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We initiate coverage on Nesco Ltd (Nesco) with BUY rating and FY15E price target
of Rs 1,133. Our BUY recommendation is on back of (1) their cash cow asset
(Bombay Exhibition Centre) which has negative working capital cycle, (2) Stability
in business on a/c of higher contribution from lease revenue streams, (3) Unlevered
balance sheet to fund future growth & (4) Stock trading at 47.3% discount to our
FY15E based price target.

Investment Rationale

BEC- cash cow with negative working capital cycle: Bombay Exhibition Centre (BEC),
one of Nesco’s prime assets is the second largest exhibition center in India. BEC’s
huge space of 0.45 mn sq.ft, premium facilities (well designed ventilation rooms,
wi-fi services and centralized air conditioning), proximity to railway stations, hotels,
airports & residential/ commercial areas, positions it as one of the most chased
exhibition locations in the city. This, when coupled with entire exhibition fees
received in advance makes BEC a cash cow with negative working capital cycle.

Building Ill to drive FY14E & FY15E growth: Nesco’s Commercial Building | & Il with
total leasable area of 0.24 mn sq ft is 100% occupied and in the last few years
(except FY12), lease revenues have grown steadily. The company has finished
developing Building-1ll and is ready for occupancy. We expect Building 1l to be 90%
occupied in FY15E & accordingly, expect FY14E & FY15E top-line & bottom-line
numbers to see strong jump.

Surge in Rental Income to assure steady Cash flows: We expect FY14E & FY15E
top-line & bottom-line numbers of Nesco to see a jump, as their Building Il (with
~0.65 mn sq. ft of leasable area) would be 90% occupied in FY15E. With Building IlI
90% occupied, lease revenues from Buildings as % of total revenues would increase
from 21.1% in FY12 to 47.1% in FY15E, assuring stable cash inflows. In other words
dependency on the low margin tools business would reduce over a period of time.

Impressive Balance Sheet: Nesco is zero debt company, despite their asset heavy
real estate business. Company’s cautious approach of developing real estate business
in phased manner has helped them retain the debt free status tag. With IT-Building
Il up for occupancy, we are comforted that Nesco can meet its funding requirements
to build IT Building IV through internal accruals. This prudent execution strategy
insulates Nesco from current toughened macro environment (reduces the business
risk).

Compelling Valuations

At CMP of Rs 769, the stock is trading at FY14E and FY15E, P/BV & P/E multiples of
2.5xand 2.0x & 12.1x and 10.1x, respectively. We have used Sum-of-The-Parts (SoTP)
valuation methodology to arrive at our target price. Excluding the Industrial Capital
Goods business (given its size and contribution to the overall financials), Bombay
Exhibition Center (BEC) & IT Commercial space has been valued on Net Asset Value
(NAV) basis to arrive at FY15E based price target of Rs 1,133. Given the strong 47.3%
upside potential, from current levels, we recommend BUY on Nesco Ltd.

Consolidated Financials
YE March (Rs mn.) Net Sales  EBITDA PAT Equity Cap. EPS(Rs) P/E(x) P/BV(x)

FY11A 1,151.7 7329  686.3 140.9 48.7 15.8 4.8
FY12A 1,266.8 888.4 6734 140.9 47.8 16.1 3.7
FY13E 1,293.9 914.8  690.5 140.9 49.0 15.7 3.1
FY14E 1,738.1 1,2419  891.6 140.9 63.3 12.1 2.5
FY15E 2,149.4 1,504.6 1,075.5 140.9 76.3 10.1 2.0

Source: Company; IndiaNivesh Research

IndiaNivesh Securities Private Limited
601 & 602, Sukh Sagar, N. S. Patkar Marg, Girgaum Chowpatty, Mumbai 400 007. Tel: (022) 66188800

IndiaNivesh Research is also available on Bloomberg INNS, Thomson First Call, Reuters and Factiva INDNIV.



Initiating Coverage | Nesco Ltd.

Come to the exhibition

List of Exhibition Centers in India

Investment Rationale

BEC- Cash Cow with negative Working Capital cycle

Bombay Exhibition Centre (BEC) is 2" biggest exhibition center (~0.45 mn sq.ft.) in
India & biggest in country’s business capital, Mumbai.

List of International Exhibitors

Rank|Name ':f:t.()mn City SI. No.|International Exhibitors || SI. No.|International Exhibitors
1|Pragati Maidan 0.68 [New Delhi 1|UBM/ CMP 5[Messe Dusseldorf
2(Bombay Exhibition Centre (BEC) 0.45 |Mumbai 2|Reeds 6[Messe Frankfurt
3|Bangalore International Exhibition Centre 0.43 [Bangalore 3|Montgomery 7[Koeln Messe
4]India Expo Centre 0.30 |Gr. Noida 4)IIR 8|Messe Nurnberg
5[Renaissance Mumbai Convention Centre 0.23 [Mumbai Source: Company; IndiaNivesh Research

Source: Company; IndiaNivesh Research

BEC'’s proximity to railway stations, hotels, airports, commercial/ residential areas;
large exhibition space (~0.45 mn sq.ft.); premium offerings inclusive of well designed
ventilation rooms, wi-fi services & centralized air conditioning, make it one of the
most chased exhibition destinations (esp. by international exhibitors).

Top 10 Exhibitors (9 of the 10 are International exhibitors) a/c for ~70% of exhibition
revenues, whereas remaining 30% is from smaller price sensitive domestic
exhibitors. All the top 10 exhibitors tend to use the entire ~0.45 sq.ft. exhibition
space. In Mumbai no exhibitor offers ~0.45 mn sq.ft. (ex. Parking space) of exhibition
space, next being Renaissance Mumbai Convention Centre & Nehru Centre (each,
with less than 0.30 mn sq. ft. of exhibition space). This positions BEC as one of the
favorites amongst International exhibitors (contribute ~55% of BEC yearly revenues).
Also, exhibition conducted by Gems & Jwellery Export Promotion Council (GJEPC)
requires strong security systems and larger space to host an exhibition. Given that
BEC is only competent player to address both issues, we are assured about 70%
revenue stickiness to BEC revenues (GJEPC a/c’s for ~15% of BEC revenues).

In FY12E, BEC registered occupancy of ~170 days, indicating effective utilization of
let-out space, as remaining ~195 days fetch non-exhibition fees. Fees charged vary
between Rs 150-220/ sg. m. / day as pricing is based on range of factors such as,
whether the hall is a/c or non-a/c; booking is for peak or non-peak time period,
etc.).

In the previous global crisis (2008-09), BEC reported average occupancy of 105-140
days. Given, that BEC has already let-out spaces for FY14E and H1FY15E (at same
rates as in FY13E; prices last revised during FY12 & FY13), we sense that business
risk of the company is much less for the next 1-1.5 years.

Given the large space offering for the exhibition business, competitive pricing (Nesco
follows price revision once every 3 years) amongst peers, location proximity, we
are comforted that no Exhibition Centre in Mumbai can take away top 10 clientele
of BEC (indicating strong market positioning amongst large exhibitors). Even the
upcoming Vashi Exhibition Centre (owned by CIDCO) with less than 0.3 mn sq. ft.
would not eat in to top 10 clients of BEC.

The only risk comes from ~30% of BEC revenues, where smaller exhibitors decision
is influenced by pricing. By resorting to pricing discounts there exists some risk of
loss of business from smaller exhibitors (with less than 0.25 mn sq. ft. of requirement)
as they may move to smaller exhibition centers.

A major chunk of Exhibition Fees is received in advance, before an exhibition
commences (cancelation fees of up to 25%), indicating that Exhibition business by
its very nature has negative working capital cycle. Cash flows generated in the current
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Payment and Cancellation Details

. Exhibition | Cancellation
Duration
Fees Charges

1 month 10% 100%

3 months 30% 80%

6 months 25% 50%

12 months 20% 25%
Initial booking 15% 0%

Note: Duration represents before period (for payment)
and after period (for cancellation).
Source: Company, IndiaNivesh Research

IndiaNivesh Research

toughened macro outlook is positive for the company as the cash generated here
could be deployed towards construction works of upcoming Building IV (indicating
no need for debt).

On a whole, BEC is a cash cow with negative working capital cycle and in our view it
would support funding requirements of Building IV, thereby, there won’t be any
stress on company’s balance sheet.

Building Ill to boost FY14E & FY15E growth

Nesco currently has 100% occupancy at its Commercial Buildings | & Il (total leasable
area of 0.24 mn sq ft). In the last few years (exceptin FY12), Nesco witnessed steady
revenue growth from these 2 Buildings. Nesco’s recently developed Building-Ill is
ready for occupancy. We expect this building to start revenue contribution from
Q2FY14E-end onwards (vs. management expectations of Q1FY14E). Nesco has been
following the strategy of making leases to large ticket clients at relatively lower
rates, keeping in mind the over-supply scenario in the Commercial Real Estate
inventory and slow-down seen across broader economy.

Despite the current over-supply scenario, Nesco is able to maintain 100% occupancy
levels at Building | & II. Also, Nesco has seen commitments from 3-4 large BFSI
clients, who intend to set-up their back-office operations at Building Ill. Notably all
these 3 Buildings are to be let out at Rs 95/sq ft/month.

Unlike other real estate players, we expect 90% occupancy rates for Building Il in
FY15E, owing to conservative lease rates offered by the company, which captures
(1) lower cost of construction vs. the peers, (2) inviting large ticket clients to occupy
& revising the rates by ~5% every year (which is below inflation levels). On a whole,
we expect Nesco’s Realty segment to report FY14E and FY15E top-line of Rs 663.5
mn and Rs 1,013 mn, respectively, indicating, 59.9% CAGR during FY12-15E.

Revenue Split between Building I, Il & upcoming Il (Rs mn)

800 -
700 A
600 A

500 A
400 - 337 376
267 274 287 302

300 A 230

200 A
100 4

0 0 0 0
0 T T T T T

FY10E FY11E FY12E FY13E FY14E FY15E

Building | & Il M Building IlI

Source: Company; IndiaNivesh Research

Assured and Stable cash flows generated

Nesco has 2 revenue streams, namely, lease revenues and product sales from
Industrial capital goods business. In FY12, lease revenues & industrial capital good
revenues accounted for 81.3% & 18.7% of total revenues, respectively. With Building
Il being 90% occupied in FY15E, we expect lease revenue contribution to total
revenues to increase to 88.4% by FY15E.

Further, if we look at FY12 lease revenues split, assured revenues from Buildings
a/c for 25.9% and revenues from BEC a/c for 74.1%. With Building-111 90% occupied
(in FY15E), we expect such contribution of lease revenues from Buildings (to total

April 1, 2013 | 3
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lease revenues) to increase to 53.5% by FY15E. This eliminates any business risk
originating from Exhibition’s business.

With contribution of lease revenues to total business increasing, we expect
company’s dependence on low margin tools business to reduce, we are assured of
revenue stickiness, stable cash inflows and lower business risk.

Rev. Split (Rs mn): Lease Revenues as % of Total Revenues Rev. Split (Rs mn): Buildings Rental as % of Total Rental Revenue
2,500 7 88% 90% 2,000 1 60%
88% 1,800 1
9
2,000 1 86% 1,600 1 50%
84% J
. 1,400 0%
1,500 1 3 1200 1 949
80% )
1,000 1 30%
78%
1,000 - 6% 800 1 .
600 - 20%
74% 1,0130
1 1,030 1,062 | 013,
500 0 994 72% 400 0%
70% 2001 Feee 3374 267.2 27356
0 t 68% 0 : . . . . b 0%
FY10A FY11A FY12A FY13E FY14E FY15E FY10A FY11A FY12A FY13E FY14E FY1SE
Rental Rev.  HEEM Cap.Good Rev. === Lease revenuesas % of Total revenues I BEC Rental Buildings Rental === Buildings Rental as % of total rental revenue

Source: Company; IndiaNivesh Research

Source: Company; IndiaNivesh Research

Unlevered balance sheet and prudent execution to fund
future growth

Nesco is a zero debt company, despite being present in an asset heavy real estate
business. Nesco’s cautious approach of developing Building Il post stabilization of
Building | & Il has helped the company remain debt free. Notably, this is despite
toughened macro-economic scenario. With 90% of Building Il likely to be occupied
in FY15E, we expect regular cash flows being generated to be diverted towards the
development of Building IV (with leasable area of ~1.2 mn sq.ft). With total project
cost of Building IV being at ~Rs 2.5 bn, we expect the cost of construction to be at
~ Rs 2,100/ sq. ft (lower than the peers). With IT Building I, Il & Ill combined
generating PAT of ~Rs 1.5 bn in next 3 years (FY14E-16E), coupled with investments
to the tune of Rs 2.5 bn (at FY13-end), comforts us that, funding Building IV project
would be met through internal accruals. This prudent execution strategy insulates
the company from any debt piling up on the books.

IndiaNivesh Research
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Assumption

Specification Value
Discount rate 12%
Cap rate 9%
FY13E rent/sq m/day (approx.) 160
FY13E Occupancy (days/ year) 170
Hike in Rent / 3 years 10%

Source: IndiaNivesh Research

Assumption

Specification Value
Discount rate 11%
Cap rate 9%
Avg. rent/sq ft/month 95
Current Occupancy 100%
Peak Occupancy 100%
Hike in Rent / year 5%

Source: IndiaNivesh Research

Assumption

Specification Value
Discount rate 12%
Cap rate 9%
FY14E rent/sq ft/month 95
FY14E-end Occupancy 50%
FY15E-end Occupancy 90%
Hike in Rent / year 5%

Source: IndiaNivesh Research

Assumption

Not included in current valuation

Understanding the Valuations

We have valued Nesco based on Sum-of-The-Parts (SoTP) methodology, given its
diversified nature of business, where for lease revenues business we have used Net
Asset Value (NAV) methodology. Given the smaller size of the Tools business (to
contribute 11.6% of FY15 revenues), we have excluded it from valuation exercise.

BEC: Bombay Exhibition Centre (BEC) is cash cow & prime asset of Nesco. Itis India’s
second biggest exhibition centre with total leasable area of ~0.45 mn sq. ft. Given
their state of the art facilities, and proximity to airports, stations, hotels, BEC has
been able to conduct large international exhibitions (clients include UBM, Reeds
and Montgomery to name a few). It held ~ 120 trade fairs and exhibitions in FY12
and had occupancy of ~170 days. In the previous global crisis (2008-09), BEC reported
average occupancy of 105-140 days. Given, that BEC has already let-out spaces for
FY14E and H1FY15E (at same rates as in FY13E; prices last revised during FY12 &
FY13), we sense that business risk of the company is much less for next 1-1.5 years.
Also, BEC’s conservative pricing policy supports higher occupancy rate of ~170 days
(maximum occupancy attainable, given the very nature of business). Unlike its peers,
BEC has a policy of hiking the fee rates by 10% once every 3 years (next price revision
due in FY15-FY16). Given that exhibition industry’s growth is very much linked to
outlook of the international economy we have used higher discount rate of 12%
and a cap rate of 9% to arrive at the fair value of BEC. Thus, we derived NAV of
Rs 6.5 bn for BEC and accordingly arrived NAV per share of Rs 465.

Building | & II: Building | & Il combined have leasable area of 0.24 mn sq. ft. The
entire 0.24 mn sq. ft. of leasable area has been leased out. Except in FY12
(Schlumberger vacated, total leasable area declined as building was restructured),
the company has reported steady growth in lease revenues from these two buildings.
The average lease rates for the leased out area is at Rs 95/ sq. ft./ month, lower
than lease rentals being offered by Oberoi and other realtors in nearby areas in the
range of Rs 100 -125 / sq. ft./ month. We are of the view that, lower lease rates
charged by Nesco is owing to (1) Over-supply of Commercial space in Mumbai
(especially in Goregaon & nearby areas) and (2) impact of lower construction
spending (vs. the peers). Given the steady and certain cash flows generated from
this asset, we have preferred lower discount rate of 11% and assigned a cap rate of
9% to value the Buildings. Accordingly, we have arrived at NAV of Rs 2.1 bn and NAV
per share of Rs 155.

Building lll: Nesco recently finished developing Building I, with total leasable area
of ~0.65 mn sq. ft. The company has already signed KPMG and is in the process of
closing 3-4 MNC'’s (from BFSI vertical), who intend to open their back-office
operations. We expect entire Building to be let out and 90% peak occupancy from
FY15E onwards. Nesco management sounded confident to close the deals at average
lease rates of ~“Rs 100/ sq ft/ month (vs. our assumption of Rs 95/ sq. ft/ month) by
Q1FY14E-end. Again given their lease rates vs. peers, and strategy of capturing large
ticket clients, indicates more certainty in cash flow prediction, further comforts us
that this business could be fairly valued at 12% discount rate and at a cap rate of
9%, to arrive at NAV of Rs 4.6 bn and NAV per share of Rs 326.

Building IV: Nesco has been drawing plans for IT Building IV with total leasable area
of ~1.2 msf over the last few quarters. Nesco currently is finalizing architecture
plans and is expecting to get requisite approvals sooner. Management expects to
start construction works on this project in H1FY14E (vs. our expectations of
construction works starting in H2FY14E and ready for fit-outs by H2FY16E). However,
given the early stages of the project and the uncertainties, we have not included
value of this project in our target price derivation.

Industrial Capital Goods: Nesco has a single plant that manufactures various
engineering products such as forging hammers and presses, blow room lines, high
production cards for textile industry. Nesco has long term contracts with reputed
clients such as BHEL, NACLO and BEML to name a few. This business segment was
in the red in FY11, and from there-on has it has returned to profitability (except in

IndiaNivesh Research
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Q3FY13 where again at EBIT level it was in red). This segment reported FY12 revenues
of Rs 168.2 mn (18.7% of consolidated revenues) and EBIT of Rs 24.4 mn (2.5% of
consolidated EBIT). To come out with more efficient, better quality products, widen
product portfolio and improve segment margins Nesco is in the process of
establishing Research Centre, which in our view shall commence operations in FY14E.
Given the commoditized nature of business, higher dependency on macro outlook,
and the insignificant contribution to earnings, we have excluded this business from
our valuation exercise.

Further, we expect the company to have a cash and current investments of Rs 54 mn
and Rs 2.5 bn at FY15E-end, which translates to per share value of Rs 186.

All the businesses discussed above (based on SoTP basis) adds up to per share
intrinsic value of Rs 1,133. Our SoTP analysis indicates that 42.5% (i.e. Rs 481/ share)
of derived value would come from Buildings segment, which generates steady stream
of lease revenues. Thereby, we remain comforted by any major downside risk from
current levels for Nesco.

Target Price Split up (Rs per share)

186

326

B BEC M TBuilding I &I IT Building 1l Cash and cash equivalents

Source: IndiaNivesh Research

At CMP of Rs 769, the stock is trading at FY14E and FY15E, P/BV & P/E multiple of
2.5x and 2.0x & 12.1x and 10.1x, respectively. After taking into account following
factors (1) Building IIl to drive FY14E and FY15E revenue growth, (2) market
leadership position in Exhibitions space & (3) the practice of prudently developing
land and maintaining healthy balance sheet, we strongly believe that the stock is
trading at attractive valuations. We initiate Nesco with BUY rating 24-month price
target of Rs 1,133, reflecting 47.3% upside from current levels.

IndiaNivesh Research
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Segmental Revenue

Understanding the Financials

Nesco reported 11.5% CAGR growth in its top-line during FY10-12 to Rs 1.2 bn.
Slow-down in top-line is partly owing to loss of revenues from Schlumberger (total
leasable area declined as building was restructured). BEC registered 18.8% CAGR
during FY10-12 and contributed ~60% of FY12 consolidated revenues.

We expect the top-line of the company to grow at 19.3% CAGR during FY12A-15E
mainly due to (1) Building-Ill to start contributing to revenues from H2FY14E onwards
and (2) 4.9% CAGR in BEC revenues during the same period. Further, Industrial
capital goods business is expected to report 2.6% CAGR during FY12A-15E due to
slow-down in economy, thereby delaying the benefits flowing-in from new research
centre.

Income Statement

Rs mn FYI0A| FVI1A] FVI2A|  FYI3E|  FYI4E[  FYISE Rs mn FYI0A| FYI1A] FVI2A|  FYI3E|  FYI4E[  FYISE
BEC 5004 652| 7630 7885| 8336| 8813 Net Sales 10183 | 1150.7] 12668 12938] 1,7381| 21495
Buildings 295 3374|2672 236| 6635| L0127 EBITDA 0430 7329| 8884| 9148| 12419 15046
Industrial Cap. Goods 283 1581| 2366| 23L7| 2410| 2555 Dep. & Amort. 29| 06| 32| M3| 89| 94l
Net Sales 10183 1,1507| 12668 | 12938| 17381 2,149.5 Int. Exp. 128 6.2 137 15.0 200 210

Other income 1799 182| 1280 1350 1450 1570
As % of Net Sales PBT 7873 10002 9682| 9935| 12829 15475
BEC 531%| 57.0%| 60.2%| 60.9%| 48.0%| 41.0% Taxes 741 3139 2949| 3030| 3913| 4720
Buildings 2550 293%| 21%| 2L1%| 382 47.1% PAT 5501 6863| 6734| 690.5| 89L6| L0755
Industrial Cap. Goods 244%| B7%| 187%| 179%| 139%| 11.9% EPS (Rs.) 781 M87| 48| 40| 633 763

Source: Company; IndiaNivesh Research

IndiaNivesh Research

Source: Company; IndiaNivesh Research

The company has reported 10.6% CAGR growth in its bottom-line during FY10-12
to Rs 673.4 mn. Debt free status of the company when coupled with their negative
working capital cycle across the exhibitions business helped them report 53.2% net
profit margins for FY12. Increase in marketing, registration and architecture design
costs for Building Ill & 1V, practice of increasing exhibition rates once every 3 years
(vs. yearly inflation rate of 7-8%), our conservative other income estimates, should
lead to slight margin compression for the company. We expect Nesco to report
FY14E & FY15E PAT margins of 51.3% and 50.0%, respectively.

PAT (Rs mn) and PAT Margins (%)

1,200 1 - 62.0%
- 60.0%
1,000
- 58.0%
800 - - 56.0%
- 54.0%
600 A 54.0%
53.2% 53.4% - 52.0%
400 4 51.3% - 50.0%
50.0%
- 48.0%
200
- 46.0%
550.1 686.3 673.4 690.5 891.6 1,075.5
0 : : . . . 44.0%
FY10A FY11A FY12A FY13E FY14E FY15E

PAT e PAT Margins

Source: Company; IndiaNivesh Research
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Balance Sheet

With no debt on the books, we look upon Nesco to be very well positioned amongst
its peer’s in real estate development, who have been reeling under heavy stress on
their balance sheets. Given their prudent execution strategy, we are comforted that
they would be able to fund the project cost of Building IV (~*Rs 2.5 bn), through
internal accruals. We assume that of the total Rs 2.5 bn capex towards Building IV,
Rs 630 mn and Rs 400 mn would be spent in FY14E and FY15E, respectively, with
the remaining in FY16E.

Post execution of Building Ill, we remain impressed with Nesco’s current unlevered
balance sheet status, given their impressive cash & investments balance of ~Rs 2.5
bn (at Q2FY13-end). Again after adjusting for spends towards Building IV, Tools
business R&D centre, when coupled with cash flows generated from BEC and Building
leases, we expect Nesco to be left with cash & current investments surplus of
Rs 2.5 bn (by FY15E-end; reflecting cash flow from operations to the tune of Rs 733
mn in FY14E). This provides the company with the required monetary resources in
taking future decisions to grow its business.

Balance Sheet

Rs mn FY11A FY12A FY13E FY14E FY15E
Share Capital 140.9 140.9 140.9 140.9 140.9
Reserves & Surplus 2,136.8| 2,760.4| 3,3923| 4,185.6| 5,146.6
Non-current liabilities 411.0 370.7 371.2 403.3 4433
Current Liabilities 446.8 538.7 576.6 661.1 7324
Total Equity & Liabilities 3,135.5| 3,810.7| 4,481.0| 5,3909| 6,463.3
Net block 1,1329| 1,476.7| 1,690.2| 2,392.1| 3,478.8
Other Non-current assets 18.9 12.4 12.4 12.4 12.4
Current Assets 1,983.7 2,3215| 2,778.3| 2,986.4| 2,972.0
Total Assets 3,135.5| 3,810.7| 4,481.0| 5,3909| 6,463.3

Source: Company; IndiaNivesh Research

Risks & Concerns

[ In the previous global crisis (2008-09) BEC segment witnessed average
occupancy of 105-140 days. BEC business is already booked for FY14E and
H1FY15E. Although business risk of the company is much less for next 1-1.5
years, any prolonged weakness in domestic/ international macro environment
may impact top-line of BEC, as it is very much linked to dispensable income in
economy and corporate spending on promotion and advertisements.

| Weaker than anticipated pick-up in demand for IT commercial space may
impact the occupancy rate of up-coming Building Il and hence the financials.

IndiaNivesh Research
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Consolidated Financial Statements

Income statement

Balance sheet

Y E March (Rs mn) 2011A 2012A 2013E 2014E 2015E Y E March (Rs mn) 2011A 2012A  2013E 2014E 2015E
Net sales 1,151.7 1,266.8 1,293.9 1,738.1 2,149.4 Share Capital 140.9 140.9 140.9 140.9 140.9
Growth % 10.0% 2.1%  343%  23.7% Reserves & Surplus 2,136.8 2,760.4 3,392.3 14,1856 5,146.6
Raw materials expenses 113.6 123.0 116.4 156.4 223.5 Net Worth 2,277.7 2,901.3 3,533.2 4,326.5 5,287.5
Employee Expenses 48.5 61.7 62.1 80.0 101.0 Deferred tax liabilities 8.6 8.5 8.5 8.5 8.5
SG&A Expenses 210.1 152.7  161.7 207.7 255.8 Long term liabilities & provisions 402.4 362.2 362.7 394.8 4349
Other expenses 46.6 41.0 38.8 52.1 64.5 Non-current liabilities 411.0 370.7 371.2 403.3 4433
Total Operating Expenses 418.8 3784 379.1  496.2 644.8 Trade payables 71.6 79.1 82.7 115.9 155.2
EBITDA 7329 8838.4 914.8 1,2419 1,504.6 Short term liabilities & provisions 369.2 459.6 493.9 545.2 577.1
Growth % 21.2% 3.0% 358%  21.2% Current liabilities 446.8 538.7 576.6 661.1 732.4
EBITDA Margin % 63.6% 70.1% 70.7% 71.5%  70.0% Total Equity & Liabilities 3,135.5 3,810.7 4,481.0 53909 6,463.3
Depreciation & Amortisation 22.6 34.2 413 83.9 93.1
Other operating Income 11.9 17.8 15.0 15.0 15.0 Gross Block 1,425.7 1,801.6 2,056.9 2,843.2 4,023.5
Other Income 106.4  110.2 120.0 130.0 142.0 Accumalated Depreciation 292.8 324.9 366.7 451.1 544.7
EBIT 828.6 982.2 1,008.5 1,302.9 1,568.5 Net Block 1,1329 14767 1,690.2 2,392.1 3,478.8
EBIT Margin % 71.9% 77.5% 77.9%  75.0% 73.0% Non-current investments 03 03 03 03 03
Interest 6.2 13.7 15.0 20.0 21.0 Long term loans & advances 18.5 12.1 12.1 12.1 12.1
Exceptional items (177.7) 0.2 0.0 0.0 0.0 Non-current assets 1,151.8 1,489.2 1,702.7 2,4045 3,491.2
PBT 1,000.2 968.2 993.5 1,282.9 1,547.5 Current investments 1,585.5 2,101.3 2,500.0 2,650.0 2,565.0
Tax 313.9 2949 303.0 3913 472.0 Inventories 46.3 44.1 43.1 55.5 77.6
Effective tax rate % 31.4% 30.5% 30.5% 30.5%  30.5% Trade receivables 95.1 81.2 82.7 111.0 125.4
Profit after tax 686.3 673.4  690.5 891.6 1,075.5 Cash & Bank Balance 101.6 42.5 122.6 49.8 54.0
Extra-ordinary items 0.0 0.0 0.0 0.0 0.0 Loans & advances 152.6 52.0 30.0 120.0 150.0
PAT 686.3 673.4 690.5 891.6 1,075.5 Other Current Assets 2.6 0.4 0.0 0.0 0.0
Growth% -1.9% 2.5% 29.1%  20.6% Current assets 1,983.7 23215 12,7783 29864  2,972.0
PAT margin % 59.6% 53.2% 53.4% 51.3%  50.0% Total Assets 3,135.5 3,810.7 4,481.0 53909 6,463.3
Cash flow Key ratios
Y E March (Rs mn) 2011A 2012A 2013E 2014E 2015E Y E March 2011A 2012A 2013E 2014E 2015E
Profit before tax & exceptional items 822.4 968.5 9935 1,2829 15475 Adj. EPS (Rs) 48.7 47.8 49.0 63.3 76.3
Cash EPS (Rs) 50.3 50.2 51.9 69.2 82.9
Depreciation & Amortisation 226 34.2 413 83.9 93.1 DPS (Rs) 3.3 3.0 3.5 4.0 4.5
Other adj. prior to WC changes (55.8) (81.9)  (105.0)  (110.0) (121.0) BVPS (Rs) 161.6 2059 250.7  307.0 375.2
Changes in working capital 202.1 176.9 59.8 (46.3) 48
Tax, dividend and exceptional Items (207.1)  (372.1)  (375.5)  (477.0)  (566.9) ROCE (%) 36.4 33.9 28.5 30.1 29.7
Cash flow from operations 784.1 725.6 614.0 733.6 957.5 ROE (%) 30.1 23.2 19.5 20.6 20.3
Capital expenditure (529.0)  (381.5)  (255.3)  (786.3) (1,180.3)
Free Cash Flow 1,313.1  1,107.0 869.3  1,519.9 2,137.8 Inventories days 14 13 12 12 13
Sundry debtors days 30 23 23 23 21
Other Income 70.9 103.7 120.0 130.0 142.0 Trade payables days 24 22 23 24 26
Inc./Dec. in Investments (246.5)  (506.9)  (398.7)  (150.0) 85.0
Cash flow from investments (704.5)  (784.7)  (534.0) (806.3)  (953.3) PER (x) 15.8 16.1 15.7 12.1 10.1
P/BV (x) 4.8 3.7 3.1 2.5 2.0
Cash flow from Financing 0.0 0.0 0.0 0.0 0.0 EV/EBITDA (x) 14.6 12.1 11.7 8.7 7.2
Dividend Yield % 0.4 0.4 0.5 0.5 0.6
Net change in cash 79.6 (59.1) 80.1 (72.7) 4.2
Cash at the beginning of the year 22.0 101.6 42.5 122.6 49.8 M-Cap/Sales (x) 9.4 8.6 8.4 6.2 5.0
Net Debt/Equity (x) 0.0 0.0 0.0 0.0 0.0
Cash at the end of the year 101.6 42.5 122.6 49.8 54.0 Net Debt/EBITDA (x) -0.1 0.0 -0.1 0.0 0.0

Source: Company; IndiaNivesh Research
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Disclaimer:

The projections and the forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant
uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which
the projections are forecasts were based will not materialize or will vary significantly from actual results and such variations will likely increase over the period of
time. All the projections and forecasts described in this report have been prepared solely by authors of this report independently. All the forecasts were not
prepared with a view towards compliance with published guidelines or generally accepted accounting principles.

This report is for information purpose only and this document / material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or
subscribe to any securities, and neither this document nor anything contained therein shall form the basis of or be relied upon in connection with any contract or
commitment whatsoever. This document does not solicit any action based on material contained herein. It is for the general information of the clients of INSPL.
Though disseminated to the clients simultaneously, not all clients may receive this report at the same time. It does not constitute a personal recommendation or
take into account the particular investment objective, financial situation or needs of individual clients. Persons who may receive this document should consider and
independently evaluate whether it is suitable for its/ his/ her / their particular circumstances and if necessary seek professional / financial advice. Any such person
shall be responsible for conducting his / her/ its/ their own investigation and analysis of the information contained or referred to in this document and of evaluating
the merits and risks involved in securities forming the subject matter of this document. The price and value of the investment referred to in this document / material
and income from them may go up as well as down, and investors may realize profit / loss on their investments. Past performance is not a guide for future performance.
Actual results may differ materially from those set forth in the projection. Forward-looking statements are not predictions and may be subjected to change without
notice. INSPL accepts no liabilities for any loss or damage of any kind arising out of use of this report.

This report / document has been prepared by INSPL based upon the information available to the public and sources believed to be reliable. Though utmost care has
been taken to ensure its accuracy, no representation or warranty, express or implied is made that it is accurate. INSPL has reviewed this report and, in so far as it
includes current and historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Following table contains the disclosure of interest in order to adhere to utmost transparency in the matter;

Disclosure of Interest Statement

1. Analyst ownership of the stock Yes
2. Group/Directors ownership of the stock Yes
3. Broking relationship with company covered No
4. Investment Banking relationship with company covered No

This information is subject to change without any prior notice. INSPL reserves the right to make modifications and alternations to this statement as may be required
from time to time. Nevertheless, INSPL is committed to providing independent and transparent recommendations to its clients, and would be happy to provide
information in response to specific client queries.

IndiaNivesh’

fipust:..... we earn it.

IndiaNivesh Securities Private Limited

601 & 602, Sukh Sagar, N. S. Patkar Marg, Girgaum Chowpatty, Mumbai 400 007.
Tel: (022) 66188800 / Fax: (022) 66188899
e-mail: research@indianivesh.in | Website: www.indianivesh.in

IndiaNivesh Research April 1, 2013 | 10

IndiaNivesh Research is also available on Bloomberg INNS, Thomson First Call, Reuters and Factiva INDNIV.




	Investment Rationale
	Understanding the Valuations
	Understanding the Financials
	Risks & Concerns
	Consolidated Financial Statements


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


