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The CTM Method involves applying derived transaction multiples of comparable
transactions to the maintainable earnings of the subject company/ business. We have
performed a search for suitable comparable transactions for valuing the Business of the
Company under this method. However, in the absence of any comparable transaction in
the recent past in respect of which complete details of the deal structure, etc. are

available in public domain, we were unable to apply the CTM method.

Hence in the present case we have considered it appropriate to value the Business
under the Market Price and DCF methods.

Market Price Method ,

Under this method, the value of shares / business of a company is determined by taking
the average of the market capitalisation of the equity share of such company as quoted
on a recognised stock exchange over appropriate periods 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 market price.

For the reasons stated earlier, we have considered the implied multiples of the
Company, based on the market prices of its equity shares for an appropriate period,
while valuing the Business under this method. For this purpose, we have considered the
operating Enterprise Value (EV) / Earnings before Interest and Tax (EBIT) multiples of

the Company and the future maintainable earnings of the Business.

Discounted Cash Flow Method (DCF Method) ‘

The DCF method is considered the most theoretically sound approach and scientific and
acceptable method for determination of the value of a business. Under this technique the
projected free cash flows from business operations are discounted at the weighted
average cost of capital to the providers of capital to the business, and the sum of the

present discounted value of such free cash flows is the value of the business.

The future free cash flows are derived considering, inter alia, the changes in the working
capital and investments in capital expenditure. They are an aggregation of the free cash
flows during the explicit forecast period - prepared based on the business plan - and
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during the post explicit forecast period, estimated using an appropriate method, and are
available to all providers of the company's capital - both debt and equity.

The discount rate i.e. weighted average cost of capital (WACC), 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 business. Determining the WACC, involves determining the Debt Equity ratio, Cost of
Debt and the Cost of Equity.

To the value of the operating business so arrived, the value of surplus / non-operating
assets, if any, and other assets / liabilities as appropriate have to be adjusted to arrive at

the total value of the business.

In the present case, we have applied the DCF method to the projected working results of
the Business for the period of 9 years and 9 months ending 30" September 2025, as
furnished to us by the management of the Company, considering a WACC of ¢. 11%, to

arrive at the value of the Business under this method.

CONCLUSION
It would be in the light of the aforesaid, and after taking into consideration the principles
of valuation as propounded by various authorities, that one would have to consider the

value of the Business.

The present valuation exercise would have to proceed on a going concern basis and
hence has to lay emphasis on earning capacity i.e. what the Business is capable of
earning in the future with asset value being of relatively limited relevance and being
relegated to the background. In this context the estimated or future maintainable profits /
cash flows would have to be taken into consideration. For the reasons set out earlier in
this report, we have valued the Business using the Market Price method and the DCF
method, giving appropriate weightages to the values arrived at under each method.

In the ultimate analysis, valuation will have to be tempered by the exercise of judicious
discretion and judgment taking into account all the relevant factors. There will always be
several factors, e.g. quality of the management, present and prospective competition,
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yield on comparable securities and market sentiment etc. which are not evident from the
face of the balance sheets but which will strongly influence the worth of a share. This
concept is also recognized in judicial decisions. For example, Viscount Simon said in
Gold Coast Selection Trust Ltd. Vs. Humphrey reported in 30 TC 209 (House of Lords)
and quoted with approval by the Supreme Court of India in the case reported in 176 ITR

417 as under:

“If the asset takes the form of fully paid shares, the valuation will take into
account not only the terms of the agreement but a number of other factors, such
as prospective yield, marketability, the general outfook for the type of business of
the company which has alfotted the shares, the result of a contemporary
prospectus offering similar shares for subscription, the capital position of the
company, so forth. There may also be an element of value in the fact that the
holding of the shares gives control of the company. If the asset is difficult to
value, but is nonetheless of a money value, the best valuation possible must be
made. Valuation is an art, not an exact science. Mathematical certainty is not

demanded, nor indeed is it possible.”

On a consideration of all the relevant factors and issues discussed herein, in our opinion,
the value of the Healthcare Division of Siemens Limited for the Proposed Transaction on
a going concern basis, as at 31* December 2015, works out in the range of INR 29,066
million (Indian Rupees Twenty Nine Thousand and Sixty Six million only) to INR 32,219
million (Indian Rupees Thirty Two Thousand Two Hundred and Nineteen million only).

Yours faithfully,

For Deloitte Touche Tohmatsu India LLP

Amol Rane
Partner
Date: 4™ March 2016.
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