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RAGHURAMAN KRISHNA IYER 
14, Ground Floor, Tardeo Airconditioned Market, Tardeo, Mumbai 400 034 

Phones : 022-2253-0777/78. Email : raghuiyer@riassociates.co.in 

 

 

21 March 2022 

 

The Board of Directors 

Equitas Holdings Ltd 

410A, 4th Floor, Spencer Plaza 

Anna Salai, Chennai 600 002 

 

 

SWAP RATIO FOR MERGER 

 

Dear Sirs 

 

We refer to the engagement letter wherein Equitas Holding Limited has 

appointed Raghuraman Krishna Iyer (hereinafter referred to as 'RI' or the valuer 

'or 'we' or 'us') to recommend the fair swap ratio for the proposed 

amalgamation of Equitas Holding Limited and Equitas Small Finance Bank 

Limited and issue a Share Exchange Ratio Report (hereinafter referred to as 'the 

Report ").  

 

RI is a Chartered Accountant in practice and a Registered Valuer registered with 

Insolvency and Bankruptcy Board of India for Securities or Financial Assets 

having registration number IBBI/RV/06/2018/10384.  
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Scope and purpose of this report  

 

Equitas Holdings Limited (EHL/ the Company) is a non-deposit taking, 

systemically important core investment company (CIC-ND-SI) registered with 

the Reserve Bank of India (RBI). EHL is a listed company traded both in National 

Stock Exchange (NSE) and Bombay Stock Exchange (BSE) 

 

Equitas Small Finance Bank Limited (herein after referred to as the Equitas 

Bank) is a small finance bank founded in 2016 as a microfinance lender. The 

bank has its headquarters in Chennai, and is a subsidiary of holding company 

Equitas Holdings Ltd. Equitas Bank is licensed to carry on the business of small 

finance bank under section 22 of the Banking Regulations Act, 1949. 

Equitas Bank initiated steps to complete the IPO and got listed on the NSE and 

the BSE on November 2, 2020.  

We are given to understand that through a Scheme of Amalgamation under the 

provisions of Section 230-232 of the Companies Act, 2013 ('Scheme') it has been 

proposed to merger EHL (also referred as Target Company) into Equitas Bank 

(also referred as Resulting Company). EHL and Equitas Bank are together 

referred to as companies herein after. 

 

Under the Proposed Amalgamation, shareholders of EHL shall be issued equity 

shares of Equitas Bank as per Share Exchange Ratio to be approved by the 

boards of directors of the two companies. 

For the aforesaid purpose, EHL has requested RI to submit an independent 

report recommending the Share Exchange Ratio for the proposed 

amalgamation of EHL into Equitas Bank for the consideration of the Audit 

Committee / Committee of Independent Directors / Board of Directors of EHL.  

This report will be placed before the Audit Committee, Committee of 

Independent Directors and the Board of EHL, the Board of the Subsidiaries and 

to the extent mandatorily required under applicable laws of India, maybe 

produced before judicial regulatory or government authorities, in connection 

with the Proposed Amalgamation 
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We understand that Equitas Bank has appointed BDO Valuation Advisory LLP 

(hereinafter referred to as "BDO" or "other Valuer") for determining the Share 

Exchange Ratio.  RI and BDO hereinafter jointly referred as the 'Valuers'.  The 

scope of our services is to conduct a relative (and not absolute) valuation of the 

equity shares of the Companies and report on the Share Exchange Ratio for the 

proposed amalgamation in accordance with generally accepted professional 

standards.  We have also been instructed by EHL to discuss the valuation 

approach with the other Valuer and arrive consensus on the Share Exchange 

Ratio 

 

While we have independently carried out the valuation of Companies for 

recommending the Share Exchange Ratio, appropriate averaging and rounding 

off in values have been carried, to arrive at the consensus on the Share 

Exchange Ratio by the Valuers.  As a consideration for the amalgamation, 

equity shareholders of EHL would be issued equity shares of Equitas Bank.  

Share Exchange Ratio for this Report refers to the number of equity shares of 

face value of INR 10 / - each of Equitas Bank, which would be issued to the 

shareholders of EHL.   

 

We have considered facts made known (past or future) to us till the date of our 

Report.  The Management has informed us that there has not been any material 

change in the equity share capital of Equitas Bank and EHL from 28 February 

2022 till the date of this valuation report which has been considered for the 

valuation. Issue of shares pursuant to the Employee Stock Options (ESOPs) 

Schemes of the Companies, including grants which have already been 

approved by the boards of the Companies and are subject to the receipt of 

shareholders' approval, have been considered upto the date of the valuation 

report. 

We are independent of the client/companies and have no current or expected 

interest in both companies’ shares or deposits or its assets. The fee paid for our 

services in no way influenced the results of our analysis 

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. 
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Sources of Information  

 

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

received from the Management and their representatives and / or gathered 

from public domain:  

 

With respect to both companies:  

• Annual reports for the year ended 31 March 2021 

• Details pertaining to outstanding ESOPS and their strike price 

• Quoted share prices and the traded volumes at NSE/ BSE 

• Management estimates of settlement values for contingent liabilities 

• Shareholding pattern as at 28 February 2022 

 

Discussions with the companies to:  

• Understand the business and fundamental factors that affect its earning-

generating capability including strengths, weaknesses, opportunity and 

threats analysis and historical financial performance 

• Inquire about business plans and future performance estimates 

 

Industry analysis on: 

• Research publicly available market data including economic factors and 

industry trends that may impact the valuation  

• Analysis of key trends and valuation multiples of comparable companies 

using: Valuers' internal transactions database  

• Other publicly available information 

Equitas Bank during February 2022 has issued 10,26,31,087 equity shares 

through Qualified Institution Placement (QIP) at an issue price of Rs.53.59 per 

share. This has been appropriately considered for the purpose of valuation.  
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Further, at the request of the Management, we have had discussions with 

fairness opinion providers appointed by EHL on the valuation approach 

adopted and assumptions made and as well as discussions with BDO from time 

to time during the course of the assignment 

 

Scope Limitations, Assumptions, Qualifications, Exclusions and Disclaimers 

Provision of valuation opinions and consideration of the issues described herein 

are areas of our regular practice.  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 affiliates.   

The recommendation contained herein is not intended to represent value at 

any time other than valuation date of 21 March 2022 ("Valuation Date '). 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 prevailing stock market, 

financial, economic and other conditions in general and industry trends in 

particular as in effect on, and the information made available to us as of, the 

Valuation Date 

 

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 

 

The recommendation rendered in this Report only represent 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) 
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The determination of a Share Exchange Ratio 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 judgment.  There is, therefore, no single 

undisputed Share Exchange Ratio.  While we have provided our 

recommendation of the Share Exchange 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 Share Exchange Ratio at 

which the Proposed Amalgamation shall take place will be with the Board of 

Directors of the Companies who should take into account other factors such as 

their own assessment of the Proposed Amalgamation and input of other 

advisors 

 

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.  We have not audited, reviewed or otherwise investigated the 

financial information provided to us.  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 to 

explanations and information sought from the Company, we have been given 

to understand by the Company that they 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 conclusions are based on the assumptions and information given by / on 

behalf of the 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 

technical information furnished by the Company.  However nothing has come 

to our attention to indicate that the information provided was materially mis-

stated / incorrect or would affect reasonable grounds upon which to base the 

Report.  We do not imply and it should not be construed that we have verified 

any of the information provided to us, or that our inquiries could have verified 

any matter, which a more extensive examination might disclose. 
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The Management has represented that the business activities have been 

carried out in the normal and ordinary course between 31 December 2021 and 

the report date for Equitas Bank and EHL and that no other material adverse 

change has occurred in their respective operations and financial position 

between the respective aforementioned dates and the Report date except for 

the QIP of equity shares by Equitas Bank in February 2022.  

 

The Report assumes that the Companies comply fully with relevant laws and 

regulations applicable in all its areas of operations unless otherwise stated, and 

that the Companies will be managed in a competent and responsible manner.  

Further, except as specifically stated to the contrary, this valuation Report has 

given no consideration to matters of a legal nature, including issues of legal title 

and compliance with local laws, and litigation and other contingent liabilities 

that are not recorded in the financial statements of the Companies.   

 

This Report does not look into the business / commercial reasons behind the 

Proposed Amalgamation nor the likely benefits arising out of the same.  

Similarly, it does not address the relative merits of the Proposed Amalgamation 

as compared with any other alternative business transaction, or other 

alternatives, or whether or not such alternatives could be achieved or are 

available 

 

In addition, this Report does not in any manner address the prices at which 

equity shares of Equitas Bank and EHL will trade following announcement of 

the Proposed Amalgamation and we express no opinion or recommendation as 

to how the shareholders of the Companies should vote at any shareholders' 

meeting(s) to be held in connection with the Proposed Amalgamation 

 

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 
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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 third party to the 

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 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 Share Exchange Ratio.  This Report is not a substitute for the third party's 

own due diligence / appraisal inquiries / independent advice that the third party 

should undertake for his purpose This valuation Report is subject to the laws of 

India.  The Report should be used in connection with the Scheme 

 

Equity Capital Structure  

The capital structure of EHL is provided in Appendix One to this Report 

The capital structure of Equitas Bank is provided in Appendix Two to this Report 

Valuation Standards  

Our valuation exercise complies with the guidance provided in International 

Valuation Standards and those provided by the Institute of Chartered 

Accountants of India 

Approach – Basis of Proposed Amalgamation  

We understand from the Management that the proposed Scheme of 

Arrangement contemplates the merger of the EHL and the Subsidiaries into 

Equitas Bank pursuant to sections 230 to 232 of the Companies Act, 2013. 

Arriving at the Share Exchange Ratio for the Proposed Amalgamation of EHL 

and its Subsidiaries into Equitas Bank would require determining the value of 

EHL relative to value of equity shares of Equitas Bank.  These values are to be 

determined independently without considering the current Proposed 

Amalgamation. 
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There are several commonly used and accepted methods for determining the 

value of EHL and Equitas Bank, which have been considered in the present case, 

to the extent relevant and applicable, including: 1. Market Price method 2. 

Comparable Companies Multiples method 3. Discounted Cash Flows method 4. 

Intrinsic Value method  

 

It should be understood that the valuation of any business / company or its 

assets is inherently subjective and is subject to certain uncertainties and 

contingencies, all of which are difficult to predict and are beyond our control.  

In addition, this valuation will fluctuate with changes in prevailing market 

conditions, the conditions and prospects, financial and otherwise, of the 

companies, and other factors which generally influence the valuation of 

business / companies 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 value can only arrive at one value for one purpose.  Our 

choice of methodology of valuation has good arrived at using usual and 

conventional methodologies adopted for actions of a similar nature and our 

reasonable judgment, in an independent and bona fide manner, based on our 

previous experience of assignments of a similar nature. 

 

Market Price (MP) Method  

 

The market price of an equity share as quoted on a stock exchange 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.  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 value 

of the share especially where the market values are fluctuating in a volatile 

capital market or when market prices do not seem to be reflective of financial 

performance.   
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Further, in the case of a merger / amalgamation, where there is a question of 

evaluating the shares of one company against those of another, the volume of 

transactions and the number of shares available for trading on the stock 

exchange over a reasonable period would have to be of a comparable standard.   

 

In the present case, the shares of both EHL and Equitas Bank are listed on BSE 

and NSE and there are regular transactions in their equity shares with 

reasonable volumes.  In these circumstances, the weighted average traded 

share price observed on NSE for EHL and Equitas Bank over a reasonable period 

has been considered for determining their respective values under the market 

price methodology 

 

Comparable Companies' Market / Transaction Multiple (CCM) method 

Under this method, value of the company is arrived at by using multiples 

derived from valuations of comparable companies, as manifest through stock 

market valuations of listed companies and transaction valuations of listed or 

unlisted comparable companies.  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.   

 

We identified listed comparable companies, based on business of Equitas Bank 

and thereafter screened the selected multiples based on loan book size, growth 

and profitability in comparison with Equitas Bank.  We have applied the 

appropriate multiples for Equitas Bank under the Comparable Companies' 

Market Multiple method 
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Discounted Cash Flows (DCF) 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.  

 

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. 

 

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. 

 

We have not been provided with mid-term / long term forecasts by the 

Company.  Hence, we have not considered DCF method of valuation.  

 

Intrinsic Value Methodology  

 

This 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 assets base dominate earnings capability. EHL does not operate its own 

business and is a pure holding company. EHL has no operating revenues other 

than dividends that it receives from Equitas Bank.  

 

Given the business model of EHL, the intrinsic value method is appropriate. The 

intrinsic value method seeks to fair value EHL by considering the market value 

of its holding in Equitas Bank after applying an appropriate discount for such 

shares being held through a holding company 
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Basis of proposed amalgamation  

 

The basis of valuation would have to be determined after taking into 

consideration all the factors and methodologies mentioned hereinabove.  

Though different values have been arrived at under each of the above 

methodologies, for the purposes of recommending a fair exchange ratio of 

equity shares it is necessary to arrive at a single vale for cache of the business 

subject companies' shares.  It is however important to note that in doing so, we 

are not attempting to arrive at the absolute equity values of the Companies but 

at their relative values to facilitate the determination of a fair exchange ratio.  

For this purpose, it is necessary to give appropriate weights to the values arrived 

at under each methodology.   

 

The Share Exchange Ratio has been arrived at on the basis of a relative equity 

valuation of Equitas Bank applying Market Price and CCM methods, while that 

of EHL has been arrived at applying Market Price and Intrinsic Value method.   

The Share Exchange Ratio based on the methodologies explained herein earlier 

and various qualitative factors relevant to each Company and the business 

dynamics and growth potential of the businesses of the Companies, having 

regard to information, key underlying assumptions and limitations.  As 

mentioned earlier in the Report, while the Valuers have independent and 

carried out valuation of the Companies, they have discussed their approaches 

and findings with cache other.  However, to arrive at the consensus on the Share 

Exchange Ratio, suitable averaging and rounding off in the values arrived at by 

the Valuers have been done.   

 

The swap ratio and the related workings are provided in Appendix Three to this 

Report 
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Recommendation of share exchange ratio 

 

In the light of the above and after consideration of all relevant factors and 

circumstances, we recommend that the share exchange ratio be 

 

231 shares of Equitas Bank for 100 shares of EHL to be issued by Equitas Bank 

to the shareholders of EHL (all Rs 10 fully paid up) 

 

Respectfully submitted 

 

 

Raghuraman Krishna Iyer 

RVO Number: IBBI/RV/06/2018/10384 

ICAI Membership Number: 37110 

UDIN : 22037110AFFWDL4904 

21 March 2022 
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Appendix One 

Shareholding structure of EHL 

 

 

Further we have been informed that EHL has 63,002 ESOPs outstanding as at 

valuation date. 

  

EHL - Shareholding Pattern as on 

Valuation Date 

No of fully paid up 

Equity Shares Percentage

Promoter & Promoter Group

Mutual Funds 101,780,904             29.78%

Alternate Investment Funds 4,000,961                  1.17%

Foreign Portfolio Investors 98,776,388                28.90%

Other Institutions 3,843,035                   1.12%

Individuals 88,886,365               26.01%

Other Body Corporates 44,502,462               13.02%

Grand Total 341,790,115           100.00%



15 | P a g e  
 

Appendix Two 

Shareholding structure of Equitas Bank 

 

 

Further we have been informed that Equitas Bank has 3,82,44,735 ESOPs 

outstanding as at valuation date. 

 

 

  

Equitas Bank - Shareholding Pattern 

as on Valuation Date 

No of fully paid up 

Equity Shares Percentage

Promoter & Promoter Group 933,943,363              74.59%

Mutual Funds 184,410,062             14.73%

Alternate Investment Funds 11,976,639                0.96%

Foreign Portfolio Investors 45,129,256               3.60%

Other Institutions 15,708,378                 1.25%

Individuals 57,675,991                4.61%

Other Body Corporates 3,183,966                  0.25%

Grand Total 1,252,027,655        100.00%
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Appendix Three 

Recommendation of share exchange ratio 

 

 

 

Weights Rs per Sh Rs per Sh

Equitas Small Finance Bank Ltd

Market Price 50% 58.05                   29.02             

CCM 50% 57.94                  28.97              

Relative value per share 57.99              

Equitas Holdings Ltd

Market price 50% 115.87                  57.93              

Intrinsic value 50% 152.14                76.07              

Relative value per share 134.00            

CCM : Comparable company multiples

Fair Share Exchange Ratio

231(Two Hundred and Thirty One) shares of Equitas

Bank Ltd (of Rs 10 each fully paid up) for every 100 (One

Hundred) shares of Equitas Holdings Ltd (of Rs 10 each

fully paid up)






