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Date: May 30tn, 2OL3

The Board of Directors,
Future Retail Limited
Knowledge House
Off  Jogeshwari  -  Vikhrol i  L ink Road
Shyam Nagar,  Jogeshwari  (East)

Mumbai -  400060

Subject: Fairness Opinion on Merger Equity Share Entit lement Ratio for the proposed merger of

Future Value Retail Limited ("FVRL") with Future Retail Limited ("FRL")

Dear Sirs,

This has reference to engagement let ter  dated May 27,2013 wherein Future Retai l  L imited has
requested Keynote Corporate Services Limited ("Keynote") to provide fairness opinion to the Board

of Directors of FRL for merger of FVRL with FRL ("the Proposed Transaction").

1) Background and Purpose

Future Retail Limited ("FRL")

FRL is a publ ic l is ted company which, through i tsel f  and i ts subsidiar ies,  is  a diversi f ied retai l  p layer

and also has interests in media and other businesses. Through around 14 mi l l ion square feet of  retai l

space, FRL serves customers in more than 95 ci t ies across India.  Around 300 mi l l ion customers walk

into i ts stores each year.  l t  is  l is ted on BSE Limited (BSE) and Nat ional  Stock Exchange of  India
Limited (NSE) and has a current market cap of  around Rs. 2,978 Cr.

* FYLO and FYl1 numbers ended June 30, 2010 and June 30, 201"1. respectively
** FYL2 numbers are for the period of 18 months ended December 31.,2OI2
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Shareholding Pattern as on 31-March-20t3

Category
Shareholding of Equity Shares

(%l
Shareholding for Class B

Equity Shares (%)

Promoter 44.t9% 51.45%

Publ ic 55.8t% 48.55%

lnsti tut ions 38.49% 216%

F t l 25.88% 0.67%

D l l 12.5t% 1,.49%

Non-lnst i tut ions t732% 46.39%

FY12**Financials (Rs. Cr.)

70L5.4Total  lncome 4LI4.5

Total  Expendi ture

Profit Beforb Tax

Profit After Tax
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Future Value Retail Limited ("FVRL")

FVRL is in the business of  operat ing retai l  formats l ike Big Bazaar and Food Bazaar.  The company
operates L62Big Bazaar stores, 3L Food Bazaar stores, among other formats, in over 93 cit ies across
the country,  cover ing an operat ional  retai l  space of  over 8.7 mi l l ion square feet.  l t  is  a pr ivately held
company. Current ly,  ent i re share capi ta l  of  FVRL is being held by FRL.

Shareholding Pattern as on 31-March-2013
Category Shareholding, (%l

Promoter (FRL & its nominees) too.00%

Sum

* FY10 and FY11 numbers ended June 3Q 2010 and June 30, 2011 respectively
** FY12 numbers are for the period of 18 months ended December 3t,20Lz

2l Scheme of Arrangement

We understand that the Board of  Directors of  FRL, in i ts meet ing held on March 15, 2013, had
approved a Scheme of Amalgamation of FVRL (the "scheme of Amalgamation" or the "Scheme"), a
whol ly owned subsidiary of  FRL, wi th FRL. The Scheme, pursuant to Sect ions 391 to 394 of  the
Companies Act 1956, provides for merger of  FVRL with FRL and matters incidental  and consequent ia l
thereto.  As per the Scheme: .

L With effect from the Appointed Date (i.e. July 01, 20t21, the whole of the undertaking of
FVRL shal l  be merged with FRL;

2.  Sincei  the ent i re share capi ta l  of  FVRL is held by FRL, no considerat ion shal l  be
payable/dischargeable to the shareholders of  FVRL for the amalgamation of  FVRL with FRL;

3.  Holders of  Compulsor i ly  Convert ib le Debentures in FVRL would get Compulsor i ly  Convert ib le
Debentures/Opt ional ly Convert ib le Debentures in FRL and their  conversion into equi ty
shares of  FRL, in f inancial  years 20I4-L5 and 2015-16, shal l  be at  a pr ice not less than the
average of share price of FRL for a period of four weeks immediately prior to the date of
conversion. The Debenture holders shal l  have a put opt ion on a promoter Company/FRL;

4.  On the Scheme becoming ef fect ive,  FVRL shal l  be dissolved without being wound up.
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ia lnctats

Financials (Rs. Cr.) FY10't FY11* FY12**
Total  Income 2,992.8 6,918.6 17,036.2
Total Expenditure 2,9t8.1 6,749.4 t0,975.7
Profit/(Loss) Before Tax 74.7 169.2 136.2
Profit/(Loss) After Tax 50.6 113.0 90.04
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3) Scope of Engagement

For the aforesaid purpose, the Board of  FRL has appointed us to issue a fa i rness opinion on Merger
Equi ty Share Ent i t lement Rat io for  the Proposed Transact ion as per the requirement of  SEBI c i rcular
CIR/CFD/D lL/s/20t3 dated February 5, 20L3.
This report  is  intended only for  the sole use and informat ion of  FRL and only in connect ion wi th the
Proposed Transact ion including for the purpose of  obtaining judic ia l  and regulatory approvals for  the
merger.

4l Sources of Information

We have rel ied on the fol lowing informat ion of  FRL and FVRL in issuing this fa i rness opinion for the
purpose o f  the  amalgamat ion  o f  FVRL in to  FRL.

t .  Scheme of Amalgamation of  FVRL with FRL
2. Audi ted Annual  Report  of  FRL as on December 3L,2012, June 30, 2OtL a nd June 30, 2010;
3.  Audi ted Annual  Report  of  FVRL as on December 3t ,2012, June 30, 20Lt and June 30, 2010
4" Such other informat ion,  documents,  data,  reports,  d iscussion and verbal  & wr i t ten

explanat ions f rom FRL as wel l  as advisors for  merger/amalgamation to FRL, publ ic domain
websi tes,  as were considered relevant for  the purpose of  the Fairness Opinion.

5) Fairness Opinion on Merger Equity Share Entit lement Ratio

FVRL is a whbl ly owned subsidiary of  FRL and i t  is  now merging with i ts parent company, FRL. There
are no new shares to be issued as the ent i re share capi ta l  of  FVRL is held by FRL. No considerat ion
shal l  be payable/dischargeable to the shareholders of  FVRL for the amalgamation of  FVRL with FRL
and on the Scheme becoming ef fect ive,  FVRL shal l  be dissolved without being wound up.
Consider ing th is there is no Merger Equi ty Share Ent i t lement Rat io prescr ibed for the Proposed
Tra nsact ion.

Based on the facts discussed and exclusions & limitations mentioned herein below, we state that
in our opinion the recommen&tion given by the Board in the Scheme of Amalgamation seems fair
and reasonable.

6) Exclusions and Limitations

We have assumed and rel ied upon, wi thout independent ver i f icat ion,  the accuracy and
completeness of  a l l  informat ion that was publ ic ly avai lable or provided or otherwise made avai lable
to us by FRL for the purpose of  th is opinion. Our work does not const i tute an audi t  or  cert i f icat ion or
due di l igence of  the working resul ts,  f inancial  statements,  f inancial  est imates or est imates of  value
to be real ized for the assets of  FRL or FVRL. We have solely rel ied upon the informat ion provided to
us by FRL. We have not reviewed any books or records of  FRL or FVRL (other than those provided or
made avai lable to us).  We have not assumed any obl igat ion to conduct,  nor have we conducted any
physical  inspect ion or t i t le ver i f icat ion of  the propert ies or faci l i t ies of  FRL or FVRL and nei ther
express any opinion with respect thereto nor accept any responsibi l i ty  therefore.  We have not made
any independent valuat ion or appraisal  of  the assets or l iabi l i t ies of  FRL or FVRL. We have not
reviewed any internal  management informat ion statements or any non-publ ic reports,  and, instead,
with your consent we have rel ied upon informat ion which was publ ic ly avai lable or provided or
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otherwise made avai lable to us by FRL for the purpose of  th is opinion. We are not experts in the
evaluat ion of  l i t igat ion or other actual  or  threatened claims and hence have not commented on the
effect  of  such l i t igat ion or c la ims on the valuat ion or on opinion. We are not legal ,  tax,  regulatory or
actuar ia l  advisors.  We are f inancial  advisors only and have rel ied upon, wi thout independent
ver i f icat ion,  the assessment of  FRL and FVRL with respect to these matters.  In addi t ion,  we have
assumed that the Scheme of Amalgamation wi l l  be approved by the regulatory author i t ies and that
the proposed transact ion wi l l  be consummated substant ia l ly  in accordance with the terms set for th
in  the  Scheme o f  Amalgamat ion .

We understand that the management of  FRL dur ing our discussions with them would have drawn
our at tent ion to al l  such informat ion and matters which may have an impact on our analysis and
opinion. We have assumed that in the course of  obtaining necessary regulatory or other consents or
approvals for  the Scheme of Amalgamation, no restr ict ions wi l l  be imposed that wi l l  have a mater ia l
adverse effect on the benefits of the Proposed Transaction that FRL and FVRL may have
contemplated. Our opinion is necessar i ly  based on f inancial ,  economic,  market and other condi t ions
as they current ly exist  and on the informat ion made avai lable to us as of  the date hereof.  l t  should
be understood that al though subsequent developments may af fect  th is opinion, we do not have any
obl igat ion to update,  revise or reaff i rm this opinion. In arr iv ing at  our opinion, we are not author ized
to sol ic i t ,  and did not sol ic i t ,  interests for  any party wi th respect to the acquis i t ion,  business
combinat ion or other extra-ordinary t ransact ion involv ing FRL and FVRL or any of  i ts  assets,  nor did
we negot iate wi th any other party in th is regard.

We have acted as a f inancial  advisor to FRL for providing a fa i rness opinion on the Merger Equi ty
Share Ent i t lement Rat io and wi l l  receive a fee for our services.  In the past,  Keynote and i ts af f i l iates
have not provided any f inancial  advisory and f inancing services to FRL or FVRL and their  af f i l iates and
have not rec€ived fees for render ing of  the services.

ln the ordinary course of  business, Keynote is a SEBI Registered Category I  Merchant Banker,
engaged in secur i t ies t rading, secur i t ies brokerage and investment act iv i t ies,  as wel l  as providing
investment banking and investment advisory services.  In the ordinary course of  i ts  t rading,
brokerage and f inancing act iv i t ies,  any member of  Keynote may at  any t ime hold long or short
positions, and may trade or otherwise effect transactions, for its own account or the accounts of
customers,  in debt or equi ty s*ur i t ies or senior loans of  any company that may be involved in the
Proposed Transact ion.

I t  is  understood that th is report  is  solely for  the benef i t  of  and conf ident ia l  use by the Board of
Directors of  FRL for the purpose of  the Proposed Transact ion and may not be rel ied upon by any
other person and may not be used or disclosed for any other purpose without our pr ior  wr i t ten
consent.  The opinion is not meant for  meet ing any other regulatory or disclosure requirements,  save
and except as speci f ied above, under any Indian or foreign law, Statute,  Act ,  guidel ine or s imi lar
instruct ion.  Management of  FRL should not make this report  avai lable to any party,  including any
regulatory or compl iance author i ty/agency except as ment ioned above. The let ter  is  only intended
for the aforement ioned speci f ic  purpose and i f  i t  is  used for any other purpose; we wi l l  not  be l iable
for any consequences thereof.

We express no opinion whatever and make no recommendat ion at  a l l  as to FRL or FVRL's under ly ing
decis ion to ef fect  to the Proposed Transact ion or as to how the holders of  equi ty shares or
preference shares or secured or unsecured credi tors of  FRL and FVRL should vote at  their  respect ive
meet ings held in connect ion wi th the Proposed Transact ion.  We do not express and should not be
deemed to have expressed any views on any other terms of  the Proposed Transact ion.  We also
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express no opinion and accordingly accept no responsibility for or as to the prices at which the
equity shares of FRL will trade following the announcement of the Proposed Transaction or as to the
financial performance of FRL or FVRL fol lowing the consummation of the Proposed Transaction.

ln no circumstances however, will Keynote Corporate Services Limited or its associates, directors or
employees accept ahy responsibility or liability to any third party and in the unforeseen event of any
such responsibility or liability being imposed on Keynote Corporate Services Limited or its associates,
directors or employees by any third party, FRL and their affil iates shall indemnify them.

Thanks & Best Regards,

For KEYNOTE CORPO RATE SERVICES LTD.

w
Nipun Lodha
Executive Vice President
SEBI Registration No. 1NM000003606
(Merchant Banker)
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