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Rating: BUY | CMP: Rs137 | TP: Rs170 

Regains coal block at attractive price, Upgrade 
to BUY 

Jindal Steel and Power (JSP) won Gare Palma IV/1 coal block in auction at 

Rs230/t. The coal block has extraction capacity of 6mtpa with reserves of 

~160mnt. Before cancellation by the honorable Supreme Court in September-

2014, the block was owned and operated by JSP to meet coal requirement of 

its sponge iron ore and CPP at Raigarh plant. Benefitted by proximity of mine 

to its plant and owned infrastructure, JSP was best placed to win the auction.  

We see the bid as a significant positive development for JSP as this would 

lower its coal cost by Rs1,300/t (for 6mtpa of coal) along with much needed 

raw material security in wake of severe shortage of domestic coal. We expect 

coal block to add Rs46bn (Rs46/share) to the equity value based on 

EV/EBITDA of 5.5x to the assumed cost saving of Rs8.3bn. Led by key 

positive change on cost and RM security, sharp increase in production and 

strong scope for improvement in Jindal Power, we upgrade the stock to BUY 

with TP of Rs170.  

 JSPL, best equipped to maximize the value from mine: Strong asset 

portfolio with pithead CPP of 850MW, dedicated screening and washery 

facilities, 1.4mtpa sponge iron ore plant at distance of mere 40km from mines 

and most importantly, enough land for storage of dump, enables JSP to 

optimise the value from Gare Palma IV/1 coal block. Additionally, it would lower 

working capital byRs1.5bn.  

 Coal cost to come down by Rs1300/t with option to sell 25% of production 

in open market: JSP procures coal at an average cost of ~Rs2900/t for its 

steel and CPP operations. Low share of Linkage coal (~40%) and higher freight 

(at Rs750/t) cost remained key drivers for high cost of coal. Cost would come 

down by 45% to Rs1,600/t in block auction on the back of lower freight cost 

(Rs250/t), replacement of expensive E-auction and lower premium bid in 

auction. Additionally, company has the option to sell 25% of output in open 

market depending on the availability of linkage coal. 

 Would govt again make the mistake of cancelling coal auction due to low 

premiums? The answer is No. In 2015, Govt of India canceled the bid won by 

BALCO for this coal block (at Rs1585/t) in auction conducted at that time for 

the reason of low bids. Undoubtedly, bid would look significantly low at Rs230/t. 

However, this is justified given the weak profitability of sector, raw material 

security available under linkage auction and strong competitive advantage of 

previous mine owner (JSP). We do not expect Govt to repeat the same mistake 

as it could lead to deterioration of business sentiments and raise doubts on its 

fair policy on allocation of mineral resources through auction route.    
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☑ Change in Estimates | ☑ Target | ☑ Reco 

Change in Estimates 

                               Current           Previous 

 FY20E FY21E FY20E FY21E 

Rating  BUY  ACCUMULATE 

Target Price  170  125 

Sales (Rs. m) 386,462 400,436 387,015 402,777 

     % Chng.  (0.1)  (0.6)   

EBITDA (Rs. m) 75,686 81,970 78,577 84,224 

     % Chng.  (3.7)  (2.7)   

EPS (Rs.) (8.5) (0.6) (6.3) 1.7 

     % Chng.  NA  NA   

Key Financials - Consolidated 

Y/e Mar       FY18 FY19 FY20E FY21E 

Sales (Rs. m)  279,727  395,195  386,462  400,436 

EBITDA (Rs. m)  64,691  84,056  75,686  81,970 

  Margin (%)  23.1  21.3  19.6  20.5 

PAT (Rs. m) (13,098) (883) (8,611) (625) 

EPS (Rs.) (12.9) (0.9) (8.5) (0.6) 

  Gr. (%) (55.8) (93.3)  875.2 (92.7) 

DPS (Rs.)  -   -   -   -  

   Yield (%)  -   -   -   -  

RoE (%) (4.3) (0.3) (2.7) (0.2) 

RoCE (%)  3.5  5.8  4.7  5.9 

EV/Sales (x)  2.0  1.3  1.3  1.2 

EV/EBITDA (x)  8.7  6.3  6.7  5.8 

PE (x) (10.6) (157.8) (16.2) (223.1) 

P/BV (x)  0.5  0.4  0.4  0.4 

Key Data  JNSP.BO | JSP IN 

52-W High / Low Rs.193 /  Rs.91 

Sensex / Nifty 40,302 / 11,941 

Market Cap Rs.140bn/ $ 1,978m 

Shares Outstanding  1,020m 

3M Av g. Daily Value Rs.4995.59m 

Shareholding Pattern (%) 

Promoter’s 60.52  

Foreign 15.13  

Domestic Institution 8.85  

Public & Others 15.50 

Promoter Pledge (Rs bn) 39.79  

Stock Performance (%) 

 1M 6M 12M 

Absolute 46.4 (24.5) (25.8) 

Relativ e 36.9 (27.0) (35.5) 
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Exhibit 1: Estimated existing and future cost of coal procurement  

Cost of coal in existing FSA+E-auction Rs/t 

Basic price    1,382  

Royalty       214  

Freight        750  

Sizing, transportation and evacuation charges       170  

Energy cess       400  

Total    2,916  

    

Cost of coal in coal block auction Rs/t 

Premium in auction       230  

Mining cost       500  

Royalty       214  

Freight        250  

Energy cess        400  

Total    1,594  

Source: PL 

Exhibit 2: Valuation Metrics - Post auction of Gare Palma IV/1 block 

Figure in Rs mn FY21E EV/EBITDA (x) Value (Rs mn) 

Standalone operations    61,848  5.4                333,977  

Shadeed EBITDA      7,497  5.0                  37,485  

Jindal pow er    13,648  7.5                102,359  

Gare Palma IV/1 coal      8,000  5.5                  44,000  

Others    (1,022) 5.5                   (5,623) 

Total EV                    512,198  

Net debt                    339,020  

Total Shareholder's value                    173,178  

        

Value per share     170  

Source: PL 

 
  

Coal cost would come down by 45% 

to ~Rs1,600/t. Raw material security 

and low cost would improve the 

earnings quality. 

Coal b lock to add Rs46/share to our 

valuation. 
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Financials 
 
Income Statement (Rs m) 

Y/e Mar    FY18 FY19 FY20E FY21E 

Net Revenues  279,727  395,195  386,462  400,436 

   YoY gr. (%)  29.2  41.3 (2.2)  3.6 

Cost of  Goods Sold  215,036  311,139  310,775  318,466 

Gross Prof it  64,691  84,056  75,686  81,970 

   Margin (%)  23.1  21.3  19.6  20.5 

Employ ee Cost  -   -   -   -  

Other Expenses  -   -   -   -  

                          

EBITDA  64,691  84,056  75,686  81,970 

   YoY gr. (%)  37.4  29.9 (10.0)  8.3 

   Margin (%)  23.1  21.3  19.6  20.5 

                          

Depreciation and Amortization  38,830  41,938  42,284  42,319 

                          

EBIT  25,861  42,118  33,402  39,651 

  Margin (%)  9.2  10.7  8.6  9.9 

                          

Net Interest   38,657  42,642  43,672  40,893 

Other Income  29  157  -   -  

                          

Profit Before Tax (18,641) (28,017) (10,270) (1,241) 

   Margin (%) (6.7) (7.1) (2.7) (0.3) 

                          

Total  Tax (2,398) (3,902)  2,241  3,181 

   Effective tax rate (%)  12.9  13.9 (21.8) (256.3) 

                          

Profit after tax (16,242) (24,115) (12,511) (4,423) 

Minority  interest (2,064) (7,662) (3,900) (3,798) 

Share Prof it f rom Associate  87  -   -   -  

                          

Adjusted PAT (13,098) (883) (8,611) (625) 

   YoY gr. (%) (51.0) (93.3)  875.2 (92.7) 

   Margin (%) (4.7) (0.2) (2.2) (0.2) 

Extra Ord. Income / (Exp) (5,118) (23,799)  -   -  

                          

Reported PAT (14,091) (16,453) (8,611) (625) 

  YoY gr. (%) (38.2)  16.8 (47.7) (92.7) 

  Margin (%) (5.0) (4.2) (2.2) (0.2) 

                          

Other Comprehensiv e Income  -   -   -   -  

Total Comprehensiv e Income (14,091) (16,453) (8,611) (625) 

Equity Shares O/s (m)  1,016  1,016  1,016  1,016 

EPS (Rs) (12.9) (0.9) (8.5) (0.6) 

Source: Company Data, PL Research 

 

 

 

 
 
Balance Sheet Abstract (Rs m) 

  Y/e Mar    FY18 FY19 FY20E FY21E 

Non-Current Assets                         

                          

Gross Block  846,580  910,998  926,253  937,165 

  Tangibles  846,580  910,998  926,253  937,165 

  Intangibles  -   -   -   -  

                          

Acc: Dep / Amortization  168,002  220,935  263,219  305,538 

  Tangibles  168,002  220,935  263,219  305,538 

  Intangibles  -   -   -   -  

                          

Net fixed assets  678,578  690,063  663,034  631,627 

  Tangibles  678,578  690,063  663,034  631,627 

  Intangibles  -   -   -   -  

                          

Capital Work In Progress  57,738  47,806  40,571  37,929 

Goodwill  5,922  6,164  6,164  6,164 

Non-Current Inv estments  4,762  5,059  5,059  5,059 

Net Def erred tax assets (50,284) (53,643) (54,301) (55,232) 

Other Non-Current Assets  2,070  3,629  3,629  3,629 

                          

Current Assets                         

  Inv estments  2  50  50  50 

  Inv entories  49,596  65,095  65,172  65,131 

  Trade receiv ables  18,261  30,292  30,166  30,454 

  Cash & Bank Balance  4,784  4,234  2,700  1,570 

  Other Current Assets  49,075  36,009  36,412  36,988 

Total Assets  892,304  895,853  860,409  826,053 

                          

Equity                         

  Equity  Share Capital  1,016  1,016  1,016  1,016 

  Other Equity   302,830  323,261  319,701  319,076 

Total Networth  303,846  324,276  320,717  320,092 

                          

Non-Current Liabilities                         

  Long Term borrowings  429,621  395,590  370,590  340,590 

  Prov isions  2,782  3,147  3,147  3,147 

  Other non current liabilities  3  4  4  4 

                          

Current Liabilities                         

  ST Debt / Current of  LT Debt  -   -   -   -  

  Trade pay ables  41,918  52,473  53,175  55,046 

  Other current liabilities  52,570  65,640  61,295  58,561 

Total Equity & Liabilities  892,304  895,853  860,409  826,054 

Source: Company Data, PL Research 
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Cash Flow (Rs m)    

Y/e Mar    FY18 FY19 FY20E FY21E Year 

PBT (18,641) (28,017) (10,270) (1,241)  

 Add. Depreciation  38,830  54,804  42,284  42,319  

 Add. Interest   38,657  42,642  43,672  40,893  

Less Financial Other Income  29  157  -   -   

 Add. Other  8,697  15,890  -   -   

Op. prof it bef ore WC changes  67,544  85,318  75,686  81,970  

Net Changes-WC  10,252  4,654 (3,996) (1,686)  

Direct tax (553)  296 (1,583) (2,251)  

Net cash from Op. activities  77,243  90,269  70,107  78,033  

Capital expenditures (16,217) (11,897) (8,020) (8,270)  

Interest / Div idend Income  -   -   -   -   

Others  1,905  3,576  -   -   

Net Cash from Invt. activities (14,312) (8,321) (8,020) (8,270)  

Issue of  share cap. / premium  13,883  -   5,051  -   

Debt changes (29,809) (36,897) (25,000) (30,000)  

Div idend paid  -   -   -   -   

Interest paid (46,845) (45,699) (43,672) (40,893)  

Others  15 (18)  -   -   

Net cash from Fin. activities (62,756) (82,614) (63,621) (70,893)  

Net change in cash  175 (666) (1,534) (1,130)  

Free Cash Flow  51,476  75,936  62,087  69,763  

Source: Company Data, PL Research   

Quarterly Financials (Rs m)     

Y/e Mar    Q3FY19 Q4FY19 Q1FY20 Q2FY20E 

Net Revenue  95,657  101,590  99,456  86,007 

   YoY gr. (%)  38.6  19.2  2.9 (13.8) 

Raw Material Expenses  37,612  43,450  40,826  - 

Gross Prof it  58,045  58,140  58,630  86,007 

  Margin (%)  60.7  57.2  59.0  100.0 

EBITDA  20,770  18,447  21,731  17,283 

   YoY gr. (%)  36.8 (10.5) (4.5) (21.7) 

   Margin (%)  21.7  18.2  21.8  20.1 

Depreciation / Depletion  10,357  10,867  10,536  10,500 

EBIT  10,413  7,580  11,195  6,783 

  Margin (%)  10.9  7.5  11.3  7.9 

Net Interest  10,424  11,631  11,090  10,900 

Other Income  148  -  8  - 

Profit before Tax  137 (34,255)  113 (4,117) 

  Margin (%)  0.1 (33.7)  0.1 (4.8) 

Total Tax  1,008 (7,122)  987  312 

  Effective tax rate (%)  737.1  20.8  875.5 (7.6) 

Profit after Tax (872) (27,133) (874) (4,429) 

Minority  interest (632) (5,676) (968) (1,000) 

Share Prof it f rom Associates  -  -  -  - 

Adjusted PAT (240)  8,746  94 (3,429) 

   YoY gr. (%) (91.0)  575.2 (94.8) (488.7) 

  Margin (%) (0.3)  8.6  0.1 (4.0) 

Extra Ord. Income / (Exp)  - (30,204)  -  - 

Reported PAT (240) (21,458)  94 (3,429) 

   YoY gr. (%) (91.0)  596.4 (94.8) (199.8) 

Margin (%) (0.3) (21.1)  0.1 (4.0) 

Other Comprehensiv e Income  -  -  -  - 

Total Comprehensive Income (240) (21,458)  94 (3,429) 

Av g. Shares O/s (m)  -  -  -  - 

EPS (Rs)  -  -  -  - 

Source: Company Data, PL Research 

  Key Financial Metrics 

Y/e Mar    FY18 FY19 FY20E FY21E 

Per Share(Rs)                         

EPS (12.9) (0.9) (8.5) (0.6) 

CEPS  25.3  40.4  33.1  41.0 

BVPS  299.1  319.2  315.7  315.1 

FCF  50.7  74.7  61.1  68.7 

DPS  -   -   -   -  

Return Ratio(%)                         

RoCE  3.5  5.8  4.7  5.9 

ROIC  3.0  5.0  5.8  20.9 

RoE (4.3) (0.3) (2.7) (0.2) 

Balance Sheet                         

Net Debt : Equity  (x)  1.4  1.2  1.1  1.1 

Net Working Capital (Day s)  34  40  40  37 

Valuation(x)                         

PER (10.6) (157.8) (16.2) (223.1) 

P/B  0.5  0.4  0.4  0.4 

P/CEPS  5.4  3.4  4.1  3.3 

EV/EBITDA  8.7  6.3  6.7  5.8 

EV/Sales  2.0  1.3  1.3  1.2 

Div idend Yield (%)  -   -   -   -  

 Source: Company Data, PL Research 

 

 

Key Operating Metrics 

Y/e Mar    FY18 FY19 FY20E FY21E 

Standalone operations                         

Metallics Sales (Tonnes)        105  21,425  4,772 

Steel Prod. Sales (Tonnes)  3,770,000  5,120,000  5,892,630  6,053,206 

Steel Sales Vol. (Tonnes)  3,770,000  5,120,105  5,914,055  6,057,978 

Real. / tn-Steel  44,724  54,132  34,762  34,964 

JSPL-Pwr (m kwh)              2,811  3,309 

JSPL-Real/ Kwh  3  3  3  3 

Stdalon Steel EBITDA(Rs m)  39,731  60,170  57,462  60,855 

Stdalon Pwr EBITDA(Rs m)              843  993 

Stdalon Total EBITDA (Rs m)  39,731  60,170  58,305  61,848 

Stdalon PAT (Rs m) (1,764)  3,823  5,260  7,074 

Jindal Power Ltd                         

JPL-Kwh sold (m)  11,240  9,935  10,322  11,335 

JPL-Rate / Kwh  4  4  4  4 

JPL-EBITDA(Rsm)  14,525  11,738  11,977  13,648 

JPL-PAT (Rs m) (6,427) (7,236) (5,525) (2,666) 

Shadeed iron and Steel                         

Shadeed EBITDA (US$ m)  221  181  91  106 

PAT (US$ m)        82  7  20 

Source: Company Data, PL Research 
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Price Chart Recommendation History   

 

 

No. Date Rating TP (Rs.) Share Price (Rs.) 

1 3-Oct-19 Accumulate 125 96 

2 12-Sep-19 Accumulate 125 107 

3 19-Aug-19 Accumulate 128 103 

4 4-Jul-19 BUY 170 142 

5 24-May-19 Accumulate 171 162 

6 5-Apr-19 BUY 221 187 

7 5-Feb-19 BUY 230 129 

8 7-Jan-19 BUY 239 152 

 

 

Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 ACC Accumulate 1,650 1,498 

2 Ambuja Cement Hold 207 208 

3 Coal India Accumulate 230 187 

4 Heidelberg Cement India Accumulate 215 188 

5 Hindalco Industries Accumulate 207 183 

6 Hindustan Zinc Hold 235 220 

7 Jindal Steel & Pow er Accumulate 125 96 

8 JK Lakshmi Cement Accumulate 380 301 

9 JSW Steel Reduce 185 223 

10 NMDC Reduce 90 97 

11 Shree Cement Reduce 18,500 18,260 

12 Steel Authority of India Reduce 32 31 

13 Tata Steel Reduce 355 340 

14 The Ramco Cements Hold 780 776 

15 Ultratech Cement BUY 5,125 4,147 

 

PL’s Recommendation Nomenclature (Absolute Performance) 

Buy  : > 15% 

Accumulate : 5% to 15% 

Hold : +5% to -5% 

Reduce : -5% to -15% 

Sell : < -15% 

Not Rated (NR)  : No specific call on the stock 

Under Review (UR)  : Rating likely to change shortly 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I, Mr. Kamlesh Bagmar- CA, Mr. Amit Khimesra- MBA Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this 
research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to 

the specific recommendation(s) or view(s) in this report. 

(US Clients) 

The research analy sts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately 
ref lect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly  related to the specific 

recommendation or views expressed in this research report.  

DISCLAIMER 

Indian Clients 

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for 
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, 

inv estment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported 

or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The inf ormation contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness 
of  the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made 
av ailable or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or 

otherwise of  any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions 

of  securities of companies referred to in this report and they may have used the research material prior to publication. 

PL may  from time to time solicit or perform investment banking or other services for any company mentioned in this document.  

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.  

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report.  

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report. 

PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any 

other assignment in the past twelve months.    

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 

company in the past twelve months 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or 
other benef its from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest 

at the time of publication of this report. 

It is conf irmed that  Mr. Kamlesh Bagmar- CA, Mr. Amit Khimesra- MBA  Research Analysts of this report have not received any compensation from the companies mentioned in the 

report in the preceding twelve months 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its 

or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analy sts have not engaged in market making activity 

f or the subject company 

Our sales people, traders, and other professionals or affiliates 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. In rev iewing these materials, you should be aware that any or all o the foregoing, among other things, may give rise to real or potential conflicts of interest.  

PL and its associates, their directors and employees may  (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged 
in any  other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an 

adv isor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. 

US Clients 

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) 
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are 
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or 

regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major 
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted 

onward to any  U.S. person, which is not the Major Institutional Investor.  

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major 

Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").  

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer. 
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