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RESULT UPDATE

PRABHAT DAIRY

Stable sales; milk procurement volumes to pick up
India Equity Research| Dairy

Prabhat Dairy (Prabhat) reported sales growth of 9% YoY to INR2.9bn,
driven by growth in SMP (40%), ghee (60%) and curd (22%). However,
EBITDA fell 8% YoY with margins dipping to 8.5% (10% in Q1FY16) due to
gross margins contracting 125bps YoY to 19.2%, as milk procurement
prices increased on droughts conditions in Maharashtra. Driven by fall in
interest cost and lower tax, PAT surged 64% YoY. Given expected 20%
EBIDTA CAGR (led by increase in value-added sales), strong 72% earnings
CAGR, and 387bps jump in adjusted pre-tax RoCE to 15.1% (17.1%
including incentives) over FY16-18E, we maintain ‘BUY’ with an
unchanged target price of INR144.

Revenue growth driven by SMP, curd and ghee; cheese picking up
Prabhat reported revenue of INR2.9bn, up 9% YoY (versus 2% growth reported by
Parag and 5% growth in dairy sales reported by Heritage Foods). This was driven by
strong growth in SMP (surged 40% YoY) and ghee & butter (soared 60% YoY), led by
pick up in Maharashtra and northern parts of India. Similarly, curd also posted 22% YoY
growth this quarter. Distribution for curd also ramped up significantly. Earlier available
through 7-8,000 outlets, distribution has expanded to >10,000 outlets. The company
also launched the Prabhat ‘Ghar jaisa dahi’ campaign during the quarter. It made good
progress in cheese. Prabhat received orders from Yum Brands and also began
exporting cheese to the Middle East. Current utilisation in cheese stands at ~15% and
the company plans to take this to 35-40% in FY18 and ~65-70% in FY19.

Margins fall; procurement to pick up, targets 17% CAGR (FY16-18)
The average milk procurement prices increased from INR21/litre last quarter to
INR25/litre (Q1FY16: INR18/litre). Further, procurement also fell to 0.76mn litres/day
compared to 0.93mn litres/day in Q1FY16. As a result, gross margins corrected by
125bps YoY to 19.2%. However, management expects procurement to scale back to
1mn litres in coming quarters, and to 1.4mn litres over the next 2-3 years.

Outlook and valuations: Story intact; maintain ‘BUY’

We estimate Prabhat to clock revenue/PAT CAGR of 17%/72% over FY16-18, with
adjusted pre-tax RoCE of 15.1% (17.1% including incentives) in FY18. In light of robust
earnings visibility and strong growth in the organised dairy space, we continue to value
the stock at 18x FY18E EPS with an unchanged target price of INR144.

Financials (Consolidated) (INRmn)
Year to March Q1FY17 Q1FY16 %change QA4FY16 %change FY16 FY17E FY18E
Net rev. 2,931 2,689 9.0 3,083 (4.9) 11,705 13,174 16,009
EBITDA 248 270 (8.1) 278 (10.9) 1,192 1,224 1,712
Adj. PAT 60 37 64.4 82 (26.5) 245 375 724
Adj. Dil. EPS (INR) 0.6 0.5 20.2 0.8 (26.5) 2.5 3.8 7.4
Diluted P/E (x) 36.1 23.6 12.2
EV/EBITDA (x) 8.7 8.7 5.9
ROAE (%)* 5.6 6.2 11.1

*Adjusted for revaluation reserves, not including sales tax incentives
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I Dairy

Q1FY17 highlights

The quarter was lean due to lower availability of milk and severe draught

Maharashtra in past 2 years.

Last 2 consecutive years of drought had severely affected milk availability and prices.

Achieved revenue growth through judicious mix and focus on value-added products.

Confident of increasing procurement this year.

Launched Prabhat ‘Ghar jaisa dahi’ campaign.

The company is looking to increase modern trade presence beyond Maharashtra and

Gujarat this year.

Share of value-added has increased from 76% to 82% (as per Prabhat’s definition).

Other expenses have fallen as conversion charges were lower due to lower milk

procurement.

Inventory up 20-25% from Q4 mainly due to cheese and milk powder.

Milk prices

Products

Ghee and butter revenues grew 60% YoY.

Gross margins fell due to higher milk prices and milk procurement efforts.

Procurement:

o Q1FY16:0.93mn litres

o Q1FY17:0.76mn litres

o  Can expect this to be back to 1mn litres in coming quarters

Used SMP from own stocks and purchased butter and fat from outside

Average price paid for milk was INR25/litre. Q4FY16 price was INR21/litre

Wants to take procurement to 1.4mn litres in next 3 years

Liquid milk sales this quarter: 13mn litres

SMP and specialty powder revenues grew by 40%

Ghee and butter revenues grew 60% YoY

Ghee has picked up in Maharashtra and northern parts of India. It is available at
~55,000 outlets.

Cheese:

O

Received orders from Yum Brands for cheese and exports of cheese and SCM to
the Middle East

o  Already procured orders from major QSR chains in India

o InQ1, the company has seen a good establishment in a lot of QSR.

o InQ1, the company established a good distribution network across the country
o Mixis 50:50 between large QSR’s and HORECA
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Prabhat Dairy Ltd

Overall capacity utilisation is below 15% currently

Next year it will be 35-40%. Post that, it will be 65-70%.

Prabhat is clocking Volumes: 2-3MT/day of cheese this year and expects to ramp
this up to 8MT/day by next year

Closely working with large-scale QSR’s since past 2 years

Not making significant margins on cheese right now

Cheese competition:

(@]

Indian market is growing at 25% plus. Institutional market constitutes 70% on
which Prabhat is focusing on

Main players are Amul, Parag, Dynamix and Prabhat

The time has come where this business has started growing exponentially driven
by:

=  Modern trade, home delivery, restaurants

= Cheese consumption is not only increasing in larger towns, but also in smaller
towns

= There are very limited players in cheese given the requirement of high-quality
milk

=  The company’s cheese prices are at par with competition as quality is very
high

= Every buyer has minimum 2-3 players it procures from

Ingredients business:

(@]

(@]

Major part of ingredients business comes from condensed milk

In SMP, for majority of its clients Prabhat works on cost plus model. The company
was EBITDA positive

SMP realisations are down, but fat realisation has gone up. So, net it was the same

SCM (condensed milk) in the Middle East also started since we are a large player in
SCM exports holds huge potential

Curd:

(@]

Via the ‘Ghar Jaisa Dahi’ campaing, Prabhat opened a lot of new outlets and

customers

Increased distribution. Earlier, it was only available in New Mumbai but now it has
reached Western and Central Mumbai too

As revenues/distribution of dahi increases, it gives a leg to distribution for other
products

Earlier, was available at 7-8,000 outlets, now it is available at more than 10,000
outlets

Has been doing 200tonnes/month and by year end it will be higher. Envisages 25-
30% growth
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Others:

Prabhat is present in more than 11 states in operations

The company is focusing on Below the line (BTL) advertising rather than Above the line
(ATL) market. Focus is not on wresting market share from competitors, but to achieve a
shift from unorganised segment to organised market.

VAT refund:

o Prabhat has already received the eligibility certificate. The company expects the
payout this year only.

o  First VAT refund will be ~INR150mn which is expected to accrue this year

The company is looking at increasing yield and higher cattle per farmer and more
farmers per village. It is increasing penetration, which is just 30-40% at present.

Guidance:

Prabhat will be in the full tax bracket this year
Net debt:

o Q4FY16: INR1.5bn

o QI1FY17:~INR1.7bn

Major expansion of gross margins will come from consumer business. It is in the 26-34%
margin range whereas ingredient is 16-18%

In last few years, clocked 60% CAGR in B2C. Looking at increasing B2C mix from 30% of
sales to 50% of sales by 2020

Brand building and logistics cost will increase, expects EBITDA margins to improve on
higher B2C share
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Prabhat Dairy Ltd

Financial snapshot (INR mn)
Year to March Q1FY17 Q1FY16 % change Q4FY16 % change FYl6 FY17E FY18E
Net revenues 2,931 2,689 9.0 3,083 (4.9) 11,705 13,174 16,009
Raw material 2,369 2,139 10.7 2,420 (2.1) 9,097 10,310 12,315
Staff costs 82 67 22.2 78 5.8 282 329 380
Other expenses 232 212 9.3 307 (24.3) 1,134 1,311 1,601
Total expenditure 2,683 2,419 10.9 2,804 (4.3) 10,513 11,950 14,297
EBITDA 248 270 (8.1) 278 (10.9) 1,192 1,224 1,712
Depreciation 104 82 27.5 104 (0.2) 399 453 471
EBIT 144 188 (23.5) 174 (17.4) 793 771 1,241
Other income 2 5 (56.4) 2 (13.1) 15 9 12
Interest 71 132 (46.1) 72 (1.5) 427 221 172
Profit before tax 75 61 23.0 104 (28.3) 381 559 1,081
Provision for taxes 14 24 (40.6) 22 (35.0) 136 185 357
Minority interest

Associate profit share

Reported net profit 60 37 64.4 82 (26.5) 245 375 724
Adjusted Profit 60 37 64.4 82 (26.5) 245 375 724
Diluted shares (mn) 98 71 98 98 98 98
Adjusted Diluted EPS 0.6 0.5 20.2 0.8 (26.5) 2.5 3.8 7.4
Diluted P/E (x) - - - 36.1 23.6 12.2
EV/EBITDA (x) - - - 8.7 8.7 5.9
ROAE (%)* - - - 5.6 6.2 11.1
As a % of net revenues

Raw material 80.8 79.6 78.5 77.7 78.3 76.9
Employee cost 2.8 2.5 2.5 2.4 2.5 2.4
Other expenses 7.9 7.9 8.8 9.7 8.8 10.0
EBITDA 8.5 10.0 9.0 10.2 9.3 10.7
Reported net profit 2.1 1.4 2.7 2.1 2.8 4.5

*Adjusted for revaluation reserves, not including sales tax incentives
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Company description

Prabhat, incorporated in 1998, is an integrated milk and dairy products player in India with
aggregate milk processing capacity of 1.5mn litres per day. Over the years, the company has
diversified into pasteurised milk, flavoured milk, sweetened condensed milk, ultra-
pasteurised or ultra-high temperature (UHT) milk, yoghurt, dairy whitener, clarified butter
(ghee), milk powder, ingredients for baby foods, lassi and chaas. It sells these products
under retail consumer brands as well as ingredient products or as co-manufactured
products to a number of institutional and multinational companies. Prabhat commenced
commercial production of cheese, paneer and shrikhand in FY16.

Investment theme
Coursing ahead to be a value-added player

Leveraging its strong track record as a specialty ingredients supplier to large global dairy
players, Prabhat catapulted its gross block in value-added products >40% in FY16, to be the
third largest cheese player in India. On the anvil is a 2-pronged strategy to scale up its value-
added sales in HORECA and B2C segments via tier II/Ill cities with targeted ad spends at
1.3% of sales (0.8% in FY16). Consequently, share of value-added products is expected to
jump from 4% to 17% and B2C sales from 27% to 37% over FY16-18E. Management has set a
target of B2C mix at ~“50% of sales by FY20.

Superior mix and utilisation: Margin and return ratio boosters

Prabhat’s gross and EBITDA margins are likely to surge 79bps and 56bps over FY16-18E,
respectively, led by: a) rising share of B2C & value-added products; and b) increasing
utilisation. Ergo, we estimate adjusted pre-tax RoCE to catapult 386bps over the period to
15.0%.

Key risk:
Availability and price volatility of raw milk

Prabhat’s business depends on its ability to procure sufficient good quality raw milk at
commercially viable prices. Though the company has longstanding relationships with milk
farmers and other suppliers, it has not entered into any formal supply agreements.

Overdependence on few institutional customers

In FY12, FY13, FY14, FY15, FY16 sales contribution from top-5 customers represented 44%,
41%, 41%, 36% and 38%, respectively, while sales to largest customers represented 33%,
27%, 21%, 18% and 16.5% of total revenues, respectively.

Trademark and brand infringement

Although Prabhat sells retail consumer products under its own trademarks and brands such
as Prabhat, Flava and Milk Magic, these trademarks and brands have not yet been
registered.
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Financial Statements

Key assumptions

Prabhat Dairy Ltd

Income statement (INR mn)
Year to March FY15 FY16 FY17E FY18E
Net revenue 10,034 11,705 13,174 16,009
Materials costs 7,762 9,097 10,310 12,315
Gross profit 2,272 2,608 2,864 3,693
Employee costs 256 282 329 380
Other Expenses 981 1,134 1,311 1,601
Operating expenses 1,237 1,416 1,640 1,982
Total operating expenses 8,999 10,513 11,950 14,297
EBITDA 1,035 1,192 1,224 1,712
Depreciation 344 399 453 471
EBIT 691 793 771 1,241
Add: Other income 10 15 9 12
Less: Interest Expense 412 427 221 172
Profit Before Tax 289 381 559 1,081
Less: Provision for Tax 29 136 185 357
Reported Profit 260 245 375 724
Adjusted Profit 260 245 375 724
Shares o /s (mn) 71 98 98 98
Adjusted Basic EPS 3.6 2.5 3.8 7.4
Diluted shares o/s (mn) 71 98 98 98
Adjusted Diluted EPS 3.6 2.5 3.8 7.4
Adjusted Cash EPS 8.4 6.0 8.5 12.2
Dividend per share (DPS) 0.1 0.4 0.5 1.0
Dividend Payout Ratio(%) 2.2 19.2 15.6 15.6
Common size metrics

Year to March FY15 FY16 FY17E FY18E
Gross margin 22.6 223 21.7 231
Interest Expense 4.1 3.6 1.7 1.1
EBITDA margins 10.3 10.2 9.3 10.7
EBIT margins 6.9 6.8 5.9 7.8
Net Profit margins 2.6 2.1 2.8 4.5
Growth ratios (%)

Year to March FY15 FY16 FY17E FY18E
Revenues 17.3 16.7 12.5 215
EBITDA 16.3 15.2 2.6 39.9
PBT 224 31.9 46.8 93.2
Adjusted Profit 49.9 (5.6) 52.8 93.2
EPS (37.0) (31.0) 52.8 93.2

Year to March FY15 FY16 FY17E FY18E
Macro
GVA(Y-0-Y %) 7.2 7.4 7.9 8.3
Inflation (Avg) 5.9 4.8 5.0 5.2
Repo rate (exit rate) 7.5 6.8 6.0 6.0
Sector assumptions
Milk purchase prices (INR/litre) 20.0 21.5 22.6 23.5
Sales growth
Processed and Pouch Milk (%) 21 2 7 10
SMP /WMP/DW (%) 31 4 40 13
Condensed milk added sugar (SCM) (%) 1 (7) (44) 15
Ghee (%) 46 113 17 13
Flavoured Milk (%) (70) 36 21 71
Butter (%) 109  (100) NA NA
Ice Cream (%) 142 24 34 41
Curd (%) 253 13 120 59
Long shelf Milk (UHT Milk) (%) 1,465 34 51 108
Cheese (%) 0 0 2,059 127
Paneer (%) 0 0 3,188 165
Shrikhand (%) 0 0 3,172 165
% of sales
Processed and Pouch Milk (%) 24 21 20 18
SMP /WMP/DW (%) 32 28 35 33
Condensed milk added sugar (SCM) (%) 29 23 11 11
Ghee (%) 12 21 22 20
Butter (%) 0 0 0 0
Others 0 3 2 2
Total other products (%) 96 96 90 83
Flavoured Milk (%) 0 0 0 0
Ice Cream (%) 1 1 1 1
Curd (%) 2 2 3 4
Long shelf Milk (UHT Milk) (%) 1 1 1 2
Cheese (%) 0 0 4 7
Paneer (%) 0 0 1 1
Shrikhand (%) 0 0 1 1
Total value added products (%) 3 4 10 17
Capacity utilisation (%)
Cheese (%) NA 1 19 40
Channel mix
B2B (%) 76 73 66 63
B2C (%) 24 27 34 37
Financial Assumptions
Depreciation (% of gross block) 8.1 7.9 7.4 7.4
Interest rate (%) 10.0 12.8 12.0 9.5
Taxrate (%) 10 36 33 33
Capex (INR mn) 536 322 305 100
7
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Balance sheet (INR mn) Cash flow metrics
As on 31st March FY15 FY16 FY17E FY18E Year to March FY15 FY16 FY17E FY18E
Share capital 714 977 977 977 Operating cash flow 14 287 227 942
Reserves & Surplus 2,802 5,572 5,888 6,499 Investing cash flow (533) (243) (305) (100)
Shareholders' funds 3,516 6,549 6,865 7,476 Financing cash flow 691 (130) 237 (838)
Short term borrowings 1,958 1,197 1,704 1,204 Net cash Flow 173 (86) 159 3
Long term borrowings 2,159 388 388 323 Capex (536) (322) (305) (100)
Total Borrowings 4,118 1,586 2,093 1,528 Dividend paid (6) - (59) (113)
Long Term Liabilities 11 14 14 14
Def. Tax Liability (net) 178 236 236 236 Profitability and efficiency ratios
Sources of funds 7,822 8,385 9,208 9,254 Year to March FY15 FY16 FY17E FY18E
Gross Block 4,259 5,891 6,341 6,391 ROAE (%)* 9.5 5.6 6.2 11.1
Net Block 3,049 4,288 4,285 3,864 ROACE (%)* 11.2 11.2 9.9 15.1
Capital work in progress 1,591 245 100 150 ROA 3.7 3.0 43 7.8
Intangible Assets 9 10 10 10 Inventory Days 25 30 36 36
Total net fixed assets 4,649 4,542 4,395 4,024 Debtors Days 66 68 72 68
Non current investments 1 1 1 1 Payable Days 25 23 17 12
Cash and Equivalents 215 120 279 282 Cash Conversion Cycle 67 75 91 92
Inventories 634 879 1,143 1,302 Current Ratio 4.9 6.4 8.6 8.9
Sundry Debtors 2,084 2,265 2,953 3,038 Debt/EBITDA (x) 4.0 13 1.7 0.9
Loans & Advances 965 1,274 1,052 1,250 Debt/Equity (x) 1.2 0.2 0.3 0.2
Other Current Assets 87 18 18 18 Adjusted Debt/Equity 1.2 0.3 0.3 0.2
Current Assets (ex cash) 3,770 4,437 5,166 5,608 Interest Coverage Ratio 1.7 1.9 3.5 7.2
Trade payable 622 521 421 397 LT debt /Cap empl. (%) 52.6 18.9 22.7 16.5
Other Current Liab 191 193 211 263 Debt / Cap employed (%) 65.3 30.2 32.2 26.2
Total Current Liab 813 714 632 660 *Adjusted for revaluation reserves, not including sales tax incentives
Net Curr Assets-ex cash 2,957 3,722 4,534 4,948 Operating ratios
Uses of funds 7,822 8,385 9,208 9,254 Year to March FY15 FY16 FY17E FY18E
BVPS (INR) 49.2 67.0 70.3 76.5 Total Asset Turnover 14 14 1.5 1.7
Fixed Asset Turnover 3.1 3.2 31 3.9
Free cash flow (INR mn) Equity Turnover 3.0 23 2.0 2.2
Year to March FY15 FY16 FY17E FY18E
Reported Profit 260 245 375 724 Valuation parameters
Add: Depreciation 344 399 453 471 Year to March FY15 FY16 FY17E FY18E
Interest (Net of Tax) 276 286 148 115 Adj. Diluted EPS (INR) 3.6 2.5 3.8 7.4
Others 94 122 64 45 Y-o-Y growth (%) (37.0) (31.0) 52.8 93.2
Less: Changes in WC 959 765 812 414 Adjusted Cash EPS (INR) 8.4 6.0 8.5 12.2
Operating cash flow 14 287 227 942 Diluted P/E (x) 24.9 36.1 23.7 12.2
Less: Capex 536 322 305 100 P/B (x) 1.8 14 1.3 1.2
Free Cash Flow (521) (35) (78) 842 EV / Sales (x) 1.0 0.9 0.8 0.6
EV / EBITDA (x) 10.0 8.7 8.7 5.9
Dividend Yield (%) 0.1 0.4 0.5 1.1
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Prabhat Dairy Ltd

Additional Data

Directors Data

Sarangdhar R Nirmal Chairman and MD Vivek S Nirmal Jt Managing Director

Ashok Sinha Independent Director Seemantinee Khot Independent Director

Rajesh Srivastava Additional Non- Executive Director Raphael Gabriel Roger Plihon Additional Non- Executive Director
Soundararajan Bangaruswamy Independent Director Omprakash V. Bundellu Independent Director

Auditors - BSR & Co.

*as per last annual report

Holding Top -10

Perc. Holding Perc. Holding
Indian Agribusiness Fund 14.37 Societe Prom & Part Econom 8.68
IL&FS Trust Co Ltd 7.57 Wasatch Advisors 6.34
Reliance Capital 2.81 Styrax Commodities 2.49
Ecap Equities 1.75 Genesis Emerge Sm Com Port 1.45
HDFC Asset Management 1.34 Birla Sun Life Asset Mgmt 1.08

*as per last available data

Bulk Deals

Data Acquired / Seller B/S Qty Traded Price
28 Dec 2015 Reliance Capital Ltd Buy 2744000 150.04
28 Dec 2015 Payone Enterprises Pvt Ltd Sell 2894323 150.26
05 Oct 2015 Reliance Mutual Fund Buy 2087000 117.00
22 Sep 2015 Abhilasha Money Operations Pvt Ltd Sell 552984 117.69

*as per last available data

Insider Trades

Reporting Data Acquired / Seller B/S Qty Traded
24 Aug 2016 Sarangdhar R.Nirmal - Trustee of Nirmal Family Trust Buy 126000.00
03 Mar 2016 Sarangdhar R.Nirmal - Trustee of Nirmal Family Trust Buy 200000.00
02 Mar 2016 Sarangdhar R.Nirmal - Trustee of Nirmal Family Trust Buy 186800.00

*as per last available data

9 Edelweiss Securities Limited



Dairy

Edelweiss Securities Limited, Edelweiss House, off C.S.T. Road, Kalina, Mumbai — 400 098.
Board: (91-22) 4009 4400, Email: research@edelweissfin.com

Manoj Bahety
Deputy Head Research

manoj.bahety@edelweissfin.com

Coverage group(s) of stocks by primary analyst(s): Dairy

Prabhat Dairy Ltd

Recent Research

Date

22-Aug-16 Prabhat Dairy Discovering greener pastures; 79

Company

Title

Price (INR) Recos

Buy

Initiating Coverage

Distribution of Ratings / Market Cap

Edelweiss Research Coverage Universe

Rating Interpretation

Buy Hold Reduce Total Rating Expected to
Rating Distribution* 158 59 12 229 Buy appreciate more than 15% over a 12-month period
* - stocks under review
Hold appreciate up to 15% over a 12-month period
> 50bn Between 10bn and 50 bn < 10bn
Reduce depreciate more than 5% over a 12-month period
Market Cap (INR) 156 62 11
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potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of
publication of research report or at the time of public appearance. ESL may have proprietary long/short position in the above
mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not
consider risk appetite or investment objective of any particular investor; readers are requested to take independent professional
advice before investing. This should not be construed as invitation or solicitation to do business with ESL.
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ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may
have managed or co-managed public offering of securities for the subject company in the past 12 months. ESL or its associates
may have received compensation for investment banking or merchant banking or brokerage services from the subject company in
the past 12 months. ESL or its associates may have received any compensation for products or services other than investment
banking or merchant banking or brokerage services from the subject company in the past 12 months. ESL or its associates have
not received any compensation or other benefits from the Subject Company or third party in connection with the research report.
Research analyst or his/her relative or ESL’s associates may have financial interest in the subject company. ESL and/or its Group
Companies, their Directors, affiliates and/or employees may have interests/ positions, financial or otherwise in the
Securities/Currencies and other investment products mentioned in this report. ESL, its associates, research analyst and his/her
relative may have other potential/material conflict of interest with respect to any recommendation and related information and
opinions at the time of publication of research report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange
rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market
factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in
interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the
value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of
an underlying security, effectively assume currency risk.

Research analyst has served as an officer, director or employee of subject Company: No
ESL has financial interest in the subject companies: No

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of
the month immediately preceding the date of publication of research report: No

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of research report: No

Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and
material disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and
Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to
their charges of non registration as a broker dealer.

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about
the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or
indirectly related to specific recommendations or views expressed in this report.

Additional Disclaimers

Disclaimer for U.S. Persons

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has
prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required
to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account.

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule
15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as
specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied,
duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.
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In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC
in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an
agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in
this research report should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial
Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the
“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being
referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment
activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant
persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other
person.

Disclaimer for Canadian Persons

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have
prepared the research report. The research analysts preparing the research report are resident outside the Canada and are not
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by
a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario
Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of
Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research
analysts' business or relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103"))
who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client"). If the recipient of this report is not an
Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to
the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain
international advisers and/or dealers. Please be advised that (i) ESL is not registered in the Province of Ontario to trade in
securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (i) ESL's head office or
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv)
there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for
service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada.

Disclaimer for Singapore Persons

In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No.
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to
persons who qualify as "institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures
Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"),
sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to EIAPL when providing any
financial advisory services to an accredited investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact
EIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is not suitable for
private investors.
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