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Sub: Repommendation of fair exchange ratio for the proposed merger of Videogon
d2h Limited into Dish TV India Limited

e e e e —_————

Dear Sir/ Madam,

We refer to the engagement letter whereby, Dish TV indla Limited (hereinafter referred to as
“DTIL?) has requested 8. R. Batiiboi & Co. LLP (hereinafter referred to as "SRBC" or “Valuer"
or “We") for recommendation- of falr exchiange ratio of equity shares for the proposed merger
of Videacon d2h Limited (hereinafter referred io as "VL”) into DTIL, based on the discussions
that we have had with and information that we have received from the representatives and
Management of DTIL ("Management”) from time to time in the abaove matter.

DTIL and VL are hereinafter jointly referred to as the “Companies”. The axchange ratio for
this report refers to number of equity shares of face value of INR 1/- each of DTIL, which
would be issued to shareholders of VL in lieu of their shareholding in VL.

SCOPE AND PURPOSE OF THIS REPORT

DTIL, together with its subsidiaries, provides direct-to-home ("D2H") and teleport services
primerily in India. OTIL is listed on the Bombay Stock Exchange (“BSE") and the National
Stock Exchange in India ("NSE") and has recorded unaudited consolidated total income and
profit after tax of INR 31,286.9 mn and INR 6,621.8 mn respectively for tralling twelve
months ended 30 September 2016.

VL provides D2H subscription television services to subscribers under the Videocon d2h
brand In Indla. Vs ADR is listed on NASDAQ and has recorded unaudited consolidated
total income and net loss after tax of INR 30,3028 mn and INR 393.2 mn respectively for
traifing fwelve months ended 30 September 2016 as per Indian Generally Accepted

Accounting Principles ("IGAAP").

We' understand that the Management are contemplating the merger of VL into DTIL
("Transaction”) under a Schame of Arrangement (“Scheme") under the provision of Sections

391-394 of the Companies Act, 1956 (*Proposed Merger").

OTL Ras appointed SRBC fo recommend a fair exchange ratio, Tar the 1ssue of DTIL's equity
shares to the equity sharehelders of VL, to be placed before the Board of Diractors of DTIL.
We were requested to recommend total number of equity shares of DTIL to be issued to the
equity. shareholders of VL and basad on the same we were also requested to recommend
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nurnber DTIL equity shares to be issued to each equity shareholder of VL under 3 scenarios
as contemplated by the Management. As we understand total number of equity shares of
DTIL fo be issued fo the equity shareholders of VL. would remain the same in each of the 3
scenarios (except to the extent of adjustments arising out of rounding-off the fractional share
as per the Scheme). These 3 scenarios have been explained subsequently in this reporl.

‘ The scope of our services Is to conduct a relative {(and nat abselute) valuation of the equity
i ~ shares of the Companies and report on a fair exchange ratio for the Transaction in
accordance with generally accepted professicnal standards.

We have been provided with historical financial information of DTIL and VL up to 30
September 2016 as per IGAAP. YWe have factored current market parameters in our analysis
and have made adjustments for further facts made known {past or future) to us till the date of
3 our report. The-current valuation does not factor impact of any event which is unusual or not
in hormal course of business. . .

We have relied on the above while arriving at the fair exchange ratio for the Transaction.

This report is our deliverable for the above engagemerit.

This repert is subject to the scope, assumptions, exclusiens, limitations and disclaimers
detailed hereinafter. As such, the report is to be read in totality, and not in parts, in
conjunction with the relevant documents referred to therein.

SOURCES OF INFORMATION

In ponnec’[ion with this exercise, we have used the following information abouf the
Compariies as received from the Management and/or gathered from public domairt:

¢ Annual reports of DTIL for years anded 31 March 2013, 31 March 2014, 31 March 2015
and 31 March 2016 as per [GAAP.

a Audited accounts (from 10K filling) of VL for years ended 31 March 2014, 31 March 2015
and 31 March 2016 as per [FRS. ' '

e « Unaudited financials for the year ended 31 March 2015 and 31 March 20186 for VL as per

i IGAAP. '

i "+ Unaudited financial for trailing twelve- manths for the period ended 30 September 2016
for DTIL and VL under [GAAP,

« Draft Scheme of Arrangement,

e Other information and documents for Ihe purpose of this engagsment,

It may be noted that no future business plans for the Companies have been provided to us.

During the discussions with the Management, we have also obtained explanations and
information considered reasonably nacessary for our exercise. DTIL has been provided with
the opportunity to review the draft report {excluding the recommended exchange ratio) as
part, of our standard practice to make sure that sactual inaccuracy / omissions are avoided in

our report.
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SCOPE LIMITATIONS, ASSUMPTIONS, QUALIFICATIONS, EXCLUSIONS AND
DISCLAIMERS :

Provision of valuation spinions and consideration of the issues described herein are areas of
our regular practice. The services da not represent accounting, assurance, accounting / tax
due diligence, consulling or @x related services that may otherwise be provided by us or our
affiliates,

. This Report, its contents and the results herein are- specific to (i) the purpose of valuation
| ' agreed as per the terms of our engagement; (i} the date of this report and (iii) are based on
| the balance sheets as at 30 September 2016 of the Companies. The Management has
| represented that the business activities of DTIL and VL have been cariled out in the normal
@ and ordinary course between 30 September 2016 and the Repart date and that no material
changes have occurred in their respective operations and financial position between 30
September 2016 and the Report date.

E A valuation of this nature is necessarily based on the prevailing stock market, financial,
economic and ather conditions in general and industry trends in particular as in effect on and
the information made avaiiabie to us as of, the date hereof. Events oceurring 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 ihls report.

In the ultmate analysis, valustion will have to be tempered by the exercise of judicious
discretion by the Valuer and judgment taking into accounts all the reievant factors. There will
always be several factors, . quality and integrity of the management, present and
prospective cormpetition, yleid on comparable securities and market sentiment, etc. which
are not evident from the face of the balance sheets but which will strongly influence the
worth of a share. This concept is also recognized in judicial decisions.

The recommendation rendered in this Report only represent our recommendation based
upon information furnished by DTIL and gathered from public domain and the said
recommendation shall be considered to be in the nature of non-binding advice, (our
recommendation will however not be used for advising anybody 1o take huy or sell decision,
for which specific opinion needs to be taken from expert advisors}. We have no obligation to
update this report.

The determination of exchange ratio is not a precise science and the conclusions arrived at
in many cases wil,, of necessity, be subjective and dependent on the exercise of individual
judgement. There is, therefore, no indisputable single exchange ratio. Whlle we have
provided our recommendation of the exchange ratio hased on the information available to us
and within the scope and constraints of our engagement, others may have a different opinion
as to the exchange ratio of the equity shares of DTIL and VL. The final responsibility for the
determination of the exchange ratio at which the proposed merger shall take place will be
with the Board of Directors of DTIL who sheuld take intc account other factors such as their
own assessment of ihe propesed Transactlon and input of other advisors: ‘

In the course of the valuation, we were provided with both written and verbal information,
including market, technical, financial and operating data.
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In accordance with the terfs of our respective engagements, we have assumed and relied
upon, without independent verification, (i} the accuracy of the information that was publicly
available and formed a substartial basis for this report and (i) the accuracy of infarmation
made available to us by DTIL. In accordance with our Engagsment Letter and in accordance
with the customary approach adepted in valuation exercises, we hava not audited, reviewed
or otherwise investigated the historical financial information provided to us. We have not
independently investigatad or otherwise verified the date provided by DTIL. Accordingly, we
do not express an opinion or offer any form of assurance regarding the {ruth and fairness of
the financial position as indicated in the financial statemehts. Also, with respect to
explanations and information sought from DTIL, we have been given to understand by the
Management of DTIL that they have not omitied any relevant and material factors about the
Companies 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 i based on
the assumptions and information given by/on behalf of DTIL. The Management of DTIL has
indicated to us that they have understood that any omissions, inaccuracies or misstatements
may materially affect our valuation analysis/results. Accordingly, we assume no responsibility
for any errofs in the information furnished by DTIL and their impact on the report. Nothing
has come to cur attentian to indicate that the information provided was materially mis-stated/
incorrect or would not afford reasonable grounds upon which to base the report. Also, we
assume no respensibility for technical information (if any) furnished by DTIL.

The Report assumes that Companies comply fully with relevant 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. Further, except as specifically stated
to the contrary, this Valuation Report has given no conslderation to matters of a legal nature,
including isstes of legal title and compliance with local laws, and litigation and other
contingent liabilities that are not disclosed in the audited/unaudited balance sheet of the
Companies. Our conclusion of value agsumes that the assets and liabilities of the
Companies, reflected in their respective latest balance sheets remain intact as of the
Valuation Report date,

We are not advisors with respect to legal, tax and regulatory matters for the Transaction.
The valuation and result are governed by concept of materiality.

This Report does nat loak into the business/ commercial reasons behind the Transaction nor
the likely benefits arising out of the same. Similarly, it does not address the relative merits of
fhe Transaction as compared with any other alternative business transaction, or other
alternatives, or whether or not such alternatives could be achieved or are available.

No investigation of the Companies’ claim to title of assets has been made for the purpose of
this report and the Companies' claim to 'such rights has been assumed to be valid. No
consideration has been given to liens ar encumbrances against the assets, beyond the loans
disclosed in the accounts. Therefore, no responsibility is assumed for matters of a legal
nature.

The fee for the engagement is not contingent upen the results reported.
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We owe responsibility to only the Boards of Directors of DTIL that has appeinted us under
the terms of our engagement letter and nobody else. We wili not be liable for any losses,
claims, damages or liabilities arising out of the actions taken, arnissions of or advice given by
any cther to DTIL. In no event shall we be liable for any loss, damages, cost or expenses
arising in any way from fraudulent acts, misteprasentations ar willful default on part of the
Companies, their directors, employees or agents. In no cireumstances shall the liability of a
Valuer, its partners, its directors or employees, relating fo the services provided in
gonnection with the engagement set out in this report shall exceed the amount paid to such
Valuer in respect aof the fees charged by it for these services.

We do not accept any liability to any third party in relation to the issue of this Report. 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 diligence/ appraisal/ enquiries/ independent advice
that the third party should undertake for his purposa. -

This Valuation Report is subject to the laws of India.

Neither the Valuation Report ner its contents may be referred to or quoted In any registration
statemeni, prospectus, offering memorandum, annual report, loan agreement or other
agreement or document given io third parties, other than in connection with the proposed
Scheme, without our prior written consent. In addition, this report does not in any manner
address the prices at which equity shares of the Companies will trade following
announcement of the Transacticn and we express no opinion or recammendation as to how
the shareholders of either:-company should vote at any shareholders' meeting(s) to be held in
connecticn with the Transaction.

BACKGROUND
Dish TV Indja Limited

The lssued and subscribed equity share capital of DTIL as at 30 September 2016 is [NR
1,065.9 million consisting of 1,065,928,565 equity shares of face vaiue of INR 1 each. The
shareholding pattern is &s foliows:

686,878,080 64.44%

35.56%

‘ LE=) Utk
Rl il
HE

S

The Management has informed us that there would not be any capital variation in DTIL il

e Transacion PEcomes elieclve otner than on accaunt of existing ESUP schemes.
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Videocon d2h Limited

The issusd and subscribed equity share capital of VL as at 30 September 2018 is INR
4,200.6 million conmstlng of 420,064,600 equny shares of face value of INR 10 sach. The

shareholding pattern is as follows:

Zr 4] thai
Promoter & Group : 265,360,000 83.17%

P Total Non-Promoter 154,704,600* 36.83%

Source Managemenr

Ynciudes 3,705,000 equity shares allotted to Employee Welfare Trust out of which 3,236,103
shares have been granted fo and accepted by employee of VL and remaining 466, 647 equity
shares pertain to the lapsed ESOPs. Alsc, we have been informed by the Management that
these sharas would be cancelled as a part of the Scheme,

We are required to recommend number DTIL equity shares to be issued against one equity
share of VL under three scenarios, which are considered based on the number of

outstanding equity shares of VL.

Scenario 1: Equity shares outstanding as at 30 September 2016 less 466,647 equity shares
! pertaining to the iapsed ESCPs which would be cancelled as a part of the Scheme as
i informed by the Management. The number of cutstanding equity shares to be censidered for
scenaric 1 are menticned in the table below:

420,064,600

Shares outstanding at as 30 September 2016

Less: Shares held in trust for employzes to be cancelied 466,647
as per the scheme
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Scenario 2: Number of shares as per Scenarlo 1 above plus equity shares to be issued on
account of the ocourrence of the initial performance hurdle. The number of outstanding
equity shares lo be considered for scenario 2 is mentioned in the table below:

4

Total equity shares tc be considered for Scenario 1 41 9,597,95?;'

Add: Shares to be issued on occurrence of initial 5,300,084
performance hurdle

Scenarie 3: Number of shares as per Scenario 2 above plus equity shares to be issued on
the occurrence of the subsequent performance hurdle. The number of outstanding equity
shares to be cansidered for scenario 3 is mentioned in the table below:

Total equily shares to be considere i ) 'iﬁiﬂQQT.QBT

Add: Shares to be issued on occurrence of subsequent 28,759,984
perfarmance hurdle

APPROACH - BASIS OF MERGER

The proposed Scheme contemplates the merger of the Companiss pursuant to the Merger
Scheme under Sections 391-394 of the Companies Act, 1956. Arriving at the fair exchange
ratio for the proposed merger of VL inta DTIL would require determining the fair value of the
equity shares of VL in terms of the fair value of the equity shares of DTIL. These values are
to be determined independently but on a relative basis and without considering the current

Transaction.

There are several commonly used and accepted methp-cls for determining the fair exchange
ratio for the proposed merger of VL Into DTIL, which have been considered in the present
case, to the extent relevant and applicable, including:

Market Price methad

Caomparable Companies Quoted Multiples methed
Discounted Cash Flows method

Net Asset Value mathod

B

It should be understood that the valuation of any company or its assets is inherently
imprecise and is subject o certain uncertainties and contingencies, all of which are difficult to
predict and are beyond our control, In performing cur analysis, we made nuMerous
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assumptions with respect to industry performance and general business and economic
conditions, many of which are beyond the control of the Comipanies. In addition, this
valuation will fluctuate with changes in prevaling market conditions, the conditions and
prospects, financial and otherwise, of the Companies, and other factors which generaily
influence the valuation of the Companiss and their assets.

The application of any particular mathod of valuation depends oni the purpose for which the
valuation is done. Although different values may exist for different purposes, it cannot be too
strongly emphasized that a valuer can only arrive.at one value for one purpose. Qur choice
of methodology of valuation has been arrived at using usual and conventional methodologies
adopted for transactions of a similar nature and our reasonable judgment, in an independent
and bona fide manner based on our previous experience of assignments of a similar nature.

Market Price {MP) Method

The market price of an equity share as quoted on a stock exchange is normally considered
as the value of the equity shares of that company where such quotations are arising from the
shares being regularly and freely traded in, subject to the element of speculative support that
may be inbuilt in the value of the shares. But there could be situations where the value of the
share as quated on the stock market would not be regarded as a proper index of the fair
valug of the share especially where the markst values are fluctuating in a volatile capltal
market. Further, ih the case of a merger, where there is a question of evaluating the shares
of oné company against thoseé of another; the volume of transactions and the number of
shares avallable for trading on the stock exchange over a reasonable period would have to
be of a comparable standard.

In the present case, the shares of DTIL ars listed on BSE and NSE and the ADR’s of VL are
jisted on NASDAQ and there are regular transactions in their respective equity shares and
ADR's. In these circurnstances, the share price observed on NSE for DTIL and ADR
observed on NASDAQ for VL over a reasonable period have been considered for
determining the value of DTIL and VL respectively, under the market price methodalogy.

Comparahle Gompanies' Quoted Multiple (CCM) method

Under this method, value of the equity shares of a company is arrived at hy using multiples
derived from valuations of comparable companies, as manifest through stock market
valuations of listed companies. This valuation is based on the principle that market
valuations, taking place between informed buyers and informed sellers, incorporate all
factors relevant to valuation. Relevant multiples need o be chosen carefully and adjusted for
differences between the circumstances.

We have considered the Enterprise ('EV")/ Earnings before Interest, Tax, Depreciation and
Amortization ("EBITDA") multiple of DTIL for valuation of equity shares of VL. We have not
used this method for valuation of DTIL as there are no companies listed in indiz which are

comparable to DTIL.
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Discountied Cash Flows {DCF) Method

Under the DCF method the projected free cash flows to the equity shareho_ldérs are
discounted at the cost of equity. The sum of the discounted value of such free cash flows is
the value of tha firm.

Using the DCF analysis involves -determining the following:

Estimating fulure free cash flows,

Free cash flows are the cash flows expectsd to be generated by the company that are
available to the providers of the company's equity capital.

Appropriate discount rate o be applied to cash flows .e. the cost.of equity.

This discount rate, which is applied to the free cash flows, should reflect the opportunity cost
to the equity capital providers {namely shareholders). The opportunity cost to the equity
capita| provider equals the rate of return the equity capital provider expects to earn on other
investments of equivalent risk.

We have not used DCF mathod as the Management has not provided us with the projections
of DTIL-and VL.

Net Asset Value (NAV) Methodology

The asset based valuation technique is based on the value of the underlying net assals of
the business, either an a book value basis or realizable value basis or replacement cost
hasis. This valuation approach is mainly used In case where the firm is to be liguidated l.e. it

© does not meet the “going concern” criteria or in case where the assets base dominate
earnings capability. A Scheme would normally be proceeded with, on the assumption that
the Companies amalgamate as going concerns and an actual realization of the operating
assets is nat contemplated. The operating asssts have therefore been considered at their
book values. In such a going concern scenaric, the relative earning power is of importtance to
the basis of merger, with the values arrived at on the net asset basis peing of limited
relevance.

We have not used NAV method as it is riot a true indicator of profit generating ability of the
Companies.

BASI|S OF AMALGAMATION

The basis of merger of the VL into DTIL would have to be determined after taking into
consideration all the factors and methodologies mentioned hereinabove. Though different
values have been arrived at under each of the above methodologies, for the purposes of
recommending a falr exchange ratie of equity shares it is necessary {o arrive at a single
value for each of the Companies’ shares. 1t ia however important to note that in doing so, we
are not attempting to arrive at the absolute equity values of the Companies but at their
relative values to facilitate the determination of a fair exchange ratio. For this purpose, it is

necessary to give appropriate weights to the values arrived at under each methodology.
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The fair exchanga ratio has been arrived at on the basis of a relative equity valuation of the
Companies based ‘on the various methodologles explained herein earlier and various
_gualitative factors relevant to each company and the business dynamics and growth
potentials of the businesses of the Companies, having regard to information base, key
underlying assumptions and limitations. To arrive at the Exchange Ratio for the proposed
merger, suitable rounding off have been done in the values arrived at by us.

We have applisd methodologies as discussed above and have arrived at their assessment of
value per share of the Companies.

In light of the above, and on a consideration of all the relevant factors and circumstances as
discussed and cuflined hereinabove, we consider that 857,785,766 (Eighty five crore
sevenly seven lakh eighty five thousand seven hundred and sixty six) equity shares of DTIL
{of INR 1/- each fully paid up) should be issued to the equity shareholders of VL. We have
been informed by the Management that, as a part of the Scheme, total number of equity
shares of DTIL to be allotted to the sharsholders of VL to remain same under all the 3
scenarios (except to the extent of adjustments arising out of rounding-off the fractional share
as per the Scheme), Base on the above, the number of DTIL equity shares to be issued
against 1 equity share of VL under 3 scenarios is mentioned below:

Scenario 1: We consider that the Exchange Ratio of equity shares for the merger of VL into
DTIL should be a ratio of 2.04 (rounded) equity shares of DTIL {of INR 1/- each fuily paid up)
for every 1 (One) equity share of VL (of INR 10/- each fully paid up).

Scenario 2: We conslder that the Exchange Ratjo of equity shares for the merger of VL into
DTIL should be a ratio of 2,02 {rounded) equity shares of DTIL (of INR 1/- each fully paid up}
for every 1 (One) equity share of VL (of INR 10/~ each fully paid up).

Scenario 3: We consider that the Exchange Ratio of equity shares for the merger of VL into
DTIL should be a ratio of 1.89 (reunded) equity shares of DTIL (of INR 1/~ each fully paid up)
for every 1 (One) equity share of VL {of INR 10/- each fully paid up).

Respectfully submitied,

S.R. Batlibol & Co. LLP
Chartered Accountants
ICA! Firm Registration Number: 3010C3E/E300005

per Ravi Bansal
Partner

Memberstip NoT048365
Date: 11 November 2016
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