STRICTLY PRIVATE & CONFIDENTIAL

March 31, 2017

To,

The Board of Directors

Fortune Financial Services (India) Limited
Naman Midtown "A" Wing

21st Floor, Unit No. 2103
SenapatiBapatMarg, Elphinstone Road
Mumbai 400 013.

N. M. RAILJI & CO.
Chartered Accountants
Universal Insurance Building,
Pherozeshah Mehta Road,
Mumbai-400 001. INDIA
Telephone: 2287 0068
2287 3463
Telefax  : 91 (22) 2282 8646
E-mail : nmr.ho@nmraiji.com

The Board of Directors

Fortune Credit Capital Limited

Naman Midtown "A" Wing

21st Floor, Unit No. 2104
SenapatiBapatMarg, Elphinstone Road
Mumbai 400 013

The Board of Directors
United Petro Finance Limited
2nd Floor, N. P. Towers,
Guruvayoor Road West
Fort, Thrissur, Kerala 680 004

Re: Recommendation of Fair Share Entitlement Ratio for the purpose of proposed
demerger of Lending Business of United Petro Finance Limited to Fortune Credit
Capital Limited, and issue of equity shares of Fortune Financial Services (India)
Limited to the shareholders of United Petro Finance Limited.

Dear Sir(s),

As requested by the Management of Fortune Financial Services (India) Limlited, Fortune
Credit Capital Limited and United Petro Finance Limited(hereinafter collectively referred to
as the “Management”), we have carried out the fair valuation of equity shares of Fortune
Financial Services (India) Limited (hereinafter referred to as “FFSIL”) and United Petro
Finance Limited (hereinafter referred to as “UPFL”) to recommend fair share entitlement
ratio for the proposed Scheme of Arrangement between United Petro Finance Limited
(‘UPFL” or the ‘Demerged Company’) and Fortune Credit Capital Limited (‘FCCL’ or the
‘Resulting Company’) and Fortune Financial Services (India) Limited (‘FFSIL" or the ‘Holding
Company of the Resulting Company’) and their respective shareholders providing for
demerging of Lending Business of UPFL to FCCL, and issue of Equity Shares and Optionally
Convertible Preference Shares of FFSIL to the shareholders of UPFL (FFSIL, FCCL and UPFL

hereinafter are collectively referred to as the “Companies”).
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PURPOSE OF VALUATION

We have been informed that, the managements of the respective Companies are
considering a proposal for demerging Lending Business of UPFL to FCCL, and issue of
Equity Shares and Optionally - Convertible Preference Shares of FFSIL to the
shareholders of UPFL (hereinafter referred to as “Arrangement”) pursuant to the
provisions of Sections 230 to 232 and the relevant provisions of the Companies Act
2013, including rules and regulations made there under and other applicable
provisions of the Companies Act, 1956 (hereinafter referred to as “Scheme”). Subject
to necessary approvals, the demerger of Lending Business of UPFL to FCCL will be
with effect from the close of business hours on the Appointed Date of March 31;
2017. In consideration for the demerger, Equity Shares and Optionally Convertible

Preference Shares of FFSIL would be issued to the shareholders of UPFL.

In this connection, M/s. N. M. Raiji & Co., Chartered Accountants, have been
appointed to carry out the relative valuation of Equity Shares of FFSIL and UPFL to

recommend the fair share entitlement ratio.

BRIEF BACKGROUND OF THE COMPANIES
FORTUNE FINANCIAL SERVICES (INDIA) LIMITED (FFSIL)

FFSIL was incorporated on June 14, 1991 as a Limited Company in the State of
Maharashtra under the provisions of the Companies Act, 1956, under the name and
style of “Fortune Financial Services (India) Private Limited”. The name was then
changed to its present name of “Fortune Financial Services (India) Limited” on

October 20, 1991.

The Registered Office of FFSIL is situated at Naman Midtown, “A” Wing Unit No.
2103, 21st Floor, Senapati Bapat Marg, Elphinstone Road, Mumbai - 400 013.

FFSIL is presently engaged in the business of stock broking, underwriting, portfolio
management, corporate advisory services, financial advisory, asset management,

fund mobilization, lease financing and other financial services.

The shares of FFSIL are listed onBSE Limited (‘BSE’).
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FORTUNE CREDIT CAPITAL LIMITED (FCCL)

Fortune Credit Capital Limited was incorporated on 19th October, 2007 as a public

limited company.

The Company is registered on June 24, 2008 under section 45-IA of the Reserve Bank
of India Act, 1934, as a Non-Banking Financial Company (non-deposit accepting)

classified as a Loan Company.

The Company is primarily engaged in the business of corporate financing and lending
against security of shares, stocks, bonds, debentures or other similar instruments on

short, medium and long term basis

Fortune Credit Capital Ltd. is @ 100% subsidiary company of M/s. Fortune Financial
Services (India) Ltd.

UNITED PETRO FINANCE LIMITED (UPFL)

United Petro Finance Limited incorporated on 12th June , 1996 as public limited

company.

UPFL is a Fintech NBFC headquartered in Mumbai. The company currently has two

key business verticals — Lending Business and Technology Business.

The Lénding business focuses on extending short term, unsecured business loans to
MSMEs (medium, small and micro enterprises) such as Retail Businesses,

Distributors, Traders and Services Businesses.

The Technology business vertical has built an end to end Loan Origination,
Underwriting, Processing and Management system. The company underwrites loans
using its statistical modeling and machine learning based analytics engine. This
division plans to build a digital lending platform with digital distribution, underwriting

and fulfillment (UPF is a founding member of the Digital Lenders Association of India)
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EXCLUSIONS AND LIMITATIONS

Our report is subject to the scope limitations detailed hereinafter. As such, the report
is to be read in totality, and not in parts, in conjunction with the relevant documents

referred to herein.

No investigation of the Companies' claim to title of assets has been made for the
purpose of this valuation and their 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 work does not constitute an audit or certification of the historical financial
statements / prospective results including the working results of the Companies
referred to in this report and should not be construed as such. Accordingly, we are
unable to and do not express an opinion on the fairness or accuracy of any financial
information referred to in this report. Valuation analysis and results are specific to
the purpose of valuation mentioned in the report is as per agreed terms of our
engagement. It may not be valid for any other purpose or as at any other date. Also,

it may not be valid if done on behalf of any other entity.

A valuation of this nature involves consideration of various factors including those
impacted by prevailing market trends in general and industry trends in particular.
This report is issued on the understanding that the management of the Companies
have 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 value of the shares of the Companies including any
significant changes that have taken place or are likely to take place in the financial
position of the Companies, subsequent to the Appointed Date for the proposed
demerger. We have no responsibility to update this report for events and

circumstances occurring after the date of this report.

In the course of the valuation, we were provided with both written and verbal
information. We have however, evaluated the information provided to us by the

Companies through broad inquiry, analysis and review but have not carried out a due
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diligence or audit of the information provided for the purpose of this engagement.
Public information, estimates, industry and statistical information relied in this report
have been obtained from the sources considered to be reliable. However, we have
not independently verified such information and make no representation as to the
accuracy or completeness of such information from or provided by such sources.
Our conclusions are based on the assumptions, forecasts and other information given
by/on behalf of the Companies. We assume no responsibility for any errors in the
above information furnished by the Companies and its consequential impact on the

present exercise.

Our recommendation is based on the estimates of future financial performance as
projected by the management of the Companies, which represents their view of
reasonable expectation at the point of time when they were prepared, but such
information and estimates are not offered as assurances that the particular level of
income or profit will be achieved or events will occur as predicted. Actual results
achieved during the period covered by the prospective financial statements may vary
from those contained in the statement and the variation may be material. The fact
that we have considered the projections in this exercise of valuation should not be

construed or taken as our being associated with or a party to such projections.

Our report is not, nor should it be construed as our opining or certifying the
compliance of the proposed demerger with the provisions of any law including
companies, taxation and capital market related laws or as regards any legal

implications or issues arising from such proposed demerger.

This report is prepared only in connection with the proposed demerger exclusively
for the use of the Companies and for submission to any regulatory/statutory

authority as may be required under any law.

Any person/party intending to provide finance/invest in the shares/businesses of any
of the Companies, shall do so, after seeking their own professional advice and after
carrying out their own due diligence procedures to ensure that they are making an

informed decision.
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It is to be noted that any reproduction, copying or otherwise quoting of this report or
any part thereof, other than in connection with the proposed demerger as aforesaid,

can be done only with our prior permission in writing.

Neither N. M. Raiji & Co., nor its partners, managers, employees or agents of any of
them, makes any representation or warranty, express or implied, as to the accuracy,
reasonableness or completeness of the information, based on which the valuation is
carried out. All such parties expressly disclaim any and all liability for, or based on or

relating to any such information contained in the valuation.

SOURCES OF INFORMATION
For the purpose of the valuation exercise, we have relied upon the following sources

of information provided by the management.
(@)  Annual Reports of the Companies for FY 2013-14, 2014-15, 2015-16;

(b)  Unaudited Financial statements of FFSIL for the 9 months ended December 31,

2016;

(c) Unaudited Financial statements of FCCL for the 9 months ended December 31,

2016;
(d) Audited Financial statements of UPFL for 9 months ended December 31, 2016;

(e) Draft Scheme of Arrangement Sections 230 to 232 and the relevant provisions
of the Companies Act 2013, including rules and regulations made thereunder,

and other applicable provisions of the Companies Act, 1956;

(f)  Details of issue of equity shares by UPFL after the balance-sheet date of 31%
December, 2016;

(g) Other relevant details regarding the Companies such as their history, their
promoters, past and present activities, other relevant information and data

including information in the public domain; and

(h) Such other information and explanations as we required and which have been

provided by the management of the Companies.
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VALUATION APPROACH

For the purpose of valuation, generally the following approaches are adopted:
(a) the “Underlying Asset” approach;

(b) the “Comparable Companies Multiple (CCM)” approach; and

(c) the “Market Price” approach;

UNDERLYING ASSET APPROACH

The asset based valuation technique is based on the value of the underlying net
assets of the business, either on a book value basis or realizable value basis or
replacement cost basis. The Net Asset Value ignores the future return that the assets
can produce and is calculated using historical accounting data that does not reflect
how much the business is worth to someone who may buy or invest in the business
as a going concern. This valuation approach is, therefore, mainly used in case where
the firm is to be liquidated or in case where the assets base dominates earnings
capability. A scheme of demerger / amalgamation would normally be prbceeded with
on the assumption that the companies / businesses demerge / amalgamate as going
concerns and an actual realization of the operating assets is not contemplated. The
operating assets, are therefore, considered at their book values. In such a going
concern scenario, the relative earning power is of importance to the basis of
demerger / amalgamation, with the values arrived at on the net asset basis being of
limited relevance. Moreover, since the Companies involved in the present valuation
exercise are in the business of asset finance and ancillary activities, the value derived

under NAV method will not represent the fair value of their respective businesses.

Considering the nature of business of FFSIL and the Lending Business of UPFL, as well
as the fact that the demerger is taking place on a going concern basis, we have not

considered this method for value of both FFSIL and Lending Business of UPFL.
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COMPARABLE COMPANIES MULTIPLE (CCM) APPROACH

The Comparable Companies Mu.ltiple Method arrives at the value of a company by
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 to be chosen carefully and adjusted for differences between the circumstances.
In the present scenario, the Price to Book Value(NAV) multiples of comparable listed

companies are used.

For FFSIL, the Price to Book Value * multiple obtained for the comparable listed
companies has been multiplied by the book value per share to arrive at the value

under the CCM approach

For UPF, the Price to Book Value * multiple obtained for the comparable listed
companies has been appropriately discounted for illiquidity and then multiplied by

the book value per share to arrive at the value under the CCM approach.

* - For determining the Book Value for comparable listed companies, we have considered

Consolidated Accounts for FY2016 and added profits for 9 months ended 31% December, 2016

MARKET PRICE APPROACH

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, as it répresents the
prices at which the shares are being regularly and freely traded in, subject to the
element of speculative support that may be inbuilt in the value of the shares.
However, there could be situations wherein the value of the share, as quoted on the
stock market, would not be regarded as a proper index of the fair value of the share,
particularly when the market values are fluctuating in a volatile capital market.
Further, in the case of a merger / demerger, where there is a question of evaluating
the shares of one company against those of another, the volume of transactions and
the number of shares available for trading on the stock exchange over a reasonable

period of time would have to be of a comparable standard.
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In the present case, since the equity shares of FFSIL are listed on the BSE, it is
governed by the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) Regulations, 2009 (‘ICDR Regulations’). Under the ICDR
Regulations, issuance of shares pursuant to an order under sections 391 to 394 of the
Companies Act, 1956, or the corresponding sections 230 to 232 of the Companies
Act, 2013, requires that the pricing conditions that apply to preferential issues be
followed, if such issue of shares is to be made to the shareholders of an unlisted

company.

Since the equity shares are infrequently traded in terms of Securities énd Exchange
Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2009
(‘ICDR Regulations’) read with Securities and Exchange Board of India (Substantial
Acquisition of Shares and Takeovers) Regulations, 2011 (‘SAST Regulations’), we have
not considered the market price methodology for determining the fair value under

this approach.

As UPFL is an unlisted entity, the market price method is not applicable for the same.

RECOMMENDATION OF FAIR ENTITLEMENT RATIO

The fair basis of derﬁerger of the undertaking 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 approaches,
for the purposes of recommending a share entitlement ratio it is necessary to arrive
at a single value for the shares of each company. It is however important to note
that in doing so, we are not attempting to arrive at the absolute values of the shares
of each company. Our exercise is to work out the relative value of shares of the

Companies to facilitate the determination of a ratio of entitlement.

Considering the fact that, after the arrangement the business of fhe Companies is
intended to be continued on a “going concern” basis, in order to arrive at the relative
values of the Companies, we have considered it appropriate to adopt the
“Comparable Companies Market Multiple Approach” for the valuation of FFSIL, and
Lending Business of UPFL.
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9.2 The share entitlement ratio has been arrived at on the basis of a relative valuation of
the shares of the Companies based on the methodology explained herein above and
various qualitative factors relevant to each company and the business dynamics and
growth potential of,. the businesses of the Companies, having regard to the
information base, management representations and perceptions, kéy underlying

assumptions and limitations.

9.3 In the light of the above and on a consideration of all the relevant factors and
circumstances as discussed and outlined hereinabove, in our opinion, in the event of
demerger of Lending Business of UPFL into FCCL, the shares to be issued to the
shareholders of UPFL as consideration (except entitlement towards shareholding of

FFSIL itself) in the proportion of their shareholding in UPFL, would be:

a. 496,500 (Four Lakhs Ninety-six Thousand Five Hundred) fully paid-up Equity
Shares of face value INR 10/-; and

b. 732,000 (Seven Lakhs Thirty-two Thousand) Optionally Convertible
Preference Shares (‘OCPS’) of face value INR 325/- each, convertible into
equal number of equity shares of face value INR 10/- each.

G Further to above, the scheme envisages that the OCPS will carry an option
for applying for additional 3 equity shares of face value INR 10/- each at a
price of Rs. 325 per share including premium of INR 315/-.Based on the
valuation report of the Statutory Auditor, Bathiya & Associates LLP, we
believe that the price for this preferential issue of OCPS is fair and
reasonable and is in accordance with SEBI (ICDR) Regulations, 2009.

For N. M. Raiji & Co.
Chartered Accountants
Firm’s Regn. No.: 108296W

(Vi/a;v D. Balse)
Partner
Membership No.: 39434

Place: Mumbai
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Fortune Financial Services (India) Limited
CALCULATION OF FAIR VALUE

Market Method J 16,502.93 0 -

Multiple Method (INR in Millions) 16,588.54 1 16,588.54
Total 1 16,588.54
Equity Value (INR in Millions) 16,588.54 |
No. of equity shares 4 : 51,023,767
[Equity Value per share (Fair Value) . 32500
United Petro Finance Limited

CALCULATION OF FAIR VALUE

— Multiple Method (INR in Millions) 1,329.97 1 1,329.97

Total 1 1,329.97
[Equity Value (NRin Millions) = T 3%

No. of equity shares : 39,600,000
|Equity Value per share (Fair Value) | = . 3359]

SWAP RATIO

For Every Share of UPF 0.1034 shares of FFSIL will be issued
For Every Share of UPF 496,500 equity shares of FSSIL to be issued
For Every Share of UPF 732,000 OCPS of FSSIL to be issued
Total 1,228,500




