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Outer Circle,
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To, India

T+91114278 7070

The Board of Directors F+91114278 7071

Bharti Airtel Limited
Airtel Centre, Plot No. 16,
Udyog Vihar,

Phase-1V, Gurgaon,
Haryana - 122015,

India

Date: 14 April 2021

Sub: Recommendation of Fair Share Entitlement Ratio for the proposed demerger of Telecom
Business Undertaking of Bharti Airtel Limited into Airtel Limited pursuant to the

Composite Scheme of Arrangement between Bharti Airtel Limited, Airtel Digital Limited,
Airtel Limited, Nettle Infrastructure Investments Limited, Telesonic Networks Limited
and their Respective Shareholders and Creditors

Dear Sir / Madam,

We refer to our Engagement Letter dated 5 March 2021 and Addendum Engagement Letter dated
14 April 2021, whereby the Board of Directors of Bharti Airtel Limited and Airtel Limited (together
referred to as the “Management” or “Board”) has requested GT Valuation Advisors LLP (“GTVA” or
the “Firm”) for recommending the Fair Share Entitlement Ratio for the proposed demerger of certain
identified business division of Bharti Airtel Limited (hereinafter referred to as “Telecom Business
Undertaking”) on a going concern basis into Airtel Limited pursuant to a Composite Scheme of
Arrangement under provisions of Sections 230 to 232 and other applicable provisions of the
Companies Act, 2013 (“Scheme” or “Scheme of Arrangement”).

The “Fair Share Entitlement Ratio” for the purpose of this report refers to the number of fully paid-up
non-participating, non-cumulative compulsorily and fully convertible preference shares of face value
INR 100/- each (hereinafter referred to as “CCPS”) to be issued by Airtel Limited to the equity
shareholders of Bharti Airtel Limited (“BAL”) as consideration for the proposed demerger of Telecom
Business Undertaking on a going concern basis into Airtel Limited. (hereinafter referred to as “Fair
Share Entitlement Ratio”)

GTVA has been hereafter referred to as ‘Valuer or ‘we’ in this report (‘Report’).

In the following paragraphs, we have summarized our valuation analysis together with the description
of the methodologies used and limitations on our scope of work.
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1. CONTEXT AND PURPOSE OF THIS REPORT

1.1. Background of the Companies

Bharti Airtel Limited (“BAL”)

Headquartered in India, Bharti Airtel Limited (“BAL”) is a global telecommunications company with
operations in 18 (eighteen) countries. BAL’s portfolio includes high speed 4G/4.5G mobile
broadband, ‘Airtel Xstream Fiber’, converged digital TV solutions through the ‘Airtel Xstream 4K
Hybrid Box’, digital payments as well as an integrated suite of services across connectivity,
collaboration, cloud and security. BAL is listed on the National Stock Exchange of India Limited and
BSE Limited.

Over the years, BAL has grown into a conglomerate having multiple business verticals that are
differentiable from each other, including from its predominant business i.e. the Telecom Business.
Telecom Business comprises BAL'’s business operations in relation to telecommunication business,
including but not limited to telecommunication services, involving product offerings including 2G, 3G
and 4G wireless services, mobile commerce, fixed line services, high-speed home broadband,
enterprise services including national & international long-distance services to carriers. Verticals
other than this core Telecom Business include tower infrastructure, digital TV or direct-to-home
services, payments bank, telecom operations in Africa and various digital assets & services etc., all
held under BAL'’s direct / indirect subsidiaries and joint ventures.

Airtel Digital Limited (“Airtel Digital”)

Airtel Digital renders over-the-top (OTT) services that include ‘Airtel Thanks’ app for self-care, ‘Airtel
Xstream’ app for video, ‘Wynk Music’ for entertainment and ‘Airtel BlueJeans’ for video conferencing.
BAL and Nettle Infrastructure Investments Limited (“NIIL”") respectively hold 56% and 44% of Airtel
Digital.

BAL and Bharti Airtel Services Limited (a wholly owned subsidiary of BAL) hold 90% and 10% of the
share capital of NIIL

Airtel Limited

Airtel Limited is a newly incorporated company and is yet to commence any business operations. It
was incorporated on 16 March 2021 and is a wholly owned subsidiary of Airtel Digital Limited.

We understand that Airtel Digital would be amalgamated into BAL as part of the Scheme.
Consequently, before the proposed demerger of Telecom Business Undertaking into Airtel Limited,
Airtel Limited will be a wholly owned subsidiary of BAL.

1.2. Proposed Transaction

We have been given to understand that pursuant to the Composite Scheme of Arrangement,
identified business division of BAL engaged in the Telecom Business (referred to as “Telecom
Business Undertaking” in this Report and as defined in detail in the Scheme) is proposed to be
demerged into Airtel Limited. The Scheme envisages, inter alia, issuance of CCPS by Airtel Limited
to the equity shareholders of BAL as a consideration for the proposed demerger of Telecom Business
Undertaking into Airtel Limited on a going concern basis (hereinafter referred to as “Proposed
Transaction”).
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It is in this connection, Bharti Airtel Limited has appointed GTVA, Registered Valuer — Securities and
Financial Assets, to submit a report on the Fair Share Entitlement Ratio for the Proposed Transaction
as required under the relevant provisions of the Companies Act, 2013 and SEBI. This Report will be
placed before the Board of Directors of BAL and Airtel Limited and may be produced before
regulatory or judicial authorities, in connection with the Proposed Transaction to the extent
mandatorily required under applicable laws of India.

We would like to emphasize that certain terms of the Proposed Transaction are stated in our Report,
however, the detailed terms of the Proposed Transaction would be more fully described and
explained in the Scheme document to be submitted with the relevant authorities in relation to the
Proposed Transaction. Accordingly, the description of the terms and certain other information
contained herein is qualified in its entirety by reference to the underlying Scheme document.

1.3. Scope of work

The scope of our services is to recommend a Fair Share Entitlement Ratio for the Proposed
Transaction and conduct a fair valuation of the Telecom Business Undertaking, using internationally
accepted valuation methodologies as per International Valuation Standards issued by the
International Valuation Standards Council (“IVSC”).

The valuation of Telecom Business Undertaking has been carried out as on 31 March 2021
(“Valuation Date”).

Management has confirmed that the most recent carved financials available as on the Valuation Date
is 31 December 2020. Additionally, Management has confirmed that there has been no material
change in Telecom Business Undertaking between 31 December 2020 and Valuation Date.
Accordingly, we have considered the same to be representative of the balance as on the Valuation
Date.

This Report is our deliverable in respect of fair valuation of Telecom Business Undertaking and
recommendation of the Fair Share Entitlement Ratio for the Proposed Transaction.

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.

2, SOURCES OF INFORMATION

In connection with this exercise, we have used the following information received from the
Management and/or gathered from public domain:
i. Provisional carved out income statement of the Telecom Business Undertaking of BAL for

FY19, FY20 and nine months ending 31 December 2020;

ii. Unaudited provisional carved out statement of assets and liabilities of the Telecom Business
Undertaking as on 31 December 2020;

iii. Audited results of BAL for FY 19, FY 20 and for the nine months ended 31 December 2020;

iv. Management certified projected financial statements for Telecom Business Undertaking for
the period FY 21 to FY 24;
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V. Draft Composite Scheme of Arrangement between BAL, Airtel Digital Limited, Airtel Limited,
Telesonic Networks Limited and NIIL;

Vi. Terms of the proposed issue/ offer of CCPS including the nature of the instrument, dividend
rate, tenure, conversion terms etc. to be issued by Airtel Limited as consideration.

Vii. International Databases such as Capital IQ, Thomson Reuters; World Wide Web;
viii. Correspondence with the Management including Management Representation Letter;
iX. Other relevant information 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 Management. BAL has been provided
with the opportunity to review the draft Report (excluding the recommended Fair Share Entitlement
Ratio and the fair valuation of the Telecom Business Undertaking) as part of our standard practice
to make sure that factual inaccuracies / omissions are avoided in our final Report.

The management of BAL (“Management”) has informed us that:

(a) There would not be any capital variation in BAL and Airtel Limited (the “Transacting
Companies”) in the Proposed Transaction till the proposed demerger becomes effective
without the approval of the shareholders and other relevant authorities.

(b) Till the proposed demerger becomes effective, neither of the Transacting Companies would
declare any dividend which are materially different than those declared in the past few years.

(c) There are no unusual / abnormal events in the Transacting Companies other than those
represented to us by the Management till the Report Date materially impacting their operating
/ financial performance. Further, the Management has informed us that all material
information impacting the Transacting Companies has been disclosed to us.

(d) There would be no significant variation between the draft Scheme of Arrangement and the
final scheme approved and submitted with the relevant authorities.

We have considered financial information as provided to us by the Management. We have taken into
consideration market parameters preceding the date of this Report, in our analysis and made
adjustments for information made known to us by the Management till the date of this Report which
will have a bearing on the valuation analysis.

We have relied on the above while arriving at the fair value of Telecom Business Undertaking and
recommending the Fair Share Entitlement Ratio for the Proposed Transaction.

Management has informed us that Ernst & Young Merchant Banking Services LLP has been
appointed to provide fairness opinion on the recommended Fair Share Entitlement Ratio for the
purpose of aforementioned Proposed Transaction. Further at the request of the Management, we
have had discussions with the Fairness Opinion provider mentioned above on the valuation approach
adopted and assumptions made by us.

3. PROCEDURES ADOPTED

Procedures used in our analysis included such substantive steps as we considered necessary under
the circumstances, including, but not limited to the following:
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e Discussion with the Management to:
o Understand the business and fundamental factors that affect the business of the Telecom
Business Undertaking including their earning generation capability
o Enquire about the historical financial performance, current state of affairs and future financial
estimates

e Analysis of information shared by the Management including the following:

o Unaudited provisional carved out historical income statement and statement of assets and
liabilities of the Telecom Business Undertaking of BAL;

o Management certified projected financial statements for Telecom Business Undertaking for
the period FY 21 to FY 24

o Draft Composite Scheme of Arrangement between BAL, Airtel Digital Limited, Airtel Limited,
Telesonic Networks Limited and NIIL.

o The terms of the CCPS including the nature of the instrument, dividend rate, tenure,
conversion terms etc. to be issued by Airtel Limited as consideration

e Selection of appropriate internationally accepted valuation methodology / (ies) after deliberations
and analysis of the business operations of Telecom Business Undertaking.

e Arrived at the valuation of Telecom Business Undertaking using the method/ (s) considered
appropriate; and

e Recommending the Fair Share Entitlement Ratio for the proposed demerger of Telecom
Business Undertaking into Airtel Limited.

4. SHARE HOLDING PATTERN OF COMPANIES

Bharti Airtel Limited

The issued and subscribed equity share capital of Bharti Airtel Limited as on 14 April 2021 was INR

27,460.1 million consisting of 5,492,027,268 equity shares of face value of INR 5 each. The
shareholding pattern was as follows:

Sr. No. = Shareholder Percentage
1. Promoter and Group 55.86%
2. Public shareholders 44.08%
3. Employee Benefit Trust 0.06%

Total 100.00%

We have considered diluted equity share capital as mentioned above for the purpose of our valuation
analysis. We understand that there are Foreign Currency Convertible Bonds (FCCB) issued by BAL
which are convertible into equity shares at the option of the FCCB holders. In case FCCB holders
exercise their right to convert, then BAL’s fully paid up equity share capital will increase to
5,626,907,968 equity shares.
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Airtel Limited

The issued and subscribed equity share capital of Airtel Limited as on 14 April 2021 was INR 0.1
million consisting of 10,000 equity shares of face value of INR 10 each. The shareholding pattern
was as follows:

Sr. No. = Shareholder Percentage
1. Airtel Digital Limited 100.00%
Total 100.00%

As per the Scheme and as confirmed by the Management, Airtel Limited proposes to issue and allot
additional 498,740,000 equity shares of face value of INR 10 each fully paid up at face value to BAL
and/or its (direct or indirect) wholly owned subsidiaries at any time on or prior to the Effective Date.

5. VALUATION APPROACH & METHODOLOGY

Valuation Base: Valuation base means the indication of the type of value being used in an
engagement. Different Valuation bases may lead to different conclusions of value.

Considering the nature of this exercise, we have considered Fair Value as the Valuation base.

Premise of Value: Premise of Value refers to the conditions and circumstances how an asset is
deployed. We have considered Going Concern Value and “As-is-where-is” Value as applicable to the
companies being valued, as the Premise of Value.

Intended Users: This report is intended for consumption of the Board of Directors of BAL and Airtel
Limited for the purpose of submission to the relevant regulatory authorities.

5.1. Valuation Approach

The three main valuation approaches are the market approach, income approach and asset
approach. As discussed below, there are several commonly used and accepted methods for carrying
out the valuation, which have been considered in the present case, to the extent relevant and
applicable, including:

1. Market Approach:

a. Market Price method

b. Comparable Companies Multiples
2. Income Approach: Discounted Cash Flows Method
3. Cost Approach: Net Asset Value Method

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 only arrive at one value for one purpose. Our choice of methodology
of valuation has been arrived at using usual and conventional methodologies adopted for
transactions of a similar nature, regulatory guideline and our reasonable judgment, in an independent
and bona fide manner based on our previous experience of assignments of a similar nature.
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The generally accepted valuation methodologies, as may be applicable, which have been used to
arrive at the value of the companies are discussed hereunder:

5.2. Market Approach — Market Price (MP) Method

The market price of an equity share as quoted on a Stock Exchanges is normally considered as the
value of the equity shares of that company where such quotations are arising from the shares being
regularly and freely traded in, subject to the element of speculative support that may be inbuilt in the
value of the shares.

In the present case, the Telecom Business Undertaking is not listed on any stock exchange. Hence,
we have not used this method for valuation of Telecom Business Undertaking.

5.3. Market Approach - Comparable Companies Multiple (“CCM”) Method

Under this method, value of the equity shares of a company/ business undertaking is arrived at by
using multiples derived from valuations of comparable companies/ transactions traded on active
market. This valuation is based on the principle that market valuations, taking place between
informed buyers and informed sellers, incorporate all factors relevant to valuation. Relevant multiples
need to be chosen carefully and adjusted for differences between the circumstances.

In the present valuation analysis, besides Bharti Airtel Limited, Vodafone Idea Limited (“VIL") is the
only other listed entity in the Indian telecommunication industry. We understand that due to certain
aspects which are specific to VIL and businesses other than telecom in the consolidated operations,
it may not be appropriate to use its multiples for valuing the Telecom Business Undertaking. Hence,
in the absence of listed entities closely comparable to the business of the Telecom Business
Undertaking, we have not used this method for valuation.

5.4. Income Approach - Discounted Cash Flows (DCF) Method

The DCF method values the asset by discounting the cash flows expected to be generated by the
asset for the explicit forecast period and also the perpetuity value (or terminal value) in case of assets
with indefinite life.

Using the DCF analysis involves determining the following:

e Estimating future free cash flows:
Free cash flows are the cash flows expected to be generated by the company that are available
to all providers of the company’s capital — both debt and equity.

e 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 opportunity cost to the capital provider
equals the rate of return the capital provider expects to earn on other investments of equivalent
risk.

Considering that DCF method is based on future potential of the business & is widely accepted, we
have used DCF for the valuation of the Telecom Business Undertaking.

GT Valuation Advisors LLP is registered with limited liability with identity number AAO-2250 and its registered office at L-41,
Connaught Circus, New Delhi, 110001



5.5. Cost Approach - Net Asset Value (NAV) Method

The asset-based valuation technique is based on the value of the underlying net assets of the
business, either on a book value basis or realizable value basis or replacement cost basis. This
valuation approach is mainly used in case where the firm is to be liquidated i.e. it does not meet the
“going concern” criteria or in case where the assets base dominates earnings capability.

Since the Telecom Business Undertaking is getting demerged into Airtel Limited on a going concern
basis, and considering the nature of the business, the NAV approach will not capture the future
earning capacity, we have not considered the NAV method of valuation.

Accordingly, we have used DCF method for valuation of the Telecom Business Undertaking.

5.6. Valuation Summary

Based on the methodology as explained above and the information available, we have arrived at the
fair value of Telecom Business Undertaking as INR 1,796.7 Billion. (Refer Annexure 2)

The price per CCPS has been determined to be INR 36,034.4 per share based on the
aforementioned valuation of Telecom Business Undertaking and the shareholding structure of Airtel
Limited on a fully diluted basis after considering issuance of additional shares.

Please note that while the valuation of the Telecom Business undertaking has been presented as
required for the purpose of compliance with Companies Act and SEBI Guidelines, it has no bearing
on the recommended Fair Share Entitlement Ratio which has been derived based on the explanation
provided below.

6. BASIS OF FAIR SHARE ENTITLEMENT RATIO

As per the proposed Composite Scheme of Arrangement, in consideration for the transfer and vesting
of Telecom Business Undertaking of BAL into Airtel Limited, Airtel Limited proposes to issue and
allot 1,25,000 CCPS of face value INR 100/- each (representing 0.25% of the total shareholding of
Airtel Limited on a fully diluted basis) to the equity shareholders of BAL.

Based on the Scheme and discussion with the Management, we note the following:

a) CCPS proposed to be issued represents 0.25% of the total shareholding (including
additional 498,740,000 equity shares of face value of INR 10 each to be issued before the
record date) of Airtel Limited on a fully diluted basis.

b) The key terms of the CCPS are as below:

e CCPS holders would be entitled to a fixed dividend at the rate of 0.01%
denominated in INR

e Each CCPS would be convertible into 10 (ten) fully paid up equity share of Airtel
Limited of face value of INR 10 each

e Each of the outstanding CCPS shall automatically and mandatorily be converted
into equity shares of Airtel Limited on the earlier of (i) the date falling on the 10th
anniversary of the issuance of CCPS; or (ii) the date on which the CCPS are
required by Applicable Law to be mandatorily converted into equity shares;

c) The scheme includes an exit mechanism whereby
- CCPS holder would be entitled to the right to tender the CCPS to BAL and/or its (direct

or indirect) wholly owned subsidiaries at any time on or prior to 3 years from the Effective
Date at the then Prevailing Fair Market Value (“FMV”).
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- The Prevailing Fair Market Value shall be determined by a registered valuer and shall
be valid for a period of 6 (six) months from such determination.

- The process for determination of the Prevailing Fair Market Value shall be repeated at
expiry of each period of 6 (six) months till the expiry of 3 years from the Effective Date.

- Theinitial Prevailing Fair Market Value as on the Effective Date shall be notified by BAL
and/or its (direct or indirect) wholly owned subsidiaries on or prior to the Record Date
and shall be valid for a period of 6 (six) months from the Effective Date (“Effective Date
FMV”).

We understand from the Management that the Telecom Business Undertaking is being demerged
from BAL to Airtel Limited which is currently its wholly owned subsidiary. Further, the CCPS
(representing 0.25% stake in Airtel Limited) is proposed to be issued as consideration to
shareholders of BAL in the same proportion as their shareholding in BAL. Hence post the demerger,
the shareholders of BAL would directly hold/realize 0.25% stake and indirectly hold 99.75% stake in
Airtel Limited. Additionally, we understand that the shareholders would be provided liquidity
mechanism for CCPS at fair value as discussed earlier.

Therefore, considering these aspects, the Fair Share Entitlement ratio for the Proposed Transaction
proposed by the Management will be value neutral from the perspective of the shareholders of BAL
as their ultimate beneficial ownership in the Telecom Business Undertaking remains the same.

On the basis of the foregoing and on consideration of all the relevant factors and circumstances as
discussed and outlined herein above, we recommend the Fair Share Entitlement Ratio based on the
current capital structure as below

1 (One) fully paid up CCPS of Face Value of INR 100 each of Airtel Limited for every 43,936 (Forty-
Three Thousand Nine Hundred and Thirty-Six) fully paid up Equity Shares of Face Value INR 5 each
held in BAL.

The Fair Share Entitlement Ratio has been determined based on the capital structure of BAL as on
the Report Date and proposed CCPS issuance of 1,25,000 by Airtel Limited. Management has
confirmed that in case of change of shareholding in BAL, on account of any factors including
conversion of FCCB into equity shares of BAL, prior to the Record Date, the current Fair Share
Entitlement Ratio would be appropriately adjusted such that the proposed number of CCPS to be
issued remains 1,25,000.

We understand that the Management may not issue CCPS to shareholders where the entitlement is
fractional or lower than a certain threshold as per the Scheme, and instead pay cash to such equity
shareholder equivalent to the Effective Date FMV of the CCPS in proportion to their entitlement.

While we have provided our recommendation of the Fair Share Entitlement ratio based on the
information available to us and within the scope and constraints of our engagement, others may have
a different opinion as to the Fair Share Entitlement Ratio of the equity shares of the Companies. The
final responsibility for the determination of the Fair Share Entitlement Ratio at which the proposed
demerger shall take place will be with the Board of Directors of BAL and Airtel Limited who should
take into account other factors such as their own assessment of the Proposed Transaction.

7. SCOPE LIMITATIONS, ASSUMPTIONS, QUALIFICATIONS, EXCLUSIONS AND
DISCLAIMERS

Provision of valuation opinions and consideration of the issues described herein are areas of our
regular practice. These services do not represent accounting, assurance, accounting / tax due
diligence, consulting or tax related services that may otherwise be provided by us or our affiliates.
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The recommendation contained herein is not intended to represent value at any time other than the
date of the Report.

This Report, its contents and the results herein are (i) specific to the purpose of valuation agreed as
per the terms of our engagement; (ii) the Valuation Date and (iii) are based on the data detailed in
the section — Sources of Information. An analysis of this nature is necessarily based on the
information made available to us, the prevailing stock market, financial, economic and other
conditions in general and industry trends in particular, as of the Valuation Date. Events occurring
after the date here of 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.

The recommendation rendered in this Report only represents our recommendation based upon
information till date, furnished by the Management (or its representatives) and other sources and the
said recommendation shall be considered 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, for which
specific opinion needs to be taken from expert advisors).

The outbreak of the Novel Coronavirus (COVID-19), declared by the World Health Organisation as
a “Global Pandemic” on 11 March 2020, has impacted global financial markets and is still ongoing
as on the Report Date. Market activity is being impacted in many sectors. Indeed, the current
response to COVID-19 means that we are faced with an unprecedented set of circumstances on
which to base a judgement. Our analysis as presented above is therefore reported on the basis of
‘material valuation uncertainty’.

It should be understood that the valuation of any entity or its assets is inherently subjective and is
subject to uncertainties and contingencies, all of which are difficult to predict and are beyond our
control. In performing our analysis, we have relied on explanations provided by the Management and
have made assumptions with respect to industry performance and general business and economic
conditions, many of which are beyond the control of the Transacting Companies. This valuation could
fluctuate with lapse of time, changes in prevailing market conditions and prospects, industry
performance and general business and economic conditions financial and otherwise, of the
companies, and other factors which generally influence the valuation of companies and their assets.

Valuation of a business or an entity is not a precise science and the conclusions arrived at in many
cases will, of necessity, be subjective and dependent on the exercise of individual judgement. There
is, therefore, no single undisputed Fair Value or Fair Share Entittement Ratio. While we have
provided our recommendation of the Fair Share Entitlement Ratio based on the information available
to us and within the scope of our engagement, others may have a different opinion. The final
responsibility for the determination of the Fair Share Entitlement Ratio at which the Proposed
Transaction shall take place will be with the Board of Directors of BAL and Airtel Limited who should
take into account other factors such as their own assessment of the Proposed Transaction.

In the course of the valuation, we were provided with both written and verbal information, including
information as detailed in the section - Sources of Information. In accordance with the terms of our
engagement, we have assumed and relied upon, (i) the accuracy of the information that was publicly
available and formed a basis for this Report and (ii) the accuracy of information made available to us
by BAL. As per our Engagement Letter and in accordance with the customary approach adopted in
valuation exercises, we have not audited or otherwise investigated the historical and projected
financial information provided to us. We have not independently investigated the data provided by
the BAL. 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 the financial statements. Also, with respect
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to explanations and information sought from the BAL, we have been given to understand by BAL that
they have not omitted any relevant and material factors. Our conclusions are based on the
assumptions and information given by/on behalf of the Transacting Companies. The Management
has indicated to us that they have understood that any omissions, inaccuracies or misstatements
may materially affect our valuation analysis/results. Also, we assume no responsibility for
financial/technical information furnished by BAL.

Accordingly, we assume no responsibility for any errors in the information furnished by the
Management or obtained from public domain and their impact on the Report.

We understand that all the assets and liabilities forming part of the Telcom Business Undertaking
have been considered in the business plan shared with us and forms part of the provisional carved
out financials provided to us. We have not independently verified the same.

Realization of forecasted free cash flow forecast or the realizability of the assets at the values
considered in our analysis will be dependent on the continuing validity of assumptions on which they
are based. Our analysis, therefore, will not, and cannot be directed to provide any assurance about
the achievability of the final projections or the realisation of assets at the values considered. Since
the financial forecasts relate to the future, actual results are likely to be different from the projected
results because events and circumstances do not occur as expected, and the differences could be
material. Although we have reviewed such data for consistency and reasonableness, we have not
independently investigated or otherwise verified the data provided and express no opinion on the
achievability of those forecasts. The fact that we have considered the projections in this valuation
exercise should not be construed or taken as our being associated with or a party to such projections.
We have relied on the judgment of the Management as regards to contingent and other liabilities.

The Report assumes that the Transacting Companies, their subsidiaries, associates and JVs comply
fully with relevant laws and regulations applicable in all their areas of operations unless otherwise
stated, and that all the companies will be managed in a competent and responsible manner. Further,
except as specifically stated to the contrary, this Report has given no consideration to matters of
regulatory nature ( including DOT guidelines etc), tax nature (including domestic and international
tax etc) and legal nature, including issues of legal title and compliance with local laws, and litigation
and other contingent liabilities that are not recorded in the audited/unaudited balance sheet of the
Transacting Companies, their subsidiaries and JVs. Our conclusion of value assumes that the assets
and liabilities of the Transacting Companies, their subsidiaries, associates and JVs, reflected in their
respective latest balance sheets remain intact as of the Report Date.

This Report does not look into the business/ commercial reasons behind the Proposed Transaction
nor the likely benefits arising out of the same. Similarly, it does not address the relative merits of the
Proposed Transaction as compared with any other alterative business transaction or other
alternatives or whether such alternatives could be achieved or are available.

No investigation / inspection of the companies' claim to title of assets has been made for the purpose
of this Report and the companies' claim to such rights has been assumed to be valid. No
consideration has been given to liens or encumbrances against the assets, beyond the loans
disclosed in the accounts. Therefore, no responsibility is assumed for matters of a legal nature.

The fee for the engagement is not contingent upon the results reported.
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We owe responsibility to only the Boards of Directors of BAL and Airtel Limited that has appointed
us under the terms of our engagement letter and nobody else. We will not be liable for any losses,
claims, damages or liabilities arising out of the actions taken, omissions of or advice given by any
other advisor to the Transacting Companies. In no event shall we be liable for any loss, damages,
cost or expenses arising in any way from fraudulent acts, misrepresentations or wilful default on part
of the Transacting Companies, their directors, employees or agents.

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 on the Fair Share Entitlement Ratio. 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.

The Report should be used in connection with the Scheme.

Our appointment was formalized via engagement letter dated 5 March 2021, however, the work had
started earlier based on verbal confirmation.

Neither this Report nor its contents may be referred to or quoted in any registration statement,
prospectus, offering memorandum, annual report, loan agreement or other agreement or document
given to third parties other than in connection with the Proposed Scheme of Arrangement, without
our prior written consent.

This Report does not in any manner address the prices at which equity shares of BAL will trade
following announcement of the Proposed Transaction and we express no opinion or recommendation
as to how the shareholders of BAL should vote at the shareholders' meeting(s) to be held in
connection with the Proposed Transaction.

This Report and the information contained in it is absolutely confidential and intended only for the
sole use and information of the Board of the BAL and Airtel Limited and only in connection with the
Proposed Transaction including for the purpose of obtaining regulatory approvals, as required under
applicable laws of India, for the proposed demerger. Without limiting the foregoing, we understand
that BAL may be required to share this Report with regulatory or judicial authorities, their professional
advisors including merchant bankers providing fairness opinion on the Fair Share Entitlement Ratio,
in connection with the Proposed Transaction (together, “Permitted Recipients”). We hereby give
consent to such disclosure of this Report, on the basis that the Valuer owes responsibility only to
Bharti Airtel Limited that has engaged us, under the terms of the engagement, and no other person;
and that, to the fullest extent permitted by law, the Valuer accepts no responsibility or liability to any
other party, in connection with this Report. It is clarified that reference to this Report in any document
and / or filing with Permitted Recipients, in connection with the Proposed Transaction, shall not be
deemed to be an acceptance by the Valuer of any responsibility or liability to any person / party other
than BAL.

Our report can be used by BAL 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 BAL
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 Transacting Companies /
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

GT Valuation Advisors LLP is registered with limited liability with identity number AAO-2250 and its registered office at L-41,
Connaught Circus, New Delhi, 110001



than BAL) chooses to place reliance upon any matters included in the report, they shall do so at their
own risk and without recourse to the Valuer. It is hereby notified that usage, reproduction, distribution,
circulation, copying or otherwise 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 regulatory requirement to do so.

Any discrepancies in any table / annexure between the total and the sums of the amounts listed are
due to rounding-off.

8. CONCLUSION

Based on the forgoing, and on a consideration of all the relevant factors and circumstances as
discussed and outlined hereinabove:

Pursuant to the demerger of Telecom Business Undertaking into Airtel Limited, we recommend the
Fair Share Entitlement Ratio to be 1 (One) fully paid up CCPS of Face Value of INR 100 each of
Airtel Limited for every 43,936 (Forty Three Thousand Nine Hundred and Thirty Six) fully paid up
Equity Shares of Face Value INR 5 each held in BAL.

The Fair Share Entitlement Ratio has been determined based on the capital structure of BAL as on
the Report Date and proposed CCPS issuance of 1,25,000 by Airtel Limited. Management has
confirmed that in case of change of shareholding in BAL, on account of any factors including
conversion of FCCB into equity shares of BAL, prior to the Record Date, the current Fair Share
Entitlement Ratio would be appropriately adjusted such that the proposed number of CCPS to be
issued remains 1,25,000.

Respectfully submitted,

For GT Valuation Advisors LLP

Registered Valuer Entity — Securities and Financial Assets
IBBI Registration Number: IBBI/RV-E/05/2020/134

e

Partner

Manish Saxena

Register Valuer — Securities and Financial Assets
IBBI Registration Number: IBBI/RV/05/2018/10428

Date: 14 April 2021
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Annexure 1

The Computation of Fair Share Entitlement Ratio as derived by us, is given below:

Particulars

(A) Total Number of CCPS proposed to be issued by Airtel Limited 1,25,000

(B)Total Number of Shares o/s of BAL 5,49,20,27,268
(B/A) Fair Share Entitlement Ratio: 43.936
Number of equity shares of BAL against which 1 CCPS to be issued ’
(rounded)

Fair Share Entitlement Ratio

1 (One) CCPS of Airtel Limited (Face Value of INR 100/- each fully paid up) for every 43,936 (Forty-
Three Thousand Nine Hundred and Thirty Six) equity shares held in BAL (Face Value of INR 5/-
each fully paid up)

Annexure 2

Fair Valuation of Telecom Business Undertaking using DCF method

Telecom Business
Undertaking

Valuation A h
aluation Approac Value (INR

Billion) Weight (%)
Market Approach
Market Price Method NA NA
Comparable Companies Method NA NA
Income Approach 1,796.7 100%
Cost Approach NA NA
Value 1,796.7 100%

NA= Not Applicable/Adopted

Particulars INR Billion
Net 'Pll'esen't value of cash flows for 255 2
explicit period

Net Present value of Terminal

Value 2,535.1
Less — Other Adjustments 993.6
Fair Value 1,796.7

Key Assumptions

Particulars

Discount Rate 9.8%
Terminal Growth Rate 5.0%
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