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Ritesh Properties and Industries Limited

17/5B.,Pusa Road, New Delhi-110060

The Board of Directors

Ritesh Impex Private Limited

\1/5F.,Pusa Road, New Delhi-110060

The Board of Directors

H B Fibres Limited

17/sB,Pusa Road, New Delhi-110060

The Board of Directors

Ritesh Spinning Mills Limited

11. / 5B., Pusa Roact, New Delhi-110060

Dear Sir,

Subject:

In terms of our engagement letter clatect ]uly 23,2018, Santosh K singh & Co'' Chartered

Accountants (sKS), has carried out an inclependent valuation of RPIL, RIPL' HBFL and

RSML with a view to recommend a share exchange ratio for the purpose of determining

number of equity shares of RPIL to be issued to equity shareholders of RIPL' HBFL and

RSML Pulsuant to the proposed melgel (RPIL, RIPL, HBFL and RSML are collectively

referred to as "ComPanies").

RSMLwithRPIL
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In the following paragraphs, we have summarized the valuation analysis of RPIL, RIPL'

HBFL and RSML as on 1,t April 2018 ('Appointed Date') together with the description of the

methoclologies used and limitation on our scope of work'

CONTEXT AND PURPOSE

We understand that the Management of RPIL is contemplating a restructuring exercise

wherein it proposes to merge RIPL, HBFL ancl RSML into RPIL to achieve synergies through

focused business segments and leverage on its operations for future growth ("Transaction")'

This woulc{ be achievect by a Scheme of Arrangement for merger ("Scheme") under the

relevant provisions of the Companies Act.

In this connection, SKS has been appointed. to carry out the relative valuation of RPIL, RIPL,

HBFL and RSML with a view to recommend a share exchange ratio.

The information contained herein ancl our report is confidentral. It is intenclecl only for the

sole use and information of the Companies, and only in connection with the Scheme of

Arrangement. It is to be noted that any reproduction, copying or otherwise quoting of this

report oI any part thereof, other than in connection with the Scheme of Arrangement as

aforesaid, can be done or-rly with our prior permission in writing.

BACKGROUND INFORMATION 
:.

Ritesh Properties And Industries Limited (RPIL or the Company) is a company registerecl

under Companies Act, 1956 having its registered office at77/58, Pusa Roacl, New Delhi

110060 in the state of Delhi and its equity shares are listed on the Bombay Stock Exchange

Limitecl (BSE). Ritesh Properties and Inclustries Ltd (RPIL) is a leading company with

business interests in Real Estate & garment Industry'

Ritesh Impex Private Limited (RIPL) is a company registered uncler Companies Act' 1956

having its registered office at71/5F., Pusa Roact, New Delh!110060 in the state of Delhi and

is owned 56.11.% by the Femella Fashions Private Limited, RiPL is engaged in the business of

buying, selling, import, export and acting as a trader of aII kinds of readymade garments,

cloth, linen, etc. Apart from the aforesaid. business, RIPL is also engaged in the business of

real estate.

H B Fibres Limited (HBFL) is a company registered uncler Companies Act, 1956 having its

registerecl office at 17/58, Pusa Road, New Delhi-110060, It is 100% owned by individuals.

HBFL is engaged in the business of buying, selling, import, exPolt, acting as agents and

dealers ancl suppliers of agricultural ancl non-agricultural intermediate products, metal

proclucts, hanclicraft, all types of textile and garment related products including silk, jute,

hosiery and mixed fabrics etc. Apart from the aforesaid business, HBFL is also engaged in

the business of real estate.
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Ritesh Spinning Mills Limited (RSML) is a company registered under Companies Act

1956 having its registered office at17/5F., Pusa Road, New Delhi-110060 in the state of Delhi

and is owned. by the indivicluals. RSML is engaged in the business of spinning, weaving and

finishing of textiles. Apart from the aforesaid business, RSML is also engaged in the busirtess

of real estate.

SOURCES OF INFORMATION

For arriving at the share exchange ratio, we have relied upon the following information, as

provided to us by the Management of the Companies:

. Brief background of the business of RPIL, RIPL, HBFL and RSML;

o Auclited financial statements of RPIL, RIPL, HBFL and RSML for the financial years

endecl3l't March 201'6,31"t March 2077,31"t March 2018;

o Projected financial statements of Fashion segment in RPIL;

. Draft Scheme of Arrangement of proposed merger;

. shareholcling pattern of RPIL, RIPL, HBFL and RSML as at March 31't, 20181

o Discussions with the management of Companies incluciing necessary information,

explanations and representations provided by the managementi

VALUATION METHODOLOGY

The standarcl of value in our analysis is tiefined as the price that a buyer could reasonably be

expected to pay, ancl a seller could reasonably be expected to accept, in an independent thircl

party arm's length transaction.

For the purpose of arriving at the share exchange ratio for the proposed merger, we have

placed reliance on various judicial precedents laid down by Courts while deciding the

matters involvecl in cletermination of share exchange ratios. The valuation of a business is an

exercise which is carried. out using various methodologies, to the extent applicable:

L. Net Asset Value (NAV) Method

The application of any particular method of valuation depends on the purpose for which the

valuation exercise is performed, relevance of each method under the circumstances of the

case and other factors as determined appropriate.

Net Asset Value (NAV) method

The asset based valuation technique is based on the value of the underlying net assets of the

business. Under this method, the net assets as per financial statements are adjusted for the

market value of surplus/ non-operating assets, contingent liabilities which rnay be

crystallized ancl other adjustments as determined appropriate'

I
I

a) RIPL, HBFL AND RSML:
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It'e have used NAV methocl considering the fact that RIPL, HBFL and RSML are all asset

holding companies (predominantly in the form of real assets) and do not have any other

significant operations in Place'

b) RPrL:

We have used NAV method consiclering the fact that RPIL has both operating and non-

operating assets in its books and we have consiclered the acijusted NAV of RPIL after taking

into account the fair value of those operating assets and non -operating assets separately

and using sum of the part approach for arriving at the overall value of RPiL.

RELATIVE VALUATIONS

-' 
The Fair basis for the proposed merger of RIPL, HBFL ancl RSML into RPIL woulcl have to

be cletermir-red after taking into consicleration all the factors and methodologies mentioned

hereinabove. Though di{ferent values have been arrivecl at uncler each of the above

methoclologies, for the purpose of recommending a share exchange ratio, it is necessary to

arrive at the single relative value of the RIPL, HBFL, RSML and RPIL. It is however

important to note that in cloing so, we are not attempting to arrive at the absolute equity

value, but at their relahve values to facilitate the determination of a fair shares exchange

ratio. For the purpose, it is necessary to give appropriate weights to the values arrived at

under each methodologY.

Valuation of RIPL' HBFL. RIPI, and RQML .

For valuation of HBFL, RIPL ancl RSML we have applied the following weightages:

o Net Asset Value (NAV) Method (100%),

We have assigned weightage of 100% to Net Asset Value method being the most relevant

method.

For valuation of RIPL we have applied the following weightages:

o Acijusted Net Asset Value (NAV) Method (100%) applying the fair value of operating

(using DCF method for non-real estate assets including fabric trading business) and

non-operating assets (using market value for real estate assets),

We have assigned weightage of 100% to Net Asset Value method being the most relevant

methocl.

It may be noted that for RSML, we have consiclereci the fully diluted share capital including

Compulsorily Convertible Debenture (CCD) on "As iJ converted Basis" (basis the terms and

conditions as are applicable to the conversion of CCDs into equity shares),



SCOPE LIMITATIONS

This report is subject to the limitation cletailed hereinafter, As such the report has to be read

in totality, and not in parts, in conjunction with the relevant documents referred to above'

Computation of share exchange ratio is specific to the intended purpose as agleed m

the terms of our engagement letter. Accorclingly, the share exchange ratio should not

be usecl for any other purpose nor woulci it be applicable as at any other date'

we owe responsibility only to the Board of Directors of the Companies, and do not

accept any liability to any thircl party, in relation to this report' Neither the report nor

the contents may be referred to or quoted in any registration statement, PlosPectus'

offering memorandum, annual reporf loan agreement or other agreement or

document given to third parties, othet than in connection with the proposed Scheme

of Arrangement, without our prior written consent'

The ,l.etermination of share exchange ratio involves considerable exercise of

professional judgment as regards alternative methoclologies and is also significantly

"influenced by prevailing industry, economic ancl market (inclucling capital market)

conditions. We have exercised reasonable care while exelcisit-tg professional

judgment and consideration of the aforesaicl factors; however it is possible that any

other valuer may not agree with the methodologies used by us and the relevant

factors considered bY us.

Valuation analysis performecl by us is not and should not be construed to constitute

as an auclit. SKS is not expressing any opinion on any GAAP relatecl issues and has

not offered. any attestation services. The above mentioued procedures were

performed to the extent of clata provicled to us by the management of RPIL, RIPL,

HBFL and RSML'

valuatior-r analysis is also specific to the date of this report. An exercise of this nature

involves consideration of various factors including those impacted by prevailing

stock market trends in general anci inclustry trencls in particular. As such, our results

are, to a significant extent, subject to continuance of current trends beyond the date

of the report. we, howevet, have no obligation to update this report for events,

trends or transactions relating to RPIL, RIPL, HBFL and RSML or the market /
economy in generai ancl occurring subsequent to the date of this report.

, Our report on valuation analysis was basecl on inquiries of and discussions with

management of RPIL, RIPL, HBFL ancl RSML and reading of the documents

provided to us. In the course of our valuation analysis, we have relied upon

financials and other information, including estimates of future financial performance

and assumptions thereof, provicled by management of RPIL, RIPL, HBFL and RSML'

. Our conclusions are d.ependent on such information being cornplete and correct in all

material respects. We have not conclucted an indepenclent audit, due diligence

review or validation of such information ancl estimates of future financial

performance for the purpose of this assignrnent. Accordingly, we don't express all

opinion or any other form of assurance thereon and we accept no responsibility or

liability for any losses occasioneci to RPIL or RIPL, HBFL ancl RSML, their clirectors

or sharehold.els or to any other pal'ty as a result of our reliance on such information'
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zoJ.of,

o 1,756 (One thousand seven hundred Fifty six) equity shares of face value of Rs, 10 each

of RPIL to be issued against 1 (One) equity shares of face value of Rs. 1.00/- each of RIPL
to the existing shareholders of RIPL

o 14 (Fourteen) equity shares of face value of Rs. 10/- each of RPIL to be issued against

every 1 (One) equity shares of face value of Rs. 10/- each of HBFL to the existing
shareholders of HBFL

4 (Four) equity shares of face value of Rs. 10/- each of RPIL to be issued against every 1

(One) equity shares of face value of Rs. 10/- each of RSML to the existing shareholders of

RSML.

4 (Four) equity shares of face value of Rs. 10/- each of RPIL to be issued against every 1

(One) equity shares of Rs. 10 to be issued as per terms and conditions of conversion of
CCD of face value of Rs. 5,000/- each of RSML to the existing CCD holders of RSML.

We have not looked any other aspect of the proposed merger except the aforesaid share

Exchange Ratio.

f.or lvI/s Santosh K Singh & Co.

Chartered Accountants
Frn Registation No. 019877N

Santosh K Singh
(Partner)

M, No.502320

Place: New Delhi
Dated: 5ept12,2018


