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Dear Sir / Madam,

we refer to our engagement bners whereby s R B C & CO LLP (hereinaf,er rehned to as 'sRBc') is

appointed by Tata Chemicab Limited (hereina
(hereinafrer rehned to as'BSMC') is appointed
to as'TGBL') for recommendation of shar6 entitl
ol @nsumer division of TCL (hereinafrer refened

cp.p"*o o"."rgeo. TCL and TGBL are hereinaier reiered b as the'cornpanie6- or'the_clienr

bonsumer producf Business and TGBL arc hereinaier rafened to as lhe valuation Sublects'.

SRBC and BSMC are hereinafier ioinily rcfened to as 'Valuers" or 1,ve' or 'us' and irdividually refered

to as'Value/ in this RePort.

The share entitlement ratio for this report refers lo number of equity shares of TGBL whP I9!E f
isrreO Olf," 

"qrity 
snarenofers ot i'Cl (in additon to, not in eichinge o0 pursuant to the Proposed

Demerger.

our deliverable tor this enga0ement would b€ a share enuttement ratio report ('share Entitlement Ratio

Reporf or 'RePort').

SCOPE AND PURPOSE OF THIS REPORT

TGBLwasincorporatedonlsoclober,lg62andhavingitsregisteredoftceatl,BishopLelroyRoad.
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Recommendation of share entillemenl raiio ,or the pfoPosed demerger of consumer products

business of Tata Chemicals Limite<l into Tata Global Beverages Limited

Tata Starbucks private Limited and Nourishco B€yerages Private Limited. For the year ended 31 March

2019. TGBL reported consolidated operaling revenuea of INR 72,515.0 mn and a prolii afier tiax of INR

4,569 I mn

We undersland hat he maMgement of lhe Companies (horeinafter refened to as 'tho Management')

is contemplatng the dernefgar of consumer Products Eusiness into TGBL under a sct€me of

Anangement under the provisions of Sections 23G232 of lhe
provisions of the Compani€s Act, 2013. As a considerat
ihareholders of TCL would be issued equity shares ol TGBL
attrrbutable to the Consumer ProducB Business

For the aforesaid purposo. the Board of oirectofs of TcL and TGBL have appointed SRBC and BSMC

respecliyely, lo recommend a sharc entillement ratio, for the issue of TGBL's equity shareslo theequity

shireholders of TCL for the value attrrbutable to the Consumer Productt Business, to be placed before

the Audil Commine€r'Board of Oirectors of TCL.

We undersland lhat the appointed date for the demerger as per lhe drafl schome shall be I Apfil 2019

The scopo of our services is to conduct a relative (and not absolute) valuatirn of equity shares ol the

Valuation Sub.lecls and repori a share entitlemont ratio for the Proposed Demerger in accordance wrth

iniemationafly accapEd valuation standards / lCAl Valuation Siandards 2018 issued by lnstitute ol
Chartered Accountants of lndia

We have been provided wilh lhe carved{ut financials of Consumer Products Business from the audiled

financials of TiL and audited financials of TGBL for year ended 3'l March 2019 and earlier P€riods
Further, rve have be€n provided with the business plan ot the Valuation Subjects. We have taken into

consideraton the cunont market parameters in our analysis and have made adjusEnents tor addilional

fad6 made known to us till the date of our Report. Further, we have been informed that all matatial

informatron impacling the Valualion Subiec{s have been disclos€d to us.

We have been inbrmed that till the Propos€d Demerger becomes effective:

(a) Neither Companies vvould declare any substantial dividends having materially different yiolds as

compared to Past lew Years.

(b) There are no unusuauabnormal events in he Companies sinc€ the last audiled accounts till the

Report date materially impacling their operating/financial performance.

We havA been inform€d that, in the eventthat either of ihe company restructure their equry share capital

by way of shar€ split / consolidation / issue of bonus shares befo.e the Propos€d Demerger becomes

eftectiie. ne issue of sha.es pursuanl to the share entitlement ra6o recommended in this RePort shall

be adjusted aoordingly to take into account the efrec{ ot any such corporate actions

We have retied on the above while aniving al the share eniiuement ratio for the Proposed Demerger

This Report is our deliverable br the above engagement

This Report is subrcct to the scope, agsumplions. qualificabons, exclusions. limitations and disclaimsrs

detailed hereinafiCr. As such. the Report is to be read in totality and not in parts.
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Re@mmendation of share entitlement ratio for the proposed demerger of consumer products
business of Tala Chemic€ls Limited into Tata Global Eeverages Limited

SOURCES OF INFORTATION

ln @nnection with this exercise, we have received/obtained the following informaton about the
Valuation Subjects:

1. For Consumer ProducG Business of Tata Chemicals Limited
. Financial sEtemenb (upto EBIT level) of salt b6iness, spices busin€ss and pulses

business ofTCL carved-out from audrted financial stalement of TCL for the year ended 31

March 2017 to 31 March 2019
. Business plan of Consumer ProducG Business
. Poposed arm's length pricing betu,een TCL and TGBL for supply of salt
. Details ol contingent liabilities as of 31 March 2019
. Other relevant information
. Answers to specific questions and issues raised by us after examining the ltcregoing data.

2. For Tata Global B€verages Limited
. Standalone and consolidated audited financial staternents for year ended 31 Mard 2019
. furnual reporl tor years ended 31 March 20141o31 March 2018
. Business plan of TGBL
. Mils of contingent liabilities as of 31 March 2019
. OtfEr relevant inbrmation
. Answers to specific questions and rssues raised by us after examining the foregoing data.

During the discussions with the management ofValuation Subiects, we have also obtained explanations
and information considered reasonably necessary br our exercis€. The Client has been provided with
the opportunity b review the drafi report (excluding the recommended share entitlement ralio) as Part
of our standard pr:tctice to make sure that f;aclual inaccuracy/omissions are a\,oidd in our Report'

PROCEOURES ADOPTED AND VALUATON TETHODS FOLLOWED

ln conneclion with this exercise, we have adopted lhe following ptocedures to carry out the valuation:

. Requested and received financial and qualitatve inrormatton

. Used data available in public domaan

. Oiscussions (physicauover call) with the Management to:

o UnOentanOitre business and fundamental factors lhat affect iE eaming{enerating capabillty

including strengths, weaknesses, opportunity and threats analysis and historical financial

perform ance.
. Undertook lndusw Analysis:

. -nir*.t 
prUiicly avaihble market data including economic factors and industry trends thal

may imPact the valuation
o nnirysii of key trends and vatuation multiptes ot compsrable companies/comparable

transactions usiig: Proprietary databases subscribed by us or our netHork fi]ms

. selection of inremationally accepted valuation mehodology/(i€s) as considered appropriate by us'
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SCOPE LIMTATIONS, ASSUHPnONS, QUALIFICANONS, EXCLUSIONS AND DISCLAITERS

provrsion of valuation opinions and consideralion of the rssues described herein are areas of our regular

praclice. The services do not represent accounting, assuEnce, accounting / tax due diligenc€,

consulting or tax relaied services that may otherwise be provlded by us or our aftliates'

The recommendation conlained herein is not intendod to represent value at any bme other than report

date. We haye no obligation to update this r€port

This Report, ats contenB and the res luation agreed as PeI
tneierms oiour engagemenl; (ii) the fnancials (uplo EBIT

tevetj ot Consumei Froducts 
'Busin audited consolidated

nnanttaE ot TGAL for year ended 31 March 2019 and earlier period and (v) business plan of Valuation

subjecls. we have been informed thal the business activities of the valuation subjects have been

canied our in the normal and ordinary couBe b€tw6€n 3'l March 20 t9 and tha Reporl date and that no

rnateriaL ctlanges have occuned in their respective operaEons and financial position between 31 March

2019 and the Report date

A valuation of this nature is necassarily based on the prevailing siock market, financial. e@nomic and

other conditions in general and industsy trends in particular as in eftect on and the informalion made

available to us as oi the date hereof Eyents occuning 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

in this R€port only represent our recommendation based upon
panies and gathered frorn public domain (and analysis thereon) and
'be 

consade-red to be in the nature ot non-binding advice. Ou,

recomrnendation should not be us€d ior advasing anybody tO take buy or sell decision, for which sp€ci'ic

opinion needs to be taken from exp€rt advisors.

The determination of share entitement ratio is not a precise science and the conclusions anived at in

many cases will, ot necessity, bo subjective and dePend€nl on he exercise of andividual ,udgement ln

the jffmate analysis, valuation will have to be tempercd by lhe exercise ot judicious discretion by the

Valuer and judgment taking into a@ounts all the ,levanl factors. Ther6 is, herefote, no indisputeble

single shar6 erititt"ment raiio. while tye have provided our re@mmendaton of the share entitlement

ratii based on the information avaibble to us and wlthin the scope and constraints ol our engagement,

oUr"rS rn"V have a different Oplnion as to the share entitlement ratio The final responsibilrty for the

deGrmination ol the share entiuement ratio at which the Proposed oemergef shall take plac€ will b€

*in tne Bo"rd of Directors of h€ Companies who should take into account other faclors such as their

own assessment of tlre Proposed Demerger and input of other advisors.

ln the course of the valuation, w€ were provided with both wrinen and verbal informaton, including

ma.tet, financial and op€rating data as detailed in the sec{ion - sources of lntormation

We have nol indep€ndently audited or otheruse verified the financaal inbrmaton provided to us

Accordingly. we dd not express an opinion or offer any fiom of assurance regarding the trulh and

himess 
-oi 

the financial position as indicated in the finanoal statoments. Also, with respect to

exptanations and inlormaiion sought lrom ths Client, we have,baen given to understand^ ql tle
Minagement ttrat xrey have not omitted any relevant and material factoe about the Valuation Subiects

and tn'at tney have ihecked the relevance or maloaiality ot any specific information to the. preE€nt

exercise with us in case ol any doubt. Our conclusbn is based on the information given by/on behalf of

the Companies. The Managehent has indi€tsd to us that they have understood that any omissions,
inaccuraciss or misstatanents may materially affect our valuation analysigresuits.

Recommendation of share eniitlem€nt ralb for the proposed demerger of consumer products

busin€ss of Tata Chemic€ls Limited into Tata Global Beverag6 Limited

The Repojt assumes lhat the Companies comply fully with relevant lau,s and regulations appli€bl€ in

all ib aieas of op€rations, and thal the Companies will b€ managed in a competent and

manner. Furlher, this Report has given no consideration to matters of a legal nature, including
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Recommendation of share entitement ratio for the proposed demerger of consumer products
business of Tata Chemicals Limited into Tata Globsl Beverages Limited

of legal title and compliance with local laws, and litigation and other contingent liabilities that are not
disclosed in the audited/unaudited balance sheet ol the Companies. Our conclusion of value assumes
that the assets and liabiliues of the Valuation Subiecls, rellected in their respective latest balance sheels
remain iniact as ol the Report date.

The financial forecasts used in lhe preparation of the Repon reflecb iudgmenl of respective
management of Companies, based on present circumstances prevailing around the Valuation Date, as
lo ihe most likely set of condiuons and the course of action it is most likely to lake. lt is usually the case
lhat some events and circumstances do not occur as expecled or are not anticipated. Therefore, aclual
results dunng the forecast period will almost always may differ from the forecasts and as suci
differences may be material.

The report does not address the relative merits of the Proposed Demerger as compared with any other
altemalive business transaction, or olher attematives, or whether or not such attematives could be
achiev6d or are available.

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

We will not be liable for any losses, claims, damages or liabiliiies arising out of the actions taken,
omissions of or advice given by any other to the Companies. ln no event shall we be liable for any loss,
damages, cost or expenses arising in any way from fraudulent acts, misrepresentations or willful defaull
on part of the Companles, their dircclors. employees or agenF.

It is understood that this analysis does not represent a faimess opinion. This report is nol a substrtute
for the third party's own due diligenc€r' appraisau enquiriey independent advice tiat the third party
should underlake for hrs purpose.

This Report is sutied to the tsuis of lndia.

Nerther the Report nor ats contents may b€ retened to or quoted in any registralion statement,
prospecfus, oflering memorandum, annual report, loan agreement or other agreement or document
giv€n to third parties, other than in connection wrth he proposed Scheme of Arrangement, without our
prior written consent. ln addition, this .epori does not in any manner address the Prices at which equfty
shares of the Companies willtade following announcement of he Proposed Cremetgerand we express
no opinion or recommendation as to how the shareholders of either company should vote at any

shareholders' meeting(s) to be held in connection with the Proposed Demerger'
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SHAREHOLDING PATTERN

T.t Ch.mhels Llmlt d

The issued and subscribed equity share capital of TCL as at 31 March 2019 is INR 2,547.6 million

consistng of 25a,756,278 equity inares of fice value ol INR 10 each. The sharoholding pattem is as

folloua:

T.ta Glob.l Bov.ttoo! Llmit d

The issued and subscribed equity share capital of TGBL as at 31 March 2019 is INR 631 1 million

*n"iiting ol 631,129,129 equity inares of face value of INR 1 eaci The shareholding pattem is as

lollows:

Recommendation of share entitlemeni ralio to. the proposed demerger of consumer producls

business ot Tala Chemisls Limited into Tata Global Beverages Limited

Source:

54.514,035

Promoter & Gtoup
Public - lnsttutions

Sh.r.holding P.tt m .. on 3! Itlt!?glg tlo of Shero % Sh.Itholdlng

Promoter & Group
Public - lnstitutions
Public - Non-lnstitutions
Non-Promoter - Non-Public

217.M5,'.t90
246.397 ,230
167,264-,416

22,893

14.5o/o

39.006

26.50h
0.0%

Grrnd Tot l ail,1za,72a 100.0.r
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Re@mmendation of share entillement ratio for the proposd demerger of consumer producls
business of Tata Chemicals Limited into Tata Global Beverages Limited

APPROACH FOR RECOTXENDATION OF SHARE ENTITLEME]IIT RATIO

The Proposed Sdreme of Anangement contemdates the deme8er of Consum€r ProducB Business
into TGBL, Aniving al the share entitlement ratio for the Proposed Demerger of Consumer Prcducls
Business into TGBL sould require determining the relative value of the Consumer Product Business
(on per equity share of TCL) and the value of the equity shares of TGBL. Tttes€ values are to be
determined independenuy, but on a relative basis tor the Valuation Subjecis, without considering the
effect of the Proposed Demerger.

It should be understood that the valuation of any company or ils assets is inherenUy subjective and is
sub,ect to c€rtain uncertainties and contingencies, all of which are difficull to predict and are beyond our
control. ln performing our analysis, we made numerDus assumptions with respec{ to industry
performance and general business and economic condfions, many of f,,hich are beyond the control of
the Companies. ln addition, this valuation will fluctuate with changes an prevailing market conditions, the
conditions and prospects, financial and otherwise, of the Valuations Subiects, and other faclors.

The application of any particular method of valuation depends on lhe purpose for which lhe valuation is
done. Although different values may exlst for different purposeG, it cannot be too stongly emphasized
that a valuer can only anive at one value for one purpose. Our choice of melhodology of valuation has
been ardved at using usual and conventional mohodologies adopted for mergers / demergers ot a
similar nature and our reasonable iudgment, in an independent and bona fide manner based on our
previous experience of assignments of a similar nature.

The Valuation Approacfi adopted by SRBC and BSMC is given in Annexure 1A and 'l B respectively
(Annexure 1A and 1B logeher refened to as Annexures)

BASIS OF SHARE EiITITLETETiTT RATIO

The basis of tre demerger of Consumer Producls Business of TCL into TGBL would have to be
determined afler bking into consideration all the faclors and methods mentbned hereinabove. Though
difterent values have been anived at under each of the above methods, for the purposes of
recomrnending the share entitlement ralio of equity shares it is nece$ary to anive at a linal value for
eech Valuation Subject lt is ho^,ever imponant to note that in doing so, we are not anempting to anive
at the absolute equity values of the Valuatlon Subiecfs, but at tfieir relative values to tacilitate the
determination of the share enbtlement ratio. For this purpose, it is necessary to give approPriale weights
to the values anived at under each approaches / melhods.

The share entiflement ratio has been anived at on the basis ol a relative equity valuation of Valuation

Subjects based on the various approaches / methods explained herein earlier and various qualitative

Fact;rs relevant to each company and the business dynamics and growth potentials of the businesses

ot he valuation subiects, having regard to inbrmation base, key underlying assumptions and

limitations.

we have independently applied methods discus$d in the Annexures, as @nsk ered apPropriate, and

anivect at the value pei snire of the Companies. To anive at lhe consensus on lhe share entitlement

ratio for the Proposed Demerger, suitable minor adiustmenb / rounding ofr have been done.

ln light of the above, and On a Consideration Of all the relevant tactors and circumstances as discussed

and-ouuined hereinabove, rx€ recommend the tollowing share entitloment ratio fror the ProPosed

Demerge of Consumer Ptoducts Business into TGBL:

114(onehundredandfourteen)equitysharesofTGBLoflNRl/.eachfullypaidupbreveryl00(one
hundre<l) equity shares of TCL of INR 10 each fully paid up



Recommendation of share entitlement ratio for the proposed demerger ol consumer products

business of Tata Chemicals Limited into Tata Global Beverages Limited

It should be noted that we have nol examined any other maner including gconomic ratiojlale for the

Proposed Transaction per se or ac@unting, l€gal of tax matteG invotved in the Proposed Transaction

Bansl S. ehta t Co.
Chartered Accountants
lCAl Firm Regisiratron Number: 100991W

fiF%n
per Drulhtl R. Detai
Partner

Membership No: 049
Place: Mumbai
Oale: 15 May 2019

MembershP No: 'l
Place: Mumbai
oate: 15 May 2019

V'Y
Fi Ravl B.nsal
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Recommendation of share entitement ratio for the proposed demerger of consumer products
business of Taia Chemi€ls Limited into Tata Global Beverages Limited

ANNEXURE IA . APPROACH - BASIS OF OEUERGER . SRBC

There are several commonly used and accepted melhods under the market, income and ass€l
appoaches lor determining he share entitlement ratio for the Proposed Demerger of Consumer
ProducB Business into TGBL, which have be€n co{'rsidered in the present case, to the extent relevant
and applieble, and sutiect to ayailability of informatbn, induding:

1. Market Price method

2. Comparable Companies' Multiples rnethod
3. Discounted Cash Flow method
4. Net Asset Value method

Not Arset Vllue ('NA\f) te0rod

The asset based valuation technique is based on the value ofthe underlying net assets of the business,
either on a book value basb or realizable value basis or replacement co€t basis. The Net Asset Value
ignores the future retum the asseE can produce and is calculated using historical accounting data that
does not reflect how much he business is rrorth to someone who may buy or invest in fie business as
a going concem. This valuation approach is mainly used in case where the firm is to be lhuidated i.e. it
does not meet the 'going concem'criteria or in case where the assets base dominate eamings
capability A scheme of amalgamation / anangement 'r,ould normally be proceeded with, on the
assumplion that the crmpanies amalgamate as going @noems and an aclual realization of the
operating assets is not contemplated. The operating assets have herefore b6en considered at lheir
book values. ln a going concem scenario, the relative eaming po*er, as rellecied under the lncome
and Market approaches, is of greater importance to the basis ot amalg8maton / arangement, with the
values anived at on the net asset basis being of limited rebvance. Therefore, we have not used the
NAV Method for valuation.

Dbcounted Carh Flowt ("DCF") me$od

Under the OCF method lhe proiected free cash flows to the firm are discounted at the werghted average
cost ol capital. The sum of he dis@unted value of such ftee cash flows is the value of he firm.

Using the OCF analysis involves determining the following:

Estimdting lulure lree cash ,Iows

Free cash flows are the cash floxs expected to be gBnerated by the company that are available to all
providers of the companys capital - both debt and equity,

Appmpriate dis@unt ,a/te to be applid lo cash flows i.e. the cost of capital:

This discount rate, which is applied to the free cash nows, should rellecl the opportunity cost to all the

capital providers (namely shaidhoHerc and crBditols), wephted by their relative conlribution to the loial

c.iltaf bt fte conipany. ine oppotn n,ty cost to the capital prorider equals he rate of retum the caPital

provder expecG to eam on other investsnents ol equivalent risk.

We have used DCF metiod considering bus Business and TGBL

pr*iO"o t" ui lor vatuation. For TGBL, we h vahEtion for valious

iiircriit uusine*t 
""sments 

and investments. we have done SOTP

valuation for salt. pulses and sPices business segments.

Comp.rablo Companler' llultlpbs ("CCH") rmlhod

under this method, value ot equity shares of a company is anived at by using multiples derived from

( ,Lffiijiil; 5;;;-trJprincipre tt"t ma*et vat-uations, taking pl between informed buysrc- -i:=lduations ot comparable companies, as manifest through stock mafiet Yaluatons of listed companies.

. ( ,-LS6_\f uation is based on the pflnciple that martet valuations, taking pl between informed buys6
i \t \ -,-.,\i

,;: te/,?i
..i
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Recommendation of share entitement ratio br he pfoposed demerger of consumer products

business ot Tala ChemiEls Limit€d into Tata Global Beverag6 Limrted

and informed sellers, incorporate all fac{o6 rebvant to valuatlon Relevant multiples need to be chosen

carefully and adiusted tor dtfierences b€tween tho orcumsiances

Like in DCF we have done an SOTP analysis while considering the CCM method We have considered

Ent"rpn." value to Eamings before interist, tjax, depreciation and amortizalion (EV/EBITOA) multiple

o1 r," *ap"r6bt" listed 6mpanies/ cornparable transactions for the purpose of our Yaluation excePl

lor businesses which are not at a normative level, we have used the EV/Revenue multiple.

The total equity valu6 is then divided by the total numb€r equity shares tor aniving ai the value per

equity share under CCM melhod.

ma*ot Prlcc t elhod

e

v

:
especlally where the market Yalues are

demerger, where there is a question of
er, the volume of transetons and the

exchange over a reasonable period rculd have lo

be of a comparabb standard

re listed on BSE Limited ("BSE'). National Stock
St@k Exchange Limited. ln $ese circumslancas,

asonable penod have been considered for aniving
arket price method. Market price method hav€ nol

s it is only one of the many businesses of TCL.

MruOR FACTORS THAT WERE TAKEN INTO ACCOUNT DURING THE VALUATION

. The equity shares of TGBL are frequently traded

. Key operating / financial parameters of Valuation Subiects vis+.vis its comparable companies

. Eusiness plan of Valuation Subiects

Tho computrllon of shalg onthlement rauo fol dem6tgor of Consumer Productg Buslnes! lnlo

TGBL by SRBC h tabulated bolow:

)r

Val(,aton APProecrl Conslrlg Ptodudt
8udn .. (A)

TGBL (B)

Vdr por sliare
of TCL flr
Conaurler
Ptodu6

BudnE 0NR)

WaSht
Vdue p€r
ShsIr of

TGBL ONR)

Weight

tlrrtot ApPro.ch

- Market Pnce Method 208.2 33 33%

- Comparable Companies' Muttipl6 Method 267 I 50% 232 1 33.33%

lncoms Approlch . Discounted Cashflows
Meihod

226.7 50% 211.4 33 33%

Ass€l App(oach 3.1 116.2

SelatiYe Value Per Sharo 247 3 2'.17 2

S-entit"m.r.rRltb(A/Bl(Roun.tod) 1.11
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Recommendation of share entitement ralio for the proposed demerger of consumer products
busaness of Tatia Chemrcals Limited into Tatra Global Beverages Limited

AnncxuE lB- Approlch to Vllurdon - BS C

It is universally .ecognised that valuation is not an exact science and lhat estimating values necBsarily
involves selecling a method or approach that is suitable ftr the pu.pose.

For he purpose ofaniving at valuation of the Valuation Subjects we haye considered the valualion base
as 'Fair Value'. Our valuation, and this report, is bas€d on the premise ol 'going concem value'. Any
change in the valuation base, or tie premise could have significant impact on oua valuation exercise,
and therefore, his Report.

It may be noted that he lnstitute of Chartored Accountants of tndia (tCAl) on Jun6 10, 20tE has issued
the lCAl Valuation Standards ('lVS') etfedive br all the yaluation reports issued on or after July 1, 2018.
The IVS shall be mandatory for the valuation done under th6 Companias Act, 2013, and
recomrnondatofy for valuabon cani€d out under other statuteg r€quicm€nts. we hav6 given due
cognizance to the sarme in carrying out he valuation exercise.

IVS 301 on Business Valuatons d€els with valuation of a businGs or business o\rnership interest (i.e.
il includes valuation ol equity shares).

IVS 30'l sp€cifes thst generally, the following thr6e approaches for valualbn of businesybusiness
ownership inlorest are used:
1 Markot approach
2. lncome approach

3. Cost approach

Each ot the above approaches are discussed in the follofling paragEphs.

nefiot Prlco othod:

This method involves determining lhe market pri:e of an entity based on its traded prico on th€ stock
exchange over a reasonable pearod of time. We have determined he market pricr of shar6 of TGBL

based on weighted average prie on NSE over a period of six months prior to the Valuaiion Date. The

market price of TCL rEllecls the combined values of all the business taken togethar and therelore, not

ref,ecttvo of ihe isolated valua of the Consumer Products Busin6s. Therefoe. the Market Price Mehod
is not used to determine ihe value of lhe Consumer ProducG Business.

E mlngs D.!.d app,rcach:

Under lhe Eamings Approach we comPule lhe taf value based on the eamings.

We have valued TGBL based on Sum of the Parts (SOTP) basis wfierein we have appliod muttiples to

its eamings and to that of its investrnonB. For valuing the two joint ventures of TGBL tr'hich are in high

growth phase (i.e. Tata Sterbucks Prvate Limited and Nourishco Beverages Private Limited) re have

used the Discounted Cash Flow Method ('DCF) of Valuation.

We note ihat the Consum€r ProducG Eusiness is pt€dominanty into Salt. ln the abs€nce of comparable

tisted p€€rs focused mainly on Salt, rre have found it apPropriale to use the oiscounted cash Flow

N\E
Method for valuation ot Consumer Producls Busin6ss



Recommendation of share entitlement ratio for the proposed demerger of consumer Products

business of Tata Chemicals Limited into Tata Globel Beverages Limited

under the DCF Method, the future cash flows are apPropriately discounted to arrive at a value of ttle

business on a goang concem basis. This value uould, primarily' be b8s€d on tho present value ol such

tuture cash f,ows generaEd.

Coat approach:

costApproachisavaluabonapproachthatreieclstheamounlthatwouldberequiredcurentlyto
,epfacatf,e servlce capacity of an asset (of,en relened to as cJnenl replacament cost)'

lvs3o,tonBusinessvatuatbnsandlvslo3onvalualionApPtoachesandMethodsspecifythat
inmon meuooologies for he cost Approach afe the Replacement cost Method and the Reproduction

cost Method. These methods in,olve'iecminurg th€ yalue of lhe asset bas€d on he cost that would

have to be incuned to recreaE repttcste lhe asseiwith substantally the same utility as that of the asset

under valualion

lly be proc€eded with, on the assumption that

as going concems and an actual realization of

amalgamation / arrang6ment, with the values ani

in"ribt , * have not used trre Cost Approacn r his valualion'

Fair V.lua{on:

We have anived al the fair value of equity Ehares of TGBL by applying equal werghts to the value

OerlveO under ne gamings based Method and the Market Pri'ce Method'

The fair value of the Consumer ProducE Business is derived based on the Eamings

The comDutation ol ahare onli0oment rado for demelger of consumer Products BUAinar3 lnto

TGBL by-BSfC b bbul.t d b€low:

Vdus[o.l APPtDdt Co.ilmtPlodrcts
B.dn€t8(A)

TGBL (B)

VducpdSrtis
cf TCL br
Codrnoa
Ptod.EtB

Bdt -oNR)

WCSIil
vCr Per
SfitBd

TGSL (lnR)
WdSm

NA M 2U 50%
Market Prics irettEd

240 '1000/6 217 50%
Eamings based Method

M NA t.l^ M
Cost based aPproeh

Relatrve Value Per Share 210 210

Lta
Shs]r En0dcmont Rrtl'o (A,B) (Roundod)

A
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May 15,2019

Sticty ftivne & Coflffi€n0al

To,

B@rd of Di,Dcbrs.

Tata Chemicals Limited

Bombay House

24, Homi Mody Str€et

Fori, Mumbai - 400 0Ol

Dear Sir / Madam,

Sub: Recommendalion of Fair Shar€ Entitl€m€nt Ratio br the proposed demergEr of

Limited

I refer to the engagement letter dt May 9, 2019 whereby, Tata Chemicals Limiled (the

'Company'or'TCL'), has engaged CA Vikrant Jain ( herealler rcfened to as Registeed Valuer'

ot 'l' or me) lot recommendation of the Fair Share Entitlement Ratio for the proposed

demerger of its Consume, Products Segmenl (hereinafier refened to as Demeryed

UnMaking) of TCL into Tala Global Beverages Limited (TGBL).

PURPOSE OF THIS REFORT

I understand that the management of the Company ('Managemfit') is conternphting lo

demerge its consumer Product segment inlo TGBL ('the Transaction') pursuanl lo a scheme

of Arrangement ('schern€') to be implemenled under lhe provisions of s€c{ion 23o to 232 and

other appticable provisions of the companies Act, 2013. ln this rega6, lpril 1, 2019 has b€€n

proposed as the appointed date for the proposed Transaciion.

As a consideration for the proposed Transaction, equity shareholders of TCL would b€ issued

equity shares of TGBL. Tlp Share Entitlement Ratio for this Report refers to the number of

lT ->
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equity shares of face value of INR 1/- each of TGBL, which urould be issued to the

shareholders of TCL as conskleration for the poposed Transac'tion'

For the aforesaid purpose, the company has engag€d Registered valuefs to submit repofus

recommending the share Entitlement Ratio. ThE scop€ of my services is to conduct a relative

(and not absofua vatuation of the equity shares of the company and recommend the shafe

Entiflenrent Ratio in accddance with gen€rally accepted lnternatioflal valuatbn standards'

SOURCE OF INFORMATION

MyYaluatbnanalysisisUndertakenonthebasisoftheinfornetionfehlingtolheDernerged

Undertaking and TGBL. fumished to me by lhe Management of the Company /TGBL and

infomation available in public dornain.

I have been provided with th€ bllowing dcuments / information by he company/TcBL:

a) Drafi Sch€rne of &Engement;

b) Fiwrcial Statements of Demerged Undertaking of TCL br pat 3 years;

c) tudited Financial Statement of TGBL for th€ year ended March 31' 2019;

d) Financial proieciirns of Demerged Undeilaking of TCL fur next 5 years;

e) Finarcial Prcier:tions of TGBL;

0 Shareholding pattem of TCL and TGBL:

g) other reler,ant detjaib rcgading TGBL and the Demerged Undertaking such as their

history, their Promotets, past and present activities

The company has been provi&d with the opportunity to review the drafl report (excluding

lhe recommended share Entitlement Ratio) as a part of the stjandard prac-tice aM to ensure

accurate Fac{ual data and lo avoid any omissions in my final report'
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BACKGROUND

TCL is an lndian global company with interesls inter-alia, in chemicals, and consumel products

headquartered in Mumbai, lndia. The Company is one of lhe largest chernical cunpanies in

lndia with significant opeEtions in lndia, North America and Africa. The Company has various

product range, including Spices, Chernicals, Salt, Cement. Pulses, Water purifier etc.

Consumer produc,ts business oonsists of salt, pulses, delergents, etc.

Share Holding Paftem of TCL as on March 31, 2019

TGBL is an lndian mullinational non-alcoholic beverages cornpany. TGBL markets lea under

brands Tata Tea, Telley, Good Earth Teas and JEMCA. Tata Tea is the biggest selling tea

brand in lndia. lt also has ioint venture rvilh Slarbucfts Cofiee Company.

Share Holding Pattem of TGBL as on 31r March 2019

Sr No Class of Shareholders No. of shared

held

oh of total

Shareholding

1 Promoters & Promoters Group 7 .80,27.943 30,6%

2 Public - lnstitutions 12,22,14,300 48.OYo

3 Public - Non-lnslitutions 5,45,14,035 21 .4Yo

TOTAL 25,47,fi,278 100.00%

Sr No Class of Shareholders No. of shared

held

% of total

Shareholding

1 Promoter & Promoter GrouP 21,74,45,190 34.50h

2 Public - lnstitutions 24.63.97,230 39.0olo

3 Pubhc - Non- lnstitutions 16,72,U.416 26.5%

4 Non- Promoter Non- Public 22,893 O.OYo

TOTAL 63,11,29,729 100.00%
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D(CLUSIONS AND LIMITATIONS

My report is subject to the scope limitations detailed in engagemeni letter dt. May 9, 2019. As

such, the reporl is to be read in lotality, and not in parts, in conjundbn with the relevant

documents refened lo tErein. The valuation date considered is May 13, 20.|9'

No investigation of TGEL's or TCL'S claims lo 6tle ol assets has been made for lhe purpGe

of this valuation and their claim to such rights has been assumed lo be valid. No consideration

has been given to liens or encumblances against the ass€ds, beyond the loans discbsed in

the accounts. Therefore, no responsibility is assumed for matters of a legal nature'

My work does not conslitute certification of the historical financial statements including the

working results of the companies refered to in this report. Accordingly, I am unable lo and do

not express an opinion on th€ faimess or accuracy of any financial information rehned to in

this report. valuation analysis and resulb ar€ specific to the purpce of valuation and the

valuation date mentbned in report as per th€ agreed terms of my engagement lt may not be

valid of used for any other puryose or as at any other date. Also, it may not be valid if done

on behalf of any o(her entity.

A valuation of this nature involves @nsk eration of YarioJs factols including thoss impacted

by prevailing stock markel trends in genelal and industry treflds in partianlars. This repolt is

issued on the understanding that the Company has drawn my attention to all he malerial

information, whicfi il is aware of conceming the financial position of the Company and any

other matter, wtlich have an impad on my opinion, including any significant cfianges that have

taken placs or are likely to take place in the financial position, subsequent to the report date.

I have no responsibility to update this reporl for et ents and circumstiances occuning alter the

date of lhe report.

ln the coufse of valuation, I was pro/ided witfi both writtsl and Yerbal infomation. I have

evaluated the infomation provided to me by the company throl8h uoad inquiry, analysis and

review but have not cerded a due dil(rence or audit of the informauon provided for lhe purpose

of this engagement. I assume no responsiulity for any errors in the above information

by the Company and consequential impact on the present exercise.
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My report is mt, nor should it be construed as my opinion or cedirying the compliance of the

proposd demerger with the provisions of any laur induding companies, taxation and capital

martet laws r as regards any legal implications or issues arbing from such proposed

tlansaction.

This reporl is prepared only in conneclion wilh the propced demerger exclusively for the use

o( the Company and for submission to any regulalory / staMory authority as may be rBquird

under the law.

Thas report, its conlents and the results herein are i) specific lo the purpGe of valuation as per

the terms of my engagement; ii) lhe Valuation Date and iii) are bas€d on the data detailed in

the section - Sanrce of lnformation. An analysis of ihis nafure is necessarily based on the

prevailing stock marftet, financial, economic and other conditions in general and induslry

trends in particular, and the information made available to me as of the Valuauon Date.

Valuer, nor ib manageis, employees or agents of any of lh6m, makes any ,epresentation or

wananty, express ff implied, as to the accuracy, reasonabl€ness or conpleteness of the

information, based on which the valuation is canied out.

The determination of Share Entitlement Ratio is not a precise science and the conclusions

anived at in many cases will, of necessity, be subjec{ive and dependenl ofl the exetcase of

individualjudgement. There is, therefore, r|o single undisglted Share Entitlement Ratio. While

I have provided my recommendation of lhe Share Entillement Ratio bas€d on the information

available to me and within ttl€ scope of my engagement, otheG may have a difierEnt opinion.

The final responsibility br lhe determination of the Share Entitlement Ratio at which the

proposed demerger shall take place will be with the Board of Dircclors of the cornpany who

shall take into account other f,aclols such as their o rn assessment of th€ proposed

Transaction and inputs of other valuers/advisors'

This report does not look into the businesg commefcial reasons behind the proposed

Transaction nor the likely benefits arising out of the same. Similarly, it does not ad&6ss the

relative merits of the proposed Transaction as compared with any other altemalive business

2303, Tower No. 4, Cedar, Runwal Greens
Mulund Goregaon Link Road, Bhandup [West)
Mumbai - 400 078

CA VIKRANT JAIN
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transac,tbn or other altematives oI whether or not such altematives could be achieved or are

*hievaHe.

The fee br lhe engpgernent is not contingent upon the results reported.

The informauon containd herein and my repoft is confidenlial. Any person / party intending

to proride finance / invest in the shares / businesses of any of TCL of TGBL, shall do so, afler

seeking their o rn profiessional advice arid afief canying out their o,Yn due diligence

Eocedures to ensure that ihey are rnaking an inbrmed decision. lt is to bs noted that any

reproduclion, copying or other ise quoting of this repo{t or any patt thereof, olhe, than in

cmnection with the proposed Transaciion as aforcsaid, can be done only with my prior

permission in writing.

This roport does not in any manner address lhe prices at which equity shares will trade

following announ@ment of the proposed Transadion and I express no opanion or

recornmendation as lo how the shareholde.s of he either TCL or TGBL should vote at any

shareholde/s rne€ting(s) to be held in connec{ion with the proposed Transaction.

APPROACH TO VALUATIOT.I ENGAGEMENT

ln connection with lhis exercise, I have adopted the following plocedures to carry out the

valualbn:

Discussion wilh the Management to understand the business and fundamental fac{ors that

afiect its eaming{enerating capaulity including stength, weaknesses' opportunity and

hr€ats anat)rsis and historical financial performance

Analysis ol information related to frle Demerged Undertaking and TGBL and peers as

available in public domain

. Selection of appropriate intemationally accepted valuation methodology/(ies) afrer

deliberation

. Ariving al Share Entitlement Ralio for the propGed Transaction

Maior factors hken inio ecount are:

r Business plan prorided by th€ management

Multiples of comparabl€ companies

Trading history of TGBL
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VALUATION MEHTODOLOGY

There are several @mmonly used and accepted methods for determining the Share

Enlillement Ratio for the proposed Transaclion, of which follovying methods have been

considered in the presenl case, to the extent and applicable:

Ma*et Approach:

a. Market Price Melhod

b. Comparable Cornpanies Multiples

h66ms Approach: Discounted Cash Flo,v Method

As discussed below for the Proposad Transaction I have considercd these mehods, to the

extenl relevant and applicable.

This valualbn cculd fluctuate with passag€ of time, cfiangps in pre\railing ma*st conditions

and prcpecls, iftdustry performanoB and general business and econofl|ic condiiims

financials and otherwise and oth€r factors which generally inlluence ttE valuaUon of the

companies and their assets.

I have relied on the iudgement of the Management as regErds conlingent and oth6r lhtilitiG.

The application of any partic{.rlar method of valuation depends on the pumos€ for which the

valualion is done. A,though, different values may exist for difierent purpose' it cannot be too

strongly emphasized that a valuer can only arive at one value for one purpose. My choice of

methodology Of valuaton has been adved at using u$.Bl and @nventional malhodologies

adopted for transac{inns of a similar nature and reasonable iudgemenl, in an independent and

bona fide manner bas€d on my previous experience of assignments.

The valuation methodobgies as may bo applicable wtrir*r have been used to arfive at the

value attributabl€ to th€ equity shareholders of TCL is discussed hereunder:

1.

2.
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Me,tC fths CMPI) llelhod:

The market prhe of an equity share as obseryd on a stoc* excfiange is nomally consrdercd

s lh€ vahre d the €quity shar€s of hat cornpany.

Equity shares of TGBL are listed on BSE and NSE. The shae price on NSE for an appmpriate

pefi)(l p.ior to the valuatbn date has been considered lbr deteminino the valLre TGBL as the

trad€d tumovEr of shares ot TGBL is higher on NSE as compered lo th€ turpiror d sh*es

OO BSE.

The martei value d TGBL is anived at b, co(|sil€ring the prico over an approprlate period.

Comp{.tle CdltgaliB Matlca MuUde fCCil') l{dtod:

Under his me tod, value of the subiec{ Dernerged Undertaking of TCL and TGBL is arived

at by uring multiples derived from valuatinns of comparable companies'

Dbcourtd Csstr Flow(I)CF!) Melhod:

The discounted cash fiow method has also been used to value the equity of the companies.

The <f,scounte<l eh flow me0p<l b a valuatinn me$rod rYtrk,r ec{ilnates the pGsent value of

th€ expeded Mur€ cash tlotts ftom 0le ass€b.

RE@IflIE}T}ATIO{ ON FAR D(C}IAi{GE RANO

To vrork out relalive value of shares of Consumer product business of TCL (on per share

basis) and TGBL to tacilitate the detemination of Share Entitlemenl Ratio, it is necessary to

give appropriate weightage lo the values aniyed at under each approach.

The Weightage is given based on the resp€ctive strength and weakness of each approach on

terms of the appropriateness of the method in view of the nahrre ol the assets. The Price

lnfomation ftom an active marftet is generally considered lo be the strongest evidenc€ of

r 
value, I have given higher weightage to tlle Market Approach.
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While carrying out the valuation transac{ion is considered as 'arm's lerplh' between the

unrelated parties.

Valuation will have to involve the exercise of iudicious discr€tion and judgEment. There will

alrrays be several factofs, e.g. pfesent and pfospeclive cornpetition, yield on comparable

securities and mad(et sentiments dc. which a.e not e /ident from the face of the balance

shoets but which will strongv infiuence the worth of a share. This concept is also rccognized

in various iudicial decisions.

FAIR ENTITLEMENT RATIO FOR DEMERGER OF CONSUMER PRODUCT BUSINESS OF

TCL iNtO TGBL

lnthelightoftheaboveandonaconsideralidlofalltherebvantradorsandcircums{ances

asdiscussedandoutlinedhereinaboverefe]redtoearlierinthisreport,inmyopinbn,afiair

ratio of share entitlement in the evenl of aforesaH Scheme of Arrangement would be:

114 €quity dtare c, TGBL ol Rs. 1/- dl fully pal, up fu 6,€ty lm equiv sha'E dTcL o'

Rs. 10/- eacfi tlly Pald tp.

Report Submitted

Thanking Yott,

Yors faihfrtllY,

Rogister€d Valuer

Reg No: IBB|/RVOS2.OIU1O10A

?("
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