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Rating: BUY | CMP: Rs700 | TP: Rs1,020

Business restructuring to unlock value in long
term

UPL announced strategic corporate realignment of its existing business by
creating 4 distinct business verticals in the consolidated entity 1) India
Agrtech (crop protection + Digital); 2) Global crop protection (Excl. India
business); 3) Global seeds; 4) Manufacturing and specialty chemicals +
others business through investments by marquee investors (ADIA, TPG,
Brookfield and KKR) investing a total of USD500mn in two of these business
platforms (valuing these entities at ~USD4.5bn which is equally split between
the two; implying a deal multiple of ~26x FY22 EBITDA). While, ADIA and TPG
will receive USD241mn for their exit from Non-crop protection in UPL Corp.
(material subsidiary) business (valuation at 11x FY22 EBITDA) resulting into
net proceeds of USD259mn to UPL Ltd.

We believe, with net proceeds of USD259mn (~Rs 20 bn) (<1% of EBITDA
dilution) is likely to be utilized towards debt reduction and working capital
requirement of the company and would not meaningfully impact earnings
profile in the near term. While, on a longer term basis, it is a positive move in
terms of unlocking fair value of each of the business segments. Hence citing
the above reasons, we keep our EPS estimates for FY23/24E unchanged.
Maintain BUY with an unchanged target price of Rs1020 based on 14xFY24E
EPS.

India Agtech Platform- UPL SAS (sustainable agriculture solutions) which
comprises of India crop protection business, SWAL and Nurture, where UPL Ltd.
holds 90.9% and remaining 9.09% would be held by ADIA, TPG,and Brookfield
together for an outlay of USD200mn (Rs15.8bn) at an equity valuation of USD2.2bn
(~Rs174bn) valuing the entity at 27x FY22 EBITDA.

Global Crop Protection business (excl. India) will be housed under UPL Ltd,
Cayman. As a part of the realignment, ADIA & TPG'’s 22.2% holding to be moved
from UPL Corp. to UPL Ltd, Cayman; and ADIA / TPG to exit the non-crop business
(International Seeds and other global business) for a consideration of USD 241 mn
for their 22.2% holding. UPL Corp to divest ‘international seeds business to Advanta
Enterprises, while it continues to own 100% of the ‘other global business.

Global Seeds- Advanta Enterprises- is incorporated as a wholly owned subsidiary
of UPL Ltd. In India. This entity will house both India and International seed
business. KKR is investing USD 300mn for 13.33% stake in the company at an
equity valuation of Rs184.5bn (USD2.25bn), valuing the entity at 26x FY22
EBITDA.

Manufacturing and Specialty chemicals- Under this business segment, the
Indian manufacturing and global specialty chemical business would remain with
UPL Ltd. While UPL Corp. (100% subsidiary of UPL Ltd) to house other global non-
crop business of Decco (post-harvest solutions), animal health and health &
nutrition business.
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Exhibit 1: Implied Valuation as on FY22 based on recent fund raise

Particulars (Rs Mn)

Revenue EBITDA EBITDA Margins (%) Fund Raise Enterprise Value (EV) EV/EBITDA (x)

UPL Ltd. (Consolidated) 4,62,400 1,01,650 22.0% 8,01,043 7.9
UPL SAS 38,940 6,490 16.7% 15,800 1,73,800 26.8
Advanta Enterprise 28,320 6,990 24.7% 24,600 1,84,500 26.4
UPL- Manufacturing and Specialty chemicals 1,45,740 13,100 9.0%
UPL Cayman 3,80,370 74,990 19.7% NA 4,42,743 4.9
Other business 13,150 2,900 22.1%
Total 1,04,470 8,01,043 7.7
Source: PL, Company
Note: UPL SAS EBITDA adjusted for investment of Rs2.8bn in Nurture farm
Exhibit 2: Creating Pure-play platforms to unlock value
UPL Ltd.
: . Manufacturing and
India Agtech (Crop Global Crop Protection g 4
: N . +
Protection + Digital) (Excl. India) Global Seeds Specialty chemicals
Others
Source: Company, PL
Exhibit 3: Investments from strategic investors in business platforms
KKR

India Agtech Platform?!

ADIA,
Brookfield and TPG
INR 1,580 Cr*
.09% (LSS 200 Mn)

90.91%
=== T ===== |
| , UPLSAS

I
: India Crop Protection I
| I
1
,  100% v v 100% |
1 Nurture SWAL :
I
|  Digital Platform SWAL Business |
I
]
1
! I
|

(Current Equity Value: ~INR 50,800 Crf)

‘ 86.67% |
l 100% L n

ADIA [ TPG

1

1

1

1

1

100% !
Other Global 77.8% 22.2% :
Business UPL Ltd, Cayman - 1
I

1

1

Advanta Enterprises

India Seed Business

-

Advanta Mauritius Ltd

International Seed Business

Global Seeds Platform?
Equity Value: INR 18,450 Cr

(US$ 2.25 Bn)*®

Source: Company, PL

October 23, 2022



UPL

Exhibit 4: Current Corporate Structure of UPL Ltd

UPL Limited (Global Crop Protection Chemicals,
Seeds, Specialty Chemicals and Manufacturing)

| Equity Value: ~INR 50,800 Cré
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Source: Company, PL

Exhibit 5: Post Re-alignment- Corporate Structure of UPL Ltd.

UPL Limited [Manufacturing ADIA, Brookfield
KKR and Specialty Chemicals) and TPG
Equity Value: ~INR 50,800 Cr®
13.33% l BE.67% 100% M.91% l a.00%
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Y

Global Crop 22.2%
Protection Platf P e ADIA [ TPG

Source: Company, PL

UPL SAS to hold integrated India Agtech-based
businesses

As a part of realignment, UPL SAS (Sustainable Agri Solutions), a wholly-owned
subsidiary in India, will now hold India crop protection, digital platform nurture farm,
Adarsh Farm Services and SWAL business.

ADIA, Brookfield and TPG, together will hold 9.09% stake for a combined
investment of USD200m (Rs15.8bn) in UPL SAS. This implies an equity valuation
of USD2.2bn (Rs17.4bn). With FY22 adjusted EBITDA of ~Rs6.5bn and based on
the above valuations, the EV/EBITDA multiple assigned to UPL SAS is 26x.
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Exhibit 6: India Agtech Platform (UPL SAS)

India Agtech Platform (UPL 5AS)

Final Structure post Realignment

ADIA,TPG and
UPL Limited Brookfield
90.91% l ls.asx
UPL SAS
India Crop Protection
100% J, 100% l
Nurture SWAL
Digital Platform and AFS SWAL Business

Source: Company, PL
KKR to invest USD300mn in Advanta Enterprises

UPL Ltd. has incorporated a new subsidiary- Advanta Enterprises, which will house
India and international seeds business. With fresh investment of USD300mn, KKR
will hold 13.33% stake in Advanta Enterprises. This implies a post-money equity
valuation of USD2.25bn (Rs18.45bn). Advanta Enterprises FY22 EBITDA stood at
Rs6.9bn which implies EV/EBITDA multiple for the deal is 26x.

Exhibit 7: Advanta Enterprise

Global Seeds Platform

Final Structure post Realignment

UPL Limited
J 86.67%
13.33%
Advanta Enterprises =+———— KKR
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100%
v

Advanta
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International Seeds
Business

Source: Company, PL
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ADIA and TPG will continue to hold 22.2% stake for
International crop protection

With the realignment in the holding structure in UPL Corp. (raised USD1.2bn for
22.2% stake from ADIA and TPG to fund acquisition of Arysta Life science) ADIA
and TPG will exit from non-crop protection businesses (i.e. Seeds and other non-
core businesses) of UPL Corp. for a valuation of USD241mn (~12x FY22
EV/EBITDA). The non-core businesses will be held by UPL Corp. comprising of
Decco (post-harvest solutions), animal health and nutrition. The residual
international crop protection business will be transferred from UPL Corp to UPL
Cayman where ADIA and TPG will hold 22.2% in UPL Cayman.

International CP business to be transferred from UPL
Corp. to step down subsidiary UPL Ltd, Cayman

Exhibit 8: UPL Cayman to be the holding company for International CP

business

Final Structure post Realignment
UPL Limited

100%

r
UPL Corporation

77.8%

r

22.2% 1opx
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Global Crop —+ Other Global Business
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Source: Company, PL

Manufacturing and Specialty Chemicals intact within UPL The India bulk and
formulation manufacturing along with specialty chemicals business will remain
intact within UPL at a standalone level. Management pointed out that the business
will continue to earn manufacturing margins accrued in India. Materials transferred
from India to UPL'’s global network will continue to get transferred at arm’s length.
Distribution and marketing margin for sales outside India would then be accrued in
the hands of international subsidiaries.

October 23, 2022



[l

UPL
Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY22 FY23E FY24E FY25E Y/e Mar FY22 FY23E FY24E FY25E
Net Revenues 4,62,400 531,423 5,73,953 6,20,333 Non-Current Assets
YoY gr. (%) 19.5 14.9 8.0 8.1
Cost of Goods Sold 2,20,720 2,57,209 2,76,645 2,99,000 Gross Block 3,00,470 3,25430 3,50,070 3,74,710
Gross Profit 2,41,680 274,214 297,308 3,21,332 Tangibles 1,89,790 2,14,750 2,39,390 2,64,030
Margin (%) 52.3 51.6 51.8 51.8 Intangibles 1,10,680 1,10,680 1,10,680 1,10,680
Employee Cost 46,220 54,205 58,543 63,274
Other Expenses 74,520 85,028 89,537 96,152 Acc: Dep / Amortization 1,09,010 1,35,695 1,64,401 1,95,127
Tangibles 1,09,010 1,35695 1,64,401 1,95127
EBITDA 1,01,650 1,19,039 1,32,009 1,42,677 Intangibles - - - -
YoY gr. (%) 18.8 17.1 10.9 8.1
Margin (%) 22.0 22.4 23.0 23.0 Net fixed assets 191,460 1,89,735 1,85,669 1,79,583
Tangibles 80,780 79,055 74,989 68,903
Depreciation and Amortization 23590 26,685 28,706 30,726 Intangibles 1,10,680 1,10,680 1,10,680 1,10,680
EBIT 78,060 92,353 1,03,303 1,11,950 Capital Work In Progress 11,840 11,840 11,840 11,840
Margin (%) 16.9 17.4 18.0 18.0 Goodwill 1,83,640 1,83,640 1,83,640 1,83,640
Non-Current Investments 10,820 10,820 10,820 10,820
Net Interest 22,950 23,700 21,350 19,150 Net Deferred tax assets (3,990)  (3,990)  (3,990)  (3,990)
Other Income (3,550) 200 (20) (200) Other Non-Current Assets - - - -
Profit Before Tax 51,560 68,853 81,933 92,600 Current Assets
Margin (%) 11.2 13.0 14.3 14.9 Investments 8,400 8,400 8,400 8,400
Inventories 1,30,780 1,33,889 1,36,428 1,47,452
Total Tax 5,873 13,771 16,387 18,520 Trade receivables 1,563,340 1,82,053 1,96,623 2,12,511
Effective tax rate (%) 11.4 20.0 20.0 20.0 Cash & Bank Balance 61,200 41,385 60,380 77,223
Other Current Assets - - - -
Profit after tax 45,687 55,083 65,547 74,080 Total Assets 8,26,790 8,39,800 8,74,701 9,15,378
Minority interest 8,110 9,364 11,143 12,594
Share Profit from Associate 1,340 1,340 1,340 1,340 Equity
Equity Share Capital 1,530 1,530 1,530 1,530
Adjusted PAT 38,917 47,059 55,744 62,827 Other Equity 2,15,220 2,50,560 2,94,586 3,45,694
YoY gr. (%) 26.9 20.9 18.5 12.7 Total Networth 2,16,750 2,52,090 2,96,116 3,47,224
Margin (%) 8.4 8.9 9.7 10.1
Extra Ord. Income / (Exp) 2,657 2,500 2,500 2,500 Non-Current Liabilities
Long Term borrowings 2,45910 2,15910 1,85,910 1,55,910
Reported PAT 41,574 49,559 58,244 65,327 Provisions - - - -
YoY gr. (%) 275 19.2 17.5 12.2 Other non current liabilities 10,950 10,950 10,950 10,950
Margin (%) 9.0 9.3 10.1 10.5
Current Liabilities
Other Comprehensive Income - - R R ST Debt / Current of LT Debt 42,610 42,610 42,610 42,610
Total Comprehensive Income 41,574 49,559 58,244 65,327 Trade payables 1,65520 1,69,124 1,85,693 2,00,699
Equity Shares O/s (m) 765 765 765 765 Other current liabilities 73,830 77,896 82,202 86,764
EPS (Rs) 50.9 61.5 72.9 82.1 Total Equity & Liabilities 8,26,790 8,39,800 8,74,701 9,15,378
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m) Key Financial Metrics
Y/e Mar FY22 FY23E FY24E FY25E Y/e Mar FY22 FY23E FY24E FY25E
PBT 49,660 68,853 81,933 92,600 Per Share(Rs)
Add. Depreciation 23,590 26,685 28,706 30,726 EPS 50.9 61.5 72.9 82.1
Add. Interest 22,950 23,700 21,350 19,150 CEPS 81.7 96.4 110.4 122.3
Less Financial Other Income (3,550) 200 (20) (200) BVPS 283.3 329.5 387.1 453.9
Add. Other (3,530) (10,724) (12,283) (13,554) FCF 84.9 88.7 136.2 130.8
Op. profit before WC changes 92,670 1,08,515 1,19,706 1,28,923 DPS 10.0 10.0 10.0 10.0
Net Changes-WC (17,670) (26,881) 904  (10,352) Return Ratio(%)
Direct tax (10,040) (13,771) (16,387) (18,520) RoCE 16.4 18.2 20.0 20.9
Net cash from Op. activities 64,960 67,863 1,04,224 1,00,051 ROIC 17.0 16.1 18.4 19.9
Capital expenditures (25,650) (24,960) (24,640) (24,640) RoE 19.7 20.1 20.3 19.5
Interest / Dividend Income 2,870 200 (20) (200) Balance Sheet
Others (15,410) - - - Net Debt : Equity (x) 1.0 0.8 0.5 0.3
Net Cash from Invt. activities (38,190) (24,760) (24,660) (24,840) Net Working Capital (Days) 94 101 94 94
Issue of share cap. / premium - - - - Valuation(x)
Debt changes 96,840 (30,000) (30,000) (30,000) PER 13.8 11.4 9.6 8.5
Dividend paid (9,220)  (9,218)  (9,218)  (9,218) P/B 25 21 1.8 15
Interest paid (19,410) (23,700) (21,350) (19,150) PICEPS 8.6 7.3 6.3 5.7
Others (87,420) - - - EV/EBITDA 7.4 6.3 53 4.5
Net cash from Fin. activities (19,210) (62,918) (60,568) (58,368) EV/Sales 1.6 1.4 1.2 1.0
Net change in cash 7,560 (19,815) 18,995 16,843 Dividend Yield (%) 14 14 14 14
Free Cash Flow 64,960 67,863 1,04,224 1,00,051 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m) Key Operating Metrics
Y/e Mar Q3FY22 Q4FY22 QI1FY23 Q2FY23E /e Mar Fy22 FY23E FY24E FY25E
Net Revenue 1,12,970 1,58,610 1,08,210 1,21,066 Revenues 462400 531423 573953 620333
vovr. ((_%) 238 24.0 271 14.6 India 56,900 63,728 70,101 77,111
Raw Mater-lal Expenses 51,540 79,940 46,640 60,896 LAtAM 180,400 212,872 236288 2.62.280
Gross Profit 61,430 78,670 61,570 60,170 Europe 68,900 74,412 78133 82,039
Margin (%) 544 496 569 497 Rest of World 78,100 89,815 94,306 99,021
Sl 26,650 35,920 23,430 22,310 North America 78,100 90,596 95,126 99,882
YoY gr. (%) 20.7 26.5 25.8 9.1
Margin (%) 23.6 22.6 21.7 18.4
Depreciation / Depletion 6,000 6,420 5,880 6,113
EBIT 20,650 29,500 17,550 16,197
Margin (%) 18.3 18.6 16.2 13.4
Net Interest 5,210 6,280 6,070 4,508
Other Income (1,590) (2,680) (360) (500)
Profit before Tax 13,850 20,540 11,120 11,189
Margin (%) 12.3 13.0 10.3 9.2
Total Tax 1,765 2,952 730 2,685
Effective tax rate (%) 12.7 14.4 6.6 24.0
Profit after Tax 12,085 17,588 10,390 8,504
Minority interest 2,290 2,420 980 1,020
Share Profit from Associates - - - -
Adjusted PAT 9,795 15,168 9,410 7,483 Source: Company Data, PL Research
YoY gr. (%) 35.0 34.4 29.1 12.2
Margin (%) 8.7 9.6 8.7 6.2
Extra Ord. Income / (Exp) (435) (1,378) (640) -
Reported PAT 9,360 13,790 8,770 7,483
YoY gr. (%) 17.9 29.7 29.5 18.0
Margin (%) 8.3 8.7 8.1 6.2
Other Comprehensive Income - - - -
Total Comprehensive Income 9,360 13,790 8,770 7,483
Avg. Shares O/s (m) 765 765 765 765
EPS (Rs) 12.8 19.8 12.3 9.8
Source: Company Data, PL Research
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Price Chart Recommendation History

R No. Date Rating TP (Rs.) Share Price (Rs.)
878 1 04-Oct-22  BUY 1,020 665
720 2 02-Aug-22 BUY 1,020 767
3 04-Jul-22 BUY 1,010 644
%9 4 10-May-22 BUY 1,010 778
410 5 08-Apr-22  BUY 990 803
6 31-Jan-22 BUY 980 77
e 3 & & &' & N N 7 12-Jan-22 BUY 910 822
8 g 8 2 8 2 8 8 27-Dec-21  BUY 910 747
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 BayerCropscence ~  Accumulate 5650 4803
2 Chambal Fertilizers & Chemicals BUY 480 320
3 Coromandel International BUY 1,200 973
4 Dhanuka Agritech BUY 850 658
5 Godrej Agrovet Accumulate 570 520
6 Insecticides India Hold 920 701
7 P.I. Industries BUY 3,450 2,956
8 Rallis India BUY 250 226
9 Sharda Cropchem BUY 740 431
10 Sumitomo Chemical India BUY 510 511
11 UPL BUY 1,020 665
PL’s Recommendation Nomenclature (Absolute Performance)
Buy o >15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5%to -15%
Sell T <-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/l, Mr. Himanshu Binani- MBA Finance 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 analysts, 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
reflect 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,
investment 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 information 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
available 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 benefits 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 confirmed that Mr. Himanshu Binani- MBA Finance 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 analysts have not engaged in market making activity
for 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 reviewing these materials, you should be aware that any or all of 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
advisor 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
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