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Relative Performance

NEW OWNERSHIP RE-NEWS FOCUS

Sesa Goa’s (Sesa) Q4FY07 performance was impacted by the export
duty on iron ore of Rs 300/ ton (~USD 7/ ton) levied with effect from 1
March 2007. Q4FY07 revenues grew by 28% YoY, revenues from the
iron ore segment increased 27% and EBIT grew 24% YoY. EBITDA
margin for the quarter increased 143 bps YoY to 49.8%. The
consolidated reported EPS for FY07 stood at Rs 164.2.

Change of guard: Vedanta (the holding company of Sterlite
Industries) has agreed to acquire 51% controlling ownership in Sesa
from Mitsui. In addition, Vedanta is planning to make an open offer for

200 additional 20% stake in Sesa at Rs 2,036/ share. With 49% free-float,
160 the acceptance ratio is likely to work out to ~41%, assuming that all
"
T the balance shares are tendered.
120 4 g ot
80 ﬂ”‘w?ﬁv“” Export tax, negative impact on FY08 but strong FY09
b The recent annual budget has imposed an export duty on iron ore of
40 - ‘ ‘ Rs 300/ ton, across all grades and forms. Although iron ore realizations
Apr-06 Oct-06 Apr-07 for FYO8 are expected to be higher (realizations are already up ~9.5%
Sensex Sesa Goa

Source: Bloomberg, ENAM Research

YoY), the imposition of export duty is likely to hamper Sesa. However,
in FY09 iron ore contract pricing is likely to get adjusted upward given
Indian exports account for ~12% of the global sea—borne iron ore
market. To factor in revised INR:USD exchange rates and the iron ore

Stock data export duty (assuming that it remains unchanged), we revise our EPS
No. of shares £39mn forecasts for FY08 to Rs 125.1 from Rs 193.6 and for FY09 to Rs 150.9.
Market cap :Rs 70bn

52 week high/low

: Rs 2,025/ Rs 808

Industry sources indicate that the government is expected to
reconsider the export duty on iron ore fines where Sesa has significant

Avg. daily vol. (6mth) : 609,800 shares - : ! ! C
Bloomberg code : SESA IN presence. We intend to monitor the iron ore export duty situation
Reuters code : SESA.BO closely and will revise our estimates accordingly.

Shareholding (%) Mar-07 QoQ chg

At CMP, the stock provides a marginal upside based on the open offer

Promoters 51.0 0.0 from Vedanta (see the sensitivity table on page 3). We remain positive
:;I;z /T 22'? ( 10'55) on iron ore pricing and believe that the new management will be able
Banks / Fls 43 (0.1) to ramp-up volumes and generate additional value in the long-term.
Others 20.0 1.2 Given the limited short-term upside in Sesa, as compared to larger

Financial summary- Consolidated

upside in other metal companies, we reduce our rating on the stock
from sector Outperformer to Underperformer with a revised target
price of Rs 1,446 (8x FYO9E EPS + FYO7E Cash of Rs 236/share).

Sales PAT Consensus EPS Change P/E RoOE RoCE EV/EBIDTA DPS
Y/E Mar (Rs mn) (Rs mn) EPS* (Rs.) (Rs.) YoY (%) x), (%) (C)) (x) (Rs.)
2006 18,445 5,712 - 145.1 21 8.9 59.2 87.9 5.8 40.0
2007 22,179 6,496 - 165.0 14 103 48.3 71.3 6.9 40.0
2008E 23,807 4,925 189.0 125.1 (24) 14.3 29.2 43.6 9.5 28.3
2009E 24,181 5,939 170.1 150.9 21 11.8 29.2 43.7 8.3 34.4

Source: *Consensus broker estimates, Company, ENAM estimates; EPS numbers are consolidated including Sesa Industries

ENAM Research is available on Bloomberg (ENAM <Go>), Multex.com and Firstcall.com
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Sesa Goa

Results update

Standalone (Quarter ended) Consolidated (Y/E)
Mar-07 Mar-06 % Chg Dec-06 Mar-08E
Net Sales 7,601 5,937 28.0 5,879 29.3 23,807 22,179 7.3
EBITDA 3,785 2,871 31.8 2,848 32.9 7,327 9,637 (24.0)
Other income 123 79 54.7 120 2.6 548 451 21.5
PBIDT 3,907 2,951 324 2,967 31.7 7,875 10,088 (21.9)
Depreciation 91 64 42.7 82 11.0 449 393 14.4
Interest 1 3 (80.0) 1 (13.4) 16 4 296.9
PBT 3,816 2,884 32.3 2,884 32.3 7,410 9,692 (23.5)
Tax 1,258 963 30.6 935 34.5 2,422 3,147 (23.0)
Minority Interest - - = - = 63 49 29.1
Adjusted PAT 2,558 1,921 33.1 1,949 31.2 4,925 6,496 (24.2)
Extra ordinary income/ (exp.) (33) - - - - - (33) =
Reported PAT 2,525 1,921 314 1,949 29.5 4,925 6,463 (23.8)
No. of shares (mn) 39 39 = 39 = 39 39 =
EBITDA margins (%) 49.8 48.4 = 48.4 = 30.8 43.5 =
PBIDT margins (%) 51.4 49.7 - 50.5 = 33.1 45.5 =
EPS - annualized (Rs.) 259.9 195.2 33.1 198.1 31.2 125.1 165.0 (24.2)

Source: Company, ENAM Research

Q4FY07 Highlights
Iron ore revenues increased ~27% YoY with higher pricing and increased
volumes. Iron ore EBIT grew 24% YoY to Rs 3.7bn.

m  Met coke revenues increased 47% to Rs 601mn. The division reported an
operating loss of Rs 27mn.

Segment-wise break-up: Standalone

Quarter ended

Mar-07 Mar-06 % Chg Mar-07

Segment Revenues

- Iron ore 7,013 5,539 26.6 17,964 14,977 19.9
- Metallurgical coke 601 408 47.2 2,118 2,106 0.6
Total 7,613 5,947 28.0 20,082 17,083 17.6
EBIT

- Iron ore 3,700 2,979 24.2 8,713 7,878 10.6
- Metallurgical coke (27) (161) (83.3) (91) 33  (374.7)
Total 3,673 2818 30.3 8621 7911 9.0
Capital employed

- Iron ore 5,388 4,390 22.7 5,361 4,311 24.4
- Metallurgical coke 2,734 2,990 (8.6) 2,592 2,894 (10.4)
Total 8122 7,380 100 7,953 7,205 104
EBIT Margin (%)

- Iron ore 52.8 53.8 - 48.5 52.6 -
- Metallurgical coke (4.5) (39.5) - 4.3) 1.6 -

Source: Company, ENAM Research
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Sesa Goa

Acquisition of Mitsui’s 51% stake by Vedanta
Mitsui sold its 51% controlling stake in Sesa (held through Earlyguard/ Finsider
UK) to Vedanta for USD 981mn on 23 April 2007. Inline with SEBI guidelines,
Vedanta has made an open offer for an additional 20% of stake in Sesa Goa at
Rs 2,036/ share. The specified date for the open offer is 25 May 2007 while the
offer opens on 21 June 2007 and closes on 10 July 2007.

Assuming free-float (49%) was tendered for the open offer, we believe return
sensitivities are likely to depend on post-open offer price / one-month futures
price of Sesa Goa. Please refer to the following return sensitivities table:

Return Sensitivity

No of shares = Price (Rs) Amount (Rs)
Investment 100 1,760 176,000

Tender (assuming 49% free-float is 41 2,036 Total Return (Rs) = Return (%)
tendered) Tender (Rs) x 41 +
balance price (Rs) x 59

Balance (from the spot market or through lock- 59 1,400 165,959 (6)

in in the futures market)

1,450 168,918 4)

1,500 171,878 2)

1,550 174,837 1)

Prevailing price in 1,600 177,796 1

Futures market 1,650 180,755 3

1,700 183,714 4

1,750 186,673 6

1,800 189,633 8

1,850 192,592 9

1,900 195,551 11

1,950 198,510 13

2,000 201,469 14

Source: Company, ENAM Research
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CONFLICT OF INTEREST DISCLOSURE STATEMENT

We, at ENAM, are committed to providing the most honest and transparen2t advice to our clients. However, given the nature of the capital markets, from time to time we are faced with
situations that could give rise to potential conflict of interest. In order to provide complete transparency to our clients, before we make any recommendations, we are committed to
making a disclosure of our interest and any potential conflict IN ADVANCE so that the interests of our clients are safe- guarded at all times. In light of this policy, we have instituted
what we believe to be the most comprehensive disclosure policy among leading investment banks/brokerages in the world so that our clients may make an informed judgment about our
recommendations. The following disclosures are intended to keep you informed before you make any decision- in addition, we will be happy to provide information in response to
specific queries that our clients may seek from us.

Disclosure of interest statement (As of April 27, 2007)

1. Analyst ownership of the stock Yes
2. Firm ownership of the stock No
3. Directors ownership of the stock No
4. Investment Banking mandate No
5. Broking relationship No

‘We are committed to providing completely independent and transparent recommendations to help our clients reach a better decision.

This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document
should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the
securities of companies referred to in this document. The intent of this document is not in recommendary nature

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of
companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an
investment. The investment discussed or views expressed may not be suitable for all investors

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied,
is made as to the accuracy, completeness or fairness of the information and opinions contained in this document

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views
expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this
statement as may be required from time to time without any prior approval

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as
principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment
banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient
should take this into account before interpreting the document

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM Securities
Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or
published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to U.S.Persons),
Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. 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 the Firm, not 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.

Copyright in this document vests exclusively with ENAM Securities Private Limited.
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