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sSub: Recommendation of the fair squily share exchange ratie for the proposed

amalgamation of Andhra Bank into Union Bank of India.

Dear Madam / Sir,

We refer to the Service Level Agreement / appointment letter (together referred to as “Engagement

Letter”) whereby,

s Union Bank of India (hereinafter referred to as “UBI"} has appointed Deloitte Haskins & Sells

(hereinafter referred to as "DHS") vide the appointment letter dated 24 December 2019
(Ref: CAD / 3010/ 2018), and Service Level Agreement dated QB January 2020; and

s Andhra Bank has appointed Haribhakti & Co. LLP, Chartered Accountants (hereinafier

referred to as “H&Co.”) vide the appointment letter dated 06 December 2019 and Service

Level Agreement dated 17 December 2015,

for recommendation of the fair equity share exchange ratio for the proposed amalgamation of Andhra

Bank into Union Bank of India (hereinafter jointly referred to as the “Banks™) on a going concem

basis with effect from such date as approved by the Banks and Government of India / other reievant

authorities,

The Fair Fquity Share Exchange Ratio for this report refers to number of equity shares of faca value

of INR 1.0/- each of Union Banl of India, which would be issued to the equity sharehalders of Andhra

Bank in lieu of their equity shareholding in Andbra Bank pursuant to the proposed amaigamation

(hereinafter referred to as “Fair Equity Share Exchange Ratio”).
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DHS and H&Co. are hereinafter jointly referred to as “Valuars” or “we” or “us” and individually
referred to as “Valuer” in this joint Fair Equity Share Exchange Ratio repert ("Share Exchange Ratio

Report” or the “Report™).
SC0EE AND PURPOSE OF THIS REPORT

Union Bank of India was founded in 1919. [t is a nationalized bank with Government of India holding
86.7% stake and balance stake is held by institutional and public shareheiders as at the Report date.
It had reported consolidated total revenue and profit / {loss) after tax of INR 393,554 million and
INR (29,223) million respectively, for the year ended 31 March 2019, As on 30 September 2019,
UBI had 4,282 branches in India and 3 foreign branches. Additionally, UBI has subsidiaries / joint

venture engaged in asset management and insurance business.

Andhra Bank was founded in 1923. it is a nationalized bank with Governrment of India holding 83.2%
stake and balance stake is held by institutional and public shareholders as at the Report Date. It had
reported consofidated totat revenue and profit / (loss) after tax of INR 222,910 wmillion and INR
(27,420) million respectively, for the year ended 31 March 2019. As on 31 March 2019, Anchra Bank
had 2,885 branches. Additionally, Andhra Bank has a joint venture engaged in the insurance

husiness.

The equity shares of Union Bank of India and Andhra Bank are listed on the National Stock Exchange
of India Limited and BSE Limitad. Both the Banks offer commercial, transactional and electronic

banking products and services.

On 30 August 2019, the Government of India proposed an amalgamation of Anchra Bank into Union
Bank of India. The said proposal was accorded in principle approval by the Board of Diractors of the
said banks with effect from such date that will be approved by the Banks and other relevant
authorities pursuant to regulations under the Banking Companies (Acquisition and Transfer of
Undertakings) Act, 1970, Banking Companies (Acquisiticn and Transfer of Undertakings) Act, 1980
and relevant SEBI regulations, as applicable. The proposal envisages, inter alia, the amalgamaticn
of Andhra Bank into Union Bank of India, whereby equity shares of Union Bank of India will be issued

to the shareholders of Andhra Bank (hersinafter referred to as “Proposed Amaigamation”).

1t is in this connection, Union Bank of India and Andhra Bank have appointed DHS and H&Co.
respectively to submit & jeint report on the Fair Equity Share Exchange Ratio. This Report will be
placed before the Audit Committee and the Board of Directors {the “Boards™) of the respective Banks
and produced before government, regulatory or judicial authorities, in connection with the Proposed

Amalgamation to the extent mandatorily required under applicable laws of Tndia.
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The scope of our services is to conduct a relative fair (and not absolute) valuation of the equity
shares of the Banks, without considering the effect of Proposed Amalgamation and report on the
Fair Equity Share Exchange Ratio for the Proposed Amalgamation in accordance with generally

accented professional standards.

The Valuers have been appointed severally and not jointly and have worked independently in their
analysis. The Valuers have received information and clarifications from their respective Banks. The
Valuers have independently arrived at different values per share of the Banks. However, to arrive at
the consensus on the Fair Fquity Share Exchange Ratio for the Proposed Amalgamation, appropriate

minor adjustments / rounding off has bean done in the values arrived at by the Valuers.

The Valuers have considered financial information as considered appropriate by them in their
respective analysis. The Valuers have taken into consideration market parameters preceding the
date of the announcement of the merger i.e., 30 August 2019 and the current market parameters
as considered appropriate in their respective analysis and made adjustments for information made
known to us by the managements of the Banks (“Managerments”) till the date of this Report which
will have a bearing on the valuation analysis. The Managements have informed us that since the last
quarterly results were declared till the Report date there are no unusual / abnormal events / events
not in the normal course of business in case of the Banks materially impacting their operating /
financial information or financial performance. Further, the Managements have informed us that all

material information impacting the Banks has been disclosed to us,

We have relied on the above while arriving at the Fair Equity Share Exchange Ratio for the Proposed '

Amalgamation.

This Report is cur deliverable in respect of our recommendation of the Fair Equity Share Exchange

Ratio for the Proposed Amalgamation.

This Report and the information contained in it is absolutely confidential and intended only for the
sole use and information of the respective Boards of the Banks and only in connection with the
Proposed Amalgamation including for the purpose of obtaining regulatory approvals, as required
under applicable laws of India, for the Proposed Amalgamation. Without limiting the foregoing, we
understand that the Banks may be required to share this Repert with goeverament, regulatory or
judicial authorities, their professional advisors including merchant bankers providing fairness opinicn
on the Fair Equity Share Exchange Ratio, in connecticn with the Proposed Amalgamaticn {together,
“Parmitied Recipients”), We hereby give consent to such disclosure of this Report, on the basis that
the Valuers owe respensibility to the respective Banks that have engaged us, under the terms of
their respective engagement, and no other person; and that, to the fullest extent permitted by law,

the Valuers accept no responsibility or liability to any other party, in connection with this Report. It

is clarified that reference to this Repaort in any document and / er fiiing with Permitted Recipients, in
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of any responsibility or liability to any person / party other than the respective Banks who have

appointad us.

Our report can be used by the Banks only for the purpose, as indicated in this report, for which we
have been appointed. The results of our valuation analysis and our report cannot be used or relied
by the Banks for any other purpose or by any other party for any purpose whatsoever. We are not
responsible to any other person / party for any decision of such person / party based on this report.
Any person / party intending to provide finance / invest in the shares / business of the Banks / their
holding companies / subsidiaries / associates / investee companies / other group companies, if any,
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. If any person / party (other than
the Banks) chooses to place reliance upon any matters included in the report, they shall do so at
their own risk and without recourse to the Valuers. It is hereby notified that usage, reproduction,
distribution, circulation, copyving or atherwise quoting of this report or any part thereof, except for
the purpose as set out earlier in this report, without our prior written consent, is not permitted,

unless there is a statutory or a regulatery requirement o do so.

This Report is subject to the scope, assumptions, exclusions, limitations and disclaimers detailed
hereinafter. As such, the Report is to be read in totality, and not in parts, in conjunction with the

relevant documents referred to therein.
SOURCES OF IMFORMATION

In connection with this exercise, we have used the following information:

= Annual reports for the year ended 31 March 2019 and earlier periods for the Banks;

» Unaudited reviewed resufts for the half-yvear ended 30 September 2019 and quarter ended 31
December 2019 for the Banks;

+ Adjusted Met worth of the Banks as at 30 September 2019, provided by the Banks, taking intc
consideration the financial and tax due diligence adjustments as agreed between the Banks.

s Annual reports up to 31 March 2019 and summarized financiat information up to 30 September
2019 / 31 December 2019 as applicable of the suhsidiaries / joint venturas / associates / other
equity investments of the respective Banks

» Other relevant informaticn and documents for the purpose of this engagement.

We have also obtained the explanations, information and representations, which we believed were
reasonably necessary and relevant for our exercise from the Managements of the Banks. The Banks
have been provided with the cpportunity to review the draft report (excluding the recommended
Fair Equity Share Exchange Ratio) for this engagement to make sure that factual inaccuracies /

amissions are avoided in our finat report.

The Banks have informed us that Brnst & Young Merchant Banking Services LLP and IDBL Capitai

[

Market & Securities Ltd. have been appoeinted by Union Bank of India and Andhra Banl respectivebs 00 oo
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to provide fairness opinion on the Fair Equity Share Exchange Ratio for the purpose of the Proposed
Amalgamation. Further, at the request of the Banks, we have had discussions with the respective
falrness opinion providers mentioned above on the valuation approach adopted and valuaticn

assumptions made by us.

SCOPE LIMITATIONS, ASSUMPTIONS, QUALIFICATIOMS, EXCLUSIOMS AMD
BISCLAIMERS

Provision of valuation opinions and consideration of the issues described herein are areas of our
reqular praciice. The services do not represent accounting, assurance, accounting / tax due

diligence, consulting or tax related services that may otherwise be provided by us or our affiliatas.

The recommenclaticn contained herein is not intended to represent value at any time other than

date of this Report. We have no obligation to update this report.

This Report, its contents and the results herein are specific to (i) the purpose of valuation agread as
per the terms of our Engagement Letter; (ii) the date of this Report and (iii) are based on the audited
or the unaudited reviewed financials statements of the Banks upto the report date, as considerad
appropriate by the respective valuers. The Management has represented that the business activities
of the Banks have been carried out in the normal and ordinary course between 31 March 2019 and
the Report date and that no material change has occurred in their respective operations between 31
March 2019 and the Report date, other than that informed by the Management and mentioned in
this Report.

Valuation analysis and results are specific te the purpose of valvatien and as per the agreed terms
of the respective engagements. 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 stock market treads, financial, economic and other conditions in general and industry
trends in particwlar. This Report is issued on the understanding that the Managements of the Banks
have drawn our attention to all the matters, which they are aware of concerning the financial position
of the Banks and any other matter, which may have an impact cn our opinion, on the Fair Equity
Share Exchange Ratio for the Proposed Amalgamation. Events occurring 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 the course of the valuation, we were provided with both written and verbal information, inciuding
market, financial and operating data. In accordance with the terms of our respective engagements,
we have carried out relevant analyses and evaluations through discussions, cakeulations and such

other means, as may be applicable and available, we have assumed and refied upon, without
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subscribed databases and formed a substantial basis for this Report and (i} the accuracy of
information made available to us by the Banks. While information obtained from the public domain
or external sources have not been verified for authenticity, accuracy or compieteness, we have
obtained information, as far as possible, from sources generally considered to be reliable. We assume
no responsibility for such information. Our valuation does not constitute as an audit or review in
accordance with the auditing standards applicable in India, accounting / financial / commerciat /
legal / tax / environmental due difigence or forensic / investigation services, and does not include
verification or validation work. In accordance with the terms of our engagement / appointment
letters and in accordance with the customary approach adopted in valuation exercises, we have not
audited, reviewed, certified, carried out a dug diiigence, or otherwise investigated the historical
financials / financial information or individual assets or liabilities, provided to us regarding the Banks
/ subsidiary / associates / joint ventures / investee companies. Accordingly, we do not express an
opinion or offer any form of assurance regarding the truth and fairness of the financial position as
indicated in such histarical ﬁnanr;ials / financial statements. Also, with respect to explanations and
information sought from the Banks, we have besn given o understand by the Banks that thay have
not omitted any relevant and material factors and that they have checked the relevance or
materiality of any specific information to the present exercise with us in case of any doubt. Our
conclusion is based on the assumptions and information given by / on behalf of the Banks. The
respective Managements of the Banks have indicated to us that they have understood that any

omissions, inaccuracies or misstatements may materially affect our valuation analysis / results.

The Repert assumes that the Banks comply fully with relevant laws and regulations applicable in all
its areas of operations unless otherwise stated, and that the Banks will be managed in a competent
and responsible manner. this Report has given no consideration to matters of a legal naturs,
including issues of legal title and compliance with local laws, and litigation and other contingent
lizhilities that are not disciesed in the audited / unaudited balance sheets of 't_he Banks / subsidiary
/ associates / joint Yentures / invesiee cornpanies, if any. Mo investigation of Union Banlk of India’s
and Andhra Bank’s (or their investee cornpanies) claim to title of assets has been made for the
purpose of this Repeort and Unicn Banlk of India’s and Andhra Bank’s (or their investee companies)
claim to such rights has been assumed to be valid. No consideration has been given to liens or

encurbrances against the assets, beyond the lcans disclosed in the accounts.

Our Report is not, nor should it be construed as our opining or certifying the compliance of the
Proposed Amalgamation with the provisions of any law / standards including banking, foreign
exchange regulatory, accounting and taxation (including transfer pricing) laws / standards or as
regards any economic rationale, legal, accounting or taxation implications or issues arising from

such Proposed Amalgamation.

Our Report is not, nor should it be construed as our recommending the Proposed Amalgamation or
anything consaguential therete / resulting therefrom. This Report does not address the relative

merits of the Proposed Amalgarmation as cornpared with any other alternatives or whether or not
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/ creditors regarding whether or not to proceed with the Proposed Amalgamation shatl rest solely
with them. This Report does not in any manner address, opine on or recommend the prices at which
the securities of the Banks could or should transact at following the announcement / consummation
of the Proposed Amalgamation and we express no opinion or recommendation as to how the
shareholders of either Banks should vote at any shareholders' meeting(s) to be held in connection
with the Proposed Amalgamation. The recommendation(s) rendered in this Report only represent
our recommendation(s) based upon information furnished by the Banks (or its representatives) and
other sources and the said recommendation(s) shall be censidered to be in the nature of non-binding
advice, our recommendation will however not be used for advising anybody to take buy or sell
decision or as providing management services or carrying out management functions, for which

specific opinion needs to be taken from expert advisors.

Except in respect of certain equity investments of the Banks, we have not conducted or provided an
analysis for any individual assets / liabilities and have wholly relied on information provided by the

Banks in that regard.
The fee for our valuation analysis and the Report is not contingent upon the results reported.

DHS owes responsibility to only the Boards of Directors of Union Bank of India and H&Co. owes
responsibility to only the Board of Directors of Andhra Bank that have respectively appoinied us
under the terms of our respective Engagement Letter and nobody else. We will not be liable for any
losses, claims, damages or liabilities arising out of the actions taken by, omissicns of or advice given
by any other to the Banks. [n no event shall we be liable fer any loss, damages, cost o expenses
arising in any way from fraudulent acts, misrepresentations or willful default on part of the Banks,
their directors, empioyees ar agents. In ne circumstances shall the liability of a Valuer, its partners,
its directors or employees, relating to the services provided in connection with the engagement set
out in this Report will exceed the amount paid to such Valuer in respect of the fees charged by it for

these services.

We do not accept any liability to any third party in relation to the issue of this Report. It is understood
that this analysis does not represent a fairness opinion. This Report is not a substitute for the third
party’s own due diligence / appraisal / enquiries / independent advice that the third party should

undertake for his purpose.
This Report is subject to the laws of India.

Neither the Report nor its contents may be referred to or quoted in any registration statement,
prospectus, offering memorandum, anrual report, loan agreement or other agreement or docurment
given to third parties, other than in connection with the Proposed Amalgamation, without our prior

written consent.
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Any discrepancies in any table / annexure between the total and the sums of the amounts listad are

due to rounding-off.

SHARE CAPITAL DETATLE OF THE BAMKS

Union Bank of India

As at 30 September 2019, the paid up equity share capital of UBI was ~INR 17,630 million consisting
of 1,763,016,314 equity shares of face value of INR 10/- each fully paid up. In October 2018, the
Government of India infused additional capital into UBI and accordingly 1,659,802,538 shares were
allotted against such infusicn. Subsequently, the paid up equity share capital of UBL is ~INR 34,228
million consisting of 3,422,818,852 equity shares of face value of INR 10/- each fuily paid up, which
we have considered for the purpose of the present valuation analysis. The Management of Union
Bank of India has infermed us that (i) there would not be any capital variation in the Bank from the
Report date ill the Proposed Amalgamaticn becomes effective without approval of the shareholders
and other relevant authorities and (i) they would not declare any dividend which is materially

different than those declared in the past few years.

Andhrn Bank

As at 30 September 2019, the paid up equity share capital of Andhra Bank was ~INR 29,845 miltion
consisting of 2,984,487,840 equity shares of face value of INR 10/- each fully paid up. In December
2019, the Government of India infused additicnal capital into Andhra and accordingly 111,049,416
shares were ailotted against such infusion. Subsequently, the paid up equity share capital of Andhra
Bank is ~INR 30,955 million consisting of 3,095,537,256 equity shares of face value of INR 10/-
each fuily paid up, which we have considered for the purpose of the present valuation analysis, which
we have considered for the purpose of _thé‘ present valuation analysis. The Management of Andhra
Banl has informed us that (i) there would not be any capital variation in the Bank from the Report
date till the Provosed Amalgamation becomes effective without approval of the shareholders and
other relevant authorities and (ii) they would not declare any dividend which is materially different

than those declared in the past few years.
APPROACH - BASIS OF AMALGAMATION

The Propcsed Amalgamation envisages amalgamation of Andhra Bank into Union Bank of India

whereby equity shares of Union Bank of India wili be issued to the eguity sharehclders of Andhra

Bani.

Arriving at the Fair Equity Share Exchange Ratio for the purposes of amalgarnation such as the

Proposed Amalgamation, would require determining the relative falr values of each bank involved
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and of their equity shares. These values are to be determined independently but on a relative basis,

and without considering the effect of the amalgamaticn.

The three main valuation approaches are the market approach, income approach and asset
approach. There are severat commonly used and accepted methaods, within the market approach,
incarme approach and asset approach, for determining the relative fair value of eguity shares, which
can be considered in the present case, to the exient relevant and applicable, and subject to the
availability of detailed information, to arrive at the Fair Equity Share Exchange Ratio for the purpose

of the Proposed Amalgamation, such as:

i. Asset Approach - Net Asset Value (NAVY) Method
2. Income Approach
a) Discounted Cash Flow (DCF) Method
b) Earnings Capitalization Value (EC\/) Method

Market Appreach

a) Market Price Method

(€3]

b) Comparable Companies Multiple (CCM) Method

Tt shouid be understood that the valuation of any entity or its assets is inherently subjective and is
subject to uncertainties and contingencies, ail of which are difficult to predict and are beyond our
control. In performing our analysis, we made assumptions with respect to industry performance and
general business and economic conditions, many of which are beyond the control of the Banks. In
addition, this valuation will fluctuate with changes In prevailing market conditions, the conditions
and prospects, financial and otherwise, of the Banks, and other factors which generaily influence the

valuation of the Banks and their assets.

The application of any particular method of valuation depends on the purpose for which the valuation
is done. Although different values may exist for different purposes, it cannot be too strongly
emphasized that a valuer can cnly arrive at ong value for one purpose. Our choice of method of
valuation has been arrived at using usual and conventional methods adopted for transacticns of a
similar nature and our reascnable judgment, in'aﬂ independent and bona fide manner based on our

previous experience of assignments of & similar nature.

Azset Appromch - Met Asseat Valua Method:
Under this approach, the net asset value method is considered, which is based on the underlying
net assets and liabilities of the company, taking into account operating assets and liabilities cn a

hool value hasis and adjustments as considered appropriate by respective Valuers.

Incoma Approach: Income approach is a valuation approach that converts maintainable or future

. amounis (e.g., cash fows or Income and expenses) to a single current (i.e., dtscduh_i'hd ant.
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capitalized) amount. The value measurement is determined on the basis of the value indicated by

current market expectations about those future amounts,

= Discounted Sash Flow (DOE) Method: Under the DCF method the projected free cash flows
to the firm are discounted at the weighted average cost of capital. The sum of the discounted
value of such free cash flows is the value of the firm.

Such DCF analysis involves determining the following:

Estimating future free cash flows:
Free cash fiows are the cash flows expecied to be generated by the company that are

available to the providers of the company’s capital - both debt and equity.

Appropriate discount rate to be applied to cash flows i.e. the cost of capital:

This discount rate, which is applied to the free cash flows, should reflect the opportunity cost
to all the capital providers (namely shareholders and creditors), weighted by their relative
contribution to the total capital of the company. The apportunity cost to the capital provider
equals the rate of return the capital provider expects to earn on other investments of

equivalent risk.

»  Farnings Capitaiizatdon Yalue {(EQY) Mathod: This rnethod involves determination of the
maintainable earnings level of the company from their operations, based on past and / or
projected working results. These earnings are then capitalized at a rate, which in the opinion of
the valuer combines an adeguate expectation of raward from the entarprise risk, to arrive at the

value of the company.

Market Approach: Market approach is a valuation approach that uses prices and other relevant
information generated by market transactions involving identical or comparable (i.e., similar) assets,

liabilities or a group of assets and liabilities, such as a business.

s Markel Price Mathad: Under this method, the value of shares of a company is deterrmined by
taking the average of the market capitalization of the equity shares of such companies as quoted
on a recognized stock exchange over reasonabie periods of time where such guotations are
arising from the shares being regularly and freely traded in an active market, subject to the
element of speculative support that may be inbuilt in the market price. But there could be
situations where the value of the share as quoted on the stock market would not be regarded
as a proper.index of the fair vaiue of the share, especially where the market values are
fluctuating in a volatile capital market. Further, in the case of an amalgamation, where there is
a question of evaluating the shares of one company against those of another, the volume of
rransactions and the number of shares avallable for trading on the stock exchange over 3

~ reasonable period would have to be of a comparable standard.
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«  Lomparable Companias’ Multipies {COM) Msethod: Under this method, one attempts to
measure the vaiue of the shares / business of a company by applying the derived market multiple
hased on market quotations of comparable public / listed companies, in an active market,
possessing attributes similar to the business of such company - to the relevant financial
parameter of the company / business (based en past and / or projected working results). This
valuation is based on the principle that such market valuations, taking place between informed 3
buyers and informed sellers, incorporate all factors relevant to valuation. Relevant muliiples |

need to be chosen carefully and adjusted for differences between the circumstances.

In the present valuation analysis, it should be borne in mind that there are various macro and other
factors which in the past vears have resulted in significant volatility and fluctuations in the
vperations, working results, financial position and profitability of the Banks, which makes an arrival
of maintainable profits of the Banks - and a relative comparison of the same - based on their past
performance an exercise fraught with considerable uncertainty and subjectivity. Further we have not
been provided by the Banks with their projected resuits. In the circumstances, in the present
valuation analysis, the Valuers have considered it appropriate to apply the NAY Method, Market Price

Method and CCM Methed (using Price/Book multinle), to arrive at the relative fair value of the shares

of the Banks for the purpose of the Proposed Amalgamation. The values arrived at under such

methods has been tablad in the next section of this Repoit.
Sasis of Ealr BEgquity Share Exchange Ratio

The fair basis of the Proposed Amalgamation would have te be determined after taking into
consideration all the factors, approaches and methods consilered appropriate by the respective
Valuers. Though different values have been arrived at under each of the abeve approaches /
methods, for the purposes of recommending the Fair Equity Share Exchange Ratio it is necessary to
arrive at a single value for the sharas of the Banks involved In an amalgamation such as the Proposead
Amalgamation, It is however important to note that in doing so, we are not attempting to arrive at
the absoiute values of the shares of the respective Banks but at their relative fair values to facilitate
the determination of a Fair Equity Share Exchange Ratio. For this purpose, it is necessary to give

appropriate weights to the values arrived at under each approach / method.

In the ultimate analysis, valuation will have to be arrived at by the exercise of judicious discretion
by us and judgments taking into account all the relevant factors. There will abways be several factors,
e.q. quality of the management, present and prospective competition, yield on comparable securities
and market sentiment, etc. which are not evident from the face of the balance sheats but which will

strongly influence the warth of a share. The determination of exchange ratio is not a precise science

and the conclusions arrived at in many cases will, of necessity, be subjective angd depandent on the

™~
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exercise of individual judgment. This concept is also recognized in judicial decisions. There is,
therefore, no indisputable single exchange ratio.

While we have provided our racommendation of the Fair Equity Share Exchange Ratio hasad on the
information available to us and within the scope and constraints of our engagement, others may
have a different epinion as to the Fair Equity Share Exchange Ratio of the equity shares of Union
Bank of India and Andhra Bank. The final rasponsibility for the determination of the exchange ratio
at which the Proposed Amalgamation shall take place will be with the Board of Direciors of the
respective Banks who should take inte account other factors such as their own assessment of the

Proposed Amalgamation and input of other advisors.

The Fair Fquity Share Exchange Ratio has been arrived at on the basis of a relative fair equity
valuation of Union Bank of India and Andhra Bank based on the various approaches / methods
explained herein earlier and various qualitative factors reievant to each Bank and the business
dynamics and growlh petentials of the businesses _of these Banks, having regard to information base,

key undertying assumptions and limitations.

Valuers have independently appiied methods discussed above, as considered appropriate, and
arrived at assessrnent of the relative velue per equity share of Union Bark of India and Andhra Bank.
To arrive at the consensus an the Fair Equity Share Exchange Ratio for the Propoesed Amalgamation,

suitable miner adjustments / rounding off have been done in the values.
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The Computation of Fair £quity Share Exchange Ratio as derived by DHS, is tabulated below:

Union Bank of India Andhra Bank
Valuation
Approach Value per WA g b Yalue per .
share (1MR)| MEEM | ghace (Inmy| oA

Asset Approach - Net Asset Value Method 111.0 10% 36.4 10%
Market Approach — Market Price Method 71.6 45% 21.8 45%
Market Approach - Comparable Companies 62.8 45% 21.8 45%
Multiple Method
Income Approach N/a N/a N/a N/a
Ralative Yalua per Shars {INRS 71.6 23.2
Falr Equity Share Exchange Ratio for
Proposad Amalgamation of Andhra 0.325
Bank inte Union Bank of India {roundead T
off)

The Computation of Fair Equity Share Exchange Ratio as derived by H&Co., is tabulated below:

Union Bank of Indis Andhra Bank
Waluation
Approach Yalua per S e YValue par \AF ot e
share (1MRY|  VEIENE Dlgpare (angy| Welght

Asset Approach - Net Asset Value Method 111.6 10% 36.5 10%
Market Approach - Market Price Method 716 45% 21.8 45%
Market Approach - Comparable Companies 74.3 45% 25.6 45%
Multiple Method
Incorne Approach N/a N/a N/a Nfa
Lelntive Valug par Share (INR) 76.8 23.0

Fair Equity Bhare Exchange Ratio for
Proposed Amalgamation of Andhra
Bank into Union Banlk of Indin {rounded

o FF)




Deloitte Haskins & S=lis Haribhakil & Co, LLP

Chartered Accountants Chartered Accountants

In the present valuation analysis, it should be borne in mind that there are various macro and other
factors which in the past vears have resuited in significant volatility and fluctuations in the
operations, working results, financial position and profitabitity of the Banks, which malkes an arrival
of maintainable profits of the Banks ~ and a relative comparison of the same - based on their past
performance an exercise fraught with considerable uncertainty and subjectivity. Further we have not
been provided by the Banks with their projected results. In these circumstances, we have not

considered Income approach.

In light of the above, and on a consideration of all the relevant factors and circumstances as
discussed and outlined hereinabove, we recommend the following Fair Equity Share Exchange Ratio

for the Proposed Amalgamation of Andhra Bank into Union Bank of India:

325 (Three Hundred Twenty Five ) equity shares of Union Bank of India of INR 10/- each fully paid
up for every 1000 (One Thousand) equity shares of Andhra Bank of INR 10/- each fully paid up.

Respectfuily submitted,

Deloitia Haslins & Salls Haribhakti & Co. LLP
Chartered Accouniants Chartered Accountanis
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