tNR 10/- each fully palCi up. 

(t should be noted that we. have. not examined any other matter including economic ratlon Jlc for the 
Proposed Transaction per se or (3(coLinting, legal or lax maners involved in the Proposed Transaction 

Respectfully submilled, 

Ernst & Young Merchant Banking Services lLP 

Registered Valuer 
IBBI Regisll allan No. IBBI/RV-E/05/2021/155 

,.. 

r-<' / /:;~'("~O:. it \.r ) {J~1OZ"~~ j 
Mihir V Kenia ~" ~ .... 

"1 .~ 
Partner ~ 

IBBI Membership No. : IBBI/RV/05/20241'1 5546 
Report Ref. No.: EYMBS/RV/2026-271059 
Place: Murnbai 

Date' 28 June 2026 

Respectfu lly submitted. 

RBSA Valuation Advisors LlP 
Registered Valuer 
IBBI Registration NO. IBBII RV-E/05/2019/11 0 

Samir D. Shah 
Partner 
IBBI Membership No.: IBBI/RV/06/2019/1 2263 
Report Ref. No.: RVA2627BOMRRN059 
Place: Mumb<.li 
Date: 28 June 2026 
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Annexure 1 - Historical Performance 

1. PFC - Standalone 

• PFC's revenue from opel al ions has ino eased from INR 38.545 Crore III FY22 tu INR 58. ':>04 C, or (' III 

FY26. lefiecling a compounded annual growlh ral e (CAGR) of 11.0%. InlelPst income dll'")g llr,· 
same period II1creased from INR 36.701 Craie 111 FY22 to INR 55.073 CrOie II) FY2G. IrflI'Cting "" 
expansion in the lending POllfollo. 

• Plof·t has colrespondingly imp,oved. with Profit Aftcr Tax IISlng from INR 10.022 CIOIC "' F'I22 tr, 
INR 20.05 1 Craie in FY26. registering a CAG~ of 18.9%. 

The Company's loan book has increased from INR 373.135 Crore In FY22 to INR 580.115 Clore 111 

FY26. leplesenting a CAGR of 11.7%. 

• Net wonh has increased from INR 59.350 Crore in FY22 to INR 102.532 Clorc In FY26. reflecting" 

CAGR of 14.6%. 

2. REC · Standalone 

REC's revenue from operations has Increased froml NR 39. 132 CI Dre in FY22 to INR 59.140 Cml e in 
rY26. I eflectlng a CAGR of 10.9%. Interest income dUI ing the same pellod inci eas~d from INR 
38.1 86 CI 01 e in FY22 to INR 57.812 Crore 111 FY26. reflecting an expansion in the lending pal tfolro 

• P, ofll has correspondingly Improved. with Profit Aftel Tax I iSing flam INR 10.046 Crol C In FY22 to 

INR 16.282 Crore In FY26. registering ,1 CAGR of 12.8%. 

• 

The Company's loan book has iner eased fr am INR 385.37 t Crore as ,t FY:>2 to INR 5~; 1.b59 (101 e 

., at FY26. I epresenting a CAGR of 1 0.9~o. 

NCt worth has shown a conSlstcnt Increase f,am INR 50.986 Clore in FY22 to INR 84,290 C,UI III 

FY26. reflecting a CAGR of 13.4%. 
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Annexure 2 - Approach to Valuation - EY 

We have fo llowed the International Valuation Standards ("IVS") (effect ive 31 Janua lY 2025) published IJY 
ll1t' hiler national Valuauon Sland~-=trd~ CounCil, for Ca r rying out our valuation analysis and deHvering our 
vr11ud l ion conclusion. There arc primalily three approaches in val uation (VI7 .. Cost/AsSN ApprO(lCll, 
Malket Appr oaell ancllncorne Appl oach), For any val uation, all the appr adellE'S may nOl he I elf>Vi'lIll "HI 
(hcl"cfore will not give a fa il estimate of value. Hence. the approacll most SUItable rOI tl ldt spe{ifir 
business I cOllrpany must be applied in the valuauon exercise, based on the exper if'nee and (ommon 

1" aCllces adopted by valuers. 

We have adopted a definition of Market Value as given In IVS 102: "Market ValliP is the pstllnared 
amount for which an asset andlor liability should exchange on the Valuation Date between a willing 
buyer and a Willi ng selle. In an drm's length transaction, after proper marketing and wher e th(' par tip,) 

had each dcted knowledgeably, prudently and without compulsion". 

The Fall Value referred in the Repol t is same as Market Value as defined above. 

We have consicler-ed i mel nationally acceptecl valuat ion stanclards "nd apploaches In delivering OUI 
valuation conclusion. There a. e several principal valuation approaches under International Valuation 

Standard of which we have considered only those approaches to the extent, It is applicable and 
relevdnt. 

The various approaches generally adopted in val uation are as under: 

I Cost/Asset Approach: Net Asset Value I net! lod 
2. Intome Approach: Discounted Cash Flows (DCF) metllod 
3 Market Approach: Comparable Companies' Multiple (CCM) method, Comparable Tran,actions' 

Muluple (CTM) method, Market Price method and Pr ice of Recent Invcstl11elll(PORI) mel hod 

We have used the Mal ket Approach (I.e., Market P, Ice methocl and ceM method) fOI valuation of the 

Compan ies. 

ralr valuation of the Companies factors various intangible assets whether or not lero!(If'C1 ill lhl:' 
financiills of the 1 cspective companies. 

Costl Asset Approach - Net Asset Value (NAV) method: Under t!l is appl oach, the net asset value 
mcthod IS considereel, which is bascd on the lIncler-lying net assets and liabilities. The Cost Appl oach 
has nor been considered as It does not reflect the earnings-generating capability of the business and is 
generally not appl op.-iate for companies that ale intended to continue on a going (once. n basis. Hel tet!, 

in tlw pi escnr val uation anillysis, we have not considered NAV Inethocl. 

Income Approach - Discounted Cash Flow (DCF) method: Under the DCF method the ploJected f,ep 
cash flows to the fi rm are discounted at the weigh ted average cost of capital. The sum of the dlscountrd 
value of such free cash flows is the value of the firm. Such DCF analysis involves the following: 
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fwmoring fucllle flee cash flo ws: 
Free cash flows ale the cash flows expeCtecito be gener,~tecl by the company that al aVili lable to the 
providers of the company's capital - both del)1 ,1I1d equilY. 

Appropriole rliscoUlll I Ole 10 be applied (0 cosh flows i.e .. the cost of wpilOJ: 
TillS discount ra le, which is applied to the free cash flows, should reneCl the OPPOrtU11lty cost to all 111.-· 
ulpH,,1 pi oVlders (namely shareholders and rrrditols). weigh led by their rela lrvP contriilution to Ill" 
lUtdl cdpital of the company. The appa l tun ity cost to tile cdpi tal pi ovidel equdls the I dlC uf I lUI ~ I'lt 
tdpl l cll pi ovitler expects to earn on otil(,1 investmen ts of equ ivalent risk. 

The DCF Method requires pl eparanon of detailed future financiill projccUons" Includ ;ng projen(·{j 

earnings, balance sheet pOSi l lon. growth lates. capi tal strUClure. funding reqUlrel11en15. profltabilily 
metr ics anti tel rninal value assumptions, which is generally based on management-app' oved bllSln€'~s 
plil/)S, reflectmg the best estimat e of ru ture operating performance of the entit ies I comp,lnies hping 
valueo. 

In the present case. the Management of the Compallies did not provide any bUSiness plans. blldg~", 
rlnanCIe.ll projections or long-term forecasts for the PU I pose of the valuati on exer eise 

We I eviewed publi cly available analysl reports iss lled by various brokerage houses Howpver. ,"ch 
fOI CCClstS I epresent views of th e I especlive I eseal ell analysts ane! ar e hasecl on assumptions, 
melhodologies and judgments that may dlffel across inslilutions. 

SlOck excl1rHlge guidance in relrttioll to valuation reports for schemes of ar rangement conti;:"lf)1plrltP, 
that where the Income Approach IS adopted. the valuer should pi ovide applOpridlC justifit"tl"n 
I eBdl ding the basis of project ions. gr owtl1 Jssumplions and comparison of projec ted pprfor I11rlrH e wil h 
hi\lOr Kal performance. In the present case, we were unable to identify il rTlrJrldgcmellt dppi dv(·d 

forecdstlng framework capable of suppoillng such assumptions. 

Accol dingly. we have nO! considel ed Discounted Cash Flow method as (I) pl,lclng reliance all I eseal ch 
analysts pi ojectlons would Involve slgnllrcant sul)jCClIvity anel (iI) both PFC and REC al e lorge 1,~ter J 

publ iC sector Iinancial insti tut ions wilh actively traded equity shares, substantial publir floal. 
~stalJ1i5hed operating histories. transparent financial disciosul es and read ily OIJSCI valJle 111,11 k.' t ·based 

valuation bcnchmar ks. 

Marke t Approach - Multiples method: Under this method. one allemptS to measure the value of the 
c;h;u P'Ii I business of a company by applying the derived market multiple ba~cd on mal kct quotations 
of compC'l! able public I listed compani es, in an active market possessing attributes :,irnilc.lI to lllf' 
business of such company - LO the relevant fina ncial parametel of the company I bU5i/lP~5. This 
valuation is based on the principle that such l11i1rkct valuations. l aking place between II If 01 Illed bUY"1 S 
anrllnformecl sellel s, incorporate all factor s relevant to valuation. Relevant multiples rwed to be chosell 
careflli ly and adjusted for d,ffe, ences between the circumstances. In tile present valu,ltioll ""alysis. WI' 
have considcl ed P/BV multiples fOI arriving at Ihe equi lY value of REC and PFC. 

We hilve considered the trading multiples of (011 1(131 abl e listed companies cngilgpd in il1frdSlructUl f' 

fl"<lncing and lending actiVities. speCi fically comprlsrng government-backed non-bdnkll1g l,n,lIIridl 
rompanies (NBFCs) focused on fll1ancl ng power. housing. and infrastrunure projects. FOI Ihe purpose 

~ ;r;Yql? 
A~ ~co~~o~, 
,~ Ct "So T 

Is-.f f t:\" ~ "... ~ r>.c u..;v ':-
-. ~ (f' , 
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of valutllJon, we have relied on the average multiple of the selected cornpiJrilble companies (on d 

rounded basis). 

Market Approach - Market Price (MP) method: Under lh is method. the value of shares of a company 
is del el mined by taking the average of the rnarket ca pitali7ali on o f the equity shal('c; of suet' [OlTlprtnH~S 
a5 quoted on a recognized stock exchange over reasonable periods of l ime whel e SIKh quotations !,.II e 

arisi ng fro lll the shares being regulady and freely traded in an active market, subjel'l 10 the element of 

speculative support lhalmay be inbuilt In the mal kCl price. 

The equity sha l es of REC and PFC are listed on NSE and SSE and are traded frequenr ly. In these 
{"if cumslances rile shaf e prices observed on NSE over a reasonable pel iod have heen considel ed for 
all iving al the fail value per equily share of REC and prc uncleI' the Markel Pnce melilod. For arriVing 
at the markel price. we have con5icl01 ed pnces over apP,opriale pOllod iJefore the date of lhe 
announcemen t of the merger i.e., 0 I Februal y 2026 and li ll 23 June 2026 i.e. the Valuation D,lle 

The Management have informed us lhal since the last quarterly resulls were clectared lill tile Report 
date tllere are no unusual! abnormal events! events nOl In the normal cour e of busin"" III Cd,e of 
the Companies malerially linpacti ng lheir opera ting! financial in formation or fi nancial pel formance. 
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Fair Valuation : 

We have arrived at the fa ir value of equity share of the Compan ies by applying below menllDflPli 
weights to the value derived under various merhods 

PFC (A) REC (8) 

Valuation Approach Value per 
Value per 

Share (in INR) 
Weights Share (m Weights 

INR) 

Market Approach : 
. Markel Price Method 4073 ~O% 361.2 SOli" 

CCM Method 377.8 50% 324.9 50" 
Income Approach: 

- DC! Method NA NA NA NA 
CostlAsset Approach 
- NAV Melhod 402.6 0% 320.9 0' 
Concluded Relative Value per share 390.0 343_0 

Share Exchange Ratio (B/A) (Rounded) 0.88 

Notes: 

• The Cos t Apploach has not beefl considel ed as it does not I efleet the earnlllgs-geflel allng 
capability of the business and is genel ally not approI" iale fOI companies that al e inlend d 10 

continue 011 a going concel n basis. Hence, in the present valuation analysis, we helVe not 

con"dered NAV methocl. 

• We have not considered Income Approach i.e. Discounted Cash How method a~ thp 
Management of rhe Companies elid not provide any financial prOjections anel placing I elidncp 
on I esed l ch analysts pi ojections would involve significant subject ivity 

• Considering thar the equity shares of prc and REC are listed on SSE and NSE and al e fl equenlly 
II aded, shal e pi ices obselved on NSE ovel a reasonable perioel have been considered for 
ar riVillg at th e fair value per equity shClre or the Companies under tile Mar kel p, ile I nethod 

• The CCM Method "as been considered by applYing rrice to book value mUltiples of colTlpMable 
listed companies pos>essing aw ibutes similal to the busines> of such company to tho,e of rhe 
Companl s 
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Anne~ ure 3 - Approach to Valuation· RBSA 

The valuation exercise has been carr led out independently for each of the Companies, dnd the Shill .. 
Exchange RallO has been determined based on their relative equity values, without considellng any 
potentia l synel gles 01 benefi ts that may arise flol11 the Proposed Mergel. For the purpose of all Iving 
at thE' valuation of the Companies, we have considered the valuation base as 'Fail Value', .mel tlip 
vdluation has been cal riecl QU i on a going concern premise. As per the ICAI Valuation Sranoiuds ("leAl 

VS"), rOil Volue repl esel11s the p"ce clwr woulcllJe I eceivecllO sell on osser 01 pend fa rr onsfel CJ IWfJill!y '" ,UI 

o/delfy Clol1soclion /JeLWeen market parciciponts at the voluotlOn (IDle. 

W have car I led Qut the valuation in aceol dance with the pi incipif'''i laid in th e ICAI VS. as applicable to 

the PUI pose and telll1S of this engagement. ICAI VS 30'1 specifies that generally, the following th.ef> 
ilPI.lI oaciles can be used for the va luation of a business to determine the value of the equity silal f'S of 
a companyl business, 
• Income Appl oach 

Market Approach 
• Cost Appl oach 

Th('r{' (lre several commonly used and accepted methods INillun the markpl approdch, IIl("OIIH~ 

approach and ,lsset approacll, for determining the relative fair value of equity shares of the Compallies, 
whf(h (an be considered in the 1'1 esent valuation exercise, to the extent I elevant and applie able, to 
al rive at the Share E~cllange RallO for the purpose of the Proposed Merger, subject to the availability 
of the I elevant information. 

Incom(' Apploocll . Discounted Cash Flow ("DCF") Method 
Income approach is a valuation approach thal convens mainlarnahle> 0 1 fu ture amounts (e.g., (lsI L flow, 
01 Income and expense:::.) to a single CUI rent (Le .. discounted or capitalized) amount. 

Und!,1 Ihe DCF method the pi ojected free cash flows to the firm are discounted at the welgl!l~d dvel age 
cost of capital. This mel hod is used to determine the present value of a business on a goillg conC('I" 
assumpt ion anel recogn i7es the time value of money by dlS(QUllting the fr ee cash flows fOI the expllCil 
forecast pel lad and the perpetuity value at an appropriate dlSCOlllll faClor. Thp ternli nal vall", 
I epl e~e l1ls the total valtle of the available cash flow fOI all periods subsequel1l to the 1101 i7011 PPI ""I 
The telmina l value of the business at the end of the horIZon period IS estimated, tllScotlllted to It 
present value equivalent. and added 10 the 1'1 sent value of the available cash flow to estimate the 

value of the business. 

SuCh DCF analysis involves the following: 

Escilllofing future flee cosl1 flows: Free cash Flows to nrm are the cash flows expected to be gellci ated by 
the companyl business that are avai lable to the provitlers of the company's capital· both debt unci 
equity. 

Appropriore riiscollnt IOfe to be applied to cash flows i.e., the cost or capital : This cilC;;rOtHl t ratE'. which is 
applipd to tllP Iree casll Flows, should reFle([ tile OPPOlflll1ity (Ost to all the capi tal provitl(>I'. (n.m.ely 
~h~reholders and credi tors), weighted by theil relative contribution to the total capi tal of the company. 
The opportunity cost to the capi tal provld r equals the rille of relurn the (ilpltal proVider pxpects to 

earn on other investments of equivalent 
~~ 
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MOl hel ApplOoch 

Undel Ihis ~pplOach. vallie of a company is assessed on the basis of its market price (i e. if ils Shill pc. 

alC" quoted on iI stock excl1ang ) 01 basis multiples derived usi ng COlllpillablC" (i.e' .. C;illlilrll) listl'd 
companies Of lransaclions '" simi lar companies. Following are (he Inethocls Imeler Mdl kel APPIOcl(h: 

Mw kel Pflce Melhoel: 
Under this method. the va lue of sllares of a comp~ny is determined by taking the avel age of Ihe In~1 kCI 
capitalization of the equi ty shares of such company as quoted on a recognized stock exchange over 
reasonal)le period of time where such quotations al e al ising frOln Ihe shares berng I egulally dnd fl p(·ly 
lr c1dE.'d in an active market. subjecl to the element of speculative support that mcJY be inbuilt in the 
mar ket plice. 

COml)woble Companies Multip/e ("CCM") Mer/lOd: 
Unelel this method. the value of the business IS estlillated by applying the dellved markel multiple 
based on mal kel quotatIons of comparable public I listed companies. in an active market. pu"esslIlg 
<lllr iiJutes simi lal to the business of such company - 10 tile relevant financial parametpi of Ihe 
Companyl business (based on past and I or prOjected working results) "fler making aclJustmenl, to tlte 
de lived multiples on accounl of dissimilarities wilh the comparable companies ~lId thp 5tl ength". 
wP(lknpssE's anel other factor s peculiar 10 the company being wllued. These vcJlua tloll<.; illt' brlo;ed Oil 
the pnnciple that such marke t valualions. laking place between inforrned buyer 5 (lnci infofr1lf'c! sell!:'1 5, 

incorporate all factors relevant to valuation. Relevan t multiples need to I)c chosen carefully and 

adjusted for differe nces between the circumstances. 

(osr (A~\pt) ApproOC/1 - Adjusrer! Ner A~lpr Vcr/up Merhor! 
Undel the Cost/Asset Appi oach. the value of a business IS determined with relerence to the underlying 
net asse ts of the company based on book value. replacement value or realizable value of assets and 
liabilities. ThIS approach genelally re flects the flool value of a business. as it is del ,vcd j)rimdilly f'OIli 
historical accounting information and does not capture tile future earnlllg pOleniial of thf:' IJlhillPSS d', 

a gOing concern. 

The 5('1(-(1I0n and applicatIon of the above valuation methodologIes involvCJd thp eXl'1 (i':)(1 of 

plofes510nalludgement. having regard to the nature 01 the businesses. availability dnd reliallillly 01 
II1folmation. and prevarlll1g markel conditions. Our choice of mPlhodologies has been guided by usual 
and conventional valuaLion approaches adopted fO I transactions of a si milar nallir e dnd UdSl'Cj all Ollr 

independent and bona fide Judgement. Tlw va lucllion appl oache I methods con,id£'1 ed. "11r1th ~ valu", 
dCI ived Ihere fl om are discussed below. 

Vo/u(I{ion Mer/lOe/%gy oe/opree! for vo/uoliOI1: 

I. 

• 

Market Price Method: 

The equity shares of PFC and REC al e listed on the SSE ami NSE and al e fl equemly Iraded . 
Accordingly. the Market Price Method has been consideled for valualion of Ihe Com panic,. FOI Ihe 
purpose of determining the market value under thiS metllOd, we have cOII::.itlt'1 cd till' volu! IIC' 

weighted average mar ket prices ("VWAP") of the equity shares observed on NSE \wirlg diP (-,Mlldng-' 

wllh I lallvely higher trading volumes and liquid ity. 
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• 

• 

II. 

• 

• 

The proposed restructuring of REC and PFC was ,Innounced by the Hon'ble Finance MlnlSlel during 
Ihe Union Budgel presented on 1 February 2026. Accordingly, market prices prevailing PI ior to such 
announcement I eflect markel perceptions and expectallons inclependent of Ihe proposecllllel gf'l, 
wiler eas market prices previlliing subsequent lilerelO may incorrorale til rn.;u kel's as-sessmelll or 
I lie pI oposed transaction and other developments affeLling the Compclnies. 

H~ving l egard to the above and consideling chat both refelence POints plovide lei vanl va~uar;"" 
indicators, we havc consicle rcd pi ices over appropl iate PCI iocl befOi c the ddle of Ihe 
announcement of the lTIerger i.e., 1 FcbrualY 2026, and lil l 23 June 2026 i.e. the Valuation Date fnl 
Ihe plll pos of determining Ihe value under the Market Price Mcrhod. 

Comparable Companies Multiple (CCM) Method: 

Consider mg the nilWre of operations or the Companies and the industry in wh,ch they opel iitP, wt' 

have Identified and considered listed colTlpanies 111 India having busll1ess characrel istics broadly 
comparable to those of tile Companies. 

The pnce to book value mull iples of Ihe selected com pal able companies have been derivecl lIa'.l'ti 
on publICly available information and subscribed databases. Given Ihe specialized nature of IIIf' 
businesses of Ihe Companies and the absence of any closely compal able lisled comp~ny Ihal is 
fully comparable in all I espeets, approp,;ale adjustments and calibrations wei e cOllsider pd 
nece~sary to ref lect differences ;n s(elle. profitability profile. return metrics. growth expectation'l. 
bllsiness miX, QwnPI 5hip strucLUre. sectoral exposul C, liquidity char aClcristics. market pOSitioning 

and overc.ll1 risk profile vis-a-vis the Cornpanjps. Such ilclJustmems were consi(lc red nett'ssiuy In 
clellve valuation benchmJI ks tha t appropnately reflecI thc relalivc economic a 11(1 OpCI "ting 
charactel lslics of Ihe Companies and 10 ensure thaI the resultant valuation conclusions 3 1 e hased 
on a rcasonable assessment of comparability in the context of the present transaction. 

III. DCF Method: 

The DCF Method is a widely accepled valuation metllodology as it focuses all Ihe fUIUI e, ash gelleratio" 
potential of a business. Under Ihis melhod, Ihe value of a company is derived by disCQumine tile fUIUI!' 
cash flows expected to be generated by the business to the ir present value. Applicallon of Ihe DCF 
Method ordinarily requires detailed management·approved business plans and financial pi ojectlons, 
illcluding assumptions re lating to future growth, profi tability, capi lal SlrUcture, funding I equil emCIIIS, 
assct quality, margins, cost of c<Jpital and lerminal valuc. 

• FOI the purpose of the present valuarion exercise, the Management of the Companies did Ilul 
plovidc allY business plans. budgets. rinancidl projeCtions or long-term fore(ao.;,ts. 

• In Ihe abscnce of managcment approved projections, we I eviewed publicly availaille anilly" 
I CpOI ts issued by various brokerage houses. Howevel , such fOI cca~ls repre~enl views of Ih .. • 
I p>pecllve research analysts and arc based on ,'SSull1ptions, methodologies ilnel judgmenrs thaI 
may diffel across institutions ancl cannot IJe rega leled a~ 1T\,1I1dgel11Cnt forecasts Or management 

E>xpectations of future perfor manee. 

• 
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justificat ion legalding the basi of plOjections, growth assurnptions and cornpalison of rlojf'cled 
performance with histori cal perforrnance. In the present case, we were unable to Identify a 
managernen t approved forecasting framework capable of supporting such assumptions. 

• Accordingly. having rega rd to the absence of management approved pr ojections. the r('liance lhat 

would necessarily be required to be placed on independent analyst estimates and Ihe slgl1lflCanl 
subjectivi ly involved in formulating the assumptions npc C' s~a ly for applICation o f the In(omt' 

Approach, we have not adopted Income Approach (DCF Method) for clctel mining the 
I ecommended Shal e Exchange Ratio, 

• We note that borh PFC and REC arc large listed public sector (inaneh)1 institutions with cJCllv('ly 

II adecl equ ity shilres, su bstantial public floa t, established operating histories. transr," elll financial 
clisclosures ancl obsel\lable market-based valuation benchmarks. In such ci l (UlTIsrances, mal keto 
based approaches provide a more direct and observable basis fOI re lative valuation. 

IV. Adjusted Net Asset Value Method 

• FOl the present valuation analysis, the merger of the Companies is pi oceecled wi th on til<' 
assumption tha t the Companies would rnerge as going concer ns and actual reill17arion of Ih,:;. 
operating assets is not contemplated. In such a going concern scenal iO, lhe relative earning powpr, 
as I eflected under the Income andlor Market approach, IS of gl eater importantc to the bas" ot 
mer ge l. with the values derived on the net asset basis being of limited relevanCE>. Considering the 

above, while we have calculated the values of the shares of the Companies undel Ihe Asset 
Aprroc:1ch. we have considered it appropnate not to give nny weighlage to the same for th e pur posp 

of the pi esent exe l cise, 

• In applying the above approaches, appropi ia te weights have been aSSigned to the vaili es de(lvect 
th refrorn, having rega l d to tile nature of Ihe businesse~, reliabili ty of available Infonn,l Oil and 
I elevance of ealh methodology. 

• In deter mining (he recommended Share Exchange Ratio. clue consider ali on has been given to 
various quantitative and qual rt alive faClols. including ttle relative financial perfOrrll..lnce, growlll 
pi aspects. business risks, pi evailing mal kef pal ameters and otiler reI van ( conslderatioll,) 

pertaining to tile Companies. 
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The computation of Shal e Exchange Ra tio for the P, oposed Mergel is given below: 

PFC (A) REC (B) 
Valuation Approach Value per 

Weights 
Value per 

WeIghts 
Share (in INR ) Share (in INR) 

Market Approach: 
. Market Price Melhod 402.3 50% 361.2 ~O' 

CCM Method 432.0 50% 369.0 ,0 
Income Approach : 

DCr Method NA NA NA NA 
CostlAsset Approach 
. Adjusted NAV Method 402.6 0% 320.9 0 

Concluded Reliltive Value per share 417.1 36S.1 
Share Exchange Ratio (B/A) (Rounded) 0.88 

Notes: 

• In absence of reliable long-tel m busIness projections approved by the ll1anage lnents of Ihe 
Compilnic~ for Ihe pUl pose of the pre~cnt tra nsaction. the Income ApI-Jloacll wits not 

considered 

• eonsideflng that [he equIty shares of PFC and REC are listed on SSE and NSE and are fl equenlly 
traded. share prices observed on NSE over a I easonable peJiod have been considel fltl for 
,11 riVIng al the fa Ir value per equi ty shal e of Ihe Companies under Ihe Malkel Prrce melhod 

• The CeM Method has been considered by applying price 10 book value multiples of (ompal-able 
lISted companIes having business charactel istics broadly similar to those of Ihe Companies. 

• While the COS! / Asset Approach (Adjusted Net Asset Value Method) 11as been I eviewed as P,lI [ 
of the va lualion exercise. it has nOI been applied for determinIng the equity value. as th e 
Companies are operating businesses whose value is pri marily dl iven by theil eal nings (apau ly 
and futu re cash flows. and there is no imen tion to realize the underlying operating ass('lS. 
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Ernst & Young Merchant Banking Services LLP 
Registered Va luer 
Registration No. IBBI/RV-EJOSJ2021/1SS 

LLPIN: MO 2287 

14'" Floor, The Ruby, 
29 Senapati Bapat Marg, 
Dadar (W), Mumbai, 
Maharashtra 400028 

The Audit CommitteeJ The Board of Directors, 

REC Limited 
Core 4, SCOPE Complex 7, Lodhi Road, 
New Delhi - 110003 

RBSA Valuation Advisors LlP 
Registered Valuer 
Registration No.: IBBIIRV-E/OS/2019/11 0 
LLPIN: AAA-0842 

1081 & 1082, 8'" Floor, Building No. 10, 
Solitaire Corporate Park, 
Guru Hargovindji Road, Chakala, 
Andheri East, Mumbai 400093 

Date: 28 June 2026 

The Audit CommltteeJ The Board of Directors, 

Power Finance Corporation limited 
Urjanidhi, 1, Barakhamba Lane, Connaught 
Place, New Delhi - 110001 

Sub: Recommendation of Fair Exchange Ratio for the Non·Conyertlble pebenture Holders of REC 
limited py rsuant to the proposed merger of REC limited Into power Finance Corporation 
Limited 

Dear Sir J Madam, 

We refer to the respective engagement letters ("Engagement Agreement") of Ernst & Young Merchant 
Banking Services LLP ("EY") and RBSA Valuation Advisors LLP ("RBSA'1 (collectively referred to as 
"Valuers"), pursuant to which EY and RBSA have been appointed by REC Limited and Power Finance 
Corporation Limited ("PFC") respectively to recommend fair exchange ratio for Non-Convertible 
Debenture andlor bond ("NCD") holders of REC ("Fair NCD Exchange Ratio") pursuant to the proposed 
merger by absorption of REC into PFC ("Proposed Merger"). 

REC and PFC are hereinafter jointly referred to as "Companies" or "Clients". 

EY and RBSA are hereinafter jointly referred to as "Valuers" or "Registered Valuers" or "we" or "us" in 

this report. 

Pursuant to the Scheme, the holders of NCDs of REC shall receive corresponding NCDs proposed to be 

issued by PFC. 

This Report sets out our recommendation of the fair exchange ratio for the NCD holders of REC 
pursuant to the Proposed Merger and the corresponding number of NCDs proposed to be issued by 
PFC in respect of the NCDs held by such holders in REC ("Fair NCD Exchange Ratio Report" or "Report"). 
For the purpose of this Report, we have considered the Valuation Date as 23 June 2026 ("Valuation 
Date"), being the last trading day on which, t he notice for the Board Meeting for considering the 
Proposed Merger was intimated to the stock exchanges. 
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SCOPE AND PURPOSE OF THIS REPORT 

Power Finance Corporation Limited ("PFC") was incorporated on 16 july 1986, as a company limited by 
shares under the provisions of Companies Act. 1956, and is registe red with the Registrar of Companies, 
National Capital Territory of Delhi, with CIN: L6591 ODL 1986GOI024862, having its registered office at 
"Urjanidhi", 1, Barakhamba Lane, Connaught Place, New Delhi-llOD01,lndia. 

REC Limited ("REC") was incorporated on 25 july 1969, as a company limited by shares under the 
provisions of Companies Act. 1956, and is registe red with the Registrar of Companies, National Capital 
Territory of Delhi, with ClN: L401 01 DL 1969GOI005095, and having its registered office at Core 4, SCOPE 
Complex 7, Lodhi Road, New Delhi - 110003, India. As of the Valuation Date, PFC holds a 52.63% stake 
in REC Limited. 

We understand that the management of the Companies (collectively, the "Management") are evaluating 
a merger of REC with PFC, pursuant to a Scheme of Merger under Sections 230 to 232 of the Companies 
Act, 2013, including any statutory modification, reenactment or amendment thereof, and other 
applicable securities and capital market laws and regulations (the "Scheme"). Under the Scheme, REC is 
proposed to be merged by absorption into PFC as a going concern with effect from the appointed date 
of 1 Apri l 2027. "Appointed Date" (as defined in the Scheme'J means the opening of business on 1 Apri, 2027. 
or such other date that is mutually agreed in writing between the Transferor Company and the Transferee 
Company. 

Pursuant to the Scheme, the holders of NCDs of REC are proposed to receive corresponding NCDs of 
PFC. For the aforesaid purpose, the Board of Directors of REC and PFC have appointed the respective 
valuers to submit a joint report recommending the fair exchange ratio for the NCD holders of REC 
pursuant to the Proposed Merger. Reference may be drawn to our report on Fair Equity Exchange Ratio 
of even date. This Report sets out our recommendation of the Fa ir NCD Exchange Ratio pursuant to the 
Proposed Merger. 

The scope of our services for the purpose of this Report is limited to examining the terms of the NCDs 
proposed to be issued by PFC pursuant to the Proposed Merger and recommending an appropriate 
exchange ratio for the NCD holders of REC having regard to the terms of the Scheme, internationally 
accepted valuation standards (effective 31 january 2025) published by the International Va luation 
Standards Council and ICAI Valuation Standards issued by the Institute of Chartered Accountants of 
India as applicable . 

It is clarified that any reference to this Report in any document and/ or filing with any tribunal! judicial! 
regulatory authorities/ government authorities/ stock exchangesl Reserve Bank of India I Ministry of 
Corporate Affairsl Government of India/ courts and/or sharing with shareholdersl professional 
advisorsl merchant bankers. in connection with the Proposed Merger, shall not be deemed to be an 
acceptance by the Valuers of any responsibility or liability to any personl party other than to the Clients. 

We have been provided with the audited consolidated and standalone financial statements of REC and 
PFC for the year ended 31 March 2026. We have taken into consideration the current market 
parameters in our analysis and have made adjustments for additional facts made known to us till the 
date of our Report. The Management has informed us that there are no unusual/abnormal eVJ~riiifl~ 
the Companies materially impacting their operating/financial performance. Further, we 
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informed that all material information re levant to the Proposed Merger and the Fair NCO Exchange 
Ratio has been disclosed to us. 

We have re lied on the above while arr iving at the Fair NCD Exchange Ratio for the Proposed Merger. 

This Report has been prepared solely for the purposes stated herein in connection with the Proposed 
Merger and constitutes our deliverable for the present engagement. 

This Report is subject to the scope, assumptions, qualifications. exclusions, limitations and disclaimers 
detailed hereinafter. As such, the Report is to be read in totali ty and not in parts. 

SOURCES OF INFORMATION 
In connection with this exercise, we have received/obtained the following information about the 
Companies from the Management: 
• Annual reports of the Companies for FY22-FY25 
• Audited standalone and consolidated fi nancia l statements (profit and loss account and balance 

sheet) of the Companies for FY26. 
• Details of NCDs issued by REC (Refer Annexure 1) 
• Other re levant information and documents for the purpose of this engagement 

During discussions with the Management, we have also obta ined explanations, information and 
representations, which we believed were reasonably necessary and relevant for our exercise. The 
Clients have been provided with the opportunity to review the draft report (excluding the 
recommended Fair NCD Exchange Ratio) as part of our standard practice to make sure that factual 
inaccuracy/omissions are avoided in our Report. 

PROCEDURES ADOPTED AND VALUATION METHODS FOLLOWED 

For the purpose of recommending the Fair NCD Exchange Ratio, we have examined, considered and 
placed reliance on various detai ls, data, documents, financia l information, representations and other 
information furnished to us by the Management and have, inter alia, considered the fo llowing: 
• Pursuant to the Scheme, the holders of NCDs of REC shall be issued corresponding NCDs of PFC 

carrying the same terms and condit ions as the respective existing NCDs of REC, including with 
respect to principal amount, coupon rate, tenure, redemption profi le, security and other material 
rights and obligations, save and except that PFC shall become the issuer and obligor in place of REC. 

• Further, we understand from the Management that the credit ratings of the existing NCDs of REC 
and the corresponding NCDs proposed to be issued by PFC are identical. 

• Having regard to the above, the economic and contractual r ights of the holders of NCDs of REC are 
expected to remain unchanged pursuant to the Proposed Merger. 

• We further understand from the Management that the corresponding NCDs proposed to be issued 
by PFC shall continue to be listed securities. 

SCOPE LIMITATIONS, ASSUMPTIONS, QUALIFICATIONS, EXCLUSIONS AND DISCLAIMERS 

This Report is subject to the limitations detailed in respective Engagement Agreement. As such, the 
Report is to be read in totali ty, and not in parts, in conjunction with the relevant documents ref'eJ;l~EW~"" 

herein. <pyt:('~ 
"" '\ CO"po .. /~ 
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Provision of va luation opinions and consideration of the issues described herein are areas of our 
regu lar practice. The services do not represent accounting, assurance, accounting / tax due diligence, 
consulting or tax related services that may otherwise be provided by us or our affiliates. 

The recommendation contained herein is not intended to represent value at any time other than Report 
date. We have no obligation to update this Report. 

This Report, its contents and the results herein are specific to (i) the purpose of valuation agreed as per 
the terms of our engagement; (ii) the report date; (iii) audited standalone and consolidated financial 
statements ofthe Companies: (ivlTerms of NCDs of REC; and (vi) other information obtained by us from 
time to time. We have been informed that the business activities of the Companies have been carried 
out in the normal and ordinary course between 31 March 2026 and the Report date and that no material 
changes have occurred in their respective operations and financial pOSition between 31 March 2026 
and the Report date. 

The analysis and recommendation contained in this Report are specific to the purpose for which the 
Report has been prepared. 

A valuation of this nature is necessarily based on the prevailing stock market, financia l, economic and 
other conditions in general and industry trends in particular as in effect on and the information made 
avai lable to us as of, the date hereof. This Report is issued on the understanding that the Management 
has drawn our attention to all the matters, which they are aware of concerning the financial position of 
the Companies and any other matter, which may have an impact on our opinion, on the Fair NCD 
Exchange Ratio for the Proposed Merger. Events occurring after the date hereof may affect this report 
and the assumptions used in preparing it, and we do not assume any obligation to update, revise or 
reaffirm this report. 

The recommendation rendered in this Report only represents our recommendation based upon 
information furnished by the Companies and gathered from public domain (and ana lysis thereon) and 
the said recommendation shall be considered to be in the nature of non-binding advice. Our 
recommendation should not be used for advising anybody to take buy or sell decision, for which specific 
opinion needs to be taken from expert advisors. 

In the course of the va luation, we were provided with both written and verbal information, including 
market, financia l and operating data . In accordance with the terms of our respective engagements, we 
have carried out relevant ana lyses and evaluations through discussions, calculations and such other 
means, as may be applicable and available, we have assumed and relied upon, without independently 
verifyi ng (i) the accuracy of the information that was publicly avai lable, sourced from subscribed 
databases and fo rmed a substantial basis for this Report and (ii) the accuracy of information made 
available to us by the Companies. While information obtained from the public domain or external 
sources have not been verified for authenticity, accuracy or completeness, we have obtained 
information, as far as possible, from sources gene ra lly considered to be rel iable. We assume no 
responsibility for such information. Our valuation does not constitute as an audit or review in 
accordance with the auditing standards applicable in India, accounting / financial/commercia l /legal / 
tax / environmental due diligence or forensic / investigation services and does not include verification 
or validation work. In accordance with the terms of our engagement / appointment letters and in 
accordance with the customary approach adopted in valuation exercises, we have not aud:~i~te",d":=",,,,~ 
reviewed, certified, carried out a du or otherwise investigated the historical fina ~ &r1iJ. 
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fina ncial information or individual assets or liabilities, provided to us regarding the Companies / 
subsidiary / associates / joint ventures / investee companies. Accordingly, we do not express an opinion 
or offer any form of assurance regarding the truth and fairness of the financial position as indicated in 
such historical financial statements. Also, with respect to explanations and information sought from 
the Companies, we have been given to understand by the Companies that they have not omitted any 
re leva nt and material factors and that they have checked the relevance or materiality of any specific 
information to the present exercise with us in case of any doubt. Our conclusion is based on the 
assumptions and information given by / on behalf of the Compa nies. The Management has indicated 
to us that they have understood that any omissions, inaccuracies or misstatements may materially 
affect the analysis and recommendation contained in this Report. 

The Report assumes that the Companies comply fully with re levant laws and regulations applicable in 
all its areas of operations unless otherwise stated, and that the Companies will be managed in a 
competent and responsible manner. This Report has given no consideration to matters of a legal 
nature, including issues of legal t itle and compliance with local laws, and litigation and other contingent 
liabilities that are not disclosed in the audited / unaudited balance sheets of the Companies / subsidiary 
/ associates / joint ventures / investee companies, if any. No investigation of Companies' (or their 
investee co mpanies) claim to title of assets has been made for the purpose of this Report and 
Companies' (or their investee companies) claim to such rights has been assumed to be valid. No 
consideration has been given to liens or encumbrances against the assets, beyond the loans disclosed 
in the accounts. Therefore, no responsibility is assumed for matters of a legal nature. Our 
recommendation assumes that the assets and liabili ties of the Companies, reftected in their respective 
latest ba lance sheets remain intact as of the Report date. 

This Report has been prepared for the purposes stated herein and should not be relied upon for any 
other purpose. Cl ients are the only authorized user of this report and is restricted for the purpose 
indicated in the engagement letter. This restriction does not preclude the Clients from providing a copy 
of the report to third-party advisors whose review would be consistent with the intended use. We do 
not take any responsibi li ty for the unauthorized use of this report. In no event shall we be liable for any 
loss, damages, cost or expenses arising in any way from fraudulent acts, misrepresentations or willful 
default on part of the Clients or Companies, their directors, employees or agents. The Report should 
not be copied or reproduced without obtaining our prior written approval for any purpose other than 
the purpose fo r which it is prepared. 

We have not carried out any physical verification of the assets and liabil ities of the Companies and take 
no responsibility for the identification of such assets and liabilities. 

This Report does not look into the business/commercial reasons behind the proposed transaction nor 
the likely benefits arising out of it. Similarly, it does not address the relative merits of the proposed 
transaction as compared with any other alternative business transaction, or other alternatives, or 
whether or not such alternatives could be achieved or are ava ilable. 

The valuation analysis and result are governed by concept of materiality . 

The fee for the engagement is not contingent upon the results reported. 
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damages. cost or expenses arising in any way from fraudule nt acts, misrepresentations or willful default 
on part of the Companies. their directors, employees or agents. 

It is understood that this analysis does not represent a fairness opinion. This report is not a substitute 
for the third party's own due dil igence/ appraisall enquiriesl independent advice that the third party 
should undertake for his purpose. 

This Report is subject to the laws of India. 

Neither the Report nor its contents may be referred to or quoted in any registration statement, 
prospectus. offering memorandum, annual report, loan agreement or other agreement or document 
given to third parties, other than in connection with the Scheme, without our prior written consent. 

Disclosure of RV Interest or Conflict, If any an d other affirmative statements 

We do not have any financia l interest in the Clients, nor do we have any conflict of interest in carrying 
out this va luation. 

Further. the information provided by the Management have been appropriately reviewed in carrying 
out the valuation. Sufficient time and information were provided to us to carry out the valuation. 

APPROACH FOR REC OMMENDATION OF FAIR NCD EXCHANG E RATIO 

The Proposed Merger contemplates the merger of REC into PFC. In order to recommend the Fair NCO 
Exchange Ratio pursuant to the Proposed Merger. it is necessary to examine whether the NCDs 
proposed to be issued by PFC provide the same economic and contractual rights as those attached to 
the existing NCDs of REC. 

The Proposed Merger does not contemplate any modification to the contractual rights of the NCO 
holders, including coupon entitlement, redemption value, maturity profi le, security package. payment 
obligations or other economic terms. Accordingly, the economic and contractual position of the NCO 
holders is expected to remain unchanged before and after the Proposed Merger. 

Further. it is understood from the Management that considering the credit ratings of existing NCDs of 
PFC and REC, the existing market yields of NCDs of PFC and REC are not materially different. 

Accordingly. having regard to the terms ofthe Scheme and the factors discussed above, we recommend 
the following Fair NCO Exchange Ratio: 

For every 1 (One) NCO of REC held by a debenture holder, 1 (One) corresponding NCO of PFC carrying 
the same face value, coupon rate. tenure. redemption profile, security and other material rights and 
obligations to be issued. 

The recommendation of the Fair NCO Exchange Ratio is independent of the recommendation of the 
Fair Equity Exchange Ratio and has been arrived at solely with reference to the rights and obli', sati9J~="",­
attached to the NCDs. 
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Our recommendation is based on the understanding that PFC shall continue to honor the obligations 
under the NCDs in accordance with the Scheme and applicable laws and that no adverse change 
affecting the contractual rights of the NCO holders is contemplated under the Proposed Merger. 

PFC REC 
Valuation Approach Value per 

Weight 
Value per 

Weight 
NCO NCO 

Asset Approach NA · NA . 

Income Approach NA · NA . 

Market Approach NA · NA 

Relative Value per NCO NA NA 

Exchange Ratio NA 

NA - Not applicable 

We have not applied conventional valuation methodologies for determining a value per NCO, as the 
Scheme contemplates issuance of corresponding NCDs of PFC carrying the same economic and 
contractual rights as the respective existing NCDs of REC. Accordingly, determination of a separate 
value per NCO was not considered necessary for recommending the Fair NCO Exchange Ratio. 

The NCDs proposed to be issued and/or acquired and/or allotted by PFC shall carry the same economic 
and contractual terms as the respective existing NCDs of REC, including with respect to principal 
amount, coupon rate, tenure, redemption profile, security and other material rights and obligations, 
save and except that PFC shall become the issuer and obligor in place of REC. 

It should be noted that we have not examined the commercial or economic rationale of the Proposed 
Merger, nor have we considered the accounting, legal, regulatory or taxation implications arising 

therefrom. 

Respectfully submitted, 

Ernst & Young Merchant Banking Services LLP 
Registered Valuer 
IBBI Registration No. IBBIIRV·E/05/20211155 

Place: Mumbai 
Date: 28 June 2026 

Respectfully submitted, 

RBSA Valuation Advisors LLP 
Registered Valuer 
IBBI Registration No. IBBII RV·E/05/2019/11 0 

Samlr D. Shah 
Partner 
IBBI Membership No.: IBBI/RVl06/2019/12263 
Report Ref. No.: RVA2627BOMRRN060 
Place: Mumbai 
Date: 28 June 2026 
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POWER FINANCE CORPORATION LTD.
(TNa UTtER BT WBFR) (A Govt. of India Undertaking)

(aT{Wsfr. 45001:2018 9qTP16) (ISO 45001 ,2018 Ce,tified)
Pq> '161 qL'I d;LId))

Annexure 3(b)

Date: July 06, 2026

To,

The IVlanager,

Listing Department

The National Stock Exchange of India Limited

“Exchange Plaza”. C- 1, Block G,

Bandra - Kurla Complex,

Bandra (E), Mumbai - 400 051

Sub: Confirmation by Company Secretary

11 Manish Kumar Agarwal9 being the Company Secretary of Power Finance Corporation Limited

hereby confirm that:

a) No material event impacting the valuation has occurred during the intervening period of fillng
the Scheme document with stock Exchange and period under consideration for valuation.

b) There have been no past defaults of listed debt obligations of the entities forming part of the
Scheme.

Yours faithfully,

For Power Finance Corporation Limited

t
Name: Manish Kumar Agarwal

Designation: Company Secretary & Compliance Officer

ICSI Membership No: F5048

=fdt9a arqf6Tq : ’UatfRfB’, 1, VHr@1 aq n+re =aT q{ fee6#t–110001 v'iTV : 011–23456000 Mi : 011–23412545
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