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IndiaNivesh Securities Ltd

m We initiate coverage on Tata Sponge Iron Ltd (TSIL), formerly known as Ipitata

Sponge Iron Ltd. The company is a subsidiary of Tata Steel (stake 54.5%), engaged
in manufacturing of high grade sponge iron (coal based method) with 390,000 MT
Direct Reduced Iron (DRI) production facility. Product quality is finest amongst its
peer on back of access to the high quality mine of Tata Steel Ltd. As a result, the
company gets higher spread relative to its peers. TSIL also have two captive
power production facilities with total capacity of ~26MW. Power is generated
through waste heat generated during the sponge iron manufacturing, this
minimizes power cost. Strong balance sheet, debt-free status, and increasing
protectionism from government on imported steel look positive. We recommend
“BUY” rating on this stock with target price of Rs.930.

Investment Rationale

Sustaining profitability despite constraints

Solid financials minimise gravity of global cues

X-Ray: (Cash balance is real or intangible)

De-bottlenecking would lead to higher turnover and efficiency
Per unit realization moving northwards

Performance expected to excel in time of turn around

Risk & Concern

m  Legal compliances and regulatory challenges for raw materials such as iron ore
and coal.

m  Factors such as currency level fluctuations, higher transport charges and import
duty would further create challenges for the company.

Valuations

We believe TSIL to continue the trajectory of sustainable volume and sales
realization. The conclusive outlook for domestic infrastructural growth will create a
demand of sponge iron in the country. The company has performed above industry
average even during the weak economic environment helped by the company's
strong brand image and management. In addition, the company has also zero debt
status and high cash balances, which makes its balance sheet stronger. At CMP of

Rs. 577 the stock is trading at EV/EBITDA multiple of 6.3x FY17E and 4.7x of FY18E
EBITDA. We recommend “BUY” rating with TP of Rs.930 (EV/EBITDA multiple of 7x
for FY18E + Rs. 468 Cash per Share).

Financial Performance
YE March

EBITDA

(RsMn} Net Sales EBITDA Adj.PAT Adj.EPS (Rs) Margin RoE(%) Adj.P/E(x) EV /EBITDA (x)
FY14 7,822 1,453 1,012 65.7 18.6 14.9 8.8 4.3
FY15 7,897 992 919 59.7 12.6 12.1 9.7 6.4
FY16 5,735 223 309 20.1 3.9 3.9 28.8 28.5
FY17E 6,022 870 740 48.0 14.5 8.8 12.0 6.3
FY18E 6,593 1,018 906 58.9 15.4 10.0 9.8 4.7

Source: Company, IndiaNivesh Research

Revenue and profitability came down significantly from FY14 to FY16 on account
decline in realization price of DRI (Sponge Iron) from Rs 23,500 to Rs. 12,300 per
ton (~43% decreased).
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Investment Scenario
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Average Realization/Ton (INR)

China Inventory (as % of Global Production)

25,542
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The concept of using sponge iron to produce high grade steel is still uneven in India.
Dependency over sponge iron as a key raw material is more in central and eastern
India, while steel units in northern parts operates on a combination of sponge iron
and scrap metals. Indian government has announced Minimum Import Price and
2.5% customs duty on import of scrap iron to generate demand for Indian sponge
iron industry. This move could be more favourable to TSIL due to its significant size
and scale in industry, while other players have comparatively lesser depth.

Steel industry used to rely on scrap metal for steel production due to easy availability
and low cost recycling. Over past several years, expensive rates and shortage of
scrap metal has made sponge iron a key raw material for manufacturing of quality
steel. In addition, reliance on imported steel exposes it to several other issues
including international freight charges, currency volatility and global uncertainties.
We believe that demand recovery for finished steel in the near future could provide
for significant strength in the operating metrics of TSIL.

Investment Rationale

Multiple Competitive Advantages

a) The production plant of Tata sponge iron Itd is located in the close vicinity (30
Km) of high grade iron ore mines. As a result, the company enjoys saving on
logistic costs.

b) Captive Railway siding facility for inbound raw materials and despatch of finished
product in bulk enhances the competitive edge.

c) The company also has integrated power generating plants to reduce the cost of
manufacturing and also offer revenue from sale of surplus power.

d) Tata sponge iron limited is having a strong goodwill in the market, which assures
consistent product quality.

IndiaNivesh Securities Ltd
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Remarkable Achievements
®m  Even in the tough time, TSIL maintained its debt free status.

®  The company is consistently paying dividends from last 23 years.

®  Most eco-friendly company amongst all the coal based DRI plants in India.

®m  First DRI plant in the World to achieve TPM (Total Productive Maintenance)
certification.

®  Production rate exceeding the capacity of three Kilns

® |Installed an iron ore crusher and crushed 2,20,597 MT of 10-40 mm ore to
ensure continuity of operation and cost control.

m  Received 19,404 e-certificates from BEE for energy saving.

Strong Operational Performance

TSIL consistently generated strong operating cash flows of 16.7% Further, the
company’s debt free and strong cash balance status (Rs.468 cash per share) despite
operating in capex intensive industry speaks allot on the competitive strength.

As well as, despite subdued domestic market demand, TSIL was able sell its entire
product during FY14-16. Additionally, the generation of power from the extra heat
generated produced from its kilns not only reduces operating cost but also adds to
the revenue.

Sponge 13296 1442 1256.6 1228.8 5257
Power 12221 111 170.1 209.6 613.1

5870.1
Inter-segmental Revenue 2% 134.8

Iron Ore 578.17 489.32 575.07 442,61 2085.17
51.62% 51.62% 51.62% 51.62%

Coal 536.59 45414 533.72 410.92 193537
47.91% 47.91% 47.91% 47.91%

Dolomite 8.12 6.87 8.08 6.22 29.28
0.73% 0.73% 0.73% 0.73%

Pallet 2.90 285 287 288 11.50
0.74% 0.74% 0.74% 0.74%

Source: Company filings, IndiaNivesh Research
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Anti-dumping Should Bode Well on Revenue

Govt of India’s observation to impose anti-dumping duty on China steel imports
could be positive for Indian sponge iron industry. This will safeguard the Indian steel
industry, which is facing stiff competition from China. The domestic steel makers are
under threat against rising imports from China which has curtailed the domestic
production. Hence, imposition of anti-dumping duty could boost the domestic steel
production, which in turn can uplift the demand. Going ahead we also expect some
uptick in the realization. We expect prices to remain stable in base case scenario.

Demand Vs Production (Mn.Tons)
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Production Demand

Source: Company filings, IndiaNivesh Research

Backward Integration Reduces Business Risk

The company secured 24,000 tons per annum of coal linkage from Coal India Limited.
This will help the company to reduce the dependence upon imported coal from
South Africa. The base price for coal that the government has fixed which is around
Rs 3,000 per tonne for the grade the company requires.

The landing cost of coal excavated from Coal India Limited would be around Rs.3900
per tonne, However the current procurement cost of RB1 coal from South Africa is
Rs.3740 (around USD 55) per tonne. The advantage here is in case of increase in
international price would reduce the impact, due to partial domestic procurement of
coal support.

However, this tonnage will constitutes only less than 10% of the Company's annual
coal requirement (350,000 tonnes). Further, the company’s long-term tie-up with
Tata Steel gives access to high quality iron ore in the nearby vicinity. Going ahead, we
expect the company to bid for more coal linkages.

The raw-material cost constitutes ~66% of TSIL’s gross operating revenue. Basic raw
materials for the production of sponge iron are Iron ore, Coking coal, and Dolomite.
Tata Steel Gomardih dolomite quarry caters to TSIL's overall requirement of
dolomite. Both iron ore and coal individually contribute 48% and 50% respectively of
the overall raw material cost, while dolomite covers hardly 1-2%. TSIL has a long
term supply agreement with parent company for iron ore supply from Joda east iron
mines and Khondbond iron mines. Given the regulatory hurdles mines in Odisha are
not operating at full capacity. As a result, TSIL has to import deficit iron-ore from
outside.

IndiaNivesh Securities Ltd
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Geological Study

The qualities of these mines are one amongst the best in the country. TSIL getting the
similar quality of mines in the nearby geography through acquisition looks difficult as
per the geological data (See Chart Below). TSIL acquiring inferior grade mines would
lead to disturbance in current input-output (1700 Kg lron-ore for 1 Ton of sponge
Iron) ratio. On the other hand, TSIL is also looking to acquire more coal-linkages for
backward integration. So, the cash balance would be maintained as company is not
acquiring any full-fledged mine.

Jharkhand Odisha
" . 5 . . 5 = v . . ]
.20 o4 85 86 a7 (0] ) 1
26 26 Apstite INBEX
N a mvasios QEOLOGICAL MAP OF by
MINERAL MAP OF JHARKHAND, INDIA f Rarile ARIBSA luvium
W Bartonite Laterite
: sh-'l l o i Bedl &
naci
25' - Cm‘wml!: + il i |
@ < o g
2 n::::uur-.m Proterozwic
# Umastona Dolomita \.ﬁupl".lsl_
& Felspar
W Fraciny — y & =T
| Gold RS
. B cowpnn & otirosite
Py, (1 koriOre Uttrabasics
Kyunits erak
a u:ngn w= Ore imilipal Grewp
1 e Archeans o e
3 Pyravenita [Jsinghthum rantie
® Guoariz Silics Sand Bamded From Formation
s @ Stestine
23§ uranium b
4 Vanadium b
PRADESH . cow r <Ak s ’
Tt
Cknondalite

ORISSA

50 100

" Paukt
Movth @rissa Ecundary Fault
Eastern Ovissa Boundary Fault

Km

3,26 ey 85" [0 or*

o T e e e ale g =

Source: Geological Survey of India, IndiaNivesh Research

Source: Geological Survey of India, IndiaNivesh Research

Bidding for iron ore blocks does not look advisable..

We believe the company is following right strategy of looking for tie up for coal
rather than acquiring fully developed coal mine and tie-up with Tata Steel for iron
ore mines.

Why?

High grade iron-ore deposits are already being captured by incumbents. Secondly
acquiring, developing and realizing of ore content from mine are costly and time
taking affair. Further, the balance sheet size of TSIL does not support large-size iron-
ore acquisition [E.g Essar Steel won Ghoraburhani-Sagasahi Iron mine (44% premium
from base price) costing Rs.113 bn. However, TSIL is having cash balance of as on
FY16.

The company’s 4 years avg. operating cash flow is ~ Rs.1 bn. and current cash
balance is “Rs8 bn. We believe the TSIL management will not move to acquire a
wholly developed mines which will require an investment of >Rs.100 Bn. Secondly
the company requires only 7-8 lakh MT of iron ore per annum (~1900-2000 MT per
day) which make no sense to acquire a wholly developed mine. However, the
company may continue with its standing agreement with Tata Steel or may get some
linkage approvals from authorities like OMC or NMDC.

Hence, the cash which is visible in the balance sheet is going to stay and not likely to
be diverted to a high gestation period project.

IndiaNivesh Securities Ltd
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Sustaining profitability despite constraints...

In FY16, out of three kiln the oldest kiln went for major maintenance where
management did some modifications to produce more capacity, during the tenure
company produced the materials through bi-party agreement with nearby sponge
iron producers. Also due to the regulatory pressure and issues over coal field
allocation, the company sourced high quality coal from South Africa. Despite these
two key challenges, the company has been able to maintain its EBITDA margin intact
at 3.9% in FY16 (v/s12.6% in FY15, 18.6% inFY14, 15.1 inFY13 and 17.8% in FY12).
The EBITDA margin narrowed because of steep fall in sponge iron realization and
higher cost of production

Cost of production Table

Cost of Production (In Rs. Million FY14 FY15 FY16 FY17 E FY18 E FY19 E FY20 E
Net Sales 7822.2 7897.4 5735.3 6022.098 6592.768 6656.618 7122.581
Raw Materials 5,471 5,789 4,139 4,247 4,571 4,616 4,939
% of Net Sales 69.9% 73.3% 72.2% 70.5% 69.3% 69.3% 69.3%
Other Manu. & Employee Exp 277 362 367 248 285 302 340
% of Net Sales 3.5% 4.6% 6.4% 4.1% 4.3% 4.5% 4.8%
Selling and Admin Expenses 255 205 357 221 242 244 261
% of Net Sales 3.3% 2.6% 6.2% 3.7% 3.7% 3.7% 3.7%
Miscellaneous Expenses 383 607 519 436 477 482 515
% of Net Sales 4.9% 7.7% 9.1% 7.2% 7.2% 7.2% 7.2%
Preoperative Exp Capitalised -17 -57 130 - - - -

% of Net Sales -0.22% -0.72% 2.27% 0.00% 0.00% 0.00% 0.00%
Total Expenses 6,369 6,905 5,512 5,152 5,575 5,644 6,055
% of Net Sales 81.4% 87.4% 85.5%  84.6%  84.8%  85.0%

Source: Company Filings; IndiaNivesh

Solid financials minimise gravity of global cues...

Despite top-line pressure, company generated strong operating cash flow (CAGR of
16.8%) over FY12-16. In last five years, the company’s average OCF/Sales was +7.4%
(FY12-FY16). Even in the striving phase of industry, when whole steel and steel allied
industry was bleeding TSIL delivered outperforming results. In this tough condition,
TSIL maintained huge cash balance, remained debt free and consistently rewarded
shareholders with dividends. During this phase ROE 11.2% and ROCE 12% for this
company remained strong.

De-bottlenecking of production would lead to higher turnover and efficiency...
Tata sponge iron Ltd operates with three rotary kilns running at full capacity. In
QAFY16, TSIL went into temporary shutdown of Kiln-1 (operating since 1986) for 115
days. During this period, the customer’s requirement was taken care through
contract manufacturing (22,000 MT) of sponge iron in nearby plants.

Post renovation Klin-1 will be able to run at full design capacity, which was not
possible due to short cooler length and war-page in its shell. The total cost incurred
for enhancing and renovating the cooler length and removing the bottlenecks was
~Rs.300 mn. This initiative will improve the productivity by 13.5% (445640 MT),
increase in quality of sponge iron and reduction in coal consumption by 1.75%

IndiaNivesh Securities Ltd
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Kiln-1 in dismantled condition

Kiln-1 after renovation

Source: Company Filings, IndiaNivesh Research
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Particulars FY16 (MT) Capacity Utilization FY15 (MT) Change
Manufacturing Sponge Iron (MnT)

Production 3,91,996 92% 3,65,451 26545
Sale 3,92,634 3,48,580 44054
Electricity (MnKwH)

Production 163 71% 173 -9
Sale 113 121 -8
Source: Company Filings, IndiaNivesh Research



Detailed Coverage | Tata Sponge Iron Ltd

Per Unit Realization is coming out of trough (Q3 onwards) Sales Volume

Relization (Rs.Per tons)

14,385

12,898

Sales Volume (Tons)

1,07,856

Q1FY16 Q2 FY16 Q3 FY16

Q4FY16 Q1FY16 Q2FY16 Q3FY16 Q4FY16

Source: Company filings, IndiaNivesh Research

Source: Company filings, IndiaNivesh Research

Break-Even Point (BEP) Analysis
Break-Even Analysis gives the clear cut understanding about the change in the
realization and how this impact the overall required utilization level.

Scenario-l: Realization per ton unchanged at Rs.12,300. Under this scenario the
break-even despatch stands at 375,248 tonnes and the total realization of Rs 4616
Mn.

In commodity cycle it is uncertain to assume the realization costs, but if we assume
the prices remain unchanged then, company may not show an attractive result but
company can easily chase the break-even point.

Scenario-ll: Realization per ton goes-up by Rs.500 (to Rs.12,800 v/s Rs.12,300 (in
FY17E). Under this scenario the break-even despatch comes down to 3,59,994
tonnes (v/s 3,75,248 T in FY17). with total realization of Rs 4608 Mn.

The optimum capacity of plant is to produce 390,000. The company has history of
100% average utilization. Clearly imply any buoyancy in the selling price of sponge
iron will give northward move to earnings.

Scenario-lll: Realization per ton goes-down by Rs.500 (to Rs.11,800 v/s Rs.12,300 in
FY17E). Under this scenario the break-even despatch will rise up to (3,91,851 Tonnes
v/s 3,75,248 tonnes in FY17E) of total realization Rs 4624 Mn.

Though we are positive on the selling price of sponge iron in coming days but in
worst case if the selling price dropped down by Rs.500 then also company is well
placed to overcome the break- even- point.

IndiaNivesh Securities Ltd
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Scenario-l: Break-Even Analysis (Realization Unchanged)

Break- Even Chart

Total Fixed Cost 4,42,79,20,661
Variable Cost per Ton 500
Sales/ Unit per Ton 12,300
Sale Unit Increament for (x) 100000
Break even Units 3,75,248
Break even Price (Mn) 4,616
Units Fixed Cost| Variable Cost Total Cost Sales
0 4,42,79,20,661 0| 4,42,79,20,661 -
100000 4,42,79,20,661 50000000| 4,47,79,20,661 | 1,23,00,00,000
200000 4,42,79,20,661 100000000| 4,52,79,20,661 | 2,46,00,00,000
300000 4,42,79,20,661 150000000| 4,57,79,20,661 | 3,69,00,00,000
400000 4,42,79,20,661 200000000| 4,62,79,20,661 | 4,92,00,00,000
500000 4,42,79,20,661 250000000 4,67,79,20,661 | 6,15,00,00,000
7,000,000,000 -
6,000,000,000 -
5,000,000,000 -
4,000,000,000 -
3,000,000,000 - Total Cost
2,000,000,000 - Sales
1,000,000,000 -
Q \ Q Q Q Q
& & & & &
Q Q Q Q
N v > )
Scenario-ll: Break-Even Analysis (Realization - Rs. 500)
Total Fixed Cost 4,42,79,20,661
Variable Cost per Ton 500
Sales/ Unit per Ton 11800
Sale Unit Increament for (x) 100000
Break even Units 3,91,851
Break even Price (Mn) 4,624
Units Fixed Cost| Variable Cost Total Cost Sales
0 4,42,79,20,661 0| 4,42,79,20,661 -
100000 4,42,79,20,661 50000000| 4,47,79,20,661 | 1,23,00,00,000
200000 4,42,79,20,661 100000000| 4,52,79,20,661 | 2,46,00,00,000
300000 4,42,79,20,661 150000000| 4,57,79,20,661 | 3,69,00,00,000
400000 4,42,79,20,661 200000000] 4,62,79,20,661 | 4,92,00,00,000
500000 4,42,79,20,661 250000000| 4,67,79,20,661 | 6,15,00,00,000
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Scenario-lll: Break-Even Analysis (Realization + Rs. 500)
Total Fixed Cost 4,42,79,20,661
Variable Cost per Ton 500
Sales/ Unit per Ton 12800
|Sa|e Unit Increament for (x)| 100000
Break even Units 3,59,994
Break even Price (Mn) 4,608
Units FC VC Total Cost Sales
0 4,42,79,20,661 0| 4,42,79,20,661 -
100000 4,42,79,20,661 50000000| 4,47,79,20,661| 1,23,00,00,000
200000 4,42,79,20,661 100000000| 4,52,79,20,661 | 2,46,00,00,000
300000 4,42,79,20,661 150000000| 4,57,79,20,661 | 3,69,00,00,000
400000 4,42,79,20,661 200000000| 4,62,79,20,661 | 4,92,00,00,000
500000 4,42,79,20,661 250000000( 4,67,79,20,661 | 6,15,00,00,000
7,000,000,000 -
6,000,000,000 -
5,000,000,000 -
4,000,000,000 -
3,000,000,000 - ——Total Cost
2,000,000,000 - Sales
1,000,000,000 -
- T T
Q \} \} Q \} \}
S & & &S
Q Q Q Q
N v ) ™ )
The above factor analysis (Scenario-l, Il & Ill) indicates that amongst all above

mentioned factors, realization has a strong impact on the company’s fundamentals.
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Particulars

FY 18e EBITDA (Rs. Mn) 1018
No. of O/S Shares (Mn) 15.4
EV/EBITDA Multiple (x) 7
Enterprise Value (Rs. Mn) 7124
EV/Share (Rs) 462
Cash/Share 468
Target Price/ Share (Rs) 930

IndiaNivesh Securities Ltd

Risk & Concerns

®  Sluggish domestic steel demand and continued weak sentiments from global
economies could impact demand drivers and keep per ton realization under
pressure, etc.

m  Company is facing few constrains to procure good quality iron ore from its
mother company Tata Steel, as the mines assigned (Joda and Khondbond mines)
to it are operating partially due to compliance issues.

Peer Analysis

®  As per peer analysis, the company has been performing way ahead of its peer
group. TSIL is currently trading at a P/E of 29x, while its peer competitors are in
negative P/E as the preceding financial year was a tough year for the whole steel
Industry. We are expecting a positive growth in this financial year as the Industry
has turned around due to strong domestic demand and fiscal policies.

m  The company’s debt/ equity ratio is nil as it’s a debt free company.

Equity BVPS| Promoters] RONW/| ROCE | Debt/Equity EPS CMP] PERatio
COMPANY NAME [ (Rs Mn) Holding
Adhunik Metalik 1235  45.88 64.71% -85.33%  -5.88% 736 -37.54 8 -0.21
Godawari Power 3276 28221 64.89%  7.16% 11.08% 193 -29.57 60 -2.03
Jai Balaji Ind 731.8  -2661 60.77% 206.84%  -5.06% 0 -9347 8.24 -0.09
Jindal Steel 9149  229.9 61.89% -6.07%  4.66% 201 -2079 6775 -3.26
Monnet Ispat 24084 28112 25.27% -46.30%  -1.04% 6.08 -187.48  24.15 -0.13
MSP Steel 1069.2  66.76 71.90% -18.00% -2.42% 203 -2026 1165 -0.58
Sarda Energy 359.5 33645 71.29%  4.53% 13.85% 1.07 427 1266  29.65
Tata Sponge 154  524.36 54.50% 3.82%  5.83% 0  20.05 577  28.78

Source: Company Filings, IndiaNivesh Research

Valuation

We believe TSIL to continue the trajectory of sustainable volume and sales
realization. The conclusive outlook for domestic infrastructural growth will create a
demand in sponge iron. From FY14 to FY16 the realization for DRI (Sponge Iron) has
reduced from the level of Rs 23,500 to Rs. 12,300 per ton (~43% down). Hence
despite of high production company’s net sales have declined during the period.
With the recovery in raw-material prices would push prices high.

Again, TSIL has an ability to sustain current margin profile. New government has
taken steps to create favourable environments for sponge iron industry and TSIL
reflected the same during H2 FY16. TSIL is expected to deliver significant
improvement in return ratios in coming years. Company has minimized the
production cost by using electricity generated from waste heat. Interestingly the
company is producing surplus energy to trade and to compensate the profit margins
in trough markets. The Company is strategically well placed, going ahead we expect
the company will outperform in future days. At CMP of Rs. 577 the stock is trading at
EV/EBITDA multiple of 6.3x FY17E and 4.7x of FY18E EBITDA. We assign “BUY” rating
with TP of Rs 930 per share (EV/EBITDA multiple of 7x for FY18E + Rs.468 cash per
share) on account of its superior production facilities, full utilization level, strong
brand image and debt free balance sheet. Going ahead we are accessing the impact
of rising steel prices and recent fiscal policies will give certain buoyancy to TSIL.
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Income Statement (Consolidated)

Y E March (Rs m) FY14 FY15 FY16 FY17E FY18E
Net sales 7,822 7,897 5,735 6,022 6,593
Growth (%) (2) 1 (27) 5 9
Operating expenses (6,369) (6,905) (5,512) (5,152) (5,575)
Operating profit 1,453 992 223 870 1,018
Other operating income 0 0 0 0 0
EBITDA 1,453 992 223 870 1,018
Growth (%) 21.0 (31.7) (77.5) 289.8 16.9
Depreciation (178) (129) (129) (135) (148)
Other income 0 0 0 0 0
EBIT 1,276 863 94 735 869
Finance cost (132) (53) (54) 0 0
Exceptional item 0 0 0 0 0
Profit before tax 1,498 1,365 418 1,088 1,342
Tax (current + deferred) (486) (446) (109) (348) (436)
Profit / (Loss) for the period 1,012 919 309 740 906
Associates, Min Int 0 0 0 0 0
Reported net profit 1,012 919 309 740 906
Extraordinary item 354 555 377 353 472
Adjusted net profit 1,012 919 309 740 906
Growth (%) 18 (9) (66) 140 23

Source: Company, IndiaNivesh Research

Balance Sheet (Consolidated)

Y E March (Rsm ) FY14 FY15 FY16 FY17E FY18E
Share capital 154 154 154 154 154
Reserves & surplus 7,072 7,798 7,921 8,507 9,259
Net Worth 7,226 7,952 8,075 8,661 9,413
Minority Interest 0 0 0 0 0
Total Liabilities 2,067 1,777 1,678 1,696 1,754
Non-current liabilities 265 283 344 344 344
Long-term borrowings 0 0 0 0 0
Deferred tax liabilities 218 230 275 275 275
Other Long term liabilities 47 53 69 69 69
Long term provisions 0 0 0 0 0
Current Liabilities 1,802 1,494 1,334 1,352 1,410
Short term borrowings 0 0 0 0 0
Trade payables 959 645 592 610 668
Other current Liabilities 844 850 742 742 742
Short term provisions 0 0 0 0 0
Total Liabilities and Equity 9,293 9,729 9,753 10,357 11,167
Non Current Assets 5,492 5,713 6,614 6,372 6,423
Net Block 1,666 1,676 1,933 1,691 1,742
Goodwill 0 0 0 0 0
Non-current Investments 3,827 4,037 4,681 4,681 4,681
Long-term loans and advances 0 0 0 0 0
Deferred tax Assets 0 0 0 0 0
Other non current Assets 0 0 0 0 0
Current Assets 3,801 4,016 3,139 3,985 4,745
Inventories 619 1,085 324 412 452
Sundry Debtors 261 89 294 198 217
Cash & Bank Balances 2,693 2,515 2,521 3,375 4,076
Other current Assets 0 0 0 0 0
Loans & Advances 229 327 0 0 0
Current Investments 0 0 0 0 0
Total (Assets) 9,293 9,729 9,753 10,357 11,167

Source: Company, IndiaNivesh Research
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Cash Flow Statement (Consolidated)

Y E March (Rs m) FY14 FY15 FY16 FY17E FY18E
Profit before tax 1,498 1,365 418 1,088 1,342
Depreciation 178 129 129 135 148
Change in working capital 339 (701) 722 26 0
Total tax paid (566) (434) (64) (348) (436)
Others 132 53 54 0 0
Cash flow from operations (a) 1,580 413 1,258 901 1,055
Capital expenditure (70) (140) (385) 107 (199)
Change in investments (841) (210) (644) 0 0
Others 0 0 0 0 0
Cash flow from investing (b) (912) (351) (1,030) 107 (199)
Free cash flow (a+capex) 1,510 273 873 1,008 856
Equity raised/(repaid) 0 0 0 0 0
Debt raised/(repaid) 0 0 0 0 0
Dividend (incl. tax) (154) (154) (185) (154) (154)
Others (158) (92) (54) 0 0
Cash flow from financing (c) (320) (240) (223) (154) (154)
Net change in cash (a+b+c) 348 (178) 6 854 702
Reconciliation of Other balances 0 0 0 0 0
Cash as per Balance Sheet 2,693 2,515 2,521 3,375 4,076

Source: Company, IndiaNivesh Research

Key Ratios (Consolidated )

Y E March FY14 FY15 FY16 FY17E FY18E
Adjusted EPS (Rs) 65.7 59.7 20.1 48.0 58.9
Growth 18.4 (9.2) (66.4) 139.6 22.5
Dividend/share (Rs) 10.0 10.0 10.0 10.0 10.0
Dividend payout ratio 15.2 16.8 49.9 20.8 17.0
EBITDA margin 18.6 12.6 3.9 14.5 15.4
EBIT margin 16.3 10.9 1.6 12.2 13.2
Net Margin 129 11.6 5.4 12.3 13.7
Tax rate (%) 32.5 32.7 26.1 32.0 32.5
Debt/Equity(x) 0.0 0.0 0.0 0.0 0.0
Inventory Days 29 50 21 25 25
Sundry Debtor Days 12 4 19 12 12
Trade Payable Days 45 30 38 37 37
Du Pont Analysis - ROE

Net margin 12.9 11.6 5.4 12.3 13.7
Asset turnover (x) 0.9 0.8 0.6 0.6 0.6
Leverage factor (x) 13 1.3 1.2 1.2 1.2
ROE(%) 14.9 12.1 3.9 8.8 10.0
RoCE (%) 17.9 11.0 1.1 8.4 9.3
Valuation (x)

PER 8.8 9.7 28.8 12.0 9.8
PCE 7.5 8.5 20.3 10.1 8.4
Price/Book 1.2 1.1 1.1 1.0 0.9
EV/EBITDA 4.3 6.4 28.5 6.3 4.7

Source: Company, IndiaNivesh Research
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