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Ramp-up issues continue, maintain hold 
We maintain Hold on Sesa Sterlite (SSLT) with a target price of Rs240 as we believe 
that positives like i) long pending HZL & BALCO stake purchase and ii) higher 
volumes across assets are factored in at current valuations whereas headwinds of 
i) higher costs, ii) continued delay in ramp-up of completed projects and iii) high 
debt with skewed EBITDA profile are key risks to earnings. Operational 
performance remained below expectations in Q2FY15 due to subdued 
performance of power operations. Positive impact of higher LME and strong metal 
premiums was negated by higher CoP at aluminium operations due to higher coal 
and alumina costs (which is expected to continue in near term).  

� Costs shoot up in aluminium and power businesses: Domestic zinc operations 
saw pick up in MIC by ~30% QoQ and hence lower costs but low volumes at Zinc 
International resulted in higher CoP. Higher coal and alumina costs further 
increased the aluminium CoP at both BALCO (up 14% QoQ) and VAL (up 6.4% QoQ). 
Costs at copper operations went down sharply due to operational efficiencies while 
power operations at SEL suffered due to coal supply issues and operated at a low 
PLF of 38% which increased CoP by ~30% QoQ. Management expects coal sourcing 
to remain challenging in near term and we do not expect material fall in CoP at 
aluminium and merchant power operations in near term. 

� Operational performance lower than expected: Consolidated EBITDA was 5.6% 
lower than our estimates due to lower than expected operating profits from power 
operations. Despite higher margins from zinc, copper and iron ore businesses 
margins stood at 32.4% (flat QoQ) and were affected negatively by a drop in 
profitability at Cairn. Group PAT at Rs16.6bn was higher than expectations due to 
lower amortization and lower tax rate.  

� Project commissioning slow with low return potential; upcoming coal block 
auction holds the key: VAL’s 1.25 mtpa smelter remains largely non-operational 
due to want of captive bauxite/alumina and power and only 50 pots are expected to 
be started in FY15. Though BALCO’s 325ktpa smelter is partially commissioned (84 
pots on-stream) further ramp up is dependent on the start of 1200 MW power plant 
which is still awaiting approvals. We expect poor returns from these projects in 
medium term due to lack of integration. However, we see opportunity for SSLT to 
ensure coal security by procuring suitable coal blocks in the upcoming auctions but 
wait for the auction completion to factor in the impact. 

� Valuation and risks – maintain hold: We arrive at SOTP fair value of Rs240 (vs 
Rs245 earlier) for SSLT based on Sep’16E earnings after factoring in marginal 
reduction in our EBITDA estimates. Though clarity on stake purchase of HZL & 
BALCO by SSLT is still to emerge completely, we continue to factor in full stake 
buyouts in our SOTP valuation. Maintain Hold. Key risks to our call are sharp increase 
in metal prices and quick ramp-up in power and aluminium projects.   

(Rs bn) Q2FY15 Q2FY14 YoY% Q2FY14P QoQ% Q2FY15E Var % 

Net Sales 195.5 180.3 8.5  171.4 14.1  197.0 (0.7) 
Total Expenditure 132.2 110.7 19.4  115.3 14.6  130.0 1.7  
EBITDA 63.3 69.6 (9.0) 56.0 12.9  67.0 (5.6) 
Margin % 32.4 38.6 (16.1) 32.7 (1.0) 34.0 (4.9) 
Depreciation 15.3 14.0 9.7  15.4 (0.7) 14.9 2.9  
Amortisation of goodwill 4.7 6.5 (28.3) 5.2 (9.8) 6.0 (21.8) 
EBIT 43.2 49.0 (11.8) 35.4 22.2  46.1 (6.2) 
Forex loss/(gain) (2.6) (2.4) 10.6  -1.4 83.8  0.0 

 Interest cost 14.7 14.7 (0.1) 15.4 (4.3) 15.1 (2.6) 
Other Income 6.9 4.6 49.5  12.1 (43.3) 8.9 (22.8) 
Exceptional items 0.9 0.6 

 
16.3 

 
0.0 

 PBT 37.1 39.2 (5.3) 17.2 115.0  39.9 (7.1) 
Tax 5.6 5.0 11.8  3.6 54.9  7.2 (22.0) 
PAT 31.5 34.2 (7.9) 13.6 130.9  32.7 (3.8) 
Less: Minority Interest 15.3 20.1 (24.1) 9.9 54.7  17.2 (11.1) 
PAT-adj. attributable (Group)* 16.6 14.4 15.5  13.4 23.6  15.5 6.8  

Source: Company, Centrum Research, P-Proforma, * adjusted for  Exceptional items 

 Target Price Rs240  Key Data  

CMP* Rs255  Bloomberg Code SSLT IN 

Downside 4.1%  Curr Shares O/S (mn) 2,964.7 

Previous Target Rs245  Diluted Shares O/S(mn) 2,964.7 

Previous Rating Hold  Mkt Cap (Rsbn/USDbn) 757/12.3 

Price Performance (%)*  52 Wk H / L (Rs) 318.4/168.9 

 1M 6M 1Yr  5 Year H / L (Rs) 468.4/117.7 

SSLT  IN (5.7) 34.0 27.1  Daily Vol. (3M NSE Avg.) 5737268 

NIFTY 1.7 20.5 30.1    

*as on 29 October 2014; Source: Bloomberg, Centrum Research 

 

Shareholding pattern* (%) 

 Sept-14 Jun-14 Mar-14 Dec-13 

Promoter 59.2 57.1 55.0 55.0 

FIIs 17.1 17.5 18.0 17.0 

Dom. Inst. 5.9 6.6 7.5 8.4 

Public & Others 17.8 18.9 19.6 19.7 

Source: BSE, *as on 29 October 2014 

 

Earnings revision  

Particulars 
(Rs bn) 

FY15E FY16E 

New Old Chg (%) New Old Chg (%) 

Sales 806.2 831.5 (3.1) 913.6 931.6 (1.9) 

EBITDA 269.4 279.0 (3.4) 291.4 302.1 (3.5) 

EBITDA Margin (%) 33.4 33.6  31.9 32.4  

PAT-adj. 57.0 61.0 (6.7) 72.3 73.5 (1.6) 

Source: Centrum Research Estimates 

 

Centrum vs. Bloomberg Consensus* 

Particulars 
(Rs bn) 

FY15E FY16E 

Centrum BBG Chg (%) Centrum BBG Chg (%) 

Net Sales 806.2 796.2 1.3 913.6 895.5 2.0 

EBITDA 269.4 273.8 (1.6) 291.4 303.7 (4.0) 

PAT-adj. 57.0 68.0 (16.2) 72.3 85.7 (15.6) 

 

Bloomberg Consensus Centrum 
Target 
Price 
(Rs) 

Variance 
(%) BUY SELL HOLD 

Target Price 
(Rs) 

19 9 9 295 240 (18.7) 

*as on 29 October 2014 Source: Bloomberg, Centrum Research Estimates 
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Y/E Mar (Rsbn) Revenue YoY (%) EBITDA EBITDA (%) Adj. PAT YoY (%) Adj. EPS (Rs) RoE (%) RoCE (%) PE (x) EV/EBITDA (x) 

FY14 661.5 (7.8) 203.6 30.8 73.5 1.5 24.8 10.1 11.0 10.3 5.4 
FY15E 806.2 21.9 269.4 33.4 57.0 (22.5) 19.2 7.4 11.9 13.3 3.8 

FY16E 913.6 13.3 291.4 31.9 72.3 26.9 24.4 8.8 12.4 10.5 3.2 

FY17E 982.6 7.6 311.8 31.7 88.3 22.2 29.8 9.9 12.8 8.6 2.6 

Source: Company, Centrum Research Estimates 
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Result and conference call highlights 

Zinc Operations 

� MIC production was lower YoY but picked up by ~30% QoQ to 213kt in line with mine plan. FY15E 
MIC guidance was maintained and open pit life of Agucha mine has been further increased by 2-3 
years through deepening off the open pit. 

� Metal premiums have seen firming up in both global and domestic markets and zinc premiums 
stood at ~US$340/t. 

� Outlook for zinc and lead prices remain strong on account of expectations of higher deficits 
globally in the next few years due to lower mine supply. 

� International zinc operations disappointed with volumes going down by 26% YoY to 79kt on 
account of unplanned maintenance activities at Skorpion which also led to increase in CoP. FY15E 
production guidance of ~345kt and feasibility study at Gamsberg is in final stages with indication 
of expected capex of ~US$1bn for integrated project of Gamsberg & Skorpion with capacities of 
250ktpa and 150ktpa. 

Copper Operations 

� Copper smelter production was strong at 100kt (up 22% YoY) led by operational efficiencies and 
capacity utilization of 90%+ is expected going ahead. 

� TcRc remains strong and contribution from the power plant is further supporting earnings. 
Management has pointed to strong TcRc going ahead due to increased concentrate supplies in 
the market. However, company’s mining operations in Australia have been put under care and 
maintenance from July’14 and will remain closed till end of FY16. 

Aluminium Operations 

� Volume performance at VAL and BALCO remained stable and above rated capacities with new 
smelter at BALCO producing ~19kt volumes. 84 pots have been started at BALCO and the 
remaining would be started after the start of 1200MW CPP which is still awaiting regulatory 
approvals (expected by Q3-end). 16 pots have been started at VAL out of total of 50 planned for 
FY15.  

� Realizations were robust due to the up-move in LME while metal premiums remained strong and 
Sesa Sterlite realized premium of US$475/t in Q2. CoP at VAL increased to US$1740/t on account 
of higher alumina and coal costs while CoP at BALCO was higher on account of lower linkage coal 
(~7% of total requirement).  

� Management has maintained that challenges in coal procurement would continue in the near 
term but believes that coal costs have peaked in Q2 as linkage supplies from CIL improves in Q3-
Q4 and imported coal costs have also come down further.  

� Management will participate in upcoming coal block auctions but stopped short of speculating on 
valuations and asset potential with a mention that there are many attractive mines in 
Orissa/Chhattisgarh which can be looked at and logistics might not be a major issue. 

� Alumina expansion would be taken up in stages with immediate plans of moving to 2mtpa (no 
significant capex required). Laterite deposits of bauxite have a potential of 0.5mtpa production 
but the project is still in exploration stage only. 

Power Operations 

� Merchant power business remained suppressed by low demand and evacuation constraints and 
net PLF at SEL stood at ~38%.  

� Blended realizations increased QoQ to Rs3.5/unit due to better rates in open access sales while 
CoP stood at Rs2.3/unit. CoP at Jharsuguda was ~Rs2.3/unit on account of lower linkage coal. 

� Reliability run of the 1st unit of 660MW of Talwandi Sabo power project is expected in Q3 and full 
commissioning of all units with ramp-up is expected by end of FY16. 

Iron Ore Operations 

� Karnataka e-auction sales stood at 0.6mtpa but mine is currently closed due to expiry of forest 
clearance in Aug’14.  Goa operations still wait for lease renewals but management has pointed out 
that the operations would hardly be profitable at current international ore prices due to low grade 
ore and high export duty. 

� Liberia operations are still to start as the company is working with the govt. on establishing 
infrastructure solutions and part of the team has been moved out due to Ebola epidemic. 
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Balance sheet and debt 

� Gross debt at Sesa Sterlite was Rs795.3bn as at Sep’14. Net debt has increased from Mar’14 to 
Rs324.2bn.  

� Out of the total loan, Rs401.9bn is in Sesa Sterlite standalone and the balance in other subsidiaries. 
Of the total loan, 40% is in INR terms (~Rs333bn) and balance 60% in US$ (~Rs462bn). 

 

Exhibit 1: Reported debt for the group 

(Rs bn) 
FY13 - Proforma 

 
Mar'14 (Actual) Sep’14 (Actual) 

Debt Cash & LI Net Debt   Debt Cash & LI Net Debt Debt Cash & LI Net Debt 

Sesa Sterlite Standalone 371.5 26.9 344.6   389.4 24.6 364.8 401.9 31.4 370.4 

Cairn Acqustn Debt 277.8 0.5 277.3 
 

306.1 0.5 305.6 269.8 10.2 259.6 

Talwandi Sabo 38.4 0.1 38.4 
 

50.3 0.2 50.1 58.4 0.1 58.3 

Zinc International 0.0 10.7 (10.7) 
 

0.0 12.0 (12.0) 0.0 11.7 -11.7 

HZL 0.0 213.7 (213.7) 
 

0.0 239.4 (239.4) 0.0 254.1 -254.1 

Cairn India 0.0 168.2 (168.2) 
 

0.0 230.2 (230.2) 0.0 161.6 -161.6 

BALCO 43.0 0.0 43.0 
 

47.9 0.0 47.9 53.1 0.3 52.8 

Others* 6.2 0.5 5.7 
 

12.0 1.0 10.9 12.1 1.6 10.5 

Sesa Sterlit Cons 736.9 420.7 316.2   805.7 508.0 297.7 795.3 471.1 324.2 

Source: Company, Centrum Research Estimates * Others include CMT, VGCB, Fujairah Gold & SIIL Inv cos        * Others include CMT, VGCB, Fujairah Gold & SIIL Inv cos 

 

Exhibit 1: EBITDA share dominated by HZL & Cairn  

EBITDA (Rs mn) FY14 FY15E FY16E FY17E % Share (FY15E) 

Zinc - HZL (incl wind power)               69,615               77,374               79,623               83,211 28.7 

Copper (Sterlite)               11,760               15,771               17,012               17,078 5.9 

Aluminium - Total               17,200               27,956               35,475               46,028 10.4 

    BALCO (incl merchant power)                  2,760                  5,044                  5,775               13,028 1.9 

    VAL               14,440               22,913               29,700               33,000 8.5 

Zinc International               12,810               13,578               13,410               12,361 5.0 

Oil & Gas (Cairn India)            136,857            121,034            120,974            122,246 44.9 

Iron Ore (Sesa Goa & WCL)                (1,401)                  3,251                  4,342                  4,844 1.2 

Power - Total                  7,784               10,482               20,545               26,038 3.9 

    SEL                  6,613                  8,400               11,550               12,600 3.1 

    TSPL 0                      988                  7,900               12,344 0.4 

    MALCO                  1,171                  1,094                  1,094                  1,094 0.4 

Total           203,597           269,446           291,381            311,805 100.0 

Source: Company, Centrum Research Estimates 
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Valuation – Maintain Hold with a TP of Rs240 

We value Sesa Sterlite on SOTP basis using EV/EBITDA methodology for various group businesses on 
Sep’16E earnings and thus our valuation reflects the potential of various group operations better 
(which have seen large capex spends but delayed commissionings). We have marginally reduced our 
FY15E/16E EBITDA estimates by 3.4%/3.5% on account of lower volumes and higher CoP at power 
operations (due to scarcity of coal) and higher CoP (on account of higher coal costs in aluminium 
operations) expected to negate the positive impact of strong metal premiums. Our LME assumptions 
are maintained as the sharp rally in LME has subsided in the last few months (as expected by us earlier) 
and we do not see major up move from here due to subdued demand recovery globally and expected 
QE tapering. Maintain Hold with a revised target price of Rs240 (vs Rs245 earlier). 

We get fair value/share of Rs2.7 for Sesa Sterlite standalone business due to large amount of debt 
(mainly due to VAL) and relatively low EBITDA generation due to i) delay in progressive commissioning 
of 1.25 mtpa VAL smelter and higher coal costs, ii) low PLF at SEL power operations due to various 
operational bottlenecks and iii) low profitability of iron ore operations due to fall in prices and 
reduction in volumes (enforced production cap post mining bans). We continue to assign no holding 
company discount for HZL and BALCO as we continue to factor in GoI’s residual stake sale in HZL 
though we remain unsure of the price at which it might get executed (we believe GoI will look to 
garner a higher price than offered by Vedanta in the past but as of now we factor in HZL acquisition at 
Rs160/share). We have considered 100% holding of SSLT in both HZL and BALCO and reduced stake 
purchase debt from our SOTP valuation which will be needed to fund the acquisitions. We continue to 
assign holding company discount of 20% to Cairn India and reduce the Cairn acqusition debt from the 
overall value. On an overall basis, we arrive at a fair value of Rs240 for Sesa Sterlite group.  

We continue to believe that fair value remains depressed for the group due to skewed debt (inflated 
substantially post the merger which was more in favour of Vedanta in our view) and EBITDA profile of 
the group (~70% of the group EBITDA comes from cash rich HZL and Cairn India but from which the 
group remains cash fungible only to the extent of dividends). We believe that taking control of full 
100% stake in HZL by Sesa Sterlite would be challenging as current SEBI norms would not allow 
parent’s stake to go above 75% (post stake sale by GoI) and SSLT may have to trigger other options 
(like merger) for taking full control of HZL but as of now, we have assumed that SSLT would be able to 
buy the full 29.5% stake from GoI at Rs160/share (optimistic case) and thus removed the holding 
company discount for HZL in our SOTP valuation. 

We believe that coal block auction could provide opportunities for SSLT in securing coal supplies and 
materially improve earnings and project returns in the medium to long run but at this point we would 
like to wait for the process to complete and evaluate the impact on earnings and valuation 
accordingly. 

Exhibit 2: SOTP Valuation 

Sep'16E (Rs mn) Methodology EBITDA EV/EBITDA (x) EV Net Debt 
Implied 
Mkt Cap 

Stake 
% 

Holding Co 
Disc. % 

Attributable 
Mkt cap 

Value/share 
(Rs) 

Sesa Sterlite Standalone 
          

Copper EV/EBITDA 17,045 6.0 102,269 
      

VAL EV/EBITDA 31,350 6.5 203,775 
      

SEL  EV/EBITDA 12,075 6.0 72,450 
      

Sesa Goa (Incl WCL) EV/EBITDA 4,593 4.0 18,373 
      

Total - Sesa Sterlite Standalone (A) 
 

    396,867 388,865 8,002       2.7 

Holding Companies 
          

Zinc International EV/EBITDA 12,885 4.0 51,542 (14,040) 65,582 100.0 0 65,582 22.1 

Talwandi Sabo EV/EBITDA 10,122 6.0 60,733 52,479 8,254 100.0 0 8,254 2.8 

MALCO EV/EBITDA 1,094 6.0 6,566 (1,000) 7,566 100.0 0 7,566 2.6 

Hindustan Zinc (HZL) EV/EBITDA 81,417 5.5 447,793 (385,760) 833,553 100.0 0 833,553 281.1 

BALCO EV/EBITDA 9,401 6.5 61,108 42,256 18,852 100.0 0 18,852 6.4 

Cairn India 
At Bbg Cons.  
TP-Rs337     

640,637 59.9 20 306,993 103.5 

Cairn Acquisition Debt 
        

(259,590) (87.6) 

HZL & BALCO Acquisition Debt 
HZL acquired at 
Rs160/share        

(270,934) (91.4) 

Total - Holding Companies (B) 
 

                239.6 

           
Total - Sesa Sterlite Cons. (A+B) 

 
                242.3 

 Source: Company, Centrum Research Estimates 
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Exhibit 3: Sensitivity Analysis (FY15E) 

1% change % Chg in EBITDA % Chg in EPS 

Volumes   

Zinc - India 0.4 0.8 

Aluminium 0.2 0.3 

Power 0.2 0.4 

Iron ore 0.05 0.1 

Realizations   

Zinc - India 0.3 0.7 

Aluminium 0.4 1.1 

Power 0.3 0.7 

Iron ore 0.05 0.2 

Source: Company, Centrum Research Estimates 

Exhibit 4:  Rolling forward EV/EBITDA chart Exhibit 5: Rolling forward P/E chart 
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Source: Bloomberg,  Company, Centrum Research Estimates Source: Bloomberg,  Company, Centrum Research Estimates 

Exhibit 6: Comparative Valuations 

Company 
Mkt Cap 
(USD bn) 

CAGR FY14-FY16E (%) EBITDA Margin (%) PE (x) EV/EBITDA (x) RoE (%) Div Yield (%) 

Rev. EBITDA PAT FY14 FY15E FY16E FY14 FY15E FY16E FY14 FY15E FY16E FY14 FY15E FY16E FY14 FY15E FY16E 

Sesa Sterlite 12.3 17.5 19.6 (0.8) 30.8 33.4 31.9 10.3 13.3 10.5 5.4 3.8 3.2 10.1 7.4 8.8 1.3 1.2 1.9 

Rio Tinto 91.8 (2.2) 2.9 59.0 37.0 39.9 40.9 (29.7) 24.5 9.8 6.8 6.2 5.8 7.9 17.9 16.8 3.7 4.4 4.9 

BHP Billiton 152.6 (1.2) 0.3 3.3 44.3 47.1 45.6 11.7 16.0 13.3 6.3 6.3 5.8 16.4 18.1 13.8 3.9 4.1 4.3 

Vale 51.9 (0.5) (8.5) 1097.8 46.1 40.0 39.0 13.1 1135.1 7.4 5.2 4.7 4.6 0.1 10.6 10.1 8.1 7.9 7.4 

Glencore 69.2 3.3 36.7  3.6 5.7 6.2 37.5 (7.8) 14.9 14.3 9.4 8.2 (18.3) 9.0 11.0 2.9 3.4 3.8 

Source: Bloomberg, Centrum Research Estimates 
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Exhibit 7: Key quarterly performance indicators  

Source: Company, Centrum Research Estimates 

 

 

 

 

 

 

 

 

 

 

 
Q2FY15 Q2FY14 YoY% Q1FY15 QoQ% 

Volume (kt) 
     

Zinc India 
     

   Refined Zinc 177 196 (9.7) 142 24.6  

   Refined Lead 30 31 (3.2) 32 (6.3) 

   Silver (tonne) 80 91 (12.1) 82 (2.4) 

Copper 100 82 22.0  66 51.5  

Aluminium 
        BALCO 84 63 33.3  71 18.3  

   VAL 138 137 0.7  132 4.5  

   VAL - Alumina 226 116 NA 233 (3.0) 

Zinc International 79 106 (25.5) 84 (6.0) 

Oil & Gas (boepd) - Gross 
       

   Rajasthan 1,63,262 1,75,478 (7.0) 1,83,164 (10.9) 

   Ravva 20,596 29,151 (29.3) 23,940 (14.0) 

   Cambay 10,651 8,671 22.8  10,765 (1.1) 

Iron- Ore - total 600 0 NA 500 20.0  

Merchant Power (mn units) 
     SEL 1,653 1,494 10.6  2,154 (23.3) 

BALCO 1 44 (97.7) 70 (98.6) 

MALCO 204 221 (7.7) 229 (10.9) 

HZL WPP 170 151 12.6  146 16.4  

Realizations & CoP (US$/t) 
       

Global Commodity price 
     LME Copper 6,994 7,073 (1.1) 6,787 3.0  

LME Aluminium 1,987 1,781 11.6  1,798 10.5  

LME Zinc 2,311 1,859 24.3  2,074 11.4  

LME Lead 2,181 2,102 3.8  2,096 4.1  

USD/INR 60.6 62.1 (2.4) 59.8 1.3  

Zinc CoP 
     Zinc India (incl royalty) 1,116 975 14.5  1,178 (5.3) 

Zinc International 1,376 1,059 29.9  1,272 8.2  

Copper 
     TcRc (c/lb) 20.8 14.7 41.5  18.8 10.6  

Net CoP (c/lb) 3.1 8.4 (63.1) 8.9 (65.2) 

Aluminium CoP 
     BALCO 2,089 1,755 19.0  1,834 13.9  

VAL 1,740 1,602 8.6  1,636 6.4  

VAL alumina 366 329 11.2  365 0.3  

Power (Rs/unit) 
       

Blended realization 3.5 3.8 (6.4) 3.2 10.0  

Blended CoP (Rs/unit) 2.3 2.4 (3.4) 1.9 18.2  

SEL realization (Rs/unit) 3.2 3.5 (6.6) 2.9 11.7  

SEL CoP (Rs/unit) 2.3 2.3 (1.7) 1.8 30.3  

Oil & Gas 
     Realization (US$/boe) 91.3 95.2 (4.1) 97.0 (5.9) 
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Exhibit 8: Key Assumptions  

 
FY13 FY14 FY15E FY16E FY17E 

Volume (kt) 
     

Zinc India 
     

   Refined Zinc 675 750 756 782 809 

   Refined Lead 118 122 131 139 145 

   Silver (tonne) 375 353 360 400 425 

Copper 353 295 365 365 365 

Aluminium 
     

   BALCO - Aluminium 247 253 336 385 483 

   VAL - Aluminium 527 542 588 900 1,000 

   VAL - Alumina 527 524 950 950 950 

Zinc International 425 364 334 300 270 

Iron- Ore - total (MT) 3 0 4 6 8 

Power (mn units) 
     

   SEL 7,530 7,626 8,400 11,550 12,600 

   TSPL 0 0 1,646 9,875 12,344 

   BALCO 1,241 390 71 1,148 210 

Realizations (US$/t) 
     

LME Aluminium 1,974 1,774 1,900 1,950 2,000 

LME Zinc 1,950 1,909 2,200 2,266 2,334 

LME Lead 2,110 2,092 2,150 2,193 2,237 

Silver (Rs/kgs) 55,813 42,578 43,000 43,000 43,000 

Copper TcRc (c/lb) 12.8 14.5 20.0 18.0 18.0 

SEL power (Rs/unit) 3.3 3.3 3.1 3.1 3.1 

Source: Company, Centrum Research Estimates 
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Financials (Consolidated) 

Exhibit 9:  Income Statement 

Y/E March (Rs mn) FY14A FY15E FY16E FY17E 

Net Sales (incl other op inc) 661,524 806,162 913,623 982,613 

Total expenses 457,928 536,716 622,242 670,807 

% of net sales 69.2 66.6 68.1 68.3 

EBITDA 203,597 269,446 291,381 311,805 

EBITDA Margin (%) 30.8 33.4 31.9 31.7 

Depreciation & Amortisation 68,823 84,482 93,952 101,223 

EBIT 134,773 184,964 197,429 210,583 

Interest expenses 50,944 70,426 69,486 68,309 

Other Income 20,735 41,000 43,000 45,000 

Forex loss/(gain) 7,351 (4,014) 0 0 

Excep. items 2,288 17,176 0 0 

PBT  94,925 138,362 170,943 187,274 

Provision for tax (8469) 24905 30,770 33,709 

Effective tax rate (%) -8.9 18 18 18 

PAT 103,394 113,457 140,173 153,564 

Minority interest 51,228 67,293 67,903 65,235 

PAT - rep (attributable) 62,985 46,163 72,270 88,329 

PAT - adj. (attributable) 73,484 56,956 72,270 88,329 

Source: Company, Centrum Research Estimates 

Exhibit 10:  Key Ratios 

Y/E March FY14A FY15E FY16E FY17E 

Growth Ratio (%)     
Revenue (7.8) 21.9 13.3 7.6 

EBITDA (19.3) 32.3 8.1 7.0 

Net Profit - adj. 1.5 (22.5) 26.9 22.2 

Margin Ratios (%)     

PBIT Margin 20.4 22.9 21.6 21.4 

PBT Margin 14.3 17.2 18.7 19.1 

Adj. PAT Margin 11.1 7.1 7.9 9.0 

Return Ratios (%)     

ROE 10.1 7.4 8.8 9.9 

ROCE 11.0 11.9 12.4 12.8 

ROIC 15.7 17.8 19.7 22.2 

Turnover Ratios (days)     

Debtors 26 30 30 30 

Inventory 50 50 50 50 

Creditors 23 22 22 22 

Net working capital 30 38 42 45 

Solvency ratio     

Debt-equity 1.1 1.0 0.9 0.8 

Net debt-equity 0.5 0.4 0.2 0.1 

Current ratio 1.4 1.6 1.7 1.9 

Interest coverage ratio 2.6 2.6 2.8 3.1 

Dividend     

Dividend per share (Rs) 3.3 3.1 4.9 6.0 

Dividend payout (%) 17.9 23.4 23.4 23.4 

Dividend yield (%) 1.3 1.2 1.9 2.3 

Per share Ratios (Rs)     

Basic EPS reported 21.2 15.6 24.4 29.8 

Basic EPS adjusted 24.8 19.2 24.4 29.8 

FDEPS-reported 21.2 15.6 24.4 29.8 

FDEPS-adjusted 24.8 19.2 24.4 29.8 

Cash earnings per share 48.0 47.7 56.1 63.9 

Book value 246.2 258.2 276.8 299.7 

Valuation (x)     

P/E (Fully Diluted) 10.3 13.3 10.5 8.6 

P/BV 1.0 1.0 0.9 0.9 

EV/EBITDA 5.4 3.8 3.2 2.6 

EV/Sales 1.7 1.3 1.0 0.8 

M-cap/Sales 1.1 0.9 0.8 0.8 

Source: Company, Centrum Research Estimates 

Exhibit 11:  Balance Sheet 

Y/E March (Rs mn) FY14A FY15E FY16E FY17E 

Equity share capital 2,965 2,965 2,965 2,965 

Reserves & surplus 727,122 762,483 817,842 885,502 

Shareholders' fund 730,087 765,448 820,807 888,467 

Minority interest 337,975 405,268 473,171 538,406 

Long term borrowings 549,658 519,658 509,658 499,658 

Short term borrowings 173,945 183,945 173,945 163,945 

Total debt 805,660 785,660 765,660 745,660 

Trade payables 41,346 48,591 55,068 59,226 

Other current liabilities 169,643 212,554 236,664 257,273 

Total current liabilities 440,090 475,826 493,795 501,751 

Total Liabilities 2,141,184 2,253,185 2,392,365 2,528,320 

Fixed assets 910,948 964,466 994,514 1,018,291 

Goodwill on consolidation 392,383 369,383 345,383 320,383 

Non current investments 2,086 2,086 2,086 2,086 

Long term loans & advances 139,404 143,563 162,700 174,986 

Other non current assets 61,263 33,130 37,546 40,381 

Total non current assets 1,506,084 1,512,629 1,542,230 1,556,128 

Current investments 377,010 407,010 437,010 467,010 

Inventories 90,338 110,433 125,154 134,604 

Trade receivables 46,537 66,260 75,092 80,763 

Cash & cash equivalents 76,841 101,637 150,303 222,513 

Short term loans & advances 32,742 44,173 50,062 53,842 

Other current assets 11,632 11,043 12,515 13,460 

Total current assets 635,099 740,556 850,135 972,192 

Total Assets 2,141,184 2,253,185 2,392,365 2,528,320 

Source: Company, Centrum Research Estimates 

Exhibit 12:  Cash Flow 

Y/E March (Rsmn) FY14A FY15E FY16E FY17E 

PBT 94,925 138,362 170,943 187,274 

Interest 50,944 70,426 69,486 68,309 

Depreciation & amortization 68,823 84,482 93,952 101,223 

Change in working capital 22,017 2,660 (18,548) (11,908) 

Tax (8,469) 24,905 30,770 33,709 

Cash flow from operations 281,240 338,318 352,966 376,424 

Change in fixed assets 90,000 115,000 100,000 100,000 

Change in investments 42,560 30,000 30,000 30,000 

Cash flow from investments (132,560) (145,000) (130,000) (130,000) 

Change in equity capital - - - - 

Change in debt (76,469) (20,000) (20,000) (20,000) 

Dividends paid 11,274 10,802 16,911 20,669 

Interest paid 50,944 70,426 69,486 68,309 

Cash flow from financing (166,085) (168,522) (174,300) (174,213) 

Net cash flow (17,405) 24,796 48,666 72,210 

Opening cash balance 361 76,841 101,637 150,303 

Closing cash balance 7,684 10,164 15,030 22,251 

Source: Company, Centrum Research Estimates 
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Appendix A 

Disclaimer 

Centrum Broking Limited (“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock 
Exchange of India Ltd. (NSE). Our holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum 
has Investment Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group.  Our 
research professionals provide important inputs into the Group's Investment Banking and other business selection processes. 

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other 
businesses and may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of this 
material/report.  Our Company and Group companies and their officers, directors and employees, including the analysts and others involved in the 
preparation or issuance of this material and their dependants, may on the date of this report or from, time to time have "long" or "short" positions in, act 
as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. Centrum or its affiliates do not own 1% or more in the 
equity of this company Our sales people, dealers, traders and other professionals may provide oral or written market commentary or trading strategies to 
our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make 
investment decisions that are inconsistent with the recommendations expressed herein. We may have earlier issued or may issue in future reports on the 
companies covered herein with recommendations/ information inconsistent or different those made in this report.   In reviewing this document, you 
should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We and our Group may rely on 
information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups or 
affiliates of Centrum.  Centrum or its affiliates do not make a market in the security of the company for which this report or any report was written.  
Further, Centrum or its affiliates did not make a market in the subject company’s securities at the time that the research report was published.  

This report is for information purposes 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 herein 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 the material contained herein. It is for the general 
information of the clients of Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at the same time.  Centrum 
will not treat recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the 
particular investment objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific 
investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive this document. The securities 
discussed in this report may not be suitable for all investors. The securities described herein may not be eligible for sale in all jurisdictions or to all 
categories of investors. The countries in which the companies mentioned in this report are organized may have restrictions on investments, voting rights 
or dealings in securities by nationals of other countries.   The appropriateness of a particular investment or strategy will depend on an investor's 
individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate whether it is suitable for 
his/ her/their particular circumstances and, if necessary, seek professional/financial advice. Any such person shall be responsible for conducting 
his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved 
in the securities forming the subject matter of this document.  

The projections and 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 and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase 
over time. All projections and forecasts described in this report have been prepared solely by the authors of this report independently of the Company. 
These projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accepted accounting 
principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not 
regard the inclusion of the projections and forecasts described herein as a representation or warranty by or on behalf of the Company, Centrum, the 
authors of this report or any other person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you 
should only consider the projections and forecasts described in this report after carefully evaluating all of the information in this report, including the 
assumptions underlying such projections and forecasts. 

The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may 
realize losses on any investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital 
may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to 
change without notice. Centrum does not provide tax advice to its clients, and all investors are strongly advised to consult regarding any potential 
investment.  Centrum and its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report.  Foreign currencies 
denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from 
the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. 
Certain transactions including those involving futures, options, and other derivatives as well as non-investment-grade securities give rise to substantial 
risk and are not suitable for all investors. Please ensure that you have read and understood the current risk disclosure documents before entering into any 
derivative transactions.  

This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No 
representation or warranty, express or implied is made that it is accurate or complete.  Centrum has reviewed the report and, in so far as it includes 
current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.  The opinions expressed in 
this document/material are subject to change without notice and have no obligation to tell you when opinions or information in this report change. 

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible 
media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This 
publication may not be distributed to the public used by the public media without the express written consent of Centrum. This report or any portion 
hereof may not be printed, sold or distributed without the written consent of Centrum. 

The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform 
themselves about, and observe, any such restrictions. Neither Centrum nor its directors, employees, agents or representatives shall be liable for any 
damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with 
the use of the information.   

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything 
contained herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you 
solely for your information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The 
distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this report comes should inform themselves 
about, and observe any such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that 
this report is accurate or complete. 
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The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking 
and are given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this 
report and there can be no assurance that future results or events will be consistent with any such opinions, estimate or projection.    

This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its 
directors or any other person. Information in this document must not be relied upon as having been authorized or approved by the company or its 
directors or any other person. Any opinions and projections contained herein are entirely those of the authors. None of the company or its directors or 
any other person accepts any liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection 
therewith. 

Centrum and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months.  Centrum and 
affiliates have not  received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this 
report for service in respect of public offerings, corporate finance, debt restructuring,  investment banking or other advisory services in a 
merger/acquisition  or some other sort of  specific transaction.   

As per the declarations given by them, Mr. Abhisar Jain, research analyst and and/or any of his family members do not serve as an officer, director or any 
way connected to the company/companies mentioned in this report. Further, as declared by him, he has not received any compensation from the above 
companies in the preceding twelve months. He does not hold any shares by him or through his relatives or in case if holds the shares then will not to do  
any transactions  in the said scrip for 30 days from the date of release such report. Our entire research professionals are our employees and are paid a 
salary.  They do not have any other material conflict of interest of the research analyst or member of which the research analyst knows of has reason to 
know at the time of publication of the research report or at the time of the public appearance. 

While we would endeavour to update the information herein on a reasonable basis, Centrum, its associated companies, their directors and employees are 
under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum 
from doing so. 

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable 
regulations and/or Centrum policies, in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other 
circumstances. 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject 
Centrum Broking Limited or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does 
not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any 
transaction to any U.S. person unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this 
document may be distributed in Canada or used by private customers in United Kingdom.  

The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, 
dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk 
Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian 
Securities Market. 
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