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e Galil India (GAIL) has formed a joint venture with Indian Qil Corporation (IOC) for gas
US$1 = Rs40.72 distribution in Kolkata and other towns. The new company would be incorporated shortly,
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Gas distribution will be possible only after completion of the Jagdishpur-Haldia pipeline in
'11. In the meantime, GAIL would make efforts to source coal bed methane from the
Asansol region, following which it would be distributed in cylinders after compression.
(The Economic Times)

e Glenmark Pharmaceuticals has received tentative approval from the USFDA for its ANDA
for Terbinafine HCL 250mg oral tablets, which is the AB-rated generic equivalent of
Novartis's anti-fungal Lamisil® tablets, with annual sales of >US$650mn (IMS-December
'06) in the US. (Business Standard)

e Dr Reddy's Laboratories is developing eight generic medicines using biotechnology and
plans to annually release one for sale, challenging companies such as Roche Holding NV
and Amgen Inc. (Business Standard)
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Sterlite Industries (Unrated)
Scheduled for further success
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Rs598
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Sterlite Industries recently announced the successful completion of its initial public offering
of 130.44mn shares, with book runners granted an option to purchase additional 19.56mn
shares to cover over-allotment, the subscription of which, we believe would have been on
account of huge demand. The new shares have been issued at US$13.44 per ADS
(equivalent to one local share) at ~Rs544/sh, amounting to US$2.016bn (Rs81.84bn). The
fresh issue would constitute ~21.15% of the post issue capital of Rs1.41bn (709mn
shares).

Table 1: Valuation summary

Y/E EPS* P/E

March (Rs) (x)
Price (21/06/07) (Rs) 598 | 2005 11.2 53.6 | BSE Sensex 14499
52 wk Range (Rs) 616/331 | 2006 29.2 20.5 | M.Cap (Rs bn) 424
DPS (Rs) 4.0 | 2007E 63.8 9.4 | M.Cap (US$ bn) 10.3
Dividend yield (%) 0.7 | 2008E 75.6 7.9 | Shares Out (mn) 709
Face value (Rs) 2.0 | 2009E 120.0 5.0 | Float (%) 41

* Fully diluted basis
Source: Company data

Objects of the issue. Sterlite’s main objects of the issue are:

e Hindustan Zinc (HZL) minority-stake acquisition. Sterlite intends to exercise its call
option on the Government’s 29.5% minority stake, exercisable since April 11, '07 and
till the Government sells it through a public offer. Once the call option is exercised, the
share price would be the fair market value as determined by an independent
appraiser. While determining the price, the appraiser may take into account the CMP
of Rs750 (yesterday’s closing price), valuing the total Government stake at Rs93.6bn.

e Setting up a 2,400MW power plant. Sterlite, through its wholly-owned subsidiary,
Sterlite Energy, intends to setup a 2,400MW thermal power plant in Orissa at Rs76bn
over the next three years, with total project cost of Rs81.8bn over four years. ~70% of
the project would be funded through debt, with the rest through equity; only a part of
the proceeds from the issue would be utilised towards the project.

e Debt reduction of Rs6.47bn.

e Future acquisitions. Sterlite may use part of the proceeds to acquire businesses, as
and when opportunities arise.

Way forward. Going forward, future earnings growth would depend on successful
acquisition of minority interests in Bharat Aluminium Company (BALCO) and HZL, where
Sterlite holds stake of 51% and 65.5% respectively, at present. Both businesses are on a
high-growth trajectory due to the recent and planned capacity expansions. Further, the
Vedanta Alumina and Sterlite Energy projects would create significant value going forward.

e Hindustan Zinc. HZL is among the world’s largest zinc miner and smelter and also
among the top decile of the global cost curve. Zinc production would expand from
480,000te in FYO7 to ~650,000te in FY09. HZL's net cash would increase significantly
from ~Rs48.5bn by end-FY07 to ~Rs142.4bn by end-FY09. We expect HZL to register
a PAT of Rs53.17bn in FY08 (EPS of Rs125.8) and Rs67.6bn (EPS of Rs160) in
FYO09.
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e Bharat Aluminium Company. BALCO has successfully ramped up its aluminium
smelting capacity from 100,000e to 350,000te in FYOQ7, resulting in a sharp jump in
EBITDA from Rs4.07bn in FY06 to Rs16.83bn in FYQ7. At present, Sterlite owns 51%
stake in BALCO, which would increase to 100% once a resolution is reached between
the Government and Sterlite.

e Vedanta Alumina (VAL). Sterlite has 29.5% stake in VAL, with the balance held by
Vedanta Resources (parent company of Sterlite). VAL has a 1-1.4mnte alumina
refinery, which has recently commenced production. Further, VAL is currently setting
up a 0.5mnte aluminium smelter, which would be set-up in two stages and be fully
operational by FY10.

e Sterlite Energy. Sterlite, through its wholly-owned subsidiary, Sterlite Energy is
setting up a 2,400MW power plant in Orissa at Rs81.9bn, expected to be completed
by FY10. Sterlite has, over time, developed significant experience in this business and
currently generates ~1,000MW power from its various plants.

e Valuation

— We expect Sterlite to report a consolidated EPS (after dilution) of Rs75.6 (+19%
YoY) in FY08 and Rs120 (+59% YoY) in FY09. At present, Sterlite is trading at PE
and EV/EBITDA of 7.9x and 3.2x its FY08 earnings and PE and EV/EBITDA of 5x
and 2.1x its FY09 earnings. Besides, its existing businesses — stake in VAL and
Sterlite Energy — would be valued at Rs115/sh.

— Based on comparisons with Sterlite’s local and international peers, we believe that
Sterlite is considerably undervalued and should trade at an EV/EBITDA of 5x its
FY09 earnings. We have a positive view on the company.

e Key Risks

— Our assumptions for future earnings are based on successful ramp-up of
capacities in HZL, VAL and Sterlite Energy, although the management has
demonstrated excellent execution capabilities in the past any significant delays
would remain a key risk going forward.

— Acquisition of minority interests is dependant on Government initiatives and
policies that have already led to delay in acquisition of minority interest in BALCO;
delay in acquisitions would remain a risk to our estimates.

— Base metal price movements have a direct bearing on revenues and earnings and
any sharp downward movement remains a risk. Our current assumptions factor an
average price of US$2,800/te for aluminium, US$3,300/te for zinc and a copper
Tc/Rc margin of 16c/lb for FY08 and FYQ9.
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Table 2: Financial forecast
(Rs bn, year ending March 31)
% chg % chg % chg
FY06 FYO7 (YoY) FYO8E (YoY) FYO9E (YoY)
Net Sales 131 252 92.1 278 10.4 303 9.0
Total Expenses 94 159 68.9 178 11.9 182 2.2
EBITDA 37 92 151.9 100 7.9 121 21.1
EBITDA Margins % 44.2 44.3 45.3 0.1 46.3 0.1
Interest 2.4 4.0 71.8 2.2 (44.9) 1.5 (34.5)
Depreciation 3.5 3.3 (7.5) 3.0 9.1) 2.98 0.0
Other Income 3.5 5.5 14.2 13.3
Recurring pre-tax income 325 90.3 177.6 108 20.0 129.5 19.6
Taxation 10.2 24.4 140.4 32 29.3 40.7 28.9
Recurring Net Income 22 66 194.5 7 16.6 89 15.8
Minority Interest 6.0 20.6 23.1 3.7
NP after Ml 16.3 45.2 177.1 53.6 18.7 85.1 58.6

Source: Company data; i-SEC Research
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ANALYST CERTIFICATION

We /I, Rahul Jain, CA research analyst(s) and the author(s) of this report, hereby certify that all of the views expressed in this research report accurately reflect
my/our personal views about any and all of the subject issuer(s) or securities. We/l 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.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing
group. We along with affiliates are leading underwriter of securities and patrticipate in virtually all securities trading markets in India. We and our affiliates have
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. Our research
professionals provide important input into our investment banking and other business selection processes. ICICI Securities generally prohibits its analysts, persons
reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in
whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the
information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and employees (“ICICI Securities and affiliates”)
are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities 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 ICICI Securities policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other
circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its
accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and may not be used or considered as an offer document
or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report
constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances.
The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their
own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgement by any
recipient. The recipient should independently evaluate the investment risks. The value and return of investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Past
performance is not necessarily a guide to future performance. 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.

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and
affiliates might have received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. ICICI Securities and
affiliates expect to receive compensation from the companies mentioned in the report within a period of three months following the date of publication of the research
report for services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. It is confirmed
that Rahul Jain, CA research analyst(s) and the author(s) of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include earnings from Investment Banking
and other business.

ICICI Securities or its affiliates collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month
preceding the publication of the research report.

It is confirmed that Rahul Jain, CA research analyst(s) and the author(s) of this report or any of their family members does not serve as an officer, director or advisory
board member of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities
and affiliates may act upon or make use of information contained in the report prior to the publication thereof.

This report is not directed 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, regulation or which would subject ICICI Securities and affiliates to any
registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain
category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. 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.
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